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2019 INDIANA FARMLAND VALUES AND

CASH RENTS SLIDE LOWER

CRAIG DOBBINS, PROFESSOR OF AGRICULTURAL ECONOMICS

What an adventure 2019 has been. After many un-
expected events during the first half of the year, I’'m
hoping for something more normal during the sec-
ond half of 2019. Who would have thought corn and
soybean planting would extend into late June?

News reports about the farmland market during the
first half of the year called attention to the ability of
top quality farmland to retain its value, while lower
quality land seemed to be weakening But across all
farmland qualities the limited supply of farmland
for sale was pointed to as the primary reason for
relative stability in farmland values. What is the sit-
uation and outlook in Indiana now?

Statewide the 2019 Purdue Farmland Value Survey
indicates farmland values moved lower. June year-
to-year farmland value comparisons indicate top
quality farmland declined 5.3%, average quality

farmland declined 0.9%, and the poor quality farm-
land decline was so small it resulted in a 0.0%
change (Table 1).

The change in top quality farmland for June 2018 to
December 2018 accounted for the largest part of the
farmland value change. Average and poor quality
farmland values in this period had small increases, a
1.0% increase for average quality farmland and a
3.3% increase for poor quality farmland. During the
December 2018 to June 2019 period, top quality
farmland continued to decline. Declines in value for
average and poor quality land were large enough to
offset the gains in the first six months. Average
quality farmland declined 1.8% and poor quality
farmland declined 3.2%. For the June 2018 to June
2019 period, top quality farmland declined $456 per
acre, average quality farmland declined $61 per acre
and poor quality farmland declined by $2 per acre.
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There was a decrease in the value of transitional
farmland from June 2018 to December 2018 but an
increase from December 2018 to June 2019, leaving
the year-to-year average value at $13,245. For the
year, this was an increase of 0.6%. The average val-
ue of farmland moving into recreational uses in-
creased $132 per acre, an increase 3.7%.

As is always the case, there are locational differ-
ences in farmland values. To explore locational dif-
ferences, the state is divided into six regions (Figure

).

For the June-to-June period, farmland value changes
ranged from a decline of 15.6% to an increase of
9.3%. In the North, Northeast, and Southeast region,
all land qualities declined. In the Southeast, average
quality farmland had the largest decline followed by
poor quality and top quality farmland.

In the West Central and Southwest regions, only top
quality farmland declined in value. Average and
poor quality farmland values for the year increased.
In the Central region, top quality farmland and aver-
age quality farmland declined and poor quality farm-
land remained nearly the same with a decline of only
$3.00 per acre.

In most cases, the largest changes in the region oc-
curred in the first half of the year. In the West Cen-
tral, Central, and Southwest regions, average and
poor quality farmland had positive increases in farm-
land values the first half of the year but a decline in
the last half of the year.

Historically the largest farmland values have been in
the West Central region. For June 2019, this contin-
ued to be true. Top quality land was $9,178 per acre.
Average and poor quality farmland was $7,851 and
$6,318, respectively. The next highest region was
the Central region. The least expensive farmland
continues to be in the Southeast region with top, av-
erage, and poor quality land having values of
$5,900, $4,600, and $3,268 per acre, respectively.
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Figure 1. County clusters used in Purdue Land Value Survey
to create geographic regions

Per acre farmland values adjusted for productivity
provides an estimate of farmland cost per unit of
productivity. The unit of productivity used was an
estimate of long-term corn yield. Each survey re-
spondent provided a long-term yield estimate for
each quality of farmland. The average of these yield
estimates are the corn yields reported in Table 1.

Dividing per acre values by long run yields provides
the value or cost of farmland per bushel. Based on
this measure of cost, the highest priced farmland
continues to be in the West Central and Central re-
gions. The per bushel farmland cost for these two
regions varied from $39.18 to $42.28 per bushel, a
difference of $3.10 per bushel. After the West Cen-
tral and Central regions, the next most expensive re-
gions were the North, Northeast, and Southwest. For
these regions, the cost of farmland per bushel ranged
from $30.61 to $40.82. In the Southeast, the per
bushel cost across farmland quality ranged from
$25.94 to $30.57.
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Comparing each region across farmland quality, the
smallest difference between the high and low cost
per bushel was $1.71 in the West Central region.
The Central had a difference of $3.10, the Northeast
a difference of $3.34, the North a difference of
$4.62, the Southeast had a difference of $4.63, and
the Southwest a difference of $6.51.

