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Outlook for United States Agriculture as a Whole 
  

Liquid Assets.~ Farmers’! holdings of liquid assets in the years ahead will 

be determined mainly by the volume of liquid essete in the hande of all persons 

and businesses in the United States and by the relation of farm income to nation-_ 

al income. Rerring var, no considereble changes in the publics’ aggregate hold- 

ings of bank deposits, currency, and Federal securities le anticipated for the 

outlook period. . oo , 

  

% 

With regard to nationsl imceme the basic assumptions for the 1950-54 out- 

Look are indicated by a projected rango of gross nationel product from 6 per- 

cent above to 2h percent below the 1Gh7 Level and by a projected range of dis- 

posable personal income from 9 percent above to 17 percent bolow the 1947 level. 

Projected net realized income of farm operators ranges from 22 percent below the 

1947 level under the most favorable conditions to hO2 percent below under the 

least favorable conditions. In elthor event, the relative income position of 

farmers during the outlook period is expected to be considerably lower than «at 

present. oe | ; 

The prospects are, therefore, that farmers’ holdings of liquid assets will 
decline from the present level of more than 20 billion dollars to about 16 or 
17 billion dollars under the most favorable conditions assumed for the period 

and to about 13 or 1) billion dollars under the least favorable conditions. 
These estimates are based on past relationships between the proportion of nation- 

al income received by farmers and the proportion of all liquid assets held by 

farmers ond on the relationships projected for the outlook pericd. They should 

bo regarded only as levels tovard which farmers’ holdings of liquid assets might 

be expected to move under the conditions asaumed for the outlook pericd. Tho 

liguid asset holdings of farmers wlll probably not drop suddenly but they can 

be expected to decline gradually as a result of the “wearing away” of farmers’ 

finencial reserves under conditions lesa favorable to agriculture than those 
now existing. - 

Depletion of the liquid assets of farmers under both of the assumptions 
considered for the outlook pericd covld be accentuated or moderated by a number 

of other possible developments. It is assumed that farmers’ debts in the 
egeregate will expand during tho outlook period, that the Liquid funds taken 

out of agriculture by retiring farmers vill not be fully replaced ty those of 

new farmers entering agriculture, and that farmers’ expenditures vill not ‘s- 

cline as repidly as farm income. a , 

Hon-real-estate Dept.~ Hotvithstanding the recent decline of many agricul- 

tural pricss and the still lover prices assumed for the outiook period, it 

appears that the non-real-astate debt of farmers will move to a higher level | 

during such pexicd. Lower agricultural prices wlll doubtless bring downyard 

adjustzents in losnse to many farmers. Hovever, these adjustmcnts will pro- 

bably be outveighted by factors leading to further oxpansion of the non-real- 

estate debt of farmors. Among these factors are the following. 

  

From the borrover gtendpoint lower farm receipts and continued high costs 

will ersate increased need for operating credit. Large numbers of farmers who 

2ave been able during recent years to finance their operations from current 

income will Pind it necessary to obtain eredit. Moreover, the inerease in
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livestock numbers anticipated for the outlook period will probably create -addi- 
tional noed for credit despite lover prices for livestock and feed. The rnon- 
real-estate loans of farmers are now at a4 low level in velstion to fsrmers' costs 

and to their requirements for machinery, building materials, and other goods 
necessary to restore buildings and equipment which deteriorated during the var 
and to make other desirable improvements. , | 

From the lender standpoint there should be far less pressure for liquida- 
tion of farmers’ loans under the conditions assumed for the outlook than in 
earlier periods when farm income declined such as im 1920-21 and 1929-33. 
Country banks may sustain substantial deposit shrinkagse but they hold large 
reserves of cash assets and Feteral securities with which to meet such shtinkesgsa.. 
At the beginning of earlier periods of declining farm income the reserves held 
by country banka were much susller. Shrinkages of deposits thus forced them to 
reduce thelr loans. Not only ave country banks stronger but there are mow more 
agencies that finance farmers’ production credit requirements, such as the 
production credit associations and the Farmers Home Administration. The lending 
agencies may find It necessary to adjust some loans to farmers downward in order 

