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What’s view on the street to improving farm
financial performance
Acitivites being considered to improve farm
financial performance
Sell farmland
Change land use
Acquire farm businesses or assets
Change enterprise mix
Develop business relationships
Equity partnership or joint venture
Diversify farm production

Acquire more farmland
Invest in farm infrastructure
Reduce costs
Reduce debt
Increase farm production
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Irrigation down the peaking order though
Our view:
Many challenges to bring it all together,

Methods being considered to
increase farm production

but they are not insurmountable.

Something else

Key ingredients are:

Standoff shelters/feedpads

• Top farm management;
• Moderate-to-average existing debt

Irrigation
Feed conservation

levels (or outside equity);

Feed budgeting

• Setting up farm to maximise

Animal ID & performance measurement

production and revenue each year

Animal genetics

• Reasonable prices;
• Successful execution of changeover.

Pasture/forage species
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Under irrigation a farm needs to be

set up to maximise production and
revenue every year, rather than just
mitigating the risks of a dry period.

The decision tree
There are many factors to consider when investing in irrigation:
In most cases financial returns and the starting point for equity within a farm are probably the
two most important.

• Obviously returns are influenced by a myriad of factors, but a change of land use, or at
least farm policy, will be required when converting to irrigation.
The physical and environmental aspects of a piece of land will determine potential options.

•
• An individual’s appetite to change will be important.
– This will be influenced by attitude to risk, existing debt levels, availability and sources of
•

capital, age, experience in different fields, and family circumstances.
Influences outside the farm-gate need to be considered.

– These include things such as environmental regulation, farm-gate prices and other
budget parameter expectations, surrounding industry infrastructure, and the fine print

(cost, reliability and terms and conditions) of the irrigation scheme, or water take.
It’s a big decision.

• It requires a coherent financial assessment of the options and risks around each.
• Needs additional expertise outside the realm of normal sources.

Key takeouts for dairy
Operating Profit per ha
for irrigated Canterbury farms
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DAIRY DEBT CARRYING CAPACITY PER HECTARE

0.35

Milk Payout $ per MS for 100% share backed

Our assessment
$2,400/ha

0.25

Average in
Canterbury

0.20

Production MS
per hectare

0.30

0.15
0.10
0.05

$5.13

$5.77

$6.42

$7.06

$7.70

1,000

-50

7,300

14,600

21,950

29,300

1,250

-60

9,100

18,250

27,450

36,600

1,500

-70

10,850

21,950

32,950

43,900

1,750

-85

12,750

25,600

38,400

51,250

2,000

-100

14,550

29,250

43,900

58,550

0.00

<$2,000

$2,0003,000

$3,0004,000

$4,0005,000

$5,0006,000

>$6,000
OP/ha

Sources: ANZ, Dairy NZ

Key Assumptions:
1. Milk payout income of $6.45/kg ms.
2. MS production of 1,500/ha.
3. Cost structure of $5.06/kg ms, or $7,600/ha.

Average conversion cost is
probably $26,000-$30,000/ha.
To
1.
2.
3.

achieve need:
Reasonable payout,
Good productivity, and
Moderate-to-average existing
debt levels.

Key takeouts for red meat and dairy support
•

Part irrigation of a larger livestock farm that improves farm policy flexibility and helps
mitigate against dry conditions generally lowers risk and provides higher per hectare

•

returns compared with a fully irrigated property.
Over time, as skills and confidence grow, the irrigated area on a livestock property tends

•

to gravitate toward the most profitable enterprise depending on market conditions.
Solely dedicated livestock finishing operations didn’t tend to fare well. One of the main
reasons was the high water requirements, which increased irrigation charges.

•

In some cases the rates of return for individual livestock farm policies were lower than
without irrigation. This highlighted the productivity boost in a normal year wasn’t always
sufficient to compensate for increased costs and additional capital invested.

•

Farmer productivity around production parameters was key. Reducing farm production to
average levels often cut the return on marginal capital invested to convert to irrigation to

a level below the cost of capital i.e. rural term loan rates.
Key Parameters
$ per ha

1: CPW part
irrigated

2: Hawkes Bay
fully irrigated

3: Hawkes Bay part
irrigated

4: B+LNZ Class 6 South
Island

Farm Profit before tax

903

96

695

341

Debt service capacity @
1.25 interest cover ratio
and 7% interest rate

$8,250/ha

$800/ha

$7,250/ha

$1,404/ha total current
liabilities for irrigated.
$1,111/ha for non-irrigated
farms.

