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OVERVIE W

What an unpredictable year 2019 has been. In general, rural property markets continued to get stronger, 
whilst seasons deteriorated, especially in New South Wales and Queensland (apart from the far north of 
Queensland).

Remembering rural Australia is part of a global market today, most of our commodity prices have 
remained very strong, and in many cases, have achieved record highs. A classic example of this has been 
the wool market, which in late 2018/early 2019 achieved record prices, but in recent times has marginally 
softened – but still is providing very strong returns of around 1,945 cents per kilogram. This together 
with a buoyant sheep meats market has meant that the earning capacity of sheep in general has been 
extremely strong during 2019. Other products such as beef, cereal grains and cotton have also remained 
relatively high, providing farmers with a reasonable cashflow throughout the year.

The downside has been the deterioration in the seasonal conditions, seeing many farmers having to sell 
down their breeding or capital stock, some now fully de-stocked, with many looking down the barrel of 
yet another year with little or no cash crop. This year’s national winter grain crop is forecast to be reduced 
by approximately 30%, whilst forecasts in NSW are down 68%, Queensland down 69% (all below the 5 
year average), whilst Victoria will increase by 29% (above the 5 year average).

With the year fast coming to a close the short-term weather forecast continues to predict hot weather 
with a continuing lower than average rainfall. Whilst the southern part of NSW and Victoria came through 
winter with a reasonable body of feed and relatively optimistic seasonal conditions, the north during the 
same period suffered dry winter conditions with a continuation of the dry and hot and unseasonally warm 
weather into spring, and now into summer. Given northern NSW and Queensland normally receive a 
reasonable amount of summer rain one can only hope that the summer storm pattern prevails yet again 
this year.
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THE MARKE T

The extraordinary fact during this now extended dry season across most of eastern Australia and some of 
the west has been that, both commodity prices and rural property prices have remained extremely strong, 
and generally during 2019 achieved record levels. 

As rural property marketing agents we have always operated on the following pretext:-

• Australia is a dryland continent which occasionally has good seasons 
Farm management should reflect this statement - and not the reverse

• It is not what one runs on a rural property, it is what is produced off it which is the significant factor   
This policy generally leads to lower risk and exposure for rural investors 

• Generally, two-thirds of total return comes from capital growth, with one-third from farm operating 
income. Therefore it is very important to, not only develop your farm, but also conserve it as well

The adoption of the above quotes on farm management practice has generally seen well operated farms, 
in particular, continue to increase in value, in many cases to record levels.

Traditionally the further we move into the pastoral zones the more income becomes important, however 
given the change of land usage (with meat sheep in particular seeing strong operating returns) capital 
growth has also been significant in recent times. This has become very obvious in pastoral Australia, 
where lease hold land as well has shown significant increases in value on a regular basis.

During 2019 farm price increases have been driven by a number of factors, including:-

• Reasonable seasons in southern NSW and Victoria have seen sales activity in their rural property 
markets, whereas in northern NSW and Queensland there has only been very limited activity, given 
the extreme dry rendering many properties unpresentable and with the prospect of very limited cash 
flow over the next 12 months;

• A general shortage of supply of quality land for sale within Australia;

• Strong commodity prices;

• An all time low cost of funds;

• An acceptance by asset allocators to include agribusiness as an asset class for institutional and 
corporate investors; 

• Focus on higher rainfall country - to reduce risk and uncertainty; and

• The introduction and success of meat sheep, in particular, to the pastoral zones.

During 2017/18 we saw prime dryland farming country on the Liverpool Plains, NSW make in excess of 
$7,500 per ha ($3,000+ per acre), with 2019 rates now up to and in excess of $10,000 per ha ($4,000+ per 
acre). This year we have also seen general mixed farming lands in the better rainfall areas make well in 
excess of $7,500 per ha ($3,000+ per acre) and in some cases now over $10,000 per ha ($4,000+ per acre).    

Similar price trends have taken place in both the inner and pastoral grazing and farming areas of Australia.

SALES

Generally, the two main factors influencing sales in 2019 have been strong commodity markets and, in 
recent times, poor seasonal conditions. 

