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China is expected to be a net importer of grains in 1994/95 
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AGRICULTURAL EXPORT FORECAST RAISED 
The U.S. Department of Agriculture released an updated 
forecast last month for agricultural exports in fiscal 1995. 
The new forecast confirms that favorable developments 
with respect to trade with Asian countries have more 
than countered the unexpected set-back in prospective 
shipments to Mexico. As a result, the value of U.S. agricul-
tural exports during the fiscal year that ends in September 
is now expected to reach $48.5 billion, up $3.5 billion 
from the record-breaking level that had initially been 
forecast last November and 11.5 percent above last year's 
mark. The revisions encompassed a number of commod-
ities, but corn, cotton, oilseeds, and wheat accounted for 
the bulk of the increase. 

U.S. agricultural exports held in the rather narrow 
range of $42.3 to $43.5 billion annually the last three fiscal 
years. Those levels marked considerable improvement 
from what had prevailed during most of the 1980s and 
early 1990s but were not sufficient to surpass the all-time 
high of $43.8 billion that was set in fiscal 1981. The un-
derlying strength in exports in recent years has been the 
rapid growth for "high-value" products which has coun-
tered the weakness in shipments of bulk commodities. 
Reflecting this, consumer-oriented agricultural exports—
mostly meats, poultry and dairy products, fruits and veg-
etables, snack foods and cereals—nearly doubled over 
the last five fiscal years. In fiscal 1994, consumer-oriented 
exports approached $16.2 billion. In contrast, the value of 
bulk agricultural commodity exports—mostly grains, oil-
seeds, and cotton—fell to less than $18.0 billion in fiscal 
1994, down 5 percent from the year before and nearly a 
fifth below the most recent cyclical high set in fiscal 1989. 
Another $9.3 billion of last year's agricultural exports 
represented intermediate goods, which encompass such 
things as flour, meals and oils, sugars and sweeteners, 
feeds, seeds, live animals, hides, and animal fats. Ex-
ports of intermediate agricultural goods have trended 
slowly upward in recent years. 

The steeper rise now projected for agricultural ex-
ports this year stems mostly from a surprisingly strong 
rebound for bulk commodities, particularly corn and cot-
ton. A surge in the volume of shipments is expected to 
boost U.S. corn exports to $5.3 billion this year, up nearly  

40 percent from the poor performance of last year and—
if achieved—the most in five years. Cotton exports are 
projected to rise nearly 50 percent and reach an all-time 
high of $3.4 billion. In addition, wheat exports are pro-
jected to rise about 20 percent to about $4.8 billion, 
while soybean shipments rise about 8 percent to $4.5 bil-
lion in fiscal 1995. 

U.S. agricultural exports to most regions of the 
world other than Russia and Mexico are projected to in-
crease this year. By far the largest increases are expected 
for shipments to Asian countries, a development that 
stems primarily from a sudden reversal of trade patterns 
by China. This reversal is having a significant influence 
on U.S. exports of several commodities. For Midwest 
farmers, the reversal means that China will import corn 
for the first time in five years, with most of it coming 
from the United States. More importantly, the reversal 
means China's role as a major corn exporter will be 
scaled back significantly. During the last two years, Chi-
na's corn exports ballooned to an annual average of 480 
million bushels. Chinese officials banned corn exports 
last fall in a move designed to rein in rapidly escalating 
food prices. Since the ban is proving to be more rigid 
than expected, the USDA's estimate of China's corn ex-
ports for the current year has been scaled back to less 
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than 120 million bushels. Some observers are now antici-
pating still further cuts. 

