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Goal Today

Overview: of Input and Output Prices
Where they are how! (short-term)
Where they are’going (leng-term)



[Fertilizer prices are still high

Eertilizer Jan Jan Feb Aug NoV. Feb
20072 | 20082 | 20082 [ 2008¢ | 20082 | 20092
Urea 410 505 210J0) 815 585
Anhydrous 515 775 715 1095 1160 085
32% NI Soelution 270 405 Z10)5 535 560 395
Ammonium Sulfate | 210 240 325 510 2100 500
DAP 335 580 625 1185 1150 7))
Potash 255 420 515 820 820 795

a andmark Coop:  °Frontier ES Coop cInformal Survey Average
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Higher than Iast year,
puUt Nt as high as; this: summer

tEertilizer Jan [Summer| Feb Y%A Y%A
20)0)¢ Max 2009 | from 20087 from: Max
Urea 505 985 585 16% -37%
Anhydrous /75 1235 985 275 =20%
52% N 'Selution 405 535 395 2% -26%
Ammonium Sulfate [~ 240 559 500 25% 4495
DAP 580 1244 795 37% -36%
Potash 420 930 795 89% -15%
10-34-0 1385 088 -29%




Price Indexes

USDA NASS publishes monthly: price
INAEXES for mMany: ag outputsiand inputs

http://tsda.mannlib:cornell.edu/Manntsda
/Viewbocumentinfo.do?decumentiD=1002

Nationall averadge price for the many. items
IN'a Catedory, weighted by: salesivelumes

Many’ categories not reported here
Normalized so 1990-1992 Average = 100
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Short-Term Eertilizer Prices

Donit expect prices ter go muceh lower

Companies believe they: are priced about rght
jor werldidemand and grain markets

Supply’going to be the issue
Pre-purchased/contracted are In'goeod shape
Poor falllapplication windew, Iots of: waiting
Warehouses fiull, norslack in; system
Companies Not NoldiNG! EXCESSES! anymore
[Decide what you want and get It ordered asap
I waiting to buy, could be serious trouble



Chemical

Prices

Price Index (1992 = 100)
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Short=Term Chemical Prices

Chemicals higher than last year (~15%)
Fairly flat since summer

Supply: alse going to be the issue
Pre-purchased/contracted are In' geod Shape

L'otS off Walting by, farmers, COmpanies: Not
OVErstocking o OVer producing

I acres’ shifit terseyheans, shortages Will 0eCur:

- wait teo long, get “shotgun™ ol chemicals,
MOt YoUr SPECIfic needs, and cost more

Decide what you want and get it ordered asap
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Short-Term: Energy: Prices

Pieseli Prices about same: as 2 years ado
Jan 2009 50% lower thaniin Jan 2008
Jan 20095 4% lower than in Jan 2007

.P: Prices Iower than have been for awhile
Jan 2009: 49%lower thanin Jan 2008
Jan 2009: 20% lower than in Jan 2007

Bothrmay: have lower to go



Long-Term Input Prices

PDepends on'interrelated fiactors
World demand fer meat/grain
EREragy Prices

EXChange rates

All'three depend significantly en how: bad
the globalimeltdown is/becomes and how

long it lasts



Global Input Demand

China, India, Brazil: major drVers ofi
InNcreased demand: that INCreased Prices,
put demand' sloewednow with meltaown
EXport driven economies hit hard
less money. for meat/grain demand
Farmers have |ess access tor credit thaniin US

EXchange rates further increasing InpuUt prices
and prices of iImported meat/grain



Energy. and Exchange Rates

Energy. Prices: Iransportation and N Prices

Driven by glebalidemand, so how: bad will the
glebal meltdewn be and When will' it end?

New natural gas plants around werld en ling;
ULS! seen as place to)seak Uprexcess supply.

