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The Australian Farmlands Fund (the Fund) 
posted a fl at return of 0.64% for December, 
with little movement in the value of water 
entitlements.

About 76mm of rainfall was recorded against 
a long-term January average of 34mm in the 
fund landscape.

The above-average rainfall can be attributed to 
58mm falling in two days as Summer storms 
rolled across Victoria mid-month. Intense storm 
rainfall events are not always welcome in a 
high-value annual cropping program; however, 
this rain has been benefi cial in reducing the 
need for valuable irrigation water during the 
peak irrigation period. 

About 100mm of rainfall per hectare equates to 
1ML/ha of irrigation water applied. The current 
spot market price for Goulburn allocation 
water is about $750/ML. Therefore, 58mm of 
rainfall equates to $435 of rainfall per hectare 
or $43,500 across 100ha of tomatoes. Unlike 
many agricultural operations, which don’t 
recognise the opportunity cost of irrigation 

water, Kilter Rural’s strategy for the Fund 
ensures farming operations have suffi cient 
irrigation-water available from the ownership 
of high-reliability entitlements. Therefore, any 
additional water available and not utilised 
throughout the growing season can be sold 
into the allocation market to generate a return 
for the Fund. 

In the latter half of 2019, the Indian Ocean 
Dipole (IOD) registered near-record high 
numbers, indicative of very cool waters 
persisting off the north-west coast and 
restricting the potential for important source 
of atmospheric moisture to track and cause 
rain over south-eastern Australia. Together, 
with El Nino-like conditions (though not 
reaching El Nino thresholds), these drivers 
were signifi cant contributors to last year 
being the warmest and driest year on record 
in Australia. A further accentuating factor was 
the Sudden Stratospheric Warming (SSW) 
that during spring caused an unusually 
extended period of warm and dry westerly 
winds over the central and eastern inland. 

By late December, the near-record positive 
IOD had returned to a neutral phase that is 
usual when the seasonal monsoonal pattern 
overwhelms. It then becomes the major driver 
for Summer rainfall over the continent.

As a result of the IOD, ENSO (El Nino-La 
Nina) and SSW diminishing or becoming 
more neutral over the past six weeks, the 
outlook has returned to a nearer-average 
rainfall pattern over eastern Australia and the 
Murray Darling Basin for the remainder of 
Summer and into Autumn. 
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The Australian Farmlands Fund provides an opportunity for sophisticated and 
wholesale investors to access an agribusiness portfolio of irrigated farmland, 
water and environmental assets in the southern Murray-Darling Basin. 
Financial returns are delivered through the renewal of underutilised irrigation 
farming operations to deliver high value organic and conventional crops, 
sustained by ecosystem protection and enhancement to deliver long-term 
returns to investors.

The investment incorporates the Australian Farmlands Fund as the primary 
investment entity and the Australian Farmlands Operating Fund, which 
undertakes the farming operations. References to Australian Farmlands Fund  
is to the consolidated fi nancial and operating position of the two funds.

Kilter Pty Ltd (trading as Kilter Rural) was founded in 2004. 
Kilter Rural’s purpose is to build long-term value for investors 
through resilient farmland and water investments. It is one 
of Australia’s largest water fund managers, and manages 
more than $440m of water, farmland and ecosystem assets. 
Information memorandums for the Kilter Water Fund and 
Australian Farmlands Fund were approved and released in 
March 2019, with the Murray-Darling Basin Balanced Water 
Fund information memorandum approved and released in 
October 2019.

Strategy Fund Manager Background

Disclaimer
The information contained in this report is general information only about the Australian Farmlands Fund and Australian Farmlands Operating Fund (the Funds) and does not take into account any person’s objectives, fi nancial 
situation or needs. You should seek appropriate professional advice if, as a result of reviewing this information, you are deciding whether to invest, remain in, or invest further, into the Funds. You should otherwise make your own 
independent investigation and analysis regarding any information contained in this report. 
This report may include forward looking statements, which involve known and unknown risks, uncertainties and factors beyond the control of the Funds’ trustee, its offi cers, employees and agents that cause the actual results or 
outcomes to be materially different from those expressed or implied by such forward looking statements. Past performance is also no indication or guarantee of future performance.
To the extent applicable, Kilter Investments Pty Ltd reaffi rms the disclaimer information included in the information memorandum for the Funds dated 13 March 2019, as amended from time to time.
The information provided in this report is private and confi dential and should not be provided to third parties without the consent of the Trustee.

