
Why farmland now? A durable 
and consistent investment with 
upside growth potential  

SUMMARY 

• Increased market volatility has forced investors to 
search for assets that will be resilient throughout 
the economic cycle. Unexpected market events 
are seemingly becoming more common, requiring 
investors to revisit their asset class allocation 
strategies in order to meet their long-term return 
targets at an acceptable level of volatility.

• Farmland is gaining more mainstream acceptance 
as an institutional asset class, providing 
attractive long-term annualized returns that are 
uncorrelated to traditional financial products 
such as fixed income and global equities, and low 
correlation to other real assets. Farmland returns 
are extremely resilient and consistent throughout 
the economic cycle.

WHY FARMLAND NOW

Farmland continues to provide strong and 
consistent risk-weighted returns relative to 
other asset classes. Farmland’s performance is 
unique relative to other financial products due to 
its relatively low volatility, negative correlation 
with equities, and consistent performance 
throughout economic cycles. Farmland has a 
history of preserving capital in times of economic 
downturns, and is currently delivering annual 
income returns above government bond yields in 
developed countries.

The current low interest rate environment is 
a function of poor economic growth and a low 
inflationary environment. Government bond yields 
in all major developed economies have declined 
in recent decades. Due to the reduction in bond 
yields, investors have increasingly begun to seek 
returns elsewhere. This fact, coupled with the 
low cost of borrowing, which is also a product of 
a low interest rate environment, has significantly 
increased investor demand for real assets (real 
estate, infrastructure and farmland). The increased 
demand for these assets has resulted in strong 
value appreciation in recent years, which in certain 
cases has outpaced the asset’s earnings potential 
and has resulted in yield compression. However, 
despite this compression, farmland yields remain 
attractive relative to other financial products 
(see Chart 1).

Third quarter 2019

Chart 1: 10-year government bond rates relative to 
U.S. farmland yield 
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Source: U.S. Farmland NCREIF Annual data to Q2 2019, bond yields as of August 13, 2019
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When evaluating an investment, it is important 
to consider the return volatility in addition to 
expected return. Chart 2 compares the volatility 
of U.S. farmland returns to the S&P 500 and U.S. 
10-year bonds over an 18-year period from 2000 
– 2018. During the period, U.S. farmland returns 
have experienced a similar level volatility as U.S. 
10-year bonds and, significantly lower volatility 
than equities. Despite its comparable return 
volatility, farmland has consistently outperformed 
10-year bonds, delivering significantly 
higher yields. 

As a result of its superior risk weighted return, one 
can view farmland as a powerful diversifier within 
an investment portfolio. 

Farmland’s low volatility becomes particularly 
valuable in periods of financial uncertainty. 
In periods of economic adjustment, the asset, 
unlike other financial products, has proven to 
be extremely resilient, outperforming all other 
assets classes. 

Chart 3 demonstrates the resilience of farmland 
returns over four decades despite periods when the 
U.S. and/or global economy was in recession.  

The 2008 financial crisis caused severe and 
prolonged recessions in many of the world’s leading 
economies. In the U.S., the negative consequences 
of the financial crisis were experienced across 
most sectors of the economy. However, this 
period was relatively profitable for the agricultural 
sector, resulting in strong farm-gate profitability 
and higher agricultural land values. Kuethe et al. 
demonstrated that in the four-year period leading 
up to the 2008 financial crisis and the four-year 
period after the crisis, farmland consistently 
produced positive returns, outperforming U.S. 
treasuries, the Dow Jones, and the S&P 500 over 
the 8-year period.1 

Farmland’s asymmetric return profile presents 
a compelling case to invest during instances of 
economic uncertainty. U.S. farmland has delivered 
only one quarter of negative returns since 1999 
(-0.01% in the first quarter of 2002). Importantly, 
during periods in which the S&P 500 declined, 
farmland delivered positive returns. The durability 
and negative correlation of farmland returns 
to economic cycles is driven by the consistent 
requirement of a growing population to eat from a 
limited land resource base.

Agriculture has experienced a continuous wave 
of new technologies being introduced over many 
decades, resulting in productivity improvements. 

Chart 2: Volatility comparison of U.S. equities, 
bonds and farmland 
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Source: Factset. U.S. Farmland represented by NCREIF Farmland Index 

Chart 3: Resilience to the economic cycle
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These improvements typically result in improved 
yields and/or a lower cost of production, positively 
influencing farmer profitability and underlying 
land values.  Global agricultural total factor 
productivity (TFP), which measures the changes 
in the efficiency by which inputs are transformed 
into outputs, doubled in the 1990s to just over 1.5% 
per annum relative to what was achieved in the 
1970s and 1980s. Importantly, TFP has remained 
at this higher pace since the 1990s through to 
today, supported by technology adoption. Chart 4 
shows examples of technology introductions and 
their adoption rates. Tractors were first introduced 
in the U.S. in 1910 and took almost 50 years to 
replace horses in agriculture, reducing labour 
and increased efficiency of planting. In 1996, the 
introduction of herbicide-tolerant corn in the 
U.S. took less than 20 years to be adopted. The 
acceleration of technology adoption is a trend 
witnessed across many industries and will support 
productivity growth in agriculture.

Examples of new technologies being introduced 
include drones and satellite imagery, improved 
genetics and increased data collection and analysis. 
These new technological and genetic advances will 
help reduce the environmental impact of modern 
agriculture making it more sustainable, helping to 
produce more with less. 

The durability and consistency of returns is 
unparalleled across other investment alternatives. 
Fundamental farmland return characteristics 
remain intact, with upside potential on the 
horizon in the form of productivity advancements. 
Farmland possesses a number of unique 
characteristics, including: strong yields, low 
volatility, negative correlation to equities, and a 
resilience to economic cycles. These factors create a 
compelling case for the inclusion of the asset class 
in a diversified investment portfolio. 

Chart 4: Adoption rates of new technologies have 
accelerated 
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Source: USDA, Economic Research Services
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For more information, please visit our website, nuveen.com/westchester.
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This material is not intended to be a recommendation or investment advice, does not constitute a solicitation to buy, sell or hold a security or an investment strategy, and 
is not provided in a fiduciary capacity. The information provided does not take into account the specific objectives or circumstances of any particular investor, or suggest 
any specific course of action. Investment decisions should be made based on an investor’s objectives and circumstances and in consultation with his or her advisors. The 
views and opinions expressed are for informational and educational purposes only as of the date of production/writing and may change without notice at any time based 
on factors such as market conditions or legal and regulatory developments. All information has been obtained from sources believed to be reliable, but its accuracy is not 
guaranteed. This material may contain “forward-looking” information that is not purely historical in nature. Such information may include, among other things, projections, 
forecasts, estimates of market returns, and proposed or expected portfolio composition. Any changes to assumptions made in preparing this material could have a material 
impact on the information presented herein. Past performance is no guarantee of future results. Investing involves risk; principal loss is possible. This information 
does not constitute investment research as defined under MiFID. All information has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. 
There is no representation or warranty as to the current accuracy, reliability or completeness of, nor liability for, decisions based on such information and it should not be 
relied on as such. 

A word on risk
As an asset class, agricultural investments are less developed, more illiquid, and less transparent compared to traditional asset classes. Agricultural 
investments will be subject to risks generally associated with the ownership of real estate-related assets, including changes in economic conditions, 
environmental risks, the cost of and ability to obtain insurance, and risks related to leasing of properties.
Nuveen provides investment advisory solutions through its investment specialists.


