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WHY USA? 

 Ability to deploy capital in a large, transparent land market. 

 Developed and sophisticated agricultural industry with a focus on adopting innovative technology 

and farming practices which allows them to remain globally competitive. 

 A business structure of family farming units. 

 Opportunity to spread operating costs through different farming arrangements. 

 Proven and well-established land tenure legislation. 

 Government support for agriculture and more specifically crop insurance which can provide 

downside protection for yield and price. 

 Economic stability. 

 Agricultural land values are directly correlated to agricultural production and earnings. 

 Relative ease and flexibility of deployment, management, exit and returns. 

WHY THESE STATES IN THE USA? 

This list is not exclusive and there may be acquisitions in other states depending on the opportunity 

and adherence to the investment criteria and management capabilities. 

 Target states for initial investment include: 

 DELTA – has a longer growing season, and offers double cropping (wheat/soya) and high 

rainfall and ground water availability; 

 ILLINOIS – provides exposure to maximum productivity of Corn Belt soils. While land prices 

are comparatively high, the opportunity lies in buying lower class dryland and adding value 

by combining deep-drip irrigation with higher-yielding crops; 

 COLORADO – offers scale and diversity at good land values across dry and irrigated land 

types. Crop insurance underpins dryland farming, potentially offering the scope for 

exceptional returns during productive seasons; 

 NEBRASKA – benefits from the largest aquifer in the US with well regulated and developed 

controls on irrigation and ground water extraction/use; and 

 WASHINGTON – coastal climate with relatively more traditional production practices with a 

smaller, less competitive market than the Mid-West and Corn Belt. 

(Please see Appendix 1 and 2 for more detail). 

 The reason for choosing the above states is to provide geographic, climate and crop diversity 

across the investment portfolio. 

 Other factors include: 

 Where corporate ownership is allowed. States that impose limits on corporate ownership 

include Wisconsin, Iowa, Oklahoma, Kansas, Minnesota, Missouri, North Dakota and South 

Dakota; 

 Avoiding areas which are affected by factors such as residential and amenity drivers of value 

(e.g. the Northeast); 
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 Earnings compared to value (i.e. yield); 

 Ability to deploy capital; 

 Strength and depth of Agricultural Asset Management’s local expertise 

 Soil types and flexibility of use; 

 Availability of sophisticated and well-developed farming practices; 

 Experience in different farming arrangements such as cash rental, crop share and custom 

farming; 

 Rainfall and water availability (sustainable aquifer, ground water availability and longevity); 

and 

 The relative location to market in which specific crop types are marketed. This has an impact 

on crop values due to freight costs incurred to reach those markets (e.g. alfalfa and garbanzo 

beans in Washington which are transported to Pacific ports for export; wheat and sunflower 

in the Mid-West marketed to local consumer mills and crushers; maize and soya in Illinois to 

the bio-Ethanol and soya crushing plants and export terminals; and maize, cotton and soya in 

the Delta both exported and transported to local crushing/processing facilities). 

Finally, these are states where agricultural land values are supported by their earning capacity; i.e. 

capitalised rental value achieves or exceeds the capital value of land at the prevailing interest rate. 

This will flex during periods of low commodity prices but a spread of exposure across a specific 

portfolio of land, selected to provide sustainable economic returns and steady growth supported by 

economic yield, is the core investment management objective. This is demonstrated in the table below 

which capitalises the earnings (rent) at prevailing interest rate and compares it with the land value. A 

price to value ratio of 1 or less demonstrates this to be the case.  

PRICE TO VALUE RATIOS IN SELECTED STATES 

REGIONS 

CROPPING 

TYPE 

LAND PRICE 

($/AC) 

CASH RENT  

($/AC) 

CAPITAL 

RENTAL 

VALUE 

CAPITAL 

RENTAL 

VALUE 

RATIOS 

PRICE-TO-

VALUE 

RATIOS 

Pacific Northwest Dryland 3,000                120  4% 3,000 1.00 

Pacific Northwest Irrigated 11,000                450  4% 11,250 0.98 

Mountain Dryland 1,300                  52  4% 1,300 1.00 

Northern Plains Dryland 6,500                275  4% 6,875 0.95 

Northern Plains Irrigated 11,000                450  4% 11,250 0.98 

Corn Belt Dryland 11,000                425  4% 10,625 1.04 

Corn Belt Irrigated 10,000                400  4% 10,000 1.00 

Delta States Irrigated 5,000                250  4% 6,250 0.80 

WHY THIS APPROACH? 

 Geographically diversified production combined with crop and land market diversification delivers 

diversified farm performance (see Appendix 3). 

