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Connecting the Dots on Risks

V ECONOMWorld & U.S.

V WILD CARD$ternational, Budget, Debt Limit

V ELECTIONHDuse, Senate, States, President 2016
\V OBAMA:SOTU, Executive Orders, Power of veto
V ENERGPrices, XL Pipeline, RFS

V TAX REFORNossible TY, more likely after Obama
V TRADETPA, TPP, Cuba, COOL, Mexico sugar

V FARM POLIC&urrent farm bill, next farm bill



Importance of Ag Trade

Real value of U.S. agricultural trade and share of total U.S. exports
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U.S. Dollar Continues to Strengthen Against
Broad Range of Currencies

Indexes of m ajor currencies/US$ (Mar ch 1973=100)
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* Currencies weighted by relative market importance to total U.S. trade.



Short Term Deficit Relief Means Long Term
Revenue and Spending Changes Are FRixl4

Deficit in billion dollars Percent of GDP

Reagan G. Clinto G.W. Bush Obama ???7?7?
200 + 9 ST A —2
O 1 0 —0

l|I||III|||||
200 2T HEF ,

— -2
-400 - — -4
-600 | A -6

+ 6% IDeficit as -
-800 - percent — -8
i of GDP B
-1000 + Flrs;g budtget —-10
- : of nex -
_1200 4 11,500 people per dawill H— President —-12

-11%

1400 | Qualify for Medicare over the a4

1 next 16 years -
1600 ST T T T T T T
ST REIEI TP R AL LA Q>

Source: Congressional Budget Office (August 2014), BEA and T t

q
®
)
()]
c
=

<
)
0]

T
o
=
—+
3
0]
-]



THE L
STATE G M




State of the Union Message

VThemeWa ARRE S /flFdaa 902y 2YA
V Spending$235 billion in new spending proposed

V Taxes Hike cap gains rate, new inheritance taxes

V Keystone:Some give Iif broader focus

V Trade PolicyPush for TPA, TPP
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Energy Sector Was Investment Driver But Becomes
Consumption Stimulus in 2015

Dollars per barrel Dollars per million Btu
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New Energy Paradigm is a Global Event
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Agenda for the GO ontrolled Congress

V Budgetresolution, reconciliation will be vehicle
Vhol YFQa C, Hnmc 06dzZR3ISEG LN
VAgain proposes cuts for crop insurance
V Watch House, Senate floor amendments
V Health care reformMoves to repeal will fail; changes?
V Trade Policy IssuedPA, TPP, COOL
V Infrastructure, transportation spending
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Keys in Tax Extenders

V Section 17%xpensing, with $500K limit

V 50% bonus depreciation

V Biodieselproduction credit

V Cellulosic ethanoproduction credit

V Wind energy:Production tax credit

V Eurther extensions likelyor 2015, possibly 2016



Why Effective Safety Net Needed Ahead

Potential key market changes ahead: Il n 2015, 20
Higher interest rates: Federal Reserve strategy

Higher U.S. dollar: Impact on exports

Increased crop yields: I f yi1 el ds are bi g &
Lower prices: How low depends on carryover buildups

Barometers: Farm equipment, land values, cash rents



FARM BILL IMPLEMENTATION UNDERWAY

Process of converting Ieglslatlve Intent into regulatory authorities
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A Ellmln'aTlon oT alrect payments movement to msura"_'nce
programs.

A No safety net payments until Oct. 2015

A Somedelaysi n pr ogr a rbutVitsack biprftosseon APH.
A Changes in payment caps

A Actively engaged: USDA details awaited.

A Dairy program changes
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Farm Bill Program Options

A ARC-county favored by most Midwest producers.

A PLC favored by most rice, peanut growers, and
some wheat producers.

A PLC favored by producers who like SCO option,
unavailable for ARC choice.

A PLC bests ARC in 2016-2018 if MY avg prices fall
below $3.70 corn, $8.40 soybeans, $5.50 wheat.
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Farm Bill Program Options

A Using Nov. WASDE price projections, potential
2014-crop payouts...

Corn: ARC-CO payouts of $36-$79 per base ac. PLC $0-$65

' Soybeans: ARC-CO $0-$24. PLC $0

T
|
i Wheat: ARC-CO $0-$18. PLC $0
s
|
|

Sorghum: ARC-CO $0-$26. PLC $10-$39

' LG RICE: ARC-CO $0. PLC $48-%$108
" MG RICE: ARC-CO $0. PLC $0
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TheNext Farm Bill

A Economic environment.

A Players.
A Simplification.
A Analysis of current bill.

A WTO challenges
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Regulations

A EPA actions

I Lawmaker focus continues
I Power of the purse

A WOTUS

I Interpretive rule fate
I Final rule looms large

A RFS
I EPA policy inept

I Key wi | | be signal s
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Other Issues

A GMO labeling

A Beef checkoff

A Research funding

A SNAP i food stamps

A Child Nutrition Act reauthorization in 2015
I FLOTUS to play big role

A Supreme Court: Vacancies?
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Potential Acreage Shifts Driven By Input Costs,
Weather and Global Developments

Corn

Barley
Soybeans
Canola

Wheat

Upland Cotton
5 other crops*

Hay harvested

CRP

Change
2011 2012 2013 2014 2015 1l4to 15
----------------- million acres ---------------
91.9 97.2 954 916 88-90 Oto-4
256 3.66 3.53 298  3.00 +0.0 7
75.0 77.2 765 848 85-90 Oto +5
1.07 1.76 1.37 1.71 1.81 +0.1
544 55.1 56.2 56.8 56.6 -0.2
14.7 12.3 10.4 11.4 9.6 -1.8 4=
13.3 15.3 16.4 16.8 16.7 0.1
57.6 58.7 583 57.6 58.2 +0.6
Total of above 310.5 321.2 318.1 323.7 323.4 0.4
31.1 295 27.0 255 24.0 -1.5
341.68 350.7 345.1 349.2 348-350 -1to +1

Total acreage

* Oats, sorghum, rice, sunflowers, and peanuts



Net farm income, by component of change, 2013-2014F
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Source: USDA, Economic Research Service, Farm Income and Wealth Statistics.
Data as of December 12, 2014.




2014 Farm Income Change by Region

Farm business net cash income, 2014F compared with 2013
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(-13.8%)

Percent change 2014F/2013

Northermn
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Note: F = forecast. RN
Source: ERS gartial budget model based on the 2013 Agricultural Resource Management
Survey (ARMS) using parameters from the sector forecasts. The model is static and
therefore does not account for changes in crop rotation, weather, and other location
production impacts that occurred after the base year. Data as of November 25, 2014.




Balance Sheet of Agriculture is Better Prepared f
Volatility and Transition
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Elections: Attention Shifting to 2016
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In 2016, At Least 34 Senate Seats Will Be Up for
Election; 24 Republican and 10 Democratic

Il Democratfavored seat (8) [ ] Competitive Democraheld seat (2)
B Republicanfavored seat (16) [_] Competitive Republicafheld seat (8)



