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Introduction1

In February, Ibendahl and O’Brien released a net farm income estimate for 2023 (A Preliminary
Estimate of 2022 Kansas Net Farm Income and a Projection for 2023). At that time, Net Farm
Income (NFI) was projected to be $41K for 2023. Since then, the projected NFI has come into
sharper focus with a better estimate of grain prices, cost of inputs, government payments and
production expenses.

This update to the NFI forecast incorporates those changes into the 2023 estimate and also projects
NFi for 2024. Full details of how this estimate is put together can be found in the January article
of estimating net farm income2. This forecast is for Kansas Farm Management Association grain
farms only. This September NFI estimate was first presented at the Risk and Profit conference in
August.

At this point of the year, wheat yields are known, and we have a pretty good idea of what the
yields look like for the spring planted crops. In addition, there are more months of grain prices
available. Compared to the January estimate, total revenue is slightly lower as crop insurance will
help overcome lower grain prices to some extent. Without crop insurance, grain revenue would be
much lower.

On the expense side, things have improved considerably. Fertilizers and fuel in particular have
both declined in price. Anhydrous, which at one point was near $1,500 per ton, is now less than
half that price. Herbicides have also declined by 20 percent this year. The resulting input price
declines have resulted in an improvement of around $400,000 per farm in operating expenses. The
important question for NFI estimation is whether these price declines will be seen in 2023 or 2024.
If more of the input price declines happen later rather than earlier, 2023 NFI could be lower with
2024 NFI higher.
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Results

Figure 1 shows the average actual revenues and expenses for 503 KFMA grain farms for 2022 and
2022. The table also shows the estimated 2023 revenues and expenses and the predicted 2024
revenues and expenses. Net farm income is expected to increase by 32% in 2023, from $190,000
to $250,000. Net farm income then is forecast to fall by 71% in 2024 to $73,000. However, that
last estimate is still very uncertain as the estimate includes normal rainfall and the government
payment number is unknown until county yields are reported.

Figure 2 shows the average and median as well as the 25th and 75th percentile of net farm income
for 2020 through the estimated 2024 values. The average is higher than the median as some of the
larger farms help to raise the overall average. As forecast, 2024 projections still show an average
farm earning positive NFI although it is much lower than recent years.

Figure 3 shows a cumulative distribution for the 2022, 2023, and 2024 estimated net farm incomes.
At any given NFI amount, the graph shows the percentage of farms that have that particular level of
NFI or lower. The 50-percentile point is the median level of NFI. Normally a cumulative distribution
shows a line from 0 to 100 percent to represent the entire distribution of farms. However, because
there is such a wide variation in NFI, the tails have been trimmed to highlight the main area of
the graph. As this figure shows, 30% of the farms in 2024 are expected to have a negative net farm
income.

Conclusions

Most grain farmers in Kansas should have a very profitable year in 2023 but not at the level of 2021.
The bounce back in NFI for 2023 can be attributed to lower input costs and higher crop insurance
payments as the early year higher prices should help many producers. While input prices have
been decreasing during 2023, these many not all show up until 2024. Thus, the estimate provided
here could be overestimating 2023 NFI while underestimating 2024 NFI. The major worry going
into 2024 is that 30% of Kansas grain farms could have negative net farm income. In addition, the
average NFI will be much lower. This could result in farms increasing their debt levels at a time
when interest rates could be rising.
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Figure 1: 2021, 2022, Predicted 2023 and Estimated 2024 Net farm income
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Figure 2. The 25th Percentile, the Median, the Average, and the 75th Percentile of Net Farm
Income From 507 KFMA Grain Farms

Figure 3. Comparison of 2022 NFI and Predicted 2023 and 2024 NFI for KFMA Grain Farms
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