2005 lowa Farmland Value Survey

The average value of an acre of farmland in lowa increased $285 to an all-time high of $2,914 in 2005,
according to an annual survey conducted by lowa State University. This is the third year in a row with a new
record high, according to Mike Duffy, ISU Extension farm economist who conducts the survey.

The 2005 average value topped a previous record of $2,629 reported last year, and it represented a 10.8
percent increase statewide over the 2004 average. Duffy said values increased in all 99 counties in lowa,
and only 21 counties reported an average increase of less than 10 percent.

Using the average value of $2,914, the total value of the state’s 32.6 million acres of farmland is about $95
billion. Duffy said that the effect of inflation on the value of the dollar means that the 2005 figure is roughly
the same as the value of land in 1973, before the run-up in values began that led to a peak of $2,147 in
1981. In inflation-adjusted dollars, the peak arrived in 1979.

After the peak, lowa land values dropped sharply, reaching a statewide average of $787 per acre in 1986
before beginning to recover. The 2005 figure represents an increase of 270 percent in the past 19 years and
57 percent in the past five years.

Values increased in all 99 lowa counties and topped $1,000 an acre in every county for the second time
since ISU began conducting the survey in 1941. The highest average values in the state were reported in
the Central lowa crop reporting district at $3,415 per acre. The South Central district had the lowest
average values at $1,793, but that district also had the highest percentage of increase at 15.9 percent on
average.

The survey of real estate brokers, farm lenders, and others who work directly with the land markets,
indicated the increases topped 8 percent in all nine of the state’s crop reporting districts, ranging from 8.6
percent in the Southeast district to 15.9 percent in the South Central crop reporting district. Gains of less
than 10 percent were reported in only 21 counties. Seven counties had increases of more than 15 percent.
The smallest percentage increase was 3.6 percent in Marshall County, and the largest increase was 24.3
percent in Ringgold County.

The average value increased for the sixth year in a row after slight declines in 1998 and 1999. The largest
dollar increase was $540 per acre in Scott County, which also set a state record with an average value of
$4,707 per acre. Other counties with an increase of more than $400 per acre included Delaware, Marion,

Mills and Audubon.

Duffy said low interest rates were a major factor in value increases this year and were mentioned by 27
percent of those responding to the survey. Other positive factors were good crop yields, mentioned by 26
percent of the respondents; tax-free treatment of transactions involving land exchanges, mentioned by 20
percent; government programs and payments, mentioned by 16 percent; and strong investment demand,
mentioned by 12 percent.

Negative factors that worked against greater increases this year included lower current grain prices, listed by
28 percent of the respondents; the high costs of farm inputs and machinery and low profitability in general,
mentioned by 16 percent; and an uptrend in interest rates, also mentioned by 16 percent.

Duffy said he is frequently asked whether land values have peaked or whether the market is too high. He
said the answers to those questions cannot be determined from the survey, but “it does appear that these
concerns are on people’s minds. When you combine several of the similar negative factors mentioned, well
over a fourth of the respondents are concerned that the market is too high for profitable farm production,” he
said.

Duffy also noted that farmland rental rates have been increasing more slowly than land values over the past
several years. Factors that might contribute to stability in land prices include the observation that about 45
percent of the farmland in lowa is owned by people who do not live on farms, and about 19 percent of those



non-farm owners do not even live in lowa. Duffy said those factors, combined with a survey that showed
about three-fourths of lowa’s farmland is owned without debt, indicate the potential for significant land value
declines is less than it was in the early 1980s.

The survey indicated low grade land, which averaged $1,961 per acre in 2005, increased 14.5 percent over
the previous year. Medium grade land averaged $2,736 per acre, a 11.4 percent increase, and high grade
land averaged $3,511 per acre, an increase of 10.0 percent.

Forty-eight percent of the survey respondents said the number of sales this year was about the same as last
year, while 29 percent said there were more sales in 2005, and 23 percent said there were fewer sales.
Existing farmers were the buyers in about 56 percent of the transactions this year, with investors accounting
for about 39 percent of the sales, new farmers 3 percent, and other purchasers 2 percent.

About 1,100 copies of the survey are mailed each year to licensed real estate brokers, ag lenders and
others knowledgeable of lowa land values. Respondents are asked to report values as of Nov. 1. Average
response is 500 to 600 completed surveys, with 483 returned this year. Respondents provided 615
individual county estimates, including land values in nearby counties if they had knowledge of values in
those counties.

Only the state average and the averages for the nine crop reporting districts are based directly on data
collected in the survey. The county estimates are derived through a procedure that combines ISU survey
results with data from the U.S. Census of Agriculture. The ISU survey is the only one of several conducted
throughout the year that reports data for all 99 counties.

The survey is sponsored by the lowa Agriculture and Home Economics Experiment Station at ISU, with
results reported by ISU Extension. Duffy was assisted in the project this year by Darnell Smith, extension
program specialist in economics.

Additional information on the 2005 survey is available on the ISU Extension Web site at /emms/land05/
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Average Land Values By Crop Reporting District:
2005 2004  2004-2005 Change

District $/acre $/acre $ %
Northwest 3,393 3,118 274 8.8%
North Central 3,222 2,913 309 10.6%
Northeast 2,963 2,665 298 11.2%
West Central 3,048 2,728 320 11.7%
Central 3,415 3,101 314 10.1%
East Central 3,396 3,054 342 11.2%
Southwest 2,350 2,088 262 12.5%
South Central 1,793 1,547 246 15.9%
Southeast 2,483 2,286 198 8.6%
State Average 2,914 2,629 285 10.8%
By County:

2005 2004 2004-2005
County $/acre $lacre $ Change % Change
Adair 2,020 1,766 254 14.4%
Adams 1,952 1,697 255 15.0%
Allamakee 1,978 1,789 189 10.5%
Appanoose 1,455 1,270 185 14.5%
Audubon 2,824 2,421 403 16.6%

Benton 3,314 3,015 299 9.9%
Black Hawk 3,636 3,311 325 9.8%
Boone 3,597 3,284 313 9.5%

Bremer 3,345 3,027 317 10.5%
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Osceola 3,261 2,963 298 10.0%

Page 2,206 1,994 212 10.6%
Palo Alto 3,248 2937 311 10.6%
Plymouth 3,386 3,064 321 10.5%
Pocahontas 3,547 3,210 337 10.5%

Polk 3,180 2,893 288 9.9%

Pottawattamie 2,973 2,627 347 13.2%
Poweshiek 2,767 2,518 248 9.9%

Ringgold 1,494 1,202 292 24.3%
Sac 3,425 3,112 314 10.1%
Scott 4,707 4,167 540 12.9%
Shelby 2925 2,614 311 11.9%
Sioux 3,617 3,434 182 53%
Story 3,679 3,362 317 9.4%
Tama 3,015 2,760 255 9.2%
Taylor 1,791 1,629 163 10.0%
Union 1,927 1,684 243 145%
Van Buren 1,850 1,614 236 14.6%
Wapello 2,056 1,969 87 4.4%
Warren 2,716 2,395 321 13.4%
Washington 3,144 2,915 228 7.8%
Wayne 1,485 1,312 172 13.1%
Webster 3,732 3,394 338 10.0%

Winnebago 3,013 2,725 288 10.6%
Winneshiek 2,522 2,269 254 11.2%
Woodbury 2,650 2,395 255 10.7%
Worth 3,025 2,708 317 11.7%
Wright 3,707 3,358 350 10.4%



