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STATEMENT OF THE CHAIRMAN AND CEO

May 2009
Dear Reader,

On behalf of the Board and the dedicated employees of the Farm Credit Administration, I present the 2008 Annual
Report on the Farm Credit System (FCS or System).

I am pleased to report that the overall condition and performance of the System remained safe and sound during
2008. The FCS experienced another year of solid earnings and asset growth. Also, the System has good credit quality,
adequate capital, and sufficient liquidity. However, stresses from the general economy, the financial and credit crisis,
and shocks in commodity prices increase risks to the System and affect the outlook for 2009.

It is in times such as these that the System, as a Government-sponsored enterprise (GSE) devoted to agriculture and
rural America, must continue to stand tall in the marketplace and be there for America’s farmers, ranchers, agri-
cultural cooperatives, and rural communities. In fact, the System did much during the year to help producers and
rural America. When commodity prices soared in early 2008, System institutions stepped forward to meet the critical
financing needs of the grain elevator industry. The System also helped borrowers affected by floods, worked with
livestock producers as they made difficult choices, and made critical infrastructure projects possible through innova-
tive bond financing.

Following is a sampling of the measures FCA took in 2008 to ensure that the System remains safe and sound and
continues to meet the purpose for which it was created:

¢ FCA completed a final rule that revised the eligibility and scope-of-lending regulations for processing and mar-
keting operations to make them more responsive to the changing ownership structures of these operations.

* The FCA Board approved a final rule that revised FCA regulations governing the Risk-Based Capital Stress Test
for the Federal Agricultural Mortgage Corporation (Farmer Mac).

* FCA increased the System’s discount note ceiling to $60 billion from $40 billion to give it more flexibility to raise
funds if financial markets are not open to term debt.

* The FCA Board adopted a Market Emergency Standby Resolution that would go into effect only in the event of
a serious market disruption. It would temporarily allow Farm Credit banks to fund their assets with short-term
liabilities even if doing so would cause the liquidity reserve of one or more System banks to drop below the
90-day minimum requirement.

¢ Throughout the year, FCA provided guidance to System institutions by issuing Informational Memorandums

addressing such issues as collateral evaluation requirements, and asset growth, market volatility, and best prac-
tices for fast-growing institutions.
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The System is required to provide credit to young, beginning, and small (YBS) farmers and ranchers. In 2008, lend-
ing by the System to YBS producers continued to show solid gains. Nevertheless, YBS results as a percentage of

total loans have either dipped a few points or remained relatively flat over the past several years. However, since

the percentage of young and small farmers is decreasing in general, the System’s YBS dollar results are noteworthy
because institutions have managed to expand YBS loan volume. FCS institutions may use a variety of tools to fulfill
their commitment to YBS lending. Many associations revised their YBS policies and procedures in the past year, or
reported plans to do so in 2009, in response to guidance issued in an August 2007 FCA Bookletter. This indicates that
FCA'’s oversight activities are accomplishing the goal of helping institution management and boards stay focused on
this important mission area.

The System is a GSE with solid financial performance. It has been able to maintain its financial strength and to serve
its mission despite the economic and financial market turmoil. However, the System is finding it increasingly diffi-
cult to access the financial markets, its primary source of liquidity. Specifically, the crisis in the financial markets has
caused the spread between Treasuries and the System’s longer-term debt issuances to increase. While the System has
been able to endure the financial market uncertainties, continuing weaknesses in the financial markets and potential
Government actions will likely make 2009 another difficult year for System debt issuance. In addition, the lending
environment for the FCS going forward will be more challenging than the System has faced for many years.

As the regulator of the FCS, FCA will focus on continuing to ensure that the System remains safe and sound by pro-
viding appropriate guidance and maintaining strong examination and supervisory programs. With the dynamics and
risks in the agricultural and financial industries, FCA must ensure that FCS institutions have the culture, governance,
policies, procedures, and management controls to effectively identify and manage risks.

As agriculture and rural America contend with the challenges of these difficult and uncertain times, we are mindful
that the System was designed to be a dependable lender to agriculture and rural communities in both good times
and bad. FCA remains committed to ensuring that the System can fulfill its mandate to both current and future gen-

erations of farmers and ranchers and the rural areas in which they live.

Sincerely,

vy <o

Leland A. Strom

About the photo: The picture in the background was taken on the Strom Family Farm in Lily Lake, Illinois, around
1938. The two farmers are cutting oats. The man on the cutter is Elof Strom, father of Leland Strom; the man on the
tractor pulling the cutter is Otto, Elof’s brother. Today, the third-generation farm produces corn and soybeans. It has
been dedicated to permanent agricultural use through a farmland preservation program.



FARM CREDIT ADMINISTRATION

THE MISSION

The Farm Credit Administration
(FCA or Agency) is an independent
agency in the Executive branch of the
U.S. Government. FCA is responsible
for regulating and supervising the
banks, associations, and related enti-
ties in the Farm Credit System (FCS
or System), including the Federal
Agricultural Mortgage Corporation
(Farmer Mac). The FCS is a nation-
wide network of borrower-owned
financial institutions that provide
credit to farmers, ranchers, residents
of rural communities, agricultural
and rural utility cooperatives, and
other eligible borrowers.

FCA was created by a 1933 Execu-
tive order of President Franklin D.
Roosevelt; the Agency now derives
its powers and authorities from the
Farm Credit Act of 1971, as amended
(Farm Credit Act). The U.S. Senate
Committee on Agriculture, Nutrition,
and Forestry and the U.S. House of
Representatives Committee on Agri-
culture oversee FCA and the FCS.

FCA is responsible for ensuring that
the System remains a dependable
source of credit for agriculture and
rural America. The Agency does this
in two specific ways:

1. It ensures that FCS institutions,
including Farmer Mac, comply
with applicable law and regula-
tions. FCA’s examinations and
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oversight strategies focus on

an institution’s financial condi-
tion and any material existing

or potential risk, as well as on
the ability of its board of direc-
tors and management to direct
its operations. The Agency also
evaluates each institution’s com-
pliance with laws and regulations
to serve all eligible borrowers,
including young, beginning, and
small farmers and ranchers. If

a System institution violates a
law or regulation or operates in
an unsafe or unsound manner,
FCA uses its supervisory and
enforcement authorities to ensure
appropriate corrective action.

2. It develops policies and regula-
tions that govern how System
institutions conduct their busi-
ness and interact with custom-
ers. FCA’s policy and regulation
development focuses on protect-
ing System safety and sound-
ness; implementing the Farm
Credit Act; providing minimum
requirements for lending, related
services, investments, capital, and
mission; and ensuring adequate
financial disclosure and gover-
nance. The policy development
program includes approval of
corporate charter changes, System
debt issuance, and other financial
and operational matters.

The Agency maintains its headquar-
ters and a field office in McLean,

Virginia. FCA also has field offices
in Bloomington, Minnesota; Dallas,
Texas; Denver, Colorado; and Sacra-
mento, California.

FCA does not receive a Federal
appropriation. The Agency is funded
through assessments paid by System
institutions and by reimbursable
activities.

THE BOARD

FCA policy, its regulatory agenda,
and supervisory activities are estab-
lished by a full-time, three-person
Board, whose members are appointed
by the President of the United States,
with the advice and consent of the
Senate. Board members serve a
six-year term and may not be reap-
pointed after serving a full term or
more than three years of a previous
member’s term but may remain on
the Board until a successor is nomi-
nated by the President and confirmed
by the Senate. The President desig-
nates one member as Chairman of
the Board, who serves in that capac-
ity until the end of his or her own
term. The Chairman also serves as
FCA'’s Chief Executive Officer (CEO).

FCA Board members also serve as
members of the Farm Credit Sys-
tem Insurance Corporation board of
directors.



Leland A. “Lee” Strom
Chairman and CEO

Leland A. Strom is Chairman of the

Board and CEO of FCA. Mr. Strom
was appointed to the FCA Board by
President George W. Bush on Decem-
ber 12, 2006, and was designated
Chairman and CEO on May 22, 2008.
His term expires on October 13, 2012.

Mr. Strom also serves as a member
of the board of directors of the Farm
Credit System Insurance Corpora-
tion (FCSIC), which is responsible
for ensuring the timely payment

of principal and interest on obliga-
tions issued on behalf of FCS banks.
Before being named FCA Chairman
and CEO, he had served as chairman
of the board of directors of FCSIC
since December 2006.

For more than 30 years he has been
active in the agriculture industry. He
served for more than 25 years on the
board of 1st Farm Credit Services,
an FCS institution in Illinois, holding

various positions, including chair-
man. During the agriculture crisis of
the 1980s, he was selected to sit on
the Restructuring Task Force of the
Sixth Farm Credit District.

From 2000 to 2006, he was on the
Federal Reserve Bank of Chicago
Advisory Council on Agriculture,
Labor, and Small Business. Part of
this time he also served on the Coun-
try Mutual Fund Trust Board, an
investment fund of the Illinois Farm
Bureau and its Country Financial
organization.

Other boards Mr. Strom has served
on include Northern E.S., Inc., a
farm service and supply cooperative
serving farmers in Northern Illinois;
AgriBank, FCB; and the Farm Credit
Council, the national trade organiza-
tion representing FCS in Government
affairs.

Mr. Strom has served in several
capacities with the Illinois Farm
Bureau. He also served on his
county Farm Bureau board. He was
a member of the State Young Farmer
Committee from 1981 to 1985. For his
overall involvement in agriculture,

he received an Outstanding Young
Farmer Award.

