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Outlook Themes 

• Economic conditions in agriculture have weakened in recent months 
alongside an ongoing decline in commodity prices.

• Financial pressure in agriculture has been limited, but could intensify in the 
year ahead.

• The resilience of  the U.S. economy has provided broad support for 
agriculture, and other goods-based industries.
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income have dropped sharply.

Sources: USDA and staff calculations
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Moreover, farm income this year is expected to be only 
slightly higher than what was expected before the pandemic.

Sources: USDA and staff calculations
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Sources: Federal Reserve Board of Governors and Survey of Terms of Lending to Farmers

Interest rates have increased sharply over the past two 
years, potentially exacerbating financial challenges.
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Note: The right chart is the average of the Chicago, Kansas City and Minneapolis Federal Reserve Districts. Q2 results for both charts are preliminary. 
Sources: Reports of Income and Conditions and Federal Reserve Surveys of Ag Credit Conditions

And yet, delinquency rates on farm loans remain near all 
time lows, and farm real estate values have been firm.

Farm Real Estate ValuesFarm Loan Delinquency Rates at 
Commercial Banks, Q2
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Farm income has dropped sharply, but the strength of  
the post-pandemic years was remarkable.

Sources: USDA and staff calculations
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remain, profits in the cattle industry have been strong.

Ratio of  Prices Received-to-Total Production Expenses

Sources: USDA and staff calculations
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recent years, the U.S. economy has been resilient.

Sources: BEA, Wolters Kluwer, and Haver Analytics
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target.

Sources: BEA, BLS and Haver Analytics
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Sources: Freddie Mac, Zillow and Haver Analytics

Home prices have remained elevated even with sharply 
higher mortgage rates.
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A strong U.S. dollar has supported the purchase of  
foreign products, but has weighed on U.S. ag exports.

Sources: Federal Reserve Board of Governors, USDA, and Haver Analytics 
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continued to rise alongside demand for food and fuel.

Sources: USDA and staff calculations
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Although manufacturing activity has weakened over the 
past year, the declines have been from exceptional levels.

Sources: Institute of Supply Management (ISM) and Haver Analytics
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FEDERAL RESERVE BANK OF KANSAS CITYFor many regions with a strong ag presence, 
manufacturing is particularly concentrated in rural areas.

Note: Concentrated areas are counties where the share of manufacturing employment is 
at least twice the national share. 
Sources: BLS, staff.

Manufacturing Employment in Nonmetro, Concentrated Areas
In Iowa, 40.2% of  all 

manufacturing employment is 
located in nonmetro areas that 

are concentrated in 
manufacturing.
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The U.S. ag economy entered the year in a strong position, 
but weaker profits may lead to some financial pressure.

Corn Profit Margins

Notes: Production costs are calculated from USDA’s Economic Research Service  (Commodity Costs and Returns) and national yield averages for each year shown, but 
exclude the opportunity cost of unpaid labor from the calculation. 2024 costs are forecasts. 
Source: USDA, Haver Analytics and CME
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stress has increased slightly with reduced incomes.

Loan Repayment Rates and Loan Demand– KC Fed District

*The index numbers are computed by subtracting the percentage of bankers who responded "lower" from the percentage who responded "higher" and adding 100.
Source: Federal Reserve Bank of Kansas City Survey of Agricultural Credit Conditions

0
25
50
75
100
125
150
175
200

0
25
50
75

100
125
150
175
200

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

20
21

20
22

20
23

20
24

Farm Income
Farm Loan Repayment Rates

Diffusion Index *



FEDERAL RESERVE BANK OF KANSAS CITYFEDERAL RESERVE BANK OF KANSAS CITY – OMAHA BRANCH

Summary

• Financial pressure appears to be growing in U.S. agriculture, particularly among 
row crop producers in the Midwest.

• A shift in consumption from goods to services has been accompanied by a shift 
back to spending on food “away from home”.

• The strength and resilience of  the U.S. economy, particularly the labor market 
and consumer spending, will be a significant factor shaping food and ag markets 
in the months ahead.
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Subscribe to stay connected

Nate Kauffman 
Senior Vice President and Omaha Branch Executive
nathan.kauffman@kc.frb.org 
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