To gain insight into changes the future may hold,
survey respondents projected the expected Decem-
ber 2019 value of farmland. For the whole state, re-
spondents expect farmland values to decline. De-
clines of 2.9%, 2.4%, and 2.0% were forecast for
top, average, and poor quality land, respectively.

In the North, Northeast, and Central declines in val-
ue are expected across all land qualities. Respond-
ents expect these changes to range from a decline of
1.1% to 7.7%. The West Central, Southwest, and
Southeast regions have a mixture of increases and
decreases. The expected change in value in these
regions is small ranging from an increase of 0.8% to
a decline of 2.3%.

The transition of Indiana farmland to nonagricultural
commercial uses and residential developments has
been an important market influence for several
years. While the opportunity to sell farmland for
nonfarm uses is location specific, this influence
spreads though the market as the money obtained
from such a sale is often invested in other agricultur-
al farmland to avoid the payment of capital gain tax-
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es. As noted earlier the value of farmland moving
out of production agriculture (transition land) had a
modest increase for the year.

The survey also collects information about the value
of farmland moving into rural residences and subdi-
visions. Respondents estimated the value of rural
home sites located on a blacktop or well-maintained
gravel road with no accessible gas line or city utili-
ties.

These markets are characterized by a very wide
range of values. In markets of this type, the median
value (the value dividing a series of ordered numbers
in half) can give additional information about the
central tendency of the farmland values distribution.
The statewide median for home sites and subdivi-
sions were both $10,000 per acre in June 2019.

Like transitional farmland and recreational farmland,
these properties have a very wide range in value. Be-
cause of the wide range, median values are reported
(Table 2). The median value for five-acre home sites
ranged from $9,000 per acre in the Southwest region
to $10,000 per acre in all other regions. The value of
$10,000 per acre was commonly reported as the me-
dian for subdivision tracts (10 acres or more). The
Northeast, West Central, Central, and Southeast re-
gion all had a median of $10,000 per acre. In the
North region, the median value was $8,250 per acre.
In the Southwest region, the median value was
$15,000 per acre for 10-acre parcels.

Table 2. June median value of unimproved five-acre or less home sites and ten-acre or more subdivisions

