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Returns to Farming
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Net Farm and Ranch Income

Net Income Per Operator

$180,000 ® Dryland Crop
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Farm Family Living Expenses

. 70,385 annual
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Bankruptcies Filed by KS Farms
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Land Value Trends

o

Land Values

Affected by profitability in ag
sector

But land values do not adjust
as quickly as profitability to
changes in commodity prices

Adjustment period due to

o Long-run reasons for buying |
and holding land

o Expectations of buyers/sellers
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Land Values N e

833 5 Van Durwn, Focm 200, Topeka, Kansss 86500
Mawis Contact. Anwon Lamprecht. (T45) 1332730

W h ere d o we get KANSAS FARM REAL ESTATE VALUE AND CROPLAND RENT HIGEER

TOPEKA, KS, August 2, 2013 - Kamsas's farm real estate value, 2 measmrement of the vaboe of
all had a=d buildings on fams, increased from 012 according o USDA's Natiogal
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2017 Pasture Land Values
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Rent-to-Land Value Ratio
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Market-Based
Land Values
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Kansas Land Values

Source for market transaction data
o Property Valuation Department, Topeka

2014-16 sales data

o County location, population density

o Acres in sale

o Mixture of irrigated, non-irrigated and pasture in parcel
o 20-year average rainfall and water-holding capacity

° Enrollment in CRP

° Value of improvements is removed for bare land value
o Parcels under 40 acres are omitted

o Johnson and Wyandotte County parcels removed

G

PVD Sales Data 2014-2016

Acres in Sale 155.8

CRP Contracts 4.5%

Sales Per County 24.7

. Allvears | |

Total Sales Transactions: 6,845
2016 2,117 | 18%drop in sales
2015 2,502
2014 2,333
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Model-Predicted Sales Price (S/ac)

Land Type 2016 2015 m

Non-Irrigated 2,398 2,897 2,835
Irrigated 4,896 5,540 5,444
Pasture 1,726 1,871 1,684
All Cropland and Pasture 53,027 $3,378 $3,321
10.4% decline
from 2015
ﬁmmng

Land Model
Results

—




Land Model Results
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Land Model Results
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2016 Non-Irrigated Land
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2016 Pasture Land Va
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2017 Projections
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Land Model Results

ated Value ($/ac)
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Land Model Results

Irrigated Land
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Long-Run Growth
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Projected Income Per Crop Acre
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Land Value Impacts

The long-run multiplier is 21.71 or an implied
capitalization rate of 4.61%
° Long-run elasticity is 96.9%

At a net farm income per acre of $46, the projected
long-run Kansas (real) land price is $999, a decline
of about 50%
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Kansas Land Values
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Others’
Observations...

o

Others’ Observations

Responses to the survey from April webinar
© 114 people responded
o Majority of values for Kansas (other states: 6)

Reponses by occupation
o Lender: 34%

o Farmer/Rancher: 32%

o Other: 33%
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Others’ Observations

NE -11% -7% -4%
SE -5% 0% 0%
NC -10% -6% -5%
SC -9% -3% -7%
NW -20% -6% -16%
SW -13% -9% -14%
Average -11.3% -5.2% -7.7%
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2016 USDA Non-Irrigated Rents
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Rental Rates-Scott Co.
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Public Information

Limited public information on rental rates
o Surveys (USDA, some KS Counties)

o K-State budgeting approach: what a representative
farmer could afford to pay

Comparisons need to be done carefully
o One measures what is actually being paid
° One measures what we expect could be paid

o

Returns to Farming

NC KFMA Enterprise Analysis
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KSU Non-Irrigated Rental Rates

Atchison 125.80 109.30 99.80 110.60
Brown 148.50 129.30 117.90 135.20
Doniphan 166.70 145.90 132.20 137.70
Jackson 109.80 94.90 86.70 97.30
Jefferson 118.60 102.90 93.80 108.10
Leavenworth 109.80 94.50 87.50 99.70
Marshall 106.60 91.80 81.90 88.60
Nemaha 120.00 104.10 94.10 106.00
Pottawatomie 108.80 94.00 85.20 99.60
Riley 94.20 80.90 71.22 81.70
Wyandotte 105.70 90.70 84.90 103.80
Average: $119.50 $103.48 $94.11 $106.21
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KSU Non-Irrigated Rental Rates

