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Christmas Classic

. genuinely
| know what you are thinkin

the bach (beach house) and all that summer

Here we are againatthe end of the year with The cows of course Wi||' not l_ae heading to the
Christmas looming in front of us like a yesand beach, they will be producing milk, performing the
holiday. wonderful alchemy of turning gradato cash, a

classjciti activity.
..t hat t

me of year
again, Christmas traditionskié strawberries, Enjoy your Chstmas and warmest best wishes to
barbeques and the beach. But before you head to ~ you and your families.

In this issue of the Investment Insight we have
createdpea’ " bhwsmue i ncl udi
hope you enjoy with your feet up in front of the
fire or lying on the beach.

We have some of the usual suspects within such as
the climate update, a listing of the most
interesting articles and papers we have seeero

the lastfew months and thenterpriseupdates. |

am told by som of our readers that they
particularly enjoy the latter section as few other

excitement it’s time flor DaneinvestraientAR Ecaldgical f i
instalment of the AgreEcological Investment Understanding

Insight(l1). The Il can fill the role of a lovely

stocking fller, something to read while resting Contact us directly to aess the Dairy
under that shady pohutukawa tree the NZ Investment Paper.

Christmas tree (sg@ ctureabove) while listening

to the sea | ap against |the cl ass
Christmas.

investment manager publications discuss pasture
production and the price of milk (is that really

true?) and pesumably few other investment

managers are able to discuss record payments

(milk payoutsand a healthy looking investment
sector either.

In addition to those welcome classics we also

The latesffailure of industrial

_ \ . _ agriculture.

include a number of articles covering topics such _
as farmland addiction, soil organicatter and the Look for oumew paper outin
financial aspects of agrecological resilience. January 2012.

BEWARE SUPERWEEDS!

www.agroecological.com
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New Zealand Update

The electiorand theRugby World CugRWCGhave
been the dominant factors in New Zealand over
the last quarter with the latter proving far more
interesting and exciting than the former.

The growth outlook for New Zealand has been
revised down for next year with some nervousness
around the Euro shambles but the overall picture
looks far stronger than for Europe/UK or the US.
China is not looking as bad as some have been
betting and the realiy for NZ remains bullish in
terms of Chinese demands for NZ products (food
primarily) and also Chinese demand for Australian
products which in turn supports Australian
demand for NZ exports.

While commodity prices have eased over the year
from May and themilk price forecast was reduced
by Fonterrainthe last quarterthe overall picture
remains strong, commodity prices are well above
10 year averages and confidence levels are
positive rather than excessive. The confidence
levels no doubt helped by the ret of the World
Qup!

As is often the case the NZ economic environment
appears to be in better health,whilst
acknowledgng the debt issies (mainly private)
that exist than much of the world and certainly
healthier than the NZ economic commentators like
to convey.
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The NZ dollar hasxperienced the correction we
had been expecting and one that happened across
the boardi.e. against all the major currencies we
monitor. As the Euwszone crgis became an ever
biggermes s so the ri sk off
investment strategy prevailedh€ consequence
being that more so calledsky assets sth as the
commodity currenciebecame less favoured. From

a more intelligent point of vwit would seem to

www.agroecological.com

us that in amongst the contagion of th&uro

shambles NZ actually looks rather attractive, and
not least hard assetsn New Zealand

The easing of the kiwi dollar has been a positive
and widely welcomed by Nz farmers. This
enthusiasm ér a weakening currenclgas only
been heightened by the easinign commodity
prices. The netimpact coursebeing that easing
commodity prices have been oéfisby the drop in
the dollar thus largely protecting fargate prices.
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The nervousness of markets suggests no change to
the prevailing negative views gardinggrowth,

ri sk on’ type t hebeées, whji
thatthe trend of the Kiwi dollar in recent months
has futher to play. | wonder however if from a
technical analyst point d

chance for a rally?
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The volatility of the currency has been marked
throughout this peiodeven if the charts indicate a
consistent trend Summertime in NZ suggests
thinner markets and possibly continued volatility

bug pvgraeas, develograents milbf gourge o p -
dominate that movement.

As we have mentioned previous e movement

of the $NZoften has very little to do with the
underlying performance of the NZ economy.




AGRCGECOLOGICAL RESILEENCOMPARISON OF THEOLOGICAL AND CONVIENAL APPROACHES
TO FARMING, AND THEPORTANCE OF RENCJE TO FINANCIATBENS.

The following article is b§eorge Fortwhorecently graduated at Masters level from Imperial College, London, with an
MSc (with Distinction) in Environmental Technology. Prior to that he worked in the Finance industry as a hedge fund
consultant, as well asin the third sector atrerine conservation charity and on sustainable development projects in India.

Resilience* t he propensity of
its organizational structure and productivity
following a perturbation” For an i
agriculture, this is a vitaliynportant issue, since a
solid return stream will only come from resilient
cropyields. Thisis especially pertinentin a world
of increasingly erratic weather patterns.
Therefore, the question of agrecosystem
resilience is of the utmost importance tona
investorin agriculture. This paper examines the
different resilience characteristics of ecologically
managed vs. conventionally managed farmland.