5 Acres or less for home site

Median value, $ per acre

10 Acres & over for subdivision

2016 2017 2018 2019 2016 2017 2018 2019
Area $/A $/A $/A $/A $/A $/A $/A $/A
North 9,500 9,750 10,000 10,000 8,500 10,000 10,000 8,250
Northeast 9,000 9,750 10,000  |0,000 10,000 10,000 10,000 0,000
West Central 8,000 9,125 10,000  |0,000 9,750 8,000 10,000 0,000
Central 10,000 10,000 10,000 0,000 10,000 10,000 11,000 0,000
Southwest 10,000 10,000 10,000 9,000 10,000 9,000 10,000 5000
Southeast 7,750 10,000 9,000 10,000 7,000 8,000 7,250 10,000
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Table I. Average estimated Indiana land value per acre (tillable, bare land), per bushel of corn yield, and percentage change by geographical area and land class, selected
time periods, Purdue Land Value Survey, June 2019
Land Value Projected
Dollars Per Acre Land Value/Bu Land Value
|une Dec |une % Change Amount Amount % Change Dec. % Change
Land Corn 2018 20186 2019 &/18-6/19  &/18-12/18  12/18-6/19 20018 2019 6/17-6/18 2019 &/19-12/19
Area Class busA $IA $IA $IA % % % % $ % % %
Top 201 8492 8,143 8,082 -4.8% -4.1% -0.7% 39.07 40.21 2.9% 7,927 -1.9%
Morth Average 170 7,064 6,998 6,939 -3.0% -2.3% -0.8% 38.87 40.82 5.0% 6,658 -4.0%
Poor 140 5,180 5,197 5068 -2.2% 0.3% -2.5% 3431 36.20 5.5% 4,900 -3.3%
Top 195 8,176 7,539 7611 -6.9% -7.8% 1.0% 42.67 39.03 -8.5% 7,458 -2.0%
Mortheast Average 169 6,818 6,658 6,678 -2.1% -2.3% 0.3% 41.78 39.51 -5.4% 6,436 -3.6%
Poor 144 5557 5250 5208 -6.3% -5.5% -0.8% 41.51 36.17 -12.9% 5,150 -1.1%
Top 218 9452 9375 9,178 -2.9% -0.8% -2.1% 44.64 42.10 -5.7% 2,105 -0.8%
W. Central Average 186 7,815 8,048 7,851 0.5% 3.0% -2.4% 42,95 42.21 -1.7% 7816 -0.4%
Poor 156 6,245 6,507 6,318 1.2% 4.2% -2.9% 40.32 40.50 0.4% 6,346 0.4%
Top 204 8982 8747 8588 -4.4% -2.6% -1.8% 44,03 42.10 -4.4% 7,931 -1.7%
Central Average 181 7.684 7,800 7652 -0.4% 1.5% -1.9% 43.91 42.38 -3.7% 7419 -3.0%
Poor 158 6,194 6,397 6,191 0.0% 3.3% -3.2% 42.42 39.18 -7.6% 5,959 -3.7%
Top 220 8874 8317 8,67 -8.0% -6.3% -1.8% 43.19 37.12 -14.1% 8,067 -1.2%
Southwest Average 179 6,084 6,917 06,617 8.8% 13.7% -4.3% 38.01 36.97 -2.7% 6,667 0.8%
Poor 144 4032 4792 4408 9.3% 18.8% -8.0% 31.60 30.61 -3.1% 4,308 -2.3%
Top 193 6,825 5%64  5%00 -13.6% -12.6% -1.1% 3282 30.57 -6.9% 5,907 0.1%
Southeast Average 162 5450 4743 4,600 -15.6% -13.0% -3.0% 31.65 28.40 -10.3% 4614 0.3%
Poor 126 3,831 3482 3,268 -14.7% -92.1% -6.1% 28.63 25.94 -9.4% 3,200 -2 1%
Top 204 8668 8344 8212 -5.3% -3.7% -1.6% 42,65 40.25 -5.6% 7,974 -2.9%
Indiana Average 175 7,072 7,140 7011 -0.9% 1.0% -1.8% 40,99 40.06 -2.3% 6,840 -2.4%
Poor 147 5407 5584 5405 0.0% 3.3% -3.2% 37.99 3677 -3.2% 5,296 -2.0%
Transition®  »20C 13,171 13,073 13,245 0.6% -0.7% 1.3% 13,221 -0.2%
Recreation® 00¢ 3,541 3,643 3,673 3.7% 29% 0.8% 3,649 -0.7%
' The land values contained in this summary represent averages over several different locations and soil types. Determining the value for a specific
property requires more information than is contained in this report and should include an evaluation by a professional appraiser.
2 Transition land is land moving out of production agriculture into other, typically higher value, uses,
*Recreation land is land located in rural areas used for hunting and other recreational uses.
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Farmland Market Forces

Respondents evaluated the importance of ten market
forces having the potential to influence the farmland
market. These forces included: 1) current net farm
income, 2) expected growth in returns to land, 3)
crop price level and outlook, 4) livestock price level
and outlook, 5) current and expected interest rates,
6) returns on alternative investments, 7) outlook for
U.S. agricultural export sales, 8) U.S. inflation rate,
9) cash liquidity of buyers, and 10) current U.S. agri-
cultural policy.

Respondents used a scale from -5 to +5 to indicate
the effect of each item on farmland values. A nega-
tive influence is given a value from -1 to -5, with a -
5 being the strongest negative influence. A positive
influence is given a value between 1 and 5, with 5
representing the strongest. Zero indicates the item
was not an influence in the market. An average for
each item was calculated. The averages from 2017,
2018, and 2019 are included in Figure 2. The hori-
zontal axis shows the item from the list above

For 2019 there were three positive influences found,
compared to just one in 2018. The most notable
change in 2019 compared to 2018 is the influence of
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interest rates. In 2018, rates were increasing and re-
spondents indicated the long-term interest rate was a
significant negative influence. Since that time, there
have been declines in long term interest rates and the
Federal Reserve shifted from indicating future in-
creases in interest rates were likely to discussing the
potential of a recession and implying they might con-
sider an interest rate reduction.

