
Financial stress
WASHINGTON - About 13

percent of farmers responding to a
new U.S. Department of
Agriculture survey of 1965 farm
financial conditions reported
financial stress due to a com-
bination of a high debt load and an
inability to generate enough cash
to pay their bills.

However, more than four-fifths
of U.S. farms were found to be in
relatively sound financial con-
dition, according to the survey
report, “Financial Characteristics
of U.S. Farms, January 1985,”
released today by USDA’s

Economic Research Service.
ERS Administrator John Lee

said more than half of the 214,000
farmers reporting financial stress
have annual sales of at least
$40,000.

stress is based on two measures
a farm’s debt/asset ratio and its
estimated cashflow.

The debt/asset ratio compares
the amount owed to creditors with
the value of farm assets and in-
dicates a farm’s overall financial
soundness. When the debt/asset
ratio rises to 40 percent, a farm is
considered to be highly leveraged
and susceptible to financial
problems.

The farm’s cash flow position
indicates the ability of the farm
business and household to generate

These data were gathered by
USDA’s Farm Costs and Returns
Survey, which provides financial
details on about 1.7 million U.S.
farms, Lee said. The survey,
conducted this spring, reflects the
financial status of farms as of Jan.
1,1985.

Lee said the degree nf financial

ST. LOUIS There is no
evidence that market
manipulation was a factor in the
collapse of soybean prices in early
1984, according to an independent
study just released by a farmer
task force of the American
Soybean Association (ASA).

Roy Smith, a soybean farmer
from Nebraska and Chairman of
ASA’s Futures Advisory Com-
mittee, says that while there
continues to be concern about
“unethical business practices”
related to soybean futures trading
and attempts to “bully” the
market by certain individuals
and/or firms, the results of the
year-long investigation indicate
soybean price action during the
period studied was a true reflec-
tion of supply/demand conditions.

The study was initiated as a
result of farmer concern early in
>1984 that sharp market declines
were brought on by systematic
manipulation by a few large
tradingfirms.

The Soybean Association report
is based on statistical analysis of
trading history and information
gathered in interviews with
representatives of the grain
merchandising industry and
futures industry officials.

related to higher price levels and
changes in supply/demand fac-
tors.

close. other commodities.
• Changes in commodity tax

laws in 1981 have decreased
trading volume in further out
contract months.

• On the average, price volatility
within a trading day during the
time studied appears relatively
evenly distributed,with only slight
increases during the opening and

• Soybean futures trading
volume has not diminished
because of increases in trading in

The report was the conclusion of
several ASA actions inresponse to
farmer concern over futures
trading activity. In April 0f<1984,
ASA officially expressed its con-
cerns to the Chicago Board of
Trade (CBOT) and the Com-
modities Futures Trading Com-
mission (CFTC). ASA urged the
CBOT to take immediate action to
restore farmer confidence in
futures trading. ASA also
requested that the CFTC initiate a
special inquiry into soybean
futures trading to determine if
illegal activities had occurred. At
the same time a special ASA
Futures Advisory Committee was
established to conduct ASA’s own
independent investigation.

Maintenance-Free

According to Smith, Soybean
Association actions over the last
two years have produced several
beneficial results for farmers.
Most important, the CBOT
established an Agricultural Ad-
visory Committee made up of
farmer commodity represen-
tatives who review and monitor
trading activities. The CFTC also
responded favorably to ASA’s
concerns by initiating its own
study ofCBOT futurestrading, and
establishing an advisory com-
mittee of commodity organization
representatives.

“We hope these actions and the
study will encourage greater
confidence among ASA members
and farmers at large in the future
market,” says Smith.
In its formal report, the com-

mittee listed the following con-
clusions:
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• Price levels achieved during
the 1963/84 period reflected the
true value of soybeans compared
to periods of similar sup-
ply/demand fundamentals in the
past.

• Soybean prices are more
volatile now than 10 or 15 years
agoJbutthe increase in volatility is

Study finds soybean price not manipulated in ’B4

reported by 13 percent of farmers
income from farm or nonfarm
sources to meet production ex-
penses, repay debt installments on
principal and interest, and provide
for family living expenses.

The survey indicated that nearly
one-third of all farms with annual
sales over $40,000 face some form
of financial difficulty. About 20
percent of farms with $40,000 or
more in sales show financial stress
because of both high debt load and
negative cash flow. An additional
10percent are considered at risk of
developing financial problems

because ofhigh debt loads, despite
positive cash flow last year.

Lee said these developmentsare
critical because farms with more
than $40,000 in annual sales -

while only 34 percent of all farms
account for 90 percent of all

farm sales. Only 9 percent of the
smaller farms with annual farm
sales less than $40,000 are finan-
cially stressed.

A large proportion of farm debt
is owed by highly leveraged farm
operators. The survey showed that
as of Jan. 1,1985,29percent of the
farm debt was owed by farmers
with debt/asset ratios over 70
percent, and that another 33
percent was owed by farmers with
debt/asset ratios of 40-70 percent
The Southwest, Southern Plains,

• Computer and other forms of
technical trading do not impact the
long term economic value of
soybeans.

• Volume in the soybean futures
market in relation to crop size has
increased sharply inrecent years.

Pacific, and Com Belt regions
have the largest share of debt owed
by farmers with debt/asset ratios
over 70 percent. Two-thirds of the
debt owed by farmers with
debt/asset ratios over 70 percent is
owed by farmers with sales of
more than $lOO,OOO peryear.

TO ALLRESIDENTIAL, AGRICULTURAL & COMMERCIAL PROPERTY OWNERS

“PVCWHITE RAIL FENCE NEVER NEEDSPAINT”
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Your Horse Farm With Our PVC Fencing Will Look
•***. Better Than Thc EWINGS And When They’re Palnt-

ing Their Fence, Yofl Can Be Riding, Swimming,

m v Fishing, Golfing or Relaxing And
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★ PVC FENCING FOR AGRICULTURE
OR RESIDENTIAL CAN TURN YOUR
PROPERTY INTO AN ESTATE
(Never NeedsPainting & Maintenance)

★ ALL TYPES, STYLES AND SIZESPVC HORSEBOX STALLS (Let Your Imagination& Needs, Determine
Ruffd PVC (Poh/m/i Chtorid*}FtmukHui is TheBest Type To Install On Your

MuHMhrLoitf Ttm Vtliu W Bssuty Property)

★ WE WILL INSTALL OR DROP
SHIP ANYWHERE IN THE U.S.A

★ CALL FOR PRICES OR HAVE A
SALES PERSON MEASURE &

HELPYOU TODECIDE THE
STYLE & TYPE OF PVC FENCING
YOUSHOULD INSTALL.

WRITE OR CALL ANYTIME
JtiOAMto StiOPM

TOWN & COUNTRY SUPPLY
410 E. Lincoln Ave., Myerstown, PA 17067

P.S. Dealer Inquiries Welcome (717 > 866-7568


