
A Report On Farm Land Prices
During the war the farmers of the country have 

experienced a tremendous increase in total assets 
and net worth. Their assets rose from $53.8 billion 
on January 1, 1940 to $90.8 billion on January 1, 
1945, and their net worth increased from $43.8 bil
lion to $81.8 billion. In the same period total debts 
of farmers decreased from $10 billion to $9 billion. 
Thus, a decrease of $1 billion in the debt load of 
agriculture has been accompanied by an increase of 
$37 billion in total assets and $38 billion in total 
net worth.

The greatest increase in value of farm assets 
occurred in farm real estate, which has jumped from 
$33.6 billion to $50.3 billion, or a gain of $16.7 
billion. While some other items on the agricultural 
balance sheet, such as livestock, bank deposits, cur
rency, and United States Savings bonds, have shown 
considerable increase in physical volume, the amount 
of real estate has remained relatively constant, and 
its increased value is due to an increase in the in
ventory price per acre. This situation leads one to 
view the farm real estate situation with a critical 
eye. Is such a tremendous increase in dollar value 
with virtually no increase in physical volume justi
fied, and has it been accompanied by financial prac
tices that may present difficulties either to farmers 
or to lenders in the future?

RISE IN NET WORTH OF FARMERS
The accompanying chart shows what has hap

pened to the principal components of farmers' net 
worth during the war period. Three groupings of 
assets are shown: Farm real estate; livestock,crops 
and equipment ; and cash and Government bonds. 
The real estate section represents the total value of
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farm real estate, minus total farm mortgage in
debtedness. The livestock, crops and equipment 
grouping includes total value of livestock, crops on 
hand or in storage, farm equipment and household 
furnishings, less all non-real estate indebtedness. 
The cash and bonds section represents the total 
amount of cash on hand or on deposit, all Govern
ment bonds, and a small amount of cooperative 
stock held by farmers. From 1940 to 1945 the net 
worth of agriculture has increased by $38 billion or 
has almost doubled. Farm real estate less mortgage 
indebtedness has increased by $18 billion; livestock, 
equipment, etc., rose $8.8 billion, and cash and Gov
ernment bonds $11.2 billion. Although real estate 
showed the greatest dollar increase, it represented 
about 55 per cent of the total net worth of farmers 
on January 1,1945, as compared with 62 per cent in
1940. Non-real estate holdings amounted to 25 per 
cent in 1945 as against 27 per cent in 1940, while 
cash and Government bonds went up to 20 per cent 
from 11 per cent.

The figures indicate that farmers are well fixed 
from the standpoint of equities in real and non-real 
property, and are in the strongest cash position in 
their history. If the wise use of funds by farmers 
continues as during the past five years, agriculture 
should be able to face major adjustments in farm 
prices and farm production without a disastrous 
turnover in ownership such as was experienced fol
lowing previous periods of high prices and inflated 
land values.

LAND PRICE RISE IN TWO WAR PERIODS
Although farm real estate prices in all states in 

eluded in the Eighth District have shown marked 
rises during the war period, there has been a strik
ing variation in the extent of the rise among the 
several states. The accompanying chart shows the 
farm real estate price indexes for district states from 
1939 to 1945 compared with the similar period dur
ing World War I of 1914 to 1920. Average prices 
for the period 1935 to 1939 were used as the base in 
computing these indexes. It is noted that for the 
district as a whole the rate of rise for the two periods 
has been quite similar, but on a per acre price basis 
the rise during the present war has not reached the 
heights attained after World War I. Generally 
speaking, the rate of increase in land prices for the 
individual states in the district has been comparable 
to that of the World War I period, except that in 
most states the rise from 1943 to 1945 has been at 
a slower rate than from 1918 to 1920. The most
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rapid rise in farm values during the World War I 
period occurred in the two years following the 
Armistice.

The chart shows clearly that in the diversified 
areas farm real estate prices were relatively lower 
at the beginning of the war and to date have fallen 
far short of the sale prices reached during and im
mediately after World War I. On the other hand, in 
cash crop sections such as the Delta cotton areas 
and the tobacco areas of Kentucky and Tennessee, 
farm real estate prices at the beginning of World 
War II were on about the same level as at the be
ginning of World War I, and up to 1943 followed 
a very similar pattern with a tendency to fall behind 
the World War I record during the past two years. 
Missouri, which is a diversified state, reveals a situ
ation where present per acre prices are still con
siderably below the prices prevailing at the begin
ning of World War I. In Illinois, which is another 
diversiAed state, present prices are only slightly 
above those at the beginning of World War I. In 
Indiana the rise has been a little more marked. In 
Mississippi and Arkansas present prices, while con
siderably above those at the beginning of the World

War I period, have fallen during the last year con
siderably behind the World War I rate of advance. 
In Tennessee and Kentucky, the price trend during 
the two war periods has been about the same; par
ticularly in Kentucky the price rise during the more 
recent conflict has practically kept pace with the 
record established during World War I.