In his community of Kane County,
Illinois, which lies at the edge of
suburban Chicago, Mr. Strom helped
develop a farmland preservation
program. The original Strom family
farm was the first to be dedicated to
permanent agricultural use under the
program.

Mr. Strom studied agriculture busi-
ness at Kishwaukee College and
business administration at Northern
Illinois University. He was a member
of the Illinois Agricultural Leadership
Program Class of 1988. His com-
munity involvement includes having
served as vice president of his local
K-12 school district, chairman of his
church council, 4-H parent leader,
and coach of boys” and girls’ sports
teams. Mr. Strom owns a third-
generation family farm in Illinois that
produces corn and soybeans. He and
his wife, Twyla, have two sons, a
daughter, and a daughter-in-law.




Nancy C. Pellett

Board Member

Nancy C. Pellett was appointed to
the FCA Board by President George
W. Bush on November 26, 2002. She
was designated Chairman on May
22, 2004, and served in that capac-
ity until her term expired on May
21, 2008. She continues to serve as a
member of the Board until a succes-
sor is nominated by the President
and confirmed by the Senate.

Ms. Pellett also serves as chairman
of the board of directors of the Farm
Credit System Insurance Corpora-
tion, which is responsible for ensur-
ing the timely payment of principal
and interest on obligations issued on
behalf of FCS banks.

Ms. Pellett brings to her position

on the FCA Board extensive experi-
ence in production agriculture and
agribusiness. In partnership with

her husband, she managed Prairie
Hills, Ltd., a feedlot, cow-calf, and
row-crop operation in Atlantic, lowa,
from 1966 until her appointment to
the Board. While she serves her term

on the FCA Board, her husband,
son, and daughter-in-law continue to
operate this fifth-generation family
farm.

For more than 20 years, she also
served as president and treasurer of
Fredrechsen Farms, Ltd., a family-
owned swine and row-crop operation
in Walnut, Iowa.

A long-time beef industry leader, Ms.
Pellett has held State and national
leadership positions in cattle industry
organizations. As a member of the
National Cattlemen’s Beef Associa-
tion, she served as chairman of the
check-off division, as chairman of

the consumer marketing group, and
most recently as a member of the
Cattlemen’s Beef Board. She also was
president of the Iowa Beef Industry
Council.

She is a partner in Premium Quality
Foods, Inc., which markets precooked
beef entrees. Previously, she served
as president and consumer marketing
director for the company.

Ms. Pellett served a six-year term as
a member of the Board of Regents
for the State of Iowa, which oversees
the three State universities as well

as the University of Iowa Hospital
and its affiliated clinics. She was also
selected as a member of the Gover-
nor’s Student Aid Commission.

Dedicated to the future of agricul-
ture, Ms. Pellett worked with 4-H at
the local and State levels and served
on the Iowa 4-H Foundation board.
She is a founding member of the
4-H/FFA “Sale of Champions” com-
mittee for the Iowa State Fair.

Ms. Pellett is on the Iowa State
University Foundation Board of
Governors and was a member of the
advisory committees for the Col-
lege of Agriculture and the College
of Family and Consumer Sciences.
She is past president of the univer-
sity’s Alumni Association and was
awarded the Alumni Medal in 1987.
The Pellett family was honored as the
“Family of the Year” by the univer-
sity in 1997.

The Pellett family also received the
“Friends of Youth Award” in 2000
from the Knights of AkSarBen, a
foundation that supports education,
youth programs, and rural develop-
ment in Nebraska and western Iowa.

A native of Walnut, Iowa, Ms. Pellett
holds a B.S. from Iowa State Univer-
sity at Ames. She and her husband
have four children.
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Dallas P. Tonsager
Board Member

Dallas P. Tonsager was appointed to
the FCA Board by President George
W. Bush on November 30, 2004, for a
term that expires May 21, 2010.

Mr. Tonsager also serves as a mem-
ber of the Board of Directors of

the Farm Credit System Insurance
Corporation, which is responsible
for ensuring the timely payment of
principal and interest on obligations
issued on behalf of FCS banks.

Mr. Tonsager brings to his posi-

tion on the FCA Board extensive
experience as an agriculture leader
and producer and a commitment to
promoting and implementing innova-
tive development strategies to benefit
rural residents and their communi-
ties. As executive director of the
South Dakota Value-Added Agricul-
ture Development Center in Huron
from 2002 until his appointment

to the FCA Board, he coordinated
initiatives to better serve producers
interested in developing value-added
agricultural projects. Services pro-
vided by the center include project
facilitation, feasibility studies, busi-

ness planning, market assessment,
technical assistance, and education.

In 1993 he was selected by Presi-
dent William J. Clinton to serve as
the State director in South Dakota
for rural development for the U.S.
Department of Agriculture. Mr. Ton-
sager oversaw a diversified portfolio
of housing, business, and infrastruc-
ture loans in South Dakota totaling
more than $100 million. In 1999, he
was recognized as one of two out-
standing State directors in the nation
by then-USDA Under Secretary Jill
Long Thompson. His term concluded
in February 2001.

A long-time member of the South
Dakota Farmers Union, Mr. Tonsager
served two terms as president of

the organization from 1988 to 1993.
He served on the board of National
Farmers Union Insurance from 1989
to 1993, and he was a member of the

advisory board of the Commodity
Futures Trading Commission from
1990 to 1993.

From 1988 to 1993, Mr. Tonsager was
a board member of Green Thumb,
Inc., a nationwide job training
program for senior citizens. Until
recently he served on the board of
Lutheran Social Services of South
Dakota.

Mr. Tonsager grew up on a dairy
farm near Oldham, South Dakota.
In partnership with his brother, he
owns Plainview Farm in Oldham,

a family farming operation that
includes corn, soybeans, wheat, and
hay.

Mr. Tonsager is a graduate of South
Dakota State University, where he
earned a B.S. in agriculture in 1976.
He and his wife, Sharon, have two
sons and a daughter-in-law.




FARM CREDIT SYSTEM—

AN OVERVIEW OF EVENTS AND CONDITIONS

FCS ROLE AND STRUCTURE

The Farm Credit System is a net-
work of borrower-owned coopera-
tive financial institutions and ser-
vice organizations. Together, these
institutions are often viewed as the
largest agricultural lender in the
United States, serving all 50 States
and the Commonwealth of Puerto
Rico. Created by Congress in 1916 to
provide American agriculture with a
dependable source of credit, the FCS
is the oldest financial Government-
sponsored enterprise (GSE).!

FCS institutions provide credit and
financially related services to farmers,
ranchers, producers or harvesters of
aquatic products, and farmer-owned
cooperatives. They also make credit
available for agricultural processing
and marketing activities, rural hous-
ing, certain farm-related businesses,
agricultural and aquatic coopera-
tives, rural utilities, and foreign and
domestic entities in connection with
international agricultural trade. The
System raises funds for its business
activities by selling securities in the
national and international money
markets, subject to approval by

FCA. The U.S. Government does not
guarantee the securities issued by the
System.

As of December 31, 2008, the Sys-
tem was composed of 95 banks and
associations. Five Farm Credit banks
provided loan funds to 82 Agricul-
tural Credit Association (ACA) parent
organizations® and 8 stand-alone

Federal Land Credit Associations
(FLCAs). An ACA can make short-,
intermediate-, and long-term loans.
An FLCA can make only long-term
loans and, under the Farm Credit
Act, the FLCA is exempt from State
and Federal income taxes.

Each ACA contains two subsidiar-
ies, a Production Credit Association,
which can make only short- and
intermediate-term loans, and an
FLCA. The parent-subsidy struc-
ture, with an ACA as parent and its
wholly owned PCA and FLCA as
subsidiaries, accounted for 91 percent
of all associations as of December 31,
2008. The ACA and its two subsid-
iaries operate with a common board
of directors and staff, and each of
the three entities is responsible for
the debts of the others. As a result,
for most regulatory and examination
purposes, FCA views the ACA and
its subsidiaries as a single entity.

This parent-subsidiary structure
enables the ACA to preserve the
tax-exempt status of the FLCA. The
ACA structure offers several other
benefits. It allows the ACA to build
and use capital more efficiently and
enables members to be stockhold-
ers of one entity—the ACA—and to
be borrowers of the ACA or of one
or both subsidiaries. This gives the
ACA and its subsidiaries greater
flexibility in serving their customers
and allows credit and related services
to be delivered to borrowers more
efficiently. Further, the structure
allows an association to provide a

broader range of specialized services
to its member-borrowers. It enables
one-stop borrowing —borrowers

can obtain long-, intermediate-, and
short-term loans from the same insti-
tution.

One of the five Farm Credit banks is
an Agricultural Credit Bank (ACB),
which has a nationwide charter

to make loans to agricultural and
aquatic cooperatives and rural utili-
ties, as well as to other persons or
organizations that have transactions
with, or are owned by, these cooper-
atives. The ACB finances U.S. agricul-
tural exports and imports and pro-
vides international banking services
for farmer-owned cooperatives. In
addition to making loans to coopera-
tives, the ACB provides loan funds
to five affiliated ACAs, which serve
New York, New Jersey, Connecticut,
Rhode Island, Maine, Massachusetts,
New Hampshire, Vermont, Alaska,
Oregon, Washington, Montana, and
Idaho.

FCA also examines and regulates the
Federal Farm Credit Banks Fund-
ing Corporation (Funding Corpora-
tion), an institution established under
the Farm Credit Act. The Funding
Corporation issues and markets debt
securities on behalf of the banks to
raise loan funds.

In addition, FCA examines and
regulates the following five service
corporations organized under section
4.25 of the Farm Credit Act:?

