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Agricultural Policy and Market Situation 

Newsletter 

Top Ag News Headlines in 2019  

No. 10: Hemp Takes Off in 2019 

Hemp headlines as the No. 10 top ag story of 2019. With an intense 

swell of public interest in products containing Cannabadiol (CBD) 

oil, farmers’ interest have been stoked as to hemp’s potential profit-

ability. Hemp acreage doubled in 2019 with more farmers expected 

to elect to grow hemp in 2020 now that crop insurance is available 

and restrictions on hemp cultivation have been eased.  

With the Farm Bill’s passage, the market for products featuring 

CBD exploded. Oils, pills, salves, and food products containing 

CBD are now everywhere, even though their has been only CBD 

based product approved by the FDA, a product whose intended use 

is for children suffering with epilepsy. In November, the FDA cau-

tioned 15 companies that they could not advertise CBD based prod-

ucts as a treatment for any particular disease, as a dietary supple-

ment or for either human or animal consumption. The FDA then 

summarily issued a warning for consumers pertaining to what the 

Agency doesn’t know, to date, about CBD. Yet, CBD sourced prod-

ucts continue to garner U.S. public attention with sales at just under 

$2 billion in 2019. Some analysts call for CBD based product sales 

to top $20 billion in less 

than a decade. (BDS Analyt-

ics) Some farmers, primarily 

those producing hemp for 

CBD oil extraction, are re-

porting revenues in the 

neighborhood of $50,000 an 

acre. 

Continued on page 3 

U.S./China Phase 1 Trade Agreement  

After the U.S. and China reached an initial trade deal earlier this month, doubts began to emerge about the potential for China to quickly 

ramp up demand for U.S. farm goods to the $40-$50 billion annual range envisioned in the agreement. Despite growing concerns over the 

feasibility of the deal, an influential Chinese industry expert indicated that China won’t have a problem buying $40 billion in U.S. farm 

goods. 

Shanghai based JC Intelligence Co., China’s premier agricultural consultancy says that China could spend $18.7 billion a year on U.S. soy-

beans. It could also buy about $7 billion worth of other grains and related products, more than $2 billion in poultry and chicken feet, and 

$2.5 billion worth of nuts, JCI said. Cotton, fish and ethanol are also on the table. Citigroup Inc. said it’s skeptical that China can purchase 

$40 billion to $50 billion in American farm goods next year, and that even reaching $32 billion would be a “challenging feat.” While U.S. 

President Donald Trump expressed confidence China would meet the goal “pretty soon,” doing so would require a huge jump in China’s 

imports, potentially stretching its capaci-

ty to absorb the products. China import-

ed about $24 billion in U.S. agricultural 

and related products in 2017, the year 

before the trade war began. China’s soy-

bean imports from the United States last 

year were halved from 2017 levels to 

16.6 million tonnes, the lowest annual 

total since 2008. 

JCI’s projections were based on a 

“careful study” of China’s import vol-

ume of U.S. farm products in the past 

and assume favorable weather and pric-

ing throughout the company said.  
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Phase 1 Trade Agreement  (cont.) 

It noted that China’s U.S. soybean imports hit a record high of 33.66 million tonnes in 2016.JCI expects another $2.1 billion will come 

from 1 million tonnes of frozen pork and offal imports, while sorghum, corn and distillers’ grains imports will reach about $1.8 billion 

each. It did not include vol-

umes bought for state reserves. 

“The U.S.-China trade war has 

accelerated Brazilian efforts to 

erode the United States’ share 

of the world soybean export 

market, and some of the shifts 

in global grain flows could last 

for years, according to execu-

tives at CHS Inc, the largest 

U.S. farmer cooperative. 

 

“Even with a so-called Phase 1 

trade pact expected to be 

signed in January, uncertainty 

over Chinese purchases of 

American farm products – spe-

cifically what goods China has 

agreed to buy, in what volumes 

and which timeframes – means 

that some of the profound trade 

changes that have occurred 

during the past 18 months are 

at risk of becoming permanent, 

they said.” 

 

On the other hand, a Reuters News item from Wednesday reported that, “Brazil could lose $10 billion per year in farm exports to China if 

a recent Sino-U.S. trade deal is implemented as proposed, according to a study by Brazilian research center. 

 

“Brazil-China trade could return to pre-trade war levels, erasing some of the gains seen, particularly last year, said Marcos Jank, a former 

BRF SA executive in Asia and agricultural trade expert, who coordinated the study.” And with respect to the initial trade deal being 

signed, Bloomberg writers Joshua Gallu and Shawn Donnan reported late last week that, “The U.S. and China are arranging the formal 

signing of the first phase of a broader trade deal between the world’s two biggest economies, President Donald Trump said after discus-

sions between him and his counterpart, Xi Jinping. 

 

Details on China’s purchase commitments could be left out of the text of the agreement that is made public because officials have been 

concerned that commodities markets could be distorted if such information is released. The deal is expected to have some flexibility so 

that China can tailor its purchases to market demand. China has taken some action with respect to agricultural trade since the announce-

ment of the initial trade agreement with the U.S. And Bloomberg News reported earlier this week that, “China approved a new strain of 

genetically modified soybeans developed by a U.S. company, a move that could bolster looming trade talks. “The variety approved for 

import is an insect-resistant soybean from Dow AgroSciences LLC, according to a list published by China’s agriculture ministry on Mon-

day. The nation also approved a new type of GMO papaya and renewed permits for 10 crop varieties, including corn and canola.” 

‘The news helps confirm China’s opening of its market to U.S. GMO products and dropping additional non-tariff barriers,’ said John 

Payne, senior futures and options broker at Daniels Trading in Chicago. 

