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Financial Outlook for 2015 Production Agriculture in Nebraska

Market Report :eaf 4A’Vks 455115 |Based on February calculations, Net Farm Income
— e e in 2015 for Nebraska is expected to decline from
Weokly Avorags $6.35 billion in 2014 to $3.52 billion in 2015. This
Nebraska Slaughter Steers, article discusses the 2015 outlook for crops, live-
35-65% Choice, Live Weight. . . . .. ) 150.40 157.00 168.58 |stock and government payments as well as the Ne-
Nebraska Feeder Steers, braska Farm Income projections. Further infor-
Med. & Large Frame, 550-600 Ib. . . . . 222.54 278.35 285.95 . )
Nebraska Feeder Steors mation can be found at http://agecon.unl.edu/
Med. & Large Frame 750-800 Ib. . ... 20434 21166  233.80 |nebraska-financial-outlook.
Choice Boxed Beef,
600-750 Ib. Carcass. .. ........... 23213 24528 25455 | Crop Outlook
Western Corn Belt Base Hog Price
Carcass, Negotiated. . . ........... 128.02 66.06 56.30 .
Pork Carcass Cutout, 185 Ib. Carcass Underlying fundamentals for the 2015 crop year are
51-52% Lean. ................... 130.97 69.47 64.22 |drastically different than at this time a year ago. A
Slaughter Lambs, wooled and shorn, * year ago soybean prices were supported by low car-
135-165 Ib. National. . . . . . . 153.00 141.99 . y

: ryout stocks, which through demand for additional
National Carcass Lamb Cutout . ..
FOB. ...\ttt 37123 36633  364.64 |SOybean acreage supported corn prices. This is not
Crops the case heading into the 2015 planting season.
Daily Spot Prices Both the U.S. and global level soybean carryover
\I/Vhea_t INE- 1, HW. 671 489 5 33 stocks have rebounded to ample amounts (increase
éno fj”;c’) ;Ye“ow """""""" ' ' " [of 318% in the US and 35% globally), corn car-
Nebraska City, bu. . . .. .......... . 474 3.69 3.73 |ryover stocks grew (48% in U.S. and 9% globally)
Soybeans, No. 1, Yellow for the second time in a row, and wheat carryover
Nebraska City, bu................. 14.54 9.90 951 | stocks grew (17% in U.S. and 5% globally), Figure
ggiér;]:scire%hz\rpd No.2, Yellow 8.1 720 771 |1. As a result of the increase in carryover stocks,
Oats, No. 2, Heavy cash receipts from crops in Nebraska for the 2015
Minneapolis, Mn, bu. . ............. 4.53 3.13 3.04 |crop year are forecasted to drop to $9.54 billion
Feed from $10.15 billion in 2014, Table 1. Both corn
Alfalfa, Large Square Bales, and soybean cash receipts are expected to drop
Good to Premium, RFV 160-185 * while wheat is expected to increase'. The reason
Northeast Nebraska, ton. .. ........ 210.00 175.00 . . . .
Alfalfa, Large Rounds, Good for the increase in wheat cash receipts is due to un-
Platte Valley, ton. . . . - ........... 127.50 77.50 7750 | certainty around crop condition when exiting dor-
Grass Hay, Large Rounds, Good mancy. Recent evidence of winterkill lowers wheat
Nebraska, ton................... 107.50 95.00 115.00
Dried Distillers Grains, 10% Moisture
Nebraska Average. . .............. 235.00 177.50 175.25 | . .
Wet Distillers Grains, 65-70% Moisture For table on the breakdown of Cash Receipts for crops in
Nebraska Average. ............... 68.00 53.54 5550 |Nebraska as well as more information on Crop Outlook,
* No Market please  visit  http://agecon.unl.edu/nebraska-financial-

