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VOLUME 15 WHAT’S INSIDE
Make smart land purchase decisions
by looking at the big picture.
Five actions for dairy businesses
to consider during a downturn.
Steps for building a strong and
open relationship with your lender.

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 90 offices
and more than 1,100 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.

5 TIPS FOR A POSITIVE
LAND PURCHASE EXPERIENCE
If you’re in the market to expand your farm footprint,
you may feel overwhelmed with the land purchase
Melanie Strait-Bok

process. With the right people involved and a clear

Regional Vice President –
Ag Lending

vision, you can expand your operation with confidence.
It all starts with good planning. Here are five tips
for a successful land purchase.

– W hat loan options are available and how do the
loan terms differ?
– W hat is the best loan option to help mitigate
financial risk?
– W hat impact will this land purchase have on
your buying ability in the future?
These are just a few questions that you should ask

PROACTIVE PLANNING
WITH THE RIGHT PEOPLE

Consult with the right people

yourself and your lender to better understand the

CAN SET YOU UP FOR

There are plenty of experts who should be involved

financial consequences of a farmland purchase. In

to make your land purchase go smoothly. If you’re

addition, plan to get pre-approved for funding so

running your farm with others, you’ll definitely need

that you know your maximum purchase price before

buy-in from your partners before a land purchase can

entering into any agreements.

SUCCESS.

happen. From there, you should talk to your lender.
At Farm Credit we specialize in agricultural lending,

Be prepared for challenges

so we understand your unique challenges and can

Land purchases come with challenges, but your local

work through them with you to meet your business

lending team can help overcome them. One of the

goals. For instance, we have an internal appraisal

biggest challenges for farmers looking to expand is

team of experts who can provide insight into what

finding good ground and negotiating the purchase

real estate is selling for in your area. Additionally,

price. Farm Credit can help connect you with an

our financial officers can run breakeven analyses,

attorney or realtor to help with those agreements.

so you’ll know what revenue the purchased land will

Another challenge farmers face is repayment of

need to provide to pay for itself or what the rest of

the loan after the purchase is made. To avoid trouble

your farming operation will need to produce to help

down the road, Farm Credit can offer advice based

pay for your purchase.

on your current financial position. We can run “what

When it comes time to make the purchase, a

if” scenarios to show you how your financial position

realtor or auctioneer can help negotiate contract

would look with the additional land purchase.

terms. Once the contract is agreed upon, an attorney

You’ll be able to see the impact of the purchase and

will work with your lender to help get the deed

understand your cash flow needs before any money

transferred and assimilate the rest of the legal

changes hands.

paperwork. Understanding the tax implications of a
land purchase can be tricky, so consulting with your

Avoid common mistakes

accountant can help set expectations.

Too often, anxious producers looking to purchase
land rush to calculate the gross income it could

Ask the tough questions

provide without considering the breakeven cost.

Before you start the land purchase negotiation

With tighter margins and lower commodity prices,

process, visit with your lender to understand your

you really need to understand what the purchase

financial situation and the implications the land

means relative to current market conditions. It’s also

purchase will have on your business. Consider the

helpful to know what you may be giving up today to

following questions before you sign any paperwork.

make that purchase and if it fits with your long-term

– H ow does this land purchase fit in with your
current operation?

Another common mistake farmers make

– W hat are the impacts to cash flow if this land
purchase is made?

is getting a handshake agreement instead of
something in writing. Land purchases are complex, so

– W hat are the local sales comparisons for similar
land purchases?
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business plan.

documenting the details can alleviate any confusion
or misinterpretation of terms down the road.
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Look beyond today

young and beginning farmers with specialized

Planning for a farmland purchase begins long before

loans to help them get established. It also provides

the transaction takes place. When you’re developing

educational resources to empower new farmers to

long-term business goals, keep expansion in mind.

be more successful as they begin their careers in

Ask yourself what you can do today to meet your

production agriculture.

future business goals. In today’s market, every

Expanding your operation is an exciting step and

dollar counts. If you can find ways to cut costs

one that will impact your business for years to come.

and optimize processes while still maintaining

Take the time to ask the right questions and consult

production goals, you’ll be in a better position to

with Farm Credit so you can reap the benefits of a

finance land when you’re ready to grow.

smooth land purchase transaction.

