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EXECUTIVE SUMMARY

SUMMARY
The capitalized value of U.S. cropland 
has been greater than market prices 

for over a decade. This gap has recently 
widened, largely due to sharp declines 
in interest rates, including the 10-Year 
Treasury Bond Constant Maturity Rate. 
But what does this mean for the rural 

landowner? Long story short—right now is 
one of the best times to invest in American 

croplands. However, some regions show 
more promise than others. Learn the factors 

at play for the six major U.S. agricultural 
regions along with the outlook for each one 

in 2022, according to AgAmerica’s Chief 
Economist, Dr. John Penson.
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10-YEAR CONSTANT MATURITY 
TREASURY BOND RATE

The average yields for a variety of Treasury 
securities with different maturities. This rate, 
plus profit margin and risk premium, is often 
used in pricing various debt securities. 

CAPITALIZATION RATE  
(CAP RATE) 

Expressed as a ratio of cash rents to the value 
of cropland on a per acre basis for cropland in 
different locales. For example, if the cap rate 
is increasing, it suggests that landowners are 
receiving a higher return from ownership.  

CAPITALIZED VALUE 

The value of an asset that reflects the discounted 
expected future returns to ownership over its 
economic lifespan (perpetuity in the case of 
land). A simple approach to calculating this 
value is to divide annual cash rents by the  
10-Year Constant Maturity Treasury Bond Rate.  

CAPITALIZATION RATE 
VARIABILITY 

This value represents the risk of cash rent 
fluctuation. The higher the coefficient, the  
more variability exists in this rate from one year 
to the next. Higher variability means a higher 
risk of receiving lower cash rents when the lease 
is renegotiated.  

CROPLAND CORRELATION VALUES 

The strength of the relationship between cash 
rents and the value of cropland. For example, 
high correlation equals strong relationship 
between these two variables. A low correlation, 
on the other hand, suggests that other factors  
are at play.  

EX POST INTERNAL  
RATE OF RETURN 

A pre-tax rate of return on an investment over a 
historical period given by the discount rate that 
equates the stream of cash rents paid to owner 
and capital gains with the value at the beginning 
of the period.  

LAGGED VALUE 

The past value of an associated variable. For 
the sake of this report, it is the value from the 
prior year. The correlation with current value 
(autocorrelation) indicates how much influence 
past values have on future values.

TERMS TO KNOW
DEFINITIONS

There are several key economic terms that will be referenced throughout this 
report to explain U.S. cropland trends in the last decade. 

 IMPORTANT TO NOTE

The analysis presented in this report focuses on cropland 
only. This analysis does not differentiate between irrigated 
and non-irrigated cropland values as some regions identify 
irrigated cropland values to varying degrees. Data is derived 
from the USDA NASS database through August 2020.

For the West region, Nevada was excluded from analysis in 
this whitepaper due to a lack of data on cash rents. 

For the Northeast region, the USDA does not report data 
on cropland values and cash rents for all the states in this 
region, lumping a number of smaller states into an “other 
states” category.
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Understanding the significance of current 
cropland values involves reflecting on trends 
of the past. In the early 1980s, cropland market 
values continued to increase despite a sharp 
rise in interest rates and a shrinking net farm 
income, signaling a marked decline in their 
underlying capitalized value. This meant that 
four decades ago, landowners were paying more 
for U.S. cropland than its perceived economic 
value. This gap between market values and 
capitalized values narrowed significantly later 
in the decade as market values closely tracked 
capitalized value. The gap continued to remain 
narrow throughout the next two decades as well. 

HISTORICAL TRENDS OF U.S. CROPLAND VALUES
PART ONE

This gap between these two cropland valuations 
began to widen significantly once again 
following the 2007-2008 financial crisis—
this time in the opposite direction. Now, the 
capitalized value of cropland has been greater 
than the market value for more than a decade. 
This gap has been largely due to sharp declines 
in interest rates, including the 10-Year Treasury 
Bond Constant Maturity Rate. In 2018, the gap 
narrowed when this bond rate spiked but then 
widened substantially in 2020 when it fell to a 
historic low of 0.89 percent. This rate has since 
risen to 1.6 percent in 2021, implying some 
narrowing of this gap moving forward.
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An investment in 
American farmland is 
an investment in the 

conservation of it, and 
a promise of a secure 
domestic food supply 

for the future.

Benefits of Farmland Ownership
RECESSION AND  
INFLATION RESISTANT

March 2020 represented one of the most 
significant stock market crashes in history as the 
nation faced an unprecedented pandemic and 
economic uncertainty was at an all-time high. 
Between February 12 and March 23, 2020, the 
Dow Jones Industrial Average (DJIA) plunged 
a record 37 percent. While the stock market 
has shown a significant rebound due to historic 
federal aid, concerns about inflation have 
begun to grow as food costs rise alongside other 
miscellaneous products. Through it all, cropland 
values show steady appreciation and continue to 
offer a haven investment in volatility.  

STEADY RETURNS

Despite the extreme economic volatility in 2020, 
U.S. farmland values held steady in comparison 
to other markets and represented an invaluable 
asset to farmers, ranchers, and rural landowners. 
The average rate of return to cropland ownership 
in the U.S. was 3.52 percent over the last 
decade—a testament to the stabilizing nature of 
cropland investments. For example, amid other 
real estate and stock crashes during the Great 
Recession in 2007-2009, cropland values rose  
4.3 percent.

