











Our Views of the Future

Our respondents’ consensus of a
slight increase in land values by the end
of the year appears reasonable as a con-
tinuation of the recent trend in values.
The lowest interest rates in about two
decades plus generally good crop
prospects, even at lower prices, may
provide stimulus for slight increases in
land values by next spring, but probably
atless than the inflation rate for the year.

Over the next several years, farmers’
costs of environmental protection will
increase, caused either by increased
expenses, lower yields, or both. Interest
rates likely will increase a little from
present levels, exports of grain will
remain sluggish, and government
payments to agriculture may decline.
These factors, which exert a negative
influence on farm earnings and thus on
land values, will be at least partially
offset by positive factors. Gradual
increases in crop yields will continue
from application of new technology in
plant breeding, weed control, fertiliza-
tion, and so on. The shift to reduced
tillage increases the amount of land that
can be farmed in a timely manner and
tends to increase the demand for land.
Investment in land by pension funds as
a diversification strategy may also add
to the overall demand for land. Impor-
tant, but non-revolutionary technology
probably will add to farm earnings.
Examples are input control systems
which permit site-specific placement of

fertilizer and herbicides, biological pest
control, and herbicide-resistant varie-
ties. Small but continuing increases
likely will occur in the use of corn for
ethanol production.

Overriding these plus and minus fac-
tors in the land market is the distinct
probability of a major shortfall in grain
and soybean production sometime
within the next several years, possibly
as early as 1993, according to some
“El Nifio” observers. When a reduction
in world production of grain occurs,
stocks will be drawn down, prices will
rise, and a more optimistic view of the
future of farm profits could develop.
Land prices likely would rise in
response to higher expected returns. In
addition, the rent multiple tends to
increase when a definite rising trend in
earnings is identified.

The cash rent multiple in Indiana and
several other Corn Belt states is well
below the recent high records of the late
1970s to early 1980s. Although the mul-
tiple is higher than the low levels of
1985-88, it is a little lower than the
average of the fairly stable period of
1967-72. Thus, there is the probability
that the effect on land values of a few
years of increasing returns to land could
be magnified by a simultaneous
increase in the value rent multiple.

Cautious investors would be well
advised to buy and finance land assum-
ing that land values over the rest of the
decade will do little more than keep up

with inflation (little or no increase in
“real” values); however, we believe that
there is more upside potential in land
values than there is downside risk even
though, in the very short run, slight
decreases might occur. Remember, too,
that because of the imprecise nature of
land value estimation, a reported
change of 1-3% per year either up or
down may simply indicate a stable
market rather than a trend.
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The land values survey was made
possible by the cooperation of profes-
sional farm managers, appraisers,
brokers, bankers, and persons repre-
senting the Farm Credit System, the
Farmers Home Administration, ASCS
county offices, and insurance compa-
nies. Their daily work requires that they
keep well-informed about land values
and cash rent in Indiana. The authors
express sincere thanks to these friends
of Purdue and Indiana agriculture.
They provided over 350 responses rep-
resenting most of Indiana’s counties.
We also express appreciation to Sandy
Dottle of the Department of Agri-
cultural Economics for her help in
conducting the survey, and to Ag Econ
Professors Chris Hurt and Mike
Boehlje for their review of this report
and helpful suggestions.

Indiana Agriculture 2000: A Strategic Perspective

Don’t miss out on your chance to learn
about the future of Hoosier agriculture!

s we reported in our June
issue, Purdue’s Department of
Agricultural Economics

recently released the study Indiana
Agriculture 2000: A Strategic
Perspective. This 259-page report
analyzes issues, industries, and trends
that will affect Indiana’s food and
agricultural sectors through the year
2000.

To order your copy of this study,
send your name and address, with a
check for $14.70, including state tax,
to:

Agricultural Communication Service
Media Distribution Center

301 S. Second St.

Lafayette, IN 47901-1232

You can also order a 38-page
summary of the report for $4.20,
including tax.

Don’t miss out on your chance to
learn about the future of Hoosier
agriculture!






