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2023 and 2024 decisions

2023 Decisions Summer 2023

Pre-harvest market more
particularly when buying products

Make a commodity title choice
Make a choice

Choose RP at high coverage
Maybe add SCO/ECO

T ILLINOIS farmdoc



Marketing

Typical Amounts of Pre-Harvest Hedging by Date Prior to Harvest

Date Percent of Expected Corn Productiont Average
Prior to Percent

Harvest None 1to 10% 11to 25% 25to 50% 50to 75%  Over 75% Hedged?

Jeinitpziry 0%
22%0
49%0

! Farmers were asked how much of 2018 expected production was forward priced using forward of futures contract.
2 Average percent hedged weight responses to arrive at an average percent hedged.

farmdocpairy

From farmdoc Daily, May 15, 2018
https://farmdocdaily.illinois.edu/2018/05/pre-harvest-hedging-revenue-protection.html

| would be higher
That is not a price projection, but a risk management suggestion

T ILLINOIS farmdoc



Corn and Soybean Cash Prices, Central lllinois
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U.S. Prices by Marketing Year

2017-18 | 2048-19 | 2019-20 | 2020-21 | 2021-22° 2022-23 | 2023-24
Corn  3.36 3.61 3.56 4.53 5.95 6.70 5.30
Soybeans  9.33 8.47 8.57 10.80 13.60 14.30 13.10
Wheat 4.72 5.16 4.58 5.05 7.63 9.00 7.30

National Market Year Average (MYA) price by year
A September to August for corn and soybeans
A June to May for wheat

Calculated by NASS
A 202223 is projection in WASDE report

A 202324 isour projection

T ILLINOIS farmdoc



2023 Corn Projected Price
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I ILLINOIS Source: USDA RMA https://prodwebnlb.rma.usda.gov/apps/PriceDiscovery/ farmeCDAILY




lllinois Corn
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2023 Soybeans Projected Price
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I ILLINOIS Source: USDA RMA https://prodwebnlb.rma.usda.gov/apps/PriceDiscovery/ farmeCDAILY




lllinois Soybeans

$16.00 m Projected Price  mHarvest Price  mPrice Volatility

$14.00

12.8712.8

$12.00

$10.00

$8.00

$6.00

$4.00

$2.00

$0.00
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

I ILLINOIS Source: USDA RMA https://prodwebnlb.rma.usda.gov/apps/PriceDiscovery/ lfC‘II"I‘I‘IdOCDAILY



Total Costs of Producing Corn for Central Illinois in $ per acre

$1,199
$1,200
$1,000
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X ILLINOIS Source: lllinois Farm Business Farm Management farmdoc



Minimum
Cash Guarantees

with RP Crop
Insurance

Can approach

but not cover costs at
highest coverage level
with crop insurance

X ILLINOIS

€om Saybeans

Non-land costs $858 $532
Cash Rent $341 $341
Total Costs $1,199 $873
TAAPH yield 230 72
Projected price $5.91 $13.76
Basis -0.3 -0.3

Coverage level

Min Cash:Guarantees
($ per acre)

85% $1,101 $861
80% $1,036 $810
15% $971 $760
70% $906 $709
65% $842 $658
60% $777 $608

farmdoc



RMA Insurance Products
deadline i1s March 15

Yields Guarantee
Acronym Name used Insures Increase
RP Revenue Protection Revenue Yes
RPhpe RP with harvest price exclusion I(:uanritm) Revenue No
YP Yield Protection Yield No
ARP Area Revenue Protection Revenue Yes
ARPhpe | ARP with harvest price exclusion | County Revenue No
AYP Area Yield Plan Yield No

Add-ons to Farm Level

(provides revenuelyield or guarantee increase like underlying RPhpe YP):
SCO (Supplemental Coverage Optiacgunty coverage from 86% to coverage of underlyindRRRpe YP
ECO (Enhanced Coverage Optiamunty coverage from [90% or 95%] to 86%

