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Summer 2023

WEEKLY FARM ECONOMICS: Crop Insurance, Marketing
and Income Prospects on Midwest Grain Farms

Much-needed rains recently came through the Midwest, increasing yield prospects and
decreasing the chance of a significant drought like that in 2012. Income prospects, however, did
notimprove, as corn prices fell by over $1.00 per bushel in a week. Overall, new crop pricing of corn
at this point will not reduce revenue risk as corn prices are near trigger levels for high coverage RP
policies. Downside revenue risks for soybeans are more significant. Pre-harvest sales of soybeans
can reduce downside price risks.

Marketing and Crop Insurance

Most corn and soybean acres in the Midwest are insured using Revenue Protection (RP), revenue
insurance that allows its guarantee to increase if the harvest price exceeds the projected price. The
RP guarantee for crop insurance is the (see Figure1) Higher of the projected price or harvest price x
Approved yield (usually the Trend-Adjusted Actual Production History (APH) yield) x coverage
level. RP will trigger payments when harvest revenue — harvest price times actual yield — is below
the RP guarantee.

Figure 1. Revenue Protection (RP) Guarantee for Crop Insurance Calculation If
Projected Price Is Higher

Approved yield
usually the Trend-Adjusted
Actual Production History
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For 2023, the projected price for corn is $5.91 per bushel. Given an approved yield of
220 bushels per acre and an 85% coverage level, minimum guarantee is $1,105 per acre

CornRP $5.91 per bushel X 220 bushel/acre X 0.85
Guarantee $ 1,105

For 2023, the projected price for soybeans is $13.76 per bushel. Given an approved yield
of 63 bushels per acre and 85% coverage level, minimum guaranteeis $737 per acre

SoybeanRP = $13.76 perbushel X 63 bushel/acre X 0.85
Guarantee = 737
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For 2023, the projected price for corn is $5.91 per bushel, set based on December 2023 CME futures prices in February. Given an approved yield of
220 bushels per acre and an 85% coverage level, the minimum guarantee is $1,105 per acre (5.91 x 220 x .85). On July 5, 2023, the December 2023
CME futures contract settled at $4.94 per bushel, down by 16% from the $5.91 projected price. A harvest price of $4.94 would trigger crop insurance
payments for an 85% RP policy, given that the actual yield is near or below the approved yield. To illustrate, take the above example with a $1,105 RP
guarantee. Actual revenue would be $1,087 per acre at a $4.94 harvest price and a 220 actual yield, the same as the TA-APH yield. RP would pay $18
per acre ($1,105 - $1,087). At an 85% coverage level, RP will trigger payments at $5.03 per acre when the actual yield is at or below the approved
yield. Trigger prices decrease to $4.73 for the 80% coverage level, $4.43 for the 75%, and $4.14 for the 70% coverage level (see Figure 2). Any further
price declines will result in higher crop insurance payments for those farmers who have purchased at an 85% coverage level. Even at an 80%
coverage level, new crop sales have little risk management benefit, as the December contract is only $.21 above the $4.73 trigger level. The soybean
situation differs from corn. The settlement price for soybeans on July 5 was $13.55 per bushel, only $.21 below the 2023 projected price of $13.76. The
trigger price for soybeans at an 85% RP coverage level is $11.70, considerably lower than current future prices. There is more downside to protect on
soybeans than corn. From a risk management standpoint, focusing on soybean sales can protect downside revenue risk more than corn sales.

Figure 2. Projected and Trigger Prices for Revenue Products in the Midwest, 2023
Coverage Level and Trigger Price*
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Recent Weather and Drought

The trigger prices in Table 1 are calculated assuming that the actual yield equals the approved yield. Given recent dry conditions, lower than approved
yields are possible, causing crop insurance to pay at higher prices than trigger prices shown in Figure 2. Much of the Corn Belt has received
significant rain in the past several weeks. Many areas have received over 1.5 inches of rain, with some receiving over 3 inches. This rain raised
expected yields if that rain was not accompanied by wind, hail, or other adverse weather. Even with these rains, many areas likely still will be classified
as in drought. The June 29 drought monitor map shows that 100% of lllinois and 98% of lowa as dry or drought conditions. Much of these two states
continue to have low soil moisture levels even after the rains, leading to a more-heightened need for continuing rains during July. The June 29
Drought Monitor does not point to above-average state yields. Without knowing weather conditions, trends suggest a 2023 state yield of 203 bushels
per acre for lllinois. Reaching this 203-bushel level requires widespread rains across lllinois. Rains during July can be spotty, leaving some areas low
on moisture resulting in lower yields. Similar concerns exist for lowa, Indiana, and other Midwest states. Recent rains likely eliminated the chance of
widespread drought, like in 1988 and 2012, but state yields below the trend are still possible. July weather will significantly impact corn yields.
Soybeans do not have a critical pollination period like corn. As a result, soybean yields are not as impacted by July weather, and soybean yields have
amuch higher chance of being at or above trend when compared to corn.