While in the diversiAed areas present per acre 
prices have fallen far short of equalling the record 
levels established during the World War I period 
and the rate of rise has been at a slightly slower 
rate, much of the difference in the present situation 
apparently is due to the comparatively lower levels 
on which the diversiAed areas entered the World 
War II period.

For the district as a whole, the number of trans
fers has been moderate and fairly constant from 
1941 throughout 1944. In some areas the transfer 
rate has advanced, while in others the number of 
transfers has declined. The number of resales has 
likewise not been large. Resales have averaged less 
than 10 per cent of total sales over much of the 
district with some higher tendency shown in the 
tobacco area of Kentucky. There seems to be little
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relationship between the number of transfers and 
the increase in sale price. In one area the number 
of transfers increased by about two and one-half 
times during the period, and the per acre sale price 
of the land advanced 60 per cent. In two other 
areas the number of transfers increased by 78 and 
83 per cent with respective sale price increases of 
53 and 100 per cent. On the other hand, three areas 
in the district showed decreases in the number of 
transfers of 43, 67, and 17 per cent with respective 
increases in sale price of 67, 80 and 100 per cent. 
In no part of the district does the number of trans
fers appear to have become alarmingly high.

There are a few localized areas where the price of 
farm land has increased to a marked degree. As 
indicated above, these areas are primarily in the 
Mississippi Delta cotton area, and the Kentucky and 
Tennessee tobacco area. In spite of the high prices, 
however, sales for cash generally continue high in 
number and are tending to increase. Likewise, for 
those farms where mortgages represent a portion 
of the purchase price the amount of cash paid down 
has been substantial and is tending upward. Only 
in a few areas of the district does the average dollar 
mortgage per acre on land purchased by use of 
borrowed money appear to be approaching danger
ous levels. In some instances, such borrowings 
represent amounts in excess of the average total 
sale value of land in the areas during 1941. Indi
viduals and commercial banks provide the chief 
source of the credit used by farm purchasers in the 
Eighth District.

In the general farming areas, particularly Mis
souri, Illinois, and Indiana, landlords have been the 
predominant sellers, and farmers have been the 
principal buyers. In the cotton and tobacco areas, 
however, the real estate activity has been largely a 
farmer proposition, with farmers making the major
ity of sales, as well as the majority of purchases.

A PIELD STUDY OP CONDITIONS
In order to obtain more firsthand information on 

the current situation, the writer visited four areas 
in the district where farm real estate transfers and 
prices have shown rather pronounced increases dur
ing the period 1941 to 1944, and where the use of 
credit in non-cash sales has become relatively high 
from a dollar mortgage per acre standpoint. The 
counties visited included one in the Delta area of 
Missouri, two in the tobacco section of Kentucky, 
and one in the general farming area of southwestern 
Indiana.

Before going into some of the deals reported by 
local people, a breakdown of the number of farm

transfers and the number involving credit might be 
helpful. The following table tells the story:

ACTIVITY IN FARM LANDS AND CREDIT SALES IN 
SELECTED AREAS — 1944

County

Number of 
Number o f Farms 
Transfers in 

in County 
1944 1940

Ratio of 
Transfers 
to Total 
Farms

Ratio o f 
Transfers 
Involving 

Credit 
to Total

Buyers 
Equity 

in Farms 
Purchased 

with 
Credit

Southwestern 
In d ia n a .. . . . . . .1 9 6 3,224 8.8% 3.0% 47.0%

Missouri Delta . . .  116 3,002 3.9 2.3 37.0.
Northcentral 

K entucky. . . . . .1 1 9 3,294 6.1 3.1 42.0
Southcentral 

K entucky. . . . . .  132 1,484 8.9 4.4 34.0

In general, it would appear from these data that 
the number of transfers is not unusually high, and 
that the new farm mortgages given apply to only 
a very small per cent of the farm land in the areas. 
In case of the sales involving mortgage credit a 
rather high per cent of the purchase price is paid 
in cash. On the other hand, the amount of credit 
on some of these farms, in spite of a sizable cash 
consideration, represents a high per acre Agure when 
compared to the total sale values in the area during 
the 1941 period.