In terms of net exports (exports less imports) the 
sudden reversal in China's trade patterns implies some 
450 million bushels of world import demand for corn is 
re-emerging this year for the United States and other corn 
exporting countries. This is equivalent to about a fifth of 
annual world trade in corn. Much of this demand is from 
Asian countries, especially South Korea, and most of it 
has become evident in the stepped-up pace in U.S. corn 
sales. During the late 1980s, U.S. corn sales to South Ko-
rea averaged 200 million bushels annually. Those sales 
fell sharply in 1990/91 when China replaced the U.S. as 
the major supplier and continued to shrink in each of the 
following three years. Last year, only 20 million bushels 
of U.S. corn were shipped to South Korea. With this 
year's reversal in China's trade patterns, U.S. export sales 
of corn to South Korea for delivery in the current year 
have already surpassed the 190 million bushel mark. 

The reversal in China's trade patterns is evident in 
many other commodities. China's wheat imports fell to a 
17-year low of less than 160 million bushels last year, 
nearly 70 percent below the 1987/88-1991/92 annual av-
erage. USDA analysts now believe China's wheat im-
ports this year will be 2.6 times last year's level with a 
sizable portion coming from the United States. Similarly, 
China's position as a major rice exporter is expected to 
swing to the other side of the trade ledger this year, mark-
ing only the second year since WWII that China has been 
a net importer of rice. Cotton imports into China are pro-
jected to quadruple this year, with much of it coming 
from the United States. U.S. exporters are also benefitting 
from increased sales of soybean oil to China. 

The sudden reversal in China's trade patterns has 
come as a pleasant surprise and it has helped counter the 
price-depressing implications here at home of last year's 
record harvest of corn, soybeans, and cotton. The reasons 
for the reversal are complex, but appear to be related 
more to the growing consumer demands in that country 
rather than a major set-back in crop production. As such, 
future agricultural trade patterns may tend to be more re-
flective of this year's developments than the trends of the 
past few years. 

While China has accounted for a much stronger ex-
port picture for U.S. agriculture this year, there have been 
some setbacks elsewhere. This is particularly true with 
respect to Mexico where the unexpected devaluation of 
the peso since late December has reversed the optimism 
that emerged with the NAFTA agreement a year ago. Ac-
cordingly, the USDA has lowered its estimate of U.S. agri-
cultural exports to Mexico for fiscal 1995 to $3.6 billion, 
down from the $4.4 billion that had been forecast last 

November and down from the $4.1 billion in shipments 
to that country last year. The bulk of the cuts are expect-
ed to come in meat shipments to Mexico. In calendar 
1994, U.S. exports of beef and pork to Mexico rose 75 
percent while combined broiler and turkey exports rose 
a little over a tenth. Because of Mexico's high support 
price for corn, the devaluation is not expected to hinder 
U.S. shipments from reaching the NAFTA quota level 
for this calendar year. 

Gary L. Benjamin 

CATTLE HERD CONTINUES TO EXPAND 

The recent USDA Cattle report indicated that the total 
number of cattle and calves in the U.S. on January 1 was 
nearly 2 percent larger than a year earlier. At 103.3 mil-
lion head, cattle numbers are also 8 percent larger than 
the cyclical low recorded five years earlier. The upshot is 
that beef production will expand again this year, though 
it will not match the large 1994 gain. Consequently, aver-
age fed cattle prices in 1995 are expected to be similar to 
year-earlier levels. Furthermore, last year's solid increase 
in beef production combined with improved demand to 
reverse an eight-year slide in the per capita consumption 
of beef. 

The USDA also revised the cattle data back through 
1989 based upon the 1992 Census of Agriculture. These 	• 
revisions altered the pattern of the current expansion, 
showing it began a year later than previously reported, 
1990 rather than 1989. Moreover, nearly all the revisions 
to prior numbers were negative, indicating that cattle 
numbers were overstated by an average of nearly 2 mil- 
lion head during this time period. Nevertheless, the pat- 
tern of annual gains indicates the pace of the expansion 
accelerated each year. 

