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Why they are
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producers and
lenders alike

Other news since the
issue’s release

How you can access
this and future
editions
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ighlight 1: NAFTA and US Agriculture

Inflation-Adjusted Trade Balances
« Since signing NAFTA in Billions (2009-100)
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production types S
« Only recently has there
been an ag trade deficit
* Negotiations progressing
(slowly)
Darker colors indicate a higher quintile (more impact)
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ighlight 2: Land Values

. 1.5%  mpasture Land mCrop Land mFarm Real Estate
United States

« USDA data puts average, @ F-=-------- (NN RNV SUURRRRIRY PRI

0,
per acre land values up 2.5%
2.3% nationally

6.00 Regions with Largest
6.29 Percentage Increase

Southern Plains

« No changein cropland; Southeast
increase driven by
pasture and building

values Pacific

8.7%

« Some regions reporting N 0.0% 2.0% 4.0% 6.0% 8.0% 10.0%
better conditions (Pacific
states in particular)

e Heart of Corn Belt still
showing modest
declines

* Mostly backed up by
other surveys and

indices (mostly...)

Source: USDA June Area Land Value Survey FABIER MAC REFRESH SEPT2017
\V/ Percentage Change in Farm Real Estate Value, 2016-2017 [l Declined up to 5% 5
\VZ, [ Increased up to 5%

[l Increased more than 5%
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Highlight 3: USDA Projections

« USDA projections do get
“better” over time

Absolute Percentage Error
25%
* Net Cash Income forecasts

improve more than Net Farm
Income

O,
20% Dispersion

(25th - 75th
Percentiles)

* August release tends to offer
the best look (i.e., the numbers
are least likely to move after the
August release)

15%

10%

» As predicted, USDA revised
2017 forecast up significantly in
their recent August release

Median

1
Improvem
in Forecast
Accuracy

5%

0%
February August November ~ February I February August November  February

v (Current YR) (Following ICurrent YR) (Following

v Net Cash Income yr)y | Net Farm YR)
Income

Source: USDA ERS Farm Income Forecasts, Historical 1
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Ighlight 4: Weather

September 26, 2017
(Released Thursday, Sep. 28, 2017)
Valid 8 a.m. EDT

Drought Impact Types:
r~ Delineates dominant impacts
8§ = Short-Term, typically less than
6 months (e.g. agriculture, grasslands)
L = Long-Term, typically greater than
6 months (e.g. hydrology, ecology)
Intensity:
[ DO Abnormally Dry
["] D1 Moderate Drought
[l D2 Severe Drought
B D3 Extreme Drought
B D4 Exceptional Drought

Author:
Brad Rippey
U.S. Department of Agriculture

The Drought Monitor focuses on broad-
scale conditions. Local conditions may
vary. See accompanying text summary for

forecast statements.
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http://droughtmonitor.unl.edu/

Source: Drought Monitor, University of Nebraska-Lincoln; NOAA
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Financing Rural America

Some drought persists in
upper Midwest and in

Montana

Cooler temperatures in the
Central Plains and Midwest

Major weather events
impacting ag (hurricanes and

wildfires)

Temperature Anamaly (°C) AUG, 2017

d a 7
\\ B P W , -
TR 7
2511 5%0.5 S AT 1.5 -
[ 7 R e U e =
N
i %) 5D
0.5, i T
2 il
=05
ey
B Y,
120m oo o

-4 -35 -3 -5 -2 -1.5 -1 =056 O

0 1 18 2 Z5 2 25 4

FARMER MAC REFRESH SEPT2017

7



FARMER MAC

100%
80%

60%

« Farm machinery is an
Important investment
decision with many factors
to consider

40%
20%

0%

Internal Rate of Return

-20%

-40%

« Tax deductions are
beneficial, but productivity
and resale value are
primary drivers of “good”
investments

30%
20%
10%

0%

* Investing cash in
machinery may have
consequences to working
capital down the line

-10%

-20%

Internal Rate of Return

-30%

40%
/
V.

Source: Internal Calculations
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Financing Rural America’

ighlight 5: Farm Machinery Investment

Breakeven is at 5%

(7$20k per year) \
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Annual Productivitv Gain (% of Purchase Price)

Breakeven is at 41%

(T$160k sale pricg)

60%

65%

35% 40% 45% 50% 55%
Resale Value (% of Purchase Price)
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Other News

Interest Rates?

Demand Strong
at Home and
Abroad

Financing Rural America’

2018 Crop Size
and Quality

Party in the
Protein Sector

RRRRRRRRRRRRRRRRRRRRRRRR



FARMER MAC

Details on The Feed

Quarterly publication

Focus on sectors and stories
relevant to the season

Available on the Farmer Mac
website to download or
subscribe
(https:/lwww.farmermac.com/thef

eed/)

Subscribers automatically
receive it via email

Send comments and requests to
thefeed@farmermac.com

Financing Rural America’

Publication Schedule

Winter

ER MAC REFRESH SEPT2017


https://www.farmermac.com/news-events/the-feed/

Questions?

Financing Rural America’
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Thank You!
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