“When politics and economics
collide, economics lose.”

.. Professor Ernie Goss,
Creighton University
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Why We Like Trade? %

“Comparative
Advantage Plus Trade
Results in Greater
PrOSperityforA[I” philosopher and author
.... David Ricardo
Comparative Advantage Plus Trade @
Results in Greater Prosperity for All -
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o Kansas Agriculture
Com paratlve Advantage’> ———

* Supports 245,539
jobs, or 12.7% of
the state’s
workforce; and

* Adds $21.8 billion
in value to our
state or 13.4% of
Kansas Gross

3 w"* Revenue Product.
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Comparative Advantage Plus Trade: Two Perspective

Results in Greater

Or, Results in Havoc by:

Prosperity for All by:

1) Providing greater 1) Flooding markets with
choice, and lower low cost goods; and
prices; and

2) Fostering more 2) “Exporting jobs and
efficient use of factories” to low
resources. wage countries.

Either Way, Consumers See Greater
Prosperity Through a Lower Cost of Living
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Trade Agreements Have Been GOOD for Agriculture

US Ag Trade, Calendar Year (millions)
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The US ag trade surplus has grew as we entered more trade agreements
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Trade Agreements Have Been GOOD for Agriculture

Kansas Ag Exports, Calendar Year (millions)
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Historically, tariffs and trade interventions
have been disastrous for Agriculture........

The Smoot-Hawley Tariff Act
@ e of 1930 set US tariffs at their
. _ _ highest levels in over 100 years.
... am a Tariff Man. When people or countries come in

to raid the great wealth of our Nation, | want them to ° Other countries retaliated;

pay for the privilege of doing so. It will always be the

best way to max out our economic power. We are right °
now taking in $billions in Tariffs. MAKE AMERICA RICH World trade plummeted by

AGAIN two-thirds from 1929-1934;

FORAMOR A R0TN M and in part was responsible

M L for deepening and lengthening
/., the Great Depression.

Historically, tariffs and trade interventions
have been disastrous for Agriculture........

The Carter wheat & corn export embargo of 1980,
* Didn’t stop the USSR from obtaining grain; and

* With high loan rates and reduced grain exports, led to
burdensome US stocks;

* Which kept prices low and in part was responsible for
crashing land values in the '80’s.




Winners: The BRI fog. W Pice Comparison (Apr 2018 ~ uly 2018)
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Tariffs Are Taxes that Pick Winners and Losers

12% Original Chinese Pork tariffs

25% Retaliatory tariff for the March
2018, US Sec. 232 steel and

o ~ aluminum tariffs
R.V _____ 25% Retaliatory tariff for the July

201 .301 intell 1
72% Tariff 018, US Sec. 301 intellectua
property tariffs

on US Pork 10% Retaliatory tariff for the additional
$300 billion in US tariffs announced

in late July 2019

Tariffs Are Taxes that Pick Winners and Losers
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Global Hog Prices
USD/CWT, Dressed Equivalent
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Calendar Year, US Exports of Key Kansas
Commodities ($1,000's) USDA-FAS
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2019 Kansas Farm & Ranch Losses from Retaliatory Tariffs

Tariff Impact Production Estimated
Commodity units Rates™* (1,000's) Losses™
Soybeans bu. $2.05 200,200 $410.4
Sorghum bu. $1.69 196,800 $332.6
Wheat bu. $0.41 349,800 $143.4
Corn bu. $0.14 816,000 ST1a.5
Cotton Ib. $0.26 153,600 $39.9
Pork head $11.00 2,050 $22.6
Alfalfa ton $2.81 1,960 $5.5
Dairy cwit. $0.20 3,138 $0.6
Estimated Total (millions of dollars) $1,069.3

* Losses estimated using the methodology outlined in the NEFB briefing,
"NEBRASKA FARM AND RANCH LOSSES FROM RETALIATORY TARIFFS."
Multiplying the USDA model-estimated retaliatory tariff impact rates** on a
given commodity by the 2019 NASS estimated production as of September, and
the June 1 hog inventory estimate.




