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Farm sector assets, inflation adjusted, 1970-2017F
$ billion (2009)

o Why Care About
Farmland Market??

Nonreal estate assets IIIIIII
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Note: F = forecast; data for 2016 and 2017 are forecasts. The GDP chain-type price index is
used to convert the nominal (current-dollar) statistics to real (inflation adjusted) amounts
(2009=100).

Source: USDA, Economic Research Service, Farm Income and Wealth Statistics.

Data as of Februarv 7. 2017.




Land Value =
localized net Income /
universal interest
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Percent change In dollar value of “good” farmland
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2016 Farm Real Estate Value by State
Dollars per Acre and Percent Change from 2015
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ISU Land Value Survey
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U.S. farm income indicators
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Long-term interest rate expectations
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limited land supply

Figure 1. ISU sale activity index and percentage change in lowa
land value, 1986 - 2015
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Sale activity index = (% Reported More - % Reported Less) * 100 + 100
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limited land supply

Figure 2. Number of public auctions by month, 2011 - 2016
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e Positives

— High income In pre-crisis “golden” eras

— Low Interest rate environment

— Prudence among ag lenders and bank regulators
e Uncertainty in government support

e Concerns
— Deteriorating farm income and ag credit
— High reliance on ag exports, US $
— Uncertainty in farmland supply and turnover

e Looking Ahead
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d Value History for State Of lowa USDA (s Ag Real [state Value
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Average % change in inflation-adjusted values per year

Golden Eras

Land Gross Income Net Income
1910-1920 1.2% 0.8% 0.2%
1973-1981 9.7% 0.9% <—3 2‘9
2003-2013 11.1% 4.5% 8.1%

Crises and Declines

Land Gross Income Net Income
1921-1933 -5.8% -1.9% ' -1.0%
1981-1987 -15.0% -2.5% 2.6%
2013-2017 -4.5%%* -4.5% -9.8%

Note: The average land value change from 2013 to 2017 is approximate because 2017 land values are
unknown. The 1910-1933 gross and net farm income changes are for the whole United States due to
limited data at the state level. Land values are based on USDA Census of Agriculture and USDA NASS
Land Value and Cash Rent Survey, while the data on farm income is from the USDA Economic
Research Service Farm Income and Wealth Statistics database.
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http://www.multpl.com/

e Banking Regulations
— More stringent, frequent stress-test
— BASEL I, liquidity requirements for banks

— (Ron Hansen — lowa Division of Banking
Superintendent) walk into this “with eyes wide open”

e Changes in Loan Practices (FCS, lowa)
— Before 1987: loan to value ratio i1s 85%
— 1987-2008: loan to value ratio is 65%

— After 2008: use cash-flow method for collateral ($4
corn, $10 bean) and 50% of cash flow value

IOWA STATE UNIVERSITY Source: Jim Knuth, FCS
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Annual Mortgage Payments vs. Cash Rents for lowa
Farmland Loan
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Loan Repayment Index and Loan Deliquency Rates 1970-2017
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 Dwindling support level from ARC-CO

e Farmers now cannot re-select PLC under current
2014 Farm Bill ($35/acre in 2016/17)

 CRP reaching acreage cap, cannot serve as supply
reduction as it did in the 1980s through set-asides

« Almost all producer already enrolled in crop
Insurance, so not much room for additional support

IOWA STATE UNIVERSITY Source: Zhang and Tidgren 2017 I _:,l C ARD
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—
Cash Crop Price Predictions for Nov 2017, 201
2020 as of May 2017 - SMILV Conference

Cash Corn Prices Cash Soybean Prices

2017 2018 2020 2017 2018 2020
Northwest $ 334 $ 365 $ 398 $ 925 $ 961 $ 10.32
North Central $ 342 $ 359 $ 393 $ 916 $ 946 $ 10.01
Northeast $ 341 $ 359 $ 39 $ 919 $ 928 $ 09.76
West Central $ 334 $ 359 $ 402 $ 912 $ 933 $ 10.06
Central $ 336 $ 350 $ 377 $ 917 $ 940 $ 9.86
East Central $ 342 $ 358 $ 389 $ 926 $ 951 $ 10.00
Southwest $ 331 $ 356 $ 394 $ 915 $ 942 $ 10.09
South Central $ 336 $ 35 $ 39 $ 951 $ 976 $ 10.35
Southeast $ 350 $ 383 $ 417 $ 949 $ 959 $ 10.08
STATE $ 3.38 $ 360 $ 394 $ 924 $ 948 $ 10.06
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Farmland Price Expectations, 12 months from now

M Higher Farmland Prices W Lower Farmland Prices
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https://ag.purdue.edu/commercialag/ageconomybarometer/charts/

Rating Farmland as an Investment
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https://ag.purdue.edu/commercialag/ageconomybarometer/charts/

Years of ownership |% of lowa Farmland

Less than 10 years 24%

10-20 Years 21%
20-30 Years 19%
30-40 Years 15%
> 40 Years 20%

IOWA STATE UNIVERSITY 20urec: A8 DM FM1380

2012 lowa Farmland
Ownership and Tenure Survey cent T e T
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http://card.iastate.edu/farmland
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Thank You!

Wendong Zhang
Assistant Professor and Extension Economist
478C Heady Hall
lowa State University
515-294-2536
wdzhang@iastate.edu
http://www2.econ.iastate.edu/faculty/zhang
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