Outlook for Crop Farm Income, Cash Rents, Farmland Prices, and Agricultural Credit
September 18, 2017

Outlook for Crop Farm Income, |
Cash Rents, Farmland Prices,

and Agricultural Credit

Gary Schnitkey, David Klein,
and Todd Kuethe

Outline

Farm Income
— Gary Schnitkey

Cash Rents and Price (ISPFMRA Survey)
— David Klein

Agricultural Credit
— Todd Kuethe

Net Income on Illinois Grain Farms, 1996 -2016, 2017P
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U.S. Corn Yield, U.S.

USDA release 2017 forecast on August 10

a0 USDA forecast = 169.5 bu. per acre
20 Trend yield = 166.9 bu. per acre
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Illinois State Yields, Corn
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USDA release 2017 forecast on August 10
USDA forecast = 188 bu. per acre
Trend yield = 178bu. per acre

72 74 76 78 80 82 84 8 88 90 92 94 9 98 00 02 04 06 08 10 12 14 16
Year

U.S. Soybean Yields
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USDA release 2017 forecast on August 10
o USDA forecast = 49.4 bu. per acre
Trend yield = 46.9 bu. per acre
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Market Year Average Prices and Forecasts

06 -13 14 15 16P 17pP 18P

Corn ($/bu.) 4.70 3.70 3.61 3.35 3.30 3.60
Soybeans ($/bu.)| 10.91 10.10 8.95 9.50 9.30 | 9.30
Wheat ($/bu.) 6.25 5.99 4.89 3.89 4.80 4.50

Projection for 2016 and2017 are WASDE projections,
2018 are looking at future markets

Fall 2017 bids (east-central lllinois, August 31):
$3.20 corn
$9.05 soybeans
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ARC-CO Payments, Corn, McLean County
Input Agricultural Risk Coverage (ARC) - County Price Loss
Coverage (PLC),
County MYA Benchmark ARC ARC
Year Yield Price’ Yield> Price®  Guarantee’ Payment’ | Payment®
2009 186 3.55
2010 170 5.18
2011 160 6.22
2012 125 6.89
2013 189 4.46 $/acre $/acre
2014 218 3.70 172 5.29 783 0.00 0
2015 199 3.61 173 5.29 787 54.39 10
* 2016 218 335} 183 4.79 754 18.39 38
2017 195 3.30 202 3.95 686 36.29 46
2018 191 3.70 204 3.70 649 0.00 0
Five-Year Average 21.81 19
National loan rate equals: 1.95 Reference price equals: 3.70
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Non-land Costs, Corn and Soybeans
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Costs and Changes, Corn, Central Illinois
Year Change

2006 2013 2016 06-13 13-16

$/acre  $/acre  $/acre $/acre  $/acre

Non-land costs 302 615 566 313 -49

Fertilizer 82 193 154 111 -39

Seed 55 114 118 59 4

Pesticides 40 66 64 26 -2

Mach. depreciation 23 63 65 40 2

Mach. Repair 16 22 22 6 0

Fuel 18 24 14 6 -10

Non-land interest 17 11 13 -6 2

Cash rent 150 290 273 140 -17

Gary Schnitkey, David Klein, and Todd Kuethe

Seed Costs, Corn farmdocDaily, July 18, 2017
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lllinois Farmland Values
& Lease Trends

Understanding Our Farmland Categories
Using the Productivity Index from the University of Illinois
(Bulletin 811).
Excellent Productivity — 147 to 133
Good Productivity — 132 to 117
Average Productivity — 116 to 100
Fair Productivity — Less than 100
Recreational Tracts
Transitional Tracts
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Midyear Survey Conducted By

Illinois Society of Professional Farm
Managers and Rural Appraisers

University of Illinois

Illinois
Society of
Professional

www.ispfmra.org

Illinois Farmland Prices
Midyear Price | Change First Half
Land Class $/acre of 2017
Excellent $10,900 -1.6%
Good $8,900 -3.0%
Fair $6,900 -3.8%
Average $5,000 -4.4%
X formdogs
doc
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Farmland Market

e Similar volume during the first half of 2017 as
last half of 2016

o If tight inventories continue, farmland prices
may stabilize

e Farmers continue to be major buyers of
farmland, 1031 interest increases
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Illinois Cash Rents on Professionally
Managed Farmland

2016 2017
Land Class Average Rent Expected Rent

Excellent $305 $300

Good $260 $255

Fair $220 $210

Average $166 $160
X farmeots

Most farm managers expect production costs in
2018 to be similar to that in 2017

Most farm mangers seem conformable that
variable cash rent leases are adjusting rents

properly
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. Northeast
. Northwest

March release of land
values booklet

. Western

. North Central
. Eastern

. Central

. West Central
. Southwest

9. Southeast

. Southern

Registration information
at www.ispfmra.org
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Agricultural Credit Update

e Credit market appears to be strengthening

e Short-term agricultural interest rates increased
slightly in 2017

e Further interest rates expected as broader
economy strengthens
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Illinois Federal Reserve Districts

\ s
== \%?L%% Quarterly surveys of
' ’ agricultural bankers
—Credit market conditions

—Interest rates

Credit Market Conditions

e What changes occurred in non-real-estate farm loans
at your bank in the past three months relative to a
year earlier?

—Demand for loans
—Rate of loan repayments
—Renewals or extensions

¢ Higher, lower, same
e Index: Higher — Lower (i.e. net higher)
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Credit Conditions (Chicago)
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Credit Conditions (Chicago)
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Credit Conditions (Chicago)
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Credit Conditions (St. Louis)
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Fixed Interest Operating Loans
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FOMC participants’ assessments of appropriate monetary policy:
Midpoint of target range or target level for the federal funds rate
Expect Fed Percent
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