2019 Estimated Kansas Farm & Ranch
Losses from Retaliatory Tariffs
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US-EU Beef Deal Signed in August 2019
v 35,000 MT of the 45,000 MT hormone-free beef quota

US Ag Exports to the EU-28
(Millions of Dollars) Calendar Year Basis, USDA-FAS
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US-Japan Trade Deal, signed in September 2019
v Provides for a staged reduction of Japanese tariffs

US Ag Exports to Japan
(Millions of Dollars) Calendar Year Basis, USDA-FAS
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USMCA 2.0 was “signed” on November 30, 2018

v" Was ratified by Mexico and could be by Canada very soon;

US Exports to USMCA Countries
(Millions of Dollars) Calendar Year Basis, USDA-FAS
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Will we see a significant impact?
v’ Exports have held steady; just prices were impacted
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US Ag Exports to Selected Countries
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Our Trade
War with

China

The “Middle
Kingdom”

The World’s most populous country, with the
largest army and the second largest economy.

US Ag Exports to China
(Millions of Dollars) Calendar Year Basis, USDA-FAS
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Our Trade War with
China is Coming at a
Very Difficult Stretch for
Kansas Agriculture

Quarterly Chapter 12 Bankruptcy Filings in KS
12 Mo. Periods, 10th US Dist. Court

KS Net Farm Income (1,000's of Real, 20195)
Farm Income and Wealth Statistics USDA:ERS

2019 based
on US data

b

W

1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

Characterized by the 6t
straight year of at or below
average Net Farm Income,

and rising bankruptcy levels.

Our Trade
War with

Market rallies

China

temporarily on
news
Trade War \
Cycle Model:
Accurately Phatse
predicting for Call /
the last 20 Trade
months Talks
Administration
hints at resolution

No progress is made

Administratio

is tough on

trade with
China

The Trade
War Cycle

\

Market sells off on
Trade War Fears
Courtesy: David Zelinski




Trade Balances Are a False Narrative

Monthly US Trade Balance (millions of dollars)
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China Has ALWAYS Presented Trade Challenges
Before and after their ascension into the WTO in 2001

v’ Forced transfer of technology & intellectual
property;

v" Domestic subsidies & excess, nhon-economic
capacity;

v" Delays in GMO product approvals; costing the
U.S. about S7 billion over the past five years
(CroplLife International);

v" A general lack of transparency.




HANDLING CHINA — Trans-Pacific Partnership (TPP):
Australia, Brunei, Canada, Chile, Japan, Malaysia, Mexico,
New Zealand, Peru, Singapore, Vietnam and the United States

Trans-Pacific Partnership
Member Countries

* China was part of the
discussions/negotiations

« Signed February 4, 2016

» Unfortunately, TPP was
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ChiA -/ (IfChina didn’t join,
(Non-member) 7 TPP was intended

to contain them

S o B0 politically unpopular
Nt fny S e e during the 2016 elections
orglh e L D8 ES T™R e And in early 2017, the

Ny . e administration pulled the
e US out
China is NOT just

negotiating with the U.S.

* 8/22/19 AGRIPULSE - Brazil’s chicken Regional
farmers spurred on by Chinese demand :

- 8/19/19 AGRIPULSE - Canada wheat farmer ’ Comprehensive
snap up market share in China. T sriyg L e ACOTIOMIC

* 8/16/19 REUTERS - China set to deepen 4 i;\ Partnership
Argentine trade ties with bid for grains e
‘superhighway, dredging the Parana River e K 8 '-;'ﬁ’ 3.4 billion

* 8/14/19 SUCCESSFUL FARMING - Ukraine to . st x consumers
fill China’s corn needs, replacing U.S. product RCEP with a
with more acres & higher yields Negotiations GDP of

* 8/6/19 DTN - COFCO International, will . $49.5
finance the expansion of more than 60 Launched in trillion
million acres of NEW soybean production Nov 2012 1ekiZne g

»
in Brazil / ‘




Trade is Between Individuals and Businesses

Governments can ASSIST,

by tearing down barriers: Or, Governments can

- Tariffs and Quotas; SCREW things up by

« Intellectual property laws; erecting barriers:

» Contract dispute settlement;

« Credit availability; Multi-lateral Free Trade

« Sanitary (phyto), grading, Agreements and the
and food labeling standards; WTO, address barriers

GMO approvals; and

_ _ and play a key role in
Port inspection procedures.

setting the rules of trade.
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