Though the beef cow herd expanded in each of the 
past five years, the largest gains occurred over the last 
two years. As of January 1, the number of beef cows was 
up 4 percent from a year earlier and up 8 percent from 
two years ago. This growth was fueled by favorable feed-
er cattle prices that boosted the returns to cow-calf opera-
tions. From 1990 through 1994, the prices of Oklahoma 
feeder steers (600-650 pounds) averaged nearly a fifth 
higher than during the previous five-year period. How-
ever, average feeder cattle prices posted a year-over-year 
decline of nearly a tenth last year and some analysts be-
lieve the solid returns enjoyed by cow-calf operators over 
the past few years are narrowing. Reflecting this, the rate 
of growth in the number of beef replacement heifers last 
year slowed to less than half the average pace of the pre-
vious three years. This implies that smaller gains in beef 
cow numbers may be in store this year. 



Moderate gain in January 1 cattle numbers 

District states United States 
Million 
head 

Percent 
change* 

Million 
head 

Percent 
change* 

Breeding herd 6.42 1.1 58.6 2.8 

Beef cows and 
replacement heifers 2.70 2.4 42.5 3.7 

Dairy cows and 
replacement heifers 3.53 0.0 13.7 -0.1 

Bulls 0.19 2.2 2.4 3.5 

Steers and non-
replacement heifers 3.43 1.8 26.4 1.2 

Calves under 500 lbs. 2.44 -1.2 18.3 2.1 

All cattle and calves 12.29 0.8 103.3 2.3 

Addenda: 
1994 calf crop 4.32 1.3 40.7 3.2 

Cattle in feedlots 1.75 -3.3 12.5 -4.5 

From year earlier. 

SOURCE: U.S. Department of Agriculture. 

In comparison, dairy cow numbers paused in their 
long-term downtrend last year. The size of the dairy herd 
on January 1 was essentially unchanged from a year earli-
er, failing to decline for the first time since 1985. In addi-
tion, the number of replacement heifers on hand posted a 
slight decrease of about a half percent. Several western 
states-most notably California, New Mexico, Idaho, and 
Arizona-again made significant gains in dairy cow 
numbers. Furthermore, an important source of recent de-
clines in dairy cow numbers was at least temporarily alle-
viated last year as the size of the Wisconsin herd 
stabilized. Over the previous three years, Wisconsin ac-
counted for over half of the net decline in the U.S. dairy 
cow herd. 

Additions to U.S. cattle supplies come from im-
ports of live cattle as well as the domestic calf crop. The 
ongoing expansion of the beef cow herd gave a marked 
boost to the calf crop last year. At 40.7 million head, the 
1994 calf crop was up 3 percent from the previous year 
and at its largest level since 1986. However, USDA data 
indicate the upward pressure on cattle supplies from im-
ports eased last year thanks to the improved U.S. trade 
position in live cattle. Shipments of cattle from both 
Mexico and Canada posted a year-over-year decline 
while U.S. exports to both of those nations rose, causing 
net imports (imports less exports) into the U.S. to drop 
by nearly a fifth. 

The larger calf crop and a slowing in the movement 
of cattle from pasture to feedlots contributed to a year-
over-year increase of 4 percent in feeder cattle supplies as 
of January 1. The slowdown in the placement of cattle 
into feedlots stemmed from a steep decline in fed cattle 
prices last spring. Moreover, the pace of marketings from 
feedlots increased in 1994 when compared to a year earli- 

er. These factors pushed the January 1 inventory of cattle 
on feed 4 percent lower than a year earlier. Among indi-
vidual Seventh District states, however, the trends in the 
number of cattle on feed varied. Indiana and Wisconsin 
registered gains of 5 percent and 3 percent, respectively, 
from a year ago, while Iowa numbers were off slightly. In 
contrast, the number of cattle on feed declined by 7 per-
cent in Michigan and 15 percent in Illinois. 

But the movement of cattle into feedlots picked 
up considerably during early 1995. According to the 
USDA's monthly Cattle on Feed reports, placements 
registered a year-over-year gain of 15 percent-on 
average-during January and February for the seven 
monthly reporting states. Consequently, the year-over-
year decline in the number of cattle on feed in these 
seven states narrowed from 5 percent on January 1 to a 
single percent on March 1. 