 

“Chinese imports of U.S. soybeans more than doubled in November after the Phase 1 agreement was initially announced in mid-October 

— a sign that reduced tensions might have begun to ease the strain on American farmers, according to AWeb.com, a news website that 

serves China’s farming industry.” “The year is ending on a high note for American soybean farmers, with prices on pace for their best 

monthly performance since 2016.”  “Soy futures were on course to gain more than 8% in 

December, the biggest monthly ad-

vance for a most-active contract 

since April 2016,” the Bloomberg 

article said.  
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2019 Headlines (cont.) 

Farmers are attracted to the prospect of profits that hemp can deliver. 

Nationally, hemp acreage in 2019 was projected at 511,442 acres, 

with 16,877 grower licenses across 34 states. (Vote Hemp: U.S. 

Hemp Report) Slightly less than half those acres, around 230,000 

acres, were actually planted. In appearance, hemp resembles mariju-

ana but has lower levels of THC. Under the Farm Bill, Hemp that is 

harvested must not contain THC levels above 0.3% on a dry weight 

basis. While the USDA may allow for some latitude, crops testing 

above 0.5% THC must be destroyed at the owner’s expense.  

 

Under USDA rules, diversified farmers who grow hemp will be able, 

starting in the 2020 crop year, to buy whole farm revenue protection. 

Farmers cultivating hemp will also be eligible to buy Noninsured 

Crop Disaster Assistance Program (NAP) policies. To qualify for 

these USDA programs, farmers will need to be legally licensed to 

cultivate hemp by their state/tribe and that producer must file de-

tailed acreage reports with their local Farm Service Agency office 

detailing the physical location of those hemp crops. The USDA is 

interested in knowing the intended final use for the hemp cultivated 

on those farms, whether it's for fiber, grain, seed or oil. 

 

The USDA will require testing by labs registered with the U.S. Drug 

Enforcement Agency. Sampling will be one within 15 days before 

harvest by a USDA-approved sampling agent, or a federal or state 

law-enforcement agent.  

 

The No. 9 top ag story of 2019 was African swine fever's (ASF) im-

pact on China leading to a shift in global pork exports. ASF 

helped boost U.S. pork sales to China despite high tariffs. China 

eventually even announced it would drop retaliatory tariffs against 

U.S. pork in a bid to spur more imports.  

 

ASF in China has proved to be a major force globally in shifting 

protein sales in 2019, and it will continue to influence global meat 

exports throughout 2020.China's pork herd, the world’s largest, was 

projected by analysts at Rabobank to shrink by more than half by the 

end of 2019, leading to roughly a 25% decline in pork production 

throughout the year. Early in 2019, retail pork was cheap as the gov-

ernment pushed farmers to aggressively slaughter animals, but, by 

early summer, Chinese pork consumption had eviscerated domestic 

pork supplies, leading for calls to increase pork imports. Despite 

tariffs as high as 72% on U.S. pork, sales of pork and variety meats 

to China were nearly $1 billion through October, up roughly 34% 

from a year earlier. Sales in volume were 55% higher. 

 

To alleviate skyrocketing pork prices, China announced in early De-

cember it would drop tariffs on U.S. pork and soybeans. The USDA 

projects Chinese soybean imports for the 2019-20 crop year at 85 

million metric tons (3.12 billion bushels), down from 94.1 mmt (3.46 

bb) in the 2017-18 crop year. Rabobank anticipates Chinese animal 

feed imports to fall by 17% by the end of 2019, but rebound in 2020 

as Chinese farmers switch to raising more poultry and aquaculture. 

ASF’s threat to the North American livestock herd looms large as 

the disease has spread throughout both Asia and Europe. To counter 

this threat, the U.S. has tightened import controls. 

 

The No. 8 top ag story of 2019 was farm related stress and its toll on 

farmers and ranchers, caused by a number  of factors ranging 

from weather challenges to international trade wars. Farmers en-

dured a long season of uncertainty that has advocates calling for 

more attention and resources to be devoted to mental health. While 

agriculture and farmers are no strangers to adversity, the seasonal 

strife was long-lived and widespread. This year's challenging weath-

er included powerful late-winter blizzards, widespread devastating 

floods, and seemingly endless rains delaying crop planting and har-

vest. 

 

The No. 7 top ag story of 2019 was that Dicamba fatigue was setting 

in. Despite one of the most r estr ictive pesticide labels in agr icul-

tural history, Dicamba continues to move off target and cause dam-

age to landscapes across the Midwest and South. With no response 

from the EPA, a growing number of states announced their own re-

strictions related to Dicamba in a bid to try to decrease injury reports 

and help overwhelmed state pesticide regulators. These state 

measures, such as early summer cut-off dates, set the stage for a 

showdown over states' versus federal rights in policing pesticides. 

 

Last year, the EPA renewed the federal labels of three Dicamba 

sourced herbicides for use over the top of Dicamba-tolerant crops. 

The new labels, set to expire in December 2020, are some of the 

most restrictive herbicide labels in agricultural history.  

 

By the end of the year, state pesticide regulators from 19 states re-

ported nearly 1,400 cases of alleged Dicamba injury. Most regulators 

suspect these cases represent only a fraction of the actual drift cases 

occurring, given that three years of reporting with no repercussions 

have left many rural citizens and farmers with "dicamba fatigue," a 

term coined by Indiana state pesticide regulator Leo Reed. 

 

In March, the EPA announced it was reevaluating states' ability to 

use Section 24(c) special local needs labels to further restrict the 

federal labels of Dicamba, although it permitted states to enforce 

them in 2019. The EPA then fell silent on Dicamba. This is opposite 

of the EPA’s approach in 2018, when they conducted weekly confer-

ence calls with state regulators and weed scientists on Dicamba inju-

ry during the summer and fall, the agency had no formal communi-

cation set up with states on this topic in 2019 until late November. 

 

With no additional guidance on the continued legality of 24(c) label 

restrictions, a growing number of states have announced new Dicam-

ba restrictions beyond the federal label for 2020.  

