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Topics of interest 1st Quarter 2024

International agriculture:

In last year’s outlook 2023, the implications of the Russia/Ukraine war for international trade in
agriculture were a major focus. Fairly comprehensive sanctions on Russia and Belarus, as well
as war generated disruptions in Ukraine and Russia’s exports of agricultural commodities, had
disrupted many markets relevant to U.S. export-oriented agriculture. While both the war and
the sanctions remain, their economic consequences for agriculture seem to have been
somewhat mitigated in the last year.

Fertilizer prices were one of the markets most disrupted by the war. Russia and Belarus are
major suppliers of fertilizers, especially potash. Reduced supplies of natural gas to Europe also
disrupted the production of other fertilizers. Fertilizers prices fell throughout 2023 (Quinn,
2023). It seems that fertilizer markets have largely adjusted to the shock, through utilizing
increased output of alternative suppliers, and the rearranging of international supply chains in
this input (Lvovskiy, 2023).

Prior to the war, Ukraine and Russia were both large exporters of agricultural commodities,
especially wheat. Wheat prices fell throughout 2023, and now sit below their prewar levels
(USDA, 2023). Supply chains in wheat markets have also been spatially reallocated, with
Ukrainian wheat often now travelling through Europe rather than the Black Sea. Associated
disruptions to the European market generated some trade policy disputes in 2023, including
the filing of a World Trade Organization (WTO) complaint by Ukraine against protective
measures taken by Poland, Hungary and the Slovak Republic (WTO, 2023).

Oil and gas markets were also disrupted by the Russian invasion of Ukraine. Prices in these
markets also appear to have normalized. The retail price of diesel in the U.S. for example, sits
very near its pre-war levels, as can be seen in Figure 1.



FRED — Average Price: Automotive Diesel Fuel (Cost per Gallon/3.785 Liters) in U.S. City Average
6

=

U.S. Dollars

w

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

Shaded areas indicate U.S. recessions Source: U.S. Bureau of Labor Statistics fred_stiouisfed.org

Farmland Values:

In 2023, the Federal Reserve Bank of Chicago saw an annual increase of six percent in its
farmland values (see table and map below). With lllinois and Indiana having single-digit
increases, annual agricultural land value changes for those two states were lower in 2023 than
in 2022. lowa had a small, single-digit annual decrease in farmland values for its first decline in
the last five years. In contrast, Wisconsin had a double-digit annual increase in agricultural land
values for 2023. Wisconsin bankers noted “nonfarm pressures still exist, notably solar” and
“there is not a lot of farmlands available for sale.” District farmland values increased two
percent from the third quarter of 2023 to the fourth quarter.

Percent change in dollar value of “good” farmland
October 1,2023 January 1, 2023
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January 1, 2024 January 1, 2024
Illinois +1 +4
Indiana +2 +7
Iowa -2 -1
Michigan * *
Wisconsin +4 +14

Seventh District +2 +6
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Farm Bill Update:

Background

Last year we reviewed factors that complicated the passage of new legislation replacing the
2018 Farm Bill before its expiration. Prime among those factors was the 2022 election yielding a
division in the Congress with Democrats holding the Senate and a new Republican majority in
the House of Representatives.

As expected, conflict on spending issues dominated the economic policy debate in 2023. While
much of the first half of the year was complicated by debt ceiling negotiations, the second part
of the year was dominated by the appropriations process. Government shutdowns were
averted with two rounds of continuing resolutions. The first of these triggered a change in
Republican leadership in the House and in November a second continuing resolution was
passed extending the debate on federal spending into early 2024. As part of that November
continuing resolution, the 2018 Farm Bill had its termination date extended to September 30,
2024, with no changes to its functionality.

In May of 2023, the Congressional Budget Office (CBO) published the spending projections that
serve as the baseline budget for a replacement farm bill. As expected, those numbers indicated
that continuing the 2018 Farm Bill forward for ten years would cost more than $1.4 trillion with
84 percent of that being claimed by nutrition programs.

The delay in passing federal spending bills for 2024 means that the farm bill debate is going to
be pushed into the heat of a general election year where debates in Congress serve proxy for



broader agenda items (e,g. immigration or international aid) making compromises more
difficult to achieve.

At an optimistic extreme, it’s possible that legislators look to the Farm Bill as a last chance
before the general election to demonstrate the ability to work together for a large constructive
compromise on a bill that is critical to farm and rural economies as well as the poorest
households in the nation. At the opposite extreme, this year could feature continued policy
brinksmanship with the only agreements being made when consequences of delay are most
dire, which increases uncertainty for markets and households that are served by farm bill
programs. In that event, we would almost certainly reach October 2024 with no replacement
farm bill and face the same unresolved issues we have experienced for the past several years.

Weather Outlook:

Valid: Apr-May-Jun 2024
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The National Weather Service Central Region Climate Outlook says there is weak signal for
above normal precipitation from the central Midwest into the central Rockies, with a lean
towards drier than normal conditions further north around the Great Lakes, where there is low
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soil moisture and below normal snow depth.



Seasonal Precipitation Outlook &
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The National Weather Service Central Region Climate Outlook says there is weak signal for
above normal precipitation from the central Midwest into the central Rockies. Confidence is

low for spatial coverage of this area favoring above normal precipitation due to conflicting
signals.

Clearly this growing season will present economic as well as weather challenges. There will
more than likely be some challenging surprises that we do not foresee. Even with that we are
hopeful in the anticipation in reaping benefits.



