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Eleventh District bankers reported that agri
cultural lending conditions were stable during 
the second quarter. Sixty-seven percent of sur
vey respondents said loan demand remained the 
same, and lending standards were largely 
unchanged from a year earlier. 

Above-average moisture levels continued 

Agricunural Credit Conditions at 
Survey Banks in the Eleventh District 
Demand for Loans 
Sixty-seven percent report loan demand stayed 
steady over the past three months. 
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into late spring, creating favorable conditions for Funds Available for Additional Lending 
good crop yields. Bankers in the Northern High Seventy-seven percent of bankers say funds 

available for lending remain the same. 
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Plains, Southern Low Plains and Cross Timbers 
regions reported promising wheat crop yields, 
with good market prices. Many lenders said cat
tle prices remained high, benefiting ranchers in 
the district. There were reports of rising costs for 
fuel, steel and fertilizer. 

Here are additional details from the survey: 
• Farmland continues to be bought for in

vestment and recreational use in several regions. 
Dryland, irrigated land and ranchland values 
rose relative to last year, increasing 4.9 percent, 
1.5 percent and 10.6 percent, respectively. More
over, 27 percent of respondents anticipate an in
crease in farmland values in the next three months, 
compared with 11 percent a year earlier. 

• Twenty percent of bankers expect an 
increase in the volume of farm real estate loans. 
This is up from 14 percent a year earlier. 

• Expectations of rising steel prices may be 
boosting demand for machinery loans. In eight 
of the 13 regions, respondents expect an in
crease in demand for these loans over the next 
three months. Overall, 16 percent of bankers 
expect to make more farm machinery loans 
during this period, compared with 9 percent in 
second quarter 2003. 

• The number of requests for loan renewals 
and extensions continues to fall, with 95 percent 
of bankers reporting the same or fewer requests, 
compared with 85 percent in the same period a 
year earlier. 
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Eighty-four percent of respondents report the 
repayment rate is unchanged. 
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Agricultural Credit Conditions at Survey Banks in the Eleventh District 
Renewals or Extensions of Loans 
Requests for renewals and extensions are 
falling, say 12 percent of bankers. 
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Amount of Collateral 
Eighty-eight percent of bankers report that collateral 
requirements are unchanged. 
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Total Agricultural Loans at Eleventh District Banks 
Agricultural lending edges up in the second quarter. 
Millions of dollars (seasonally adjusted) 
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Note: Some of the volatility observed in agricultural loan levels is due 
to the acquisition of several Eleventh District banks by banks 
headquartered in other Reserve Districts. 

Loan-Deposit Ratios at Survey Banks 
Average actual and desired ratios 
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DISTRIBUTION OF LOAN-DEPOSIT RATIOS 

Banks Reporting (Percent) 

2003 2004 

Ratio J uly 1 Oct. 1 Jan. 1 Apr. 1 July 1 

Less than 41 % 19 16 20 23 21 
41% to 50% 15 18 19 15 17 
51% to 60% 13 11 12 15 15 
61%to 70% 21 24 18 20 20 
More than 70% 31 32 31 28 28 

INTEREST RATE-FIXED 

Average Rate (Percent) 

2003 2004 

Ratio July 1 Oct. 1 Jan. 1 April 1 J uly 1 

Feeder cattle 7.63 7.41 7.25 7.37 7.17 
Other farm operating 7.54 7.47 7.33 7.36 7.22 
Intermediate term 7.61 7.39 7.33 7.25 7.25 
Long-term farm real estate 7.23 7.59 7.21 6.95 7.09 

INTEREST RATE-VARIABLE 

Average Rate (Percent) 

2003 2004 

Ratio July 1 Oct. 1 Jan. 1 April 1 July 1 

Feeder cattle 6.60 6.50 6.57 6.39 6.17 
Other farm operating 6.66 6.60 6.63 6.57 6.50 
Intermediate term 6.64 6.50 6.64 6.41 6.43 
Long-term farm real estate 6.35 6.12 6.29 6.02 6.20 
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The World Trade Organization (WTO), act
ing on charges by Brazil, ruled in mid-June that 
U.S. cotton subsidies violate current trade rules. 
While details of the ruling have yet to be released 
and the United States is likely to appeal, the case 
could have significant implications for Texas. 
Reduction or elimination of the subsidies would 
help clear a path toward freer global trade. But 
Texas and other parts of the country that are 
highly dependent on cotton production would 
feel an economic sting. 

