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THEY SAID IT 

 

“Loss severities on mall loans have been meaningfully higher than other areas,” said 

Michael Yannell, the head of research at Gapstow Capital Partners, which invests in hedge 

funds that specialize in structured credit. 

https://www.bloomberg.com/news/articles/2017-03-13/wall-street-has-found-its-next-big-short-

in-u-s-credit-market  

Like the run-up to the housing debacle, a small but growing group of firms are positioning to 

profit from a collapse that could spur a wave of defaults. Their target: securities backed not by 

subprime mortgages, but by loans taken out by beleaguered mall and shopping center operators. 

With bad news piling up for anchor chains like Macy’s and J.C. Penney, bearish bets against 

commercial mortgage-backed securities are growing. 

There’s good reason to be pessimistic. After retailers had one of the worst Christmas-shopping 

seasons in memory, J.C. Penney said in February it plans to shutter up to 140 stores. That echoed 

Macy’s decision last year to close some 100 outlets and Sears’s move to shut about 150 

locations. Delinquencies on retail loans have risen to 6.5 percent, a percentage point higher than 

CMBS as a whole, according to Wells Fargo. 

Nobody is suggesting there’s a bubble brewing in retail-backed mortgages that is anywhere as 

big as subprime home loans, or that the scope of the potential fallout is comparable. After all, the 

bearish bets are just a tiny fraction of the $365 billion CMBS market. And there’s also no 

guarantee the positions, which can be costly to maintain, will pay off any time soon. Many malls 

may continue to limp along, earning just enough from tenants to pay their loans. 

“These malls are dying, and we see very limited prospect of a turnaround in performance,” 

according to a January report from Alder Hill, which began shorting the securities. “We expect 

2017 to be a tipping point.” 

Cracks have started to appear. Prices on the BBB- pool of CMBS have slumped from roughly 96 

cents on the dollar in late January to 87.08 cents last week, index data compiled by Markit show. 

That’s still far too high, according to Alder Hill. Many of the malls are anchored by the same 

struggling tenants, like Sears, J.C. Penney and Macy’s, and large-scale closures could be 

“disastrous” for the mortgage-backed securities. In the worst-case scenario, the BBB- tranche 

could incur losses of as much as 50 percent, while the BB portion might lose 70 percent. 

 

In the subzero twilight, when the Arctic winds snarl, snow and cloud stretch to every 

horizon in a seamless vault of spectral white. Beyond the tundra, five miles out on the 

frozen sea, oil workers from a tiny outfit called Caelus Energy have welded the drilling rig 

shut against trespassing polar bears.  

https://www.bloomberg.com/news/features/2017-03-14/the-monumentally-expensive-quest-to-

pull-off-an-alaskan-oil-miracle  

“Spooky,” one of them says into the whiteness, and he’s right. The North Slope in February is 

beautifully, impossibly spooky.  

This is where Jim Musselman hopes to save Alaska, or at least make a fortune trying.  

In a shallow estuary called Smith Bay, Musselman’s flyspeck company will work to extract an 

astonishing 6 billion barrels of crude. The nearby tundra, Caelus says, could yield 4 billion 

more.  

 

 

https://www.bloomberg.com/news/articles/2017-03-13/wall-street-has-found-its-next-big-short-in-u-s-credit-market
https://www.bloomberg.com/news/articles/2017-03-13/wall-street-has-found-its-next-big-short-in-u-s-credit-market
https://www.bloomberg.com/news/features/2017-03-14/the-monumentally-expensive-quest-to-pull-off-an-alaskan-oil-miracle
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Top OPEC exporter Saudi Arabia once vowed to defend the accord at any cost, but the 

kingdom's oil minister expressed disappointment in Russia's output cuts at CERAWeek 

and warned that Riyadh would not underwrite other countries' investments at its own 

expense. 

http://www.cnbc.com/2017/03/13/opec-unity-breaking-down-amid-perfect-storm-says-helima-

croft.html  

The Saudis have delivered the lion's share of cuts, while Iraq, Russia and some other producers 

have pumped above their quotas. Saudi Energy Minister Khalid Al-Falih suggested at 

CERAWeek that extending the deal by another six months may depend on participants' 

compliance in the first half of this year, Croft noted. 

This comes as U.S. drillers, particularly in the southern Permian Basin, have increased 

production, pushing the country's crude stockpiles to record highs and upsetting OPEC's plans to 

reduce global inventories. 

