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Small Grains

March 31, 2024

. 12-Month Profitability Outlook
Executive summary

AgWest Farm Credit’s 12-month outlook for small grains and pulse crops suggests
slightly profitable returns. Global price drops and favorable U.S. weather have further
depressed wheat prices. Producers will have to diligently manage elevated operational
costs with lower wheat prices.

Loss &g Profit

2024 Northwest planting decisions

Northwest growers are planning to plant more wheat acres than last year, driven by increased winter wheat acres in
Montana and Washington. Durum wheat production in Montana is also expected to see modest growth. Despite lower
prices, Northwest spring wheat acres remain largely unchanged. The barley market is currently saturated, discouraging
producers from additional planned acres. The USDA anticipates a reduction in national pulse crop acres, including fewer
garbanzo beans, dry beans, dry peas, lentils and canola plantings in 2024.

Rotation plans remain largely unchanged for Northwest producers. There could be a possible shift from canola to
garbanzo beans driven by price trends. Yet, chemical residues in wheat rotations limit some growers from planting canola
or garbanzo beans in the Palouse region. Snowpack improvements in western Montana and northern Idaho have reduced

moisture deficits and will help increase groundwater reserves for irrigation during the later part of the growing season.

Prospective planting: acres and year-over-year change

Idaho 750 - 410 - 510 -10.5%

Montana 1,950 5.4% 2,700 - 950 -20.2%
Oregon 730 -1.6% - - 35 -14.6%
Washington 1,850 2.7% 475 -5.0% 95 -
Northwest Total 5,280 2.7% 3,585 -0.7% 1,590 -16.1%
U.S. Total 34,135 -7.0% 11,335 -1.2% 2,566 -17.3

Source: USDA NASS, Prospective Plantings. March 28, 2024.


https://usda.library.cornell.edu/concern/publications/h989r321c
https://usda.library.cornell.edu/concern/publications/x633f100h

Grain in storage decisions

Producers are currently holding onto a larger quantity of grain in storage, anticipating a rise in market prices. However,
this increase seems improbable. Forecasts of larger wheat supplies in 2024 due to increases in production in Australia,
Russia and Argentina do not support higher wheat prices. Many producers will need to sell their stored grain before
September to make room for the new crop. Although storage costs have not risen sharply, they accumulate over time.
Excess stock poses challenges for both producers and grain cooperatives. Producers should critically assess their market
strategies and storage decisions.

Wheat exports at historic lows

Drought and global competition have caused U.S. wheat exports to decline dramatically, reaching the lowest levels in 50
years. Among U.S. wheat exports, Hard Red Winter (HRW) wheat usually dominates. Unfortunately, drought conditions in
the Midwest have slashed HRW wheat production. A widening price gap between HRW wheat in the U.S. and its global
counterparts has further hindered export demand. Subsequent HRW export quantities are projected to decrease by 40%
year over year. Exports of all other wheat classes are expected to decrease with durum being the exception. Durum
experienced a production increase after the drought provided relief in Montana and North Dakota.

In March, Russian wheat traded for nearly $2 less per bushel than U.S. wheat. As of March 6, U.S. wheat export prices
averaged $7.40 per bushel, while the European Union’s average stands at $5.69 per bushel. Lower global prices create a
challenge for U.S. wheat exports, exerting downward pressure on domestic prices. The USDA foresees subdued U.S.
wheat exports in 2024. A larger global crop will only add to downward price pressure.

U.S. wheat exports by class, 2018/19 -2023/24*
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Source: USDA, World Agricultural Outlook Board.
*Forecasted

The 2024-2025 wheat crop faces two contrasting factors: lower global stocks but a large crop. Currently, global ending
stocks are at a 15-year low, which could potentially support higher global prices. However, the USDA predicts increased
global wheat production in 2024. Forecasts indicate larger wheat supplies due to production increases in Australia,
Russia and Argentina. Unfortunately, this situation does not bode well for higher prices or U.S. wheat producers.

Profitability

Small grain producers are in a tight financial position and profitability will hinge on diligently managing production costs.
Prices for Portland freight on board wheat have softened nearly 25% year over year while elevated operational costs
remain sticky. Futures prices for new crop wheat contracts have softened substantially. There is still a significant amount
of wheat in storage left to sell. Wheat prices may decline further in 2024 to compete globally, impacting producer margins
that are already tight as lower commaodity prices and sticky input expenses weigh on profitability.

Despite the many headwinds, producers are navigating the recent challenges better than expected. Some fallow rotation
producers have seen slight erosion of their working capital and are looking at break-even returns or slight losses.
However, producers in continuous cropping regions remain profitable, mainly due to pulse crops. Canola profits are
marginal. Current canola prices are above $0.22 per b, indicating potential profitability for the upcoming season. While
the current outlook is a mixed bag, concerns are rising for the 2025 growing season. Producers are anxious about their



debt and uncertainties in crop insurance valuations. Working with crop insurance agents and creating a grain marketing
strategy may alleviate some of the challenges ahead for small grain producers.

Share your feedback! Click Here to complete a two-minute survey about this Snapshot.

Additional information

AgWest Business Management Center
www.agwestfc.com/Industry-Insights

CME Group
www.cmegroup.com

Columbia Grain
www.columbiagrain.com

GrainNet News
www.grainnet.com

Merchants Exchange of Portland, Oregon
www.pdxmex.com

Minneapolis Grain Exchange
www.mgex.com

Port of Portland
www.portofportland.com

U.S. Wheat Associates
www.uswheat.org

USDA - U.S. Department of Agriculture
www.usda.gov

USDA National Agricultural Statistics Service
www.nass.usda.gov/Publications

USDA Weekly Weather and Crop Bulletin
www.usda.gov/sites/default/files/documents/wwcb.pdf

USDA World Agricultural Supply and Demand Estimates
www.usda.gov/oce/commodity/wasde/index.htm

World-Grain
www.world-grain.com

World Malting Barley Report
www.e-malt.com

Learn more

For more information or to share your thoughts and opinions, contact the Business Management Center at 866.552.9193
or bmc@agwestfc.com.

To receive email notifications about western and global agricultural and economic perspectives, trends, programs,
events, webinars and articles, visit www.agwestfc.com/subscribe or contact the Business Management Center.
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