outlook for a powerpoint titled “Nebraska Crop Outlook”.
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Figure 1
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Table 1
Net farm income in Nebraska
calendar years 2005-2013, forecast 2014-2015
$ millions)
REVENUES 2005 2006 2007 2008 2009 2010 2011 2012 2013 | 2014F | 2015F
Crop Production 3.055| 4.562| 6.459| 8201| 8.807| 8.660| 12.145| 12.695| 11.606| 10.148| 9.504
Livestock Production 7.627) 7.782| 8.450| 8.303| 7.283| 8.342| 10.210| 11,360 11.963| 13.040| 12.925
Farm-related Income 1.176] 1,138 1.108] 1.321] 1.320| 1.236] 1451 2,150 1.801] 1.757| 1.751
Govermment Payments 1.421 812 464 518 419 509 470 480 600 696 326
Home Consumption 14 15 11 9 10 11 9 9 17 19 18
Inventory Adjustment 120 -237 216 814 -204 -519 -485] -1.459 1.761 1.218 -375
TOTAL REVENUES 14,313| 14,072| 16,707| 19,166| 17.636| 18,240\ 23,800 25.235| 27,747| 26.877| 24,148
EXPENSES
Farm Origin Inputs 4.606] 4.876| 5.625 6.082| 5.398| 5.692| 6.687| 8.852] 7T.B28| B8.455 8.631
Manufactured Inputs 1.604| 1,765| 2.157| 2.670| 2.480| 2.471| 3.168| 3.778| 3.547| 3.621| 3306
Other Inputs 1,987 2.257| 2.611| 2.678| 2.730| 2.527| 2.871| 2.961| 2.604| 3.140| 3277
Vehicle Regist./License 30 27 33 32 31 40 39 40 37 41 42
Property Taxes 470 580 640 670 710 760 790 770 1.050 1.050 1.050
Capital Consumption 755 787 796 848 888 905 047| 1.273| 1.434| 1.215 1.237
Payments to Stakeholders | 1.811| 1,783 1.011| 2213 2,231 2.360| 2.426| 2.838| 2.882| 2006 3.085
TOTAL EXPENSES 11,353| 12,076| 13,772| 15,192| 14.469| 14,754| 16,929 20,512| 19,382| 20.526| 20.627
NET FARM INCOME ‘ 2,961‘ 1,997‘ 2,934‘ 3,974‘ 3,16?‘ 3,485‘ 6,8?1‘ 4,722‘ 8,365‘ 6,351‘ 3,521‘




cash receipts through lower yield but this impact
would be tempered with the recent rally in wheat pric-
es. Growing season weather will play a critical role in
determining final crop cash receipts.

Livestock Outlook

The livestock industry has seen big changes in the last
couple of years with historically high prices. As we
move into 2015, prices in the beef industry remain
high while prices in the hog industry are lower than
2014. In the U.S., both the beef and the pork indus-
tries are marked for expansion through 2015, but due
to biological constraints it will take longer within the
beef industry. Within the beef industry, drought con-
ditions over the last several years caused further liqui-
dation of herds, driving beef prices to historically
higher levels. Nebraska’s beef cow numbers have
been declining since the peak in beef cow numbers on
January 1, 2012 at 1.88 million cows to 1.79 million
cows on January 1, 2015. These declines in beef cow
numbers translate into a decline of 4.2% in calf crop
numbers from 2013 to 2014. Beef prices early in
2015 are expected to be higher than in 2014, but may
move below 2014 prices during the fall with average
prices near or slightly above 2014 prices. Changes in
the livestock industry are expected to cause cash re-
ceipts from livestock in Nebraska to fall slightly from
$13 billion in 2014 to $12.9 billion in 2015, Table 1.
Cattle and calves cash receipts are expected to in-
crease in 2015 with slight declines in hogs, poultry,
and dairy. Demand will play a key role in prices for
the livestock industry throughout 2015 as well as con-
tinued drought improvements for the beef industry.

Government Payments

Expected government payments in

The 2014 Farm Bill eliminated the fixed, guaran-
teed payments to crop producers in 2014, amount-
ing to about $300 million per year. New crop pro-
grams are expected to provide substantial pay-
ments on the 2014 crop, but not until October
2015. As a result, total crop program payments
(including fixed payments) fell from $426 million
in 2013 to an estimated $20 million in 2014 be-
fore they are projected to rebound to an estimated
$150 million in 2015.

The 2014 Farm Bill also brought a return of disas-
ter assistance programs, primarily for livestock
producers. Previous disaster assistance programs
had expired in 2011 and the delay in a new farm
bill from 2012 to 2014 meant the absence of dis-
aster assistance programs as drought and other
agricultural disaster losses accumulated. The 2014
Farm re-authorized disaster assistance programs
retroactively back to 2011. As cumulative losses
were tallied, disaster assistance payments jumped
from $28 million in 2013 to an estimated $525
million in 2014 before they are projected to fall
back to a more typical $25 million in 2015 barring
any major agricultural disaster events.

Revenue, Expenses and Net Farm Income

Table 1 presents cash receipts from crop and live-
stock production showing substantial increases
over time. In contrast, government payments
have declined. Total revenue in 2005 was
$14,313 million and the forecast for 2015 is
$24,148 million — a 69% increase.

Figure 2
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Expenses have gone up as well. Farm origin, manu-
factured and other inputs, along with capital consump-
tion and payments to stakeholders, are each forecast to
be one-and-a-half to almost two times greater in 2015
than ten years earlier in 2005.

Revenue in 2014 and 2015 for the major crops and
livestock came from the cash receipts documented ear-
lier. The other line items for both revenue and expens-
es came from Nebraska's long-term average pro rata
shares of USDA's national forecast for the same. As a
result, the changes in cash receipts (revenue) for the
major crops and livestock accounted for most of the
changes in total revenue and net farm income from
2014 to 2015.

Net farm income for 2015 is forecast to be $3,521 mil-
lion, which is substantially lower than seen in the prior
four years, and close to the $3,485 million in 2010.
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