The WTO ruling is important for the 
Eleventh District because Texas is the nation's 
top cotton-growing state. The United States 
ranks second in world cotton production 
(behind China) and first in cotton exports, with 
about 40 percent of the global market. Texas is 
responsible for about 30 percent of those 
exports, worth more than $800 million in fiscal 
2003. (See Charts 1 and 2.) In Texas, cotton 
ranks second behind the beef industry and 
ahead of the nursery industry in terms of agri
cultural cash receipts and constitutes 8.7 percent of 
the total. (See Chart 3.) 

Reduction or eventual elimination of cotton 
subsidies would likely result in lower cash flow 
and profits for many district farmers, which 
would impact rural economies. Cotton produc
tion would likely decline and land values , which 
rose following the 1996 Farm Bill, might fall in 
highly subsidized Texas cotton counties. 

We asked Eleventh District bankers how 
their regions would fare if agricultural subsidies 
are reduced or eliminated. Not surprisingly, the 
majority of respondents-74.1 percent- said the 
impact would be detrimental (Table 1). We 
received the most responses from the Southern 
High Plains and Southern Low Plains-both pri
marily cotton-growing areas-and all respon-

dents in the two regions said removal of the 
subsidies would have a negative impact. On a 
more positive note, a few respondents noted 
that gradual removal of subsidies would be less 
detrimental to the local farm economy. 

Below are the comments we received, 
which have been edited for publication. 

Banker Comments 
l@ifl I Northern High Plains 

It would have a noticeable, detrimental 
effect on our region. 

A decrease (or removal) of subsidies would 
have a severe negative impact upon the viability 
of crop production in our area. 

Difficult to say, but on the surface the 
impact would be negative since virtually every 
agricultural operation in the region would not 
have cash flow absent the subsidy. 

Land values would decline. Acres would 
shift from cotton production to cattle. 

Rural areas are already struggling-that's a 
well-documented fact. It would be a disaster to 
cut subsidies. Many farmers (or all) in this area 
typically are on the financial edge, even with 
the payments. Initially, results would be lower 
real estate values; more foreclosures on real 
estate and equipment; less money in rural 
towns and areas; a decline in production and 
jobs; and declining sales of equipment and all 
agriculture-related products. These would even
tually result in higher food costs. 

We have a large number of farmers whose 
farm government payments are greater than 
their adjusted gross income. Removal of subsi
dies would devastate those operations . 

Decreasing agricultural subsidies would 
lower farmers ' net income and reduce property 
values. 

ijl)!!i I, H Southern High Plains 
It could be devastating to our area. 

Hopefully, the WTO will not rule against the 
USA. Our area is especially dependent on cotton. 

A decrease in agricultural subsidies would 



have a severe adverse impact on our 
region. 

Significantly; subsidies are crucial 
for many producers in these difficult 
times. 

It would be devastating! Dryland 
cotton farming in our area , which is 90 
percent of all farming operations, 
would cease, and our local economy 
would suffer tremendously. The liveli-
hood of many outside of the farming 
sector would be adversely affected. 

It would devastate the cotton farm-
ing industry. Most farmers are able to 
obtain financing only with the farm 
program support. 

It would have a very serious 
impact. We would rather not have gov-
ernment subsidies, but until we have 
stable prices we must have them. 

Very seriously; government pay-
ments provide 30 to 40 percent of farm 
income in our depressed ag market. 
Without them, many, many farmers 
would be out of business. 

Main cash crop is cotton. Subsidies 
are necessary for both producers and 
bankers. 

Very detrimental due to large cot-
ton acres. 

Ninety percent of the farm operations 
we finance would not have cash flow. 