Given the continued low grain prices and net farm
income over the period of 2017, 2018, and 2019, it is
not surprising respondents placed a negative influ-
ence on net farm income, expected growth in returns,
crop prices, and livestock prices. Respondents have
become less negative about each of these items but all
continue to be negative.

The growing concern about getting the crop planted
provided pricing opportunities at the end of June that
did not exist at the beginning of June. This may have
resulted in late respondents being more optimistic
about commodity prices and margins than early re-
spondents. However, for higher prices to be helpful,
there needs to be production. As always in July there
is uncertainty about yields, but this year there is also
uncertainty about how many acres got planted.
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Figure 2. Influence of ten drivers on 2019 Indiana farmland values
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The one item that had an increased negative influ-
ence was the outlook for agricultural exports. The
quick resolution of trade issues with China and oth-
ers has not occurred and this government policy
change is resulting in an increasing negative influ-
ence.

Survey respondents indicated farmers purchased
70% of the farmland sold in 2018. This makes farm-
ers the largest segment of buyers by a significant
margin. The next largest group was the long-term
nonfarm investors at 18% with developers at 6% and
pension funds at 5%. Other buyers were less than
one percent. Given the amount of press coverage
focused on the importance of maintaining working
capital, monitoring liquidity, and farmers keeping
their lender informed of their financial position, it is
a bit surprising that concern about the liquidity of
buyers declined (9. Liquidity).

While low crop prices, slow reductions in cost, and
tight margins has resulted in increased financial
stress, the issue of buyer liquidity is about whether
there are enough capable buyers in the market. Thus,
the supply of farmland brought to the market is im-
portant. Fifty-nine percent of the respondents indi-
cated there was less land on the market than in 2018.
(Figure 3). Forty-one percent of the respondents in-
dicated the amount was the same. For the first time
in over 20 years, none of the respondents indicated
an increase. For all years from 2014, there was only
one year in which less than 50% of the respondents
indicated less land on the market than the year be-
fore. That was 2018 when 45% of the respondents
indicated less land was on the market.

This is the third year U.S. agricultural policy has
been viewed as having a negative influence on the
farmland market (10. Ag Policy). Agricultural policy
is viewed a little less negatively than in 2018, but
seeing agricultural policy as a negative influence on
farmland values is a sharp departure from the view
held over the prior 70 years.

Purdue Agricultural Economics Report
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Figure 3. Percent of respondents indicating there is less, the same or
more farmland on the markets in June 2019 than in June 2018

Five-Year Forecasts

Respondents were asked to forecast the five-year av-
erage corn price, soybean price, mortgage interest
rate, inflation rate, and finally the change in farmland
value. The price and rate estimates for the past five
years are presented in Table 3.

Respondents estimated the 5-year per bushel average
price of corn to be $4.15. This was an $0.18 increase
for the 5-year average corn price, making it the high-
est price in the last five years. The five-year average

Table 3. Projected five-year average corn and
soybean prices, mortgage interest, and inflation
Prices, $ per bu. Rate, % per year
Year Corn Soybeans Interest Inflation
2015 4.01 8.74 5.0% 2.4%
2016 4.05 10.03 4.9% 2.4%
2017 3.79 9.34 5.1% 2.2%
2018 3.97 9.99 5.5% 2.5%
2019 4.15 9.01 5.5% 2.4%
Average $3.99 $9.42 5.2% 2.4%
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soybean price was estimated to be $9.01, a decline
of $0.98 per bushel. Only 2015 had a lower 5-year
average price.

Stability is the word that applies to the 5-year esti-
mates of interest and inflation rates. With a 2019 av-
erage mortgage interest rate of 5.5%, the 5-year av-

erage interest rate was the same as reported for 2018.

