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Financial ratio analysis is a quantitative method of evaluating a farm or 
company’s
financial health and performance. It is a major component of fundamental 
equity 
analysis. 

In agriculture there are 17 (formerly 21) widely accepted and utilized financial 
ratios falling into 
1 of 5 different categories recommended by the Farm Financial Standards 
Council
(FFSC). 

Categories Include:
1: Liquidity – Balance Sheet
2: Solvency - Balance Sheet
3: Profitability – Income Statement
4: Repayment Capacity – Cash Flow Statement
5: Financial Efficiency – Financial Statements



Farm Name ND non-RRV Year 2023
Liquidity Farm Rating Vulnerable Stable Strong

1.3 2.0
Current Ratio 2.07 2.07

10% 30%
Working Capital to Gross Revenue 49.2 % 49.2

20% 40%
Working Capital to Operating Expense 64.3 % 64.3

Solvency Farm Rating Vulnerable Stable Strong
60% 30%

Debt-to-Asset Ratio 37 % 31
40% 70%

Equity-to-Asset Ratio 69 % 69
1.5 0.43

Debt-to-Equity Ratio 45 % 0.45

Profitability Farm Rating Vulnerable Stable Strong
4% 8%

Rate of Return on Farm Assets 2.9 % 2.9
3% 10%

Rate of Return on Farm Equity 1.7 % 1.7
15% 25%

Operating Profit Margin 8.5 % 8.5
30% 45%

Asset-Turnover Rate 27.8 % 27.8



Repayment Capacity Farm Rating Vulnerable Stable Strong
1.10 1.50

(Total) Debt Coverage Ratio 1.5 1.5

1.10 1.50

Replacement Margin Coverage Ratio 1.04 1.04

1.25 1.75

Term Debt & Finance Lease Coverage 
Ratio 1.66 1.66

Financial Efficiency Farm Rating Vulnerable Stable Strong
80% 60%

Operating Expense Ratio 76.5 % 76.5

10% 5%

Depreciation Expense Ratio 8.2 % 8.2

10% 5%

Interest Expense Ratio 5.0 % 5.0

10% 20%

Net Farm Income Ratio 11.4 % 11.4



Farm Name RRV Year 2023

Liquidity Farm Rating Vulnerable Stable Strong
1.3 2.0

Current Ratio 2.23 2.23
10% 30%

Working Capital to Gross Revenue 43.4 % 43.4
20% 40%

Working Capital to Operating Expense 58.7 % 58.7

Solvency Farm Rating Vulnerable Stable Strong
60% 30%

Debt-to-Asset Ratio 39 % 39
40% 70%

Equity-to-Asset Ratio 60 % 60
1.5 0.43

Debt-to-Equity Ratio 0.68 0.68

Profitability Farm Rating Vulnerable Stable Strong
4% 8%

Rate of Return on Farm Assets 6.1 % 6.1
3% 10%

Rate of Return on Farm Equity 7.4 % 7.4
15% 25%

Operating Profit Margin 15.0 % 15.0
30% 45%

Asset-Turnover Rate 40.8 % 40.8



Repayment Capacity Farm Rating Vulnerable Stable Strong

1.10 1.50

(Total) Debt Coverage Ratio 2.16 2.16

1.10 1.50

Replacement Margin Coverage Ratio 1.57 1.57

1.25 1.75

Term Debt & Finance Lease Coverage Ratio 2.34 2.34

Financial Efficiency Farm Rating Vulnerable Stable Strong

80% 60%

Operating Expense Ratio 73.8 % 73.8

10% 5%

Depreciation Expense Ratio 5.2 % 5.2

10% 5%

Interest Expense Ratio 3.8 % 3.8

10% 20%

Net Farm Income Ratio 17.2 % 17.2



Valley vs. Non-Valley Financial Scorecard 2023
RR Valley Non Valley

Current Ratio 2.23 2.07
Working Capital to Gross Revenue 43.4% 49.2%
Working Capital to Operating Expense 58.7% 64.3%
Debt-to-Asset Ratio 39% 31%
Equity-to-Asset Ratio 60% 69%
Debt-to-Equity Ratio 0.68 0.45
Rate of Return on Farm Assets 6.1% 2.9%
Rate of Return on Farm Equity 7.4% 1.7%
Operating Profit Margin 15% 8.5%
Asset-Turnover Rate 40.8% 27.8%
(Total) Debt Coverage Ratio 2.16 1.5
Replacement Margin Coverage Ratio 1.57 1.04
Term Debt 2.34 1.66
