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ABSTRACT:
Canadian farmland has provided robust returns in S&P down 
and up markets over the past 30 years giving it a unique down-
side/upside capture ratio. Farmland also outperforms many 
other more conventional asset classes in defensive perform-
ance.
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INTRODUCTION:
The downside capture ratio is an indicator of how well an asset 
performs during periods where the reference index (S&P 500 
– public equities) is experiencing negative returns. The ratio is 
typically calculated over a twenty-year or greater period to pick up sufficient periods where the index returns are negative:

 

Source: FCC, Veripath analytics, StatsCan, readyratios.com, Investopedia 
 

Why does this debt, stagflation and the socioeconomic barbell matter to us, a farmland investment fund, 
and to you, a farmland investor?  As it turns out it matters quite a bit.   Accepting stagflation and the 
socioeconomic barbell as macro-economic possibilities, how will the portfolio you have constructed over 
the past 10, 20 even 30 years in a period of predictable growth, low inflation, and high leverage fare?  
Data from the 1970s suggests that public equities, commercial real estate, and bonds will underperform, 
while Canadian farmland demonstrated a strong ability to generate outperformance. 

Why? The Canadian agriculture sector is largely export driven to economies with more robust growth 
prospects than the Canadian market and viewed through the lens of productivity adjusted land pricing 
offers a material value proposition compared to other developed markets.  Farmland also tends to provide 
an asymmetrical upside in stagflationary market conditions as it is a unique, non-depleting commodity 
production asset that discounts the production of an infinite series of crops, those crops have highly 
inelastic demand curves, low stock to flow and are fully consumed.   

Canadian Farmland and Change of Use Returns: You will note that Veripath has made some material 
irrigated land purchases over the last 12 months including a single transaction of $60M mixed irrigated 
and irrigable row crop land.  We have run pilot projects on several small holdings in the past as the 
economics of the change of irrigable land to irrigated status are quite compelling.  We believe this 
strategy will drive incremental portfolio return over and above what has already been compelling and 
consistent underlying land and rental returns for dryland.  We are currently finalizing engineering and soil 
testing work and then will move forward to obtain regulatory approvals for these holdings.    As these 
projects advance, we will keep you updated in the investor letters.  

Canadian Farmland and Downside/Upside Capture:1  The downside capture ratio is an indicator of 
how well an asset performs during periods where the reference index (S&P 500 – public equities) is 
experiencing negative returns. The ratio is typically calculated over a twenty-year or greater period to pick 
up sufficient periods where the index returns are negative: 

𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷	𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀	𝐶𝐶𝑀𝑀𝐶𝐶𝑀𝑀𝐶𝐶𝑀𝑀𝑀𝑀	𝑅𝑅𝑀𝑀𝑀𝑀𝑅𝑅𝐷𝐷 =
𝑀𝑀𝑀𝑀𝐷𝐷𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀!𝑠𝑠	𝑀𝑀𝑀𝑀𝑀𝑀𝐶𝐶𝑀𝑀𝐷𝐷	𝑅𝑅𝐷𝐷	𝑀𝑀	𝑑𝑑𝐷𝐷𝐷𝐷𝐷𝐷	𝑚𝑚𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀

𝐼𝐼𝐷𝐷𝑑𝑑𝑀𝑀𝐼𝐼	𝑀𝑀𝑀𝑀𝑀𝑀𝐶𝐶𝑀𝑀𝐷𝐷𝑠𝑠  

This ratio is used to compare asset classes or investment managers to establish which has the best 
defensive properties. In the case of portfolio construction, having an asset with a downside capture ratio 
of under 100 would imply that the asset declined less than the index during the down period. For a 
negatively correlated asset, the downside capture ratio would be negative.  

 

 

1 Aswath Damodaran, Historical Returns on Stocks, Bonds and Bills: 1928-2022: 
https://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/histretSP.html 

Statistics Canada. Table 32-10-0047-01 Value per acre of farmland and buildings at July 1 

This ratio is used to compare asset classes or investment managers to establish which has the best defensive proper-
ties. In the case of portfolio construction, having an asset with a downside capture ratio of under 100 would imply that 
the asset declined less than the index during the down period. For a negatively correlated asset, the downside capture 
ratio would be negative. 

Analysts will often combine the downside capture ratio with the same ratio for upside, together these metrics show 
whether the asset out-performs the index overall and whether the out-performance comes during up or down markets.

Analysts will often combine the downside capture ratio with the same ratio for upside and together these 
metrics show whether the asset out-performs the index overall and whether the out-performance comes 
during up or down markets. 

𝑈𝑈𝑈𝑈	𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀	𝐶𝐶𝑀𝑀𝑈𝑈𝑀𝑀𝐶𝐶𝑀𝑀𝑀𝑀	𝑅𝑅𝑀𝑀𝑀𝑀𝑅𝑅𝑅𝑅 =
𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀!𝑠𝑠	𝑀𝑀𝑀𝑀𝑀𝑀𝐶𝐶𝑀𝑀𝑀𝑀	𝑅𝑅𝑀𝑀	𝑀𝑀𝑀𝑀	𝐶𝐶𝑈𝑈	𝑚𝑚𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀

𝐼𝐼𝑀𝑀𝐼𝐼𝑀𝑀𝐼𝐼	𝑀𝑀𝑀𝑀𝑀𝑀𝐶𝐶𝑀𝑀𝑀𝑀𝑠𝑠  

 

Examining the 30-year period from 1992-2022, there are six years where the S&P had negative returns. 
In those years, farmland values always had positive growth. Farmland also outperformed other 
alternatives during these years of negative stock market returns, making it, we believe, a superior 
defensive asset. 

