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The annua! Purdue land values survey shows that
Indiana Jand values on a statewide basis peaked in June
1951. From then until the low point of Decembe - 1982,
bare tillable land of average quality declined 27 percent
and top quality land 28 percent. There were wide varia-
tions by area of the state (Figure 1). Top quality land in
the northeast declined by a third, while average land in
_ the southeast dropped by only 9 percent. In general,
declines were greater in the northern two-thirds of the
state than in the south. However, if measured from the
peak which occured in the south in December rather than
" June 1981, the decline in the south was about 20 percent.

Early this year, indications from meetings with farm
managers, appraisers, lenders and farmers were that the
Jow point of the recent sharpdrop inland values had been
reached around year-end. In April, the Federal Reserve
Bank of Chirago reported that their quarterly survey of
bankersindicated a slight rise in Indiana land valuesfrom
Januaryto April. The Purdue survey now provides addi-
tional evidence that land values have increased since last
December.

Siatewide, the survey indicated that land values in-
creased about 2.5 percent in the 6 months ending in June
(Table 1). The estimated value of top land was nearly
$2,000 per acre, and average land was a little less than
$1,600. Estimated long term yields were 137 bushels and
111 bushels for top and average land.

The increase in land values was not uniform through-

“out the state. The southwest area showed virtually no
- change, and the southeast declined 2 to 3 percent.

Increases in the west central area were 5to 6 percentand2 .

to 4 percent in the other arcas. The degree of concensus
-thatland values had turned up is indicated by the percen-
" tage of responses which showed anincrease insome or all
classes of land (Table 2). Statewide, this figure was 55
" percent, just under40% in the southand fromabout 60 to
70 percent in.other areas.

In spite of the lack of recent strength, June 1983 land
values in the southeast were only 12 percent below the
June 1981 level (average land) and in the southwest, 20
_ percent. Average land in the other areas was 24 10 26
percent under the June 1981 levels.

There was little evidence that land quality was related

to the amount of recent change in estimated values. Last
year, the drop in values.from December 1981 to June
1982 tended to increase as land quality decreased.

Figure 1. Geographic areas used in the 1983 Purdue Land
Values Survey.
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Table 1. Average estimated land value per acre (tillable, bare land) and percentage change by geographic area and land

class, selected time period:

.rdue Land Values Survey, Indiana, July 1983 '

Change Pi. :ed Projected
. Land Corn December June Dec. 82- December , change
Area “class bu/A 1982 1982 June 83 1983 June ¥3-Dec. 83
5 S 4 Percent s ) Percent
Nornh® Top 139 2049 2096 ° +23 2183 . +4.2:
© Average 108 1580 1613 +2.] 1690 - +4 8
Poor gl 1113 1142 +2.6 1208 +5.8
Trans® . .- 2642 2768 +4.8 2945 +6.4
Northeast® Top 133 1729 1770 +24 1827 +32
Average 108 1345 137¢ +21 1411 +2.5
R FPoor B3 454 st i +].2 955 2
: Trans?® .-- 2587 =233 -n.7e 2400 +1.5
West central Top 142 2129 2258 +6.1 2344 +3.8
’ Average - 119 1722 1813 +5.3 1909 +3.3
Poor 94 1269 1347 +6.1 1420 +5.4
Trans.® .- 2412 2550 +5.7 2631 +3.2
Ceptral Top 142 2201 e +13 2364 +4.0
: : Average 117 1828 1900 +39 1976 +4.0
Poor 92 1393 - 1440 +34 1504 +4 4
- Trans.® == 3072 3075 +0.1 J288 +6.9
Southwest* Top 142 2005 2014 +0.4 2024 +0.5
Average 110 1539 1545 +0.4 1557 +0.8
Poor 85 1017 1015 0.2 1025 +].0
Trans.® e i 3079 -1.1 3192 +3.7
Southeast® Top 124 1324 1293 =23 1320 .21
Average 98 1029 993 <15 1019 +2.6
Poor 77 : 778 763 -1.9 782 2.5
Trans® .ee 2798 2899 +31.6 2904 +0.2
Indiana® Top 137 1939 1989 +2.6 2052 - +3.2
Average 11 1539 157 +2.5 I633eres +16
Poor 86 1115 1142 +2.4 1186 +3.9¢
Trans? --- 2810 - 2813 +0.1 2942

v4.6'

2Based on the suneys murned from this regon.
Lamd moving inio nonfarming uses.
€ Rased wpon all the sunveyy reiurmed :
OThue fagurs is dsioned by ons suiremely high estimaie for December 1902

On a ycar-10-year basis, June 1982 to June 1983, Indi-
ana land values are off 10 percent on top land, 8 percent
onaverage land and 6 percent on poor land (Table 3). The
strong recent price recovery in the west central area
resulted in annual declines of only 5 to 6 percent. Other
areas in the northern part of the state showed declines
mostly in the 5 10 10 percent range. In the south, except
for poor land, annual declines were 10 to 15 percent.

