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Key Points

W Land value pressure is greater
than in the past several years.

W Farmers have propped up local
land markets with cash.

B Professionally managed farms
may see lowered cash rents.

higher interest rates. ¥
see even more downward pressure o_n land
values going i into the fall of 2016 T

2 ur. ppraisers and farm manager at
FlrstNauonal Bank of leght agrees that
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ANDOWNERS will likely see land
values softening in the years to
. come. In return? Balance sheets, and
more importantly, cash flow state-
ments could suffer, particularly in the
land value and equipment categories.

“Balance sheets are going to
see pressure,” says Doug Hensley,
Gorsuch-Hensley Real Estate and
Auction. “What really matters, though,
are cash flow and income statements.
Farmers have traditionally been =~ &
asset-rich and cash-poor — and that
will generally continue to be true.
They're really going to have to watch
their working capital and their under-
lying ability to pay their bills”

Randal Fransen, First National
Bank of Dwight, says most farmers
have prepared for the current situ-
ation, and hopefully in return, their
financial statements will remain
healthy.

“Obviously, significant value will
be lost from balance sheets of those
who hold most of their asset values in
farmland properties,” he says. “Right
now, however, it would appear that
land values are not dropping dra-
matically and rapidly, so most of the

- declines occurring in balance sheet
values now appear to be something
that most prudent farmland owners

. and their lenders might have an-
ticipated. Like any other investment,
farmland will certainly cycle through
periods of value increase and value
decrease. This is something to be
expected from most any investment.”

Hensley warns farm operatorsto &
be cautious as they deploy capital
in 2016. “ would make sure | have
some dry powder, so to speak, so |
can make a move if | need to cover
expenses,” he says.
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Max 1

AM1 - Optimum® AcreMax® 1 1nsect Protection System with an
integrated corn rootwarm refuge solution includes HXX, LL, RR2
Optimum AcreMax 1 products contain the Libertylink® gene and
can be sprayed with Liberty® herbicide. The required corn borer
refuge can be planted up to half a mile away.
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AMRW - Optimum® AcreMax® RW Rootwarm Protection system with
asingle-bag integrated corn rootwarm refuge solution includes
HXRW, LL, RR2. AMRW-R - Optimum® AcreMax® RW Rootworm
Protection system with a single bag integrated corn raotworm
refuge solution includes HXRW, RR2. Do not spray with Liberty®

Not all seeds in the bag are talerant to Liberty herbicide
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AM - Optimum® AcreMax® insect Protection system with YGCB,
HX1, LL, RR2. Contains a single-bag integrated refuge solution for
above-ground insects. In EPA-designated cottan growing counties,
3 20% separate corn borer refuge must be planted with Optimum
AcreMax products.
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AMT - Optimum® AcreMax® TRisect® Insect Protection System
with RW, YGC8, HX1, LL, RR2. Contains a single-bag refuge solution
for abave- and below-ground insects. The major component
contains the Agrisure® RW trait, the YieldGard® Corn Borer gene,
and the Herculex® | genes. In EPA-designated cotton growing
counties, a 20% separate corn borer refuge must be planted with
Optimum AcreMax TRisect products
o
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AMX - Optimum® AcreMax® Xtra insect Protection system with
YGCB, HXX, LL, RR2. Contains a single-bag integrated refuge
solution for abave- and below-ground insects. in EPA-designated
cotton growing counties, a 20% separate corn borer refuge must be
planted with Optimum AcreMax Xtra products.
~—

AMXT (Optimum® AcreMax® XIreme) - Contains a single-bag
integrated refuge solution for above and below ground insects. The
major component contains the Agrisure® RW trait, the YieldGard®
Corn Borer gene, and the Herculex® XTRA genes. In EPA-designated
cotton growing counties, a 20% separate corn borer refuge must be
planted with Optimum AcreMax XTreme products.

asect’

YGCB, HX1, LL, RR2 (Optimum® Intrasect®) - Contains the
YieldGard® Corn Borer gene and Herculex* | gene for resistance to
corn barer

P
Intrasect
)
YGCB, HXX,LL RR2 (Optimum® intrasect® Xtra) - Contains the

YieldGard® Corn Borer gene and the Herculex® XTRA genes for
resistance to carn barer and corn roatworm

-

Leptra

AVBL, YGCB, HX1, LL, RR2 (Optimum® Leptra® ) - Contains
the Agrisure Vigtera® trait, the YieldGard® Corn Borer gere,
the Herculex® | gene, the LibertyLink® gene, and the
Rourdup Ready® Corn 2 trait

TRlsect
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RW, HX1, LL, RR2 (Optimum® TRisect®) - Contains the Herculex®
gene for above-ground pests and the Agrisure® RW trait for
resistance to corn raotworm,

o
AQUAmax
AQ - Optimum® AQUAmax® product

Product in water-limited

and depends on many factors, such as the severity and timing of
moisture deficiency, heat stress, soil type, management practices
and environmental stress, as well as disease and pest pressures.
All products may exhibit reduced yield under water and heat stress.
Individual results may vary.

