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Figure 1: Foreign Wheat Production

700

600

500

400

300

200
1975/76       78/79        81/82        84/85       87/88        90/91        93/94        96/97       99/2000     02/03       05/06        08/09

Million tons

Year

Farmland
Investments
Increased 52X,
1900–2000
The average value of U.S. agricultural
land and buildings increased 52 times
between 1900 and 2000, from $20
per acre to $1,050 per acre. Values
climbed through most of the century,
with only a few periods of decline.

The first decline began in 1920
when U.S. agricultural land values
averaged $69 per acre. While many
industries were thriving in the 1920s,
farm prices dropped due to huge
agricultural surpluses, causing agricul-
tural commodity prices and land 
values to drop steadily throughout
the 1920s.

Agricultural land values saw the
largest percentage declines of the
century in the early 1930s, the
beginning of the Great Depression.
Agricultural land values dropped 37
percent over a period of 3 years and
remained between $30 and $33 per
acre throughout the 1930s. Following
the Great Depression, land values
were revitalized and began a climb
that continued until the early 1980s.

The 1970s showed the largest
percentage increase in agricultural
land values. In 1970, the average
value was $197 and increased to an
average value of $737 by 1980, a
yearly average increase of more than 

World Crops and Economic
Prospects Affect U.S. Exports
By Darrel Good • Department of Agricultural and Consumer Economics • University of Illinois

While export demand for U.S. crops is expected to soften during the current
marketing year (2008–2009), U.S. and world inventories of corn and soybeans
are expected to remain tight. Meanwhile, some build-up of U.S. and world
wheat inventories is expected.

A large number of factors affect the export demand for U.S. corn, wheat,
and soybeans. These factors include the size and location of crop production
outside of the U.S., the rate of world economic growth, the relative value of the
U.S. dollar, and crop prices.

U.S. corn exports established a new record of 2.435 billion bushels during
the 2007–08 marketing year. Soybean exports also were record large at 1.160
billion bushels, and wheat exports were at a 15-year high of 1.264 billion bushels.

Export Support
Exports were supported by a variety of factors even though prices for all three
commodities were at record high levels:
• Production of wheat outside of the U.S. was extremely small in 2006–07 and

again in 2007–08 (Figure 1). The largest shortfalls in production occurred in
Australia where production in both years was about 50% of normal. Small
crops supported demand for both U.S. wheat and corn.

• High prices for soybeans failed to stimulate a substantial increase in South
American production in 2007 or 2008.

• Foreign demand for agricultural commodities was supported by continued
rapid economic growth in many countries, especially China and India.
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• Continued weakness in the value
of the U.S. dollar offset some of
the negative demand impact of
higher commodity prices and 
more expensive ocean freight.

Early indications for 2008–09 sug-
gested a reversal in some of these
factors. Most importantly, foreign
wheat production rebounded in the
northern hemisphere in 2008 and is
expected to rebound in the southern
hemisphere in 2009 (Figure 1).
Large crops were harvested in
Canada, India, the European Union,
Russia and the Ukraine. The 2009
Australian harvest is projected at
21.5 million tons, 65% larger than
the 2008 harvest and 99% larger
than the 2007 harvest. The 2009
Argentine crop is projected at only
12 million tons, 25% smaller than
the 2008 crop due to dry weather
conditions. Foreign wheat production
in 2008–09 is projected at a record
612.2 million tons, 10% larger than
the harvest of 2007–08. While world
wheat trade is projected at a nine-
year high of 123.2 million tons, U.S.
exports are projected at only 27.2
million tons, a decline of 21% from
the exports of 2007–08.

