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Legal Disclaimer

This presentation has been prepared by the Federal Agricultural Mortgage Corporation (“Farmer Mac”) as of the date of this presentation only and is solely 
furnished for historical and general informational purposes only. For the purposes of this notice, the presentation shall mean and include any slides that 
precede or follow this notice, the oral presentation of the slides by Farmer Mac or any person on behalf of Farmer Mac, any audio-visual materials, any 
question-and-answer session that follows or precedes the oral presentation, hard copies of this document and any materials distributed at, or in connection 
with this presentation (collectively, the “Presentation”).  Farmer Mac’s business, financial condition, results of operations, and prospects may have changed 
since the date of this Presentation. Please refer to Farmer Mac’s most recent SEC filings for more information. The Presentation does not constitute or form 
part of, and should not be construed as, an offer to sell or issue, or the solicitation of an offer to purchase, subscribe to or acquire, any securities of Farmer 
Mac.  No part of this Presentation, nor the fact of its distribution, should form the basis of, or be relied on in connection with, any contract or commitment or 
investment decision whatsoever.  Neither this Presentation nor any copy of it may be transmitted in the United States, or distributed, directly or indirectly, in 
the United States. Any failure to comply with this restriction may constitute a violation of United States securities laws.  

This Presentation contains certain confidential information regarding Farmer Mac. Your acceptance of this Presentation constitutes your agreement to keep 
confidential all the information contained in the Presentation, as well as any information derived by you from the information contained in this Presentation 
(collectively, “Confidential Information”) and not disclose any such Confidential information to any other person. Farmer Mac does not make any 
representation or warranty, express or implied, as to the accuracy or completeness of the information contained in this Presentation.  Certain information 
contained in this Presentation has been obtained from sources outside of Farmer Mac.  While such information is believed to be reliable for purposes used 
herein, no representations are made as to the accuracy or completeness thereof and Farmer Mac does not take any responsibility for, and has not 
independently verified, any such information.  Certain information contained in the Presentation discusses general market activity, industry or sector trends, or 
other broad-based economic, or market conditions and should not be construed as research.  Opinions expressed reflect the current opinions of Farmer Mac 
as of the date of the Presentation only and are based on Farmer Mac’s opinions of the current market environment, which is subject to change.  

This Presentation may include forward-looking statements that reflect management’s expectations, as of the date of the Presentation, for Farmer Mac’s future 
financial results, business prospects, and business developments, which necessarily involve a number of assumptions and estimates and the evaluation of 
risks and uncertainties. Please refer to Farmer Mac’s most recent SEC filings, which discuss important factors that could cause actual results to differ 
materially from these expectations. Farmer Mac undertakes no obligation to update the forward-looking statements contained in this Presentation.
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Pulse of the Agricultural 
& Rural Economy Challenges
 Margin compression, resilient, inflated cost, lower commodity prices
 Higher interest rates 
 Impact on operating money
 Possible impact on long term rates- “resets”

 Shrinking working capital and cash positions
 Storage of grain commodities with declining prices
 Protein sector, dairy, poultry & pork margin compressions
 Beef & livestock industries continue to be economically strong
 Land values
 Reduced number of buyers in some areas
 Solid demand in other areas
 Cash rents: resiliently high
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U.S. Farm Real Estate Values
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Source: Dr. Steve Isaacs, University of Kentucky

This maybe 
where we 
are headed.



Quick Global Economic Assessment

 China
 Demographic
 Housing decline
 Stock decline
 Sanction/tariffs/trade

 India
 Farm policy protectionism

 Europe
 Tourism
 Green wave 
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 Mexico/Canada
 New leader, same policy
 Canada: slow economy

 Southern Hemisphere
 Belt & Road Initiative
 Currency challenges



U.S. Economy Snapshot

 ALICE (asset-limited, income-constrained, employed)
 Government debt $1 Trillion increase every 100 days
 Credit card debt = $1.3 Trillion
 LEI, PMI, Consumer Sentiment, Inverted Yield Curve
 Delinquency on credit card debt & auto loans highest 

level since 2012
 Government money driving A.I. (artificial intelligence) & 

green energy
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U.S. & North American Economy
 29% of global economy or 

approximately 5% of population
 Economic expansion longer, 

recession shorter
 Inflation & interest rates
 Zero bound over
 R-Star
 Stock market driven by A.I. and debt
 Federal debt
 Canada & Mexico
 Natural resource- demographics
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Factors for Interest Rate Decline

 Issue of Federal Reserve credibility!
 Core inflation <2.5% instead of 2.0%
 Unemployment false reading!
 Retail/consumer sales decline
 Interest rates globally
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Long Term Interest Rates 

