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Presenter
Presentation Notes
WASDE – Provide a summary of the WASDE, with focus on the US corn market given its importance to all major commodity markets Futures markets – following an examination of the WASDE, think about futures prices as a forecast and the value of futures as a price forecast Predictions for the future – note that forecasting is hard, and if you are 49% right you are good and keep job, but note  you can do 1% better flipping coins 



Economic growth

“Charlie and I plead ignorance and firmly 
believe that near-term economic and 
market forecasts are worse than useless..”

Warren Buffett 
Berkshire Hathaway Shareholder Letter - 2022  



Real GDP - % Change from Previous Quarter 
2019 2020 2021

Data Source: U.S. Bureau of 
Economic Analysis  

2022

Presenter
Presentation Notes
Southwest = 7.3  AZ Rank  9 All above are oil & gas states    Alaska; Texas; OK; Wyoming; ND  NM; West Virginia Oregon Southwest as defined as (AZ, NM, OK, and Texas) had best GDP quarter change at 7.3 



Real GDP Growth - Annual % 

Data Source: U.S. Bureau of Economic Analysis  

Avg. = 2.6%

Presenter
Presentation Notes
Here are the statistics (since 1980): average 	2.6min 	-2.8max 	7.2Statistics since 1930: Since 1947 no consecutive years decline (45, 46, 47)				Consecutive in depression - 1930,1931, 1932, 1933 				Mean 	3.3	Min 	-12.9	1932Max 	18.9	1942Median	3.2	



Real GDP Growth - Annual % 

Data Source: U.S. Bureau of Economic Analysis  

Avg. increase following 
negative year = 3.9%  
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Presentation Notes
Statistics since 1930: Since 1947 no consecutive years decline (45, 46, 47)				Consecutive in depression - 1930,1931, 1932, 1933 



3.9

Presenter
Presentation Notes
Southwest = 7.3  AZ Rank  9 All above are oil & gas states    Alaska; Texas; OK; Wyoming; ND  NM; West Virginia Oregon 



Annual GDP Forecasts 

Data Source: Economist Intelligence Unit (EIU) Database 

Country 2023 Forecast 
Avg. Forecast 
2024 to 2027

U.S. 0.30% 1.90%
Canada 0.50% 1.95%
Mexico 1.10% 2.28%
Brazil 1.00% 1.65%
Russia -2.60% 1.23%
India 5.40% 6.35%
China 5.70% 4.25%
World 1.90% 2.68%

Presenter
Presentation Notes
The EIU forecasts are fairly consistent with other forecasting entities: Average about 0.4% 



Country 2022 2023 Forecast 
Avg. Forecast 
2024 to 2027

Ukraine -35.5% 0.7% 3.2%
Guyana 59.0% 23.0% 20%**

Data Source: Economist Intelligence Unit (EIU) Database 

Interesting GDP Data



• Recession?  Length?  Impact?  

• China’s growth continues to mature with longer-term 
growth prospects shifting to India 

• Capital constraints?  Cost of capital?   

• Need for resiliency 

thoughts on economic growth  



Interest rates & inflation

“A nickel ain’t worth a dime 
anymore…” 

Yogi Berra 



12 month % change in CPI (Jan 23 vs. Jan. 22)  

Source:  U.S. Bureau of Labor Statistics 



FF Target: 
4.5% - 4.75% 
Feb 2nd

FF Target: 
0.25% - 0.50% 
Mar 17, 2022 

Data Source: FRED Database 

CPI % Change vs. Effective Federal Funds Rate   



12 Month % Change in Prices Received and Paid by Farmers Index (2022)  

Prices 
Received  

Prices Paid

Source:  USDA – NASS 





5-Year, 5-Year Forward Inflation Expected Rate

Data Source:  FRED Economic Data  https://fred.stlouisfed.org/

2.23% 

Presenter
Presentation Notes
5-Year Breakeven Inflation Rate  (T5YIE)Source: Federal Reserve Bank of St. Louis  Release: Interest Rate SpreadsUnits:  Percent, Not Seasonally AdjustedFrequency:  DailyThe breakeven inflation rate represents a measure of expected inflation derived from 5-Year Treasury Constant Maturity Securities (BC_5YEAR) and 5-Year Treasury Inflation-Indexed Constant Maturity Securities (TC_5YEAR). The latest value implies what market participants expect inflation to be in the next 5 years, on average.�Starting with the update on June 21, 2019, the Treasury bond data used in calculating interest rate spreads is obtained directly from the U.S. Treasury Department.Suggested Citation:Federal Reserve Bank of St. Louis, 5-Year Breakeven Inflation Rate [T5YIE], retrieved from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/T5YIE, February 23, 2021.5-Year, 5-Year Forward Inflation Expectation Rate  (T5YIFR)Source: Federal Reserve Bank of St. Louis  Release: Interest Rate SpreadsUnits:  Percent, Not Seasonally AdjustedFrequency:  DailyThis series is a measure of expected inflation (on average) over the five-year period that begins five years from today.��This series is constructed as:�(((((1+((BC_10YEAR-TC_10YEAR)/100))^10)/((1+((BC_5YEAR-TC_5YEAR)/100))^5))^0.2)-1)*100��where BC10_YEAR, TC_10YEAR, BC_5YEAR, and TC_5YEAR are the 10 year and 5 year nominal and inflation adjusted Treasury securities. All of those are the actual series IDs in FRED.�Starting with the update on June 21, 2019, the Treasury bond data used in calculating interest rate spreads is obtained directly from the U.S. Treasury Department.Suggested Citation:Federal Reserve Bank of St. Louis, 5-Year, 5-Year Forward Inflation Expectation Rate [T5YIFR], retrieved from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/T5YIFR, February 23, 2021.

