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An early publication from the ABA Agriculture
Commission. The Banker-Farmer  June, 1916

Bankers spend a 
great deal of time, 
energy and 
resources to make 
sure the public 
perception of them 
is accurate. It isn’t 
an easy job.
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Machine based lending is becoming more 
commonplace.
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In machine based 
lending, it’s just 
the facts, and only 
the facts, please.



Most home lending is machine based today
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If you fit the ratios, 
have a good credit 
number (generated 
by a machine) and 
have the down 
payment, chances 
are good you get the 
loan. Lacking any of 
the above, you don’t.



Is ag lending too complex to automate? Most 
“experts” say it is not.
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Larger institutions tend to 
use more machine 
lending in agriculture 
than smaller institutions. 
Machine systems are still 
very expensive and 
smaller institutions have 
not been willing to spend 
the money – but that 
won’t be the case forever.



The human aspect is still alive and well in ag 
lending*
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* And in tough times, that could be a good thing



Four Steps to Borrowing Success
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Four Steps to Borrowing Success

• The Plan/Request (customer)
• The Financials (customer)
• The Site Visit (the banker and the 

customer)
• Evaluation of the total package (the 

banker)
There are reasons to be positive about 
2020
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The Plan/Request
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The Plan/Request

• Is the plan well thought out? Reasonable assumptions?
• Is it reasonable given the financial situation of the applicant?
• Achievable based on past performance? 
• Is the request a Hail Mary?
• How much skin in the game, and by who?
• Is it “good” debt or “bad” debt?
• Does the customer understand the proposal or was it handed to him?
• Is it legal?
• Is the proposal in the customer’s best interest?
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The Financials
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The Financials

Why are we nearly done with the first quarter of 
the 21st Century and still talking about financial 
statements?

Lets just say that nearly everyone in this room 
could benefit from improvement in this area and 
leave it at that!
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The Financials

• Decent, not necessarily perfect financial statements.
• Generally bankers will want three operating years documented.
• IRS 1040 Schedule F isn’t the farm operating statement, or cash flow 

statement, but most banks will request it. Some banks will now also 
request a “tax transcript” from IRS.

• Many bankers have favorite ratios, but there is no secret sauce – But 
banks generally have a set of ratios they look at when they analyze a 
credit request. Know what your banker looks at.
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The site visit
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The site visit (more than a day out of the 
office for the banker)
• Try to understand what the banker is looking for and help him or her get it. 

Avoid a goat rodeo.
• The banker is looking at a lot of things on site including:

How does the livestock look?
Is the machinery well maintained and under cover?
Are the buildings being well maintained?
How does the customer interact with the employees?
Does the customer seem open or is he evasive?
Are there a lot of toys evident?
Does the cell phone ring all of the time?
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The site visit (more than a day out of the 
office for the banker)
• Are there key people working during the visit?
• Do they seem like they know what they are doing, or are they waiting 

to be told what to do?
• Many financial institutions will send a collateral person out to do the 

inventory counts, list the machinery, etc. These people may also be 
the ones appraising the collateral, so help them get the information 
they need. 

• If real estate is involved, expect an appraiser to show up. Make sure 
you have a list of significant improvements you have made to the 
property, and make sure the appraiser knows where all the tracts of 
land are.
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Analysis of the deal by the banker
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After the financial statements, the interviews, 
and the site visit. The banker asks…
• Does the proposed cash flow have a reasonable chance of working?
• Is there collateral to support the request?
• Does the request fit the policy guidelines of the bank?
• Can blemishes on the financials or the CBR be overcome?
• How much time will this loan take to service?
• What will change to prevent constant refinancing?
• Does the customer have a record of sticking to plans in the past?
• Can he or she learn from past mistakes?
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The banker asks himself…
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• Is there a history of violations of loan 
covenants and other agreements 
regarding the use of funds?

• What happens to the customer’s net 
worth position post financing?

• Could the customer find financing 
elsewhere?

• Is the proposal in the customer’s best 
interest?

• Can I sell this to senior management?



What Success in 2020 Looks Like
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• The “new normal” of the recent past has been replaced by a new, 
new normal.
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• The “new normal” of the recent past has been replaced by a new, 
new normal.

• This poor farm economy means more tough choices have to be made.
• This isn’t  an economy that rewards more debt, and more debt is 

going to be hard to get. Hard to grow out of this economy with debt.
• The easier choices have been made, the harder ones are in front of 

you.
• Is your operation a going concern or a closing concern?
• Protection of your remaining equity is essential.

What Success in 2020 Looks Like



Ag lending is still a people-to-people business, 
even if it does not always feel that way!
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• No one, especially your banker,
wants to see you farm until all 
of your equity is gone.
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• No one, especially your banker,
wants to see you farm until all 
of your equity is gone.
• Do what you can to keep your
banker your willing partner.
• Having a little more insight into
what he or she has to do will
give you an edge.
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Ag lending is still a people-to-people business, 
even if it does not always feel that way!



There are reasons to be positive about 2020
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Some positives for 2020

• Trade agreements are in place – it will take time to rebuild markets
• Milk prices are headed in the right direction
• Dairy Margin Coverage is better than the earlier program and pays 

when needed – that was demonstrated in 2019
• Feed is likely to remain cheap as ethanol continues to suffer from 

over production
• New crops (hemp) might offer new opportunities, but don’t go crazy!
• Interest rates are near historic lows
• 2020 might give dairy farms some time to recover from a string of 

very poor years
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Additional reading
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Check out my recent articles 
in Progressive 
Dairy magazine:
“How to Improve 
Your Relationship 
with Your Lender”
Issue Number 16
October 1, 2019

“Have you hedged your interest 
rate risk?”
Issue Number 1
January 1, 2020



Additional reading
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Also see,
Progressive Farmer
magazine:

“How Lenders See You”
Mid-November 2019



The Small Print
PRESENTATION CONTENT DISCLAIMER 

The information contained in this presentation is for informational purposes only and is based on the 
presenter’s personal opinions and interpretations of marketplace data, as well as the presenter’s own 
professional work experience.  On that basis all information included herein is presented “AS IS” without 
warranty or liability of any kind associated with any party’s use of, or reliance on the presented content, 
and presenter accepts no responsibility for any loss or damage of any kind or nature resulting from a 
party’s reliance on or use of such content. 

To the best of my knowledge, all information included in this presentation that is not my own unique 
work product resides in either the public domain, or has been attributed to the proper source with 
regard to ownership.  With regard to information found and used under a public domain assumption it is 
never possible to ascertain with 100% certainty that proper attribution of ownership has ever taken 
place, but it is the presenter’s intention to not knowingly infringe any copyright or other ownership right 
of any party.  In the event that any information used by presenter in this presentation on a public 
domain basis (and found by presenter without attribution) is later determined to have inadvertently 
violated the intellectual property rights of any third party, presenter would ask that the party asserting 
such issue immediately contact john.blanchfield@verizon.net whereupon such notice presenter would 
contact the copyright holder to request full permission to use such information or cease using such 
information if such request be denied. 
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Thanks Very Much!

John M. Blanchfield
Agricultural Banking 
Advisory Services
202.360.1112
John.Blanchfield@Verizon.net
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