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The land market has proved remarkably resilient in recent months and given the state of
agriculture at the moment this has surprised not a few potential purchasers. So why has the
market not reacted more quickly to the downturn in farming’s fortunes? lan Walter explains...

Resilient land prices continue to
confound the prophets of doom

SUPPLY v DEMAND

The supply of land for sale has been extremely limited.
This is a major influence. The property pages of Farmers
Weekly and Farming News have been bereft of farms for
sale.

LOW INTEREST RATES

The cost of borrowing money is low compared to double
digit interest rates of the recent past.

HIGH COST OF RENTING EXTRA AREAS

The introduction of Farm Business Tenancies has meant
the cost of renting extra acres from a neighbour remains
high, and the security of tenure is usually limited, in spite
of falling profits. It may be as expensive to rent land as buy
it in the short term. This active market in rented land also
discourages retiring farmers from selling land.

HOT MONEY

Some of the high returns achieved from successful potato
enterprises have found their way into land purchases.
Wealth created in other sectors of industry and commerce
has been reinvested in land. Land is not just a factor of
production, it is also a store of wealth and another reason
why land values do not relate only to the fortunes of agri-
culture.

lan Walter

BUT...

A two tier market?

B Small blocks of less productive land in
remote locations do not always find a
ready home.

B Grassland not registered for IACS ar-
able area aid is not keenly sought.

B The next harvest will have an influence
on the direction of the market for this
less attractive land. Whilst prospects for
the arable harvest look satisfactory,
margins will be thin unless there is an
unexpected improvement in product
prices. The two-tier market will become
more pronounced until improved mar-
gins increase confidence in this type of
land.

However, the continuing prosperity
of the rest of the economy does help the
market as non-farming wealth feeds
through to the land market.

At present, the farmland market is fas-
cinating. JHWalter are actively involved in it
— please call us, without obligation, for a
market update.

Unsatisfied demand for rented land props up FBT rents

FBT rents must fall from
their 1996 peak. However,
due to the unsatisfied de-
mand for land to rent the
reductions will not reflect
the 30-40% fall in farming
profitability.

Why? Because unlike
the traditional tenancy, the
FBT rent is unprotected
from the full force of the
market place.

The scarcity of land to

rent results in premium rents
being paid in order to fight off
the competition. What has
this got to do with the rent
review?

The rent on review is the
‘open market rent’ i.e. what-
ever the market would pay for
the land, will be the rent on
review. Any new letting could
be comparable evidence.

The tenant’s weapons at
rent review are:

® Market knowledge — cru-
cial to the negotiations,

B Ensure evidence of other
lettings is as comparable
as possible,

B Point out all ‘site specific’
problems of the land,

B Show long-term commit-
ment to maintaining the
land’s fertility rather than
short term exploitation.
Tenants should take pro-

fessional advice on serving a

notice for the next review.

A detailed knowledge of
the procedure for rent re-
view and ability of either
party to terminate the
agreement, is essential.

In particular, the timing
of the rent review notice
could be crucial to the out-
come of the rent review ne-
gotiations.

For further advice,
contact Ellen Allwood.