https://fred.stlouisfed.org/


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


CME FedWatch (accessed 2/27/2023):  
https://www.cmegroup.com/trading/interest-rates/countdown-to-fomc.html

CME FedWatch (Feb. 27, 2023) 
MEETING 

DATE Target Prob Prob > Prob < 
3/22/2023 475-500 76.0% 24.0% 0.0%

5/3/2023 500-525 64.2% 35.8% 0.0%
6/14/203 525-550 50.5% 22.1% 27.4%

7/26/2023 525-550 41.9% 40.9% 17.2%
9/20/2023 525-550 41.4% 41.7% 16.9%
11/1/2023 525-550 39.8% 36.7% 23.5%

12/13/2023 525-550 35.6% 26.5% 37.9%

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


This time last year CME Fed Watch predicted 
only a  0.70% chance that FFR would be 
greater than 250-275 by December 2022 … 
actual was 425-450 



10 Yr. – 3 Mo spread: 1.65% 

10 Yr. – 3 Mo spread: -0.97% Treasury Yield Curve 



• Fed will raise FF rate until inflation is at target level of 
2% to 3% 

• How fast?  How long?  How high?  

• Short-term vs. long-term relationship – precursor to 
recession?  

• Cost of capital, valuations, and financial distress? 

thoughts on interest rates & inflation 



Farm income & 
commodity price outlook 
“It’s all is obvious once it’s over…” 

Dr. Doug Olsen
Professor of Marketing

W. P. Carey School of Business  



2023 Farm Sector Income Forecast 
USDA – ERS (as of Feb 7, 2023) 

% Change from 2022F to 
2023F 

Farm Cash Receipts - 4.3% 
Crop Receipts - 3.1% 
Animal Receipts - 5.7%

Govt. Payments - 34.4% 
Production Expenses + 4.1% 

Feed - 5.1%
Fertilizer - 0.8% 
Interest expense + 22.4% 
Labor + 7.3% 
Fuel & Oil - 14.9% 

Presenter
Presentation Notes
Farm sector production expenses—including expenses associated with operator dwellings—are forecast to increase by $18.2 billion (4.1 percent) from 2022 to reach $459.5 billion in calendar year 2023. When adjusted for inflation, production expenses are forecast to increase by 1.3 percent from 2022 to 2023, remaining below the record-high level of 2014.Feed expenses, the largest single expense category, are forecast at $72.7 billion in 2023, falling $3.9 billion (5.1 percent) from 2022.Fertilizer-lime-soil conditioner expenses, the second largest category, are forecast to have reached a record high in 2022 at $42.5 billion. They are expected to remain high at $42.2 billion in 2023, decreasing by $0.3 billion (or 0.8 percent) as compared with 2022.Interest expenses (including operator dwellings) are forecast to rise by $6.2 billion (22.4 percent) to $33.8 billion in 2023 following a projected increase of $8.2 billion (42.1 percent) in 2022. This reflects expectations that debt levels for the sector and interest rates will continue to grow in 2023, although at a slower rate than in 2022.Labor expenses (including noncash employee compensations) are forecast to rise by $2.9 billion (or 7.3 percent), reaching $42.5 billion. When adjusted for inflation, labor expenses are expected to grow by 4.4 percent, after being staggered in 2022.Fuel and oil expenses are projected to fall by $3.0 billion (14.9 percent) to $17.1 billion in 2023. The 2023 forecast is driven in part by the U.S. Energy Information Agency's forecast of lower diesel prices (by 80 cents per gallon, on average) in 2023. When adjusted for inflation, the 2023 level of fuel and oil expenses is forecast to match the 20-year average. 



Data Source: USDA-ERS

Total Production Expenses (Excluding Dwellings)  



Total Cash Receipts   



S&P GSCI (FKA - Goldman Sachs Commodity Index)

677.4
(Feb 24, 2022) 

822.3
(Mar 8, 2022) 

588.24
(Mar 1, 2023) 

489.3
(Feb 24, 2021) 

+38% 

+21% 
-28% 

Presenter
Presentation Notes
About 48% retracement from the peak… about standard.  



Commodity WASDE Annual Price 
Forecast (as of 2/7/23)

% Change from 2022 
WASDE Estimate 

Corn $6.70 / bu. + 11.7% 

Wheat (All) $9.00 / bu. + 18.0% 

Soybean Meal $450.00 / st. +   2.3% 

Steers  $159 / cwt. +  10.1% 

Milk (All) $20.70 / cwt. - 19.1% 

Cotton (Upland) $0.83 / lb. - 9.2% 

Source:  USDA World Agricultural Supply and Demand Estimates (WASDE) 



Inverted Futures Contract Prices  
(as of 3.1.23)   

• Corn
• Soybeans
• Soybean Meal 
• Soybean Oil 
• Oats 
• HRW Wheat 
• WTI Crude 
• ULSD – Diesel 
• RBOB Gasoline

Source:  cmdtyView by Barchart.com 



Operating Loan Spreads  

Data Source: 
Federal 
Reserve 
Bank of 
Kansas City 
and FRED  
database



Operating Loan Spreads  vs. Loan Delinquency 



• Prices are off their highs…but still high

• Margin squeeze? 

• When and how much will risk be priced into loans?  

thoughts on farm income and 
commodity price outlook  finance 



Presenter
Presentation Notes
Commodity prices Weather Trade Government support 





Thank you! 

Mark Manfredo, Ph.D. 
Professor 

manfredo@asu.edu

mailto:manfredo@asu.edu
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