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2021 was 
very 
profitable 



Grain Prices Soar



“What’s the true 
underlying 
economic 

activity of the 
farm?”

Direct Payments Led the Charge Higher 



How Long Will The 
Good Times Last?



Where are 
we in the 
cycle?



Global Acreage Rising Again



Where Are We? 

• “Bidding-up” 
behavior underway

• Favorable outlook 
widespread in ag 
sector

• Unknowns: timing or 
magnitudes



U.S. Stocks Rebuilding



Global Stocks Remain Tight



China and Corn





China: The Big Picture

• Record ag 
purchases likely in 
2021

• Phase 1 has 
expired

• Lots to watch in 
China in 2022



Donuts vs Diesel 



2021: Very Optimistic
2022: Cautiously Optimistic 
• Balance the narratives: 

1) optimism vs. 2) an uncertain future

• Think long-term and be strategic with… 
• Risk management
• Deploying profits
• Pursuing “good deals”

“What decisions can we make in 2022 that will 
improve our operation’s position in 2027?”



All Eyes on Farmland



Farmland Values Shoot Higher

Primary Drivers of Land Values

ü Income 

ü Interest rates

ü Local supply/demand



Expect Sticker Shock in 2021



Capitalization 
rates are very 
low but so are 
interest rates 



"Interest rates are 
like gravity in 
valuations. If 

interest rates are 
nothing, values can 
be almost infinite. If 

interest rates are 
extremely high, 

that's a huge 
gravitational pull on 

values." 
– Warren Buffett, 

2016



The Macro Economy



U.S. Economic Recovery



Low Unemployment Rate, Again



Inflation, But What Do You Really Mean? 



The Arguments
Headed for a sustained period 

of higher inflation:
• Large stimulus efforts of 2020
• Consumers saved more
• Wealth effect: stock market, 

housing
• Visible evidence

• Used cars, lumber, etc. 
• Labor shortages
• Cost-push and demand-pull
• Stimulus activities have 

continued

Higher inflation might prove 
“transitory” or short-term:

• Supply shock from economic 
restart
• Expectations about future prices 

unchanged
• 2020 stimulus efforts short-term
• Future stimulus efforts to be 

smaller
• Labor supply likely to increase
• GDP growth likely to slow in future
• Deflationary trends- tech, 

automation, globalization – to 
continue

Adapted from: “Thinking About Macro.” Howard Marks, Oaktree Capital. July 2021



Inflation’s Pain:
Relative Prices and Average



Strategies for Success



1) What Costs Can You Control? 
• Monitor your cost 

structure. 

• What costs can you 
avoid increasing in 
2022? 

• What management 
decisions are increasing 
your cost structure for 
several years? 





2) Get Specific About Uncertainty

“Will corn prices go 
higher?”

“Probably”
“Seems likely”

A Broken Process



“What will happen with interest rates?”
• What is the probability of the Federal 

Funds Target Rate being raised above 
0.25% on or before 6/30/2022? (Upper 
limit of range)

• What is the probability of the Federal 
Funds Target Rate being raised above 
1.75% on or before 01/01/2023? (Upper 
limit of range)

• What is the probability of the 10-Year 
Treasury Constant Maturity Rate 
exceeding 3.5% before 1/1/2023?



Other Uncertainties to Consider
• What is the probability of the USDA's March 2022 Prospective Plantings 

Report estimated more than 93.0 million acres of corn (93.3m planted in 
2021)?

• What is the probability of the December 2022 corn futures price exceeding 
$6.50 before August 1, 2022? 

• What is the probability of the December 2022 corn futures price falling below 
$4.50 before August 1, 2022?



3) Get Specific About Risk

• What three risk are you most concerned about for your farm in 
2022? 
• Identify 
• Summarize
• Share and discuss
• Evaluate options



4) Avoid Unforced Errors 

“It’s remarkable how much long-term 
advantage people like us have gotten by 

trying to be consistently not stupid, instead 
of trying to be very intelligent.” 

-Charlie Munger



Stay Connected: 
Ag Economic Insights (aei.ag)

Sign up: weekly@aei.ag
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