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Assessing the future requires understanding what has 
driven the past and sorting out the transitional 
elements from the underlying structural drivers.



Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)
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Long Term USDA Projections of Net 
Cash Income Indicate a New Plateau
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The last five years 2008‐2012:
Global financial crisis (Lehman) 
Recessions/rising fiscal deficits
Massive liquidity infusion/ 
near‐zero interest rates / weak 
U.S. dollar.
Rapid growth in emerging 
markets and rising middle class.
Rising energy prices
Rapid growth in biofuels linking 
ag commodities to oil. Investor 
funds diverted to commodities
Multi‐year weather related crop 
shortfalls and low grain stocks.

Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)

Five Years of Economic and Political Turmoil 
Will Give Way to A New Environment
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Fragile Global Economy Driven by China / 
Emerging Markets; Euro / U.S. Are Risks
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Central Banks Have Added $5‐7 Trillion to 
Balance Sheets Relative to Economies
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Export Markets Played Key Role in  1970‐80; 
Exports and Bio‐Fuels in 2002‐12
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U.S. Grains, Meats & Dairy Exports Focused on Asia 
: Markets That Rely on U.S. / European Growth



A Resource Challenged World Will Continue to 
Support Commodity Markets in the Future
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China and India will account 
for 70 % of the increase in the 
middle class from 2000-2030.
Their “ability to pay” will set 

global market prices!
Income growth (source?)
Market access (protectionism)
Political decisions (inward?)

But it is not a straight line 
growth path!!! Significant 

volatility will prevail around 
the growth path!

Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)



11Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)

70 72 74 76 78 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

Billion bushels of corn

Feed and res idual

E xports

Food, seed &  industria l

E thano l

D D G 's

Ethanol Now Consumes Around 
5 billion Bushels of Corn!



12Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)

0

100

200

300

400

500
Index (average 2000=100)

Brent crude oil Soybean oil Corn

1998 2000 2002 2004 2006 2008 2010 2012

Commodity Linkages to Oil are Function of 
Renewable Fuels and Market Speculation



70 72 74 76 78 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14

$0
$10
$20
$30
$40
$50
$60
$70
$80
$90

$100
$110
$120
$130
Dollars per barrel; spot price quarterly average

Current dollars 2002 dollars

Yon Kipper w ar and Arab oil em bargo

Iranian revolution 
and Iran-Iraq w ar 

in 1980.

Iran invasion 
of Iraq in 1990

Septem ber 11, 2001 
terrorist attacks

Sharply rising 
global dem and for 
oil to fuel U .S. and 

Asian grow th.

Asian financial 
crisis in 
1997-99.

Financial crisis
recession

Deflator is  producer price index for all com m odities

U.S. recessions

12100806040200989694929088868482807876747270 14

Rising and Volatile Oil Prices Have Been 
Part of Every Commodity Realignment

Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)
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Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)

*  C u rre n c ie s  w e ig h te d  b y  re la t iv e  m a r k e t  im p o r ta n c e  to  to ta l U .S . t ra d e .

70

80

90

100

110

120

130

140

150
Indexes of major currencies/US$ (March 1973=100)

8 0 8 2 8 4 8 6 8 8 9 0 9 2 9 4 9 6 9 8 0 0 0 2 0 4 0 6 0 87 4 7 6 7 8 1 0 1 2

From August 2011 ……..…… +6 %
From 1997‐03 average ….  ‐27 %

Value of U.S. Dollar Increased in 2012 Largely 
Against Euro and Yen; Weaker Against Asia

A surge as 
Europe melted!

Dollar declined 
by 25% after 

floating in 1973!



Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)

Japan’s Dramatic Currency Realignment 
Could Trigger Competitive Devaluations
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The last five years 2008‐2012:
Global financial crisis (Lehman) 
Recessions/rising fiscal deficits
Massive liquidity infusion/ 
near‐zero interest rates / weak 
U.S. dollar.
Rapid growth in emerging 
markets and rising middle class.
Rising energy prices
Rapid growth in biofuels linking 
ag commodities to oil. Investor 
funds diverted to commodities
Multi‐year weather related crop 
shortfalls and low grain stocks.

Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)

Five Years of Economic and Political Turmoil 
Will Give Way to A New Environment

The next five years 2013‐2017:
Sovereign debt/solvency issues 
Subdued growth/fiscal austerity
Declining liquidity /rising interest 
rates as growth rate recovers./ U.S 
dollar weak against Asian markets
Tempered growth in emerging 
markets; rising middle class
New energy paradigm; prices ?
Peaking in biofuels growth; ag 
commodities reducing link to oil. 
Investor funds exiting commodities.

Grain stock rebuilding? (weather); 
catalyst to finding new normal!
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Energy Policy Transitions Could  Be Major 
Wildcard for Agriculture  Going Forward

Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)
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South American Crops, Global Economy and 
2013 U.S. Crops Shape Realignments

Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)
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Continued Low Global Grain Stocks 
Will Drive  2013 Marketplace

Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)
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Large Planted Acreages Will 
Boosts 2013 Production Potential
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Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)
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Continuing Drought Concerns Limit Optimism



Export
Markets

Export Reliance:
Emerging markets
Disease (FMD)
U.S. $ rebound
Rising competition
Trade disputes

Feed Costs:
Low stocks
Rising price volatility
Yield/weather  issues
Ethanol

Are balance Sheets Strong Enough?
(Hope is not a strategy for feed costs!)

Export
Markets

Export Reliance:
Emerging markets
Disease (FMD)
U.S. $ rebound
Rising competition
Trade disputes

Feed Costs:
Low stocks
Rising price volatility
Yield/weather  issues
Ethanol

Protein and Dairy Sectors Realigning and 
Trying to Bridge to 2013/14 Crops
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Protein Complex Cautious in Face of 
Weak Economy and High Feed Costs

Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)
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Sector is operating at higher price and cost 
levels with greater volatility …… more 
working capital to play, less leverage 
permitted and more emphasis on well-

defined risk management policies!

Rising Crop Prices and Lagging Livestock and 
Dairy Prices Imply Needed Realignment



Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)

2007 3.09 4.57 1.48 6.57 12.30 5.73 4.12 10.10 5.98

2008 3.06 7.65 4.60 7.76 16.54 8.78 4.71 13.35 8.64

2009 3.02 4.50 1.48 8.38 12.91 4.53 4.39 6.77 2.38

2010 3.24 6.30 3.06 9.00 13.95 4.95 4.26 8.41 4.16

Low High Range

Corn
--- $/ bushel (Chicago) ---

Low High Range

Soybeans
--- $/ bushel (Chicago) ---

Low High Range

Wheat
--- $/ bushel (Chicago) ---

Year

2011 5.72 8.00 2.28 10.94 14.57 3.63 5.72 8.97 3.25

Price Volatility and Risk Management Will 
Remain; Timely Rain Markets

2008-
12 4.11 6.98 2.87 9.52 15.17 5.65 5.00 9.39 4.39

2012 5.51 8.44 2.93 11.50 17.89 6.39 5.90 9.47 3.57



30Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)

Farm Bill Shifts May Moderate Downside But 
Production Increases Will Fuel Transition
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Farm Debt Leveraging Has Not 
Followed Land Prices Higher
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Chart source: Knowledge Exchange Division, CoBank, ACB (confidential and proprietary)

Change 2010-2013
Assets ….   +25%
Debt ……....+10%
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