"I think the Saudis always knew the Permian would be a problem, but you can't have the Permian 

and not have everybody else in OPEC and non-OPEC that agreed to cut not do their part," she 

said. 

"So now we have some wavering on the Saudi side, which makes it a bit of a perfect storm right 

now ... for sentiment," Croft said. 

 

“The good news is that you see all this leverage that is up for grabs,” said Representative 

David Brat, a Virginia Republican. “You’ve got the debt ceiling, you’ve got an 

infrastructure plan, and you’ve got the tax plan and the Obamacare plan. So I think that 

debt ceiling piece will be tied to -- and in my view it has to be tied to -- tax reform being in 

stone.” 

https://www.bloomberg.com/politics/articles/2017-03-14/debt-ceiling-fight-may-be-too-

tempting-for-trump-to-pass-up  

The debt ceiling was suspended in October 2015, but will be restored on March 16. At this point, 

the Treasury Department has a variety of “extraordinary measures” it can take to avoid going 

into default. The administration has yet to offer a new estimate on when it will need new 

borrowing authority, but the Congressional Budget Office says Treasury’s measures could 

extend the deadline into the fall, and private estimates suggest September or October. 

Republican leaders, who control both chambers of Congress and the White House, are insisting 

there won’t be a repeat of the brinkmanship of recent years, where conservatives have flirted 

with defaulting. 

Senate Majority Leader Mitch McConnell told reporters last week that “of course” the limit will 

get a boost. “The government is not going to default,” he told reporters. 

Even the chairman of the conservative House Freedom Caucus, which led recent standoffs over 

the debt limit, downplays the risk. 

"I don’t see a showdown," said Representative Mark Meadows, a North Carolina Republican. "I 

think that all us believe that a debt ceiling increase with the appropriate amount of real balanced-

budget directives is accomplishable under this president and a unified government." 

 

North Korea said the arrival of the U.S. strike group in the seas off the east of the Korean 

peninsula was part of a "reckless scheme" to attack it. 

"If they infringe on the DPRK's sovereignty and dignity even a bit, its army will launch 

merciless ultra-precision strikes from ground, air, sea and underwater," the North's state 

news agency KCNA said. 

http://www.cnbc.com/2017/03/13/opec-unity-breaking-down-amid-perfect-storm-says-helima-croft.html
http://www.cnbc.com/2017/03/13/opec-unity-breaking-down-amid-perfect-storm-says-helima-croft.html
http://www.cnbc.com/iraq/
https://www.bloomberg.com/politics/articles/2017-03-14/debt-ceiling-fight-may-be-too-tempting-for-trump-to-pass-up
https://www.bloomberg.com/politics/articles/2017-03-14/debt-ceiling-fight-may-be-too-tempting-for-trump-to-pass-up
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North Korea's official name is the Democratic People's Republic of Korea. 

http://www.reuters.com/article/us-southkorea-usa-aircraft-carrier-north-idUSKBN16L0BD  

As the USS Carl Vinson plowed through seas off South Korea on Tuesday, rival North Korea 

warned the United States of "merciless" attacks if the carrier infringes on its sovereignty or 

dignity during U.S.-South Korean drills. 

F-18 fighter jets took off from the flight deck of the nuclear-powered carrier in a dramatic 

display of U.S. firepower amid rising tension with the North, which has alarmed its neighbors 

with two nuclear tests and a series of missile launches since last year. 

 

President Donald Trump has given the Central Intelligence Agency new authority to 

conduct drone attacks against suspected militants, the Wall Street Journal reported on 

Monday, citing U.S. officials. 

http://www.reuters.com/article/us-usa-trump-cia-drones-idUSKBN16K2SE  

The move would be a change from the policy of former President Barack Obama's 

administration of limiting the CIA's paramilitary role, the newspaper reported.  

 

German authorities on Tuesday raided apartments linked to a mosque in the city of 

Hildesheim visited by Tunisian failed asylum seeker Anis Amri, who drove a truck into a 

Berlin Christmas market in December and killed 12 people. 

http://www.reuters.com/article/us-germany-security-idUSKBN16L18Z?il=0  

The local state interior ministry said more than 300 police searched the apartments of eight 

people and shut down the mosque and the association which ran it, saying it recruited young 

Muslims to join Islamic State militants in Iraq and Syria. 

"The ban of the association breaks up a hot spot of the radical Salafist scene in Germany," Lower 

Saxony Interior Minister Boris Pistorius said, referring to Muslims who espouse a strict 

interpretation of Sunni Islam. 