.to protect themselves against loss but there is Little likelihocd of any pressure 
on farmer borrovers arriving from shortages of losnebls funds. , 

Some of the non real-estate debt of fermors will probably bs convarted into 
Long-term ferm-mortgage loans, particularly under the least favorable conditions 
assumed for the outlook period. Moreover, seme borrovers may got into financial 
dirficulty and require rehabilitation by the Farmers Home Administration or other 
Pederal agencies. Such shifts will probably occur on the largest seale in ereas 
where farm income 1s most drastically reduced, for it is in such areas that 
financial difficulties among Parmers will be greatest. 7 

Farm-mortanage Debt.- Assuming a drop in net farm income to 10 or 15 billion: 
dollers, the factors tending to Increase farm-mortgage debt probably will out- 
weigh those tending to decrease it during the pericd considered. If net in- 
comes should fall to the 15-billicn-doller level carly in the outicok pericd | 
end stabilize at that level, the farm-mortgags debt could rise rather abruptly 
and by as mush as 3 or 4 hundred million dollars a year. Should net farm income 
drop to the 10-blilion-dollar lovel, it is still probable that the farm-nortgage 
debt vould incrsass but the annual increment would be smaller and the rate of 
inerease vould tend to fall off as the cumulative effects of falling net incones 
were felt. It is unlikely, hoverer, under elther assumption, that the ferm~- _ 
mortgage debt would became as great a financial problem for farmers generally 
B5~-LPeR tS EAC l at pNO pie ORe Tamers LEnGerarsy a3 in either the carly 

twenties or thirties. The bulk of the mortgages have been paid dowa to re- 
lstively safe levels and interest rates are lov. But some considerable numbsr. 
of borrovers have borroved to buy farms the last year or tyo and debts have 

peen for large emounts relative to average values and probable incomes. These 

porrovers may Pace real financial problems. , ) 

  

Whether tas decline in farm income is of major or minor importance, its 
first influence would be to reduce substantially, if not to eliminate entirely, 
dyvance payments on the mortgage debt. Such payments, which ave made by Tarmers 

£ 

2



     



on their debts prior to maturity Po reached a substantial volume during the var but 
in the least 2 or 32 years they have declined aubste mitielily cue largely to “inettsa LAGE 
‘purchases of wachinory, buliding materie ela, aml other goods with funde which would 
otherwise have beon used to repsy debts. - . 

ties addita Of, lower farm inccmes would bring the amount of funda available to 
farmers for regular debt servicing down to a lover level and would thereby increase 
delinauency on many loans. Delinquseciss would be more numerous if the decline in 

income should be very severe in certain sections of agriculture. This would further 
reduce principal repaymonta. At the sams time it ; wovla orobably result in the a L- 
ing or refinancing of many of the debte to higher i syelg, IG is likely that curi 
a considerable period. lenders would carry such delineus cee of rather than fore-~- 

close. Only if the recession should continue for a conmsiderable period woul 

lendexva be likely to start foreclosure proe ees Hes apd ehus GeUuse the debt to dc- 
= 

erense through forced liguidaticns. 

&
 

Lover farm incoms or eren the prospect of t over farm imeome ts likely to 

cause lenders to tighten up on their loan stemiards. This will probably mean 
higher down payments ene greater equity Fe quirenenta on credit-finmanced trans- 
actions. On the othe” hong, there are likely to be more borrowers. Many farmers 
WHO previously could pay cash £ for purchases out of past sayings or current incomes 
WLLL find these sources of Pumds deple ated, yet they will have surticiens caulties 
to justify evedit. Shovld incouss drop te. the lower level, the é seeline in volume 
of total transactions may tend to offset the tendency to uge inerensed amounta of 

oredit. , 

  

Should net Incomes ds on HO uoderately end then ten® to stabilize at, sey, as 
high a level as 15 billion, this stability miant ercate a feeling that i1+ sconomy 
is on & new prics level. ‘date feoling of optimism night stimvuiate additional 
purchases of both Land and E 

