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COVID-19 Impacts on Agriculture

Uncharted Territory. Unprecedented. While these terms have been  [p the intermedi-
used to describe COVID-19 in recent days, they aren’t very useful  ate run, focus will
in pointing decision-makers on where to go from here. To discuss shift to the global
what lies ahead for COVID-19 and U.S. agriculture, we’ve outlined  ¢conomy and its

four key sources of uncertainty and share a few thoughts. recovery. In the
U.S., this will
1. What are the Potential Macro Economic Impacts? likely correspond

With COVID— 1 9 Furman.edu
concerns peaking and starting to decline with businesses starting to

To break this down, one must consider the short, intermediate and :
reopen. In the U.S., the same Goldman Sachs forecast pointed to

long runs. In the short run, attention will focus on the duration and
magnitude of the current economic constraint in place. The impact
of these will be staggering. Goldman Sachs recently forecast a 6%  Cont’d page 3.
decline in GDP for the first quarter and a 24% decline in the second
quarter. Should this hold true, the recent historically low unemploy-
ment rates the U.S. has been enjoying will surge higher, up to 9% COVID-19 Impacts to Ag; Federal Relief Package; Prospective Plant-
per Goldman’s forecast. Other forecasts are even more bearish. ings Report; Trade Update; Market Updates, Enterprise Budgets; Ag
Labor; and much more!

What’s inside this issue ?

USDA’s Prospective Plantings Report for 2020

Typically, conversations regarding acreage intentions dominate the market in March. However, this year, acreage discussions have been
put on the backburner due to COVID-19 and the crisis unfolding in ethanol. It was just two years ago that producers planted close to a 50-
50 acreage split: 88.9 M acres of corn and 89.2 M acres of soybeans amidst the trade dispute with China. Last year, when rain kept planters
out of fields and ending stocks of soybeans were being estimated near a billion bushels, producers exited soybeans and remained with corn.
The USDA said there were 89.7 M acres of corn planted versus 76.1 M acres of soybeans. Given the large carry-in for soybeans and con-
tinuing trade uncertainty with China, the preference for corn was justifiable.

As planting season 2020 approaches, the landscape looks different than it did a year ago. The work for the USDA's acreage survey is con-
ducted in the first two weeks of March and that is not normally an issue. But this year, the events of early March were game changers for
corn. May crude oil fell over $10 a barrel March 16, and the rout in energy prices was on. May gasoline closed below 60 cents a gallon on
March 26, and May ethanol was just under $1.00 a gallon, near all-time lows.

At the USDA's annual Ag Forum Outlook in late February, the USDA not only estimated 94.0 M acres of corn plantings, it also estimated
2.64 B bushels of U.S. ending corn stocks in 2020/21, and that did not include an assessment for collapsed ethanol demand. Such a scenar-
io carries with it a risk of cash corn prices averaging less than $3.00 a bushel in the fall of 2020. The USDA's estimate for soybean ending
stocks, on the other hand, was bullish at 320 M bushels or 7% of annual use. Frankly, the estimate now looks too bullish in the current
market, but ending soybean stocks will not be as heavy as those expected in corn. Also, soybean demand does not have the same exposure
to energy prices that corn does.

United States Planted Acres 2020

(millions of acres)

The U.S. planting outlook has started to improve, although it remains uncertain.
The Delta and Southeastern Regions saw between 90% and 200% of normal precip-
itation in the month through March 24. However, areas further south near the Gulf
| WHEAT have seen drier weather and decent planting conditions. Over the next 10 to 14
Prospective ‘ days, a drier pattern will emerge in both the South and the Midwest which will al-
Plantings 96.990 | 83.510 | 44.655 || low for fieldwork and some planting. The forecast beyond that is unclear, and a
Trade average 94.328 84.865 ‘ 44.982 return to a wetter weather pattern at that point would be problematic in the Mid-

‘ ‘ South and increasingly so in the lower Midwest. While the two-week outlook for

AgOutiook Forum | 94.0 8.0 ‘ 450 || the Midwest calls for dry weather, it is also cold, which limits any drying activities
USDA Final 2019 89.700 76.100 ‘ 45.158 which still need to take place in many areas.
Data sources: USDA; Reuters @kannbwx
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Prospective Plantings and the Markets
(Cont’d)

Corn futures monitor energy prices as corn consumption for ethanol
remains a big question mark. Corn futures slid lower as energy pric-
es pushed lower on demand concerns. Oil prices fell sharply, with
U.S. crude briefly dropping below $20 and Brent hitting its lowest
in 18 years, on heightened fears that the global coronavirus shut-
down could last months and demand for fuel could decline further.

In one of the most anticipated USDA data releases of the year, the
agency peg U.S. corn plantings at 96.99 M acres versus trade ex-
pectations of 94.328 M acres, and compares with 89.700 M acres
planted in 2019. Importantly, USDA’s survey work for March
planting intentions was conducted the first two weeks of the month
and are as of March 1. Some in the trade look for the USDA corn
acreage figure to be the high-water mark for the year. The com-
bined U.S. corn and soybean planted acres numbers from USDA
today, if realized, would be record-large.

Also, USDA reported U.S. corn stocks at 7.953 B bushels as of
March 1 versus trade expectations of 8.125 B and compares to
11.402 B bushels on Dec. 1 and 8.613 B on March 1, 2019. Corn
use in the latest reporting quarter was the highest in two years,
while corn inventories were the lowest in four years.

Concerns about sustained reductions in fuel and ethanol use contin-
ue to overshadow the corn market, despite recent improvement in
sales and shipments. USDA reported that shipments hit a marketing
-year high of 50 M bushels last week. On March 31, USDA’s daily
reporting service said private exporters sold 113,000 MT to Japan.
Support should develop above contract lows as limited rain in Bra-
zilian safrinha corn regions during the next two weeks will build
stressful conditions.

Soybeans jumped higher on increased supply tension in South
America due to increased Coronavirus cases. The supply of soy-
beans to Argentine crushing plants is down by half and falling as
municipalities citing health concerns defied a government order that
they allow cargo trucks to reach the plants, the Rosario grains ex-

hand, producers signaled intentions to plant 83.510 M acres to soy-
beans this year, which was 1.355 M acres lighter than analysts sur-
veyed by Reuters anticipated. But price action since the survey
work was completed the first half of March signals soybeans have
likely picked up some acres. Also limiting any bullish response
were March 1 soybean stocks of 2.253 B bushels, which topped
expectations by 12 M bushels.