Over the years 2015 to 2019 the average 5-year in-
flation rate has varied only 0.3 percentage points.

Where do respondents expect farmland values to be
in five years given these estimates? As expected,
there is less consensus about where farmland values
will be in five years than when asking for 2019 year-
end estimates. When comparing the three choices of
higher farmland prices, farmland prices similar to
current values, or lower farmland prices, higher
farmland prices was the largest group, 58% of the
respondents. This is 6% more than in 2018. The next
largest group, at 29%, was respondents expecting
farmland values in five years to be the same as to-
day. That leaves 13% of the respondents expecting
farmland values to be lower.

If you anticipate farmland values will be higher in
five years than today, over half of the respondents
agree with you. In addition, history also strongly
supports this view of future farmland values (Figure
4). However, when respondents were asked how
much higher farmland land values would be in five
years, the group average was 10.4%. By historical
standards, a 10.4% increase in farmland values over
five years is a very modest increase.

190% 1
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40% 3
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Figure 4. Percentage change in farmland value over the five year ago
price for average quality Indiana farmland
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If you think that farmland values will be the same or
lower there are 42% of the respondents that agree
with you. The difference with this expectation is his-
tory provides little support. This does not mean it
cannot happen, just that it is not a frequent event.
Plenty of people remember the 1980s and a few may
even have memories of the Great Depression. Some-
times the best strategy is to expect the unexpected.

2020 Farmland Values Outlook

What might lie ahead for the farmland market? Crop
production margins continue to be under pressure.
There may be some relief from this margin pressure
because of a supply disruption. The unfortunate part
of this solution is that if your business is one helping
to make the supply smaller it can change a bad situa-
tion into a crisis. We have a new farm bill but it con-
tinues most of the polices of the previous farm bill.
The price or income support program in the farm bill
does not provide much relief during periods of chron-
ically low prices. If financial stress progresses to the
point producers decide selling farmland can no long-
er be avoided, then the increased supply of farmland
on the market could be enough to saturate the de-
mand and accelerate the decline in farmland prices?

There remain more negatives than positives in the
farmland market. A smaller supply of corn and soy-
beans will help increase grain prices, but large inven-
tories and weak demand could limit those increases.
And will somewhat higher prices offset smaller pro-
duction enough to improve crop margins overall? It
appears we are in a situation much like 2018 with
more market negatives than positives. As a result, the
outcome for 2020 is likely to be similar with farm-
land values being the same or lower. Time will tell.

Cash Rent Results

Last year was the first time since 2015 for the survey
to report statewide increases in cash rent across all
classes of farmland quality. This year we are back to
reporting declines in cash rent across all class of
farmland quality. The largest decline was 4.6% for
top quality farmland (Table 4). This was followed by
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1.4% decline in average quality farmland and a 1.2%
decline in poor quality farmland.

Statewide top quality farmland had a cash rent of
$249 per acre, a reduction of $12 per acre. Average
quality land had a cash rent of $207 per acre, a de-

Purdue Agricultural Economics Report

cline of $3 per acre. Poor quality land had a cash rent
of $166 per acre, a decline of $2 per acre.

Comparing regional cash rent changes, a decline oc-

curred for all land classes in the Northeast, West

Central, Central, and Southwest. The Southwest re-

Table 4. Average estimated Indiana cash rent per acre, (tillable, bare land) 2018 and 2019, Purdue Land Value

Survey, June 2019

Rent as % of

Rent/bu. of June Land Val-
Rent/Acre Change Corn ue
Land Corn 2018 2019 '18-'19 2018 2019 2018 2019

Area Class bu/A  $/A  $/IA % $/bu. $/bu. % %

Top 201 263 263 0.0% 1.26 .31 3.1 33

North Average 170 210 214 1.9% 1.21 1.26 29 3.1
Poor 140 167 170 1.8% 1.20 1.21 3.2 34

Top 195 233 226 -3.0% 1.21 I.16 28 3.0

Northeast Average 169 192 189 -1.6% I.16 1.12 2.8 2.8
Poor 144 153 152 -0.7% 1.08 1.06 28 2.9