 

Companies may bar staff from wearing Islamic headscarves and other visible religious 

symbols under certain conditions, the European Union's top court ruled on Tuesday, 

setting off a storm of complaint from rights groups and religious leaders. 

http://www.reuters.com/article/us-eu-court-headscarf-idUSKBN16L0UD?il=0  

In its first ruling on a hot political issue across Europe, the Court of Justice (ECJ) found a 

Belgian firm which had a rule barring employees who dealt with customers from wearing visible 

religious and political symbols may not have discriminated against a receptionist dismissed for 

wearing a headscarf. 

The judgment on that and a French case came on the eve of a Dutch election in which Muslim 

immigration is a key issue and weeks before France votes for a president in a similarly charged 

campaign. French conservative candidate Francois Fillon hailed the ruling as "an immense relief" 

that would contribute to "social peace". 

 

German Chancellor Angela Merkel said on Tuesday protecting infrastructure from 

potential cyber attacks was a top priority and the federal government had to work together 

with localities on that. 

http://www.reuters.com/article/us-germany-merkel-idUSKBN16L19H?il=0  

"Today we have a huge amount of possibilities to paralyze infrastructure from cyber attacks and 

it is... very very difficult. There are examples from Ukraine that are worrying. Therefore cyber 

security is of great, great importance," she said. 

http://www.reuters.com/article/us-southkorea-usa-aircraft-carrier-north-idUSKBN16L0BD
http://www.reuters.com/article/us-usa-trump-cia-drones-idUSKBN16K2SE
http://www.reuters.com/article/us-germany-security-idUSKBN16L18Z?il=0
http://www.reuters.com/article/us-eu-court-headscarf-idUSKBN16L0UD?il=0
http://www.reuters.com/article/us-germany-merkel-idUSKBN16L19H?il=0
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"The German government has updated its cyber security strategy and we are very happy to work 

with localities on this," she said in a speech to the VKU association for local infrastructure 

companies. 

 

Elon Musk's pledge to fix South Australia's energy crisis within 100 days, or do it for free if 

he doesn't meet the deadline, has prompted calls from citizens of New Zealand and the 

Ukrainian prime minister for the billionaire to bring similar projects to their own 

countries. 
http://www.cnbc.com/2017/03/14/elon-musk-south-australia-energy-fix-prompts-ukrainian-

prime-minister-to-get-in-touch-for-talks.html  

Storms have caused severe blackouts in the Australian state leading to price spikes with local 

energy firms struggling to meet demand as a result of damage to infrastructure. SolarCity is an 

energy firm Musk founded with his cousin Lyndon Rive. It recently merged with Tesla, the car 

company Musk is CEO of.  

Rive told Australian news site AFR last week that SolarCity could provide the energy storage 

required through the battery technology it produces and this would be possible within 100 days. 

Mike Cannon-Brookes, the Australian founder of Nasdaq-listed tech firm Atlassian asked Musk 

on Twitter if this was a real bet. Musk replied that it was, adding that if the company couldn't do 

it within 100 days, the contract would be free. Solar City makes solar solutions for areas which 

can store up energy during the day and feed that back into an area's grid. 

 

 

http://www.cnbc.com/2017/03/10/elon-musk-fix-south-australia-blackouts-energy-problems-for-free.html
http://www.cnbc.com/2017/03/14/elon-musk-south-australia-energy-fix-prompts-ukrainian-prime-minister-to-get-in-touch-for-talks.html
http://www.cnbc.com/2017/03/14/elon-musk-south-australia-energy-fix-prompts-ukrainian-prime-minister-to-get-in-touch-for-talks.html
http://www.cnbc.com/2016/09/28/reuters-america-statewide-blackout-in-australia-raises-questions-over-renewable-energy.html
http://data.cnbc.com/quotes/TSLA
http://data.cnbc.com/quotes/NETBA-TH
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1-Month Libor Set 0.92833 +.01611 (99.07167)     

3-Month Libor Set 1.13733 +.00611 (98.86267)    

6-Month Libor Set 1.43239 +.00028 (98.56761) 

1-Year Libor Set  1.82344 +.00222 (98.17656) 

 

Federal Reserve Target Fed Fund Rate Projections (Median) 

Year Ending   2016    2017    2018  Longer 

Rate    0.60  1.40  2.10  3.00 
 

Federal Reserve Projections 

http://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20161214.pdf 

 

Implied Probability of Fed Rate Movement (Futures) 

 

http://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20161214.pdf
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EQUITIES  

The S&P is -3 and the NASDAQ is -6. 

