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VOLUME 07 WHAT’S INSIDE
Steady land values are paving the way for new
investment opportunities.
Consider crop insurance claims this year and how
they may impact your operation’s bottom line.
Whether you’re just beginning or established,
creating a business plan is one key to success.

Every farm, business and community is unique. How can you
adapt to changing local risks and opportunities while also
keeping an eye on global trends and the nation’s economy?
With nearly 100 local offices and more than 1,200 employees,
Farm Credit Mid-America is constantly working to help
farmers in Indiana, Ohio, Kentucky and Tennessee leverage
the economics of change in their favor. This report shares
some of our insights to help you manage your operation and
stand strong in today’s competitive, ever-changing marketplace.

MID -A M ER IC A FA R M L A N D VA LU ES
R EM A IN CON SIST EN T
Farmland values in the mid-America region continue

to see significant agriculture property decreases,

to remain consistent, despite a challenging ag econ-

we believe our region continues to hold steady due

Dennis Badger

omy deeply affecting the country. In the 12-month

to the diversity of the operations within the region.

Vice President,
Collateral Risk
Management

time period between July 1, 2015, and June 30, 2016,

The previous reporting period of July 1, 2014,

the four-state region of Indiana, Ohio, Kentucky and

to June 30, 2015, had a 2.2 percent increase in

Tennessee saw a collective average value increase

farmland values. A gentle downward trend since then

DESPITE A FLUCTUATING AG

of 0.18 percent. And while the USDA farm real estate

was expected after the land value hikes from 2010

ECONOMY, LAND VALUES IN

report released in August indicated that many

through 2012 continue to force market corrections.

MID-AMERICA ARE HOLDING

of the Midwestern corn and grain states continue

ACROSS THE BOARD

FARMLAND VALUE CHANGE
2015
2016

2014
2015

2013
2014

2012
2013

2011
2012

2010
2011

2009
2010

2008
2009

Indiana

-5.76%

1.40%

10.34%

21.63%

22.82%

27.30%

3.80%

5.90%

Kentucky

2.38%

3.60%

6.36%

2.77%

5.72%

12.15%

-1.00%

-2.50%

Ohio

0.35%

2.91%

5.19%

13.31%

11.78%

14.29%

3.70%

5.30%

Tennessee

3.69%

0.75%

-3.34%

3.77%

2.66%

6.92%

3.00%

1.00%

AVERAGE

0.18%

2.22%

4.64%

10.37%

10.65%

15.62%

2.50%

2.70%

State-by-state

6 percent, the overall average rate of change in our

The 2016 Farm Credit Mid-America results affirm land

four-state territory experienced a minimal change of

values are starting to decline in response to lower

0.2 percent, which is good news for the area.

commodity prices, but at a pace that is supportive of

Farm Credit Mid-America appraisers use a variety

a soft landing in our markets. Kentucky and Tennessee

of factors to estimate changes in land values, including

are still experiencing increases in farmland values,

an ongoing farm sale analysis that compares sales

likely due to the recreational and urban expansion

and changes in trends at the county level. In addition

components in their markets. While Indiana experi-

to these components, appraisers identified properties

enced a decline in farmland values of approximately

that are reassessed annually and placed into 13

FARMLAND VALUE CHANGE 7/1/2015 TO 6/30/2016
OHIO

INDIANA
ZONE 1
-5.08%
ZONE 1
2.16%

ZONE 2
0.20%
ZONE 2
-8.16%

ZONE 4
-1.66%

ZONE 3
0.70%
ZONE 3
-4.05%

Ohio saw an average increase in farmland values of 0.4%.
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Indiana saw an average decrease in farmland values of 5.8%.

benchmark zones. The maps below show the state-by-

What farmers can do

state benchmark zone breakdown of how land values

While land typically represents one of the largest fixed

shifted from July 1, 2015, through June 30, 2016,

expenses for a farming operation, it also represents one

across our four states.

of the largest asset categories on a farmer’s balance
sheet and serves as a long-term investment. Long-

2017 projected land values

term investments are intended to withstand market

In the next 12 months, land values are projected to

fluctuations like the region is currently experiencing.

show nominal levels of change with no major fluctu-

Current land values may be dipping slightly instead of

ations. Specifically, our four-state region is expected

increasing due to economic conditions, which shouldn’t

to show an average decrease of 0.9 percent from

be viewed as abnormal. Farmers should continue to

2016 to 2017, though this predicted drop should still

monitor their bottom line carefully, but know they can

be considered part of the natural market correction

still move if an opportunity presents itself and if they

following 2010 to 2012.

are in a good financial position.
Since land values are expected to decrease slightly
in the next year while interest rates are expected to

PROJECTED FARMLAND VALUE CHANGE

rise, now is the time to negotiate cash rent or make an
2016
2017

investment. A good rule of thumb during an economic
downturn is this: If the investment looks solid and can be
effectively utilized within a farming operation despite

Indiana

-1.5%

Kentucky

-0.7%

move. Quality land generally holds its value better

Ohio

-0.5%

than marginal land and tracts improved with irrigation

Tennessee

0.0%

AVERAGE

-0.9%

current conditions, it will probably be a good long-term

and drainage systems are desirable features to most
purchasers. Overall, farmers should be cautious, but still
consider and weigh opportunities as they come up.
Farm Credit is committed to being a reliable source
of credit for customers in any economy. We encourage you
to always make borrowing and buying decisions based
not only on opportunities, but also on business needs.

