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Ag Economy Barometer Declines Sharply; Producers Remain Bullish on 
Farmland Values 

June 1, 2021 | James Mintert and Michael Langemeier, Purdue Center for Commercial Agriculture 

The Ag Economy Barometer declined 20 points in May to 158 which is the lowest barometer reading 
since September 2020 when the index stood at 156. Both the Index of Current Conditions and the Index 
of Future Expectations declined this month. The May Current Conditions Index fell to 178, 17 points 
lower than a month earlier, while the Future Expectations Index of 149 was 20 points below its April 
reading. The Ag Economy Barometer sentiment index is calculated each month from 400 U.S. 
agricultural producers’ responses to a telephone survey. This month’s survey was conducted from May 
10-14, 2021. 

 

Figure 1. Purdue/CME Group Ag Economy Barometer, October 2015-May 2021. 
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Figure 2. Indices of Current Conditions and Future Expectations, October 2015-May 2021. 

Producers expressed less optimism about their farms’ financial performance in May than a month 
earlier as the Farm Financial Performance Index declined to 126 from a record high 138 in April. 
Although May’s index was 12 points lower than a month earlier, it was still the second highest reading 
since the financial performance question was first posed in spring 2018. 

The Farm Capital Investment Index also declined this month with the index falling to 65, down 10 points 
from a month earlier. Since peaking in December and January at 93, the investment index has fallen 13 
percent although it remains 30 percent above its May 2020 reading. When asked more specifically about 
their plans for farm machinery purchases, there was a shift away from producers saying they expect to 
keep machinery purchases in the year ahead ‘about the same’ to ‘lower’ while the percentage of 
producers planning to increase purchases was unchanged from April. This month’s survey included a 
new question focused on producers’ plans to construct new buildings or grain bins. Fifty-nine percent of 
respondents said their construction plans for the upcoming year are lower compared to a year ago and 
just 28 percent of producers said their construction plans were about the same as a year ago. Both of 
these response categories were more negative for construction than for farm machinery purchases 
suggesting that construction plans are an important driver in the Capital Investment Index’s recent 
weakness. 
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Figure 3. Farm Capital Investment Index, October 2015-May 2021. 

 

Figure 4. Plans for Farm Machinery Purchase in the Upcoming Year Compared to a Year Ago, March 
2020-May 2021. 
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Figure 5. Plans for Constructing New Farm Buildings and Grain Bins, May 2021. 

After declining last month, the Long-Run Farmland Value Expectations Index rose 10 points to a record 
high reading of 158 in May with two-thirds of producers in the survey saying they expect farmland 
values to rise over the next five years. The Short-Run Farmland Value Expectations Index remained near 
its record high, falling just 2 points below the record high set in April of this year. So, despite the less 
optimistic outlook depicted by the Current Conditions and Future Expectations indices, producers 
remain very bullish on farmland values.  

On the May survey producers who grow corn or soybeans were asked about their expectations for cash 
rental rates in 2022. Two-thirds (65%) of the corn/soybean growers in our survey said they expect next 
year’s cash rental rates in their home area to rise above 2021’s. In a follow-up question, producers who 
said they expect rental rates to rise were asked by how much they expect them to rise. Over 40 percent 
(43%) of respondents said they expect 2022 cash rental rates to rise by 10 percent or more with nearly 
as many producers (39%) indicating they expect cash rental rates to rise from 5 to as much as 10 
percent. 
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Figure 6. Short-Term Farmland Value Expectations Index, November 2015-May 2021. 

 

Figure 7. Long-Term Farmland Value Expectations Index, May 2017-May 2021. 
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Producers’ expectations for good vs. bad times in U.S. agriculture have undergone a marked shift. For 
example, in May just 27 percent of respondents said they expect good times in U.S. agriculture during 
the next five years, the lowest reading in the survey’s history and down 12 points from a month earlier. 
A driver of this shift appears to be a large divergence in expectations for the crop vs. the livestock 
sectors in the upcoming five years. This month over half (54%) of respondents said they expect 
widespread good times for the crops sector in the next five years whereas just one-fourth (26%) of 
producers said they expect widespread good times for the livestock sector. The difference in 
expectations for these two principal sectors of the ag economy could help explain why producers appear 
to be very bullish about farmland values and cash rental rates while at the same time expressing less 
optimism about both current conditions and future expectations for the ag economy overall. 

 

Figure 8. Percentage of Producers Expecting Widespread Good Times for Crop vs. Livestock Producers, 
October 2015-May 2021. 

Producers remain very concerned about possible changes to U.S. tax policy. In a series of questions first 
posed last month, survey respondents confirmed that changes in tax policy being considered will make 
passing their farm on to the next generation more difficult (78% very concerned). Additionally, 83 
percent of producers expect capital gains tax rates to rise over the next five years, 71 percent are very 
concerned about a possible loss of the step-up in cost basis for inherited estates and 66% say they are 
very concerned about a possible reduction in the estate tax exemption for inherited estates. Tax policy 
concerns on the part of producers could be one factor leading some producers toward a less optimistic 
view of the future as reflected in this month’s Future Expectations Index. 
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Figure 9. How Concerned Are You That Changes in Estate Tax Policy Being Considered by Congress Will 
Make It More Difficult to Pass Your Farm on to the Next Generation of Farmers in Your Family? April-
May, 2021. 

 

Wrapping Up 

The Ag Economy Barometer and its principal sub-indices, the Index of Current Conditions and Index of 
Futures Expectations, declined in May. Producers were less confident about their farms’ financial 
performance than a month earlier and also less inclined to think now is a good time to make large 
investments in their farming operation, particularly in items such as new buildings and grain bins. 
Producers were much more inclined to think crop producers will have good times in the next five years 
than livestock producers and, in turn, remain very bullish about farmland values. Reflecting expectations 
for a strong crop sector, two-thirds of corn and soybean producers expect farmland cash rental rates to 
rise in 2022 compared to 2021. Finally, farmers remain very concerned about possible changes in tax 
policy being considered by Congress, especially changes that could make it more difficult to pass their 
farm on to the next generation. 
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