Monthly Performance %
(net of fees and expenses)

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

2020 0.64 0.64

2019 2.35 -0.28 -0.24 -0.30 -0.57 0.01 0.07 2.21 0.21 1.51 1.46 -0.01 6.56

2018 0.00 -0.23 -0.13 -0.36
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The Australian Farmlands Fund (the Fund) 
generated a negative return of -1.01% for 
February.

This result is attributed to the movement in 
entitlement values as the market responded 
to widespread rain across the southern 
Murray-Darling Basin (sMDB). These events 
resulted in some signifi cant rainfall totals in 
sMDB catchments in the fi rst week of March. 
However, the impact on volumes held in 
storage has been negligible as the extremely 
dry state of the catchments limited runoff.  

During February about 7mm of rainfall was 
recorded across the Fund landscape against 
a long-term month average of 28mm, with a 
persistent easterly system the prevalent driver 
of weather across the Eastern seaboard.

The large rainfall totals recorded in some areas 
of New South Wales throughout February 
largely missed sMDB catchments with 
the exception of the Murrumbidgee which 
received some useful totals.  
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Figure 1: Tomato crop after 84mm of rain.
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This situation changed in the fi rst week 
of March with the remnant moisture from 
ex-tropical cyclone Esther delivering rainfall 
totals of more than 100mm in some parts of 
the sMDB. In the main, however, the heaviest 
falls missed the important upper Murray and 
Goulburn catchments.  

During this period the Fund landscape 
experienced its heaviest 24-hour rainfall event 
in nearly a decade with 84mm of rain recorded 
at the site of the tomato crop. Fortunately, the 
site design and layout worked perfectly to shed 
excess water eliminating any potential crop 
impairment (Figure 1). Within 24 hours the site 
was fully drained (fi gure 2).  

Overall, this event has been extremely positive 
for the Fund in both reducing the need to use 
valuable irrigation water on the current crop 
as well as building the soil moisture profi le and 
thereby increasing winter cropping options. 

In February, Kilter Rural hosted the President of 
Kagome for a tour of the Funds’ tomato crop. 
Kagome is a Japanese-based global leader in 
food production and processing with operations 
in Europe, the US and Asia. 

Within Australia, Kagome is a major supplier to 
the food service sector with customers including 
Rosella, Pizza Hut, Masterfoods and Leggos, 
supplying tomato paste and a range of tailored 
food ingredients. 

The Kagome plant, located at Echuca in northern 
Victoria, is the largest of its kind in Australia. With 
more than 250 employees it is the largest single 
employer in Echuca and a major contributor to 
the local economy. 

In its home market, where it was established in 
1899, Kagome is a household brand producing 

a wide range of fruit and vegetable based juices, 
sauces and related products (Figure 3). Recent 
consumer polling has revealed that Kagome 
is recognised as the most trusted food and 
beverage brand in Japan.  

Kilter Rural has been growing fi eld tomatoes
for processing at Kagome’s Australian base 
since 2014 when it delivered its fi rst harvest
at 6000 tonne. 

In the past six years Kilter Rural has strengthened 
this key stakeholder relationship and grown its 
total annual tomato harvest to 75,000 tonne 
in 2020.  This equates to more than 40% of 
Kagome Australia’s total tomato processing 
capacity and makes Kilter Rural the largest 
grower of fi eld tomatoes in Australia.  

In the lead up to the 2020 summer cropping 
season, Kilter Rural recognised that prices for 

water allocation would be high as markets 
reacted to short supply and the ongoing increase 
in demand from high value crops, largely from 
perennial horticulture. This had the potential to 
compromise Fund operating margins. However, 
through a process of information sharing on key 
water market drivers, Kilter Rural negotiated a 
new growing contract for the Fund. This included 
a signifi cant uplift in the $/tonne price in order to 
grow a new higher value variety of tomato for the 
Japanese juice market, not previously outsourced 
to a grower external to Kagome. 

This existing long-term relationship is a
typical example of the Funds’ strategy to
de-commoditise its revenue streams to 
maximise yield and minimise revenue volatility 
through established offtake agreements.
The Funds’ inaugural tomato crop is set for 
harvest in late March.

Figure 2: The tomato crop fully drained 24 hours after the heavy rainfall. 

