Travel Tips on the Ag
Banking Roadway
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On the Road Again...

&=» Know your vehicle
“ Stay on the road

% Enjoy the sights along the way
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Know your vehicle

* Your bank
* Fuel level — analysis and decision credit

Changing Ag Banking Landscape
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Changing Ag Banking Landscape
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What is your Credit Box?

=,
Leverage =] Cash flow
Structure —
Collateral E amortization,
covenants

Reporting
requirements

Risk rating

Advance rates
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Know your vehicle

* Your bank
* Fuel level — analysis and decision credit

* Fluid levels — co-workers, documentation
staff

Fluid Levels

* Co-workers
* Relationship managers
* Credit Analysts
* Risk Officers
* Senior Management
* Coordinators or Admin
* Documentation staff
* Legal — internal/external
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Investment in Al

Al investment is likely to grow in the next three years
Private Al investment (dotted lines show GS revenue projections®*)
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Know your vehicle

* Your bank
* Fuel level — analysis and decision credit

* Fluid levels — co-workers, documentation
staff

* Tires — Management




Tires — Management

Ag Department
management

e Experience through cycles

(Ofe] 0 [ Gl 1N E a0V * Knowledge of Agriculture
management e Experience through cycles

SN [eI@aaF-TaFE =Gl Clgi 9l © How do you keep them informed/educated

Board of Directors * How do you keep them informed/educated
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Know your vehicle

* Your bank
* Fuel level — analysis and decision credit

* Fluid levels — co-workers, documentation
staff

* Tires — Management
* What do your sensors tell you?




Stay on the Road

* Credit standards —where are the lines

* Speed limit - pricing, margins, monitoring
systems

Going the wrong way

U.S. net farm income and net cash farm income,
inflation-adjusted, 2004-249F

USDA Economic Research Service
S U.S. DEPARTMENT OF AGRICULTURE
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Note: F = forecast. Values are adjusted for inflation using the U.S. Department of Commerce, Bureau of
Economic Analysis, Gross Domestic Product Price Index rebased to 2024 by USDA, Economic Research
Service. Net cash farm income (NCFI1) is equal to gross cash income minus cash expenses. Net farm income 7
(NFI1) is a broader measure of farm sector profitability that incorporates noncash items, including changes in
inventories, economic depreciation, and gross imputed rental income.
Source: USDA, Economic Research Service, Farm Income and Wealth Statistics. XRT ADVISORS
Data as of December 3, 2024. ARTS of N TE




Livestock good, Crops bad...

U.S. farm business average net cash farm income by

resource reg a4F
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Average change for all farm businesses = -3 percent
Note: F = forecast. The partial budget forecast model is based on the Agricultural Resource /@

Management Survey using parameters from the sector forecasts. The model is static and does
not account for changes in crop rotation, weather, and other location-based production

impacts that occurred after the base year. Alaska and Hawaii are not included in the survey data.
Source: USDA, Economic Research Service, Farm Income and Wealth Statistics, December 3, 2024.
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Farmer Sentiment

S s Financial Health Sentiment

| | FARMEIKC L

100%

Negaive

70% 80% 90%

309% 40%

Livestock

FOX ST ADVISORS




Stay on the Road

* Credit standards —where are the lines

* Speed limit - pricing, margins, monitoring
systems

* Emergency vehicles — weather events, tariffs

Export challenges

in million bushels
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Figure 1. Total Corn Exports by the United States and Brazil //é
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Drought persists

December 3, 2024

u- S- Dro ugh t Monitor (Released Thursday, Dec. 5, 2024)

3 Valid 7 a.m. EST
éﬁ. __ ]

5

Drought Impact Types:

~’ Delineates dominant impacts

S = Short-Term, typically less than

6 months (e.g. agriculture, grasslands)
L = Long-Term, typically greater than
6 months (e.g. hydrology, ecology)

Intensity:

None

DO Abnormally Dry

D1 Moderate Drought
D2 Severe Drought

D3 Extreme Drought
D4 Exceptional Drought

IRE000

David Simeral
Western Regional Climate Center
The Drought Monitor focuses on broad-scale conditions.

Local conditions may vary. For more information on the
.

2 Drought Monitor, go to
‘@' FOXST ADVISORS
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The Trend is your Friend

U.S. major animal product exports are exceeded only by the European
Union

Exports (billions of U.S. dollars)
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Note: Trade data include USDA, Foreign Agricultural Service’'s Production, Supply and
Distribution categories of beef, pork, chicken, and select dairy commodities of butter,
cheese, dry skim milk products (nonfat dry milk), dry whole milk powder, and fluid milk. Data
are not adjusted for inflation.

Source: USDA, Economic Research Service using data from Trade Data Monitor, Eurostat,

and Stats NZ.
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Opportunity: Are you knocking?

Figure 3. Composition of Feedstock Usage for Annual Production of U.S._
Renewable Diesel by Volume and Major Feedstock Type, 2011 - 2023
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Stay on the Road

* Credit standards — where are the lines

* Speed limit - pricing, margins, monitoring
systems

* Emergency vehicles — weather events, tariffs

* Consequences of breaking the rules of the road -
problem loans, workouts, charge-offs




Income and Repayment slows down

Chart 1: Farm Income and LLoan Repayment Rates

Farm Income Farm Loan Repayment Rates
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“Bankers responded by indicating whether conditions during the current quarter was higher than, lower than or the same as inthe year-carlier period. The index @
numbers are computed by subtracting the of who "lower" from the percentage who responded "higher’ and adding 100.
Note: Information about farm income is only collected for the Kansas City, Minneapolis, and St. Louis Districts.
Sources: Federal Reserve District Surveys of Agricultural Credit Conditions FOXST ADVISORS
Problem Loans tick up
Chart S: Problem Loan Rates, Q3
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ote: Respondents were asked to indicate the percentage of their bank’s farm loan portfolio currenty on the “Watch™ and “Classified™ lists.

srrower fi 1 condi etc.). A “Classified List- loan is a loan with a defined weakness Gnadequate debt service, insolvent
>llateral position, etc.) that requires specific documentation and potential bank reserve adjustments.
* Mountain States include Colorado, northern New Mexico and Wyoming, which are grouped because of limited survey responses from each state. FOXST ADVISORS

For purposes of this article, a “Watch List” loan is interpreted as a qualifying credit but is being closely ed for in @




Tied at the hip?

Land Value & Ag Exports
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