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Outline

» Factors affecting the global wheat market
— World grain production, use & trade
— Export and import situations

« U.S. total wheat situation
* Which crops pay for the acres

e Grower outlook for the future

— Demographics of farmers
— Production costs




Outline

 Industry production issues
— Technology
— consolidation

* Industry promotion issues
— Nutritional value

—Whole grains
— White wheat




Basic commodity production and use information available through National Ag in the
Classroom www.agclassroom.org

Foreign Ag Service and producer investment partnerships into international market
development through U.S. Wheat Associates www.uswheat.org, U.S. Grains Council
www.grains.org, and United Soybean Board www.soybean.org



World Wheat
Production, Use & Trade
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Relatively flat production, use and trade numbers for last ten years. Use has been greater
than production for six out of last seven years.



World Corn
Production, Use &Trade
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Production & Use have increased from 600 MMT to 772 MMT. Use has outpaced
Production in seven out of last eight years.



World Soybean
Production, Use &Trade
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Note comparative MMT on y-axis is significantly smaller than wheat & corn. Still sizable
growthin production. Use has outpaced production in only two of past six marketing years.



Factors Affecting the
Global Wheat Market

1. World stocks at 30 year low; export origin
holdings down 29%; stocks-to-use at historic low.

2. U.S. export pace up 54% from last year. With 13

weeks in the marketing year to go, exportable
supplies are dwindling.

3. Import demand explodes, despite record prices
— Importers remove import restrictions/subsidize consumption

— Global food use demand sets a new record, 10 MMT above
2006/07

4. Exporters impose export restrictions
— Ukraine/Russia/Argentina impose export restrictions

Demand growingin India and China and incomes rising.



Factors Affecting the
Global Wheat Market

5. U.S.winter wheat seedings below expectations.

— Planted area increased for SW and SRW while HRW fell from last
year. HRW entered dormancy in very dry conditions.

— S8trong competition between crops in HRS region, seeding report
released March 31. Durum expected to rise.

6. Global plantings to rise. EU & Black Sea planted
area up.

7. Biofuel production strengthens competing crop
prices globally.

8. Ocean freight rates at record highs
9. 2008/09 beginning stocks at “bin bottoms”
10.Dollar exchange rate plummets

U.S. wheat prospective plantings up 6%, market anticipated a higher increase based on
pricein the futures market. Wheat can be grown on every continent except Antarctica.
Agriculture exports are the reason for relatively balanced import/export situation in the
u.s.



World Wheat
Production & Use
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Clearly reinforces that Production has not kept up with Use.

10



U.S. Crop Planted Area
Comparison
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1997/98 Marketing years shows influence of federal agriculture program planting flexibility
and introduction of biotechnology that produces more bushels per acre. Dramatic call for
corn acres last year resulted in soybean acres decreasing.



Wheat Production in
the U.S.

13



U.S. Ending Stocks
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Cargill Ag Horizons Topeka facility holds 2 million bushels of wheat stocks.

These low stocks are signaling through market price for farmers to producer more wheat.



U.S. Wheat Area and
Production
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U.S. produced 56 MMT of wheat with about 1/5 of that production ‘typically’ coming from
Kansas. North Dakota did produce more bushels of wheat in 07/08.



Factors in Production

* Planting flexibility allowed by federal
agriculture programs
— Want planting decisions to come from the
marketplace
* \Weighing stewardship decisions with
rapidly changing marketplace signals

— $6/bushel wheat in Sept ‘07 and $10/bushel
wheat in March ‘08

As stewards of our natural resources, farmers make decisions on a long term basis. Typical
cropping rotations are 3 or 5 year rotations. 1996 Freedom to Farm legislation allowed
marketplace signals to influence those rotations. 2007 saw some change to rotations based
on call for corn acres and wheat prices. Farmers want to keep good planting rotations for
stewardship of their fields through volatile market conditions.

18



David & Lisa
Schemm,
sons & father

Sharon Springs, KS
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Age of KS Wheat
Farmers
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According to National Ag Statistics Service 2002 Census of Agriculture there are 24,000
wheat farmers in Kansas. About 5,000 producers have more than 500 acres of wheat. Just
over 4,000 farmers have 250-499 acres of wheat. About 5,000 farmers have 100-249 acres
of wheat.
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Wheat Harvest 2007

Tools of the trade: from left, tractors & grain carts, combines and semi-truck.
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Wheat Harvest 2007

Combines operating in the wheat field.
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Wheat Harvest 2007

Unloading the grain into the semi truck for transport to the grain elevator for storage,
blending and transportation to domestic processors or export ports.
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Cost of Production
Increases

e -

Operating costs increase

— 2003 to 2005 increase for KS wheat farmers
$18/acre (100% increase)

Land value & capital costs
Gas, fuel, oil

— Farm cost of $13,102 gas, fuel and oil in
2004 are $20,468 in 2006 (56% increase
over 2 years)

Fertilizer (raw material = natural gas)

Data from the Kansas Farm Management Association.
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Industry production
issues

* Consolidation

— Producers: Low cost
provider means most
efficient production
methods

— Handlers:
Transportation costs for
all segments increasing

— Inputs: Raw materials
from other countries,
forecasting supplies in
rapidly changing market

Ability to market the commodity and protect themselves from the volatility and uncertainty
inthe marketplace are separating good managers from the poor managers.
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» Biotechnology

— manipulation of
biological organisms
to make products

— contributes to food
production, waste
disposal, mining, &
medicine.
Although biotechnology has existed since
ancient times, some of its most dramatic
advances have come in more recent
years. Modern achievements include the
transfer of a specific gene from one
organism to another.
- MSN Encarta
www.encarta.msn.com

Biotechnology, the manipulation of biological organisms to make products that benefit
human beings. Although biotechnology has existed since ancient times, some of its most
dramatic advances have come in more recent years. Modern achievements include the
transferal of a specific gene from one organism to another (by means of a set of genetic
engineering techniques known as transgenics.

Pictureis of foods that utilize biotechnology in research & development.
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KS Wheat & Corn Yields

Biotech corn introduced
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Producers choosing other technologies available in crops like corn to plant on acres that are
historically wheat acres. Producers are telling us they want technology in wheat to allow
yields to compete with corn. Farmers need to produce more as acreages continue to
decline.



* Food comes from
U.S farms not
grocery store

— U.S. agricultural
production fuel a
large portion of
economy

* Nutritional value
of wheat foods

— Value of enriched
flour in diets

One dollar to a farmer turns over in the economy about 7 times.
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