  

sachinery end thus oRcoulrs ago & noy wave of borrowlns. 

in a.pericd of relative prosperity of thie sert, soehnological edvances im agricul-~ 

ture probably would be rapid, Zt le difficult to “Por vstell how suck addi tion 0 
farm capital would be finsnced - whether by farm operatore, landlords, or exsdltors 
Capital furnished by sources ov teide of acvicultere would te provided py landlords 
as well as by creditors. : 

The influence of incomes changes on the farm-nortzage debs might be y great 
if net farm income in some sections should crop. to cope ession levels. 1 c costa 

should remain high, net incomes conld bo reduced drastically sven thouga prices 
in general should stabilise at relatively high Levels. Falrly largo segacnts 
of agriculture might Pind olther costa or returns vunitevorable in the outlook 

period, wlth financial distress severe for heavily | sadobt ed borrovers. In such 
areas substantial amounts of farm-mortgege dabt might be liquideted by distvess 
transfers of farus to creditors. A situation of this kind, hovever, is more ex- 
treme whan that projected for the outlook period. 

aun the light of the above considerations, it ia Pelt that any moderate re- 
duction in farm inecme is likely to result both 3 in Lower Principal repayrents 
on the far-mortgage debt and roduced emounta of new debts inovrred. en VEVOr , 
the decrsase In prineinal repaymonts is likely to be greater then any reduction 
in new lomns with a resulting further inerease in the outotanding farp-uortgage 
debt. This increase im debt could be expestad to somtinue so Long ag imecmes 
remain ab 4 iInoderately lower levyel then at present. Should a rsacersion of sore 

e
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what ‘Limi tea sienificance in pr "OJectil ney either escwal or justifiable fuwure 
value levols. 

A level of land values considerably higher than those prevailing could be 
maintained in «ny areas under the high cmployment projection for the 1950-5) 
period, assuming that such conditions could be expected to continue. Obviously, 
the effect of any given income level on lend values depends to 2 considerable 
extent upon the conditicns under which the imcors Is realized. Shovld the avir- 

36€@ annual income represent a Yecasonably atable level, the accomanying land- 
yalue levels would be materially higher then if the emount of inecxs cms an 

average of a Geclining pericd. Also, should the rexlization of the income dopend 
largely upon support prices for a number of major C¥Ops, the effect on valucsa 
would be less stimulating than If prevailing demand and supply conditions held 
most farm prices above suppor’ ievols. 

A decline to a 25-biliion cash farm incone Lovol might bo cousitiered by 
most buyers ag the forerummer of further declines. Hsnce it would not nocossarily 
be regarded as a level likely to be maintained over. cho. “Longer run. Shevld such 
an income Level im the 1990-5) period either desend heavily on support prices or 
represent an averrge of ea declining period, 4 % is prokaple that average values 
for the country would not be above current levels ani they might well be as much 

as 10 percont lower. Hovever, shoulda lnecwe appear reasonably stable and self 
sustaining et as high a level as 25 billicn dollers, the accompanying value levels 
are Likely to be as much as LO percent higher than those prevailing in mid-19h8. 

A dvop in farm income to a “19-billicn-dol! OF | 
average values to decline es mich as a to 20 percent. Unless farm incomes were 

dropping sharply during the 1950-5) period, the declines vould nvotably not be 
greater because provailing lend value “Love le alveady ecllow for the possibility 
of a material decrease in incomes. Eased on prevar land value and lend carning 
relationships, a maintained incoms level of 19 billion dollars would appear almost 
ufficient to support values at current levels. HEovever » & drop of this size in 

Pari earnings would provably be interpreted by most land buyers as an indication 
of lower futura levels s, and this ompectation would be reflected in theiy offer- 

ing prices. _ , 

ar levol would probably QUEes 

“ 

Thus with the 25..bil Lion dollar inccue under the hign explogment level, lend 
values during the 1950-54 perlod are likely to range betvean 160 end 190 5 
of the 1912 ~; averages. With « cash-iIncoms level of 19 billion Gellare, la 
values are likely to be in the neighborhood of 240 to 150 pereent of the 1912-1), 
average. in olther case, thers is likely to be sone slowing dowa in the voluz> 
or wansrers, with a sharper decline in case the Lover inecus level is realiges. 

