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New record
in grains 
production
The 2019 season ends with a record-high production of 147 million 
tons of grains (including fodder corn). Soy, corn and wheat are the 
stars of the season.

It is only logical to think that after 
the poor performance of the grains 
production during the 2017/2018 
season –the outcome of which was 
seriously affected by the worst drought 
experienced in the last 50 years and 
floods in major production hubs (Buenos 
Aires, Santa Fe and La Pampa)–, the 
2018/2019 season’s grains production 
would be significantly better, as it 
enjoyed what might be called normal 
conditions (i.e. with normal and regular 
rains and incentives for producers).    

Accordingly, the projections that the 
Agrobusiness Office has been preparing 
since 2018, showed some figures that 
would even exceed the last record 
achieved in 2017, when the grains 
production reached 137 million tons. 

In line with such estimates, and with a 
sensible improvement in the  production 
of soy, corn and wheat, this season’s 
harvest reached 147 million tons, 
showing a new record-high that is 30% 
higher than 2018 figures and 7% higher 
than 2017 figures.

Other factors having diverse impacts 
on local grains production and on the 
outcome expected for the end of this 
cycle added to the improved weather 
conditions present in the central region 
of the country. 

Setting weather conditions aside, the 
local production was affected by the 
major devaluation of the Argentine peso 
that took place in 2018, which improved 
the profitability of a sector that usually 
reacts to changes in external prices 

and to the local exchange rate. Against 
this backdrop, and while the export 
tariff regime was reinstated by the 
devaluation (it had been eliminated by 
the National Administration in 2016 and 
reinstated by means of Executive Order 
793/2018) for the purpose of improving 
tax revenues (this time by including all 
goods and services up to 2020), such 
decision, despite having a major impact 
on the economy of producers, had no 
significant impact on sowing activities, 
which reached 39 million hectares and 
exceeded the media of the last ten 
years. 

In addition, the economy was expected 
to rebound and to positively impact 
the industry’s domestic demand, thus 
boosting the GDP during the second 
half of 2019.
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147 million tons, a 
new record-high 
30% higher than
In 2018 and 7% 
higher than 2017

As to external factors, and in light of 
the internal conditions prevailing in the 
market, international prices are, and will 
always be, crucial and their changes 
may increase or reduce producers’ 
profitability, thus affecting any future 
investment decisions.

Accordingly, during the second half 
of 2018 and the first half of 2019, the 
prices of the main local agricultural 
commodities (wheat, corn and soy) 
remained stable or dropped, primarily 
in the case of soy. In fact, while in 
June 2018 soy had reached an average 
price of US$/tn. 394, one year later 
its price was at around US$/tn. 360, 
which accounted for a loss of 9%. In 
case of wheat and corn, although a 
portion of their value was recovered 
in June and July, by May 2019, they 
had shown a 6% and a 4% year-over-
year drop in their price, reaching US$/
tn. 200 and US$/tn. 171, respectively. 
In this process of price deterioration, 
the incidence of the tariff conflict 
between the USA and China must 
not be left behind, as all foreign trade 
decisions taken by both economies 
are often decisive for the dynamics 
between the global supply and demand 
of food and other commodities. As 
the conflict between both nations 
does not seem to be easily, let alone 
promptly, solved, the direct impact of 
the decisions taken by such powers and 
the resulting expectations in the market 
are detrimental to prices and affect the 
sector’s predictability in the mid-term.  

In this context, and despite what has 
been happening in terms of prices, 
the coarse crop, which is the most 
important in the country and is being 
led by soybeans and corn, recorded 
an important recovery as against the 
previous cycle, which was reflected in 
the average yields of these two crops.

In the case of soy, a crop that 
experienced high growth rates, both in 
terms of sowing as well as in terms of 
harvest during the 2005-2015 period 
(it actually exceeded 61 million tons 
during 2015), the statistics prepared 
by the Agrobusiness Office show that 
production reached 55 million tons 
and the yield per sowed hectare was 
3.2 tons. With respect to the prior 
cycle, both figures are 47% up those 
registered in 2018, which not only 

evidences the good performance of 
this season, but also shows that the 
sector is highly dependent on weather 
conditions, which affected prior year’s 
production. Oilseeds production is 
paramount for the local economy, as 
it has a significant impact on industrial 
activities such as national exports. 
In fact, grains are not only exported 
in their natural condition (soybeans), 
but most (+80%) of the production is 
used as an input for the production of 
flours, oils and biofuels, all of which are 
produced by the manufacturing industry 
of agricultural origin, which on average 
accounts for 35% of all industrial activity 
and 37% of national exports. As in 2018 
the industrial activity was impaired by 
the poor performance of the sector 
resulting from the worst drought 
suffered in the last 50 years, and from 
other factors as well, all of which 
triggered a 2.6% decline in GDP, it is 
expected that the record-high reached 
in 2019, may lead to a rebound driven by 
the sector and its links with the industry, 
including the oilseed complex.

In line with those same statistics, 
corn, the other major crop in that 
group, reached 57 million tons and an 
average yield of 6.6 tons per hectare.
Both figures represent a new record 
for locally produced corn, and a major 
incentive for next cycle sowing. Such 
results are 30% above those recorded 
in 2018. In fact, thanks to such good 
performance this crop managed to 
exceed soy production levels for the 
first time (57 million tons vs. 55 million 
of the same unit), and increased its 
share in the total amount of harvested 
grain (39% vs. 38%). With these results, 
specialists in the Agribusiness portfolio 
estimate that around 34 million tons 
of grain may be exported, leaving the 
rest for animal consumption mainly (17 
million) and industrialization (3.7 million), 
both of which, jointly with soybean, 
weigh positively on economic activity.

Finally, wheat, which is part of the 
so-called fine crop, also showed 
an excellent performance reaching 
a new production record (the third 
consecutive), this time of about 20 
million tons (8% higher than in 2018). A 
figure that, in turn, can translate into a 
yield per hectare of around 3.2 tons. As 
in the case of corn, this crop is primarily 
exported. 
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Similar production levels are expected during 
the next cycle. 
However, all perspectives will be subject to 
the behavior of major agricultural commodities 
prices and, as logically expected, to the 
behavior of local macroeconomic variables
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The latest estimates of the 
Agrobusiness show that during this year 
around 13 million tons of cereal will be 
exported, leaving the rest for grinding 
and other uses. 

In light of these numbers and their 
importance for the economy, it is 
expected that during the next cycle 
(2019-2020) the agricultural sector 
will generate similar production levels 
once again. However, prospects will be 
subject to imponderables such as the 

weather, to the evolution of the prices 
of the main agricultural commodities 
and, logically, to the behavior of local 
macroeconomic variables. In the 
international area, it is to note that the 
World Bank1 projects a new upwards 
trend in prices for 2020 and the years 
to come - understanding that the 
conflict between the US and China will 
be settled - a dynamic that is deeply 
linked to the expected performance 
of agricultural investors andproducers  
alike.

In the local scenario, the potential 
economic effects of the presidential 
elections must be taken into account, 
particularly in light of the events that 
took place after the primary elections 
(PASO), and their clear impact on the 
main economic variables, primarily in 
terms of exchange rates, devaluation, 
country risk, interest and inflation rates.
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