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Main points to cover

1. Recap where we were in Feb
« Economics
 Weather and planting expected to be better
« Trade agreements (Japan, USMCA, China)
2. What has happened since --- COVID + some
recovery
* Prices
* Trade

3. Policy developments

Coarse Grains: 37 mmts

Wheat: 30 mmts
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Unprecedented shock to all economic sectors

Unemployment insurance recipients during recessions

—=1990 oil price shock (1990)
Dotcom (2001)

——Great Financial Crisis (2007)

-—Covid-19 (2020)

Claim as % of eligible population
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Months from start of NBER recession

Source: Bureau of Labor Statistics. NBER. Values as of August 22", 2020
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IMF forecasts continue be revised downward

Global GDP Growth Advanced and Emerging GDP
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Source: IMF World Economic Outlook GDP forecasts as of June 24, 2020
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Agricultural commodities most closely linked to
macroeconomic conditions have seen largest price declines

Ag. commodity futures prices changes, YTD

Milk IV

Live Cattle
Lean Hogs
Corn

Wheat, Spring
Rice

Cotton

Milk 11
Wheat, SRW
Wheat, HRW
Soybeans

-30% -25% -20% -15% -10% -5% 0% 5% 10%

Source: Refinitiv. Percentage changes as of closing September 15, 2020
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Forecast modest increase in net cash income, including an increase in
direct government payments, but decline in cash receipts
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Debt-to-asset ratio remains low --- 13.95%, and debt financing
cost falling despite total debt at historic levels

Percent Billion dollars
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Farm bankruptcy rates are slowly increasing
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Characteristics of US farm programs over time
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Cropland area mostly up from last year --- small changes

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

Corn 94.0 90.2 88.9 89.7 920 94.0
Soybeans 83.5 90.2 89.2 /6.1 83.8 85.0
Wheat 50.1 46.1 47.8 45.2 443 45.0
Cotton 10.1 12.7 14.1 13.7 122 125
Other feedgrains 12.6 10.7 11.0 108 116 111
Rice 3.2 2.5 2.9 2.5 2.9 3.1

\/

February AOF Sep WASDE

Source: USDA-OCE. Area planted. Values in red denote record levels.
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i . . . June 2nd
Corn condition declined in lowa during the summer, _—

while other areas saw periodic improvements.

Corn Condition vs 5 Year Average
5-24-2020 through week ending 9-13-2020
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Better planting conditions and lower global demand are
anticipated to lower prices

Wheat ($/bu) 3.89 472 516 4.58 450 -2%
Corn ($/bu) 3.36 3.36 3.61 3.60 3.50 -3%
Soybeans ($/bu) 9.47 9.33 848 8.55 9.25 8%
Cotton (cents/lb) 70.5 68.6 70.3 595 500 -1%
All Rice ($/cwt) 10.4 129 126  13.2 12.6 -5%

Source: USDA-OCE. Marketing year national average price. Values as of Sep. 2020 WASDE.



USDA

=—— Office of the Chief Economist

- United States Department of Agriculture

2020/21 Global Crop Production Forecast to Increase Except Cotton

MMT
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Data: USDA. Sep. 2020 WASDE. Million metric tons except cotton, which is million bales. Change from 2019/20 in volume.
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US beef production expected to slowdown in 2020 but pickup
in 2021

Billion pounds

Beef 26.3 269 272 275 27.0 27.4

Pork 25.6 263 27.6 289 282 284
Broilers  41.2 42.6 439 458 446 45.0

Total* 100.2 102.4 1053 108.8 106.3 107.3

Billion pounds
Milk 215.5 217.6 218.4 222.0 2220 2254

\/

February AOF Sep WASDE
Source: USDA-OCE. Values in red denote record levels. Values as of Sep. 2020 WASDE. 1Total includes all red meat and poultry
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Spread Between Comprehensive Boxed Beef Price and Dressed
Steer Price*
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150.00

$/cwt
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50.00

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
-==2015-19 Average 2019 =2020

_ *5-Area, Dressed Steer, Delivered - All
Source: USDA. Grades
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Producer prices moving in opposite directions

$/cwt Cattle and Ground Beef $/lb $/CWT (milk) Dairy $/gal (milk
200 5.5 28 ®
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—o—Farm —e—Whole milk
—o—Cattle —e—Ground beef

Data: BLS, USDA
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Raising questions about margins