Conventional vs. Ecologically Managed

Conventionally i.e. industrially/intensively
managed agreecosystemsan be characterised by
the ecological simplicity to which they have been
reduced, compared to the wild ecosystems that
would be presentin human absence. Conventional
farmers take a reductionist view, seeing the farm
as a combination of a number of sepde
elements. It sets about systematically eliminating
those elements it sees as threatening to the crop
species.

Ecologically
Natural (wild) CELEON managed (i
ecosystem simplified organic)
agroecosystem

Ecological.e. organi¢cfarmers see the farm as a
dynamic system which can only be separated
down in conceptual terms. Thus, eogically
managed agreecosystems are far closer than
conventionally managed systems to their wild
counterparts—the latter which could be said to
embody 100% ecological resilience for each
location and situation.

There are many perhé¢ ur b
power to significantly disrupt yields on both types
of farmland, thereby impacting financial returns.
This paper examines three of the most important,
and compares how the two approaches differ in
their attempts to deal with them.

Conventional
agroecosystem

Festautprsakse m t o r et ai n

Nature tends .towards complexity. A wild

n VeSo%y € almos? never consists of only a few

species. Yet this is exactly the situation farmers
require, since they are only interested in producing
one or a few chosen species. But regardless of
human needs, in any agiecosystem, nature is
constantly trying to resume the natural complexity
that would be present without human
intervention.

The ecological approach to farming attempts to
mimic the diversity and complexity of wild
ecosystems, though structured so that spdcia
protection is afforded the crop species. Rather
than employ chemical biocides, the ecological
farmer maintains a sufficiently diverse and
complex ecosystem so that no one species, i.e.
pest, is ever able to proliferatethe situation
found in wild ecosgtems. As soon as pests
i ncrease, so do
of view, this is good. Firstly, there is no cost
associated with pest managementnature is
leveraged to do the job for free. Secondly, there is
no possibility of human or technogical error,
either in reaction time or biocide effectiveness.
Nature makes no mistakes in this regard.

Conventional farming, however, takes the view
thattechnology should be used to control natural
processes. Synthetic biocide is its main weapon.
Froman agricul tur al i nvesto
are two major problems with this approach. Firstly,
biocides are a cost. Secondly, biocides are clumsy
and kill indiscriminately, destroying the integrity of
the habitat associated with the farm, including
natural pest predators. They also destroy the soil
biota known to be essential for the lorigrm
health of the farmland.

Flood

If"atcémgl&,so}ganiﬁ Qg%:tosysrfeﬁ\ 5 ﬁooded,

much of the water will be absorbed by the myriad
plants and animals in the systeifhe soil, being
held in place by an extensive root system, will not
be washed away. Roots will take up excess water,
and water will also drain away through the soil,
which has maintained its structure due to a
healthy biotic system that has been allowtd
flourish in the absence of biocide.

www.agroecological.com
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By contrast, a conventionally managed agro
ecosystem, with its noiwomplex structure, will
have a trivial root system, and the soil will become
loose and easily wash away, taking with it vital
nutrients and minerts. The crop will therefore be
threatened not only by excess water, but by a
paucity of available nutrients.

There is very little i
arsenal that can cope with this. It should be no
surprise, then, that the UN Special Rapporteur
recently cited the greatest recent comprehensive
analysis of recent scientific research on this
subject’ which found that ecological farming
methods increased yields by 79% over 37 million
hectares in 57 countries surveyed, many of them
developing and flod-prone!”

Drought

Plants and animals can be seen, from an ecological
perspective, as dynamic water storage vessels. In a
drought situation this function becomes vitally
important. Complex ecosystems such as
ecologically managed farmland will be best
positioned to withstand dry periods, due to the
availability of water stored in their abowground
biomass, and also in the soil and root systems.
Further, due to the relative density of the agro
ecosystem with regards biomass, moisture will be
maintained within the system and not lost to the
wind and sun

n

By contrast, conventionally managed agro
ecosystems are comparatively dry, with all
biomass (exceptthe crops) having been eliminated
from the ecosystem (using a costly biocide
regime).They are thus suscepteébto drought.
Further, any existing moisture is easily driven off

by the exposed structure of the system, e.g. there

is {i%eeveggt%i%nvc vlgr,[toI pgo?c& flrom ier me r
Thus for conventionally managed farms, drought

can also often create famine.

The resiliace of ecologically managed farmland
has been comprehensively proven by the Farming
Systems Trial of the Rodale Instityte 30year
analysis of organic vs. conventional farming. It has
found that, among other things, organic is both
more profitable tharconventional (due partly to
the reasons cited above), and more resistant to
drought.