Particulars for companies to make money (low interest rates, positive growth 

and some wage inflation) remain in place.  I am dollar cost averaging into Large 

Cap funds.  

Currently I am 60% Equities, 25% Bonds and 15% Money Markets.  

Earnings: 

 www.moneycentral.msn.com/investor/market/earncalendar 

On Bloomberg type in ACDR <GO> 

 

UK/EUROPE 

In the UK the FTSE is +0.17%.     
In the UK, yields are higher with the yield curve steeper.  

BOE Rate +0.25%. 

Next meeting 03/16/17 

 

On the European Continent 

The CAC Index is -0.28%.  

The DAX Index is -0.07%. 
On the Continent, yields are mixed with the yield curve largely unchanged.  

ECB Main Refinancing Operations Rate +0.00% 

Deposit Facility Rate -.40% 

Next meeting 04/27/17 

 

ASIA 

Japan:  

The TOPIX closed -0.16%.  

The NIKKEI closed -0.12%. 

In Japan yields are mixed with the yield curve steeper. 

BOJ Policy Rate -0.10% 

BOJ Basic Loan rate 0.30%   

Next meeting 03/16/17 

 

China: 

The Hang Seng closed -0.01%.  

The Shanghai Composite Index closed +0.07%. 

PBOC  

Deposit Rate: 1.50% 

Lending Rate: 4.35% 

Reserve Requirement Ratio: 17.00% 

http://www.moneycentral.msn.com/investor/market/earncalendar
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THE TREND  

 

EDM7:  98-70.0 is the pivot. Below the pivot you should be short, above long.  

Support is at 98-70.0* and 98-76.5**. 

Resistance is at 98-63.5*.  
*Pivot Point is a simple 20-day moving average.  

** 2-STD Deviations from the pivot point.  

Current trend has you short from 98.75 (2/14/17) 

 
YTD -3.5 futures ticks ($25 per tick) or -$87.50 per 1 contract traded. 
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10yr/TYM7:  123-23.5 is the pivot point. Above you should be long, below short. 

Support is at 123-23.5, 122-14.0** 

Resistance is at 125-01.0** 
*Pivot Point is a simple 20-day moving average. 

** 2-STD Deviations from the pivot point 

 

Trend that had you short from 123-28.0 (2/14/17) rolled over on 2/17/17 but I 

decided to over-ride the buy signal and remain short.  

 
 

   
YTD (2017) -22.5 futures ticks ($31.25 per tick) or -$703.125 per 1 contract 

traded. 

YTD (2016) +377.5 futures ticks ($31.25 per tick) or +$11,796.88 per 1 

contract traded.  



This information is not to be construed as an offer to sell or a solicitation or an offer to buy the commodities herein named. The 

factual information of this report has been obtained from sources believed to be reliable, but is not necessarily all-inclusive and is 

not guaranteed as to the accuracy, and is not to be construed as representation by R.J O'Brien & Associates. The risk of trading 

futures and options can be substantial. Each investor must consider whether this is a suitable investment. Past performance is not 

indicative of future results. 
© Copyright 2016. The Fixed Income Group at R.J. O’Brien.  All rights reserved. 

The Option Lab 
 

Option Book 2017 YTD realized:  -$203.13 per 1 contract. 

Option Book 2016 YTD realized:  +$43.75 per 1 contract. 

 

US-SWAPS 

IRSB <GO> 
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Handy Links 
 

Association of American Railroads Rail Traffic Report. 

For the first 9 weeks of 2017, U.S. railroads reported cumulative volume of 2,303,356 carloads, 

up 5 percent from the same point last year; and 2,348,371 intermodal units, down 0.2 percent 

from last year. Total combined U.S. traffic for the first 9 weeks of 2017 was 4,651,727 carloads 

and intermodal units, an increase of 2.3 percent compared to last year. 

North American rail volume for the week ending March 4, 2017, on 13 reporting U.S., Canadian 

and Mexican railroads totaled 359,372 carloads, up 7.4 percent compared with the same week 

last year, and 330,483 intermodal units, down 1 percent compared with last year. Total combined 

weekly rail traffic in North America was 689,855 carloads and intermodal units, up 3.2 percent. 

North American rail volume for the first 9 weeks of 2017 was 6,136,705 carloads and intermodal 

units, up 3 percent compared with 2016. 

