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have not addressed this issue.
It is my hope that all producers are keeping good acceptable production records
that will be acceptable to the
rules but I am afraid that in
many cases acceptable records
will be a chore to produce.
.

What needs to be done?
A producer needs to keep all
production records from all
crops produced for a minimum
of a 4 year period. Any time

production is placed in a bin, a
disinterested
third
party
needs to measure this production and provide the producer
with a hard copy of this measurement and how it was done.
Notes need to be made
that indicate what fields the
production came from including things like kind of crop,
test weight, moisture, bushels,
quality and how the crop was
used .
When there is a loss on a

unit, crop insurance records
will work to account for these
things. But when a no loss
exists it is up to the producer
to supply this information to
the auditors.
The important point is to
be proactive and have these
documents in place prior to
being notified that you need
them for production evidence. A little effort now will
pay big dividends in the future.

This Agency has been making a difference for Ag Operators of every size
with tailored, professional risk management programs for over 30 years.
With margins as tight as they are, our service means so much to many
people whose future is linked to the land. Our commitment is real !!!!!
Please stop in to see us in Tipton or give us a call at
800-411-3972 Or 660-433-6300
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Weather played the dominant role when it came to prices
in 2012. This historic drought
rallied prices to levels that we
could not have predicted at the
start of the year. So what will
2013 bring?
If you will look at the above
map you will notice that even
though we have received moisture in the 4th quarter of 2012,
we are still in a severe drought
over much of the mid-west.
Droughts run in patterns but
it is impossible to tell how long
they will persist or how large of
a geographic area that will be
affected. In 2011, agricultural

production in the southern part
of the United States suffered
due to the dry weather, then in
2012, this area moved north
and expanded into the corn
belt. As of January 14, 2013 the
weather maps indicate that
most areas east of the Mississippi River are at normal levels of
precipitation while states to the
west are still experiencing very
dry conditions.
There is no way to fight a
drought or a flood. All we can
do as producers is to put into
practice good risk management
tools and plant crops like normal. Marketing is where the big

challenge lies. Marketing a short
crop is very different than marketing a bumper crop. Short
crop prices tend to peak at or
just before harvest is completed
and then the price tends to tail
down until the next crop is under way. This spurred the old
adage that “a short crop has a
long tail ”.
A bumper crop is just the
opposite. When being faced
with burdensome supplies,
elevators get full and the price
at harvest is usually discounted.
This leaves good opportunities
for producers with storage abilities to retain ownership of crop
Continued on page 2
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2013 Outlook (continued)
and market it after the supply
chain digests the early production.
As we head into the start of
2013, the eyes of most crop
producers will focus on the
DEC13 corn contract and the
NOV13 bean contract. These
are the 2 contracts that will set
the spring price (minimum
price) for these commodities.
The dynamics of these 2 contracts are very different than
the earlier months because we
are betting on production that
we do not yet have. In the earlier months we are just rationing the supplies that are known
to be on hand.
For 2013 most trade articles
agree that we will be planting
considerably more acres to
corn than we did in 2012.
These numbers are all over the
board but most seem to agree
that it will most likely be between 96 and 97.5 million
acres when planting is completed this spring. It is a well
known fact that corn is in short
supply due to the recent
drought and aggressive usage
of this commodity for both
feed and fuel. It’s also interesting to note that since 2010
our annual production has
fallen each year.
In 2010 the United States
produced 316.2 million metric
tons of corn. 2011 saw this
number drop to 313.9 MMT
and in 2012 we are down to
only 271.9 MMT. This is a 14%
reduction over the past 3 years.
Our weather problems and
lower production numbers
have encouraged other countries to add corn acres at a
rapid pace and replace the
needs of many of the export
markets that we have traditionally filled. The biggest increase
in production came from the
countries of China +12%, Brazil

Volume 13, Issue 1

Page 5

2013 Outlook (continued)
+21%, Argentina +12%, and
South Africa +38%.
It is amazing how many
producers that I visit with don’t
see corn going under $7.00 for
any period of time. This year, if
we have anything like normal
weather, will challenge this
figure very rapidly. Actually, as
I am writing this, DEC13 corn is
trading at $5.71 and I don’t
believe we have factored in the
increase in acres yet as we are
still concerned with the tight
supplies of old crop corn making the news.
If we have a normal year
and hit the trend line of 160
bu/acre nationally and plant 97
million acres of corn the result
will be a 15,520 million bushels
of corn. Compare that to
11,814 million bushels we produced in 2012 and we will be
looking at a corn price of $4.25
per bushel this fall.
I realize that there are a lot
of IF’s in this scenario; however, we have to use normal
yields and normal precipitation
when budgeting for the next
year. The facts are; the demand
for corn is down due to the
lower livestock numbers, the
decreased use of corn for ethanol, the weakness of the world
economy, and the 3% reduction in meat consumption that
we have seen over the last
year. Like we said in a previous
newsletter, “the best cure for
high prices is high prices.”
Soybean demand on the
other hand is different than
that of corn. In the world market there is a strong constant
demand for soybeans. China is
our largest importer of beans
and will remain that way for
the foreseeable future. They
have made a big push to be
nearly self-sufficient for their
feed grain needs but have little
hopes to becoming independ-

