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The General Economy       __________________  

A guy would like to say that all of the impacts of this budget confusion here in Washington are 

limited to what goes on inside the beltway.  But the facts of the matter are that they are having 

some significant effects on state and local governments in the areas in which you live.  As states 

have put together their budgets for the coming year, the federal budget process has lurched from 

stalemate to a fiscal cliff, debt ceiling discussions and yet more calls to let the government shut 

down. 

 

These are familiar discussions for any of us that have been watching Congress over the last few 

years.  We have lurched from one man-made crisis to another on either high moral principles or 

an effort to score political points, depending on your perspective.  This is of critical importance 

to a state or local government because most operate under balanced budget requirements.  Some 

may adhere to those limits more than others, but the fact remains that a state or local government 

can only go so long before they are unable to float a bond or find other financing to help with 

cash flow issues.  For state governments, federal support through grants, reimbursements etc., 

accounts for roughly one-third of their overall spending.  When you have a third of your budget 

in a similar state of uncertainty, you will most likely back off on making spending decisions that 

have to have access to those funds. 
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Overall, many states’ revenues are doing much better today than was the case two or three years 

back.  A significant surge of capital gains tax receipts has helped contribute to part of the 

increase, but just the overall improvement in the state of the economy has also contributed to a 

much better outlook for states and many local governments in the last couple of years and 

certainly in 2013.  In several metropolitan areas, housing prices have returned to the levels seen 

before the crash and buyers are once again outstripping the supply of homes in some – but 

certainly all – markets.  And with overall employment numbers tracking up, all levels of 

government have seen an uptick in revenues. 
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That overall level of revenue improvement has been enough to let local and state governments 

stop hemorrhaging jobs, but with all of that uncertainty at the federal level, they are not yet 

willing to go out and rebuild their labor pool and certainly not at the same rate they were 

expanding between 2004 and 2009.  The combination of state and local government employment 

grew at a rate of over 16,000 jobs per month during that period.  Returning that level of job 

creation would not put us back into a boom situation, but it would sure be a darn site better than 

the 12,700 jobs per month we’ve lost in those two categories since early 2009.   

 

One could go into a long list of other impacts of this budgetary uncertainty as well as impacts of 

regulatory burdens and other issues related to Federal government limits on job growth.  But this 

is a case where it is a direct government to government effect and one that has been a significant 

contributor to our anemic recovery. 

 

Crop Update__________________________________________________________________ 

The September WASDE provided the latest projections on yields for the 2013 crop that was 

planted late and then suffered what is being called a “flash drought” across the heart of the Corn 

Belt. The old rule of thumb is that corn yield is driven by July’s weather while August’s weather 

drives soybean yield. The expectations for the September report were for soybean yields to be 

reduced and expectations for a slight reduction for the average corn yield. The lower yields 

would necessarily require a slight reduction of ending stocks.  At the end of the day, the USDA 

corn ending stocks are still projected to grow significantly while soybeans are becoming 

surprisingly tighter. 

 

The major yield adjustment from the August projections at the state-level for corn was a one 

bushel decrease from the August projections for Iowa and Wisconsin and a five bushel decrease 

for Missouri and North Dakota. Late planting and lingering dry weather has provided a less than 

perfect growing season.  The soybean yield was reduced uniformly across the Midwest from the 

August projections.  The NASS surveys project a one bushel reduction in soybean yield in 

Illinois, Ohio and South Dakota; a two bushel reduction in Indiana, Michigan, Minnesota, and 

Wisconsin; a three bushel decrease in Iowa and North Dakota, and a four bushel decrease in 

soybean yield from the August projection in Missouri.  

 

Corn 

The pre-report expectations were for the corn crop to shrink slightly from the August projection. 

Instead, USDA increased the projected yield to 155.3 bushels per acre. The initial yield 

projections in August didn’t rely much on ear / kernel measurement due to the slow maturing 

crop. The September projections are starting to include the plant population and ear statistics into 

the yield prediction statistical models. This increase in yield translates to an 80 million bushel 

increase in the 2013 corn crop to 13.8 billion bushels which would be almost 3.1 billion bushels 

more than produced in 2012 (Table 1).  
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Because of the larger corn crop, 

projected use will increase for all 

categories. The ethanol use category 

is projected to increase to 4.9 billion 

bushels, but this demand category is 

capped and demand is slowing. 

