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Corporate Update
Second Quarter

FARMER MAC

Farmer Mac Outstanding Business Volume
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Loan Seller Geography (last 24 months)

FARMER MAC
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Becoming a Farmer Mac Seller

Farmer Mac Seller requirements
• Seller application
• Seller/Servicer agreement 
• Officers’ Certificate
• Stock ownership

Consolidated Assets Stock Ownership Requirements

• Up to $50 Million 100 shares of Class A or Class C

• $50- $100 Million 200 shares of Class A or Class C

• $100- $500 Million 500 shares of Class A or Class C

• Over $500 Million 1000 shares of Class A or Class C

Application and stock purchase not required for Farmer Mac 2

FARMER MAC

The Feed: Farmer Mac’s quarterly perspective on agriculture



Farmer Mac 2: USDA 
Guaranteed Loan Program

FARMER MAC

Eligible USDA Programs

Farm Service 
Agency

Farm Ownership 
Loans

Operating Term 
Loans Conservation Loans

Rural Development

Business and 
Industry Loans

Community Facility 
Loans

Water and 
Environmental Loans
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Other Opportunities with FSA Guaranteed Loans

Direct Farm Ownership Down Payment Loan
• “5-45-50 Program” for underserved & beginning farmers
• 5% borrower down payment 
• 45% FSA direct loan with $300,000 maximum
• 50% bank loan that is eligible for a 95% guarantee, no fee, and is required to have a minimum 30-year amortization  

Direct Farm Ownership Joint Financing Loan
• “50-50 Program” combining a FSA direct loan with a traditional bank loan (can be guaranteed)  

FSA Direct Loan Graduations 
• Refinance a FSA direct loan and the commercial lenders receives higher guarantee percentage and lower fee

Farmer Mac AgAssist
• Piggyback loan with bank originated 1st mortgage and a bank originated FSA guaranteed 2nd mortgage 

• Both loans salable to Farmer Mac 
• Extend guaranteed loan amount maximums (currently $1,429,000)

FARMER MAC

How Farmer Mac 2 Works

Lender retains 
10% of rate risk

Lender retains 10% of 
credit risk

$1,000,000 Farm Loan with a 90% 
FSA Guarantee

Lender retains 10% of 
the balance: $100,000

Lender retains 
10% of the rate 

risk

Lender retains 
10% of the 
credit risk

FM2 purchases 90% of 
the balance: $900,000

FM2 retains 
90% of the rate 

risk

FSA retains 
90% of the 
credit risk

Lender retains 100% of the Loan Servicing 
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Advantages of Utilizing Farmer Mac 2

No Farmer Mac underwriting

Lender services 100% of the loan

Centralized FM2 Program Administrator

Lender receives fee income over life of the loan

Average servicing fee is over 1.25%

Competitive rate sheet, including long-term 
fixed rates

Customizable terms 

No prepayment penalties

Flexible servicing action options

FARMER MAC

Steps to Success

Start a new file in the 
Online Loan App

(OLA)