The number of cattle processed at federally-inspect-
ed (H) packing plants rose about 3 percent in 1994 when 
compared to the previous year. At 33.5 million head, this 
was the largest number to move through H plants in six 
years. Furthermore, average dressed weights resumed 
their upward trend in 1994 and reached a record level of 
717 pounds per head. The recovery of dressed weights 
from the weather-depressed level of the previous year 
played an important role in boosting beef output. As a 
result of more and larger cattle being sent to market, beef 
production posted a sharp year-over-year increase of 6 
percent in 1994. The large increase resulted in the first 
year-over-year rise in per capita beef production since 
1985. That increase-in concert with large supplies of 
pork and poultry-helped push average fed cattle prices 
down about a tenth in 1994 from the previous year. 

Looking ahead, the USDA anticipates that produc-
tion gains for beef and pork will narrow considerably this 
year while poultry production continues to expand rapid-
ly. On a per capita basis, the output of beef and pork are 
both projected to rise only a half percent. In contrast, per 
capita poultry production is expected to increase by 5 
percent, marking the twentieth consecutive annual gain. 
The modest expansion in beef production, coupled with 
continued growth in the overall economy, is expected to 
hold cattle prices close to year-earlier levels. During the 
first two months of the current year, average Nebraska 
slaughter steer prices were about the same as a year ago. 
The USDA projects Nebraska steer prices to average 
about 2 percent lower during the first half when com-
pared to a year earlier and to show little change from last 
year during the second half. 

Mike A. Singer 



SELECTED AGRICULTURAL ECONOMIC INDICATORS 

Latest 
period Value 

Percent change from 

Prior 
period 

Year 
ago 

Two years 
ago 

Prices received by farmers (index, 1990-92=100) February 98 0.0 -6 0 
Crops (index, 1990-92=100) February 103 0.0 -6 6 

Corn ($ per bu.) February 2.21 0.9 -21 11 
Hay ($ per ton) February 85.00 0.2 -4 9 
Soybeans ($ per bu.) February 5.40 -1.3 -20 -3 
Wheat ($ per bu.) February 3.61 -2.2 0 8 

Livestock and products (index, 1990-92100) February 94 1.1 -6 -5 
Barrows and gilts ($ per cwt.) February 40.20 6.6 -17 -10 
Steers and heifers ($ per cwt.) February 72.00 0.7 -2 -9 
Milk ($ per cwt.) February 12.50 -0.8 -7 2 
Eggs (0 per doz.) February 61.6 -0.6 -3 -1 

Consumer prices (index, 1982-84=100) February 151 0.4 3 5 
Food February 147 -0.1 3 5 

Production or stocks 
Corn stocks (mil, bu.) December 1 8,081 N.A. 36 2 
Soybean stocks (mil. bu.) December 1 2,101 N.A. 35 14 
Wheat stocks (mil. bu.) December 1 1,495 N.A. -6 -6 
Beef production (bil. lb.) January 2.01 -0.5 3 10 
Pork production (bil. lb.) January 1.50 -8.6 9 5 
Milk production* (bil. lb.) February 10.4 -7.7 4 N.A. 

Receipts from farm marketings (mil. dol.) November 19,073 -6.9 -3 10 
Crops** November 11,771 4.3 17 25 
Livestock November 7,213 -3.8 -8 -4 
Government payments November 90 -94.7 -95 -71 

Agricultural exports (mil. dol.) December 5,033 8.1 23 33 
Corn (mil. bu.) December 207 6.9 46 20 
Soybeans (mil. bu.) December 104 32.8 41 42 
Wheat (mil. bu.) December 109 -3.0 -13 -6 

Farm machinery sales (units) 
Tractors, over 40 HP February 4,444 -0.1 13 28 

40 to 100 HP February 2,268 -11.4 4 21 
100 HP or more February 2,176 15.1 23 36 

Combines February 434 2.6 16 16 

N.A. Not applicable 
*22 selected states. 
-Includes net CCC loans. 
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