


TODAY’S LAND MARKET

By Nathan Deters

'The volume of farm real estate activity this fall has been
significantly lower than previous years. After a flurry of
sales the past three to four years, many potential sellers
are satisfied to hold farmland rather than consider other
investment alternatives.

Estate settlements always bring land into the market,
but other sellers have been limited. Following are some
of our thoughts on this trend:

Investment Alternatives?

Starting last September we witnessed a dramatic
upheaval in world financial markets with a huge drop
in stock prices. While we stepped back from the brink
of meltdown and since March have had a very good
rebound in the stock market, our current economic
recovery is tenuous. While there has been a lot of recent
press on the Dow Jones Industrial Average regaining
the 10,000 level, it is important to remember that ten
years ago the Dow was over 11,000, meaning a decade
of no real gains.

Interest rates have been pulled down to low levels to
help spur the economy, leaving holders of cash assets
with very low returns.

In contrast to stocks, bonds, and CD’s, farmland returns
are coming off two very strong years. High grain prices
and generally good yields have made cash returns to
farmland ownership very attractive. While last fall’s
economic uncertainty helped drop land values for 2008,
average lowa farmland value has increased from $1,781
per acre in 1999 to $4,468 per acre in 2008. Over this
time period land values have gained an average of 9.67%
per year and cash earnings have increased an average
of 4.22% per year. When comparing these returns to
other investments, it is not hard to see why there is less
farmland being offered for sale.

What Does the Future Hold?

While economic forecasting is about as risky as
predicting the weather, a few trends are becoming
apparent. Increasing government spending has led to
rapid increases in budget deficits, which are likely to
continue to grow over time. Alternatives to financing
these deficits consist of increasing the money supply or
interest rates. Since raising interest rates in the near-
term is off the table, an increasing money supply and
consequently increased inflation and weakening of the
dollar seem to be the trend. Under this environment,
a flight to hard assets is likely. We have already seen
a significant rise in oil and precious metal prices this
year and also some recent indication investment funds

have renewed interest in buying

agricultural commodities as the
dollar weakens.

Asian economies have rebounded
the fastest from the economic
troubles of last year and most are

not burdened with huge budget
deficits, which should enable them

to continue to grow. Since much of the growth in food

demand is predicated on a rising middle class in these
dynamic Asian economies, this bodes well for the export
sector of American agriculture. A weak U.S. dollar makes
our products more competitive in their markets. These
macro-economic factors should be supportive to the land
market as we move forward.

Quality is Key
While volume is down, sales are still occurring. A trend we
have witnessed is widening spread between prices of high
and lower quality farmland. Several sales in late summer
and early fall of quality farms in strong areas netted prices
that were similar to prices of mid 2008. Land with lower
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Following are representative recent sales from our trade
area. Stalcup-brokered sales are shown in bold*

Selected Sales of
Good Farmland

Date  County Acres CSR $/acre % Tillable
July Pocahontas 78.0 81.0 $5,550 93%

Aug BV 50.0 80.2 $5,550 90%
Sept Webster 168.1 83.1 $5,450 96%
Sept BV 80.0 71.0 $4,050 89%
Sept Sac 150.0 63.5 $4,075 97%
Sept Lyon 80.0 60.2 $6,125 99%
Sept Sioux 91.0 704 $8,500 99%
Oct Emmet 160.0 72.0 $5,450 99%
Oct Sac 80.0 78.3 $6,700 96%
Oct Lyon 104.0 60.0 $7,000 84%

*Nov  O’Brien 61.7 69.7 $6,025 96%

Current Stalcup listing:

Public Auction November 17
80 Acres Logan Township  Ida County

Log on to our website at www.stalcupag.com for listings
and upcoming auctions.



