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Percent Percent

Sources: USDA , Federal Reserve and BLS

Over time, real interest rates and 
capitalization rates tend to move together. 
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Constant 2005 dollars (billions) Percent

Sources: USDA , Federal Reserve, BLS
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Source:  Federal Reserve District Surveys 
(Chicago, Minneapolis, Kansas City, Dallas)
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Dollars per acre

Authors’ calculations assuming 200 bushels per acre, a corn price of $5.35 per bushel, 
and 25% of gross revenues capitalized into land.

Eastern Nebraska 
Irrigated Cropland Value = $5,300

Historical average cap rate, 
Farmland values drop by 1/3
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Dollars per acre

Eastern Nebraska 
Irrigated Cropland Value = $5,300

Authors’ calculations assuming 200 bushels per acre, the historical average capitalization rate of 7.5%, 
and 25% of gross revenues capitalized into land.

2009 average corn price, 
Farmland values drop by 1/2
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Farmland Values Fell 33 percent

Farms with Debt
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 Today, the interest rate risk to farmland 
values is high.

 If capitalization rates return to more normal 
levels, farmland values could fall sharply.

 Such an event would impair farmers’ balance 
sheets by eroding farm wealth.
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