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Crop Update: February WASDE Update, Net Farm Income Projections and Preliminary 

Baseline Projections 

We are in the period where the WASDE doesn’t have any new production information for the 

U.S. crops and we are just on the cusp of starting Southern Hemisphere harvest for corn and 

soybeans. This means that the February WASDE is not all that exciting and the market will latch 

onto anything that appears to provide new information. This means that the USDA Baseline 

Projections, released at the USDA Agricultural Outlook Forum, is given greater weight than they 

deserve as market information because the projections are more illustrative of trends that may 

occur over the next ten years. This month’s newsletter will summarize the February 2014 

WASDE, discuss the preliminary 2014 USDA Baseline Projections, and the latest 2014 Net Farm 

Income projections released by USDA. 

 

February WASDE Update 

A summary combined balance sheet for corn, soybeans, wheat and cotton are provided in the 

following table. The February report increased corn exports by 150 million bushels and reduced 

ending stocks by 150 million bushels to reflect the stronger than anticipated pace of corn exports; 

especially as compared to the 2012-13 marketing-year. Corn ending stocks are projected at 1.48 

billion bushels which is an increase of 660 million bushels over the previous year. Because of the 

increase in stocks, the projected U.S. marketing-year average farm price is projected at $4.50 per 

bushel which is $2.39 per bushel lower than the price received in 2012-13. 
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The February report made several categorical changes to the soybean balance sheet, but all the 

machinations did not change the projected ending stocks of 150 million bushels. The stocks-use 

ratio for soybeans is at 4.5 percent which is at recent marketing pipeline minimum levels and the 

changes in the balance sheet reflect the reluctance of USDA to push ending stocks below that 

minimum pipeline level. The February report increased exports by 15 million bushels while 

increasing imports by 5 million bushels and reducing the residual amount by 10 million bushels. 

The marketing-year average price for 2013-14 was increased by $0.20 per bushel to $12.70 per 

bushel which is $1.70 per bushel less than the 2012-13 marketing-year average price. 

 

The report increased wheat exports by 50 million bushels and food use by 10 million bushels. 

This increase in use was partially offset by an increase in wheat exports of 10 million bushels. 

Wheat ending stocks declined to 558 million bushels which is 160 million bushels less than the 

2012-13 marketing-year. The projected average U.S. marketing-year price for 2013-14 is $6.80 

per bushel which is $0.97 per bushel less than the 2012-13 price.  

 

The February report did not adjust the cotton supply-demand estimates, but did increase the 

average farm price by $0.015 per pound to $0.76 per pound. The million ton dragon in the global 

cotton market is the future of China’s importation policy and how the largest cotton stock holder 

plans to reduce their cotton inventory over the next couple of years. USDA is projecting exports 

to decrease by 2.43 million bales from the 2012-13 marketing year. The smaller U.S. 2013 cotton 

crop of 13.2 million cushions the blow of the reduced exports. 

Corn Soybeans Wheat Cotton

Million Bales

Beginning Stocks 821 141 718 3.90

Production 13,925 3,289 2,130 13.19

Total Supply 14,781 3,459 3,018 17.10

Feed&Residual 5,300 250

Ethanol 5,000

Other Food, Seed, Industrial 1,400 1,034

Crushing 1,700

Domestic Use 4

Exports 1,600 1,510 1,175 11

Seed & Residual 99

Total Use 13,300 3,309 2,459 14

Ending Stocks 1,481 150 558 3

MYA Price for 2013-14 $4.50 $12.70 $6.80 $0.76

Stocks-Use Ratio 11.1% 4.5% 22.7% 21.3%

Days of Stocks 41 17 83 78

Change in MYA Price from 2012-13 -$2.39 -$1.70 -$0.97 +$0.04

--------Million Bushels--------

February 2014 WASDE
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Projected Net Farm Income for 2014 for the Agricultural Sector 

The lower prices listed in the previous table will translate into lower projected net farm income 

for the agricultural sector. The chart below, from the USDA-ERS, shows why net farm income is 

projected to fall from the 2013 projected net farm income. Crop receipts are projected to decline 

by $26.7 billion which includes an $11 billion decline in corn receipts and $6 billion decline in 

soybean receipts. Another component of the lower net farm income is the lower value of crop 

inventories which is an accrual adjustment for the net farm income calculation. Government 

payments are projected to decline by $5.1 billion, reflecting the loss of direct payments and 

changing farm programs.  

 

Production expenses are expected to decline by $3.9 billion which will contribute to offset the 

lower crop receipts. Similarly, livestock receipts and value of livestock inventory are projected to 

increase by $1.2 billion and $2.3 billion, respectively. All of the changes translate to a net farm 

income declining by a projected $34.7 billion from $130.5 billion in 2013 to $95.8 billion in 

2014. However, the 2014 net farm income is $8 billion higher than the average of the previous 

ten years. Still, the message remains that the record net farm incomes of recent years appear to 

be over and agriculture may be entering into a period of more average income levels. 

 

 
 

Preliminary 2014 USDA Baseline Projections 

Finally, I wanted to discuss the preliminary 2014 USDA Baseline Projections. The ten-year 

projections are indicating increasing stocks for corn, wheat and soybeans. Corn stocks (the blue 

line on the left-hand chart below) are projected to increase to over 2.8 billion bushels in the 

2015-16 marketing-year with a gradual decline to 1.9 billion bushels in 2023-24. Wheat stocks 

(the green bar on the left-hand chart) are also projected to increase to about 800 million bushels 

http://farmpolicy.com/wp-content/uploads/2014/02/ImageGen.ashx_.png
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in 2016-17 with a gradual decline to about 700 million bushels in 2023-24. Soybeans will also 

increase stocks, but ending stocks are projected to hover around the 240 million bushel level over 

the forecast period. 

 

The effects of the increasing stocks are shown in the right-hand graph. The marketing-year 

average corn prices, represented by the blue bar, are projected to decline to $3.65 in 2014-15 and 

reaching a low of $3.30 per bushel in 2015-2016 with a gradual increase to $4.20 per bushel 

throughout the remaining years as stocks gradually decline. 

 

The marketing-year average wheat price, represented by the green columns in the graph, follow a 

similar pattern to corn. Wheat prices are projected to decline to $4.90 per bushel in 2014-15 and 

bottom out at $4.30 per bushel in 2016-17. Wheat prices are projected to increase gradually to 

$5.35 per bushel by 2023-24.  

 

Soybean prices are also projected to decline, but will reach a more stable level than wheat and 

corn. Soybean prices for 2014-15 are projected at $9.75 per bushel with a further decline to 

$8.85 in 2015-16. Then soybean prices are projected to gradually increase to $10.15 per bushel 

by 2023-24. 

 

  

 

The baseline projections are an interesting story of what could happen over the next ten years. Of 

course, supply and demand shocks will alter the outcomes of the actual ending stocks and 

marketing-year average prices received over the next decade. The overall message from USDA 

is that it is conceivable that farmers will be entering a period of increasing stocks and lower 

prices for the next few years.  

 

Managers should continue to monitor and reduce their cost structure. This is especially true to 

the cost of rented land. Cash rental rates are sticky; however, it may be a worthwhile exercise to 

open an Excel spreadsheet and calculate what the economic return to land is and how that 

compares to the rent paid on that farm. 

 