 Capitalise on family farm ownership in the US, working with local progressive farmers not in 

competition with them. 
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 Work with well-established local relationships and knowledge to access off market land 

opportunities where vendors seek private sales for a variety of reasons, such as: 

 End of long term family ownership for partial or full equity release on retirement or change 

in family circumstance (no successors); 

 Opportunity to release capital and still farm the land via lease or contract back to the vendor; 

 Identify and utilise the ambition and business drive of many best in class farmers/farm operators 

who seek to expand their farming operational base to spread costs, grow their business and 

access a greater acreage.  Those farmers (largely own their business and are self-employed) are 

better able to withstand margin squeeze than corporate farming structures and will remain keen 

to maintain or boost their farm acreage to spread cost and provide recovery on their sunk 

operational capital costs (i.e. machinery and labour units). 

 Utilise different land tenure / operating arrangements that spread risk  

 Cash lease (1-5 years duration – or longer by agreement); 

 Crop share/flex rent; and 

 Custom farming. 

 Family farm units provide flexibility and maximises opportunities for value on entry and exit (as 

opposed to single large scale corporate farming model and transaction). 

WHY AMERICAN FARMS LLC? 

 Long established experience and track record in the sector and of managing portfolios with varied 

land management systems and agreements. 

 DNA of the manager is agriculture - land acquisition and sales, land valuation, farm management, 

crop production and marketing experience.  

 Long established track record in farm and land management in the USA. 

 Synergies of global production and management experience with experienced local delivery – 

implementing best practice and innovation locally through combining management experience 

across the portfolio. 

 Ability to identify acquisition opportunities which add value to land investment performance 

through: 

 Installation of deep drip irrigation systems using less water and less power than conventional 

irrigation allows both reduced costs and greater efficiency and change of land class and 

productivity; 

 Laser land levelling (Delta states) for flood irrigation to change land class (increasing 

productivity), lowering costs and increasing efficiency of irrigation compared with pivot 

systems; and 

 Bringing new cultural practices and techniques to regions, such as “No-Till” to Washington 

State (conserving soil moisture, raising soil organic matter, etc). 
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APPENDIX 1 – GEOGRAPHICAL DIVERSIFICATION 

The fund will invest in a diversified US dryland and irrigated cropping portfolio  

REGIONS 
 Pacific Northwest 

 Mountain 

 Northern Plains 

 Corn Belt 

 Delta States 

TARGET STATES 
 Washington 

 Colorado 

 Nebraska 

 Illinois 

 Arkansas 

 Louisiana 

 Mississippi 

FARM TYPES 
 Irrigated 

 Dryland 

CROPS 
 Rice 

 Cotton 

 Winter Wheat 

 Hard Red Spring 
Wheat 

 Corn 

 Soya  
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APPENDIX 2 – STATE ATTRIBUTES AND STRATEGY 

 DELTA ILLINOIS COLORADO NEBRASKA WASHINGTON 

RANGE OF FARM 

SIZE  

(i.e. PURCHASES) 

2,000-5,000 acres 160-320 acres 1,000-2,000 acres 160-1,500 acres Dryland 1,000 acres 

(irrigated 160 acres +) 

SOIL 

CLASSIFICATION 

Clay is suited for rice 

production and loams well 

suited for row crops. 

Silty clay loam is high in 

organic matter, producing 

high yields of corn and soya 

beans 

Sandy to silty clay loams, 

largely dryland farming of 

wheat, sunflower, sorghum. 

Sandy loams in North/North 

East of the state suit a wide 

range of row crops, potatoes 

and alfalfa. Further east in 

the state gives way to silty 

loams and silty clay loams. 

In the dryland ‘Palouse’ 

region soils are deep silt 

loams forming a spectacular 

dune landscape. Irrigated 

Colombia River Basin has 

similar silt loams over gravel. 

DRYLAND There is some dryland 

available in the Delta but 

large tracts of C class 

properties are extremely 

hard to find. With the 

increased crop pricing over 

the past several years there 

has been a large shift from C 

class (unimproved ground) 

to B class (pivot irrigated) 

property. 

Quality grade A dryland in 

Illinois trades in line with 

other Corn Belt states. Class 

A ground with 5 year yield 

history of 190 bu for corn 

and 55 bu for soy irrigation. 

Class A land will only be 

purchased if the price is 

acceptable (i.e. 4% yield), 

otherwise lower class 

dryland will be purchased 

and the value and yield will 

be improved with irrigation 

and drainage. 

Low-cost dryland farming at 

scale using skip-row corn 

where appropriate, wheat, 

sunflower, sorghum and 

fallow (subject to region-

specific rainfall). Low-cost 

farming is rewarded in years 

of high rainfall; downside 

underpinned by crop 

insurance. Some opportunity 

for conversion of livestock 

land to cultivation (change in 

family ownership). 

Dryland cropping areas 

centred around South 

Eastern part of the state 

(Lincoln) with annual 

precipitation around 35 

inches/annum giving “safe” 

unirrigated yields at scale. 

The dryland region in 

Eastern Washington grows 

wheat and pulses in 

frequency that is 

determined by the level of 

precipitation in the area. 

