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Each year, the lllinois Society of Professional Farm Managers and Rural Appraisers collects
representative sales data from all across the state of lllinois, divided into 10 regions based on prominent
agricultural cropping practices, soil type groupings, and management regions. In addition to land values
from sales records, the ISPFMRA also collects information about lease rates, lease types, numbers of
sales, and other information that helps to provide a more complete understanding of market conditions
and trends in local markets. The farmdoc daily article from March 27, 2018 details the survey also
completed by the Society to assess farmland lease rate expectations. In addition, USDA also collects
aggregated data that are also helpful for placing local results into a larger context.

In the following, we present some aggregated information from the Illinois survey and compare 2017
results to prior periods and present historic measures of valuation with rates of change, and finally identify
some factors affecting future values of farmland. While space prevents a more complete presentation of
details by region, county, or by productivity class, those interested in a more detailed breakdown can
purchase a copy of the complete

2018 booklet at the ISPFMRA website: http://www.ispfmra.org/2018/03/01/order-now-2018-land-values-
report/

Overall Farmland Value Trends

Figure 1 shows summary lllinois farmland price information from 2001 to the end of 2017 grouped by soil
productivity. While the different valuation levels correspond to differences in yield capacity, the pattern
through time that emerges is for a reasonably constant growth rate in values from 2001 through 2010,
then accelerating increases in values through 2013. After 2013, land values moderated rather rapidly for
a few years but now seem to be tapering to what many view as a “soft bottom”. Several regions reported
minor increases in some categories, and some minor decreases in others, but overall seem to be
approaching a “flatline” period in terms of price change.
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m Figure 1. Historic lllinois Farmland Values by Soil Class

lllinois Summary by Soil Productivity Class
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Table 1. Average Sales Price of Completed Sales in Region by Year and Category*

--- Category ---
Year Excellent Good Average Fair
2001 3,184 2,628 2,025 1,473
2002 3,427 2,801 2,012 1,686
2003 4,133 3,287 2,286 2,170
2004 4,491 4,057 2,696 1,677
2005 4,890 4,035 2,843 2,315
2006 5,403 4,246 3,058 2,493
2007 5,735 4,681 3,474 3,111
2008 6,508 5,459 3,903 3,267
2009 6,704 5,401 4,061 3,063
2010 7,195 5,909 4,624 4,146
2011 9,309 7,433 5,865 4,614
2012 11,043 8,555 6,055 5,036
2013 12,538 9,606 7,648 6,079
2014 12,435 9,271 7,024 5,813
2015 11,653 8,837 6,951 4,962
2016 10,850 8,536 6,389 4,607
2017 10,606 8,389 6,057 4,604
Continuously Compounded Annual Growth Rate (CCAGR) - selected periods
2001-2010 9.06% 9.00% 9.17% 11.50%
2005-2010 7.72% 7.63% 9.73% 11.66%
2001-2017 7.52% 7.25% 6.85% 7.12%
2005-2017 6.45% 6.10% 6.30% 5.73%
2010-2017 5.54% 5.01% 3.85% 1.50%
2016-2017 -2.28% -1.73% -5.34% -0.07%

* (Note: Limited numbers of sales in some years and special features may affect values)

In Table 1, annual average prices and continuously compounded annual growth rates for selected
intervals are provided to help better understand the long-term performance of each class. Farmland
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owners/investors tend to have reasonably long horizons, so it is important to consider the performance
through time in addition to recent price change information.

As shown in the table (top row of lower section), from 2001-2010 the annual growth rates in the value of
lllinois farmland averaged more than 9% per year for each soil class. From 2010 to 2017 (fifth row of
lower section) the average is still positive in each case at around 5% for Excellent and Good quality soils
despite the recent declines from 2013 to present in most cases. Interestingly, over the entire period from
2001 to 2017 (third row of lower section), the average growth in farmland values has been around or
slight greater than 7% per year. The values provided here are from sales that the members of the
ISPFMRA judged to be representative of all the sales by region and class, so sometimes exclude
irregular sales, hobby farms, or other off-market transfers. Note also that that annual income generated
by farmland is not included in these figures, instead representing only capital gains rates.

Does the Farmland Market Make Sense?

One way to understand farmland prices is to consider what a rational investor would be willing to pay for
the income that is expected to be generated by the asset, relative to the riskiness of the income stream
over time. A commonly used means to summarize this relationship is to capitalize the future income by a
risk-adjusted discount rate. It is similar in concept to comparing a current deposit in an interest earning
account to the stream of payments that could be withdrawn from that account over time. While this
relationship is imprecise, it is worth examining how it has behaved through time. Figure 2 contains a plot
through time of the ten-year constant maturity interest rate or CMT-10, and compares that to the ratio of
cash rent to underlying value of farmland based on aggregate USDA survey data. Two periods are
interesting to focus on. First, during the period from about 1978 to 1984, there was a stark departure
between the CMT-10 and the rent-to-value ratios of farmland in lowa, lllinois, and Indiana suggesting that
land returns were out of line with their capitalized values. Near the end of the period shown, the CMT-10
is actually below the rent-to-value ratios, although the movements in the CMT 10 since the end of 2017
have moved them back into a similar range.

Figure 2. Farmland Cap Rates and CMT-10
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This relationship in a sense simply says that farmland markets did not view the rapid increases in income
prior to 2013 as being totally permanent (as was proven to be the case), or did not view the low levels of
the CMT-10 as a proxy for the capitalization rate as being permanent (as has also proven to be the case).
In any case, the farmland market in some sense by definition of a “market” reflects the best information
available to buyers and sellers, and does not display information that suggests major disconnections from
fundamentals as was the case in the 1980s.
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An upcoming farmdoc daily article (Zulauf et. al) further breaks down price changes by sources most
nearly attributable to changes in income and to changes in discount rates through time to provide a more
complete understanding of the causes of changing farmland values through time.
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