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Area of investigation 



Topics of discussion 

• Introduction and Background 

• Aim and Objectives 

• Data and Methodology 

• Results 

• Conclusion and Summary 



General background 

• 247 titles (1 January 2005 to 31 December 
2010) 

• 145 titles researched (77 in the Steytlerville, 
68 Willowmore) 

• Average age: 53.7 years ANB 

• Ownership:  Legal entity 70.3% 

• Dwelling: 82.6% on the land 

• Professionally qualified: 73.9% 

• Marital status: ANC (but one) 

• Foreign passports: One 



Introduction and background 
• International trends 

• Farmland as investment option 

• Aesthetically appealing land 

• Average land value (2005-2010) around R1 850/ha 

• Investment land price ±R3 200/ha 

• 170% of average land value 



Information from the US 



What awaits us? 
• What could the possible impact of changed land-use be on 

a specific farm’s value and what could the impact be of the 
value of non-commercial farmland on farmland values in 
general? 

• Is the current formula approach based on productive value 
alone sufficient? 

• How would non-commercial farmland be valued in future 
by professional valuers? 

• How should financial institutions respond this? 



The changed value of farmland 

• Commercial value/production value 

• Market value/comparable sales 

• Farmland value fenced from recession (Painter) 

• ROI comparable to gold shares (Painter) 

• Market value vs. Investment value 

• Commercial viability vs. Future land value 

• “Supply” of land finite 

• “Demand” infinite 

• Supply & demand = price 

• International trend and issues 



Data and  Methodology 
• Quantitative research (questionnaires) 

• Qualitative research (personal interviews) 

• Comparative literature study (trends in North America, 
Europe and Australia) 

• Non-commercial (natural) land vs. Commercial (developed) 
farmland 

• Visual appeal, scenic beauty, aesthetic preserves 

• Non-exclusive (all can use/enjoy), non-rival (source is not 
diminished) 

• Rural market changes: farmland vs. other property sectors 



• Comparative Model (Market Value) 

• Commercial Value/Production Value 

• Growth Model (Investment Value and Capital Gains 

Value) 

• Option Value (Personal Value/Hedonic-Aesthetic 

Value/Pleasure Value) 

• Highest and best use 

Land valuation principles 



The Valuer’s Problem 
Analyses of valuation reports as well as interviews with valuers and 

buyers indicated that valuers continued to emphasise mainly 
traditional agricultural characteristics associated with production in 

the valuation of farms… . They concentrated on measurable 
characteristics and valuation reports were dominated by attributes 

associated with the agricultural potential of farms.  

This avoidance of lifestyle attributes or vague descriptions left 
valuers in a vulnerable position, as they struggled to balance 

agricultural and market value based on market sales comparisons. 
Most comparable sales used were those of agriculturally productive 

farms and focused on value attributes such as the extent of 
permanent crops, number of arable hectares, topography and 

improvements such as irrigation infrastructure. 

 Valuers concentrated on measurable characteristics that could be 
expressed in monetary terms (Rand per hectare) and assumed the 

typical buyers of these properties to be farmers. (Reed) 



Results 

• ”Farmland” multiple purposes 

• Investors vs. Farmers 

• Lifestyle farming vs. Farmstyle living 

• Steytlerville farm: 3000ha+ at R3 863/ha 

• Investment 

• Preservation 

• “Conservation” 

• Sustainable farming 

• Ecological awareness 



Results  – Farm prices 

• 247 titles (1 January 2005 to 31 December 2010) 

• 145 titles researched (77 in the Steytlerville, 68 

Willowmore) 

• Average price R1 487/ha  

• Highest price (larger farm) R3 863/ha (3 585ha) 

• 159% of  ‘average’ 



Results – Primary buyer motives 



Results  – Investment importance  



Basis for decision making 

• Nature of transactions 

• Choice of finance 

• Selling motives 
• Yield on investment 

• Professional advice 



Buyer behaviour – New value elements 

• Additional values attached to farmland 

• Cash purchases (reduced cost of capital) 

• Beauty (natural amenities) vs. Productivity 

• Elusive valuation characteristics (unimproved, non-
commercialised, undeveloped, pristine, new ‘highest-
and-best-use’ category) 

• Strong perceptions (“the most beautiful place on 
earth”) 

• Multifunctionality valuations, joint valuation of 
externalities 

 (Gómez-Limón & Arriaza) 



Traditional value model 



Adjusted value model 



New demand drivers 

• Changed land use, changed HBU, changed valuation 
approach 

• Future farmstyle living: wealthy, professional, 
independent, quasi-conservationists (as opposed to 
lifestyle farming) 

• High-rated investment driven by other business 
endeavours 



Unanswered questions 

• What will happen to the price of farmland in future? 

• Who will be the landowners of the future? 

• Is farmland a property sector or a strategic asset? 

• Should it be allowed that land is not farmed? 

• What is the value of a piece of farmland? Who is to 

determine that value? Are additional value elements 

becoming a permanent component of the value of a 

farm? 

• Is the nationalisation of farmland the future of food 

security internationally? 



Questions 

Thank you! 


