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Need	more	informa,on	
regarding	cash	rents?	
	
Look	for	this	ar,cle	on	
home	page	of	the	
Center	for	Commercial	
Agriculture’s	website	
	
	
ag.purdue.edu/commercialag	
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More	Resources	
•  More	informa>on	&	sample	lease	forms	available	
onPurdue	Center	for	Commercial	Ag’s	website:	

– ag.purdue.edu/commercialag	

–  Click	on	“Farmland”	&	Look	for	“Rental	Arrangements”	
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Crop	prices	RISE	
faster	than	costs	
adjust	upward:	
Posi>ve	Margins	

Crop	prices	Fall	faster	than	
costs	adjust	downward:	
Nega>ve	Margins	
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2016	Es,mated	Indiana	Corn	Produc,on	Costs	
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What’s	are	
the	biggest	
cost	issues	
facing	crop	
agriculture	
this	year?	
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The	Cash	Rent	Dilemma	
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Making	Long-Run	Decisions	
Ø  Farmers	decision	to	rent	farmland	is	complicated	by	

ü  Downturn	in	expected	net	returns	for	corn	and	soybeans	
ü  Landowner’s	reluctance	to	reduce	cash	rents	

Ø Ques>ons	that	Need	to	be	Addressed	
1.  If	you	expect	to	lose	money	in	2016	on	a	tract	of	rented	land,	should	

you	con>nue	to	rent	the	tract?	

2.  How	much	of	a	premium	can	you	pay	to	retain	control	of	a	tract	un>l	
net	return	prospects	improve?	

3.  How	does	paying	a	premium	affect	your	farm’s	liquidity?	
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An	Op,ons	Based	Decision	Tool	
Long	Term	Cash	Rent	Spreadsheet	

ü  Inputs	for	the	spreadsheet	tool	
1.  2016	Budgets	for	Corn	&	Soybeans	
2.  Prices	and	Yields	for	Next	Five	Years	
3.  Working	Capital	at	Beginning	of	the	Year	

ü Outputs	from	the	spreadsheet	tool	
•  Rent	Analysis	

1.  Market	Cash	Rent	
2.  Breakeven	Cash	Rent	
3.  Premium	of	Market	over	Breakeven	Cash	Rent	

•  Working	Capital	Analysis	
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Your	
Budget	
Inputs	

	(in	blue)	
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Long-Run	
Inputs	
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Input	the	
local	

market	
rate	for	
cash	rent	



Long-Term	Cash	Rent	Decisions	Webinar,	December	18,	2015	

Analysis	
compares	
breakeven	
cash	rent	to	
market	rate	
&	impact	on	
working	
capital	
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The	Bo^om	Line	

You	can’t	accurately	predict	the	future	

so	you	must		

posi>on	for	the	challenges	&	opportuni>es	


