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Key Points
���Trade tensions continue to mount as global economic growth slows. The U.S. 

economy remains on much better footing, largely due to solid wage growth and 

���ra afn mu tenendett winomnegativermargono, wth 0E7 and 
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Global Economic Environment
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U.S. Agricultural Markets 

Uncertainty over trade policy, weather, and African 
Swine Fever (ASF) have dominated agricultural markets, 
causing greater volatility across the industry, from 
producers to end users. 

Trade negotiations between the U.S. and China stalled, 
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USDA currently predicts the U.S. corn crop to be  
13.8 billion bushels on a yield of 168.2 bushels per acre,2 
down from last year’s crop of 14.4 billion bushels with 
a 176.4 bushel-per-acre yield. After USDA announced 
a much higher than expected crop estimate in August, 
13.8 bearren12(-acreInd furyugustr)Tjand



www.cobank.com

Prepared by CoBank’s Knowledge Exchange Division  •  October 2019© CoBank ACB, 2019 6

the European Union are much improved over prior years, 
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However, the world export market remains competitive, 
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Adding to ethanol producers’ woes is the uncertainty 
over this fall’s late-planted corn crop that has caused 
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acreage predicted to continue shrinking this fall, row 
crops – particularly corn – are assumed to be the major 
beneficiaries next spring. Corn is the highest input crop 
compared to soybeans and wheat, so ag retailers will 
welcome any movement ofing b004c6 acwaythe major 7
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a significant challenge for cattle feeders to find excess 
capacity elsewhere (Exhibit 8). The industry has 
responded as other plants were able to absorb capacity 
by operating more Saturday shifts. Unlike the chicken 
and pork sectors that have built more than a few new 
plants in the last few years, beef packing capacity has 
been tight as the cow herd has expanded. This tight 
capacity has put beef packers in the catbird seat  
recently. While the Kansas plant will be closed for 
months, not years, the disruption in capacity and further 
shifting of leverage in favor of the packer increases the 
odds of herd liquidation. 
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U.S. pork trade has struggled so far in 2019. 
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Chicken prices and producer profitability 
are in the black as USDA leg quarter prices 
have held at around 40 cents per pound 
for most of the summer, a significant 
improvement from prior year levels  
(Exhibit 11). As Brazil and some other 
major exporters of chicken have focused on 
the China market, they have left the U.S. in 
a favorable position for exports. In addition, 
a growing number of U.S. consumers 
prefer dark meat over white meat, driving 
the industry to increase the capacity of 
mechanical chicken leg deboning. This 
trend is likely to continue for years to come.

U.S. chicken export volumes are mostly 
flat. Growth in trade with Mexico and 
Eastern Europe are offsetting weakness 
in shipments to Angola and Canada. 
We expect this pace to improve for the 
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surplus, prices will likely be range-bound through the 
end of the year. Whey prices will be capped not only 
by weakness in the export market caused largely by 
the U.S.-China trade war, but also by the decline in the 
Chinese swine herd where whey is commonly used as a 
feed ingredient. China, though, recently rolled back whey 
permeate tariffs. This opens the door to whey’s important 
export market, as China accounted for 50% of total 
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Increased production, weak domestic demand, and 
ongoing trade issues are expected to keep prices soft for 
process oranges and wine grapes over the next quarter.  

• �While packinghouse door and on-tree prices for 
process oranges remain weak, the YTD retail orange 
juice prices are up. 

• �California Valencia orange prices this year have 
struggled more than other regions and varieties due 
to size and quality issues. 

• �While harvest has just begun, wine grape quality and 
yields are looking good. 
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inventories, Ciatti wine and grape brokers report that 
buyers have strict contract specifications and low 
tolerance for mildew. On a global level, supply and 
demand is more balanced. Production in Spain, France, 
and Italy is expected to be down this year, but with tariffs 
on U.S. wine in key export markets, it may be harder for 
the U.S. to capitalize on this situation.  

Citrus 

Oranges: The annual USDA Citrus Fruits report
buyerso:
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Infrastructure Industries

Power and Energy
Continued growth in the U.S. supply of dry natural gas 
during Q3 2019 outpaced rising demand from power 
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advantage relative to their dispatchable competition 
given that hourly renewable resource output is relatively 
hard to predict years in advance. Discussion of creating 
some type of capacity market continues, but there is 
no concrete progress. Opponents of adding a capacity 
market are likely to point to ERCOT’s reliable operation 
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permit application to be complete. The EPA asserts that 
its proposed rule would still allow states up to one year 
as is “reasonable”. While this specification builds on 
the January 2019 ruling in Hoopa Valley Tribe v. FERC 
from the U.S. Court of Appeals for the D.C. Circuit, it is 
likely to receive pushback from states accustomed to 
evaluating complex projects over multiple years. 

New York and Washington have exercised their authority 
under Section 401 of the CWA by denying permits in 
recent years for the construction of a coal terminal and 
certain natural gas pipelines. In those cases, the states 
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M&A investors turn attention to rural operators

Private equity firm Grain Management has been busy 
acquiring fiber-rich and long-standing rural telecom 
and cable companies. In August, Grain Management 