$/CWT (hogs) $/lb (Bacon) $/bu $/Ib (bread)

Hogs and Pork Wheat and Bread

(wheat)
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Data: BLS, USDA
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US meat and dairy prices

Dollars per cwt

Source: USDA-OCE. Values as of Sep. 2020 WASDE. Total includes all red meat and poultry

Steers 122.0 117.1 116.8 106.8 1095 3%
Hogs 53.60 4593 4795 38.87 44.25 14%
Broilers 93.50 97.80 88.60 70.00 8130 16%
Milk 17.69 1627 1863 1825 17.05 -7%
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https://www.capitalpress.com/nation_world/agriculture/virus-outbreak-disrupts-ag-trade-
with-china/article_a9115cae-4f54-11ea-a30f-77b46dc33749.html
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Covid19 Trade Disruption inflicted more sectorally than by
country

Fig 4. Change in exports under Covid, 2020Q2 change over same quarter, previous year
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Agricultural export values, China share, projected to rise
slightly in FY2021

Billion dollars China Share
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African Swine Fever hits German

LlGerman Pork Carcass Price

U.S. Pork Carcass Price

Source: USDA using Bloomberg data.
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Accumulated Weekly New Sales To China
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U.S. ag and food exports to Canada and Mexico slightly down
In 2020 compared to 2019 (Jan.-July.)
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Top Agricultural Exports to Canada
and Mexico, 2019

1. Corn ($3.1 billion)

Prepared Food ($2.8 billion)*
Fresh Vegetables ($2.2 billion)*
Dairy ($2.2 billion)

Soybeans ($2.1 billion)

Fresh Fruits ($2.1 billion)

Pork & Pork Products ($2.1 billion)
Beef & Beef Products ($1.8 billion)
Snack Foods ($1.7 billion)*

. Poultry Meat (ex. Eggs) ($1.4
billion)
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*Record level.
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U.S. ag and food exports to Japan slightly down in 2020

compared to 2019 (Jan.-July.)

Top Agricultural Exports Japan,
a0 2019
1,600 Corn ($2 billion)
Beef ($1.9 billion)
Pork ($1.5 billion)
Soybeans ($0.97 billion)
Wheat ($0.61 billion)
Proc. Vegetables ($0.5 billion)
Hay ($0.49 billion)
Tree Nuts ($0.42 billion)
& S8 Fresh Fruit ($0.32 billion)
4 Q‘f e 10 Dairy ($.28 billion)

Source: USDA using U.S. Census data.
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The Next Farm Bill
Town Hall

ILLINOIS
FARM

BUREAU.
Farm. Family. Food.
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2018 Farm Bill: 4 titles dominate projected outlays

Nutrition ($326 billion) 2018 Farm Bill Outlays: 2019-2023

Crop Insurance ($38 billion)
Commodity Policy ($31.4 billion)
Conservation ($29.3 billion)

Other ($3.5 billion)
Trade Commodity

Credit Programs
7%

Crop Insurance
9%

Rural Development
Research, Extension, and Related Matters

’ ’ Nutrition \
Forestry ik \ Conse:vatlon
Energy 7%

Horticulture Other
Miscellaneous 1%

5-yr total = $428 billion

Data;: CBO 2018 Farm Bill score.
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MFP Payments (million dollars)

2018 and 2019 MFP Payments, Sept. 2020
Exports of Major Tariff Affected Commodities, 2017

101

MFP14MFP2 (Mil) O ";'—li e

5100 4

<300 S 2200
B <750 : [ 1201.500
W <1.500 A . / B 501 - 1000
<2577 Total: $23,148 Mil : B 001 - 2000

2001 . 6032 Commodites include. Soybeans, Pork, Cotton, Dairy ;i're(eNul‘;
Source: USDA FPAC = oS b iy W
Soyre ERS

Data: USDA.
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Coronavirus Food Assistance Program (CFAP) 1

* Direct assistance to producers of agricultural commodities who either
suffered a 5%+ price decline or had losses due to market supply chain
disruptions due to COVID-19 and face additional significant marketing costs.