1.  The Federal Land Banks were created in 1916, when the System was originally established. Other major parts of the FCS were created in 1923 and

1933.

2. Although legally separated, the ACA, the PCA, and the FLCA operate an integrated lending business, with loans made through the subsidiaries
possessing the appropriate authority. The ACA, the PCA, and the FLCA are jointly and severally liable on the full amount of the indebtedness to the
bank under the bank’s General Financing Agreement. In addition, the three associations agree to guarantee each other’s debts and obligations, pledge
their respective assets as security for the guarantee, and share each other’s capital.

3. Section 4.25 of the Farm Credit Act provides that one or more FCS banks or associations may organize a service corporation to perform functions and
services on their behalf. These federally chartered service corporations are prohibited from extending credit or providing insurance services.
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AgVantis, Inc., which provides
technology-related and other sup-
port services to the associations
affiliated with U.S. AgBank, FCB
(Farm Credit Bank). AgVantis is
owned by the bank and 18 of its
affiliated associations.

Farm Credit Leasing Services
Corporation, which provides
equipment leasing services to
eligible borrowers, including agri-
cultural producers, cooperatives,
and rural utilities, and is wholly
owned by CoBank, ACB.

Farm Credit Financial Partners,
Inc. (FPI), which provides sup-
port services to CoBank, ACB;
CoBank’s five affiliated associa-
tions; two associations affiliated
with U.S. AgBank, FCB; one asso-
ciation affiliated with AgriBank,
FCB; and two System-related
entities. FPI is owned by CoBank,
ACB, and the eight associations
to which FPI provides services.

The FCS Building Association,
which acquires, manages, and
maintains facilities to house
FCA’s headquarters and field
office staff. The FCS Building
Association is owned by the FCS
banks. The FCA Board oversees
the Building Association’s activi-
ties on behalf of its owners.

Farm Credit Finance Corpora-
tion of Puerto Rico (FCFCPR),
which previously offered tax
incentives to investors to provide

low-interest funding (other than
that from the Funding Corpora-
tion) to Puerto Rico Farm Credit,
ACA. Because of changes in the
tax treatment of the corporation,
AgFirst Farm Credit Bank, the
sole owner of FCFCPR, sus-
pended operations of FCFCPR
as of December 31, 2005. The
service corporation remains inac-
tive, although the charter is still
outstanding.

FCA also examines and regulates
the Federal Agricultural Mortgage
Corporation (Farmer Mac).* Farmer
Mac provides a secondary market
arrangement for agricultural real
estate loans, Government-guaranteed
portions of certain loans, and rural
housing mortgage loans. These
secondary market activities provide
greater liquidity and lending capac-
ity to agricultural lenders. Under
the Farmer Mac I program, Farmer
Mac guarantees prompt payment of
principal and interest on securities
representing interests in, or obliga-
tions backed by, mortgage loans
secured by first liens on agricultural
real estate or rural housing; it also
purchases, or commits to purchase,
qualified loans or securities backed
by qualified loans directly from
lenders. Under the Farmer Mac II
program, Farmer Mac guarantees
securities backed by the Government-
guaranteed portions of farm own-
ership and operating loans, rural
business and community develop-
ment loans, and certain other loans
guaranteed by the U.S. Department

of Agriculture (USDA). Farmer Mac
II does not duplicate the Federal
Government’s guarantee; it simply
ensures timely compensation for
losses on guaranteed investments.
Farmer Mac received new authorities
from Congress in 2008 to purchase
and guarantee securities backed by
rural utility loans.

When Congress established the FCS
as a GSE, its purpose was to provide
a permanent, reliable source of credit
and related services to agriculture
and aquatic producers, their coop-
eratives, and related businesses in
rural America. Congress intended
the farmer-owned cooperative FCS to
improve the income and well-being
of American farmers and ranchers. It
also encouraged the participation of
farmer- and rancher-borrowers in the
management, control, and ownership
of these cooperative institutions to
help the institutions remain focused
on serving their members’ needs.

The System helps to meet a broad
public need by preserving liquidity
and competition in rural credit mar-
kets in both good and bad economic
times. The accomplishment of this
public goal benefits all eligible bor-
rowers, including young, beginning,
and small (YBS) farmers, as well as
rural homeowners.

FCA’s regulations, policy statements,
examinations, chartering activi-

ties, and other regulatory activities
(discussed in later chapters of this
report) support and facilitate the

Farmer Mac is established in law as an FCS institution. However, Farmer Mac has no liability for the debt of any other System institution, and the
other System institutions have no liability for Farmer Mac debt. Farmer Mac is organized as an investor-owned corporation, not a member-owned
cooperative. Investors in voting stock may include commercial banks, insurance companies, other financial organizations, and FCS institutions.
Nonvoting stock may be owned by any investor. Farmer Mac is regulated and examined by FCA through the Office of Secondary Market Oversight,
whose director reports to the FCA Board on matters of policy.



10

accomplishment of the System’s mis-
sion by ensuring that FCS institutions
operate in a safe and sound man-
ner, without undue risk to taxpay-
ers, investors in System securities, or
borrower-stockholders.

The sections in this chapter first
assess the System’s financial strength
and then its service to rural America.
The discussion relies on commonly
used measures, including trends in
volume by a variety of loan types,
volume of funding for non-System
rural lenders and participations with
other lenders, and the System’s share
in the marketplace. Discussion in

the next chapter also covers lending
activities and programs that benefit
YBS farmers and ranchers and the
use of Government guarantee pro-
grams in supporting loans to farm-
ers who are unable to meet normal
underwriting requirements.

FINANCIAL CONDITION OF THE
FCS®

As selected financial indicators show
(tables 1 and 2), the overall condition
and performance of the Farm Credit
System remained safe and sound
during 2008. Earnings, asset quality,

and capital levels indicate that the
System is in strong financial condi-
tion. However, in the second half of
2008 and into 2009, the global reces-
sion was beginning to reduce the
demand for farm products, causing
commodity prices to decline and thus
raising the risk environment of the
System.

Although all banks and associations
continued to maintain capital ratios
well in excess of minimum regula-
tory requirements, the turmoil in the
U.S. and global markets during the
latter half of 2008 has limited the
System’s ability to raise third-party
capital and its flexibility to access
the capital markets for the issuance
of term debt. The System relies on
access to the capital markets to raise
the funds it needs for making loans
to farmers and other eligible borrow-
ers.

The System has benefited, and is
expected to continue to benefit, from
the financial strength and over-

all profitability of the farm sector,
which had record earnings in 2008.
Nonetheless, earnings are expected
to decline in 2009 because of tighter
margins for most producers, nega-

tive profitability for many livestock
producers, and overcapacity in the
ethanol industry. Farm land values
have also begun to weaken in some
areas with the changing outlook for
commodity prices. In addition, rising
unemployment is reducing repay-
ment capacity for many part-time
farmers.

These factors are expected to lead
to some decline in System finan-
cial indicators going forward. For a
discussion of how these stresses and
others are likely to affect the agri-
cultural economy and the System in
2009 and beyond, see “Challenges
Facing Agriculture and the FCS” on
pages 52 to 58.

5. The information presented in this section pertains to all Farm Credit Banks, the Agricultural Credit Bank, and the affiliated associations of the System
banks. The FCS institutions provided the data used in the overall FCS analysis to FCA or to the Federal Farm Credit Banks Funding Corporation. The
analysis in this report is based on publicly available information and, except where noted, is based on the 12-month period ended December 31, 2008,
and is presented on a combined basis reflecting eliminations of transactions between System entities.
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Table 1

Farm Credit System Major Financial Indicators, Annual Comparison

As of December 31
Dollars in Thousands

FCS banks® 2004 2005 2006 2007° 2008
Gross loan volume 85,411,707 94,865,873 112,260,474 131,191,826 149,491,137
Accruing restructured loans® 7,050 6,131 5,378 4,301 5,125
Accrual loans 90 or more days past due 5,420 1,322 5,439 12,917 21,594
Nonaccrual loans 227,003 152,223 107,556 46,069 582,160
Nonperforming loans/total loans? 0.28% 0.17% 0.11% 0.05% 0.41%
Cash and marketable investments 23,089,548 27,788,225 31,680,712 34,408,807 41,358,881
Capital/assets® 6.79% 6.20% 5.65% 5.43% 4.89%
Unallocated retained earnings/assets 3.54% 3.28% 2.95% 2.69% 2.50%
Net income 733,012 740,785 845,191 981,688 1,231,430
Return on assets 0.68% 0.61% 0.60% 0.60% 0.65%
Return on equity 9.82% 9.48% 10.24% 10.59% 12.44%
Net interest margin 0.92% 0.84% 0.80% 0.83% 0.97%
Operating expense ratef 0.36% 0.33% 0.33% 0.30% 0.31%
Associations

Gross loan volume 75,619,681 83,253,781 93,413,704 105,620,488 114,026,858
Accruing restructured loans® 68,439 53,885 51,384 47,212 30,381
Accrual loans 90 or more days past due 15,375 13,156 19,504 43,840 70,622
Nonaccrual loans 419,312 371,703 425,545 465,414 1,699,245
Nonperforming loans/gross loans® 0.67% 0.53% 0.53% 0.53% 1.58%
Capital/assets® 17.72% 17.19% 16.27% 15.57% 15.47%
Unallocated retained earnings/assets 15.28% 14.79% 13.89% 13.58% 13.52%
Net income 2,420,251 1,613,346 1,662,255 1,934,968 1,811,667
Return on assets 3.10% 1.85% 1.75% 1.74% 1.57%
Return on equity 18.22% 10.55% 10.44% 10.82% 9.86%
Net interest margin 2.72% 2.71% 2.64% 2.57% 2.49%
Operating expense ratef 1.58% 1.53% 1.58% 1.49% 1.45%
Total FCS"