CHART 1 

Texas Responsible for Almost 30 Percent 
of U.S. Cotton Exports 
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LQ!i@il Northern Low Plains 
labor costs at all-time highs, crop sales 
alone are not enough for our farmers 

Subsidies are important to the to survive. 
income and cash flow of farming. Most of our dryland crop produc-

Our farmers would not be able to tion would be reduced. Without the 
have cash flow with the high cost of subsidies, dryland cotton and wheat 
fuel and cotton seed. would be break-even operations in 

At the current subsidy levels, many good production years. Without subsi-
of our local farmers who lease farm- dies, a poor crop year would be a dis-
land will have to renegotiate their leas- aster for our region. 
es to lower per-acre rates or give them It would have a dramatically nega-
up. The cash flows are too tight and tive impact on cash flow, which is 
the risk is too great to continue farm- already damaged by low commodity 
ing at these levels. If the subsidies are prices and low production due to the 
further cut, most farmers won't be able drought. All cotton production in our 
to handle this burden and it will have area would be halted. 
to be passed on to the landowners, With the current prices for farm 
who rely on this income to live. A fur- products, cutting the subsidies would 
ther cut in government subsides will kill our ag industry. 
assist the current trend of the big get- Cotton is the dominant crop on 
ting bigger and the little going away. the South Plains, and it is the center of 

Depressed. With recent increased the dispute . Briefly: Unilateral conces-
costs due to high oil prices and high sions by the U.S. for cotton would be 
steel prices, there is very serious con- devastating. 
cern for the welfare of the farm econo- Could make a significant impact. 
my. Removal or decrease of subsidies Would put many farmers out of 
would cause further stress. business. 

With today's markets and the cost 
tQ! lliJ 1 U Southern Low Plains to produce any ag commodities, it 

A decrease of agricultural subsidies would be very detrimental to our 
would put most of our farmers out of region's economy, as well as change 
business. With equipment, fuel and the way we lend money. 

CHART 2 

Texas Cotton Exports Top 
$800 Million in Fiscal 2003 
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NOTE: Data are for fiscal 2003. 

SOURCE: U.S. Department of Agriculture. 

SOURCE: U.S. Department of Agriculture. Economic Research Service. 



It would substantially lower income 
in this area . 

WlliJifj Cross limbers 
It would not affect our lending 

area very much. 
A decrease or removal of subsi-

dies, especially the past 18 months, 
would have decimated the dairy in-
dustry in our area. Farmers need 
stabilized and fair prices for what 
they produce. 

Cutting the subsidies would have 
very little impact. 

Eventually cropland would return 
to native pasture and be sold to 
hunters and recreational users. 

We are an ag-based economy, and 
our ag income would be lowered, 
which would greatly impact our area. 

I would estimate that 50 percent of 
our farmers would go out of business. 

W 1 iii ' i:J North Central Texas 
Decreases in subsidies have always 

had an adverse impact on our agricul-
tural community. However, this area 
has become less reliant on agricultural 
contributions to the economy. 

A decrease in subsidies would im-
pact the bottom line. If prices were to 
increase, it would help. The producer 

CHART 3 

Texas' Top 5 Commodities by 
AgrlcuHural Cash Receipts, 2003 
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Currentlssue 
would rather see higher prices and no three dairies in the area that would 
subsidies. suffer loss of income. 

Would put a lot of farmers out of 
business. Wl[iJ1i:I Central Texas 

The principal crop in this area of Removing subsidies would not 
Texas is cattle. Cattle ranchers do not impact our region. 
receive many subsidies. Therefore , a A decrease in ag subsidies would 
reduction in subsidies would not have have an adverse impact on our region 
a great impact on this area. because the current farm bill provides 

Wil1l1il East Texas 
a floor for commodity prices. 

Not much. 
None. These local farmers could not 
Would have a negative impact. remain in business without subsidies. 
Greatly harm our region. 
It would have a devastating effect W 1iii1 U Coastal Texas 

on our commodities prices. Inter- The impact would be substantial; 
national prices reflect government sup- there would no longer be the family 
port to the point that prices do not farmer. You might as well turn the ag 
reflect the actual cost of production, business over to the large corporations. 
here or in the world. Family farming Ag lenders are not in favor of reducing 
could be eliminated, and the U.S. subsidies. 
economy could be severely hurt. Removing or decreasing subsidies 

It would be like any other nega- would virtually kill small and family 
tive impact on the farmer and rancher. farming. 
With weather unknowns, higher insur- It would make it more difficult for 
ance costs, lower prices for yields, it is our farmers' cash flow. 
increasingly hard for the farmer to Any change to the current subsidy 
exist, much less make a living. program would obviously hurt farmers. 

