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Topics

1. What’s the status of the carbon/water footprint research?

2. How much has the cost of grower inputs increased?

3. What are some key grower-level benchmarks?

4. How's the economy and when will the next recession start?

Carbon/water footprint research:
= FNRI & SCRI & HRI funding.
= Economic engineering approach.
= Representative growing/irrigation BMPs.
= 3-gal woodies on East and West Coast, Young plants,

Annuals (Begonias), Potted Flowering (Poinsettias),
Outdoor (Mums)
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Begonias

Heating

Pull orders & load truck

Growth regulators

\ Electricity

(overhead)

Pest management.

Fertilization 4

Water
management

Container & tray

Plugs and
transplanting

Total GWP = 0.140 kg CO,e

Pull orders & load tr

Growth regulators

Pest management\\

‘Water managemet

Fertilizatiol

CLEAN
WATER3

REDUCE-REMEDIATE-RECYCLE

\ Electricity (overhead) ~ Heating Unallocated labor

-

Container & tray

Plugs and transplant

Mums

Growth regulators Pull orders &

load truck

Natural gas (overhead)

Pest & weed Electricity (overhead)

Water

management Fertilization

Substrate
components

Gravel & fabric

Container

Cutting & transplanting

Total GWP = 0.555 kg CO.e

Growth

regulators \

Pest & weed
management

Fertilization

Water
management

Gravel & fabric

—

CLEAN
WATERS3

REDUCE-REMEDIATE-RECYCLE

Unallocated labor
Electricity (overhead)

Substrate
components

Pull orders &
load truck

Cutting &
transplanting

Container




10/24/19

Poinsettias

Natural gas (overhead)

Pull orders &
load truck

Growth regulators >

Pest management

Mist / Boon/

irrigation

Electricity (overhead)

Total GWP = 0.443 kg CO.e

CLEAN
WATER3

REDUCE-REMEDIATE-RECYCLE

Why does this matter?

1. A correlation exists between GWP & costs.

[
THEﬂ' Zl

SUSTAINABILITY
CONSORTIUM

2. Sustainable messages increase LTP and WTP.

Biodegradable & recyclable containers

Pollinator-friendly
Water and energy conserving
Carbon neutral or saving

Functional benefits (JEH 4-part series)
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The Power of Plants!

' .

PHI LA g

K
An innate love for the natural world; the instinctive bond between
all living systems; an attraction to all that is alive and vi

ellisonchair.tamu.edu -- Benefits of Plants

11
The value perspective
a2
MGG EiElS Objective value (OV)
Prices of substitutes \ i =2 ofallbenefits
Perceived value (PV)
= Y of perceived
Consumer’s incentive benefits
to purchase: (PV-P)>0
Product or service price (P)
Firm’s incentive to
sell: (P-COGS)>0
Cost of goods sold (COGS)
Costs of production
Direct costs
$
0
12
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Topics

1. What’s the status of the carbon/water footprint research?
2. How much has the cost of grower inputs increased?
3. What are some key grower-level benchmarks?

4. How'’s the economy and when will the next recession start?

13
I i ?
inputs increased?
Relative weighting of items included in the Index _ — -
of Prices Paid by Growers. g2 Tl At “-!Eg-":_ peer :
posenmormrlNN s i N 1T T 5 O
Cost category % of sales  expenses ! St .
Containers 4.50% 7.09% yo
Media (peat-based) 2.50% 3.94%
Propagation stock 15.00% 23.62%
Plant protection products 1.00% 1.57%
Fertilizers 1.00% 1.57%
Labor (wages) 22.00% 34.65%
Fuel/Energy 2.50% 3.94%
Maintenance 2.00% 3.15%
Freight and trucking 11.00% 17.32%
POP, tags, labels, etc. 2.00% 3.15%
Total 63.50%

Other expenses 36.50% -

100.0% 100.00%

14
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Index of Prices Paid by Growers, 2007-2018 (2007=100)

