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WHY BUY LAND
IN 2021?

"They sold not on the
strength of their
sport but on their
green energy assets
and opportunities to
contribute to carbon
zero targets."

There’s been a very perceptible shift in how people are
looking at land illustrated by the sale of two fine sporting
estates last year. Both had acres of moorland for grouse and
deer stalking as well as loch and river fishing between them;
nevertheless they sold not on the strength of their sport but
on their green energy assets and opportunities to contribute
to carbon zero targets.
It’s been dubbed the “Thunberg effect” and, as a result, the
profile of clients approaching us seeking land and forestry is
changing; no longer is it solely for financial, tax or lifestyle
reasons. When challenged about their motivations, some buyers
are saying it’s “to give something back”. But is that really the
extent of it?

There’s no doubt that landowners are embracing different
management approaches. Re-wilding and regenerative
farming - where farmers work with the land’s natural
biological systems, in order to increase soil fertility,
sequester carbon and enhance biodiversity - are fast gaining
traction. The latter is championed at Holkham by the Earl of
Leicester who has, alongside his conservation manager Jake
Fiennes (brother of Ralph), seen yields increase and soil
resilience and soil health improve. Other estates are
investing in biodiversity measures to alleviate flood
problems and provide renewable energy.
Companies are getting on the bandwagon too: last year the
multinational brewery BrewDog became one of the very first
large companies to buy land in the Highlands (2,000 acres
north of Loch Lomond) to offset their carbon footprint and
run “sustainability retreats”. Their ESG (Environmental,
Social & Governance) credit rating, should such a thing exist,
soared on the announcement. If many more follow, could this
lead to significant competition in the market?
While it’s true that the direction of travel for land
management and subsidies post Brexit is clear - public money
for public good - is this environmental conscience the sole
driver? With biodiversity and offsetting becoming more
important, could grouse moors, peat bogs and lowland
grazing, with their natural stores of captured carbon, become
income-generating assets in their own right?
There’s no question that the carbon market is big and
growing. While carbon emissions fell in 2020 due to Covid19, the global carbon market grew by 20% to reach a record
$230 billion. What is it? In theory, companies are buying
themselves out of trouble. Those that are polluting can buy
credits from those who are actively contributing to
greenhouse gas reduction, such as landowners who are
providing “ecosystem services” including planting trees,
restoring peatland or adapting soil management. In practice,
it’s early days.

The concept of putting a value on nature isn’t new
to the UK. The Environment Bank [EB]
established in 2006 allows landowners to receive
income in return for wildlife-friendly land
management to compensate for the impact of
property developments. Land available for nature
conservation is registered with the EB, which
liaises with developers and Local Authorities and,
once signed, the landowner receives a capital
payment to commence work and annual payment
for ongoing work.

"Those that are polluting can buy
credits from those who are
actively contributing to
greenhouse gas reduction, such as
landowners who are providing
“ecosystem services” including
planting trees, restoring peatland
or adapting soil management."

Forestry offers another way in. While one investor
admitted that their chief reason for buying was to be
able to stand naked outside their front door, shoot
something and not to worry about it, the majority have
long bought with a keen eye on the Inheritance Tax
advantages. Currently 13% of the UK is wooded,
compared with the European average of 37%. It’s
estimated that 30,000 hectares need to be planted each
year which is triple the annual rate, as part of a “green
industrial revolution” proposed by Boris Johnson.

"It’s estimated that 30,000
hectares need to be planted each
year—triple the annual rate—as
part of a “green industrial
revolution” proposed by Boris
Johnson."
This opportunity hasn’t gone unnoticed. In 2020, a
total of £200.18m of forestry properties traded, the
highest value on record. Strutt & Parker cite average

values of £15,962 per stocked hectare, up 39% on 2019 figures
(a previous high of £10,000 per stocked hectare was recorded in
2015).
As a long-term investment, it’s tax attractive, ticks the carbon
conscience box and is one of the ways to get involved in the
carbon market. The Government’s recent Woodland Carbon
Guarantee allows eligible landowners to sell woodland carbon
in the form of units, a financial value given to each tonne of
carbon stored: £5 to £15 per tonne of carbon dioxide stored to
the government over 35 years at a guaranteed price protected
against inflation.

"As a long-term investment, it’s tax
attractive, ticks the carbon conscience
box and is one of the ways to get
involved in the carbon market."
This begs the question: what about peatlands? Totally
unsuitable for farming, they are nevertheless described as “the
superheroes of ecosystems”. While they cover only 3% of the
world’s land surface (10% of Britain’s), they store at least twice
as much carbon as forests. The potential for owners of
moorland to sell into the carbon market and turn a hitherto
overlooked asset into an income generator is surely huge.
For now, public funding for peatland restoration is limited but
as Government has taken a view that woodland carbon is a
marketable asset, could that change? Some expect to see very
substantial capital appreciation as carbon storage is increasingly
monetised; others are more cautionary and say it’s too early to
tell.
Investing in land and forestry for now is a clever move for those
who want to promote a clean environmental bill of health. But
as the value of carbon storage goes up, could it also prove
financially sound too?

