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Strong Farm Economy Continues to Support Credit Conditions

by: Nate Kauffman and Ty Kreitman
May 19, 2022

Agricultural credit conditions improved in the first quarter, and farm real estate values continued to increase alongside
strength in the U.S. farm economy.

Agricultural credit conditions improved in the first quarter, and farm real estate values continued to increase alongside
strength in the U.S. farm economy. Following a year of accelerating increases, the value nonirrigated cropland across much of
the U.S. has soared in 2022 through March. The sharp growth in land values persisted despite a slight increase in farm loan
interest rates. With broad strength in farm finances, farm loan repayment rates continued to increase and credit conditions

remained strong.

The outlook for agricultural credit conditions remained optimistic alongside persistently strong commodity prices. However,
many lenders expected conditions to soften in coming months alongside the pressures to profit margins from higher input
costs and harsh drought conditions in large portions of the country. Farm real estate markets also remained strong, but

reduced profit margins or higher interest rates could limit gains in land values in the year ahead.

First Quarter Federal Reserve District Ag Credit Surveys

Growth in farm real estate values remained high and accelerated in some regions. Similar to the previous quarter, the value of
nonirrigated cropland rose by more than 20% from a year ago in Federal Reserve Districts with a large agricultural
concentration (Chart 1). The annual pace of growth increased from the previous quarter in the Dallas and Chicago Districts.

Values in the Dallas region also accelerated on a quarterly basis, but steadied to a pace similar to early 2021 in other areas.
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Chart 1: Nonirrigated Cropland Values
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Sources: Federal Reserve District Survevs of Agricuberal Credit Conditions.

The strength in farm real estate values remained consistent across all states. The value of nonirrigated cropland increased by
more than 20% in the majority of states represented in the participating Districts during the first quarter (Map). The increase

was particularly sharp in Iowa, Kansas and the Mountain States where values were about 30% higher than a year ago.
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Map: Nonirrigated Cropland Values, First Quarter 2022
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*NMountain States inchade Colorado, northern New Mexico and Wyoming, which are grouped becanse of imited swrvey responses from each state,
Sources: Federal Reserve District Survevs of Agricubnral Credit Conditions

Agricultural real estate values continued to rise sharply despite a slight uptick in interest rates. The average fixed rate charged
on farm loans increased in all Districts following an increase in the federal funds rate in mid-March (Chart 2). Fixed rates
increased by an average of 20 basis points from the previous quarter across all regions, with a slightly faster rise in the Chicago

District.

With high commodity prices supporting farm finances, credit conditions improved further. Farm loan repayment rates
increased at a pace similar to recent quarters in most regions and rose at a slightly faster pace in the Chicago and Minneapolis

Districts (Chart 3). It marked the fifth consecutive quarter of higher rates of repayment in nearly all regions.
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Chart 3: Farm Loan Repayment Rates
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Chart 2: Average Fixed Interest Rates*
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