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On the Plains: Trains and $2 Corn

Railroads as oil pipeline spell trouble for grain pipelines, distant feedlots.

Story & photos by Consider $3,300 rail-car cost a Dan Basse, president of AgResource Co.
MIRANDA REIMAN, precursor of what’s to come for the corn “All of this passes back to you,” the analyst
Certified Angus Beef LLC and cattle-feeding industries. told cattle feeders and other attendees

“The grain farmer is absolutely going at August’s Feeding Quality Forum in
to get hammered to move his grain,” said Kearney, Neb., and Amarillo, "Texas.

Just a year ago that same rail car
went for $450 or less, but as fracking
and crude oil production in North
Dakota have ramped up dramatically,
so has demand for rail transit. By 2017,
the United States and Canada will be
producing 5 million barrels of crude oil
per day, and it has to move somehow.

“If you're in the cattle-feeding
business and the rail cars are tight in
North Dakota, I'd imagine basis is going
to get very sloppy [in Nebraska] come
October,” Basse says.

“Cash delivery in North Dakota is
trading close to $2.20 a bushel today,”
Basse said. “I'd imagine at harvest, we’ll
have more corn under $2. Would you
ever have thought?”

Barge freight is also rising sharply, so
Midwestern farmers relying on export
markets are also at a disadvantage.

“The transportation issue lower(s]
basis in the north,” he said. At Gulf
shipping ports, “it raises basis, which
reduces our export competitiveness.”

“Being centric to the supply of corn
will help the basis of your operation,”
Basse said, noting that the feeding
industry could shift north, where grain is
close. Elsewhere? “Its a struggle to find
a rail car just to get [corn] delivered on a
timely basis.”

This is the first time in history the world
has produced record-high corn, wheat and
soybeans, allin the same year.



Above: “The grain farmer is absolutely going
to get hammered to move his grain,” said Dan
Basse, president of AgResource Co.

Below: Dan Basse, president of AgResource Co.

Corn price factors

Three main factors will depress the
corn price for the next several years,
Basse said: a mature biofuel market,
lower demand from the livestock sector,
and the lowest U.S. export share on
record for a non-drought year.

“If the U.S. has normal weather
going forward, it will have to buy back
that export share through price,” he said.

"This is the first time in history the
world has produced record-high corn,
wheat and soybeans, all
in the same year. With a
fall corn-crop estimate of
14 billion bushels (bu.),
Basse said the 2014-2015
price will average around
$3.60 per bu., with a long-
term average of $2.70 to
$3.20 through 2020 — not
accounting for basis.

Sdll, Basse expects it to
take five to seven years for
profitability to swing toward
the cattle-feeding sector.

“Cows hold the
opportunity,” he said.

U.S. per-capita meat
consumption is at the
lowest point since 1985, but
world beef consumption
is still rising and beef production is also
stagnant, which will push prices higher.

“You have to manage risk,” Basse said.
Last year the average per-hundredweight
(cwt.) price fluctuation in the fed-cattle
market was $17 per cwt., compared to
$25.40 already in 2014. Producers should
expect $25-$35 swings going forward.

In the near term, Basse predicts fed
cattle will find their peak between $162
and $168 in November or December.

“Last year I talked about cattle trading
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in the low 150s, and people thought I was
crazy,” he said. “I missed it by $10 — the
other way. It’s $160. The good times are
rolling. Your feed costs are coming down.”

With herd inventories the lowest since
1949, ranchers are still in the driver’s seat.

“Has there ever been a better time to
be in the cow-calf business? The market is
screaming for feeder calves,” he said.

The forum was sponsored by Purina,

Feedlot magazine, Zoetis, Roto-Mix and
Certified Angus Beef LLC (CAB). For
more information or event proceedings,

visit www.CABpartners.com. A

Editor’s Note: Miranda Reiman is assistant
director of industry information for Certified
Angus Beef LLC.



