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Farm Belt Bounces Back

Carn, Sogbean, Cotton Prices Advaner as Asion Demand Lifts U8 Heartland
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Recession .
Finally Hits “It is safe to say
%ﬁw%i:ln that the global

e X

—— recession has

e finally shown up
e on the doorstep of
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U.S. Economy = Slow Recovery
Quarterly Change in U.S. Real GDP

Annualized percent change
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« The talk about “the new normal”?

The warld has changed since early 08 or even '09. The nest 10 years wil
ivohae . lation, and tion. Countries will
DECOME MOre profectrae n terms of mild [aners or curency desaluation. The
result is a "new normal® of slower growth in the U S, and global economies

I an economy grew 3t 3% to 4% annually over the [ast 10 years, then it
grow 3t 1.5% to 2% over the nest 10, We espect returns will be half of what
they were in the past decade.

| reject Bill Gross's thesis of the "new normal " | don't believe we'll see slow
growth. You have to talk about productivity growth, and that depends on
innovation and research. ¥We may he entering a golden age of such
innowvation because of the explosion of the Internet and international
communication. That's what produces breakthroughs

!
Jeremy Siegel UKAg
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* | don’t think anyone
fully understands yet
M how much damage

' was done to the U.S.
economy by the
events of September
2008.

" Daniel Henninger

WSJ 9-10-09
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Jobless Recovery
Change in Payroll Employment
and Unemployment Rate

Change from previous month (Thousands) Percent
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Kentucky Unemployment Rates* by County
September 2010

Kentucky: 9.8%

Jobless Recovery
Change in Payroll Employment
and Unemployment Rate
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HOUSEHOLD DATA
NOT SEASONALLY ADJUSTED

AM. fer v, e, el
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6.1 million long-term
unemployed
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Some simple math about
“Jobless recovery” and KY agriculture

» What is the official definition of a “farm”?
* How many “farms” do we have in KY?

UKAg




Some simple math about
“Jobless recovery” and KY agriculture

» What is the official definition of a “farm”?
“any operation that sells at least $1000 of
agricultural commodities or would have sold
that amount of produce under normal
circumstances.”

KY =~ 85,000 “farms”

UKAg

“Jobless recovery” is not good news
for rural Kentucky
» Kentucky’s 85,000 farms are dependent on
off-farm jobs.
» >35,000 principal operators worked 200+ days
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Some simple math about
“Jobless recovery” and KY agriculture

» $22,050 Poverty level income, family of four
$100,000 gross sales x .2 = $20,000
~6,000 farms in KY

» $41,538 Median household income in KY

$207,500 gross sales x .2 = $41,500
~3,000 farms in KY

UKAg

Off th e far m. Kentucky Unemployment Rates* by County

September 2010

Kenbucky. 9.5%

Don't forget where the
financial crisis began...
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RealtyTrac 9-30-10
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Despite low interest rates, it will take more
time to work out the housing mess.

Compare Mortgage Rates

Loan Type Rate APR
30 'rrs Fixed Rate 3.58% 4. 06%:
15 vrs Fized Rate 3.368%% 3.61%

5/1 adjustable Rate 2.75%% 3.37%

Herald-Leader 10-15-10
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This cannot be “normal” ...
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This cannot be “normal” ...

Bloomberg BusinessWeek, August 9, 2010 UKAg

10 pay for inflaton protection A S e o, e
=
swarEys SRaih ERRiE MRGEn Sl
[ B S T s
R ST DR Yheens RES
B e it B SRR B

- T D T T L L SRS T

“...for the first time ever they paid sub-zero yields on
TIPS...ayield of -.55%"

USA TODAY, October 26, 2010




"USA Today, 11-24-2010 |

Bailout + Credit Programs + Stimulus = $10T!
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Bailout + Credit Programs + Stimulus = $10T!
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$10,155,300,000,000

Federal Budget Surplus/Deficit
1997-2011
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' Budget Defict]
B Revenues
8 Outlays
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Total Debt Held by the Public
and Net Interest Costs

Billion $
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Total Debt Held by the Public
and Net Interest Costs
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Total Debt Held by the Public
and Net Interest Costs

