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Feeder Cattle Interest Rates and Grazing Land Values Pose Significant Competing Short- 
and Long-term Hurdles for Cattle Producers 
 
This past week the U.S. Federal Reserve voted to raise a key interest rate by a half point. This 
has received a noticeable amount of attention because it is already the second rate hike this year 
and the largest one-time increase since 2000. Similarly, meeting notes suggested that additional 
rate hikes will be discussed at future meetings this year. The vote was unanimous. The growing 
sentiment seems to be that the current rates of inflation need to be more controlled, and that 
action is to occur primarily in the form of interest rate hikes and to a lesser extent buying back 
treasury notes.  
 
When the U.S. Federal Reserve raises interest rates, the effects eventually trickle down to 
agriculture banks or lending, and the cattle market, through interest rates on operating loans and 
feeder livestock interest rates. The feeder livestock category is not specifically cattle, but it is the 
closest rate reported that includes loans used primarily to purchase feeder cattle, feeder pigs, or 
feeder lambs to be fattened for slaughter. Ultimately, the result of higher feeder cattle interest 
rates is that it makes it more expensive to raise cattle. Feeder livestock interest rates are primarily 
tracked by the Dallas and Kansas City Federal Reserve Districts. Interest rates in these two 
primary cattle feeding areas are different from each other and reflect different supply and 
demand of money and relative production risks in these two areas. In 2022:Q1, the Dallas 
Federal Reserve feeder cattle interest rates were 5.42%. This rate has been relatively unchanged 
since 2020:Q2 fluctuating between 5.23-5.42%. In 2022:Q1, the Kansas City Federal Reserve 
feeder cattle interest rates were 3.92%. This rate has been much more variable oscillating 
between 2.90-5.03% since 2020:Q2. Thus, while the interest rate is lower in the Kansas City 
Federal Reserve region interest rates are more stable in the Dallas Federal Reserve Region. 
Figure 1 shows how the quarterly feeder cattle interest rates have changed between 1990-2021.  
 
Similarly, the average number of months before maturity on feeder cattle loans has been 
increasing. Between 2000-2009, the average number of months before maturity on feeder cattle 
loans was 8.82 months. Between 2010-2019, that increased to 10.74 months. Now, between 
2020-present it has increased slightly to 10.92 months. At the same time, the average loan size 
and total feeder cattle loan volume have increased. The average loan size over the last 10 years 
has been about $80,000. This is all as we would expect – as the cost of money decreases the 
quantity demanded of money should increase (Kauffman and Kreitman, 2021). Moving forward, 
higher interest rates for feeder cattle are likely to be expected. This could be particularly 
problematic in market conditions if cattle prices remain low relative to input and output cattle 



prices. From the lending side, this higher demand for loans is not necessarily problematic. 
Agricultural banks have been reporting a higher amount of available funds for loans than in 
previous years. The burden more lies with cattle producers to use good judgment about the 
assumptions required to pay back loans. 
 
Lower interest rates cheapen the cost to raise feeder cattle. These lower costs create more 
economic incentives for (a) new producers to enter the market, (b) existing producers to increase 
the intensity of their operations, or (c) some combination of (a) and (b). Ultimately, this means 
that the demand for feeder cattle is passed down from feedlots to cow-calf/stocker producers who 
then expand by competing for a limited land base raising land prices. Over the last 40 years, the 
University of Nebraska Lincoln Department of Agricultural Economics has conducted an annual 
real estate report which summarizes reported land sales by type of land (see 
https://cap.unl.edu/realestate for more information). Tillable Grazing Land and Non-tillable 
Grazing Land are two reported land bases that are relevant to livestock production. The data is 
reported by Agricultural Statistics District, but for simplicity, the data reported here are the 
Nebraska state averages. Figure 2 shows the inverse relationship between the Kansas City 
Federal Reserve feeder cattle interest rates and the average pastureland value in Nebraska. As the 
cost to raise feeder cattle has decreased, the cost to own pastureland has increased. The relative 
rise in tillable grazing land has risen faster than non-tillable grazing land. This reflects the 
marginal productivity of the land which is driven primarily by corn and soybean prices. These 
prices significantly increased after the expansion of the ethanol industry between 2006-2009 
creating a greater demand for corn. In the regional data, the rise in pastureland values is not as 
large in the western part of Nebraska relative in the eastern part of Nebraska. There are of course 
other factors that influence the exchange of land between two individuals. But prevailing long or 
short-term interest rates (feeder cattle interest rates) and the lands’ alternative uses are significant 
contributors to these decisions. The potential for higher interest rates this year could raises the 
cost of production in the short term for cattle producers by making debt more expensive. 
However, it does ease some of the longer-term pressure of rising land values which landowners 
capitalize into pasture rental rates. 
 
Renting pasture is also a viable option for cattle producers who are unable or unwilling to 
purchase grazing land at the current market value but still want to expand production. There are 
many considerations when setting up these leasing arrangements of which price is one of them. 
One should always get a lease in writing and consult a lawyer before signing any agreement to 
ensure understanding for both parties. The Nebraska Real Estate Report also reports historical 
cash rental rates for different types of land by Agricultural Statistics District in Nebraska by 
cow-calf pair per month. A cow-calf pair is typically considered to be 1.25 to 1.30 animal units 
(animal unit being 1,000 lb. animal). However, this can vary depending on weight of cow and 
age of calf. On average across all Agricultural Statistics District, the average rental rate for one 
month of summer grazing is expected to be $57.64 per cow-calf pair. These rates have also 
significantly increased since 2007-08 at $25.70 per cow-calf pair. Using an average beef cow 
herd of 300 cow-calf pairs and a 5-month grazing season, total pasture costs would 
conservatively be $86,460 not including additional mineral supplements or additional feed.  
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The Markets 
Comments on weekly cattle markets and related markets. 

  Week of Week of Week of 
Data Source: USDA-AMS Market News  5/6/22 4/29/22 5/7/21 
5-Area Fed 
Steer 

all grades, live weight, $/cwt $143.42  $143.34  $118.36  
all grades, dressed weight, $/cwt $230.69  $232.31  $188.53  

Boxed Beef 
Choice Price, 600-900 lb., $/cwt $258.29  $263.21  $303.51  
Choice-Select Spread, $/cwt $11.47  $10.39  $16.81  

700-800 lb. 
Feeder Steer  

Montana 3-market, $/cwt $162.96  $157.00  $135.00  
Nebraska 7-market, $/cwt $169.71  $166.82  $139.74  
Oklahoma 8-market, $/cwt $159.58  $157.58  $135.25  

500-600 lb. 
Feeder Steer  

Montana 3-market, $/cwt $204.98  $196.57  $162.64  
Nebraska 7-market, $/cwt $205.30  $199.06  $173.36  
Oklahoma 8-market, $/cwt $188.06  $193.30  $162.50  

Feed Grains 
Corn, Omaha, NE, $/bu (Thursday) $8.16  $8.32  $7.45  
DDGS, Nebraska, $/ton $317.50  $325.00  $250.00  
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Figure 1. Quarterly Feeder Cattle Variable Interest Rates by Region 
Source: Kansas City Federal Reserve and Dallas Federal Reserve, 1990-2021. 
 
 

 
Figure 2. Yearly Feeder Cattle Variable Interest Rates and Value of Grazing Land in 
Nebraska, 1978-2021. 
Source: Kansas City Federal Reserve and Nebraska Farm Real Estate Report, 1978-2021. 
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Figure 3. Geographic Boundaries of the Federal Reserve Districts 
 


