
 

 

Sourcing the Funds.  
 
Read the following article, and answer the following questions regarding agricultural financing 
trends and alternatives in New Zealand: 
 
Questions 
Non-Bank and Novel Financing 
1. Why are non-bank providers entering the agricultural finance market? 

 
2. What is "embedded finance" in the context of agricultural lending? 

 
3. What specific niche does the 'Dairy Flexi Credit' product serve? 

 
Financing for Environmental Change 
4. Why might traditional banks be reluctant to fund land-use changes driven by environmental 

sustainability? 
 

5. What are some examples of alternative funding sources for environmental projects that do not 
rely on bank finance? 
 

6. What is the premise of the 'Novel financing models for supporting land use change' project? 
 
The Role of Traditional Banks 
7. Why is it in the interest of main banks to offer 'green loans' to farmers? 

 
8. According to the Federated Farmers Banking Survey, why has farmer satisfaction with banks 

reached its lowest level since 2015? 
 
  









 

 

Answers 
 
Non-Bank and Novel Financing 
1. Why are non-bank providers entering the agricultural finance market? 

Non-bank providers are entering the market because of a growing awareness that traditional 
New Zealand banks do not meet all the financing needs of the agricultural sector, particularly 
when there is a combination of high risk and inadequate security. These new providers can offer 
speedier approval decisions and expansion of lending beyond conventional limits. 
 

2. What is "embedded finance" in the context of agricultural lending? 
Embedded finance refers to loans being placed via non-financial platforms rather than traditional 
banks. In the agricultural sector, this likely means lending that is integrated directly into financial 
management software data. 
 

3. What specific niche does the 'Dairy Flexi Credit' product serve? 
This product, launched by Figured in partnership with Heartland Bank, is designed for New 
Zealand dairy contract milkers and sharemilkers. It supports those who may not have the balance 
sheet for conventional asset-based loans but are running sophisticated businesses with working 
capital needs. 
 

Financing for Environmental Change 
4. Why might traditional banks be reluctant to fund land-use changes driven by environmental 

sustainability? 
Transitioning land use often results in a period of reduced production, which almost certainly 
lowers a farm operation's short-term profit. Banks may be reluctant if there is no clear and 
immediate line to profitability, or if the farm is already at its borrowing limit. 
 

5. What are some examples of alternative funding sources for environmental projects that do not 
rely on bank finance? 
Alternative sources include philanthropic funding, groups like 'Trees that Count', government 
funding, and regional council grants for activities like planting waterways. 
 

6. What is the premise of the 'Novel financing models for supporting land use change' project? 
The project's premise is that innovative financing solutions are necessary to overcome the 
barriers to land-use change, which is typically capital-intensive work and may struggle to obtain 
necessary funding from traditional sources. 

 
The Role of Traditional Banks 
7. Why is it in the interest of main banks to offer 'green loans' to farmers? 

Banks want to ensure farms are fully compliant because failure to meet environmental 
regulations could heighten the risk to a farm's ability to service existing debt. Additionally, banks 
have their own compliance reporting requirements to meet regarding their lending books. 
 

8. According to the Federated Farmers Banking Survey, why has farmer satisfaction with banks 
reached its lowest level since 2015? 
The decline in satisfaction is attributed to a decrease in personal contact from bank staff. This 
trend may be driven by banks establishing minimum loan values (sometimes around $1 million) 
to justify a personal farm visit from a representative. 
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