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FARMLAND VALUES DIP SLIGHTLY
AS UNCERTAINTY CONTINUES
Lack of supply and pockets of strong demand help to cushion
market from larger falls
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The average value of bare agricultural
land in England and Wales fell by 1.5%
in the final quarter of 2017, according
to the Knight Frank Farmland Index.
The drop means prices fell by 4%
overall during the year and now average
£7,201/acre.
There is no reason to believe that the
quarterly decline is the beginning of a
larger slide that will gain momentum
during 2018. What appears more likely
is that we are in for a prolonged period
of limited market activity with an erratic
succession of small quarterly dips,
plateaus and rises the order of the day.
Currently the market is being driven by a
complex series of opposing forces. On
the one hand we have the medium-term
uncertainty caused by Brexit, while on
the other there are the enduring factors
that create demand for farmland.
Defra secretary Michael Gove has
sought to reassure farmers that Brexit
won’t lead to a subsidy cliff edge.
He announced earlier this year that
he plans to maintain the total level of
financial support for agriculture across
the UK at its current level of around
£3bn a year until 2024.
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Farmland 10-year performance
versus other assets
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“The market is
being driven by a
complex series of
opposing forces.”
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Farming is also one of the industries
most affected by the ongoing lack
of government clarity regarding the
eventual shape of Brexit. Remaining in
the Customs Union, for example, would
have very different ramifications to a
“Hard” Brexit where we trade with the
rest of the world under WTO terms.
So it is not surprising that vendors and
potential purchasers remain cautious.
Despite this, there are still plenty of
reasons for buyers to take the plunge.
Development rollover remains a strong
driver in certain parts of the country, as
does tax planning, while the ability – for
now at least – to lock into low interest
rates, combined with relatively stable
commodity prices may encourage those
with a long-term outlook to expand their
holdings or estates.
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However, a significant degree of
uncertainty remains – the payment
regime is likely to change significantly,
moving away from flat area-based
payments to a “greener” system where
farmers are paid for the delivery of
environmental and public goods. The
largest claimants are also likely to see
their support payments capped. And
what happens after 2024?

300

KNIGHT FRANK
FARMLAND INDEX
KNIGHT FRANK PRIME
CENTRAL LONDON INDEX

£/acre

10,000
8,000

UK HOUSE PRICES
FTSE 100
GOLD

6,000

200

4,000
100

0

2,000

Q4 Q4 Q4 Q4 Q4 Q4 Q4 Q4 Q4 Q4 Q4
07 08 09 10 11 12 13 14 15 16 17

Source: Knight Frank Research

0
1967

1977

1987

1997

Source: Knight Frank Research

2007

2017

FARMLAND INDEX Q4 2017

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)
Oilseeed rape (£/t)
Beef (p/kg dw)
Lamb (p/kg dw)
Milk (p/litre)

136
288
370
419
31.7

Input prices		
Red diesel (p/litre)
56
Oil (£/brl)
46.28

-4%
-17%
2%
10%
21%
11%
12%

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.
*Sources: www.fwi.co.uk www.dairy.ahdb.org.uk
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SCOTTISH FARMLAND VALUES
REMAIN IN THE BLACK IN 2017
A drop in supply helps balance out political and economic uncertainty
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The average value of Scottish farmland
nudged up 1% during 2017, according
to the latest results of the Knight Frank
Scottish Farmland Index.

A number of vendors opted to sell their
farms privately in 2017 and they achieved
strong prices, but overall the pattern is
still one of falling volumes.

Across the board, prices ended the year
at £4,271/acre. However, performance
varied depending on land type. Good
arable land and hill land were the
strongest performers with values for
each rising by around 3% to £9,319/ace
and £719/acre, respectively. The best
arable land in sought after locations can
command premiums of up to 20%.

This trend looks set to continue
throughout 2018 with no signs so far of
a significant increase in the amount of
land that is set to come up for sale. This
seems slightly counterintuitive given
that the outlook for farming post Brexit
remains unclear – now would actually
appear to be a good time for anybody
thinking of retiring or quitting farming to
sell while values remain firm.

Poorer quality and smaller blocks
of arable and grazing land is less in
demand – prices remained static or fell
slightly in 2017 – although improved
farm-gate milk prices are helping to
support the value of good dairy units.
The continuing dearth of land and farms
for sale is the main reason agricultural
land values are holding their own,
despite the uncertainty surrounding
Brexit. Last year, Knight Frank’s analysis
of the open market revealed that just 61
farms – totalling fewer than 30,000 acres
– guided at over £1m were launched
publicly. This compares with 72 farms
in 2016 and 75 in 2015.
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“Overall the pattern is still
one of falling volumes.”
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However, a lack of clarity in any property
market always makes potential vendors
nervous. The fact that Defra Minister
Michael Gove has committed to
maintaining UK farm support at levels
equivalent to current CAP spending until
2024 has probably helped to delay many
decisions. The weakness of sterling
following the vote to leave the EU has
also boosted subsidy cheques and
commodity prices.
It seems increasingly certain that future
support payments will be very much
linked to the environment and the delivery
of public goods – something Scottish
farmers could be well placed to deliver.

Scottish farmland values by type
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