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Special Note

O U.S. Supply and Demand Projections for 2008709 and Beyond in
this Presentation are from USDA’s 2008 Outlook Forum and from
USDA Agricultural Projections to 2017

[0 Provisions of the Energy Independence and Security Act of 2007 are
not Fully Reflected in USDA'’s projections to 2017

O Key Upcoming USDA Reports:
- NASS Prospective Plantings Report -- March 31,2008

- World Agricultural Supply and Demand Estimates Report --
May 9, 2008

- NASS Acreage Report -- June 30, 2008
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New Energy Act
Bullish for Commodity Prices...

|
The 2007 Energy Act—

B Mandates very ambitious renewable fuel standard
(RES), starting at 9.0 billion gals in 2008 and
increasing to 36 billion gals by 2022. 1

B 15 billion gallons of the RFS will be corn-based
ethanol starting in 2015.

B By 2016, all of the RFS increase must be met with
cellulosic ethanol or other non-corn starch biofuels.

1 In comparison, the 2005 Energy Act had an RFS standard of 5.4 billion
gals by 2008, rising to 7.5 billion by 2012.
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Presentation Notes
Note:  The RFS requires minimum annual levels of renewable fuel in U.S. transportation fuel.  The Act is very lengthy and complicated and contains language on reducing greenhouse gas emissions and many other aspects. 


Renewable Fuel Standards (RES)

Corn starch based ethanol, 2006 through 2022
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U.S. Wheat Supply and Demand

2006/07 2007/08 2008/09 Change from
estimate forecast forecast 2007/08
Percent
Planted area (million acres) 57.3 60.4 64.0 5.9
Harvested area (million acres) 46.8 51.0 54.4 6.6
Yield (bushels per acre) 38.7 40.5 42.8 5.7

Million bushels
Beginning stocks 571 456 272 -40.4
Production 1,812 2,067 2,330 12.7
Imports 122 90 100 111
Total supply 2,505 2,613 2,702 3.4
Food, seed, and industrial use 1,015 1,036 1,039 03
Feed and residual 125 110 175 59.1
Domestic use 1,140 1,146 1,214 5.9
Exports 909 1,225 950 -22.4
Total use 2,049 2,371 2,164 -8.7
Ending stocks 456 242 538 122.4
Percent
Stocks to use ratio 22.3 10.2 24.9

Dollars per bushel
Average market price 4.26 6.65 7.00 5.3




Potentially record global wheat production
could lessen demand for U.S. exports
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Presentation Notes
Competition in the international wheat market is expected to be intense once harvest gets underway in foreign countries.  Across Europe and the former Soviet Union, high prices at planting encouraged an expansion of winter wheat area.  Production in Australia is also expected to recover from droughts of the past 2 years.   World wheat production in 2008/09 is anticipated capable of a record high if trend yields are achieved.  Much larger crops by the EU-27 should reduce its imports significantly.  Thus, growth in world wheat trade could be limited as expanding demand by developing countries is partially offset by fewer EU imports. 


U.S. Corn Supply and Demand

2006/07 2007/08 2008/09 Change from
estimate forecast forecast 2007/08
Percent
Planted area (million acres) 78.3 93.6 90.0 -3.8
Harvested area (million acres) 70.6 86.5 82.7 -4.4
Yield (bushels per acre) 149.1 151.1 154.9 2.5

Million bushels
Beginning stocks 1,967 1,304 1,438 10.3
Production 10,535 13,074 12,810 -2.0
Total supply 12,514 14,393 14,263 -0.9
Feed and residual 5,598 5,950 5,400 -9.2
Food, seed, and industrial 3,488 4,555 5,470 20.1
Ethanol 2,117 3,200 4,100 28.1
Domestic use 9,086 10,505 10,870 3.5
Exports 2,125 2,450 2,150 -12.2
Total use 11,210 12,955 13,020 0.5
Ending stocks 1,304 1,438 1,243 -13.5
Percent
Stocks/use 11.6 11.1 9.5