" Holing, C. S. 1973Resilience and Stability of Ecological
SystemsAnnual Review of Ecology and Systematics 4{28.1

' Soil Biota and Biodiversity: the "Root'f dSustainable
Agriculture, FAO.
http://www.fao.org/AG/AGL/agll/soilbiod/docs/SBrochure
sept.pdf

" Ecological Farming: Resistant ~ Agriculture,
Greenpeace, 2010. http://www. biosafety
info.net/file_dir/18493216064c58e899420b6. pdf

Drought

http://www. srfo od. org/images/stories/pdf/officialreports/2011
0308_ahrc-16-49_agroecology_en. pdf
¥ http://www. rodaleinstitute. org/fst30years

The Reportérom which the following quotes aretakenwenei ghl i ght ed i n |

You can linko the full reports from the titles.

International conference on organic
agriaulture and food security
GOPOdZNNBY i F22R
problems for the future.. the new
environmental and macreconomic
challenges will mostly hurt vulnerable
populations. In particular, climate
change and industrialized food systen
Oy O3Bl GSR&AAGKNR
YIEylFaSyYSyiaé
FAO

Agriculture: Investing in natural capital
d! ONI YATF2NXYIEF GA
predominant agriculture paradigms is

UNEP FI

ast quar

Agroecology and the Right to Food

"My report shows that agroecological
projects proved to be more resilient tc
extreme climaterelated events, while
substantially reducing the use of oil an
oil-based pesticides aridrtilizers, which
are extremely harmful for the climate
YR GKS Sy @AaNI
- Olivier De Schutter, UMgpecial
Rapporteur on the Right to Food

Agriculture at a Crossroads
a! Y{¢ aeadasSvya I NB
sustainability while maintaining
productivity in ways that protect the
natural resource base and ecologica
LINE GA&A2YAYy3T 2F |
IAASTD
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http://www.srfood.org/index.php/en/component/content/article/1-latest-news/1174-report-agroecology-and-the-right-to-food
ftp://ftp.fao.org/docrep/fao/meeting/012/j9918e.pdf
ftp://ftp.fao.org/docrep/fao/meeting/012/j9918e.pdf
http://www.agassessment.org/reports/IAASTD/EN/Agriculture%20at%20a%20Crossroads_Executive%20Summary%20of%20the%20Synthesis%20Report%20%28English%29.pdf
http://www.unep.org/greeneconomy/Portals/88/documents/ger/GER_2_Agriculture.pdf

alylr3Ay3a 5ANBOG2NRaA

Here we includesome example titles of Geoff

B u r k e ’recenbbbogsevith extracts to provide
you with a flavour of their content.

Discover The Source Of Wealth: Ecosystem Health

Therehas been a dramatic loss of genetic diversity
in agricultural crops over the last 100 years which
has only accelerated in the last 20 years. This
represents a threat to human health and to our
ability to maintain resilience through genetic
diversity and adptability in the crop/animal make
up of our food production systems.

Tal k Dirty

Soil organic matter (SOM) declines dramatically
and measurably underindustrial agriculture using
synthetic nitrogenous fertiliser. This is material for
a number of reaens. SOM is in effect carbon
stored in the soil so therefore declining SOM
means a declining level of carbon sequestration in
soils. It gets worse however as SOM enables soils
to better retain water and therefore hold on/be
more resilientinthe face of dught challenges. It
also, interestingly enough, provides the soil with a
superior ability to drain water away after extreme
water events, for example floods. The practical
consequence being that declining and/or reduced
SOM means declining/reduced resiiz in the
land you are farming whichin turn means reduced
yields and of course....less financial return.

The New Reality

Let' s

“The new reality unquestionably necess#ata
new approach to agriculture that recognises these
resource (and climafjconstraints and responds
to them, confronts them and adapts to perform in
the face of their impact. This is a point that has
been made by many others including th&EPF]I
FAQ Special Rapporteuand thel AASTD

Farmland Investing Are you asking the right
questions?

“You won’'t find the
GoldmarBachs farmland team setting up shop as
an independent farmland asset management firm.
For one reason, i
practical farmland management teams.....it just
does notwork like that. You simply cannot develop
the knowledge and experiee that is required to
understand and manage farmland assets by sitting
in an office in London or New York for 20 years. To
create a functional and successful agaological
system requires tested, practical and specialist
expertise!

f or mer

f A¥ofd Risk Get Ecological

“On this theme of “the
that organic lamb production was cruel as they
were notdrenched (treated) for worms (internal
parasites). This is one of the finer examples of
totally missing the pointand also failing to
understand risk and how best to manage that risk
atthe paddock levethat | have ever encountered.
The question we would ask from an ecological
perspective wouldbe why are you suffering from
aninternal parasite probleminthefirst place? Are
you overstocked? Do you have simplistic and
therefore wvulnerabl e pas
food’) susceptible to i
your animals for health, reséince and resistance
to these pests? There are more questions butin
general terms they are all asking the following
guestion: Are you creating the optimal agro
ecosystem for animals (this also applies to crops)
to thrive and perform and therefore generate
positive financial performance without recourse
(exposure) to external props?

no

Sustainability is Meaningless

“ .when you find yourself talking with senior
executivewhose o mpany br anding u
wor d’ y beaforgiventot adsumirthatitis
legitimate or thatthey have some understanding

of what it really means.

Not so it would seem.

