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     USDA hasn’t failed to disappoint this year when it comes to 
reports that move the markets!  The unexpectedly large 
September 1 corn stocks estimate a week ago (1.708 billion 
bushels) instigated some profit taking in the grains, but renewed 
enthusiasm this week triggered by end user buying was further 
exacerbated by the October production figures from USDA. 

 

 

 

     USDA cut its corn yield estimate 6.7 bpa to just 155.8 
bpa, and took production down 496 million bushels to just 12.664 
billion bushels, a much larger cut than the trade anticipated.  
With corn demand increased 40 million bushels, ending stocks 
were cut to just 902 million bushels, giving a stocks/use ratio of 
just 6.7%, 2nd tightest in recent history (‘95/96 was 5.0%).  This 
sets the table for the corn market to do what is needed to ration 
demand for feed grains worldwide and to challenge to buy 
acres for 2011. 
     The other big shocker in the October report was a cut in 
soybean production of 75 million bushels.  USDA took yield 
down 0.3 bpa, while most analysts expected a small increase in 
yield.  USDA also cut soybean planted and harvested acres by 
1.2 million, which was somewhat expected.  But the bottom line 
was a drop in ending stocks of 85 million bushels down to 265 
million bushels.  That’s not a tight number, but it also doesn’t 
leave any margin for error with the South American crop, and 
doesn’t leave many extra bushels to afford to reduce US acreage 
much in 2011. 

 
 

     Most of the cut in US stocks was carried through to the world 
numbers, with the exception being an increase in Argentine corn 

 
 

 

production of 4 mmt and an increase in Brazilian soybeans 
of 4 mmt.  Those certainly help on paper, but it still 
remains to be seen if they’ll actually take place.  With so 
much emphasis on the La Nina that has developed in the 
Pacific Ocean, the trade will certainly keep some risk 
premium in the soybean market for the next few months. 
 

 
 

 
 
 

     Above is the breakdown of key state yields for corn and 
soybeans.  This was certainly unprecedented to have 
USDA make such large cuts in an October crop report, 
with Illinois, Indiana, Iowa, Kansas, Missouri, and 
Nebraska each seeing a cut of 8 bpa or more in corn yield! 

The information contained herein does not constitute a solicitation to buy or sell commodity 
futures or options contracts.  Hypothetical performance results have certain inherent 
limitations, and do not represent actual trading.  Trading futures involves risk of loss.       

CGB Diversified Services Inc. is an equal opportunity provider. 
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     As of this writing we are nearly 1/3 of 
the way through October and through the 
harvest pricing period for revenue policies 
with the harvest price option such as CRC, 
RA-HP, and GRIP-HP.  With prices 
continuing to trade substantially higher 
than the base/spring prices of $3.99 corn 
and $9.20 soybeans, holders of revenue 
policies will need to see a yield loss larger 
than the deductible, or your coverage level 
times insurable yield (ex:  85% times 160 
bpa APH = 136 bpa).  Since many of you 
are wrapping up some harvest, if you think 
there’s a chance you will have a bushel 
loss, talk with your Diversified Crop 
Insurance Agent very soon to get the ball 
rolling on a possible claim.  If you have a 
county policy – GRP, GRIP, or GRIP-HP – 
you will have to wait until around March 1 
when NASS releases the final county 
yields to determine if there is a yield loss.  
But to get an idea, your agent can keep 
you informed on what your state or even 
your crop reporting district yields were in 
the most recent NASS crop report. 
     If there is a yield loss, either on your 
farm or in the county you’re insured in, the 
policy will be calculating your indemnity 
payment against the price currently being 
set.  Assuming prices continue to trade at 
current levels or higher from now to the 
end of October, the harvest price for corn 
would be above $5.00 and the harvest 
price for soybeans would be above $11.00.  
With a CRC policy (corn or soybeans) or 
RA (soybeans), you would be paid this 
harvest price for each bushel lost (RA corn 
will be set in November).  For GRIP, you 
will be paid the harvest price times the 
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that you purchased in your policy (100% down to 60%).  For APH or GRP (yield) 
policies, you will be vs the price that was set last spring.  Our DS Super-MatrixR 
tool (above) is a great tool to easily show you how the possible combinations of 
yield and harvest price will translate into possible indemnity payments.  Ask you 
Diversified Crop Insurance Services representative to run the DS Super-MatrixR 

for policy to see what the possibilities are for a payment.   
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