Dollars per bushel
Average market price 3.04 4.00 4.60 3.0




U.S. Soybean Supply and Demand

2006/07 2007/08 2008/09 Change from
estimate forecast forecast 2007/08
Percent
Planted area (million acres) 75.5 63.6 71.0 11.6
Harvested area (million acres) 74.6 62.8 70.1 11.6
Yield (bushels per acre) 42.7 41.2 42.1 2.3
Million bushels
Beginning stocks 449 574 160 -72.1
Production 3,188 2,585 2,950 14.1
Imports 9.0 6.0 6.0 0.0
Total Supply 3,647 3,165 3,116 -1.5
Crush 1,806 1,835 1,860 1.4
Seed and Residual 148 165 177 7.1
Domestic use 1,955 2,000 2,037 1.8
Exports 1,118 1,025 910 -11.2
Total Use 3,073 3,025 2,947 -2.6
Ending stocks 574 140 169 20.9
Percent
Stocks/use ratio 18.7 4.6 5.7

Dollars per bushel
Average market price 6.43 10.40 11.50 10.6




Rice Supply and Demand

2006/07 2007/08 2008/09 Change from
estimate forecast forecast 2008/09
Percent
Planted area (million acres) 2.84 2.76 2.70 -2.2
Harvested area (million acres) 2.82 2.75 2.69 2.1
Yield (pounds per acre) 6,868 7,185 7,108 -1.1
Million hundredweight
Beginning stocks 43.0 39.3 22.6 -42.5
Production 193.7 197.5 191.0 -3.3
Imports 20.6 215 22.5 4.7
Total supply 257.3 258.3 236.1 -8.6
Domestic use 126.6 124.7 126.0 1.1
Exports 914 112.0 88.0 -21.4
Total use 218.0 236.7 214.0 -9.6
Ending stocks 39.3 21.6 22.1 2.2
Percent
Stocks/use 18.0 9.1 10.3

Dollars/hundredweight
Average market price 9.96 12.00 11.80 -1.7




U.S. Cotton Supply and Demand

2006/07 2007/08 2008/09 Change from
estimate forecast forecast 2008/09
Percent
Planted area (million acres) 15.3 10.8 9.5 -12.3
Harvested area (million acres) 12.7 10.5 8.6 -18.0
Yield (pounds per acre) 814.0 871.0 835.0 -4.1
Million bales

Beginning stocks 6.1 95 8.2 -13.5
Imports 0.0 0.0 0.0 0.0
Production 21.6 19.0 15.0 -21.2
Total supply 27.7 28.5 23.2 -18.6
Mill use 4.9 4.6 4.5 -2.2
Exports 13.0 14.5 15.0 34
Total use 18.0 19.1 19.5 2.1

Unaccounted 0.2 0.0 0.0
Ending stocks 9.5 9.4 3.7 -60.5

Percent
Stocks to use ratio 52.8 49.2 19.1
Cents per pound
Average market price 46.50 55.10*

*Ave. price for Aug. 2007 through Jan. 2008



Net Returns Outlook for the Major Field Crops
Spring 2006 and 2007
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$ per acre

Net Returns Outlook for the Major Field Crops

Spring 2006, 2007, and 2008
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Major Crop and CRP Acreage
(USDA Outlook Forum — Feb. 2008)

2007708 2008709 Change
Million acres
Corn 93.6 90.0 -3.6
Soybeans 63.6 71.0 +7.4
Wheat 60.4 64.0 +3.6
All Cotton 10.8 9.5 -1.3
Rice 2.76 2.70 -0.1
5-crop total 231.2 237.2 +6.0
CRP acres 36.8 34.8 -2.0

13
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For 2008, corn planted acreage is expected to decline 3.6 million acres.  Soybean acreage is projected at 71 million acres, up 7.4 million from last year.  And, wheat planted area in 2008 is expected to increase 3.6 million acres to 64 million.  

Combined corn, soybean, and wheat planted area is projected at 225 million acres--the highest 3-crop total since 1984.  Record prices and improving expected net returns for all 3 major field crops would shift production away from other crops in 2008, especially upland cotton.  Other land could be drawn into field crop production, as well.  Also supporting a cropland expansion is a net reduction of 2 million acres from the Conservation Reserve Program since last October. 


Area Planted, 5 major crops
USDA forecasts and actual for 2007/08

Initial March June Actual
2007/08 2007/08 2007/08 2007/08
forecast 1/ forecast 2/ forecast 3/ acreage
Million acres

Corn 87.0 90.5 92.9 93.6
Soybeans 70.5 67.1 64.1 63.6
Wheat 60.0 60.3 60.5 60.4
All Cotton 13.0 12.1 11.1 10.8
Rice 2.9 2.6 2.7 2.8
5-crop total 233.4 232.6 231.3 231.2

1/ March 2, 2007 Agricultural Outlook Forum.