ExXpect some; downward pressure on N prices
Exchange, rates: dollar strengthening, so

[NCrease costs of INputs and IMports for
other nations




Llong ferm:
What to) Expect from Suppliers

Shifit in willingness to hold' excess supply.
More formality. in; pre-pricing/contracting

Will expect growers to be very: Specific on
AEEdS In advance and take what order

Planrahead & place your orders, don't wWalit
and expect them to have what you want

Want to pushi some of the input price risk
On to farmers



Land Rents

llandlords may: be playing; catchrup

With input and eutput price Uncertainty,
margin risk larger than: before

Flexible CashilLeases more popular

ESA changed: the rules, so donit need to share
goVvE. payments as inryears past

Check with ESA to be sure your lease qualifies
as Not needing to share payments



Flexible Cash Leases

Eormula;

Set max rent and/oer min rent to share
Upside and/or downside risk

Examples: Google “Flexible Cash Lease™
Contact me, ['ve sent links/examples

I must use fixed rent, set final rate in
Mar/Apr or ask torrenegotiate then

Input and output prices more clear by then



Credit: Another Input

Banks are getting tighter on credit
Anecdotes only, no data

[Farmers going te bank toe: ask for operating
credit torbuy inputs

=Sell 80 acres and come back In™

Won't lend you the mongy. iff you pay: that
rental rate™

Talk to your banker!!!



What's Goeing oni with Output Prices?

Grainl prices have decreased and DECOmE
more velatile

Ethanel/biodiesel prices falling as crude oil
and diesel prices decline

Dollar strenger, Soexport demand declined
LLivestock: prices; fialling, se'less grain demand

\World demand Uncertainty, InCreased with' the
financial’ crisis/recession



USDA Monthly: Average: Pricess Received: by Farmers
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CBOIIF Contract PEak Price" Current [Decrease
Dec. Corn June 7:99 4.16 -485%
NoV. Soybeans July 16.37 0.25 -435%
Dec. Wheat March 12.75 6.33 -50%

Source: *Darrel Good (U of IL)




Grain Prices

Soybean futures prices felllless and have
peen climbing relative te corn and Wheat

Will there be: a sighificant acreage shifit te
soybeans in 20097

Acreade shift to'soypeans will affiect short
term fertilizer and chemical input
availability’ and prices; torseme extent:



What aboeut Potatees and Vegetables?
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USDA-NASS national monthly price index for
Prices received by farmers




Same Data Regression Fit

100)

Vegetables
Potatoes
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Vegetables = 5.4%, Potatoes = 13.8%, > Inflation




USDA-AMS weekly: average prices
received at terminal markets for
Central Wisconsin firesh Petatees
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Fresh Potato Prices

Round Red B's have follewed the
“Standard™ post-harvest trend

Russets: Have not seen the post-harvest
Price Increase that had last year

Whenrwill they’ bottom out?

Retall demand for fresh potatees falling
WItHh' lower consumer InRCome



Summary: Short Term

Input prices are aboeut Where they: are
going to be in short term

Availability’ the Dig Issue new, not price

SOME farmers are Notigoing to: et what they,
Want When they: want it

Donit wait, or You may be one of these

Seybean acres will-have important effect on
chemicaliand fertilizer availability

Rents: flex cash Ieases or renegotiate
Stay In communication with your banker



Summary: LLong Term

It all’ depends on how' bad' it gets around the
worldand Whenl it ends

EXpect changes firom suppliers: less willing to
Carhy: StOCKk and more pre-planning on your part

My epinion: Werwill'have a few. years ofi Iower
INPUt prices;, but eventually the global economy.
will start torrellfagain

Input and eutput prices will Increase again

Use the next few years to prepare

Increase energy and input use efficiency



Questions?

PaulrD: Mitchell
UW-MadisenAgl & Applied ECORGMIECS
Ofiice: (608) 265-6514
Cell: (608) 520-1162
Emails pdmitchell@wisc.edu
Extension; WWeb Page:
WWW.aa€e.Wisc.edu/mitchell/extension.htm
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