THE DELTA AREA
In the Missouri Delta area local people observed 

that recent sales of rather large holdings of farm 
land by an insurance company had contributed ma
terially to the apparently high mortgage debt situa
tion. The insurance company has sold many farms 
to former tenants with a relatively small down pay
ment and at prices considerably in excess of those 
prevailing during the 1941 period. It was the feel
ing of local people that many of these farms would 
ultimately return to insurance company ownership 
via the foreclosure route. These transactions have 
tended to magnify an otherwise nominal debt situ
ation in the area. In a number of other instances 
where credit was involved in the Missouri Delta 
area, individuals appear to have advanced much of 
the money. In other cases individual sellers who 
are fairly well-to-do prefer to sell land with less 
than a 30 per cent down payment and take a mort
gage for the balance. This enables the seller to 
amortize the capital gains over a period of years as 
additional principal payments are received. The 
total income tax liability is therefore much less than 
if 30 per cent or more of the purchase price were 
accepted in cash.

Other cases were reported where present land 
holders who wanted to increase their holdings, but 
who did not wish to assume the responsibility of 
operating additional land under present conditions 
of short labor supply, were willing to loan up to the
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total purchase price of farms which they would 
eventually like to own. In these transactions both 
the buyer and the seller are assuming unusual risks. 
The buyer, while making only a small down pay
ment percentagewise, in many instances is tieing 
up his entire life savings in a recognized gamble. If 
good fortune favors him there is a chance of ulti
mate ownership of the land. However, if fortune 
frowns, his life's savings may be gone and he will 
return to his former status as a tenant or a share
cropper, a position from which he has risen only 
during the last four or five years of favorable crops 
and prices. The creditor, on the other hand, in ad
vancing a high per cent of the purchase price has a 
feeling that probably the next few years will enable 
the borrower to make a rather sizable reduction in 
the debt, but that in all probability eventual owner
ship of the land will be realized by the creditor. 
Here again an element of gambling enters. If the 
borrower is unusually fortunate and retires the debt, 
the creditor will have received a good return on his 
investment. On the other hand, if after a substantial 
reduction in the debt has been made the creditor is 
obliged to take over the land, ownership will prob
ably come at a time when the problems of operation 
are less perplexing than at present. Also, the small 
down payment plus probable further reduction in 
the principal balance will enable the lending indi
vidual to assume ownership at a much more favor
able per acre outlay than would be possible by out
right purchase at present prices.

Local observers believe that when prices of land 
recede to around the outstanding debt level little 
effort will be made by the shoestring purchasers to 
continue ownership of the land. This is particularly 
true since many of these purchasers are former 
tenants and sharecroppers who in the past have had 
little occasion to feel pride in the farm home, and 
who are not likely to attempt to carry on when sale 
prices fall to or below their mortgage indebtedness. 
It is encouraging, however, that comparatively few 
farmers, when the over-all situation is viewed, are 
as yet involved in this type of transaction. The 
unusually favorable cotton price situation has been 
largely responsible for the increase in farm land 
prices in the Delta area. From the Delta investor's 
viewpoint the present situation is attractive. On 
the good Delta lands, with average crop yields, the 
landlord can expect with present prices a return of 
from $15 to $25 an acre without advancing anything 
except the land, and taking the customary landlord's 
share of the crops.

The fallacy of investing a life's savings in mini

mum payments towards farm ownership may be 
brought home to recent buyers in the Delta area 
during 1945. Much of the area is experiencing un
usually poor crops and it is the opinion of many 
local people that some shoestring sales may revert 
to the original owner or the creditor before the end 
of the year. This is because many purchasers of 
this type do not have sufficient backlog of reserves 
even to carry over one crop failure.

THE TOBACCO AREA

In the tobacco section of the district, increase in 
land prices has been even more pronounced than in 
the cotton area. The attitudes regarding both pur
chases and credit transactions, however, are dif
ferent. Sales and purchases in the tobacco area have 
been made primarily by farmers. Many of the pur
chasers are former tenant farmers who have accum
ulated rather sizable reserves during the recent 
years of unusually favorable tobacco yields and 
prices. The general feeling among local people is 
that, while the price of land has increased to infla
tionary levels, most farm purchasers will be suc
cessful and ultimately become farm owners. The 
gambling spirit is not so evident here as in the 
Delta. Farm purchases are being made with a 
sincere desire for farm and home ownership, and 
most transfers include sufficient cash to make ulti
mate debt-free ownership a strong possibility. More
over, the tobacco outlook appears more favorable 
than that for cotton.