If you’re working on a succession plan and are
hoping to retire in the coming years, Farm Credit

For questions related to making

has special resources to help ensure a smooth

expansion decisions, contact Melanie

transition. Our Growing Forward program supports

at melanie.strait-bok@e-farmcredit.com.
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DAIRY OUTLOOK: STAY PROACTIVE
DURING LOW CYCLES
With every commodity market cycle, there are peaks

Knowing your burn rate can help you plan for changes

and troughs. Dairy farmers are in the midst of a

ahead of time instead of making emotional, rash

Matt Davis

sustained trough, mainly due to an oversupply of

decisions in the heat of the moment.

Vice President, Agribusiness –
Dairy Specialist

milk. The oversupply comes largely as a result of a
greater number of higher-producing cows globally

4. Communicate with your lender

without sufficient demand or processing capacity.

Open, honest communication with your financial

Although there have been several consecutive years

advisors can help guide you through tough markets.

LENDERS TO HELP MANAGE

of generally lower prices, it’s important to stay

Candid conversations can lead to actionable results.

FINANCIAL DECISION-MAKING.

positive and proactive so your business can capitalize

Farm Credit can help you determine what options are

on opportunities when the market rebounds. Here

available to help supplement cash flow and develop

are five actions to take to sustain your business

strategies to help ride out the markets until they

during a downturn.

rebound or until your operational changes result in

WORK CLOSELY WITH

positive cash flows. Your lender can also help you
1. Make tough decisions

pencil out your cost of production to benchmark your

With milk prices below the cost of production for

operation against others in the industry. If you’re able

many producers, cash flow can be a real challenge.

to pinpoint areas where your costs are much higher

Bridging that gap may mean that you have to delay

than the benchmark, you can focus on increasing

capital purchases, cut operating expenses, draw down

efficiencies in those areas of your business.

on cash reserves or take advances on additional lines

Farm Credit is chartered to serve agriculture, so

of credit. While none of these options are ideal, they

we understand that the dairy industry is cyclical. As

are the first place many producers look when trying

a member-owned cooperative, we have the unique

to balance cash flow. Taking a hard look at operating

advantage of returning dividends to our members.

expenses today and making adjustments where

In 2018 we gave back more than $87 million to our

necessary might save you from making even tougher

producers during this challenged ag economy.

financial decisions down the road.

We want to be a consistent and reliable source
of credit for our producers, and our goal is to help

2. Understand your burn rate

you position yourself to handle financial adversity.

In addition to making changes to your expenses, it’s

For instance, we offer credit packages that can help

also a good idea to pencil out your burn rate. That

supplement negative cash flows with available lines

means calculating how many months or years you’re

of credit. In addition, we use multi-year commitments

able to supplement your cash flow with on-hand

and appropriate financing levels to give you peace of

cash or available credit lines at the current market

mind through the ups and downs of the market.

price. With this information you can begin to look
longer term and see past what is happening today.

5. Set yourself up for success

If you have to make additional changes that may

Even with the tough dairy economy, the very best

involve tougher decisions, you’ll at least know what

producers are still finding ways to improve and make

your timeline is. Often, this exercise can provide

money. It is possible, but you have to understand

reassurance and a positive look at the future.

your financial position and your competitive
advantages, and you have to benchmark regularly.

3. Establish timelines for action

Look at your financials quarterly and compare them

Once you’ve established burn rates and know how

with peer data. Find ways to increase production and

long you’re able to supplement your cash flow, you

lower expenses, and don’t stop looking for ways to

have a timeline in place and can prepare in the event

increase efficiencies.

you’ll need to make additional financial decisions. For

FARM CREDIT MID-AMERICA

At Farm Credit, we’re invested in your success.

example, you may need to think about selling fixed

We can help you plan for future expansion and

assets, applying for additional credit or changing

growth so that you’re prepared and ready for

your business model to sustain the downturn.

action when the time is right. Sometimes those
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opportunities come at a low point in the cycle, and we

Our group of specialized dairy industry experts help

want to help you navigate what that means for your

large-scale producers stay competitive and manage,

financial position today and in the long-term. Don’t

improve or enlarge their operations. Email Matt at

miss an opportunity to build your business because

matt.davis@e-farmcredit.com for more information.

of current market conditions. Your Farm Credit team
can offer options that work for your current situation
and long-term goals.
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5 WAYS TO GET THE MOST OUT OF
COMMUNICATING WITH YOUR LENDER
No matter the advice you receive as a farmer, there

3. Know your lender’s role

is usually one core tenet: communication. Reaching

Your lender’s number-one role during these

Rudi Perry

out to the various members of your farm’s team —

discussions is to give you honest, timely feedback.