TENNESSEE

ZONE 1
5.37%

KENTUCKY

ZONE 2
5.49%

ZONE 3
0.23%

Tennessee saw an average increase in farmland values of 3.7%.

ZONE 1
6.06%

ZONE 2
1.06%

ZONE 3
0.02%

Kentucky saw an average increase in farmland values of 2.4%.
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2016 WEATHER AND PRICE MAY TRIGGER
CROP INSURANCE CLAIMS
As the USDA projects record corn and soybean yields

Claim example

for 2016, our regional crop yields look good but

This year, most of our claims will almost certainly be

Jason Alexander

variable across Indiana, Ohio, Kentucky and Tennessee.

a result of a low corn price. But depending on where

Vice President,
Crop Insurance

Though not widespread, we’ve seen pockets of drought

you are, yield loss from weather could be a factor as

and flooding that reduced yields and grain quality.

well. Consider the following scenarios.

WITH LOW CROP PRICES,
COMMUNICATION IS CRUCIAL
ON INSURANCE CLAIMS

Some hard-hit farms are posting corn yields at just
75 to 100 bushels per acre or less. They won’t be the
only ones submitting crop loss insurance claims this
year. For some farmers, low grain prices will be the
biggest factor that triggers a claim.
Nationwide, corn crop prices are looking like they
will be well below the spring guarantee corn price of

history (APH) of 180 bushels per acre at 80 percent
revenue coverage, which guarantees you 144 bushels
per acre. The 2016 spring price guarantee was $3.86.
144 bushels x $3.86 = a spring guarantee of $555
an acre.

$3.86. If corn is in the $3.00 to $3.35 range, that will

Now, let’s look at how $3.00 corn this fall can put

likely trigger many revenue-based crop insurance

you under your guarantee, even if you are right at

claims. In these market conditions, it’s a good idea

your APH.

to stay in contact with your insurance specialist to

• Say your average harvest this year is 180 bushels

evaluate potential claims and their impact on your

an acre, which is the same as your APH, and the fall

farm’s bottom line.

price sits at $3.00.

There are plenty of crop insurance questions
to answer. For example, what if your yield is at or
somewhat above your guarantee, but the corn price
is low? What is your coverage level? Is your policy
on enterprise units or optional units? Did you choose
80 percent or 85 percent coverage? These details
and others can make a big difference in determining
if you should be getting an insurance payment and,
if so, how much.

FARM CREDIT MID-AMERICA

• To start, let’s say you have an approved production
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• 180 bushels x $3.00 price = $540 an acre, or $15
below your spring guarantee, which will trigger
a revenue claim.

View from the combine seat
One of the things our Farm Credit crop insurance
specialists like to do is ride in the combine with

SPE A K OU T TO PR ESERV E CROP
INSU R A NCE:

customers. Not only can we bring the paperwork

Farmers took on more responsibility for

along and talk through what-if scenarios, we can

their own risk management when direct

see firsthand exactly what the crop situation is.

payments were eliminated and replaced

One example is southern Indiana, where the corn

with new government programs and new

on high ground looked really good, even though the

crop insurance options. While putting more

low ground corn was stunted by too much moisture.

decision-making power in the farmer’s hands

Time in the combine with our farmers gives us a

is certainly a good thing, Congress is always

chance to discuss how each field tends to perform

looking for places to cut costs. Affordable

in different types of weather and brainstorm about

crop insurance is one of the targets for such

different crop insurance strategies.

cuts, especially among elected officials and

As pockets of trouble turn up in the field, we

taxpayers who have little knowledge of

want our farmers to call us. One farmer even sent a

agriculture. As Farm Credit Mid-America

video from his combine showing his field issues and

continues its educational efforts on the

questions on what-if scenarios. Our team thrives on

importance of crop insurance in protecting

getting farmer input about how harvest is going and

farmers and our nation’s affordable food

how crops look. Even if you’ve already completed

supply from market and weather volatility,

harvest, it’s often a good idea to meet with your

consider having your own conversations

Farm Credit insurance specialist while field condi-

with elected officials, friends and relatives

tions are fresh in your mind.

in town who might not understand how
important crop insurance is in preserving

What-if scenarios

not just American agriculture as a whole,

Variability within fields may affect both short-term

but your family farm as well.