Lock in

your rate

Obtain Guarantee and  
Assignment from FSA

Loan Review & 
Settlement

Identify borrower    
eligible for an FSA 

Guarantee

Work with the FSA to Work with the FSA to 
get a Conditional 

Commitment

Report payments to Report payments to 
Conterra

Maintain direct 
relationship with 

borrower

The FM2 Settlement Process

Settle with 

Farmer Mac 2



FARMER MAC

Documents for Review 

Loan Guarantee Assignment of 
Guarantee

Promissory note

FARMER MAC

2017 USDA Purchase Summary

Products Loans
Servicing 

Fees
Wgt Avg

Servicing 
Fees

Median

Net Yield
Wgt Avg

Volume
Volume as % 

of Total
Average 

Loan Size

Prime 5 2.26% 0.95% 2.53% $16,817,392 3% $3,363,478 

3-Month COFI 73 4.07% 4.50% 2.49% $15,621,615 3% $213,995 

5-Year COFI 30 2.00% 1.50% 3.10% $18,855,208 4% $628,507 

10-Year COFI 76 1.35% 1.07% 3.67% $45,111,679 8% $593,575 

15-Year COFI 158 1.06% 1.00% 3.96% $69,866,956 13% $442,196 

7-Year Fixed, Full Am 89 1.66% 1.37% 3.13% $14,080,150 3% $158,204 

7-Year Fixed, 15-Yr Am 38 1.26% 1.05% 3.24% $15,916,559 3% $418,857 

10-Year Fixed, Full Am 21 1.07% 1.06% 3.31% $6,968,212 1% $331,820 

15-Year Fixed, Full Am 104 1.09% 1.01% 3.61% $51,095,462 10% $491,303 

15-Year Fixed, 25-Yr Am 24 0.95% 0.93% 3.89% $17,219,218 3% $717,467 

20-Year Fixed 223 1.13% 1.08% 3.82% $104,361,396 20% $467,988 

25-Year Fixed 77 1.15% 1.06% 4.17% $39,622,064 7% $514,572 

30-Year Fixed 286 0.97% 1.00% 4.28% $116,122,861 22% $406,024 

1204 1.27% 1.04% 3.79% $531,658,773 100% $441,577 



FARMER MAC

Farmer Mac 2 Rates – 10.26.2018

FARMER MAC

Interest Rate Forecasts
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Interest Rate Forecast

Economists expect interest rates to gradually rise over the next year
• Most economists expect rates to rise between 0.50% and 0.80% 
• Short-term interest rates are expected to increase more rapidly than longer-term interest rates as inflation, growth and 

wage gains pick up pace
• Strong second quarter GDP at over 4% and increasing inflation pressures gives the Federal reserve confidence to 

continue the rate hike cycle

*Note: Estimates pulled via Bloomberg consensus forecasts of Economists polled. Surveys include greater than 20 economists estimates however do not include the view of Farmer Mac’s research department

Interest Rate Forecasts Current 12/31/2018 6/30/2019 9/30/2019

Overnight Fed Rate 2.25% 2.50% 2.90% 3.05%

3-month LIBOR 2.39% 2.64% 2.98% 3.14%

2-year US Treasury 2.81% 2.85% 3.08% 3.18%

10-year US Treasury 3.04% 3.06% 3.23% 3.32%

Underwriting



FARMER MAC

Farm and Ranch Loan Purchase Trends – Last 2 Years

Total amount of loan purchase volume
processed by our credit staff

$3.1 Billion

Overall application approval rate
85%

Overall approval-loan close rate

83%

Percentage of loans receiving Choice pricing

33%
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FARMER MAC

Farm and Ranch Loan Purchase Trends – Last 2 Years

Other

Part-Time Farm

Timber

Food Grains

Sugarbeets, 
Cane and Other 

Crops

Cotton/Tobacco
Dairy

Cattle and 
Calves

Sheep, Lambs 
and Other 
Livestock

Oilseeds

Potatoes, 
Tomatoes, and 

Other 
Vegetables

Feed Grains

Permanent 
Plantings

What? Where?



FARMER MAC

Process Overview

FARMER MAC

Property & Borrower Eligibility

Eligible Farm & Ranch Loans
• Farm or ranch real estate secured by a first mortgage
• Properties
– Parcels of land capable of producing ag commodities or products
– May be improved by buildings, fixtures, and equipment permanently attached
– No minimum or maximum acreage requirement

• Less than 5 acres must produce $5,000 or more in annual ag income
• Borrowers
– U.S. citizens, nationals or aliens lawfully admitted for permanent U.S. residence
– Corporations or partnerships where members, stockholders or partners holding a majority interest in the entity are 

U.S. citizens (or nationals) or aliens lawfully admitted for permanent U.S. residence. Co-borrowers or a personal 
guarantee is expected

– Trusts are eligible for Farmer Mac financing if there is a personal guarantee



FARMER MAC

Application Checklist
Prepare and/or collect borrower information

• Note: a Narrative Template is available in the Resource Library

FARMER MAC

Underwriting Matrix Snapshot

Most popular programs include:



FARMER MAC

Process Overview

FARMER MAC

More Awesome Underwriting Stuff!!



FARMER MAC

Underwriting Shop – What’s New?

UCC searches required (within 90 days of loan submission) on all applicants for loan submissions 
with total exposure of $750,000 or greater

• Review the UCC search prior to loan submission
• Reconcile the UCC search with the balance sheet
• Ensure any and all UCC(s) are accounted for
• Write on the UCC search, this will help speed up the Underwriting process

No longer have the ability to term out a portion of the AgEquity

Updated Commodity Pricing Guidelines

FARMER MAC

Updated Commodity Pricing Guidelines 

See the Resource Library page on efarmermac.com for more State specific information.



