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The crop farming sector has been relatively profitability in the past several years while the general
economy has gone through a great deal of turmoil. As financial difficulties became apparent in 2008,
most publicaly-traded companies saw their stock prices decline. In this article, we examine how the stock
prices of publicly-traded companies dealing with agriculture performed since 2007. Did agricultural
companies experience declines similar to most other companies? Or did their stock prices perform better
as a result of profitability within the crp farming sector?

To evaluate how stock prices performed, an “Agindex” representing the market value of “agricultural”
companies was constructed. The Agindex was compared to the S&P 500, an index that tracks the market
values of 500 large companies in the United States. The Agindex experienced a decline in value in 2008
larger than the S&P 500. Since 2008, stock prices of companies in the Agindex rose more than the S&P
500. Overall, the Agindex increased more since 2007 than did the S&P 500.

Construction of the Agindex

Twenty-one publicly-traded companies were identified as having business segments that provided or
used products from crop farms (see Table 1). These companies were divided into five sectors:

1. The fertilizer sector contains companies involved in the manufacture and distribution of fertilizers and
includes Agrium Inc., CF Industries, Intrepid Potash, Mosaic Company, and Potash Corporation.

2. The equipment sector contains companies involved in the manufacture of agricultural equipment and
includes AGCO Corporation, Art's Way Manufacturing Company, Caterpillar Inc., CNH Global, Deere &
Company, Kubota Corporation, and Lindsay Corporation.

3. The seed & genetics sector contains companies that produce seeds and includes Monsanto and
Syngenta.
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4. The crop protection sector includes companies that produce products aiding plant growth and
includes Dow Chemical, DuPont, and FMC.

5. The first processor sector contains companies that are the first processors of corn and soybeans and
include Andersons, Archer Daniels Midland, Bunge, and Corn Products International.

Table 1. Companies in Agindex

Company Ticker Wehsite Industry Sector
AGCO Corporation AGCO weww, 3ZCOCOrD, Com Equipment
Agrium Inc. G W, 3EFTLIL COm Fertilizer

The Andersans, Inc. AMDE  weww, andersonsincoom First Processar
Archer Daniels Midland Campany ADR www, adrm, com First Processor
Art's-way Manufacturing Co., Inc. ARTW  www, artsway-mfg.com  Equipment
Bunge Limited BG Wy, bunge, com First Processar
Catergillar, Inc. CAT www, caterpillar com Equipment

CF Industriesz Holding, Inc. CF www, cfindustries.com  Fertilizer

CMH Glabal MY, CMH www, cnh, corm Equipment
Corn Products International, Inc, CPO wwy, cornproducts.com  First Processar
Deers & Company DE www, deere,cam Equipment

The Dow Chemical Company DOW www, dow,com Crop Protection
E.l. du Pont de Nemours & Campany [nln} www, dupant, com Crop Protection
FIAC Corporation FIAC wewew, Froc.com Crop Protection
Intrepid Potash, Inc. IPI wowew, intrepidpotash.cor Fertilizer
Kubota Corporation KUB wwewy, kubota, oo jp Equipment
Lindsay Corpaoration LM wwew, [indsay. com Equipment
honsanto Company MAOM W, IO Santo, com Seed & Genetics
The Mosaic Company rACS W, TI0S 31 CE0L COm Fertilizer
Potash Corporation of Saskatchewan Inc, POT wowow, potashocorp.com  Fertilizer
Syngenta &G SYT W, Sy Ngenta, com Seed & Genetics

Two notes about these companies and their classifications. First, companies range in specialization.
Some companies, such as Monsanto, have a total focus on agriculture. Other companies, such as Dow
Chemical Company, have many business interests outside of agriculture. Hence, the performance
reflected by the Agindex will be impacted by business segments outside of agriculture. Second, the
classification into sectors is not straightforward as some companies have products that span sectors. For
example, DuPont produces both crop protection products and seeds through its subsidiary Pioneer.
Similarly, Bunge Limited has grain processing interests as well as fertilizer interests.

The Aglindex was calculated in the same manner as the S&P 500. The market value (i.e., market
capitalization) of each company was found by multiplying number of shares outstanding times the price of
each share. Shares outstanding were obtained from each company’s quarterly filing with the U.S.
Securities and Exchange Commission. Stock prices were obtained from Yahoo Finance. Each quarter,
each company’s market capitalization was summed to arrive at total market value for companies within
the Agindex. The total market value was then divided by a number so that the Agindex value equaled 100
at the beginning of the 1st quarter of 2007. Values for the Agindex were found for the beginning of each
guarter from the beginning of the first quarter 2007 until the beginning of the second quarter 2011.