The market has recently received some underlying support from
ideas South American shipping disruptions could spur some Chi-
nese purchases of U.S. soybeans near-term, but the market wants
proof that is occurring before pushing prices higher.

USDA'’s March cotton planting intentions are down only 35,000
acres from last year and roughly 1 M acres more than traders ex-
pected. USDA estimates 13.7 M acres of cotton this year. Cotton
plantings are expected to rise 269,000 acres in Texas to 7.313 M
acres and decline 100,000 acres in Georgia to 1.3 M acres. Prices
fell near the contract lows set on Monday but could not make new
lows, quickly triggering several small rounds of short covering by
funds into the close for the month and quarter. Acres probably will
be lower but may not fall as much as traders had expected earlier. It
looks like growers have made investments to produce cotton and
that limits switching to other crops.

Cotton rallies will be contained by quarantines and stay-at-home
rules. The Consumer Confidence Index fell to 120, down from
132.6 the prior month. However, that was above the 110 expected
by analysts. The expectations index fell from 108.1 to 88.2, reflect-
ing longer-term concerns.

Rice growers are planning to seed 2,847,000 acres, an increase of
12% over last year. No state is lower, but Arkansas leads the pack
up 21%. California is unchanged, and Louisiana is up 1%. In the
smaller states, Mississippi is up 28%, Missouri 6%, and Texas

10%. By length of grain, long grain stands at 2,100,000 acres up
18%, medium grain 706,000 acres down 3%, and short grain 41,000
acres up 21%

change said.
Soybeans have not been exempted from volatile market conditions United States Cotton, Small Grains Plantings 2020
this year. A collapse in corn basis due to drastic ethanol production (millons of acres)
cuts has buying interest in soybeans over the past week. In fact, Al
over the last seven trading sessions, the benchmark Nov20 soybean Cotton S°rghum  Barley  Oats Rice
—Dec20 corn price spread has favorefi soybean acreage five of the Pros. Plantings | 13.703 | 5.820 | 2.921 3012 2847
seven sessions. The soybean-corn ratio was trading at 2.44 last | ! |
evening, as indicated in the chart below. Prices over 2.4 favor soy- Pre-report trade guess | 12.700 5.823 2.686 2.761 2.954
beans and under 2.4 signals preference to corn acreage. 1 I
' ‘ ' ] USDA 2019 Final 13.738 | 5265 2.721 2.810 2.540
Reaction to USDA’s Prospective Plantings and Grain Stocks Re- :
ports was pretty limited today, as COVID-19 continues to dominate | pu soures tsoa reuers @kannbwx
the market’s attention. The report data was a mixed bag. On one
Principal Crops: Area Planted and Harvested - Louisiana and United States: 2019 and 2020
Louisiana United States
Crop : Percent of s Percent of
2019 2020 previous year 2019 2020 previous year
(1,000 acres) (1,000 acres) (percent) (1,000 acres) (1,000 acres) (percent)
Corn 570.0 680.0 119 89,700.0 96,990.0 108
Cotton, upl 280.0 230.0 82 13,508.0 13.475.0 100
Hay, all 390.0 420.0 108 52,4250 53,283.0 102
Rice, all 425.0 430.0 101 2,540.0 2,847.0 112
Long Gral 370.0 390.0 105 1,778.0 2,100.0 118
Medium Grain 55.0 40.0 73 728.0 706.0 97
Soybeans .............. 890.0 980.0 110 76,100.0 83,510.0 110

" Intended plantings in 2020 as indicated by reports from producers.

2 Intended area for harvest in 2020 as indicated by reports from producers.
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COVID-19 (cont’a)

10-12% economic growth in the last half of 2020. This will create a
wild whiplash of economic indicators. Watch for how global gov-
ernments respond to the economic headwinds. In the U.S, the Feder-
al Reserve will undertake various efforts in order to stimulate the
economy and keep credit markets functioning while Congress will
likely provide large fiscal stimulus packages. One may expect a lot
of uncertainty both with respect to what will be done and how well
anything that is done will work.

In the longer run, we should also consider the implications of where
the U.S. economy will be in 12-18 months. One thing is known,
conditions won’t just simply “revert” to where they were just a few
months ago. There will be lots of changes and untangling where
things will end up will take some time.

For agriculture, keep the following measures in mind:

e Exchange Rates — the U.S. dollar has recently strengthened, a
headwind for exports.

e Interest Rates- While the Fed has acted to lower short-term in-
terest rates, longer terms rates (here and here, for example) have
turned higher in recent weeks.

e Inflation — Will the whiplash of economic activity eventually
fuel higher rates of inflation?

2. Where do Commodity Prices go from Here?

It’s been a rough month for commodity prices. From oil to grains
and livestock, everything has trended lower. The decline in corn and
soybean prices will take $50-$90 per acre out of crop budgets as
producers head into planting. This, of course, comes come as the
farm economy continues to deal with eroding financial conditions,
even with significant MFP payments. The additional stress is con-
cerning.

It’s worth keeping in mind the markets- all markets- are dealing
with a massive amount of uncertainty. This uncertainty has translat-
ed into downward pressure on all commodity prices. As uncertainty
begins to resolve in the coming weeks and months, the outlook on
usage and demand will have more clarity. As such, markets will
begin to focus on production and growing season issues as well as
how demand might evolve.

3. Impacts on Demand for Ag Products?

In the intermediate to longer run, the demand for some agricultural
products will be impacted by changes in consumer incomes. The
Great Recession corresponded with a sharp decline in Americans’
consumption of meat. While the impacts varied, per capita con-
sumption of all meat — chicken, poultry, and beef — turned lower. In
particular, beef consumption took nearly ten years to recover to pre-
recession levels.

A related impact will be the possible shift of where consumers eat,
home vs. away from home. In the U.S., a decline in dollars spent
away from home was observed in the last economic downturn.

Outside of food, ethanol markets will also feel the pain associated
with plunging oil prices.

