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How is the peanut program working?

e Better. Price discovery is still a hindran
NASS appears to be capturing more
price data, and EPAS informally
contacts for shelled prices.

e Although the program h
minimize peanut forf
peanut stocks co
price fluctuati



Excess peanut supply in a market-
oriented program

* Peanut quota program was a supply management p
The marketing loan program is expected to use pri
to signal increased production and to move e

 Old program relied on
— Peanut exports
— Peanut crush

to relieve supply
e |sthere an alt



Peanut export trend since 1998
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Peanut Exports

e Trend since 2002 shows increasing world pri
peanut exports remain relatively stable.

 World market prices (after adjustme
stock basis) have been above loa
years, so the marketing loan d
limiting factor.

 We asked shellers wh
factor in peanut ex
emphatically st



What did shellers say?

“The export market is a secondary market for US peanuts.”

“US shellers would rather sell to US manufacturers, with Canada as a second
choice.”

Why?
 The US market is a vibrant, growing market.

* Domestic manufacturers paying to promote US pe
to grow consumption. They will only continue t
good supply of quality edible peanuts.

* Less headache, cost, and risk when selli
e Sell on FOB basis, US manufacturer

* To compete with Argentine pea
long or short on peanuts due

e Documentation, credit is
freight risk.

 The export market i

e Argentine sh
market. T




What about crushing excess peanuts?

Unlikely to have intended result.

 What if we had crushed 2009-crop
rather than allowing the market
Shellers would not have enou
peanuts right now, similar
2002, when 2001-crop
and crushed. This ¢
Import peanuts
manufacturer



Alternatives?

e Allow the market to work.

* |n a market-oriented program, the price must adj
bring supply and demand back into balance.
it works for other commodities, but it occ
measured way because sales are negoti
the year. Because peanuts are con
planting/harvest, the only time
(or increase) is with next se

* |In many cases, peanut
secure financing for

oriented sol



Increasing Market Flexibility

* How to reduce the need for early contr

mm) Risk Management

Producers of other commoditi
markets and/or revenu
which to hedge pric
the need to con
producers to
price mo



Risk Management

e A futures market is unlikely for peanut
peanut crop revenue coverage (CR
proposed to the FCIC board.

e Lack of price transparency
challenge to obtaining a

 The issues include h
futures price an
price volatili



Improving Price Transparency

USDA will soon propose mandatory reporting o
farmer stock and shelled peanut prices to C

Shelled peanut prices were recently add
proposal due to their potential use in
peanut futures price.

Farmer stock peanut prices re
coverage levels for the existi
program, in addition to

Estimating price vol
market may be t



Impact of price reporting on CCP

e Assuming that reported farmer stock peanut pri
increase under mandatory reporting, the lik
will be to decrease counter-cyclical paym

e The CCP is intended to work this way; i
not a guaranteed payment like th

e The CCP is also limited and lac
guarantees a fixed value (S
baseline market, produc
CRC than the CCP. A
(S495-5S36) mean




How to make the 2012 Farm Bill work
better for peanut producers?

Let’s discuss!
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