Export demand is projected to 

improve to 1.225 billion bushels 

which, if realized, would be a 490 

million bushel increase over the 

2012-13 marketing-year (Table 1). 

However, exports are still much 

lower than the 1.8 billion exported in 

2010-11 reflecting the challenge of 

regaining export market share that 

was lost to South American 

competitors. 

 

Projected ending stocks for 2013-14 

are 1.855 billion bushels which is 

almost 1.2 billion more bushels than at the end of 2012-13 (Table 1). This will increase the 

stocks-use to over 14 percent and will be a more comfortable level for the market to support as 

compared to the last three marketing-years (Table 1). As a result, the U.S. average farm price is 

projected to decline $2.10 per bushel from $6.90 per bushel in 2012-13 to $4.80 per bushel for 

2013-14 (Table 1).  

 

Farm managers will need to continue to manage costs, use sound price risk management 

strategies, and use crop insurance in the best way to manage through a projected period of tighter 

profitability margins. Unless a major 

surprise looms before the January 

final crop projections, the bull corn 

market is over and tighter profitability 

is expected for the next marketing-

year. 

 

Soybeans  

While the corn projections were 

bearish, the USDA projections for 

soybeans were bullish because the 

2013-14 ending stocks were reduced 

sharply from 220 million bushels in 

August to 150 million in September 

(Table 2).  The reduction in stocks is 

due to a reduction in projected yield to 

41.2 bushels per acre. This trimmed 

106 million bushels off of projected 

2010-11 2011-12 2012-13 2013-14 Change from

Actual Actual Estimated Sep. Forecast 2012-13

Planted Acres 88.2 91.9 97.2 97.4 +0.2

Harvested Acres 81.4 84.0 87.4 89.1 +1.7
% Abandoned -7.7% -8.6% -10.1% -8.5% +1.6%

Yield 152.8 147.2 123.4 155.3 +31.9

Beginning Stocks 1,708 1,128 989 661 -328.0

Production 12,447 12,360 10,780 13,843 +3,063.0

Imports 28 29 162 25 -137.0

Total Supply 14,182 13,516 11,931 14,530 +2,599.0

Feed & Residual 4,792 4,548 4,475 5,100 +625.0

Food, Seed & Industrial 6,428 6,437 6,060 6,350 +290.0

          Ethanol for Fuel 5,021 5,011 4,665 4,900 +235.0

Exports 1,835 1,543 735 1,225 +490.0

Total Use 13,054 12,527 11,270 12,675 +1,405.0

Ending Stocks 1,128 989 661 1,855 +1,194.0

Avg. Farm Price $5.18 $6.22 $6.90 $4.80 -$2.10
Stocks-Use 8.6% 7.9% 5.9% 14.6% +8.8%
Days of Ending Stocks 32 29 21 53 +32.0

Million Bushels

U.S. Corn Supply and Use

Million Acres

Bushels per Acre

2010-11 2011-12 2012-13 2013-14 Change from

Actual Actual Estimated Sep. Forecast 2012-13

Planted Acres 77.4 75.0 77.2 77.2 +0.0

Harvested Acres 76.6 73.8 76.1 76.4 +0.3
% Abandoned -1.0% -1.6% -1.4% -1.0% +0.4%

Yield 43.5 41.9 39.6 41.2 +1.6

Beginning Stocks 151 215 169 125 -44.0

Production 3,329 3,094 3,015 3,149 +134.0

Imports 14 16 40 15 -25.0

Total Supply 3,495 3,325 3,224 3,289 +65.0

Crushing 1,648 1,703 1,690 1,655 -35.0

Exports 1,501 1,362 1,315 1,370 +55.0

Seed & residual 130 91 95 115 +20.0

Total Use 3,280 3,155 3,099 3,140 +41.0

Ending Stocks 215 169 125 150 +25.0

Avg. Farm Price $11.30 $12.50 $14.40 $12.50 -$1.90

Stocks-Use 6.6% 5.4% 4.0% 4.8% +0.7%
Days of Ending Stocks 24 20 15 17 +3

Million Bushels

U.S. Soybean Supply and Use

Million Acres

Bushels per Acre
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production from the August report.  The expected use categories were all reduced from the 

August projections, but the lower demand didn’t offset the smaller projected soybean crop. The 

projected ending stocks for 2013-14 are only 25 million bushels larger than the 2012-13 ending 

stocks.  This translates to about 17 days of soybeans in the grain bin on September 1, 2014 

(Table 2). 

