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Farmland Markets ςInteresting times indeed
Purpose:

ÅIdentify factors that led to 
the recent massive increases in 
values and rental rates. 

ÅInterpret current and future macro-
market events, and future impacts.

ÅDiscuss what is new, what is the 
same, and what is still unknown 
in farmland markets?

ÅReview results of 
Survey of Farmland Managers
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The Usual Suspects, and Some New Actors

ÅCommodity/Ins. Prices

ÅInterest rates/spreads

ÅInflation now/future prospects

ÅInternational trade/conflicts

ÅPolicy and Farm Bill focus

ÅTechnology innovations

ÅCarbon/Climate/Conservation

ÅConsumer preferences for food attributes

ÅPandemic impacts/structuralresponse(?)

ÅCrop Insurance changes/conservation tie

ÅAlternative investment characteristics

ÅROW Demand expansion and 
demographic patterns through time



.ǊƛŜŦ IƛǎǘƻǊȅ ƻŦ ¢ƛƳŜ Χ

ÅIncreased commodity and input prices, long-term 
demand growth and world incomes.

Ex-US drivers for US asset values?  How will these register?

ÅMassive support and fiscal stimulus payments, changing 
food preferences, and interest rate market interventions 
at unprecedented scale ςάǘƻ ƛƴŦƛƴƛǘȅ ŀƴŘ ōŜȅƻƴŘέ. 

Length of continued intervention?  
IRA, and more election year spends  



.ǊƛŜŦ IƛǎǘƻǊȅ ƻŦ ¢ƛƳŜ Χ
ÅInflation in Ag input prices, and energy remain, but debate about 
άƭŀƴŘƛƴƎέ ƛƴŦƭŀǘƛƻƴ ǊŜƳŀƛƴǎΦ  !Ǝ ŀǎǎŜǘǎ ǇƻǎƛǘƛǾŜ ƛƴŦƭŀǘƛƻƴ ǊŜǎǇƻƴǎŜΦΦΦ
-Fed and ROW ability to manage growth, Central bank coordination?

ÅChanged (?) policy targets and priorities; low concern about spending
-Eco-ǎŜǊǾƛŎŜ ǇŀȅƳŜƴǘǎΣ άǇǊŀŎǘƛŎŜέ ƛƴŦƻǊƳŀǘƛƻƴ ƛƴ ŘƻǿƴǎǘǊŜŀƳ ŘŜƳŀƴŘΚ

ÅLƴǘŜǊŜǎǘ wŀǘŜǎ ǾǎΦ /ŀǇ wŀǘŜǎ ŀƴŘ άƛƴŎƻƳŜ ƳǳƭǘƛǇƭŜέΣ Ŝǉǳƛǘȅ ƳŀǊƪŜǘǎ
-Farmland as an asset class, institutional role, 
buying appreciation instead of multiples of income



Farmland % increases (mid-year USDA estimates)
Cropland %Price Change 2021-2022



Farmland % increases (USDA 2-year estimates)
Cropland %Price Change 2020-2022



Federal Reserve Bank of Chicago, AgLetter: August 2022, David Oppedahl

April 1, 2022
to

July 1, 2022

July 1, 2021
to

July 1, 2022

Illinois 0 +18

Indiana +1 +25

Iowa +4 +26

Michigan * *

Wisconsin ς1 +13

Seventh
District

+2 +22

tŜǊŎŜƴǘ ŎƘŀƴƎŜ ƛƴ ŘƻƭƭŀǊ ǾŀƭǳŜ ƻŦ άƎƻƻŘέ ŦŀǊƳƭŀƴŘ

Top: April 1, 2022 to July 1, 2022
Bottom: July 1, 2021 to July 1, 2022



Farm Credit Illinois up 28% (August 2022)



Cropland Values in $/acre for selected states

$0

$1,000

$2,000

$3,000

$4,000

$5,000

$6,000

$7,000

$8,000

$9,000

$10,000

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Illinois

Indiana

Iowa

Minnesota

Nebraska

Source: USDA



Farmland Prices relative to 1991
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Farmland Returns by region  (NCREIF 4Q rolling)
National Council of Real Estate Investment Fiduciaries
1,300 properties, $14.6 Billion









Lake States - ALL
2nd Quarter 2022  Total Market Value: $598,091,036

Corn Belt ςAnnual Cropland
2nd Quarter 2022 Total Market Value: $1,748,040,285

Delta States ςAnnual Cropland
2nd Quarter 2022 Total Market Value: $2,780,313,606



Inflation and Interest Rate Relationships όǘƻ уκмκннΧύ

Consumer Price Index for All Urban 
Consumers: All items in U.S. City Average

10-Year Treasury 
Constant Maturity Rate





Fed Balance Sheet through 9/14/22  ($millions)



Do you expect inflation for the 
next 2 years to:

oExceed 6% inflation/year

oAverage 4-6% inflation/year

oAverage 2-4% inflation/year

oAverage 0-2% inflation/year

oBe negative (experience deflation)



ÅFarmland returns have been remarkably stablewith positive alpha

ÅPerfect Storm in 1980s ςstill relatively good performance

ÅLow volatility annual returns, appreciation positive except 1980s

ÅPositive Inflation effect has been incredibly reliable

Farmland returns and farmland returns minus inflation (spread)

US Ag 32 States

CPI Spread

Decade
Farmland to 
CPI Spread

1970 to 1979 11.1%

1980 to 1989 1.5%

1990 to 1999 6.7%

2000 to 2009 7.7%

2010 to 2019 4.9%

1970 to 2022f 6.2%



Source: USDA, TIAA Center for Farmland Research MSCI, FRED, NAREIT, London Bullion Market Association/GoldHub, U.S. Bureau of Labor Statistics (BLS).