Conversion costs

$5,970/ha from dry
land

$3,800/ha from
dry land

$5,500/ha from dry land,
but only part irrigation of
200ha. Over total area
$1,224/ha

$19,460/ha current total assets
of irrigated Class 6 farms

Key takeouts for crops (arable and horticultural)
•

Like livestock farming, there are many different crops that can be grown depending on
market signals, expertise, and the physical and environmental aspects of a property.

•

In the horticultural space there was a limited amount of analysis on the different options
for the scheme’s we analysed. Generally many of the main horticultural enterprises are
adaptable to a range of soil types. But climate variables such as the prevailing wind, the
risk of frost, growing degree days, and rainfall during certain times of the year are often
the more important factors for whether a particular crop or variety may be suitable for a
specific area and the expected returns.

•

The main benefit arable farms receive from irrigation is that reliable water enables
farmers to move from commodity crops to specialist, higher risk, but higher EBIT crops.
Key Parameters
$ per ha

1: CPW arable
and processed
crops

2: Hawke’s Bay
arable and
processed
vegetables

3: B+LNZ Class 8
South Island irrigated

4: B+LNZ Class 8 South
Island non-irrigated

Farm Profit before tax

2,091

2,053

851

587

Debt service capacity @
1.25 interest cover ratio
and 7% interest rate

$17,857/ha

$17,571/ha

$7,824/ha
total current liabilities

$5,842/ha total current
liabilities

Conversion costs

$11,800/ha from
dry land

$6,167/ha from
part irrigation of
50 hectares
already

$29,943/ha current total
assets

$23,500/ha current total
assets
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Summary of returns & debt carrying capacity
Operating Profit

Debt carrying
capacity

Average

$2,380/ha

$22,000/ha

Range

$2,000-$6,000/ha

Average

$700-$900/ha

Range

$100-1,000/ha

Average

$2,000/ha

Range

$1,000-$2,500/ha

Average

Depends on region &
variety

Range

$4,000-$10,000/ha

Average

Depends on variety split
but $900/ha

Range

Wide range

Average

$4,400/ha

Range

Depends on variety split

Enterprise

Dairy

Sheep, Beef & Dairy Support

Arable and Processed Crops

Viticulture

Kiwifruit

Pipfruit
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$7,000-$8,000/ha

$17,000-$18,000/ha

$65,700/ha

Not assessed

Not assessed

Conclusions
Key ingredients are:
• Top farm management;

•
•
•
•

Moderate-to-average existing debt levels (or outside equity);
Reasonable prices;
Setting up farm to maximise production and revenue each year;
Successful execution of changeover.

Productivity drivers on newly irrigated farms is driven by:
• Younger farmers taking over management through family succession, or change
of ownership;

•
•
•
•

Top performers buying more land and expanding;
High debt levels sharpening performance;

Leveraging new technology;
Reliability and increased confidence allows the system to be run to its maximum
and avoids conservatism;

• Partial irrigation often lifts the productivity of the non-irrigated part of the farm.
There is no “one size fits all” solution.
For any farmer considering their own particular situation it pays to invest
in good advice to work out the viable options.

