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ABSTRACT:
Farmland has a historically low correlation to tradi-
tional financial asset returns and a positive historical 
correlation with inflation making this asset class a 
useful diversification tool and an inflation/stagflation 
hedge worth considering. These farmland investment 
characteristics can been seen in a comparison of the 
performance of farmland against stock market returns 
in the stagflationary period of the 1970s and also in 
recent market conditions (2019-2022) which may 
represent the early stages of a prolonged inflationary/
stagflationary period resulting from expansionary fis-
cal and monetary policy combined with global supply 
disruptions. 

FARMLAND VS S&P 500: HAS FARMLAND DEMONSTRATED ITS 
VALUE AS A PORTFOLIO DIVERSIFIER IN THE CURRENT RISING 
RATE/INFLATIONARY CONDITIONS?
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THE CASE FOR FARMLAND AS AN INFLATION HEDGE:
Farmland has a materially positive correlation with 
inflation and as such has been considered an infla-
tion/stagflation hedge. Think of farmland as inflation 
insurance for your investment portfolio, like fire insur-
ance for your home. In fact, Veripath Partners view it 
as better insurance than gold because farmland pro-
duces positive cash flow while protecting against the 
deleterious effects of inflation. With regard to inflation, 
consider that the U.S. is the world’s largest debtor and 
its government and central bankers have a structural 
incentive to create inflation, whether through delib-
erate conduct or the unintended consequence of 
well-meaning policy. This is, of course, also true of 
Canada and every other nation-state, but careful at-
tention must be paid to the US dollar as it is the world’s 
reserve currency.

The graph below compares the performance of farm-
land against the S&P 500, bonds and traditional real 
estate portfolios in the inflationary/stagflationary 
decade of the 1970s, which was caused by US expan-
sionary fiscal and monetary policy combined with the 
OPEC oil price shock. The data shows the materially 
positive correlation of farmland price increases with 
inflation.

Farmland outperformed CPI, S&P, CRE and Bonds during 
1970s stagflation

Sources: Canadian farmland data-FCC, CPI Statistics Canada, SP500 10yr Bonds Macrotrends, FTSE REIT Nareit, Veripath analytics
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ARE WE IN THE EARLY STAGES OF STAGFLATION?
With the period of the stagflation in the 1970s a distant 
memory for many investors, do portfolio managers 
risk heading into another inflation/stagflation era with 
poorly constructed portfolios? It is no longer possible 
to ignore the current inflationary impact on our lives, 
and the current macro-economic conditions seem un-
deniably similar to those of the 1970s – expansionary 
fiscal and monetary policy combined with global sup-
ply disruptions due to Covid and the Russian-Ukraine 
conflict. With this in mind, the chart below compares 
the performance of the Veripath Farmland (R) Fund 
against the S&P 500 Index from 2019-2022. The data 
shows the low correlation of farmland to stock market 
returns.

S&P 500 Index vs Veripath Farmland (R) Funds

  S&P 500 Veripath

Q4 2019 8.28% 3.62%

Q1 2020 -20.34% 1.07%

Q2 2020 24.11% 0.62%

Q3 2020 8.28% 2.49%

Q4 2020 10.93% 1.82%

Q1 2021 5.53% 2.86%

Q2 2021 7.63% 2.26%

Q3 2021 0.16% 0.84%

Q4 2021 10.40% 1.64%

Q1 2022 -5.18% 2.08%

Q2 2022 -16.63% 3.50%

Q3 2022 -5.17% 2.41%

SUMMARY:
In general, farmland is an attractive long-term invest-
ment that offers current income, capital appreciation 
and diversification benefits. In addition, there is evi-
dence that farmland can be a superior inflation hedge 
to other asset classes.

Farmland vs S&P 500



COPYRIGHT 2022 3

VERIPATH
PARTNERS

Since the end of WWII, farmland has experienced a 
steady rise in value with very few down years. At the 
same time, many investors have experienced volatility 
and frequent declines in the value of their public equity 
investment portfolios. However, those with an alloca-

tion to Canadian farmland would have benefited from 
lower overall portfolio volatility and returns to offset 
losses from the other asset classes during inflation-
ary/stagflationary periods.

Farmland vs S&P 500
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DISCLAIMER

Our reports, including this paper, 
express our opinions which have 
been based, in part, upon generally 
available public information and 
research as well as upon inferences 
and deductions made through our 
due diligence, research and analytical 
process. The information contained 
in this paper includes information 
from, or data derived from, public 
third party sources including industry 
publications, reports and research 
papers. Although this third-party in-
formation and data is believed to be 
reliable, neither Veripath Partners nor 
it agents (collectively “Veripath”) have 
independently verified the accuracy, 
currency or completeness of any of 
the information and data contained in 
this paper which is derived from such 
third party sources and, therefore, 
there is no assurance or guarantee 
as to the accuracy or completeness 
of such included information and 
data. Veripath and its agents hereby 
disclaim any liability whatsoever in re-
spect of any third party information or 
data, and the results derived from our 
utilization of that data in our analysis. 
While we have a good-faith belief in 
the accuracy of what we write, all such 
information is presented “as is,” with-
out warranty of any kind, whether ex-
press or implied. The use made of the 
information and conclusions set forth 
in this paper is solely at the risk of the 
user of this information. This paper is 
intended only as general information 
presented for the convenience of the 
reader, and should not in any way be 
construed as investment or other 
advice whatsoever. Veripath is not 
registered as an investment dealer 
or advisor in any jurisdiction and this 
report does not represent investment 
advice of any kind. The reader should 
seek the advice of relevant profession-
als (including a registered investment 
professional) before making any 
investment decisions. The opinions 
and views expressed in this paper 
are subject to change or modification 
without notice, and Veripath does not 
undertake to update or supplement 
this or any other of its reports or pa-
pers as a result of a change in opinion 
stated herein or otherwise.


