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The Corn Market Setting for 2006-07
• Second-highest U.S. yield/A. on record
• Corn crop a billion bushels below expected 

demand
• Corn processing for ethanol to be up 34% 

from 2005-06
• Plants under construction have 1.7 bil. Bu.

capacity – all should be on line in 15-18 
months

• Corn processing increases next 2 years 
likely 32-40 percent per year

• Iowa top ethanol producing state
• World grain stocks low



Sources: USDA FAS & WAOB

U.S.



2.8%

Will the corn crop get smaller?



2.6%

Will the bean crop get bigger?



Implications of Emerging Energy Market
• A lot more corn acres will be needed
• Corn prices: increasingly volatile & 

weather-sensitive
• Basis opportunities will be greater
• More storage space needed 
• Winter & spring 2006-07: look for periods 

of higher corn, SB prices, strong basis
• Cautions about selling 2008 and later crops
• Corn, biodiesel to pull bean prices up
• Options may be useful in managing risks



Monthly Unleaded Gasoline
Futures Prices

Gulf Hurricanes





State Average Ethanol Rack Prices

www.ethanol.
org

Source of Data
www.axxispetro.com

Date: Friday, 
October 27, 2006

Iowa: $2.06 

Illinois: 2.09 

Kansas: 2.19 

Michigan: 2.20 

Minnesota: 2.03 

Missouri: 2.17 

North Dakota: 1.96 

Nebraska: 2.13 

South Dakota: 2.03 

Wisconsin: 2.07

Late June $3.89



Ethanol Economics
• Ethanol prod’n cost $1.30/gal. (Minnesota- @$2corn)

• Cost increases about $0.36/gal. for each $1 
increase in corn

• 11/27/06 ethanol price: $2.06/gal.
• Recent margin: $0.40/gal. (incl.$.51)
• Drops to zero @ corn price of about $4.11 corn in 

IA ($4.67 with USDA costs)
• $0.10 increase in ethanol price raises 

break-even Corn price $0.28/bu.
• $1.00 rise in corn price increases cost/gal. $0.36
• Other variables: DDGS price, Natural Gas 



Iowa Corn Processing Plants
Annual Capacity

Operating Plants                           970 mil. bu.
Expanding Plants                          282
New, Under Construction             198
Planned                                       1,114
Potential total rated capacity  2,564 mil. bu.
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Figure 1. Iowa corn processing & ethanol plants, current & planned
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Transportation Implications-- IA
• About 25% of volume of corn lost during 

processing
• Corn shipments to ethanol plants mostly by truck
• IA corn export volume may decline slightly
• IA Soybean exports likely down sharply, possibly 

to near zero or may have in-shipments
• IA SBM exports likely to increase slightly
• IA DDGS exports: about 14.8 mil. tons to move out 

of state @ current feeding recommendations
• IA ethanol volume: about 5.5 bil. gallons or 20.6 

mil. tons – mostly exported by rail (2,100 trains/yr.)



Existing & Planned U.S. Corn Processing Plants

Blue = Operating
Red = construction
Green = planned
Pink = Expansion of Existing plants

Figure 2.

8/30/06





Mil. Bu
9/09/06

10/26/06 = 1.75 bil. bu.



Corn Acres Needed, 2007

• Production deficit: 2006 = 1,000 mil. Bu.
• New ethanol demand (50% of current 

construction): 675-800 mil. Bu.
• Total short-fall: 1,675 to 1,800 mil. Bu.
• Potential carryover decrease, ’07-08: 200

• Needed extra acres: 6.5-7.5 Mil. A. @ 160 
Bu./A. on all acres (+9% to +11%)

• Still Leaves Very Tight Supply



Plant Capacity
0 – 49 Mmgy

50 – 99 Mmgy

100 – 150 Mmgy

Operating
Under Construction
Planned

MINNESOTA



Plant Capacity
0 – 49 Mmgy

50 – 99 Mmgy

100 – 150 Mmgy

Operating
Under Construction
Planned

NEBRASKA

News article, 10/22/06 shows 12 operating plants, 
10 plants under construction, and 30 being 
planned in Nebraska 



Plant Capacity
0 – 49 Mmgy

50 – 99 Mmgy

100 – 150 Mmgy

Operating
Under Construction
Planned

ILLINOIS
Over 30 planned
Plants reported by
Other sources



47 proposed
2 under constr.
Source: Illinois 
Corn Growers 
Asssoc.



Needed Yld. @ current Acres



5.5 Bil. Bu for ethanol



6.5 Bil. Bu. For Ethanol



5.5 Bil. bu. Corn for ethanol



Potential U.S. DGS demand by 20Potential U.S. DGS demand by 2012

COF @   20% of ration  7.1 mil. T. 
Dairy @ 20% of ration  6.13 mil. T.   
Hogs @15% of ration   6.72 mil. T.

Total                            19.95 mil.T.
Potential productionPotential production    46.8 Mil. T.

5.5 Bil. Bu for ethanol

With 6.5 bil. Bu.: 51.8 Mil. T



















Illinois Corn Yields 
Drought Tolerant?

2004 2005
• NW             184                 140
• NE              174                 129   
• WEST         192                 141
• E.SE.          175                 139 
• SW             158                 133
• SE              158                 130

% chg.