2/ March 30, 2007 Prospective Plantings, from the National Agricultural
Statistics Service.

3/ June 29, 2007 Acreage , from the National Agricultural Statistics Service.




U.S. Wheat Planted Area Trend
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Note: 2008 planted area forecast from USDA'’s Grains & Oilseeds Outlook, Agricultural Outlook Forum, Washington, D.C., February 22, 2008.
Projections for 2009-2017 are from USDA Agricultural Projections to 2017, February 2008. 15



U.S. Corn Planted Area Trend
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Note: 2008 planted area forecast from USDA'’s Grains & Oilseeds Outlook, Agricultural Outlook Forum, Washington, D.C., February 22, 2008.
Projections for 2009-2017 are from USDA Agricultural Projections to 2017, February 2008. 16



U.S. Soybean Planted Area Trend

Million Acres
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Production Capacity

Annual Capacity by Month

U.S. Ethanol
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U.S. Corn Used for Ethanol
1995/96 through 2015/16*

Bil. bushels Percent
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Note: 2007/08 is projected based on the World Agricultural Supply and Demand Estimates, February 8, 2008. 2008/09 is projected based on
USDA'’s Grains & Oilseeds Outlook, Agricultural Outlook Forum, Washington, D.C., February 22, 2008. *Projection for 2009/10 based on RFS
mandates for corn starch based ethanol under the Energy Independence and Security Act of 2007.
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Daily Cash Market Corn Prices
2004/05 through 2007/08 to date
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U.S. Domestic Corn Use
1995/96 through 2008/09F
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Note: 2007/08 projections based on the World Agricultural Supply and Demand Estimates, March 11, 2008. 2008/09 projections from
USDA's Grains & Oilseeds Outlook, Agricultural Outlook Forum, Washington, D.C., February 22, 2008. 21



China Corn Production and Consumption
1995/96 through 2007/08F
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Note: 2007/08 production and consumption are projected based on the World Agricultural Supply and Demand Estimates, January 11, 2008.
22



China Corn Exports
1995/96 through 2007/08F
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U.S. Soybean Oil Supply and Demand

2006/07 2007/08 2008/09 Change from
estimate forecast forecast 2008/09
Million pounds Percent
Beginning stocks 3,010 2,904 2,502 -13.9
Production 20,487 21,195 21,205 0.0
Imports 37 37 50 33.4
Total supply 23,535 24,137 23,757 -1.6
Domestic 18,743 18,900 19,750 4.5
Methyl ester 2,796 2,800 3,500 25.0
Exports 1,888 2,400 1,850 -22.9
Total use 20,630 21,300 21,600 14
Ending stocks 2,904 2,837 2,157 -24.0
Cents per pound
Average market price 31.02 55.00 49.50 -10.0
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U.S. Biodiesel Mandate . . .
(2007 Energy Act)

Million gallons Percent
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Soybean Oil Futures Prices
December 2008 Contract
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Biodiesel Margin
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China Soybean Import Dependence

Expected to Increase Iin the Next 10 Years
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Soybean Production Trends

Million Tons
250

225

O US. MWBrazil O Argentina

200
L
IIIIIIII
Uy IIIIIIII
100 + |

IE"E BB BBEEEEREREEERB

1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016

30



New-crop Soybean/Corn Price Ratios
2007-crop and 2008-crop through March 24, 2008
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U.S. Ammonia Prices, weekly
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Projected Growth Rates

2008 2009 2010 Average
U.S. 1.8 2.7 3.5 2.7
EU-27 2.1 2.4 2.3 2.3
Japan 1.5 2.0 2.1 1.9
China 11.4 9.2 8.7 9.8
India 7.8 {.7 7.6 .7
World 3.4 3.6 3.7 3.6

Source: Oxford Economics
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U.S. Nitrogen Production and Imports
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U.S. Meat Production and Prices