In the course of a recent conversation itwas clear

that there was no reasonable understanding of

what is actually involved with genuine
‘“sustainability’ from an
perspective. Standard terminology seemed
unfamiliar and it was obvious that the word
sustainablewasin New Zealand term< | adsy t o n
sustainability’ (the sust
you are not having sustainability) or for those of

younotfromdownu nder ‘ sustainabi
a strongemphasis on the latter!).
Rise of the Ecologically Literate

Morgan "Stanl ey or

“The understanding, enhancement and intelligent
optimisation of ecologyis essentialto generating a

nv est nheafthy, genaimely sustdimahle and prefitakie

agriculture. An agridture that actually responds,
adapts andachieves resilience in the face of the
relevant pressure points/themes confronting
agriculture (water, climate change, soil
erosion/degradation, oil etg.”

www.agroecological.com
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http://www.agro-ecological.com/blog/articles/2011-05-the-new-reality.htm
http://www.agro-ecological.com/blog/articles/2011-04-are-you-asking-the-right-questions.htm
http://www.agro-ecological.com/blog/articles/2011-04-are-you-asking-the-right-questions.htm
http://www.agro-ecological.com/blog/articles/2011-03-avoid-risk-get-ecological.htm
http://www.agro-ecological.com/blog/articles/2011-01-sustainability-is-meaningless.htm
http://www.agro-ecological.com/blog/articles/2010-12-rise-of-the-ecologically-literate.htm

ADDICTION: YOUR FARSVA JUNKIE

To paraphrase RobertPl mer , “ mi ght
it you're addicted to
you are investing in
agriculture.

Oil and fossil fuels are the overwhelming achilles
heel and ‘i nconveni ent
farming secor.

When we evaluate an asset (farms in New
Zealand), the level of synthetic fertiliser input is a
material factor in determining whether or not the

property is of interest to us. To put it simply, too
much external i nput
addicted and will be harder to wean off and
therefore harder to be developed easily, cost
effectively and in good time into a robust,
independent and resilient system.

If you are so reliant on synthetic fertiliser then you
are by definition also reliant onllthe props that
input necessitates, herbicides, pesticides etc. Once
you putthe first step in place you are committed
to the full course. Thus further extending the
exposure to fossil fuels/external inputs and
sacrificing the robustness and self suféiety of

the farming system. The input providers are of
course those that most benefit from this total
reliance on external inputs for production.

Such systems are driven to maximise production
and so inevitably also bring inexternal sources of
feed, e.g ereals and palm kernel. This further
exposes the system to fossil fuel cost as cereal
productionis a significant utiliser of fertiliser and
biocides, and inthe case of palm kernel it exposes
the enterprise to an industry with a highly dubious
social andecological foot print.

This total (and it is total) reliance on external
inputs which are all directly linked to fossil fuels,
creates an enormous risk thatis generally not even
considered by those investing in farming
production systems. As this farmimsystem is
totally reliant on the inputs, there are no shortcuts
or half way measures, which in turn ensures that
as input costs rise profitability drops andthere are
no easy actions that management can take to
change this reality.

If you pursue this str&gy you are in effect placing
the financial performance of your asset in the
hands of the input dealers. If you drop those
inputs you drop production and not necessarily
justfor one year but possibly for many. If you fail
to apply the biocides required tmaintain the

(‘dru

system in an effort to reduce costs you may
unleash a production destroying event....the farm
asglependent bn thibse ionpaits....it has to have them

tosygvive.s . At | east you ar

b U niurﬂb%rso? voided fromhd %Are, maiinerrga}‘h str

investment community, including some iolved

with farming (truly remarkable) are starting to
tecogntsé 'the flevet of tdbapendenae dands ther i
problems/risks that such dependence poses, but
the recognition or understanding of how to deal
with this seems to be completely absent. Bad news
for GEfans.. Bis atleast as dependent on fossil
fuel inputs and, given the supeveed problems

tha afee pan%@gén %Ch C{ORS |tc?m§s wath |] t
setofadd onalc allenges operformance

is merely an extension of the system that has the
problem not an anger to the problem...surely

thatis obvious?

a

Systems that are more sebufficient, less
dependent on external inputs and that are
generating resilience intheir production systems
through superior soil management, biodiversity
and a strategy of creatinggalth in the total agre
ecosystem (soil, plants, livestock etc.) are
enormously advantaged. The exciting thing is that
over the next 10 years (and more) the
performance differences between these
approaches will become increasingly obvious to
investors in &rmland.

As Ye Sow, So Shall Ye Reap.

FARMLAND ASSETS: MMRVELLOUS MATTER

Soil Organic Matter (SOM), not exactly the sexiest
topic you might think. Probably not a hot topic of
discussion amongst the super level of PE and
Hedge Fund GPs....but if you epjeating from
time to time and/or if you are investing in
farmland then it is a topic you may wish to
consider.

As with so many topics in farming, particularly
ecologically literate farming it is possible to go
deep into detalil and levels of
discussion/eglanation but as this is a blog and not
a research paper we will be attempting to keep
things relatively short and simple.