Farmland Returns in ContextTable 1.  Asset Return Characteristics

Annual Ave. Standard Coefficient US Ag 32 States Minimum Maximum 

Asset/Index Return Deviation of Variation Correlation Return Return

                -------------- 1990 - 2022--------------

US Ag 32 States 8.5% 3.6% 0.42 1.00 -1.2% 19.0%

Illinois 9.3% 5.5% 0.59 0.80 0.8% 26.0%

Iowa 10.9% 7.3% 0.67 0.64 -5.3% 24.9%

Indiana 9.1% 4.9% 0.54 0.64 -1.0% 22.0%

Minnesota 10.7% 5.5% 0.51 0.78 -1.8% 20.3%

California 8.3% 5.0% 0.60 0.55 2.5% 30.7%

Washington 12.1% 3.6% 0.30 0.45 5.4% 24.1%

Oregon 11.1% 4.8% 0.43 0.56 -1.6% 23.5%

Kansas 10.1% 6.8% 0.68 0.69 -4.6% 24.4%

                -------------- 1990 - 2021--------------

TCM10Y 4.30% 2.0% 0.47 0.28 0.9% 8.6%

S&P500 8.13% 16.7% 2.06 -0.14 -48.6% 29.3%

Composite REITS 9.94% 18.3% 1.85 -0.13 -47.5% 33.7%

Gold 4.72% 13.9% 2.94 0.06 -31.9% 27.7%

PPI 2.43% 5.0% 2.07 0.14 -7.4% 20.5%

CPI 2.48% 1.3% 0.53 0.24 0.1% 6.7%



Roll 

length PPI CPI Gold

U.S. 

10-year 

bonds 

U.S. 

corporate 

bonds 

U.S. listed 

real estate

European 

equities

U.S. 

equities

1 65.3% 59.6% 29.9% 15.1% 9.2% -12.7% -22.7% -24.7%

2 70.3% 70.0% 31.6% 16.2% 10.5% -11.8% -19.7% -23.9%

3 75.7% 71.4% 38.8% 17.1% 12.1% -11.8% -18.6% -27.8%

4 80.4% 72.3% 45.6% 18.6% 14.3% -14.5% -20.6% -35.5%

5 84.0% 72.9% 52.3% 20.9% 17.1% -15.4% -21.9% -41.1%

6 86.2% 72.6% 57.5% 23.5% 20.2% -13.8% -21.1% -46.9%

7 87.4% 72.1% 60.3% 26.3% 23.6% -15.5% -20.3% -52.2%

8 86.9% 71.6% 60.1% 29.5% 27.4% -17.4% -18.7% -55.2%

9 86.7% 71.1% 57.7% 33.0% 32.1% -13.1% -21.3% -54.3%

10 86.3% 70.6% 54.9% 37.1% 36.6% -8.8% -21.7% -52.5%

U.S. Ag Returns - correlation by rolling period intervals



Recent FOMC Rate hikes|cuts

Sept. 19, 2008

(12/15,  12/16,  3/17,  6/17,  12/17, 3/18, 6/18, 9/18, 12/18, 7/19, 9/19, 10/19, 3/20, 3/20,3/20, 3/22, 4/22,6/22, 7/22, 9/22 ..)

ÅCredit easing events since 
2008, and start of pandemic

ÅNatural Multiple 
expansion/contractions

ÅMassive stimulus on top is a 
somewhat different effect

ÅFed Purchases from Treas. to 
manage interest rates

ÅForward Inflation forecasts 
seem to drive Fed + hope

ÅB/S debate settling on slow 
reduction

IMPACT ON REAL ESTATE?

Yield Curve 2003 ςAugust 2022  (weekly)

March 2020



Expected future rates, and the discount rate for Ag
US Treasury Yield Curves 



Fed discount rate and vote patterns (to 9/21/22)
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What will interest rates on 
long term fixed rate farm mortgage loans 
be in one year:

oOver 7% 

o 6-7%

o 5-6%

o 4-5%

oUnder 4%



Balance Sheet of Ag Sector -- US
Table 1.  Selected Balance Sheet Characteristics of US Agricultural Sector

1970 1980 1990 2000 2010 2017 2019 2021

($ millions, except ratios - source ERS-USDA)

Farm Assets 278,823 1,000,422 840,609 1,203,215 2,170,832 3,005,945 3,075,156 3,263,517

Real Estate 202,418 782,820 619,149 946,428 1,660,114 2,469,495 2,545,996 2,693,380