Figure 3: Kagome retail product in Japan.
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The Australian Farmlands Fund provides an opportunity for sophisticated and 
wholesale investors to access an agribusiness portfolio of irrigated farmland, 
water and environmental assets in the southern Murray-Darling Basin. 
Financial returns are delivered through the renewal of underutilised irrigation 
farming operations to deliver high value organic and conventional crops, 
sustained by ecosystem protection and enhancement to deliver long-term 
returns to investors.

The investment incorporates the Australian Farmlands Fund as the primary 
investment entity and the Australian Farmlands Operating Fund, which 
undertakes the farming operations. References to Australian Farmlands Fund 
is to the consolidated fi nancial and operating position of the two funds.

Kilter Pty Ltd (trading as Kilter Rural) was founded in 2004. 
Kilter Rural’s purpose is to build long-term value for investors 
through resilient farmland and water investments. It is one 
of Australia’s largest water fund managers, and manages 
more than $440m of water, farmland and ecosystem assets. 
Information memorandums for the Kilter Water Fund and 
Australian Farmlands Fund were approved and released in 
March 2019, with the Murray-Darling Basin Balanced Water 
Fund information memorandum approved and released in 
October 2019.

Strategy Fund Manager Background

Disclaimer
The information contained in this report is general information only about the Australian Farmlands Fund and Australian Farmlands Operating Fund (the Funds) and does not take into account any person’s objectives, fi nancial 
situation or needs. You should seek appropriate professional advice if, as a result of reviewing this information, you are deciding whether to invest, remain in, or invest further, into the Funds. You should otherwise make your own 
independent investigation and analysis regarding any information contained in this report. 
This report may include forward looking statements, which involve known and unknown risks, uncertainties and factors beyond the control of the Funds’ trustee, its offi cers, employees and agents that cause the actual results or 
outcomes to be materially different from those expressed or implied by such forward looking statements. Past performance is also no indication or guarantee of future performance.
To the extent applicable, Kilter Investments Pty Ltd reaffi rms the disclaimer information included in the information memorandum for the Funds dated 13 March 2019, as amended from time to time.
The information provided in this report is private and confi dential and should not be provided to third parties without the consent of the Trustee.

Monthly Performance %
(net of fees and expenses)

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

2020 0.64 -1.01 -0.38

2019 2.35 -0.28 -0.24 -0.30 -0.57 0.01 0.07 2.21 0.21 1.51 1.46 -0.01 6.56

2018 0.00 -0.23 -0.13 -0.36
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As reported last update, 84mm of rain was 
recorded for the month against a long-
term average of 19mm. This caused no 
material detriment to the summer cropping 
program other than to delay the start of 
tomato harvest by a few days. The harvest 
is progressing well, and yields are within the 
range of budget expectations.

The impact of COVID-19 on Kilter Rural’s 
farming operations have been negligible. 
Tomato harvest is largely a mechanised 
operation, and adjustments for social 
distancing and hygiene processes have been 
implemented with minimal fuss.

There is no sharing of vehicles or tractors 
and a regular regime of vehicle cleaning has 
been implemented. As growers of food and 
fi bre, agriculture is fi rmly within the essential 
services bucket, something we don’t take 
lightly.  

UNIT PRICE: A$1.05AUM: A$33.32M
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Phone +613 5444 0112
Email invest@kilterrural.com

Fund Information
Name Australian Farmlands Funds

Structure Unit Trust

Domicile Australia

Inception October 2018 

Management Fee 1.15% per annum

Trustee Fee 0.35% per annum

Performance Fee 15% per annum

Hurdle rate 8%

Minimum investment A$100,000

Administrator Unity Fund Services Pty Ltd

Registrar One Registry Services Pty Ltd

Auditor Morrows Audit

Custodian Sandhurst Trustees Limited 

Legal Advisor McMahon Clarke
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Figure 1: Tomato harvest is underway at the farm.
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 Agriculture’s resilience to COVID-19

1  The Future of Food and Agriculture’, published by the Food and Agriculture Organisation in 2017.
2  Pimentel and Burgess, “Soil Erosion Threatens Food Production,” Agriculture, August 2013.
3 ‘The Future of Food and Agriculture: Trends and Challenges,’ published by The Food and Agriculture. Organisation of the United Nations in 2016.