Land values per bushel of estimated corn yield de-
clined, because of lower land values compared to a year
ago and a 1- to 3-bushel statewide increase in estimated
longterm yields (Tables | and 4). Increases were reported
in most arcas for most classes of land generallyinthein I-
to 3-bushelrange. Yield estimates increased 5to 6 bushels
in the west centra] area on poor and average land. The
other exception was the southeast, with no change in top

land yiclds and a |-bushel decline on average land. Land
value per bushel of $14.52 in June 1983 is 25 percent
below the $19.41 in ]980. In general, as land quality

- increased, the value per bushel increased, but in most
cases by less than $1.00. Top quality land in the central
area was 23 cents. per bushel Jess than average land;
obvijously, top land is a better buy. As has been the case

“forseveral years, the differences in land values per bushel
of estimated yicld between average and top land are so
small as to suggest that, in general, higher quality land is
the better buy.

Cash Rents

There were indications last fall that cash rents wquld
dropin'1983. In fact, some arrangements that were made
inthe early fall provided for decreased rental rates. But as

Table 2. General land values trends, Purdue Land Values Survey, Indiana, July 1983

- West :
~rend North Northeast central Central Southwest Southeast  Indiama
' 5 Percent :
Il or some land up 61.6 589 62.3 69.5 389 39.5 547
—All or some land down 0.0 14.3 4.4 2.9 305 2.6 17.5
Siable 36.5 26.8 333 235 30.6 578 27.%
Some up. some down 1.9 0.0 0.0 0.0 0.0 0.0 - 0.3




Table3.June 1982 and June 1983 average estimated area
land value per acre (tillable, bare land) and percentage
change by geographic area and land class: Purdue Lan
Jalues Survey. Indiana, July 1983 ’

lL.and June June Perceniage

Area Class 1982 1983 change
. s s

North Top 2330 2096 -10.0
: Alsrage 1761 lol3 - b4
Poor 1219 1142 - 63
Northeast Top 1938 1770 - 8.7
Asroze 1449 1376 . 50
= e ivor Iie yb5 S XU
West central, Top 2384 2258 - 53
N Averape 1921 1813 - 56
Poor 1342 1347 + 04
Central Top 2488 2274 - 8.6
Arzrage - 2018 1900 - 58
_ Pour 1487 1440 -2
Southwest Top 2300 2014 -12.4
Average 1723 1545 -10.3
Poor 1082 1015 - 6.2
Southeast Top 1523 . 1293 -15.1
Average 1119 993 =113
. - Poor 769 763 - 08
Indiana Top 2210 1989 =10.0
Average 1714 1577 - 8.0
Poor 1201 1142 - 49

grain prices improved and the general outcome for farm-
ing brightened.” rental rates firmed up. The survey
showed, statewide, that rents on top and average land
declined | to 2 percent and increased about 3 percent on
poor land (Table 5). In every area of the state, rents on

.

Table 4. Land value per bushel of e;!!mated corn yleld
Purdue Land Values Survey, Indiana, July 1983 :

. Land quality *

Area Top Average Poor

North S15.08 §14.94 $14.10
Northeast 13.31 1274 11.63
West central 15.90 15.24 L1433
Central 16.01 T 16.24 15.65
Southwest 14.18 14.05 11.94
Southeast 10.43 10.13 9.9]
Indiana 14.52 14.2] 13.28

poorland were stronger than on better land. The greatest
declines (3 to 6%) occurred in the two southern areas on
top and average land. There was little change on better
land in the rest of the state.
Rent per bushel of estimated corn vield declined a few
centsand was 85 10 89 cents statewide. The highest rents,
_both peracreand per bushel, werein the central and west
central areas — §$135 1o S138 peracre and 9510 97 cents
per bushel. In some areas, there was no different in the
rent per bushel onaverage and top land. The difference in
other areas was only a few cents, thus indicating better
rental values for the tenant on top quality land.
Rent as a percent of land values rose in all arcas and
was slightly over 6 percent statewide. The southeast was
the highest area, around 7 percent, with the other areas
falling in the range of 5.4 10 6.9 percent.
"What of the future?
Survey respondents expect land prices to incréase from
June 1983 to December 1983 by about 3 to 4 percent

Table 5. Average estimated cash rents, bare tillableland, 1982 and 1983, Purdue Land Yalues Survey, Indiana, July 1983

Rent as a percentage

Rent/bu.
. Laud Rent/A change iy gl of June land value
Area class 1982 1983 198210 1983 1983 1982 1983
Dollars % 3 Percent

Nonh*- Top . 127 129 +l.6 .92 55 6.2

Average 97 97 0.0 90 55 6.0

. Poor . 68 69 +1.5 i .85 5.6 6.0

Northeast Top 115 114 0.9 .86 Y X o, 64
’ Avenage 89 %0 +l.1 .83 6.1 6.5 .