T ILLINOIS farmdoc



Percent Acres Insured, lllinois, Corn, 2022

Coverage 3% of acres
Level RP RPhpe YP ARP | ARPhpel  AYP  ERWITWYEYGls
50 1% 0% 0% Protection
55 0% 0% 0% 10 |
60 % 0% 0% oof acres in
65 1% 0% 0% 0% ggsg:zg: ntal
70 4% 0% 0% 0% 0% | Option
75 | 16% | 1% 0% 0% 0% |
80 | 38% | 1% 1% 0% 0% 0% g’fﬁ; acresin
85 | 34% | 0% 1% 0% 0% 0% | Goverage
90 1% 0% 0% | option
Total | 94% 2% 2% 1% 0% 0%

T ILLINOIS farmdoc



The preferred crop insurance policy
of most farmers

MoSt: Farmers:
A Revenue Protection (RR)

A With Trend Adjustment
(and use Yield Exclusion iffavailable)

A At high coverage level

Stay with the above program, perhaps add SCO/ECO

T ILLINOIS farmdoc



What do | give up by using
SCO and ECO on Soybeans?

Combined Policy Premiums = -5
Coverage RP SCO SCO Soybeans
Level RP SCO ECO-90% ECO0-95% Platt County ”linOiS
$ per acre !

50% 0.23 4.89 11.67 25.16 " I
55% 0.35 5.02 11.80 25.29 Enterprlse Units
60% 0.51 5.17 11.95 25.44 100 acres
65% 0.78 5.44 12.22 25.71
70% 1.29 5.89 12.67 26.16 | TA-APH =73 bu_
75% 2.30 6.67 13.45 26.94
80% 4.65 7.94 28.21| APH =71 bu.
85% I 9.75 I 10.52 17.30 30.79

Supplemental Coverage Option (SCO) 1 county coverage from 86% to RP coverage level
Enhanced Coverage Option (ECO) T county coverage from 95% and 90% to 86%

T ILLINOIS farmdoc



Supplement Coverage Option (SCO)

ACounty coverage available in
86% to coverage level of RP policy

ACan only be used if commodity title choice
IS Price Loss Coverage

AEligible for RP, RPhpe, YP (not ARP, ARPhpe, AYP)

ACoverage of SCO mimics that of the underlying
RP, RPhpe, YP

T ILLINOIS farmdoc



Enhanced Coverage Option (ECO)

ACounty coverage available in:
95% to 86%
90% to 86%

ACan be used with or without SCO

ACan be used regardless of Commodity title choice
(ARC and PLC)

AEligible for RP, RPhpe, YP (not ARP, ARPhpe, AYP)
ACoverage of ECO mimics that of the underlying RP, RPhpe, YP

T ILLINOIS farmdoc



Drop from RP-85% to RP-80%+SCO+ECO-90%

Advantage

County coverage from 90% to 80%

Harvest price < projected price:
A13.76 x 72.5 expected yield x .90 = $898
A13.76 projected price x72.5 expected yield x .80 = $798

Higher chance of payment and payout

Disadvantage
Farm coverage from 85% to 80%
Reduce prevent plant payments (60% of guarantee)
Farmer-paid premium costs $4.97 = ($14.72 - $9.75)

T ILLINOIS farmdoc



WHIP, WHIP+, ERfDisaster Assistance Program

AThe program increased the
coverage level on crop
Insurance and Noninsured
Crop Disaster Assistance
Program (NAP) policies

ANote that the disaster
program shrinks the range

of coverage from
0%- 85%t0

Factors Used to Increase Coverage
Levels on Crop Insurance Policies

Coverage
Level

CAT
50%
55%
60%
65%
70%
75%
80 and 85%
SCO

WHIP+
75.0%

77.5%
80.0%
82.5%
85.0%
87.5%
92.5%
95.0%
95.0%

ERP
75.0%

80.0%
82.5%
85.0%
87.5%
90.0%
92.5%
95.0%




Commodity Title

‘,umm! —
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2023 Commodity Title Choices
ARC-CO and PLC

have till

March 15 th

to make decision

IIIIIIII



Commodity Title Choice

APayments not likely on corn, soybean, or wheat base
from PLC or ARC-CO given current prices.
A Donodot sweat this deci si ol