From the standpoint of total farms in the Ken
tucky areas, a relatively small per cent are being 
transferred under credit consideration, and on an 
average a third or more is being paid down by the 
purchaser. There are, however, individual instances 
where both buyer and creditor are assuming rather 
dangerous risks. An example of this sort of trans
action is a reported case of a tenant farmer with 
$1,500 cash who bought a tract of land for $6,000 
on which he desired a $4,500 loan. The loan was 
made by a commercial bank with the understanding 
that the borrower would subsequently apply for 
refinancing from the Federal Land Bank. The Land 
Bank made two appraisals of the land. The first 
resulted in an offer to extend total credit of $1,800 
on the land, and the second appraisal raised the 
commitment to a maximum of $2,200. The Land 
Bank's commitments were made on the basis of a 
normal appraised value. The farm is small, and 
the land poor. The buyer has little backlog outside 
the $1,500 making up the down payment. There is 
faint hope that the buyer can ever realize owner
ship of the farm, and there is rather strong likeli
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hood that the lender will eventually assume an 
asset on which there is strong possibility of a net 
loss. While the above example represents bank 
credit, most of the shoestring credit deals are being 
financed with non-bank money. Banks generally 
are taking a very realistic approach to the situation.

Another reported example of unusual farm sales 
in the tobacco area is a farm purchased some years 
ago for $9,000 and recently sold for $18,000. The 
buyer in turn sold the farm for $24,000, and it was 
more recently resold at a price which was undis
closed but which was said to reflect a tidy profit for 
the last seller. This type of transaction appears to 
be the exception, not the rule, and this particular 
series of resales represented cash deals throughout.

In the tobacco area, as in the cotton area, while 
some individual cases are rather alarming, they rep
resent an insignificant percentage of the total farm 
real estate in the area. Here again the sharp farm 
land price increases can be traced to the very favor
able combination of good crops and unusually high 
prices for tobacco in recent years. There is appar
ently a strong demand for farms with limited sup
ply, which tends to push up further the prices of 
those offered for sale.

The writer attended a farm real estate auction in 
which a 785 acre tract was sold at public auction in 
five individual parcels. The tract had been in one 
family for one hundred years or more, and had not 
received good care. The buildings were in a very 
bad state of repair, and the land showed definite 
marks of over-cropping and poor management. A 
portion of the land had naturally fertile soil, but a 
rather sizable portion was white land, which is 
naturally poor and unproductive. The entire tract 
sold for a total of approximately $64,000, or about 
$80 per acre. The consensus of opinion of those 
attending the auction was that even under present 
conditions the land should have sold for an average 
of not more than $60 per acre. A  number of people 
who are intimately acquainted with the family which 
sold the land indicated that the sale netted approx
imately $20,000 in excess of what was expected. 
This farm sale is representative of a situation that 
is bound to develop where the demand for farms is 
high and the supply relatively small. A good 
tobacco base and some good timber were contrib
uting factors to the high sale price.

It was indicated by local observers that a number 
of sales in Kentucky have been made by farmers 
who were not wholly aware of the current situation 
and who accepted without study what appeared to 
be a high first offer for their farms. After the sales

were made, however, and the sellers attempted to 
acquire new farms they found that they had to pay 
prices in excess of what had been received.

A GENERAL FARMING AREA
The other area visited was a general farming 

section of southwestern Indiana. The record indi
cated a rather alarming situation because the num
ber of transfers in 1944 exceeded by two and one- 
half times the number in 1941, and banks were ex
tending most of the new mortgage credit. An on- 
the-spot check, however, revealed a somewhat dif
ferent situation than one might assume from the 
statistics. Local people who are in a position to 
know conditions were of the opinion that a rela
tively small amount of farm land is selling and that 
most sales have been made at a price that would 
enable the purchaser to realize ownership without 
undue hardship. Relatively few established farms 
have been sold or are for sale. Some of the trans
fers that had been reported, however, were made 
by a Government corporation liquidating a rather 
vast holding of land that was purchased some years 
ago. Sale of this land has been slow, and the sales 
made have realized little in excess of the original 
purchase price. This is probably due to the fact, 
however, that in all sales the Government retains 
full mineral and oil rights to the land. The area has 
a highly diversified agriculture, and there is no 
specialized cash crop which might be especially 
vulnerable in the postwar period.

