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Farm Credit Midsouth Grants-A-Wish!
On February 11, 2011 we granted a wish to our MakeA-Wish recipient, Jack, a 9-year-old from Maynard who
has no immune system. He lives with his Aunt, Uncle and
6-year-old cousin, Earle, who is more of a brother to him.
Jack’s wish was for a fort/playground in his backyard.
We had refreshments, gifts and a wonderful cake

donated by a woman who was a Make-A-Wish recipient
herself 18 years ago. A plaque was presented to him to
hang on his fort/playground.
Jack wants to be a fireman when he grows up, so the
Jonesboro Fire Department joined us to take Jack on a
ride as a celebration. •

Employee Happenings
Jennifer Sanders walked nearly 60 miles
in 3 days for the Susan G. Komen 3 Day
for the Cure on November 5 – 7, 2011.
Her walk began Friday morning at 7:30
a.m. and ended on Sunday around 4:30
p.m. in the Dallas/Fort Worth area. •
Day 1
Day 2
Day 3
Total

Normal—A Thing of the Past

The President’s Letter | It is difficult to believe that
it is already March. Again 2010 will go down as an
unusual year relative to the growing season. It was
about as different than 2009 as it could have been. It
would appear that a “normal growing season” is a
thing of the past. As is usually the case some of the
crops in our area did well, while others did not. Some
of our cotton producers made as good a crop as they
have had for several years, with some reporting the
best ever. Your Association experienced another year
of strong loan growth with the loan volume peaking
slightly below $800 million in September. Again with
the loan growth and the continuing volatility in both the
commodity prices and input costs, the requirement for
sufficient capital is critical for your Association.

19.3 miles
21.2 miles
15.1 miles
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Harvest Lunches

We again are proud to pay out approximately $4
million in patronage from 2010 Association earnings.
Your Association has paid out over $24 million over
the past six years. We feel this program continues to
show our intent to provide you with competitive rates,
while maintaining adequate capital. It appears that the
short term rates may remain at the current low level for
the majority of the upcoming year, although as we
know when the “experts” all begin to agree, the
situation changes. It is best that we utilize them in the
best way we can while they last.

Carlson Farms

May Farms

Double G Farms

On another note, the crop insurance programs
offered by your Association continue to evolve. If you
have not checked with your local branch office lately,
there may be a program available which could help
you with your risk management program at a
reasonable cost.
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We’re handing $4 MILLION to Farm Credit Midsouth
members this spring through our Patronage Program!

Good luck to all of you as you make plans for the
upcoming growing season. •

Since 2005 we’ve handed back more than $24M in
cash through our patronage program!
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Eliminating Farm Programs:
A Non-Event for Farmland Values?

Bert Greenwalt, Professor of Agricultural Economics

“Eliminating farm programs would be a non-event for land values.” This statement was made by a Midwestern farmland
broker to an audience of farmers and landowners last July at a meeting in Memphis. Some in the audience were
surprised to hear this and privately questioned his assertion. The impact of farm program changes is a timely topic given
the following proposals and comments:

“ Direct payments have become too difficult to defend.”
—Collin Peterson, past Chairman of the U.S. House Agriculture Committee

How will the recent election affect the future of
agricultural policy and direct payments?

“ Congress should eliminate direct payments, and the ACRE program should be based on
county, rather than state, yields and revenue.”
—Iowa Farm Bureau resolution, September 2010. However, the Iowans said they recognize
there are regional differences, and that cotton and rice farmers support direct payments.

Senate Agricultural Committee member Richard Lugar
believes the elections will have a major impact on U.S. farm
policy. In October 2010 Lugar said, “70% of the USDA
budget goes for food and nutrition…those programs will
not be touched, but savings will be sought from farm
programs. The South will want to protect the subsidy
programs for cotton, rice, and sugar. My guess is that at the
end of the day the subsidies will be curtailed.”