 

Continued next page 
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2019 Headlines (cont.) 

 

The No. 6 top ag story of 2019 was how the year ended with the ratification of USMCA serving as an important win for President Trump, 

as well as U.S. farmers. After Democrats took over the House of Representatives in January, USMCA was no longer a slam dunk for Pres-

ident Trump and his trade team. U.S. Trade Ambassador, Robert Lighthizer, spent much of the year negotiating with House Democrats 

while agricultural groups lobbied Congress in every way possible to ensure USMCA’s ratification. 

 

Canada and Mexico are top markets for most agricultural commodities. Under NAFTA, food and agricultural exports to Canada and Mex-

ico grew from $9 billion in 1993 to nearly $40 billion in 2018. USMCA is expected to boost U.S. agricultural exports by an additional 

$2.2 billion, according to an International Trade Commission report. 

 

Mexico's Senate ratified the trade deal in the early summer. Canadian officials chose to wait until after their country's parliamentary elec-

tions in October, partially because Canadian dairy farmers did not like changes in USMCA granting U.S. dairy farmers access to the Ca-

nadian market. As the year moved on, Canadian PM Justin Trudeau opted to wait until the U.S. ratified the trade agreement before moving 

ahead with ratification efforts. In a paradox for American politics, one day after House Democrats voted to impeach President Trump, they 

voted along with House Republicans in a 385-41 vote to approve USMCA.  

 

The No. 5 top ag story of 2019 was how net farm income is projected to be the highest in five years, but how a significant part of that is 

derived from government assistance. With farms’ reliance on government payments on the rise, so are other financial measures. Delin-

quency rates on loans, while still small, are on the rise and farm debt has hit a record-high $415 billion as debt-to-asset and debt-to-equity 

ratios climbed. The USDA projects net farm income to hit $88 billion in 2019, which, if realized, would be the highest in five years. 

 

The No. 4 top ag story of 2019 was the ethanol and biodiesel industries' mighty struggles during the year brought on by poor economics 

and a federal policy granting small-refinery exemptions to the Renewable Fuel Standard. For the ethanol and biodiesel industries, this past 

year was one of the most difficult for biofuels since the Renewable Fuel Standard became law in 2005. Profit margins have been mostly in 

the red for most of 2019, forcing both ethanol and biodiesel companies to close plants and scale back production. The ethanol industry 

was saddled by an oversupplied market and a precipitous drop in the price of renewable identification numbers, or RINs. The price of bio-

fuel credits fell as the EPA continued a policy of granting small-refinery exemptions in unprecedented numbers. 

 

The No. 3 top ag story of 2019 was how a year of market havoc, unforgiving weather and a brutal series of events affected the cattle in-

dustry. Fir st, it was the bitter -cold calving season that shook cattlemen to their core, along with some dangerous blizzards. Instead of 

every two hours, cattle producers at times struggled to check every 15 minutes, hoping no new calves were born in the night's storm or 

froze down to the ground. They did all they could to save newborn calves. Next, it was the treacherous floods that swept away freshly 

planted seed, fences and stored commodities. At a time when input costs are at an all-time high, cattlemen were devastated by the flood's 

effects. Stored grain was swept away, haying season was cut in half because the fields were too wet to cut, the hay that was harvested was 

washy, and keeping 2-month-old calves healthy in wet conditions was a battle. 

   

The No. 2 top ag story of 2019 was the on-again, off-again tariff war with China that car r ied on all of 2019 and led to $16 billion 

more in government money for farmers approved by the 

Trump administration. The U.S. and China almost had a trade 

deal in May, in August, in October, in November, and in mid-

December, there is the tentative agreement on phase one. The 

on-again, off-again relationship between President Donald 

Trump and China was one of the major market movers 

throughout the year, as word of a deal -- or a fiery tweet -- 

would send soybeans, pork and other commodity prices swirl-

ing. A deal with China was the light at the end of the tunnel for 

farmers, until the threat of more tariffs came, then a deal was 

close, or not.  

 

The No. 1 story of 2019 was the wet weather and its multi-

billion-dollar impact on agriculture, rural areas and the 

lives of farmers and ranchers. This year 's severe wet 

weather challenges seemed relentless for some areas of the 

country, and left a staggering, frustrating impact on the agricul-

ture sector stretching from the Northern Plains to the Gulf of Mexico. Extensive flooding, beginning in March, was especially a factor in 

causing billions of dollars of economic and infrastructure damage, left almost 20 million acres of land unplanted, killed thousands of live-

stock and created an agronomic headache for farmers attempting to get their late crops in and harvested before winter. Even transporting 

their produce to market was a challenge, as barge traffic was shut down for months on important river systems. 

 

 

University of Illinois. 
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House Advances USMCA, Senate Com-

mittee  

The House passed a new North American trade deal on Thursday, 

ending a more than yearlong slog to iron out Democratic concerns 

about the agreement. 

The chamber approved the United States-Mexico-Canada Agree-

ment, one of President Donald Trump’s economic and political pri-

orities, in an overwhelming vote of 385-41. Thirty-eight Democrats 

opposed it. The trade pact now heads to the Senate, which is ex-

pected to ratify it in early 2020. 

Most Republicans and Democrats have praised this latest version of 

USMCA, which serves to replace the North American Free Trade 

Agreement. GOP lawmakers and key business groups said it will 

follow through on Trump’s promise to refresh NAFTA — though 

they have criticized concessions to the Democratic-held House on 

intellectual property standards. 

Democrats cheered tools to boost enforcement of labor standards, 

saying they would deter companies from moving jobs to Mexico. 

Still, some lawmakers and unions have concerns the deal does not 

go far enough to stop American companies from outsourcing jobs. 