Foreign Production
Foreign coarse grain production also 
is expected to be record large in
2008–09 (Figure 2). The expected
crop of 765.9 million tons is 10.5%
larger than the 2007–08 crop, led by
increases in Argentina, the European
Union, Russia, and the Ukraine. These
large crops, along with the large wheat
crops, are expected to reduce the
demand for U.S. corn during the
2008–09 marketing year. Demand for
U.S. corn may also be influenced by
the value of the U.S. dollar. From a
high of 129.5 in August 2002, the
broad-based trade-weighted value of
the U.S. dollar declined to 95.5 in
April 2008. By September 2008,
however, the index had recovered to

99.8. A continuation of that recovery
might soften the export demand for
U.S. agricultural commodities.

The final factor influencing export
demand for corn will be the rate of
economic growth and related changes
in livestock production outside of the
U.S. Real per capita income growth
outside the U.S. has exceeded 2%
each year since 2004. Growth has
exceeded 9% per year in China and
6% in India. Growth in the European
Union has been close to the average
of the world outside of the U.S. By
the fall of 2008, however, signs of a
slowdown in Europe were emerging.
For the 2008–09 marketing year, the
USDA projects U.S. corn exports at
a four-year low of 1.95 billion bushels.

Other Factors
U.S. soybean exports will be influ-
enced by the size of the 2009 South
American soybean crop and demand
from China. Early forecasts by the
USDA are for only a 5% increase in
South American production and a
5% increase in Chinese soybean con-
sumption. Due to a 19% increase in
domestic production, however, Chinese
soybean imports are expected to
decline marginally in 2008–09. USDA
projects U.S. soybean exports at a
three-year low of 1.02 billion bushels.

Export demand for U.S. crops may
soften, but inventories of corn and
soybeans could remain very tight.
World wheat inventories may expand.

Darrel Good is
Professor in the
Department of
Agricultural and
Consumer Economics,
University of Illinois. 
He has Extension and
research responsibilities
in the areas of agricul-
tural price analysis and

grain marketing. Dr. Good is author of the
Weekly Outlook newsletter and has helped
develop a comprehensive farm risk manage-
ment website (www.farmdoc.uiuc.edu).

Figure 2: Foreign Coarse Grain Production
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Good can be reached at 217-333-4716
or D-Good@uiuc.edu.

Cotton lags as global economy slows 
By H. Scott Stiles • Extension Economist • University of Arkansas • Cooperative Extension Service 

Will cotton be profitable in 2009? For the dwindling number of cotton growers through-
out the cotton belt, that is the question. Cotton, burdened with record-large U.S. and
world inventories, has yet to benefit from the biofuels boom that had propelled grains to
new highs in 2008. With greater profit potential in grains and soybeans, cotton acreage in
2008 was 13% lower than the previous year. Given fewer acres and a lower yield esti-
mate, cotton production was 29% lower than in 2007 and yielded the smallest crop since
1989. The result is the expectation of reducing a 10 million bale carryover at the end of
the 2007/08 marketing year to 6.2 million bales by the end of the 2008/09 crop year.

In early November, the December 2008 cotton futures were trading near 45 cents,
due largely to cotton inventories and weak export demand. Demand for textile goods 
has been reduced due to higher fuel, food costs and general inflation in the U.S. Also,
the generally weak economies in many foreign developed and developing countries 
contribute greatly to the decreased buying of cotton goods.

Due to the global economic conditions in 2008, the world price of cotton has fallen
from its March 2008 highs and in early November was near 64 cents. However, the
world stocks-to-use ratio for cotton is projected to decrease to 45% by the end of the
2008/09 marketing year. That would be the lowest stocks-to-use ratio since 1994/95.

A substantial drop in inventories by November 2009 would bring the possibility of
higher prices. But, with dramatic increases in production costs, the December ‘09
futures price will have to rally well above 85 cents per pound to encourage more
acreage, unless grain prices decrease substantially.

Price volatility has also been seen in the cotton futures market. In November 2008,
cotton futures were being guided by the true fundamentals of supply and demand.
However, the potential for price and basis volatility remains. The availability of price risk
management tools in the form of cash contracts or forward contracts is unreliable and
removes some of the producers’ abilities to market and plan ahead. Producers are faced
with utilizing the futures market as their sole alternative for managing price risk.

Scott Stiles can be reached at 870.972.2481 or SSTILES@astate.edu.



10 percent. The climb in land values
was primarily due to strong farm
prices, expanding trade, high infla-
tion, and speculation that land values
would continue to rise.