DIRECT PAYMENTS FOR CROP YEAR 2009/2010

To estimate the potential impact of eliminating direct
payments, consider two example farms: one representing
Eastern Arkansas which is 50% rice base and 50%
soybean base, and one representing the Midwest which
is 50% corn base and 50% soybean base. Table 1 lists
the average direct payment by crop and the average
direct payment for the two example farms.
Since direct payments are fixed payments and are
received annually, we can calculate the present value of
the stream of direct payments using the discounting
formula V=A/r where V is the present value of the
payment stream, A is the annual payment, and r is the
interest or discount rate. This formula is used by farm
appraisers to value income streams and assumes the
income stream continues forever. Using a 5% discount
rate, the present value calculations are summarized in
Table 2.
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The relatively minor role that direct payments currently
play in the Midwest is exemplified by Iowa State
University economist Chad Hart’s comment that “energy
policy is arguably more important to Iowa farmers than
traditional commodity policy.”

“NFU will continue to advocate for the elimination of direct payments and the need to
establish a safety net that will assist in times of need.”
—Roger Johnson, President of the National Farmers Union, October 2010

Why is eliminating direct payments possibly a non-event
in the Midwest but a concern in the South? Consider
the following graph which shows the average direct
payment per base acre for the 2009/2010 crop year.
Rice receives by far the largest direct payment and
soybeans the smallest.

0

The analysis contains several simplifying assumptions
and the data on direct payments are averages. Although
the numbers in the example are approximate at best,
they illustrate why reducing or even eliminating direct
payments may have relatively little impact on Midwestern
farmland values but could have a significant impact in
the South.
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Sources: Compiled by USDA, Economic Research Service, from USDA Farm
Service Agency and USDA National Agricultural Statistics Service Data.

In this example, Table 2 shows that direct payments
could contribute $1,057 per acre to the value of a ricesoybean farm, but only $343 to a corn-soybean farm.
The difference is even more significant when you
consider the farmland value in the two regions. Using
the 2010 USDA-NASS average farmland values for
Arkansas ($2,500/acre) and Illinois ($4,650) and the
numbers in Table 1, the discounted direct payments
equal 42% of the value of an Arkansas rice-soybean farm
but only 7% of the value of a corn-soybean farm in Illinois.
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South Dakota GOP Senator and potential candidate for
President, John Thune, believes the next farm bill is
going to be difficult. In January 2011 he said, “Direct
payments to producers are going to be very difficult to
sustain. However, a good strong crop insurance program
will likely be preserved.”
On the other hand, Oklahoma Republican Frank Lucas,
who replaces Democrat Collin Peterson as Chairman of
the House Agriculture Committee, desires to retain
direct payments in the 2012 farm bill. He cites their
compliance with World Trade Organization (WTO) rules
and their importance to the livelihoods of farmers.
Following the November election, Lucas said “There’s
no need to throw out the system. I think we take the ’08
bill and we build off of that, and within the money
available to us.”
Given the diversity of farm policy views and the pressure
to restrain government spending, the 2012 farm bill
debate should be very interesting and could potentially
impact farmland values in the South. •

TABLE 1

TABLE 2

Average Direct Payment per Acre

Present Value of Direct
Payments per Farm Acre

Rice = $94.30/base acre

Soybeans = $11.40/base acre

Example Arkansas
50/50 Rice-Soybean Farm:
$52.85 /.05 = $1,057

50/50 Rice-Soybean Farm = $52.85/farm acre

Example Midwestern
50/50 Corn-Soybean Farm:
$17.15 /.05 = $ 343

Corn = $22.90/base acre

Dr. Bert Greenwalt farms with his family at Hazen, Arkansas and is Professor of Agricultural Economics in the Arkansas
State University College of Agriculture & Technology.
To obtain a copy of the spreadsheet or request assistance, contact me at 870.972.2481 or by e-mail at sstiles@uaex.edu.
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Employee Awards Banquet

Carl Loewer,
2011 Chairman

Shari Wilson,
CFO

Change Can Be a Good Thing

Continued Growth

The Chairman’s Letter | Does anyone really like
change? Not many of us truly do. But change is the one
constant we must deal with. Times change, people
change, and agriculture has certainly changed. We
don’t use the same methods to grow, or market a crop
that we used not so long ago. Your Association must
also adapt to the times. As a cooperative our goal is to
continue to provide our members with the best service
at the most economical price. Sometimes that mission
requires an adjustment in delivery.