In farming we are seeking to use our
understanding of ecological science in order to
create an optimal agrecosystem (including SOM)
to generate the most robust and therefore
successful system we possibly can.

www.agroecological.com
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SOM s connected to production performance and
resilience, the latter of whichis critical in farming
systems now and increasingly so as climatic stress
increases.

Where soils ag exploited without restoring
organic matter, enhancing soil biological activity
and maintaining good structure, nutrient cycles
are broken, soil fertility declines and the
robustness and health of the agexrosystem is
compromised. The consequences of tlaae all
too well known and obvious.

What is Organic Matter?

Soil Organic Matter is the product of biological
decomposition (plant and animal) on site, i.e. in
the paddock/ field. It provides nutrients and
habitat to soil microorganisms, enhancing their
diversity and activity with benefits including
reduced pathogens and diseases (amongst others),
itimproves soil structure, water holding capacity,
resistance to erosion and compaction and is a
nutrient reservoir for plants.

It is often described as beingt ahe very
foundation of soil ecology and management.

Many standard agricultural practices, such as
intensivetillage, soluble nitrogen fertilisers and
stubble burning, accelerate the decomposition of
soil organic matter andleave the soil susceptible
to erosion by wind and water. This releases
carboninto the atmosphere while also reducing
the longterm productive ability of the land. Itis
important to remember that without soil there is
no life and that there is a close correlation
between failed civilations and soil
degradationfloss (on this topic | recommend David
Montgomery’'s Dirt: The

How best to manage?

There are management practices that enhance sail
health and generate sustainable agricultural
productivity. Good pradtes such as minimum
tillage, cover crops and sound rotations.

The relatively recent industrial farming systems
have tended to mine the soil for nutrients and to
reduce soil organic matter levels through
repetitive harvesting of crops and failure to attin

to/restore soil quality other than via a bag of
synthetic fertiliser, which in itself also works
against the best interests of the soil and
management independence from external inputs.
This decline in sail quality/organic matter content
will continue uril farm and specifically soil

management practices are improved. Only well
designed diversified cropping systems and/or

Er osi

competently managed mixed cropping/livestock
systems are able to maintain a suitable balance in

nutrient and organic matter provision ral
utilisation.

Ecological agriculture uses holistic management
systems that promote and enhance the health of
the agreecosystem, including above and below
ground biodiversity, biological cycles, and
biological activity. These systems apply specific
and pecise standards of production practice
based on minimuntillage techniques, cover crops
and effective rotations. Through intelligent
harnessing of agrecological processes, ecological
agriculture provides an opportunity for reducing
external inputs and dr converting lowinput
agricultural systems into significantly more
productive ones. A better understanding of the
linkages between soil biology and ecosystem
function and the impact of human actions
encourages the reduction of negative impacts and
the improved utilisation of beneficial soil biological
activity for sustainable and productive agriculture.

There are many possible sources of fresh organic
matter that can be added to soil for the creation of
soil organic matter. The individual crops that are
grown will contribute material that remain in the
soil and will ultimately become SOM. Cover crops
and/or green manures can also provide food for
the soil foodweb and therefore the development
of soil organic matter. Animal manure is a primary
component adled to the soil to enhance and
develop soil organic matter (a key advantage of all
year pastoral grazing systems) as is compost
particularly in those systems/climates where
animals are housed inside for large periods of

on of Civilisati

Conclusion

ons)f.

Soil organic mattecontributes significantly to soil
quality, plant health and agrecosystem
resilience. Managing soil organic matter demands
the consideration and understanding of a complex
range of factors. Genuinely sustainable
management seeks to continually expand it
understanding of soil and through the application
of effective ecological management practice to
enhance the asset that is soil organic matter.

www.agroecological.com




Enterprise Views
Dairy

The season has been little short of spectacular at
the farm level with rain, sun andmild
temperatures ensuringgrass is growing like grass
can grow on NZ dairy farms.

Confidence remains robust amongst dairy farmers
even with the downward
forecast dairy payout. The decline in the NZ dollar
versus major trading parers has helped on this
front.

Good assets are available butdemand is not overly
high in most of the main regions we monitor.
Canterbury has seen more activity than mostin
terms of scale transactions but there is as much
gossip and over active prospectiparchasers
fuelling that market as thereis real transactional
intent.

The Banks are seeking
strategy of competing hard for attractive lending
business in anenvironment of strong milk prices
and most commodity prices in general and
historically low interest rates, whilst at the same
time seeking to offload utkerperforming or over
leveraged relationships. The latter is pushing some
interesting assets onto the market and augurs well
for the AE pipeline intothe early part of next year

Milk production has been storming along at record
levels with environmental conditions conspiring in
farmers favour. A situation always to be
appreciated but never expected!

Beef/Sheep

Prices for beef and lamb have declined over the
last quarter, with veison remaining strong. These
declines have however been from highs. The
market still remains upbeat in tone which is a
notable contrast to some recent years and perhaps
reflective of an industry with good upside.