Canadian railroads reported 80,555 carloads for the week, up 12.8 percent, and 60,691 

intermodal units, up 4.6 percent compared with the same week in 2016. For the first 9 weeks of 

2017, Canadian railroads reported cumulative rail traffic volume of 1,254,709 carloads, 

containers and trailers, up 7.7 percent. 

Mexican railroads reported 16,074 carloads for the week, down 0.4 percent compared with the 

same week last year, and 10,928 intermodal units, up 0.6 percent. Cumulative volume on 

Mexican railroads for the first 9 weeks of 2017 was 230,269 carloads and intermodal containers 

and trailers, down 6.1 percent from the same point last year. 

https://www.aar.org/newsandevents/Press-Releases/Pages/2017-03-08-railtraffic.aspx  

 

Weekly Rail Traffic Report and Charts 

For this week, total U.S. weekly rail traffic was 521,607 carloads and intermodal units, up 1.8 

percent compared with the same week last year. 

Total carloads for the week ending March 4 were 262,743 carloads, up 6.3 percent compared 

with the same week in 2016, while U.S. weekly intermodal volume was 258,864 containers and 

trailers, down 2.3 percent compared to 2016. 

Five of the 10 carload commodity groups posted an increase compared with the same week in 

2016. They included coal, up 18.7 percent to 85,183 carloads; grain, up 7.5 percent to 23,991 

carloads; and miscellaneous carloads, up 7.3 percent to 10,635 carloads. Commodity groups that 

posted decreases compared with the same week in 2016 included petroleum and petroleum 

products, down 8.3 percent to 9,864 carloads; chemicals, down 2.7 percent to 32,057 carloads; 

and motor vehicles and parts, down 1.6 percent to 18,593 carloads. 

https://www.aar.org/newsandevents/Freight-Rail-Traffic/Documents/2017-03-08-

railtraffic.pdf  

 

 

 

 

 

 

 

 

 

 

https://www.aar.org/newsandevents/Press-Releases/Pages/2017-03-08-railtraffic.aspx
https://www.aar.org/newsandevents/Freight-Rail-Traffic/Documents/2017-03-08-railtraffic.pdf
https://www.aar.org/newsandevents/Freight-Rail-Traffic/Documents/2017-03-08-railtraffic.pdf
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Monthly Rail Traffic Charts 

 
https://www.aar.org/Pages/Freight-Rail-Traffic-Data.aspx  

 

Truckload Spot Rates Drive Higher After a Weak Start to 2017 03/06/17 

Truckstop.com Market Demand Index, Average Rates 

 

https://www.aar.org/Pages/Freight-Rail-Traffic-Data.aspx
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 (Bloomberg Intelligence) -- Relative North American spot-trucking demand rose 18% 

sequentially to 21.2 in the week ended March 3, as measured by Truckstop.com's Market 

Demand Index. Capacity tightened as available loads increased 13.4%, while truck availability 

fell 3.9%. Average spot pricing gained 2.4%, rising for the third straight week, as rates rose for 

all equipment types, driven by stronger specialized rates (up 3.4%) and flatbed (2.9% higher). 

Reefer rates (up 2.4%) ended a cool streak, gaining for the first time in 2017. 

Fuel surcharges inched up 0.4%. The Market Demand Index has climbed 81% from last year, 

while rates are up 7.7% and fuel surcharges 68%. USA Truck and Knight are the truckload 

carriers most exposed to the spot market. Swift, Werner, J.B. Hunt and Marten have little 

exposure. 

To contact the analyst for this research: 

Lee A Klaskow at lklaskow1@bloomberg.net 

 

Baker Hughes Summary Rig Count 3/10/2017 

Area Last Count Count 

Change 

from 

Prior 

Count 

Date of 

Prior 

Count 

Change 

from 

Last 

Year 

Date of 

Last 

Year's 

Count 

U.S. 
10 March 

2017 
768 +12 

3 March 

2017 
+288 

11 March 

2016 

Canada 
10 March 

2017 
315 -20 

3 March 

2017 
+217 

11 March 

2016 

International February 2017 941 +8 
January 

2017 
-77 

February 

2016 
 

 

http://phx.corporate-ir.net/phoenix.zhtml?c=79687&p=irol-rigcountsoverview   

 

http://phx.corporate-ir.net/phoenix.zhtml?c=79687&p=irol-rigcountsoverview
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ATLANTA FED GDPNow Latest forecast: 1.2 percent — March 8, 2017 

The GDPNow model forecast for real GDP growth (seasonally adjusted annual rate) in the first 

quarter of 2017 is 1.2 percent on March 8, down from 1.3 percent on March 7. The forecast of 

the contribution of inventory investment to first-quarter growth fell from -0.72 percentage points 

to -0.79 percentage points after this morning's wholesale trade report from the U.S. Census 

Bureau. 

 
https://www.frbatlanta.org/cqer/research/gdpnow.aspx?panel=1 

 

 

NY Fed Nowcast March 10, 2017: Highlights 
 The FRBNY Staff Nowcast stands at 3.2% for 2017:Q1 and 3.0% for 2017:Q2. 

