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Equipment is typically the second largest asset on the balance sheet of most Midwest farmers. In
the past eighteen (18) months, the value of those assets has, in most cases, declined significantly. As
combines are typically the highest equipment item in value, it is not surprising they have seen the most
erosion in worth.

Attached are specific examples of how the market has changed, The top of the attached sheet
contains data from a June, 2014 auction while the lower section contains sales prices from a December,
2015 sale. The commodity price decline had not started in earnest during the early part of 2014 and the
values reflect the positive sentiment at the time.

Sales prices for the four (4) units sold during the 2014 auction ranged from .72% to 59.15% over
wholesale value and 4.56% to 29.75% below retail value. This auction was a true wholesale auction so
the lower than retail values are typical at events of this type. The four (4} units at the December, 2015
gathering sold at values between 8.79% to 37.49% below wholesale and 34.00% and 56.46% below retail.

The figures referenced above are specific to combines. However, the other large ticket items found
on Midwest farms (ttactors and sprayers) have aiso seen declines. Sprayers have followed the combine
value path very closely. Tractors, however, have fared somewhat better but still have lost significant
worth.

The most egregious examples of equipment value declines are found on farms who have been
active in upgrading their equipment. It would not be unreasonable to estimate an operation who went into
2015 with all new tractors and combines could possibly see the value of those items decline by 30% to
40%. This figure could possibly worsen in the event a financing entity were to repossess the items and
sell them into the current market,

Smaller operations with a line of fifteen (15) to twenty (20) year old equipment in above average
condition, have been somewhat insulated from this value decline. Items of this type have held constant in
value to possibly increasing slightly as it is much more palatable in today’s market to pay $50,000 for a
tractor as opposed to $200,000 for a similar horsepower late model (one to three years old) unit.

An opportunity fo help our customers exists in this market. In the event you have a customer or
prospect seeking to acquire a unit, there are multiple auctions and individual sellers whereby a unit may
be perhaps purchased at a significant discount in contrast to what they may believe is a current market
value.

Additionally, ask them if they have recently had a discussion with their insurance agent as to how
the indemnity might be paid in the event of a loss. In this era of lower prices, there might be a cost savings
opportunity based upon the value of coverage they are purchasing in contrast to what they might receive
in the event the unit were to be a total loss. We are certainly by no means experts in insurance, but their
having this conversation could do nothing worse than educate them as to how this process would be
handled. '

The data within this narrative is something you may wish to share with your prospects and
customers, Please feel free to contact me with questions or comments.
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