The Over-all Financial Situation. - ‘The Poregoing evaluctions of the cut- 
look for ths value of Term renl ostate and for the debts and Licuid assets of 
farmers suggest that the new vorths of Tarmera may be esocavcd to declins cen- 
siderably, parcicularly undex the least fayorable conditions. This r 

ia roinforced by the prospects for lover avices at which the crop and Livestoch 
inventories of farmers wlll be valued. Value of farm machinery, automobiles 
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and motorturcls and of household, : goods ca farms may imerense es T Pinsra sonviuuc 
to mechanice their Yarma and to provide more comvenlensos Per theiv hemes, but 
these increases im agectsa seen unlikely to equal the declincs in velues of faim





" , ny in, 7 ‘ FF ape ne te om, Fox 7 “rem akan gw ones f < wee, ah es 4 aon . aanst 2 anes: - 

real ¢ ate G, crop ant Livestock imvomueriod, ane Liquid aseahs. jhroover, 
8 es, fied Fm, » ss Ln iz whe - ML ET om ¥ oe > * we NR Pel ae ; . erst, _ 

farmers’ Gebts ars eepectes, to iuersase unier ene conciltions assumed, These 
+ = M4 2 % Cy Ware Suu FER. gh te CR ale, on ht ra aes Dn 47. : . 

developments would xvedres the met wortvas of Sexmerg. 
ep 

1 +. 4 E 4 2 a i ae ag f ¢ Eh ey my Oe €, 3 

In appraising the significance of such a develoynent, 1s must bo renemberet 
a a S93 pe gee nn ise " £% obs ext A meh 6 that the rapld growth of fermors’? net vorths Prom 1940 to 19%0 resulted mainl; 

. es 2 t a —_ a 3 

fron the inersasea in 

ra 

eieaon at wiitels: fas aebe tore ralne Yt yoy aio 
dh J& 4.02 85 - ce Sea LLGS a} bh SLABS bE wi Que 23 ued. ote UF isets CH LLet Pam 

“ahs “paper” gain, as most Larmewa did mot acld thelys Yayms or greativy change their 
other invent ard es of physical aessta. She most tangible gaing of Yar Ors Were 
voflected by the Imeresased purchasing pover of thely incomen end liquid savings 
and by a reduc tion of theirs debt burdens. , 

Similer ly . 2 decls ime dm Yermorve! ne % worths from the. deavery 1, 19:8 Level 
will reflect, to a considerable extent, seep lover valuevions OC a volumes of 
tera escets not greatly @ifverent rom thoge they now ova. The veal losses of. 

farmere will he vorles tod py the extent to wn sich 1 theiy Lower incomos 5 Ed Liduid 

neacte hove reduced purchasing pot mee Fae CaN BRO mboms Go cwnieh bneir debts bacanme 

more burdensome. Hoverar, now ek ie sop kot me of Liguid assets cr inerences ia 
aot WLLL rafleect a doterioration | oe the Pinanet el conditions of varmeorg, as. such 
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eae to income thar vee the prowar > dept . TRoiv Liquid reserves should remain 

eporozinately four tines as large as before the war, and thoy should hure ab ~ 

least 4 wrlee the averegete purchasing powcr of the prevar liquid voseryes of 

fsrvuers. Thus fomzors may he expectoi to reteaim a complderable part of tho real 

Salus Made aan ‘1980, even though thelr position will not be so f avorable ude 
the conditions 3 projes CES. Por whe oubicok periog es at proesans. 