At the paddocklevel grass is growing aadniers
enter the summer period with pasture covers in
good heartand healthy reserves in the shed (hay
and silage). This helps to ease concerrgarding
any potential drought situation that the climate
forecasters are hinting at. Headlines of a long hot
summerdo not please everyone in New Zealand!

In addition there has been a largely sucskd
season for lambs/calves thanks to the benign
climate (in general) and feed availabiligood
numbers of healthy stock and robust pricesea
very welcome conjuricon.

The overall dropinsheep numbers continues in NZ
pul (naysbe starting Jo. prl%eﬂ;t %“(j flaan o
intérnational level this decline in NZ production is
still supporting strong prices for lamb in the
European market. The Christmas season should
only supporthis trend.

In conclusion, the sun is shining, rain has fallen
(when required), pasturis plentiful and in good
shape, prices are robust and the dollar off its
excessive highs.

Farmers may getto enjoy their Christmas this year.
Perhaps a day at the beh®

chopplfip "2 9 e

Spring has turned out to be rather more of axed
bag than first thought.tlhas beencoole and
wetter than average, anthe forecasts indicat
this will continue for the ext couple of months.
While plant growth has been somewhatower
than typial, the upside is the reguleainfall that
has washed over the countryThishas kept soil
moisture topped up so that irrigatiohas only
been neededccasiomlly. This has savdine and
money thereby compensating for the slower
growth.

‘“barbel |’

As itis now getting close to the middle of the
seasonas well as Christmas thereis little news on
the cropping front as only the very earliest
specialist vegtablescrops arestarting to come in
and the main harvestis montlasvay On the stock
front news is verypositiveindeed for example
organic lamb i&lZ$1.20 above neorganic andat
$7.80kgisthe highestit has been in a very long
time. Beef and wool prices for both organic and
non-organic are equally strong. So whités not
shaping up to be a bumper harvest due to cooler
conditions, it is looking like i going to be a
profitable year for both crops and stackosts will

be lower dudo thereduced need for irrigationn
turn leaving more time to go to the beachenthe
holidays!
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Climate Outlook:
December2011¢ February 2012

The NI WA Nati onal Cl i
summer, December 2011 to February 2012,
indicates that seasonal temperatures are likely to
be above average on the West Coast of the Sout
Island, and near average or above average across
the remainder of the country.

Summer rainfall totals are likely to be below
normal on the West Coast, and normal or below
normal across the remainder of the South Island,
as well as in the southwest oféiNorth Island.
Near normal seasonal rainfall is likely for the
eastern North Island. For the northern North
Island, summer rainfall is equally likely to be
normal or above normal. Soil moisture levels and
river flows are likely to be near normal in easte
regions of both Islands, and normal or below
normal elsewhere.

Soil moisture deficit (mm) at 9am on 09/12/2011
I Water surplus -
10

Field capacity ;;{?m-

" .-
I .
50

-0 50% siorage

»

Historical average deficit at 9am on 09/12

Deficit at 9am on 09/12/2010

ma taeNifn€ eonditionearedikely 10 tontimwe khrodigb r

the summer, although itis unlikely that the current
La Nifia eventwill be as strong as the previous La
Nifia event of 201€4.1.

The outlook tates that mean sea level pressures
during the summer are likely to be above normal

across the South Island, with weaker than normal
westerlies over the North Island.

For the tropical cyclone season (through until
May), the chance of an exopical cyclongassing
close to New Zealand is below the letegm
average. On average, at least onetepical
cyclone passes within 500km of New Zealand in 9
out of 10 cyclone seasons.

‘ —NIWA_—

Taihoro Nukurangi

Deficit at 9am on 09/12/2011

End of month water balance in the pasture root zonednraverage soil type, where the available water capacity is 150 mm.

Maps available froniNIWA
Climate Summary

NationalClimate SummarySpring 2011

91 Rainfall: Extremely dry north of Taupo, with
about halfof normal spring rainfallVery dry in
Gisborne, Hawkes Bay, and along the West

Coast of the South Island. Extremely wet for
Southland, Otago, and Canterbury.

1 Soil moisture levels: Significant deficit north of
Taupo, as well as Gisborne, Hawkes Bay,
Marlborough, and central Otago, at the end of
spring.

1 Temperatures: Above average in the
northeastern North IslandBelow average for

the southeastern North Island, as well as
Canterbury.Near average elsewhere.

