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fter several years of large
increases in rents and
land values, 2014 might

be the year we start to see a
different kind of change.

In May, the ISU Extension and
Outreach leasing survey was
released reporting on the 2013
values for rental rates. AgDM File
C2-10, Iowa Cash Rental Rate
Survey, http://www.extension.
iastate.edu/agdm/wholefarm/
pdf/c2-10.pdf, reports the rental
rate survey for each county,

Handbook updates

For those of you subscribing to the
handbook, the following new updates
are included.

Transferring Ownership of Farm
Machinery — A3-32 (8 pages)

Joint Machinery Ownership —
A3-34 (3 pages)

Lease Supplement for Investing in
Improvements on a Rented Farm —
C2-07 (3 pages)

Please add these files to your

handbook and remove the out-of-
date material.

continued on page 6

crop reporting district and the
total average for the state of
lowa. Along with the overall
average for the county, averages
for the high-, medium- and
low-quality cropland are also
reported, along with a range
for the three averages. In recent
years, the range for cash rents
has widened considerably as
rents have increased with some
rents increasing much faster than
others.

The intent of the survey is to
report typical rents being paid
each year, not the highest nor
the lowest values heard through
informal sources. Rental values
were estimated by asking people
familiar with land rental markets
what they thought were typical
rates in their county. Information
about rents for individual farms
was not collected. The survey
gives the number of respondents
for each county, the last five-year
average for corn and soybean
yields, and the average row crop
CSR (Corn Suitability Rating).

How is farmland leasing for 2014 shaping up?

by Kelvin Leibold, extension farm management specialist, 641-648-4850,
kleibold@iastate.edu

The report also gives the average
rent in dollars per bushel for
corn and soybeans as well as
dollar per CSR point.

Some rents are based or indexed
on the crop yield or CSR rating
of the soils. The CSR system is
currently undergoing changes
and by this winter we should
have a new system called CSR2.
Information on the CSRs and
other soil topics can be found at
http://www.extension.iastate.edu/
soils/ispaid. The proposed CSR
values can be found at http://
www.extension.iastate.edu/soils/
sites/www.extension.iastate.edu/
files/soils/ISPAID_8.0%20with_
preliminary_ CSR2_071213.xlsx.

continued on page 2
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How is farmland leasing for 2014 shaping up?, continued from page 1

Typical rents per bushel for
corn range from $1.40 to
$1.80 per bushel. Compare
this to North Dakota, where
the typical rent per bushel of
corn is often less than $.50
and you can see why there
has been an increase in corn !
production in North Dakota.
This difference is also why in
recent years corn production
in North Dakota has been
more profitable than corn
production in Iowa.
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Issues to consider for
2014

When landlords and tenants establish rental rates
they often look at the following: what others are
paying, average crop yields, CSR Index, share of
the gross crop value, the return on investment,
percentage of the crop and the tenant’s residual.
The factors affecting next year’s rents are looking
different than what we’ve seen the past several
years.

Looking ahead to issues impacting rents in 2014,
one major issue to consider for the coming year
will be grain prices. A shift is occurring from the
past several years of continuously rising prices with
a recent decline in grain prices. Figure 1 shows the
dramatic price decline based on estimates for the
2014 corn crop. The change in the Chicago Board
of Trade (CBOT) only partially reflects the severity
of the situation. The other issue is the drop in
“basis” — the difference between CBOT prices and
what the local elevators are paying. In Table 1, you
can see that the elevator was paying $1.22 above
the futures price for 2012 old crop corn. For new
crop corn coming out of the field, they are paying
$.35 less than the futures prices and for 2014 new
crop corn they are offering $.50 cents under the
CBOT price. The result is that it looks like many
farmers will see offers for 2014 corn at prices that
are almost $2 per bushel less than what the market
was offering on old crop corn just a month ago.
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Table 1. Basis for #2 Yellow Corn
Delivery Futures Month Basis Cash Price
Aug @C3U 1.22 5.88
Oct @C3z -0.35 418
Jan @C4H -0.40 427
Mar @C4H -0.40 4.27
May @C4K -0.40 4.35
Jul @C4N -0.40 4.41
Oct @C4z -0.50 4.40

A second issue that will be a major factor in 2014
will be input costs. Land is the residual of all
profits and with one-year leases, for the most part,
land rents have captured the increase in profits
relatively quick. The question for 2014 may be,
“If profits decline, will land rents reflect that as
quickly?” Table 2 shows land rents have increased
by almost 50 percent over the past five years.

