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Agribusiness Economy Georgia’s Largest Sector
65 products with significant farm value production-

$12.0B farm value, $68.9B direct and indirect value -
380,000 jobs

R Cotton

est of -

commodities 9.7% Eggs
26.7% L 4.8%

Broilers
38.3%

PecansPeanuts
30% 19% 39% 40%

Ag Forecast 2012 Authors — Humphreys, Escalante, Fonsah,
Shumaker, Smith, Smith, Shurley, Stegelin, McKissick, Lacy,
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2009 Total Farm Gate Value
GA=%$11.3B

2010 — Up significantly to $12.1 B
2011 — Likely higher from Crops

2012 — Even higher from Animals

Poultry &
Fruits & Nuts Eggs

| $652,321 - $20,000,000

; $20,000,000 - $45,000,000

| $45,000,000 - $80,000,000
$80,000,000 - $200,000,000 e A

$200,000,000 - $475,048,630 e FE




What About 2012?

| $652,321 - $20,000,¢

| $20,000,000 - $45,000,000

| $45,000,000 - $80,000,000
$80,000,000 - $200,000,000

$200,000,000 - $475,048,630

Slow Rate of Growth for US and GA.

Commodity Prices Peaked in 2011,
Remain Relatively High/Variable.

Input Prices/Cost Continue to Rise,
especially crops.

Weak Dollar Helps GA and Ag Exports,
But Growth Limited. Europe Crisis is
Strong Headwind to Growth.

More Policy Uncertainties, Election
Year Politics vs. Needed Fiscal Policy

Another Dry Spring? Greater Potential
to Impact Production.




KEY MACRO FACTORS

 Economic growth

* Energy cost
 Exchange Rates
* Employment

* Interest rates
* Deficits
* Housing market




Economic Growth
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Federal Surplus or Deficit

Federal Surplus or Deficit [-] (FYFSD)
Source: The White House: Office of Management and Budget
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U.S. Misery Index
1948 - Present

© 2011 www_ InflationtData.com

Prepared By Timothy McMahon
Updated 12/16/2011
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R'E'al Gross Domestic Prﬂ'dUCt CBO expects that the economic recovery will

(Trillions of 2005 dollars, logarithmic scale)
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continue but that real (inflation-adjustad)
GDP will stay below the economy’s
potential—a level that corresponds to a high
rate of use of labor and capital—until 2017.
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Sources: Congressional Budget Cffice; Departrment of Commerce, Bureau of Ecomormic Analysis.

Motes: Real gross domestic product is the output of the economy adjusted to remove the effects of inflation. Potential GDP is CEOYs estimate of the output that the
economy would produce with a high rate of use of its labor and capital resources. Data are quarterly. Actual data for GDF, which are plotted through the second quarter
of 2011, incorporate the July 2011 revisiors of the mational income and product accounts. Projections of GOP, which are plotted through the fourth quarter of 2021, are
based on data issued before the revisions. Shaded bars indicate periods of recession.



Agricultural Outlook
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Crop-related expenses are forecast to resume rapid growth in 2011

Ag Inputs and Production $ bilion

Expenditures

Variable costs of producing crops will
climb another 15-20% in 2012, with il

volatile fertilizer and seed prices being ol
primary drivers of increases.
10 _/\/

Fertilizer price follows the oil price; %9
increasing use of complex genetic traits Bl e o o o w owon ow woe ow oo ow owon
have increased seed p”'ces. 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2011F

Pesticide prices will vary by product. = Seeds Fertilizer = Pesticides

Source: Econormic Research Service. USDA.
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Georgia Animal Industry Outlook

Beef/Dairy/Pork/Equine Broilers/Eggs

2011 same

. $0 - $3,000,000
$3,000,000 - $5,000,000 2012 $0 - $1,000,000
$5,000,000 - $10,000,000 90,000 S 00, 00
$10,000,000 - $40,000,000
J $40,000,000 - $100,000,000

