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Welcome to this quarter's Farming Update, which is produced by our Farming Research Group and reports on market and
administrative issues that affect farmers’ business decisions and on which they may need to act.

See the Farm Business News section for news of grant schemes and benchmarking opportunities that may be of interest.
Please contact me or our team for further information on anything you read here.

Stephen Whiteford, Editor

MARKET UPDATE

Arable crops (£ per tonne) A year ago November 2018 A year ahead
Beans 144 230 175
Oilseed Rape 294 316 320
Feed Barley 132 168 140
Milling Wheat 148 176 160
Feed Wheat 143 173 150

Livestock (£ per kilo dead weight)

Beef cattle 3.92 3.77 Remain stable
Lambs 3.98 3.92 Possible decrease
Milk (per litre) 30.44 (Sept 2017) 30.63pp! (Sept 18) Likely decrease

Sources

Arable crops: AHDB & FW. Prices are ex farm. Future prices are indicative bids from agricultural traders.
Livestock: FW. Beef R4L steers and lamb R3L specification. Future prices from outlook reports.

Milk: DEFRA.

ARABLE CROPS

Global: Wheat

The global picture this autumn is dominated by the dry conditions in northern Europe and the drought in Australia both
of which have reduced the competitiveness of their respective wheat sales to the global market and left space for competitors,
such as Russia, to increase their market share in Asia and Africa. Australia has diverted much of its crop back to their
domestic market (rather than export) to help provision the country during the drought.

Remaining stocks from last year’s record breaking harvest in Russia are helping to further boost an already respectable 2018
harvest and making Russian wheat very competitive especially at a time when European and Australian wheat has lost market
share.

The USA has also had a good year in terms of wheat production but is competing with Canada for market share, both are
sitting comfortably though, due to the gaps left by other major producers and the continued increase in global consumption.
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Global: Oilseeds

The biggest ripple in the global market of oilseeds has been made by the trade tariff stand-off between the USA and China. It
has meant that the USA, which usually exports large amounts to China, has had to offload its soya harvest on the rest of the
world. Soya bean output in the 2018/19 marketing year is set to exceed production, leading to ample supplies. However,
prices are set to firm up for both soya and EU rapeseed.

UK

Domestic prices reached highs of £180/T for feed wheat and over £210/T for malting barley during the summer/early autumn
(for November deliveries), as reports of poor yields from across Europe reduced EU crop estimates and fanned flames about
the prospect of the UK crop. Since then the wheat price has dropped back in the UK in part because of world supply including
in particular Russia (see above) but also because the two large bioethanol plants Vivergo and Ensus have shut up shop.
Vivergo is reportedly stopping for good, whereas Ensus is not thought to be a permanent shut-down. This is expected to
release up to 1 million tonnes of wheat back onto the UK market, and so it was not surprising that the wheat price dropped
£5/T in the week that the second (Ensus) closure was announced.

Looking ahead to the 2019 crop, the forward prices look relatively attractive despite recent falls; they were carried higher over
the past year by the 2018 values (which were based on concerns about supply and other uncertainties in the markets). With
good conditions throughout much of the northern hemisphere this autumn, analysts are optimistic about the likely size of the
2019 crop (e.g. the IGC is forecasting an increase in the world wheat area for the 2019 harvest), and if that comes to fruition
then the regional markets will be well supplied, leading to falls in prices which will be particularly relevant if the UK is having
to export wheat.

Brexit is adding to the uncertainty around the markets and, as such, merchants are offering wheat on ‘tarriff free’ prices. A
tariff free price means that the price paid will be honoured and the wheat will be used within the UK. It is not possible to sell
malting barley forward for harvest 2019 (as most of this is exported), but farmers can take the feed price and add the malting
premium later. If we exit with no deal and have to rely on WTO terms, the tariffs to sell into the EU will be €90/T for cereals
which is clearly punitive.

2018 HARVEST

Harvest 2018 was characterised by autumn crop establishment in rather wet conditions followed by a prolonged winter which
delayed spring drilling, and subsequent drought conditions lasting into August. The East of Scotland saw only 80% of the
1981-2010 average summer rainfall, whilst the UK overall received 73% of the average. The Scottish mean summer
temperature was 1.1°C warmer that the average, with 123% of the average sunshine hours.

The implications of a difficult season are widespread. Total cereal and oilseed rape production, the area grown and yields in
Scotland are estimated to have decreased in 2018 compared to the previous year.