SOCIAL RESPONSIBILITY

Although U.S. agriculture is an essential part of 
global trade and plays a vital role in maintaining 
food security, it’s at an increasing risk of 
endangerment through urbanization. From 1992 
to 2012, 31 million acres of American farmlands 
were lost to urban development. The American 
Farmland Trust has stated that 2,000 acres of 
farmlands on average are converted each day to 
residential and commercial properties. As rural 
land continues to shrink, land conservation 
becomes a higher priority for our nation. 
American farmland values continue to rise, but 
so does the importance of their existence. 
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A FULFILLING LIFESTYLE

Beyond the economic gains and land 
conservation contribution, cropland owners who 
are also involved in the daily operations derive a 
deep satisfaction in being stewards of their land, 
watching seeds grow to sustenance, and seeing 
the sun rise over the fields they are proud to call 
their own. In the hustle culture of America, there 
is something to be said for the gratifying feeling 
of stepping away from the noise and returning to 
the fundamentals of life.

Key Factors Influencing 
Cropland Valuation
RETURNS TO LAND OWNERSHIP

Farmland prices are largely driven by expected 
future earnings and opportunity costs. The 
measure of expected future earnings depends 
on whether the owner is also the farm operator. 

Cash rents increased 
steadily over the 2007-
2015 period and then 
largely plateaued as 
commodity prices 

weakened. Interest rates 
as measured by the  

10-Year Constant 
Maturity Bond Rate 

declined over much of 
this period, which helped 

to stabilize cropland 
prices since 2015. 

KEY TRENDS AFFECTING CAPITALIZED VALUES 
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The economic value of cropland for owner-
operators is the present value of expected future 
net income to land after land ownership costs are 
deducted. The economic value of cropland for 
the owner-landlord is the present value of cash 
rent received minus land ownership costs. 

Fixed cash rental agreement fees typically 
represent 30 percent of the average gross revenue 
over the past 3-5 years associated with the 
property. These payments are unaffected by crop 
yields and commodity price fluctuation.  
They also exclude government payments. 
Flexible cash rental agreements, on the other 
hand, reflect the current profitability of the land. 
Flexible profit-sharing agreements can be more 
profitable if commodity prices are strong, but 
also pose greater risk when commodity prices 
and yields decline.

COST OF OWNERSHIP

Costs that impact the net cash rent received 
should be taken into account when considering 
a land purchase. Cost of cropland ownership 
under a fixed cash rental agreement includes 
property taxes and maintenance costs—which 
vary with each unique property. The costs 
associated with flexible cash rental agreements 
reflect the negotiated share of total expenses.

INTEREST RATE FLUCTUATION

Cropland is a long-lived asset and thus more 
sensitive to interest rate fluctuations than 
shorter-lived assets like farm machinery. High 
interest rates like those seen in the 1980s 
decrease cropland prices. Low interest rates, 
on the other hand, have the opposite effect 
by increasing cropland values. For example, 
low rates reduce the cost of cropland when 
debt financing is involved. They also reflect 
lower returns on competing long-term fixed 
investments. Finally, low interest rates also 
benefit nonfarm investors who are buying land 
for other uses.

PROPERTY LOCATION

While an analysis of U.S. cropland values could 
go as granular as county-by-county comparisons, 
the location of the property plays a significant 
role in establishing the market value. High 
quality cropland as reflected in high yields and 
good drainage will go for a higher price than less 
productive land. The availability of a contiguous 
or nearby tract of cropland can also justify a 
higher price.
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This annual report on cropland trends and 
returns to cropland owners is divided into six 
major agricultural regions in the U.S. As shown 
in this map, several of these regions encapsulate 
two or more farm production regions identified 
by the USDA. For example, the Midwest region 
includes the USDA’s Corn Belt, Lake States, 
and Northern Plains subregions. The Southeast 
region includes the USDA’s Appalachian 
and Southeast subregions. The West region 
captures the USDA’s Pacific and Mountain 
subregions. These distinctions will be referred 
to throughout the course of this report. 

A NATIONWIDE OVERVIEW OF  
U.S. CROPLAND VALUES

PART TWO

On average, the Pacific subregion and Northeast 
region have the highest land values, mostly due 
to shrinking availability of land. Topography 
and productivity are also contributing factors. 
For instance, the Pacific subregion has the 
highest average cropland values, while the 
Mountain subregion has the lowest pastureland 
values. Both of these subregions fall under the 
umbrella of the West region, which accounts 
for 31.3 percent of total cash receipts for crop 
production, but only 19.9 percent of total 
cash receipts for animal and animal product 
production. This translates to higher cropland 
values than pastureland values in the West 
region as a whole. 
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Overall, the value per acre in each region 
was higher in 2020 than 2010. The greatest 
percentage growth in cropland values occurred 
in the Northern Plains subregion at 94 percent, 
while the smallest growth occurred in the 
Southeast subregion at 10 percent. Most regions 
experienced greater growth in cropland values 

over the first half of this period, softening 
thereafter as the prices for commodities such as 
corn, soybeans, and wheat declined from their 
peak in 2014. Average cropland values in the 
Corn Belt region, for example, increased 63.8 
percent over 2010-2015, but fell 5.3 percent 
over 2015-2020.