Although this region 

presents climate risk, the 

lower cost, diversified 

geographical investment 

strategy and crop insurance 

will mitigate risk of low 

rainfall. 
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 DELTA ILLINOIS COLORADO NEBRASKA WASHINGTON 

IRRIGATION Land can be levelled and 

irrigation developed for flood 

irrigation of rice, and furrow 

irrigation of row crops. Pivot 

irrigation is used efficiently 

on property not economically 

justifiable for levelling. 

Class B ground on the 

Mahomet aquifer that will be 

easily sub-irrigated. The 

investment in sub-surface 

drip irrigation is justified by 

the increase in capital value 

of the land and by the 

increase in yield and 

operational return. 

No irrigated land targeted. Developed irrigation 

infrastructure based on 

centre-pivot irrigation which 

is powered with electric or 

gas pumps. Well-developed 

and regulated irrigation 

controls. Opportunity to 

purchase rolling pivot land at 

value (e.g. North of Kearney).  

The Colombia River Basin is 

an area with huge water 

availability distributing 36 

inches of water through canal 

infrastructure.  

VALUE-ADDING 

STRATEGY 

The ability in the Delta to 

develop unimproved 

properties to take advantage 

of the arbitrage that 

improvements bring from 

market pricing. Opportunity 

to level pivot B ground to 

level A property limited to 

locations where the capital 

expense to move the soil to 

grade is very low (i.e. 

quantity of soil to be moved). 

Invest in sub-surface drip 

irrigation to take grade B land 

to grade A. Investment in this 

relatively new irrigation 

technique will see improved 

yields, reduced energy costs 

and reduced water use 

compared to other irrigation 

types. This will improve 

operational return but also 

achieve faster equity growth. 

Conversion of livestock and 

Conservation Reserve 

Programme (CRP) land to 

production land at the end of 

the CRP and on land with no 

erosion or other 

environmental risks (i.e. 

where land was committed 

to CRP within the last 

agricultural downturn). 

Nebraska presents an 

opportunity to access large 

areas of land with high levels 

of groundwater, subject to 

purchasing farms with the 

required access to the 

aquifer and National 

Resource District (NRD). Crop 

market volumes driven by 

very well developed feed and 

seed processing, animal 

feeding and ethanol plants.  

High levels of cultivation 

currently being carried out in 

the dryland region. Hihgly 

experienced “No-Till” 

operators to be utilised to 

drive production in this area 

(lower cost, moisture-

retentive practices). Develop 

sustainable high value crop 

rotations on the irrigated 

Basin. Access to lucrative 

alfalfa export market and 

high value crops for domestic 

markets on Western 

Seaboard. 

 
 
  



US FARMLANDS 
The Investment Case 
December 2014 
 

 

American Farms LLC is a subsidiary of Agricultural Asset Management, and has entered into two joint ventures with Ritter Agribusiness in the Delta and Farmland Opportunity Partners LLC in the Corn Belt.    |  7 

APPENDIX 3 – PROFORMA PORTFOLIO OVERVIEW 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Returns are indicative only. There can be no guarantee that the returns will be achieved in the future and land values may fall. 
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TOTAL ALLOCATION (ACRES) TOTAL ALLOCATION (US$)

TOTAL Delta States Corn Belt Pacific Northwest Northern Plains Mountain

IRR (pre tax) 10.05% 10.02% 10.13% 9.79% 10.13% 9.57%

EQUITY INVESTMENT ('000 USD) $    99,540 $     35,000 $    32,200 $       11,900 $     12,250 $      8,190 

ALLOCATION OF INVESTMENT 100% 35% 32% 12% 12% 8%

ALLOCATION OF ACRES 100% 35% 16% 11% 7% 32%

TOTAL OWNED ACRES 28,500 10,000 4,500 3,000 2,000 9,000 

TOTAL CROPPED ACRES 31,900 13,400 4,500 3,000 2,000 9,000 

Rice 2,800 9% 2,800 21% - 0% - 0% - 0% - 0%

Corn 6,300 20% 1,600 12% 3,500 78% 200 7% 1,000 50% - 0%

Soy (Double Cropped w/Wheat in Delta) 5,400 17% 3,400 25% 1,000 22% - 0% 1,000 50% - 0%

Wheat (Double Cropped w/ Soy in Delta) 7,067 22% 3,400 25% - 0% 667 22% - 0% 3,000 33%

Cotton 2,200 7% 2,200 16% - 0% - 0% - 0% - 0%

HRSW 667 2% - 0% - 0% 667 22% - 0% - 0%

Garbanzo 667 2% - 0% - 0% 667 22% - 0% - 0%

Alfalfa 800 3% - 0% - 0% 800 27% - 0% - 0%

Sunflowers 3,000 9% - 0% - 0% - 0% - 0% 3,000 33%

Fallow 3,000 9% - 0% - 0% - 0% - 0% 3,000 33%