CBO’s Bascline Budget Projections
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CBO’'s Baseline Budget Projections
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Where your tax dollars go (WSJ):
Two hypothetical couples:
Working couple — $200,00 ($42,978 taxes)
Retired couple -- $100,000 ($7,555 taxes)




Where your tax dollars go (WSJ)?
Two hypothetical couples:
Working couple — $200,00 ($42,978 taxes)
Retired couple -- $100,000 ($7,555 taxes)

#4 Interest on national debt, $2284/$401
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Where your tax dollars go (WSJ)?
Two hypothetical couples:
Working couple — $200,00 ($42,978 taxes)
Retired couple -- $100,000 ($7,555 taxes)

: \#10 Food stamps, $661/$116

#24 Ag subsidies, $139/$25

Outlook for 2011

o Frustratingly low economic growth.
« Jobless recovery for 2-3 years.

e Low interest rates, at least for

one more year.

o +/-1.5% inflation now, risk of
higher inflation

« Massive federal deficits limit

policy options, squeeze programs.

ECONOMIC FORECASTS
GDP growth
Slow growth -- +1.5% t0 2.5%
Interestrates |
Remain low — Prime to 2.75% -
4% by summer 2011
B
Low in near temn; rising risk in
2011
Energy Prices
Crude oil trends in $60-§30
range; natural gas price
remains |ow
[ Unemployment
Slowly declining over 2-3 years;
jobless recovery
Trade deficit
Large but anageakle
Budget deficit
Another near-record high of
$1.37 declines to $1T in 2011
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Agriculture: A Bright Spot in the Slow

Economic Recovery
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KY Agricultural Cash Receipts
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U.S. Net Farm Income
Net Farm Income rebounds strongly in 2010

Billion Dollars
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10-year average: 4949
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Source: USDA, ERS
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KY Cash Receipts and Net Income
Kentucky follows the trend?
$ billion

----$3.93B
@ Cash Receipts
O Net Farm Income

---$1.37B
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COMMOBITIES

Commodity Prices Surge

Geld, Cotton Touch New Highs as Ped Stimulus, Chinese Growth Drive Demand

B

Raw Power | Commodities fueled by the Fed
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“Strong” or “Weak” Dollar?

Trade Weighted Exchange Index: Bread (TWEXR)
Seurce: Board of Governors of the Federal Reserve System
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u.s. Agricultura] Trade

Exports rebound to record-high levels
Billion $
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“Weak” Dollar?
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xchange Index: Broad (TWEXB)
[rmors of the Federal Reserve System
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Big Mac In Lol InU.S.
Index Cwirency dollars
¥ U.S. $3.73 3.73

5 Brazil Real 8.71 5.20

g China Yuan 13.2 1.96

E Eurc Zone Furo 3.38 34.60

= Mexico Peso 32 2.56
Norway Kroner 45 .77
Japan ¥ 320 3.85
Russia Ruble 71 $2.37 | o e =
South Africa | Rand 18.5 2.69
Sweden S Kr 48 7.22
Ukraine Hryuma 1+ | $1.80 UKA,g
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Outlook for Ag in 2011 Outlook for Ag in 2011

o Will the world and U.S. economies continue to grow? o Will the world and U.S. economies continue to grow?

Top Ag Export customers:
Canada
Mexico
China
Japan
S. Korea
E.U.

UKAg UKAg

Outlook for Ag in 2011 Outlook for Ag in 2011

o Will the world and U.S. economies continue to grow?
®“Jobless recovery” will continue to impact KY farmers
and rural communities for 2-3-4 more years.

o Will the world and U.S. economies continue to grow?
®“Jobless recovery” will continue to impact KY farmers
and rural communities for 2-3-4 more years.

eAnother year of favorable weather?

UKAg UKAg
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Outlook for Ag in 2011

o Will the world and U.S. economies continue to grow?
e“Jobless recovery” will continue to impact KY farmers
and rural communities for 2-3-4 more years.

e Another year of favorable weather?

o Will there be wildcards in the deck for Ag in 2011? No
major food safety issues, trade wars, open conflict on
the Korean Peninsula, etc.

UKAg
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