ent when it comes to soybeans
for both meal and oil. How
important is China when it
comes to soybeans? In 2011
China alone imported 65% of
the world’s soybean production. They will remain our largest importer of soybeans. We
will remain in a tight battle
with Brazil in fighting for these
export markets.
For 2013 most analysts think
that we will again plant 76
million acres to soybeans in
this country. If we harvest the
expected 43bu/acre we will
produce about 3,400 million
bushels of soybeans. If this
happens, we will surpass Brazil
again and be the world’s largest producer of soybeans.
At this point in time the
bean to corn price ratio is
1:2.2. This ratio should encourage farmers to plant more
corn. Therefore at this time I
don’t see many more acres
being added to soybeans. The
bean to corn ratio is important.
1:2.2 favors corn, 1:2.5 is considered neutral and 1:2.7 or
higher would encourage producers to plant more soybeans.
Even though this ratio is
currently at 1:2.2, my intentions are to rely more heavily
on soybeans in my operation. I
believe that the demand for
beans will remain static and we
will not have the huge market
swings that I expect to see in
the corn market. At current
usage levels, and with this
country producing 3,400 million bushels, I think we can still
sustain a bean market in the
mid $11 range through harvest.
It is important to understand that the above figures all
are based on a normal year. If
we have weather markets
again these prices could skew
upward as we start rationing
the new crop production.

The first Q of the year is
some of the most exciting
times for grain marketers. As
we get through January and in
to the first part of February,
the markets will become more
active as the corn and bean
markets struggle to buy acres.
In the crop insurance industry,
February is a very important
month as it is used to average
the DEC corn market and the
NOV bean market to come up
with the minimum prices that
will be guaranteed for your
spring planted crops.
I would like to see the prices
in February average $5.50-5.85
for corn and in the $12.80
range for soybeans. I think
these numbers are good possibilities as long as the dry
weather persists over much of
the Midwest. If in the next 30
days weather patterns change
and soil moisture levels are
replenished, I think these prices could drop a bit. Time will
tell.
These prices are very important to me in my operation
as I use them as a floor in my
marketing plan. I have a hard
time pricing new crops until
this price comes in and planting

is under way. Too many years I
have seen inclement weather
in the spring that alters crop
plantings and optimal yields.
This is the reason that I use
crop insurance as the backbone
of my marketing plan.
What I expect to be the
bright spot for 2013 will be the
cattle market. We currently
have the lowest inventory of
cattle that we have had in the
last 60 years. With the reduction of grain prices, cattle could
become a very profitable commodity as long as the economy
holds up and ample rains come
to produce forage.
Currently good profits can
be had in the feeder cattle
market using the LRP programs
offered through crop insurance, this fall we have had
several times where we could
lock in minimum profits for
producers at $170+ dollars per
head. As good as the Feeder
Cattle market was the Fed
Cattle market was the exact
opposite due to the shortage of
grain and the high prices of
feed. This I expect to change in
third Q of 2013. The one thing
that can derail this idea is the
retail price of meat in the store.

With increased taxes on all
citizens in this country we may
see a shrinking of disposable
income that is used to buy food
and all other items. IF the
housewife sees a big disparity
in price between pork, poultry,
and beef she may start to
change her buying habits to
better fit her food budget. We
saw the first signs of this in
2012 when per capita meat
consumption fell by 3%. I do
not have the figure that tells an
accurate story of how the food
dollar was spent but history
tells us that this does take
place with great accuracy when
disposable income is reduced.
Beef prices could ease
slightly in 2013 but the short
supply and cheaper grain prices
are expected to bring greater
profitability to this sector.
Hogs and poultry will also benefit from the reduction of grain
prices and can react much faster due to the shorter time it
takes to produce a marketable
animal. The vertical integrators
are watching these markets
very closely and will have animals ready to feed as grain
prices lower.

Production Recordkeeping
With the high prices and
larger farming operations it is
very important that farmers
keep good track of their production records.
When a producer is due a
loss of $200,000 or more they
are required by law to account
for all production the farm has
produced over the last 4 years.
This is not new and has not
been a significant problem in
the past but it is becoming
more of an issue.

