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Topics of interest 3rd Quarter 2023

International agriculture:

According to Ukraine’s Agriculture Ministry, Ukraine may run out of grain-storage space within
several weeks unless the export pace picks up. Ukraine hasn’t been able to increase shipments
via the Danube because of Russian attacks. So far, almost 25 ships have entered Ukraine’s Black
Sea ports since mid-September as a part of new safe corridor, collecting almost 1Mt of grain.

China’s corn prices have fallen to their lowest level in two years as China’s corn harvest
coincides with a protracted lull in demand from both the processing and animal feed sectors.
Increasing losses in the pig farming industry and declining profits from poultry breeding are
impacting feed demand.

Agriculture history:
Arich istory. The statue of Agriculture and the Chiqago Bard of Trade building
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The Chicago Board of Trade was established as a private membership organization in 1848 with
the goal of facilitating the city’s economic activity, including its burgeoning grain trade. The
Crimean War of 1853-1856 spurred international demand for American grain, forcing reforms
on an industry under pressure to move product more efficiently. Centralized trade coalesced
within the Board’s walls, memberships were further formalized, and quality grading
standardized. Forward contracts, which establish a price for future delivery, began trading large
sizes in the late 1850’s. In 1865, the Board established a set of standardized forward contracts,
and in 1877 Corn futures in Chicago were born. Corn futures were traded via open outcry (i.e.,
yelling and hand signals) in the Chicago Board of Trade pits until the Board’s merger with the
Chicago Mercantile Exchange and the advent of electronic trading in the 20th century. A
sculpture of Ceres, the Roman goddess of grain, stands atop the Chicago Board of Trade
building with other statues, notably signifying Agriculture and Commerce, guard the entrance
to the former trading floor.

Weather: we are still dry, but we are slowly making our way out of the drought.

U.S. Drought Monitor October 17, 2023
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The Drought Monitor focuses on broad-scale conditions.
Local conditions may vary. For more information on the
Drought Monitor, go to https:/droughtmonitor.unl. edw/About aspx
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Grain Markets:

Grain prices aren't dreadful, in historical terms. Cash corn at $4.60 and soybeans at $12.25 are
still better prices than farmers have had a chance to receive in seven (7) of the past 10 harvest
timeframes and they're currently available even while the official supply-and-demand tables
are predicting relative abundance.

However, grain prices are nevertheless disappointing when compared to last year's $6.90 (for
corn) and $13.50 (for soybeans) at this time of year. The human brain tends to anchor on its
most recent or most extreme memories and last year's prices tick both those boxes. With that
context, it seems that no one is very excited about selling grain "across the scale" at harvest
time in 2023. That's the colloquial phrase for selling bushels directly to the elevator at each
day's spot price when it's delivered -- no planning ahead, no hedging months in advance, no
storing for a few months to see what may happen in the future. Just bring in the grain today
and take the price being offered today. Some farmers choose to market all their grain this way,
but many farmers would typically set a price on their grain during other timeframes when the
seasonal tendencies are better and only sell across the scale if they happen to need cash at
harvest, or if they raised more grain than they anticipated, or if the prices seem particularly
compelling.

The Renewable Fuel Standard, the U.S. policy originating in 2005 requiring transportation fuel
sold in the United States to contain a minimum volume of renewable fuels, revolutionized corn
demand. In 2005, only 17.5% of the domestic supply of corn (1.603 billion bushels) was used as
alcohol for fuel. In 2022, that share rose to almost 44%, totaling 5.275 billion bushels of U.S.
corn to fuel alcohol. Feed and residual use, though diminishing dramatically in percent share,
fell only from 6.111 to 5.300 billion bushels due to a significant increase in overall domestic
supply during that time. In other words, domestic production and supply of corn has increased
since 2005 and that new supply has been overwhelmingly absorbed by ethanol production.

Domestic corn disappearance
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Yields:

It was nothing short of a turbulent growing season for U.S. wheat production — persistent
drought all winter and spring on the Southern and Central Plains and a hot and dry spell in the
Northern Plains at peak heading season this summer. For context, winter wheat abandonment
rates in the Plains were among the highest since the 1930’s Dust Bowl.

But heavy snowpack in the Upper Midwest this winter and late spring showers in the Plains
helped to keep production hopes alive for the 2023 U.S. wheat harvest — perhaps more than
the market had originally thought. USDA’s figures for hard red winter wheat (601M bu.) and
other spring wheat (505M bu.) surpassed all pre-report analyst estimates.

Total 2023 wheat production increased 4% from August 2023 forecasts. While the 2023 U.S.
wheat harvest was a far cry from a bumper crop, it was not as dire as the markets had it pegged
out to be for most of the summer.



U.S. Wheat Production, by variety
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Corn and soybeans:

Rainfall in late July brought relief from very dry conditions, but soil dried out again before early
August rains over most of lllinois and Indiana recharged soil moisture enough to restore crop
prospects for the 2023 season. Early expectations of poor yields due to lack of precipitation did
not materialize.

The only think | can attribute it to is drought-tolerant genes and other improvements in
genetically modified corn allowed the crop to weather severe drought across much of the

Midwest. Genetically modified corn accounts for more than 90% of the U.S. crop.

Below are Pro Farmers estimates. We will see how we shake out.



ProiiiFarmer 2023 Crop Estimates
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ProiiFarmer 2023 Crop Estimates
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*Pro Farmer corn crops are estimated in a range.
For soybeans, it's +/— 2%.



