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Market forces nudge succession trends

Read “Market forces nudge succession trends” below, and the answer the following questions.

Questions
1. What is the median age of New Zealand farmers according to the 2023 Stats NZ data, and by what percentage did the number of farmers aged 65 and over increase between 2013 and 2023?
2. Contrast the median age of dairy farmers with that of sheep and beef farmers. Why has succession historically been more accessible in the dairy sector compared to sheep and beef?
3. According to Rabobank estimates, what is the total value of intergenerational wealth expected to be transferred over the next decade, and approximately how many farm and orchard owners will reach age 65?
4. Dan van der Salm from PGG Wrightson highlights a difference in how younger farmers evaluate property compared to older generations. Explain how the "commercial lens" of younger buyers differs from traditional views on land value.
5. What shift have banks made regarding lending to younger farmers and larger-scale operations, and why might banks have a self-interest in facilitating this transition now?
6. Banks are increasingly receptive to lending to young farmers for larger-scale operations, provided there is a strong return on investment. Recommend how structuring the agribusiness as a Limited Liability Company rather than a Sole Trader helps meet the strategic goal of securing bank funding for succession.
7. What specific corporate event mentioned in the article provided some dairy farmers with a unique opportunity to restructure farm ownership?
8. High farmgate prices and improved profitability are attracting young farmers, but what financial challenges do these same market conditions create for someone trying to buy into a farming operation?
9. High farmgate prices and high livestock valuations make entering ownership expensive for young buyers. Explain how a Partnership between a retiring farmer and a young farmer impacts financial risk exposure for both parties compared to a Company Structure where the young farmer buys minority shares over time.
10. Older generations of farmers have seen multiple price cycles go up and down. What global market factors suggest that current meat and dairy demand might represent a long-term structural shift rather than just a short-term price boom?
11. If you were advising a young farmer considering entering a sheep and beef operation today, what three key financial or market factors from this article would you tell them to analyse before taking on debt?
12. Many older sheep and beef farms operate under traditional Sole Trader or Partnership structures, while larger modern farming operations use Limited Liability Companies or Trading Trusts. Explain how a sole trader/partnership structure might impact a retiring farmer’s ability to execute a smooth succession plan compared to a Limited Liability Company.
13. Imagine a family-owned sheep and beef farm where the parents (median age ~56) wish to transition management and ownership to a young, commercially driven buyer (as described by Dan van der Salm).
· Recommend whether a Trading Trust, a Limited Liability Company, or a Co-operative/Equity Partnership structure best facilitates this transition.
· Justify your choice by explaining how your recommended structure addresses:
1. The incoming buyer’s focus on return on investment (ROI) and current market value.
2. The retiring farmers' need for income or capital release for retirement.
14. Commodity price cycles always go up and down, raising questions about potential market corrections. Evaluate your recommended business structure (from question 13) for a farm undergoing succession:
· How does this structure protect the business and young buyer over the next 1–3 years if livestock valuations or meat prices experience a sudden downward correction?
· How does this structure ensure the long-term viability, capital flexibility, and governance stability of the farm over the next 10–20 years as the $150 billion intergenerational wealth transfer takes place?
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Larger numbers of young farmers are following their commercial instincts into farm ownership, writes Neal Wallace.
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The issue of farm succession has been bearing down on the primary sector like a freight train.
As we reported earlier this year, Stats NZ data shows the average age of farmers is inching towards 50, with the number of those aged 65 and over increasing 66% between 2013 and 2023.
The data reveals the median age of all farmers in 2023 was 49.8, up one year from 2018. 
The figure was moderated by the median age of dairy farmers, which was 41. In comparison, the median age of sheep farmers was 55.8 and beef 62.2.
Last year Rabobank calculated that a $150 billion intergenerational transfer of wealth is pending in the next decade as more than half of New Zealand’s farm and orchard owners – approximately 17,320 – reach 65 years old, after which many will seek to transfer ownership of their land.
While dairy has a well-established succession process that has assisted young people onto the property ladder, a lack of consistent profitability has prevented a similar stepping stone for sheep and beef farming.
However, in recent years economic conditions have improved markedly and, as Farmers Weekly has reported, the global decline in livestock numbers and continued demand for meat in particular should sustain short-term demand and prices above historic levels.
Given these improved economic conditions, it is understandable, as we reported last week, that PGG Wrightson rural real estate Canterbury consultant Dan van der Salm has noticed larger numbers of young farmers entering the market, bringing with them a sharper commercial lens.
While farming has traditionally been built on long-term thinking, he says, younger farm buyers are less anchored to historical land values and focused more on future return on investment and value determined by current and future markets.
The story also reported that banks appear more receptive to lending to young farmers, whether they be dairy, sheep or beef.
Banks are also lending for larger-scale operations than previously, as long as it provides a strong return on investment.
This is a welcome shift by banks towards supporting the next generation of farmers. 
Given the ageing population, especially in the sheep and beef farmers, there could be an element self-interest among banks, as a large number of properties will be changing hands in the coming years.
There are also reports of more farm succession activity prompted by Fonterra’s capital payout and a once-in-a-generation opportunity to restructure farm ownership.
The flip side of those high confidence levels and record farmgate prices is that livestock valuations make it more expensive for buyers.
This raises questions about how long this commodity cycle will last and what the size of any correction will be.
As those farmers nearing the end of their careers will have seen on multiple occasions, what goes up will always come down.
This time, there appears to be a fundamental shift in international meat and dairy prices and demand on the back of changes in diet and falling global livestock numbers.
Farm buyers and banks will be hoping that translates into some long-term stability.


