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Global Poverty Has Radically Declined Since 1970:

OIERE Share of the World Population living in Absolute Poverty, 1820-2015
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Meanwhile, the Number of People Living Above the Poverty
Line Has Exploded:

World population living in extreme poverty, 1820-2015
Extreme poverty is defined as living at a consumption (or income) level below 1.90 "international $" per

day. International $ are adjusted for price differences between countries and for price changes over
time (inflation).
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Land is the Ultimate Scarce Resource in Agriculture:

m Chinese soybean imports in 2015/16 were 3.05bn bushels, or 65m
acres.

m Butin 2001, about 600m bu, or 15m acres.

m US Ethanol usage is 5bn bu, net of DGS is about 3.4bn bu, or 22m
acres

m Compared to 2002, about 500m bu, or 2m acres.

m A total of 70m acres of additional land just to meet the #1 and #2
sources of demand.

m There is massive soy demand globally...these numbers don’t count
Chinese oilmeal or feedgrain demand, or Korea, Mexico, Japan,
Brazilian domestic demand, etc.



The best cure for high prices is...

m Global soybean production has increased by 4.7bn bushels
m Global corn production has increased by 16.7bn bushels
m Global wheat production has increased by 5.8bn bushels



Where are we going from here?

m Global Grain Stocks are ample.

m But not crazy large...
m S. Am is looking for another huge crop

m Domestically:

m Corn prices are being pressured by soybean acrage shift fears.
m Soybean demand, outside of exports, is okay.
m Soy exports, obviously, have been crushed.

m Macro

m US Economy appears to be slowing
m Trade uncertainly continues to haunt



World Corn Stocks
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The Three-Legged Stool of Corn
Demand...

* Feed Use:

* Has been growing based on strong animal number
growth

* But profits in all species are now week
e Cattle herd not shrinking, but not much growth

e Ethanol
* Continue to see some growth, but slow

* Exports
* Bright spotin 18/19
* Less wheat competition around the world.



US Corn Stocks
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World Soybean Stocks/Use
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US Soybean Exports
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Chinese Soybean Imports
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US Soybean Exports
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Soybean Market Summary

e Domestic demand:
e Solid

e That’s it...

e Tariffs are not lifted until President Xi or Xinhua
announce it

* Until then, be opportunistic.



The Long Term Outlook is Great...

How do you get there?



Get Your Marketing in Order

* Worry more about strategy, less about
tactics

* Realign your marketing:
 Weak balance sheets need less risk, not more.



So how to be a better marketer?

e With Economics...



Economic Truth #1: Futures
markets are really efficient

* The only way to get meaningfully higher prices is to
take more risk.

* There is simply no free lunch



So what to do with that?

* Reduce the risk of utter failure by spreading out
crop sales:
* Pre-plant
* Pre-harvest
e Post-harvest

* Each period you should have a set of price targets
set, and a MINIMUM amount to market.



What does a marketing plan look
like?

* A marketing plan is a set of written instructions to
protect you from yourself.

* It has an ordered process:

1. Calculate total equity, working capital per acre,
cost of production per acre, and historical
profitability.

2. Use those to calculate quantity/profit targets
Place those targets in time windows

4. Consider how insurance interacts & update
targets.

5. STICK TO THE PLAN.
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Economic Truth #2: In commodity
production, the low cost producer

always wins.

* The lowest cost producer earns a profit first and
continues the longest.

* YOU CANNOT BE A LOW COST PRODUCER
WITHOUT GOOD RECORDS.
e Each ‘economic unit’ should have a cost report:
 All land that you own can be one ‘unit’
e Each landlord’s properties should be a ‘unit’



Many other options:

* HarvestProfit has many really helpful management
tools and courses.

* Nearly all accounting software can drive costs to
the field or landlord level.

* Main requirements: time.



What should you be doing?

e Be financially conservative.
e Stop buying stuff!

* Equipment, trucks, etc.



Lets talk about
deductions:

* If you have revenues of $500,000
* If you have expenses of $300,000

* If you have a tax rate of 50%...

* You pay $100,000 in taxes.
* Your after-tax income is $100,000.

www.matthewcroberts.com 24



Lets talk about
deductions:

* |f you have revenues of $500,000

* |f you have expenses of $300,000
e And you increase your deductions with a $50,000 pickup.
e Expenses are now $350,000.

with a tax rate of 50%...
* You pay only 75,000 in taxes! (saving $25k!)
* But your after-tax income is $75,000.

www.matthewcroberts.com 25



What else should you be doing?

e Be financially conservative.
e Stop buying stuff!
* Equipment, trucks, etc.
* Consolidate suppliers
* It’s time to place survival ahead of ‘relationships’
* Build working capital

* Paying taxes is better than accumulating toys.

* Work through rents with landlord
* Move toward flex leases...

* November 27t articles in most papers about farm
bankruptcies.



Get your household finances in
order.

 Fastest-growing (as %age) portion of income
statement.

* This is a highly-variable income industry.
* Both intra-annual (seasonally) and
* Inter-annually (over years)

* Can your family finances handle this?
* YNAB.com, an excellent app to implement Dave Ramsey
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Questions?
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