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World Grain Situation – 
What’s Driving Current Crop Prices?
Dr. Darrel Good, University of Illinois

Wheat, corn, and soybean prices were quite volatile during the summer of
2006, as is often the case during the northern hemisphere growing season.
However, those prices turned decisively higher in September 2006 and
remained relatively high into the spring of 2007.

Several factors contributed to the recent period of sustained high prices. Two
are discussed here. First, for wheat and coarse grains, declining world production
in 2005 and 2006 contributed to an environment of much smaller inventories. 

Smaller Inventories
World wheat production in 2006-07 was 4 percent smaller than in 2005-06 and
nearly 6 percent smaller than the 2004-05 crop. Production in the most recent year
was down substantially in the U.S. (14 percent), the republics of the former Soviet
Union (6 percent), the European Union (5 percent), and Australia (58 percent). 

Similarly, coarse grain production was reduced in the U.S. (6 percent),
Canada (10 percent), Argentina (23 percent), the European Union (4 percent),
and Australia (51 percent). The reduction in U.S. production reflected the failure
of the markets to compensate corn producers for the accelerating costs of 
production in 2006. 

In contrast, lower production has not been a price supporting factor for soy-
beans. Both the U.S. and South America harvested record large soybean crops
in the 2006 calendar year, resulting in record large world oilseed production
[Fig. 1]. However, soybean prices have been supported by the rapidly growing
demand for soybean meal in China to support increased livestock production 
as rising incomes there have increased the demand for meat. That trend is
expected to continue, although interruptions can be expected with occasional
slowing of economic growth.
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Figure 1: World wheat, coarse grain & oilseed production
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Ethanol
Reduces
Government
Support 
The surge in the use for corn in
ethanol production is increasing
the price of corn received by
producers. It also is reducing
the income support received by
the nation’s feed grain sector,
according to the Economic
Research Service of the U.S.
Department of Agriculture. 

During the past decade, a
large share of farm support has
come from income support pro-
grams such as marketing loan
benefits, market loss assistance
or counter-cyclical payments,
and production flexibility or
direct payments. Now, however,
market revenue, stimulated in
part from renewable energy
policies and strong energy
prices, is increasing in impor-
tance to the sector, according
to a recent ERS report.

Ethanol demand for corn is
raising feed grain prices above
farm program support levels,
thereby reducing or eliminating
marketing loan benefits and
counter-cyclical payments. 
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Boyd Real Estate, Inc. 
has merged with 

Farmers National Company
Two premier names in farm real estate 

are now one company
Mac Boyd is pleased to announce that his company has now merged with
Farmers National Company. Boyd Real Estate has been headquartered in
Arcola, Illinois, since its founding in 1979, and it also has a branch office 
in Tuscola, Illinois. The two firms have merged their real estate sales, farm
management and appraisal services in order to increase the scope and quality
of services that they can offer to their clients and customers.

Farmers National Company, an employee-owned company, is the
nation’s largest farm and ranch management company, providing landowners
and investors a full line of services, including real estate sales and land 
auctions, commodity marketing, appraisals, insurance, conservation and
recreation services, oil and gas management, and mapping technology, in
addition to farm management services. Since 1929 the company has been
headquartered in Omaha, Nebraska, and currently offers services in 22 states.

The Boyd staff as well as the office locations, addresses, and phone
numbers have remained the same. We are here to serve you. Please give us
a call or return the postage-free card for any of your farm real estate needs!
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