 This week’s news nudged up the nowcast for both Q1 and Q2 by about 0.1 percentage point each. 

 The small increase was driven by inventories, international trade, and labor market data. 

https://www.newyorkfed.org/research/policy/nowcast  

 

Full report 

https://www.newyorkfed.org/medialibrary/media/research/policy/nowcast/nowcast_2017_0

310.pdf?la=en 

 

Bureau of Labor and Statistics 

http://www.bls.gov/news.release/ 

CPI, ECI, Employment, PPI, CPI, Real Earnings and US import/exports 

 

US Census Bureau (Manufacturers’ Shipments, Inventories and Orders). 

http://www.census.gov/manufacturing/m3/ 

  

Labor Department (Weekly Unemployment Claims). 

http://www.doleta.gov/ETA_News_Releases/  

 

St. Louis Fed Labor Market Conditions Index 

January 2017: 1.3 Index Points from -0.3 in December 2016. 

https://www.frbatlanta.org/cqer/research/gdpnow.aspx?panel=1
https://www.newyorkfed.org/research/policy/nowcast
http://www.bls.gov/news.release/
http://www.census.gov/manufacturing/m3/
http://www.doleta.gov/ETA_News_Releases/
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https://research.stlouisfed.org/fred2/series/FRBLMCI   

 

U.S. Energy Information Administration 

http://www.eia.gov/  

 

Institute for Supply Management 

 
THE LAST 12 MONTHS 

Month 

PMI® 
 
Month PMI® 

Feb 2017 57.7 
 
Aug 2016 49.4 

Jan 2017 56.0 
 
Jul 2016 52.3 

Dec 2016 54.5 
 
Jun 2016 52.8 

Nov 2016 53.5 
 
May 2016 51.0 

Oct 2016 52.0 
 
Apr 2016 50.7 

Sep 2016 51.7 
 
Mar 2016 51.7 

Average for 12 months – 52.8 

High – 57.7 

Low – 49.4 

https://www.instituteforsupplymanagement.org/ismreport/mfgrob.cfm 

https://research.stlouisfed.org/fred2/series/FRBLMCI
http://www.eia.gov/
https://www.instituteforsupplymanagement.org/ismreport/mfgrob.cfm
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U.S. Department of Commerce, Bureau of economic analysis  
http://www.bea.gov/newsreleases/national/gdp/gdpnewsrelease.htm  
GDP, Personal Income and Outlays, Consumer Spending, Corporate Profits and Fixed 
Assets 

CBOT Non-Commercial Net Total – Futures Only  

http://www.cmegroup.com/trading/interest-rates/cftc-tff/main.html 

 

St. Louis Fed Agriculture Finance Monitor 4th quarter 

According to the latest survey of agricultural bankers in the Eighth Federal Reserve District, 

fourth-quarter farm income declined from the previous year, continuing the downward trend 

reported in the past several surveys. Lower incomes continue to push down farmers’ household 

and capital spending. Bankers also reported that agricultural land values and cash rents moved in 

tandem with farm income in the fourth quarter, with values and rents falling from the previous 

year for quality farmland and ranch or pastureland. Regarding bank-related activities, a majority 

of bankers reported that fourth quarter demand for loans and availability of funds were up 

relative to the fourth quarter of 2015, while the average rate of loan repayment was down. Our 

three special questions focused on farmland sales. Results show most bankers believe the volume 

of farmland sales in 2017 will be unchanged from the previous year. Regarding 2016 sales, 69 

percent of bankers reported that farmers purchased more than half the farmland sold in their area. 

Responses to the question of what interest rate on fixed-rate farm real estate loans would cause 

the volume of farmland sales to decline were relatively evenly distributed among response 

options, which ranged from a “5.5 to 6 percent” bin to a “more than 7 percent” bin. 

https://research.stlouisfed.org/publications/ag-finance/2017-02-09/2016-fourth-quarter.pdf  
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