Financial Comlicions of Individual Formers wil, 2 Yary Widely.- A reduction in 
  

the net worth of Varmers will bring about varying ee or finarcial problems 

among farmers, depsulling upou the ccmpogivion of “theiy assets asd: lisbilities 

rveeces thse amount of declines im tholy individusl net incomes. Borns’ Po0 of debt 

“WiLL find that the reduction in income merely seduces the ouount of their currsont 
savings. Thole reduetion im mob worth may bo priucigally e panes less vita Listic 

w uO Pasulting financlal distress, Obuer Tarmero willl Pind the crop in incom 
purricient to req 3Q@ OF homo OY their Bast BaViugS Gr Liquid assets to 
meet expenves. Some of these may also Pina’ it necessary to porvoy on cquities Iu 
oneir Proper by. Yor these fargers uneae proper sles have beam freed. of dale ext4. 

whose savings have boon substantial, the £ ivancial prob Lens cunt arpico can bo inct pa 

without aay ‘particular distvess. 

ne
 

loweves, £ oube sexetlal nevber "OF Varners have been unasle to acmive may au- 
stantial sayluge or equitica ~~ tHeiy LTagmc hecauss Gheir faras aro onall ami tha 
nigh income: of the vax stLit ald uot execed beth their in CO OORSS, Fea coobe aud 

thely Livlee expenses. Other fermses acquired Liguld ageets duvivs ths wer aud 

immediate porteny period bwi thoy spewh theee savings and seauire: , ned viount 
Liabilities we buy Lax Ay , Uachinery, amd livestecs, ond othmvwise to improve anil 
anlorge theiy Ferus. A substantial ausber of neose ae say cana - cit Gaede 

vetnesd iuecons ls tee seath to mover their fines eenences, Whoh Vitkle ov ro
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Hortheastern States 
  

As a vhole, sericult sure has shown relatively more economic atability in 
the Northeastern States than in most other regions of the country. This 

(gtabllity is closely associated with the proportion of urban population in 
the region and ths character of the farm products produced there, Farmers in 
this region do not prosper as much in good tines nor do they experience aa auch 
financial distress in depressions as ao farmers in most other regions. 

The 1950-54 cutlook for northeastern agriculture appears better, relatively, 
than the outlook for other regions. The lower feed prices assumed for the. 

outlook period and the pronabllity of gradually declining prices fer dairy 
cattle should reduce the necessary expenditures of farmers in thia region. 
Moreover, prices of dairy and poultry products are likely to decline less than 
are prices of other agricultural products. Thus farmers in this region will - 

probably retain during tho outlook period 2 larger proportion of the gains sade 
sines 1940 than will farmers in the other thrae regions considered. But sone 

localities, those apecialiging in fruit, potatoes, and other vegetables, for 

instances, may oxperience condi $ions that are conaiderably less Laverable than 
average for the region. 

The econenic stability of tno Northeastern States is reflected in land values 
which have fluctuated lese over the last four decades in this region than in any 
other section of the country. This greater sthabllity in values has continued 
during the presents war period. fm inerease in gross income ‘of 180 percent vas 
accompanied by 4n Increase in per acre land values of 65 percent. For seach 
10-percent increase in income, values inereased 3.6 percent, a lover rate of 
response than for any other section of the country, With wither the high or. 
the lew employment assumption, values in the Northeast are likely te change 
1es8 than the United Stetes av Orage» 

The diquid asset holdings of northeastern farmers on January 1, 1948 are 
estimated at about 2.5 billion dollars. This is about 150 percent greater 
than the amount held on January 1, 1942, The increase in liquid assets of 
fermers between 1942 and 1948 for the United States as a whele is Sotimated. 
at about 280 percent, Any declino from present levels in the Northeast, however, | 
is expected to be moderate in the outlook pericd. Under the most unfavorable 
conditions assumed, they sre not expected to fall below 2 billion deliars, and 

under the more favor able conditions agsumed,. they might increase slight ly. The 
- mere fret thet incomes ara expected to decline does not mean that savings, or 
the accumulation of liquid assets, must necessarily cease. Conditions are 
expected to be more conduciys to saving in the Northeastern States than in any 
other agricultural region. 

