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Federal Reserve Beige Book:
Summary on the Agricultural Sector

The Beige Book is a Federal Reserve System publication covering current economic conditions across the 12 Federal Reserve
Districts. It characterizes regional economic conditions and prospects based on a variety of mostly qualitative information,

gathered directly from District sources.

Federal Reserve Districts

National Summary

conomic activity expanded at a moderate Mineapols ‘Lm
pace since mid-February. Several Districts ",ﬁe‘wm
reported moderate employment gains de-  .sarenoso o edephia

spite hiring and retention challenges in the labor

market. Consumer spending accelerated among

retail and non-financial service firms, as COVID-19

cases tapered across the country. Manufacturing

activity was solid overall across most Districts, but

supply chain backlogs, labor market tightness, and
elevated input costs continued to pose challenges N
on firms’ abilities to meet demand. Vehicle sales _ _acwrone
remained largely constrained by low inventories.
Commercial real estate activity accelerated modestly as office occupancy and retail activity increased.
Districts’ contacts reported continued strong demand for residential real estate but limited supply.
Agricultural conditions were mixed across regions. Farmers were supported by surging crop prices, but
drought conditions were a challenge in some Districts and increasing input costs were squeezing pro-
ducer margins across the nation. Outlooks for future growth were clouded by the uncertainty created
by recent geopolitical developments and rising prices.

Atlanta - Alabama, Florida, and Georgia; 74 counties in the eastern two-thirds of Tennessee; 38 parishes of southern Louisiana; and 43 counties
of southern Mississippi.

Agricultural conditions remained mixed. Parts of the District experienced moderately dry conditions. On a month-
over-month basis, Florida’s orange crop and grapefruit productions were down 5 percent in Feb-
ruary and both forecasts were below last year’s production. Agriculture contacts noted fertilizer "‘

and chemical costs have doubled recently and are expected to remain elevated over the next six
months. The conflict in Ukraine is expected to have a “profound effect” on commodity prices going

Chicago - Iowa; 68 counties of northern Indiana; 50 counties of northern Illinois; 68 counties of southern Michigan,; and 46 counties of southern
Wisconsin.

forward, especially for potash, a critical component of fertilizer.

Agriculture markets experienced price increases and substantial volatility during the reporting period related to
Russia’s invasion of Ukraine. Prices for corn, soybeans, and wheat moved higher, as did input pric-
es, particularly for fertilizer and diesel fuel. Some farmers switched to using manure as fertilizer, ‘ '
though availability was limited, particularly in areas without substantial livestock activity. Rising “‘
input costs led to a shift in planting plans from corn to soybeans, which require less expensive
inputs. In addition, concerns deepened about whether input deliveries would be in time for plant-
ing. On average, prices for cattle, hogs, eggs, and milk were all up from the prior reporting period. Strong gains
in farmland prices continued, in part because of greater interest by investors.
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St. Louis - Arkansas; 44 counties in southern Illinois; 24 counties in southern Indiana; 64 counties in western Kentucky; 39 counties in northern Mississippi; 71
counties in central and eastern Missouri; the city of St. Louis; and 21 counties in western Tennessee.

Agriculture conditions have improved slightly since our previous report. The number of acres planted across
the District for corn, cotton, rice, and soybeans was little changed from last year. Tennessee saw the most
growth of all District states, with a moderate increase of 10% in acres planted. Corn and rice were planted in
lesser quantities compared with last year, while cotton and soybeans increased in acreage. Contacts have ex-
pressed concern about a continued rise in input costs and availability of inputs, particularly fertilizer.

e St Louis

Minnea pOliS - Minnesota, Montana, North Dakota, and South Dakota,; the Upper Peninsula of Michigan; and 26 counties in northern Wisconsin.

District agricultural conditions improved moderately heading into planting season. Strong crop prices appeared to outweigh
increases in input costs, bolstering incomes, according to contacts; however, livestock and dairy
producers were seeing their margins squeezed. Early reports indicated a reduction in District corn
acres planted and an increase in wheat and soybean acres in 2022.

Minneapolis o

Kansas City - Colorado, Kansas, Nebraska, Oklahoma, and Wyoming,; 43 counties in western Missouri; and 14 counties in northern New Mexico.

The Tenth District farm economy remained strong alongside elevated commodity prices, but volatility and uncertainty in global
markets emerged as a risk for the sector. The price of wheat and corn increased rapidly, and soybean prices
increased modestly in March as the conflict in Ukraine led to expectations of substantial disruptions in global .
production and trade activity. The turmoil also led to rapid increases in the price of major inputs such as fuel and -
agricultural fertilizers. While crop prices supported farm revenues, concerns about the cost and availability of .-‘
agricultural inputs intensified, and higher feed prices could also pressure profit margins for livestock producers. -_-
In addition, the surging grain prices increased costs for food processing facilities in the District.

Dallas - Texas; 26 parishes in northern Louisiana; and 18 counties in southern New Mexico.

Drought continued to worsen across much of the district, hampering agricultural conditions. Higher input costs—including fuel,
fertilizer, and machinery—are pinching the financial position of many agricultural producers. While higher crop
prices can help alleviate some of the financial pressure, it remains to be seen if prices will still be high at harvest B,
time when producers have a crop to sell, and drought risk is deterring many from forward contracting at current
prices. On the livestock side, cattle prices have been flat to down over the past six weeks and feed costs have
risen sharply, and as a result some herd culling has begun.

San Francisco - Alaska, Arizona, California, Hawaii, Idaho, Nevada, Oregon, Utah, and Washington—plus American Samoa, Guam, and the Commonwealth of
the Northern Mariana Islands
Conditions in the agriculture and resource sectors strengthened a bit. Strong demand for regional agricultural products
contributed to elevated food prices that are expected to continue to rise. At the same time, input cost increases
also accelerated with one contact projecting most farmers to break even as the best scenario this year. Greater
costs were attributed to higher expenses for fertilizer, labor, and fuel. A stronger dollar contributed to a decline
in agricultural exports over the first quarter of 2022. Additionally, multiple contacts reported periodic disruptions
in agricultural exports due to lack of shipping containers and port congestion. Transportation costs were report- ==
ed to increase two-fold over the last year. While these disruptions are expected to subside, many believed that
prices will remain elevated relative to the pre-pandemic level.
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For more information:
For more information on other sectors of the U.S. economy or to access the complete Federal Reserve Beige Book summary,
see: https://www.federalreserve.gov/monetarypolicy/files/BeigeBook_20220420.pdf.
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