« Eligibility Commodities

* Livestock and animal products: cattle, swine, sheep, dairy, wool, aguaculture,
frozen and liguid eggs

* Row crops: malting barley, canola, corn, upland cotton, millet, oats, soybeans,
sorghum, sunflowers, durum wheat, and hard red spring wheat

« Specialty Crops, including nursery and floriculture
« Signh-up: May 26, 2020 — September 11, 2020

« As of September 13, 2020
« Over 150 different commodities have received payments
« $9.92 billion in payments
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CFAP Payment Distribution 9-14-2020

Specialty Non Specialty
$2.4B $3.5 o
f
' g
Livestock Dairy @ ' Total payments: .
$6.7B $2.8B $9,921,607,482

Data: USDA.
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Coronavirus Food Assistance Program (CFAP) 2

« The program will provide up to $14 billion in support

« Sales Commodities, including specialty crops, tobacco, and aquaculture, use a
sales-based approach, where producers are paid based on five payment
gradations associated with their 2019 sales.

* Price trigger commodities, including row crops and livestock, are major
commodities that meet a minimum 5-percent price decline from January through

July.

« Flat-rate row crops that do not meet the 5-percent price decline trigger or do not
have data available to calculate a price change will have payments calculated
based on eligible 2020 acres multiplied by $15 per acre.

e Sign-up: Sept. 21, 2020 - Dec. 11, 2020.
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Visit the OCE website for the latest USDA commodity reports an
Agriculture Outlook Forum information @ www.usda.gov/oce
Questions? Robert.Johansson@usda.gov

Save the Date! USDA's 97th Annual Agricultural l;g;
Outlook Forum: February 18-19, 2021

e ro— Volurme 104 1o 12
Crop Progress LSD2 oo World Agricultural Supply e
s B K and Demand Estimates USDA USDA AngCUIturaI
bn.-»n-.. ALP, e e % et g il natc, Borvice (S5 g wPar ol Smme Beerd Lot M o ~ o 3 -
——— > 3 b TR
. S e e Projections to 2029
- gl B e gy -
| WHEAT: U5 aheal endng sincks for 201/ 7 we meed 30 milen bashels an wer o Department of
: : r— AR L TN A (1 /St 3 ShGhE WO (ocdictian ALY, 156 ., Agriculture
o ench o s Ipeor high -Feed ard
. - - 0 0 Tt vt 18t v anar Offce of the . L c .
- H & a1y AN SUpBn A HavBINDoT !
- - . Sativiod o the Dscarmunry siwuary i Suplamimc Havamter, creteconomst — INteragency Agricultural Projections Committee
H u H vl SKchs o | e G ARG e P G e A= A0 Dt v PedUci e ) . .
b H H 0 5N i sntar e elreems \t';/n”f‘d *:gﬁnculéum World Agricultural Outlook Board, Chair
E: = : )
: H Gl 20161 st ot e e 1 i v 1 Maer e oo Economic Research Service
z ! ! i 2 0 S.mhon dan mee wchion The o - . .
£ k g ¥ o In 201618 coromisn. Long-trm Farm Production and Conservation Business Center
H 3 " "o  lowernd 6.3 ik \eeh by Projections Report h § .
-] = 2 Aot Auiztralie. Conada, Kazawaten, and Russss Sty OCE-2020-1 Foreign Agricultural Service
W - - " s ol W LI LAt Tl ot | d i i
. M . M Ko Sexvease oy i Lielcs an oty o ot e Feoruary 2020 Agricullural Markeling Service
FOAEION CaNITOs VI S 1A W o GoCHNN-D, AX0Rs Cresi) sk ars Office of the Chief Economist ‘
Rl 2.3 mifn fnn 40 252 3 mlkon Office of Budget and Program Analysis
= h
- e — T = Risk Management Agency
= S N R Natural Resources Conservation Service
=5 H H ~ National Institute of Food and Agriculture
= - ] necaned by Enermy Infoemaiion Admin < HIOHLIGHTS
Ev:::m H : i i', :Ly'::.;n:?;s)- "";!:::Il.l;::':’:::lmn st Aprll 2-8, 20{‘7’ ——
" = ¥ - e e, Thve seseion —
H a ] v WESAOT by (11w 5 unclingee # 1o INERoee wih the | 03328 T
m = 5 n 15 53,54 per i Mty
X E: ,: i" i, GOl Lo 1M (1 Ueeind S 2016017 Torsscsssd 4 4 a0 " e —
— . - . - oA fo 3345 1 Hbon  This monih's fowekn oomse [ree cus o menased ikt Syt toveny
- - Prnduciion, conusTRRON e and socks relaine (o et manfh  Brazs com wmn-uu -
i =



http://www.usda.gov/oce