Answers
1. What is the median age of New Zealand farmers according to the 2023 Stats NZ data, and by what percentage did the number of farmers aged 65 and over increase between 2013 and 2023?
· Median Age (2023): 49.8 years old (up one year from 2018).
· Percentage Increase (Aged 65+): The number of farmers aged 65 and over increased by 66% between 2013 and 2023.
2. Contrast the median age of dairy farmers with that of sheep and beef farmers. Why has succession historically been more accessible in the dairy sector compared to sheep and beef?
Dairy farmers have a significantly lower median age of 41, whereas sheep farmers have a median age of 55.8 and beef farmers 62.2.  Dairy farming has had a well-established pathways/stepping-stone progression model (e.g., herd-owning sharemilking and equity partnerships) that helps young people transition onto the property ladder. In contrast, sheep and beef farming historically lacked consistent, strong profitability to support equivalent stepping stones.
3. According to Rabobank estimates, what is the total value of intergenerational wealth expected to be transferred over the next decade, and approximately how many farm and orchard owners will reach age 65?
· Approximately $150 billion in intergenerational wealth transfer is pending over the next decade.
· More than half of New Zealand’s farm and orchard owners—approximately 17,320 owners—will reach 65 years old.
4. Dan van der Salm from PGG Wrightson highlights a difference in how younger farmers evaluate property compared to older generations. Explain how the "commercial lens" of younger buyers differs from traditional views on land value.
Traditional views on land value were heavily anchored in historical land values, long-term multi-generational thinking, and land longevity. In contrast, younger buyers bring a sharper commercial lens: they are less attached to historical land figures and focus primarily on future return on investment (ROI), actual market yield, and value determined by current and projected global commodity markets.