Top 218 297 284 -4.4% .40 1.30 3.1 3.1

W. Central Average 186 245 241 -1.6% 1.32 1.30 3.1 3.1
Poor 156 199 195 -2.0% 1.29 1.25 32 3.1

Top 204 273 251 -8.1% 1.34 1.23 3.0 2.9

Central Average 181 228 219 -3.9% 1.30 1.21 3.0 29
Poor 158 188 180 -4.3% 1.29 .14 3.0 29

Top 220 263 233 -11.4% 1.24 1.06 3.0 2.9

Southwest Average 179 196 181 -71.7% .14 1.01 32 2.7
Poor 144 143 134 -6.3% [.10 0.93 35 3.0

Top 193 186 189 1.6% 0.97 0.98 27 32

Southeast Average 162 139 151 8.6% 0.91 0.93 26 33
Poor 126 102 16 13.7% 0.89 0.92 27 35

Top 204 261 249 -4.6% 1.28 1.22 3.0 3.0

Indiana Average 175 210 207 -1.4% 1.21 1.18 3.0 3.0
Poor 147 168 166 -1.2% .19 [.13 3.1 3.1

The cash rent reported in this summary represents averages over several different locations

and soil types. Determining an appropriate cash rent for a specific property requires more information
than is contained in this report. You may also want to obtain advice from a professional that

manages agricultural properties.
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ported the largest declines of these four regions. The
Southeast reported increases across all quality
measures of farmland and the North had no change
in top quality land and small increases in average
and poor quality farmland.

As with farmland values, the West Central region
consistently has the highest cash rents across all
farmland qualities. In 2019, top quality farmland av-
eraged $284 per acre, average quality farmland aver-
aged $241 per acre, and poor quality land averaged
$195 per acre.

With the exception to top quality farmland, the re-
gion with the second highest cash rent was the Cen-
tral region with top average and poor values of $251,
$219, and $180, respectively. In the North region,
cash rent for top, average, and poor quality farmland
were $263, $214, and $170, respectively. The cash
rent levels for the Northeast and Southwest were
next. The Cash rent in the Southeast were the lowest
with $189 per acre for top quality farmland, $151 for
average quality farmland, and $116 for poor quality
farmland.

Statewide cash rent per bushel declined, in 2019
cash rent per bushel ranged from $1.22 per bu. for
top quality farmland to $1.13 per bu. for poor quality
farmland. The decline in cash rent per bushel across
all farmland qualities was also true for the Northeast,
West Central, Central, and Southwest regions. The

10%
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North and Southeast regions reported increases in
cash rent per bushel for all farmland qualities.

The difference in cash rent per bushel across land
quality were small. For the state, the difference
across farmland quality is $0.09 per bushel.

The largest regional difference in cash rent per bush-
el across land quality was $0.13 in the Southwest.
The smallest was $0.05 and $0.06 in the West Cen-
tral and Southeast region, respectively. The North
and Northeast regions reported a difference of $0.10
per bushel.

On a statewide basis, rent as a percent of land value
remains around 3% (Table 4 and Figure 5). This is
the sixth year the relationship between gross cash
rent and farmland value has been approximately 3%.
From 1985 through 2014, this value steadily de-
clined (Figure 5). This decline is likely associated
with the decline of long term interest rates during
this same period.

Rent as a percentage of farmland value has paused.
What does the future hold? The Federal Reserve
Bank Board of Governors seem to have shifted from
inflationary concerns to recessionary concerns. If
recessionary concerns continue to grow, there could
be an effort to lower interest rates. Such a move
would help to support farmland values. Since the na-
tional economy is in a “wait and see” mode, long

Rent/Value Percent
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Figure 5. Gross cash rent for average quality farmland divided by the value of average quality

farmland, 1975 - 2019
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term interest rates and the relationship of cash rents
to farmland values are expected to remain stable for
now.