It would impact our region to a A phase-out period would be recom-
great degree. The farmers cannot exist mended to avoid economic hardship in 
without subsidies. the region. 

Not much effect, but we have If the decrease were gradual (five 

TABLE 1 
Majority of District Bankers Say Cutting or Eliminating 
Subsidies Would Hurt Their Farmers 

Impact 

No/indirect Total 
Region Major Minor oomment c:ommentB 

Northern High Plains 7 1 0 8 
Southern High Plains 10 0 0 10 
Northern Low Plains 4 1 0 5 
Southern Low Plains 9 0 0 9 
Cross Tunbers 4 2 0 6 
North Central Texas 2 2 3 7 
East Texas 5 1 1 7 
Central Texas 2 2 4 8 
Coastal Texas 5 0 0 5 
South Texas 0 1 0 1 
Trans-Pecos 

and Edwards Plateau 4 3 0 7 
Cattle and calves Cotton Greenhouse Broilers Miik Southern New Mexico 4 1 0 5 

(lint and seed) and nursery 

NOTE: Receipts do not include govemment payments. 

SOURCE: U.S. Department of Agrieu!ture. Texas Agrieuttural 
Statistics Service. 

Northern Louisiana 

Total 

Percentage of total 

7 

63 

74.1% 

0 0 7 

14 8 85 

16.5% 9.4% 100% 
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to 10 years) as a matter of policy, the the agricultural producer. It would also had several years of below-average 
impact would be minimal. cut profit margins, making it more dif- yields and prices. Crop year 2003 was 

ficult to make loan approvals based on good. 
14\l! I ji] 1 iii I South Texas cash flow. egatively. 

Very little. Removal of government subsidies 
14\l!l!il,lfj New MeXico would make row-crop farmers unable 

14\l! ii ii I ii nrans.Pecos and Edwards Plateau Removal of subsidies would have to service farm debts. 
We are involved with cow-calf a very negative impact on farm earn- Farmers in our region heavily rely 

lending at our branch. Crop subsidies ings in our area. Cotton crop insurance on subsidies to stay in business. Most 
only impact use or cost of feeding and NAP insurance allow banks to producers in this area could not con-
calves. Increase in feeding costs might lend on crops as well as DP payments. tinue if subsidies were removed. 
negatively impact weaning calf prices. A corresponding increase in prices for Take away the subsidies-we 

A decrease or removal of ag subsi- commodities (cotton and grains) would close. They are a must for our farmers , 
dies would cause tremendous economic be needed. especially during depressed markets. 
hardship in our area. This area is heav- I don't believe the impact would Agricultural subsidies have 
ily involved in agriculture production, be that bad. become the rule instead of the excep-
and subsidy payments are depended Would cause quite a hardship on tion. If market prices were stable and 
upon for cash flow and overall prof- growers of upland and pima cotton in strong enough to make farms prof-
itability. this area. Also, wheat growers would itable, the subsidies would not be nee-

A decrease in the subsidies would be at a disadvantage. essary. 
have a minimal impact as our region is The removal of agricultural subsi- A decrease or removal of farm 
primarily ranching. dies would be very detrimental to our subsidies would have a major detri-

It would hurt the farming commu- ag customers. Cash flows would be mental impact on our region! 
nity and economy dramatically. negatively affected, as would land val-

Not greatly, as most ranchers are ues. 
not subsidized. It would hurt the dryland farmer in No te 

A decrease in subsidies would eastern New Mexico. Tbe contributors to this publication 
have a negative impact. Loans have would like to thank Stephen Kiser, of 
been made using government pay- 14\l! lji]11FI Louisiana the Dallas office of the Federal Deposit 
ments as a portion of cash flow. Any decrease or removal of agri- Insurance Corp. , for helpful comments 

It would remove a source of cash cultural subsidies would have a nega- and information regarding agricultural 
and thus lower the potential income to tive impact on our region. We have issues facing the Eleventh District. 