Relatively stedle conditions in the Northeast - particularly of land values ~ 
have resulted in a level of farm-mortgege debt which has changed comparatively 

little since World War I. On January 1, 1948 the total mortgage debt for this 
region wag 437 million dollars or about 11 percent greater than the low of 394 
million reached 2 years earlier. This upvard trend is likely to continues for 
only a few yeavs; it will then tend to Lavell off. .
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Non-real-estate leans ef the prineipa al iendine institutions shave 
exceptionally ereat expsusion in this region uring 1986 and 1947, in large 

easure, this appears to a oe to the high eoss af dairy eattle end fead and 

to increased purchases of machinery and bullding materials during the postwar 
pertag. With the prospect of a decline in sosts of fead and dairy cous in 6h 

next wo years, a leveling-olff of the non-real-estate debs af formsre in bhe FG 

Northons te 8PR region may be exnected, 

the torth Gentral States 
  

i 

For this area aa a whole, the oubleek ao Sere av least ag favorable as for 

the entire comtry. fhis is narticularly spue for livestock and dairy areas, 

ag prices of meat animais and dairy preduets are exoseted te be maintained a% 
fairly satisfactory levels. Howsve: Pay d corn are expected ta 

8 
| ®, prices of wheat and 

drop rather sherply, particularly if sbovea-are 
= 

Tasce eroos caontinus to be produced 

This is the only large area in which 

inflated in the World War. = boom, and dur be depression and the drought of the 

1930's, the drop in values was greater here, During the current rise, land values 

in this area have been less responsive te income incraages than the average for 
the country ag a whole. An increase of 280 vercent in the groas farm income was 

accompanied by an increase in per 2ere land values of 104 vereent Shus, for each $s a 

it-percent inereas @ in gross inceme values iners asod a) DL 3.7 percents. 

Gwo factors probably con 
of values te income ineraas: 

period, and the curbing Fe ; 
aren during the earlier war years 

8 

someyvhat more conservative respense 
,enced in the interyar 

KReidings in the 
cern gars of thie region, 

i 
% 

235 

aft 
cy 

Ts. Alse in. the was . 
weather conditions have been extrenely fevorable to ere tT ygraductien tor the last 
several years and recognition of a possible recurrence af drousl hes probabiv 

tempered the value increases, | | , | 

Changes in values in this area ag a whele are likely to follow about th 

game trend as those for the entire United States under the two sets of employ rment 

ssumtions, Even under the high employment assumption, values in the areas that 
specialize in crop ureduction are Likely to ke semeywheat lower than thoss currently 

evriling. Under the lower employment assumption, values in such areas may 
screase more then the projected decrease in the United States average. On She 
ther hand, developments in the areas that emphnsize livestock production are 

likely to counterbalance developments in the crop areas. in the livestock arees, 
values are ilkely to increase somewhat further in cese of high employment, and 
to dacrease less than the United Stetes average in care the lewer levels prevail. 

Nord 

On January 1, 1948, fermerd in the North Central Stat 
eid about 8.3 billion dollars in llonid as sets, or about 42 ate 

Lliquid-asest noldings of fermera in the "inited States. for January 1, 19 

ratio was 35 percent, This.inerease reflects the greatly strengthened finz Le
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popition of farmers in this region, and particularly of thoss in the western 

parts where during the ias% fey yeera wheat produc eo execpt ional returns . 

Yarmers* holdings of liquid asgete in this ragicn ara expected to decline, 
with reduced incomes, to about 6.5 billien dollars, under the nore favorable 

conditions, and §.5 billion dollars under the less favorable income assumption. 
Lower prices for wheat are likely to mean less favorreble conditions and greater 

liquid asaet depletion for farmers in the Greet Plains States than for farmers 
an either the dairy aroas of the Lako States or the livestock and general farming 
reas of the central Goz fn Belt. ; 

Farmers in. the North Central States appear to have owed about 42 percent 
of the total nen-rernl-ostrte debts of all farmara in the United Staten on , 
January 1,.1948. This type of debt expanded during 1945 and 1947 at approximately 

the sane rate as in the United Ststes as a whole. On January 1, 1940, however, 
nearly 50 percent of the non-real~estate debt was concentrated in this ares. 

