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Image by Tucker Nichols as shown in What Is Economics Good For?, by A. Rosenberg & T. Curtain, NY Times, 
8.24.2013 https://opinionator.blogs.nytimes.com/2013/08/24/what-is-economics-good-for/

https://opinionator.blogs.nytimes.com/2013/08/24/what-is-economics-good-for/


“The trouble with economics 
is that it lacks the most 
important of science’s 
characteristics – a record of 
improvement in predictive 
range and accuracy.”   

A. Rosenberg & T. Curtain 
NY Times – 8.24.2013



economic data: 
view through your 
own lens 

Presenter
Presentation Notes
View economic data through your own lens so that you can maneuver through risk and unlock value.  Options are more expensive when there is more risk, so there are a number of valuable options.  



baseline GDP forecasts
2019 vs. 2020

Source: USDA-ERS International Macroeconomic Dataset at 
https://www.ers.usda.gov/data-products/international-macroeconomic-data-set.aspx

Presenter
Presentation Notes
International Macroeconomic Data SetThe ERS International Macroeconomic Data Set provides historical and projected data for 189 countries that account for more than 99 percent of the world economy. These data and projections are assembled explicitly to serve as underlying assumptions for the annual USDA agricultural supply and demand projections, which provide a 10-year outlook on U.S. and global agriculture. The macroeconomic projections describe the long-term scenario that is used as a benchmark for analyzing the impacts of alternative scenarios and macroeconomic shocks.  The projections assume there are no changes in policy and abstract from business cycle effects.  Historical data are available for real (inflation-adjusted) gross domestic product (GDP), inflation, population, and real exchange rates from 1969 to the most recent available year, and each variable is projected forward to 2031.

https://www.ers.usda.gov/data-products/international-macroeconomic-data-set.aspx


United Sates GDP Growth Forecasts: 
2019 to 2030  

Average = 1.89% 

2.86%

2.50%



World GDP Growth Forecasts: 
2019 to 2030  

Average = 2.73% 

3.08%

2.50%



China GDP Growth Forecasts: 
2019 to 2030  

Average = 5.49% 

6.40%

6.27%



India GDP Growth Forecasts: 
2019 to 2030  

Average = 6.31% 

7.50%

6.59%



Brazil GDP Growth Forecasts: 
2019 to 2030  

Average = 2.49% 

2.30%

1.00%



Mexico GDP Growth Forecasts: 
2019 to 2030  

Average = 2.04% 

2.30%

0.54%



Country Avg. growth 
2019 to 2030 

Difference in 
avg. growth 
2018 to 2020

U.S. 1.89% - 0.19% 
China 5.49% + 0.16%
India 6.31% - 1.02% 
Mexico 2.04% - 0.26%
Brazil 2.49% - 0.70% 
World 2.73% - 0.15%

Long-Run Average GDP Growth (2019 to 2030) 



Feb 17, 2020 

Presenter
Presentation Notes
China… a big factor indeed.  Who knows.  Risk.  



• GDP growth steady 
• small downward adjustments
• susceptible to short-run shocks  
• > 3% look to developing world 

thoughts on global output 



farm financial outlook



-9% 

+ 3.3%

Presenter
Presentation Notes
Note – since 2010 the mean % error from Feb to Feb of previous year is approximately 9.8%.  Based on this, the 2020F in February of next year is likely to be 9.8% greater than the current level.  So, would be 109.6 x 1.098 = 120.31.  This year 2019 forecast is 120.4 so nearly no change really.  READ MORE ABOUT THE DISCREPENCY BETWEEN THE TWO NEED TO READ THE SUMMARY BETTER HERE FOR A DISCUSSION .. 