Operating Expense Ratio 73.8% 76.5%
Depreciation Expense Ratio 5.2% 8.2%
Interest Expense Ratio 3.8% 5.0%
Net Farm Income Ratio 17.2% 11.4%



Gross Cash Income Per Farm
N.D. Farm Business Management Education Program
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Net Farm Income (Accrual) Per Farm
N.D. Farm Business Management Education Program, State Average

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
20% Low Profit (110,282) (141,049) (41,364) (68,031) (43,700) (96,157) (48,488) 27,671 (1,409) (176,257)
Middle 60% Profit 60,113 23,278 88,621 59,071 85,076 48,615 118,208 262,188 253,784 73,462
20% High Profit 310,010 214,214 406,621 328,621 365,638 317,478 529,298 1,163,679 1,275,659 613,924
Average All Farms 76,404 28,600 126,752 88,026 116,227 74,100 176,038 408,835 430,678 139,574
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Financial Efficiency Measures
(As Percent of Gross Revenue)
N.D. Farm Business Management Education  Program

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Operating Exp % 77.1 81.1 70.8 75 73.6 77.7 69.4 57.8 61 77
Depreciation % 8.6 10 8.4 8.5 7.8 8.6 8.1 6.7 7.2 7.6
Interest Exp. % 4.1 4.7 4.3 4.6 4.8 5.4 4.3 3.1 2.7 5
Net Farm Inc. % 10.3 4.2 16.4 11.8 14 8.3 18.3 32.5 29.1 10.2
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Total Farm Assets and Liabilities
N.D. Farm Business Management Education Program

2013 2014 2015 2016 2017 2018 2019 2021 2022 2023
Farm Assets 2,020,027 1,894,288 1,928,477 1,958,439 1,916,310 2,051,129 2,612,371 2,956,850 3,405,319 4,079,752
Farm Liabilities 819,728 813,541 810,793 797,601 845,018 899,340 1,026,200 1,134,578 1,171,695 1,406,870
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Profitability Measures Per Farm
N.D. Farm Business Management Education Program

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Rate of Return on Assets 2.4 0.5 5 3.2 4.5 2.3 5.9 13.1 11.6 3.1
Rate of Return on Equity 1.7 -1.7 5.8 2.7 4.6 0.6 7.1 17.3 15.9 2.1
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Statewide Net Return per Beef Cow

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Avg. Net Return 12.11 -12.8 113.2 167.3 171.7 241.8 659.2 287.6 60.06 184.5 118.0 49.68 31.45 -14.7 104.4 373.2
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Top Family Living Expense Items 2023
 Medical Care, Health Insurance, 
 $17,543 – 19.2 %

 Miscellaneous
 $10,414 – 11.4%

 Food and Meals
 $11,310 – 12.4%

 Household Supplies
 $13,048 – 14.3%

 Personal Care
 $4,580 – 5.0%

 Utilities
 $4,240 – 4.65%

 Recreation
 7,060 – 7.8 %

 Total Family Living
 $91,063



Household and Personal Expenses
N.D. Farm Business Management Education Program

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Income Taxes 23,221 18,015 14,097 15,869 13,835 13,667 14,908 14,083 20,672 21,527
Life Insurance 2,495 2,473 2,834 3,416 2,667 2,702 3,173 4,396 4,269 4,544
Furnishings & Vehicle 3,829 2,928 3,404 6,221 3,354 2,718 4,857 3,851 10,501 12,052
Family Living 69,056 63,300 60,857 67,762 61,352 62,951 71,664 79,764 81,286 91,063
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USDA, FAPRI-UM, Minneapolis Fed  Outlook



Agricultural interest rates from the Federal Reserve Bank of Minneapolis' quarterly survey of 
agricultural credit conditions

Operating Machinery Real estate

Fixed Var. Fixed Var. Fixed Var.