Many producers have not
had their bins officially measured and depend on fed production records to prove their
yields. This practice is not the
best way to proceed and could
end up costing the producer
loss payments that they would
normally have received.
The best way to proceed in
the future is to keep all scale
tickets and settlement sheets
handy for at least the past 4
years. If you do not sell all of

your production, have your
bins measured by FSA or your
crop insurance company. Keep
a copy of this in a file so it will
be handy when you are faced
with an audit.
In this office we have
offered a service to make a
backup scan of your documents
and settlement sheets and put
these into an electronic file for
no charge for our producers.
Some people have taken advantage of this but many more

Continued on page 5
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Important Notice
New Breaking
Agreements
Are you thinking of breaking ground out this spring
and getting insurance coverage on it? The deadline
for application is now
MARCH 15 for New
Breaking
agreement
applications. Please call
the office for details on
how to get your ground
broken out and ready to
insure.
660-433-6300
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2013 Budgets

Crop - Corn

Hoping for a Normal Year
The budget his year shows only slight changes to those of
the past. The standout item this year would have to be the
cost of anhydrous ammonia. These prices follow the corn
market very closely and are up by nearly 100 per ton over
last year. This market could weaken slightly into spring as
new crop prices are discounted. The key to this movement is
not the demand for fer lizer but rather the level of the Mis‐
sissippi river. Most people would be amazed to know the
amount of fer lizer, grain and other commodi es that are
transported by the river system. The wholesale prices of
fer lizer could be considerably lower, but if barge traﬃc is
interrupted due to low water levels, on farm prices of these
inputs could easily be higher than they are today due to
increased transporta on costs. Recent rains in the past 10
days have given some hope of increased river levels yet
today they s ll remain cri cally low.
The custom rate charts seen on this page reflect the lat‐
est data on what machine costs are at the present me. The
increase cost of machinery its repair and opera on cost are
all calculated in these figures. Now many farmers might say
“it doesn’t cost me $14.00 to plant an acre of soybeans”.
Well this is probably true if a producer was only figuring
variable costs. The fact is, machinery costs have increased
rapidly over the last several years. In fact ar cles in farm
publica ons suggest that the costs for new equipment and
new farming technologies have increased faster than com‐
modity prices have over the last several years. When we
figure the cost of running a machine or new technology we
have to figure all the costs involved with that opera on. It’s
not only the fuel costs, but also the cost of deprecia on,
repairs, labor, and a reasonable return on investment for
the machine or technology. If we do not add in all of the
costs we should be considered recrea onal farmers or pro‐
ducers who do not intend to make a profit. I am a producer
that enjoys farming yet I do it to make a living and not just
for the fun. Therefore I use these costs in my budgets.
No ce the budget charts give returns to land labor and
management and does not use the term profit. Each opera‐
on has a diﬀerent land cost. Some producers have high
land mortgage payments while others are more concerned
with cash rental prices. In all cases be sure to add your land
costs to these produc on costs.
The problem of Waterhemp
If you look at either of these budgets they reflect normal
herbicide treatments. The prac ce of 2 applica ons of
Roundup will not work on my farm any longer.
Chemical resistant waterhemp has become a major prob‐
lem and there are no new chemicals that I know of that
address this issue. Last year we struggled with what to do
with this problem. A pre‐emerge herbicide was applied just
prior to plan ng. When the waterhemp was around 6” tall
we sprayed over the top with Roundup with li le eﬀect on
the targeted weed. I a ributed this failure to the dry weath‐

Expected Yield-125

*costs based on per acre basis*
Pre‐harvest machinery

2011

2012

2013

Tandem disk
Apply NH3
Plant
Cul vate
Spray

$10.30
$11.20
$14.00
$7.00
$6.00

$10.61
$11.53
$14.00
$7.21
$6.00

$12.74
$12.17
$14.28
$14.08
$6.00

Total per harvest machine costs

$48.50

$49.35

$59.27

Seed — 25,000 kernels
Nitrogen 150 lb.
Phosphate 60 lb.
Potash 48 lb.
Lime
Herbicide
Insurance (75% ‐ EU)
Misc.
Interest

$86.25
$69.00
$31.80
$30.00
$7.00
$37.80
$21.00
$9.00
$14.82

$110.00
$73.17
$31.80
$24.96
$7.00
$37.80
$21.00
$9.00
$14.82

$110.00
$76.80
$29.40
$24.00
$7.00
$41.13
$15.99
$9.00
$14.82

Total Seed, chemical, Etc.

$306.67

$329.55

$328.14

Harvest and marke ng ex‐
pense
Combine
Grain cart
Haul to bin
Drying and storage

$29.30
$2.30
$6.25
$28.50

$29.30
$2.30
$6.25
$28.50

$29.70
$2.30
$6.25
$28.50

Total harvest and marke ng

$66.35

$66.35

$66.75

Total produc on costs

$421.70

$445.25

$454.16

Projected sale price $5.50 (‘11)
Projected sale price $5.80 (‘12)
Projected sale price $5.80 (‘13)
Government payments

$687.50

$15.00

$15.00

Total returns

$702.50

$740.00

$725.00

Net returns to land, labor and
mgmt. (LLM)

$280.86

$294.75

$270.84

$ 3.22
$ 4.22
$ 5.19

$ 3.56
$ 4.45
$ 5.57

$ 3.63
$ 4.54
$ 5.67

Seed and Chemical

$725.00
$725.00

Break even cost per bushel
125 bu.
100 bu.
80 bu.

