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2019 Ag Commodity Markets and the
Bumpy Road Ahead

Join Doug Johnson from Moody’s Analytics and Mike Pearson, Co-Host of Ag
News Daily as they discuss the uncertainty and volatility of the Ag commodity
markets and the impact it's having on Producers and Ag Lenders alike.

The concern we have is not about “Farming Today”. Our concern is about
“Farming for the Future” and the requirements it will take for Producers and
Ag Lenders to remain relevant as our industry faces challenges from the Ag
commodity markets and capital requirements needed to remain sustainable.

We're in a tough cycle in Agriculture right now, and how your Producers and
your staff adapt will be key to remaining viable in the future.
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2019 Ag Commodity Markets and the
Bumpy Road Ahead

Agenda:
» Toolbox of Data
» Help Producers understand the Business vs. Tractors
* Help create better Partnership

* Global Commodity Headwinds
« Trade Agreements
« Technology

 National / Local Drivers that could shift Markets
 Wealth vs. Recession
« Next Generation Eaters

« Don’t React: Make Your Plan | Understand Your Plan | Execute Your Plan
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Moody’s Analytics Loan Origination

(‘ SaaS Platform

Product Solutions Integrated Tools

Data
Integration

Lending Stress
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Ag Peer Ag
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Ag Peer Comparison: Internal & External

Peer Comparison e Dots  tetic Cuteuts

TOCR ._ Profit Margin

Liquidity ROA
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Ag Peer Comparison: Internal & External

Benchmark to Bank | State | Regional | National
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Ag Scorecard

Score Now
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Ag Scorecard
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Bank Risk Rating
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MOODY'S ANALYTICS

Moody's can help
predict Probability of
Default (PD) and
identify potential Risk
in your portfolio

2019 Ag Commodity Markets and the Bumpy Road Ahead

Moody's Ag Scorecard
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Presenters

Mike Pearson
Co-Host of “Ag News Daily”

Doug Johnson

Director — Sales Management
Moody’s Analytics Lending Cloud
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2019 Ag Commodity Markets and the
Bumpy Road Ahead

Headwinds:

Global headwinds facing the Commodity Markets:
* Global Production
« We've taught the world how to farm
» Technology leveled the playing field

« “War of Words”
« Trade Agreements
» Lack of Trade Agreements

» Global Drivers that could shift Markets

 Wealth vs. Recession
 Next Generation Eaters
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Global Production / Yields

Agricultural Lands of the World
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Global Production Continues to Increase

Figure 3: Brazil and Argentina Corn Production (Million MT)

Figure 2. U.S. and South American Soybean Production
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Chinese Production
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Protein Consumption

Meat consumption in the US
Average annual consumption per person, by type of meat
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Changing Asian Labor Market

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

MOODY'S ANALYTICS
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US Demand & Trends
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US Demand & Trends
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U.S. organic food retail sales, 2005-2015e—Fruits and vegetables are still the top category
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Note: e = estimated. NBJ estimates of U.S. organic food sales are typically somewhat lower

than Organic Trade Association estimates.

Source: USDA, Economic Research Service using data from Nutrition Business Journal (NBJ),

2015.
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Meat Production Continues to Increase

Global Production

[ %]
o
L]

- ]
M Libs US Red Meat and Poultry Production E SemCpt AR (Pw),  w—DR C0) ——Pouliry meat (rtc)
8 200 = Sheepmeat|{cwe) sk - = Fish from capture
100 DmBroiler mmBeef BMPork DTurkey -e-3 Change s - - Fish from aquaculture -
e =
[] I E =
s -k = 150
B0 100
40 7 R M
20 0
2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025
1

Source: OECD-FAD

MOODY'S ANALYTICS 2019 Ag Commodity Markets and the Bumpy Road Ahead 18



Trade Policy

Top 5 U.S. Agricultural Markets
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Trade War Fallout Continues

Brazil Has Overtaken U.S. Soybean Exports
Metric tons

W Brazili mU.S. ®Argentina

80M
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as the top
soybean
exporter 40
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China is out of the US Bean Market

US exports of soybean to China
down 98% percent in 2018
$ min US exports of soybean to: $ min
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Corn Markets

MOODY'S ANALYTICS
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Weather Market!
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CBOT July, December Corn Contract
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Corn Commitment of Traders Report
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Soybean Markets
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July, November Soybean Contract

Soybean Jul :19 (ZSN19) - Barchart.com
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Soybean Nov '19 (ZSX19) - Barchart.com
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Soybean Commitment of Traders Report
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Slow Exports Continue
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Wheat Markets
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September 19 Chicago Wheat

Wheat Sep-19 (ZWU19) - Barchart.com
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Livestock Markets

MOODY'S ANALYTICS
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August 19 Live Cattle

Live Cattle/Aug '19 (LEQ1D9) - Barchart.com
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Cattle on Feed

U.S. Cattle On Feed
Lots Over 1000 Head
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August 19 Feeder Cattle

Feeder Cattle Aug '19 (GFQ19) - Barchart.com
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Dairy Markets
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June 2019 Class Il Milk

Class 11l Milk Jun '19 (DLM19) - Barchart.com
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Pork Markets
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July 2019 Lean Hogs

Lean Hogs Jul '19 (HEN19) - Barchart.com

|\‘\|H'”’I
I

85.000
80.000
oy ll

! 75.000
70.000
74654
/—/ 50000

[ — — S E—
.................................................... Beata m...n.........l|||I|II| |I|...Im|||.||. ||||I||I|||I| Il“lllll. L 7043

NNNNNNNNNN Jan 7 Jan 21 Feb 4 Feb 1 Mar 4 Mar 18 May 13

MOODY'S ANALYTICS 2019 Ag Commodity Markets and the Bumpy Road Ahead 39



Farm BiIll

"
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US Dollar Strength Continues

U.S. Dollar Index Jun '19 (DXM19) - Barchart.com
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Small Things: Significant Risks

” _OBGANIC |
= FARMING

L TERNAIIVE
A ARMING
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Food for Thought: Why do we do this?

* 7% Farmers have Marketing Plans
« Farmers store grain and use as their Checkbook

 Historically majority of Producers sell crop at bottom 1/3
of markets

 Markets want to force out inefficient Producers
* Price below Cost of Production
« 8 of 10 years Markets down | 2 of 10 years Markets
bullish

“I can’t help you if You can’t help you”
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What's on the Horizon?
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e Commercial &
2019 Ag | ending Conference 2019

SEPTEMBER 16-18, 2019 | OMAHA, NEBRASKA

Strengthening our Lending Community Together!

Helping grow your lending business through education, innovation and community.

www.moodysanalytics.com/CALC19
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