Regional Vice President –
Ag Lending

from your agronomist to your crop insurance agent

They should ask probing questions to better

— continues to be a key way to ensure your operation’s

understand your situation and provide solutions. If

success. This is especially true when it comes to

your operation is truly in a tough spot, you should

working with your lender.

expect them to give you the feedback you need, not

A STRONG AND OPEN
RELATIONSHIP WITH YOUR
LENDER IS VITAL TO YOUR
OPERATION’S SUCCESS.

Your lender is in a unique position to both plan
for the future and help you overcome any current

necessarily the feedback you want to hear.
However, this doesn’t mean that working with your

obstacles, which means developing a strong and

lender just means hearing no. Constructive feedback

open relationship is vital. But what does good

also means working with you to lay out a plan that will

communication actually look like? Below are five ways

help you meet your goals. Depending on the situation,

to get the most out of communicating with your lender.

that could mean a one-year plan or potentially even
a five-year plan. At the end of discussions with your

1. Lay out a road map

lender, they shouldn’t feel like just your financial

Take the time to think about your future. January is

officer; they should feel like your advisor.

typically a great time to make a business plan for the
upcoming year. Harvest is complete and there is a little

4. Be proactive

downtime to complete your balance sheet. Coming

Some things that go wrong on a farm are

to the table with a plan establishes a baseline for the

unpredictable, like weather impacts or unforeseen

discussion you’ll have and it helps your lender get

market shifts. However, there are many potential

on the same page as you. Your financial officer can

problems that display warning signs beforehand. For

then help you find the right loan products and other

example, if you need to wait to haul your grain in to

financing you may need to help achieve your goals.

get the best price, you will generally know well before
you make a late payment on your operating loan. It’s

2. Know your role

a good idea to loop your lender in as early as possible

If there is one thing farmers can do while talking

so your operation can have more options on the table.

about their operation with their lender, it is to be open

Many times, farmers reach out when things have

and ask questions. This means being upfront about

escalated, which means what your lender can do to

any pending changes or challenges, including anything

help is far more limited. If you notice something that

from succession planning to crop rotation. Don’t be

may become an issue, raise your hand sooner rather

afraid to talk about any issue — no matter how big or

than later. It is better to have a plan in place and not

small. Remember that your lender is here to help you

need it than to need a plan that was never discussed.

navigate your current situation, but to do that they
need to know the full scope of your position.
Asking questions is a great way to get the kind of

Oftentimes, farmers will only reach out to their

feedback you need from your lender. Farmers should

lender when something isn’t going as planned, but

come prepared to help spur the conversation. Here is

it’s equally helpful to share when things go better

a list of questions farmers can consider asking:

than expected. Not only will your lender be there to

– Is my operation on track to meet the goals I’ve
laid out?

celebrate your operation’s successes, they’ll also be
able to help you explore any opportunities that may

– W hat can I do better to help my operation
reach my goals?

now be open to you.
Open and fruitful communication is a two-way

–D
 o you see any potential problems

street. It requires both you and your lender to

or trouble spots?

proactively reach out, listen and work together to

–D
 o you see any opportunities I could
take advantage of?
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5. Share good news too
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find opportunities. With a specialty in agriculture,

If you’re interested in starting a relationship with

Farm Credit financial officers are especially

Farm Credit or would like to discuss your financial

equipped to understand your operation and your

future, contact Rudi at rudi.perry@e-farmcredit.com.

goals, and how to best achieve them.
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Where do I see
myself in five years?
Right here.

Your land may be our economy and our industry, but at the end of the day, your land is yours.
So, what do you want to do with it? From flexible operating credit to a dedicated team of
crop insurance specialists, Farm Credit Mid-America knows you don’t need someone to tell
you the answers or the plan — you just need someone to help finance what’s ahead.
Find what’s right for you by visiting e-farmcredit.com or call 844-442-9059 to learn more.
Farm Credit Mid-America is an equal opportunity provider.

The information in this 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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