Gross loan volume 96,367,000 106,272,000 123,436,000 142,906,000 161,423,000
Nonperforming loans 743,000 600,000 615,000 621,000 2,416,000
Nonaccrual loans 646,000 524,000 533,000 512,000 2,282,000
Nonperforming loans/gross loans® 0.77% 0.56% 0.50% 0.43% 1.50%
Bonds and notes 100,330,000 113,576,000 134,466,000 155,295,000 179,769,000
Capital/assets' 17.13% 16.28% 15.00% 14.17% 12.65%
Surplus/assets 13.69% 13.30% 12.25% 11.52% 10.80%
Net income 2,993,000 2,096,000 2,379,000 2,703,000 2,916,000
Return on assets 2.46% 1.58% 1.56% 1.53% 1.41%
Return on equity 14.85% 9.38% 9.99% 10.38% 10.70%
Net interest margin 2.56% 2.58% 2.48% 2.43% 2.41%

Sources: Farm Credit System Call Reports as of December 31 and the Farm Credit System Annual Information Statements provided by the Federal
Farm Credit Banks Funding Corporation.

a. Includes Farm Credit Banks and the Agricultural Credit Bank.
b.  Some of the data for 2007 have been corrected from the amounts reported in the 2007 FCA Annual Report on the Farm Credit System.
c.  Excludes loans 90 days or more past due.

d. Nonperforming loans are defined as nonaccrual loans, accruing restructured loans, and accrual loans 90 days or more past due.

Capital excludes mandatorily redeemable preferred stock.

Operating expenses are divided by average gross loans, annualized.

Capital excludes protected borrower capital.

Cannot be derived through summation of above categories because of intradistrict and intra-System eliminations used in Reports to Investors.
Capital includes restricted capital (amount in Farm Credit Insurance Fund) and excludes mandatorily redeemable preferred stock and protected
borrower capital.

=< R
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Table 2

Farm Credit System Major Financial Indicators, by District®
As of December 31, 2008
Dollars in Thousands

Allowance Cash
Gross for and
Total loan Nonaccrual loan marketable Capital Total

FCS Banks assets volume loans losses  investments® stock® Surplus® capital®
AgFirst 29,911,050 21,239,330 176,410 44,565 8,288,340 834,929 763,354 1,241,091
AgriBank 63,285,845 52,753,649 60,811 13,883 9,510,636 1,624,615 1,537,851 2,767,212
CoBank 61,162,057 44,549,872 217,797 329,198 14,801,371 2,101,192 1,638,596 3,594,849
Texas 14,760,501 11,403,113 109,661 12,549 3,230,043 427,212 343,113 744,542
U.S. AgBank 25,413,761 19,545,173 17,481 3,202 5,528,491 797,710 586,127 1,170,717
Total 194,533,214 149,491,137 582,160 403,397 41,358,881 5,785,658 4,869,041 9,518,411
Associations
AgFirst 18,372,616 16,848,927 374,172 124,523 624,322 180,112 2,586,817 2,740,868
AgriBank 54,324,405 49,345,292 768,172 194,290 2,087,199 213,347 8,248,763 8,462,250
CoBank 13,060,950 12,401,042 119,051 88,353 83,092 25,581 1,942,670 1,911,895
Texas 13,969,126 13,349,561 212,820 39,102 186,411 64,620 1,860,307 1,933,547
U.S. AgBank 23,666,200 22,082,036 225,030 83,451 616,258 285,682 3,742,305 4,036,303
Total 123,393,297 114,026,858 1,699,245 529,719 3,597,282 769,342 18,380,862 19,084,863
Total FCS 214,353,000 161,423,000 2,282,000 936,000 43,807,000 1,423,000 23,148,000 27,124,000

Sources: Farm Credit System Call Reports as of December 31, 2008, and the Farm Credit System Annual Information Statement provided by the Federal

Farm Credit Banks Funding Corporation.

a. Aggregations of district data may not equal totals because of eliminations.

b. Includes accrued interest receivable on marketable investments.

c.  Includes capital stock and participation certificates, excludes mandatorily redeemable preferred stock and protected borrower capital.
Includes allocated and unallocated surplus.

e. Includes capital stock, participation certificates, perpetual preferred stock, surplus, accumulated other comprehensive income, and restricted capital
(amount in the Farm Credit Insurance Fund, for Farm Credit System total only). Excludes mandatorily redeemable preferred stock and protected
borrower capital.

FARM CREDIT ADMINISTRATION 2008 ANNUAL REPORT ON THE FARM CREDIT SYSTEM



Earnings

The FCS earned $2.9 billion in 2008
compared with $2.7 billion in 2007.
This 7.9 percent increase in net
income was largely driven by con-
tinued high loan growth and invest-
ments. See figure 1. The $642 million
increase in net interest income was
attributable to the more favorable
funding and net interest spread.

Net interest spread increased by 26
basis points to 1.99 percent from 1.73
percent.

Despite substantial asset growth,
net income was sufficient to keep
the return on average assets and the
return on average capital at accept-
able levels. As table 1 shows, the
System’s return on average assets
declined to 1.41 percent in 2008
from 1.53 percent the prior year. The
return on average capital, however,
increased to 10.70 percent in 2008
from 10.38 percent in 2007.

As cooperative institutions, the FCS
banks and associations pass a por-
tion of their earnings on to their
borrower-owners as patronage distri-
butions. During 2008, System institu-
tions declared a total of $958 million
in patronage distributions, 33 percent
of Systemwide net income. Of that
amount, $589 million was paid in
cash, $275 million was issued in the
form of allocated retained earnings,
and $94 million was issued as stock.
The System also distributed $121 mil-
lion in cash from patronage alloca-
tions of earlier years.

Asset Growth

The System experienced substantial
loan and asset growth in 2008, as
shown in table 3. FCS assets grew
to $214.4 billion, up $27.9 billion
(15.0 percent) from year-end 2007.
This increase was led by contin-
ued growth in gross loans, which
increased from $142.9 billion in 2007
to $161.4 billion at year-end 2008
(figure 2).

Generally high agricultural commod-
ity prices stimulated loan demand,
especially for seasonal agribusiness
loans. These higher prices, par-
ticularly for corn, were the result of
strong demand from foreign buyers
and the domestic biofuels industry
during the first half of 2008. How-
ever, later in 2008, many of these
factors shifted. Oil prices and con-
sumption dropped, which reduced
the demand for ethanol. Crop pro-
duction improved in certain regions
of the world, and the U.S. dollar
strengthened in the latter half of
2008, decreasing exports. The com-
bination of these factors produced a
dramatic drop in commodity prices
in late 2008 to levels more in line
with commodity prices at December
31, 2007. While the System’s loan
growth rate was much higher in the
year’s first half than in the second,
generally increasing farm land prices,
volatile but higher commodity prices,
and higher input costs caused the
demand for farm lending to continue
to increase during all four quarters
of 2008. The FCS was able to meet
the demand even when other finan-
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cial institutions were affected by the
credit crunch of the fourth quarter.

The AgriBank, U.S. AgBank, AgFirst,
and CoBank districts experienced

at least 10 percent growth as gross
loans increased by 19.9 percent, 16.9
percent, 11.1 percent, and 10.0 per-
cent, respectively. The Farm Credit
Bank of Texas grew by 4.9 percent.
The AgriBank district had the largest
dollar growth at $8.7 billion, fol-
lowed by the CoBank district at $4.1
billion. Asset growth from 2005 to
2008 averaged more than 14 percent.
The growth rates of the past four
years are higher than any experi-
enced by the System over the past
25 years. However, we anticipate
2009 will be a year of much slower
growth given the state of the gen-
eral economy and the weaker farm
economy.

Investment Assets

Investments available for sale (based
on fair value) grew from $31.1 billion
in 2007 to $35.1 billion in 2008, with
the greatest increases in money mar-
ket instruments and U.S. Government
securities (see table 4). The System'’s
portfolio of mortgage-backed securi-
ties available for sale grew by only
2.5 percent compared with 17.7
percent in 2007 (table 4). The overall
weighted average yield decreased
appreciably since year-end 2007

from 5.0 percent to 2.8 percent for
available-for-sale securities as a result
of the lower interest rate environ-
ment. The overall weighted average
yield on held-to-maturity securi-
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Figure 1
FCS Net Income, 2001-2007
As of December 31
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Sources: Federal Farm Credit Banks Funding Corporation Annual Information Statements.
Note: The net income for 2004 includes $1.167 billion in net reversals of the allowance for loan losses.

Table 3
FCS Assets
Dollars in Millions As of December 31 Change
2007 2008 Dollars  Percent
Cash 718 3,758 3,040 423.4
Federal funds sold and repossessed 1,907 1,029 (878) (46.0)
Investments
Available for sale (fair value) 30,378 35,144 4,178 13.8
MRIs available for sale (fair value) 683 588 (95) (23.9)
MRIs held to maturity (amortized cost) 2,774 3,876 1,102 39.7
Total investments 33,835 39,020 5,185 15.3
Gross loans 142,906 161,423 18,517 13.0
ALL (781) (936) (155) 19.8
Net loans 142,125 160,487 18,362 12.9
Accrued interest receivable 2,013 1,970 (43) (2.1)
Premises and equipment 552 605 53 9.6
Other assets 2,702 4,569 1,867 69.1
Restricted assets 2,599 2,915 316 12.2
Total assets 186,451 214,353 27,902 15.0

Sources: Federal Farm Credit Banks Funding Corporation Annual Information Statements.