-24

-26

-27

-21

-16

-18



U.S. Annual Average Corn Price, 1908-2005
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1908-1942

35 years 

Avg $0.78

1942-1972

30 years 

Avg $1.26

1973-2005

33 years 

Avg $2.37



Source of data: USDA, NASS



5.5 Bil. Bu. For Ethanol





Mil. Acre shifts to corn:
Hay: 1.0 mil
CRP: 3.0

Coton: 0.6
S. Red wheat: 4.3
Other wheat: 0.4; oats 1.0

5.5 bil. Gallons of Ethanol





MINIMUM SOYOIL PRICE FOR BIODIESEL BREAKEVEN
at GIVEN WORLD CRUDE OIL PRICE

PRX_C_US_BA, GTB-06-03, Mar-14-06

Crude Oil Price, $/bbl

$30.00 $35.00 $40.00 $45.00 $50.00 $55.00 $60.00 $65.00 $70.00

Profitability of Biodiesel at given crude oil and soyoil prices, %$/lb

Soybean $0.19 ($0.10) $0.02 $0.14 $0.25 $0.37 $0.49 $0.61 $0.73 $0.85

Oil Price $0.20 ($0.18) ($0.06) $0.06 $0.18 $0.30 $0.42 $0.54 $0.66 $0.78

$/lb $0.21 ($0.25) ($0.13) ($0.01) $0.11 $0.23 $0.35 $0.47 $0.58 $0.70

$0.22 ($0.32) ($0.20) ($0.08) $0.04 $0.15 $0.27 $0.39 $0.51 $0.63
$0.23 ($0.39) ($0.28) ($0.16) ($0.04) $0.08 $0.20 $0.32 $0.44 $0.56

$0.24 ($0.47) ($0.35) ($0.23) ($0.11) $0.01 $0.13 $0.25 $0.37 $0.48

$0.25 ($0.54) ($0.42) ($0.30) ($0.18) ($0.06) $0.05 $0.17 $0.29 $0.41

$0.26 ($0.61) ($0.49) ($0.38) ($0.26) ($0.14) ($0.02) $0.10 $0.22 $0.34

$0.27 ($0.69) ($0.57) ($0.45) ($0.33) ($0.21) ($0.09) $0.03 $0.15 $0.27

$0.28 ($0.76) ($0.64) ($0.52) ($0.40) ($0.28) ($0.16) ($0.05) $0.07 $0.19

$0.29 ($0.83) ($0.71) ($0.59) ($0.48) ($0.36) ($0.24) ($0.12) $0.00 $0.12

$0.30 ($0.91) ($0.79) ($0.67) ($0.55) ($0.43) ($0.31) ($0.19) ($0.07) $0.05

$0.31 ($0.98) ($0.86) ($0.74) ($0.62) ($0.50) ($0.38) ($0.26) ($0.15) ($0.03)
For Blue Sky Scenario, PRX adopts a crude oil price of $50/bbl and thus a minimum 24 cent/lb soyoil price, to evaluate impact of subsidized biodiesel marke

Source: Dr. Terry Francel, American Farm Bureau Federation





Key Issues for Agriculture
• Alternative feedstocks: which ones, how 

soon? Biomass, sweet sorghum, sugar beets, 
high-oil crops, cane sugar, others

• Differential impacts on livestock & poultry 
species

• Environmental: continuous corn, off-take of 
biomass, erosion-prone land

• Efficient use of distillers grain, including 
new uses

• Risk Management: livestock, crops, ethanol



Key Issues for Agriculture, II
• Future transition of corn-ethanol plants to 

other feedstocks
• Policy issues: import tax, blending credit, LDPs, 

CCPs, E-85 vs. E-10, pipeline possibilities, vehicle 
redesigning, Hydrogen sources

• Global developments: EC biodiesel, Brazil 
export potential, Asia, S. Africa bioenergy & global 
grain supply, demand & prices

• Infrastructure needs: grain handling & 
storage, transportation, ethanol & ddgs transport

• High Prices encourage oil exploration & 
conservation



What Could Change These Prospects?

• Accelerated corn yield increases
• Slowdown in ethanol expansion -- oil 

price collapse
• Break-through in economical biomass 

conversion
• Ethanol import tax removed – longer term 

impacts
• Declining livestock feeding



http://www.econ.iastate.edu/faculty/wisner/



...and justice for all
The U.S. Department of Agriculture (USDA) prohibits 
discrimination in all its programs and activities on the basis of 
race, color, national origin, gender, religion, age, disability,
political beliefs, sexual orientation, and marital or family 
status.  (Not all prohibited bases apply to all programs.)  Many
materials can be made available in alternative formats for ADA 
clients.  To file a complaint of discrimination, write USDA, 
Office of Civil Rights, Room 326-W, Whitten Building, 14th 
and Independence Avenue, SW, Washington, DC 20250-9410 
or call 202-720-5964.

Issued in furtherance of Cooperative Extension work, Acts of 
May 8 and June 30, 1914, in cooperation with the U.S. 
Department of Agriculture.   Jack M. Payne, director, 
Cooperative Extension Service, Iowa State University of 
Science and Technology, Ames, Iowa.


