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The Last 18 Months
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Ag Economy Barometer

“Pandemic”
“97m Acres of Corn”
“Commodity Price Tumble”

“Negative Oil Prices”

“Dec. Futures Hit $3.20”
“China Purchases Lackluster”

“Waiting on CFAP 2”

“Commodities Rally" 07/16 07/17 07/18 07/19
(ICFAP 2” Month & Year

Source: Purdue University Center for Commercial Agriculture, Producer Survey, July 2021

“China Buys Big”
“Grain Stocks Tighten”




2021 Looks
to be very,
very
profitable

Contribution Margin at Crop Insurance Prices,
Average Quality Indiana Farmland, 2007-2021

M Corn M Soybeans




Challenges Persist for Many Commodities

Annual Change in Cash Receipts

2017 w2018 m2019 ™m2020 m2021F

50%
40%

30%
20% I I
10%
O(}Z .._7 . |: . ---._ I - E I-- -
-10% - ‘@’ L . 1 !

-20%

S, billions

-30%




Direct Payments Led the Charge Higher

Direct Payments by Category
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Changes in Direct Farm Payments
(2020 versus Average 2018-2019)
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eal lotal Farm Debt Ahead?

(2021=100)
B Non Real Estate Debt M Real Estate Debt Sizeemdl Levels o 2000

Total Debt Projected Lower in
‘21
Real Estate Debt: +1.5%

“| ”” | Non-Real Estate Debt: -3.5%
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How Long Will The

Good Times Last?
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Global Acreage Rising Again

World Harvested Acres

(13 Primary Crops)
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Where are we?

Economic Cost of Production: Corn
Heartland Region

» Supply Shock, or mTotal Cost A Price
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Tight Stocks... But For How Long?

U.S. Soybean Ending Stocks to Use

U.S. Corn Ending Stocks to Use
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Fertilizer (and Other Inputs) Headed Higher

Fertilizer, IL Corn Fertilizer Expense (IL Prices)
Rate: 180-70-70
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China: 100m Acre Production Gap

China: Acres Harvested & Acreage Equivalent of
Domestic Consumption
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China: Soybeans

mmmw Production  mmmm Domestic Consumption — ===Share of Global Imports
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China: Corn
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Expect Sticker Shock in 2021

Cash Rent per Bushel of Corn Yield, Average Quality

Cash Rent for Average Quality Indiana
Indiana Farmland, 1976-2021

Farmland, 2010-2021
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Farmland Values Shoot Higher

Annual Changes in Cropland Values
(2021 versus 2020)
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Land Values Will be Strong Heading into 2022

Primary Drivers of Land Values

v’ Income
v’ Interest rates

v Local supply/demand

Price per Acre ($'s)

Real (2021 $'s) Price per Acre for Average Quality Indiana
Farmland, 1975-2021
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Cash Rent Divided by Average Indiana Farmland Value
and Yield on 10 Year US Treasury Bonds, 1976-2021
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Capitalization
Rates Are Very
Low but So are
Interest Rates




e 58,144 CURRENT VALUE
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At low interest rates,
asset values —
including farmland -
are very responsive to
changes
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Macro Economic Uncertainties

« Government Stimulus
e Fed Stimulus
e Economic Growth?

 Inflation Concerns
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W MarketWatch
Powell says he doesn't expect a 'large or sustained'
inflation outbreak

Downplaying the risk of a runaway inflation, Federal Reserve Chairman
Jerome Powell on Wednesday said he and his colleagues are focused .

Fwrooke ann

@ Poiitico

POLITICO Playbook: Larry Summers plays the skunk at
the Covid relief party - POLITICO

And the Senate passes the budget resolution Democrats can use for a hill.

2 weeks ago

Bl cnN
Jerome Powell and Janet Yellen aren't worried about
inflation. Maybe they should be

San Francisco Fed chief: Inequality is bad for the economy. New York (CNN
Business) Federal Reserve chair Jerome Powell and his __.
4 weeks ago

e MNBC Mews

Stock market rises after Yellen comments on need for
stimulus
Treasury Secretary Janet Yellen on Thursday said that tax hikes would be

needed to pay for at least part of Biden's infrastructure, climate and __.
3 days ago
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Inflation, but what do you really mean?

FIRED -~ — rerscnal Consumption Expenditures: Chain-type Price Index
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http://fred.stlouisfed.org/graph/?g=GbOj

Producers

Conversations




2021: Very Optimistic
2022: Cautiously Optimistic

e Balance the narratives:
1) optimism vs. 2) an uncertain future

« How are things going? Get specific:
 How much profit is from ad hoc payments?
» Balance sheet trends

 Think long-term and be strategic with...

* Risk management What decisions can we make in 2021 that
 Deploying profits will improve our position in 20267

 Pursuing “good deals”

What decisions can we make in 2021 that
will undermine our position in 20267




What Costs Can You Control?

Percent of Total Expenses, HQ IN Farmland, Average
1991-2015

Source: Derived from Purdue Crop Budgets, 1D-166, Corn-Soybean Rotation




Avoid Unforced Errors

“It's remarkable how much long-term advantage
people like us have gotten by trying to be
consistently not stupid, instead of trying to be very
intelligent.”

-Charlie Munger
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Thank You!

800-879-3276

opportunities@farmermac.com

Financing Rural America’
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