Non Real Estate 76,405 217,602 221,459 256,787 510,718 536,450 529,160 570,137

Farm Debt 48,501 162,432 131,116 163,930 278,931 390,425 419,691 454,111

Real Estate 27,238 85,272 67,633 84,724 154,065 236,243 267,937 301,705

Non Real Estate 21,263 77,160 63,483 79,206 124,865 154,182 151,754 152,405

Equity 230,322 837,990 709,493 1,039,285 1,891,902 2,615,520 2,655,465 2,809,406

Selected Indicators

 Debt/Equity                                                                                                                       21.1% 19.4% 18.5% 15.8% 14.7% 15.0% 15.8% 16.2%

 Debt/Assets                                                                                                                       17.4% 16.2% 15.6% 13.6% 12.8% 13.0% 13.6% 13.9%

 Real Estate/Equity 87.9% 93.4% 87.3% 91.1% 87.7% 95.0% 96.0% 95.9%

 Real Estate/Assets 72.6% 78.2% 73.7% 78.7% 76.5% 82.2% 82.8% 82.5%

 Real Estate D/Total D 56.2% 52.5% 51.6% 51.7% 55.2% 60.5% 63.8% 66.4%



ÅForwardMarket Prices maintaining reasonable levels, insurance forwards similar.

²ƘŜǊŜ Řƻ ǇǊƛŎŜǎ ǊŜƎƛǎǘŜǊΚ  5ŜǇŜƴŘǎ ƻƴ ŎǊƻǇ ƛƴǎǳǊŀƴŎŜΧ

Projected Prices, Harvest Prices, and Volatilies, Corn and Soybeans, SCD 3/15  (RMA)

Corn 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Proj Price 6.01     5.68     5.65     4.62     4.15     3.86     3.96     3.96     4.00     3.88     4.58     5.90    

Harvest Price 6.32     7.50     4.39     3.49     3.83     3.49     3.49     3.68     3.90     3.99     5.37     

Volatility 0.29     0.22     0.20     0.19     0.21     0.17     0.19     0.15     0.15     0.15     0.23     0.23    

Soybeans

Proj Price 13.49   12.55  12.87  11.36  9.73     8.85     10.19  10.16  9.54     9.17     11.87   14.23  

Harvest Price 12.14   15.39  12.87  9.65     8.91     9.75     9.75     8.60     9.25     10.55  12.30   

Volatility 0.23     0.18     0.17     0.13     0.16     0.12     0.16     0.14     0.12     0.12     0.19     0.19    

ÅInput expenses (especially fertilizer and energy) dramatically higher, but slowing

ÅDemand Expansion thesis for Rest of World (ROW) positive but uncertain

ÅExport demand growth also dependent on strength of the dollar



https://fd -tools.ncsa.illinois.edu/pricedistribution

aŀǊƪŜǘΩǎ ŜȄǇŜŎǘŜŘ 5ŜŎ нлнн /ƻǊƴ tǊƛŎŜǎ (as of 9/20/22)



https://fd -tools.ncsa.illinois.edu/pricedistribution

aŀǊƪŜǘΩǎ ŜȄǇŜŎǘŜŘ bƻǾ нлнн {ƻȅōŜŀƴ tǊƛŎŜǎ (as of 9/20/22)



What About the Strength of the5ƻƭƭŀǊΚΦΦΦάǿŜƭƭΣ ƛǘΩǎ ǎǘƛƭƭ ŎƻƳǇƭƛŎŀǘŜŘΧΦέ

Å 1/6/2020 = 100
Å Strength of trading relationship important 
Å Balance of trade ςag is rare category: exports > imports

Brazil

Mexico

China

Canada

Euro

UK Pound



Key policy issues impacting Ag assets

ÅInflation or stagflation?  Term structure resolution and productivity 
growth interaction ς(note: US productivityhas not returned)

FOMC stance becoming forced, world markets coordinated/integrated

CŜŘ .ŀƭŀƴŎŜ ǎƘŜŜǘ ǾǎΦ ǎǘƻŎƪ ƳŀǊƪŜǘ ǇǊƻōƭŜƳ ǎǘƛƭƭ ƳŀǘǘŜǊǎΧΦ

ÅAg Policy impacts and changing emphasis of US Federal policy

Untethered spending in non-traditional titles and direct interventions

ά/ƭƛƳŀǘŜέ ŀǎ ǇǊƻȄȅ ŦƻǊ ǇŀȅƳŜƴǘ ƭƛƴƪŀƎŜǎ ƛƴ ŀƎ ȅŜǘ ǘƻ ōŜ ǊŜǎƻƭǾŜŘ

ÅDemand for commodities in ROW increasing, strength of dollar and 
trade conflicts dampen effect.  Massive caloric expansion will occur.



Source
World Population - History & Projection (1820-2100)
https:// www.youtube.com/ watch?v=Ia5-h_TZsfM



Source:  Cireraand Masset

As income improves, life expectancy goes up

As income improves, demand for calories goes up

As income improves, quality of diet goes up

As income improves, % of income on food declines

ROW standard of living remains key driver



Growth in household income (US $35,000+)

Source: Fitch Connect