2020 Cash Rent Outlook

Information was presented previously about ex-
pected corn and soybean prices, mortgage interest
rates, the rate of inflation, and their influence on
farmland values. These items also influence cash
rent. Respondents were asked if they expected 2020
cash rents to be higher, the same, or lower. If they
expected an increase or decrease, they were asked to
indicate the percentage change. Just under half, 47%,
of the respondents expect cash rents to be the same
in 2020. Those anticipating an increase in 2020 cash
rent accounted for 19% of the respondents. The av-
erage increase for this group was 8.4%. Those antici-
pating a decline in 2020 cash rent accounted for 34%
of the respondents. The average decline for this
group was 8.6%. Combining all three groups pro-
vides an overall average decline in the 2020 cash
rent of 1.3%

The 2019 survey reported a decrease in cash rent in
many regions of the state and the state as a whole.
Combining the continued tight margins putting pres-
sure on producers to lower per unit production cost
and the added uncertainty associated with the late
planting this spring, creates an increased level of un-
certainty about net earnings from crop production in
2019.

University of Illinois agricultural economists are ad-
vising crop farmers that 2019 net income is likely to
be significantly less than 2018 even though corn and
soybean prices may be higher.* In this environment,
it seems likely the changes in cash rent for 2020 are

likely to be similar to the changes in 2019. Stable or
slight declines seem likely. Again, time will tell.

Purdue Farmland Value and Cash Rent Survey
The Purdue Farmland Value and Cash Rent survey

is conducted each June. The survey is possible
through the cooperation of numerous professionals
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knowledgeable of Indiana s farmland market. These
professionals include farm managers, rural apprais-
ers, land brokers, agricultural loan officers, farmers,
and Farm Service Agency (FSA) county office direc-
tors. These professionals were selected because their
daily work requires they stay well informed about
farmland values and cash rents.

These professionals provide an estimate of the mar-
ket value for bare poor, average, and top quality
farmland in December 2018, June 2019, and a fore-
cast value for December 2019. To assess the produc-
tivity of the farmland, respondents provide an esti-
mate of long-term corn yield for top, average, and
poor productivity farmland. Respondents also pro-
vide a market value estimate for land transitioning
out of agriculture and recreational land.

The data reported here provide general guidelines
regarding farmland values and cash rent. To obtain a
more precise value for an individual tract, contact a
professional appraiser or farm manager that has a
good understanding of the local situation.

Prior reports are located at:

https://ag.purdue.edu/agecon/Pages/Purdue-
Agricultural-Economics-Report-Archive.aspx

* Schinitkey, G and K. Swanson. “Release of 2020
Crop Budgets, Revised 2019 Budgets, and Up-dated
Revenues and Costs.”, farmdoc daily (9)130, Depart-
ment of Agricultural and Consumer Economics, Uni-

versity of lllinois at Urbana-Champaign, July 16,
2019.
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INDIANA FARMLAND VALUES AND CASH RENT TRENDS

AND MARKET COMMENTS
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Selected comments from 2019 respondents:

Seems like there is still a lot of outside money wanting to buy
farm ground.

Markets remain subdued with fewer farms on the market and
farm customers with strong balance sheets looking for opportuni-
ty. Fewer non-operator buyers in the market as appreciation
expectations are not positive with current markets and trade is-
sues.

2018 was steady but in 2019 a significant drop with poor weather
and tight income margins.

The farmland market has been surprisingly stable. Amish and
nonfarm investors have supported prices in NE IN. Still lots of
people willing to pay very good prices for the right farmland.
Strong farmland prices are encouraging older retirees to sell
farmland.

Farmland sales are few in number with prices in a sideway direc-
tion.

Buying interest from generational farm families, particularly
those diversified in livestock, and with strong net worth positions
has continued over the past year, but at a slower pace than the
2006-2014 super-cycle. Liquidity has tightened in most opera-
tions, but solvency remains adequate due to stable land values.

Virtually nothing for sale in the counties I cover which include
Randolph, Delaware, Jay, Henry, and Wayne Counties. There
are farmers and outside investors interested in acquiring addi-
tional land. Will they remain as active heading into 2020 as they
have been over that past couple of years??? Also, farmland val-
ues from just west of Highway 27 and eastward to the Ohio state
line are more competitive than land west of that area due to the
strong livestock influence in Darke and Mercer Counties in
Ohio. Am also seeing some positive effect on farmland values
from wind energy in Jay and Randolph Counties.
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Selected comments from 2019 respondents:

Amish buyers, buying for hunting have been a posi-
tive influence of prices on marginal ground, by ap-
prox. $500/acre. Many local Amish buyers can now
cash rent the land to a tenant if it is bare ground and
not their home farm. The increase in value of multi-
tract auctions seems to be about 30% (final successful
bid vs. beginning bids). Many of my tenants will pay
less cash rent at the end of their current leases.

