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Economic moods varied across the nation.

Unemployment Rates by County
Jan. 2010 to Dec. 2010 average
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Rural economies held up better during the

great recession.

U.S. Employment
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Stronger farm incomes boost

agricultural equipment sales.

U.S. Real Net Farm Income and Agricultural Equipment Sales

Percent change from previous year
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Source: Association of Equipment Manufacturers and USDA
* Net farm income forecast for 2011 dated February 2011, Tractor sales YTD through February 2011
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Cropland values surge across the Corn Belt.

Non-irrigated Cropland Values
(Percent change 2009:Q4 to 2010:Q4)
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Opportunity #a:

China’s exports surge to record highs.

U.S. Agricultural Exports
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Threat #1.:
Higher interest could slow the Chinese economy.
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Opportunity #2:

Mandates dictate stronger ethanol demand.

U.S. Ethanol Production Capacity and Production

Billion gallons
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Threat #2:
Public Support for Bio-Fuels

What happens to
ethanol if the
subsidies, tariffs and
mandates disappear?
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Opportunity #3:

Tight supplies boost farm prices.

U.S. Corn Inventory and Farm Price

Percent of annual use Dollars per bushel
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Threat #3:
The Best Cure for High Prices is High Prices

Farmers Always Produce Themselves Out of Prosperit
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How Quickly Could Farm Incomes Fall?

£013: Average Annual Corn Price is $4.10

£013: Net returns above variable costs for corn
fall 40% below today’s levels.
Source: USDA
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Opportunity #4:

Soaring Global Food Prices

World Food Prices
Index (2002 to 2004 average = 100)
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Threat #4:
Food prices, Middle East riots, and oll

Food Share of Household Expenditure by Country, 2009
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Opportunity #5:

Low Interest rates lift farm incomes.

Interest Ratesand Net Farm Incomes
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Percent
125.0 7.5
—Real Net Farm Incomes Less Government
Payments (Left Scale)
100.0 - ——Yield on 1 Year Treasuryadjusted for - 5.0
inflation (Right Scale)
75.0 - 2.5
50.0 - 0.0
25.0 - -2.5
0.0 -5.0

1970 1975 1980 1985 1990 1995 2000 2005 2010

Sources: USDA , Federal Reserve, BLS

Federal Reserve Bank of Kansas City —Omaha Branch
Regional, Public, Community Affairs Division

www.kansascityfed.org/omaha



Threat #x:
Higher interest rates cut profits and farmland
values

Capitalized Revenues from Corn Production

Dollars per acre
7000

6000

5000 o
B Capitalized Value at 7%

capitalization rate and 200
bushel yield

4000

3000 —a—Estimated Eastern

Nebraska Irrigated

2000 Cropland Value

1000

o)

Federal Reserve Bank of Kansas City — Omaha Branch =n\a/ma==

== S "
Regional, Public, Community Affairs Division ’g‘%ﬁ% a8 www.kansascityfed.org/fomaha



Opportunity #6:

Farm debt ratios fall to record lows.

Farm Debt Ratios

Percent
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Threat #6:
How much debt do farmers really have?

Growth in Farm Real Estate and Noi#Real Estate Debt
(2009 to 2010)

Percent change from previous year
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Opportunity #7:

Middle-aged residents return to rural America

Tenth District Rural Counties
Thousands

600

——Late boomers born from 1960 to 1964
550 - ——Gen X born from 1965 to 1969

——Gen X born from 1970 to 1
500 | 970 to 1974

450 -
400

350

300
15to 19 20 to 24 25 to 29 30to 34 35to 39 40 to 44
Age
Source: Federal Reserve Bank of Kansas City

Federal Reserve Bank of Kansas City —Omaha Branch
Regional, Public, Community Affairs Division

www.kansascityfed.org/omaha



Threat #7:
Memories

Today'’s 40 year olds were teenagers in the 1980s.

What is this their
memory of
rural America?
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For More Information
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Agricultural and Rural Economies
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