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Summary

* Net cash farm income forecast down 11.5 percent relative to 2015.

* Yield and production are expected to grow to record or near record levels for many commodities, including corn and
soybeans in 2016, driven by higher planted acres and favorable weather conditions.

« Crop cash receipts are expected to decrease by 3.7 percent ($7.1 billion) in 2016.
« Livestock cash receipts are expected to fall by 9.8 percent ($18.7 billion) in 2016.

« Government payments are projected to rise 24.8 percent to $13.5 billion in 2016:
Price Loss Coverage (up 171.5 percent) and Agricultural Risk Coverage (up 50.8 percent).

« Federal insurance indemnities net of farmer’ share of premiums forecast down 20.7 percent to $3.7 billion.

« Total production expenses are forecast to fall 2.8 percent, and for the second year in a row, led by declines in
livestock/poultry expenses and in manufactured inputs such as fertilizers and fuel.

* Declining farm sector assets (down 2.2 percent) and stable debt (down 0.8 percent) are forecast to erode equity by 2.4
percent.
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Net cash farm income forecast to fall below 10-year moving averages
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The GDP chain-type price index is used to convert the current-dollar statistics to real (inflation adjusted) amounts (2009=100)
Source: USDA, Economic Research Service, Farm Income and Wealth Statistics. Data as of August 30, 2016.
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Net cash farm income and net farm income forecast to fall below their
10-year moving averages
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Source: USDA, Economic Research Service, Farm Income and Wealth Statistics. Data as of August 30, 2016.
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Net farm income driven lower by commodity receipts, partially offset by higher government
payments and lower expenses, relative to 2015
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71.5
0.3
Net farm income forecast to fall $9.3 billion
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F= Forecast.

Source: USDA, Economic Research Service, Farm Income & Wealth Statistics.
Data as of August 30, 2016
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Crop receipts forecast down for nearly all major crops in 2016
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Source: USDA, Economic Research Service, Farm Income and Wealth Statistics
Data as of August 30, 2016
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Cattle/calves and chicken eggs forecast lead declines in cash receipts in 2016
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Source: USDA, Economic Research Service, Farm Income and Wealth Statistics
Data as of August 30, 2016
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Government payments forecast to increase 24.8 percent to $13.5 billion in 2016
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Source: USDA, Economic Research Service, Farm Income and Wealth Statistics using FSA, NRCS, and CCC data. Data as of August 30, 2016.
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Federal Government payments transition from to price based
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Source: USDA, Economic Research Service, Farm Income and Wealth Statistics using FSA, NRCS, and CCC data. Data as of August 30, 2016.
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Federal commodity insurance indemnities down sharply since 2013
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Source: USDA, Economic Research Service, Farm Income and Wealth Statistics
Data as of August 30, 2016
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Federal Government payments and net Federal insurance indemnities contribute relatively
small percentage of net cash farm income
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Source: USDA, Economic Research Service,
Farm Income and Wealth Statistics
Data as of August 30, 2016
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But during low net cash farm income years, Federal Government payments and net Federal
insurance indemnities have greater impact
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Source: USDA, Economic Research Service,
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$ Billor Total cash expenses forecast to fall 3% in 2016
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Cash expenses grew by 7.1% on average
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on average from 2014 to 2016.
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Source: USDA, Economic Research Service, Farm Income and Wealth Statistics
Data as of August 30, 2016

LA’S__I_)_A Economic Research Service

www.ers.usda.gov




Reduced spending on livestock purchases and fertilizer projected to lead cash expenses lower
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m2015 =2016F Drop in expenses for inputs that
50 traditionally come from the farm sector,
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Source: USDA, Economic Research Service, Farm Income and Wealth Statistics
Data as of August 30, 2016
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So far, fertilizer prices in 2016 below 2015 levels
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Farm real estate™® represents the majority of the sector’s assets
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F= Forecast. Values are adjusted using the chain-type GDP deflator, 2009=100.
*Real estate includes the value of land and buildings
Source: USDA, Economic Research Service, Farm Income and Wealth Statistics. Data as of August 30, 2016.
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Farm real estate debt expected to grow slowly in 2016
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Farm real estate debt approaching early 80’s peak

S billion (2009 Dollars)
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Source: USDA, Economic Research Service, Farm Income and Wealth Statistics. Data as of August 30, 2016.
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Farm sector debt-to-asset and debt-to-equity ratios expected to rise slightly in 2016
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Source: USDA, Economic Research Service, Farm Income and Wealth Statistics
Data as of August 30, 2016
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Farm businesses account for 41% of farms, but over 90% of value of production
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Source: 2014 Agricultural Resource Management Survey (ARMS)

L:'S/_D__é Economic Research Service

www.ers.usda.gov



Average net cash farm income flat or down for most crop farm businesses except cotton, rice,
and wheat in 2016 V
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1/ Farm business forecasts apply a partial budget model on the 2015 Agricultural Resource Management Survey (ARMS) using parameters from the sector forecasts. Data
as of August 30, 2016.
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Average net cash income expected to fall for most farm businesses specializing in animals and
products in 2016 Y/
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1/ Farm business forecasts apply a partial budget model on the 2015 Agricultural Resource Management Survey (ARMS) using parameters from the sector
forecasts. Data as of August 30, 2016.
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2016 net cash farm income regional impacts are mixed for farm businesses

Percent change, 2015-16F
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The partial budget forecast model is based on the 2015 Agricultural Resource Management Survey (ARMS) using
parameters from the sector forecasts. The model is static and does not account for changes in crop rotation,
weather, and other location production impacts that occurred after the base year. Data as of August 30, 2016.
Source: USDA, Economic Research Service, Farm Income and Wealth Statistics.
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More than 90 percent of crop farm businesses have a D/A ratio below the 0.4 threshold in 2016

Share of farm

businesses
10% - Highly leveraged crop farm
businesses forecast at 5.9%
of total businesses, trending
8% - up since 2011.
Extremely leveraged crop
% 1 farm businesses (debt-to-
asset ratio above 0.71)
39 - expected to remain stable
at 4.3%.
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—— Debt-to-Asset ratio (.41-.71) — = Debt-to-Asset Ratio (.71 +)

The partial budget forecast model is based on the 2015 Agricultural Resource Management Survey (ARMS) using
parameters from the sector forecasts. The model is static and does not account for changes in crop rotation,
weather, and other location production impacts that occurred after the base year. Data as of August 30, 2016.
Source: USDA, Economic Research Service, Farm Income and Wealth Statistics.
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Share of highly leveraged and extremely leveraged livestock farm businesses set to rise slightly

Share of farm

businesses
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Highly leveraged livestock farm
businesses forecast at 5.2% of total
8% - businesses for 2016.
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The partial budget forecast model is based on the 2015 Agricultural Resource Management Survey (ARMS) using
parameters from the sector forecasts. The model is static and does not account for changes in crop rotation,
weather, and other location production impacts that occurred after the base year. Data as of August 30, 2016.
Source: USDA, Economic Research Service, Farm Income and Wealth Statistics.
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Questions?

Email:
Farm Income Team

Kevin Patrick
KTPatrick@ers.usda.gov farmincometeam@ers.usda.gov

Visit the Farm Sector Income and Wealth Statistics website:
http://www.ers.usda.gov/data-products/farm-income-and-wealth-statistics.aspx

Our new visualizations let you dive into the financials of the farm sector:

The Farm Income Atlas

Digging Into the U.S. Farm Balance Sheet

Commonty inurnee

Farm Income Atlas

Get to Know Your State
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