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Despite rising production expenses, U.S. farmers doing very well
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Beef prices expected to continue rising while pork and poultry prices remain high
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Global demand projected to keep long run U.S. net farm income strong 

Source: USDA Baseline & ERS Farm Income Statistics
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1. Global economic growth and the rise of the “middle 
class” in developing countries

2. Value of the U.S. dollar

3. Worldwide biofuels production

4. Role of trade and trade liberalization

5. Energy and agricultural input prices

6. Additional crop land

7. Biotech developments



By 2025, 53% of the world’s households will have joined the 
middle class (greater than real PPP incomes of $20,000/yr).

Global economy emerged from worst recession in decades in 
2010.  Despite recent challenges, developing countries performed 
better and growing faster than developed countries. 

Impact on global food demand will be significant due to higher 
income elasticities for food in developing countries. 



Most of the increase will be in developing countries, particularly in Asia
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China, India dominate the outlook but growth is everywhere
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Lower income countries spend much of that additional income on food
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Source: USDA, Economic Research Service; Foreign Agricultural Service
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Sources:  FAS Overseas Posts & FAS/W Staff Analysis consistent with USDA Long-term Agricultural Projections.

But rate of growth during 2006-2010 is expected to slow 

Excludes ethanol for use  in human consumption (beverages).
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Global agricultural trade has grown sharply over the past decade --
should reach $1.2 trillion over next decade.  

Most countries’ agricultural imports have increased substantially, esp. 
China and East/Southeast Asia.  U.S. and EU imports growing, too 
particularly for consumer-oriented, high value foods.

Almost all major agricultural exporters have seen sharp gains in recent 
years – not just the U.S. 

FTAs have proliferated worldwide, boosting trade.  This will continue --
with or without the U.S. 
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Source: GTIS and FAS projections
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Commercial scale agriculture is energy and input intensive –
planting, growing, harvesting, transporting, processing, packaging. 

In recent years, input prices have risen in response to strong 
growth in global demand for energy and ag products.  Prices of 
diesel, fertilizer, seed, and agricultural chemicals have risen. 

Land rental rates are rising as well as value of farmland rises, thus 
adding to production cost pressures. 

Rising costs pressure farmers’ operating margins -- expected to 
continue as expenditures rise faster than cash receipts thru 2023.  



Source: International Monetary Fund:  International Financial Statistics
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Softening commodity prices over much of the next 10 years, combined with rising  
production costs, will significantly reduce operating margins through 2023
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Where will the increase in land under cultivation occur?  Storage and 
transportation infrastructure and marketing costs will play a big role. 

Also, land tenure issues, laws governing foreign investment, and the 
degree of price transmission will be major issues.

South America will likely lead in land expansion (largely new frontier 
lands in Brazil) as will parts of the Former Soviet Union (esp. Russia 
and Ukraine).  New tech is boosting the role of double cropping.

Africa has more uncultivated land but high marketing costs, poor 
infrastructure, and long distances from markets will be a constraint.  

Most of the increase in production will come from yield growth but some will 
come from new land under cultivation or double cropping of existing land 



Globally 446 million hectares of uncultivated land (1.1 billion acres*)

123 million ha

202 million ha

3 million ha

52 million ha

14 million ha

Sub-Saharan Africa   47%

M. East & N. Africa     87%

E. Europe & C. Asia   83%

East & South Asia     23%

Latin America & Car. 76%

Share of Land With Travel Time 
to Market < 6 Hours

Source: World Bank

*1 acre = 0.4047 ha



The big exception is for oilseeds (especially soybeans) due to booming Chinese demand which caused 
a significant increase in planted acreage in Brazil
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Big drop in U.S. yields in 2012/13 is due to worst drought in decades

Source: USDA PS&D Database
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USDA does not publish alternative baseline projections and only publishes 
once a year. The projections in this presentation were based on economic and 
policy assumptions developed in fall of 2013 and published February 2014.

Current outlook assumes gradual improvement in global economy and stability 
in emerging markets.  However, any unexpected economic “shocks” that 
reduces food demand in emerging markets would undermine our optimism.

If a new crisis occurs and reduces food demand in emerging markets, it could:

Reduce the growth of the middle class in emerging markets

Further increase the value of the U.S. dollar (safe haven response)

Reduce global trade (including agricultural trade) 

Reduce almost all dollar-based commodity prices

Reduce farm income

While our current outlook is cautiously optimistic, a new emerging market crisis 
or a hard-landing in China could negatively affect the outlook



The long term price and profit outlook has been reduced  from last year but still 
looks promising.  

Continued growth in global food, feed, (bio)fuel, and fiber demand should 
overcome the effects of a strengthening U.S. dollar to keep food and agricultural 
prices from returning to the pre-2006 levels.

Much of this new demand will be centered in emerging markets and trade 
opportunities appear brightest in China, Southeast Asia, Middle East/North Africa, 
and Latin America.

However, the long term outlook for profitability has been reduced from last year.  
With the outlook for crop prices reduced, both the total profitability of agriculture 
and operating margins will come under pressure.  If so, this could affect new 
investment into agriculture (land and new technologies).  

Our cautious optimism is based on no unexpected surprises in the global economy.  
Should emerging market economies stumble, it could undermine our price and 
profit outlook.  

Cautious optimism is the best way to characterize our outlook




