"newable Energy: What are
f1. = theReal Costs & Benefits?
X Ag Executive Forum

October 9, 2008
St. Louis, MO

Presented by:

©2006 AMERICAN FARM BUREAU FEDERATION®



OPEC REVENUE ON CRUDE OIL SUPPLY DELIVERED, by Quarter

Revenue, $Billion Source: International Energy Agency (IEA), latest public release. Oil, $ per barrel
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Energy Bill Renewable Fuels Standard
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Blender Credit — 51 cents per gallon

Ethanol Tariff —54 cents per gallon
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State Blending Requirements,
Tax Incentives and Producer
Credits (20 States)
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US Ethanol Plants [ =
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US Ethanol Plants
Under Construction
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Quarterly Corn Used for Ethanol Production

* AFBF Estimates
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New Research Confirms Ethanol
Energy Efficiency

Net Positive direct energy balance of
1.5-1.6

Source: University of Nebraska

©2006 AMERICAN FARM BUREAU FEDERATION®




Transforms non-transport
energy such as natural gas
and electricity (coal) to
transport fuels
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Other Factors Influencing
Corn Prices
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CHINA MEAT PRODUCTION, 1985 to PRESENT, and CORN FED PER TON
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World grain and oilseed stocks to use ratios
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Stocks-to-Use, Perce
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CHINA MAJOR CROPS STOCKS-TO-USE RATIOS

PRX_ChhasralNew, GTE-0E-08, Sep-14-08

100 -

90 -

80

~ = WHEAT
~=RICE
~=CORN

~=SOYBEANS

70

60 -

50

40

30

20

10

0

70-11 75-76

80-31 85-36 90-91 9&-96 00-01

Source: The ProExporter Network

After buildup of
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Tightest in 35 Years!

Ending World Com Stocks — Days of Usage
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Trade-Weighted Value of US Dollar in G10 Countries
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US Dollar Index Nearby Futures
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& Options Position

Nearby Soybean Futures vs. Large Spec Net Futures
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$/bushel

Nominal Commodity Prices (1929-2007)

Average Annual Price Received by U.S. Farmers
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Price ($/bu)

US Nominal and Real Corn Prices 1929-2007
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Nearby Weekly Futures Prices - 2007 and 2008
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Adverse weather reduced production:

In 2006 and 2007

A Europe: dry spring; harvest floods

A SE Europe: drought

A Ukraine & Russia: drought (2nd year)
A USA: late spring freeze

A Canada: hot and dry

A Australia: 2" year of severe drought
ANW Africa: drought

ATurkey: dry

Source: ERS
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Recap of Major Points Influencing
Corn Prices

A Subjective Evaluation

$/Per Bushel

1) Impact of funds on commodity prices 0.25-0.75
2) Higher world demand for crops 0.50-1.00
3) Up to a decade of declining crop stocks 0.50-1.00
4) Falling value of the dollar 0.25-0.75
5) Ethanol 0.50-1.00
6) Weather reduced U.S. yields 1.00 —2.00

Total 3.00-6.50
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Secondary and Tertiary Impacts
of Higher Crop Prices

Farm Income
and Values

Input Costs

©2006 AMERICAN FARM BUREAU FEDERATION®




Benefits from Ethanol

A Reduces the reliance on foreign energy
sources

A Creates new jobs and economic growth in
rural areas

A Enhances the environment

A Consumers and tax payers are the big
winners
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Some of the costs of
ethanol/biofuels




Higher Feed Cost

Feed Costs
(forecast for 2008)
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Higher food costs,
but there I1s more to the story
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What is the Net Cost of Ethanol?

A Increased ethanol supplies have lowered the
cost of gasoline

A Question is, by how much?

A Current research suggests from 40 cents to
almost 60 cents per gallon, $43.5 billion to
$87 billion
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Fuel versus food 1ssue:

The bottom line Is that for every
extra $1 consumers spend for
food they will save at least $2 in
gasoline costs.




For a copy of this presentation contact:

Terry Francl
202-406-3621
terry@fb.org

Jennifer DuMars
202-406-3624
jlenniferd@fb.org
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