Record Land Values

The farmland market continues to set new price records, even with more acres hitting the market. The
increased sale activity in the land market we saw in the last quarter of 2021 continued throughout the
first quarter of 2022. The increases reversed a nearly seven-year trend of declining values. The previous
high came in 2012 when corn prices also climbed above $7 per bushel.

Purdue University reports Indiana farmland prices set a record high in 2021. Top-quality farmland prices
increased by 14.1% to $9,875 per acre, average-quality land values increased by 12.5% to $8,144, and
poor-quality land values increased by 12.1% to $6,411, according to the 2021 Purdue Farmland Values
and Cash Rent Survey.

We can attribute the record setting land values to several things:

1. Supply and demand. Land is a finite resource. As you’ve heard me say many times, new land
can’t be made.

2. Farmers’ working capital improved with the increase in crop prices and the influx of
government aid for disaster and virus relief. However, the increase in agricultural input
costs has put pressure on profit margins for the 2022 crop.

3. Until recently, interest rates have been low, thus incentivizing land acquisition.

4. Global unrest due to Russia’s invasion of Ukraine is anticipated to cause food shortages,
spurring land acquisition and increasing asset value.

5. Inflation has impacted land values, and stock market volatility has steered investors toward
putting their money in land.

While land values are up, Rural Main Street’s economy is slowing. High input prices, disruptions from
transportation bottlenecks and labor shortages continue to constrain growth. Farmers and bankers are
bracing for escalating interest rates — both long-term and short-term. Fuel prices are starting to have a
severe negative impact on the rural economy. Fortunately, though farm economy is slowing, | do not
anticipate a negative impact to farmland values in the short-term.

With prices so high and the agricultural economy struggling, you might be wondering how farmers can
pay for land. Many of you are in the market to grow your farms and add acres, but when | run analysis
for you, the numbers show that purchasing high priced farmland won’t necessarily increase your profit.

So, how are farmers paying these high prices? Many farmers are leveraging accrued equity in existing
ground to buy more property, or rolling profits from existing land into new land acquisition. For them it
is the only way to grow their business unless they have money coming in from other sources.

We can only buy land if we make money. Well, please pray for a rain. It is extremely hot and dry in
Northwest Indiana. We’ve only gotten %" of rain in the last 3 % weeks in the Rensselaer area and
temperatures have remained at 90 degrees and higher during that same time period. The crop is
showing signs of stress from lack of water and from the extreme heat. We planted the crop a little later
than normal and it isn’t handling the lack of water and heat well because it is not as mature as we would
like. Yield has been hurt, but we still have opportunity for good yields if we get rain soon. We have an
80% chance of rain for tomorrow. God willing, it comes.



As | had the opportunity this week to pause with gratitude to celebrate the freedom that makes our
country great, | am reminded that we are standing in a long line of Americans who value hard work and

free enterprise. We have walked through many challenging times before and always come out stronger
together!

Looking confidently towards the future,

Kim