Spring barley yields are expected to be lower by 10% compared to previous year, at around 5.3t/ha. This decline is probably
due to poor performance of spring barley sown early in the spring, while crops that were sown after the heavy snow storm,
‘The Beast from the East’, did better. Winter barley yields are expected to increase by around 3%, to around 7.6t/ha.

Winter wheat yields are estimated to have stayed the same over the last year. It is thought that yields are likely to remain
steady at around 8.1t/ha. Oats have also remained relatively steady with yields expected to decrease slightly by about 1%, to
5.6t/ha.

Oilseed rape yields have been estimated to decrease by around 9%, to 3.8t/ha. However, oilseed rape estimates are not as
reliable as other crops due to small amount grown.

The trend was that 2018 spring crops were more affected by the challenging season than winter crops because the latter

established well in the autumn. However some second wheats that established in wet conditions never really developed deep
rooting and hence suffered more when the drought kicked in.
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2019 CROP ESTABLISHMENT

Despite oilseed rape being drilled in a very dry August, well timed rains at the end of the month and into September
helped many crops establish well. Cabbage Stem Flea Beetle pressure was high this year in some areas, but Scotland
fared better than England where there was significant leaf loss and some total crop failures. Slug pressure was generally
low and manageable. Crops are heading into the winter looking well, aided by sufficient rain and warm temperatures to
facilitate growth.

Autumn establishment of winter wheat and barley has been very successful. The weather caused no delays in sowing
and early weed sprays were applied in good time. There was some concern about aphid numbers in the long warm autumn,
but although the numbers of flying aphids were higher than usual, there were not so many colonies in the crops. Slugs have
had little impact - crops got safely to the two-leaf stage quickly and only a few heavy, cloddy spots required treatment.

LIVESTOCK

Beef and cattle

The extreme weather of 2018 has made its mark on pork, beef and lamb production, according to AHDB’s latest Red
Meat Outlooks.

Strong beef demand and shortages of forage saw the slaughterings of cull cows increase by 30,000 head which could
lead to a 2% reduction in the breeding herd. This could be exacerbated if we get a hard winter causing further forage
shortages in the spring. That said, the relatively dry autumn has allowed cattle to stay out until well in to November in many
parts of the country.

Prime finished cattle prices are holding firm at similar levels to last year but store cattle and calf prices have fallen
significantly as rearers and finishers remain cautious with the reduced forage and high feed price situation.

Lambs and sheep

Defra census figures suggest that the UK lamb crop for 2018 could be around 1 million head (4-5%) lower than 2017,
mainly due to the high level of on farm deaths in the spring, particularly in Scotland and Wales where conditions were
particularly harsh. This has led to lamb prices remaining stable and at levels similar to last year.

The summer drought has led to some lambs being sent to slaughter at a lighter weight than would usually be seen, and these
unfinished lambs have seen lower returns.

Breeding sheep sales (and thus demand) have been affected by the uncertainty of Brexit and poor forage availability on
farm, with prices for Gimmer lambs currently averaging around £80 per head compared to £100 a year ago.

Dairy

Good milk yields in the UK through the drought this summer were largely supported by feeding out forage early. As
farmers look to avoid the high costs of maintaining yields with expensive bought in feeds, milk production is likely to fall through
the autumn. A fall in production has however been avoided until recently as the mild and relatively dry autumn has allowed for
good grass growth.

To further squeeze the profit margins this autumn (along with the expensive feed costs), the milk price is likely to fall in
December driven by a general fall in commaodity prices seen since September.

The long term futures prices of dairy commodity prices are looking increasingly volatile; this volatility is encouraged by
Brexit deal uncertainty. Irish milk processors have begun to stockpile cheddar in the UK in preparation for a no-deal Brexit, to
avoid tariff barriers on the sale of their produce.

In terms of cow prices, according to AHDB figures, the average price of freshly calved heifers was £1,288/hd in October which

is 4.6% down on the September average and 6.4% down on 12 months earlier. Freshly calved cows averaged £1,110/hd
which was marginally up on the September average and 7.4% down on 12 months earlier.
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FERTILISER & FUEL

There have been dramatic increases on the price of fertilisers in the last year. With Ammonium Nitrate (AN) produced in
the UK increasing by 31% to £260/T (27% to £245/T for imported AN). This has largely been driven by higher gas prices in
Europe. Once again, those in a position to buy and take delivery early in the season appear to have benefitted from the best
seasonal prices (c.£220/T for UK AN), and those who — either for cash flow or logistical reasons — cannot buy early are paying
20% more.