A recent lowa State University survey looking at
land tenure indicates that about 16 percent of the
cash rent leases in Iowa have attempted to balance
out some of the risks of price and yield volatility
by going to some type of flexible cash rent lease.
As volatility continues for both grain prices and
crop inputs, we may see more usage of flexible
leases across the state. Additional information on
flexible cash rent leases can be found at http://
www.extension.iastate.edu/agdm/wholefarm/html/
c2-21.html

continued on page 3
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How is farmland leasing for 2014 shaping up?, continued from page 2

Conclusions
The recent dramatic grain price drop will

Table 2. Overall Average of Typical Cash
Rents 2009-2013, Corn and Soybean Acres

result in many producers facing challenges

to make a profit at some of the current rental 2009 2010 2n 2012 2013
rates. Looking forward, it is likely that some  District 1 $187 $188 $224 $267 $283
of the rental rates that are on the high side District 2 196 191 220 277 294
for the level of productivity will need to be District 3 186 192 223 266 281
reviewed. We may still see others that are District 4 196 195 227 279 294
on the very low side that will continue to District 5 197 195 226 275 297
increase. District 6 193 196 219 252 284

District 7 170 176 213 246 257
More information on leasing can be found at  District 8 146 151 177 193 210
the Ag Decision Maker website, http://www.  District 9 173 169 198 217 229
extension.iastate.edu/agdm/wdleasing.html.  g¢ate $183 $184 $214 $252 $270

s harvest approaches, my colleagues in ISU
AExtension and Outreach are urging farmers

to remain cautious regarding commodity
prices. The same can be said for farm fuel and

energy prices, including a more detailed look at
managing farm energy costs.

Take a moment to review the past 5 to 10

years. Did your recorded expenses for propane,
electricity, diesel or gasoline used on the farm
change noticeably during any of those years? Are
the increases—or decreases—primarily due to
fluctuations in your energy consumption? Changes
in the market price? Other factors?

“Fluctuating energy prices can be troublesome,”
says Mark Hanna, ag engineer with ISU Extension
and Outreach. “Knowing whether energy costs are
related to changing prices or specific changes in
your energy needs is a useful first step to cutting
expenses.”

The weather offers an explanation for some of

the variations you will find. Undoubtedly, your
grain drying costs the past few years will reflect

the weather conditions, with fluctuations in your
demand for propane, electricity or natural gas.
However, adding a little more detail in your records

Minimize risk by monitoring farm energy costs
by Dana Petersen, ISU Farm Energy Conservation and Efficiency Initiative,
515-294-5233, petersen@iastate.edu, and Mark Hanna, extension ag engineer

may help you to manage the potential risks of farm
energy expenses, come rain or shine.

You might begin by reviewing your monthly and
yearly accounting records to ensure that they are
up-to-date. Many of the farmers I met this past year
explained that, generally speaking, they know their
total monthly electricity or diesel costs. Their bills
are entered each month into the farm’s financial
records, but that’s often as far as it goes. Once a bill
is paid, well...“out of sight, out of mind” is how
one farmer described it.

As you're getting your bills in order, consider
entering the information from them into a farm
energy log. A simple Microsoft Excel version is
available under the Farm Energy Publications link
on our website, http://farmenergy.exnet.iastate.
edu/?page_id=11. Look for the fact sheet “Tracking
the Energy Use on Your Farm,” PM 2089C, and
the corresponding farm energy log under the
Energy Consumption subheading. This form can
be customized to fit your needs using formulas or
additional worksheets.

When monthly energy consumption and cost

are entered into the form, the cost per unit is

automatically calculated. As an example, consider
continued on page 4
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Minimize risk by monitoring farm energy costs, continued from page 3

your farm’s electric bill. By entering this month’s
kilowatt hours (kWh) and total cost from your
statement, the energy log will calculate your cost
per kWh. For fuel sources such as diesel, gasoline
or propane, the form will calculate the price per
gallon. Previous or future bills also can be added to
show changes in cost and volume over time.

