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Weekly Farm Economics:
Where Might Nitrogen Fertilizer Prices Be Headed?

Fertilizer markets have received considerable attention over the past two years
as prices for nitrogen and other fertilizers experienced dramatic increases from
late 2020 into the 2nd quarter of 2022 followed by sharp declines back towards
2021 levels over the past 18 months (August 15, 2023). While the movements in
average price levels are important to monitor, variability in local prices available
toindividual producers is also essential to consider. This is particularly true in the
current environment with projections for farmer returns in lllinois to be much
lower, and potentially negative, for the 2023 and 2024 crop years (August 29,
2023).

This article continues our series focused on fertilizer prices (see farmdoc daily
articles from September 12, August 15, August 1, and June 13, 2023) with a
focus on the variability in price levels around the averages reported by the USDA
for Illinois. The historical data show that there can exist a significant amount of
variability around average price levels, and this variability tends to be larger
during periods of fast market adjustment, or rapidly rising or falling price levels.
This suggests that farmers should carefully monitor changes in local pricing
opportunities and, when possible, compare price quotes from multiple suppliers.

Price Variability in lllinois Nitrogen Fertilizer Prices

The bi-weekly lllinois Production Cost Report provided by the Agricultural
Marketing Service (AMS) of the United States Department of Agriculture (USDA)
reports average prices for fertilizer products and farm diesel fuel based on
statewide surveys. The report also includes the price range for survey
responses, providing a measure of price variability within the state for fertilizers
and diesel fuel over the two-week period covered by the report. Note that there
are both spatial and temporal components to this variation. The price range
reported captures variation across price information sources or respondents, as
well as variation that could occur during the timeframe over which the data is
collected to create the report.




Figure 1 compares the average price for anhydrous ammonia over the last 15 years (September 4, 2008 to September 7, 2023) to the range in
prices observed to compute the reported average. For example, the most recent September 7, 2023 report listed the average price of
anhydrous ammonia in lllinois at $637/ton with a price range of $193/ton ($567 to $760 per ton).

Figure 1. Average Price and Price Range for Anhydrous Ammonia in Illlinois USDA
Source: AMS Livestock, Poultry and Grain Market News IL Dept. of Ag Market News '?"'-_
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Price variability implied by the reported price range has been notably higher over the past two years as nitrogen fertilizer prices increased
dramatically from late 2020 into the 2nd quarter of 2022 followed by a sharp decline to current levels. Since 2020, the price range reported in
the USDA AMS reports has averaged $193 per ton and exceeded $500 per ton over multiple weeks in both 2022 and 2023. Variability was
also relatively high during the period of sharp fertilizer price declines from late 2008 through 2009 with an average price range of nearly
$160/ton. Variability was lower from 2010 through 2019, with an average price range of $76/ton.

The ratio of the reported price range to the average price provides a relative measure of price variability. Since 2020 this ratio has averaged
21%. From late 2008 through 2009 itaveraged 22%. From 2010 through 2019 itaveraged just 12%.

For anhydrous ammonia, price variability around the average and price variability relative to the average price were markedly higher in
2008/2009 and in the period since 2020 compared with the decade from 2010 through 2019. The higher price variability periods were both
associated with heightened levels of market uncertainty and general energy and commodity price volatility. High commodity prices fueled by
global demand growth coupled with high input costs and fertilizer supply chain issues and the effects of the global financial crisis led to
increased price volatility in the mid- to late-2000s (Huand et al., 2009). The recent period of increased price variability stems from volatile
energy and commodity markets during and following the pandemic as well as additional uncertainty and supply chain challenges introduced

by the Figure 2. Average Price and Price Range for Urea in lllinois USDA

Source: AMS Livestock, Poultry and Grain Market News IL Dept. of Ag Market News '?'"'__
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Figure 3. Average Price and Price Range for Liquid Nitrogen in lllinois USDA
Source: AMS Livestock, Poultry and Grain Market News IL Dept. of Ag Market News = |
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Figures 2 and 3 illustrate the average price and price range measures for urea and liquid nitrogen over the same time period. Variability (relative
variability) in urea prices in lllinois averaged $162/ton (31%) from late 2008 through 2009, $75/ton (18%) from 2010 through 2019, and $80/ton
(14%) since 2020. Variability (relative variability) in liquid prices in lllinois averaged $106/ton (30%) from late 2008 through 2009, $54/ton (18%)
from 2010 through 2019, and $84/ton (20%) since 2020. Both urea and liquid nitrogen prices exhibited larger nominal price variability during the
2008/2009 and 2020 to current periods, consistent with anhydrous ammonia. However, the relative measure of price variability for liquid
nitrogen since 2020 was not significantly greater than from 2010 to 2019, and recent relative variability for urea has actually been a bit lower than
the average from 2010 t0 2019.

Discussion and Summary

While reported statewide averages for products such as nitrogen fertilizers provide important information and insights into market trends,
variability around those averages must also be considered as the timing and location of individual transactions between buyers and sellers can
occur at price levels which differ considerably from reported averages. The historical data available from USDA-AMS suggests that variability
around average nitrogen fertilizer prices can be more pronounced during periods of quickly adjusting markets —when average prices are rising
orfalling at a relatively fast pace.

This has importantimplications for farmers as they make pricing and purchasing decisions, particularly during periods of fast market adjustment.
To the extent possible, soliciting price quotes for nitrogen fertilizer products, as well as other inputs, from multiple sources is advised. This is true

under all market conditions, but is even more critical under current conditions when prices, on average, are experiencing large fluctuations from
week to week and the return outlook suggests already tight margins.

FOCUS ON YOUR FARM
WE’LL FOCUS ON YOUR FINANCING.

1year fixed operating loan J | 5 year fixed equipment loan

1.90% | 1.90%

Offer of credit is subject to credit approval Offer of credit is subject to credit approval

Tyler McGrory | NMLS# 2039082 Jean Phelps | NMLS# 887262
Asst Vice President, Loan Officer Agricultural Loan Officer
First Bank of Manhattan First Bank of Manhattan
815.478.6049 815.314.1984




) FIRST BANK OF
i MANHATTAN & NEW LENOX

AGRICULTURAL BANKING
550 W. North Street | Manhattan | IL 60442

UPCOMING
LOCAL EVENTS

Will County Thresherman'’s Association
62" Annual Antique Tractor & Steam Engine Show

July 18-21, 2024 at Spiess Farms:
13831 W Joliet Rd, Manhattan, IL 60442

Golf Outing - Sponsored by Will Co. Farm Bureau Young
Farmers Ag-In-The-Classroom

Friday, July 26, 2024, at SPG Green Garden Country Club:
9511 W Manhattan-Monee Rd, Frankfort, IL 60423

Nutrient Stewardship Field Day

Wednesday, July 31, 2024 at 25545 S. Cedar Rd, Manhattan,
IL 60442

Will County Fair
August 21-25, 2024 at the Will County Fair Grounds:
710 S. West St, Peotone, IL 60468
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First Bank of Manhattan - Fall Ag Event:
e FIRST BANK OF MANHATTAN Wednesday, September 4, 2024 at the Thomas E. Hartung
FALL AG DINNER American Legion Post 1977: 14414 Ford Dr, New Lenox, IL
60451
= This event will feature a catered dinner, raffle drawing and multiple
6:00 p.m.
speakers.

American Legion
14414 Ford Drive, New Lenox
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