 Federal Reserve Rate 2.25% - 3.25%
 Prime Rate 5.25% - 6.25%
 Business/individual interest rates 

generally 1 - 4% above Prime
 Size of the loan
 Risk
 Market perception of risk

 Other
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Lenders: 
What is Headed Your Way?
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Lenders: What is Headed Your Way?
Lower Coverage Ratios
 Operating losses
 Refinances at higher rates
 Substantially higher living costs
 Low 20% negative ratios
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Lenders: What is Headed Your Way?
Decline in Working Capital
 Devaluation of inventory
 Operating losses
 Capital expenditure decisions
 Lenders replenish working capital
 Plan to preserve
 Burn rate
 Long term debt obligations
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Lenders: What is Headed Your Way?
Monitoring Intensity!
 Once a year is not acceptable
 Accounts payable
 Credit card debt buildup
 Numbers decline, acceleration in larger customers
 Producers seeking new lenders
 Split lines of credit
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Lenders: What is Headed Your Way? 
Surprises
 Fraudulent activities
 Bills unpaid & left off payables
 Capital expenditures – deferred payments & maintenance
 Non-collectible accounts receivable
 Custom work
 Grain/livestock
 Loans from friends and/or relatives
 Machinery & equipment values decline by 50%
 Divorce, depression & disengagement
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The Art & Science of Ag Lending
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Financial
• Analysis
• Ratios
• Trends
• Sensitivity
• Peers
• Equity 
• Liquidity
• Coverage

Non-Financial
• Honest
• Sound Manager
• History
• Commitment
• Adaptable
• Communicate 

Story

Quantitative Qualitative

How Do They Link Up?  Connect the Dots!  

Credit 
Decision



Agricultural Lending Financial Spectrum
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Collateral Lender Profit, Cash flow, Sixth C Lender

 Don’t know cost of production
 Monitor financials once a year for 

tax reasons, no ownership of the 
numbers

 Shoot from the hip, marketing & risk 
management

 Family living cost issues
 Lender develops the statements
 <25% debt to asset ratio with land 

collateral

 Knows cost of production & break evens 
via enterprise

 Develops & monitors financials & cash 
flows frequently

 Marketing & risk management plan 
executed and monitored

 Family living budget separate from the 
business budget

 Team of advisors
 Aforementioned is critical for producer 

renting & leasing and > 50% debt to 
asset ratio.



The more you go down the 
pier, the deeper the water.  
This increases the need for a 
higher level of expertise, and 
there are fewer options.

Bridge & Pier Concept

 Are you building a bridge or a pier?
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Refinance #2

Refinance #3

Refinance #1



Playing Defense vs. Risk

 Defensive Line = Cash Flow & Profits
 Linebackers = Working Capital
 Pre-Safeties = Equity
 Safety = Collateral
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This Photo by Unknown Author is licensed under CC BY-SA

http://en.m.wikipedia.org/wiki/Offensive_line
https://creativecommons.org/licenses/by-sa/3.0/


Business IQ: Management Factors
Critical Questions for Crucial Conversations
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Your Score

1. Knows cost of production

2. Knows cost of production by enterprise

3. Goals - business, family, & personal

4. Record keeping system

5. Projected cash flow

6. Financial sensitivity analysis

7. Understand financial ratios, break evens

8. Work with advisory team and lender

9. Marketing plan written and executed

10. Risk management plan executed

11. Modest lifestyle habits, family living budget

12.
Written plan for improvement executed & 
strong people management

13. Transition plan/Business Owner plan

14. Educational seminars/courses

15. Attitude

0

Score
35-50

24-34

<24

2024 Version - Developed by: Dr. David M. Kohl, Professor Emeritus, Ag & Applied Economics, in cooperation with Dr. Alex White, Dairy Science, Virginia Tech

Written* In head No idea

Written* In head No idea

Green (3 points or 4*) Yellow (2 points) Red (1 point)

Written In head No idea

Accrual adjusted Schedule F (one & done) No idea

Written* In head No idea

Sometimes Never

Written* In head No idea

Written* In head No idea

Proactive Reactive Indifferent

Yes* Sometimes Non existent

Yes Working on plan Non existent/controversy

Farmer Checklist

Yes* Sometimes Never attend

Yes Sometimes Never

Yes* Sometimes Non existent

Yes* Sometimes Never

Yes

Weak management rating, potential major issues in resiliency & agility

Moderate management rating, potential issues in resiliency & agility

Strong management rating, strong potential for resiliency & agility
Overall Analysis*Extra Points:

- Progressive Business may receive 4 points  for #2,6,7,8,14
- Struggling Business Attempting Turnaround may receive 4 
points for #3,5,8,11,12
(See pg. 2 for Progressive and Attempting Turnaround definitions)



Business IQ Exercise

 After completing the Business IQ: Management Factors 
Scorecard, what are three areas/points in your business that 
you will continue and three areas/points for improvement?
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Three areas/points to 
continue:
 ______________________
 ______________________
 ______________________ 