“Using an energy log not only shows the total
energy expenses, but also how the number of
gallons or kilowatt hours used is changing during
the year,” says Hanna. “This allows meaningful
comparison of energy consumption from year to
year.”

Whether you use our farm energy log or create one
that suits your needs, enter your information from

for farmers

each monthly bill and review the results. Try to

get a better sense of the fluctuations in your farm’s
energy demands from season to season and year to
year. This information can help you minimize your
short-term expenses with management techniques,
such as adjusting grain drying temperature or hog
confinement ventilation settings, to reduce propane
or electricity consumption. Observing yearly
trends over the long run may also help you identify
the optimal time to replace your equipment or
implement energy efficiency upgrades for barns or
buildings.

Check out the farm energy log and follow us on
Twitter @ISU_Farm_Energy to learn more about
energy efficiency all around the farm.

Towa State University economists have cautious message

by John Lawrence, Agriculture and Natural Resources Extension and Outreach, 515-
294-7801, jdlaw@jiastate.edu; Ed Adcock, Agriculture and Life Sciences Communication

Service, 515-294-2314, edadcock@iastate.edu

owa State University economists are cautioning
farmers to be prepared for a potential downturn
in the values of commodities and land.

John Lawrence, director of Agriculture and Natural
Resources Extension and Outreach and associate
dean for Extension Programs and Outreach, said
four Towa State economists give “an analysis of

the current state of lowa agriculture” in a series of
papers on the Ag Decision Maker website (http://
www.extension.iastate.edu/agdm/, under the Ag
Cycles heading).

“This analysis is not intended to be a forecast of
annual prices in the coming months or years. Nor
is it predicting gloom and doom for agriculture.
Rather, it is intended to help put current economic
conditions into a historic context, better under-
stand the factors that will influence prices and
margins in the future and help farmers prepare for
whatever direction the market turns,” Lawrence
said.

The ISU economists offer ways that crop and
livestock producers can be ready for the possibility

of economic upheaval after many years of
increasing prices and land values.

Chad Hart, associate professor of economics and
extension economist, points out the cyclical nature
of commodity markets and advises farmers to cre-
ate and follow a marketing plan based on produc-
tion costs: buy inputs when making crop sales;
move to fixed rate loans to protect against higher
interest rates; and continue to use risk manage-
ment programs, such as crop insurance.

Lee Schulz, assistant professor and extension live-
stock economist, presents the supply and demand
situations for beef cattle and hogs. He highlights
the importance of managing costs and price risks
in a successful operation.

Michael Duffy, professor of economics and exten-
sion economist, reviews the history of lowa farm-
land values and sees a likely decline as corn and
soybean prices fall, but suggests the decline won'’t
be as steep as the Farm Crisis of the 1980s.

continued on page 5
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lowa State University Economists have cautious message for farmers, continued from page 4

Dermot Hayes, professor of economics and Pio-
neer Chair in Agribusiness, uses an Iowa State-
developed method to extrapolate futures prices for
five years into the future. The worst-case scenario
shows corn prices as low as $4.27 in 2013, $3.85
in 2014, $3.41 in 2015, $3.12 in 2016 and $2.89 in
2017, with soybean values for the corresponding
years at $9.69, $8.89, $7.85, $7.09 and $6.55.

An analysis of agricultural debt by Jason
Henderson and Nathan Kaufman, economists
at the Federal Reserve Bank of Kansas City, is
included on the Ag Decision Maker website. It

refers to previous articles that deal with cycles in
agriculture and how they have affected farm debt.

Contacts

Chad Hart, Economics,
515-294-9911, chart@iastate.edu
Lee Schulz, Economics,
515-294-3356, Ischulz@iastate.edu
Michael Duffy, Economics,
515-294-6160, mduffy@iastate.edu
Dermot Hayes, Economics,
515-294-6185, dhayes@iastate.edu

William Edwards reflects on his lifelong connection with ISU

Extension and Outreach

by Kristin Senty, economics communications specialist, ksenty@iastate.edu

etirement is often a time of reflection, and
for William Edwards, there’s a sense that his
career has stayed close to his roots.

A professor of agricultural economics at lowa State
University, Edwards earned his PhD here in 1979,
the same year that he came to work in the Depart-
ment of Economics. While he jokes that he’s “a
little inbred” to Iowa State, moving into emeritus
status this summer doesn’t mean that he plans to
stop working.