Second Quarter 
Comments 

District bankers were asked for any 
additional comments concerning agri
cultural land values or credit condi
tions. These comments have been edit
ed . 

Region I-Northern High Plains 

The initial wheat harvest is yielding 
approximately 20 to 25 bushels per 
dryland acre. The wheat crop will be 
worth something if the market contin
ues to hold. 

Region 2-Southern High Plains 

While we have good deep moisture, 
slow, soaking half-inch rains are need
ed over the general area. Hot winds are 
damaging the young cotton. We need 
good dryland crops this year, with good 
markets and fair prices for all commodi
ties. 

Both the cotton crop, which is es
tablished over most of our area , and 
the peanut crop look good at this time. 
Spring moisture has been very good. 

While conditions are improved 
over 2003, drought-type conditions pre
vail in most areas. Land values have 
strengthened somewhat but could de
cline if dry weather persists. 

Region 3-Northern Low Plains 

Land prices are increasing as a 
result of outside investors looking for 
recreational land. 

Good rains increase the prospects 
for a good crop. Livestock forage is 
being produced in abundance for the 
first time in about five years . Our ranch
land is being purchased exclusively by 
recreational purchasers, making it too 
expensive for our farmers and ranchers. 

The price of land increased in Hard
man County as a result of an interest in 
hunting. 

Region 4-Southern Low Plains 

Land values are increasing. Recre
ational values are inflating the cost of 
range land, to the extent that stock pro
ducers can't buy it. 

The drought continues. 
The wheat yields are good to ex

cellent. There are more acres of dryland 
cotton, due to early rains and last year's 
prices. 

Region 5-Cross Timbers 

Cattle prices are good. We've had 
good rains and a good wheat crop. 

The wheat harvest yield was 90 per
cent. The pastures are great, with 95 per
cent of the stock tanks full. However, 
our area lake is still below 50 percent 
capacity, due to limited run-off water. 

Region 6-North Central Texas 

Everyone is watching the cattle 
market and the price of fuel. 

Crops look very good in most 
areas. We have had above-average rain. 
There was some hail damage in early 
May. Pastures are green, and there is 
an abundance of grass. Cattle prices are 
setting records, but the costs of produc
tion, fuel and fertilizers are also up. We 
need a good crop to break even. 

The large volume of recent rains 
will affect the quality of our local wheat 
crop. The farmers cannot get the crop 
out of the fields due to the moisture. 
Cattle prices are extraordinarily high. 

Region 7 - East Texas 

Recent rains, hail and flooding have 
caused problems with crops. We are 
not sure how yields will be at harvest. 

Agricultural land values have been 
increasing recently, due primarily to 
nonlocal investors who are not looking 
at production value. Land is being pur
chased for investment purposes rather 
than production, and the investor is 
willing to pay a premium. It is affecting 
required down payments and eventual
ly will affect lease prices for agricultural 
production. 

Region 8-Central Texas 

·~ 
Current livestock prices have 

helped the paydowns. Land values 
increased due to the fact that people 
want to relocate to rural areas. 

Farmers are equipment shopping 
again. They are buying before steel 
prices increase furtl1er. 

Land purchased specifically for 
agricultural use is almost nonexistent. 
Land is being purchased for other uses. 
It is either leased to ranchers to retain 
its agricultural status or put into wild
life management programs for the ad 
valorem tax break. -

Region 9-Coastal Texas 

It is very wet in the Coastal Bend 
area. Crops are variable but should 
yield close to historical averages. 

-
Region 12-New Mexico 

,_ 
It is very dry in our area. 
Range lands continue to be stressed 

because of short moisture conditions. 
Better milk prices are increasing 

the sale of irrigated farmland. 