REGIONAL CROPLAND VALUES  
AND RETURN RATES

PART THREE

Keep reading to find a deep-dive analysis of trends in cropland values, internal 
rate of return, and capitalization for each of the six major U.S. regions labeled in 

this report, as well as national and regional outlooks for 2021-2022.

1 0
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OVERVIEW OF WEST  
CROPLAND OWNERSHIP

Cropland values per acre in the Pacific 
subregion appreciated in value by 45.38 percent 
over the 2010-2020 period, while values in the 
Mountain subregion increased by 32.24 percent. 

The ex post internal rate of return for all states 
in the West region was higher than the average 
10-Year Constant Maturity Treasury Bond Rate, 
ranging from 2.7 percent in Arizona and 12.4 
percent in Washington.

Capitalization rates in both West subregions 
ended the 2010-2020 period lower than the 
capitalization rates reported in 2010. The average 
annual cap rate in the Pacific subregion fell 19.1 
percent to 2.86 percent over this 11-year period. 
The average cap rates in the Mountain subregion 
fell 8.75 percent to 4.50 percent over the same 

period. Both trends reflect cash rents increasing 
more slowly than cropland values although still 
above the 10-Year Constant Maturity Treasury 
Bond Rate.

CROPLAND VALUE TRENDS

While the annual average cropland value 
per acre in the West showed a high rate of 
appreciation over the 2010-2020 period, growth 
varied significantly by state. Colorado and 
Idaho experienced the greatest appreciation 
at 70.5 percent and 64.1 percent respectively. 
However, average cropland values declined in 
both New Mexico and Arizona by 8.57 percent 
and 1.3 percent respectively. The low correlation 
between cash rents and cropland valuation, along 
with environmental uncertainty, differences 
in irrigation use and productivity are all likely 
contributing factors to this slight depreciation.

REGIONAL STATS AT-A-GLANCE
(percentage of change f rom 2010 to 2020)

CROPLAND VALUES 
PER ACRE

CASH RENTS TO 
CROPLAND OWNER

CAPITALIZATION 
RATE

Up to $7,240 in the 
Pacific subregion

 45.38%
Up to $207.00 in the 
Pacific subregion

 17.61%
Down to 2.86% in the 
Pacific subregion

 19.10%

Up to $2,010 in the 
Mountain subregion

 32.24%
Up to $90.50 in the 
Mountain subregion

 20.67%
Down to 4.50% in the 
Mountain subregion

 8.75%
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INTERNAL RATE OF RETURN

The ex post internal rate of return to 
cropland ownership over this period in 
the West also varied significantly by state. 
Washington had the highest ex post internal 
rate of return at 12.4 percent. Arizona had 
the lowest internal rate of return at 2.7 
percent. All states in this region achieved an 
internal rate of return exceeding the average 
annual 10-Year Treasury Constant Maturity 
Bond Rate for the 2010-2020 period.

CROPLAND  
CORRELATION VALUES

The correlation between cropland values 
and cash rent in states like California and 
Idaho are highly positive, suggesting that market 
values tend to mirror what is happening in cash 
rents. The correlation in Colorado, Oregon 
and Utah and most other states in this region 
is also positive, but to a lesser degree. The two 
exceptions are Arizona and New Mexico which 
demonstrate a negative correlation, suggesting 
that other factors besides cash rents are affecting 
cropland values. Cash rents increased 72 percent 
over the 2010-2020 period in Arizona, for 
example, while cropland values in 2020 were less 

than the value in 2010. It appears there is more 
of a willingness for operators to rent rather than 
own cropland given the lack of appreciation in 
land values. 
 
Cropland values in all but one state in the West 
region were highly correlated with their lagged 
value. The trend in land values the previous year 
had a strong influence on current land values. 
Arizona, however, demonstrated an extremely 
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weak autocorrelation. This is likely because 
cropland values in that state increased 
early in the 2010-2020 period but  
declined each year since 2014 while cash 
rents continued to increase, suggesting 
short-term productivity was occurring yet 
lingering uncertainty remained for long-
term cropland investments.  

CAPITALIZATION RATE

The highest average annual cap rate at 
the state level in the West region was in 
Washington at 8.34 percent while the 
lowest was in Utah at 1.94 percent due  
to rents being relatively low compared  
to cropland values.

The relatively high capitalization rate 
variability in New Mexico at 27.95, 
Arizona at 17.10, and Colorado at 
14.65 suggests more risk of low annual 
ownership returns associated with 
short-term rental agreements than the 
other states in this region. California 
at 6.78 exhibited the lowest variability 
in annual cap rates in this region, 
suggesting relatively low risk exposure 
to ownership returns associated with 
annual rental agreements.  

2021-2022 OUTLOOK FOR WEST CROPLANDS

According to the federal government’s drought 
monitor, the West is dealing with a prolonged 
drought that has worsened in 2021 due to a 
light snowpack last winter and lack of rainfall 
this spring. California, Oregon, Washington, 
Montana, Utah, Arizona, New Mexico, and 
Mexico all share water provided by the Colorado 
Basin that irrigates millions of cropland acres. 
Lake Mead is currently 36 percent full, and Lake 
Powell is 34 percent full. The federal government 
projects Lake Meade over the next two years will 

fall to levels not seen since the Great Depression 
when the basin was first filled. The potential for 
water shortages for irrigation purposes and a 
shortfall in precipitation in light of a protracted 
drought in this region suggests cash rental fees 
in 2022 will likely be stable at best. As long as 
interest rates remain low, cropland values 
in the West region should remain relatively 
stable. However, this may vary from state to 
state depending on the effects of the drought 
and commodities grown.

