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Outline

• Recent farmland market trends
• Headwinds

– Declining farm incomes
– Increasing interest rates
– Uncertainties (policy, tariffs, inflation, regulation)

• Tailwinds
– Global demand for agricultural commodities
– Thin markets
– Crop insurance
– Changes in production agriculture



Midwest Farmland Price History



Farmland Prices – relating income, growth and discount rate 

Discount Rate  = i
3.0% 3.5% 4.0% 4.5% 5.0% 5.5% 6.0%

150 7,500        6,000        5,000        4,286        3,750        3,333        3,000        
175 8,750        7,000        5,833        5,000        4,375        3,889        3,500        
200 10,000      8,000        6,667        5,714        5,000        4,444        4,000        
225 11,250      9,000        7,500        6,429        5,625        5,000        4,500        
250 12,500      10,000      8,333        7,143        6,250        5,556        5,000        
275 13,750      11,000      9,167        7,857        6,875        6,111        5,500        
300 15,000      12,000      10,000      8,571        7,500        6,667        6,000        
325 16,250      13,000      10,833      9,286        8,125        7,222        6,500        
350 17,500      14,000      11,667      10,000      8,750        7,778        7,000        
375 18,750      15,000      12,500      10,714      9,375        8,333        7,500        
400 20,000      16,000      13,333      11,429      10,000      8,889        8,000        
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) It is common to relate 
Expected income (E(R)), 
Cost of capital (i) 
And growth rate for 
future income (g) to 
determine a price using

𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 =  
𝐸𝐸(𝑅𝑅)

(𝑃𝑃 − 𝑔𝑔)
 

How much could I pay for farmland if….





Headwinds: Declining Farm Incomes (US)
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Liquidity 
“puddle”…

Yield Curve August 2001-Dec.18, 2018  (weekly)

FOMC Rate hikes

Sept. 19, 2008

(12/15,  12/16,  3/17,  6/17,  12/17, 3/18, 6/18, 12/18)



Term Compression – Flatter Yield Curve and 
Normalization

• Flattening yield curve
• 10 yr around 3%
• Very low term premium
• Fed appetite to stall equity 

markets seems low
• Movement concentrated in 

short rate and compression
• Inflation key relative to “real” 

productivity growth



No, We Are Not In The 1980s... Farm mortgage interest rates and funding relationships

1980s farm mortgages: 
▪ 80% LTV 
▪ 40-year amortization

Present mortgage environment:
▪ Lower interest rates
▪ Lower leverage 
▪ Crop insurance / risk management
▪ Different lending environment 
▪ Beginning-stage financialization 
▪ Lending to non-owners
▪ Lending to funds

Factors  Impacting Farmland Markets



Headwinds: Uncertainty

• Major sources of uncertainty in farmland markets
– Tariffs, trade, reliability of counterparties
– Farm policy and evolution from commodity programs
– Changes in consumer demand for food and agricultural 

products (attribute demand, sustainability, etc.)



Agricultural Trade is a Small Part of Overall U.S. Trade, 
but opposite balance of trade compared to All Other Trade…

Source: St. Louis Federal Reserve FRED export/import data; USDA, Foreign Agricultural Service GATS ag export/import data – prepared by Jackson Takach.
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The “Who” and the “What” of Ag Exports has 
changed dramatically

Japan, 14.5

Netherlands, 8.1

Mexico, 5.8

Mexico, 17.2
China, 18.1

Canada, 19.1

1980 2017

Top Ag Export Destinations 
Then and Now

12

Corn, 20.1

Corn, 8.4

Wheat, 15.1

Soybeans, 13.9

Soybeans, 19.9

Tree Nuts, 7.9

1980 2017

Top Ag Export Commodities 
Then and Now

Source: USDA, FAS, GATS Database



Agricultural exports are more important in 
some states than others
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US Hex Sizes by Agricultural ExportsUS Hex Sizes by Square Miles

Source: U.S. Census Bureau; USDA, FAS, GATS Database - prepared by Jackson Takach 



Soybeans may have some new homes, but 
difficult to replace China

China, 36.0

Netherlands, 1.9

Mexico, 1.7
Japan, 1.3
Spain, 1.3

Thailand, 1.1
Taiwan, 1.0

Indonesia, 0.9Turkey, 0.8
Pakistan, 0.8

Russia, 0.8 Egypt, 0.8
Iran, 0.7

Vietnam, 0.6

Argentina, 0.6

Korea, South, 
0.5

All 
Others 
(119), 

4.9

2017 Soybean Importers 
(by USD$ value in Bil.)
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Egypt

Netherlands

Pakistan

Taiwan

Mexico

ROW

Indonesia

Bangladesh

Japan

Millions

U.S. Soybean Trade Changes from 
2017 (Jan-Jul)

Change in Quantity (MT) Change in Value (1,000 $)

China

Source USDA, FAS, GATS Database; UN Trade Data - prepared by Jackson Takach



Tariffs Specific to Agriculture

Source: USDA, FAS, GATS Database - prepared by Jackson Takach. 



Soybean growers hit hardest in upper plains

DTN/CGB Cash Soybean Bids on Sept. 21, 2018
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Source: Bloomberg Terminal



IT’S NOT ALL BAD NEWS… … ..

Tailwinds



A brief graphical summary of the world

Where Rain Falls

Where People Live

Where Suitable Soils Exist

Where Incomes occur
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Food Demand:   What matters?  What will matter?

prepared by Jackson Takach



Income increases calories and quality, shifting toward populations



Tailwinds: Crop Insurance

Source: Zulauf, C., G. Schnitkey, J. Coppess, and N. Paulson (2017) “Crop Insurance per Acre Coverage: 
Historical Experience and Potential Issues” farmdoc daily (7): 225, December 7, 2017



Tailwinds: Changes in Production Agriculture

• Agricultural technology 
adding yield, impacting cost 
structures, changing access 
to consumer information 
and willingness-to-pay

• “Financialization” of 
farmland and farm assets, 
and rationalization of prices 
occurs over long periods

• Very strong pipeline and 
financing of ag tech



Conclusions

• Many of the headwinds driven by short-run trends
– Low returns
– Rising interest rates

• Many of the tailwinds related to long-run trends
– Global demand for calories
– Thin markets
– Structural change in agricultural production
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