FARMER MAC

AWESOME – Changes in Underwriting!

Revised cash-out guidelines for Full Underwrite loan requests
• Refinance Non-Real Estate Debt – Proceeds used to pay off existing business debts such as operating loans, 

equipment loans, etc. (provided debt is for business/farming purposes) are no longer considered cash-out
• Cash-out is now considered refinance of any non-business debt including credit card debt, cash directly to the 

borrower, purchase of non business assets and closing costs
• Loans where 10% or more of the proceeds are requested for cash-out purposes are limited to a max. LTV of 60% and 

max. amort. of 15 years
• No changes to Fast Track loans

FARMER MAC

AWESOME – Changes in Underwriting Continued..

For applications with no individual applicants/guarantors, a D&B PAYDEX score of 70 is required

Removed the 60% LTV limitation for loans greater than $5 million

Scorecard – Stay for the “Bonus Section” to find out more

Coming this year Maximum Loan to Value for all Midwest States is increasing to 70%
• It is noted for loans with a LTV > 60% and ≤ 70%, TDC must be ≥ 1.50x with no exceptions to pro forma debt to asset 

ratio and pro forma current ratio standards.



FARMER MAC

Appraisal and Title Work Tips

1. Use a PAL appraiser when possible

2. Review the Appraisal Report Content Requirements - Form 1027A

3. Use the Farmer Mac Engagement Letter – Form 1023A

4. The intended users of the appraisal must include, “Farmer Mac and its agents or assigns”

5. Include the Farmer Mac required Assumptions & Limiting Conditions – Form 1037

6. Ensure the legal description in the title policy and appraisal match

7. Include and ensure the Environmental Disclosure is signed – Form 1010A

8. Complete and include a flood search if buildings exist

9. Check out the Collateral Valuation forms and PAL appraisers in the Resource Library at 

Efarmermac.com

Rate & Product Review



FARMER MAC

Farm & Ranch Rates – 10.26.2018

FARMER MAC

Product Guide
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Important Footnotes

• Rates are indicative
• Rate lock hours: 9:00 am to 2:00 pm 

central time
• 800-452-2617

• Semi-annual payment rates are 
posted

• Add 15 bps for annual pay
• Subtract 5 bps for monthly pay

• Choice quality reset margins are 
posted

• For loans $5 million or greater, higher 
rates may apply for:

• 20 year fixed
• 25 year fixed
• 30 year fixed

• 4-week rate locks posted.  Other 
options available upon request

• Mandatory Delivery

• Rates are indicative
• Rate lock hours: 9:00 am to 2:00 pm 

central time
• 800-452-2617

• Semi-annual payment rates are 
posted

• Add 15 bps for annual pay
• Subtract 5 bps for monthly pay

• Choice quality reset margins are 
posted

• For loans $5 million or greater, higher 
rates may apply for:

• 20 year fixed
• 25 year fixed
• 30 year fixed

• 4-week rate locks posted.  Other 
options available upon request

• Mandatory Delivery

FARMER MAC

Pricing a Loan

Start by checking the Farmer Mac Net Yield on
the rate sheet

Does the loan request qualify for Standard or
Choice Pricing?

Is your institution an ABA or ICBA member?

What is the re-payment frequency?

Monthly, Semi-Annual or Annual

4 Week Rate Lock?

10 – 150 bps for most products



FARMER MAC

Recent Transaction 

Servicing Fee Stream of Income

Payment Balance Servicing 
Fee

Cumulative 
Servicing 
Income

1 $4,300,416 .50 $11,000

15 $2,609,052 .50 $135,750

30 $0 .50 $190,978

The loan was used for purchase of 
land for a hay business. 

Other Loan Information 

• Kearny County
• LTV:  60%
• Loan Amount:  $4,400,000
• Note Rate:  5.08%
• Product:  15 year fixed/15 year AM

• Semi Annual payment
• Full Underwrite

• Alfalfa

Credit Protection Tools



FARMER MAC

Purchase Commitment Program

Product description
• Lender holds loan(s) in portfolio with the option to sell after 90 days of delinquency
• Loans are risk weighted at 20% of capital requirements
• Lender pays Farmer Mac a commitment fee of 50 basis points per annum, paid monthly (higher fee may apply to 

highly improved ground)   

Lender benefits
• Transfer credit risk
• Increase liquidity and lending capacity
• Accommodate larger loans
• Balance sheet growth

Consult with your regulator on asset treatment

FARMER MAC

Purchase Commitment – What happens at default?

