Farmland price rises to slow

Activity r-a

During the survey year ending
Feb. 1, 1981, the price of
farmiand is likely to increase
between 5 and 10 percent-well
below the 13—percent average
rate of increase over the last
10 years. For the first quarter
of 1080, the Federal Reserve
Banks of Chicago and Kansas
City reported a slow-to-nega-
tive growth in farmland
values

Farmland prices Increased
an average of 15 percent
during the year ending Feb. 1,
1880, slightly above the 14-per-
cent general inflation rate
(increase in the Consumer
Price Index) for the same
period, The size of the average
farm increased from 449 to 452
acres in the 48 conliguous
states, and the value of the
average farm increased (rom
$251.000 to $290,000. Just §
years ago the average farm
size was 426 acres and the
value was only $114 000

The average acre of farm
land is now worth $641. The
state averages reflect land
quality and the intensity of
use, ranging from $112 an acre
in New Mexico to $2.400 an
acre in New Jersey, The total
value of farm real estate was
$668 billion on February 1, up

billion from a vear earlier

Building values accounted for
$111 billion or 17 percent of the
total value

During the survey year
ending Feb. 1, 1980, the
average price of farmland
increased most in Louisiana,
up 28 percent, and Maryland,
ap 25 percenl. Alabama,
Arkansas, Mississippi, Mis-
souri, and California also
showed gains of 20 percent or
more. Farmland prices in
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creased by less than 10
percentin 13 other states, The
slowest rales of increase were
generally found in the North-
east Appalachian regions.

The total number of farms
fell 1 percent during the
survey year, compared with a
Lé-percent decrease during
the previous year., Farm
enlargment conlinued to
account for &3 percent of all
farmland purchases. The
number of farm transfers was
unchanged from the previous
year's level at 85,600, while the
rate of larm (transfers in-
creased slightly o 40 tracts
per 1,000 farm. The tight
credit situation in some areas
of the country in the first half
of the year and the decrease in
nét farm income are expected
to reduce the rate of farm
transfers in 1980

A record-high 91 percent of
all farm transfers during the
survey year were credit
financed. Sellers and Federal
land banks supplies 72 percent
of the credit, up from 67
percent. Life insurance com-
panies dropped their market
share by providing only 7
percent of the credil. compar-
et with 10 percent last year
and 15 percent the vyear
before

Transfers of farmlan expec-
ted to remain in agricultural
use 5 years after the date of
purchase remained around
levels of recenl vears,
accounting for B2 percent of
all purchases, 89 percent of
the total acres, and 88 percent
of the total value transferred

Expected use as a rural
residence continued (o be the
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most common form of compe-

tition, accounting for 8 percent '

ol the purchases. For most
uses, the average price per
acre for tracts under 100 acres
was ol least twice as high as
teh overall average price.
Cash rents generally up-
ward, but in most of the states
surveved, the rate of increase
failed to match the rate of
inflation. In most states the
ratio of gross cash rents to
land prices continued to drop.
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Commodity prices improve

U8, farm commaodity prices
have sirengthened in recent
weeks, primarily in response
o a slowing of the increase in
animal product output and
continued strong demand for
erops in the face of uncertain
ties about the impact of recent
dry weather on 1980 produe:
tion Cash receipts are expect-
ed 1o increase from first-hall
levels, although higher pro-
duction costs will continue to
hold net farm income below
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vearearlier levels, according
toa US Dept, of Agriculture
summary
Record second-quarter

meal supplies coupled with
declines in real consumer
income  pushed down Live:
stock and meat prices. Pro-
ducers are trimming output in
the second half, and prices are
expected 1o average well
above the depressed levels of
the first half. Fewer cattle on
ieed. reduced egg sets for both
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broflers and layers, and mar-
ket hog numbers more in line
with vear-ago levels suggest
higher prices in the second
half.

US. farm exports for the
first @ months of fiscal 1980
stood al a record $28 billion--33
percent higher than a year
ago

Per-aere production costs in
1980--excloding land-are pro-
jected to climb 24 percent
from 1979 for corn, 21 percenl
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for soybeans, 23 percent for
wheat, and 18 percent for
colton. Thede projections re-
flect thé current outlook for
input price changes.

Retail food prices are ex-
pected to rise sharply in the
second half. led by increases
for beef. pork, and poultry.
Higher markeling cosis are
expected to contribute signifi-
cantly to the third-quarter
rise: however, they will not be
the leading source of food
price increases as they were
in the first half. Falling retail
prices of beef, pork. and
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poultry moderated the overall
rate of increase in food prices
earlier this year. Prices for all
of 1986 are shill expected lo
average 7 to 11 percent above
1979.

This year, consumers are
expected to spend $21 billion
or about 9 percent more in
fond stores and eating places
than in 1979, More than 95
percent of this increase will be
caused by a larger marketing
hill, reflecting higher costs for
labor. packaging, transporta-
tion. and energy.
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