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A PERFECT STORM? 

 Is there a “Perfect Storm” waiting for the agricultural economy?  We have had an unprecedented period of profit in agriculture 

the past five years in the crops sector.  The livestock sector has been a bit mixed, but more profitable than one might expect when 

you factor in the feed costs.  We all know when things go up they will come down.  I am not a learned professor of the economy.  I 

am not even a very big participant of the economy.  I merely look at factors which may impact the agricultural economy and ask 

myself how the Extension education program can address these issues.  Here are the three things that concern me about the 

agriculture economy in the next few years. 

 In general agricultural exports are strengthened by a lower value of the United States dollar as compared to other world 

currencies.  We are blessed that the dollar is the currency of world trade.  In recent years the value of the dollar has been low and 

the exports have been setting new records every year.  Most of the articles you read are excited about even greater export records 

and the positive impact that has on our commodity and livestock prices.  The value of the dollar has been creeping up.  Export 

sales don’t have to drop a great deal to have a very negative impact on grains and livestock.  Do I know what is going to happen? 

No! Could this be the first leg of a very tipsy three legged stool? 

 The Federal Reserve Bank has been issuing bonds to hold interest rates down and fund the deficit spending of our federal 

government.  This has happened before, however this time there have been a gazillion more bonds issued than ever before.  We 

are in a total new and uncertain world as we are beginning to test the waters for a slowdown in issue and a extremely modest bond 

retirement plan.  It kind of like walking across a swampy area, trying to reach a foot out and test the next grass clump to see if it will 

hold your weight.  A success and a bath are both likely outcomes. 

 Whenever the money supply is expanded, there has been a price to pay in the correction time in terms of rising interest rates 

and inflation.  I think economists are pretty positive this is going to happen.  Let’s go back a paragraph to the Federal Reserve 

Swamp.  I think you can sense where I’m going.  The bath option of potential outcomes could mean rapid and significant 

fluctuations in interest rates and inflationary pressures. Do I know what is going to happen? No!  Is there potential for a “Perfect 

Storm”?  What can be done about it? 

 There are several lessons I have learned from helping people in times when things are tough.  Always look for the 

opportunities.  These may be opportunities to expand, invest, change, partner, quit, or reduce.  In preparation for the opportunities 

you need to spend some time and money with your management advisory group, lender, lawyer and accountant.  Closely examine 

your financial situation and the structure of assets and debts.  Ask what if questions as to how your business can cope with 

changes.  For some operations the transition in management and ownership need to be part of these discussions.  A strong and 

unwavering belief in yourself, devotion to family and a guiding faith are key components of success. 

 Adjustments to reducing expenses in the operation and for family living are very, very difficult.  The sooner they are embraced 

in an open and honest way, the easier the transition will be.  My past experiences have been with operations that did not plan well 

and delayed adjustments until the crisis was severe.  This limits options and forces adjustments to be more abrupt.  Do I know 

what is going to happen? NO!  I have always considered myself to be an optimistic-pessimist.  Consider the source.   

 For more information e-mail Paul C Hay at phay1@unl.edu or call 402-223-1384. 
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