USMCA tightens rules of origin for auto parts and requires a larger 

share of cars to be made by workers earning at least $16 per hour. It 

also increases access to Canadian dairy markets for American farm-

ers and updates digital trade rules, among other provisions. 

Canada and Mexico are the largest U.S. export markets. 

The GOP-held Senate is also expected to pass USMCA with biparti-

san support. It is unclear when the chamber will ratify the agree-

ment, as the Senate will likely hold a trial on whether to remove 

Trump from office. 

Republicans have used the deal as a political tool for months, argu-

ing that Democrats were more focused 

on impeaching Trump rather than re-

placing NAFTA. Democrats in districts 

reliant on trade with America’s north-

ern and southern neighbors now aim to 

put pressure on Senate  Majority Leader 

Mitch McConnell to ratify USMCA. 

ARC/PLC and Yield Update Farm Management Tools from the LSU AgCenter  

The intent of this farm policy tool is to illustrate the effect that changes in monthly national marketing year average (MYA) price esti-

mates and expected area yields have on the frequency of triggering farm program payments and, therefore, estimating any potential pay-

ment amount received by producers under each farm program payment regimen. Producers can enter their own national MYA price and 

parish yield expectations into the spreadsheet and the decision tool will simultaneously estimate an ARC-CO payment scenario over a 

range of MYA prices and parish yields that are within a predefined range of the individualized data points. Producers will also be required 

to enter their farm’s PLC program yield.  

 

 

 

 

 

 

 

 

 

 

 

Additionally,  a secondary  MS® Excel Producer Decision Tool that allows 

growers to evaluate alternatives to updating the PLC program yield.  Effective 

for CY 2020, provisions of the 2018 Farm Bill allow farms the opportunity to 

update their payment yield for covered commodities.  Payment yield updates 

can be made regardless of subsequent program selection with yield used un-

der the PLC program to calculate any payment for the covered commodity on 

the farm. Contact your local county agent for availability of these tools.   

Export Solutions. 
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Ag Lender Concerns: 2019 American Bankers Assoc. (ABA) Survey Results  

Agricultural lenders can provide a unique outlook on circumstances in the farm economy. Farmers and farm businesses that use short- or 

long-term financing are routinely required to present financial updates to their loan officers, thus, giving lenders a distinct opportunity to 

evaluate local farm economy conditions. These insights are particularly valuable during times of transition when the nation’s agricultural 

sector is cycling through economic troughs and peaks. In December 2016, the ABA and Farmer Mac collaborated on their first joint sur-

vey of agricultural lenders to gauge overall industry sentiment on the farm economy, expectations on land values, prospects for the com-

ing year and issues facing the broader economy. 

 

The agricultural economy and farm income remain stressed in 2019 with limited signs of improvement in 2020. The majority of agricul-

tural lenders surveyed noted compression in farm profitability this year (82.5%), and there was consensus in profitability declines across 

all reporting regions. Farm income and liquidity were consistently the top two lender concerns for producers (rated as top or second-

highest concern in 68.2% and 81.5%, respectively). There were a range of other issues ranked among the concerns for producers, but pri-

mary concerns rated as a top or second-highest concern were tariffs and trade (20.9%), total leverage (14.9%) and weather uncertainty 

(7.6%). Looking ahead, fewer than 10% of respondents expect profitability to increase in the next 12 months (9.1%), with the majority 

expecting profitability to continue to fall (55.1%). 

 

Key takeaways 

were:  

 

• Profitability ex-

pectations– The 

agricultural econo-

my and farm in-

come remained 

stressed in 2019 

with limited signs 

of improvement in 

2020. The majority 

of agricultural 

lenders surveyed 

noted compression 

in farm profitabil-

ity this year 

(82.5%), and there 

was consensus in 

profitability de-

clines across all 

reporting regions. 

• Top concerns for 

producers – Li-

quidity, income and leverage were top lender concerns for producers, but trade, tariffs and weather edged up on the list.  

• Top concerns for lenders – Credit quality, competition for loans and weaker loan demand were the top concerns. Lender sentiment re-

mained cautious between August 2018 and August 2019, mirroring the similar percentage of respondents reporting farm profitability de-

clines, increases in farm leverage and increases in default rates. 

• Sector concerns – Dairy, grains and cattle were the sectors that concerned lenders the most, while lenders reported less concern for the 

swine, poultry and vegetable sectors. Hemp and alternative energy financing are hot topics this year. Nearly half of ag lenders reported 

farmers asking about financing hemp production (49.9%) and over one-third reported more inquiries about alternative energy project fi-

nancing (36.8%).Credit quality – Survey respondents generally expect higher ag loan delinquency rates heading into 2020 for both  pro-

duction (51.6%) and real estate (39.5%). However, the majority do not expect higher loan charge-off rates in the coming year (65.8% and 

74.7%, respectively). 

• Loan Demand – While over half of lenders reported that demand for agricultural production loans was flat over the last 12 months, a 

significant share (45.3%) of lenders with assets between $50 million and $250 million reported increased demand. A similar sentiment 

was reported for loan demand over the next 12 months. 

• Land value and cash rent expectations – Nearly half of lenders expect a decline in land values in 2020 (49.6%), supporting the assertion 

that there is some above-market valued land in farmers’ balance sheets. Lenders report that an average of 37.8% of land in their markets 

are above market value, yet the vast majority expect only small changes to land values in 2019 and 2020. Lenders also expect compres-

sion in cash rents, but fewer lenders reported above-market value rents compared to 2018. 

• Approval rate – In spite of the credit quality concerns, lenders still remain positive about approvals. Lenders reported a new average 

agricultural loan application approval rate of 75.1% in the 12 months leading up to August 2019 and expect the approval rate for 

renewal requests will be close to 90% in the following 12 months. 