Whilst farmers and graziers in areas subjected to serious ongoing dry seasonal conditions have been 
reticent to offer properties for sale due to their concern re presentation, and also possible short term 
cashflow, those land owners in areas which have had fair or reasonable seasonal conditions (e.g. Southern 
NSW, parts of Victoria or South Australia) have seen property markets at record levels. It is anticipated 
that broadacre farm cash income in 2019/2020 will drop by about 30% below the 10 year farm income 
average. 

Meares & Associates’ results for 2019 have reflected the above. The year commenced with the prospect 
of being a record trading year, however, the continuing dry in northern NSW and Queensland, and the 
late seasonal deterioration in the south saw many properties withdrawn from sale due to the unseasonal 
conditions. 
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Bundarbo Station - Southern NSW

Prestwick - New England

Parkway - Central North

Coreena East - Eastern Riverina

Widgee Waa - Southern Highlands

Bru Max Hu - New England

Pejar Park - Southern NSW

Yunnerman Station - Southwest Queensland

Those sales that have taken place, whilst not great in number, have been extremely strong.  
These included:-
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QLD Property sales 
gross value

Properties sold 
2019

Properties sold 
2018

Properties sold 
2017

Under $5m 17 31 40

$5m to $10m 14 17 23

$10m to $15m 18 12 10

Over $15m 22 14 13

Queensland showed the same trend – a reduced number of sales, but generally a strong market – 
especially in the corporate/institutional sector. See table below:-

THE FUTURE

We believe the future outlook for the agricultural sector remains strong. Whilst many of the above factors 
– both positive and negative will remain, the fundamental drivers in agriculture will include:-

• The amount of available farming land globally is decreasing annually

• The world population is increasing every year

• Global standards of living continue to rise

• Improvements in technology have meant that agricultural production has become more efficient,  
more productive and more innovative

• Global recommendation by asset allocators of agribusiness as an ‘asset investment class’ for 
institutional and corporate investors

• Continuing low cost of investment funds and strong commodity prices globally

Whilst we have seen significant capital growth in land values over the past 5 years there is no reason why 
current levels of value won’t at least remain, or increase, given that Australian land is globally regarded as 
relatively undervalued, with sustainability and profitability (without subsidies) remaining very strong. 

It is interesting to note that recently an agricultural cropping and livestock portfolio in NSW was recently 
re-valued; reflecting todays values over its previous 2015 assessment. Even given 3 years of very poor 
seasonal conditions, the capital value of the portfolio over that time had increased approximately 28%, 
from $15.2m to a current $19.4m.  This just highlights the importance of capital growth in investment 
returns.

Source: Beef Central Property Report – December 2019.
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What will 2020 and onwards bring in rural Eastern Australia? 
Given a return to reasonable seasons it is apparent that there will be more land for sale over the next 
12 months. This will be more the case with secondary rural property, as supply and demand for prime 
farming and grazing country will still remain a strong factor in underpinning values, with limited supply 
and continuing strong demand.

We therefore expect that prime farming and grazing land will remain firm with possible + or – 5% 
adjustments up or down. However, it is the market for secondary land which will see a reduction in values. 
This reduction could be as much as 10% - 20% below existing values. 

The role of the major Banks
One of the key factors influencing land values in 2020 and post drought will be the role of the major Banks 
– both in the financing of property acquisition and restocking (breeding stock and even seed grain). 

There will be extreme pressure on maintaining sensible pricing for replacement livestock and seed grain. 
It is our opinion that the Banks will adopt a policy whereby loans will be approved on the basis of a 
borrower’s ability to service the loan repayments in a proper manner, and the loan returns be profitable, 
i.e. they will be loathe to lend on highly inflated livestock or grain prices, as the income yields on those 
loans could possibly be negative. 

In other words, we predict that Banks will lend on a satisfactory yield basis – both for property acquisition 
and livestock or grain replacement. This will tend to take out significant spikes in most or all rural markets.

A worthwhile investment
It is our belief that rural property investment and agriculture generally will remain a very viable asset 
class and certainly a worthwhile investment, both on a returns basis and also from a capital investment 
perspective. This conclusion is obviously based on a return to reasonable seasons, which are now well 
overdue. 

Happy Christmas to you all and let us hope that 2020 brings continued good 
health and prosperity with drought breaking rains across the countryside. 

Best wishes from us all at Meares & Associates

Chris Meares       Vickie Jeffrey       Sam Johnston       Natasha Simmons