AARC-CO more likely to trigger payments

(caveat: 1% chance vs less than 1% for PLC)

AConsiderations:
What type of risk concerns you most?
Crop insurance choices/options (use of SCO requires PLC)

T ILLINOIS farmdoc



The Decision
Have until March 15

Farm Program Crop Crop Choice
Corn PLC/ARC-CO

FSA Farm ARC-IC
1 Soybeans PLC/ARC-CO
Corn PLC/ARC-CO

FSA Farm ARC-IC
2 Soybeans PLC/ARC-CO

X ILLINOIS

farmdoc



Corn Prices for PLC and ARC

$7.00 - _
Marketing Year Average
$6.50 - (MYA) Price
$6.00 -
$5.50 -
$5.00 -
$4.50 -
$4.00 - ARC Benchmark
$3.50 - Effective Reference Price $3.70
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Soybean Prices for PLC and ARC

$15 - |

Marketing Year Average
$14 - (MYA) Price
$13 -
$12 -
$11 -
$10 -

ARC Benchmark
$9 -
Effective Reference Price $8.40

$8 -
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$7 1 1 1 1 1 1 1
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Wheat Prices for PLC and ARC
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$9
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$4

Marketing Year Average
(MYA) Price

ARC Benchmark

Effective Reference Price $5.50

ARC Trigger*

X ILLINOIS
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Corn, from Farm Bill What If Tool

Program Selection PLC minus ARC- State = lllinois, County = Champaign, Crop = Corn, Year = 2023
Price Change $ 0.25 ARC-CO Benchmark Yield = 222.65, Benchmark Price = $3.98, Guarant:
Yield Change 10 PLC Yield =179, Effective Reference Price =$3.70
-2023
County 2023 Market Year Average Price
Yield $3.25 $3.50 $3.75 $4.00 $4.25 $4.50 $4.75 $5.00 $5.25 $5.50 $5.75
270 68 30 0 0 0 0 0 0 0 0 0
260 68 30 0 0 0 0 0 0 0 0 0
250 68 30 0 0 0 0 0 0 0 0 0
240 68 30 0 0 0 0 0 0 0 0 0
230 56 30 0 0 0 0 0 0 0 0 0
220 28 30 0 0 0 0 0 0 0 0 0
210 1 7 0 0 0 0 0 0 0 0 0
200 -7 -22 -10 0 0 0 0 0 0 0 0
190 -7 -45 -42 -2 0 0 0 0 0 0 0
180 -7 -45 -74 -36 0 0 0 0 0 0 0
170 -7 -45 -75 -70 -34 0 0 0 0 0 0
* A positive value indicates that PLC will pay more, a negative value indicates that ARC-CO will pay more.

X ILLINOIS

farmdoc.illinois.edu/fast-tools/arc-co-plc-model farmdoc



au @ farmdoc ARC/PLC Calculator https://fd-tools.ncsaillinois.edu/arcplc

4 4 ~N
State Likelihood.of Expected
. I ARC-CO Payments [ PLC Payments Expected Payment MYA )
lllinois Payment.($) Payment Distributions Price ($) Yield
0 10 00 ag | -FAYMENL.(2) I Price.(s (bushel/acre)
County
Champaign
$13.11 100% M
Crop Reference Price 2019 N 3356 191.9
o, i V
Corn $ 37 $21.30 100%
Practice Type *
QO Irrigated (@ Non-Irrigated @ 2020 $0.00 0% M
, $4.53 204.4
Forecast Model SOOO 0% o
Forecast ®
PLC Payment Yield *
$0.05 0% A A
179 bu/acre o 2021 IN WA
. . $5.95 216.0
ARC Trend Yield * $0.00 0%
1.71 bu/acre @
IR nout 2022 $0.06 0% MA
rogram Inputs
$0.00 o N $5.80 219.5
ARC Coverage Level 86 % ‘ °
ARC Coverage Range 10 %
Payment Acres 85% 2023 $0.15 0% vy A
. . $5.40 2194
> RUN MODEL $0.00 0%