Important Notice
The distribution of this document or streaming of this video broadcast (as applicable, “publication”) may be restricted by law in certain jurisdictions. Persons who receive this publication
must inform themselves about and observe all relevant restrictions.
1. COUNTRY/REGION SPECIFIC INFORMATION:
AUSTRALIA. This publication is distributed in Australia by Australia and New Zealand Banking Group Limited (ABN 11 005 357 522) (“ANZ”). ANZ holds an Australian Financial Services
licence no. 234527. A copy of ANZ's Financial Services Guide is available at http://www.anz.com/documents/AU/aboutANZ/FinancialServicesGuide.pdf and is available upon request from
your ANZ point of contact. If trading strategies or recommendations are included in this publication, they are solely for the information of ‘wholesale clients’ (as defined in section 761G of
the Corporations Act 2001 Cth). Persons who receive this publication must inform themselves about and observe all relevant restrictions.
BRAZIL. This publication is distributed in Brazil by ANZ on a cross border basis and only following request by the recipient. No securities are being offered or sold in Brazil under this
publication, and no securities have been and will not be registered with the Securities Commission - CVM.
BRUNEI. JAPAN. KUWAIT. MALAYSIA. SWITZERLAND. TAIPEI. This publication is distributed in each of Brunei, Japan, Kuwait, Malaysia, Switzerland and Taipei by ANZ on a crossborder basis.
EUROPEAN ECONOMIC AREA (“EEA”): UNITED KINGDOM. ANZ is authorised and regulated in the United Kingdom by the Financial Services Authority (“FSA”). This publication is
distributed in the United Kingdom by ANZ solely for the information of persons who would come within the FSA definition of “eligible counterparty” or “professional client”. It is not
intended for and must not be distributed to any person who would come within the FSA definition of “retail client”. Nothing here excludes or restricts any duty or liability to a customer
which ANZ may have under the UK Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the FSA. GERMANY. This publication is distributed
in Germany by the Frankfurt Branch of ANZ solely for the information of its clients. OTHER EEA COUNTRIES. This publication is distributed in the EEA by ANZ Bank (Europe) Limited
(“ANZBEL”) which is authorised and regulated by the FSA in the United Kingdom, to persons who would come within the FSA definition of “eligible counterparty” or “professional client” in
other countries in the EEA. This publication is distributed in those countries solely for the information of such persons upon their request. It is not intended for, and must not be
distributed to, any person in those countries who would come within the FSA definition of “retail client”.
FIJI. For Fiji regulatory purposes, this publication and any views and recommendations are not to be deemed as investment advice. Fiji investors must seek licensed professional advice
should they wish to make any investment in relation to this publication.

HONG KONG. This publication is distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered by the Hong Kong Securities and Futures Commission to conduct Type 1
(dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) regulated activities. The contents of this publication have not been reviewed by any
regulatory authority in Hong Kong. If in doubt about the contents of this publication, you should obtain independent professional advice.
INDIA. This publication is distributed in India by ANZ on a cross-border basis. If this publication is received in India, only you (the specified recipient) may print it provided that before
doing so, you specify on it your name and place of printing. Further copying or duplication of this publication is strictly prohibited.
NEW ZEALAND. This publication is intended to be of a general nature, does not take into account your financial situation or goals, and is not a personalised adviser service under the
Financial Advisers Act 2008.
OMAN. This publication has been prepared by ANZ. ANZ neither has a registered business presence nor a representative office in Oman and does not undertake banking business or
provide financial services in Oman. Consequently ANZ is not regulated by either the Central Bank of Oman or Oman’s Capital Market Authority. The information contained in this
publication is for discussion purposes only and neither constitutes an offer of securities in Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the
Capital Market Law of Oman (Royal Decree 80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy non-Omani securities in Oman as contemplated by Article
139 of the Executive Regulations to the Capital Market Law (issued vide CMA Decision 1/2009). ANZ does not solicit business i n Oman and the only circumstances in which ANZ sends
information or material describing financial products or financial services to recipients in Oman, is where such information or material has been requested from ANZ and by receiving this
publication, the person or entity to whom it has been dispatched by ANZ understands, acknowledges and agrees that this publication has not been approved by the CBO, the CMA or any
other regulatory body or authority in Oman. ANZ does not market, offer, sell or distribute any financial or investment products or services in Oman and no subscription to any securities,
products or financial services may or will be consummated within Oman. Nothing contained in this publication is intended to constitute Omani investment, legal, tax, accounting or other
professional advice.
PEOPLE’S REPUBLIC OF CHINA. If and when the material accompanying this publication does not only relate to the products and/or services of Australia and New Zealand Bank
(China) Company Limited (“ANZ China”), it is noted that: This publication is distributed by ANZ or an affiliate. No action has been taken by ANZ or any affiliate which would permit a
public offering of any products or services of such an entity or distribution or re-distribution of this publication in the People’s Republic of China (“PRC”). Accordingly, the products and