These headwinds would be offset by any upside potential from op-
portunities related to African Swine Fever (ASF) in the Chinese
pork industry and benefits stemming from the Phase One trade deal.
These factors were a source of optimism for U.S. agriculture just
weeks ago.

4. Supply Chain Impacts?

One of the unique challenges with COVID-19 is the widespread
shuttering of factories and production. This started in China but has
now extended to the U.S. and to the rest of the World. One stagger-
ing example of this is that most automobile manufacturing in the
U.S. are currently shut down. While the current focus has been on
food and grocery stores, don’t be surprised if supply chain impacts
expand and linger. Supply chain fears driven by COVID-19 induced
a run on groceries and grocery stores which subsequently placed
pressure on grocery suppliers for those stores. Logistics regarding
the delivery of food is changing because consumers are coming into
stores more frequently, Keeping the supply chain operational during
the COVID-19 virus pandemic is the key focus now. There will be
short-term changes in product demands and how they are delivered.
Transportation companies are working overtime to meet this newest
challenge and handle this big shift in their business model because,
analysts state, the supply chain will also need to ‘refill the pipeline’
once work resumes. While this is admittedly a broad category, it is
hard to know how or where issues might creep up. Supply chain
concerns with the crop outlook during the COVID-19 virus also
extend to how the EU and South American supply chains hold up.
“If we see a breakdown in those parts of the world, our summer crop
market could benefit.” “It looks like China, Japan, and some other
Asian countries are starting to come out of this pandemic. So, there
could be some buying (of U.S. ag commodities) there.” Meanwhile,
the question that everyone is asking is whether China will meet its
trade obligations with the U.S. as a result of the pandemic. “Based
on the start-of-the-year purchases from China, it doesn’t look like it.
They are way behind, due to their own COVID-19 outbreak. But I
do think they will be significant buyers of U.S. ag products as we
move through 2020.”

Furman.edu




Congress Provides Economic Relief from COVID-19 via Legislation

On Wednesday, March 25", the Senate leadership announced a bipartisan deal on a new comprehensive aid package in response to the
expanding COVID-19 pandemic. The Senate package, which includes $14 B for the agriculture secretary to pay out as necessary and $9.5
B in emergency funding, is part of the third emergency relief bill considered by Congress comes to fruition after several failed attempts
by the Senate to advance a package against resistance from Democrats.

The Senate late Wednesday evening (March 25™) by a vote of 96-to-0 approved the $2 trillion COVID-19 Phase 3 rescue package, known
as the CARES Act. The House approved the measure on Friday (March 27™).

The additional spending authority would clear the way for the USDA to make additional Market Facilitation Program (MFP) payments
this year. The legislation would provide $14 B to replenish the Commodity Credit Corporation (CCC) account, annually capped at $30 B,
as well as $9.5 B more for livestock and specialty crops, such as fruit, vegetables and nuts. Dairy producers and "local food systems" also
would be eligible for the $9.5 B, earmarked for producers harmed by the COVID-19 pandemic.

USDA Secretary Sonny Perdue will have authority in using the $9.5 B to develop a program whose aim is to help shield producers from
the economic impacts of the virus. Livestock and specialty crop producers are not the only ones eligible, but the USDA may focus on
these sectors first. With that new source of funds coupled with left over CCC funding, the USDA could opt to do an ‘MFP 3’ or similar
program. But, it will be up to the USDA to craft the programs and write the regulations.

The legislation also would extend the term of marketing assistance loans by an additional three months, from the current limit of nine
months. The loans provide producers with interim financing so they don't have to market crops during periods when prices are relatively
low.

Other key elements of the bill:

e $15.5 B for the Supplemental Nutrition Assistance Program to cover an expected increase in demand. This is slated for a contingency
fund to cover food costs and any surge in enrollment fueled by an expected increase in unemployment because of layoffs and busi-
ness closures. Child nutrition programs are slated to receive $8.8 B.

e $450 M for The Emergency Food Assistance Program, or TEFAP, which funds food distribution to food banks, of which $150 mil-
lion could be used for costs associated with distribution.

e $100 M for additional rural broadband grants through the USDA's ReConnect program.

e $33 M to the Food Safety and Inspection Service to cover the cost of temporary and intermittent workers, relocation of inspectors and
overtime costs.

e $25 M for the Rural Utilities Service to support telemedicine and distance learning services in rural areas. The bill provides addition-
al funding for the Distance Learning Telemedicine (DLT) grant program, which supports rural communities’ access to telecommuni-
cations-enabled information, audio, and video equipment, as well as related advanced technologies for students, teachers, and medi-
cal professionals.

e  $4 M to cover the cost of repatriating Foreign Agricultural Service staff.

The stimulus package also includes direct payments of $1,200 per adult and $500 per child to low- and middle-income households as well
as expanded unemployment insurance benefits (Pandemic Unemployment Assistance). Most Americans will receive checks of $1,200 per
year if they earned less than $75,000 with the final amount being based on their adjusted gross income from either their 2018 or 2019 tax
returns. Married couples earning less than $150,000 would receive $2,400, and every child claimed on a tax return would be eligible to
receive an additional payment of $500.The direct payments to individuals would be scaled down after $75,000 in adjusted gross income
for an individual or $150,000 in AGI for a joint return.

U.S. unemployment benefits claims surged to 3.28 million in the week ended March 21, more than quadrupling the previous record as
businesses across the country were shuttered by Covid-19 quarantines. A record streak 113 consecutive months of U.S. jobs growth al-
most assuredly ended in March.

Figure 1. Food and Agriculture Provisions of the Senate

Rescue Package

Million Dollars g -y
i

Figure 1. Total Non-Farm Employment - February 2020

BLS Establishment Survey - 152,544,000 Jobs
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Congressional Relief (conta)

The bill also would provide $130 B for hospitals as well as $150 B for state and local governments. For certain rural hospitals classified
as Critical Access Hospitals, the bill would boost Medicare payments to 125% of medical costs for at least a six-month period. The White
House had already ordered that Critical Access Hospitals also could expand their beds to deal with the potential rise in patients. The bill
also has a loss-carryback provision that would allow companies to use net operating losses in 2020 as well as 2018 and 2019 to potential-
ly fully offset income from previous years.