and long-term plans. Short term, you might need to
get approval to destroy a crop as a total loss or to
harvest it as silage. In such cases, an adjuster must
come out, inspect and sign off before you finish the
field. Long-term planning might involve helping you
decide whether you should be insuring by optional
units (by farm) or enterprise units (entire crop by
county). The unique yield variability within a field,
from field to field or farm to farm, can make a big
difference in what structure works best for you.
Tobacco producers might be a good example for
all farmers. Wet conditions on some tobacco fields
this year may result in poor yields or poor quality.
Tobacco insurance claims are a very regimented stepby-step process that starts in the field and continues
into the curing barn. When in doubt, be proactive and
call us. With tobacco or any crop, communication with
your Farm Credit crop insurance specialist is crucial
to helping make sure you have the right insurance
and that your claims are submitted properly to be
paid at the end of the year.
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E V ERY OP ER AT ION N EEDS A P L A N

Wendy Osborn
Regional Vice President,
Ohio

CREATING A FARM BUSINESS

Fail to plan or plan to fail—or so the saying goes.

1: Operation overview

Whether you’re just starting out or have a well-

This is the “elevator pitch” about your farm. Describe

established farming operation, creating a business

the basics of your operation related to your mission

plan is one key to success.

and objectives, the crops you produce and acreage.

While taking the time to sketch out a business
plan can seem tedious, there are significant benefits

2: Ownership summary

to having a thoughtful path forward for your farm.

Include information about ownership and company

Preparing a plan helps you look beyond daily farm tasks

structure. With any type of business, different

BEYOND DAILY TASKS TO

to focus on your goals. It provides focus and direction,

owners bring different expertise. It’s always good

ENVISION YOUR OPERATION'S

which will help your operation run more smoothly.

to evaluate each owner’s strengths and what he or

PLAN HELPS YOU LOOK

FUTURE

she brings to the operation.
Get it on paper
Many farmers we talk with say they have business

3: Strengths and weaknesses

plans—but they haven’t found time to commit them to

Identify ways to use your ownership team’s strengths

paper. Without a written plan, it’s easy to run off course.

to your advantage and plan for ways to overcome any

A written plan is even more important for businesses

weaknesses in your operation.

with multiple owners. It aids decision making and
helps avoid conflicts. As you draft, evaluate and revise

4: Sales and marketing strategy

your business plan, be sure to include all owners in

Once you have identified your operation’s strengths,

the process. This may lead to some uncomfortable

look for opportunities to leverage them to your com-

conversations, but in the end will make the rest of your

petitive advantage as you create sales and marketing

year—and your operation—much more productive.

strategies.

And, most important, a written plan increases the
likelihood you will achieve your goals. The plan helps
you envision your operation’s future, lay out sales
and operational forecasts, and measure progress.
Look at your business plan as a road map for your
operation’s success.

This is the most important part of your business plan.
Include a budget and a balance sheet that reflects
your assets, liabilities and net worth.
In the budget section, project income and expenses
for the upcoming year. This is not a time to be optimistic. It is best to plan for the worst-case scenario.

Focus on the essentials
Business plans tend to follow a standard format, and
many online resources and templates can be adapted
for your operation. Make your plan as simple or as
complex as you like. The main goal is to create a
plan that is useful to you and meets your needs. We
recommend including the following components in
your business plan:

FARM CREDIT MID-AMERICA

5: Financials (budget and balance sheet)

Try to avoid underestimating expenses or overestimating income.
The balance sheet helps you understand and
evaluate working capital and net worth. Comparing
balance sheets year over year offers a good picture
of how your operation is progressing toward your
goals. Your net worth should increase steadily each
year. If not, that’s a red flag.
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6: Goals

Keep it current

Research has shown that the simple act of recording

The best business plans are continually revisited,

goals will increase the likelihood of achieving them.

revised and updated when changes occur in the

Write down both short- and long-term goals, such

operation or marketplace. Keep your goals and

as purchasing a new combine or paying down debt.

business plan in a visible place to remind you of

Your goals should be SMART (specific, measurable,

where you’re going and what you’re working toward.

achievable, realistic and time-bound). Remember to

Set aside time with your fellow owners to review

involve all owners in identifying and setting goals.

the plan and make adjustments. This could be done

Also, identify risks that may impede your goals,

on a quarterly or annual basis—just find a time that

and create a contingency plan for them. The more you
prepare for challenges, the easier they will be to deal

works and then stick to it.
Getting started is often the hardest part. Begin

with when they do occur. For example, crop insurance

with a simple plan that meets your immediate needs

is one smart way to mitigate damages from drought,

and build it from there. The best business plan is a

flooding and other natural disasters.

continual work in progress and a plan for success.

06

VOL.7 INSIGHTS REPORT

The information in the report is derived from Farm Credit Mid-America’s experience in rural and agricultural
lending, and does not take into account the financial needs of particular individuals. This content is intended
to be informational and is not a substitute for detailed advice on your specific situation.
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