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• Economic output 
• Interest rates 
• Farm income forecasts 
• Thoughts for 2021 

Outline



economic data: 
view through your 
own lens 



baseline GDP forecasts
2020 to 2032

Source: USDA-ERS International Macroeconomic Dataset at 
https://www.ers.usda.gov/data-products/international-macroeconomic-data-set.aspx

https://www.ers.usda.gov/data-products/international-macroeconomic-data-set.aspx


poll question: are you currently 
optimistic on the direction of the 
overall economy?: 

a) yes
b) no
c) kind of



Real GDP - % Change from Previous Quarter 

Data Source: U.S. Bureau of Economic Analysis  

2019 2020



Real GDP - % Change from Previous Quarter 
(U.S. vs. AZ)  

Data Source: U.S. Bureau of Economic Analysis  



U.S. GDP Growth Forecasts: 2020 to 2031 

3.96%

Average (2021 to 2031) = 2.37% 

-3.5% (actual) 

-5.79%  



Canada & Mexico GDP Growth Forecasts: 
2020 to 2031 

MX Average (2021 to 2031) = 2.43%
CN Average (2021 to 2031) = 2.39%



BRICS GDP Growth Forecasts: 
2019 to 2030  

Average (2021-2031):
Brazil  2.99%
Russia  2.10%
India 5.97%
China 5.23%
S. Africa  2.21% 



World GDP Growth Forecasts: 2020 to 2031  

-5.36%  

4.43%  

Average (2021 to 2031) = 3.19% 



poll question: the country with 
highest forecasted avg. real 
GDP growth rate from 2021 to 
2031 is…. 

a) India 
b) Guyana 
c) Libya 
d) France 



Libya 12.69% 

Source: USDA-ERS International Macroeconomic Dataset at 
https://www.ers.usda.gov/data-products/international-macroeconomic-data-set.aspx

https://www.ers.usda.gov/data-products/international-macroeconomic-data-set.aspx


• 2021 likely strong recovery 
• 10-year average GDP growth rate inched up
• No sustained downward trend from Covid 

shock 
• Pent up demand and yet structural shifts
• Still susceptible to short-run shocks
• > 4% growth look to developing world 

thoughts on global output 





S&P 500 & Initial Unemployment Claims 



S&P 500 & Initial Unemployment Claims 

Feb 21st

FF = 1.75% 

Mar 17th

FF = 0.25% 



U.S. Unemployment & Projections

Feb ‘20 = 3.5%  

Apr ‘20 = 14.0%  

Jan ‘21 = 6.3%  
’21 = 5.0%
’23 = 3.7% 

http://fred.stlouisfed.org/graph/?g=BiXf


CME Fed Watch: a 
market-based forecast 

https://www.cmegroup.com/trading/interest-rates/countdown-to-fomc.html

https://www.cmegroup.com/trading/interest-rates/countdown-to-fomc.html


CME FedWatch (accessed 2/22/2021):  
https://www.cmegroup.com/trading/interest-rates/countdown-to-fomc.html

Federal Funds Target (bps)
FOMC Meeting Date 0-25 25-50 50-75 

3/17/2021 100.00% 0.00% 0.00%
4/28/2021 95.90% 4.10% 0.00%
6/16/2021 92.40% 7.40% 0.20%
9/22/2021 92.40% 7.40% 0.20%
11/3/2021 92.40% 7.40% 0.20%

12/15/2021 92.40% 7.40% 0.20%

CME FedWatch (Feb. 22, 2021) 

https://www.cmegroup.com/trading/interest-rates/countdown-to-fomc.html


poll question: long-term interest 
rates (e.g., 10-year rate) will ___ 
over the remainder of 2021

a) rise
b) fall 
c) I have no opinion  



Expected Inflation (5-Year)

2.33%  

2.05%  

http://fred.stlouisfed.org/graph/?g=Bkgw


Expected Inflation (10 -Year)



Treasury Yield Curve: Feb 2020 vs Feb 2021 

3 Mo vs. 10 Yr spread: 0.01% 

3 Mo vs. 10 Yr spread: 1.33% 



• Long end of yield curve rising for right 
reasons 

• 2020’s worry of yield curve inversion gone 
• Fed very likely to keep FF rate low 
• Way to go before worrisome inflation 
• Fed has tools 
• Rates and asset valuations…

thoughts on interest rates 



farm financial outlook



poll question: what is your 
outlook for the farm economy in 
2021? 

a) optimistic
b) pessimistic
c) neither  



-5.8% 

-8.0% 



Initial forecast error averages 10.4% from 1989 to 2020 
https://ag.purdue.edu/commercialag/home/paer-article/understanding-the-downward-
bias-in-usdas-farm-income-forecasts/

Farm Income Forecast Errors 

https://ag.purdue.edu/commercialag/home/paer-article/understanding-the-downward-bias-in-usdas-farm-income-forecasts/


+4.0%
$141.6



Government Payments 





2020F 2021F

Feb 2020:   160.4
Feb 2021: 202.3 161.6

-20% +0.75%



• Less government support
• Farm income likely underestimated 
at the moment 

• Price situation stronger (CoBank)
• Arizona and the “Fruitful Rim”? 

thoughts on farm finance 



thought for 2021: the 
need for resiliency  



Black Swan 

• Outlier – nothing in past 
points to possibility 

• Extreme impact 

• Attempt to explain after 
the fact making it more 
explainable and 
predictable 



New York Times – April 11, 2020 
By David Yaffe-Bellany and Michael Corkery
https://www.nytimes.com/2020/04/11/business/coronavirus-destroying-
food.html

https://www.nytimes.com/2020/04/11/business/coronavirus-destroying-food.html


Investment in Resilient Ag Supply Chains
Supply Chain Interoperability 



Investment in Resilient Supply Chains –
Supply Chain Interoperability 

• This flexibility has costs (packaging, processing, 
relationship building, etc.) that are irreversible 
investments (and substantial) 

• Irreversibility + uncertainty gives rise to “real 
options value” 



Real Option Value of Supply Chain Interoperability 
Increases with…

• Increased probability of rare event
• Volatility of revenue of one supply channel relative to another 
• Decreasing costs of fixed investment   

USDA – ERS Cooperative Agreement: Covid-19 and Agricultural Supply Chains 



• Covid-19 helped narrow the gap 
between “food” and “ag”

• 100-year events seem to happen 
routinely with more severity 

• Investments in resiliency have real value 
• Subsidize resiliency as a policy 
response?

Thoughts…  



100% certainty 



Thank you! 

Mark Manfredo, Ph.D. 
Professor 

Morrison School of Agribusiness
manfredo@asu.edu

Twitter:   @AgriBizProf  

mailto:manfredo@asu.edu
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