Q3-22 October 6.5 6.3 6.2 6.1 5.9 5.8

Q4-22 January 7.7 7.6 7.3 7.3 7.0 7.0

Q1-23 April 8.1 8.0 7.6 7.6 7.3 7.4

Q2-23 July 8.5 8.5 7.9 8.0 7.5 7.5

Q3-23 October 8.8 8.7 8.3 8.2 7.9 7.9

Q4-23 January 8.8 8.7 8.3 8.3 8.0 8.0

Q1-24 April 8.6 8.6 8.2 8.4 7.9 8.0

Q2-24 July 8.8 8.7 8.4 8.5 8.0 8.1

Source: Minneapolis Federal Reserve, “Farm Finances Weakened During Growing Season, Second
-quarter 2024 ag. credit conditions survey. Joe Mahon, Sept 30th 2024



State Fact SheetAgricultural credit conditions surveySecond-quarter 2024Note: The Upper Peninsula of Michigan is not part 
of the survey.

MN MT ND SD WI Ninth District
Percent of respondents who reported decreased levels for the past three months compared with the same period last 
year:
Rate of loan 
repayments 33 – 15 20 – 22

Net farm income 100 17 77 60 50 76
Farm household 
spending 17 – 15 10 50 15

Farm capital 
spending 58 17 46 40 100 49

Loan demand 29 – 15 10 50 20

Percent of respondents who reported increased levels for the past three months compared with the same period last year:

Loan renewals or 
extensions 42 17 31 10 50 31

Referrals to other 
lenders 13 – – – – 6

Amount of 
collateral 
required

13 – 17 20 – 13

Loan demand 46 50 54 20 50 44
Source: Minneapolis Federal Reserve, “Farm Finances Weakened During Growing Season, Second
-quarter 2024 ag. credit conditions survey. Joe Mahon, Sept 30th 2024



State Fact Sheet - OutlookAgricultural credit conditions surveySecond-quarter 2024Note: The Upper Peninsula of Michigan is not part of the 
survey.

MN MT ND SD WI Ninth District
Percent of respondents who expect decreased levels for the next three months:
Rate of loan 
repayments 38 – 8 20 – 22

Net farm income 96 17 69 90 50 78

Farm household 
spending 29 – 23 50 50 29

Farm capital 
spending 75 – 38 70 50 13

Loan demand 21 – – 10 50 13

Percent of respondents who expect increased levels for the next three months:

Loan renewals or 
extensions 50 – 23 20 – 31

Referrals to other 
lenders 8 – – – – 6

Amount of 
collateral required 13 – – 20 – 11

Loan demand 50 33 62 40 50 49

Source: Minneapolis Federal Reserve, “Farm Finances Weakened During Growing Season, Second
-quarter 2024 ag. credit conditions survey. Joe Mahon, Sept 30th 2024



2023 and 2024(projected) Cash Receipts for Crops and Livestock













Average net cash farm income for farm businesses specializing in crop production, 2024F compared with 2023

Farm specialization Average NCFI, 2024F Change in average NCFI, 2023–2024F

Dollars (per farm) Percent
Cotton 286,900 –26
Corn 142,400 –36
Wheat 55,600 –48
Soybeans 60,000 –38
Specialty crops 1/ 259,400 –9
Other crops 65,000 –21

Average net cash farm income for farm businesses specializing in animals/animal products production, 2024F compared with 2023

Farm specialization Average NCFI, 2024F Change in average NCFI, 2023–2024F

Dollars (per farm) Percent
Dairy 552,000 51
Hogs 218,300 14
Poultry 147,100 15
Cattle/calves 56,600 13
F = forecast. NCFI = net cash farm income.
Source: USDA, Economic Research Service, Farm Income and Wealth Statistics data product, Farm business average net cash income by 
commodity specialization and region. Data as of September 5, 2024.