• Farm retirements – The continued stress on profitability is resulting in rising trends in farm exits. Nearly half of lenders reported an in-

crease in farm retirements in 2019 (47.7%) and nearly two-thirds expect the pace to pick up over the next 12 months. 
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House Approves H-2A Expansion with GOP Opposition  

The Democratic-controlled House approved a bill Wednesday to expand the H-2A visa program to year-round farmworkers and provide 

growers relief from wage hikes, but broad GOP opposition underscored the challenge of getting Congress to address the agricultural labor 

squeeze. The 260-165 vote for the Farm Workforce Modernization Act marked the biggest step by Congress to reform H-2A since a ma-

jor immigration reform bill passed the Senate in 2013. Only 34 Republicans voted for the House ag labor bill, which opponents said 

would unfairly provide a legal status to farmworkers who were currently in the country illegally. One Democrat voted present. The White 

House hasn’t taken a public position on the bill, and a spokesman declined to comment. 

The bill would, for the first time, expand H-2A from being just a seasonal program - year-round workers would be eligible for a three-

year visa under a special new, capped program - and the legislation would impose a one-year freeze on H-2A wage rates and cap increas-

es in future years. The bill also would mandate that farms begin using the E-Verify program to check employee eligibility.  

Under the legislation, undocumented farm employees that are given legal status to continue working in agriculture could eventually apply 

for permanent U.S. residency if they maintain farm employment for four to eight years. Opponents also seized on a provision that would 

allow H-2A workers to sue farms in federal court. The bill would impose a one-year freeze in 2020 for H-2A wage rates and then limit 

annual fluctuations. Starting in 2021 and continuing through 2029, H-2A wage rates generally couldn’t fall by more than 1.5% or increase 

by more than 3.25% annually. Wage rates would rise by an additional percentage point if the rate is less than 10% above the federal or 

state minimum wage. The program's “adverse effect wage rates,” or AEWR, set a floor for what farms typically have to pay the workers 

based on prevailing regional wages for farm labor. The bill also includes provisions, borrowed from a Trump administration proposal, to 

provide differing wage rates for various occupations. Some workers such as machine operators would see higher wages, while field work-

ers could see decreases. 

The H-2A "adverse effect wage rate," or AEWR, is the regional 

weighted average hourly wage rate for field and livestock work-

ers combined, as measured by the USDA’s annual Farm Labor 

Survey of non-supervisory farm and ranch workers. Employers 

utilizing the H-2A program must pay employees the higher of the 

following: federal or state minimum wage; the "prevailing wage" 

as determined by the Department of Labor using a special H-2A 

methodology to conduct wage surveys for each particular task in 

very local areas; or the AEWR. The national average AEWR 

wage in 2019 is $12.96, up 6 percent from 2018. To put the 6 

percent in context, the U.S. increase in average hourly earnings in 

calendar year 2018 was 3.1 percent. 

The increase in the AEWR in 2019 follows a long trend of rising rates. Since 

2012, the national average AEWR has climbed 25 percent, from $10.39 to $12.96. 

Meanwhile, the total number of certified positions has continued to grow as well. 

In fiscal year2012, 85,248 position were certified.  By FY 2018, the number of 

positions had grown to 242,762 .  

Farmworker wages under the H-2A program will rise 6% nationally in 2020 to an 

average of $13.99 an hour, with farmers in some states seeing increases of up to 

10%. The Labor department is posting the state-by-state rates in a Federal Register 

notice scheduled for publication Thursday. The AEWR, scheduled to go into effect 

Jan. 2, are based on a USDA survey of what agricultural workers are paid in each 

state. The largest increases for 2020 are in the Corn Belt and the Southwest. H-2A 

wages in Ohio, Indiana and Illinois will rise from $13.26 to $14.52 an hour in 

2020, a 10% jump. In Missouri and Iowa, wages will rise from $13.34 to $14.58 an hour, or 9%. 

Meanwhile, the use of the program has hit record highs. In fiscal 2019, which ended Sept. 30, the Labor Department certified nearly 

258,000 positions as eligible for H-2A, an increase of 6% from the year before. That followed two years of double-digit increases in certi-

fied positions, which totaled about 85,000 in 2012. Five states account for more than half the certified positions, according to the Labor 

Department: Florida (13%), Georgia (11.4%), Washington (10.2%), California (9.1%), and North Carolina (8.4%). Rounding out the top 

10 are Louisiana, Michigan, Kentucky, New York and South Carolina, which together account for 16.4% of the H-2A jobs nationally. 
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 Using Enterprise Budgets as a Farm Planning Tool in 2020 

Enterprise budgets can be used to compare the profitability of alternative enterprises and are particular useful when developing a whole-

farm plan. They can also be used to make minor year-to-year adjustments in the farm plan in response to short run price and yield change. 

Once completed, an enterprise budget contains the data needed to compute cost of production, breakeven yield and breakeven price. For 

each commodity, the following tables illustrate the breakeven amount of yield (output per acre) required to recover a specified amount of 

production expenses per acre across a series of market prices. This approach often provides some insight into how sensitive the breakeven 

yield is to changes in the output price for the commodity. Units of output contained in the tables are bushels per acre for corn, soybeans, 

and grain sorghum; pounds per acre for cotton and sugarcane, and hundredweights per acre for rice. As an alternative approach to using 

breakeven output prices as a risk management tool, breakeven yields are also a useful tool in evaluating the impacts of production deci-

sions under yield variability and crop enterprise selection. By studying the various combinations of breakeven yields and prices, farm 

managers can formulate their own expectations about the profitability of obtaining a price and yield combination that would just cover 

total specified costs.  

Tables cont’d next page .  
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 Using Enterprise Budgets (cont.) 
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U.S. Seasonal Farm Price Outlook  

The following table represents national seasonal average farm prices ($/unit), as per the USDA WASDE report.  

