VALUATION

Viewpoint

SHENEHON

BUSINESS & REAL ESTATE VALUATIONS

Fall/Winter 2020
Vol 25 No 3

The Complexity of Valuing Greenhouses

by Henry Walter

The experience of driving through the fall countryside
and seeing farmers tractors harvesting
crops may soon be replaced with visions of large
industrial buildings packed with fully autonomous
watering, air circulation, and advanced lighting
systems. Global food and technology changes have
accelerated this movement, which presents unique
real estate valuation challenges for appraisers.

and

According to the Food and Agriculture Organization of
the United Nation (FAO), border closures, nationwide
quarantines, and supply chain strains from the
2020 Global Pandemic have limited communities’
access to food. Additionally, the growing global
population is predicted to reach 9.1 billion people by 2050,
which the FAO predicts will necessitate an increase in food
production of 70% globally. With supply chain disruptions,
food access, and the growing global population gaining

' Natidnal Market Trends & Value Indicators

High Qual. Institut'l Grade Value A Over Past 12 Mo.

Office -8%
Mall -28%
Strip Retail -14%
Industrial 10%
Apartment -5%
Health Care -6%
Lodging -25%
Manufactured Home Park 8%
Self-Storage -5%
Student Housing -11%

YoY Change
New Housing Starts - Q3 Midwest* 26.8%
Productivity** 4.1%
U.S. Unemployment*** 92%
Consumer Confidence Index**** -19.60%

attention, entrepreneurs and investors are experimenting
with ways to maximize yields while decreasing their footprint.

Conventional farming uses manpower, heavy machinery,
and farm animals to till the soil in large agricultural fields.
Over time, this process degrades soil, depriving it of vital
nutrients and minerals required to maintain high plant
yields. Technological advancements in farming can improve
this process and produce higher yields, as demonstrated
by agricultural output in the Netherlands. A nation that is
approximately the size of Connecticut, the Netherlands is the
second largest agricultural exporter, by value, in the world
thanks to the use of high-tech greenhouses. In addition to
producing higher yields, high-tech greenhouses are more
environmental-friendly compared to conventional farming
since they use a fraction of the water, fertilizers, and land. These
facilities also benefit from lower labor and transportation
costs because they can locate closer to metropolitan areas.
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COVID-19 and Currency Circulation

by Emma Niemela

Across the United States, businesses are displaying signs
stating, “no cash”, “credit or debit only”, or “exact change
only”. These signs appeared inJuly, seemingly connected
to COVID-19. Concerned about whether cash is becoming
extinct, | investigated why these signs are appearing and
what it means for the future of coins and cash in America.

At a high-level, this issue is rooted in the national
reaction to COVID-19. Ever since March, people have
changed their habits, making efforts to stay isolated,
doing more shopping online, and using touchless
payment methods.
circulation in the United States has dramatically declined.

As a result of these actions, coin

To clarify, there is not a shortage of currency in the
United States. There is actually currently more currency
in circulation than in recent years. This is illustrated
in the following chart from the Federal Reserve Bank
of San Francisco. The chart below documents the
accelerated increase in currency issued by the Fed
beginning in March of 2020, compared to the annual
increase in currency circulation from 2017 through 2019.

information on consumer payment choices in their
supplemental Diary of Consumer Payment Choice (Diary)
which was published in July of 2020, including data from
April and May of 2020. This supplementary Diary was
created to examine consumer habits during COVID-19
because of the increased demand for currency and claims
thatconsumer paymenthabitswere dramatically changing.

The July 2020 Diary asked participants about their cash
holdings,changesinpaymentbehavior,andcashavoidance.
The Diary data supports four main conclusions: many
people did not make in-person payments, most people are
notavoiding cash, peopleare holdingmore cash, and online
payment behavior does not appear substantially different.

The participants answered questions between April 15,
2020 and May 12, 2020. During this time period, 63% of
participants reported they had not made any in-person
payments since March 10, 2020. The fact that a majority
of participants went a month, or perhaps two without
making a single in-person payment shows the dramatic
effect of initial social distancing efforts. However, it is
noteworthy that only 28% of the

Yearly Cumulative Growth of Currency in Circulation (CIC)
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total participants stated they were
avoiding cash, a much smaller
number than the 63% which had
not made in-person payments.

On average, participants carried
$81 in cash, an increase from
$69 in 2019. The average amount
of cash stored elsewhere also
rose to $483, compared to $257
in 2019. This tendency to hold
onto cash has contributed to

the fewer coins in circulation.

Sep (044 Nov D

The impact of business re-

Image: Federal Reserve Bank of San Francisco

It is important to note the above chart includes both
cash and coins. Looking specifically at coins, the U.S.
Mint has increased coin production from the 2019
average of 1 billion coins per month to about 1.6
billion coins in June and expects to produce about
1.65 billion coins monthly through the year end.

The Federal Reserve Bank of San Francisco also provided

opening is not captured well by
this data set. A majority of states
began to re-open throughout May, whereas the last
Diary participants responded on May 12. This limits the
data’'s use in predicting future habits, as the majority
of businesses were closed during the study period.

Some businesses have struggled to react to the coin
shortage, especially if their customers tend to make small-
value payments. The 2019 Diary of Consumer Payment
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