
Outlook for the U.S. and U.S. Agriculture
August 2025

Francisco Scott
Economist

The views herein are of the presenter and do not necessarily reflect those of the Federal Reseve Bank of Kansas City and the Federal Reserve System



The Federal Reserve regularly incorporates 
agricultural perspectives in policy deliberations.
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Themes

• U.S. economic growth remains strong, employment is close to sustainable 
levels, and inflation close to target despite mixed data and uncertain outlook.

• The U.S. ag economy remains bifurcated with weak conditions for crop 
producers and strong outlook for livestock producers, particularly cattle.

• Farm finances have moderated but credit stress remains contained.

• Absent any downward corrections in supplies, U.S. crop producers will have to 
find new sources of demand in the coming years.
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U.S. economic growth remains strong.
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Inflation has moderated but remains above the Fed’s 
2 percent target.
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Goods inflation increased slightly while services 
inflation continued to moderate.
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U.S. businesses have reported increases in prices paid 
for inputs in 2025.
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The costs of tariffs are being realized.
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Elevated profit margins likely have offered a cushion to 
absorb tariff costs.
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Unemployment rate is likely close to sustainable 
long-term levels, but pace of hiring has moderated.
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Consumption growth has softened.
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Inflation expectations have moderated from the first 
quarter of 2025.
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Summary of economic projections.
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Interest rates on farm loans ticked down but remain 
elevated.
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Government transfers will likely be the biggest 
contributor to the increase in net farm income in 2025.
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Sources: USDA and author's calculations
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The farm economy remains bifurcated.
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Sources: USDA and author's calculations
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Crop-producing states will likely be more challenged 
in the coming years.
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Despite softening in the loan repayment rate, ag loan 
portfolio stress remains contained for ag banks.
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Farm machinery and equipment loan volume has 
declined from a year ago in commercial banks.
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Farmland prices and cash rents remained mostly 
stable from one year ago.
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Supplies of crops have increased over the years.
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Sources: USDA and author’s calculations
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U.S. exports and biofuel demand have absorbed 
part of the increase in supplies.
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Sources: USDA and authors’ calculations
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It is unlikely that exports increases will further absorb 
U.S. products in the coming years.
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Corn

Importer Total Imports (MMT) U.S. Share

2005 2023 2005 2023

China 0.10 26.25 57% 27%

Mexico 5.74 18.50 100% 95%

Japan 16.66 14.88 94% 45%

ROW 46.75 55.60 45% 22%

Soybeans

Importer Total Imports (MMT) U.S. Share

2005 2023 2005 2023

China 26.62 103.40 41% 26%

E.U. 15.94 15.30 20% 37%

ROW 23.62 38.72 56% 31%

Sources: FAO, includes intra-trade for ROW



Biofuel policies will have to drive demand 
expansion in the absence of supply correction.
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Sources: EPA
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Conclusion
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• The U.S. economy’s growth has been robust.

• However, there are upside risks to inflation and downside risks to labor 

markets.

• The U.S. farm sector is under pressure, but credit stress has remained 

minimal at commercial banks.

• Absent supply corrections, demand from biofuel policies will become 

increasingly central for U.S. crop production.
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Resources from the Kansas City Fed’s Economic Research Department

• Charting the Economy
Timely economic content curated by research staff at the Federal Reserve Bank of Kansas City.

• Labor Market Conditions Indicators
Two monthly measures of labor market conditions based on 24 labor market variables.

• Kansas City Financial Stress Index
A monthly measure of stress in the U.S. financial system based on 11 financial market variables.

Stay up to date on our latest research: Subscribe to KC Fed Research Email Alerts 
(Right QR)

KC Fed Research Email Alerts

https://www.kansascityfed.org/research/charting-the-economy/
https://www.kansascityfed.org/research/charting-the-economy/
https://www.kansascityfed.org/data-and-trends/labor-market-conditions-indicators/
https://www.kansascityfed.org/data-and-trends/labor-market-conditions-indicators/
https://www.kansascityfed.org/data-and-trends/kansas-city-financial-stress-index/
https://www.kansascityfed.org/data-and-trends/kansas-city-financial-stress-index/
https://www.kansascityfed.org/about-us/ealert/
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