CAPITALIZATION RATE 2010-2020 BY STATE
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OVERVIEW OF MIDWEST 
CROPLAND OWNERSHIP

Annual cropland values per acre experienced 
significant varieties of growth by state. For 
example, North Dakota reported the largest 
increase at 129 percent over the 2010-2020 
period. Wisconsin experienced the smallest 
increase at 34 percent. Cropland values in 
Nebraska experienced the biggest variation 
between the first and second half of this period 
with an increase of 106 percent over the  
2010-2015 period and decline of 8.2 percent  
after 2015.

Ex post internal rate of return over the 
2010-2020 period ranged from 5.8 percent in 
Wisconsin to 12.4 percent in North Dakota.

Capitalization rates in all three Midwest 
subregions showed slight softening over the 
2010-2020 period. The greatest decline was in 
the Northern Plains subregion, where the cap 
rate fell from 5.04 percent in 2010 to 3.91 percent 
by 2020. Even so, all three subregional cap rate 
trends exceeded the average 10-Year Treasury 
Constant Maturity Bond Rate over the  
same period. 

REGIONAL STATS AT-A-GLANCE
(percentage of change f rom 2010 to 2020)

CROPLAND VALUES 
PER ACRE

CASH RENTS TO 
CROPLAND OWNER

CAPITALIZATION 
RATE

Up to $6,350 in the 
Corn Belt subregion

 55.26%
Up to $202.00 in the 
Corn Belt subregion

 32.89%
Down to 3.18% in the 
Corn Belt subregion

 14.40%

Up to $4,730 in the 
Lake States subregion
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Up to $2,740 in the 
Northern Plains 
subregion

 94.33%
Up to $107.00 in 
the Northern Plains 
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 50.70%
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the Northern Plains 
subregion

 22.45%
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CROPLAND VALUE TRENDS

Annual average cropland values per acre 
rose sharply in each of these three USDA 
regions over the first five years of the 2010-
2020 period, largely reflecting improving 
commodity prices. Cash rents also generally 
increased over this period. As commodity 
prices began to deteriorate in 2015 and 
remained well below the peak in 2013-2014, 
annual cropland values largely plateaued. 
The weak trends in this region’s cropland 
values since 2015 would likely have been 
lower had interest rates not declined over 
this period.

INTERNAL RATE OF RETURN

The ex post internal rate of return over the 
2010-2020 period ranged from 5.8 percent  
in Wisconsin to 12.4 percent in North 
Dakota. Even so, the internal rate of return 
in each state was substantially higher than 
the average 10-Year Treasury Constant 
Maturity Bond Rate of 2.28 percent over the 
same period.

CROPLAND CORRELATION VALUES

All Midwest states demonstrated strong 
cropland correlation values between gross cash 
rents and cropland values. Iowa exhibited the 
strongest correlation at 0.99, while Minnesota 
has the lowest correlation at 0.81. This suggests 
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cash rents in these states play a major 
role in the valuation of cropland.

The cropland values in these states were 
also highly autocorrelated with the 
lagged value, suggesting a high degree 
of similiarity in the trend in cropland 
values from one year to the next. These 
correlations are very similar to the 
correlations seen one decade earlier 
(2000-2010) as well.

CAPITALIZATION RATE

The average annual cap rate over the 
2010-2020 period ranged from a low of 
2.52 percent in Ohio to a high of 4.42 
percent in Nebraska.  

The cap rate variability over this time 
period was highest in North Dakota 
at 18.92. This suggests that, while the 
average cap rate in North Dakota was 
high relative to all but one of the other 
states in this region, it also exhibited the 
highest year-to-year variability. Thus, 
while the cap rate in this state was high, 
the inherent risk in the potential stream 
of future returns to ownership was also 
high, particularly if rental agreements 
are renegotiated annually. Other states in 
this region also had relatively high cap 
rates but less exposure to risk.

2021-2022 OUTLOOK FOR MIDWEST CROPLANDS

Despite significant softening of commodity 
prices over the second half of the past decade, 
Midwest cropland values remained relatively 
stable. In 2020-2021, grain prices have reached 
historic levels due to increased demand from 
China and adverse weather in South America 
that is constricting the global supply. Export 

demand for crop commodities grown in this 
region is expected to remain strong in 2022. This 
may result in cash rental fees increasing as much 
as 10 percent. If interest rates remain at current 
levels, we should see increases in cropland 
values in the states in this region reflecting the 
local increase in cash rents.
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OVERVIEW OF SOUTHERN PLAINS 
CROPLAND OWNERSHIP

Average annual cropland values in the 
Southern Plains increased substantially over the 
2010-2020 period, up almost 38 percent from the 
regional average value of $1,400 an acre in 2010. 

Ex post internal rate of return for Texas and 
Oklahoma both exceeded the 10-Year Treasury 
Constant Maturity Bond Rate of 2.28 percent at 
4.70 and 5.90 percent, respectively. 