Cost category Weight 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Containers 7.09% 100 109.8 98.0 1079 117.2 1199 124.1 129.3 116.7 111.2 117.0 122.7
Media (peat-based) 3.94% 100 103.2 90.8 96.9 95.3 95.5 99.1 97.6 1109 1249 117.2 1208
Propagation stock 23.62% 100 102.8 106.7 108.4 1119 114.2 1159 117.8 1179 119.5 122.0 125.0
Plant protection products 1.57% 100 107.3 1149 1115 1121 118.2 121.6 122.8 119.4 120.7 113.0 114.2
Fertilizers 1.57% 100 181.7 127.7 117.1 152.4 154.6 147.4 1441 1329 109.5 106.2 104.0
Labor (wages) 34.65% 100 103.7 108.1 110.5 111.7 113.2 118.0 121.3 123.4 1283 131.4 1333
Fuel/Energy 3.94% 100 130.2 86.6 107.4 137.2 136.2 135.0 134.3 87.1 76.3 91.1 98.8
Maintenance 3.15% 100 102.9 1049 1069 111.2 1145 1155 117.6 117.7 1179 120.8 126.1
Freight and trucking 17.32% 100 101.4 97.1 98.2 103.2 105.8 107.7 114.0 1183 116.7 119.5 1286
POP, tags, labels, etc. 3.15% 100 109.8 98.0 107.9 117.2 119.9 124.1 129.3 116.7 111.2 117.0 122.7
Other expenses 43.50%

Weighted index (2007=100) 100 106.0 103.6 107.0 111.8 113.8 116.7 119.9 1185 119.5 122.5 126.8

15

Index of Prices Paid by Growers

2007 - 2018 (2007=100, the baseline)

Each production input can be toggled on/off simply by clicking on the name of each input in the legend.

The top line graph shows the cost increase (or decrease) of each production Input since 2007, while the bottom line graph shows the YOY welghted average growth of all production inputs. Bottom line, the costs of production-
related inputs has 21L.7% since pi levels. Labor alone has increased by 33.3% since 2007,

-+~ Containers Media (peat based) - Propagation Stock -~ Plant Protection Products == Fertilizers -8 Labor [wages) == Fuel/Energy <% Maintenance -+ Freight and Trucking == POP / Tags / Labels
200

150

2007 2008 2009 2010 2011 mz 2013 2014 2015 2016 2017 2018

Weighted index @ Growth Over Previous Year
150
121

120 12
- -~ ur 119 120
200 ] 22 i ot 4.5%
2 growth: 3.2% ® growth 1.5%.
grewth: 25% -y X growth 2.5%
.E growth: 18%
growth: 0.8%
* growth: 0.0%
50 ® growthc -11%
growth: -2.2%
o
2007 2008 2009 2010 2011 Wz 2013 2014 2005 2016 207 2018
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Cass Truckload Linehaul Index®
A measure of changes in per-mie inxiicad inehaul rates.
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T H ff ff t Impact on consumers
a rl e ec S While importing firms will absorb some of the
tariff costs through lower profit margins, US
consumers will bear the cost.
B o . (average log price of imported goods in the US, June 2018 = 1)
USD bn
225
200 = $34bn lanffs
175 = §16bn tariffs
150 = $200bn tariffs fully
125 ® $200bn tariffs partial
100 $300bn list, not under tariffs yet
75
50
: £
o r - . ———3
Capital goods C goods i A i Food
supplies vehicles
— - Imports from cthers (other goods) w— - imports rom Ching (other goods)
- - = Imports from cthers ($34bn, $160n, $200bn lists) —— Imports from China ($34bn list)
$1 06 bl"lon l year == Imports from China ($160n list) =====. Imports from China ($200bn kist)
( $ 8 3 1 pe r H H ) Source: Cavallo, Gopinath, Neiman and Tang (2019), “Taniff Passthrough at the Border and at
the Store: Evidence from US Trade Policy,” mimeo.
18
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Topics

1. What’s the status of the carbon/water footprint research?
2. How much has the cost of grower inputs increased?
3. What are some key grower-level benchmarks?

4. How'’s the economy and when will the next recession start?

19

SCOPE OF THE INDUSTRY

The business of horticulture is significant and has a big impact. Our businesses include
growers, retailers, breeders, suppliers, landscape designers and installers. Most are small and
family-owned. Many are into their third or even fifth generation of family ownership. They
are found in every state. Greenhouse and nursery crops comprise one-third of the total value
of all specialty crops, and 10 percent of the value of all crop production in America, More
than just a "pretty face,” horticulture’s products and services add to property values, clean
and filter air and water, make our cities cooler and more livable, and increase health and
well-being.

