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EXECUTIVE SUMMARY:
This paper examines how Canadian farmland returns were impacted by 
the long-term real interest rate over 1970 to 2025 and places the Veripath 
strategy’s track record (Q2 2008 to Q2 2026) inside that framework. The 
time series is grouped into three real rate regimes: negative, 0% to 4%, 
and at or above 4%. For 2008 to 2025 both series are total returns - land 
appreciation plus rent. Average appreciation steps down monotonically 
across the regimes: 15.2% per annum with no down years at negative 
real rates, 9.7% between 0% and 4%, and 1.2% at 4% or above.

INTRODUCTION:
Farmland is generally assumed to be an asset whose value keeps pace 
with the general price level, but more important, in our view, is its linkage 
to long-term real interest rates. The real rate is the yield on long-term 
government bonds less inflation: it is the return an investor can earn 
without taking on risk, after the erosion of purchasing power. When it 
is low or negative, the opportunity cost of holding land is low; when it 
is high, farmland competes for capital against a meaningful risk-free 
real return.

This paper asks two questions. 

	� The first is how Canadian farmland has be-
haved across real rate environments over 
the 56 years from 1970 to 2025.  We grouped 
those years into three regimes, negative real 
rates, 0% to 4% and 4% or above, and com-
pared average appreciation, the frequency 
and size of up years and the incidence of 
drawdowns in each. 

	� The second is where the Veripath strategy’s 
track record, Q2 2008 to Q2 2026, sits within 
that framework and how it has compared with 
the national market on a total-return basis. 
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RESULTS: 
Farmland and real rate regimes, 1970 to 2025: The negative real rate regime is the strongest environment for farmland 
returns in the sample and contains no down years; its observations cluster in three episodes, the 1970s stagflation (1973 
to 1975), the post-2010 financial repression years, and the 2021 to 2023 inflation shock, in which real rates reached  
negative 4.0% in 2022, the deepest reading in the 56-year series. The higher-rate regime, concentrated in 1983 to 1995, 
contains all six material drawdowns in the series (1983 to 1987 and 1992, ranging from negative 2.3% to negative 7.5%).   
Over the full sample the correlation between annual farmland price changes and the real rate is approximately -0.58; the 
regime framing describes the data more informatively than the single statistic because it highlights drawdown behavior 
more clearly: every negative farmland year in the sample occurred at positive real rates, with all but one in the 4%+ 
regime.  

 

 

Table 1: Farmland price changes by real rate regime, 1970 to 2025 

 Real rates < 0% Real rates 0% to 4% Real rates ≥ 4% 

Number of years 10 31 15 

Average annual appreciation 15.2% 9.7% 1.2% 

Up years as percent of regime years 100.0% 96.8% 60.0% 

Average size of up year 15.2% 10.1% 5.4% 

Worst year 5.2% −0.2% −7.5% 
 

Table 2: Correlations of farmland price changes by real rate regime, 1970 to 2025 

 Real rates < 0% Real rates 0% to 
4% Real rates ≥ 4% Full sample 

Number of years 10 31 15 56 

Farmland vs CPI 0.90 0.37 −0.31 0.43 

Farmland vs real rate −0.16 −0.21 −0.16 −0.58 

Sources: Statistics Canada; FCC; Bank of Canada; Macrotrends; Omnigence analytics. Real rate = 10-yr GoC yield less annual average CPI 
inflation.  Correlations are Pearson correlations of annual farmland price changes with CPI inflation and with the real rate, computed over the 
years in each regime. Within-regime correlations are attenuated by the narrower range of real rates inside each regime; the full-sample 
figures are over all 56 years. 
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The regime environment of the Veripath track record: Chart 2 places the market and the strategy side by side, year 
by year, both on a total-return basis. The real rate ranged between negative 4.0% (2022) and positive 3.1% (2009) over 
the period. 

Table 3 groups the same annual returns by real rate regime and compares their level, range and variability for the market 
and the strategy.
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Table 3: Market and Veripath gross unlevered total returns by real rate regime, 2008 to 2025 
■ Market (Canadian farmland)     ■ Veripath strategy, gross unlevered 

 Real rates < 0% Real rates 0% to 
4% 

Real rates ≥ 4% All years 

 Market Veripath Market Veripath Market Veripath Market Veripath 

Number of years 7 7 11 11 0 0 18 18 

Average annual total 
return 13.4% 14.2% 13.8% 16.6% n/a n/a 13.6% 15.7% 

Up years as percent of 
regime years 100% 100% 100% 100% n/a n/a 100% 100% 

Minimum annual total 
return 8.0% 11.1% 8.1% 11.7% n/a n/a 8.0% 11.1% 

Maximum annual total 
return 18.5% 23.1% 25.4% 24.4% n/a n/a 25.4% 24.4% 

Standard deviation 4.0% 4.8% 5.6% 5.0% n/a n/a 4.9% 5.0% 

Average real total return 
(less CPI) 10.0% 10.9% 12.3% 15.1% n/a n/a 11.4% 13.5% 

VP less market, average  +0.9 pp  +2.8 pp  n/a  +2.1 pp 

Years VP ahead of market  5 of 7  10 of 11  n/a  15 of 18 

Sources as for Chart 2. Standard deviation and minimum are for the annual total-return series within each regime. Real total return is annual 
total return less annual average CPI.  Returns are arithmetic averages, compound returns in paper are for the 2009-2025 period.  
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We believe the strategy’s wider margin over the market in the 0% to 4% regime (+2.8 pp, against +0.9 pp at negative real 
rates) reflects asset selection and a disciplined focus on acquiring land at discounts to average productivity-adjusted 
prices. When real rates are moderate, farmland values are set largely by fundamentals and an asset selection edge shows 
through; when real rates are deeply negative or deeply positive, broad rate-driven repricing of the asset class tends to 
overwhelm a manager’s asset selection alpha. 

On a total-return basis the strategy trailed the market in only three years (2013, 2022 and 2023), and over 2009 to 2025 
compounded at 15.3% per annum against the market’s 13.4%, with a worst year of 11.1% (2022) against the market’s 
8.0% (2019). 

WHAT THIS MEANS FOR ALLOCATORS:
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WHAT THIS MEANS FOR ALLOCATORS: 

 

 

▪ Real rate regimes are a material contributor to farmland market returns: appreciation averaged 15.2% a year at 
negative real rates and 9.7% between 0% and 4%, against 1.2% at 4% or above, where every material drawdown 
occurred. 

▪ Current real rates of approximately 1% sit in the middle (0% to 4%) range. The 4%-plus regime has not been 
observed since 1999, and we believe elevated developed-market sovereign debt loads reduce the likelihood of a 
sustained return to it. 

▪ In the 0% to 4% real rate range, the strategy’s gross unlevered total return has averaged 2.8 percentage points a 
year above the national market, which we attribute to asset selection and acquiring land at discounts to average 
productivity-adjusted prices. 

▪ Over 2009 to 2025 the strategy compounded at 15.3% a year against 13.4% for the market and was positive in 
every year. 
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