Greene Co land values have increased tremendously
due to land values to the south of us going in the
$12,000 per acre range in Daviess Co. This has
caused some Daviess Co farmers to pursue land in
Greene Co in the past year.

Good Ground still brings top dollar. Average and
Marginal ground has declined around 5% - 8 % due to
shrinking margins and farmer confidence.
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2019 INDIANA PASTURE LAND, HAY GROUND, AND

ON-FARM GRAIN STORAGE RENT'

CRAIG DOBBINS, PROFESSOR OF AGRICULTURAL ECONOMICS

Table 1 reports averages and the number of responses
for pasture rent. The number of acres required to sup-
port a cow is also presented.

Estimates for the current rental value of pastureland,
hay ground, irrigated land, and on-farm grain storage
in Indiana are often difficult to locate. For the past
several years, questions about these items have been
included in the Purdue Farmland Value Survey.
These tables report the values from the June 2019
survey.

Table 2 reports the average per acre rental rates and
the number of responses for established alfalfa/grass
hay and grass hay.

Table |. Pastureland: Number of responses, annual cash rent, and carrying capacity, June 2019
Number of Annual rent Carrying Capacity
Region responses ($ per acre) (acres per cow)
North & North- 9 $118 | 4
east
West Central &
Central 6 $92 .6
Southwest &
Southeast > $41 .9
State 20 $90 1.6
Table 2. Rental of established alfalfa hay and grass hay ground, June 2019
Alfalfa/Alfalfa-Grass Hay Grass Hay
Region'
Responses Rent ($/A) Responses Rent ($/A)
North & Northeast 9 $145 9 $128
West Central & Central 9 $125 9 $105
Southwest & Southeast 5 $84 5 52
State 23 $162 23 $116

1 This information is a summary of data collected June 2019 as part of the Purdue Farmland Value Survey.
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Table 3 provides information about the value and
rental rate for irrigated farmland. These rates are for
the production of corn and soybeans. When produc-
ing specialty crops such as seed corn or tomatoes,
rent is frequently higher.

Table 4 provides information about the rental rate for
on-farm grain storage. The rental rate for grain bins
includes three situations: where the bin only is rented,
where the bin plus utilities are covered; and where a
grain system is rented.

Purdue Agricultural Economics Report

The first year for reporting this information was
2006. Past reports are in the Purdue Agricultural Eco-
nomics Report Archive located at https://
ag.purdue.edu/agecon/Pages/Purdue-Agricultural-
Economics-Report-Archive.aspx. This information is
typically found in the August issue of the specified
year. However, 2016 results are in the February 2017
issue and the 2017 results are in the April 2018 issue.

Table 3. Irrigated Indiana farmland: Number of responses, long-term corn yields, estimated market value, annual cash

rent, and rent as a percent of farmland value, June 2019

Market
Corn Yield Value Cash Rent | Rentas % Furnished Dis-
Number of | (bu. per ($ per ($ per of Land Furnished tribution Sys-
Region ' responses acre) acre) acre) Value Well tem
Landowner — Landowner —
State 18 243 $9,271 $319 3.4% 78% 17%
Tenant — 22% Tenant — 83%

'Most of the observations reported here are from the North and Southwest regions.

Table 4. On-Farm grain storage rental: Number of responses and annual per bushel rent, June 2018

Bins only Bins and electric utilities Grain system
Region Number of | Rent ($/ Number of Number of
responses bu.) responses | Rent ($/bu.) | responses Rent ($/bu.)
North & Northeast 19 $0.17 18 $0.22 17 $0.20
West Central & Central 23 $0.17 20 $0.22 22 $0.24
Southwest & Southeast 9 $0.17 10 $0.20 9 $0.21
State 51 $0.17 48 $0.20 48 $0.21
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