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One big reason for optimism is the demand for protein around the world.      see page 9 >>

Landing

Most ag industry watchers think 
a belt-tightening is due, but the 
overall long-term outlook for the 
farm economy remains bright.

B Y  D E S  K E L L E R

CAUTION AHEAD” SIGNS HAVE BEEN POSTED 
for the farm economy, according to economists, 
bankers and agribusiness professionals. �e boom of 
the past eight years isn’t unraveling but it is slowing�
the result of increased production worldwide, a leveling 
or rollback o� ethanol requirements in the U.S., and 
slightly less demand from countries like China.

Certainly, the trend the past several years has been 
very positive for agriculture. �e average price of corn 
in the U.S. in 2005 was $1.96 per bushel. In 2008 it 
was $4.78, and in 2012, when drought gripped much of 
the U.S. and lessened yields, it was $6.67. What other 
industry can boast a product that sold for nearly 3½ 
times as much as it did seven years earlier? 

As the old farming maxim posits: “�e cure for high 
prices is high prices.” Take, for instance, corn. 

“Corn couldn’t keep going up and up,” says 
Michael Swanson, chief agricultural economist 
for Wells Fargo Bank. “Stories that people tell of 
higher�or lower�prices without limits don’t build 
in the basic feedback loops that constrain higher 
prices or runaway lower prices.

“If cash prices in the Midwest for corn are $4 to $5 
per bushel, there are lots of places in the Ukraine and 
South America, [where] they look at what it would cost 
to import those crops, and say, ‘Heck, we can do that.’”

As Swanson notes, producers worldwide, including 
many in the U.S., have responded with increased 
production, and prices have lessened as a result. In the 
past eight years, the world has added 147 million acres 
of farmland. To put that in context, that’s equivalent to 
�ve times the amount of land farmed in all of Iowa. >>
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