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September USDA Report Day 
Eventful, Not Surprising   by Rich Morrison 

 

In my 30 something years in this business, I can’t 
remember a report where the trade got it so right. 
USDA’s estimates for yield, acres, production, and 2021 
ending stocks were almost exactly what the trade was 
expecting, which was impressive given the degree of 
the changes.   

 
 

USDA reduced both corn harvested acres & yield, as 
expected. The biggest yield drops were in Iowa, 
down 5.4% to 191 bushels, and Kansas, down 4.9% 
to 136 bushels. These reductions equated to 
reduced production of nearly 400 million bushels. 
USDA cut total demand 100 million bushels (feed & 
ethanol down, exports up), leading to a drop in 
ending stocks to 2.503 billion bushels. This is still a 
large number – the largest gross stocks since 1988, 
and the highest stocks/use ratio since 2001. So even 
with the 2nd largest demand year ever, we’re still 
likely to have PLENTY of corn. 

 Soybeans are the crop that got more interesting. 
USDA reduced production as expected. But with 
demand still forecast at a record 4.442 billion 
bushels, 129 million above production, stocks are 
expected to drop back to 460 million. Although that 
is still ‘enough’, it doesn’t leave a lot of room for 
error. This is why managed funds continue to hold 
the largest net long position on this date since 2012. 
We’ll see how long the Chinese purchases continue. 
 

USDA made another round of changes to the cotton 
production estimates this month, once again 
reducing harvested acres and reducing yield. Again 
this month they cut both harvested acres and yield, 
taking another 1 million bales out of production. But 
also like last month, USDA made another cut in 
export demand, which still leaves ending stocks in 
2021 of more than 7 million bales. Given the multi-
month upswing in price that cotton has already had, 
it’s unlikely that this report will give much boost. 
 

 
 

USDA gave us some HUGE surprises in the Market 
Year Average (MYA) prices, specifically 2021 corn 
and soybeans. The 2019-20 prices in the table above 
should be the final prices for last year. The ones 
highlighted in gold would be low enough to trigger 
PLC payments, which would likely be made in later 
October. But for the 2020-21 year, USDA raised the 
corn MYA price 40 cents to $3.50, and raised the 
soybean MYA price 90 cents to $9.25. This would 
reduce the potential PLC payment for corn to just 

 20 cents, and would kick soybeans way out of reach for 
receiving a payment. Now, there are still nearly 12 
months until these prices will be final. But it’s a game 
changer for those expecting big payments next year. 
What it really tells us is that the market has rallied 
sharply, and that USDA believes the market will hold 
most of the rally. This puts the impetus on us to use our 
marketing tools, as well as revenue insurance, to lock in 
much more of our revenue for the 2020-21 marketing 
year!  
 
 

 
 

Yet another thing that happened last Friday was the FSA 
releasing its updated estimate of acres, based on 
producer certifications. FSA now estimates total 
prevented plant acres in 2020 at more than 10 million 
(red on the bar chart). This explains a lot. Following the 
June 30 acreage report, many of us were wondering 
what happened to ‘lost’ acres this year – there were 
roughly 5 million acres missing in USDA’s math vs last 
year. This adjustment helps to fix the math. I’m not sure 
there will be a market reaction, other than the trade 
now feeling more comfortable with USDA’s balance 
sheets. 
 

Moving forward, keep in mind that revenue insurance 
policies have or will soon be setting harvest prices. After 
that, we’ll be 100% reliant on the market for managing 
price risk for our unpriced 2020 crop! 
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	Upload your Logo: 