The CFO’s Letter | Farm Credit Midsouth continued
the trend of strong earnings and continued loan growth
during 2010. The Associations’ strong capital position
provided the necessary stability for the association to
lend over $170,000,000 million in funds during the year
to new and established customers. Loan volume at the
end of the year was $681 million with a 97% credit
quality rating of acceptable. Earnings for the year
topped $15 million primarily due to strong loan growth
and related earnings, a one-time refund from the FCSIC
Insurance Corporation and increased patronage from
our district office—Agribank. Operating expenses saw
a small decline primarily due to a reduction in loan
insurance cost from the FCSIC Corporation. Midsouth’s
Board of Directors also approved a $4.1 million dollar
patronage that was distributed February 24, 2011.

As many of you know, your Board of Directors made the
decision to consolidate the Forrest City and Wynne
offices. After reviewing several potential sites between
Forrest City and Wynne, a location south of Wynne, and
north of the EAKAS plant was selected for the new
office. This will be a change for the farmers of Cross
and St. Francis counties. It was not a decision taken
lightly. There has been much thought, research, and
discussion on this issue. Previous experience with office
consolidations lead us to believe that this is the best way
to continue providing timely and dependable service.
With this action, we will be able to update our facilities
while providing better support for our staff. Many current
members have experienced a similar consolidation. We
believe this will be a step forward for your Association.
Sometimes, change is good.

TOP 5 LOAN OFFICER'S
L to R: Todd Jumper, Mike Williams, Eric Branscum,
Christy Case and Keith Holifield

EMPLOYEE SERVICE AWARDS
L to R: Vicki Holcombe, Nanette McClanahan,
Mandy Owens, Kevin Scarborough and Gary Kinder

WYNNE BRANCH RECEIVED
AN AWARD FOR INSURANCE SALES

JONESBORO BRANCH RECEIVED AWARDS FOR NEW MONEY,
NON-INTEREST INCOME AWARD AND INSURANCE SALES

FORREST CITY BRANCH RECEIVED AWARDS
FOR NEW MONEY AND ADB GROWTH

BARTON BRANCH RECEIVED AWARDS FOR NON-INTEREST
INCOME AND BRANCH OF THE YEAR AWARD

OUTSTANDING CUSTOMER SERVICE AWARD GIVEN TO BECKY
STREET BY JAMES MCJUNKINS, SRVP FIELD OPERATIONS

OUTSTANDING OPERATIONAL EFFICIENCY AWARD GIVEN TO
MARC MILES BY JAMES MCJUNKINS, SRVP FIELD OPERATIONS

While this has been a great year, we couldn’t have
succeeded without you. We know you have many
choices for your credit and appreciate that you put your
trust in Farm Credit Midsouth.
Your annual report will be mailed to you around March
15, 2011 and will be available on our internet site at
www.farmcreditmidsouth.com as of March 16, 2011. •

Many of us remember when every crossroads had a
grocery store. And every town had a PCA office. We
are still there, as close as the phone on your belt. •

Farm Credit Midsouth Scholarships Available
Please visit our website for additional information: www.farmcreditmidsouth.com
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Continuing Education
for Franklin Fogleman

Marion Branch Customer Meeting

Franklin Fogleman was reimbursed under the
continuing education program for young, beginning
and small. The reimbursement program is available
to young or beginning farm customers when they
attend business, production, financial management
or agricultural leadership development programs
that will help them in their farm business. To learn
more about this program, visit our website or
contact your local branch office. •

On November 17, 2010, the Marion branch held a customer
meeting at the Meadowbrook Country Club in West
Memphis. Ryan Boyd, Certified Financial Planner, spoke to
the group regarding investing for retirement. William Moore,
Marketing Manager with Rain & Hail Insurance, spoke to the
group regarding the changes in crop insurance for 2011.
Scott Stiles, Instructor-Economics, University of Arkansas
Division of Agriculture, concluded the meeting with a
presentation of the U of A 2011 crop budget. •
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