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A Quick Introduction:
Dr. Wendong Zhang

– Grown up in a rural county in NE China
– Attended college in Shanghai and Hong Kong
– Ph.D. in Ag Econ in 2015 from Ohio State
– 2012 summer intern at USDA-ERS on farm economy 

and farmland values
– Research and extension interests: 
land value/ownership www.card.iastate.edu/farmland/
agriculture and the environment
China Ag center www.card.iastate.edu/china

http://card.iastate.edu/farmland/
http://www.card.iastate.edu/china


China’s Provinces

My
Hometown



Greenhouse – plastic film - Shandong Province

My hometown: Shenxian, 
Shandong Province



Mainland China vs. US



Ag is comparative 
advantage for US

Average Farm Size
China: 2 Acres
US: > 400 Acres



Arable Land



China Corn Yield 

China Soybean
Yield

2015 Soybean Yield

US:  48 Bu/acre
Iowa: 56 Bu/acre
China: 26 Bu/acre



Why Care About China?
Reason 1: China is a huge market for US

Source: Choices 
2017 Q2 Issue



US holds a large and consistent 
ag trade surplus with China
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US Ag Trade with China 1998-2018
(Jan to April 2018 only)

Exports Imports Surplus



62%

15-18%2%

5%

75%

1% 0%

0%12-15%

15-20%



Chinese People Are Getting 
Richer, and will need more 

protein 







Why Care About China?
Reason 4: China will retaliate, diversify 

and find other suppliers if possible
Commodity (2016 value of 
China ag imports) USA Brazil Europe Australia Argentina or 

Uruguay

Soybean ($34.4 Bil.)
(China increased production by 
9% in 2018)

38% 47% A-10%

Pork ($2.32 Bil.) 13% 50% Canada: 11%

Ethanol ($0.38 Bil.) 70% 11% Pakistan 15%

Beef ($2.42 Bil.) 0% 22% 28% U-21%

Poultry ($1.11 Bil.) 79% A-9%

Corn ($0.87 Bil.) 10% Ukraine: 79%

China’s Ag Import Sources
China can produces 97% of its pork, but only 15% of its soybean demand domestically
China provided about US$200/acre subsidy to increase soy production (up 9% 2018)



US Loses Market Share as China 
Increases Meat Imports from the World

Source: Choices 
2017 Q2 Issue



Belt and 
Road Initiative



Soy Futures

Source: 
BarChart.com



Cash Crop 
Prices 05/31/2018 08/15/2018 % Change Source

Corn $            3.52 $            3.21 -8.8% USDA-AMS

Soy $            9.48 $            7.83 -17.4% USDA-AMS

Ethanol $            1.41 $            1.35 -4.3% USDA-AMS

Trade Dispute Impacts – Price Changes

Trade Dispute Impacts – Iowa Revenue Loss
Commodity Price damage w 

elasticity

Per-unit price 
drop due to China 

trade dispute

Iowa 
production

Revenue loss due to 
China trade dispute

(mil. Dollars)

Corn -4% - $            0.13 2.60 bil. bu -$ 325 mil.

Soy -10% - $            0.95 0.58 bil. bu -$ 551 mil.

Ethanol -2% - $            0.03 4.20 bil. gal. -$ 105 mil.

Hog -11% -$8.72/cwt or -
$18/head 43 mil. -$795 mil.

Source: Chad Hart, 
Lee Schulz





Why Care About 
Farmland Market?



Guiding Framework

Land Value = 
localized net income / 

universal interest 
rate







Source: http://www.multpl.com/
10-year-treasury-rate

Positive 2: Historically low 
interest rates

http://www.multpl.com/


Long-term interest rate expectations
What the Fed Reserve thinks the interest rate should be

June 2018



Left: Cash Rent Per Acre 1994-2017
Right: Cap Rate (Rent/Value) vs. 

CMT 10 Rate
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Source: USDA NASS, 
Federal Reserve
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Annual Mortgage Payments vs. Cash Rents for Iowa 
Farmland Loan

Cash Rent 20-yr PMT 30-yr PMT 15-yr PMT

Source: Zhang and Tidgren 2017



Land Values and Increasing 
Interest Rates – Purdue U
• Regression Analysis

– LV = f(LLV, CR, r)
• LV = land value
• LLV = lagged land value
• CR = predicted cash rent
• r = capitalization rate

– Using data from 1960 to 2017 for west central 
Indiana, a 1% increase in r, holding cash rent 
constant, would result in a decrease in land 
values of 5 to 7%.



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”
• Cash-Flow Based Loan Practice

– 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: Zhang and Tidgren
2017





South 
Dakota 
Cropland 
and 
Pasture 
Prices

Feb 
2018



South 
Dakota 
Cropland 
and 
Pasture 
Cash 
Rents

Feb 
2018















Thank You!
Wendong Zhang

Economics Professors and Extension Economists
478C Heady Hall
Iowa State University
515-294-2536
wdzhang@iastate.edu

www.card.iastate.edu/china/
www.card.iastate.edu/farmland/

mailto:wdzhang@iastate.edu
http://www.card.iastate.edu/china/
http://www.card.iastate.edu/farmland/
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