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A rebound in NFI for 2023 but a 
downturn in 2024?
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It’s a difficult time to make predictions
Quickly changing conditions
◦ Grain prices
◦ Expenses
◦ Crop conditions (i.e., weather effects)

Russia/Ukraine conflict
◦ Russia is a major exporter of fertilizer
◦ Exports of oil and gas

When did farmers actually market their grain and buy their inputs
◦ Buying fertilizer late this year worked out well

Great variability among regions
◦ Especially for a state like Kansas
◦ Wheat yields this last year are a good example

My 2022 prediction was pretty close
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Weather is a big factor this year
That seems to be the story every year in Kansas

Probably below average yields (see my yield prediction talk)
◦ Not as bad as 2022

Wheat yields came out better than expected but as a result of fewer harvested acres

Is the drought situation coming to an end?
◦ El Niño this year could result in more moisture, especially in western Kansas during the winter 

months
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Predictions for revenue
Higher beef revenue

Government payments will be 
highly dependent on the base 
acres within a farm and the 
region of the state
◦ There are some very high 

payouts for corn base in 
western KS

Crop insurance is dependent 
on producers buying full 
coverage

Grain revenue for 2024 is 
based on futures prices
◦ Normal yields assumed for 

2024 as well
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Predictions for expenses

Lower fertilizer and fuel 
prices should help with farm 
expenses
◦ These price declines may not 

show up until 2024 however
◦ This past year, it was more 

profitable to wait and buy 
fertilizer
◦ Buying fertilizer can be one of the 

most tricky decisions for a farmer to 
make

◦ Need to ensure a supply vs an 
estimate of price trends
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Change in expenses since last year
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USDA Price Indexes Relative to  2022−09−01 Inflation (the CPI index) is probably at a 4 to 
5% rate now
◦ Cooling off some
◦ Is the official number low?

Big declines in fertilizers and fuels and 
herbicides

Most of the other categories follow a similar 
pattern to the CPI index
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Change in expenses since last year (#2)
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Change in expenses from 2 years ago
Fertilizer prices peaked in mid 2022 and have 
been declining since
◦ Fertilizer is still 20% higher than 2 years ago

Herbicides prices are up 60% over 2 years
◦ Most of that increase happened in 2022

Fuel costs are about where they were 2 years 
ago.

Machinery has not increased as much as 
inflation over the last 2 years
◦ It’s all relative though
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Change in expenses since 2 years ago (#2)
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Change in expenses from 10 years ago
It’s all relative to the starting base year

Inflation (CPI index) was fairly low until the 
last 2 year
◦ Overall prices are now 30% higher than 10 

years ago

Fertilizers and fuels are closely related 
(discussed later)
◦ Prices can be very volatile
◦ Will we ever have relatively cheap fertilizer like 

we did from 2017 to 2021 again?

The bad news for farmers is that most inputs 
seem to increase faster than the inflation rate
◦ Exceptions include fuel and seeds 
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What is the allocation of farm expenses?

Machinery is still the biggest expense category but getting smaller
Fertilizer expenses have increased greatly
Interest expense is relative small now but has been much higher in the 
past – One of the issues from the 1980’s farm crisis
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A closer look at machinery expenses

Depreciation is the biggest factor of machinery costs (which is the 
biggest factor of total farm expenses)
The relative wt of depreciation has gone down which could reflect 
bigger equipment, higher operating costs, and no‐till/minimum till 
production
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Diesel stocks
Improving diesel stocks 
have lowered the price 
spread between gas and 
diesel

Tight refinery capacity 
remains a problem 

What will  happen with 
the push to electric 
vehicles?
◦ CA will ban the sale of all 

diesel trucks by 2036
◦ All trucks in CA must be 

zero emission by 2042
◦ More diesel for ag?
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Gas and Diesel and Oil
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Fertilizer prices
Prediction model

AA = -318 + 

2.7 * Oil (lag 6 mo) +

47.7 * Corn +

184.3 * Inflation (lead 2 mo)

What is the bottom for N prices?
◦ Declines in corn, oil, and inflation have been 

leading AA prices lower. 
◦ Likely greater upside risk rather than 

downside risk
◦ In other words, I think the bottom on fertilizer prices is in 

sight
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Factors in AA price model
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All fertilizers are highly correlated

It should be no surprise that the nitrogen fertilizers are 
highly correlated

What is surprising is that Potash is strongly correlated 
with the other fertilizers

The Russia/Ukraine war remains a major concern
◦ Russia is one of the largest exporters of oil plus all the 

major fertilizers
◦ N supply should not be a concern in the US since it is made 

from natural gas
◦ US is self sufficient for Phosphate rock (P)
◦ US is NOT self sufficient for Potash (K)

◦ Import from Canada but Russia is a major supplier
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How are 
farms 
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CDF of NFI by Farm−Years

Historically the median farm income 
has been about $50K

Grain farms are doing slightly better 
than beef farm
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Similar to the 1980’s
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