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     Whatever negative vibe we got from the January USDA 
report, which triggered (along with a rising Dollar) the fund 
liquidation we saw afterward, seemed to be steadied or even 
reversed with the February report.  The only changes we 
saw were in demand estimates; the final final production 
estimates will be out in the March 10 report.  USDA 
announced that they would re-survey some corn producers 
in Illinois, Michigan, Wisconsin, Minnesota, North Dakota, & 
South Dakota and soybean producers in Georgia, North 
Carolina, South Carolina, & Virginia in February to determine 
if changes to their production numbers need to be made.  So 
where we ordinarily are done talking about production 
following the January report, we could get a market surprise 
from 2009 production on March 10. 
 

 
 
 

     The February report on corn featured an increase in 
ethanol use of 100 mln bu and a decline in exports of 50 mln 
bu – both changes we’ve discussed as likely in our winter 
meetings.  The net of all the changes was a cut in corn 
stocks of 45 mln bu to a workable 1.719 billion bushels.  If 
that number holds, then we can likely afford to pick up a 
couple million more corn acres this spring without impacting 
ending stocks much next year (see back page).  Soybean 
crush was increased another 10 mln bu, following a record 
December crush, and soybean exports were increased 25 
mln bu to a new record 1.400 bln bu.  This took our ending 
stocks down to just 210 million bushels, and it gives us a 
tight stocks to use ratio of just 6.3%. 
 

 
 
 

     Increased world demand for corn led USDA to cut the 
world corn carryover more than 2 mmt, despite an increase 
in Argentina’s production of 2.2 mmt to 17.2 mmt (still below 
record 22.0 mmt).  USDA kept the world soybean ending 
stocks near unchanged despite an increase in Brazil’s 
production of 1 mmt to 66.0 mmt (Argentina unch at 53.0 
mmt).  USDA adjusted world wheat ending stocks to an even 
higher record of 195.86 mmt, showing why we and other 
countries can afford to plant less wheat in 2010. 

 

 
 

      
 

     We are a third of the way into the month of February and a 
third of the way done setting the spring prices for revenue crop 
insurance policies.  As of this writing, those averages are 
running: 
         Corn - $3.93 Soybeans - $9.12 
 

The corn price would be 11 cents below last year’s spring price, 
while the soybean price would be 32 cents above last year’s 
level.  And the markets seem to be trying to make a push 
upward, which would certainly help give us higher revenue 
floors.   
     So far, the good news is that the volatility factors that are 
used to determine the premiums for insurance are down 
significantly from where they’ve been the last couple years.  
This gives us what would be the equivalent to a “safe driver 
discount” in car insurance.  Because the futures markets haven’t 
seen the extreme market moves this month that we’ve seen in 
past years, the option volatility – what is used in the formula to 
determine rates – is lower.  Thus, rates for CRC, RA, and GRIP 
policies right now would be down sharply from last year, even 
though for many of you your revenue triggers will be higher than 
last year! 
     Keep in mind that while the prices are averaged over the 
entire month of February for revenue policies, the volatility 
factors are determined based on the readings during the last 
five days of the month.  So if we were to see an extreme market 
move – or not – during those days, it could have an impact on 
the premium you’d be paying for insurance this year.   
     One of the reasons we’ve been a proponent of using 
revenue policies, and in particular the higher level revenue 
policies, is the strong seasonal tendency for prices to go down 
from February to October.  This chart shows the change in 
 

 
 

December corn futures from February to harvest each of the last 
10 years.  In 8 of the 10 years the price dropped, and in 6 of the 
10 years it dropped at least 10%.  A chart on soybeans would 
show a similar trend.   
     A revenue policy is the only input you can purchase this year 
that will give you a dollar guarantee for what you intend to plant 
this spring.  And unlike seed, the revenue policy looks to be a 
cheaper input than last year.  So make plans to visit with your 
Diversified Crop Insurance Services representative today to get 
this important input working for you. 
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     What can we expect to see in 2010?    
In January USDA report told us that we 
planted 6.2 million fewer winter wheat 
acres last fall, so the trade is now trying to 
guess how many of those acres would 
have been double crop soybeans, will be 
new first crop soybeans, or will be corn, 
cotton, or grain sorghum.  The consensus 
around the trade seems to be that we could 
pick up 3-plus million new corn acres, 
maybe a couple million new soybean 
acres, and a million acres split between 
cotton and grain sorghum.  But prices and 
spring weather will certainly have their say 
in what really does get planted this spring. 
     Our DS Corn Stocks Matrix (top) and 
DS Soybean Stocks Matrix (bottom) are 
very useful to look at various yield and 
prices combinations for 2010.  Starting with 
beginning stocks estimates (yellow box) 
then multiplying different harvested acre 
and yield combinations, and then 
subtracting estimated demand (blue box), 
the matrix shows us what ending stocks 
would be next year.  The ovals represent 
what I feel to be the area of most likelihood.  
For corn, there’s a lot to be determined!  
Even with a couple million acre increase, 
yield has got to reach near 160 bpa in 
order to keep stocks about the same.  For 
soybeans, however, any increase in acres 
would appear to mean an increase in 
ending stocks next year, maybe a big 
increase, especially do to the fact that a 
huge South American crop will be 
competing for export business.   
     We will study these updated matrixes 
for 2010 crops at each of our Third 
Thursday Marketing Meetings (next one 
is February 18th @ 9 am) and in the daily 
Grain Market Outlook. 
  

 

The information contained herein does not constitute a solicitation to buy or sell commodity futures or options contracts.  Hypothetical performance results have certain inherent 
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