To do a custom budget for your opera on visit our website
www.gibsoninsurancegroup.com and in the links sec on is a budget spreadsheet
that you can customize using your specific costs and marke ng goals.

Con nued on page 4
THE STATEMENTS CONTAINED IN THIS PAMPHLET ARE FOR INFORMATIONAL PURPOSES ONLY AND DO NOT CONSTITUTE AN INTERPRETATION OF THE TERMS AND CONDITIONS OF ANY INSURANCE POLICY. NOTHING CONTAINED HEREIN WAIVES,
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Crop - Soybeans

Expected Yield - 45

*costs based on per acre basis*
Pre‐harvest machinery

2011

2012

2013

Tandem disk
Plant
Spray

$10.30
$14.00
$12.00

$10.61
$14.00
$12.00

$12.64
$14.28
$14.00

Total per harvest machine costs

$36.30

$36.61

$40.92

Seed — 150,000 kernels
Phosphate 50 lb.
Potash 70 lb.
Lime
Herbicide
Insurance (75% ‐ EU)
Misc.
Interest

$44.70
$26.50
$35.00
$7.00
$16.40
$21.00
$9.00
$9.93

$45.50
$26.50
$29.12
$7.00
$16.40
$21.00
$9.00
$9.93

$57.00
$24.50
$35.00
$7.00
$18.20
$10.20
$9.00
$9.33

Total Seed, chemical, Etc.

$169.53

$164.45

$170.23

Combine
Haul to bin

$29.00
$2.25

$29.30
$2.25

$29.70
$2.25

Total harvest and marke ng

$31.25

$31.25

$31.95

Total produc on costs

$237.08

$232.01

$243.10

Projected sale price $13.00 (‘11)
Projected sale price $12.00 (‘12)
Projected sale price $12.80 (‘13)
Government payments

$585.00

$11.00

$11.00

$576.00
$0.00

Total returns

$596.00

$551.00

$576.00

Net returns to land, labor and
mgmt. (LLM)

$358.92

$318.99

$332.9

$ 5.16
$ 6.63
$ 7.73

$ 5.40
$ 6.95
$ 8.10

Seed and Chemical

Harvest and marke ng expense

$540.00

2013 Budgets (con

er condi ons but was concerned because many of the
plants appeared to be sick but then recovered. Six weeks
later a second applica on was made again with limited
results. Finally late in the season Cobra was applied. This
chemical burned the beans no ceably but did have an
impact on the waterhemp. I came to the conclusion that I
can no longer aﬀord to depend on chemicals alone to
control this problem, other management prac ces must
be used to control this or the problem will become worse.
Several University studies suggest that no‐ ll systems
have encouraged this situa on and it might be important
return to llage in fields where water hemp is a problem.
One study showed that if seeds could be buried to a depth
where they could not germinate within 4 years only 1% of
these seeds would s ll be viable. Waterhemp is a tough
plant. When soybeans were dying do to the lack of mois‐
ture the water hemp seemed to be doing just fine. This
plant can produce over a million seeds per plant, grow up
to 12
tall and germinate through the en re growing
season.
Soybeans with wider row spacings have trouble shading
out late emerging waterhemp and seem to have more
weed pressure than drilled beans. Like most producers, I
like rowed beans especially 15” rows. We can get by with
less seed than in drilled beans and they seem to emerge
be er as the closer placement of seeds tends to break
though crust be er.
This year however I will return to drilling beans in 7.5
inch rows in order to get a quicker canopy and shade out
this compe on as quickly as possible. This year I will also
do some llage and incorporate a chemical like Authority,
Sonic, or Outlook prior to plan ng. Scou ng will become a
must on my opera on to iden fy when these weeds are
present. It is my goal to get these sprayed prior to the
waterhemp reaching 3” in height. I think that these prac‐
ces are important in problem fields and can be aﬀordably
done if the weeds are caught in me. The input cost on
the bean budget for my farm will be higher than the one
listed on this page due to these prac ces, but I think that
by addressing this problem it will add to a higher bo om

Break even cost per bushel
45 bu. $ 5.27
35 bu. $ 6.77
30 bu. $ 7.90

SALES CLOSING
DATE TO BUY CROP
INSURANCE OR
CHANGE CURRENT
POLICY IS RAPIDLY
APPROACHING!
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