The Senate rescue package also includes a $350 B Small Business Administration (SBA) program that could provide a lifeline to the agri-

cultural, ethanol, and biodiesel sectors struggling with the impact of COVID-19, though at this point there are more questions than an-

swers. Ever since National Economic Council Director Larry Kudlow commented on the $350 B SBA program in the Senate rescue bill,

some analysts have been asking questions regarding if and how the U.S. ag, ethanol and biodiesel sector could be included. The quick

answer is yes, but currently there are more questions than answers.

The Paycheck Protection Program would provide 8 weeks of cash-flow assistance through 100% federally guaranteed loans to small em-

ployers who maintain their payroll during this emergency. If the employer maintains its payroll, then the portion of the loan used for cov-

ered payroll costs, interest on mortgage obligations, rent, and utilities would be forgiven.

e  Uses existing SBA 7(a) loan program.

e Farms and ag businesses are eligible for 7(a) loans. SBA guidance is for farms to explore FSA programs first.

e Cooperatives are not eligible for 7(a) loans, per existing SBA regulations.

Paycheck Protection Program

e  The bill would provide $350 B to support loans through a new Paycheck Protection Program for:

e Small employers with 500 employees or fewer, as well as those that meet the current Small Business Administration (SBA) size
standards;

e Self-employed individuals and “gig economy” individuals;

e The size of the loans would equal 250% of an employer’s average monthly payroll. The maximum loan amount would be $10 M.

e Covered payroll costs include salary, wages, and payment of cash tips (up to an annual rate of pay of $100,000); employee group
health care benefits, including insurance premiums; retirement contributions; and covered leave.

e The cost of participation in the program would be reduced for both borrowers and lenders by providing fee waivers, an automatic
deferment of payments for one year, and no prepayment penalties.

e Loans would be available immediately through more than 800 existing SBA-certified lenders, including banks, credit unions, and
other financial institutions, and SBA would be required to streamline the process to bring additional lenders into the program.

e The Treasury Secretary would be authorized to expedite the addition of new lenders and make further enhancements to quickly expe-
dite delivery of capital to small employers.

e  The maximum loan amount for SBA Express loans would be increased from $350,000 to $1 M. Express loans provide borrowers
with revolving lines of credit for working capital purposes.

Emergency EIDL Grants

e The bill would expand eligibility for entities suffering economic harm due to COVID-19 to access SBA’s Economic Injury Disaster
Loans (EIDL), while also giving SBA more flexibility to process and disperse small dollar loans.

e  The bill would allow businesses that apply for an EIDL expedited access to capital through an Emergency Grant—an advance of
$10,000 within three days to maintain payroll, provide paid sick leave, and to service other

debt obligations.
e $10 B would be provided to support the expanded EIDL program

e  Small agricultural cooperatives of less than 500 employees are eligible for emergency EIDL
grants.

What’s in the Senate’s $2.1 Trillion
Emergency Aid Bill

Loans Direct relief
Airlines, cargo grants $32 Ppublic transit $25

Loans to businesses
$454 billion

Supplemental

Small business

The terms and eligibility portion of the SBA website even says, “Farms and agricultural busi-
nesses are eligible; however, these applicants should first explore the Farm Service Agency
(FSA) programs, particularly if the applicant has a prior or existing relationship with FSA.”
“Federal financial assistance to agriculturally oriented enterprises (i.e. businesses engaged in the
cultivation of soil, produce of crops, and livestock) is generally made by USDA. Farm-related
businesses (those that supply goods and services primarily used in connection with farming) that
are not agricultural enterprises are eligible businesses under SBA’s business loan programs.
“Upon first reading of the bill, there is nothing included that would change that sorting. A memo-
randum of understanding (MOU) with USDA might be necessary.

The CARES Act stipulates that within 30 days of enactment, the Treasury secretary shall distrib-
ute funds to state and local governments. Amounts going to each of the 50 states will be deter-
mined in proportion to the population, with no state government receiving less than $1.25 B.
Eligible local governments are defined as any governing body below the state level having more
than 500,000 people under its purview. The inspector general of the Treasury is charged with
conducting oversight of receipt and distribution.

loans
$349

Hospitals and —
veteran’s care

17
Other
198
Household Tax deferrals and Aid $
payments extended tft’ .
$301 deadlines SLares
$221 $150

Unemployment
insurance

$250
Airlines, cargo calrriers $29

Sources: Preliminary legislative text; estimates
by aides, lawmakers and outside groups




ARC-CO/PLC Program Payment Estimator Tools Available for the 2019 CY

The table below projects the national marketing year average prices for purposes of the Price Loss Coverage (PLC) program. A PLC pro-
gram payment is triggered when the national Marketing Year Average (MY A) price for a commodity falls below that commodity’s effec-
tive reference price. The payment rate is then multiplied by the farm’s program yield and made on 85% of base acres.

Covered Commodity 2019/20 MYA Price* Effe ecti\ﬁrfceeference A CYgf;g SRR

Comn $3.80 $3.70 -

Grain Sorghum $3.30 $3.95 $0.65

Long Grain Rice $12.00 $14.00 $2.00

Medium Grain Rice $11.90 $14.00 $2.10

Seed Cotton $0.3006 $0.3670 $0.0664

Soybeans $8.70 $8.40 --

Wheat $4.55 $5.50 $0.95

Recall that an ARC-CO program payment is triggered when the actual parish revenue for a particular commodity falls below that com-
modity’s historical revenue guarantee. ARC-CO farm program payments are capped at 10% of the benchmark revenue. The payment rate
is then made on 85% of base acres. No individual farm level production data is used
for the purposes of ARC-CO program payment calculation. Please contact your
LSU AgCenter County Agent or Dr. Mike Deliberto (mdeliberto@agcenter.lsu.edu)
or a copy of these risk management tools.

Parish Availability of ARC-CO Payment Estimator

Fory
s @w g

MYA price.