Important Notice
services of such entities are not being offered or sold within the PRC by means of this publication or any other method. This publication may not be distributed, re-distributed or published
in the PRC, except under circumstances that will result in compliance with any applicable laws and regulations. If and when the material accompanying this publication relates to the
products and/or services of ANZ China only, it is noted that: This publication is distributed by ANZ China in the Mainland of the PRC.
QATAR. This publication has not been, and will not be: lodged or registered with, or reviewed or approved by, the Qatar Central Bank ("QCB"), the Qatar Financial Centre ("QFC")
Authority, QFC Regulatory Authority or any other authority in the State of Qatar ("Qatar"); or authorised or licensed for distribution in Qatar, and the information contained in this
publication does not, and is not intended to, constitute a public offer or other invitation in respect of securities in Qatar or the QFC. The financial products or services described in this
publication have not been, and will not be: registered with the QCB, QFC Authority, QFC Regulatory Authority or any other governmental authority in Qatar; or authorised or licensed for
offering, marketing, issue or sale, directly or indirectly, in Qatar. Accordingly, the financial products or services described in this publication are not being, and will not be, offered, issued
or sold in Qatar, and this publication is not being, and will not be, distributed in Qatar. The offering, marketing, issue and sale of the financial products or services described in this
publication and distribution of this publication is being made in, and is subject to the laws, regulations and rules of, juri sdictions outside of Qatar and the QFC. Recipients of this
publication must abide by this restriction and not distribute this publication in breach of this restriction. This publication is being sent/issued to a limited number of institutional and/or
sophisticated investors (i) upon their request and confirmation that they understand the statements above; and (ii) on the condition that it will not be provided to any person other than
the original recipient, and is not for general circulation and may not be reproduced or used for any other purpose.
SINGAPORE. This publication is distributed in Singapore by the Singapore branch of ANZ solely for the information of “accredited investors”, “expert investors” or (as the case may be)
“institutional investors” (each term as defined in the Securities and Futures Act Cap. 289 of Singapore). ANZ is licensed in Singapore under the Banking Act Cap. 19 of Singapore and is
exempted from holding a financial adviser’s licence under Section 23(1)(a) of the Financial Advisers Act Cap. 100 of Singapore. In respect of any matters arising from, or in connection
with the distribution of this publication in Singapore, contact your ANZ point of contact.
UNITED ARAB EMIRATES. This publication is distributed in the United Arab Emirates (“UAE”) or the Dubai International Financial Centre (as applicabl e) by ANZ. This publication: does
not, and is not intended to constitute an offer of securities anywhere in the UAE; does not constitute, and is not intended to constitute the carrying on or engagement in banking, financial
and/or investment consultation business in the UAE under the rules and regulations made by the Central Bank of the United Arab Emirates, the Emirates Securities and Commodities
Authority or the United Arab Emirates Ministry of Economy; does not, and is not intended to constitute an offer of securities within the meaning of the Dubai International Financial Centre
Markets Law No. 12 of 2004; and, does not constitute, and is not intended to constitute, a financial promotion, as defined under the Dubai International Financial Centre Regulatory Law
No. 1 of 200. ANZ DIFC Branch is regulated by the Dubai Financial Services Authority (“DFSA”). The financial products or services described in this publication are only available to
persons who qualify as “Professional Clients” or “Market Counterparty” in accordance with the provisions of the DFSA rules. In addition, ANZ has a representative office (“ANZ
Representative Office”) in Abu Dhabi regulated by the Central Bank of the United Arab Emirates. ANZ Representative Office is not permitted by the Central Bank of the United Arab
Emirates to provide any banking services to clients in the UAE.
UNITED STATES. If and when this publication is received by any person in the United States or a "U.S. person" (as defined in Regulation S under the US Securities Act of 1933, as
amended) (“US Person”) or any person acting for the account or benefit of a US Person, it is noted that ANZ Securities, Inc. (“ANZ S”) is a member of FINRA (www.finra.org) and
registered with the SEC. ANZ S’s address is 277 Park Avenue, 31st Floor, New York, NY 10172, USA (Tel: +1 212 801 9160 Fax: +1 212 801 9163). Except where this is a FX related
publication, this publication is distributed in the United States by ANZ S (a wholly owned subsidiary of ANZ), which accepts responsibility for its content. Information on any securities
referred to in this publication may be obtained from ANZ S upon request. Any US Person receiving this publication and wishing to effect transactions in any securities referred to in this
publication must contact ANZ S, not its affiliates. Where this is an FX related publication, it is distributed in the United States by ANZ's New York Branch, which is also located at 277 Park
Avenue, 31st Floor, New York, NY 10172, USA (Tel: +1 212 801 9160 Fax: +1 212 801 9163). ANZ S is authorised as a broker-dealer only for US Persons who are institutions, not for US
Persons who are individuals. If you have registered to use this website or have otherwise received this publication and are a US Person who is an individual: to avoid loss, you should
cease to use this website by unsubscribing or should notify the sender and you should not act on the contents of this publication in any way.
2. DISCLAIMER
Except if otherwise specified above, this publication is issued and distributed in your country/region by ANZ, on the basis that it is only for the information of the specified recipient or
permitted user of the relevant website (collectively, “recipient”). This publication may not be reproduced, distributed or published by any recipient for any purpose. It is general
information and has been prepared without taking into account the objectives, financial situation or needs of any person. Nothing in this publication is intended to be an offer to sell, or a
solicitation of an offer to buy, any product, instrument or investment, to effect any transaction or to conclude any legal act of any kind. If, despite the foregoing, any services or products
referred to in this publication are deemed to be offered in the jurisdiction in which this publication is received or accessed, no such service or product is intended for nor available to
persons resident in that jurisdiction if it would be contradictory to local law or regulation. Such local laws, regulations and other limitations always apply with non-exclusive jurisdiction of
local courts. Before making an investment decision, recipients should seek independent financial, legal, tax and other relevant advice having regard to their particular circumstances.

