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Session III: Implications of Feed Price Volatility 

Living on a Roller Coaster  
18th Annual National Workshop for Dairy 

Economists and Policy Analysts  

InterContinental Hotel, O’Hare 
Rosemont(Chicago), Illinois 

May 5-6, 2010 

Jim Hilker 
Agricultural, Food, and Resource Economics Department  
Michigan State University 
May 5, 2011   

Outline for Discussion 
(I Use Corn and Soybean Prices as Proxies for Feed Prices) 

•  Are we at New Price Plateaus?  
•  What are the Long Run Price Forecasts? 
•  Review Volatility, i.e., Roller Coaster 
•  Discuss Next 18 Months Price Forecast: 

Will Volatility Continue? (Hint: YES) 
•  Will the Volatility Continue in Long Run: 

Maybe, Maybe Not, Discuss 
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Are we at New Price Plateaus?  

Monthly Corn Futures 
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farmdocdaily: A New Era in Crop Prices? 
Issued by Scott Irwin and Darrel Good 

Department of Agricultural and Consumer Economics 
University of Illinois 

http://www.farmdocdaily.illinois.edu/2011/03/a_new_era_in_crop_prices.html 
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farmdocdaily: A New Era in Real Prices? 
Issued by Scott Irwin and Darrel Good 

Department of Agricultural and Consumer Economics 
University of Illinois 

http://www.farmdocdaily.illinois.edu/2011/04/a_new_era_in_real_agricultural.html 

Monthly Soybean Futures 
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farmdocdaily: A New Era in Crop Prices? 
Issued by Scott Irwin and Darrel Good 

Department of Agricultural and Consumer Economics 
University of Illinois 

http://www.farmdocdaily.illinois.edu/2011/03/a_new_era_in_crop_prices.html 
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farmdocdaily: A New Era in Real Prices? 
Issued by Scott Irwin and Darrel Good 

Department of Agricultural and Consumer Economics 
University of Illinois 

http://www.farmdocdaily.illinois.edu/2011/04/a_new_era_in_real_agricultural.html 

What are the Long Run Price 
Forecasts? 
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Corn Prices 1978-2020 

U.S . Average Annual Corn Prices 1978-2010 
Hilker 2011 Projection 

USDA Long Run Projections 2012-20 Squares 
FAPRI Long Run Projections 2012-20 Diamonds 
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Corn  1975-2020 
Gross Value of Production Less Variable Cash Expenses 
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U.S . Average Annual Soybean Prices 1978-2010 
Hilker 2011 Projection 

USDA Long Run Projections 2012-20 Squares 
FAPRI Long Run Projections 2012-20 Diamonds 
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U.S. Soybean Meal Long Term 
Projections 

Review Volatility, i.e., Roller 
Coaster 
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What Can I Expect in the Grain 
and Livestock Markets?  

Volatile 

Summary: 
 Volatile, and …. 

•  Grain and Feed Prices - Historically High 
•  Corn traded at its all-time high of $7.65 and 

finished near that level. 
•  Feeder Cattle Prices – Historically High 
•  Fed Cattle and Hog Prices - Historically High 
•  Fed Cattle and Hogs Margins – Slim or … or … 

(normal?) 
•  And ??   Historically – Volatile 
•  Why, we don’t really know what prices should be, 

we are out of the range of our data, and supplies 
are very tight. 
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For both Buyers and Sellers  

Volatile = Pricing 
Opportunities 
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Monthly Corn Futures 

Weekly Corn Futures 
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May Corn Futures 

USDA-NASS         01-12-11 

Crop Unit 2010 

% Change 
from  

Previous 
Forecast 

% Change 
from    

Previous 
Season 

Corn 
   Planted Mil Ac 88.2 - <0.1 + 2.1 
   Harvested Mil Ac 81.4 + 0.2 + 2.5 
   Yield Bu/Ac 152.8 - 1.0 - 7.2 
   Production Bil Bu 12.4 - 0.7 - 4.9 
   Dec Stocks Bil Bu 10.0 --- - 7.9 

Crop Production 2010 Annual 
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USDA-NASS         01-12-11 
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Data Source: LMIC  
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Cattle Inventory Report    January 1, 2011 

Livestock Marketing Information Center 
Data Source:  USDA-NASS 
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Livestock Marketing Information Center 
Data Source:  USDA-NASS 

Livestock Marketing Information Center 
Data Source:  USDA-NASS 
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Livestock Marketing Information Center 
Data Source:  USDA-NASS 

Livestock Marketing Information Center 
Data Source:  USDA-NASS 
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Livestock Marketing Information Center 
Data Source:  USDA-NASS 

Data Source:  Iowa State University 
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Hogs and Pigs Report – Dec 1 
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Livestock Marketing Information Center 
Data Source:  USDA-NASS 

Livestock Marketing Information Center 
Data Source:  USDA-NASS 
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U.S. Production of Ethanol Blends and Ethanol 

Source:  Based on weekly gasoline production and monthly ethanol production reported by U.S. Dept. of Energy, Energy Information Administration.  

