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Cultivating Returns
CAN FARMLAND HELP INVESTORS’ PORTFOLIOS INCREASE THEIR HARVEST?

By Sherree DeCovny

migrate toward safe havens and focus on capital preserva-

negative correlation with other traded markets, especially 

world population and net income per capita are growing, 
and this trend is increasing the demand for higher-quality 

be a net exporter of meat, but growth rates have leveled 

demand side include worldwide mandates for using ethanol, 

According to HighQuest 

investors on opportunities 
within the agricultural 
sector, at least 75 million 
hectares of land will need to 
be brought into cultivation 

-
able for production world-

-
lion hectares were brought 
into cultivation during the 

lands are coming into pro-
duction in Eastern Europe, 
Russia, the former Soviet  
Republic, and Africa, al-
though large-scale invest-
ment has been put on hold 

be brought back into production, but that’s offset by taking 
existing cropland out of production in various parts of the 

by farmers, and land is handed down from generation to 

As a result, more children are leaving agriculture for other 

“We’ve bought small 600-acre farms that had 17 owners,” 

individuals, and foreign buyers, especially from Argentina 

DESIGNING A FARMLAND PORTFOLIO

-

risk varies between countries, and these exposures must be 

Another decision is whether to invest in permanent or 

contrast, row crops, such as corn and soybeans, are planted 

A third choice is whether to invest in productive or unde-

whether it is rain fed or irrigated, and they understand the 
-

essary to invest in the infrastructure to get the land back 

along with investing in undeveloped land in developing 
-

tiate a land concession, spending the money on the infra-

much faster rate than it would if you had acquired land in 
a developed market where it’s been farmed consistently for 

THE RETURNS

-
erty are the current yield from leasing the land and capi-

PROFESSIONAL PRACTICE
PORTFOLIO PERFORMANCE

Growth in world population 
and net income per capita 
is increasing the demand 
for higher-quality food 
and boosting the value of 
farmland.

An agriculture portfolio can 
consist of land in devel-
oped and undeveloped 
countries, permanent or 
row crops, and productive 
or undeveloped land.

Returns vary depending 
on the geography, but in 
the U.S., long-term returns 
have been comparable to 
the S&P 500.
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-

the state, the crops grown, and whether the land is irrigated 

interest rates are low, so the average return has decreased 

Ultimately, the expected return varies depending on the 

THE RISKS

-

Weather and natural disasters come as part of the package, 

to strap on your seatbelt and make sure that you don’t have 
too much risk on and ride through the unusual weather 

A near-term potential risk is an extreme run up in com-
modity prices accompanied by massive index fund buying and 

20,000 gallons of diesel per acre, and a big upswing in oil 

if the oil price collapsed to below 
US$50 per barrel, the ethanol pipe-
line would shut off and prices would 

Speculation by new types of 
owners could cause land prices 
to rise faster than normal, and a 

-

2010, the price variance on land 

75—a measurement of row-crop productivity given a cer-

people to manage farms and downstream activities (ele-
-

chase large continuous parcels of land complicates business 

Some investors shy away from developing regions that are 
going through transition because they lack control over an 

-

are making the proactive choice to invest in those markets,” 
-

holders in those markets develop best practices, improve pro-
ductivity, and stimulate economic activity in those regions 

IMPACT OF INSTITUTIONAL INVESTMENT

Africa, investors supposedly are negotiating large-scale con-
cessions for buying land, essentially obtaining free title to it 

“As in any industry, there always are going to be situa-
tions where operators do not apply best practices and are 

huge advantage for small stakeholders, who often are living 
hand to mouth and not farming land in an environmentally 

-

the level of services, and improve access to the markets by 

-

solid investment for those who have 
a long-term horizon and a lot of 

there are also opportunities to invest 
in companies that produce seeds, 
fertilizers, chemicals, and software 
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KEEP GOING

INSTITUTIONAL INVESTMENT IN 
FARMLAND CAN BE A HUGE ADVANTAGE 
FOR SMALL STAKEHOLDERS. LARGE 
INVESTORS HAVE THE RESOURCES TO 
TRANSFER KNOWLEDGE AND INTRODUCE 
BEST PRACTICES IN AGRICULTURE.


