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When farmland value is expected to increase:

* Farmland prices will increase (Brown and Brown,
1984)

= Ag lenders provide more credit to the ag sector
(Briggeman, Gunderson, and Gloy, 2009)

* Farmland owners purchase more farmland
(Weber and Key, 2015)
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1. Indiana farmland experts under-predict farmland
value growth

2. Aglenders under-predict more than appraisers

3. Aglenders and appraisers have less dispersed
expectations than professional farm managers
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Farmland Value Expectations are NOT rational

Qualitative and/or Aggregate Data

(Tegene and Kuchler, (1991); Zakrzewics, Brorsen,

and Briggeman, (2013); Kuethe and Hubbs, (2017);

Kuethe and Oppedahl, (2021))

Aggregate Quantitative Data
Kuethe, Brewer, and Fiechter (forthcoming).
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Purdue Land Value and Cash Rent Survey

Three Quality Grades — Top,
Average, and Poor

= What was the market price of
bare farmland in the previous
December?

= What is the current (June)
market price of bare
farmland?

= What do you expect the
market price of bare farmland
to be in the coming
December?

2003 - 2017
Year Appraiser Farm Lender Farm Manager Other Total
20003 16 161 42 30 279
2004 34 ’2 36 23 272
2005 17 ’2 36 24 279
2006 35 147 30 37 254
20007 15 176 40 41 300
2008 a2 1853 33 27 295
2004 5—1 151 27 24 256
2010 a2 163 30 29 276
2011 5—1 1549 34 27 274
2012 15 123 32 42 242
2013 27 56 31 37 151
2014 15 113 38 22 216
2015 ke 66 43 39 203
2016 12 6/ 20 22 151
2017 /4 102 34 38 248
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Purdue Land Value and Cash Rent Survey

Observed Growth Rate vs. Predicted
Three Quality Grades

Growth Rate

' I I I
2003 2008 2013

Year

Observed Predicted
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Table 1: HAC Standard Errrors

Table 1: HAC Standard Errrors: Continued

Clustered Newey-\West
Constant 0.016 *** 0.016 ***
(0.009) (0.012)
Occupation
Apprasier omitted
Lender 0.031 **=* 0.031 #=*=*
(0.004) (0.009)
Farm Manager 0.021 **=* 0.021 *
(0.005) (0.009)
Other 0.018 *** 0.018
(0.005) (0.010)

(forecast error)

= a + ¢.4(occupation)

+ 0.4 (region) + y.(year)
+ Yq(quality) + €.q4c

(Davies and Lahiri, 1995)
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Region

North omitted

Northwest -0.014 ** -0.014 *
(0.004) (0.007)

West Central -0.002 -0.002
(0.004) (0.007)

Central -0.022 *** -0.022 **
(0.004) (0.010)

Southwest -0.012 ** -0.012
(0.004) (0.010)

Southeast -0.043 *** -0.043 **
(0.008) (0.015)

Land Quality

Top omitted

Average 0.000 0.000
(0.004) (0.008)

Poor 0.012 ** 0.012
(0.004) (0.008)

N 1050 1050

R’ 0.49

Year Fixed Effects yes yes
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Table 2: Forecast Dispersion

Table 2: Forecast Dispersion: Continued

With "Other" Without "Other”
Constant 0.057 ##=* 0.059 #**
(0.009) (0.009)
Occupation
Apprasier omitted
Lender -0.001 0.000
(0.005) (0.005)
Farm Manager 0.021 =*=* 0.021 ***
(0.007) (0.007)
Other 0.014 **
(0.007)
(interquartile range)
= a + ¢.4(occupation)
+ 0.4(region) + y.(year)
+ Y4 (quality) + €4c
@ PURDUE Agricultural Economics
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Region

North omitted

Northwest -0.021 ** -0.022 *
(0.010) (0.011)

West Central -0.034 *** -0.030 **=*
(0.010) (0.011)

Central -0.018 * -0.020 *
(0.011) (0.011)

Southwest -0.019 * -0.027 **
(0.011) (0.012)

Southeast -0.059 =*=* -0.073 =*=*
(0.010) (0.015)

Land Quality

Top omitted

Average 0.003 0.003
(0.005) (0.005)

Poor 0.007 0.01
(0.009) (0.009)

N 1050 1050

R’ 0.49

Year Fixed Effects yes yes
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