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Risk Management Challenges

• Today’s Outline
– A booming farm economy
– Near term risks

• Ethanol
• Exports
• Energy

– Long term risks
• Productivity
• Demographics
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U.S. Crop Prices



Regional, Public, and Community Affairs
FEDERAL RESERVE BANK OF KANSAS CITY

Photos courtesy of USDA

4,702

1,639

4,319

3,282

2,180

841
766

110 447
0

1000

2000

3000

4000

5000

6000

2006 forecast 2007 forecast 2008 forecast
0

1000

2000

3000

4000

5000

6000
Dollars per acre (average 2008 to 2015)

Calculations based on USDA cost and returns data and FAPRI forecasts of crop prices, yields and production costs.

Corn

Soybeans

Wheat

Capitalized Net Returns to Land from 
U.S. Crop Production 

Boosting Returns to Crop Production.



Regional, Public, and Community Affairs
FEDERAL RESERVE BANK OF KANSAS CITY

Photos courtesy of USDA

Non-Irrigated Land Values
(Tenth Federal Reserve District)
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Land Value Growth Has Surged
In The Great Plains
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in the Red.
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Risk Management Challenges

• Today’s Outline
– A booming farm economy
– Near term risks

• Ethanol
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A 15 Billion Gallon Wall?
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U.S. Ethanol Production, Mandates,
and Corn Use
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Risk Management Challenges

• Today’s Outline
– A booming farm economy
– Near term risks

• Ethanol
• Exports
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U.S. Agricultural Exports
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Fueled by Growth in
Developing Countries.
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Risk Management Challenges

• Today’s Outline
– A booming farm economy
– Near term risks

• Ethanol
• Exports
• Energy
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Strong Global Demand and Supply 
Concerns Boost Energy Prices
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Farm Input Costs Rise More 
than Expected
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Risk Management Challenges

• Today’s Outline
– A booming farm economy
– Near term risks

• Ethanol
• Exports
• Energy

– Long term risks
• Productivity
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A New Economy is Built on Productivity

• Efficiency: Output per Input 
The ability to create more things with fewer inputs.

(Bushels per acre)

• Value: Value per Output
The ability to create things of higher value.

(Dollars per bushel)

Productivity

Which part of productivity does 
U.S. agriculture struggle with?
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Output
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New Opportunities For the 
Agricultural Economy

• Value-added Agriculture

Cost: 

Square Watermelon 
$82 

Regular Watermelon       
$15 to $25

Source: BBC

Japanese Watermelon

http://www.snopes.com/photos/odd/graphics/watermelon2.jpg
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A Rising Middle-Class in China 
Changes World Demographics.
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Economic Growth in China
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Where Will Agriculture’s Next 
Generation of  Leaders Emerge?
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Conclusions

• Today’s farm boom is eerily similar 
to the 1970s.

• Ethanol, exports, and energy are 
near-term risks.

• Productivity and demographics are 
long-term risks

• Risk management is key to surviving 
agriculture’s boom/bust cycles.
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