With reduced farm income probable during tho outlook period, fewer ferners 

will be able to finance thelr operations with cash and more will raquire credit. 
The number of livestock on feed in this region will probably increase, and 
purchases of ferm machinery will continue at a high, although & poesibly 
declining level. Further, a considerable number of farmers will find it desirabla 
to extend their eredit over longer periods. Shese factors vill tend to maintain 

or to inerease the outstanding amount of shert-term loans. On the other hand, 
livestock prices and other'costs may be expected to decline, and with lower farn 
prices and incomes, lenders may reduce the amounts loaned ver borrower. However, 

on balsnce, 2 further increase in non-real-estate loane of fermers in thie region 

is expected for the outlook period. : 

the farn-nortgage debt in the forth Gentral region on January 1, 1948 was 
less than one-third of that on danuary 1, 1924 and at the beginning of this year. 
it was nearly ac low as the debt in 1910. Current. data indiceta thet the debi 
may still be going down but at a m-ch lover rate. I is possible that for 1948 
the debt may level off or increase slightly. Even though farm income declines, 
it is probable thet this area will see a reversal in the downvard trend as has 
already occurred in other areas. Farmers in the North Central States will 

continue to make substantial farm and home improvements and ths volume of lend 
trensfers will probably remain high. Farm improvements often will reduce labor. 
end other costs and they will thus stimulate investment. Although a considerable 
part of the investment can be made out of available savings end income, substantial 
amounts of borroved funds will be required. , , 

Recently, recordings of mortgages have tended to increase in this region and 

releases have tended to decline, With lower incomes, the amount of roleages 
can be expected to decline further. Nev mortgages incurred may elso decrease 
from present levels but to a lesser extent. Thus 1t is believed that the amount 
of farm-mortgage debt will increase rather sharply in the next few years. Only if 
the recession in agricultural prices should become setersa is this upw are $rend 
likely to be modified, and then only if an active program of ref inanoing Dy 
Federal agencies fails to materialize.
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This war-period increase in agelcultural earnings was accompanicad by a 
rapid rise in values of Jand and other farm inventory itens, and particularly 
in liquic assets, The inersases in liquid sssets af farmers and in values of 
farm real estate were both graster in the Southeen Stases than for the Coun cE? 
as awhele, On January 1, 1948, eouthorn farnera prsid 3h percent of the liquid nb of th 
assets held by ell farmers, compared with 2, eerecent on January 1, 1942, And in 
March 1948, land values ware 115 percent higher in the Southern States than they 
were in 1955-39, comared with en snereage oe 05 percent for the counter y aca 

whole, Values of other inventory items alse in creased, But theas improvements 
in financial status were offaet in part ty less f avorabls aituesions with referer 
to indebtednesa. The southern region was the oaly major even where the non-real- 
estate debt of farmers was considerably greater at the end of the war than in 1940, 
Also the decline in farm-mortgage debt was less rapid in ons Southern Statas 
during the war period than in other parts of the country. And during the last 2 
years farmmrtgage debt increased aharply in the Southern states, This vas in 
marked contrast te some othor areas, the Nerth Cantrell Ststes in particular, 

if farm sarniiyge decling nore ravidly in the South than in other > part oe 
the country during the outlook poried, 41% is probable  enat ths values os Sari 

