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Agenda

Discuss Current Market

Discuss What’s Driving This Market

Discuss Expectations for 2022+

 Questions?
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Farmland Values

Farmland values are a barometer
of the economic health and wealth of the
farming economy.
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Non-Irrigated Land Values — Q4
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Chicago Federal Reserve Survey

Percent Change in Dollar Value of “Good” Farmland

October 1, 2021 January 1, 2021
to to
January 1, 2022 January 1, 2022

lllinois +8 +18
Indiana +6 +22
lowa +10 +30
Michigan +5 +19
Wisconsin +4 +12
Seventh District +7 +22
Top: October 1, 2021 to January 1, 2022
Bottom: January 1, 2021 to January 1, 2022
- - . Source: Federal Reserve Bank of Chicago,

AglLetter, No. 1995, February 2022 ﬂ H
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lowa REALTORS® Land Institute

September 2021 — March 2022 +14.1%
March 2021 — September 2021 +18.8%

March 2021 — March 2022 +32.9%

> SLAND
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2021 lowa Land Values by Crop Reporting District

WINNEBAGO |WORTH MITCHELL HOWARD WINNESHIEX \
A XEE

LYON OSCEOLA DICKINSON | EMMET

$13,997 $11,042 $8,088 \° $12,064 $9,641 $6,992 $12,308 $9,122 $6,717 lowa

Up 27.6% - Up 34.5% Up 32.3% $9 751
’
BUCHANAN | DELAWARE Up 290%
WOODBURY A c CALHOUN TRRCTON VARG RUNOY
ﬁ ﬁA I] ] ll ﬁl H BENTON  [UNN [onEs
$12,289 $9,700 $7,044 $12,512 $9,980 $7,136 $13,503 $10,179 $7,215
$10,461 $10,744 $11,051
Up 33.1% Up 26.6% o3 Up 29.6%
IOWA STATE
$9,424 $7,145 5,155 $8,194 $6,094 $4,058 $11,628 $8,169 $4,734 UNIVERSITY

Extension and Outreach

&BDcARD

Center for Agricultural
and Rural Development

$8,451
Up 21.9%

$6,035
Up 29.6%

$7,582
Up 24.0%

Estimates of average dollarvalue peracre for high, medium, and low grade farmland on Nov. 1, 2021,
by lowa Crop Reporting District, and the Crop Reporting District average and the average percentage
change from Nov. 1, 2020. The estimates are based on a survey conducted by lowa State University,
Center for Agricultural and Rural Development and lowa State University Extension and Outreach.
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All Regions: lllinois Land Values by Soil Productivity Class
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Source: ISPFMRA, 2022 lllinois Farmland Values & Lease Trends
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What’s Driving This Market???
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Land Values & Commodities

Iowa Average Land Values and Commodity Prices
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U.S. Net Farm Income

Farm Economy To Slow In 2022 -$9.7 Billion

Change in inflation-adjusted
Inflation-Adjusted U.S. Net Farm Income, 2000 to 2022P, Billion Dollars net farm income during 2022.
$160
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= NET FARM INCOME (LESS FEDERAL SUPPORT) GOVERNMENT PAYMENTS

e Senate Ag Committee Republicans
——
~ Senate Ag GOP Analysis, USDA ERS
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Decreasing Government Payments!

$ Billions of 2021 Dollars Paycheck Protection Program (PPP) i1
$50 Coronavirus Food Assistance Program (CFAPR) =
Market Facilitation Program (MFP) &2
Market Loss Assistance (MLA) 32
Disaster Assistance H PPP
Miscellaneous 5
$40 Conservation H
Price Contingent 1l
Fixed, Decoupled Payments
$30 CFAP =
MLA :
$20, BEaE B B @ EEmpEs
Sﬂ:.r.:’..r.:.:.:
1996 2000 2004 2008 2012 2016 2020F
Source: Congressional Research Service, February 2021
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Interest Rates — 10 Year Treasury

FRED gj — Market Yield on U.5. Treasury Securities at 10-Year Constant Maturity

6

Fearcant
(%]

2008 2009 2010 20m 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Shaded areas indicate U.S. recessions. Source: Board of Governors of the Federal Reserve System (US) fred. stlouisfed.org

» - Source: St. Louis Federal Reserve Bank
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Interest Rates... Historical by Fed
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Interest Rates... 2021

Chart 2: Interest Rates on Farm Real Estate Loans
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6.45 m2015-2019 Average 0.45
6.20 - =Q1 2021 - 6.20
3.95 5 mQ2 2021 F 29D
5.70 - = Q3 2021 - 3.70
5.45 - - 5.45
5.20 - - 5.20
4.95 - - 4.95
4.70 - - 4.70
4.45 - - 4.45
4.20 - - 4.20
3.95 - - 3.95
3.70 - - 3.70

Chicago Dallas Kansas City Minneapolis St. Louis
P —]

Source: Federal Reserve ﬂ
-1 www.Hertz.ag L Hel"'l'z




Bank Repayment Capacity
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Land Sale Volume —
IA Farmland Market Sales
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Land Sale Volume —
Fed Reserve 10t District (WCB)

Diffusion Index* Percent change from the previous year **
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What’s Driving This Market???

« Commodity Prices

* Farm Income

 Government Support... kindof

* Interest Rates

« Borrowing Capacity... $$% to Loan
 Land Sale Volume

Do you ever recall a market where all the major
drivers aligned simultaneously?
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Who Are The Buyers?