Gm  Gw  sam
00 00 som

U.S. Seasonal Farm Price Outlook

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

2017/18 2018/19 2019/20 2019/20 2019/20
Crop
Estimate Estimate January February March
Corn $3.36 $3.60 $3.85 $3.85 $3.80
Cotton $0.686 $0.703 $0.63 $0.620 $0.60
Rice (LG) $11.50 $10.80 $12.20 $12.00 $12.00
Rice
$11.70 $12.30 $12.20 $12.10 $11.90
(Southern MG)
Sorghum $3.22 $3.26 $3.40 $3.55 $3.30
Soybeans $9.33 $8.48 $9.00 $8.75 $8.70




USDA NASS 2020 Prospective Plantings Supplement
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Crop Market Situation for the 2020 Marketing Year

The information that is presented in this market update reflects current information as of March 27, 2020.

Recent price action signals to us lows havel ikely been posted in the U.S. stock indices and many ag commodities. But with the number of COVID
-19 cases continuing to rise in the U.S. and a gloomy economic outlook ahead, there are likely to be bumps in the road ahead.

Corn

Corn futures followed wheat and soybeans higher but gains remain capped by a slowdown for a sizable portion of the U.S. ethanol industry
amid crashing gasoline demand and negative margins. Export demand is surfacing after prices fell to long-term support near $3.30. The
USDA confirmed that China bought 30 million bu. of U.S. corn and two sales announcements to an unknown buyer totaling 10 million bu.
are also likely destined for China. That fills China’s initial tariff quota quantities. More reduced-tariffs are expected and could be followed
by another 50 million bu. of new Chinese business. Export demand to other destinations may also increase on South America loading con-
cerns.

If corn is going to recover, strength in the ethanol market is required after Chinese buying of U.S. corn last week left prices struggling. Sur-
prise Chinese buying of ethanol and DDGs would help. It appears that China wants to demonstrate its desire to President Donald Trump
that it will meet the ag product buying pledge agreed to in the Phase One trade deal.

U.S. ethanol production declined 2.9% from the previous week to 1.005 mil- Corn Commitments of Traders

lion barrels per day (bpd) during the week ended March 20, which was still e as of Tuesday, March 24 © oonoe
0.6% higher than the same week last year. But as more ethanol plants slow

production, some industry sources predict production will drop below
800,000 bpd by early April — and could challenge the RFS-era low of
773,000 bpd from the week ended Jan. 25, 2013. For reference, in 511 weeks
of U.S. Energy Information Administration data, U.S. ethanol production has

4.60 200,000

100,000

= 0
\ 100,000

only been below 800,000 bpd 10 times, mostly in late 2012 and early 2013 880 ,}o"_mmmmiaﬁ“""‘““
when corn supplies were low after record drought and prices. It’s not just 360 e 300,000
historically poor ethanol production margins that are causing plants to slow 340 ""'\Price 400,000
production or shutter. Gasoline demand fell 8.9% from the previous week and | sz (dottedine, 500,000
was down 3.2% from the same week last year amid Covid-19 travel re- 300 600,000

. . . . . May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May
strictions. Gasoline demand will fall more in the weeks ahead. As fuel con-

sumption slows, ethanol stocks will rapidly build and soon reach full capacity near 27 million barrels (24.14 million barrels cur-
rently). As storage fills, more ethanol plants will be forced to curtail production.

Brock Report.

On March 24", managed money funds were net short 108,549 contracts for corn. That was their largest net short in 15 weeks, and came
about mostly via long liquidation.

Cotton

The plunge in cotton futures stalled last week. Prices are trading under the loan rate, which will provide a floor. Export sales and shipments
remain robust, suggesting fears of reduced demand are overblown. A return of speculative buying is needed for a price recovery.

Attention will shift to planting and growing conditions in the month ahead. Already, there is concern about the flow of inputs and the avail-
ability of labor. Cotton planting is already well underway in coastal areas, but some producers need rain before they can get started. The
U.S. leader in cotton production, Texas, is actually one of the few areas in the United States that is in need of precipitation and plantings are
expected to be relatively light. Recent price action is more likely to shift acres away from the crop than gain any. Demand has been a bright
spot for the cotton market, and China is expected to purchase more of the fiber from the U.S. as it works to fulfill its Phase 1 purchase com-
mitments. Cotton commitments are already up 21% from year-ago levels, whereas USDA is calling for an 11.8% year-over-year increase.
The USDA may need to increase its forecast if strong shipments continue.

The weekly CoT report showed managed money cotton funds were 15,255 contracts net short on 03/24. That is the largest net short in 23
weeks. Managed money Ol was down 3,576 contracts wk/wk to 53,551 contracts. Spec trader OI as of Tuesday was the lowest it’s been
since 02/14 of 2012. The new crop December contract is showing signs of strength. Textile mill closings, coupled with the closure of retail
outlets around the world, have wreaked havoc on cotton prices. Yet, market prices, while still experiencing some daily triple digit moves,
are a bit less volatile. U.S. export sales remain very active. In fact, sales have been so strong that it is now expected that delivery of the bulk
of the remaining current year sales will at some time be moved to the next marketing year. The remaining old-crop contracts, May and July,
appear to be stuck with the effects of the coronavirus. Textile operations around the globe are shuttered in most locations. China and the
Indian subcontinent are closed. Those account for approximately 80% of the worlds cotton spinning activity and well more than half of
those operations are closed for at least another two to three weeks.

Mills are taking advantage of the current low prices and will later exercise their option to postpone delivery until after August 1, 2020, the
beginning of the 2020-21 marketing year—and when cotton prices will be higher.

Cont’d next page.



In-depth Crop Market Update (Cont’d)

The information that is presented in this market update reflects current information as of March 27, 2020.

Cotton Cont’d

The potential good-price news is that 2020 crop plantings will be severely restricted. Thus, it is expected that the December 2020 and
all the 2021-22 contract months will experience a significant rebound in prices due to the combination of a small crop and pent up de-
mand.

Rice

Due to the coronavirus quarantine many individuals are under, rice continues to fly off grocery store shelves as people continue to
build up their ‘household rice stocks’. Sooner or later, this buying pattern will stop and will usher in decreased demand in retail stores.
In the meantime, U.S. millers are trying to buy as much paddy rice so as to not get caught with a bug log position when the ‘domestic
stockpiling’ stops.

Plantings continue to progress in the Gulf Coast and the Mid-South regions.
Louisiana new crop planting continues with the weather permitting. Some feel
that acreage will slightly increase from last year. In Texas, field conditions are Rice:iShipments by South: American exporiers
good, with Texas expected to see more rice acres in 2020. In the Mid-South,

fields are being prepped and ready for seed. !

mt (milled basis)
4
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Export sales are strong.

