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Presenter
Presentation Notes
Good afternoon. My name is Ted Covey and I am an economist with the Farm and Rural Business Branch of the Economic Research Service  of the USDA.  I will be talking today about the USDA’s outlook for 2010 U.S. farm economy, both from the income and also its balance sheet perspectives.  I will also be sharing with you today our updated forecast for 2009 farm income and its supporting financials.  I will discuss our forecasts for key data underlying net farm income: value of crop and livestock production, net cash income for farm businesses specializing in crops or livestock, U.S. government payments to farm operations, and farm sector production expenditures such as purchased inputs and payments to farm sector stakeholders.  I will also show the USDA’s forecasts for 2009 and 2010 U.S. farm sector major balance sheet items: assets, debt, equity, and the debt-to-asset ratios.
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Value of agricultural sector production expected to 
increase $37.4 billion in 2011
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Presenter
Presentation Notes
This figure shows the annual estimates from 1991-2010F of the value of agricultural sector production and two of its 3 components: value of crop and value of livestock production.  The value of crop production is the sum of crop cash receipts plus the value of the annual change in crop inventories less annual home consumption. Similarly so for the value of livestock production. The USDA expects a $7.9 billion increase in the value of agricultural sector production from 2009 ($324.2 billion) to 2010 ($332.1 billion). This increase is due to a $12 billion expected rise in livestock value of production ($117.7 billion in 2009 to $129.7 billion in 2010) which will be offset somewhat by a forecasted $4.3 billion decline in crop production ($165.9 billion in 2009 to $161.6 billion in 2010).
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Real value of projected agricultural sector production up 
8.8 percent in 2011
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Presenter
Presentation Notes
This figure shows the annual estimates from 1991-2010F of the value of agricultural sector production and two of its 3 components: value of crop and value of livestock production.  The value of crop production is the sum of crop cash receipts plus the value of the annual change in crop inventories less annual home consumption. Similarly so for the value of livestock production. The USDA expects a $7.9 billion increase in the value of agricultural sector production from 2009 ($324.2 billion) to 2010 ($332.1 billion). This increase is due to a $12 billion expected rise in livestock value of production ($117.7 billion in 2009 to $129.7 billion in 2010) which will be offset somewhat by a forecasted $4.3 billion decline in crop production ($165.9 billion in 2009 to $161.6 billion in 2010).
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Crop cash receipts projected up $24.1 billion

Source: USDA, ERS
Note: 2010, 2011 forecasts
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Presenter
Presentation Notes
This figure shows U.S. annual cash receipts from 2007-2010F for corn, soybeans, wheat, fruits and nuts, vegetables and melons, greenhouse and nursery, and cotton. Overall, annual crop cash receipts in 2010 are expected to decline $6 billion from calendar-year 2009. Wheat receipts are expected to decline $2.5 billion, the largest annual decline expected among U.S. crops.  Soybean receipts are expected to decline $1.8 billion, the second largest expected annual decline in crop receipts in 2010.  Feed corn receipts are expected to decrease $0.9 billion in 2010.  Receipts from fruit and tree nuts are expected to decline $0.7 billion in 2010. Vegetable and melon receipts are expected to decline $0.7 billion in 2010. Greenhouse and nursery receipts are expected to increase $0.7 billion while cotton cash receipts are expected to increase $0.6 billion. 
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Livestock cash receipts projected up $4.3 billion 
in 2011
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Presenter
Presentation Notes
This figure shows annual cash receipts from 2007-2010F for livestock.  Increases are expected from 2009 for all categories.  Dairy cash receipts are predicted to increase $7.4 billion in 2010.  Beef cattle and calf cash receipts are expected to increase $2.8 billion, with beef cattle receipts accounting for about $2.5 billion increase. Hog receipts are expected to increase $0.7 billion. Slight increases are expected in the production for sale of broilers ($0.3 billion).  
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Farm businesses represent 
almost 850,000 farms and 
account for 94 percent of 