Note that both the Agindex and S&P 500 are based only on market values and do not include dividends
in their calculations. As a result, the index reflects returns only from changes in market values. For both
the Agindex and S&P 500, the index values understate total returns.
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Figurel. Quarterly Aglndex and S&P 500 Values.
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Aglndex Compared to the S&P 500

The Agindex and S&P 500 moved together during the time period examined (see Figure 1), with quarterly
values having a 0.81 correlation coefficient. Both indexes increased in 2007, then declined dramatically in
2008, reaching lows in the second quarter of 2009. During 2008, companies in the Aglndex had market
value declines slightly larger than firms within the broader S&P 500. From the second quarter of 2009,
both index values increased until the second quarter of 2010. From the second quarter 2010 level, both
indexes fell in the third quarter in 2010. Both indexes increased in the third and fourth quarters in 2010,
and in the first quarter 2011.
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Table 2. Yearly Change in Value in Ag Index and $&P 500,

Year Aglndex S5&P 500
2007 55.2% 2.2%
2008 -48.0% -35.6%
2009 36,7 21.6%
2010 26.0% 12.3%

Geometric means for different years:

0v-10 8.6% -2 T
02 -10 -3.6% -4, 2%
09 -10 3L.2% 16.8%

! stock prices and S&F 500 index values take from Yahoo
Finance. Computation of Aglndex is original.

While correlated, there have been differences in market value changes between the Agindex and the
S&P 500. Yearly changes in market value for the Agindex were 55.2% in 2007, -48.0 percent in 2008,
36.7 percent in 2009, and 26.0 percent in 2010 (see Table 2). Yearly changes in the S&P 500 were 2.2
percent in 2007, -35.6 percent in 2008, 21.6 percent in 2009, and 12.3 percent in 2010. In all but 2008,
the change in the Agindex was higher than the S&P 500.

A geometric mean indicates the average yearly increase in funds given that a specified amount was
invested at the beginning of the period. The geometric mean for the Agindex from the beginning of 2007
to the end of 2010 was 8.6%. Had funds been invested in stocks in the same proportion as the Agindex
at the beginning of 2007, the market value would have increased by the end of 2010 by 8.6 percent per
year. The 8.6 percent Agindex change is greater than the S&P 500, whose geometric mean was -2.7
percent. Geometric means were calculated for 2008 through 2010 and 2009 through 2010. In all cases
the Agindex geometric mean was greater than the S&P 500 geometric mean (see Table 2). For 2008
through 2010, the Agindex annual change was -3.6 percent compared to -4.2 percent for the S&P 500.
For 2009 through 2010, the Agindex annual change was 31.2 percent compared to 16.8 percent for the
S&P 500. Judging by these geographical means, market values of companies in the Agindex have
increased more than firms in the S&P 500.
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600 7 Figure 2. Index Values for Sectors within the Aglndex
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Sector Performance within the Agindex

Market value changes of sectors within the Agindex vary considerably (see Figure 2). The sector with the
highest increase from 2007 through 2010 was the fertilizer sector, more than doubling market values.
Fertilizer demand increases and merger activities likely led to higher market value of firms within the
fertilizer sector. The equipment sector has the second highest increase with a 51 percent increase
followed by seed and genetics with a 37 percent increase. Strong sales of equipment and seed existed
over the past several years, partially due to higher farm incomes and increasing acreages in row crop
production.

Two sectors had decreases from the beginning of 2007 to the end of 2010. There was a two percent
decrease in the crop protection sector and a four percent decrease in the first processor sector. These
sectors did relatively well in the first quarter of 2011, having increases that caused the second quarter
2011 value to exceed the first quarter 2007 value.

Summary

As a group, the market values of publicly traded firms within the Agindex exceeded those of S&P 500 in
the last five years. Since 2008, market value changes have been larger for Agindex than for the S&P 500.
Like crop farms, many agricultural firms have performed well in the period of higher commodity prices.

Market values varied across sectors. Fertilizer, equipment, and seed & genetic sectors had large
increases in market values. These firms supply products to farmers, who have generally had above-
average incomes. Farm’s having above average incomes likely led to higher demand for fertilizer,
equipment, and seed & genetic sectors. The sector that had the lowest market value increase from 2007
was the first processor sector. This sector purchases inputs from grain farms and higher commodity
prices may have played a role in lower market values.
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