Rice futures saw a significant fall last week from $14.35 to $13.15, but nearby " \ /
futures have rebounded and are now approaching the $14.00 mark once again. 98
Fundamentally, market factors do not support a price this high, but this year has 7
been anything but typical. Asian markets have been upset by the coronavirus : / ©
situation, with very limited pricing being noted for rice form those origins. The T ‘
spread between new crop and old crop contracts continues to reflect the expec- o,

tation of stronger acreage, while the price increases in new crop contracts are

consistent with a higher anticipated demand at harvest. 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
(est.) (fcast) (proj.)

In contrast to grains and oilseeds values, international rice (f.0.b.) prices posted

strong gains month-over-month, amid crop worries in Thailand, where off-season output is set to decline year-over-year, and a heavy
uptick in consumer demand amid coronavirus fears. Owing to supply-side reforms aimed at improving quality and countering exces-
sive stocks, rice plantings in China have fallen in recent years. However, following the coronavirus outbreak, the government in-
creased the MSP for indica rice, potentially underpinning production in 2020/21. Amid steady increases in cross-border sales into
neighboring Brazil, Paraguay emerged as a leading South American rice exporter over recent years, potentially becoming the region’s
second largest supplier this year.

Within the traditional market indicators, export sales were significantly increased for the week as compared to last week and the multi-
week average. Overseas buyers are anxious to acquire sufficient inventories to cover their markets until new crop harvest, largely in
the name of food security. This buying tendency is compounded with the closure of both India and Vietnam over pandemic con-

cerns. Eliminating those sources of rice have sufficiently stimulated the market that many countries are going outside of traditional
trading partners in an effort to secure rice in volume.

Vessel loadings were also much stronger, an indication that not only are sales being made but that shipments are much more prompt
than is normally the case. Asian benchmark pricing has generally been stronger over the week, although it has become increasingly
more difficult to interpret those numbers. The normal exchange rate matrix is still in place as a price mover, as is the general market
fundamentals in Southeast Asia (specifically drought conditions in Thailand). With India and Vietnam stepping back from the interna-
tional scene for an undetermined period of time, other Asian origins will undoubtedly see a much stronger price response over the
coming weeks. The impacts of this will be twofold: some degree of panic buying will set in and artificially inflate the pricing in those
origins still open for business; and the spread between Asian and U.S. origins will narrow to the point where U.S. will be a much more
viable source of rice.

With a large anticipated new crop domestically, this should translate into a more favworable pricing scenario for the U.S. producer at
harvest time. USDA increased its world market price estimate this week moderately, but further increases can realistically be expected
in the coming weeks.

Cont’d next page.
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. US D A
11, Jul. 10, Aug. 12, Sep. 11, Oct. 9, Nov. 10, and Dec. 10. :7—-



In-depth Crop Market Update (Cont’d)

The information that is presented in this market update reflects current information as of March 27, 2020.

On March 27, the Dow dropped 915.39 points, 4.06%, at 21,636.78. The Nasdaq was down 295.16 points, 3.79%, at 7,502.38. The S&P
500 fell 88.60 points, 3.37%, at 2,541.47. The major indexes

Don e ol Avrshis ek posted big gains for the week, with the Dow soaring 12.8%
for its biggest one-week gain since 1938, the S&P jumping

10.3% and the Nasdaq rising 9%. A three-day rally spanning

Tuesday to Thursday this past week, saw the Dow rise over Russell 2000

21% in that span, signifying the beginning of a new bull mar-

ket after just 11 trading days in a bear market. Of note, the last

time the Dow went from its bear-market low to a bull market  composiee

- in just three days was from Oct. 6 to Oct. 8, 1931. AsofMarch 27,410 pm ET

Source: FactSet

U.S.stockindexes, change this week
0% 3 6 9

DJIA

S&P500

Soybeans

Futures added risk premium on concern for shipping soybeans and products out of South America. Argentina’s port worker union has
asked the federal government for a 15-day shutdown. Brazilian port workers delayed a strike vote. But with the shipping delay uncertain-
ty, China may be pushing nearby purchases to the United States. Chinese meal prices surged as soybean inventories dropped to a 10-year
low. Soyoil should begin to add support to already strong U.S. crush margins given its discount to palm oil. Soyoil export sales jumped to
a marketing-year high last week and year-to-date sales are 52% higher than 2019. U.S. basis is improving and the best in six years, high-
lighting strengthening demand.

Soybeans have a stronger fundamental story as crops are getting smaller in y Soybean Commitments of Traders .
. . . . . rice f Tuesday, March 24

South America and Chinese soy crushing slowed after inventories fell to 10- 10.00 30 of Tuesday, Tare 100000

year lows. Loading and sourcing issues may expand in Argentina and Brazil

and shift Chinese demand to U.S. supplies.
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In the weekly update from the CFTC, soybean spec traders were 2,444 con-
tracts net short on 03/24. That is less short by 28,202 contracts wk/wk, from
short covering. Soybean meal spec trading also saw short covering and was

22,999 contracts more net long.

-200,000

Source: CFTC Supplemental Report, futures and options combined

Chinese soybean processors fear the spread of coronavirus in major exporters
could lead to further supply shortages, with some plants in the world’s biggest | "“way wn s au sep oct Nov Dec van rFeb war Apr May o

buyer already having to wind back operations, industry sources and traders Brock Report.
said. Top soybean producers Brazil and Argentina have warned of possible delays in getting beans to ports because of transport and other
restrictions to control the virus. The moves come after delayed shipments from Brazil due to rains in late February have slashed Chinese
inventories to record lows. Shipping from port to port is not an issue, but the problem is getting soybean supplies to ports by trucks,” said
one Singapore-based grains trader, referring to Brazil.