$100,000,000 - $363,791,473

$10.000,000 - $15,000.000 Significantly
$15,000,000 - $60,478,017 HIGHER




Meat supplies were slightly larger
in 2011 but will be lower in 2012

2011 2012
2010 | Projected | Forecast | 11vs 10 12vs 11
Commodity BILLION POUNDS PERCENT CHANGE
Beef 26.41 26.30 25.08 -0.42% -4.86%
IPork 22.46 22.78 23.21 1.40% 1.85%
Total Red Meat* 49.18 49.37 48.58 0.38% -1.63%
IBroilers 36.52 36.84 36.11 0.87% -2.02%
Total Poultry** 42.59 43.09 42.39 1.16% -1.65%
Total RedMeat & Poultry 91.77 92.46 90.97 0.75% -1.64%

Source: USDA-WASDE, January 2012 Report
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U.S. Drought Monitor 212"

Yy

intensity Crought impact Types,
D0 Abnormally Dry r~ Defineates dominant impacts
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Continuing drought will keep hay prices
high and limit expansion in the beef sector

U.S. Seasonal Drought Outlook
Drought Tendency During the Valid Period
— Valid for January 19 - April 30, 2012
D) ':L\‘g ~———_Released January 19, 2012
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Drought ongoing, some ) o . )
" improvement Depicts large-scale trends b:l_sqc[ on sub]ectl\.re_ly derived probabilities guided
by short- and long-range statistical and dynamical forecasts. Short-term events
- Drought likely to improve, - such as individual storms — cannot be accurately forecast more than a few days in advance.
impacts ease Use caution for applications - such as crops — that can be affected by such events.

"Ongoing” drought areas are approximated from the Drought Monitor (D1 to D4 intensity).
Drought deve[opment For weekly drought updates, see the latest U 5. Drought Monitor. NOTE: the green improvement
likely areas imply at least a 1-category improvement in the Drought Monitor intensity levels,

but do not necessarily imply drought elimination.
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BEEF COWS THAT HAVE CALVED

JANUARY 1, 2011
(1000 Head)

Alaska 5.1

Hawaii 79

US Total 30865

] 160 to 450 (13) |
(] Oto 160 (14) |
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Record High Prices in 2011

MED. & LRG. #1 & 2 STEER CALF PRICES
500-600 Pounds, Georgia, Weekly

$ Per Cwt.
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Livestock Marketing Information Center

Data Source: USDA-AMS, Compiled & Analysis by LMIC 01/18/12
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Projected Prices 2012 and Beyond
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COW-CALF RETURNS
AND CATTLE INVENTORY
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Cost of production will be higher
but should be manageable for most

__$165.00
£ $155.00
O $145.00
¢ $135.00
& $125.00
€ $115.00
2 $105.00
$95.00
$85.00
$75.00

Range of Expected Prices

Cost of Pro

2012
Expected Production Costs in 2012

Variable Costs Fixed Costs
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How Did Broiler Producers Fare in 2011 —What
Does it Means for 20127

BROILER-TYPE HATCHING LAYERS
Average Number On Hand During Month
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Broiler Prices Higher in 2012 on Production Cuts -
Profits Much Improved if Feed Prices Moderate!

RTC BROILER PRODUCTION

Quarterly

Bil. Pounds
9.6

m Avg.
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Broiler Prices Higher in 2012 on Production Cuts -
Profits Much Improved if Feed Prices Moderate!

BROILER PRICES
12-City Composite, Weekly
Cents Per Pound

86 1

84 E "t - " ‘t - 4 + $3/C\‘Nt. _'_AVQ

- /. . . S l 2006-
N ot e , ’ 010

80 | e 7 ‘ -2,
: , \‘/ v-'-\ - - -2011
74 -\P‘/\A N\

72
70 1

—_—2012

THE UNIVERSITY OF GEORGIA
COLLEGE OF AGRICULTURAL & ENVIRONMENTAL SCIENCES




Milk Prices Remain High, Profits
Improved With Reduced Forage and Feed
Costs?

$22/Cwit.
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CROPS OUTLOOK
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Crop Agriculture — Can Increased
Revenues be Repeated (Doubtful)?

