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FARMLAND INDEX
Q1 2015
AVERAGE FARMLAND VALUES
BREAK £8,000/ACRE AT THE
BEGINNING OF 2015
Even the impending General Election has failed to pull back the
farmland market, with prices continuing to rise in the first quarter of
the year. Andrew Shirley explains why
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The farmland market in England has
gained further ground this year with the
average price of bare agricultural land
rising by almost 2% between January
and March to break the £8,000/acre
barrier for the first time. An acre is now
worth £8,059, according to the Knight
Frank Farmland Index.
Values have risen by 10% over the past
12 months and by 192% over the past
10 years. This compares with 10-year
capital growth of 138% for the prime
central London residential market, 40%
for the FTSE 100 (despite the index
hitting its own record high earlier this
year) and 250% for gold.
An imminent General Election, particularly
one with so many possible outcomes,
might have been expected to cause
the market to pause for breath, but
it appears the appeal of farmland is
overriding the uncertainty.

For the latest news, views and analysis
on the world of rural property, visit
The Rural Bulletin online

The ability to invest a significant
amount of cash into an asset that will
not disappear and has good long-term
potential for capital growth seems to be
the main driver for investors, and the
colour of the UK’s government is not a
major consideration.

The market, however, continues to
separate into two clear sub-markets, each
with their own distinct performance trends.
Leading from the front are large blocks –
ideally over 1,000 acres – of arable land
that are being eagerly sought after by

Looking forward, we expect prices to
rise on average by a further 6% over the
next 12 months.
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Change in capital values
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Head of Rural Research

Follow Andrew at @kfruralproperty

Although East Anglia has traditionally
been the main source of investment
farmland, buyers are now looking across
the country and exceptionally strong
results have also been recorded in
counties such as Hampshire.

For the farmer buyer, low commodity
prices are probably of more concern
than the General Election. Although they
are still prepared to bid strongly to
secure extra land, farmers are becoming
slightly more cautious above the £10,000/
acre mark.
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“The ability to invest a
significant amount of cash
into an asset that will not
disappear and has good
long-term potential for capital
growth seems to be the
main driver for investors.”

investors. Demand is so strong that prices
upwards of £12,000/acre are regularly
being paid and even £15,000/acre has
been achieved on a number of occasions.
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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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Key agricultural indicators*
Commodity
Latest
12-month
prices		change
Outputs
Feedwheat (£/t)
Oilseed rape (£/t)
Beef (p/kg dw)
Lamb (p/kg dw)
Milk (p/litre)

118
254
363
455
27

Input prices		
Fertiliser (£/t)
289
Red diesel (p/litre)
49
Oil (£/brl)
35
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£15,556
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£15,369
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£19,000

£7,689
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Dec-14
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£19,583
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£8,059
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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 Knight Frank Rural Bulletin or go to
www.knightfrankblog.com/ruralbulletin
*Sources: www.fwi.co.uk www.dairyco.net
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PRESS OFFICE
Lizzie Copestake
+44 20 7861 1033
lizzie.copestake@knightfrank.com

RECENT MARKET-LEADING RESEARCH PUBLICATIONS
RESIDENTIAL RESEARCH

SCOTTISH FARMLAND
INDEX H1 2014
SCOTTISH FARMLAND
MARKET REMAINS FIRM AS
REFERENDUM LOOMS
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Agricultural land values edged up slightly in the first half of 2014, but
the market remains pensive

Farmland performance
(average all types, unweighted)

Winter 2014

Rural Bulletin

+2%

12 months

+8%

5 years

+47%

10 years

+223%

Source of buyers*

Autumn 2014

Scotland

+63%

England/Wales

+33%

Rest of world

+4%

*6-month rolling average
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Welcome to the latest issue of The
knight frank Rural bulletin
The UK’s political landscape is going
through a period of immense upheaval
and scrutiny.
While the Scottish nationalists failed at the
final hurdle in their quest for independence,
the Sunday Times poll that put them ahead
virtually on the eve of the referendum caused
widespread panic in Westminster and led to
offers of more devolved powers.
If Scotland’s replacement for Stamp Duty
Land Tax is anything to go by (see page 6)
we can expect some significant changes
that may have serious implications for rural
landowners and property markets.
South of the border, UKIP now has a foothold
in parliament following its Clacton by-election
victory. This will inevitably influence the
policies of the Conservative and Labour parties
in the run-up to next year’s General Election.
The political posturing is already well
underway with Labour finally unveiling its
controversial Mansion Tax plans (page 6) and
all parties, of course, pledging to protect the
NHS, even if they also want to cut taxes.

While sliding commodity prices (page 3)
will be of more immediate concern to many
farms and estates, it will be worth preparing
for the longer-term more fundamental
changes that could be on their way.

This takes growth over the past 12 months
to 8% and prices are now 223% higher
than they were 10 years ago.

I hope you find the information in this bulletin
useful. If Knight Frank can be of further help
in any way please do get in touch. You can
find our key contacts on the back page.

“Despite all the hype over independence,
there is a real appetite for Scottish land
holdings from investors, especially from
overseas. Potential buyers are particularly
interested in estates that can produce
significant income in the form of renewable
energy, a massive resource for Scotland, or
via a commercial agri-business.”

“The fact that all the uncertainty hasn’t
caused values to dip underlines the inherent
strength of the market,” adds James.
“Supply is still very limited and demand
remains firm.”

Auch & Invermearan is the second £10m+
sale that we have completed in the last 18
months that has attracted interest from
around the globe and been sold to investors
out with Scotland.

Because relatively little land does come
to the market, farmers will always try their
hardest to buy anything nearby that does
become available, points out valuer and
consultant Michael Ireland. “I don’t think
any of the current issues are likely to dim
that desire.”

Traditionally, Scotland’s land market is more
active in the second half of the year, so the
next six month could be a sterner test of its
resilience. But Knight Frank expects demand
to continue outstripping supply with average
prices rising a further 5% over 12 months.
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“Auch & Invermearan is the
second £10m+ sale that we
have completed in the last
18 months.”
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Knight Frank Research Reports are available at KnightFrank.com/Research

For the latest news, views and analysis
on the world of rural property, visit
The Rural Bulletin online
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“I think some people will be holding back
sales until the after the referendum because
they have underestimated current demand,
so I am not expecting a huge amount to come
to the market this summer,” says James.

FIGURE 2

Scottish farmland capital value
performance versus other assets
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Although a truly stunning sporting and
upland farming business, the estate’s
potential to generate hydroelectricity was
one of the main reasons for the purchase,
explains Ran Morgan, Head of Knight Frank’s
Edinburgh office.

“There has been a lot of talk about the
impact of the referendum, CAP reform
and land reform, but there is much more
confidence in the market for agricultural
land than you might imagine, particularly
for good arable ground,” says farm agent
James Denne.

Another sign of the confidence underpinning
the market is the recent sale of the 28,300acre Auch & Invermearan Estate by Knight
Frank for over its £11m guide price.

All of these issues and many more are
discussed in detail over the following pages.

Further information about our services can
be found online and you can keep up to
date with the latest rural property news on
our blog. You can also follow us on Twitter
@kfruralproperty

The average value of Scottish farmland
rose by almost 2% to £4,329/acre in
the first half of 2014, according to the
Knight Frank Scottish Farmland Index.
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A UNIQUE GUIDE TO THE ISSUES
THAT MAT TER TO L ANDOWNERS
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