Region 13-Louisiana 

Land values continue to increase in 
the area due to the sale of a rather 
large land and timber company. Some 
very large tracts have sold in excess of 
$1,000 per acre, driving comparable 
acreage up to prices not seen since the 
'70s and '80s. 
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....... Real Estate ..... CROPLAND-DRY LAND 

July 1, 2004 
Percent Changes' 

Average in Values from 
Region Ban.ks' Value' Previous Previous 

' Number of banks reporting land values. Second Quarter 2004 Quarter Year 

2 Prices are dollars per acre, not adjusted for inflation. DISfRICT 142 739 1.6 4.9 
• Not adjusted for inflation. TEXAS 125 738 1.9 4.7 
• Based on revised data. Northern High Plains 17 303 -4.7 3.6 
n.r.-Not reported due to insufficient responses. Southern High Plains 16 395 0.8 4.7 

Northern Low Plains 9 346 --0.6 0.8 
Southern Low Plains 13 463 1.1 4.7 
Cross Timbers 17 714 5.1 15.5 
North Central Texas 13 1,215 2.6 8.7 
East Texas 7 752 5.7 -6.1 
Central Texas 15 1,410 3.3 10.2 

Beventh Federal Reserve District Coastal Texas 7 984 --0.2 1.0 
South Texas n.r. n.r. n.r. n.r. 
Trans-Pecos and 

Edwards Plateau 9 572 - 2.3 -1.0 

Northern Louisiana 11 805 -1.5 7.2 
Southern New Mexico 6 301 10.4 23.2 

12 
NEW llEX I CO 

CROPLAND-IRRIGATED 

Percent Changes3 

Average in Values from 
Region Banks' Value' Previous Previous 

Second Quarter 2004 Quarter Year 

DISTRICT 105 822 0.6 1.5 

TEXAS 87 745 -1.l --0.4 
Northern High Plains 15 560 -3.5 0.6 
Southern High Plains 15 730 0.4 2.4 
Northern Low Plains 8 555 - 2.5 - 3.6 

1 Northern High Plains Southern Low Plains 9 738 1.3 -1.8 
2 Southern High Plains Cross Timbers 7 1,213 4.7 30.2 
3 Northern Low Plains 10 North Central Texas 3 2,958 16.5 0 
4 Southern Low Plains 11 Trans-Pecos and Edwards Plateau East Texas 5 1,002 11.0 12.4 
5 Cross Timbers 12 Southern New Mexico Central Texas 11 2,097 3.6 16.3 
6 North Central Texas 13 Northern Louisiana Coastal Texas 3 781 -4.3 -5.1 
7 East Texas South Texas n.r. n.r. n.r. n.r. 

Trans-Pecos and 
Edwards Plateau 9 1,023 -4.4 -17.1 

Northern Louisiana 10 1,052 0.1 1.5 
Southern New Mexico 8 1,496 9.9 12.4 

RANCHLAND 
Percent Changes3 

Average in Values from 

Eleventh District Real Land Values Region Banks' Value' Previous Previous 

Dry/and, irrigated land and ranch/and values Second Quarter 2004 Quarter Year 

increase 1.6, 0.6 and 1.1 percent, respectively. DISTRICT 150 573 1.1 10.6 

2000 dollars per acre TEXAS 133 680 o· 9.1 
1,800 Northern High Plains 15 223 - 1.6 8.1 

Southern High Plains 10 225 5.1 12.4 
1,600 Northern Low Plains 8 213 - 3.0 -6.0 

1,400 Southern Low Plains 13 400 5.5 10.3 
Cross Timbers 19 777 1.7 13.3 

1,200 North Central Texas 15 1,264 3.4 14.1 
East Texas 14 955 - 1.7 3.1 

1,000 Central Texas 17 1,770 3.3 12.2 

800 Coastal Texas 7 906 - 3.9 -3.3 
_, ' South Texas n.r. n.r. n.r. n.r. 

600 ' Trans-Pecos and 
' .... Drytand Edwards Plateau 13 526 -3.9 6.3 .... 

___ ..... 

400 ""-~ ------ Northern Louisiana 9 709 -5.1 -1.0 Ranch land 
200 Southern New Mexico 8 264 9.5 23.7 

0 
'82 '84 '86 '88 '90 '92 '96 '98 '00 '02 '04 
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