
U.S. Farmland Market 

Update: What’s Ahead?

Wendong Zhang, Ph.D.

Assistant Professor of Economics and Extension Economist

Iowa State University

wdzhang@iastate.edu

515-294-2536

April 26th, 2017

mailto:wdzhang@iastate.edu


Why care about farmland?

Source: USDA ERS



Guiding Framework -

Ricardian

Land Value = 

localized net income / 

universal interest 

rate



Corn Belt vs. U.S. Farmland Values
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Source: USDA-NASS;

Ag Census, Iowa Farmland 

Value Portal

Inflation-adjusted Iowa Ag Real Estate 

Values 1850-2016



Farm Crises and this downturn

• Four Reasons why this is not likely another 
farm crisis
– High income in pre-crisis “golden” eras

– Low interest rate environment

– Prudence among ag lenders and bank regulators

– Wider, stronger (?) government safety net

• Concerns
– Deteriorating farm income and ag credit, 

disproportionally affecting beginning farmers

– High reliance on ag exports, strong US $

– Liquidity/profitability crisis vs. solvency problem



Positive 1: Real Income 

Accumulation 2003-2013

Source: USDA-ERS, 

Ag DM C2-70

Zhang and Beek 2016



Source: http://www.multpl.com/

10-year-treasury-rate

Positive 2: Historically low 

interest rates (despite 

recent hikes)

http://www.multpl.com/


Positive 3: Prudence in Ag 

Lenders/Regulators

• Banking Regulations

– More stringent, frequent stress-test

– BASEL III, liquidity requirements for banks

– (Ron Hansen – Iowa Division of Banking 
Superintendent) walk into this “with eyes wide open”

• Changes in Loan Practices (FCS, Iowa)

– Before 1987: loan to value ratio is 85%

– 1987-2008: loan to value ratio is 65%

– After 2008: use cash-flow method for collateral ($4 
corn, $10 bean) and 50% of cash flow value

Source: Jim Knuth, FCS



Positive 4: Stronger Govn’t Safety Net

Federal Crop Insurance

Source: Chad Hart, 

Iowa State University



Looking Ahead:

Stabilization in the 

farmland market (modest 

decline)



Source: Purdue Ag Barometer

https://ag.purdue.edu/commercialag/ageconomybarometer/charts/


Federal Reserve 

Bank of Chicago, 

Kansas City 

Feb 2017 Ag 

Letter

Realtor Land Institute
March 2017 Iowa Survey
+0.9% since Sept 16



US Farm Income 1990-2026

Source: USDA OCE 2016



Key things to watch

Interest rate hikes: SPEED & MAGNITUDE MATTERS

Possible trade tensions and negotiations (China, 

Mexico)

2018 Farm Bill Discussions

Possible Changes in tax policies

- Estate tax reforms; step-up basis

- Income tax: section 179, bonus depreciations

- State ownership law



Ag Policy News

-21% budget cuts for USDA

USDA Secretary Perdue just confirmed this Monday

The House and Senate Ag Committees have begun 

their exploratory hearings for the 2018 Farm Bill, but 

no firm policy declarations have been made.

What little we have on ag policy comes from the 

President’s Executive Orders and the Budget: 

withdraw TPP, review “WOTUS” rule, omnibus report 

on significant trade deficit



Iowa Farmland Value Portal

twitter #ISUlandvalue

http://card.iastate.edu/farmland

http://card.iastate.edu/farmland


Thank You!

Wendong Zhang
Assistant Professor and Extension Economist

Iowa State University

515-294-2536

wdzhang@iastate.edu

Slides available online at 

http://www2.econ.iastate.edu/faculty/zhang
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Appendix

2018 Farm Bill

2017 USDA Budget

Meat & Crop Prices and Returns

Interest Rate Dot Plot

Farmland Supply



Farm Bill Program Spending Forecasts

Source: USDA Congressional

Budget Office



USDA’s Budget – 2017 Outlays

Source: USDA 2017 Budget



USDA’s 2017 Budget

Source: USDA 2017 Budget



Source: USDA 2017 

Budget

USDA’s 2017 Budget





U.S. Meat Production & Prices

Source: USDA-WAOB



2017/18 Crop Margins

Source: Chad Hart,

Iowa State University



Iowa Corn Prices vs. Costs

Source: Chad Hart,

Iowa State University



Iowa Soybean Prices vs. Costs

Source: Chad Hart,

Iowa State University





Source: Fed Reserve 

March 2017 dot plot

Expect at least two interest rate hikes in 2017

What the Fed Reserve thinks the interest rate 

should be



Farmland supply tends to be tighter in 

down years

-20%

-10%

0%

10%

20%

30%

40%

0

20

40

60

80

100

120

140

160

1
9

8
6

1
9

8
8

1
9

9
0

1
9

9
2

1
9

9
4

1
9

9
6

1
9

9
8

2
0

0
0

2
0

0
2

2
0

0
4

2
0

0
6

2
0

0
8

2
0

1
0

2
0

1
2

2
0

1
4

2
0

1
6

Pe
rc

en
t 

ch
an

ge

Sa
le

 a
ct

iv
it

y 
in

d
e

x 
(%

 r
e

p
ro

te
d

 m
o

re
 -

%
 r

e
p

o
rt

e
d

 le
ss

)*
1

0
0

ISU sale activity index and percent change in 
Iowa land value, 1986-2016

(% reported more sales - % reported less sales) + 100

Land Value % Change Sale Activity Index



Appendix

2018 Farm Bill

2017 USDA Budget

Meat & Crop Prices and Returns

Interest Rate Dot Plot

Farmland Supply