A AgrisureVipters

AVBL, CB, LL, 6T - Contains the Agrisure Viptera® 3110 trait stack
Agrisure Viptera®, Agrisure® C8 and Agrisure® G1 traits.
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X1 - Cantains the Herculex® | Insect Pratection gene which provides
protection against European corn borer, southwestern corn borer,
black cutwarm, fall armyworm, western bean cutwarm, lesser
corn stalk borer, southern corn staik barer, and sugarcane borer;
and suppresses corn earworm. HXRW - The Herculex® RW insect
protection trait contains proteins that provide enhanced resistance
against western corn rootworm, northern cor rootworm and Mexican
corn rootwarm. HXX - Herculex® XTRA contains the Herculex fand
Herculex RW genes. YGCB - The YieldGard® Corn Borer gene offers a
high level of resistance to European corn borer, southwestern corn
borer and southern cornstalk borer; moderate resistance to corn
earworm and common stalk borer; and above average resistance to
fail armywarm. LL - Cantains the LibertyLink® gene for resistance to
Liberty® herbicide. RR2 - Contains the Roundug Ready® Corn 2 trait
that provides crop safety for over-the-tap applications of labeled
glyphosate herbicides when applied according to label directions
Herculex® Insect Protection technology by Oow AgroSciences and
Pioneer Hi-Bred. Herculex® and the HX logo are registered trademarks
of DowAgroSciences LLC. YieldGard®, the YieldGard Corn
Borer Design and Roundup Ready® are registered trademarks
used under license from Mansanto Company. Liberty®, LibertyLink®
and the Water Droplet Oesign are trademarks of Bayer. Agrisure®
and Agrisure Viptera® are registered trademarks of, and used under
license from, a Syngenta Group Company. Agrisure® technalogy

into is under alicense from
Syngenta Crop Protection AG
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Think like a

landowner

BY CHRISTY COUCH LEE

ONVERSATIONS about cash rents be-

tween farmers and landowners in the

coming year will be many, says Ryan
Aupperle, Heartland Ag Group. One viable
solution: variable-rate cash leases.

“Variable-rate cash rent allows for
shared risk between farmers and land-
owners. Flex leases allow rates to move
higher and lower, according to how the
gross income is being carved up,” he says.

It’s important to remember the land-
owner's perspective in these markets, too,
Aupperle says. “It's easy to say landowners
need to back up rents,” he says. “However,
they had previously enjoyed returns of
about 4% on land values. Recently, the re-
turns have been as low as 2.5%. So we do
feel like landowners have shouldered some
of the burden, too.”

Aupperle says he’s fielded many calls
from farm operators asking for advice on
talking with their landowners. His greatest
recommendation is to evaluate entire-farm
costs before making the call.

“No one wants to take a loss, but if it's
a small loss on one tract — versus a loss
on the entire farm — and it can absorbed
into the cost of the operation, it could be
worth it to absorb that loss and keep the
landowner happy,” he says.

Randal Fransen, First National Bank
of Dwight, agrees. Sometimes, paying a
higher-than-profitable cash rent rate for a
specific tract of land can be justified for a
short time. Other times, that’s not the case.

“Perhaps a farmer has an opportu-
nity to retain a highly productive tract of
farmland at a rental level that seems to be
quite high, given the recent drop in earning
power, due to weaker commodity prices,”
Fransen says. “This farmer may retain this
land at a rate that seems quite high, but he
may also have other properties rented at
rates far below what the market may allow.
In this case, some farmer equity may be

‘burned,’ but not necessarily to the point
where it will cause great harm to his or her
operation. Yet others will, out of a sense
of pride, attempt to maintain leases when
rental values are clearly not justified. In
these cases, a farmer may be hurt and a sig-
nificant amount of equity may be burned.”

Remembering the relationship aspect
of farming is critical when approaching dis-
cussions between farmers and landowners,
Aupperle says. “It's hard to say you're
willing to take a loss. But ultimately, this is
arelationship business over multiple years.
If farmers can maintain that relationship by
taking a loss for a year or two, it could lead
to getting the phone call when a guy retires
orlooks to make a change. You haveto bein
the situation to take that opportunity when
it presentsitself.”

Aupperle encourages farmers to work
with landowners for solutions. “We're all
in this together, and we're going to have to
collectively get through this cycle,” he says.

Lee writes from Wellington.

THEY SAID IT

“Going forward, we are going to be
right back to where we were 20 years
ago, before the boom. One has to be
prudent of every investment. It seems
like in the past five to seven years, you
could do anything and it would work
out. That's not the case anymore.”

Bill Christ, Metamora farmer

“Transparency is important in relations
with landlords. My brother farms, and
one of the things | believe he does
well: He communicates effectively with
his landlords. He's not necessarily
trying to influence them, but rather he
wants to provide information to them
so that they can understand the situ-
ation with their farm. This is important
all the time, but especially during
times of tighter margins. You must
communicate.”

Doug Hensley, Gorsuch-Hensley
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