Capitalization rates over the 2010-2020 period 
vacillated above and below the 10-Year Treasury 
Constant Maturity Bond Rate, suggesting less 
annual variability in comparison. 

REGIONAL STATS AT-A-GLANCE
(percentage of change f rom 2010 to 2020)

CROPLAND VALUES 
PER ACRE

CASH RENTS TO 
CROPLAND OWNER

CAPITALIZATION 
RATE

Up to $1,930 in the 
Southern Plains

 37.86%
Up to $40.50 in the 
Southern Plains

 20.90%
Down to 2.10% in the 
Southern Plains

 12.30%

In the 1980s,  
Southern Plains 

cropland values did not 
increase as significantly 

as other U.S. regions  
— a testament 

to the stability of 
cropland values.

1 7

SOUTHERN PLAINS REGION



CROPLAND VALUE TRENDS

Cropland values increased 34 percent in 
Texas and 50 percent in Oklahoma over the 
2010-2020 period. In the 1980s, Southern 
Plains cropland values did not increase 
as significantly as other U.S. regions—a 
testament to the stability of cropland values 
here. Cash rents in both states increased 
more slowly than cropland values over 
the 2010-2020 period. As of 2020, average 
cropland values in Texas and Oklahoma sit 
at $2,030 and $1,690 per acre, respectively. 

INTERNAL RATE OF RETURN

The ex post internal rate of return to 
ownership in these two states over the 2010-
2020 period was 5.90 percent in Oklahoma 
and 4.70 percent in Texas. The rate of return 
for both states exceed the average 2.28 

contributing factor of Southern Plains cropland 
valuation. This table also indicates current 
cropland values were highly correlated with 
lagged or last year’s value. The vast rural areas 
within this region minimize the effects of urban 
sprawl on cropland values.

percent yield on the 10-Year Treasury  
Constant Maturity Bond Rate.

CROPLAND CORRELATION VALUES

The correlation between cash rent and cropland 
values in both states is positive and relatively 
strong, suggesting that cash rents are a major 

PERCENT CHANGE IN 
SOUTHERN PLAINS REGION 

CROPLAND VALUES 2010-2020

34% 50%
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The difference in 
variability between 

the two states 
suggests there is 
greater exposure 

to fluctuation 
risk in Oklahoma, 
particularly when 

annual rental 
agreements are 

negotiated.

CAPITALIZATION RATE

The average cap rate over the entire 
2010-2020 period for both states was low 
compared to states in other regions. The 
variability in the cap rate in these two 
states was also relatively low. However, 
the variability in Oklahoma was twice as 
large as the variability in Texas. 

2021-2022 OUTLOOK FOR SOUTHERN PLAINS CROPLANDS

Southern Plains cropland values show an 
overarching trend of stable appreciation—even 
in the face of uncontrollable factors such as 
adverse weather and market volatility. With 
this stability comes a lower rate of return to 
ownership. While this region has faced a harsh 

winter, the improved price outlook for cotton, 
soybeans, sorghum, and rice suggests a 5-10 
percent increase in cash rental fees in this region. 
Assuming continued low interest rates through 
2022, cropland values should reflect the 
increase in cash rents negotiated for 2022.

SOUTHERN PLAINS REGION 
CAPITALIZATION RATES

0.04

0.02

0

0.06
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BOND RATE

SOUTHERN PLAINS
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CAPITALIZATION RATE 2010-2020 BY STATE
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OVERVIEW OF DELTA  
CROPLAND OWNERSHIP

Cropland values in the Delta region have 
increased steadily over the 2010-2020 period, up 
roughly 57 percent from the regional average of 
$1,800 an acre in 2010.  

The state with the highest ex post internal rate 
of return is Mississippi at 8.4 percent, followed 
by Louisiana at 7.8 percent and Arkansas at  
7.7 percent.

Capitalization rates at the regional level 
declined slightly over the 2010-2020 period as 
rents rose more slowly than cropland values. 
Even so, the regional cap rates were well above 
the 10-Year Treasury Constant Maturity Bond 
Rate over the entire 2010-2020 period.

REGIONAL STATS AT-A-GLANCE
(percentage of change f rom 2010 to 2020)

CROPLAND VALUES 
PER ACRE

CASH RENTS TO 
CROPLAND OWNER

CAPITALIZATION 
RATE

Up to $2,960 in  
the Delta

 56.61%
Up to $115.00 in  
the Delta

 39.60%
Down to 3.89% in  
the Delta

 12.58%

There is high 
likelihood that an 

expected rise in cash 
rents will translate 

into higher cropland 
values in 2022  

— as long as interest 
rates continue to 

remain low.
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The second column in this table also shows there 
was a high degree of autocorrelation in cropland 
value trends in each state over this period. This 
suggests a high degree of similarity between 
current cropland values and previous values over 
the 2010-2020 period. These high values imply 
that if land values increased last year, it is highly 

CROPLAND VALUE TRENDS

Louisiana experienced the greatest increase 
in annual cropland values in the Delta 
region at 62.8 percent. Mississippi and 
Arkansas cropland values also increased 
significantly over the 2010-2020 period at 
58.9 percent and 50.8 percent, respectively.

INTERNAL RATE OF RETURN

Historical data used to determine the ex 
post internal rate of return to cropland 
ownership in the Delta region suggest 
Mississippi had the highest ex post internal 
rate of return at 8.4 percent, followed by 
Louisiana at 7.8 percent and Arkansas at 
7.7 percent. This internal rate of return was 
substantially higher than the average rate  
on 10-year Constant Maturity Treasury 
Bond Rate. 