Soyabeans: Deliveries to China by key exporter (October- l{.%:' Shipments of soybean to China in the first five months
February) \i"’/

0f2019/20 (Oct/Sep) were up 8% year-over-year.
While crushing plants were disrupted by the corona-

mt
40 — Caralin virus outbreak, full-year imports are still seen rising 2%
35 mmm Russia - year-over-year, with heavy purchases from Brazil likely
mes Uruguay - in coming months.
mm Argentina
29 w Brazil - = Chinese buyers are inquiring about prices for Ameri-
55 — — can corn as well as sorghum, according to people famil-
iar with the matter, who asked not to be identified be-
20 — cause the information is private. The move comes
as crashing U.S. prices make the yellow grain used in
15 biofuel and animal feed more attractive, while the Chi-
i nese domestic market is seen staying strong.
Cont’d next page.
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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 March 27, 2020.

Sovbeans Cont’d

The following graphs represent U.S. soybean exports through March 19, 2020 to world partners (left) and China (right).

Accumulated Exports - CHINA, PEOPLES
Accumulated Exports - World Total REPUBLIC OF
Soybeans Soybeans
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Sugar

The U.S. sugar supply and use balance sheet for 2019/20 is currently projected to be tight—with a stocks-to-use ratio of 7.2 percent—
primarily due to the reduced outlook for imports. Domestic production is also lowered in the March WASDE, however. Beet sugar pro-
duction for 2019/20 is projected to be 4.317 million STRV, a 127,000~

STRYV reduction from the February report. The reduction is due to a reduced U.Ss. Suga r Su pply and Demand
sucrose extraction rate and higher rate of shrink in the sugarbeet piles, re- 2018/2019  2018/2020  Change from  Change from
sulting in less sugar produced from sliced beets. The sugar from beet slices Item estimate  forecast  February1l  2018/2019
matches the forecast provided by beet processors in the latest S weetener - Thousand short tons, raw value -
. Beginning Stocks 2,008 1,783 - -225
Market Data (SMD) released by the USDA Farm Service Agency (FSA). production 5,999 8031 27 9568
Beets 4,939 4,317 -127 -621
The processors’ forecast corroborates the reported data on the slicing cam- Cane 4,060 5713 - 346
R . Imports 3,070 3,339 502 269
paign thus far. Through January, the rate of sugar produced from sliced sug-  tra 1,541 1,674 - 133
s _ Re-export 438 350 - -88
ar.beets. has been belQW lgst year’s levels as well as long-term averages. Moo 1,000 1165 o2 s
Likewise, the reduction in the forecasts from sugarbeet processors suggest High-tier 9 150 50 59
that an increase in shrink is warranted. With the smaller sugarbeet crop, itis g " we o e o o
difficult to estimate shrink based on historical values. Shrink is impacted by  Demestic deliveries 12,231 12,230 - -1
. .. . Total use 12,294 12,265 - -29
environmental and weather conditions present for sugarbeets stored in the Ending stocks 1783 Py 529 895
winter for slicing. The smaller sugarbeet crop means that slicing at most ) Percent
. . A . Stocks/use ratio 14.5 7.2 -5.1 7.3
beet processors will not continue as long as in past years—which means that ~ing change, ** Rounds to zero,
pile management systems may not be as stressed as they have been in recent
years when processors are needing to keep beets frozen through the spring. On the other hand, difficult harvest conditions throughout
Cumulative sugar extraction rate, beet sugar produced per sugarbeet sliced, much of the sugarbeet-growing region in the fall resulted in some
by crop year lower quality beets having to be processed during this campaign.
Percent While most damaged beets were segregated and strategically pro-
L cessed to limit the impact on higher quality beets and processing
150 e — e equipment, the impacts of this harvest are distinct from recent market
140 ./ r history. The March forecast is based on a shrink rate that is higher
i than the previous month, but still low by historical standards.
120 Cane sugar production is projected to be 3.713 million STRV, un-
10 changed from the previous forecast. The forecast for each cane sugar-
o producing state is also unchanged: Florida remains at 2.069 million
SEFT: “OCT NOV. DECE “WlAN: FEB| (MARS TARR! \[MAY: UUNE [JULY STRV; Louisiana at 1.513 million STRV; and Texas at 131,000
ebde e L il STRV. The USDA’s National Agricultural Statistics Service (NASS)

Source: USDA, Economic Research Service and Farm Service Agency. . « .
updated sugarcane production forecasts in its March Crop Production

report. The changes made by NASS did not merit any changes to cane sugar production, however, which remains largely based on infor-
mation provided by processors in the SMD. The most significant changes were to Louisiana’s sugarcane crop, lowering both area har-
vested for sugar and yields. The Louisiana sugarcane harvest concluded in early January, however, so these adjustments helped confirm
the numbers to the reporting provided in the SMD. Louisiana will produce sugar in September 2020 from their 2020/21 crop, which is
being estimated in line with recent-year averages for the current forecast.

Cont’d next page.
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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 March 27, 2020.

Sugar Cont’d

U.S. sugar imports in 2019/20 are projected to total 3.070 million STRV, a 502,000-STRV reduction from the previous month. The re-
duction is due to fewer imports from Mexico, slightly offset by increased high-tier imports. Imports under quota programs and imports
under the reexport program are unchanged at 1.674 million STRV and 350,000 STRV, respectively.

Imports from Mexico are forecast at 1.165 million STRV, a 552,000-STRYV reduction from February. The reduction is due to the limited
supplies available in Mexico to ship to the United States. Based on the terms of the Suspension Agreement, the Export Limit calculated
by the USDOC would be 1.933 million STRV. Due to the poor growing and harvesting conditions that Mexico sugarcane growers have
experienced over the past several months, imports from Mexico are not expected to meet the full allocation.

High tier imports are projected at 150,000 STRV, a 50,000-STRV increase from the previous month. The increase is due to the greater
pace of imports in January and February, combined with price differentials between the U.S. and World futures markets. Refined sugar
prices in the world futures market have been volatile in recent weeks, with the nearby contract ranging between 17.15 and 19.49 cents per
pound since late February. High-tier imports have remained viable from a price standpoint throughout that period, depending on the lo-
gistical and transportation costs for inventories held by sugarbeet processors, sugarcane processors, and cane sugar refiners remain rela-
tively tight. Refined sugar inventories held by beet processors and cane refiners through January are down nearly 21 percent from a year
ago—particularly due to lower inventories from the sugarbeet sector. Raw sugar supplies—held by sugarcane processors and cane refin-
ers—are 11-percent lower than the corresponding 2018/19 levels. Overall, reported inventories in January are 16 percent lower than the
previous year.