Important Notice
The views and recommendations expressed in this publication are the author’s. They are based on information known by the author and on sources which the author believes to be
reliable, but may involve material elements of subjective judgement and analysis. Unless specifically stated otherwise: they are current on the date of this publication and are subject to
change without notice; and, all price information is indicative only. Any of the views and recommendations which comprise estimates, forecasts or other projections, are subject to
significant uncertainties and contingencies that cannot reasonably be anticipated. On this basis, such views and recommendations may not always be achieved or prove to be correct.
Indications of past performance in this publication will not necessarily be repeated in the future. No representation is being made that any investment will or is likely to achieve profits or
losses similar to those achieved in the past, or that significant losses will be avoided. Additionally, this publication may contain ‘forward looking statements’. Actual events or results or
actual performance may differ materially from those reflected or contemplated in such forward looking statements. All investments entail a risk and may result in both profits and losses.
Foreign currency rates of exchange may adversely affect the value, price or income of any products or services described in this publication. The products and services described in this
publication are not suitable for all investors, and transacting in these products or services may be considered risky. ANZ and its related bodies corporate and affiliates, and the officers,
employees, contractors and agents of each of them (including the author) (“Affiliates”), do not make any representation as to the accuracy, completeness or currency of the views or
recommendations expressed in this publication. Neither ANZ nor its Affiliates accept any responsibility to inform you of any matter that subsequently comes to their notice, which may
affect the accuracy, completeness or currency of the information in this publication.
Except as required by law, and only to the extent so required: neither ANZ nor its Affiliates warrant or guarantee the performance of any of the products or services described in this
publication or any return on any associated investment; and, ANZ and its Affiliates expressly disclaim any responsibility and shall not be liable for any loss, damage, claim, liability,
proceedings, cost or expense (“Liability”) arising directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection with this publication.
If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as information could be
intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. ANZ and its Affiliates do not accept any Liability as a result of electronic transmission of this
publication.
ANZ and its Affiliates may have an interest in the products and services described in this publication as follows:
•

They may receive fees from customers for dealing in the products or services described in this publication, and their staff and introducers of business may share in such fees or receive
a bonus that may be influenced by total sales.

•

They or their customers may have or have had interests or long or short positions in the products or services described in this publication, and may at any time make purchases
and/or sales in them as principal or agent.

•

They may act or have acted as market-maker in products described in this publication.

ANZ and its Affiliates may rely on information barriers and other arrangements to control the flow of information contained in one or more business areas within ANZ or within its Affiliates
into other business areas of ANZ or of its Affiliates.
Please contact your ANZ point of contact with any questions about this publication including for further information on the above disclosures of interest.

