
Farm Land Prices Advance

JL R IC ES O F FARM REAL ESTA TE continued to 
advance in the year ending March 1, 1963, according 
to the United States Department of Agriculture.* 
Land values, averaging about $131 per acre for the 
nation on March 1, were 4.5 per cent higher than a 
year earlier and 2 per cent above the November 1962 
level.

During the recent twelve-month period, the South
eastern and South Central States had the largest av
erage per cent gains in land values. Texas, Oklahoma, 
Arkansas, and Florida each had increases of 9 per cent 
or more. Increases in the Central Mississippi Valley 
averaged 5 per cent, as gains for individual states in 
the area ranged from 3 per cent in Missouri to 9 per 
cent in Arkansas.

Average farm real estate values reached a pre- 
World W ar II peak of $69 per acre in 1920. Follow
ing this peak they declined sharply to a low of $31 
per acre in 1934, and remained in the $31-34 range 
until the current uptrend began in the early 1940's. 
Farm real estate prices have risen generally through
out the period since 1940. The average value of farm 
land rose from $32 per acre in 1940 to $131 in 1963, 
a fourfold increase. Compounded annually, the gain 
for the period averaged 6.4 per cent. Since 1960, the 
rate of gain has diminished, perhaps reflecting the ap
proach of land prices to their former position relative 
to net farm income.

W hether or not farm land values have moved to 
unsustainably high levels is a question of major im
portance. Trends in such values are watched with 
interest by farmers, farm landlords, farm mortgage 
holders, and others in the nonfarm sector of the com
munity.

A number of measures which may be useful in study
ing farm real estate values are shown in Charts 1 
and 2. It is not intended that any of these measures 
offer proof as to the future course of farm land 
values. On the other hand, one might expect land 
values to reflect to some degree net farm income as
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well as certain other economic series; hence, changes 
in net farm income or in such other series might be 
useful in analyzing changes in farm real estate values.

It should be recognized that factors other than net 
farm income in the nation probably have an impact 
on farm land values. Mechanization may contribute 
to the bidding up of farm land. If a farmer can cul
tivate additional acres with the same machinery, he 
can probably afford to pay a higher price for the ad
ditional land than would be justiBed for his original 
acreage. The numerous tracts purchased for such en
largements may have pushed farm land prices upward. 
Such size increases may not have any effect on net 
farm income for the nation if the number of farms 
declines. Industrial sites, residential subdivisions, new 
highways, streets, and parks annually take some land 
out of farms around the perimeter of many towns and 
cities of the nation. Owners in the paths of such proj
ects have capital for use to purchase other land. In 
addition, demands which develop from higher incomes 
throughout the economy probably have a considerable 
impact on farm land values.

Farm operators' net income, which represents a re
turn to the operators' labor, management, and capital, 
declined sharply through the late 1920's and early

Chart 1

V atu e  of Farm R ea! Estate Per Acre,  
R eatized  Gross and  Net Farm incom e

and Comm on Stock Prices
1 9 2 0 - 2 9 - 1 0 0  1 9 2 0 - 2 9 - 1 0 0
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1930's. It rose rapidly during the war and early post
war years, reaching a peak of $17 billion in 1947. Net 
income turned down in 1948 and with the exception 
of 1951 trended downward for the next seven years. 
Since 1955, net farm income has remained within the 
$11-13 billion range.

During the rapid rise of net income in World War 
II, land prices also rose rapidly but at a slower rate 
than net farm income. This uptrend in land values 
continued through 1962, despite the decrease in net 
farm income from the peak of the late 1940's. Land 
values are now at about the same position relative 
to net farm income as in the 1920's (Chart 1).

Trends in gross farm income were generally similar 
to net income during the 1920's, 1930's, and through 
World W ar II. Since 1947, however, gross farm in
come has continued upward but at a slower rate than 
farm real estate values. Compared to levels in the 
base years, gross income remains higher than farm 
real estate.

Common stock prices have increased at a substan
tially greater rate than farm real estate values and 
are now about two and one-half times as high rela
tive to farm land prices as in the 1920-29 period 
(Chart 1).

The relative stability of the general price level in 
recent years compared with World W ar II and early 
postwar years may provide reason for believing that 
the rate of increase in land values will be still less 
in the future than in recent years (Chart 2).

Chart 2

V atu e  of Farm Rea! Estate Per Acre, 
Consum er a n d  W h o !e s a !e  Prices 

an d  Popu!ation
1 9 2 0 - 2 9 - 1 0 0  
3 0 0
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1 9 2 0  1 9 2 5  1 9 3 0  193 5  1940  1945  195 0  19 5 5  196 0  1965

The value of farm real estate, like other forms of 
capital, is based in large measure both on expected 
annual earnings and increments in value.

The rate of increase in land values has declined in 
each successive five-year period since 1940-45 except 
the 1955-60 period. In the three years since 1960, the 
rate of gain has been substantially less than for any 
other period (see table). If such value increments 
continue to deteriorate or disappear altogether, it 
may make a substantial difference in the amount pros
pective purchasers are willing to pay for farms.

Increases in Farm Rea! Estate Values,
United States, for Selected Periods

A verage annual rates 

compounded
Periods (per cent)

1940-63 6.4

1940-45 8.3

1945-50 6.6

1950-55 5.6
1955-60 6.5

1960-63 3.8

Source: Computed from USDA data.

Like trends in other capital values, the outlook for 
farm land prices is impossible to predict. The ex
tended period of upward movement during the past 
thirty years has probably created expectations for an 
upward trend to continue. On the other hand, down
trends in farm land values occurred following World 
War I, and freedom from such occurrences in future 
years is not assured. Farm land prices currently are 
at about the same level relative to net farm income 
as prevailed on the average in the 1920-29 period.
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