








difference of $.10 per bushel or more could be justified in
many situations between average and top quality land.

Cash rent as a percent of the value of top and average
land tended to fall slightly in all areas except the northeast
and southeast where there was a mixture of increases,
decreases and no change. These area average percentages
fell in the range of 6.0 percent to 8.4 percent with the higher
figures being in the west central area and the lower ones in
the southwest. For many years prior to the early 1970s, cash
rent as a percent of Indiana land values generally fell in the
range of 6 percent to 8 percent; however, by 1979 this per-
centage had fallen below five percent on a statewide basis.
With falling land values, the percentage rose, peaking in
1986 with a state estimate of over 8 percent on average land.
We are now back in the "thumb rule" range of 6 percent to
8 percent.

Outlook

There was little change from last year in expectations for
short run increases in land values. About 62 percent expect
some or all classes of land to increase, up from 58 percent
last year. But the average amount of increase was smaller
— 1.6 percent for average land (Table 1) versus 2.7 percent
last year. Only about 7 percent expected declines in some or
all classes of land. Small increases of under 3 percent were
expected in all areas of the state, with one exception: average
land in the northeast was expected to decline, but by less
than 1 percent.

Eighty-eight percent of the 1990 respondents expect land
values to be higher five years hence. The group average
_ change was 13 percent this year, down from 15 percent last
year.

Respondents were asked to estimate annual average over
the next five years for corn and soybean prices, farm
mortgage interest rates and the rate of inflation. The projec-
tions they made in each year since 1984 are shown below:

ltem 1984 1985 1986 1987 1988 1989 1990
Cormn price $3.13 $2.70 $2.32 $2.16 $2.50 $2.48 $2.61
Bean price 1.35 6.13 543 5.62 6.82 6.55 6.22
Interest rate 13.3 12.3 11.0 10.7 10.9 11.0 11.0
Inflation rate 6.5 54 42 4.5 4.6 47 4.6

The expectations for higher corn prices and lower bean
prices probably were influenced by crop conditions in mid-
to late June, Interest rate expectations were the same as last
year, breaking the slight upward trend of the previous two
years. The three-year upward trend in inflation rate expec-
tations was reversed.

Whether or not Indiana and other cornbelt land values
continue to increase the rest of this year and into 1991
depends upon such factors as the extent of crop losses in
some areas due to excessive spring rains, and whether crop
size and utilization projections indicate the likelihood of an
increase in stocks to burdensome levels. The final form of
the new farm bill could provide either a positive or negative
effect on land values.

Over the longer run, positive influences include a grow-
ing world population, the relatively favorable ratio of debt
to land assets, increasing demand for industrial uses of grain
and the possibility of lower trade barriers. A cloud on the
horizon is the possibility that little will be done about the

Figure 2. Geographic Areas Used in the Purdue Land Values Sur-
vey
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Federal budget deficit with the result that interest rates will
need to be kept high in order to finance the deficit. Land
prices also would likely be influenced negatively if govern-
ment farm program payments are reduced substantially or
eliminated.
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The land values survey was made possible by the
cooperation of professional farm managers, appraisers,
brokers, bankers, and persons representing the Farm Credit
System, the Farmers Home Administration, ASCS county
offices and insurance companies. Their daily work requires
that they keep well-informed about land values and cash rent
in Indiana. To these friends of Purdue and Indiana agricul-
ture, sincere thanks are expressed. They provided more than
300 responses representing most of Indiana’s counties. Ap-
preciation is also expressed to Julie Gable of the Department
of Agricultural Economics for her help in conducting the
survey and to Ag Econ professors Chris Hurt and Howard
Doster for their review of this report and helpful sugges-
tions.





