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Local Land Supply and Demand 
Explain Variations in Land Market

Land Value = localized net 
income / universal interest rate



Record federal ad hoc government payments and 
lower interest rates provided support for land values



Fig. 3: The short- and long-term impacts of 
recent Federal Reserve interest rate moves 
on Great Plains states’ farmland values
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The short- and long-term impacts of recent 
Government payments on Dakota states’ 
farmland values
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Iowa Farmland Purchases 
by Buyer Types 1989-2020
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Major Negative Factors Affecting 
Iowa Farmland Market, 2020
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the American Families Plan proposes taxing 
previously unrealized capital gain upon the 
transfer of appreciated property at death or by 
gift. This new tax—never before implemented 
in the United States—would generally apply to 
gain exceeding $1 million per person. It the 
AFP proposes increasing the top marginal tax 
rate for ordinary income, taxing some capital 
gain at ordinary income tax rates, subjecting 
more income to the 3.8% Medicare tax, and 
taxing unrealized capital gain at death or upon 
gift. As proposed, the AFP would generally 
eliminate the tax-free step up in basis for 
capital gain exceeding $1 million - So the first 
$1 million would still receive a tax-free step 
up in basis, but the rest would receive the 
step up only after paying the tax
Married couple owning 722 acres jointly, 
$519,561 new tax liability per spouse 
(bought land in 2005 at $3k/acre)
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$1000 to invest
Bought in 2000
Sold in 2021

$1000 to invest
Bought in 2010
Sold in 2021



https://www2.econ.iastate.edu/
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94th Annual Soil Management and Land Valuation 
Conference; Next Year: Wed May 18, 2022 in Ames

2021
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SMLV May 2021 
forecast of land 
values in Iowa
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Thank You!

This institution is an equal opportunity provider. For the full 
non-discrimination statement or accommodation inquiries, go to 
www.extension.iastate.edu/diversity/ext.   
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Why We Care About Farmland?

USDA, Economic Research Service
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