Barber 38.70 26.60 10.50 25.30
Comanche 31.40 21.80 8.50 19.80
Edwards 36.80 25.80 10.10 25.80
Harper 37.70 26.00 10.20 23.10
Harvey 59.00 41.40 16.80 39.50
Kingman 40.60 27.90 11.00 27.60
Kiowa 33.50 23.40 9.10 22.00
Pawnee 41.50 29.20 11.40 25.90
| Pratt 45.20 31.40 12.40 29.30
Reno 49.50 34.50 13.80 33.00
Sedgwick 49.60 34.70 13.90 32.70
Stafford 45.80 32.00 12.70 29.50
Sumner 44.60 31.00 12.30 28.00
Average: $42.61 $29.67 $11.75 $27.81
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KSU Non-Irrigated Rental Rates

Barton 48.20 34.10 17.40 34.10
Dickinson 65.70 46.00 24.60 48.40
Ellis 36.70 25.90 13.10 24.70
Ellsworth 53.40 37.60 19.20 35.30
Lincoln 58.00 40.90 21.10 39.70
Marion 58.90 41.50 21.90 43.20
McPherson 61.30 43.10 22.30 44.50
Rice 60.10 42.50 22.00 42.00
Rush 42.20 30.00 15.10 28.90
Russell 46.40 32.90 16.60 32.00
|Sa|ine 60.80 42.50 22.30 43.00
Average: $53.79 $37.91 $19.60 $37.80

o

KSU Non-Irrigated Rental Rates

Clay 79.90 56.30 37.60 64.70
Cloud 75.10 53.40 34.00 57.40
Jewell 75.40 53.70 34.20 58.10
Mitchell 72.80 51.70 32.30 53.60
Osborne 59.50 42.40 26.30 43.10
Ottawa 63.70 45.10 28.60 49.00
Phillips 57.90 41.40 26.00 43.90
Republic 79.50 56.40 37.50 65.80
Rooks 45.70 32.60 20.30 37.20
Smith 68.10 48.60 30.50 50.30
Washington 84.80 59.90 40.40 67.30
[Average: 69.31 49.23 31.61 53.67
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KSU Non-Irrigated Rental Rates

Gove 35.40 22.80 4.90 7.80
Greeley 26.40 16.90 3.60 5.90
Lane 26.80 17.00 3.60 6.00
Logan 30.00 19.20 4.10 6.30
Ness 25.50 16.10 3.40 5.40
Scott 39.10 25.10 5.30 7.70
Trego 30.20 19.30 4.10 6.30
Wallace 26.90 17.10 3.70 5.80
Wichita 31.30 20.00 4.30 6.30
Average: $30.18 $19.28 $4.11 $6.39
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USDA vs. KSU - Scott

Non-Irrigated Rental Rates (S/ac)

3%
$80
$70
$S60
$50
$40
$30
$20
$10
S0

2013 2014 2015 2016 2017 2018

mm Non-Irrigated —e—K-State

Source: USDA-NASS and www.AgManager.info/land-leasing

e




Why are rents staying high?

Multi-year leases

o Consider signing 3-5 year leases but renegotiate rate
annually

Good yields in 2016, soybeans profitable

o Kept some profitability in sector to pay rents that
wouldn’t be affordable with average or below average
yields

People are willing to pay more than they can afford
in the short run
o Length of the short run is going to vary by producer

o

Summary
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Summary

Land values in 2017 have decreased since market
high in 2015

o Non-irrigated cropland: -25% (projected)

° Irrigated cropland: -4% (projected)

o Pasture: -15% (projected)

Long-run trends indicate downward movement will
continue into 2018
o Up to a 50% decline from market high

P

Other Comments

“Land prices are still based on quality land having
the highest demand and poor land having few
buyers and lower prices.”

o Appraiser in Central Kansas,
September 2017

Farmers are the biggest buyers of farmland

o When farmers are reluctant to buy, demand falls and isn’t
likely to be sufficiently supported by outside investment

o Turnaround will happen when projections for net farm
income rebound
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Online Resources
2016 Kansas County-Level Ag Land Values

o www.agmanager.info/land-leasing/land-buying-valuing

2017 Rent Estimates: Non-Irr. & Irrigated Cropland
o www.agmanager.info/land-leasing/land-rental-rates

Pasture Rental Rate Tool

o www.agmanager.info/land-leasing/land-rental-
rates/pasture-rental-rate-decision-tool
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