 Crop 2017/18 

Estimate 

2018/19 

Estimate 

2019/20 

November 

2019/20 

December 

2019/20 

January  

Corn $3.36 $3.61 $3.85 $3.85 $3.85 

Cotton $0.686 $0.703 $0.61 $0.610 $0.630 

Rice (LG) $11.50 $10.80 $11.80 $11.80 $12.20 

Rice  (Southern MG) $11.70 $12.30 $12.30 $12.10 $12.20 

Sorghum $3.22 $3.26 $3.40 $3.40 $3.40 

Soybeans  $9.33 $8.48 $9.00 $8.85 $9.00 

 Sugarcane Breakeven Prices and Yield to Cover Specified Costs in 2020 

Determination of costs associated with sugarcane is not a straight forward process. The uniqueness of sugarcane’s production rotation 

coupled with the fact that a portion of the rotation is non-income generating creates some difficulty.  Thus, the sugarcane budgets reflect 

costs per acre of land.  Returns are based on pounds of raw sugar and gallons of molasses per acre of land harvested.  Grower income 

reflects the usual disposition of raw sugar and molasses between the grower, landlord and mill. 

Whole farm sugarcane crop enterprise income and expense summary tables presented in this report (Tables 1A, 2A and 3A) present esti-

mates of projected income and expenses of a 

sugarcane farming operation for 1,000 acres of 

sugarcane. A mill charge of 39.0% and a crop 

share land charge of 16.7% (a one-sixth crop 

share lease after mill charges) are assumed. 

Under these assumptions, the distribution of 

crop proceeds are as follows: 39.0% to the 

mill, 50.8% to the grower, and 10.2% to the 

landlord. Breakeven prices and yields for al-

ternative land rental arrangements are present-

ed in the tables below for a 1,000 acre farm 

with harvest through third stubble.  

Louisiana Farm Bureau Federation.  

https://voiceoflouisianaagriculture.org/news/2018/5/31/sugarcane-parish-estimates
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Crop Market Situation for the 2019/20 Marketing Year 

The information that is presented in this market update reflects current information as of January 15, 2020.  

Corn 

The January 2019/20 corn outlook is for greater beginning stocks, slightly higher production, larger feed use, lower exports, and smaller 

ending stocks. Corn production is estimated at 13.69 B bushels, a result of a higher yield per acre that offsets a contraction in harvested 

area. Exports are reduced to 1.77 B bushels, reflecting the slow pace of shipment through December 2019, and the lowest level of outstand-

ing sales as of early January since 2012/13. The season average corn price re-

ceived by producers remains unchanged at $3.85/bushel.  

The USDA estimated the 2019 corn yield at 168 bushels per acre, compared 

with the average trade estimate of 166 bushels per acre. Total corn production 

for 2019 of 13.69 B bushels exceeded the trade’s expectations of 13.51 B bush-

els and the USDA’s own December estimate of 13.66 B bushels. Ending stocks 

are estimated at 1.89 B bushels vs the trade’s expectations of 1.77 B bushels 

and the USDA’s December estimate of 1.91 B bushels.  

In the December 1st Quarterly Grains Stock Report, the USDA estimated corn 

stocks at 11.39 B bushels vs the trade’s expectation of 11.47 B bushels.  

 

Cotton 

The consolidation of this upward trend in the Cotlook A Index during December 2019 was attributable principally to developments in the 

protracted Sino-US trade dispute. Sentiment was that progress was being made. Towards the end of the year, these crystallized into the pro-

spect that an interim (Phase One) agreement could be signed. In particular, the 

prominence in statements relating to Phase One of Chinese purchases of US 

agricultural commodities began to capture the imagination of US cotton ship-

pers and participants in the futures market.  

Additional details (such as a breakdown by individual commodity) were lack-

ing during the remainder of the month. As far as cotton is concerned, uncer-

tainty surrounds the manner in which additional purchases could be engineered 

by Beijing.  The most straightforward means would be a substantial acquisition 

on behalf of the State Reserve.  Import purchasing decisions by individual 

mills are of course taken principally on the basis of price and quality (and for 

most spinners re-

quire access to im-

port quota). Moreo-

ver, for the time 

being, the punitive 

import tariffs on US cotton introduced in July 2018 remain in place. These un-

certainties notwithstanding, the shift of market sentiment by the end of the 

month was palpable. 

Developments on the Sino-US trade front coincided with a significant shift 

stance of speculators in the New York futures market. In mid-December, their 

position moved to ‘net long’ of cotton futures for the first time in some six 

months. The size of that net long margin had increased by December 24. 

China’s Zhengzhou cotton futures market also responded positively to the par-

tial accommodation between Beijing and Washington. The rise in New York 

during December (5.6 percent, basis the March contract) was almost matched on 

the ZCE platform (the heavily sponsored May delivery rose by 5.3 percent during the month). Cotton prices in the physical market also 

moved higher. 

In terms of cotton supply and demand, the justification for a bullish response in China was less transparent, as the prospect of increased US 

imports would add to an already more than comfortable local supply position: a substantial carryover from the 2018/19 crop remains availa-

ble and ginning of the current season’s outturn is well advanced. On the demand side, the downstream textile sector would of course stand 

to benefit from any easing of bilateral trade tensions. Whatever its rationale, one consequence of the upward trend was a waning of interest 

in selling to the State Reserve. 

 

 

Cotlok. 

Cotlok. 
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In-depth Crop Market Update (Cont’d)  

The information that is presented in this market update reflects current information as of January 15, 2020.  

Cotton cont. 

The January WASDE report for Cotton includes lower production and ending stocks compared with last month, while domestic use and 

exports remain unchanged. Production was lowered 100,000 bales, mainly due to a decline in Texas which was partially offset in other 

states. As a result, ending stocks for 2019/20 are 100,000 bales lower this month at 5.4M bales. The season average price for cotton is pro-

jected at $0.63 per pound, an increase of $0.02 per pound from a month ago based on stronger than expected early season prices. 

