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Drought costs California ag $1.1 billion
A new report from the University of California
Merced estimates the cost of the 2021 drought
on the California agriculture industry to be $1.1
billion and up to 8,750 full- and part-time jobs.
Additionally, at least 395,000 acres have been
left idle due to an inability to water them.

2020-21 were the second-driest two years on
record for California. According to Josue
Medellin-Azuara, lead author of the report,
when compared to the previous drought in
2012-2016, conditions were worse last year but
economic impacts have not been as severe as
2015 (the worst year of the that drought). (The
Packer)

Canadian Pacific Railway workers plan strike
In early March, nearly all of roughly 3,000
Canadian Pacific Railway (CP Rail) workers
voted in favor of a strike starting March 16 if a
collective bargaining agreement cannot be
reached before then. The strike would come at
a terrible time for the ag industry – i.e., just
ahead of the spring application of fertilizer –
which gets many inputs to fertilizer by rail.
Fertilizer availability has already been hurt by
lingering effects of Hurricane Ida, Covid-19, and
now was between Russia and Ukraine (Russia,
a major exporter of fertilizer, is likely to halt
fertilizer exports for the time being).

The Fertilizer Institute, among other
agricultural stakeholders, urged the Biden
administration to speak with the Canadian
government to avoid a strike, noting that that
10-15 percent of CP rail’s business is fertilizer.
(Ag Web)

Input costs for beef are very high
Grain prices, which were high prior to Russia’s
invasion of Ukraine and have soared since, are
raising the cost of feed for cattle. With the
retail price of beef already at a record high,
continued upward pressure on input prices
could cause consumers look to other, less-
costly forms of protein. Furthermore, if the war
continues even for another couple months, it
will disrupt Ukraine’s planting season and could
keep feed costs very high into next year. More
details on commodities affected by the Russian
invasion can be found on page two of this
report. (Bloomberg)

California saw the return of a small D3-rated (extreme) drought area after
a short break, while drought readings have also intensified in severity in
Texas, Oklahoma, and Louisiana. Additionally, much of the Southeast and
parts of the Upper Great Plains are now experiencing minor to moderate
drought conditions.

Monthly average, February 2022

Table Footnotes
1 $ per bushel 2 $ per hundredweight (CwT) 3 $ per pound
4 $ per dozen 5 $ per barrel 6 $ per gallon
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Average 
Price

1 Month 
Change

3 Month 
Change

12 Month 
Change

Corn1 $6.37 7% 15% 18%

Cotton, Upland3 $1.24 4% 8% 46%

Soybeans1 $15.70 14% 29% 15%

Wheat (winter)1 $8.04 -1% 6% 39%

Cattle, All Beef2  (Jan. 2022) $135.00 -1% 10% 23%

Hogs2 $90.42 17% 20% 22%

Milk2  (Jan. 2022) $24.20 11% 23% 38%

Broilers3 $1.25 -5% 21% 52%

Eggs4 $1.64 27% 58% 37%

Crude Oil5 We st Te xas Intermediate $91.64 10% 16% 55%

Diesel Fuel6 U.S . City Ave rage $4.03 8% 8% 42%

Intensity

D1 Moderate Drought

D0 Abnormally Dry

D3 Extreme Drought

D2 Severe Drought

D4 Exceptional Drought
Long-Term, typically greater than 6 mos 
(ex: hydrology, ecology)L

Short-Term, typically less than 6 mos 
(ex: agriculture, grasslands)S
Delineates dominant impacts

Drought Impact Types

https://www.thepacker.com/news/industry/2021-drought-cost-california-ag-industry-more-1b#:%7E:text=The%202021%20drought%20directly%20cost,University%20of%20California%20Merced%20researchers.
https://www.agweb.com/news/crops/crop-production/another-black-swan-could-swoop-fertilizer-market#:%7E:text=Last%20week%2C%20roughly%203%2C000%20Canadian,penned%2C%20according%20to%20CP%20Teamsters.
https://www.bloomberg.com/news/articles/2022-03-01/u-s-beef-prices-are-set-to-rise-further-as-ranchers-costs-soar
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Effects on U.S. agriculture from Russia’s invasion of Ukraine

The Food and Agriculture Organization Food Price Index (FFPI) hit an all-time high in February just as Russia’s
invasion of Ukraine added disruption to global agriculture trading. While many ag prices began to rise in
response to the war almost immediately, it’s worth noting that the bulk of the effects from the war on prices
will not be seen in the FFPI until the March reading comes out next month.

