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Week of February 3 – February 7 CY2020

Market Data as of Friday February 7, 4:00 pm EST

Agriculture Price Movement

Sector Product Price Movement WoW Percent Change WoW

Agriculture Sector

EoW Close EoW Percentage Change

Corn 383.50 1.25%

Soybeans 882.00 0.57%

Wheat 558.75 0.59%

Lean Hog 57.10 1.42%

Live Cattle 121.33 -0.29%
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China announced this week that it would be cutting tariffs on $75.00 bn of 

U.S. goods. The reduction of import tariffs comes as a result of the continued 

spread of the coronavirus causing decreased imports and reduced 

consumer spending. In hopes of aiding the slowing economy, Chinese 

officials reduced tariffs on more than 1,700.00 products, including soybeans. 

Soybeans traded up in the past week, increasing to $8.82 per bushel. The 

0.57% WoW gain can be partially attributed to the decreased tariffs. China’s 

government cut tariffs from 15.00%, down to 7.50% and levies from 5.00% 

down to 2.50%, increasing demand for soybeans. Throughout CY2019, the 

African Swine Fever decimated hog populations in China, reducing their 

demand for soybeans (a popular feed for pigs). The tariff cuts are aiding

soybean farmers as the disease put pressure on soybean prices in CY2020. 

China Reducing Tariffs on Soybeans
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Week of February 3 – February 7 CY2020

Net Farm Income Forecast

U.S. Lean Hog futures closed the week at $57.10 per hundredweight. Hog 

prices increased for the second trading session in a row to end the week on 

Friday. The 1.42% WoW increase can be attributed to the ongoing problem of 

African Swine Fever in China. The Chicago Mercantile Exchange’s April Lean 

Hog futures contract finished the week at $66.25 per hundredweight, up 1.38 

cents on the day. Another reason for the increased pork prices is the 

comments of Tyson Foods Inc. about rapidly increasing demand from Chinese 

buyers. During a conference call Thursday, the company indicated that 

1Q2020 orders to China were up 600.00% YoY. The statement is indicative of 

the severity of the swine fever in China’s hog populations. The 600.00% figure 

is significant when compared to the previous year as Tyson also stated that 

last year’s hog purchases from China were relatively small. The swine fever is 

a main driver of the increase in pork futures contracts and should continue to 

be one as pork remains the number one choice for meat consumption among 

Chinese citizens. 

Hog Futures Rise

This past Wednesday, February 5, CY2020 the Agriculture Department 

estimated that there will be a 9.00% drop in net cash farm income. This is 

likely the result of the termination of the Market Facilitation Program that led 

to the fall off of government payments. The forecast for net farm income is 

currently down $10.90 bn from CY2019, set for $109.60 bn. This is shown in 

the release of the farm sector income forecast on Wednesday by the 

Economic Research Service. Along with this, there is an expected 

36.70% drop in direct government farm payments, down to $8.70 bn. The 

Market Facilitation Program was created by the Trump administration in 

CY2018 in hopes of offsetting the affect of retaliatory tariffs, then repeated the 

program in CY2019. The final round of the program for CY2019 was included 

in the earnings estimate for CY2020 and is going to farmers this week. Sonny 

Perdue, USDA Secretary has stated that farmers should not expect a CY2020 

program. The decrease in net farm income also depicts a steep decline in 

crop sales on the basis of how income measure is developed. In terms of the 

farming economy, a more general measure depicts the net farm income 

anticipated have a moderate rise of $3.10 bn to $96.70 bn in CY2020. The 

better measure of farmers’ cash flow is now looked at as net cash farm 

income as a result of this. The United States Department of Agriculture has 

stated net farm income and net cash farm income differ because of how sales 

from inventories of farmers are treated. The expected CY2020 net farm 

income is $5.40 bn above $91.70 bn, the 2000-2018 average. Commodities 

are generally estimated to decline in net cash income, pork and dairy being 

exceptions; the largest region declines having forecasts of 16.00% and 

17.00%. An increase in growth in receipts for hogs, cattle/calves, milk, and 

poultry is set to have an $8.20 bn increase in total animal production. A reason 

for the increase in hog production is due to the 600.00% YoY increase in pork 

purchases to China. Crop receipts on the other hand are expected to remain 

relatively unchanged, with an increase of only $1.90 bn from CY2019. Total 

crop cash receipts are expected to lower $1.70 bn after inflation adjustment.