MRI = mission-related investment
ALL = allowance for loan losses

FARM CREDIT ADMINISTRATION 2008 ANNUAL REPORT ON THE FARM CREDIT SYSTEM
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Figure 2

FCS Loans Outstanding, 1978-2008
As of December 31
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Sources: Federal Farm Credit Banks Funding Corporation Annual Information Statements.

Table 4

FCS Investments
Dollars in Millions

As of December 31 Change
2007 2008 Amount WAY
Dollars WAY % Dollars WAY %  Dollars % bp
Available for sale (fair value)
Money market instruments 1,878 5.1 4,613 1.7 2,735 145.6 (343)
U.S. Government securities 1,337 4.7 3,033 3.8 1,696 126.9 (91)
Mortgage-backed securities 24,926 5.1 25,544 3.0 618 2.5 (215)
Other asset-backed securities 2,237 5.1 1,366 2.1 (871) (38.9) (297)
Mission-related
and other investments 683 5.2 588 3.9 (95) (13.9) (135)
Total 31,061 5.0 35,144 2.8 4,083 13.1 (218)
Held to maturity
(amortized cost)
Money market instruments 162 6.4 234 6.2 72 44.4 (24)
Mortgage-backed securities 2,302 5.7 2,447 5.4 145 6.3 (31)
Other asset-backed securities 310 6.5 1,195 4.3 885 285.5 (224)
Total 2,774 5.8 3,876 5.1 1,102 39.7 (71)

Sources: Federal Farm Credit Banks Funding Corporation Annual Information Statements.

WAY = weighted average yield
bp = basis point (1 /100 of 1 percent)
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ties declined from 5.8 percent to 5.1
percent as a result of the decrease in
yield on all held-to-maturity securi-
ties.

The quality of System investments
has been adversely affected by the
historic declines in the Nation’s
mortgage markets. System banks are
restricted by regulation to acquir-
ing only investments with a triple-A
rating from at least one major rating
agency. If an investment loses its tri-
ple-A rating, the investing bank must
dispose of the investment within six
months or receive written approval
from FCA to divest the investment
over a longer period of time. FCA
approved divestiture plans that
allowed the FCS to hold 43 securities
that became ineligible because of a
ratings downgrade. Of the ineligible
investments, the FCS had 14 securi-
ties for $529 million, with recognized
losses of $82 million. These other-
than-temporarily-impaired invest-
ments were small in comparison

to the available-for-sale investment
portfolio of $35.1 billion.

Asset Quality

The quality of FCS assets declined
in 2008 from the very high level of
2007. Nonperforming loans increased
to 1.49 percent of gross loans by
year-end 2008 from 0.44 percent at
the end of 2007 (figure 3). In 2008,
nonaccrual loans rose to $2.3 billion
from the 2007 year-end total of $512
million. Loan delinquencies (that is,
total accruing loans that are 30 days
or more past due) remained rela-

tively low at 0.53 percent of accruing
loans at year-end 2008. With the eco-
nomic slowdown, we do anticipate
the level of nonperforming loans to
increase in 2009, but the overall level
will remain well within the System’s
risk-bearing capacity.

The FCS established a provision for
loan losses of $408 million in 2008
compared with $81 million in 2007.
The significant increase in the 2008
provision resulted primarily from
credit deterioration caused by vola-
tility in commodity prices, which
adversely impacted the livestock,
poultry, and ethanol sectors. Another,
though lesser, cause of the increase
in the provision for loan losses was a
decline in the condition of the overall
economy.

Net charge-offs increased in 2008 to
$99 million from $34 million in 2007.
Also, the allowance for loan losses
increased to $936 million in 2008
from $781 million the year before.
Although the System’s asset quality
is strong, the current riskier lend-
ing environment may lead to further
deterioration in coming years.

Liabilities, Funding, and Liquidity

In 2008, the System’s funding com-
position remained relatively constant.
Short-term debt securities made up
36.9 percent of total Systemwide
debt securities at December 31, 2007,
and 36.8 percent at December 31,
2008. Debt securities due within a
year increased by 15.2 percent in
2008, and those due after one year

increased by 15.6 percent. Although
the System continues to have regular
and flexible access to the short-term
debt markets, issuance of securities
with maturities greater than one year
became more challenging in the lat-
ter half of 2008, and the cost of such
term issuances has increased as a
result of the more limited access to
the debt capital markets. (See sec-
tion titled “Funding Activity in 2008”
(page 35) for further discussion of
how the System’s funding environ-
ment has changed.)

As noted in figure 4, the System’s
liquidity position remained signifi-
cantly above the regulatory mini-
mum® and widened somewhat from
122 days at year-end 2007 to 177
days at year-end 2008. The liquid-
ity position widened because the
System’s banks extended the maturi-
ties of Systemwide debt securities.
This extension of maturities and the
additional liquidity provide each
bank with a cushion against signifi-
cant negative events in the U.S. and
global markets, and also create finan-
cial flexibility to address a challeng-
ing funding environment.

The duration’ gap (that is, the gap
between the estimated duration of
interest-earning assets and the esti-
mated duration of interest-bearing
liabilities) is a primary measure of
asset-liability risk exposure. A posi-
tive duration gap (that is, a gap in
which asset duration exceeds liability
duration) of more than three months
indicates a greater exposure to rising

6.  Theregulatory liquidity standard requires each FCS bank to maintain a minimum of 90 days of liquidity on a continuous basis to guard against a pos-
sible interruption in its access to the capital markets. The number of days of liquidity is calculated by comparing maturing Systemwide debt securities
and other bonds for which the bank is primarily liable with the total amount of cash, investments, and other liquid assets maintained by that bank.
For purposes of calculating liquidity, liquid assets are subject to discounts that reflect potential exposure to adverse market value changes that might

be recognized upon liquidation or sale.

7. Duration is the weighted average maturity of cash flows. It is a useful way to estimate the direction and size of changes in the value of a financial
instrument when market interest rates change. When the duration gap is small, changing market interest rates pose less interest rate risk than when
the gap is large. The Funding Corporation considers a gap of no more and no less than three months to be small.

FARM CREDIT ADMINISTRATION 2008 ANNUAL REPORT ON THE FARM CREDIT SYSTEM



Figure 3

FCS Nonperforming Loans, 2002-2008
As of December 31
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interest rates. A duration gap within
the range of a positive three months
to a negative three months generally
indicates a small exposure to changes
in interest rates. Since the duration
gap for the FCS was a positive 0.2
months on December 31, 2008 (down
slightly from a positive 1.4 months at
December 31, 2007), the interest rate
risk is still limited.

Capital

Capital levels were strong and
increased slightly during 2008, going
from $26.4 billion at year-end 2007
to $27.1 billion at year-end 2008. The
increase was the result of increases
in net income earned and retained,
as well as from the issuance of
preferred stock. As figure 5 shows,
surplus accounts for the overwhelm-
ing majority of capital (85.3 percent),
compared with 81.3 percent as of
December 31, 2007. Overall, the
System’s capital-to-assets ratio fell
from 14.2 percent at year-end 2007
to 12.7 percent at year-end 2008,
caused principally by the growth in
loans and investments. In addition,
accumulated other comprehensive
losses increased to $2.1 billion, which
consisted primarily of net unrealized
losses on investments available for
sale and pension and other benefit
plans.

System banks, both as a whole and
as individual institutions, are capital-
ized in excess of the System’s regu-
latory requirements. The minimum
permanent capital ratio is 7.0 per-
cent, and, as of December 31, 2008,

the permanent capital ratio ranged
between 14 percent and 18.9 percent
for the System’s banks and between
10.1 percent and 27.5 percent for

the associations. Despite their strong
capital positions, the banks and
associations are evaluating further
opportunities to improve and diver-
sify their capital positions in light of
their significant asset growth and the
current difficulty in raising third-

party capital.
BORROWERS SERVED

The System fulfills its overall mis-
sion by lending to agriculture and
rural America. Through changes in
the law since the first part of the FCS
was established in 1916, the System’s
lending authorities have evolved to
include the following loan products:

¢ Long-term agricultural real estate
loans and rural home loans

e Short- and intermediate-term
agricultural loans

¢ Loans to producers and harvest-
ers of aquatic products

e Loans to certain farmer-owned
agricultural processing facilities
and farm-related businesses

* Loans to farmer-owned agricul-
tural cooperatives

¢ Loans that finance agricultural
exports and imports

e Loans to rural utilities

¢ Limited portions of loans to
entities that qualify under the
System’s similar-entity authority®

Nationwide, the System had $161.4
billion in gross loans outstanding as
of December 31, 2008, (see table 5).
Agricultural producers represented
by far the largest borrower group,
with $109.4 billion, or 67.7 percent,
of the total dollar amount of loans
outstanding.’ As required by law, all
borrowers own stock or participation
certificates in System institutions. The
FCS had more than 840,000 loans
and approximately 476,000 stockhold-
ers at the end of 2008. Approximately
84 percent of the stockholders were
farmers, or their cooperatives, with
voting stock. The remaining voting
stockholders were cooperative asso-
ciations. (The System also has non-
voting stockholders, including other
financing institutions (OFIs) that
borrow from the System and rural
homeowners.)

