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World growth forecast down, led by weakening of emerging
markets and developing countries (not including coronavirus)
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Coronavirus tops macro global economy concerns; markets expecting
recovery
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U.S. dollar appreciated early in the year before declining across
many currencies

US $ appreciation in 1st and 2nd half of 2019
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U.S. agricultural exports by trade agreement status, size of trade

2020
Agreements: Rest of World
51% - $12.6B

Previous
FTAs: 14%
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Source: USDA, 2017 data No Agreement: 26% Notification of Intent: 8%
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U.S. agricultural exports in billion $ from 1990 to 2019 (FY) by
income level
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s/ U.S. agricultural exports forecast to rise $4 bil. in FY2020
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And where do we expect the largest growth in import demand?
Projected growth in global imports over the next ten years (2020-2029)

Coarse Grains: 37 mmts | Soybeans: 36 mmts Wheat: 30 mmts Meats: 9 mmts

Source: USDA
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A wet autumn further delayed an already slow U.S. harvest.

County Precipitation Ranks

September-November 2019
Period: 1895-2019
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National Centers for
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Figure 1. USDA Aug. corn production forecast minus average
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When USDA and the trade are on opposite pages, a price
correction is usually coming

Figure 3. Average Corn Futures Reaction to August USDA Reports,
Figure 2. Corn Dec19 Contract (cents/bu against the Market Surprise in the Production Forecast
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Forecasts of final corn production have been getting more accurate
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16 million acre decline in 2019 --- where do they end up?
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Global stocks in days of use: stocks are relatively high but
expected to decline over the next few years (except rice)
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New crop futures soybean:corn price ratio for 2020 points to a
large corn crop, with some basis effects
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Corn and rice prices expected to edge down in 2020/21

Crop 2016 2017 2018 2019 | 2020F

Wheat ($/bu) 389 472 516 455  4.90 8%

Corn ($/bu) 3.36 3.36 3.61 3.85 3.60 -6%
Soybeans ($/bu) 9.47 9.33 8.48 8.75 8.80 1%
Cotton (cents/lb) 70.5 68.6 70.3 63.0 64.0 2%
All Rice ($/cwt) 104 129 126 130 120  -8%

Data: USDA-OCE.
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Cropland area mostly up from last year

Crop (mil. acres)| 2016 2017 2018 | 2019 | 2020F

Corn 94.0 90.2 88.9 89.7 94.0 5%
Soybeans 83.5 90.2 89.2 76.1 85.0 12%
Wheat 50.1 46.1 47.8 45.2 45.0 0%
Cotton 10.1 12.7 14.1 13.7 12.5 -9%
Other feedgrains 12.6 10.7 11.0 10.8 11.1 3%
Rice 3.2 2.5 2.9 2.5 3.1 21%

Total 8 crops 253.4 252.3 2539 238.0 250.7 5%
CRP 23.9 23.4 22.6 22.6 22.7 0%

8 crops +CRP 2773 275.7 2765 260.6 272.7 5%

Source: USDA-OCE. Area planted. Values in red denote record levels.
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Record production projected in 2020

Exports Exports Exports
as a % of as a % of as a % of
ltem 2010 prod. 2019 prod. 2020F prod.
Billion pounds
Beef 26.3 8.7% 27.2 11.1% 275  12.0%
Pork 224  18.8% 276  22.9% 289  25.5%
Broilers 36.9 18.3% 439  16.2% 45.8 16.2%
Total* 92.1  15.2% 105.2  16.3% 108.8  17.3%
Billion pounds
Milk? 1929 15.8% 218.3  19.0% 2220  19.6%

Data in red denote record levels. ! Total red meat and poultry. 2Skim-solids basis
Data: USDA-OCE. exports as a percent of total milk production
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African Swine Fever shocks China and global pork supply

China pork production, supply and demand . :
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Prices: hogs, milk up, broilers down; steers largely unchanged

AONIS 2017 ZAONRS AONRS 2020F
o

Dollars per cwt

Steers 120.86  121.52 117.12 116.78 117.00 0.2%
Hogs 46.16 50.48 45.93 47.95 49.00 2.2%
Broilers 84.3 93.5 97.8 88.6 87.0 -1.8%
Milk 16.30 17.65 16.27 18.60 18.85 1.3%

Data: USDA-OCE.
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Recent milk production increases driven by cow numbers and
milk per cow gains

Cow numbers Milk/cow/day

(Thousands) (pounds)
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==\ilk per cow per day
8,800 0.0

Data: USDA
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U.S. Dairy Herd by Size of Operation
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Data: USDA-NASS.