 Farmers = 60-80%, depends where!
 Local Investors — Individuals
 Non-Local Investors — Individuals

 [nstitutions — e.qg., TIAA-CREF, John Hancock,
Prudential, UBS, Other Pension/Retirement Plans

* Newer Institutional Investors — e.g., Summit, Ceres,
Homestead Capital

« Crowd Funding Individual Farms — e.q., Acre Trader
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Farmland: Financial Performance 1990-2020

Annual Ave. Standard Coefficient  US Ag 32 StatesMinimum  Maximum
Asset/Index Return Deviation of Variation Correlation Return Return
————————————— 1991 - 2020-——-———

US Ag 32 States 8.6% 3.79% 0.441 1 -12%  19.3%
NCREIF Total Farmland 11.0% 6.62% 0.604 0.655 20% 33.9%
Indiana 9.0% 5.06% 0.562 0.652 -10%  22.0%
lllinois 9.2% 5.65% 0.611 0.797 08% 260%
lowa 10.7% 7.39% 0.693 0.645 -53% 249%
Minnesota 10.3% 5.51% 0.535 0.787 -1.8%  20.3%
Dow Jones 8.2% 14.38% 1.759 -0.108 -41.3%  28.9%
CompositeREITS 10.1% 17.67% 1.746 -0.106 47 5%  32.5%
AAA 5.7% 1.64% 0.290 0.263 2.5% 8.8%
TCM10Y 4 3% 1.64% 0.433 0.339 0.9% 7.9%
Mort30F 5.9% 1.72% 0.290 0.345 3.1% 9.2%
CDeM 3.37% 2.18% 0.648 0.355 0.2% 6.6%
Gold 0.29% 14.13% 2672 0.040 318% 27.7%
PPI 1.71% 3.94% 2.304 0141 -7 4% 8.2%
CFI 2.22% 0.87% 0.394 0.288 0.1% 4 0%

. . Source: University of lllinois, TIAA

] Center for Farmland Research ﬂ H
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So... What To Expect???




Attitudes Improved Quickly... But...

A e Ag Economy Barometer
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Source: Purdue University Center for Commercial Agriculture, Producer Survey, March 2022
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There Are Concerns...

Looking ahead to next year what are your biggest concerns for
your farming operation?

% of respondents M9/21 W10/21 m11/21 m12/21 wm1/22 =2/22
60

50 46 47 a5 a7

4344
282829 -
24
2121 3
20

16 [
| | 12 11
) III I’ Iii : I 7

Lower Output Prices  Higher Input Costs Government Policies COVID's Impact

40

30 ‘

[a===

o

Source: Purdue Center for Commercial Agriculture, Producer Survey, February 2022
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Short-Term Attitudes Are Very Positive

Farmland Price Expectations, 12 Months Ahead

% of ’e;:°"de“ts @ Higher Farmland Prices = ===l ower Farmland Prices
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Source: Purdue Center for Commercial Agriculture, Producer Survey, March 2022
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Longer Term Expectations

Farmland Price Expectations, 5 Years From Now
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Source: Purdue Center for Commercial Agriculture, Producer Survey, March 2022
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Long-Term Land Value Expectations

What is the main reason you expect farmland values to rise?

[ Strong farm cash flows M Low interestrates M MNon-farm investordemand M Inflation  m Other

% of respondents
60%

51%
48%

50%

45%

40%

30%

20%

9%

7%

1/22 2/22 3/22

10% o 6%

5

Source: Purdue Center for Commercial Agriculture, Producer Survey, March 2022
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2022 Rental Outlook
Ebbs and Flows of Rents and Returns

Cash rents lag changes in net returns to farmers, says Operator and Land Return
Gary Schnitkey, ag economist at the University of llinois.
The chart shows average cash rents for a corn and - M Ad Hoc Federal Payments $563
savbean rotation an central Ninois formiband and the 5521 ‘EE

' == (ash Rent '
operator and land returns (gross 5444 S450
revente minus non-land costs ). = y

R e B s | S5 ] -

gn _ S& Lo

S203 — cing

si58 3183 sug T = 5202 $280

— cash rent
Farmer Return:
$283 per acre

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 20m 202 2013 2004 2015 2006 2017 2018 2019 2020 2021 2022
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2022 Rental Outlook

Compared to 2021, what are your expectations for cash rents in your area in 2022?

B Higher Cash Rents  m About the Same M Lower Cash Rents
% of respondents

75
Question was only posed to
65
corn/soybean producers
60
55
47 47 48 47 46
a5 43
33
30
15
2 - 1 2 1 2 2 1
0 0
0 = n - = - m = -

5/21 6/21 7/21 8/21 9/21 10/21 11/21 12/21 1/22 2/22

Source: Purdue Center for Commercial Agriculture, Producer Survey, February 2022
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What to watch in the coming months...

Commodity Prices

— 2021 Peak in May/June...
what happens this year? It's
been wild!

Interest Rates & Inflation

— How hard will the Fed push
rates?

Sales Volume

— Was way up for Q3 and Q4 in
2021... and still strong in Q1
2022. Can market strength
hold?

www.Hertz.ag



What to watch in the coming months...

 Farm Policy Under Biden
Administration
— Ad-hoc Support, Crop
Insurance?
 Tax Policy Under Biden
Administration

— Income tax rates, Capital
Gain tax rates, Step-Up in
Basis, 1031 still allowed? Will
BBB happen?




Thank You!
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 Farmland for Sale

* Auctions and Auction Results

* Ag Links

* Request Weekly Farmland Email

FOLLOW US | @HertzAgLand 00@
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http://www.hertz.ag/
https://www.facebook.com/HertzAgLand
https://www.hertz.ag/
https://www.hertz.ag/real-estate
https://www.hertz.ag/appraisals
https://www.instagram.com/hertzagland/
https://twitter.com/HertzAgLand
https://www.linkedin.com/company/273354/admin/
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