 

Soybean prices are expected to be lower this marketing-year with an average farm price of 

$12.50 per bushel. However, there is less downside risk with soybeans than corn given the tight 

level of stocks (Table 2). 

 

Wheat 

The September report made minor 

changes to the wheat balance sheet 

as the major revisions will come in 

October when the Grain Stocks and 

Small Grains Summary reports can 

be incorporated into the supply-

demand analysis. The September 

report increased imports by 10 

million bushels which increased 

ending stocks by the same amount 

(Table 3). All wheat ending stocks is 

projected at 561 million bushels and 

continues the downward trend in 

wheat stocks. The projected price for 

winter wheat in Kansas, Texas, and 

Oklahoma is projected at $7.02 per 

bushel (unofficial) which is not as 

high as in 2011 and 2012, but should 

keep wheat competitive in that 

region.  

 

Cotton 

The 2013 cotton crop continues to 

shrink as the projected yield was 

reduced 17 pounds per acre from the 

August report. The cotton crop is 

projected at 12.9 million bales which 

is a reduction on 150 thousand bales 

from August and a 4.4 million 

bushel reduction from the 2012 crop. 

Because of the smaller crop, exports 

are projected down 2.6 million bales 

from the 2012-13 marketing-year. 

The concern in the cotton market is 

that China may be slowing their 

2010-11 2011-12 2012-13 2013-14 Change from

Actual Actual Estimated Sep. Forecast 2012-13

Planted Acres 9.15 10.97 12.31 10.34 -1.97

Harvested Acres 7.53 10.70 9.37 7.78 -1.59
% Abandoned -18% -2% -24% -24.8% -0.88%

Yield 777.0 812.0 887.0 796.0 -91.0

Beginning Stocks 6.34 2.95 3.35 3.90 +0.55

Production 12.19 18.10 17.32 12.90 -4.42

Imports 0.00 0.01 0.01 0.01 +0.00

Total Supply 18.53 21.06 20.68 16.81 -3.87

Domestic Use 3.46 3.90 3.50 3.50 +0.00

Exports 12.04 14.38 13.03 10.40 -2.63

Total Use 15.50 18.28 16.53 13.90 -2.63

Unaccounted 0.08 0.18 0.25 0.01 -0.24

Ending Stocks 2.95 2.60 3.90 2.90 -1.00

Avg. Farm Price $0.629 $0.815 $0.720 $0.770 +$0.05

Stocks-Use 19.0% 14.2% 23.6% 20.9% -2.7%
Days of Ending Stocks 69 52 86 76 -10

Million Bales

U.S. Cotton Supply and Use

Million Acres

Pounds per Acre

2010-11 2011-12 2012-13 2013-14 Change from

Actual Actual Estimated Sep. Forecast 2012-13

Planted Acres 53.6 54.4 55.7 56.5 +0.8

Harvested Acres 47.6 45.7 49.0 45.7 -3.3
% Abandoned -11.2% -16.0% -12.0% -19.1% -7.1%

Yield 46.3 43.7 46.3 46.2 -0.1

Beginning Stocks 976 862 743 718 -25.0

Production 2,207 1,999 2,269 2,114 -155.0

Imports 97 112 123 140 +17.0

Total Supply 3,279 2,974 3,134 2,972 -162.0

Food 926 941 945 958 +13.0

Seed, Feed & Residual 203 240 463 353 -110.0

Exports 1,289 1,050 1,007 1,100 +93.0

Total Use 2,417 2,231 2,416 2,411 -5.0

Ending Stocks 862 743 718 561 -157.0

Avg. Farm Price $5.70 $7.24 $7.77 $7.00 -$0.77

Stocks-Use 35.7% 33.3% 29.7% 23.3% -6.5%
Days of Ending Stocks 130 122 108 85 -24

Million Bushels

U.S. Wheat Supply and Use

Million Acres

Bushels per Acre
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importation program. This importation program has led to China holding over 60 percent of the 

World’s cotton inventory. This has helped U.S. exports and supported higher prices.  

 

Cotton ending-stocks are projected to decline to 2.9 million bales which would be a 21 percent 

stocks-use ratio. Cotton is relatively tighter, but not as tight as in 2011-12 where stocks-use 

reached 14.2 percent.   

 

 