As in the other areas visited there were a few 
instances where sale prices appeared to be unreason
ably high and where credit appeared to be excessive. 
For example, one farm of 112 acres in the area was 
purchased by a city buyer in 1940 for $6,800. The 
buyer later determined that he had purchased pri
marily clay land of very low productivity. He con
cluded that he had acquired an asset that would be 
almost impossible to liquidate without loss. In the 
spring of 1945, however, an anxious prospective 
purchaser approached him with an offer of $10,000. 
The city farm owner almost said "yes" but countered 
with a price of $12,000. After some bargaining the 
bid was raised to this amount. A bank loan of 
$8,500 was made in connection with the purchase. 
Here again is an individual case where there is good 
possibility that the buyer will ultimately lose a life's 
savings, and where the creditor may be forced to 
assume ownership of a farm on which loss will be 
suffered. Examples of this kind are rare, however, 
and the number of farms being sold on this basis is 
insignificant. Although banks apparently are mak
ing more loans than any other class of creditor, the
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bank loans in genera! are being made on a conser
vative basis. Sixty-six per cent of the transfers 
represent cash sales, and of those being purchased 
on credit an average of 47 per cent of the purchase 
price is being paid down by the buyer.

SUMMARY AND CONCLUSIONS
Farm real estate prices in the Eighth District 

have shown significant rises which in many cases 
have brought the sale price to an amount greatly in 
excess of what is generally accepted as normal 
value. Land prices have reached inflationary levels 
in certain specialized cash crop areas, but in many 
of the general farming areas prices arc not substan
tially above normal levels. The number of transfers 
and the number of resales have not been alarming. 
Although in individual cases excessive lines of 
credit have been advanced in connection with farm 
sales, the percentage of total farms in the district 
on which excessive lines of credit are involved is 
quite small. The price rise has been the result of 
the favorable general farm income situation and of 
unusually favorable prices for certain specialized 
crops such as tobacco and cotton. The demand for 
farms in most areas is high, and the supply being 
offered for sale is relatively low. This situation 
exerts a further rising influence on farm land prices. 
The very favorable financial position of agriculture 
as a whole is reflected in farm transfers within the 
district since a high per cent of the sales represent 
strictly cash transactions and in those transfers in
volving credit the buyer's equity is substantial.

In spite of individual reports of speculative farm 
sales, of inflated credit transactions, and over-all 
substantial rise in farm land prices, the debt posi
tion of the average Eighth District farmer continues 
favorable. The large amount of educational infor
mation regarding the dangers in high farm prices 
and unwise borrowing, which has been distributed 
by Government agencies and commercial institu
tions, appears to have been quite effective. The 
program has been particularly effective in causing 
farmers to exercise restraint in the use of farm 
mortgage credit. It has been less effective in pre

venting farm land price rises.
There are many factors in existence today which 

might be expected to encourage reckless use of 
borrowed money for farm purchases. These factors 
include such things as the unusually high income 
of farmers, the enormous supply of funds available 
for loans, the generally lower interest rates, more 
general amortization of farm mortgage loans, and 
the preference of some sellers to minimize income 
tax liability through credit sales with less than 
thirty per cent of the purchase price paid down. On 
the other hand, the sobering results of the farm land 
inflation during and following World War I, and 
the educational program referred to above, have 
tended to temper the enthusiasm of both borrower 
and lender during the present period of good crops 
and high prices.

Up to the present time, therefore, the farm reai 
estate situation has not got out of hand in the 
Eighth District. Speculative credit transactions 
which may result in disaster are confined to a rela
tively few people. The forces which could touch 
off a truly speculative movement, however, continue 
to be present and could become increasingly active 
in the immediate future. The high demand for farm 
products may continue for some time, and the Gov
ernment guarantee of many farm prices for two 
years after January 1 following the ofRcial declara
tion of the end of the war emergency, coupled with 
reserves in agriculture, could still produce a dis
astrous inflation in farm real estate prices and lead 
to an unwarranted expansion of farm real estate 
credit. The informational program which has been 
so effectively carried out thus far should be con
tinued with increased vigor until such time as this 
danger is past.

District banks generally are taking a realistic 
view of values in extending farm mortgage credit. 
In so doing they are maintaining a position that 
will enable them to serve the legitimate credit needs 
of agriculture in the postwar period when prices of 
farm land and farm products adjust to more normal
*^els Darryl R. Francis

CURRENT CONDITIONS
(Continued from Page 1)

Generally speaking, war supply contracts have 
tended to be concentrated in areas which were fairly 
well industrialized prior to the war. At the begin
ning of the defense-war program strong efforts were 
made to decentralize war production and new in
dustrial facilities, both for reasons of military secur

ity and of tapping surplus labor supplies. Despite 
these efforts, however, war supply contracts flowed 
in ever-increasing volume to the major industrial 
centers of the nation. The areas listed by the 
War Production Board as major war manufactur
ing centers include 221 counties. These counties in 
1939 produced 74 per cent of the total value of man
ufacturing. They received more than 88 per cent
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