Poor . 64 67 : .7 81 63 ° 6.9

West CentralP Top 142 138 2.8 97 6.0 6.1

X Average 115 116 +0.9 .97 6.0 6.4

' Poor B7 B9 *2.3 95 6.5 6.6
Ceniral Top 135 135 0.0 95 5.4 59 .
Z Avenge 111 112 +0.9 96 55 . 59 -

Poor 86 87 L+1.2 95 58 6.0

Southwest* Top 115 108 6.1 .76 5.0 54

p Average 86 83 -1.5 a5 5.0 56

Poor 59 63 +6.8 .74 55 5.8

Southeasr* Tep 96 91 -5.2 13 6.3 1.0

Average 72 70 -2.8 . . 6.4 7.0

Poor 48 50 *4.2 .65 5.2 6.6

Indiana" Top - S 124 122 -1.6 .89 56 6.1

. © Average 98 97 -1.0 .87 57 6.2

Poor 71 73 <28 .BS 59
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statewide. Expected increasés were less in the southern

areas and the northeast, generally from - | percent
to about 3 percent. Increases of 4 per: . nearly 6
yercent were expected inthe otherareas < 1). State-
wide. about 60 percent of the respo, > expected
increases 1n some or all land classes an: out a third

expected stable prices.

In reply to the question, “Where do you expect land
pricesto bz fivevearsfromnow?"the responsesindicated
an average increase of 21 percent or an annual average
compound rate of under 4 percent. The group expects
inflation 1o shv2rage 6.2 percent p2r vear. Thus thar
expectation is that real values of land will decline. The
groupis optimistic about land valuesin the short run, but
less so in the Jonger run. .

Major factors which will influence land values in the
future include the prices of corn and soybeans and farm
morigage :nterest rates. The averages of survey respond-
ents'estimates of these factors for the next 5 years were:

Corn price — §3.11 per bushel '

Soybean price — $6.86 per bushel

Farm mongage interest rate — 12.4%
These estimates do not appear 1o be out of line with the
estimates of modest increases in land prices; however, the
bean priceis low relative to the price of corn, based on the
long-term relationship between those two prices. The
difference between farm morigage interest rates and the
rate of inflation, 6 percentage points, is high by historical
standards. :

There 1s much uncertainty with regard to the level of
‘arm product prices and land prices,eveninthe next6to

~12 months and much more so over a S-year period.

Events of the present and recent past weigh heavily in our
predictions of the future. Many of the respondents, espe-
cially the lenders, have been affected by financial prob-
lems of farmers the past 2 years, and this may have
injecied caution into their estimates of future prices. A
shortfall in world grain production, a decline in interest
rates. a fall in the dollar exchange rate, improved trade
relations with the USSR are all factors which could boost

* grain prices, increase farm earnings and cause land values

1o rise. :
Yet the prudent investor in land (whether-he-already
owns it or is considering a purchase) must ask, “W hat

flow problems, especially where gredit is used. Non-
farmer landowners and farmers approaching retirement
need toanalyze the effects on their financial position and
security of stable or declining real land prices. A few
operating farmers have recently considered the sale of
their land with a long-term lease-back. Others may seek
off-farm capitzl through some form of co-owncrship.
Still others will hold their land (and many do so easily if
there is little debt involved) or make new purchases. But
new purchases probably will be made with considerably
more caution and more conservative cash flow projec-
tions than was case during the 1970%.

 Information produced by this survey can serve as

guidelines in making land investment and rental deci-
sions. But the farmer orinvestor needs to be able to make
good estimates of the productivity of individual parcels
of land and to obtain local information on prices and
rental rates. This takes time and effort. For those not
willing or able to devote the time and effort, the services
ofalocal professional appraiser or farm manager may be
desirable.
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This survey was made possible by the cooperation of
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Indiana. To these friends of Purdue and Indiana agricul-
ture, sincere thanks are expressed. They provided more
than 300 responses representing all butthree of Indiana’s
counties. Appreciation is also expressed to Kim Cook of
the Agricultural Economics Department for his help in

- compiling the data,