Three areas/points to 
improve:
 ______________________
 ______________________
 ______________________ 



Business IQ Scores & Successfully 
Navigating Adversity 

Business IQ 
Score

Success Rate in Adversity Stoplight 
Indicator

<25 Very low Red

26-30 Low to moderate Red

31-39 Average to above average Yellow

40+ High to very high Green
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The Burn Rate on Working Capital
 Defensive
 Current Assets:      $2,000,000

-Current Liabilities:  $1,000,000

= Working Capital:   $1,000,000

Projected Loss: $500,000

$1,000,000 (Working Capital) = 2 Years
$500,000 (Projected Loss)

Green >3.0 Years
Yellow 1.0-3.0 Years
Red < 1.0 Year

 Offensive
Current Assets:       $1,000,000
-Current Liabilities:  $   200,000
= Working Capital:   $   800,000

Debt Service Payments: $160,000

$800,000 (Working Capital) =  5 Years
$160,000 (Debt Service Payments)

Green >5.0 Years
Yellow 2.5-5.0 Years
Red < 2.5 Years
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The Burn Rate on Core Equity
(Assume $500,000 Earnings Loss & 20% land value decline)

Assets- Market 
Value

Estimated 
Value

Loan 
Maximum

Collateral 
Position

Remaining 
Principal

Equity 
Excess 
Reserves

1. Long Term    
(20% Decline on 
Land)

$6,000,000
$4,800,000

X    70%
X    70% 

= $4,200,000
= $3,360,000

- $2,200,000
- $2,200,000

= $2,000,000
= $1,160,000

2. Intermediate $3,000,000 X    60% =$1,800,000 - $800,000 = $1,000,000

3. Current $1,650,000 X    80% =$1,320,000 - $860,000 = $460,000

Burn Rate: Land & Long Term Equity Reserves= Excess Reserves = $2,000,000 = 4.0 Years
                                                                                 Earnings Loss¹        $   500,000

Burn Rate: Land & Long Term Equity Reserves= Excess Reserves = $1,160,000 = 2.32 Years
        (20% land value decline) Earnings Loss¹        $   500,000

             ¹ Assume Earnings Loss of $500,000Red < 4.0 Years = Vulnerable
Yellow 4.0-7.0 Years = Resilient
Green > 7.0 Years = Agile
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Trouble Shooting Matrix
Insufficient Repayment Capacity

Cut Business Cost Reduce Four Largest Expenses: Crop, Feed, Labor, ??

Non-Farm Revenue Job Stability/Availability, Job Cost
Job Earnings, Skills, Time Management

Increase Capital Asset 
Utilization

Cut Living Withdrawals

Restructure Debt

Capital Infusion

Liquidation/Bankruptcy

Evaluate/Sell Capital Assets, Deferred Taxes

Purchase Financial Software, Small Cost Containment

Longer Term, Interest Only, 
Principal/Interest Deferred

Equity Capital, Family Capital, 
Supplemental Cash Flow

Voluntary, Involuntary,
Chapter 7, 11, 12, 13

Increase Income Increase Production, Increase Price
Risk Management Strategies: Improve Earns & Turns



Banker & Borrower Engagement: 
Both Sides Add Value
Borrowers: Bankers:

Provide up-to-date balance sheets Monitor financials 

Provide quality projected cash flow Provide feedback on financials

Complete financial sensitivity testing on prices, 
costs and interest rates

Provide financial benchmarking

Articulate goals Are part of the advisory team

Fill out a short and long term Business IQ Fill out the Business IQ Assessment

Use financials & Business IQ for managing the 
business

Demonstrate the C’s of banking
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Top Questions 

 Is this economic cycle the same as the 1980s cycle?
 What are five positive strategies used for turn arounds in 

1980s businesses?
 What are mistakes that lenders are making in the downturn?
 What are the positives of an economic down cycle in ag?
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 Farm Progress Weekly Article: 
https://www.farmprogress.com/author/david-kohl

 Ag Trends & Insights Videos
https://agwestfc.com/education-and-resources/industry-and-
economic-insights/economic-updates/agricultural-trends

 Dave’s GPS & Dashboard Indicators 
https://www.farmermac.com/news-events/daves-gps/ 

Office: 
(540) 961-2094 
Alicia Morris

Scheduling: 
(540) 493-2724 
Angela Meadows 

Email: 
sullylabvt@gmail.com 
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Online Articles: Dr. David Kohl’s 
Contact Information:

https://agwestfc.com/education-and-resources/industry-and-economic-insights/economic-updates/agricultural-trends
https://agwestfc.com/education-and-resources/industry-and-economic-insights/economic-updates/agricultural-trends
https://www.farmermac.com/news-events/daves-gps/
mailto:sullylab@vt.edu
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Q&A
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