CROPLAND  
CORRELATION VALUES

There was a strong positive correlation between 
cash rents and cropland values at the state level 
in the Delta region over the 2010-2020 period as 
shown in the table to the right.  

PERCENT CHANGE IN DELTA REGION 
CROPLAND VALUES 2010-2020

51% 63%
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CAPITALIZATION RATE

The average cap rates in Arkansas 
and Mississippi over the entire 2010-
2020 period were not appreciatively 
different from each other. The cap rate in 
Louisiana was somewhat lower, but still 
strong compared to other regions. 

There was relatively low variability 
in the cap rate in the Delta region. 
Louisiana exhibited more potential 
risk exposure in future ownership 
returns associated with annual rental 
agreements (7.76) than the other two 
states. Louisiana’s cap rate variability was 
also comparatively higher than nearby 
states like Alabama (3.57) and Texas 
(4.07), but much lower than other states 
like Georgia (13.85).

2021-2022 OUTLOOK FOR DELTA CROPLANDS

The Delta region shows a consistent trend of 
higher return rates when compared to the  
10-Year Treasury Constant Maturity Bond Rate 
with low variability in value year-over-year. 
There is high likelihood that an expected 
rise in cash rents will translate into higher 

cropland values in 2022—as long as interest 
rates continue to remain low. This assumes 
the absence of adverse weather conditions that 
often affect significant portions of this region, 
although crop insurance is a viable hedge  
against this risk.  
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OVERVIEW OF SOUTHEAST 
CROPLAND OWNERSHIP

Cropland values in the Southeast region 
experienced modest growth in the  
Appalachian and Southeast subregions over  
the 2010-2020 period, at 21.5 percent and  
10 percent, respectively. 

Ex post internal rate of return varies widely 
state-to-state, ranging from 1.0 percent to  
6.8 percent, with three states falling slightly 
below the 10-Year Treasury Constant Maturity 
Bond Rate of 2.8 percent. 

Capitalization rates also exhibit high state-
to-state variability, ranging from 3.57 to 13.85, 
implying that some states have less risk of annual 
variability in cash returns than others. 

CROPLAND VALUE TRENDS

Average cropland values in the Southeast 
region grew at a modest pace over the 2010-
2020 period in comparison to other U.S. regions. 
In the Appalachian subregion, they rose from 
$3,490 per acre in 2010 to $4,240 in 2020, a 
21.50 percent increase. The Southeast subregion 
saw more modest growth from $3,800 in 2010 
to $4,180, a 10 percent increase. Unlike the 
Appalachian subregion, cropland values in 
the Southeast subregion increased more in the 
second half of the 2010-2020 period at 8.90 
percent than the first half at just 1.10 percent.

At the state level, Kentucky exhibited the greatest 
growth in cropland values over the 2010-2020 
period at 43 percent, followed by Alabama at  

REGIONAL STATS AT-A-GLANCE
(percentage of change f rom 2010 to 2020)

CROPLAND VALUES 
PER ACRE

CASH RENTS TO 
CROPLAND OWNER

CAPITALIZATION 
RATE

Up to $4,240 in the 
Appalachian subregion

 21.49%
Up to $101.00 in the 
Appalachian subregion

 42.25%
Up to 2.38% in the 
Appalachian subregion

 17.09%

Up to $4,810 in the 
Southeast subregion

 10.00%
Up to $94.00 in the 
Southeast subregion

 51.61%
Up to 2.25% in the 
Southeast subregion

 37.83%
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33 percent. On the other hand, Georgia and 
West Virginia cropland values were lower in 
2020 than the value in 2010—down  
2.1 percent and 0.9 percent, respectively. 
Both West Virginia and Georgia face  
higher competition of land use than 
Alabama and Kentucky which is likely a 
contributing factor to the differences in 
cropland valuation. 

INTERNAL RATE OF RETURN

The ex post internal rate of return in 
Southeast region was highest in Kentucky 
at 6.8 percent, followed by Alabama at 4.3 
percent, and Tennessee at 4.1 percent. West 
Virginia had the lowest rate at 1.0 percent 
followed by Virginia at 1.2 percent.  All 
Southeast states, apart from West Virginia, 
Virginia, and Florida, achieved an ex post 
internal rate of return at or above the  

moderate negative correlation. While Alabama 
and North Carolina show a strong correlation 
between cash rents and cropland values, Georgia 
showed virtually no correlation as cash rent 
per acre rose 57.50 percent over the 2010-2020 
period while cropland values fell by 2.06 percent. 
West Virginia exhibited a negative correlation 

2.28 percent the 10-Year Treasury Constant  
Maturity Bond Rate. 

CROPLAND CORRELATION VALUES

The correlation between average cropland 
values and cash rents for states in the Southeast 
region range from strong positive correlation to 

PERCENT CHANGE IN SOUTHEAST 
REGION CROPLAND VALUES 2010-2020
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between cash rents and cropland values 
(-0.44), suggesting other factors play a 
significant role in driving cropland values 
in this state. 