• Russia is the world’s largest exporter of wheat, while Ukraine is the ninth-largest. Together, they account
for roughly one-third of the world’s wheat exports. Wheat prices are surging not just due to the uncertainty
of war, but also due to concern that Ukraine’s infrastructure will be damaged, preventing them from either
growing, storing, or exporting wheat in the near future. This development increases the importance of the
U.S. domestic wheat crop after a year where intense drought conditions in much of the wheat belt caused a
41 percent drop in yields. Drought remains a serious concern in Texas where wheat is already heading out.
If moisture levels do not change soon, crop conditions are expected to suffer.

• Ukraine is the world’s leading exporter of seed oils (particularly sunflower seed and safflower oils), while
Russia is the second-leading exporter. Together, they account for about two-thirds of global trade in seed
oils, which are used as cooking oils and in snacks like chips and crackers. Most American companies source
their cooking oils domestically, but a significant decrease in the world supply of oils would result in higher
demand for U.S.-produced oils and would have a significant impact on prices. This could also result in
increased demand for soybean oil, where supplies are already tight due to poor (hot and dry) growing
conditions in Brazil. (Ag Web)

• Ukraine was expected to be the fourth-largest corn exporter for the 2021/22 season, but over 40 percent of
their planned corn exports had not been shipped as of February 23. China, typically a big purchaser of
Ukrainian corn, made a large purchase of U.S. corn in early March to diminish the threat to their corn
supplies. With Ukraine’s corn planting season in April and May, this could be an issue for China which
stretches into next year, as well. In response to the supply shock, corn prices rose above $7/bushel for the
first time since last June and the second time since 2013. (ING)

• Russia is one of the leading exporters of crude oil and the war has caused already-high crude oil prices to
soar. American oil companies are dealing with problems similar to other industries (i.e., unfilled labor
demand and difficulty sourcing materials) and have not done the necessary prospecting to immediately
drill. In conjunction with a ban on Russian oil imports, this should result in energy prices remaining near
historic highs for some time.

Commodity Research Bureau spot commodity price indices

Sources: CRB; Haver Analytics
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https://www.agweb.com/news/crops/wheat/wheat-prices-shoot-14-year-high-concerns-over-conflict-between-russia-and-ukraine
https://think.ing.com/articles/russia-ukraine-conflict-what-it-means-for-grain-markets


The information in this report is provided by Nationwide Economics and is general in nature and not intended as investment or
economic advice, or a recommendation to buy or sell any security or adopt any investment strategy. Additionally, it does not take
into account any specific investment objectives, tax and financial condition or particular needs of any specific person.

The economic and market forecasts reflect our opinion as of the date of this report and are subject to change without notice.
These forecasts show a broad range of possible outcomes. Because they are subject to high levels of uncertainty, they will not
reflect actual performance. We obtained certain information from sources deemed reliable, but we do not guarantee its accuracy,
completeness or fairness.
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EIA Energy Forecast

Glossary

March 2022

1 Latest actual price.
2 Forecast prices are an average for the month of February.

2022 (February)1 20222 20232

West Texas Crude (per barrel) $91.64 $90.00 $79.00

Diesel Fuel (retail $ per gallon) $4.03 $3.84 $3.69

Natural Gas (per million Btu) $4.69 $3.76 $3.74

Acronyms/Terminology
USDA – United States Department of Agriculture

Hundredweight – Refers to a unit of 100 pounds in the U.S. and Canada

Data Sources
Commodities excluding beef and milk − Haver Analytics and The Wall Street Journal

Beef and milk − Haver Analytics and the U.S. Department of Agriculture (Prices received by farmers)

Drought Monitor − National Drought Mitigation Center, http://droughtmonitor.unl.edu/

Additional information sources
CoBank Knowledge Center − www.cobank.com/Knowledge-Exchange.aspx

USDA Economic Research Service − www.ers.usda.gov

USDA Price & Import/Export Forecasts – USDA Economic Research Service Publications

Association of Equipment Manufacturers − www.aem.org/agriculture/

Agriculture Commodity Prices - http://www.cnbc.com/agricultural-commodities/

Livestock Commodity Prices - http://www.cnbc.com/livestock-commodities/

Source: U.S. Energy Information Administration

http://droughtmonitor.unl.edu/
http://www.cobank.com/Knowledge-Exchange.aspx
http://www.ers.usda.gov/
https://www.ers.usda.gov/publications/?pubid=81720
http://www.aem.org/agriculture/
http://www.cnbc.com/agricultural-commodities/
http://www.cnbc.com/livestock-commodities/
http://www.eia.gov/forecasts/steo/
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