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Part I: Multiple Choice. 3 points each.

i Risk and uncertainty is a part of production agriculture and needs to be effectively
managed. Strategies to deal with risk and uncertainty would include:

a. buy land so you can lock in your land payments.

b. market your grain in the cash market to be priced the day of sale which will
reduce the risk of low grain prices.

c. use of the same production technology that you have used in the past and avoiding
adjusting.

@ getting access to improved information.
o all of the above
2 A cash flow budget can be used to:

a.
b.
c.
d.

£
a.

b.
c:

d.

£,

estimate when and how much money will need to be borrowed during the year.
estimate when and how much debt can be repaid during the year.

estimate when excess cash may be available so plans can be made to invest it.
plan your credit needs.

all of the above.

When preparing a cash flow budget for 2004 you would:

use it to project your expected Net Farm Income from Operations.

include depreciation so you know how much cash is needed to replace assets.
include expense for fertilizer applied during the Fall 2004 that you paid in
2005. You need to account for it in the year it was applied.

consider family living expenses that are paid next year but are used this year.
none of the above.



4.

Information is provided which shows returns from finishing feeder pigs in Iowa-Southern
Minnesota. Given this information, what percent of the time would you expect no profit
_j,%ﬁnishing out feeder pigs?

,:'/ a. / 64.1%

: 35.8%

76.6%

can’t calculate with the information provided

none of the above
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The probability that the outcome of an uncertain event will be equal to or greater than a
selected value 1s given by: :

the coefficient of variation

the standard deviation

the expected value

the one-half the expected value

none of the above
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The following six questions are based on the information provided which shows Percent Returns
on Investment by lowa Farm Type for 1970-2002.

6.

Which enterprise would you choose if you want to minimize losses or select that
enterprise that would do the best in the worst situation? (Base your answer utilizing the
approach where 68% of the observations would fall or one standard deviation.)

a. hogs
b. beef feeding
c. dairy
d. grain
e beef raising

Given this Towa farm return information, where would you expect the percent return on
investment for beef raising production to fall 68 percent of the time?
a. 15.0 and -1.7%
b. 6.8 and 2.8%
c. 11.8 and -1.7 %
d. between 3.7 and 10.9%
€ none of the above
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{# hogs

beef feeding
daily
grain

_Which enterprise provides the highest expected or average return on investment?
a.
c
d.
e beef raising