O ops °* Prices Good in Almost
$2.4 B 2010 all Georgia Row Crops
UP Big in 2011 on Tight Supply.

DOWN in 2012

* High Prices Have Cut
Into Demand.

 Will Feed Prices

$30,000,000 - $100,616.482 Improve for Animal

$5,000,000 - $15,000,000
$1,000,000 - $5,000,000
$0 - $1,000,000

some!

$15,000,000 - $30,000,000 -' Agricu |tu re? Yes
l




Profit Scoreboard

Assumes Land Rent of $65/acre

Chance
Commodit Avg Pocket & | Potential of

y Yield Returns | Positive

Returns
Corn - Dryland 85 bu $6.00 $381 $129 75%
$4171 $40 58%
Cotton — Dryland 700 1b $0.88 $493 $119 13%
$652 -$39 43%
Peanut - Dryland 2900 1b $700 $711 $304 80%
$905 $111 62%
Soybean - Dryland 30 bu $11.00 $304 $26 59%
$3176 -$46 34%

THE UNIVERSITY OF GEORGIA
COLLEGE OF AGRICULTURAL & ENVIRONMENTAL SCIENCES




Irrigated Returns Above Variable Costs Comparison for Georgia’s

Major Row Crops, 2011 and 2012
(Does not include land rent, custom work, hand weeding, or fixed costs)
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-
Selected Georgia Row Crop Acreage,
2006-2011
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Million bushels

il

Corn Utilization
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U.S. Corn Supply and Demand
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Ornamentals (Green Industry) Summary

e Economy and
Demand Key

* Flexibility in Retail

e New Products

also Key
$0 - $1,000,000 $586M 2010,
$1,000,000 - $3,000,000 down in
$3,000,000 - $6,000,000 2011, stable

| $6,000,000 - $10,000,000 _
' $10,000,000 - $61,751,425 In 2012




Environmental Horticulture
Situation and Outlook Georgia 2012

* Key industry success factors:

economies of scale, production and Environmental Horticulture
marketing of premium quality plants, Farm Gate Value Shares, 2010
expansion of export markets, use of

appropriate growing structures and

technology, wise water management.

2.60%

*  Profit margins to suffer in 2012 as price
competition puts squeeze on operating
incomes albeit input and production costs
continue to climb; lower pre-order quantities
and numbers of orders.

Container Nursery
EField Nursery
Greenhouse

Floriculture
B Turfgrass & Sod

37.70% _
Miscellaneous

* Inelastic demand for environmental
horticulture means a price increase is
marketer’s and producer’s primary means of
capturing revenue and re-growing business
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What About 20127

« Animal prices higher, better profit
potential.

* Crop prices remain relatively
high due to overall tight supply
demand balance ,decent profits
again but lower farm gate value.

» Vegetable and fruits production
value growth assuming...

« Ornamental markets stable

Bottom Line —returns high enough if can make
the crop or have the animal ? Deal with input
and output variability!




-
Policy Impacting Georgia Ag in
2012 (and Beyond!!

 Labor— Immigration reform state and federal? Changes to guest worker
programs. What about E-VERIFY and Education to use???

* Exports/Imports — Free trade pacts? Savannah harbor deepening, Exchange rates.

* Reqgulatory - Especially Animals — Fed. “Greenhouse gas” emissions, pesticide
registrations, point source pollution permits, (GIPSA) contract production, other
animal ag potential regulations. NEW Food Safety law.

 Ag Economic Development — FED. Taxes, Ga. Sales Tax on Manf. And Ag Energy,
economic development incentives. Fed — economic development/transportation
funding

» Energy Policy — GHG regulations, Cap and Trade, Food/fuel debate & tax and
development incentives, mandates, import restrictions for bio and alternative fuels

e FARM BILL 2012 — Tight funding, Concern — safety net for crop ag in Georgia,
Conservation Funding, “crop” insurance and possible expansion to other products.

« Water— Ga’s 10 regional water plans including S & D, Cl Fed ruling, contingency
plans, other.
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Thank you for attending!