Change Change
Item 2006 2007 from 2006 2008 from 2007
Production  Billion pounds Billion pounds  Percent  Billion pounds  Percent
Beef 26.15 26.42 1.0 26.44 0.1
Pork 21.06 21.94 4.2 23.14 54
Broilers 35.50 36.13 1.8 37.13 2.8
Turkey 5.68 5.96 4.9 6.14 3.0
Total meat 89.23 91.27 2.3 93.67 2.6
Prices Dollars/Cwt
Steers 85.41 91.82 6.41 90.88 -0.94
Hogs 47.26 47.09 -0.17 42.38 -4.71
Cents/pound
Broilers 64.4 76.4 12.1 76.4 0.0
Turkey 77.0 82.1 5.1 81.1 -1.0
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U.S. Soybean Meal Supply and Demand

2006/07 2007/08 2008/09 Change from
estimate forecast forecast 2008/09
Thousand short tons Percent
Beginning stocks 314 351 300 -14.5
Production 43,027 43,784 44,235 1.0
Imports 156 165 165 0.0
Total supply 43,497 44,300 44,700 0.9
Domestic 34,360 35,300 35,600 0.9
Exports 8,786 8,700 8,800 1.2
Total use 43,146 44,000 44,400 0.9
Ending stocks 351 300 300 0.0
Dollars per short ton
Average market price 205.44 335.00 300.00 -104
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Hog-Corn Price Ratio

Bushels of Corn per 100 Ibs of Live Hogs
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U.S. Milk Supply and Demand

Change from Change from
Item 2006 2007 2006 2008 2007
Billion pounds Billion pounds Percent Billion pounds Percent
Production 181.8 185.6 2.1 190.7 2.7
Commercial use 184.1 188.3 2.2 194.0 31
CCC net removals 1/ Million pounds Million pounds Percent Million pounds Percent
Butter 0 0 0
Cheese 0 0 0
Nonfat dry milk 64 0 0
Dry whole milk 0 0 0
Average market price 2/ Dollars/Cwt
Class Il 11.89 18.04 6.15 16.45 -1.59
Class IV 11.06 18.36 7.30 15.30 -3.06
All milk 12.90 19.13 6.23 17.60 -1.53

1/ Includes products exported under the dairy export incentive program.
2/ Prices are mid-point of published forecasts; milk of average fat test.




Milk-Feed Price Ratio

Pounds of dairy feed per pound of milk*
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Price Summary

2007/08
2006/07 forecast Change from
estimate (midpoint) last year
Crops and products Percent
Wheat ($/bu) 4.26 6.65 56.1
Rice ($/cwt) 9.96 12.00 20.5
Corn ($/bu) 3.04 4.00 31.6
Soybeans ($/bu) 6.43 10.40 61.7
Soybean oil (¢/Ib) 31.02 55.00 77.3
Soybean meal ($/s.t.) 205.44 335.00 63.1
Cotton (¢/Ib) 46.50 55.10*
Livestock
Steers ($/cwt) 91.82 90.88 -1.0
Hogs ($/cwt) 47.09 42.38 -10.0
Broilers (¢/Ib) 76.4 76.4 0.0
Turkeys (¢/Ib) 82.1 81.1 -1.2
Dairy products
Cheese 1.74 1.77 2.0
Butter 1.34 1.27 -5.4
Nonfat dry milk 1.71 1.38 -19.4
Dry whey 0.60 0.28 -53.2
Milk classes
Class 111 ($/cwt) 18.04 16.45 -8.8
Class IV ($/cwt) 18.36 15.30 -16.7
All milk ($/cwt) 19.13 17.60 -8.0

*Average price for August 2007-January 2008. USDA is prohibited by law from publishing cotton price projections.



Consumer Prices and
Prices Receilved by Farmers

CPI for Farm Prices
Year Food Percent
2005 2.4 2.7
2006 2.4 0.1
2007 4.0 18.1
2008 3.5-4.5 ?

Sources: U.S. Bureau of Labor Statistics, National Agricultural Statistics Service, Economic

Research Service
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U.S. Agricultural Exports and Imports
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Cash Farm Income and
Government Payments

Billion dollars
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Adjustments to Outlook Stemming
From Provisions of 2007 Energy Act

Corn, Soybean, and Soybean Oil Prices
would be Higher

Overall Acres would be up with a Greater
Proportion Planted to Corn and Soybeans

Given Higher prices, Exports and Feed Use
of Feed Grains would be Lower

Soybean Meal would be more Plentiful

Further Adjustments in the Livestock Sector
would be Required
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