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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

ISU China Ag center www.card.iastate.edu/china

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


Why Care About 

Farmland Market?







USDA June Area Survey, 

August 2017

USDA NASS June Area Survey   
June 2016 to June 2017

Ag Real Estate Values: + 2.3%; 
Cropland Values: No change; 
Pasture Values: +1.5%



Stabilization in all US farmland 

markets

USDA NASS June Area Survey   
June 2016 to June 2017

Ag Real Estate Values: + 2.3%; 
Cropland Values: No change; 
Pasture Values: +1.5%



The “temporary break” in continued 

declines results from limited land supply



Economic Fundamentals 

that drive land value 

haven’t improved much

Land Value = localized

net income / universal

interest rate



USDA 
OCE 
Forecast 
to 2026

U.S. Total



Long-term interest rate expectations

What the Fed Reserve thinks the interest rate should be

December 2017



Left: Cash Rent Per Acre 1994-2017

Right: Cap Rate (Rent/Value) vs. 

CMT 10 Rate
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I-States Avg. Rent/Value ratio

US rent/value ratio

June CMT10Rate

Source: USDA NASS, 

Federal Reserve



Source: Purdue Ag Economy 

Barometer

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


Source: USDA-NASS;

Ag Census, Iowa Farmland 

Value Portal

Farm Crises and 

this downturn



No Farm Crisis Reason 1: Strong, Real 

Income Accumulation 2003-2013

Source: Zhang and Tidgren 2018 Ag Finance Review



Landowners tend to hold the 

farmland; and many don’t 

have debt

Years Owned 

by the same 

owner

% of Iowa 

Farmland

<10 years 24%

10-20 Years 21%

20-30 Years 19%

30-40 Years 15%

> 40 Years 20%

Source: 2012 Iowa Farmland Ownership and Tenure Survey; 2017 Survey results 
will be released this spring 



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

10-year-treasury-rate

No Farm Crisis Reason 2: 

Historically low interest rates, 

despite recent hikes

http://www.multpl.com/


No Farm Crisis Reason 3: Prudence 

in Ag Lenders/Regulators

• Cash-Flow Based Loan Practice; More 

stringent underwriting 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

• Increased capitalization requirements for banks

• Ag credit shifts to more diversified institutional 

lenders

Source: Zhang and Tidgren

2018 Ag Finance Review
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Source: Zhang and Tidgren 2018

Ag Finance Review



#ISUlandvalue

https://www.card.iastate.edu/farmland

Iowa 

Farmland 

Value 

Portal

http://bit.ly/LandResults2017

https://www.card.iastate.edu/farmland


https://www.card.iastate.edu/china



Thank You!

Wendong Zhang
Assistant Professor and Extension Economist

478C Heady Hall

Iowa State University

515-294-2536

wdzhang@iastate.edu

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