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Cutting to the Chase for 2018 
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Soybeans 
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Cotton 



U.S. Cotton Production 
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World Cotton Production 
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World Fiber Mill Use 
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LETS TALK FARM BILL CONTEXT 





Short-term Policy Outlook 
•  Tax Bill	

	
•  Trade Issues	
–  NAFTA	
–  Others	
–  Current safety net 

is not designed for 
NAFTA ending 	

•  RFS	
•  Approps bill	
–  Cotton & dairy 

funds	



Title I – Commodities Programs 

ARC and PLC:	
•  Both ARC and PLC pay on decoupled base 

acres	
•  PLC – national price triggered	
•  County-level ARC – national price x 

county yield triggers	
•  Average benchmark revenue = 86% x 5 year 

Olympic average yield (farm or county) x 5 year 
Olympic average MYA price	

•  Generic Base	

	



ARC Farm Program Benefits are 
Projected to Decline 
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CBO MYA Estimates 
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Simulation of ARC Payments over 1996-2016 with 
RMA Data versus Nass Data 



ARC Take Away 
•  2017 corn and soybean ARC payments in 

October 2018 –expect reduction	
•  2018 and beyond - expect ARC payments 

to decline –expect near zero payment	
•  Example Delta Corn & Soybean payments 

if 2016 yields repeated	
Estimated Payment / Base acre	

2016/17	 2017/18	 2018/19	
Corn	 $64.68	 $11.28	 $0.00	
Soybeans	 $9.35	 $1.45	 $0.03	



CROP INSURANCE 



What next for crop insurance? 

•  The subsidy bullseye	
– Capping subsidy at $40,000	
	
– Un-subsidizing upside price protection 

($ 1.1-1.3 Billion)	
	
– Applying AGI limits	



Insurance Plan Premium Shares 
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Crop Insurance Coverage Levels 



 Crop Insurance Subsidy 
Levels 

Coverage 
Level	

Basic & 
Optional 	
Subsidy %	

Enterprise Unit 
Subsidy %	

SCO 
Subsidy	

STAX 
Subsidy %	

50%	 67%	 80%	 65%	
55%	 64%	 80%	 65%	
60%	 64%	 80%	 65%	
65%	 59%	 80%	 65%	
70%	 59%	 80%	 65%	 80%	
75%	 55%	 77%	 65%	 80%	
80%	 48%	 68%	 65%	 80%	
85%	 38%	 53%	 65%	 80%	



Differing Risk Levels 



2017 All Crop Subsidy per Acre 



Acres to Premium Subsidy Cap 



Are Larger Farms Less Risky? 
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Roughly 25% Less Risky	



Five Questions for Your Crop 
Insurance Agents 

1.  What about enterprise units? 	
2.  May I qualify for trend adjusted yields?	
3.  May I qualify for APH yield exclusions?	
4.  What is the premium for different 

coverage levels?	
5.  What about separate coverage levels by 

practice?	
	



Final Thoughts 

•  Consensus outlook is for very flat markets	
•  But events move markets	
– Weather always matters	
– Trade risk merits watching	
–  Interest rate risk	

•  Farm Bill	
– Committees will try for tweaks of current bill	
– Election year = short window	
–  Floor votes?	
–  Interaction with welfare reform or budget concerns	

	



The 4% Rule of Crop Insurance 
Demand 