Rice  

Total U.S. rice production is down 17.4% from the previous year, primarily due to a 440,000 reduction in harvested acreage. Heavy rains 

that persisted in the spring, especially in the Mississippi River Delta, delayed crop 

progression and led to a record number of prevent-plant acres. The average all rice 

yield is estimated at 7,471 pounds per acre, a decrease of 221 pounds from the pre-

vious year. Yields are reduced in Louisiana, Missouri, and Texas; unchanged in 

Arkansas and Mississippi, and up slightly in California.  

By class, long grain pro-

duction is down 23%, 

which offsets the increase 

in beginning stocks. Long 

grain exports are forecasted 

at 70 M cwt, up 1 M cwt 

from the previous month 

and 7% larger than a year 

ago. This is based on the 

strong pace of shipments 

and sales through the end of November. Latin America is expected to remain the 

top market for long grain rice in 2019/20. Previously lost market share in the region 

is expected to be regained by the U.S. as ample supplies are aiding U.S. price com-

petitiveness in the region. The stocks-to-use ratio for long grain rice is forecasted 

downward, based in the increase in export projections the remainder of the year. The farm price is estimated at $12.20 per cwt, a result of 

tighter domestic rice supplies.  

Soybeans 

The USDA estimates soybean production at 3.56 B bushels, of 8M bushels on a higher yield. Harvested area is estimated at 75 M acres, 

down 0.6 M from the previous forecast, with the largest reductions occurring in the Dakotas. U.S. average yield is estimated at 47.4 bushels 

per acre, up half a bushel led by increases in per acre yield in both Illinois and Indiana. Soybean supplies remain relatively unchanged, as 

lower beginning stocks and imports offset higher production. With crush  and export forecasts remaining unchanged, ending stocks are pro-

jected at 475 M bushels for 2020. Average farm price is increase $0.15 per bushel to $9.00 per bushel, reflecting stronger soybean oil pric-

es. 

The 2019 U.S. soybean production estimate of 3.558 B bushels exceeded the trade’s expectation of 3.51 B bushels and the USDA’s Decem-

ber estimate of 3.550 B bushels. In the December 1st Quarterly Grain Stocks Re-

port, soybean stocks were es-

timated at 3.25 B bushels vs 

the trade’s expectation of 

3.19 B bushels.  

 

USDA WASDE Report Release Dates for 2020 

World Agricultural Supply and Demand Estimates (WASDE) Report: Jan. 10, Feb. 11, Mar. 10, Apr. 9, May 12, Jun. 

11, Jul. 10, Aug. 12, Sep. 11, Oct. 9, Nov. 10, and Dec. 10.  
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In-depth Crop Market Update (Cont’d)  

The information that is presented in this market update reflects current information as of January 15, 2020.  

Sugar  

The conditions for the U.S. sugarbeet and sugarcane crops continued to decline in the January World Agricultural Supply and Demand 

Estimate. U.S. sugar production for 2019/20 is projected to be 8.158 million short tons, raw value—a 122,000-STRV reduction from the 

December report. The reduction is attributed to both the beet and cane sector as the implications of the abbreviated sugarbeet harvest and 

the less favorable growing conditions in Louisiana’s sugarcane-growing regions are fully realized.  

Beet sugar production for 2019/20 is projected at 4.440 million STRV, a 495,000-STRV decline from this time last year. The reduction is 

due to updated estimates of the sugarbeet crop, based on processor forecasts provided in the Farm Service Agency’s Sweetener Market 

Data (SMD). The National Agricultural Statistics Service’s (NASS) Crop Production report did not include updated forecasts for the sug-

arbeet crop in December. Following its normal publication schedule, NASS produces its last sugarbeet production forecast in the Novem-

ber report before publishing its final data in the January summary report. The 2019/20 sugarbeet harvest was notable for its slow progress 

and the cold weather that forced growers to end harvesting with a substantial amount of the planted crop still in the ground. As a result, 

the December WASDE projection adjusted the data from the November Crop Production report based on the change in the processors’ 

forecasts reported in the December SMD. The reduction in beet sugar production is due to the reduced outlook for sugarbeet production, 

combined with adjustments to expected shrink—making shrink more in line with historical levels, but also accounting for an earlier ex-

pected end to processors’ slicing season and minor revisions to production during the early-harvest period this fall.  

NASS, in their December Crop Production report, lowered 2019/20 sugarcane crop production in all three sugarcane-producing states. 

That translated to lower cane sugar production for each state in the WASDE. The most substantial decrease for both sugarcane and sugar 

production was in Louisiana. Freezing conditions in October, combined with other challenging growing conditions going back to a wet 

planting season in the fall of 2018, have lowered Louisiana sugarcane production. This reduction is particularly stark relative to the nota-

bly productive crops of 2017/18 and 2018/19. The current projections for 2019/20 are reduced from the recent record-setting levels but 

are still strong in the context of a longer historical perspective. The current projection of 1.604 million STRV for 2019/20 is an 10,000-

STRV reduction from the previous month. In contrast, cane sugar production in Florida is reduced from the previous month’s projection, 

based on reductions provided by processors’ forecasts, but the totals still represent an increase from the past several years. NASS reduced 

Florida’s sugarcane yield from 44.0 tons per acre to 42.5 in 

its December report. Either projection, if realized, would 

result in a record yield for the State. The reduction in yields 

is partially offset by a higher recovery rate forecast, in line 

with processors’ forecast for sugar production in the latest 

SMD. The current projection of 2.069 million STRV repre-

sents a 26,000-STRV reduction from the earlier projections.  