% HORTICULTURE:

A Growing Industry

30%
Growth

in employment in the
landscape services sector of
horticulture (period of 2010 to
2018)

4

19.2%
Increase

in jobs since 2010

Horticultural
Research Institute

The ¥ AmericanHort Foundation

20

10



10/24/19

YOUR

KET
ETRICS

KEY PERFORMANCE INDICATORS
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Aggregate Net Profit Dollars
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Aggregate EBITDA Dollars Aggregate Operating Profit Dollars
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Topics

1. What'’s the status of the carbon/water footprint research?

2. How much has the cost of grower inputs increased?

3. What are some key grower-level benchmarks?

4. How’s the economy and when will the next recession start?

24
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124 MONTHS

U.S. Economic Growth (GDP)
(Obama era shaded)
2008

2007

2012
2013
2014
2015
2016
2017
2018

2019*

o

2.9%

29

Stock Market Performance
Dow Jones Industrial Average, (Shaded area at start and end of Obama term).

25,886
20k 18,333
L]
10,847,
10k * 7.
L]
0
2006 Obama enters Election Day 2019
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Real Retail Sales Since the End of the Last Recession
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Recessions  —@— Monthly Data Points

— Linear Regression
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Effect of TCJA?
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Average monthly job gains
{Obama years are shaded)

o

2006

2007

296k 2008

2012

What's the job market situation?

175,000

U6 rate 7.2%

U.S. Unemployment Rate

(Obama era shaded)

aos —

o
2016 _ 193k 2006 Dec 16//ar201s
207 179k
_— - 7.3M non-farm vacancies vs.
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roe: BLS sathiee The Washington Poss
) ADVISOR dshort.com
PERSPECTIVES JOLTS Report for Total Nonfarm Employment: August 2019
Job Openings and Labor Turnover Data through June
Recessions lob Openings Hires Quits Layoffs & Discharges Thousands
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Mean (Average) Household Income
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We don't actually believe that interest rates are determined by the height of the Fed chair, but it has been an interesting coincidence
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BPERSPEC TIVES Housing Market Index (HMI) September2019

Recessions Highlighted in Gray

The National Association of Home Builders (NAHB) Housing Market Current level is 68
Index (HMI) rates the relative level of current and future single-
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Median sale price of U.S. homes
Sales price of existing homes in June of each year. (Obama era shaded)

nal Association of Realtors Heather Long,/ The Washington Posé

0 S50k $100k $150k S200k  $250k
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o Home prices
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BARIER, Real S&P/Case-Shiller U.S. National Home Price Index "ST;’.',‘;;’;E
Recessions  ‘—Real Saasonially Adjistad Index; ~=<=55 Currently =137.84 Rectfiay
175 T — :
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37
When will the next
recession start?
38
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FRED 244 — St. Louis Fed Financial Stress Index
&

Index
o

WS W

1994 1996 1998 2000 2002 2004 2006

Shaded areas indicate U.S. recessions

Source: Federal Reserve Bank of St. Louis
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miyf.red/g/okfW

Financial
sector risk is
negligible.
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Chicago Fed National Activity Index

dshort.com
September 2019
Data through August

Recessions ——MAS3 ® Recession Starts ----- Current Level
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Red dots show CFNAI-MA3 "Whenthe CFNAI- 1l below-0.70 inga period of
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2 ‘ following a period of i thereis an increasing I
- ﬁ likelihood thata recession has ended." (from the Chicago Fed Release)
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+3 pet. points
2
1
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1 I 1
1960

- Shaded
areas
denote
recessions.

Recession
risks are
elevated
above this
line.
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Note: Both unemployment rate and 12-month low are based on three-month rolling averages, Data.

The unemployment rate is still in the safe zone.

Gap between the unemployment rate and its low point over the previous 12 months

Unemployment Insurance Weekly Claims Report
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The yield curve is inverted, but...

17-34 months
from Dec 2017
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What could derail this outlook?

4 Monetary policy gone awry. \
Trade war effects.
OPEC reneging on output deal.
Bubble bursting.

\_ Recession in China/Europe. /
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