The aggregate total of loans out-
standing at FCS banks and associa-
tions (net of intra-System lending)
grew by $18.5 billion, or 13.0 percent,
during the year ended December 31,
2008. Both the dollar volume and
the percentage growth in 2008 were
less than the gain in 2007. In 2007,
gross loans grew 15.8 percent, which
followed gains of 16.2 percent in
2006 and 10.3 percent in 2005. Since
year-end 2004, total System loans
outstanding have increased by $65.1

8. Asimilar-entity borrower is not eligible to borrow directly from an FCS institution, but because the similar-entity borrower’s operation is functionally
similar to that of an eligible borrower, the System can participate in these loans (the participation interest must be less than 50 percent).
9. This amount does not include loans to “rural homeowners” (as defined in section 613.3030 of the FCA regulations) and leases.

FARM CREDIT ADMINISTRATION 2008 ANNUAL REPORT ON THE FARM CREDIT SYSTEM



Figure 5

FCS Capital, 2002-2008

As of December 31
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Table 5

FCS Gross Loans Outstanding, 2004-2008

As of December 31
Dollars in Millions

Production agriculture
Long-term real estate
mortgage loans
Short- and intermediate-
term loans
Agribusiness loans*
Rural utility loans
Rural residential and
real estate loans
International loans
Lease receivables
Loans to other financing
institutions
Total

2004

47,695

22,789
12,053
7,200

2,482
2,624
1,168

356
96,367

2005

51,690

24,935
14,673
8,063

2,950
2,277
1,290

394
106,272

2006

56,489

28,731
21,141
9,569

3,408
2,183
1,489

426
123,436

2007

63,458

32,267
28,091
10,846

3,965
2,135
1,708

436
142,906

Sources: Federal Farm Credit Banks Funding Corporation Annual Information Statements.

2008

71,892

37,468
26,901
13,931

4,611
4,077
1,952

591
161,423

Percent
change
from 2004

64.4
123.2
93.5

85.8
55.4
67.1

66.0
67.5

* At December 31, 2008, agribusiness loans consisted of loans to cooperatives of $12.2 billion, processing and marketing loans of $12.2
billion, and farm-related business loans of $2.5 billion.
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billion, or 67.5 percent. However,

we expect loan growth to slow more
significantly in 2009 because of the
effects of a weakening farm economy
and recessionary conditions on loan
demand.

As of December 31, 2008, 44.5 per-
cent of the dollar volume of the Sys-
tem’s loans outstanding was in long-
term real estate loans, 23.2 percent in
short- and intermediate-term loans to
agricultural producers, and 16.7 per-
cent in agribusiness loans. Agribusi-
ness loans are broken down further
into 7.6 percent for loans to coop-
eratives, 7.5 percent for processing
and marketing enterprises, and 1.6
percent for farm-related businesses.
Loans to finance rural utilities rep-
resented 8.6 percent of the System’s
loan volume, while rural residential
real estate loans made up about 2.9
percent of the System’s total loans.
International loans (export financ-
ing) represented 2.5 percent of the
System’s loan portfolio, and lease
receivables accounted for 1.2 percent
of the overall portfolio. Finally, loans
outstanding to OFIs represented a
small but important and growing
segment of the System’s portfolio.

The System’s increased loan volume
over the past 12 months stemmed
primarily from long-term real estate
loans (up $8.4 billion, or 13.3 per-
cent) and short- and intermediate-
term loans (up $5.2 billion, or 16.1
percent). However, while less signifi-
cant in absolute dollars, several loan
categories posted notable percentage

increases in 2008. Rural utility loans
(energy, water, waste disposal, and
communication loans) were up 28.4
percent ($3.1 billion), while process-
ing and marketing loans (a subcate-
gory of agribusiness loans) increased
by 24.4 percent ($2.4 billion) mostly
because of the expansion in biofuel
production. The international loans
category reversed the steady down-
trend of recent years to post a 91.0
percent increase ($1.9 billion) during
2008. To some degree, this growth
resulted from the tightening of world
credit markets in the latter part of
2008.1°

As a group, the agribusiness loans
category was the only segment of
the FCS portfolio that experienced a
decrease in loan volume (down $1.2
billion, or 4.2 percent) during 2008.
The largest decline occurred in the
loans to cooperatives subcategory,
which decreased by $3.6 billion, or
23.0 percent, from year-end 2007,
mainly because of the decline in
commodity prices in late 2008. As
commodity prices collapsed, grain
cooperatives realized profits in their
hedging operations and used the pro-
ceeds to repay loans taken out earlier
to cover their margin requirements
when prices were skyrocketing.

Several factors facilitated the Sys-
tem’s lending activity in 2008. The
key driver was strong farm income,
which not only produced cash to
support debt repayment capacity
but also increased the upward pres-
sure on land values, which boosted

the demand for mortgage debt. In
both absolute and relative terms,
long-term real estate loans increased
sharply last year. However, the
upsurge in production costs, espe-
cially during the first half of the year,
also created strong credit demands to
finance fuel, fertilizer, feed, and farm
equipment purchases. The decline

in agribusiness loans was offset, in
part, by a moderate pickup in busi-
ness from non-System lenders as the
financial crisis widened, along with
the System’s new business in rural
utility and international loans. Many
of these aspects of the agricultural
economy will likely not be factors in
2009, and we do anticipate growth to
slow in 2009.

In 2008, System institutions contin-
ued to mount effective marketing
campaigns to finance a broad range
of activities and to expand their
patronage programs. Despite con-
siderable turmoil in the capital and
credit markets last year, the FCS was
able to meet its mission as a reli-
able source of reasonably priced debt
capital for U.S. agriculture and rural
America.

FUNDING FOR OTHER LENDERS

Other Financing Institutions

Under the Farm Credit Act, System
banks may further serve the credit
needs of rural America by provid-
ing funding and discounting services
to non-System lending institutions
known as “other financing institu-
tions” (OFIs). OFIs include com-

10. A majority of the System’s international loan portfolio is guaranteed by the Commodity Credit Corporation through USDA’s GSM-102 and GSM-103
export credit programs. Overall, 81 percent of the System’s international loans in 2008 carried a CCC guarantee.
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mercial banks, thrifts, credit unions,
trust companies, agricultural credit
corporations, and other specified
agricultural lenders. System banks
can fund and discount short- and
intermediate-term loans for OFIs that
are significantly involved in lending
to agricultural and aquatic producers
and harvesters if these OFIs demon-
strate a need for additional funding
to meet the credit needs of eligible
borrowers. OFIs benefit by using

the System as an additional source
of liquidity for their own lending
activities and by capitalizing on the
System’s expertise in agricultural
lending to make safe, sound, and
constructive loans.

As of December 31, 2008, the System
served 27 OFIs, up from 26 the year
before. Outstanding loan volume to
OFIs was $591 million at year-end,
up $155 million, or 35.6 percent, from
2007. While that increase appears
dramatic, OFI loan volume contin-
ues to be less than one percent of
the System’s loan portfolio. About
77 percent of the System’s OFI loan
volume is in the Midwest.

Rising Loan Participations and
Syndications with Non-FCS Lenders
Under conditions prescribed by the
Farm Credit Act, System banks and
associations have authority to work
with other financial institutions,
including commercial banks, in mak-
ing loans to agriculture and rural
America. System institutions gener-
ally work with these financial institu-
tions through loan participations and
syndications.

* A loan participation is a large
loan in which two or more lend-
ers share in providing loan funds
to a borrower to manage credit
risk or overcome a legal or inter-
nally established lending limit
for a single credit. One of the
participating lenders originates,
services, and documents the loan.
Generally, the borrower deals
with the institution originating
the loan and is not aware of the
other participating institutions.

¢ A loan syndication (or “syndi-
cated bank facility”) is a large
loan in which a group of finan-
cial institutions works together
to provide funds for a borrower.
Usually one financial institu-
tion takes the lead, acting as an
agent for all syndicate members
and serving as the focal point
between them and the bor-
rower. All syndicate members
are known at the outset to the
borrower and they each have a
contractual interest in the loan.

Financial institutions primarily use
loan participations and syndications
to reduce credit risk and to resolve
lending limit issues, but they also
use them to manage and optimize
capital, earnings, and liquidity. For
example, a financial institution with
a high concentration of production
loans for a single commodity could
use participations or syndications
to diversify the loan portfolio, or it
could use them to sell loans that are
beyond its credit limit. As Figure 6
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shows, activity from loan participa-
tions and syndications with non-Sys-
tem lenders has grown over the past
five years.

The first group of bars shows gross
loan syndication activity by FCS
banks and associations." Gross loan
syndications by the System with
non-System lenders totaled $11.8
billion at year-end 2008, almost 36
percent higher than the $8.7 billion
in gross syndication volume at year-
end 2007, and almost twice the $6.1
billion figure posted for 2006. As a
result, syndication volume continued
to expand in relation to the System’s
loan portfolio, rising from 6.1 percent
of gross loans at the end of 2007 to
7.3 percent a year later. This develop-
ment reflects general market trends
in which commercial credits are
becoming more complex. In effect,
lenders are switching from single-
lender originators with participation
sales to other institutions to syndi-
cates where a group of lenders origi-
nates the loan. This allows multiple
lenders to have a direct contractual
agreement with the customer as a
way to manage risk while satisfying
the credit needs of their customers.

The second and third groups of bars
show net loan participation activity
involving non-System lenders for two
lending categories for the past five
years.