Sugarbeet processors' total sugar inventories, monthly, 2016/17 to Sugarcane refiners’ refined sugar inventories, monthly, 2016/17 to 2019/20
2019/20
Thousand STRV
Thousand STRV
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Source: USDA, Farm Service Agency. Source: USDA, Farm Service Agency.

COVID-19 Help Desk Launched for Louisiana’s Small Businesses

(per WAFB News in Baton Rouge, LA) Governor John Bel Edwards and Secretary Don Pierson of Louisiana Economic Development (LED)
announced the opening of an LED help desk that provides email and hotline support for Louisiana businesses impacted by COVID-19.

For COVID-19 related business questions, LED may be reached at LEDbiz@la.gov or via the toll-free hotline, (833) 457-0531. The
COVID-19 hotline is staffed from 8 a.m. to 8 p.m. Monday through Friday. Be aware that high call volumes might result in delays. Callers
are encouraged to keep trying, leave a voice mail or contact LED via email.

For Louisiana businesses seeking federal financial assistance, they are encouraged first to contact the U.S. Small Business Administration
at SBA.gov/Disaster to apply for COVID-19 disaster aid. The SBA Customer Service Center may be reached at (800) 659-2955, with an
additional TTY line for the hearing-impaired at (800) 877-8339.

At the LED website — OpportunityLouisiana.com/covid19 — businesses may find workplace guidance from the Governor’s Stay At
Home Order and other proclamations; COVID-19 public health recommendations; sources of COVID-19 financial aid; regional resources
across the state; and links to information from business and industry trade associations.

Other useful links from the federal government: https://www.profarmer.com/system/files/inline-files/SBA_Q%26As.pdf and

https://www.profarmer.com/system/files/inline-files/ChamberofCommerce SBA.pdf
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2020 CY Enterprise Budget Templates Available in Microsoft Excel

Detailed crop enterprise budgets for RR corn, BtRR corn, BG2RRF cotton, conventional rice, Clearfield rice, hybrid rice, and RR soy-
beans were developed by the LSU AgCenter’s Department of Agricultural Economics and Agribusiness. Producers can enter the expected
price, expected yield, and share rental percentage allocated to the landowner. Variable production costs are categorized by subheadings
and can be changed in terms of input price and/or quantity applied. For each variable production costs, the producer can specify if that
particular input cost is share proportionately with the landowner. Considering these input parameters, per-acre net returns are calculated
for the producer and landowner as well as the net return above total specified costs to both parties. Cells parameters in BLUE can be
changed by the producer.

An alternative budget template is provided to serve as a fully customizable version of a sample enterprise budget. All fertilizer and chemi-
cal names have been removed in order to create a generic summary of the costs associated with each crop. This will allow the producer to
manually enter the specific fertilizer element and formulation in addition to the chemical label name if desired.

To obtain copies of these Microsoft Excel budgets, please contact your county agent or visit www.lsuagcenter.com. (Click Top-
ics— Crops— Budgets headings to access these farm management tools)

Appreciation is extended to The Louisiana Soybean and Feed Grain Research and Promotion Board, The Louisiana State Support Com-
mittee of Cotton, Incorporated, and The Louisiana Rice Research Board.

Concerns Over Temporary Farm Labor Visas May be Eased

The ag industry is facing a long list of unforeseen complications as the virus hits thousands of people across the country. Farm groups are
concerned about labor issues should critical workers become infected and are also worried about the approval process for H-2A work-
ers seeking to come to the U.S. to work during the upcoming planting season.

Despite COVID-19’s impact on its staffing and interview process, the State Department says it’s continually working to process H-2A
applications. The State Department said in a recent statement regarding the impact of COVID-19 on Departmental operations that: “As a
matter of policy, consular sections worldwide prioritize H-2A applications, given the significant economic importance of these workers
for farmers and small business.” Some returning H-2A workers will qualify for an interview waiver, the department says. But ag groups
are concerned that the number of H-2A approvals may still be lower this year.

Secretary of State Mike Pompeo says H-2A processing will be given special consideration despite the U.S. closing its border to Mexico
for “non-essential” travel. “We have a real concern about H-2A visas, particularly agriculture workers that are going to need to get
across,” Pompeo said. “We’re going to make sure we do everything we can to keep that part of our economic life working between our
two countries.”

The State Department agreed to accelerate approvals of H-2A farmworkers by waiving interviews for many applicants, a move welcomed
by agricultural groups who feared that embassy cutbacks amid the COVID-19 pandemic would leave farms without needed labor.

Under a State Department policy announced Thursday, consular officers have the option to “waive the visa interview requirement for first
-time and returning H-2 applicants who have no potential ineligibility,” according to an Agriculture Department memo.

The State Department’s expansion of the waiver process also quadruples the period in which returning workers may qualify for an inter-
view waiver. Applicants whose previous visas expired during the last four years — an increase over the current limit of 12 months —
don’t need to be interviewed if they are applying for the same visa classification and didn’t need an interview the last time they ap-
plied. The State Department will allow consulates to waive in-person interviews on first-time and returning H-2A and H-2B applicants
“that have no apparent ineligibility or potential eligibility.” The interview waiver can also apply to those whose previous visas expired
within the past 48 hours and did not previously require a waiver of ineligibility if they are applying for the same classification as their
prior visa. https://www.profarmer.com/system/files/inline-files/StateQ%26A_0.pdf

Newsletter Information

L UARTER R ting Period Rel Dat
A group of growers inquired about a quarterly newsletter be- Q cporting “eno Fease ate

ing delivered to them containing relevant market news and 1 January 1 through March 31 April 15
agr?cultural pOlle. events. As a result, this publication will be 5 April 1 through June 30 July 15
delivered electronically per the release schedule. Please con-

tact Dr. Mike Deliberto at mdeliberto@agcenter.lsu.edu to be 3 July 1 through September 30 October 15
added to the email distribution list, free of charge. 4

October | through December 31 January 15

Please send questions and comments to Dr. Michael Deliberto, Department of Agricultural Economics and Agribusi- I su
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 2020-23 April 2020. A g Eco n
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