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Fifth District Survey of Agricultural Credit Conditions 

Weakness in Farm Loan Demand Moderated; Farmland Prices Moved Higher 
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Regional Surveys of Business Activity 

Overview 
Results from the Richmond Fed’s latest survey of 
Fifth District agricultural banks indicated that 
weakness in agricultural credit lending conditions 
eased during the first quarter of 2011. Bankers 
reported that farm loan demand contracted at a 
slower pace than in late 2010.  However, contacts 
generally noted that requests for loan renewals or 
extensions increased at a slower pace than indicated 
in our last report, while requests for loan repayment 
rates declined further.  Moreover, agricultural lenders 
reported that farm loans were generally less 
available and that collateral requirements tightened 
further. Reports indicated that interest rates 
increased for feeder cattle loans but eased for all 
other categories. Turning to farmland values, first-
quarter land prices were above both the previous 
quarter and year-ago levels. 

Demand for Farm Loans 
Lenders attributed the moderation of weakness in 
loan demand to higher cattle prices, farmland values 
and global food demand driving up commodity 
prices. However, significant increases in input costs 

raised concerns regarding profitability in 2011. 
Moreover, lenders continued to express concerns 
about escalated feed costs for poultry and livestock 
producers. Also, lenders indicated that the forestry 
industry continued to suffer due to weak economic 
conditions, although signs of improvement were 
noted in specialty markets. In addition, many of the 
nursery operators reported a positive first quarter. 

Contacts in the Carolinas and West Virginia reported 
that cattle prices continued on an upward trend. They 
noted, however, that increased feed costs affected 
profits, but that operations had posted modest gains. 
A banker in North Carolina mentioned that global 
food demand is the driving factor in future commodity 
prices. He indicated that weather-related events will 
not only affect production, but also alter food demand 
around the world. Lenders in North Carolina and 
Virginia cited declines in demand for forestry 
products due to relatively low housing starts, but 
indicated that niche markets were managing to 
survive. Furthermore, a contact in North Carolina 
indicated that nursery operators had reported 
improvement in contracts for spring sales with 
existing homeowners improving “curb appeal.”  
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Looking forward, lenders expect farm loan volumes 
generally to contract at a slower pace in the second 
quarter of 2011, led by less weakness in the demand 
for crop storage and farm machinery loans. The 
reading for crop storage loans moved up twenty-nine 
points to -27, and the expected demand for farm 
machinery loans rose sixteen points to -16. In other 
categories, the expected demand for feeder cattle 
loans lost sixteen points to -44, and the reading for 
dairy loans edged up three points to -38. In contrast, 
the reading for operating loans added twenty-six 
points to 31. 

Interest Rates 
Interest rates for agricultural loans by category were 
mixed during the first quarter. Compared to fourth-
quarter levels, rates for long-term real estate loans 
moved down 26 basis points and rates for 
intermediate-term loans declined 18 basis points.  In 
other categories, interest rates for operating loans fell 
11 basis points while rates for feeder cattle loans 
moved up 15 basis points.   

Availability of Credit 
In the first quarter, 77 percent of lenders reported 
that they had actively sought new farm loans—up 
from 63 percent in the previous quarter. Moreover, 
lenders reported that farm loans were generally less 
available—the funds availability index declined 
sixteen points to 16. 

Credit Quality 
During the first quarter, the quality of agricultural 
credit demand was mixed. Loan repayment rates fell 

further, as the index moved down twelve points to      
-23 and the loan renewals index dropped fourteen 
points to 23. In addition, the index for collateral 
requirements picked up eleven points to end the first 
quarter at 69.  

Farmland Values 
The market value of good farmland averaged $3,565 
per acre in the first quarter, 9.3 percent above the 
fourth quarter reading and 2.9 percent higher than a 
year earlier.  Looking ahead, however, bankers 
anticipate that farmland prices would grow at a 
slower pace during the second quarter of 2011; the 
index for expected land values lost three points to -8.  

All banks surveyed are within the Fifth Federal 
Reserve District:  the District of Columbia, Maryland, 
North Carolina, South Carolina, Virginia, and most of 
West Virginia. 