production

Farm Businesses

Small farms 
with sales less 
than $250,000 
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operators report 
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farms organized 
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corporations or 
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other than 
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Higher average net cash incomes projected in 2011 
for crop farm businesses 
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Presenter
Presentation Notes
Farms are regarded as specializing in a particular crop or crops if their cash receipts from the sale of crops and livestock exceed 50 percent for that particular crop.  Farm businesses include commercial (annual sales of crops and livestock greater than $250,000) and intermediate-sized operations (gross sales less than $250,000 but primary operator’s primary occupation is farming), excluding the smaller rural residential category of farms whose operators typically earn most of their household income from off-farm sources.  Cotton farmers and rice farmers are expected to average $227,876 in net cash income in 2010, a decline of almost $12,000 from 2009. Specialty crop farm businesses are expected to generate $167,239 in net cash income in 2010, a very slight decline of about $1,400 from the 2009 preliminary estimate.  Farm business operations specializing in mixed grain sales of program crops are predicted to average about $120,358 in 2010, a decline of $8,200.  Corn farm businesses are expected to earn $126,842 in 2010, a drop of almost $12,000.  Wheat farm business operations are expected to earn $59,511 an annual decline of about $4,200. Farm businesses specializing in soybeans plus those specializing in peanuts are expected to earn about $59,599 in net cash income in 2010, a decline of $6,600.  Farm business operations specializing in other non-program field crops (tobacco, sugarcane and sugar beets, hay, etc) are expected to earn $41,972 in average net cash incomes in 2010, the least among all farm crop specialization groups.  
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Average net cash incomes for livestock farm 
businesses expected to recede in 2011
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Presenter
Presentation Notes
We expect increases in average net cash incomes from 2009 to 2010 for the different livestock farm business categories, especially for hogs and dairy farm businesses. Average net cash incomes for dairy farm businesses ($129,400) is expected to increase over $105,000 in 2010. Average net cash income for hog farm businesses ($100,900) is expected to increase by $56,558. Average net cash income for beef cattle farms ($15,800) is expected to increase almost $5,800 in 2010. Average net cash income for poultry farm businesses (broilers, turkeys, eggs) in 2010 ($86,400) is predicted to increase $10,100. Average net cash incomes for other livestock farm businesses ($14,300) is expected increase $3,200 in 2010.
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Regional disparity for farm business income prospects in 
2011

The farm level forecasts are derived from partial budget modeling 
on the 2009 Agricultural Resource Management Survey (ARMS) 