In fact, Edwards will have more time to devote to
the Ag Decision Maker website, which he plans to

continue developing and up-
dating. What started in 1996
as a monthly hard copy publi-
cation that shares information
on farm management and ag
economics has grown into an
online site that receives nearly
one million reader hits a year.

Says Edwards, “Over the years, the information we
put out hasn’t changed, but the way we do it has.
At one time it was all paper copies and answer-
ing questions by letter. Now the amount of mate-

Dr. Edwards with the ISU Extension Farm Management Team, 2009

continued on page 6
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William Edwards reflects on his lifelong connection with ISU Extension and Outreach, continued from page 5

rial that we can disseminate and the speed of it is
incredible.”

As an extension economist, Edwards is also known
for overseeing the development of some of the
most requested information that ISU Extension
and Outreach has to offer, such as the annual cash
rental rate and custom farming rate surveys. Since
1998, he’s also organized and operated the annual
crop insurance agent conference, and since 1975
has helped with the Ag Credit School. “It’s a chal-
lenge to put together a new conference each year
that’s relevant, with an applied focus that meets
people’s needs today,” he says. “I enjoyed organiz-
ing these.”

Edwards spent time in the Peace Corps in Colom-
bia and taught extension exchanges in Costa Rica
and Peru, and as a result he’s fluent in Spanish. He
says that connecting with another culture taught
him a lot about reaching common ground. “Apply-
ing our own agricultural concepts and principles
in another culture and economy really makes you
step back and think about why we do things as we
do, and why others approach things in their own

way,” he says. “I think that helped me learn how to
meet people in the middle.”

Edwards also enjoyed sharing those international
experiences with his students, helping to lead five
overseas courses to undergrads in agricultural busi-
ness. “Travels with students were definite high-
lights, and working with the undergrads is some-
thing I will miss,” he says.

He'll also miss the many colleagues and friends he’s
worked with throughout the years in the depart-
ment, through his extension role in Iowa and other
states, and in regional and AAEA committees.

Beyond his immediate focus at lowa State, Edwards
still owns and manages half the farm that he grew
up on in Winterset, lowa. As a boy, he participated
in 4-H and remembers how his family relied on
advice from the local extension office.

“You could say that I grew up in the system,” he
says. “I think my earliest contact with extension
instilled in me the desire to be in a position where 1
could help people.”

Updates, continued from page 1

Internet Updates

Capital Budgeting Basics — C5-240 (8 pages)
Constructing a Capital Budget — C5-241 (5 pages)
Current Profitability

Corn Profitability — A1-85

Soybean Profitability — A1-86

Iowa Cash Corn and Soybean Prices — A2-11
Season Average Price Calculator — A2-15
Ethanol Profitability — D1-10

The following information files and decision tool have been updated on www.extension.iastate.edu/agdm.

Creating a Return/Risk Profile for an Equity Investment — C5-214 (4 pages)

The following tools have been updated on www.extension.iastate.edu/agdm/info/outlook.html.

Biodiesel Profitability — D1-15
Returns for Farrow-to-Finish — B1-30
Returns for Weaned Pigs — B1-33
Returns for Steer Calves — B1-35
Returns for Yearling Steers — B1-35

... and justice for all

The U.S. Department of Agriculture (USDA) prohibits discrimina-
tion in all its programs and activities on the basis of race, color,
national origin, gender, religion, age, disability, political beliefs,
sexual orientation, and marital or family status. (Not all prohibited
bases apply to all programs.) Many materials can be made avail-
able in alternative formats for ADA clients. To file a complaint of

discrimination, write USDA, Office of Civil Rights, Room 326-W,
Towa.

Whitten Building, 14th and Independence Avenue, SW, Washington,
DC 20250-9410 or call 202-720-5964.

Issued in furtherance of Cooperative Extension work, Acts of August
8 and November 30, 1914, in cooperation with the U.S. Department
of Agriculture. Cathann A. Kress, director, Cooperative Extension
Service, lowa State University of Science and Technology, Ames,

Permission to copy

Permission is given to reprint ISU Extension and
Outreach materials contained in this publication via
copy machine or other copy technology, so long as
the source (Ag Decision Maker lowa State University
Extension and Outreach) is clearly identifiable and the
appropriate author is properly credited.