The world has drastically changed and almost 
all traditional investment markets have been 
impacted. 

Safe-haven assets, such as gold, have experienced 
value declines as investors seek to cash-in to 
cover margin calls as equity portfolios plummet. 

Daily volatility of this severity hasn’t been 
seen since 1987. Some minority sectors are 
bruised but not scarred, experiencing only 
minor valuation dips and some, such as those 
in the biotech sector, have even appreciated 
as optimistic investors seek a potential vaccine 
solution. 

Amongst this market volatility very few asset 
classes remain stable and fewer still can 
indicate to a positive short, medium and long-
term future. Irrigated farmland and water, which 
inherently provide less production risk, remain 
within this sparse minority of stable investment 
asset classes. This month’s report seeks to 
refresh on some key reasons why. They include:

• Food is fundamentally non-discretionary

• Increased food demand and decreased
resource supply

• A long track record of growth and low
volatility.

What could be more fundamental in a time of 
unprecedented crisis than food security? 

Strangely, early panic buying trended towards 
non-food items, yet as the magnitude of the 
situation was absorbed, the focus shifted 
towards food. Australia, blessed with a diverse 
climate and range of geographies produces 
enough food for three-times its 25 million 
people. 

On the other hand, the UK produces enough 
food for half its population and Japan just one 
third. This has placed enormous pressure on the 
global food supply chain, now in a state of fl ux 
and with productive output massively reduced.  

With few exceptions (think lab-based meats), 
food cannot be replaced, certainly not yet on 
a meaningful scale. Productive and sustainable 
farmlands producing nutrient dense grains, 
vegetables, fruits and animal proteins will 
remain in demand. Importantly, farmland able to 
produce higher value foods, often in irrigated 
areas, typically attracts a capital premium 
refl ective of their intrinsic value when compared 
to vast swathes of broadacre cropping lands 
that produce bulk tonnages of soft commodities 
like wheat, soybean or corn.

The UN’s Food and Agricultural Organisation 
(FAO) has stated that there will be an additional 

two billion people on earth by 2050. Based on 
current systems, farmers will have to increase 
food production by 50% to meet the expected 
2030 demand alone1. In order to do so the 
world needs a paradigm shift, away from the 
traditional extractive, monoculture-based 
systems towards mosaics of sustainable, 
regenerative production systems.

Across the globe we’re losing 0.5% of the 
worlds arable land per annum2 and growth in 
crop yields has plateaued, achieving slightly 
more than 1.0% since the mid-1990s3. The 
fundamental drivers of farmland and water-
value growth remain strong.

This underlying demand trajectory, closely 
correlated to both population growth and 
increased wealth globally contributes to the 
long track record of farmland value growth 
seen in Australia. Across all rural transactions 
(eliminating small block and metropolitan sales) 
where scaled irrigation infrastructure exists, 
specifi cally in Victoria and NSW, annualised 
capital growth has been 6.6% and 7.0% 
respectively in the past 20 years. 

In Australian agriculture, it’s largely a story 
of adapt or fail. The Australian climate is not 
renowned for its mild and temperate nature. 
Operators that don’t adopt technology for 

Figure 2: Tomato harvest is underway at the farm.
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The Australian Farmlands Fund provides an opportunity for sophisticated and 
wholesale investors to access an agribusiness portfolio of irrigated farmland, 
water and environmental assets in the southern Murray-Darling Basin. 
Financial returns are delivered through the renewal of underutilised irrigation 
farming operations to deliver high value organic and conventional crops, 
sustained by ecosystem protection and enhancement to deliver long-term 
returns to investors.

The investment incorporates the Australian Farmlands Fund as the primary 
investment entity and the Australian Farmlands Operating Fund, which 
undertakes the farming operations. References to Australian Farmlands Fund 
is to the consolidated fi nancial and operating position of the two funds.

Kilter Pty Ltd (trading as Kilter Rural) was founded in 2004. 
Kilter Rural’s purpose is to build long-term value for investors 
through resilient farmland and water investments. It is one 
of Australia’s largest water fund managers, and manages 
more than $440m of water, farmland and ecosystem assets. 
Information memorandums for the Kilter Water Fund and 
Australian Farmlands Fund were approved and released in 
March 2019, with the Murray-Darling Basin Balanced Water 
Fund information memorandum approved and released in 
October 2019.