¢ The second group shows net loan
participations with institutions
that are originating loans with

11. Typically, some of the syndication volume is sold and often reported as part of net loan transactions (purchases less sales) with non-FCS lenders (see
second group of bars). Net loan transactions include traditional loan participations and assignments or other interest in loans.
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Figure 6

Syndications and Net Loan Participations Involving Non-System Lenders, 2004-2008
As of December 31
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Note: A similar-entitiy borrower is not eligible to borrow directly from an FCS institution, but because the borrower’s operation is functionally
similar to that of an eligible borrower, the System can participate in some of these loans (the participation interest must be less than 50

percent).
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customers who are also eligible
to borrow from the FCS. The net
total of these participations was
$9.0 billion, up $2.4 billion, or
36 percent, from 2007. However,
much of the lending activity in
this group probably results from
gross loan syndications (the first
group of bars in this figure) and
the subsequent sale of pieces to
other System institutions.

¢ In addition to participating in
loans to eligible borrowers, FCS
institutions have authority to
work with non-System lenders
that originate “similar-entity”
loans (third group of bars in Fig-
ure 6). A similar-entity borrower
is not eligible to borrow directly
from an FCS institution, but
because the operation is function-
ally similar to that of an eligible
borrower, the System can partici-
pate in these loans (the participa-
tion interest must be less than
50 percent). At the end of 2008,
the net amount of similar-entity
participations in the System
amounted to $9.9 billion, up $2.5
billion, or 34 percent, from 2007.

The net total of all loan participa-
tions was $18.9 billion at year-end
2008, compared with $14.0 billion the
year before.

While the unsettled situation in
credit markets that is expected
through 2009 may slow new activity,
the partnering between System and
non-System lenders is an important

development that is expanding the
availability of credit to rural America.

MARKET SHARE OF FARM DEBT

According to USDA preliminary
data, total farm business debt for the
year ended December 31, 2008, was a
record $215.1 billion (nominal dollar
basis), up less than 2 percent from
year-end 2007." After accounting for
inflation, farm debt is still well below
the peak level of 1980. Only in recent
years has farm debt reached record-
high levels on a nominal basis. Farm
debt previously peaked at $189
billion at the end of 1984 and then
fell during the farm financial crisis

to $131 billion by the end of 1989.
After the crisis, farm debt increased
steadily, eventually surpassing the
1984 nominal record at the end of
2005 when it rose to $193.2 bil-

lion. Farm debt has been increasing
modestly in recent years in response
to rising land values and higher
production costs. USDA expects farm
debt to reach $217.1 billion in 2009,

a modest increase over 2008 but

an estimate subject to change if the
demand for farm loans softens more
than expected from a weak economy.

The most current market share infor-
mation from USDA is for year-end
2007."* The information for 2008 will
not be available until USDA issues
its planned update in August 2009.
Total farm business debt was $211.5
billion at the end of 2007. USDA
estimated debt by lenders shows that
commercial banks held 45.4 percent
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of this debt, while the System’s share
was 36.7 percent. Both lender groups
enjoyed market share increases in
2007 as they expanded their busi-
ness more than other lenders, such
as life insurance companies, the Farm
Service Agency, and merchants and
dealers, did. As a result, the two
groups now represent more than 80
percent of the total farm business
debt market, 15 percentage points
above their 1999 market share. When
the information is released for 2008,
the System’s overall market share
will likely show another increase,
given the 14 percent increase in

its farm real estate and production
credit loans in 2008. (Figure 7 shows
market share shifts for the major
lenders since 1980.)

Except for the unusual period of

the 1980s and a brief time in the
1990s, the FCS has typically been the
dominant lender for farm real estate
mortgages, enjoying the largest mar-
ket share. Commercial banks have
always dominated non-real estate
lending. The System’s share of debt
secured by farm real estate increased
to 42.1 percent at year-end 2007, con-
tinuing the steady upward trend of
the past 10 years. The System’s share
of non-real estate farm debt was 31.1
percent at year-end 2007, again con-
tinuing a solid upward trend and up
sharply from the late 1990s when it
was slightly less than 20 percent.

In 2000, after several years of steady
gains, commercial banks edged ahead
of the System in the debt market

12. In 2007, USDA revised its farm debt estimates, beginning with 2000, after obtaining data that enabled it to adjust for the non-farm use of reported
farm debt. The revision lowered the earlier estimates of farm debt by between 7.7 and 10.7 percent, depending on the year.

13.  Market share is calculated by USDA for farm business debt only. Market share information is not available for the other portions of the System’s
portfolio, such as agribusiness lending, rural utility lending, or rural home lending.
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Figure 7
Market Shares of U.S. Farm Business Debt, 1980-2007
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Sources: USDA, Economic Research Service.

Note: Year-end 2007 figure is a preliminary estimate.
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secured by farm real estate, with a
35.1 percent share. However, their
share slipped during the next couple
of years before stabilizing and climb-
ing to 37.7 percent at the end of
2007, a few percentage points behind
the System. In the non-real estate
market, the market share held by
commercial banks was 53.5 percent at
the end of 2007, down slightly from
2006 and from 56.6 percent in 2000,
when the FCS was still regaining its
financial footing from the crisis of
the mid-1980s.

FARMER MAC AS A SECONDARY
MARKET

FCA also examines and regulates
the Federal Agricultural Mortgage
Corporation (Farmer Mac). Farmer
Mac provides a secondary market
arrangement for agricultural real
estate, Government-guaranteed por-
tions of certain loans, rural housing
mortgage loans, and rural utility
loans; in doing so, it provides greater
liquidity and lending capacity to
rural lenders. Under the Farmer

Mac I program, Farmer Mac guar-
antees prompt payment of principal
and interest on securities represent-
ing interests in, or obligations backed
by, mortgage loans secured by first
liens on agricultural real estate or
rural housing; it also purchases, or
commits to purchase, qualified loans
or securities backed by qualified
loans directly from lenders. Under
the Farmer Mac II program, Farmer
Mac purchases and securitizes por-
tions of certain loans guaranteed

by the U.S. Department of Agricul-
ture, including farm ownership and
operating loans and rural business
and community development loans.
Farmer Mac also guarantees the
timely payment of principal and
interest on the securities created
from these loans. In May 2008, the
Food, Conservation, and Energy Act
of 2008 (2008 Farm Bill) expanded
Farmer Mac’s program authorities by
allowing it to purchase and guaran-
tee securities backed by eligible rural
utility loans made by cooperative
lenders.
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SERVING YOUNG, BEGINNING, AND SMALL FARMERS AND RANCHERS

Providing financially sound and con-
structive credit and related services
to young, beginning, and small (YBS)
farmers and ranchers is a statutory
mandate and a high priority for the
System. Loans to YBS borrowers help
ensure a smooth transition of agri-
business to the next generation and a
continued diversified customer base,
from very small enterprises to large
commercial operations, for the FCS.
Through its regulatory agenda, spe-
cial reports, disclosure requirements,
and examination activities, FCA is
strongly committed to ensuring that
the System fulfills its responsibility
to support this important segment of
the agricultural industry.

As the percentage of retirement-age
farmers continues to rise, the Sys-
tem’s potential role in helping young
and beginning farmers finance the
purchase of agricultural assets sold
by those who are exiting the business
becomes more important. USDA’s
2007 Census of Agriculture found
that 29.7 percent of principal opera-
tors are 65 years old or older, com-
pared with 21.4 percent in 1987. The
census also reported a continuing
sharp decline in the percentage of
young operators. Principal operators
aged 34 or younger declined from
13.3 percent in 1987 to 5.4 percent

in 2007."* The 2007 results show

that almost 13 percent of all farm
operators are not principal operators.
Moreover, 20 percent of the members
in this group are young. Therefore,
when everything is included, young
operators represented 8.0 percent of

the total number of farm operators in
2007, as compared with 8.6 percent
in 2002.

Other USDA surveys and studies
show that potential YBS borrowers
have a heavy and increasing reli-
ance on off-farm income, plus a wide
range of credit needs beyond their
agricultural production activities.
Such changing demographics and
economic conditions in many areas
of rural America pose challenges for
System institutions in meeting their
YBS program goals.

Each System bank is required to
adopt written policies that direct each
association board to have a program
for furnishing sound and construc-
tive credit and financially related
services to YBS borrowers. The Farm
Credit Act stipulates that associations
must coordinate with other Govern-
ment and private sources of credit in
implementing their YBS programs. In
addition, each institution is required
to report yearly on its operations and
achievements in its YBS program.
FCA’s oversight and examination
activities encourage System institu-
tions to assess their performance and
market penetration in the YBS area.
This self-assessment increases the
mission awareness of System institu-
tions and prompts them to earmark
resources to serve this important
market segment. Finally, FCA contin-
ues to review and consider various
policy options for supporting the
System’s YBS programs.

YBS LENDING RESULTS

In calendar year 2008, the overall
trends for YBS lending for each of
the three borrower categories contin-
ued to be positive, with loans made
during the year and year-end loans
outstanding showing solid gains
from 2007 levels.” Table 6A contains
information on loans outstanding

in each category at the end of 2008;
table 6B provides information on
loans made during the year.

In the section on YBS borrowing
trends (page 29), FCA provides infor-
mation on the progress in YBS lend-
ing activity since 2001. That was the
first year institutions were required
to report their results using the cur-
rent definitions for young, beginning,
and small farmers and ranchers.