Sugar imports for 2019/20 are expected to total 3.881 mil-

lion STRV, a 26.4-percent increase from 2018/19 and a 

21,000-STRV increase from the previous month. The low-

ered outlook for domestic production means that a much 

larger share of domestic demand will need to be met by im-

ported sugar. Imports from Mexico represent the largest 

change in total import projections. Shipments from Mexico in 2019/20 are projected to total 1.827 million STRV, remaining unchanged 

from the December WASDE. The total is based on the calculated U.S. Needs, as defined by the Suspension Agreements on sugar be-

tween the U.S. and Mexico Governments. Following the terms of the agreement, 

the U.S. Department of Commerce will update Mexico’s Export Limit based on 

projections produced by the December WASDE. The new Export Limit will repre-

sent 80 percent of the U.S. Needs calculation. Given that the Export Limit will 

eventually represent the full U.S. Needs calculation, the WASDE projects the full 

U.S. Needs amount for the 2019/20 market. If realized, imports from Mexico are 

projected to be 82.7 percent higher than 2018/19 and the largest total since 2013/14.  
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Farm Management Tool for Corn, Cotton, and Soybean Return Comparison in 2020 

The Cotton, Corn and Soybean Net Return Comparison Decision Aid is a spreadsheet-based decision tool that assists row crop producers 

in Louisiana in making production decisions based on expected net return comparisons between the production of cotton, corn and soy-

beans related to variable production costs, expected crop yields and expected crop market prices. The decision tool contains five MS 

Excel® worksheets which compares net returns above variable production costs for three alternative sets of crop production choices: (1) 

cotton vs corn, (2) cotton vs soybeans, and (3) corn vs soybeans. Net returns above variable production costs are the appropriate values to 

use in making production decision comparisons among crops in the short run period of one crop year. 

For a given crop year, fixed production expenses, including primarily equipment depreciation and interest, would not change as a result of 

which crops were produced in that year. Variable production costs are defined as t h o s e  production expenses which would change based 

upon which crops are planted for production in that year.  Land rent, if applicable, would also be included as a production cost in the net 

return calculation, due to the fact the many of the cropland leases are on a crop share basis and would change in value based upon the lev-

el of crop yield and market price. Therefore, net returns above variable production costs and land rent charges are calculated and the dif-

ferences between these values gives an estimate of the net return advantage of one crop over the other at assumed levels of cost, yield and 

price. Information required to be entered by the user for each crop includes: (a) variable production cost per acre, (b) expected crop yield 

per acre, and (c) crop share rent percentage or cash rent payment per acre. For a free copy, please contract your local LSU AgCenter Exten-

sion Agent or Dr. Mike Deliberto at mdeliberto@agcenter.lsu.edu..  

2020 Cash Flow Models for Rice & Sugarcane Production Available  

The Projected 2020 Rice Farm Cash Flow Model was developed to assist producers in planning for the 2020 crop year.  It consists of a MS 

Excel® spreadsheet which allows rice producers to enter their projected acreage, yield, market price and production cost data for 2020 so 

as to estimate net returns above variable production costs and to easily evaluate the impact of changing percent of base planted on net re-

turns.  The primary purpose of the model is to evaluate the impact on net returns above variable production costs for alternative rice rental 

arrangements and percent of base acreage planted.  This model does include the Price Loss Coverage (PLC) Program option in the 2018 

Farm Bill.  The model also includes entry cells for whole farm fixed expenses to estimate projected returns from rice production over all 

costs.  Five worksheets are included to estimate rice cash flow on five different land tracts.  Worksheets can be copied to accommodate 

additional land tracts if needed.  

The 2020 Projected Sugarcane Farm Costs and Returns Model is a MS Excel®  spreadsheet which allows sugarcane producers to enter 

projected sugarcane acreage of plant cane, first stubble, second stubble, and third stubble; associated projected yield levels per acre (tons); 

raw sugar and molasses price for the new crop year; and production cost data for 2020 to estimate net returns above variable and total pro-

duction costs and to easily evaluate the impact of changing sugarcane yields, input prices, and input application rates on net returns per 

acre. The primary purpose of this model is to serve as a producer farm planning and decision tool to project and evaluate the impact on net 

returns above variable and total production costs from sugarcane production for the 2020 crop year. Calculations for the weighted average 

of yield, mill share, and land rent are provided within the model so that producers can examine an overall average economic performance 

for the farm. The model also includes cells for whole farm fixed expenses in order to better estimate projected net returns above all sugar-

cane farm production costs. For a free copy, please contract your local LSU AgCenter Extension Agent or Dr. Mike Deliberto at                       

mdeliberto@agcenter.lsu.edu..  

Newsletter Information  

A group of growers inquired about a quarterly newsletter be-

ing delivered to them containing relevant market news and 

agricultural policy events.  As a result, this publication will be 

delivered electronically per the release schedule. Please con-

tact Dr. Mike Deliberto at mdeliberto@agcenter.lsu.edu to be 

added to the email distribution list. Subscription is free.  

QUARTER Reporting Period Release Date 

1 January 1 through March 31 April 15 

2 April 1 through June 30 July 15 

3 July 1 through September 30 October 15 

4 October 1 through December 31 January 15 

Please send questions and comments to Dr. Michael Deliberto, Department of Agricultural Economics and Agribusi-

ness, LSU AgCenter. Mailing Address: 101 Martin D. Woodin Hall, LSU Campus, Baton Rouge, LA 70803. Office 

Phone: 225-578-7267. Email: mdeliberto@agcenter.lsu.edu                               Staff Report 2020-05. January 2020.  

mailto:mdeliberto@agcenter.lsu.edu
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwi4q_6D1KDaAhUO24MKHbtnD2QQjRx6BAgAEAU&url=http%3A%2F%2Fwww.lsu.edu%2Fagriculture%2Fagecon%2F&psig=AOvVaw02VEY98yaSOvC_gPVCyfht&ust=1522932559845290