Table 3: Downside Capture 

Year S&P 500 

Canada 

Farmland 
AB 
Farmland SK Farmland 

3-month 
US T-bill 

10-year 
US T-bill 

BAA 
Corporate 
Bond 

Real 
Estate Gold 

          
Down Market 

Average Return -16.95% 7.47% 7.39% 6.47% 2.69% 6.60% 1.35% 3.95% 4.14% 

          
Down Market 

Capture Ratio 
 

-44.1 -43.6 -38.2 -15.9 -38.9 -8.0 -23.3 -24.4 

     

The upside capture ratio is an indicator of how well an asset performs during periods where the reference 
index (S&P 500 – public equities) is experiencing positive returns. Excluding the six down years of the 
S&P 500 from 1992-2022, it is possible to calculate the up-market capture ratio for the same assets 
above.    

Table 4: Upside Capture 

 

 
Canada 
Farmland 

AB 
Farmland 

SK 
Farmland 3-month US T-bill 

10-year 
US T-bill 

BAA 
Corporate 
Bond 

Real 
Estate Gold 

 
SP 500 

        
Up Market Average 
Return 

 
17.72% 6.92% 7.12% 7.09% 2.18% 4.65% 8.67% 4.83% 6.99% 

 
 

        
Up Market Capture 
Ratio 

 
39.08 40.19 40.04 12.32 26.25 48.96 27.24 39.48 

The combined downside/upside data shows that Canadian farmland has provided strong positive returns 
in both S&P down and up markets over the past 30 years. In addition, farmland outperforms many other 
conventional and alternative asset classes in both this defensive and upside performance versus public 
equities. 

Chart 2:  Upside Capture Ratio 

 

Deleted: Downside 

DISCUSSION OF RESULTS:
Down-Market Capture: Examining the 30-year period from 1992-2022, there are six years where the S&P had negative 
returns. In those years, farmland values always had positive growth. Farmland also outperformed other alternatives 
during these years of negative stock market returns, making it, we believe, a superior defensive asset.

Year S&P  
500 Canada Alberta Saskatch-

ewan
3-month 
US T-bill

10-year 
US T-bill

BAA 
Corporate 

Bond

Real 
Estate Gold

Down Market 
Average Return

-16.95% 7.47% 7.39% 6.47% 2.69% 6.60% 1.35% 3.95% 4.14%

Down Market 
Capture Ratio

100 -44.1 -43.6 -38.2 -15.9 -38.9 -8.0 -23.3 -24.4

The upside capture ratio is an indicator of how well an asset performs during periods where the reference index (S&P 
500 – public equities) is experiencing positive returns. Excluding the six down years of the S&P 500 from 1992-2022, it 
is possible to calculate the up-market capture ratio for the same assets above.
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S&P  
500 Canada Alberta Saskatch-

ewan
3-month 
US T-bill

10-year 
US T-bill

BAA 
Corporate 

Bond

Real 
Estate Gold

Up Market 
Average Return

17.72% 6.92% 7.12% 7.09% 2.18% 4.65% 8.67% 4.83% 6.99%

Up Market 
Capture Ratio

100 39.08 40.19 40.04 12.32 26.25 48.96 27.24 39.48

CONCLUSION:     
The combined downside/upside data shows that Canadian farmland has provided strong positive returns in both S&P 
down and up markets over the past 30 years – a useful behavior when considering the addition of an asset to a tradition-
al 60/40 portfolio. In addition, farmland outperforms many other conventional and alternative asset classes in both this 
defensive and upside performance versus public equities.  

Source: Historical Returns on Stocks, Bonds and Bills: 1928-2022, Statistics Canada Table 32-10-0047-01

Source: Historical Returns on Stocks, Bonds and Bills: 1928-2022, Statistics Canada Table 32-10-0047-01

REFERENCES:
Aswath Damodaran, Historical Returns on Stocks, Bonds and Bills: 1928-2022: https://pages.stern.nyu.edu/~adamo-
dar/New_Home_Page/datafile/histretSP.html

Statistics Canada. Table 32-10-0047-01  Value per acre of farm land and buildings at July 1

Chart 2: Capture Ratios by Asset Class

      Canada Farmland     3-month US T-bill     10-year US T-bill     BAA Corporate Bond     Real Estate    Gold
50

40

30

20

10

U
ps

id
e 

M
ar

ke
t C

ap
tu

re
 R

at
io

-50 -40 -30 -20 -10 0
Downside Market Capture Ratio

  Canada Farmland

 3-month US T-bill

10-year US T-bill  

BAA Corporate Bond   

 Real Estate

 Gold 

Chart 1: Upside Capture Ratio
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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 information and 
data is believed to be reliable, neither Omnigence Asset Management nor its agents (collectively “Omnigence”) 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. Omnigence and its agents hereby disclaim any liability whatsoever 
in respect 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,” without 
warranty of any kind, whether express 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. 
Omnigence 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 professionals (including a registered invest-
ment professional) before making any investment decisions. The opinions and views expressed in this paper are subject 
to change or modification without notice, and Omnigence does not undertake to update or supplement this or any other 
of its reports or papers as a result of a change in opinion stated herein or otherwise.


