Improve Access to Farmland Policy Ask

Creation of long-term patient capital loans 1 O

for the young farmers

Context

Between 2001 and 2021, approximately seven farms per week in Quebec closed their
doors. Yet, every year, graduates leave agricultural schools at all levels, full of ambition and
innovative agricultural projects. Furthermore, the steadily aging producer population is
creating the prospect of a major wave of farm transfers, as announced by as announced by
Farm Credit Canada (FCC). We therefore have a trained young farmers on one hand, and
many farmers willing to sell their businesses on the other. However, significant obstacles
are preventing these transfers from materializing.

Access to assets, especially farmland, is a significant barrier to starting new businesses
and transferring existing ones. Indeed, the market value and economic potential of farms
are steadily diverging. The cost of acquiring agricultural assets has increased sixfold in 30
years. Land value, in particular, has risen by 700% in the last 20 years. While leasing is
becoming increasingly common, it remains a precarious solution for young farmers under
current conditions and is not necessarily an option for many who still aspire to farm
ownership.

In this context, it is essential to consider the financing options available for the purchase of
farmland by the young farmers in order to support their establishment. These new farms
have a positive impact on the vitality of the regions, the diversification of agricultural
models, and the sustainability of agriculture in Quebec.

To purchase farmland and make other investments during the transfer or start-up of an
agricultural business, the young farmers must take out numerous loans with varying and
often high interest rates. These loans require collateral that is often difficult for younger
farmers to provide, especially those who already have personal debt for their studies or are
just beginning to take out loans. Furthermore, the debt ratio of Quebec farms, which was
31% in 2024, adds a significant financial and psychological burden to young farmers.

As the FADQ's Agro-indicator announced in December 2025, very high interest rates are
one of the main causes of the decline in net farm income, which fell below the profitability
threshold at -$92 million. It is clear that it is even more difficult for the young farmers to
stand out in such a challenging economic climate for agriculture.
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The rationale behind patient capital is therefore to forgo financial return in favor of
accepting a greater degree of risk and emphasizing the social and environmental impacts
of the supported projects. This involves a loan spread over a long period, with interest
rates favorable to the young farmers, as well as a guaranteed down payment to ensure a
better start for eligible businesses.

It is worth remembering that a company in debt will be more hesitant to make significant
investments to ensure better profitability and development, but also to achieve better
environmental performance, comply with animal welfare standards or include a new crop
to diversify Quebec's food supply.

The loan products currently available do not meet the needs of young farmers starting out
with limited collateral. While we are fortunate in Quebec to have access to the services of
the FADQ, it must take the necessary risks to support the development of new farm
businesses by moving away from a strictly banking approach and supporting the diverse
projects of young farmers. Of course, the young farmers can also rely on FIRA and the
support it offers for projects that have more difficulty getting off the ground. However,
several FIRA criteria limit the projects of young farmers and should be improved to better
reflect the definition of patient capital.

Policy Ask
L The young farmers are calling for the creation of a long-term loan program based on
i patient capital criteria. They are therefore asking the government to allocate $100 million
| to implement a pilot project accessible to eligible young farmers who meet these basic
-’ e
criteria:
¢ loan term of 40 years; e

e very low interest rates;
e fixed interest rate for the duration of the loan;
¢ loan guarantee offered by the government.
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