Grain Markets Surge Higher.
Cash and futures prices for corn, soybeans and wheat have seen a steep climb in just the past few weeks. A year ago at harvest we were looking at cash corn prices of around $1.50 per bushel and cash soybean prices at around $4.50 per bushel. Contrast that with markets now that see cash corn getting fairly close to $3.00 and cash soybeans at around $5.60 per bushel. There are a lot of factors that affect what the market does. A year ago the impact of hurricane Katrina had a significant negative effect on the local cash prices as a result of damage done to the transportation system on the Mississippi River. The damaged transportation infrastructure meant that local grain elevators were not able to ship out grain which would be done in a normal year. This along with above average yields resulted in huge shortages of grain storage which led to severely depressed local cash prices. This year things are dramatically different. A number of factors have combined to push the markets higher. One of the key factors would be the use of corn to produce ethanol. Nationally there are now 101 ethanol plants that produce more than 4.8 billion gallons annually. There are also an additional 44 ethanol plants that are under construction and seven that are expanding. Ethanol production has been responsible for the use of an additional 550 million bushels of corn in the last year. At 150 bushels per acre this would amount to around 3.6 million acres of corn. In 2006 US farmers planted around 71 million acres to corn. Another push towards higher prices came when the U.S. Department of Agriculture announced a lower corn production estimate than they had projected in September. Higher than expected export sales have also worked to push prices higher. Cumulative US export sales have reached 32.8% of the USDA forecast for the entire season as compared to 28.3% on average over the last five years. In addition the USDA recently announced a sale of 151,200 tonnes of corn to an undesignated destination, and Israel bought 60,000 tonnes of US corn. Drought in Australia and the possibility that Australia may need to import feed grain to save livestock has also meant additional pressure towards higher prices. Market advisors are suggesting that farmers may want to sell a higher percent of their corn right out of the field this year as a result of these higher prices. However, farmers should still have a marketing plan and they should carefully watch market activity in the coming months. The increased demand for corn and the corresponding higher prices means that farmers will likely plant more acres into corn. This will likely reduce the number of acres planted to soybeans or other crops and indirectly pushes the markets for other grain commodities higher.
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