Triple Super Phosphate (TSP) has also seen a dramatic increase in value to £329/T (24% on last year), due to a slowdown
in global production.

Meanwhile, Muriate of Potash (MOP) has only seen an increase of 7% to £270/T.

Red diesel has increased 25% in price to 67.05ppl in the last year, whereas diesel at the pump has increased by 13.5%
to 136.63ppl. Such increases will have a large impact on the costs of farming operations.

FARM BUSINESS NEWS
AHDB Farmbench

AHDB are launching the latest version of their Farmbench programme at the beginning of December. They have set a target
of collecting enterprise costings from 1,200 cereal farmers throughout the UK for 2018 harvest. The Perth S&P farming team
have been commissioned to gather sets of data from East Lothian, Fife, Perthshire & Angus with a target of a dozen sets of
data from each of these areas. This offers an opportunity for arable producers to receive free assistance to assess the current
performance of their arable enterprises. Livestock enterprises can be included — the only condition is that there is at least one
cereal crop. Data entered on to the system will be used for benchmarking purposes and treated anonymously. If you are
interested in participating, please get in contact with a member of the team.

AECS

The window to apply for Agri-environment schemes will open on the 1% of January 2019 for an expected deadline at some
time during April. This could be the last opportunity to apply for a 5-year scheme under the current AECS programme. If you
are interested in finding out more or would like to have a free no obligation farm visit to look at the options that are available
to you, then please get in touch.

SSBSS

With this being the final Farming Update of the year, it would be timely to remind beef producers to submit their claims for all
calves born up until the 2" of December 2018 inclusive by the 31t of December.

Report Report Brochure
Land Business Tracker Agriculture Bill Summary Strutt & Parker Farming
struttandparker.com/tracker struttandparker.com/ag-bill struttandparker.com/farming-brochure
Report Report Blog
Health & Safety Update Farmland Market Review Land Business Update
struttandparker.com/health-safety struttandparker.com/cfa View all: struttandparker.com/blog
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National Contacts

Farm Research Group Chairman
George Chichester MA FRICS FAAV
01635 576914
george.chichester@struttandparker.com

Land Research Group Chairman
Charlotte Kershaw MRICS ACIArb
01273 407019
Charlotte.kershaw@struttandparker.com

Farming Department

Will Gemmill BSc FAAV MBPR
01223 459471
will.gemmill@struttandparker.com

Land Management

James Farrell BSc MRICS FAAV
01423 706770
james.farrell@struttandparker.com

Development & Planning

Simon Kibblewhite BSc (Hons), BA, FRICS MCIArb
020 7318 5177
simon.kibblewhite@struttandparker.com

Research

Jason Beedell MRICS PhD BSc(Hons)
07795 651493
jason.beedell@struttandparker.com

Farming Departments

Cambridge 01223 459500
Chelmsford 01245 258201
Morpeth 01670 516123
Newbury 01635 576914
Northallerton 01609 780306
Norwich 01603 617431

Accounting & Taxation Services
Alex Heffer FCCA

01245 254656
alex.heffer@struttandparker.com

Energy

Alexander Creed BSc (Hons), MRICS FAAV
020 7318 5022
alexander.creed@struttandparker.com

Building Surveying and Architecture
Tony Saffery BSc (Hons) MRICS
01483 383098
tony.saffery@struttandparker.com

National Estate Agency

Guy Robinson BSc (Hons) MRICS
020 7318 5175
guy.robinson@struttandparker.com

Estate & Farm Agency

Michael Fiddes

01223 459500
michael.fiddes@struttandparker.com

Oxford 01865 366700
Perth 01738 567892

St Albans 01727 840285
Salisbury 01722 328741
Stamford 01780 484040

Harriet Ross

Farming Consultant

01738 783358
mary.munro@struttandparker.com  stephen.whiteford@struttandparker.com harriet.ross@struttandparker.com

Mary Munro
Head of Farming (Scotland)
01738 783354

Stephen Whiteford
Farming Consultant
01738 783355

Every effort has been made to ensure the information provided within this document is fully accurate. However Strutt & Parker accept no responsibility if recipients should act upon any of the
information without seeking the appropriate professional advice.
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