Price Trends

The December 2023 corn contracts have been highly volatile for several months. From a $5.92 average in February, corn prices fell to $5.00 by mid-
May. Much of this decline was associated with good production in Brazil and excellent planting progress in the U.S. Overall, trend yields or above
were expected to result in lower corn prices. Prices then began increasing, reaching $5.49 by June 13. Then, corn prices increased dramatically over
the next week, reaching $6.20 per bushel by June 21. On June 21, price patterns in 2023 looked much like those in 2012 (see Figure 3), the last major
drought year across the Midwest. The 2023 increase can be attributed to extremely dry weather, leading to drought concerns and the potential for
much lower yields. Rains fell over some of lowa during the third week of June and over lllinois during the last week of June. Prices then fell
dramatically, reaching $5.28 on Thursday, June 29. Prices fell another $.32 on Friday June 30, likely due to USDA's release of the Acreage Report
indicating more acres of corn than expected (farmdoc daily, July 4, 2023). Settlement prices were $4.95 on June 30, and $4.94 on July 3 and July 5.
Those levels are about the same as in mid-May. July 5 prices likely reflect that concerns of a large-scale drought have been reduced, and expected
corn yields may be near trend yield. However, given this year's growing conditions, trend yields are not a foregone conclusion, and weather over the
next several weeks will have yield impacts. The first estimate on crop yields from the U.S. Department of Agriculture will be in August. Those
estimates could have large price impacts, as will have crop prospects in other northern hemisphere countries.



Figure 3. Corn Settlement Prices on December Chicago Mercantile Exchange
Contracts in 2023 and 2012
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Income Prospects

Overall, recentrainy weather lowered farm income prospects in the Midwest because of the associated decrease in corn prices. Incomes were high in
the 2012 drought due to higher prices and crop insurance payments (see Figure 1 in farmdoc daily, November 15, 2022). Prospects of drought-
induced price increases are no longer evident. Average incomes across lllinois grain farms enrolled in FBFM are projected at $81,000 per farm, near
levels from 2014 to 2019, a relatively low-income time. While 2023 prices are higher than from 2014 to 2019, costs also are much higher, leading to
lower income projections (farmdoc daily, May 23, 2023). The 2023 income prospects are significantly below record incomes in 2021 and 2022
(farmdoc daily, November 15, 2022). Much obviously depends on the weather. As the saying goes, July will be an interesting month.
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EVOLVING WITH OUR ROOTS FIRMLY PLANTED

First Bank of Manhattan has made it a long way since we opened over 115 years ago in 1907. In days past, a majority. of banks were local community
banks and knew every one of their customers by name with a genuine interest in their personal success. People could willingly stop in and visit their
personal banker who understood their financial story, which allowed for instant access to resources for general banking and financing questions and
quick loan decisions. Customer success has a direct correlation to the well-being of the local economy and community. Those were the days, a time of
simplicity!

Today, bank mergers and consolidations run rampant. The larger financial institutions continue to expand and the communities they are in have
become less of a focus. Personal banking has become automated and speaking with anyone other than an Al robot or a recorded prompt is unheard
of. In most cases, the bank headquarters might not even be in the same region or state so “local” decisions might take longer than the time that you
have.

In contrast, First Bank of Manhattan strives to put a modern twist on your local community bank, but not much has changed in the grand scheme of it
all. We are still your local community bank that believes in the same values that were important to people over a century ago! We take pride in
personally getting to know our customers, so that we can better serve their needs. If you call the bank, we ask for your name, not your ID number.
Donating to and working at local community events with surrounding organizations has always remained a priority for us because we believe in the
importance of serving those who have served us for so long.

To all our customers, farmers, and local business owners, we want to thank each one of you for all the greatly appreciated support and memories over
the years, and we look forward to another 115 fantastic years serving the greater Manhattan area.

If you are not a current customer of the bank, we greatly encourage you to visit one of our local branches so we can show you the difference a
community bank can make. Itis our hope that you are pleasantly surprised.

ASK US HOW 70 GET STARTED

Jean Phelps | NMLS# 887262 Tyler McGrory | NMLS# 2039082
Agricultural Loan Officer Loan Officer

First Bank of Manhattan First Bank of Manhattan
815.314.1984 815.478.6049
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PROMOTION ANNOUNCEMENT | |F e et Ry
July 20-23, 2023 at Spiess Farms: 14151 W. Arsenal
Rd, Manhattan, IL 60442

Jea.n i P has .recentl.y Easals cmoted to Golf for Ag Education - Sponsored by Will Co.
Agricultural Loan Officer at First Bank of Manhattan. Farm Bureau Young Farmers

She has been with the Bank for eight years, and in the Friday, July 28, 2023, at SPG Green Garden
Banking industry for seventeen years. Her experience Country Club: 9511 W Manhattan-Monee Rd,
includes Agricultural Banking Administrator, Teller, Frankfort, IL 60423

Loan Officer, and Loan Administrator. As the
Agricultural Loan Officer, she performs all aspects of Symerton Homecoming - Sponsored by Symerton

the Agricultural Banking needs of our customers. Tap )
August 18-20, 2023 at Symerton Tap & Grill: 18332

W Commercial St, Symerton, IL 60481
i Jean was born and raised in Will County and is the
B daughter of a local Manhattan Farming Family. She

'. attended Providence Catholic High School,

Will County Fair
August 23-27, 2023 at the Will County Fair Grounds:

graduating in 1999. After High School, she attended 7103. West St, Peotone, IL 60468 S—.
S Minnesota State University, Moorhead, where she w |'
i studied Business Administration and played
I Collegiate Volleyball. She currently resides in Rural First Bank of Manhattan - Fall Ag Event: Finishing
" Manhattan with her Husband of 20 years, and their Up & Starting Anew
Sfour children. When she is not busy with her family, Wednesday, September 6, 2023 at the Thomas E.
raising chickens, turkey, and beekeeping, she also Hartung American Legion Post 1977: 14414 Ford

Dr, New Lenox, IL 60451

helps on the Family Farm when needed.

Our event will feature a raffle drawing, catered
dinner, and multiple speakers including Steve

J E a N P H E LPS Georgy, President of Allendale Inc.

Agricultural Loan Officer | NMLS #887262 | jphelps@nbmanhattan.com | 815.314.1984
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