Model data last updated: Jan 18, 2022
I ILLINOIS 2019 and 2020 numbers are actual values of ARC/PLC payments. All 2019 and 2020 yields and prices are final. farmdoc



Soybeans, from Farm Bill What If Tool

Program Selection PLC minus ARC- State = lllinois, County = Champaign, Crop = Soybeans, Year = 2023
Price Change $ 0.50 ARC-CO Benchmark Yield = 69.81, Benchmark Price = $9.57, Guarante
Yield Change 5 PLC Yield =55, Effective Reference Price = $8.40
-2023
County 2023 Market Year Average Price
Yield $7.50 $8.00 $8.50 $9.00 $9.50 $10.00 $10.50 $11.00 $11.50 $12.00 $12.50
95 42 19 0 0 0 0 0 0 0 0 0
90 42 19 0 0 0 0 0 0 0 0 0
85 42 19 0 0 0 0 0 0 0 0 0
80 42 19 0 0 0 0 0 0 0 0 0
75 32 19 0 0 0 0 0 0 0 0 0
70 0 6 0 0 0 0 0 0 0 0 0
65 -15 -28 -19 0 0 0 0 0 0 0 0
60 -15 -38 -55 -29 -4 0 0 0 0 0 0
55 -15 -38 -57 -57 -44 -21 0 0 0 0 0
50 -15 -38 -57 -57 -57 -57 -42 -21 0 0 0
45 -15 -38 -57 -57 -57 -57 -57 -57 -48 -29 -10
* A positive value indicates that PLC will pay more, a negative value indicates that ARC-CO will pay more.

X ILLINOIS

farmdoc.illinois.edu/fast-tools/arc-co-plc-model farmdoc



Wheat, from Farm Bill What If Tool

Program Selection PLC minus ARC- State = Illinois, County = Champaign, Crop = Wheat, Year = 2023
Price Change $ 0.25 ARC-CO Benchmark Yield = 78.99, Benchmark Price = $5.50, Guarante
Yield Change 5 PLC Yield = 64, Effective Reference Price = $5.50
-2023
County 2023 Market Year Average Price
Yield $5.00 $5.25 $5.50 $5.75 $6.00 $6.25 $6.50 $6.75 $7.00 $7.25 $7.50
105 27 14 0 0 0 0 0 0 0 0 0
100 27 14 0 0 0 0 0 0 0 0 0
95 27 14 0 0 0 0 0 0 0 0 0
90 27 14 0 0 0 0 0 0 0 0 0
85 27 14 0 0 0 0 0 0 0 0 0
80 27 14 0 0 0 0 0 0 0 0 0
75 27 14 0 0 0 0 0 0 0 0 0
70 7 8 0 0 0 0 0 0 0 0 0
65 -10 -14 -14 0 0 0 0 0 0 0 0
60 -10 -23 -37 -24 -12 0 0 0 0 0 0
55 -10 -23 -37 -37 -37 -25 -14 -2 0 0 0
* A positive value indicates that PLC will pay more, a negative value indicates that ARC-CO will pay more.

X ILLINOIS

farmdoc.illinois.edu/fast-tools/arc-co-plc-model farmdoc






Crop Insurance Decisions - 2023

farmdoc.illinois.edu/crop-insurance

X ILLINOIS

The farmdoc Crop Insurance section

offers IFARM online tools including the
Premium Calculator, Payment Evaluator
and Price Distribution Tool. These tools
are updated annually during the Spring
crop insurance election period.

Premium Calculator

Crop Insurance Premium

Calculator
Last Updated: February 3, 2022

The 2022 iFarm Crop insurance Premium Calculator
allows users to develop highly customized estimates
of their crop insurance premiums, and compare
revenue and yield guarantees across all available
crop insurance products and elections for their actual
farm case.

farmdoc



