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.t Global growth iIs sluggish to start 2024

Global Economic Activity
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Some of the sluggishness is due to China

China’s Population and Consumption
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Some of the sluggishness is real rates

Percent

N

o

1
N

-6

-8

-10

Jan-00 Jan-02 Jan-04

Source: Federal Reserve Bank of Dallas, Terrain.

Jan-06

Jan-08
—\World (ex. U.S.)

Real Short-Term Rates

Jan-10 Jan-12

- Advanced (ex. U.S.)

Jan-14 Jan-16

Percent

8

Jan-18

=—Fmerging =—U.S.

Jan-20

Jan-22

-10

Jan-24



.t But the U.S. performed very well in 2023

Contribution to Change in Global GDP GDP Growth Moving Forward
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::: And headline U.S. data starts the year well

U.S. Economic Activity
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::: The U.S. Dollar tells the story too..

U.S. Dollar Exchange Rate Index
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Sentiment is also starting to improve
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::t The consumer has been the driving force

Consumer Spending

Percent Change since Jan 2020
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Everyone is joining on the spending train

Spending by Wage Quartile
Percent Change since Jan 2020
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The spending Is consistent with wage gains

Wage Growth by Income Group

Percent Change, 12-month moving average
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.t The labor market has also been a key driver

Unemployment Rate

Percent Percent
22

20
18
16
14
12

10

Jan-95 Jan-97 Jan-99 Jan-01 Jan-03 Jan-05 Jan-07 Jan-09 Jan-11 Jan-13 Jan-15 Jan-17 Jan-19 Jan-21 Jan-23

U.S. Unemployment Range = J.S. Headline Unemployment California Unemployment Rate ~ =<---- U.S. Noncyclical Rate

Sources: BLS, CBO, Federal Reserve Bank of St. Louis and Terrain.

20

18

16

14

12

10



.t Is the labor market cooling?

Alternative Measures of Labor
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2 Why doesn’t it feel better?

Compounding Impacts
Percent Change Percent
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.t Short-term rates: The labor & inflation saga

Interest Rates and the Fed’s Dual Mandate
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::: Inflation will drive the bus on rates

Inflation and Fed Funds
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:: Is inflation headed towards the Fed’s goal?

Inflation “Flavor Of The Month” is...

Percent Change
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Be careful to not ‘bank’ too heavily on cuts

Estimates of the Fed Funds Rate... not helpful?
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= Is a soft landing possible? Will have to buck
history

Rate Spreads
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Is Debt the Black Swan or Gray
Rhino?



:i: Black Swans: Debt Part 1

Credit Card Debt to Income
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:i: Black Swans: Debt Part 1

Delinquency Rates
Percent, SA
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:i: Black Swan: Debt Part 2

Commercial Real Estate Debt

Percent Change from Previous Year Percent, SA
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:i: Black Swan: Debt Part 3, Government Debt

U.S. Federal Debt
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Thoughts on
California’s Ag
Economy



22 Profitability for tree nuts was difficult
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Computed Inventory is down
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Source: Almond Board of California, Jan 2024.

-2.17%0

Uncommitted Inventory is
down -2.17% (Aug 2023-Jan
2024 compared to Aug 2022-

Jan 2023)

22 2024 may be more kind to almonds
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::: EXports and acres are the biggest issue

* Combined trade value (dollars) of almonds, pecans, pistachios and walnuts.



::: U.S. nut export partners have changed

* Combined trade value (dollars) of almonds, pecans, pistachios and walnuts.



::: Total trade partner diversification has
Improved

Tree Nut HHI
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Trade partner “credit” is still ok

Trade Weighted Credit Scores
Probability of Default
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2 Tree Nut

Production....

* \Water, Water,
Water...

e Profitability...
what is the next
best alternative



Dairy supply has slightly contracted
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22 Milk prices are ‘ok’, watch beef values!

Dollars / CWT
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Nowhere to Hide in 2023
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::: Retall Above $11 and DTC Sales Still Well
Ahead of Pre-Pandemic Levels

Change in Sales Versus 2019
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22 Winery inventory levels are elevated



i Annual wine expenditures have only
marginally improved



22 Why are Wine Sales Declining?

Economic drivers
= Pessimistic consumers
= Inflation squeezing household budgets

Secular headwinds
= Heightened competition with substitutes
= Demographic / generational shifts
= Moderation movement

Idiosyncratic factors
= Post-pandemic normalization
= Shift in travel to destinations abroad
= Inventory shortages due to fires in 2020



22 Upward Trend in Prices Over Past 20 Years?

Average Price per Ton: Sonoma County
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Prices Have Fallen In Real Terms
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i Big Picture Thoughts

Global Growth Slowing

U.S. Rode a Hot Hand, But It's All About the Consumer
= Watch Unemployment and Wages

Expect a Cautious Fed

Cal Ag Outlook is Subdued

= Almonds and Walnuts Still Struggling, Some Cautious Hope
= Pistachios ‘ok’

= Dairy Ok, Not Great

= Wine Consumption Stuck



o American
eé§ AgCredit
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Thank You

Sign up for Terrain email updates at

agloan.com/terrain
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