


Todays Land Market continued

Land Market Bubble?

Many people are wondering if the land market is on a
“bubble”. There has indeed been a rapid increase in land
prices over the past several years. Let us consider what
made previous bubbles and what is behind the current
state of land values.

The most commonly cited “bubbles” (and crashes) are
the recent housing market, high tech stocks, and the
farmland market of the 70’s. A common thread amongst
these bubbles was expectations that prices would continue
higher but without an increase in income. The housing
market included many decision making errors, not the
least of which was insufficient income or equity positions
by the buyer. The tech stock run-up was supported by
unlimited expectations and no income. Farming in
the 70’s experienced higher income in some years, but
equity positions of many land buyers was insufficient and
expectations were very high for the export market. The
combination of high interest rates beginning in October
1979 and the Carter grain embargo of January 1980
nailed grain prices and exposed highly leveraged
operators to an unworkable financial situation.

Today we are experiencing all time highs in corn and
soybean prices. It is of course important to remember
that most grain owned by farmers was sold earlier at
lower prices. Only a small percentage of grain remains in
farmers’ hands while prices have continued upward.

Farmers who learned to be profitable and expand under
the old $2.00 per bushel corn and $5.00 per bushel soybean
scenario have had several extremely good years. Their
cash flow and equity positions are strong. Some livestock
teeders have been in red ink with high feed costs but
have some outstanding profits from past years. Lenders
require stronger financial statements before making loan
commitments than they did 30 years ago.

Anticipation of future earnings is always an important
component in establishing land value. With futures
contracts trading at all-time high levels, some grain
elevators are able and willing to offer grain contracts for
2009 and even 2010 delivery. Carrying charges are high
due to the cost of money and a cost of volatility, but the
underpinnings are there for strong incomes for the next
several years.

High grain prices put more money on the table for
everyone — including those providing crop production
inputs. Along with higher gross income we have higher
input costs. Fertilizer has risen by over 100% over last
year. Some herbicides have done the same. Higher steel
prices increase the cost of machinery and repairs. We all

know about fuel costs.

We believe it is important to keep ratios in mind — what
percentage of gross income did an input cost when corn
was $2.00 per bushel and beans $5.00 per bushel? That
helps take the sticker shock off some of the higher costs.
These higher costs are affecting 2009 plans, but for the
2008 crop there will be record profit margins in corn and
soybeans for those enjoying good yields. The bottom line
of this discussion is that while production costs are up
dramatically, those with top management skills and good
crops will have significant funds to bid on additional farm
land, either to purchase or to rent.

We expect another large volume of land sales this coming
fall. If you are considering selling or buying, contact one
of the farmland specialists at Stalcup Agricultural Service.
More lead time is better for successful sale. Remember,
the deadline is September 1 to terminate leases which
is important since farms normally sell better without
a lease.

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

Mar Buena Vista 158.0 67.0 $3,800 99%
Mar Calhoun 194.0 75.9 $3,520 84%

Mar O’Brien 160.0 74.2 $6,700 95%
Mar*  Clay 80.0 80.2 $5,000 83%
Mar Greene 75.0 743 $5,500 95%
Mar*  Sioux 185.0 69.9 $6,100 97%
Mar*  Sioux 65.0 69.7 $6,775 98%

Mar Monona 2652 64.4 $3,635 95%
Mar Plymouth 122.5 74.8 $7,250 100%

Apr Sac 160.0 76.0 $5,275 91%
Apr Buena Vista 80.0 75.4 $6,050 99%
Apr Clay 80.0  80.6 $6,750 92%
Apr*  Sioux 163.4 69.0 $6,300 92%

Apr Monona 92.9  80.6 $6,850 99%
May  Woodbury  80.0 57.6 $5,200 94%
May*  Sac 80.0 76.9 $5,600 98%
Jun Ida 80.0 56.1 $5,275 96%
Jun Woodbury  213.0 65.0  $4,550 70%
Jun Cherokee 200.0 65.0 $6,120 92%
Jun O’Brien 125.6 754 $8,200 94%
Jun Dickinson 167.7 62.4 $5,075 96%
Jun Kossuth 240.0 76.7 $5,500 98%
Jun Lyon 80.0 54.0 $5,250 98%

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



