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As it is with "the little girl with the little curl right in the middle of her forehead" in the 
child's rhyme, depending upon where you sit the wheat situation, it is either very very 
good or horrible. The wheat world has slipped over the precipice, but it will climb back. 

There are little or no domestic/global reserves and a major producer/exporter, the U.S., is 
losing more of it's crop every day, hoping to harvest% of a crop, but may have to settle 
for 2/3's or less. Domestically, carryout is now projected at 305 million bushels and the 
stocks/use ratio is projected at 12 percent- numbers unheard of for nearly 50 years. The 
global situation is no better. World carryout is below 100 mmt. and the ratio is 18 
percent. Global stocks have not been this low since '75/76 and the ratio hasn't been this 
low since before '60/61, the earliest records available. 

The U.S. will have only 8 percent of the critically low world reserves at the end of the 
'95/96 marketing year, again the lowest on record. We continue to plow new ground. 
We haven't been this way before. Putting this all together, it doesn't take a rocket 
scientist to see the present or future. Old crop Ohio spot markets are at $6 and poised to 
set higher records yet, but there is little or none to be sold. Lets then tum our attention to 
the new crop. 

Crop Conditions 

Nationally, except for maybe the dust bowl years, the winter crop has probably never been 
in worse shape than this year. On April 22rut the USDA reported that 43 percent of the 
domestic crop was in poor or very poor condition. In the heart of wheat country, Kansas, 
Missouri and Oklahoma were worst, with 58, 57 and 51 percent, respectively, classified 
poor or very poor. In '89, the last time conditions approached current levels of stress, 
these same three states abandoned 28, 22, and I 0 percent of the planted acreage. Higher 
abandonment is expected this year, partially because under the rules of the "new farm bill" 
these poor acres can be re-seeded to other crops without penalty. Sunflowers, sorghum, 



com, and soybeans will be attractive alternatives. We could see abandonment in these 
states approaching 1/3 of the crop or more. 

In the eastern com belt (soft red winter country) the situation is not much different. The 
Illinois crop is rated 66 percent poor or very poor. Indiana is 41 and Ohio 43. The crop is 
in tough shape. Current new crop prices make com and soybeans very attractive, relative 
to harvesting a low yielding weedy wheat crop. In '92, when conditions were not nearly 
as bad in the eastern com belt, we saw abandonment rates of 9, 21, and 38 percent in 
Ohio, Illinois and Indiana, respectively. Main street coffee shop talk suggests 
abandonment could be as high as 50 percent this year. Again, much larger than history 
would suggest because the new "Production Flexibility Contracts" provide the "no
penalty" framework and new crop prices provide the incentive. 

Prices 

Writing in November '95 and printed in the December '95 issue of Ohio Farmer, I 
suggested a crisis was imminent and that the '95 crop would see $6 before the market 
would cool. We are there. The question remains - "Will the market cool?" Probably not. 
Old crop could yet see $7 and new crop will likely break the $6 mark. But again the retort 
from many producers is - "So what, I've already sold my most, if not all, of my crop and 
hope I can harvest enough to deliver against my lower priced contracts?" However, if 
your new crop isn't yet sold and you plan to harvest something, think about taking some 
or even more of that $6 or near $6 new crop price, now or soon after harvest. 

Remember wheat is the only true "global" grain crop. Record prices can and will elicit 
added production in the southern hemisphere and more spring wheat in the northern 
hemisphere, adding to '96/97 supply, and will surely add to the '97/98 supply on a global 
basis. The most likely scenario calls for lower prices beginning shortly after harvest. This 
is likely to be a classic "short crop - long tail" kind of year. The world is aware of the 
crisis and will price early to solve the problem. That doesn't mean price is going to fall 
back below $3 in the near future. It will take at least two years for supplies to rebuild. 
Expect price to be attractive through the '97 crop, but not as high as now. If you can 
bring yourself to do it, participating in the current $4 to $4.50 July '97 price action might 
not be a bad bet. 
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