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Opportunities and Challenges for

Agribusinesses

3)

4)

5)

Opportunities

Food demand has
rebounded

U.S. agricultural
exports are rising

U.S. producers are
enjoying banner profits
Farm capital
expenditures are up
Financing costs are low
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Challenges

Elevated
unemployment rate
Risks to the global
recovery

Volatility has risen in
commodity markets
Will high ag commodity
prices last?

Removing monetary
stimulus
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Opportunity

U.S. food expenditures have rebounded.

U.S. Retail Sales at Grocery Stores and Restaurants

Percent change from year ago
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Challenge
An elevated unemployment rate weighs on

consumer demand.

U.S. Unemployment Rate
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Opportunity

U.S. agricultural exports have rebounded.

Real U.S. Agricultural Exports
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Opportunity

A growing world population boosts international

food demand, but what will they eat?

Households Owning a Refrigerator Households Owning a Microwave Oven
Percent Percent
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Challenge

Inflation is expected to be flat in most emerging and

developing countries. One notable exception is China.

Inflation Rates

Indexed (2000)

200
——China
—=—Emerging and Developing !
150 | Countries
100
50

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010F 2011F 2012F

Source: International Monetary Fund

Federal Reserve Bank of Kansas City — Omaha Branch @&,
Regional, Public and Community Affairs Division ‘&




Challenge
What does the Eurozone Sovereign Debt Crisis

mean for the U.S. economy and agriculture?

U.S. Dollars Five-year Sovereign Credit Default Swap Spreads
1,200 -
1,000 -
800 - —Greece
—1Ireland
600 - —Portugal
—Spain
400 - —Germany
—US
200 -
R e et
0 | | | | | | \ \ \

LI SR\ AR R T T SR B T

Source: Bloomberg data starting 1/4/10 and ending 11/30/10. U.S. is priced to Euros. Federal Reserve Bank of Kansas City — Omaha Branch &

Regional, Public and Community Affairs Division &




Opportunity

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
* Tractor Sales data are year-to-date through October and Net Farm Income forecast for 2010 dated November 30, 2010.
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Challenge
Managed money and swap dealers are back in

the market.

Index Average net long contracts as percent of open interest
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Opportunity/Challenge

If other countries adopt U.S. technology, global

agricultural production could surge.

Million Metric Tons of Corn Million Metric Tons of Corn
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Opportunity
A steep yield curve provides opportunities

for low cost financing.

U.S. TreasuryYield Curve Rates
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Challenge

When the Federal Reserve decides to exit from quantitative

easing (QE) policy, agribusinesses may face challenges.

Federal Reserve Balance Sheet: Assets

Billion Dollars
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Questions?

Federal Reserve Bank of Kansas City - Omaha
Branch

www.kansascityfed.org/omaha




	The Outlook for Agribusiness and Its Impact on the Global Economy
	Opportunities and Challenges for Agribusinesses
	U.S. food expenditures have rebounded.
	An elevated unemployment rate weighs on consumer demand.
	U.S. agricultural exports have rebounded.
	A growing world population boosts international food demand, but what will they eat?
	Inflation is expected to be flat in most emerging and developing countries. One notable exception is China.
	What does the Eurozone Sovereign Debt Crisis mean for the U.S. economy and agriculture?
	Stronger farm incomes boost �agricultural equipment sales.
	Managed money and swap dealers are back in the market.
	If other countries adopt U.S. technology, global agricultural production could surge.
	A steep yield curve provides opportunities �for low cost financing.
	Slide Number 13
	Slide Number 14