1 Sunshine: A sunny spring in eastern regions;
near normal spring sunshine elsewhere.

Stronger than normal southwest winds affected
New Zealand during spring 2011, squeezed
between higher than normal pressures over the
Tasman Sea andlower pressures to the southeast
of the country.
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News Articles

Definingresponsible farmland investiBinancial
Times 18/09/11

UN says food prices to remain highFinancial
Times 10/1011

Biodiversity and Healtk DG EnvironmenNews
Alert Service, Issue 2, October 2011

The Real Bull MarketFT Magazin&4/10/2011

GM crops promote superweeds, food insecurity
and pesticides, say NGE&%he Guardian 19/10/11

Fonterra cuts 2012 forexst milk payment on
weaker prices-NZ Heral®5/10/11

Food prices to remain volatile, says YRnancial
Times 03/11/11

World 2011 grain output record high, market tight
FAO-Reuters 03/11/11

World Food Prices Drop Mostin 19 Months on
Grain, Dairy SlumpBloomberg 03/11/11

Farmland Investing: Solid Ground for Und&ab
Times—The Street 09/11/11

Arguments for cleaner dairying Stuff.co.nz
23/11/11

Kiwi fall cushions commodity price diStuff.co.nz
02/12/11

Food security has jumped up the agenda at Durban
Climate Conference The Ecologist/12/12

Big sums of money will mostlikely be transferred
towards the developing world in the remit of food
security and climate change initiatives over the
coming years and decades. It should not be used
to support models of land use and food production
whi ch conti nue tsostamimg h
capacities too far. Not whereal agreecological
alternativesare at our fingertips.

Fonterra lifts payout forecast by 26eNZ Herald
13/12/11

Research Papers
FAO Food Outlook Global Market Analysis

“Agricultural commodity

tight with high and véatile prices despite
i mproved supply and

The wald economy is slowing and the price of
manyfood related commoditiehave declined in
the latter half of 2011 The underlying outlook
however,still supports firming markets leading
into 2012.

Research Again Proves Equalds, Higher Profitg
from Organic FarmingEnewsPark Forest09/12/11

The LTAR experiment shows that organic crops
remain competitive with conventional crops eve
during the threeyear transition. Averaged over 1
years, yields of organic corn, sogneand oats have
been equivalent to or slightly greater than the
conventional counterparts. Likewise, a -Y8ar
average for alfalfa and angear average for winter
wheat also show no significant difference betwe
organic yields and the Adair Countyea&ge.

Organic crops fetch a premium price on the marl
and eliminate the need for expensive inputs li
herbicides and synthetic fertilizers. As a result, th
are far more profitable than conventional crop
Craig Chase, PhD., interim leader of the latdp
Center’s Mar keting and
extension farm management specialist, calcula
the returns to managemerntthat is, the money left
over for family living after deducting labor, land, af
production costs—for both systems. He basessh
calculations on actual LTAR data from 1998 to 20
as well as scenarios modeled with enterpri
budgets.

Both methods gave the same result: On averal
organic systems returnroughly $200 per acre mg
than conventional crops.

In addition to its profitdility, organic agriculture
helps build healthy soils. While conventional LT|
plots receive synthetic pesticides and fertilize
organic plots receive only local, mandrased
amendments. Total nitrogen increased by 33 perc
in the organic plots, andesearchers measure
higher concentrations of carbon, potassiuf

N ghdsphbréus, Magiesiumfand calcium. The rest
suggest that organic farming can foster grea
efficiency in nutrient use and higher potential fc
sequestrating carbon.

we a

Output of most food commodities will havetorise
nextyear to meet even slowly increasing demand,
the agency said. Food cereal demand is forecast to

keep mace wigh papulatiog grawthiwhilefegdna i n

demand is expected to resume growth after two
years of gagnat®m ma nd”

"Input costs, from fertilizers to energy, remain
high, interest rates have climbed in many
emerging economies, all of which could dampen
production next year and, hence, draw down
stocks and boost prices further.
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http://www.nzherald.co.nz/business/news/article.cfm?c_id=3&objectid=10761622
http://www.nzherald.co.nz/business/news/article.cfm?c_id=3&objectid=10761622
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http://www.reuters.com/article/2011/11/03/us-food-fao-outlook-idUSTRE7A21TL20111103
http://www.reuters.com/article/2011/11/03/us-food-fao-outlook-idUSTRE7A21TL20111103
http://www.bloomberg.com/news/2011-11-03/world-food-prices-drop-most-in-19-months-on-grain-dairy-slump.html
http://www.bloomberg.com/news/2011-11-03/world-food-prices-drop-most-in-19-months-on-grain-dairy-slump.html
http://www.thestreet.com/story/11306367/2/farmland-investing-solid-ground-for-unstable-times.html
http://www.thestreet.com/story/11306367/2/farmland-investing-solid-ground-for-unstable-times.html
http://www.stuff.co.nz/business/farming/6020767/Arguments-for-cleaner-dairying/
http://www.stuff.co.nz/business/farming/6072884/Kiwi-fall-cushions-commodity-price-dip
http://www.theecologist.org/blogs_and_comments/commentators/other_comments/1159567/food_security_has_jumped_up_the_agenda_at_durban_climate_conference.html
http://www.theecologist.org/blogs_and_comments/commentators/other_comments/1159567/food_security_has_jumped_up_the_agenda_at_durban_climate_conference.html
http://www.theecologist.org/News/news_analysis/805229/agroecological_farming_can_double_food_production_in_africa_over_next_10_years.html
http://www.theecologist.org/News/news_analysis/805229/agroecological_farming_can_double_food_production_in_africa_over_next_10_years.html
http://www.nzherald.co.nz/business/news/article.cfm?c_id=3&objectid=10772940
http://www.fao.org/docrep/014/al981e/al981e00.pdf
http://www.enewspf.com/latest-news/science-a-environmental/28949-research-again-proves-equal-yields-higher-profits-from-organic-farming.html
http://www.enewspf.com/latest-news/science-a-environmental/28949-research-again-proves-equal-yields-higher-profits-from-organic-farming.html