-Agsete will aleo decline more ravidly. Tho responses of farm real estate valy 
to war-perioed increases in farm earnings wae much higher in the South ¢ hen fer tag 
country as @ whole. For seach inereage of 10 percent in sroasa farm income. land Ese 3 - 

valuas OSer acre Fess 5.4% DEFY cant, S5 GOoumare dowith 35 percens for she country ao 

whole, In view of this higher vr roe & to lnereases in income, it apnears 
likely that land values will deeline more in the Southern St ates “under either sat 
of outlook aaswaptions than will be "Erne foe the eatirse country. The liquid 
asseSa of southern farsera ars also Sap besos to declines, from an eatimeted 6.8 
villion dollars on January 1, 1h ¢ % 5.0 billion dollars undor the most 
favoreble conditions and %0 abous / a sa on collars under thse least favorable 

conditions assumed for the outlook pariod, 

The South hee bad a greater expansion in non~-resi-es: 
since 1940 than any other part of the cow antsy. On J rt ne 
frrgers owed 30 percent of such debt in the United $3 HOS, as compared with 2h 
percent on January 1, 1940. Because of the high level of current borrow .ngs and 
the vrespective declines in farm earnings, this "pe of indebtedness will probably 
level off in the near future. This tendency mey be Influenced, in part, by sone 
funding of thease relatively short-term, high-interest loans. into farm-mortgace 
debts. : 

the ferm-nortea age dedt in the Southern Stators 5 B6L11 neer 
as high as the neak lavel. : 
South have inereased by nearly 18 vercent. Undor the squeess of high fined c 
and declining incomes, it is repent that this upward trond will centinue 
during the sutlook period, if prices of major crope in the South declines 
substantialiy, huwever, it is likely that the rate of inerezos willl be less ranid 
than 1% a, been during the last 2 years, An inerease in the use of cree bo 
finance technological and othar farm improvements might be of major import BNeo 
in offsetting | this tondency o : 

iy tuq--thieds | 

fad, during the last 2 years mortgage debts in the 
t fe) 

b
y





ay eats 
2 =a 

Westera States 
  

Although the Weste orn. region contains widely diverse kinds of agriculturs 
the region as a whole hae in common certain general charecteristifis that make the 
financial outlook for aericulture here different from nther regions. Many parts 
of this region will continue Sto experience economic growth at a greater rate than 
will older regions, This growth will be reflected in value of assets usod in 
agriculture and in eredit used by farmers. The renid growth of urben population 
elong the Pacific sesboard will provide a greater demand for farm products that 
ars sold in lecal markets, This will hein to bolster the agriculture against 
general downward reedjustnenits in incomes, pricss, and ssset velues. 

But these downvard adjustments may still be smpotantial. with falling income 
during the outlook period, lend values may be;yin for a somewhat greater downward 
readjustment then in the North Central regiony Sotnes in fruit and truck-crop 
production aress have already shown considerable weakness, and this tondency is 
likely to continue, In those areas in which livestock bulka largs in total farm 
assets, the prospeativa decline in prices of livestock will influence directly to 
an appreciable extent the value of tetal farm assets, Despite the influenco of 

_vovulation and general economic growth in the area, ther efore, the value of assets 
used in farming is likely to declines acmewhat more during the outlook period than) 
in the country as a whola, | Within the region, however, the trends are likely to 
diverge. ] | 

Liquid assets held by 3 veatern frermers inereased at about the game rate Irom 
January 1, 1982 to January L, 1948, as for the entire country. On January i 
liquid assets held by yvaatern frrmere are estimated at 2.7 billicn dollars, We 
reasons are apvarent as te why the trend for this region should differ greetly 
from that of the entire country. Liquid assets of farmers-in this area are not 
expected to fall below 2 billion dollars during the outlook period, and under the 
most favorable conditions assumed they might remain as high 48 2.3 billien, 

Thr oughout. the period 1940—L8, ‘non-real-estat be dobts of western farnera to the 
principal credit institutions vers about 21 percent of the total for the country. 
Although | some further increase may be anticipated, a moderate reduction in the 
amount of such credit used by farmers is exvected to accompany the reduction in 
cost projected for the outlook period. Real estate debts are likely to continue 
their upward trend.. Continued growth of the area in the form of new irrigation 
developments and expansion of dairying is likely to draw in substantiel amounts 
of capital in the form of mortgage loans, and lower incomes in many parts of 
the region will reduce the rete of principal repayments. This. new debt, however, 
will be matched in pert with new assets, so that the change in the net s-worth , 
nogition of western frrmers may differ very little from that for fermers 
generally.