In the mid-1980s, however, farm
prices dropped due to surpluses,
slowing inflation, and decreased
demand for agricultural land. These
factors caused the second large decline
of agricultural land values during the
century. Land values dropped from
$801 in 1984 to $599 in 1987, a
decline of 25 percent. Agricultural
land values have steadily increased
since 1987 to $1,050 per acre in
2000, and even more today.
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Average Farm Size: 1900–1997
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Rice situation and outlook
By Robert Coats • Professor and Extension Economist • University of Arkansas Division of Agriculture

Is the USDA’s estimate of long grain rice total supply overstated? Once an
accounting determination can be established from this year’s harvest on the total
U.S. long grain rice production, we will have a better estimate of total supply for 
the 2008/09 marketing year. I expect data to show a tight but adequate 2008/09 
U.S. long grain rice supply.

What would be supportive of rice prices above USDA’s 2008/09 projection range 
of $15.35 to $16.35 per cwt? If 2008 corn and soybean production came in below
expectation, this would be bullish for corn and soybean fundamentals and supportive
for rice prices. By early November 2008, the price trend in energy and row crop 
commodities was expected to remain down into late 2008. Energy and row crop
prices should then strengthen in the first three to six months of 2009. The global
slowdown and its impact on commodity prices and rice prices specifically should 
be watched closely.

What about the long grain rice price outlook for the 2009 rice crop? As of
November 2008, the financial crisis and slowing global growth appeared problematic
for the 2009/10 long grain marketing period rice price outlook. Major rice producing
and consuming countries have nightmarish memories of the 2008 scattered global
food riots and concerns about global rice supply and availability. These concerns will: 
• First, keep major global rice producers focused on maintaining adequate domestic

and exportable supplies and
• Secondly, keep importers focused on assuring themselves an adequate available

supply of rice. This is to say that governments are more than willing to intervene
to maintain adequate supply and meet traditional export commitments. This tends
to be bearish for global rice prices.

On the bullish side for the 2009/10 period, consider the following for U.S. 
long grain rice price outlook: 
• By November 2008, my expectations were for a tight U.S. long grain rice ending

stocks for the current marketing period that ends July 2009,
• Weak 2008 U.S. long grain yields by some producers would discourage the return

of these acres to production in 2009,
• Expected high cost of production will likely restrain U.S. 2009 rice planting,
• Uncertainty about price outlook coupled with rice producers’ overall expected risk

exposure could easily reduce acreage, and
• Hurricane impacts along the Gulf Coast coupled with the economic setting could

easily have an impact on 2009 long grain rice planting.

These are a few key factors that could cause U.S. long grain rice acreage to pull back,
reducing 2009 production and provide 2009/10 marketing period price strength.

Globally, it has been a decade since a catastrophic global weather event occurred.
Any disruption in global rice production due to a major disruptive weather event
would probably not occur until the later part of 2009 or beyond. It is always 
fruitful to pay attention to domestic and global weather expectations. Three manage-
ment considerations for rice producers and landowners relating to the 2009 long
grain rice production season are as follows:
• Can the productivity of the land be improved and at what costs,
• On-farm grain storage and marketing assistance from co-ops and/or professional

rice marketers,
• Rental rates should reflect the economic times, rice producers’ risk exposure, 

and their ability to cash flow.

Coats can be reached at 501-671-2195 or rcoats@uaex.edu.
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The 1031 Exchange: 
Work with a Realtor®

who knows all the rules
• Goodwin & Associates has a proven long-term track record 

with the most complex 1031 Exchanges. We supply references.

• We are one of only 26 Realtors in Illinois designated as Accredited Land Consultant.

• We participate in Multiple Listing Services (MLS) of Northern Illinois 
(plus Internet sites), giving us information on hundreds of rural properties.

• Goodwin works hard! Our buy or sell orders are promoted in print media, 
Internet websites, phone, e-mail database — plus personal contact.

Mark Goodwin, ALC
President, Illinois Chapter, 

Realtors’ Land Institute
Member, Will County Farm Bureau

Member, Rotary International