Six of the nine states in this region had 
a strong autocorrelation in cropland 
values. The coefficients for Alabama 
(0.99), Florida (0.94), and Tennessee 
(0.93) suggest that past cropland values 
had a strong bearing on current cropland 
values. The autocorrelation coefficients 
for Georgia, Virginia, and West Virginia 
were relatively weak, suggesting there is 
more year-to-year variability in cropland 
values for these states. 

CAPITALIZATION RATE

The average annual cap rates in the 
Southeast region over the 2010-2020 
period were highest in Kentucky and 
Georgia and lowest in Virginia and  
West Virginia. 

Cap rates on cropland showed the 
greatest variability in Georgia (13.85), 
South Carolina (10.62), and West Virginia 
(10.46). Alabama (3.57), on the other 
hand, showed the lowest variability in  
cap rates, implying less risk associated 
with year-to-year variability in cash 
returns to ownership.

2021-2022 OUTLOOK FOR SOUTHEAST CROPLANDS

State-by-state differences in cropland valuation 
trends vary widely in the Southeast region. 
Factors that landowners and operators 
must consider include market fluctuation of 
their specific commodities, adverse weather 
contingency plans, and cropland trends in their 
specific location. States like North Carolina 

and Alabama cropland values are more highly 
correlated with cash rents and thus are more 
likely to experience higher land values in 2022. 
All states except for Georgia, Virginia, and West 
Virginia show a strong relationship in cropland 
values from one year to the next. 

CAPITALIZATION RATE 2010-2020 BY STATE
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OVERVIEW OF NORTHEAST 
CROPLAND OWNERSHIP

Average cropland values in this region rose 
4.74 percent in the first half of the decade and 
doubled this rate of growth over the last six years 
of the 2010-2020 period.

The ex post internal rate of return for New 
York and Pennsylvania were the only two of 
all Northeast states with available data that 
exceeded the average annual 10-Year Constant 
Maturity Treasury Bond Rate of 2.28 percent. 

Capitalization rates in the Northeast region are 
the lowest among all the USDA farm production 
regions, averaging only 1.31 percent over the 
entire 2010-2020 period.

REGIONAL STATS AT-A-GLANCE
(percentage of change f rom 2010 to 2020)

CROPLAND VALUES 
PER ACRE

CASH RENTS TO 
CROPLAND OWNER

CAPITALIZATION 
RATE

Up to $6,070 in the 
Northeast

 15.18%
Up to $86.00 in the 
Northeast

 60.75%
Up to 1.42% in the 
Northeast

 39.56%

NORTHEAST REGION

CROPLAND VALUE TRENDS

The 2020 value per acre of $6,070 was the third 
highest among all USDA regions, just behind 
the Corn Belt subregion ($6,350), and the 
Pacific subregion ($7,240). Pennsylvania had 
the highest average cropland growth rate for all 
states in this region for which data is available. 
Average cropland values in this state grew from 
$5,710 per acre in 2010 to $7,100 in 2020, a 24 
percent increase. New Jersey, which had the 
highest average per acre cropland value in the 
nation back in 2010 ($13,300) increased only 4 
percent over the 2010-2020 period. New Jersey’s 
cropland values peaked at $16,000 per acre  
back in 2007 and have declined 13.8 percent 
since then. 
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other factors were influencing cropland values, 
such as competing uses for land. Cropland values 
in New York and Pennsylvania also exhibited a 
high degree of autocorrelation over the 2010-
2020 period (0.91 and 0.97 respectively). This 
indicates land values the previous year had a 
strong influence on current cropland values. 

INTERNAL RATE OF RETURN

The ex post internal rate of return to land 
ownership in the Northeast region over 
the 2010-2020 period varied significantly 
by state. New York had the highest ex post 
internal rate of return at 3.40 percent. 
New Jersey, on the other hand, has an ex 
post internal rate of return of less than 
one percent, reflecting the small increase 
in cropland values (3.76 percent) over the 
2010-2020 period. Only New York and 
Pennsylvania exhibited an ex post internal 
rate of return that exceed the average  
annual 10-Year Constant Maturity Treasury 
Bond Rate.

CROPLAND CORRELATION 
VALUES

New York and Pennsylvania showed the 
highest correlation between cropland 
values and cash rents. These states also 
have the highest agricultural output in the 
Northeast. New York average cash rent per 
acre was highly correlated with cropland values 
at 0.94, followed by Pennsylvania at 0.85. This 
was not the case for other Northeast states where 
data on cash rents was available. New Jersey 
exhibited the lowest correlation (0.53), implying 
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The lagged cropland values had less of a 
relationship with current values in New 
Jersey and Delaware over this same period 
(0.61 and 0.57 respectively).

CAPITALIZATION RATE

The average cap rate in each of the states 
in the Northeast region where data on cash 
rents were available ranged from a high of 
2.13 percent in New York to a low of 0.53 
percent in New Jersey where cash rents 
were low relative to the state’s high cropland 
values. The average cap rates in all states 
aside from New York were below the average 
the 10-Year Treasury Constant Maturity 
Bond Rate, suggesting a lower rate of return 
on Northeast cropland when compared to 
other major U.S. regions. 

The variability in cap rates over the 
2010-2020 period was particularly high in 
Delaware at 14.59 and Maryland at 13.53. 
This suggests a relatively high level of risk 
exposure to potential future returns to 
ownership, particularly under annual rental 
agreements. The variability in cap rates for 
the remaining Northeast states analyzed, 
suggests a stronger correlation between last 
year’s value and the current value. 