Ethanol Gasoline with ethanol 
Nov. and Dec. ethanol projected from weekly EIA data 

January 12, 2011 
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From 2008: 
The New 

Internationa
l Symbol for  

‘Gas 
Station’ 

Sometimes Markets Repeat 
Themselves 

Historical Ethanol Operating Margins  
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Projected Ethanol Operating Margins  
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Grain Exports to Date 
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Grain Export Sales to Date 
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Corn Futures 

May Corn Futures 
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July 2011 Corn Futures 



5/9/11 

35 

Discuss Next 18 Months Price 
Forecast: 

Actually discuss 2011-12 
Corn/Soy Marketing Year 
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Corn Futures 

December Corn Futures 
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Monthly Soybean Futures 
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SOYBEANS 
•  The Story is/has been: 

– U.S. EXPORTS, EXPORTS, EXPORTS !! 
–  Including Soybean Oil and Meal 

•  And Than/Now the Story is: 
– World Demand 
– EXPORTS, EXPORTS, EXPORTS !! 
–  Including Soybean Oil and Meal 

USDA-NASS         01-12-11 

Crop Unit 2010 

% Change 
from  

Previous 
Forecast 

% Change 
from    

Previous 
Season 

Soybeans 
   Planted Mil Ac 77.4 - 0.4 - <0.1 
   Harvested Mil Ac 76.6 - 0.3 + 0.3 
   Yield Bu/Ac 43.5 - 0.9 - 1.1 
   Production Bil Bu 3.33 - 1.4 - 0.9 
   Dec Stocks Bil Bu 2.28 --- - 2.6 

Crop Production 2010 Annual 
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USDA-NASS         01-12-11 

43.5 

20 

25 

30 

35 

40 

45 

50 
Bushels/Acre 

U.S. Soybean Yield 

USDA-NASS         01-12-11 

# 



5/9/11 

51 



5/9/11 

52 

Grain Exports to Date 
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Grain Export Sales to Date 

World Soybean Stocks 

•  2007-08    52.95 MMT 
•  2008-09    44.07 MMT 
•  2009-10    60.23 MMT (Estimated) 
•  2010-11    58.21 MMT (Projected) 
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Soybean Meal Futures 

July Soymeal Futures 
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Dec Soymeal Futures 
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Historical Biodiesel Operating Margins  

Projected Biodiesel Operating Margins  
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Soybean Futures 
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May Soybean Futures 

July Soybean Futures 
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Soybean Futures 

November Soybean Futures 
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Will the Volatility Continue in the 
Long Run: 

 Maybe, Maybe Not, Discuss 

•  Costs of Production 
•  Stocks-to-Use Ratios 
•  Elasticity's 
•  What portion of corn will be fuel? 



5/9/11 

70 

http://www.msu.edu/user/hilker/ 

Jim Hilker’s Web Page 

So What!!!! 
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So What!!!! 

•  Can you predict prices? 

So What!!!! 
•  Did you listen to the presentation? 
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So What!!!! 

•  Do you have a Risk Management Plan? 
– Can you survive the next Year/s? 
– Given possible prices and yields? 
– Varies by farm, but…… 
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Possible Parts: 
Risk Management Plan 

•  S.U.R.E.? 
–  Qualified for SURE? 
–  In a position for possible 2009, 2010 payments? 
–  Do you have some other Risk Mgt Plan to replace it? 

•  Crop Revenue Insurance? 
–  Do you have some other Risk Mgt Plan to replace it? 

•  ACRE? 
–  Do you have some other Risk Mgt Plan to replace it? 

•  Target Prices in place? 
–  With respect to effects on Net Worth 
–  Do you have some other Risk Mgt Plan to replace it? 

http://www.msu.edu/user/hilker/ 

Jim Hilker’s Web Page 