using parameters from the sector forecasts.  
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2011 expenses expected up 6.8%
** 3rd largest increase since the late 1970’s **
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Purchased input expenses projected up $16.4 
billion in 2011
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Presenter
Presentation Notes
Purchased input expenditures is the sum of expenditures on physical inputs from the farm and manufacturing sectors and other expenditures.  The largest component, farm origin expenditures, is expected to slightly decline by $0.7 billion in 2010.  Inputs purchased from the manufacturing sector are expected to rise about $0.5 billion, offsetting this decline.  Other expenditures include machine hire and custom work, repair and maintenance of capital items, contract labor, etc.  Other expenditures are expected to remain stable, increasing about $0.1 billion. 
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Farm origin expenses projected up 
$5.2 billion in 2011
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Presenter
Presentation Notes
Farm Origin expenses are one of the 3 major component parts of purchased inputs.  Farm origin expenses are the sum of feed expenses, seed expenses, and livestock and poultry purchased.  We expect 2010 farm origin expenditures to decline $0.7 billion to $76.9 billion as an anticipated $1.1 decline in it’s major component, feed, is expected to more than offset a small increase in livestock and poultry purchases ($0.5 billion). Seed expenditures are expected to decline about $0.1 billion.
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$6.1 billion in 2011
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Presenter
Presentation Notes
Manufactured inputs are expected to increase about $0.5 billion.  Expected increases and decreases are mixed among its four major categories. Increases are expected in petroleum fuels and oils ($1.2 billion) and pesticides ($0.6 billion).  Declines are anticipated in fertilizer and lime expenditures ($1.3 billion) and farm expenditures on electricity ($0.1 billion).
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Presenter
Presentation Notes
U.S. agriculture’s stakeholders consists of 3 groups: (1) farm lenders; (2) non-operator landlords; and (3) its hired labor force.  Payments to stakeholders is the sum of:Compensation (both monetary and nonmonetary) to hired labor;rental and direct government payments to non-operator landlords; andinterest payments to lenders.  Compensation to hired labor accounts for about half of annual payments to stakeholders.Payments to stakeholders are expected to decline $0.6 billion in 2010. Employee compensation (hired labor) is expected to climb $0.46 million (1.8 percent) in 2010 as farm wage rates are forecast to be up 2.0 percent.  Net rent to non-operators should be around $0.3 billion (3 percent) higher than in 2009. Real estate interest is predicted to be down $1.0 billion (11.8 percent) and non-real estate interest should be down around $0.25 billion (3.7 percent). The decreases are due to lower end-of-year debt and lower interest rates for both types of loans. 
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Share of farm assets financed by debt 
expected to decline in 2011
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Presenter
Presentation Notes
The debt-to-asset ratio is a popular measure of financial risk exposure.  The lower the ratio, the less risky the exposure.  The share of farm assets financed by farm debt is expected to decline slightly in 2010, from 0.128 percent to 0.124.  Over the longer term, the ratio has trended downwards, from 0.15 in 1991. 
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2011f Change from 2010f

Value Agricultural Sector Production $391.5 $37.4

Purchased Inputs                                ( - ) $211.8 $16.4

Net Government Transactions           ( - ) ($0.9) ($1.9)

Gross Value Added                               = $178.8 $19.1

Capital Consumption                          ( - ) $31.4 $0.8

Net Value Added                                   = $147.4 $18.4

Payments to Stakeholders                 ( - ) $52.7 $2.7

Net Farm Income                                   = $94.7 $15.7

Net farm income expected to rise in 2011
$ Billion

Source: USDA, ERS
Note: 2010, 2011 forecasts

Presenter
Presentation Notes
Value of agricultural sector production (VASP) is the sum of 3 sources of value: (1) value of crop production; (2) value of livestock production; and (3) revenues from services and forestry. Net farm income, mostly due to increases in livestock value of production, is expected to rise almost $8 billion in 2010.  Purchased inputs is the largest factor (67 percent in 2010) in annual farm sector production expenditures.  Purchased inputs are expected to remain at their 2009 levels in 2010.  Net government transactions are the difference between U.S. government payments to farm operators and real estate property taxes and registration and licensing fees for motor vehicles used in the farm operation. In 2010 the USDA forecasts payments by farm operators to government for property taxes and licensing fees will exceed U.S. government payments to farmers by about $0.6 billion.  Capital consumption is the USDA’s measure of depreciation of it’s fixed asset base.  U.S. agriculture’s net value added is distributed to agriculture’s stakeholders (lenders, nonoperator landlords, hired labor) and equity holders (farm operators and contractors).  Stakeholders received their shares in the form of interest payments to lenders, monetary and nonmonetary compensation to hired labor, and rental payments (share and cash) and government payments to non-operator landlords.  Payments to stakeholders are expected to decline $0.5 billion in 2010, due to a decline in interest payments.  We project net farm income for the U.S. to increase $6.7 billion from 2009 to 2010. 
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• Agriculture’s strong financial performance continues in 2011. 
o Nominal records for all three measures of farm sector earnings 

 
• The projected increase in 2011 farm earnings favors cash grain, 

cotton and oilseed producers.   

 

• Gains in receipts for specialty crop and livestock farms are not 
anticipated to offset higher production costs. 
  

• Most major expense categories are forecast to increase in 2011.  
 

SUMMARY
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