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Current Lending Environment
Borrowers 
Lenders

Current Situation: Financial Reporting  & Credit 
Analysis

Analysis Tool
Repayment Risk Analysis
Sensitivity Analysis

Keys to Reducing Repayment Risk in a Variable 
Price Environment 

Questions and Answers



ÁGenerally Profitable 2006-2013 Period for 

Grain Operations, BUT more Variable 

ÁRapid Depreciation Methods

ÁRelatively Low Interest Rates

ÁIncreasing Land Values







Central , IL

2006 2007 2008 2009

Capital Purchases $46,416 $71,214 $107,446                  $107,794

Per Acre $39 $57 $85 $85

2010 2011 2012

Capital Purchases       $102,260 $144,054 $146,562

Per Acre $82 $113  $115   







ÁRelatively High Levels of Liquidity
ÁRelatively Low Loan Demand
ÁRelatively Low Loan to Asset Ratios
ÁRelatively Low Interest Rates
ÁDecreasing Net Interest Margins (NIM)
ÁPressure on Earnings
ÁȰToo Many Lenders Chasing Too Few 
1ÕÁÌÉÔÙ ,ÏÁÎÓȱ



ÁBalance Sheet

ÁCash Flow

ÁIncome Statement

Current Situation:  Financial Reporting  and 
Credit Analysis



Data:
Á Indiana Producers
Á 72 Farms
Á 2005

Results:
Á Record-keeper
ÅRespondent or Spouse 78%
ÅOther Family Member 18%

Á Primary Reason to Keep Records
ÅIncome Taxes 99%

Á Prepare Balance Sheet 80%
Á Own a Computer 96%
Á Use Computer for Record-Keeping 87%
Á Used Accrual Accounting to Measure Profitability21%



Data

Á Illinois FBFM

Á 1045 Farms

Á 2002 -2006

Á Asset Valuation:  Market

Á Income Statements:  Schedule F Cash Basis 

and Accrual -adjusted



Year Median Absolute Difference:
(Accrual-Adjusted ɀschedule F)/ 
Accrual-Adjusted

2002 16,820 56%

2003 31,351 61%

2004 43,223 63%

2005 23,445 52%

2006 45,510 63%



Years
Averaged

Median Absolute Difference
(Accrual-adjusted ɀSchedule F)/ 
Accrual-adjusted

2002-04 $26,726 52%

2003-05 $30,817 52%

2004-06 $34,770 54%

5-Year

2002-06 $28,253 52%



Median AbsoluteDifference:
Annual Gross Revenue Growth Rate 2002-06

Years
Averaged

Less than 5% 5-10% Greater than 10%

2002-04 46% 51% 54%

2003-05 41% 49% 58%

2004-06 41% 50% 61%

5-Year

2002-06 39% 52% 55%



Median Absolute Difference:
Debt-to-Asset Levels

Years
Averaged Less than 20% 20-40%

Greater than
40%

2002-04 44% 56% 60%

2003-05 45% 56% 61%

2004-06 47% 57% 63%

5-Year

2002-06 44% 55% 60%







ÁBeginning Balance Sheet

ÁEnding Balance Sheet

Á Income Tax Return

Schedule F

Form 4797



Á Spreadsheet

ÁWebsite Address:

Á www.agecon.purdue.edu/files/EC712.xls x

http://www.agecon.purdue.edu/files/EC712.xls


ÁWebsite Addresses:

www.farmdoc.illinois.edu/finance/benchmark_pdf

www.iowafarmbusiness.org/PRES10/2010

www.northlandfbm -morehead.com/reports

http://www.farmdoc.illinois.edu/finance/benchmark_pdf
http://www.iowafarmbusiness.org/PRES10/2010
http://www.northlandfbm-morehead.com/reports


Á0ÏÓÓÉÂÉÌÉÔÙ ÏÆ ÔÈÅ Ȱ7ÅÁÌÔÈ %ÆÆÅÃÔȱ
ÁVolatility in Prices, Input and 

Output
ÁIncreased Family Living Expenses
ÁIncreased Term Debt Repayment 

Requirements
ÁNeed to Prepare for Contingencies
ÁNeed to Evaluate Alternatives



Áñéemerges as farm households and enterprises use 

wealth to finance investments over time.ò

ÁñDuring less-profitable times, instead of allowing 

investments to fall with profits, farmers tap 

éexisting wealth to finance and maintain écapital 

investments near previous levels.ò

Source:  Henderson and Kauffman, ñThe Wealth Effect in U.S. 

Agricultureò, The Main Street Economist, Federal Reserve Bank of 

Kansas City, Issue 1, 2013.










