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The USDA released its latest World Agricultural Supply and Demand Estimates, or WASDE on Friday,
December 9. This report did little to adjust the market’s frame of reference for agricultural commodity
price expectations. Most quantities on the US corn, soybean, and wheat balance sheets were left
unchanged. Major recent news stories relevant to agricultural supply and demand — weather conditions in
Argentina and Brazil and China’s pivot away from ‘zero-Covid’ restrictions on economic activity — have not
yet fully materialized in terms of their impact on commodity production and consumption. These factors
and others will work themselves into USDA’s projections in the coming months. In addition, USDA will
move toward finalizing 2022 US production estimates in next month’s January WASDE report.

As the calendar year comes to its end, markets will begin to consider prospects for 2023 acreage and
production. Prices and futures calendar spreads will work to balance old-crop 22/23 marketing year
supply and demand with the expectations for the crop to be harvested in summer/fall of 2023. It is
informative to look back at initial projections for the 2022/23 marketing year and compare them to current
estimates. Realized 2022 US production was well below expectations and season average farm prices
will exceed initial expectations. This past price increase points to the risk of lower price levels for the
forthcoming 2023/24 marketing year.

Latest US Corn, Soybean, and Wheat Supply and Demand Estimates

While the December WASDE report does not typically contain major surprises for US crop balance sheets,
this month’s report was especially quiet. Table 1 presents supply and demand balance sheets for corn,
soybeans, and wheat. All production estimates remain unchanged from the November report. On use,
corn exports are projected lower by 75 million bushels to 2,075 million bushels. The entire decline in corn
exports went into higher ending stocks. Soybean and wheat use estimates remain unchanged from last
month.

The change in projected US corn exports was widely anticipated by the market. US corn export
commitments are lower than previous years and the pace of export sales remains well-behind that
necessary to meet USDA forecasts for the 22/23 marketing year. (See farmdoc daily November 28, 2022)
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Even with lower projections for corn exports, significant sales progress is necessary in the next few
months to meet the current forecast of 2,075 million bushels. Brazilian corn production is expected to
rebound significantly from last year’s diminished crop. As that new harvest comes to market in the spring
of 2023, US corn exports may face additional headwinds.

Table 1. 2022/23 US Balance Sheets for Corn, Soybeans, and Wheat and Change from
Previous Months Report

Corn Soybeans Wheat
Quantity (mil bu unless noted) December Change December Change December Change
Area Planted (ac) 88.6 0.0 87.5 0.0 45.7 0.0
Area Harvested (ac) 80.8 0.0 86.6 0.0 35.5 0.0
Yield per Harvested Acre (bu/ac) 172.3 0.0 50.2 0.0 46.5 0.0
Beginning Stocks 1,377 0 274 0 669 0
Production 13,930 0 4,346 0 1650 0
Imports 50 0 15 0 120 0
Total Supply 15,357 0 4,634 0 2439 0
Feed and/or Residual 5,300 0 20 0 50 0
Other Domestic Use 6,725 0 2,245 0 1043 0
Exports 2,075 -75 2,045 0 775 0
Total Use 14,100 -75 4,414 0 1868 0
Ending Stocks 1,257 +75 220 0 571 0
Stocks-to-Use Ratio (%) 8.9% +0.6% 5.0% 0.0% 30.6% 0.0%
Average Farm Price ($/bu) 6.70 -0.10 14.00 0.00 9.10 -0.10
Source: USDA December 2022 WASDE Report farmdocpaiLy

Overall, US corn and soybean market conditions remain relatively tight with the prospect for large price
changes in response to any positive production news, especially that from South America. The corn
stocks-to-use ratio was eased slightly to 8.9% in the December report. Soybean stocks-to-use remained
at 5%. Major changes to the supply and demand balance forthcoming in the remainder of the 2022/23
marketing year appear likely to come from factors outside the US. Analysts will be looking outside the US
for clues on market direction.