Agro-EcologicaResearch Pagrs

Resilience, Sustainability and Performance:

The Inestment Advantages of Organic
Agriculture

Climate Change and Investment in

Ecological Agriculture: Outperformance
and Opporturty

Security and Performance, New Zealar
Farmand Investment

This report analyses, from an investment
perspecive, the features of ecologicaifganic
agriculture that make it an attractive option
for those considering investment in
agriculture/farmland and particularly fdhose

Agriculture has a critical role to play in A snapshot view of NZ as a farmland
addressing climate change as it is directt investment destination.

and indirectly responsible fora significan New Zealanaffers unique advantages,

proportion of global warming and will alsc  highly relevant to the global challenges
suffer from its effects.

h ; - presented by climate change and
investors with an SRI/ESG understanding. Ecological food production is enormously decreasing resource availability (e.g. oi
advantagedver the industrial version. Itis water).

a material reality for investors in farmlanc
whether they understand it or not.

Farmland Investment Handbook Investmentinsight The Fallacy of Food Miles
September 2011

Have you considered the questions you nee This AgreEcoIoglch short analysis pape

to be asking when it comes to farmland explains the flaws in the concept of fooc

investment? miles; how its use in virlly all public
. . . discussions is poorly informed and why
Have you_con3|dered t_he dlffereny farmlng its valid use is just one component
enterprises and their characteristics? . L
among a multitude used in lifecycle
Is t possible to become an expert in analysis.
agronomic and agrecological science and
management sitting in an office in London o
New York?

G2 S KI @S viedlkr $nBre éffgientfarming, with fewer people,
more machines and a greater dependency on pesticides, fertilisers, GN
crops and energy, using 10 kilocalories to produce 1 kilocalorie. But that

only possible if there is cheap oil. The system is bad$ydaankrupt.”
Hans Herren, G€hair of the IAASTD
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AGRCGECOLOGICAL INVESTMEMNAGEMENT

AgroEcological is specialist asset managemefitm, focused on investnm in agriculture and
farmland as an asset class managed ecologically/organically.

We are unique in providing the opportunity for investors to acdagsstment infarmland from an
SRI/ESG and Impact Investment perspective.

For further information pleaseontact us at:
Tel:  +44 (0)20 7183 8981

Fax: +44 (0)20 7183 8982

Email: farmland@ agreecological.com
Web: www.agreecological.com

"Human beings have fabricated the illusion that in the 21st ¢ery they have the
technological prowess to be independent of nature. Bees underline the reality that we
are more, not less, dependent on nature's services in a world of close to seven billion

people.”
Achim Steiner, UN Und8ecretary General and Unitedtidns Environment Programme Executive Director

This document is not directed to, or intended for distribution to, or use by any person or entity who is a citizen ortrefidetocated in any locality, state, country or other
jurisdiction where sch distribution, publication, avaiability or use would be contrary to law or regulation or which would subjedEeadagical Investment ManagemenAEIM') to
any registration or licensing requirement within such jurisdiction.

The information containeih this document has not been independently verified and no representation or warranty, express or implied, is madedagiaadce should be placed on,
the fairness, accuracy, completeness or comrectness of the information or opinions contained Resspective Investors should manstrue the contents of this documeas legal,
tax, investment or other advice. Neither AEIM, their representatives, nor their respective affiliates shall have agylidtiioever for any loss whatsoever arisimnfany use of this
document, or its content, or otherwise arising in connection with this document.

The information in this document is for background purposes only andit is based upon AEIM forecasts and reflectsqueitibng and AEIM's views af this date, all of which are
subject to change. In preparing this document, AEIM have relied upon and assumed, without independent verification, g @nd.gompleteness of all information available from
public sources. This document is not anéslmot pumport to be complete inany way. The information included in this document may contain certain féookirdy statements
relating to the business, financial performance and results of the New Zealand farming industry. Flaokard statementsancern future circumstances and results and other
statements that are not historical facts. The forwdmdking statements contained in this document, including assumptions, opinions and views of AEIM or cited from third party
sources are solely opinionadforecasts which are subject to risks, uncertainties and other factors that may cause actual events to differ mataniathy fanticipated development.

None of AEIM or its advisors or any of their affiliates, officers or employees provides any@sshaathe assumptions underlying such forwdmdking statements are free from

errors nor does any of them accept any responsiility for the future accuracy of the opinions expressed in this presertitetiantual occurrence of the forecasted devetamnts.
AEIM and its advisors assume no obligation to update any fordemédng statements.

All material presented in this document, unless specifically indicated otherwise, is under copyright to AEIM. None @frthé naatits content, nor any copy ibf may be altered in
any way, transmitted to, copied or distributed to any other party, without prior express written permission of AEIM.
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