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Update on Agricultural Credit Conditions
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Outlook Themes

Agricultural credit conditions deteriorated slightly in 2024 alongside weak
crop prices and subdued conditions in the farm economy.

Agricultural real estate values were firm through the end of 2024.

Signs of growing financial stress emerged in recent months, but recent

support from ad hoc government payments could support the farm sector in
2025.



Despite concerns about a post-recovery slowdown in
recent years, the U.S. economy has been resilient.
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Sources: BEA, Wolters Kluwer, and Haver Analytics



Economic conditions in U.S. agriculture softened in
2024 from a period of exceptional strength.

Indicators of the US. Ag Economy
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*Year-to-date estimate. No data available for ag exports.
Sources: USDA , Federal Reserve Surveys of Agricultural Credit Conditions and staff calculations



Demand for financing increased last year alongside
elevated expenses and reduced liquidity.

Farm Lending and Liquidity
Index (2000=100), real 2024 dollars

170 ,
Farm Lending*
150 4 e=Operating Expenses** B
Debt Service Ratio
130 A =
110 A -
_“F\?’?__l’ o v 4 T T N T T T i T T T T T T TS 7T
90 - -
70
O —= AN O T 10D O I~ 0 NN O —=w AN OO T 10 O~ 06N O — Al o <+
O O O O O O O O O O = ™ ™ ™ ™ ™ = — — = O A N A
O O O O O O O O O OO OO oo oo o0 o oo o0 oc o oo oo oo
A AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN

*Average annual volume of loans for current operating expenses and livestock loans estimated in the Survey of Terms of Lending to Farmers.
**Total U.S. farm sector production expenses less interest expenses and capital expenditures.
Sources: USDA, Survey of Terms of Lending to Farmers, and Federal Reserve Bank of Kansas City
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Loan delinquency rates remained low, but some signs of
farm financial stress emerged toward year-end.

U.S. Farm Loan Delinquency Rates, Q4 Kansas City Fed District
Ag Credit Indicators
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*The index numbers are computed by subtracting the percentage of bankers who responded "lowet" from the percentage who responded "highet" and adding 100.
Sources: Federal Reserve Board of Governors and Survey of Agricultural Credit Conditions



Farm borrowers cut back on capital spending in response to
tighter finances, but pressure on household budgets persisted.

Kansas City Fed District Farm Borrower Spending
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*The index numbers are computed by subtracting the percentage of bankers who responded "lowet" from the percentage who responded "highet" and adding 100.
Source: Federal Reserve Survey of Agricultural Credit Conditions



And interest rates could potentially exacerbate financial
difficulties.

Average Interest Rates on Agricultural T.oans

Percent Percent
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Sources: Federal Reserve Board of Governors and Survey of Terms of Lending to Farmers



Despite pressures on the sector, farm real estate values
have been firm and leverage in the sector has been steady.

Farm Real Estate Values U.S. Farm Sector Debt-to-Asset Ratio
Kansas City Fed District
Index (2010=100) Ratio
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Sources: Survey of Ag Credit Conditions and USDA



Looking ahead, a growing share of lenders expect
modest deterioration in land values.

Expected Change in Farmland Values in 2025

Percent of survey respondents
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Note: Respondents were asked the following question: Looking ahead, what change do you expect in non-irrigated cropland values one year from now?
Sources: Survey of Agricultural Credit Conditions



Summary

Credit conditions remain solid despite some deterioration through 2024. Recent increases
in crop prices and ad hoc government payments will likely provide additional support in
Q1 of this year.

Farm real estate values remained strong through the end of 2024 but could soften in the
year ahead.

Economic growth, both in the United States and globally, will be an important overarching
driver of support in commodity markets, in addition to developments with respect to
trade.



AGRICULTURE AND THE ECONOMY The Kansas City Fed is a leader on topics related to the

agricultural economy within the Federal Reserve System.
Our work provides insights on agricultural and rural

economies for our seven-state region of the Tenth Federal
Reserve District and nationally.

1

i
Ag Finance Updates

Find articles summarizing
recent developments in
agricultural finance and
lending.

Ag Finance Update

Ag Credit Survey

The quarterly Ag Credit
Survey provides current
indicators of the financial
performance of Tenth
District agriculture,

Ag Credit Survey

—1y
Ag Outlooks

Review the latest Ag Bulletin
for a summary of ag
conditiens and additional
outlook articles on the ag
economy.

Ag Dutlook, Ag Bulletin

Kansas City Fed
Research

Find recent monetary policy,

payments system and

regional and community
research from the Kansas
City Fed.

Nate Kauffman

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

Subscribe to stay connected
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