RESEARCH

FARMLAND INDEX
Q3 2017
FARMLAND MARKET STEADIES, BUT
SHEDS £1,000/ACRE IN 24 MONTHS
The value of agricultural land was virtually unchanged in the third
quarter of 2017, but the market remains finely balanced.
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The average value of bare agricultural
land in England and Wales remained
static at just over £7,310/acre in the third
quarter of 2017, according to the Knight
Frank Farmland Index. This brings to
an end a seven-quarter run of sliding
values, the longest period of decline
since the early 1990s when prices fell for
12 consecutive quarters.
Over the past 24 months, average values
have fallen by 12%, slicing £1,000 off
the price of an acre of land. Despite
this, farmland remains one of the best
long-term investments with values up
83% over the past 10 years, comfortably
outpacing the mainstream housing
market (+15%) and even prime central
London homes (+28%).
Given the low transaction volumes
of recent years, the vast majority of
landowners will still be sitting on an asset
that has greatly increased in value since
they purchased or inherited it. The most
pressing question is whether the current
equilibrium between the factors putting
downwards pressure on values and
those helping to sustain them remain
in place.

“A short-term exodus
seems unlikely
given many farmers
advocated leaving
the EU.”
Follow Andrew at @kfandrewshirley

In addition, a number of factors are
helping to support the market. The
decline in sterling and more favourable
economic conditions continue to
underpin farm-gate prices for most
agricultural commodities.

The main downwards threat of course
remains the uncertainty surrounding
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A short-term exodus seems unlikely
given many farmers advocated leaving
the EU and some kind of financial
support is likely to remain in place for
the foreseeable future.

An increasing amount of development,
including HS2, is also helping to boost
competition for the limited amount of
agricultural currently available.
A significant number of farmers or
landowners who have sold land or had it
compulsorily purchased for development
are looking for alternative property.
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the Brexit process. Defra minister
Michael Gove has consistently repeated
his support for farmers, albeit with
an increasing focus on the delivery
of environmental benefits, but has
provided little detail to back this up.
This uncertainty limits the upside for
land values in the near term, but unless
a significant number of farmers exit the
industry because of Brexit it is unlikely
to cause a slump in prices.
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DATA DIGEST
The Knight Frank Farmland Index tracks the average price of bare (no residential property or
buildings) commercial (productive arable and pasture) agricultural land in England. The quarterly
index is based on the opinions of Knight Frank’s expert valuers and negotiators across the
country, which take into account the results of actual sales conducted by both the firm and its
competitors, local market knowledge and client and industry sentiment. When combined with
UK government statistics, the index shows the performance of farmland since 1944.
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The average value of Scottish farmland
grew slightly during the first half of 2017,
according to the latest results of the Knight
Frank Scottish Farmland Index.
Across the board, prices rose by 0.6% to
£4,253/acre. However, performance varied
depending on land type. Good arable land
and hill land were the strongest performers
with values for each rising by 2% to £9,200/
ace and £707/acre, respectively. Poorer
quality arable land and pasture either
remained static or saw prices fall slightly.
A shortage of supply, combined with
continued demand from commercial
farmers who feel better placed to weather
the implications of Brexit, is supporting the
value of quality arable units. So far this year
relatively few farms have been launched
publicly. However, three good-sized units
have sold privately in the Borders.
“Some might argue that the fact the
vendors weren’t prepared to test the open
market reflects some kind of nervousness
about the level of potential demand, but
equally it shows that buyers are prepared
to pay sufficiently strong prices to make
a private sale an attractive option,” points
out Tom Stewart-Moore, head of Scottish
farm sales.

Capital value growth of Scottish
farmland v other asset
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“Good arable land and hill
land were the strongest
performers.”
Follow Andrew at @KFAndrewShirley
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There is definitely still demand, even for
smaller units, he adds. “We have had 20
and 30 viewings for two sub-£1m farms
we are selling in the Borders. At that
price point farmers seem to view them
as viable opportunities for expanding
their existing holdings.”
Hill land is attracting demand because
of the Scottish government’s ambitious
tree-planting targets, says Ran Morgan,
Head of Knight Frank Edinburgh. “Trees
grow very well here, so it gives people
a genuine alternative to upland livestock
farming, which is the sector feeling most
vulnerable after the Brexit referendum.
Several of our clients are thinking seriously
about planting significant acreages.”
Looking forward, it appears that the
autumn selling season is likely to match
the paucity of the early summer market,
predicts Tom. “Until we know more
about how farmers, particularly, those
in upland areas, are going to be affected
by any changes to the subsidy regime
and our trading arrangements with
Europe post Brexit, I think this trend
is likely to continue.”
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INTERVIEW: BARBARA
TAYLOR BRADFORD

Knight Frank Luxury
Investment Index Q2 2017

Knight Frank research reports are available at KnightFrank.com/Research
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Two-tier market developing as Brexit concerns dampen
grassland confidence

Luxury Investment Index Q2 2017
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SCOTTISH FARMLAND VALUES
FIRM IN FIRST HALF OF 2017
Farmland performance
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Outputs
Feedwheat (£/t)
Oilseeed rape (£/t)
Beef (p/kg dw)
Lamb (p/kg dw)
Milk (p/litre)

*Sources: www.fwi.co.uk www.dairy.ahdb.org.uk
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For more detailed information on the issues
affecting UK landowners and farmers,
including the latest on agricultural commodity
and input markets, please request a copy
of The Rural Report, our magazine for rural
property owners.
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