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Larger Livestock Loans Boost Farm Lending _
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emand for livestock loans grew in the third quarter, boosting
agricultural lending activity at commercial banks.

Demand for livestock loans grew in the third quarter, boosting agricultural
lending activity at commercial banks. Demand for operating loans was more
subdued however, and total non-real estate lending remained near its average
of the past decade. The average size of loans for some livestock categories
reached an all-time high and contributed to the increased lending. While the average size of operating
loans also remained elevated, a smaller number of loans limited the overall financing of operating expens-
es.

The U.S. agricultural economy generally remained strong as elevated commodity prices continued to sup-
port farm incomes. Prices of most major crops were at multi-year highs moving into fall harvest and sup-
ported farm revenue prospects. Weakness in the cattle industry persisted, however, as low cattle prices
continued to limit profit margins for producers. In addition, concerns about drought and higher input costs
continued to intensify and likely contributed to an increase in producers’ financing needs in the livestock
sector.

Third Quarter National Survey of Terms of Lending to Farmers

The volume of non-real estate farm loans increased in the third quarter, but some types of lending re-
mained limited. Total non-real estate lending was about 8 percent higher than a year ago but has declined
at an average pace of about 2 percent over the last four quarters. A large share of the increase during the
quarter was due to an increase in loans
used to finance feeder livestock and other

livestock, which grew by about 20 percent Thousand dollars, 2021$ four-quarter moving average Million loans

Figure 1. Number and Size of Livestock Loans, Kansas City District.
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The increase in livestock loan volumes was driven by larger loan sizes. The average size of loans for other
livestock continued a sharp upward trend, increasing about 30 percent in the third quarter and reaching an
all-time high (Figure 1). The number of other livestock loans was also higher than a year ago but remained
historically low. Similarly, the average size of feeder livestock loans has also increased steadily over the
past year, but the number of loans declined for the fourth straight quarter.

For more information:
To access the complete Federal Reserve Ag Finance Update, see: https://www.kansascityfed.org/agriculture/agfinance-updates/

RightRisk helps decision-makers throughout the world discover innovative and effective risk management solutions.


https://RightRisk.org




