
DECEMBER corn futures rocketed 
toward $8 per bushel when fl ood 
waters rose in June, but collapsed 

under the weight of fund selling as those 
waters receded. In the end, the 62% re-
tracement of the 2008 rally matched the 
retracement seen in each of the past two 
summers, but a quick recovery wasn’t 
to be had this time around. 

Fundamental drivers of supply and 
demand moved fi rst to the backseat, 
and then to the trunk, as cracks began 
forming in the foundation of the Wall 
Street fi nancial district. Major fi nancial 
institutions that had been the anchor of 
Wall Street collapsed as investors lost 
confi dence in them. These institutions 
liquidated positions held by the funds 
they managed to raise cash to pay off 
their investors. The selling drove prices 
lower, creating additional bearishness 
among investors that required more 
assets to be liquidated. That then pre-
cipitated the massive bailout package 
debate, which was aimed at stabilizing 
the markets.

End users limited buying to meeting 
immediate needs, unsure whether a 
collapsing economy would leave them 
holding excess supplies. Besides, they 
had little incentive to chase the market 
when prices continued to come to them. 
Speculators ignored friendly fundamen-
tals and focused more on fears that the 
defl ationary business cycle would con-
tinue to drive asset values lower. Corn 
and soybean prices maintained fi rm 
undertones, but day-to-day price move-
ment mirrored activity in the outside 
markets rather than supply and demand 
news.

Restoring confi dence takes time
It will take time to restore confi dence 
in both the fi nancial and the com-
modity markets. Government oversight 
will increase with the objective of cre-
ating greater transparency. Large price 
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Key Points
■ Grain and oilseed prices are closely tied to 

the fi nancial sector.
■ The long-term outlook is positive once the 

economy stabilizes.
■ A stabilizing economy should refocus 

traders on the fundamentals.
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swings will likely be with us until confi -
dence is restored in the stability of both 
the domestic and global fi nancial sector. 
However, the long-term outlook for grain 
prices is good if that confi dence can be 
restored.

Efforts to restore confi dence in the 
fi nancial markets required the injection 
of unprecedented quantities of cash into 
the economy. That’s a massive amount 
of debt for the U.S. taxpayer, but it also 
means the currency printing presses are 
working hard to create liquidity. Other 
major global economies took similar 
steps, creating a massive infl ux of cash 
to be spent on commodities once confi -
dence is restored. 

Corn should lead
The bailout package pulled the rug 
out from under the fall rally in the U.S. 
dollar, re-igniting long-term infl ationary 
concerns. Demand for corn and soy-
beans should remain solid, assuming 
the global economy makes the expected 
soft landing. That means corn needs 
to add 3 million to 4 million acres and 
reach trend yields in 2009, while soy-
beans need to hold onto their acres, and 
possibly add some as well, depending 
on South America’s crop. This scenario 
should provide an opportunity to price 
remaining 2008 production, as well as a 
portion of next year’s crops. 

The risk to this outlook is if the foun-
dation of the fi nancial sector continues 
to crumble. That would be expected to 
lead to a stronger period of defl ating 
asset values rather than the anticipated 
infl ationary period. Global demand 
would likely go through a period of con-
traction, driving prices well below the 
cost of production. 

Get a free subscription to the twice-
daily e-newsletter Farm Futures Daily by 
visiting subscribe.farmfutures.com.
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Corn acres must move back above 90 million in 2009
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Corn Soybeans Wheat

Sponsored by FS Seeds

Grower Files

ADVERTISEMENT

Producing 
top-quality feed

There are a lot of dairy cows in the southwest corner of 
Wisconsin, so that means there’s a lot of corn chopped for 
silage. Daryl Crubel and his family rely on raising quality 
corn silage for their 167-head dairy herd in the Bloomington 
area.

They have been using the FS Seed Corn hybrids with 
DairySelect output traits on 15-inch rows for about three 
years and work closely with local FS crop specialist Ryan 
Wehrle. “He scouts the fields to know about problems we 
need to adjust to or spray for,” says Crubel. “He gets around 
to enough different plots so that he gives us a heads-up 
on what is looking good and what’s not. We want it to stay 
green and not get too dry before we get all the harvest. 
Digestibility is important as well.”

Crubel’s goal is about 10 tons of dry matter per acre, and 
he likes the yield results he gets from the FS Seed Corn 
DairySelect hybrids.

There are several things Crubel and Wehrle consider 
when deciding on what silage hybrid to choose. “One of the 
criteria when choosing what hybrid to plant is milk per ton 
out of the feed and NDF total digestibility. It’s also important 
how it fits into the ration. We want it to be as efficient as 
possible,” says Wehrle.

 “A lot of other silage hybrids have a lot of stalk and 
leaf; we like to have some corn in there from the energy 
standpoint,” says Crubel.

He says last year he had the FS Seed Corn DairySelect 
hybrid in one silo and another hybrid in the other. His 
nutritionist came out to test the silage, and the FS came 
back with a little more energy. “I’m pretty well pleased, 
and that’s why we went this year with all the FS Seed Corn 
DairySelect hybrids,” he says. 

Daryl Crubel (left) and Ryan Wehrle, FS crop specialist, Bloomington, Wis.
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