Lenders may request Farmer Mac to purchase loans from the pool that are at least 90 days in 
monetary default

A defaulted loan will be purchased at par 

The servicing of the loan will be reviewed by Farmer Mac at the time of the purchase request

The ‘Master Central Servicing Agreement’ previously executed by the lender becomes active

The lender is compensated 30bps per annum during the workout or liquidation phase of the 
purchased defaulted loan(s) as the acting Servicer for Farmer Mac

The lender must repurchase any loans that have ‘cured’ and brought current to their original terms    



FARMER MAC

Recent Transaction 

Purchase Commitment Loan

Loan 
Amount

Commodity Purchase 
Commitment

Fee 

Credit 
Risk to 
Lender

$700,000 Ranch 
Cattle

50bps
(Per Annum)

0%

Lender Comment:

“The Purchase Commitment allowed us to 
retain this asset on our balance sheet. In 
addition, this particular borrower needed a 
longer amortization than we would normally 
provide in order to make the cash flows work. 
Having Farmer Mac behind the loan gave us 
a solid comfort level to structure this 
transaction properly.”    

Lender Profile 

• Community Bank
• NE State Chartered
• Assets: $39M
• Established Purchase Commitment 

pool with the ability to add loan-by-loan 
volume

How are you Marketing?
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How Can I Compete In this Market?

Fast Track or Full Underwrite Choice Approval

ABA or ICBA discounted pricing

Blended rate

More sensitive to rate or origination fees

AgEquity LOC

Scorecard – AgXpress

Relationship – customer service, ease of doing business, reliable 

FARMER MAC

Marketing - Farmer Mac & Your Bank

How do you market?
• Phone calls
• Face to face
• Direct sales calls
• Word of mouth
• Social media – less print and more digital
• Print ads of ag. Department and Farmer Mac Ads 
• Postcards 
• Radio commercials – during harvest
• Producer meetings
• Harvest Pack – jumped in the combine with goodies and promo materials
• Farmer Mac or ag department ads on bank’s digital board
• Advertisement at sale barn



FARMER MAC

Lender Advertising Examples

FARMER MAC

Lender Advertising Examples 



FARMER MAC

Farmer Mac Brochure 

AgXpress
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AgXpress Unveiled

A new program offered under the Farm & Ranch Solution

Designed to 
simplify the 
application 
process and 
deliver a 
faster credit 
decision

Bypass the 
majority of 
traditional 
loan 
onboarding  
requirements

Substantially 
reduce the 
amount of 
time needed 
to submit a 
loan

FARMER MAC

Here’s What Fits

Max loan size: $750,000 per applicant (within a 12-month period)
• After 12 months of seasoning with no delinquencies, additional loans considered
• Max aggregate AgXpress exposure of $1.5 million

Max LTV: 55% of bare land value

Min credit score (all applicants): 720

No restrictions on commodities

No restrictions on use of funds

No restrictions on products (Fixed, VRM, ARM)

Monthly or semi-annual payment frequencies

Applicants/borrowers must include all title holders



FARMER MAC

Doesn’t Make the Cut

Revolving lines of credit (AgEquity)

Facilities

Trusts (without an eligible co-borrower and a personal guarantee)

Choice pricing

Annual payment frequency

Cross-collateralized loans

FARMER MAC

Getting Started – Step One
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Step One Continued - AgPower

• Log in at efarmermac.com

• Click on “AgPower” “New Application”

• A new checkbox appears

• Check “Scorecard/AgXpress Loan”

• Complete only the Application and Borrower Info tabs

FARMER MAC

Submit – Step Two



FARMER MAC

Farmer Mac to Review – Step Three

FARMER MAC

Continue as Normal – Step Four

Tip! Refer to the Guides within 
the Training Kit for additional 
instructions…
• Appraisal Guide
• Title Guide
• Rate Lock Guide
• Closing Guide
• Field Servicer Guide 



FARMER MAC

Let’s Talk About Timing

Testing now through December

Expected release in January 2019

• External communication

• Webinar training

Supporting resources

• AgXpress Application Package

• Posted in Resource Library

• Instructional Page

• Eligibility Parameters & Submission Checklist

• Application

FARMER MAC

Questions?
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Thank you!