2021-2022 OUTLOOK FOR NORTHEAST CROPLANDS

The value-to-cash rent multiple for states in this 
region where data are available is the highest 
in the country, suggesting investors are willing 
to pay more for the expected return in this 
region. It also likely reflects the demand for land 
for other uses in some locales. This multiple 
fell dramatically the past decade, however. 
The increase in average cropland values in 
these states over the 2010-2020 period were 
the lowest in the country. Crop production 

is more diversified than many of the regions 
apart from the West region. Pennsylvania was 
the only Northeast state in the top twenty corn 
producing states (16th in 2020). Therefore, the 
recent growth in export demand for feed grains 
and other major crop commodities will have 
relatively small impact on cropland values in this 
region. Assuming interest rates will remain 
low in 2022, cropland values in this region will 
likely remain stable as seen in recent years.
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While regional factors vary, the overall national 
outlook for U.S. croplands is stronger than 
seen in recent years. Unlike the early 1980s, 
capitalized values of U.S. cropland have been 
higher than current market values over most of 
the past decade. 

SOME MAJOR REASONS BEHIND 
THIS SHIFT INCLUDE

THE NATIONAL OUTLOOK FOR  
U.S. CROPLAND IN 2022

PART FOUR

Cropland values will increase if cash rents increase, and interest rates remain low. Cropland 
values will decrease if interest rates increase and cash rents do not. These trends can offset one 
another depending on their relative trends. If interest rates remain low into 2022 as currently 
expected, prices on quality cropland are expected to increase by as much as 10 percent by the 
end of 2022 in regions like the Midwest and Delta where commodities like corn, soybeans, 
wheat, and cotton play a major role in local markets. Cropland values in other regions will 
reflect other factors which affect returns to cropland ownership, including the West region 
which is experiencing a prolonged severe drought.

BOTTOM LINE

Factors to Consider with  
Cropland Investment
• Will major crop commodity prices remain 

high assuming trend crop yields? 

• Will fertilizer and other input costs continue 
to rise as we have seen thus far in 2021?

• Will interest rates remain low or will  
they begin to rise if inflationary  
expectations build?

• Will returns to cropland ownership rise 
relative to alternative long-lived investments? 

• Will the supply of cropland on the market 
become even more scarce given higher 
operator profits and liquidity in 2020, 
making an ordinarily thin market (low 
inventory of cropland for sale) even thinner?The extent to which the factors to the right affect 

the supply and demand of available cropland for 
sale will influence cropland valuations over the 
next 18 months. 

RELATIVELY 
STABLE CASH 

RENTS

LOW OWNER-
OPERATOR 
LIQUIDITY

LOW 
INTEREST 

RATES
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Contact us today to learn 
more about how we can 

provide the financing you 
need to build your land 

equity and capitalize on the 
true potential of your land.

AGAMERICA.COM 
855.905.1060

The finite supply of cropland makes ownership 
a valuable asset to leverage in times of 
economic volatility. Competing land use, such 
as urbanization, highlights the importance of 
the remaining rural real estate in our country. 
The actions of the estimated three million rural 
landowners in the U.S. will directly impact 
the future of agricultural operations, rural 
communities, and our domestic food supply.

Farmers, ranchers, and landowners all have 
a role to play in the essential industry of 
feeding our nation and the world. Rural land 
is of paramount importance to keep this 
country sustained and more cannot be created, 
making it one of the most stable and valuable 
assets available during economic uncertainty. 
Working with a lender who understands the 
unpredictable nature of the industry is key 
when creating a financial structure that helps 
cropland owners thrive in the good times and 
sleep well during the tough ones. 

CAPITALIZING ON CROPLAND OWNERSHIP
PART FIVE

With a singular focus on agricultural land, 
AgAmerica offers a spectrum of financing 
solutions that are customizable to meet your 
specific needs as a landowner. 

3 0



Dr. Penson is the Chief 
Economist at AgAmerica 
Lending. He has held the title 
of Regents Professor and Stiles 
Professor in the Department 
of Agricultural Economics 
at Texas A&M University. He 
earned his Ph.D. in Agricultural 
Economics from the  
University of Illinois and B.S. 
and M.S. degree from Southern 
Illinois University, where he 
received the Outstanding 

DR. JOHN PENSON
CHIEF ECONOMIST

Alumnus Award.

His research efforts over the years have focused on the relationship 
between the general economy and the nation’s food and fiber 
industries. These efforts have led to a number of national awards from 
the American Agricultural Economics Association in addition to the 
Distinguished Achievement Award in Research at the university level 
by Association of Former Students at Texas A&M University. 

Dr. Penson has also received numerous awards for his teaching 
efforts, including Distinguished Teaching Awards for both the 
American Agricultural Economics Association and the Western 
Agricultural Economics Association. His teaching program has also 
been recognized by the Association of Former Students at Texas A&M 
University with Distinguished Achievement Awards, twice at the 
university level and once at the college level. 
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To know the farmer.

To counsel the farmer.

To provide a financial structure that  
allows the farmer to thrive in good times 

and to sleep well during tough times.

To celebrate the critical role of the farmer 
in America, and to champion all that the 

American farmer represents in a  
changing world.

OUR MISSION
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