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Agenda

The way corporates think.

Corporate investment models.

How does this translate into
opportunities for farmers?

Murray dairy region.




The Way Corporates Think

Corporates typically think about their investment in agriculture in
terms of;

— Overall returns including capital appreciation.

— Long run land and water values.
—  Operating returns from milk production.

— Cash return profile.

—  Whether cash injections will be required during the life of the investment.
—  Whether cash distributions will be made and how often.

— Exit strategy.
—  What the options are for exit.
—  How liquid (illiquid) the dairy property market is.
—  Who the potential buyers would be.

— Risk.

—  Controllable (Insurance, OH&S, Management transparency)
— Uncontrollable (Weather, Milk price, Government policy)




Corporate Investment Models
Own and Operate.

Control.
Knowledge of agriculture.
Staff and alignment of goals.

Equity Investment.

Investor typically a minority partner.
Farmer operates the business.
Investor often passive.

Typically small investments.
Alignment of goals.

Franchise/Share Partnerships.

Investor provides capital and typically owns land and infrastructure.

—  Can provide better systems (Reporting, OH&S).

Franchisee has equity via the herd and plant.

—  Provides knowledge and ability to deliver returns.

Better alignment of goals as both have “skin in the game”.

Agreements need to balanced to ensure both parties are working towards the same
goal.




How does this translate into opportunity?

Corporate Investors want to invest in agriculture but are not
always sure how.

Exposure to agriculture assets de-risks PE investment portfolios.
International investors understand the thematic (supply & demand).
Difficult for large investors to find scale.

It is a new investment area so track record is not yet established.

Potential exists for farmers to form business relationships with
corporate investors.

Traditional sources of capital (banks) currently difficult to obtain and in many cases
looking to reduce their exposure.

Many dairy businesses need to invest capital in upgrading infrastructure and for
economies of scale to remain viable.

High cost of entry is making it increasingly difficult for aspiring land owners to enter the
market.

High debt levels in many family farms is making generational change difficult.




Murray Dairy Region

Murray Dairy Region has the resources required for an investment
In dairy.

— Land.
— Already developed.
— Amalgamation potential.
— Scale.

— People.
— Large labour pool.
— Business support resources (consultants).

— Manufacturing Capacity.
—  Major players located in region providing price competition.
—  Processors currently have excess capacity.

— Grain and Fodder production proximity.
—  Close to major grain and fodder production sources.
— Excellent logistic resources.

— Water?
— lrrigation infrastructure.
— Good short term water availability.
— Longer term?




Conclusion

The combination of external Investment capital and the know how

of Farmers represents a significant opportunity for;

— Investors to gain exposure to agriculture.
— Farmers to grow their business and reduce debit.
— The dairy industry as a whole.

—  Thank you.