Strategy Fund Manager Background

Disclaimer
The information contained in this report is general information only about the Australian Farmlands Fund and Australian Farmlands Operating Fund (the Funds) and does not take into account any person’s objectives, fi nancial 
situation or needs. You should seek appropriate professional advice if, as a result of reviewing this information, you are deciding whether to invest, remain in, or invest further, into the Funds. You should otherwise make your own 
independent investigation and analysis regarding any information contained in this report. 
This report may include forward looking statements, which involve known and unknown risks, uncertainties and factors beyond the control of the Funds’ trustee, its offi cers, employees and agents that cause the actual results or 
outcomes to be materially different from those expressed or implied by such forward looking statements. Past performance is also no indication or guarantee of future performance.
To the extent applicable, Kilter Investments Pty Ltd reaffi rms the disclaimer information included in the information memorandum for the Funds dated 13 March 2019, as amended from time to time.
The information provided in this report is private and confi dential and should not be provided to third parties without the consent of the Trustee.

Monthly Performance %
(net of fees and expenses)

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

2020 0.64 -1.01 -1.19 -1.56

2019 2.35 -0.28 -0.24 -0.30 -0.57 0.01 0.07 2.21 0.21 1.51 1.46 -0.01 6.56

2018 0.00 -0.23 -0.13 -0.36

effi ciencies nor adjust to allow for climate 
changes will be short lived. 

The rationalisation of Australian farmland 
has been underway for decades. The better 
operators are getting bigger, and each year 
more vertically integrated businesses enter the 
marketplace with a paddock-to-plate strategy 
to meet consumer demand for food-with-a-
provenance story. 

Australian farm businesses have increased 
in size by 30% since the early 1990s, while 
the number of farms has reduced by almost 
35%. This trend of value-adding and scale-
rationalisation, supported by a strong track 
record of value growth, has contributed to the 
very low levels of volatility seen in Australian 
farmland returns  just a 4.0% standard deviation 
on average in the past 20 years.

To evaluate how these trends apply to corporately 
managed agribusiness in Australia we can 
reference the Australian Farmland Index (AFI). 
The AFI tracks income and land appreciation 
performance derived from farmland investments 
managed by some of the major agricultural asset 
managers in Australia. Since its inception in 
March 2015, the index has shown total annual 
farmland returns of 13.9%, with income of 6.3% 
and capital appreciation of 7.6%4.

4  Australian Farmland Index Press Release December Quarter 2019.

Throughout the economic cycles, participants 
in farmland investments specifi cally have 
benefi ted from its strong capital preservation 
characteristics. A common misnomer in 
agribusiness refers to the greater profi tability 
achievable beyond the farm gate. This is the 
exception and not the rule as businesses 
not deemed primary production are far more 
susceptible to the vagaries of economic 
fl uctuations. 

The far-reaching impacts of COVID-19 will be 
testament to this as commercial and industrial 
landlords are now making adjustments to their 
earnings forecasts as their tenants face cash 
fl ows cliffs, default or worse. 

The fi rst comprehensive report analysing capital 
infl ows in agribusiness investments globally 
was recently completed by specialist industry 
consultant High Quest Partners in New York. 

The report states that 40% of the current ag-
focused assets under management (AUM) is 
invested in farmland, equating to US$51.5 billion. 
The rest is split up between private equity, credit/
debt fi nancing of companies, venture capital and 
impact investing in emerging economies. 

It’s clear that the lion’s share of AUM lies in 
farmland investments and the track record 
speaks for itself. 

Beyond COVID-19, the challenge of feeding 
and clothing a growing population in the face of 
increasing weather volatility, decreasing arable 
land and diminishing available water resources 
will remain. 

The advent of the UN Sustainable Development 
Goals combined with increased ‘shareholder 
activism’ has encouraged a new level of 
accountability. 

Progressive, forward-thinking investors with an 
eye to current and future sustainability must 
now fi nd environmentally credentialed asset 
managers, capable of producing food at scale 
with a regenerative approach to managing land 
and water resources. 

Sustainable food production remains absolutely 
essential. 

Farmland in developed economies has a 
compelling track record of generating resilient, 
uncorrelated absolute returns backed by real 
assets. 

It will emerge largely unscathed from the 
wide-reaching consequences of the current 
COVID-19 crisis and represents even better 
value now when viewed on a risk-adjusted 
basis.
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