Government Farm Program Payments 
2011 to 2020F 

$5.13B $3.69B

$14.31









Debt vs. Working Capital  

+ 43%  from 2012 to 2020F

- 69%  from 2012 to 2020F





Commodity 
Specialization / 
Resource Region 

Change 2019F to 
2020F 

Correlation
w/Fruitful Rim 
(2011 to 2020)

Fruitful Rim -4.4% 1.00
Cotton -16.7% 0.16
Specialty Crops -6.0% 0.76
Other Crops -14.4% 0.68
Cattle / Calf -13.4% 0.74
Dairy +4.0% -0.13

Average Net Cash Farm Income: Farms > $350K 

AZ net farm income correlation with Fruitful Rim 
(2011 to 2018) = - 0.34  



• revenue flat – less govt. support
• higher expenses (baring interest)
• equity keeping solvency in check
• debt vs. liquidity divergence 
• AZ better diversified 

thoughts on farm finance 





0.25%

Dec’17 
1.50%

Dec’18
2.50%

Dec’19
1.75%

http://fred.stlouisfed.org/graph/?g=qbpw


CME Fed Watch: a 
market-based forecast 

https://www.cmegroup.com/trading/interest-rates/countdown-to-fomc.html

https://www.cmegroup.com/trading/interest-rates/countdown-to-fomc.html


Jan 2020 FOMC Meeting  - This time 
last year 
Probability Federal Funds Target 

0.9% 175 - 200 bps

15.3% 200 - 225 bps

78.9% 225 – 250 bps 
4.8% 250 – 275 bps

0.1% 275 – 300 bps



Dec 2020 FOMC Meeting 
Probability Federal Funds Target 
0.8% 25 - 50 bps

5.2% 50 - 75 bps

17.3% 75 – 100 bps 

32.3% 100 – 125 bps

31.7% 125 – 150 bps

12.7% 150 – 175 bps 



N  

FOMC 
Forecast 
< 4% 

Natural Rate of 
Unemployment  

Unemployment 
Rate = 3.6%



FF = 2.50

FF = 1.5

FF = 1.75



3 Mo vs. 10 Yr spread
1.32% 

Treasury Yield Curve: Feb 2018 



3 Mo vs. 10 Yr spread
0.23% 

Treasury Yield Curve: Feb 2018; 2019 



3 Mo vs. 10 Yr spread
0.01% 

Treasury Yield Curve: Feb 2018; 2019; 2020 



3 Mo vs. 10 Yr spread
- 0.47% 

Treasury Yield Curve: Feb 2007 



Real Investment vs. 10 yr. Treasury Rate 

http://fred.stlouisfed.org/graph/?g=qbru


Real Investment vs. 10 yr. Treasury Rate 

http://fred.stlouisfed.org/graph/?g=qbru


• Fed on the short end? 
• long end more interesting
• yield curve inversion? 
• long-term down trend (10 Yr) 

thoughts on interest rates 





ag trends: follow 
the money 



2010
25 Deals 
$159 Million 

2019 
566 Deals 
$3.23 Billion 

Investments in Ag Products & 
Related Services; Crop Production; 
Animal Production (Non M&A) 

$

Source: CB Insights 





Investments in 2019 

Source: CB Insights 



Micronutrients - Food Security 

$100K 

Source: CB Insights 



Organic Pea Protein  

$127M 
Source: CB Insights 



Converting natural gas (methane) into food, 
creating high value fish, livestock, and pet 
nutritional products that don’t interfere with the 
human food chain

$138.4M 
Source: CB Insights 



Cell Grown Meat   

$13M 
Source: CB Insights 



Cargill – Acquisitions in 2019

• Beckers
• Campollo
• Kanspol
• Pro Pet 
• Smet  

• Swine Feed / Brazil 
• Poultry / Columbia 
• Poultry / Poland 
• Private Label Pet Food
• Gourmet Chocolate

Source: CB Insights 



• consumer driven food trends
• efficiency & sustainability needs
• cheap & plentiful capital  
• developing world growth 

thoughts on ag trends 



100% certainty 

Presenter
Presentation Notes
Talk about the various risks and things we are facing in agribusiness today: Water Commodity price volatility and recent period of low prices Labor policy Trade wars M&A; AI in agriculture; CRISPR; Consumer backlash; etc.  ; idea is to maneuver through risk – provide a lens 



Thank you! 

Mark Manfredo, Ph.D. 
Professor and Director

Morrison School of Agribusiness
manfredo@asu.edu

Twitter:   @AgriBizProf  

mailto:manfredo@asu.edu
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