Meanwhile for wheat, US stocks remain comparatively high at 30.6%. While domestic use remains
relatively strong (see Sowell and Swearingen 2022) US wheat exports remain stuck on 775 million
bushels, the lowest level observed since 1971/72. US wheat prices have softened significantly since the
dramatic rally observed in summer 2022, but US exports remain uncompetitive in the global market where
many sellers vie for market share. To some degree, the US wheat market has turned inward and changes
in the US balance sheet have less impact on price (see USDA/ERS 2017).

Where It Started, Where It’s At

To add some context to the latest USDA balance sheet projections for US grains and oilseeds, compare
the US balance sheets from the December WASDE report to the initial estimates for the 2022/23
marketing year published by USDA as part of the annual Agricultural Outlook Forum back in late February
2022. These projections were made prior to the Russian invasion of Ukraine that served as a catalyst for
the broad commaodity price rally that peaked in early summer. They also came before drought conditions
in parts of the Great Plains and Western Corn Belt significantly affected crop yields.

Production shortfalls were common across all three major agricultural commodities. Corn, soybean, and
wheat production was 8.6, 3.2, and 15.0 percent below initial expectations, respectively. Drought
conditions affected yields, but lower than expected acreage for corn and wheat also played a role. On the
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use side, export sales to date have been lower than initially anticipated for all three crops. Corn is
perhaps the biggest disappointment as noted above; 2022/23 US corn exports are how 275 million
bushels or 12 percent below initial projections. However, commodity use has held up reasonably well and
more than half of the decline in expected production for each major crop has been absorbed by lowered
ending stocks.

Table 2. Current and Initial USDA 2022/23 US Balance Sheets for Corn, Soybeans, and Wheat

Corn Soybeans Wheat
Quantity (mil bu unless noted) Feb 22 Dec 22 Change Feb 22 Dec 22 Change Feb 22 Dec 22 Change
Area Planted (ac) 920 886 -34 88.0 875 -05 48.0 457 2.3
Area Harvested (ac) 842 808 -34 872 866 -06 395 355 -4.0

Yield per Harvested Acre (bu/ac) 181.0 172.3 -87 515 502 -1.3 491 46.5 -2.6

Beginning Stocks 1,540 1377 -163 325 274 -51 648 669 21
Production 15,240 13930 -1310 4,490 4,346 -144 1940 1650 -290
Imports 25 50 25 15 15 0 120 120 0
Total Supply 16,805 15357 -1448 4,830 4,634 -196 2708 2439  -269
Feed and/or Residual 5,650 5300 -350 25 20 -5 100 50 -50
Other Domestic Use 6,840 6725 -115 2,350 2,245 -105 1027 1043 16
Exports 2,350 2075 -275 2,150 2,045 -105 850 775 -75
Total Use 14,840 14100 -740 4,525 4,414 -111 1977 1868  -109
Ending Stocks 1,965 1257 -708 305 220 -85 731 571  -160
Stocks-to-Use Ratio (%) 132% 89% -43% 6.7% 50% -1.8% 37.0% 30.8% -6.4%
Average Farm Price (3/bu) 5.00 6.70 1.7 1275 14.00 1.3 680 9.10 23

Source: USDA December 2022 WASDE Report and USDA February 2022 Agricultural Outlook Forum farmdocoairy

Projected season average prices increased for each crop. The current season average corn price
projection is $6.70 per bushel or $1.70 above USDA’s initial forecast. Current soybean price levels are
$1.30 per bushel higher than the initial forecast of $12.75 and wheat prices are $2.30 per bushel above
the initial USDA forest of $6.80 per bushel. These price increases are roughly proportional to the size of
the observed production shortfalls; wheat prices proportionally increased the most through 2022, followed
by corn and then soybeans.

Going forward, initial 2023 production forecasts are likely to be similar to the levels given for 2022 by
USDA back in February. Realized yields at or slightly above the 2022 trendline levels projected by USDA
in the February outlook would likely mean lower price levels than what we see today, perhaps similar to
those forecast for 2022/23 back in February. When inventories are relatively tight, market prices can
move a lot - both higher and lower. Even though corn and wheat prices have declined in the second half
of 2022, they remain well above long-run average levels. Considering what we knew at the beginning of
2022 points to downside price risk for major grains in early 2023.
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