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Institutional investment in farmland has grown significantly 
over the past few decades, with the value of assets contributing 
to the National Council of Real Estate Investment Fiduciaries 
(NCREIF) Farmland Index skyrocketing from $191 million in 
1991 to $10.5 billion in 2019.1 Institutional investors are 
attracted to the consistent cash yields (also referred to as cash 
returns) of farmland assets ï especially with fixed-income cash 
yields trending downward over an extended period. 
 
Table 1 provides a historical comparison of income returns for 
farmland, timberland and commercial real estate (CRE), and 
itôs clear that over the past 25 years, farmland has generated 
consistent and competitive income returns, either matching or 
exceeding the rolling average annual income returns of CRE 
and timberland over different periods.  

In the case of real assets such as farmland, timberland and 
CRE, income returns do not directly translate into cash 
available for distribution to investors. Unlike financial market 
assets such as stocks and bonds, real assets require ongoing 
capital expenditures to maintain and improve properties. As a 
result, only after adjusting income returns for capital 

expenditures could one arrive at the cash yields available for 
distribution to investors in farmland, timberland and CRE. 
Chart 1 illustrates how farmland cash yields have compared 
with 10-year Treasury Bonds and CRE over the past two 
decades. Farmland returned a 5.7% annual cash yield from 
1995 to 2019, compared favorably to bonds and CRE, which 
averaged 4.1% and 4.7% in cash returns, and timberland, which 
generated a 3.3% annual cash yield over the same period. Cash 
yields from farmland investments (as tracked by NCREIF) have 
consistently outperformed timberland, reflecting that sectorôs 
greater reliance on returns from capital appreciation.  

Cash yields for farmland investments can differ noticeably 
depending on crop type, location and management strategy. 
Chart 2 shows historical cash yields generated from two 

Taking Stock of Farmland Cash Yields: a Comparative Analysis  

Institutional investors seek to diversify their multi-asset portfolios by acquiring real assets such as farmland, timberland and 
commercial real estate. Farmlandôs strong cash yield is a significant benefit that could provide stability in todayôs environment of 
market volatility. Historical comparative analysis shows that farmland has delivered stable cash yields. While cash yields can vary 
depending on crop type and geographic location, utilizing a strategic mix of options ï crops, management strategies, investment 
regions, farmland assets can help institutional investors realize multiple levels of competitive cash yields.  

Farmland Generates Competitive Income 
Returns  
Table 1: Rolling average annual income returns as of Q2 2019  

Source: NCREIF as of July 25, 2019 
Note: Annual income returns are calculated for trailing four�æquarter periods ending in Q2 of every year.  

Farmland Cash Yield Compares Favorably with 
Other Real Assets and Bonds   
Chart 1. Annual cash yields as of Q2 2019   

Source: NCREIF, FRED St. Louis Federal Reserve as of July 25, 2019 
Note: Annual cash yields are calculated for trailing four�æquarter periods ending in Q2 of every year.   

1NCREIF, July 25, 2019 ,  https://www.ncreif.org/news/farm-2q2019/  

  Farmland Timberland 
Commercial 
Real Estate 

1-Year 4.5% 3.0% 4.5% 

5-Year 5.4% 2.8% 4.8% 

10-Year 6.4% 2.7% 5.4% 

25-Year 6.8% 3.9% 6.8% 


