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The surge in the use for corn in
ethanol production is increasing
the price of corn received by
producers. It also is reducing
the income support received by
the nation’s feed grain sector,
according to the Economic
Research Service of the U.S.
Department of Agriculture.

During the past decade, a
large share of farm support has
come from income support pro-
grams such as marketing loan
benefits, market loss assistance
or counter-cyclical payments,
and production flexibility or
direct payments. Now, however,
market revenue, stimulated in
part from renewable energy
policies and strong energy
prices, is increasing in impor-
tance to the sector, according
to a recent ERS report.

Ethanol demand for corn is
raising feed grain prices above
farm program support levels,
thereby reducing or eliminating
marketing loan benefits and
counter-cyclical payments.

Continued on page 2

World Grain Situation -
What’s Driving Current Crop Prices?

Dr. Darrel Good, University of Illinois

Wheat, corn, and soybean prices were quite volatile during the summer of
2006, as is often the case during the northern hemisphere growing season.
However, those prices turned decisively higher in September 2006 and
remained relatively high into the spring of 2007.

Several factors contributed to the recent period of sustained high prices. Two
are discussed here. First, for wheat and coarse grains, declining world production
in 2005 and 2006 contributed to an environment of much smaller inventories.

Smaller Inventories

World wheat production in 2006-07 was 4 percent smaller than in 2005-06 and
nearly 6 percent smaller than the 2004-05 crop. Production in the most recent year
was down substantially in the U.S. (14 percent), the republics of the former Soviet
Union (6 percent), the European Union (5 percent), and Australia (58 percent).

Similarly, coarse grain production was reduced in the U.S. (6 percent),
Canada (10 percent), Argentina (23 percent), the European Union (4 percent),
and Australia (51 percent). The reduction in U.S. production reflected the failure
of the markets to compensate corn producers for the accelerating costs of
production in 2006.

In contrast, lower production has not been a price supporting factor for soy-
beans. Both the U.S. and South America harvested record large soybean crops
in the 2006 calendar year, resulting in record large world oilseed production
[Fig. 1]. However, soybean prices have been supported by the rapidly growing
demand for soybean meal in China to support increased livestock production
as rising incomes there have increased the demand for meat. That trend is
expected to continue, although interruptions can be expected with occasional
slowing of economic growth.

Figure 1: World wheat, coarse grain & oilseed production
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5 Great Reasons to Call Me
With Your Real Estate Questions.

1. Specialist in all types of vacant land sales — farm, commercial,
residential and industrial properties
2. Experienced, with a proven track record and a reputation for
outstanding service
3. Impeccable credentials:
® One of 26 Realtors in Illinois designated an Accredited Land Consultant
® President, Illinois Chapter, Realtors’ Land Institute
® Member Will County Farm Bureau
4. Expertise in 1031 Exchanges
5. Extensive marketing through membership in Multiple Listing Service
of Northern Illinois (MLSNI) and listings on the Internet

Goodwin & Associates Real Estate, L.L.C.

131 Airport Drive ® Unit H ® Joliet, IL 60431
(815) 741-2226 ° fax (815) 741-2807 ® e-mail: mgoodwin@bigfarms.com ® website: www.bigfarms.com