Milk Cow Operations

Inventory with Inventory

(millions) (thousands)
1997 9.1 125.0
2002 9.1 92.0
2007 9.3 69.9
2012 9.3 64.1
2017 9.5 54.6
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Distribution of Milk Production Cost by Farm and Production
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Data: USDA-ERS, Agricultural Resource Management Survey, 2016.
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How optimistic are you about economic prospects over the

next 6 months?
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Distribution of farm household income shows half of all farms
earn negative farm income
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$100,000
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Percentile

Source: USDA-ERS, Agricultural Resource Management Survey, 2018
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Net returns are expected up, with lower expected government
payments and crop insurance indemnities

]
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I — _ . ]
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®m Federal crop insurance indemnities minus premium
Direct government payments
m Net farm income minus government payments and net federal indemnities
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Prevent plant boosted insurance indemnities in 2019 by > $4

billion
Billion dollars Loss Ratio
(20209%)
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33

MFP payments overlap areas where estimated damages are the

highest

Total MFP2 Payments, 12-2019 Exports of Major Tariff Affected Commodities, 2017

MFP (Mil)
Jo-%0
[ ]s1-100

Exports (Mil)
[ Jo-200
[ J201-500

[ 101-250 [ 501- 1000
I 251 - s00 B I 1001 - 2000 .
I 01 - 1183 Total MFP2 Payments 12/2019: 10,673 Million I 2001 - 5072 Commodities include: Soybeans, Pork, Cotton, Dairy

Total Exports for these commodities: 78,326 Mil.
Source: ERS

Source: USDA
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Debt-to-assets ratio remain low --- 13.59%, and debt financing
cost falling despite total debt at historic levels
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(2020%)
“Interest 70% $500
repayr.ne”nt o 2020, $425.3B $450
S eren o 3400
Expenses >0% $350
divided by 40% $300
(NFI before ; 2020, 15.22% ~ $2°0
interest and 30% ’ $200
taxes) 20% $150
10% $100

$50

2020, 13.59%
0% ’ $0

LO O «—1 M L
o
o

N~
OHHHS
1 = — H —H 4 4 N N «N

1977
1979
1981
1983
985
987
989
991
993
995
997
999
001
003
2019

N~

8 o O O O
N N N N N N
Debt (right axis) ===Interest repayment capacity ==Debt to asset ratio

Data: USDA-ERS



l& Office of the Chief Economist
- United States Department of Agriculture

The percentage of corn, soybean, and hog farm businesses
that are very highly leveraged has been trending upward

14%
12%
10%
8%
6% A
4% A z
2% A\
0%
FEFE ST TS S T s T s o
—=Corn specialized farms ==Soybeans specialized farms Hog specialized farms

Data: USDA-ERS. Note: very highly leveraged farms have debt to asset ratios of >70%.



Bankruptcy Rate / 10,000 farms
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. Many states remain near

S 10 their 10-year average
o
= bankruptcy rate.
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Data: U.S. Courts Number of bankruptcies in 2019 per 10,000 farms



USDA

= Office of the Chief Economist

- United States Department of Agriculture

Negative returns for some heading into 2020
--- not including government payments

AR, conventional,

Central IL, high

Central IL, high

South Central KS,

acre using total costs

furrow irrigation | prod, after soy | prod, after corn continuous
2020F Cotton Corn Soybeans Wheat
Market returns:
Total costs (dollars/acre) $952 $864 $617 $271
Value of production (dollars/acre)
(includes cottonseed value for $923 $835 $540 $211
cotton)
Market returns per ($28) ($29) ($77) ($60)

Data: lllinois, Arkansas, Kansas extension farm management budgets; MFP for 2019 tranche 3 only.
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Concluding Remarks

1. Current conditions point towards an improved outlook for 2020
« Trade deals will Improve our access and trading opportunities
 Areturn to more normal trade will lower friction

2. Economic fundamentals are stable
* Interest rates remain low and keep borrowing costs down
* Equity remains high relative to debt
« Stable land values

3. Weather conditions will likely be better
« Corn and soybean area likely to be up from 2019
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Concluding Remarks (con’t.)

4. Livestock sector poised for continued growth

 Modest growth in beef production, stronger growth in pork and
poultry

« Growing opportunities for meat exports reflecting the Phase One deal,
U.S.-Japan agreement, and global income growth

5. International competition in crop and livestock production is intense
« Corn and soybean expansion continues in Brazil

6. U.S. productivity remains remarkably strong

e Continued investment in technology and innovation key to
maintaining markets and profitably, and feeding a growing global
population
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Expectations for 2029/307?

OCrop production versus planted acres
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In 2017, 2.0 million farms produced 561
million metric tons of crops --- an increase of
more than 400% on 9% fewer acres, feeding
and clothing 330 million Americans and
exporting food and fiber to help feed and
clothe billions globally.
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And over the next 10 years, we would expect

an additional 90 million tons of production. —=Total metric tons (millions) = —Total planted acres

Data: USDA-NASS; USDA Baseline.
Note: USDA WASDE crops included in the chart are
wheat, corn, sorghum, barley, oats, rice, soybeans, and cotton.
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The number of
undernourished
people in the world
still number more
than 800 million, and
IS heading in the
wrong direction

Source: FAO, SOFI| 20109.
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