University of Missouri FAPRI Net Farm 
Income Forecast



North Dakota Land Values Discussion

Cropland Prices up 11.59% moving above $3,000 per acre for the first time to $3,174

Cropland Prices in ND up over 39% since 2021

Rents up 3.7% in 2024 to $78.70 per acre
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Crop Land in Farms Across ND 2023

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Share Rent 213 202 159 157 153 137 136 138 131 145 119 101 103 92 94 81 82 62 86 72
Cash Rent 1065 1088 1114 1209 1223 1273 1261 1243 1,207 1,213 1,244 1,254 1,303 1,403 1,462 1,608 1,656 1,544 1,694 1,702
Owned 521 511 507 514 534 515 499 513 511 524 529 483 473 442 416 458 508 456 521 480
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Acres owned as a percentage of total acres 
farmed
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North Dakota Cropland Rents up 13.9% Since 2021, Up 3.71% in 2024



ND Cropland Prices Up 39.6% Since 2021, up 11.59% in 2024
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As of Oct 14th CD Rates Offered by 
Edward Jones, 10 yr Treasury

Term Annual Percentage Yield* (%)

3-month 4.55%

6-month 4.20%

9-month 4.20%

1-year 4.00%

18-month 3.90%

2-year 3.90%

30-month N/A

3-year 3.85%

4-year 3.75%

5-year 3.75%

7-year 3.85% (Navy Federal Credit Union)

10-year Treasury Yield 4.118% 



Conversation on Succession Planning
 As of 2022, the average age of a U.S. Farmer is 58.1 Years old



Succession Planning vs. Estate Planning

 Estate planning pertains mostly to ownership of assets
 Deals more with personal will, trusts, and advance directives. 

 Succession Planning, focuses on how a business moves on as the current 
manager phases out
 Who will make marketing decisions?

 Who/how are production decisions made?

 Will there be differing production task responsibilities?

 How will the current manager be phased out and over how long?

 How might heirs handle other heirs who want to sell their share of ownership?



NDSU Succession Planning Program

Design Your Succession Plan is a multi-session workshop to help you:

Get started on a succession plan using 
a workbook during and after the workshop

Open lines of communication with family to create
a shared vision for the family business

Work with professionals to construct a plan 
and documents to put the family’s vision into action



NDSU Succession Planning Program Overview 
https://www.ndsu.edu/agriculture/extension/programs/design-your-
succession-plan
 Module 1: Starting Your Succession Plan

This module defines succession planning and highlights the importance of developing a plan and starting 
early. It includes tools for getting started and defines the language of succession planning.

 Module 2: Determining What You Want
Participants are encouraged to identify what is important to them and what they want to accomplish with 
their succession plan. They also are encouraged to determine what is realistic or possible. Will they be passing 
along assets or a business?

 Module 3: The Next Generation and Your Legacy
Participants look to the next generation who will follow them on the farm or ranch. Will the successors take 
over a business? Will they be leasing the land? Will they be buying the land? This module helps participants 
learn how to identify, select and mentor a successor who will acquire the skills needed to continue the 
farm/ranch business successfully.

 Module 4: Family Meetings and Conversations
Good communication is key to a successful succession plan. Participants explore guidelines for planning and 
holding family meetings. They also will learn how to gather information to ensure they make the best decisions 
and how to discuss even the toughest issues in succession planning.

 Module 5: Choosing and Working With Professionals
Participants explore how to identify, choose and work with needed professionals to develop and implement a 
farm/ranch succession plan.



Concluding Remarks
 The ag economy continues to trend downwards with the fall in most major 

crop commodities
 Production costs have come down some, but remain elevated relative to a few 

years ago

 Livestock income has helped support the decline overall, but that comes as little help 
for crop farmers

 While assets have increased, that is almost entirely due to land price appreciation

 Land prices have move upwards sharply but have shown some signs of 
weakness recently
 Rents continue to climb but at a much slower pace over the years

 Farm transition planning is very important
 No one likes to think about the future and mortality, but putting off having a solid 

succession plan invites many of the transition problems we are all too familiar with
 NDSU offers succession planning workshops and training for farm families across the 

state



Thank You!

Bryon Parman
701-231-8248
Bryon.Parman@ndsu.edu