Young—The System’s extension of
credit to young farmers, those aged
35 or younger, consisted of 153,380
loans totaling $19.5 billion at the
end of 2008. During 2008, 52,856
loans totaling $7.7 billion were made
to young borrowers. These loans
represented 16.7 percent of all loans
the System made for the year, which
totaled 316,000, and 11.1 percent of
the dollar volume of loans made,
which totaled $69.0 billion for the
associations. The average loan size
of loans made in 2008 was $144,892.
Loans made during the year, rather
than loans outstanding at year-end,
are a good measure of current ser-
vice to YBS borrowers. The number
of loans made to young farmers dur-

14. The System’s definition of a young farmer differs slightly from USDA’s definition. See the note below table 6B.
15. System data on service to YBS farmers and ranchers cover the calendar year and are reported at year-end. The statistics show loans made during the
year (both number of loans and dollar volume of loans), as well as loans outstanding at year-end (both number of loans and dollar volume of loans).

The volume measure includes loan commitments to borrowers, which typically exceed actual loan advances.
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Table 6A
YBS Loans Outstanding
As of December 31, 2008

Dollar
Number Percentage volume Percentage Average
of of total of loans of total loan
loans number®  in millions® volume? size®
Young farmers/ranchers 153,380 18.2 $19,529 11.4 $127,324
Beginning farmers/ranchers 216,674 25.8 $32,977 19.3 $152,194
Small farmers/ranchers, by loan size®
$50,000 or less 256,659 64.8 5,030 64.4 19,597
$50,001-$100,000 99,425 60.1 6,937 59.6 69,776
$100,001-5250,000 87,648 52.7 13,180 51.7 150,379
More than $250,000 31,546 27.9 17,542 13.9 556,061
Total loans to small farmers/ranchers® 475,278 56.5 $42,689 25.0 $89,819
|
Table 6B
YBS Loans Made During 2008
As of December 31
Dollars in Millions
Dollar
Number Percentage volume Percentage Average
of of total of loans of total loan
loans number® in millions® volume?® size®
Young farmers/ranchers 52,856 16.7 $7,658 11.1 $144,892
Beginning farmers/ranchers 66,559 21.1 $11,958 17.3 $179,664
Small farmers/ranchers, by loan size®
$50,000 or less 84,938 63.8 1,594 62.8 18,763
$50,001-$100,000 29,514 49,5 1,986 50.7 67,281
$100,001-5250,000 24,908 40.8 3,818 42.5 153,287
More than $250,000 11,429 18.4 6,831 12.7 597,728
Total loans to small farmers/ranchers® 150,789 47.7 $14,229 20.6 $94,363

Sources: Annual Young, Beginning, and Small Farmer Reports submitted by each System lender through the Farm Credit banks.

Note: A “young” farmer/ rancher is defined as 35 years old or younger when the loan is made; a “beginning” farmer /rancher has been operating
for not more than 10 years; and a “small” farmer/rancher generates less than $250,000 in annual sales of agricultural or aquatic products. Since
the totals are not mutually exclusive, one cannot add across young, beginning, and small categories to count total YBS lending.

a.  The first two percentages and the last percentage in these columns indicate the percentage of the total number of loans and the percentage of the

total volume of loans outstanding for loans made by the associations as of year-end 2008. Each of the four percentages in the other rows indicates
percentages for loans to small farmers in the respective loan size range.

b.  The volume figures for loans made and loans outstanding include both advances and commitments.

¢.  The small farmers and ranchers group is broken into categories according to the size of their loans, not according to the amount of their annual
sales.

d. Total loans represent all lending by associations.
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ing 2008 was 4.6 percent higher than
in 2007, and the volume of loans
made was 22.1 percent higher.

Beginning—Beginning farmers,
defined as those with 10 or fewer
years of farming experience, consti-
tuted 216,674 of the System’s loans,
totaling $33.0 billion at year-end
2008. During 2008, 66,559 loans
totaling $12.0 billion were made to
beginning borrowers. Loans made

to beginning farmers in 2008 repre-
sented 21.1 percent of all loans made
in 2008 and 17.3 percent of the dollar
volume of loans made. The average
loan size of loans made in 2008 was
$179,664. The number of loans made
during 2008 was 3.7 percent higher
than in 2007, and the volume of
loans made was 15.1 percent higher
than in the previous year.

Small —FCS institutions had 475,278
outstanding loans, totaling $42.7
billion, to small farmers (those

with gross annual sales of less than
$250,000) at the end of 2008. During
2008, 150,789 loans were made to
small borrowers for a total of $14.2
billion. Loans made in 2008 to small
farmers represented 47.7 percent of
all loans made in 2008 and 20.6 per-
cent of the volume of loans made in
2008. The average loan size of loans
made in 2008 was $94,363. Although
the number of loans made during
2008 was 2.8 percent lower than in
2007, the volume of loans made was
9.5 percent higher than in the previ-
ous year. Many producers moved
out of the small farm category in
2008 because of the sharp run-up
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in commodity prices, which pushed
farm marketings above the $250,000
threshold.

The YBS information is reported
separately for each of the three YBS
borrower categories because, depend-
ing on a borrower’s characteristics,

a loan may be counted two or even
three times. Therefore, the YBS cat-
egories should not be added together
because the final figure would be

a misleading measurement of the
System’s YBS lending involvement.
Loans outstanding to YBS farmers
include real estate loans and short-
and intermediate-term loans.

ASSESSMENT OF YBS RESULTS
FOR INDIVIDUAL ASSOCIATIONS

Individual associations vary signifi-
cantly in their YBS lending results.
Some institutions may have a high
number or dollar volume of loans in
one category and be low in another,
while activity levels for other institu-
tions may be just the opposite. How-
ever, every FCS institution reported
at least some activity in each cat-
egory in 2008. The lowest figure was
from an association reporting that
only 2.3 percent of the loans it made
in 2008 went to young farmers, while
the highest figure came from an asso-
ciation reporting that 82.9 percent of
its outstanding loans were to small
farmers. Beginning with 1999, specific
YBS data by institution, by district,
and for the System as a whole are
available on FCA’s Web site at
www.fca.gov.

The significant diversity in farm
types and sizes and farmer demo-
graphics across the United States
inevitably leads to wide differences
among institutions” YBS results. For
example, in 2007, the average value
of farm production in three States
was more than $250,000 per farm,
compared with 21 States with aver-
age production values of less than
$100,000 per farm. Census of Agricul-
ture data also show that the average
age of farmers varies by State, rang-
ing from 52.8 years in Pennsylvania
to 57.1 years in New Mexico. Such
differences make comparisons among
individual associations difficult and
explain why YBS regulations do not
specify fixed goals but require indi-
vidual institutions to establish YBS
targets appropriate for their lending
territories. Other factors—such as the
competitiveness of the local lend-
ing market, the availability of State
and USDA/Farm Service Agency
(FSA) guarantees, and local economic
conditions—play a role in individual
association results.

The structure of agriculture in an
association’s territory can affect its
YBS lending results. For example, the
2007 Census of Agriculture classi-
fied 90.5 percent of all U.S. farms as
small, using the same definition for
a small farm as that used for YBS
reporting. However, less than a third
of all small farms show interest paid
as a farm business expense, which
means that more than two-thirds of
all small farms have no farm debt
and likely would not be FCS bor-



rowers. An interesting fact is that,
according to the new census, more
than 40 percent of all farms had
annual sales of $2,500 or less in 2007.
Most of these farms would have little
or no need for agricultural credit.

As noted earlier, the System reported
that loans to small farmers rep-
resented 56.5 percent of the total
number of loans in association port-
folios at the end of 2008. Moreover,
47.7 percent of System loans made
in 2008 were to small farmers. Since
small farms are less likely to carry
debt than large farms, these statistics
reveal a strong commitment by the
System to serve the credit needs of
small producers.

YBS BORROWING TRENDS,
2001-2008

FCA now has eight years of System
YBS results under the definitions and
reporting requirements that became
mandatory in 2001. In addition, all
institutions have had examinations of
their YBS reporting. In some cases,
these examinations have resulted in
corrections of previously reported
YBS data. The information in figures
8A, 8B, and 8C shows fairly strong
upward trends in dollars of loans
outstanding and dollars of loans
made for each of the three categories
from 2001 to 2008. (Similar trends
exist for the number of loans in each
category.)

Although the volume of outstanding
YBS loans over the past eight years
points to a good upward trend, YBS
results as a percentage of total loans
outstanding present a different pic-
ture. Basically the percentages for all
three categories have either dipped a
few points or remained relatively flat
over the past several years. However,
given the downward trend in the
percentages of young and small farm
operators in agriculture, the System’s
YBS dollar results are noteworthy

in that institutions have managed to
expand loan volume in a shrinking
market segment. What’s more, the
downward trend in the percentage
of YBS loans in the System’s total
loan portfolio is a byproduct of the
System’s strong loan growth over
the past three years. The number

of loans made to small farmers in
2008 was also affected by the sharp
run-up in commodity prices, which
pushed many farmers out of the
small category even though they
may have done nothing to change
their operations. Finally, record farm
income levels in recent years have
enabled many farmers to use cash
instead of debt to finance their opera-
tions. Thus, the number of farms
reporting interest as an expense has
decreased.

Comparisons between the System’s
YBS lending results and the results
reported by other organizations are
difficult to make. For example, com-
parisons cannot be made between
FCS institutions and other lenders
because other Federal regulators do
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not require reporting on young and
beginning farmer loans. While large
banks are required to report on small
farm loans, small farm lending is
defined in terms of loan size (a loan
of less than $500,000 is considered a
small farm loan) rather than in terms
of the borrower’s annual sales. In
addition, because of differences in
data definitions and data collection
methods, annual YBS data are not
comparable with Census of Agricul-
ture data, which are collected only
once every five years.

YBS PROGRAMS

Because of its status as a Govern-
ment-sponsored enterprise, the FCS
is in a unique position <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>