Contact 

Judy Cox 

Senior Economic Analyst 
Research Dept. /Regional Economics 
Federal Reserve Bank of Richmond 
Richmond Office 

Ph: 804.697.8152 ·  Fax: 804.697.8123 
judy.cox@rich.frb.org 
www.richmondfed.org  

mailto:judy.cox@rich.frb.org
http://www.richmondfed.org/


Regional Surveys of Business Activity                                        First Quarter 2011 
Fifth District Survey of Agricultural Credit Conditions                               

 

 
 
 

3 

F a rm  Non-R ea l E s ta te L ending G rea ter           
tha n Us ua l

L es s             
tha n Us ua l

About         
a s  Us ua l

Demand for L oans 46 23
F unds  Availability 15 54
L oan R epayment R ates 31 62
R enewals  or E xtens ions 8 62
C ollateral R equirements 0 31

2010:  Qtr . 4 2010:  Qtr . 1

Demand for L oans -42 -39
F unds  Availability 32 17
L oan R epayment R ates -11 -11
R enewals  or E xtens ions 37 28
C ollateral R equirements 58 24

L ower S a me

R eal E s tate L oans 31 69
Non R eal E s tate L oans  36 27
F eeder C attle 44 56
Dairy 38 63
C rop S torage 36 55
O perating 15 38
F arm Machinery 33 50

2010:  Qtr . 4 2010:  Qtr . 1

R eal E s tate L oans -37 -11
Non R eal E s tate L oans -22 -19
F eeder C attle -28 -25
Dairy -41 -25
C rop S torage -56 -19
O perating 5 28
F arm Machinery -32 -17
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31
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31
69

2011: Qtr . 1

-27
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-31
0

-38

A gr icultural C redit C onditions

P erc ent R eporting

-15

-23

0

0

Indic a tors  of Dema nd

Higher

46

2011:  Qtr . 1

Diffus ion Index es 1

F a rm  L oa n V olum e E x pec ted:            
Nex t T hree M onths

Diffus ion Index es 1

P erc ent R eporting

9

17

16

69

36

23

-44

0
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L evel

Avera ge L oa n-to-Depos it R a tio 2011:  Qtr .1 2010:  Qtr . 4 2010:  Qtr . 1
81. 7 1. 9 ppt   -2 . 2 ppt   

L ower  T ha n 
Des ired About R ight

54 46

2010:  Qtr . 4 2010:  Qtr . 1

-56 -25

L evel

2011:  Qtr .1 2010:  Qtr . 4 2010:  Qtr . 1

Y es 0 5
No 100

L evel

2011:  Qtr .1 2010:  Qtr . 4 2010:  Qtr . 1

Y es 77 63 59
No 23

G rea ter           
tha n Us ua l

L es s             
tha n Us ua l

About         
a s  Us ua l

C orres pondent B anks 0 8
Non-bank Agencies 0 8

L evel

2011:  Qtr .1 2010:  Qtr . 4 2010:  Qtr . 1

C orres pondent B anks 92 89 93
Non-bank Agencies 92 78 88

Higher  T ha n 
Des ired

0

A gr icultural C redit C onditions

Indic a tors  of C redit Ava ila bil ity

L oa n-to-Depos it R a tio C om pa red to 
Des ired L evel

P erc ent R eporting

C ha nge F rom 2

L oa n R efus a l or  R educ tion Due to 
F unds  S horta ge

Ac tively  S eek ing New F a rm  L oa ns

F a rm  L oa n R eferra ls

P erc ent R eporting

Diffus ion Index es 1

P erc ent R eporting " Y es "

P erc ent R eporting " Y es "

2011:  Qtr . 1

-54

0

0

P erc ent R eporting " None"
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L evel

2011:  Qtr . 1 2010:  Qtr . 4 2010:  Qtr . 1

F eeder C attle L oans 7. 19 15 bp   24 bp   
O perating L oans 6. 52 -11 bp   1 bp   
Intermediate-term L oans 6. 36 -18 bp   -14 bp   
L ong-term R eal E s tate L oans 6. 48 -26 bp   -44 bp   

L evel

2011:  Qtr . 1 2010:  Qtr . 4 2010:  Qtr . 1

Average F armland V alue (per acre) $3, 565 9. 3 % 2. 9 %

Up Down S ta ble

0 8 9

2011:  Qtr . 1 2010:  Qtr . 4 2010:  Qtr . 1

-8 -5 6

1

2

3 C hange in average interes t rates  from previous  periods  meas ured in bas is  points  (bp).   B as is  points  are defined as  1/100th of a  
percentage point.  P ercentages  may not add to 100 due to rounding.   

Diffus ion indexes  are calculated as  the percentage of banks  reporting increas es  minus  the percentage of banks  reporting decreas es .

C hange in loan-to-depos it ratio from previous  periods  meas ured in percentage points  (ppt).

P erc ent C ha nge F rom

C ha nge F rom 3

P erc ent R eporting

Diffus ion Index es 1

E x pec ted F a rmla nd V a lue:                 
Nex t T hree M onths

F a rm  R ea l E s ta te V a lues

A gr icultural C redit C onditions

Avera ge Interes t R a tes  on F a rm  L oa ns

P r ic e Indic a tors
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