5. What shift have banks made regarding lending to younger farmers and larger-scale operations, and why might banks have a self-interest in facilitating this transition now?
Banks have become more receptive and supportive of lending to younger farmers for buy-ins, including larger-scale operations, provided there is a strong return on investment (ROI).  With an aging farming population (especially in sheep and beef) and a massive pending wealth transfer, banks recognise that thousands of farm properties will change hands in the coming years. Proactively financing younger, commercially minded buyers secures the banks' future loan portfolios and client base.
6. Banks are increasingly receptive to lending to young farmers for larger-scale operations, provided there is a strong return on investment. Recommend how structuring the agribusiness as a Limited Liability Company rather than a Sole Trader helps meet the strategic goal of securing bank funding for succession.
A Limited Liability Company (LLC) provides a formal corporate structure with clear financial separation, professional governance (board/directors), and transparent share allocations.
When seeking bank funding, an LLC:
· Demonstrates clear accountability and risk management rather than relying on a single individual's personal balance sheet (as in a Sole Trader).
· Enables phased capital entry—banks can lend against specific share tranches or business performance metrics rather than requiring the young farmer to leverage everything up front for a 100% buy-out.
· Offers continuity of business existence, giving lenders confidence that debt repayment isn't tied solely to one person's health or capability.
7. What specific corporate event mentioned in the article provided some dairy farmers with a unique opportunity to restructure farm ownership?
The Fonterra capital payout provided some dairy farm owners with a once-in-a-generation liquidity event and cash injection, creating a unique opportunity to restructure farm ownership and assist with succession.
8. High farmgate prices and improved profitability are attracting young farmers, but what financial challenges do these same market conditions create for someone trying to buy into a farming operation?
While high farmgate prices boost farm revenue, they simultaneously push up livestock valuations and land values. This makes entry costs exceptionally high for young buyers, requiring them to service significantly larger debt loads and raising the risk if commodity prices drop or correct in the future.
9. High farmgate prices and high livestock valuations make entering ownership expensive for young buyers. Explain how a Partnership between a retiring farmer and a young farmer impacts financial risk exposure for both parties compared to a Company Structure where the young farmer buys minority shares over time.
Under a Partnership, both partners share personal, joint, and several liability. If market conditions deteriorate or livestock valuations drop suddenly, the young partner's personal assets are exposed to full business debt, while the retiring partner remains personally liable for operational liabilities and management actions.
A Limited Liability Company caps financial risk to the value of shares held. A young farmer buying minority shares over time only takes on debt for the specific equity block purchased. If livestock prices crash, liability does not spill into personal non-farm assets, and the retiring farmer can gradually reduce exposure without taking on the personal financial liabilities of the new entrant.
10. Older generations of farmers have seen multiple price cycles go up and down. What global market factors suggest that current meat and dairy demand might represent a long-term structural shift rather than just a short-term price boom?
Changes in global dietary habits and demand for quality protein; and falling global livestock numbers, creating a structural supply shortage that underpins meat and dairy prices above historic averages rather than just a temporary spike.
11. If you were advising a young farmer considering entering a sheep and beef operation today, what three key financial or market factors from this article would you tell them to analyse before taking on debt?
· Evaluating whether projected farm earnings can comfortably cover high debt servicing costs caused by elevated livestock valuations and land prices.
· Analysing how resilient the farm’s cash flow would be if global meat and dairy prices undergo a downward market correction from current record highs.
· Assessing structural market trends—such as global livestock decline and dietary shifts—to determine whether farmgate price projections are realistic over a 5- to 10-year investment horizon.
12. Many older sheep and beef farms operate under traditional Sole Trader or Partnership structures, while larger modern farming operations use Limited Liability Companies or Trading Trusts.  Explain how a sole trader/partnership structure might impact a retiring farmer’s ability to execute a smooth succession plan compared to a Limited Liability Company.
Sole Trader / Traditional Partnership: These structures lack flexibility because ownership is binary—the retiring farmer either owns 100% or has to sell the entire entity/land outright. This presents a massive financial hurdle for a young buyer who cannot afford the whole property at once, leading to delayed succession or forced full sales to external corporate buyers.
Limited Liability Company: An LLC divides farm equity into share parcels. A retiring farmer can retain majority shares for ongoing dividend income, while selling minority share percentages to a young successor over 5–10 years. This facilitates a smooth, phased transition of management and ownership without triggering a massive lump-sum tax or financing burden.
13. Imagine a family-owned sheep and beef farm where the parents (median age ~56) wish to transition management and ownership to a young, commercially driven buyer (as described by Dan van der Salm).
· Recommend whether a Trading Trust, a Limited Liability Company, or a Co-operative/Equity Partnership structure best facilitates this transition.
· Justify your choice by explaining how your recommended structure addresses:
1. The incoming buyer’s focus on return on investment (ROI) and current market value.
2. The retiring farmers' need for income or capital release for retirement.
Recommendation: A Limited Liability Company (LLC) structure with an Equity Partnership model best facilitates this transition.
Justification:
1. Addressing the Buyer's ROI Focus: Shares in an LLC are priced according to actual earnings and current market valuation. The young buyer can evaluate performance using standard commercial metrics (e.g., dividend yield, EBITDA, ROI per share) and purchase equity incrementally as their commercial management proves profitable.
2. Addressing the Retiring Farmers' Need for Income/Capital Release: The retiring parents can sell a 20%–40% stake initially to release immediate capital for retirement or off-farm investments, while retaining the remaining shares. They continue receiving regular income through dividend distributions based on their majority shareholding, gradually selling down their remaining equity as they fully step away.

14. Commodity price cycles always go up and down, raising questions about potential market corrections. Evaluate your recommended business structure (from question 13) for a farm undergoing succession:
· How does this structure protect the business and young buyer over the next 1–3 years if livestock valuations or meat prices experience a sudden downward correction?
· How does this structure ensure the long-term viability, capital flexibility, and governance stability of the farm over the next 10–20 years as the $150 billion intergenerational wealth transfer takes place?
 Short-Term Protection (1–3 Years):
· If livestock valuations or meat prices drop suddenly, liability is restricted to the corporate entity. The young buyer's personal non-farm assets are legally shielded.
· Equity buy-ins are recalculated against updated market conditions; if valuations fall, future share tranches become cheaper for the young buyer to purchase, preventing them from over-leveraging during a market peak.
Long-Term Viability and Governance (10–20 Years):
· An LLC separates ownership from daily management. The retiring parents can shift from active operational management to non-executive board roles, providing wisdom during volatile periods while handing over operational control.
· The structure accommodates the pending $150 billion wealth transfer by allowing equity to be divided cleanly among farming and non-farming siblings (e.g., non-farming children receive non-voting dividend shares, while the active farming successor buys voting operational shares), ensuring family harmony and long-term farm retention.
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