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INTRODUCTION

Since the onset of COVID-19 in early 2020, the global economy

has experienced one of the deepest recessions in decades and,

for some countries, one of the fastest economic recoveries.
Synchronized economic stimulus has been followed by the highest
rate of inflation in Australia since the late 1980s, an unprecedented
increase in interest rates in Australia and elsewhere, and the end of
Australia’s longest uninterrupted period of economic growth!

A DISRUPTIVE PERIOD

The changes in the economy over the past three years provide an
ideal backdrop from which to analyze the performance of farmland
assets. This paper examines the investment resilience of farmland
over the longer term and the performance of the farmland sector
during a period in which inflation has reached a 32-year high.

The period between January 2020 and December 2022 will be remembered not only for the economic disruption witnessed from the global
COVID-19 pandemic, but also for the escalation in the military war in Europe and the ever-present yet potentially increasing trade,

technology, capital, and geopolitical tensions between the US and China.
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Australia’s inflation rate trended in a direction similar to many western economies peaking at 7.8% in December 22. This compares to a peak
of 91% in June 22 in the US, 9.6% in October 22 in the United Kingdom and 10.6% in October 22 in Europe.®

CONSUMER PRICE INDEX, SELECTED COUNTRIES, JANUARY 2020 TO DECEMBER 2022
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FARMLAND HAS PROVIDED CAPITAL
PRESERVATION ACROSS ECONOMIC
CYCLES

During the Global Financial Crisis, the OECD noted that “because
food is a basic necessity, the agriculture sector is showing more
resilience to the global economic crisis than other industries”*

One of the longest and largest farmland data sets is the NCREIF
Farmland Property Index which was launched in 1990 and today
tracks the performance of $15bn+ of US farmland.® US farmland not
only demonstrated resilience during and following the Global
Financial Crisis but also demonstrated similar characteristics during
the Dot Com recession in 2001. From an investor's perspective, this
historical resilience has provided for capital preservation across
economic cycles.® In 2022 and during the early stages of COVID-19 in
2020, US farmland again proved resilient.

US FARMLAND PERFORMANCE SINCE 19907

RECESSION PERIOD US FARMLAND
COVID-19 Q12020 to Q2 2020 0.5%
Global Financial Crisis Q42007 to Q2 2009 18.7%
Dot Com Recession Q12001 to Q4 2001 1.3%

The ANREV Australia Farmland Index® was established in 2015 by
NCREIF and uses the same methodology as the NCREIF Farmland
Property Index® but relies on a much smaller data set. The ANREV
Index broadly mirrors US farmland performance with Australian
farmland quarterly returns remaining positive between January
2020 and December 2022.
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FARMLAND PROVIDES A NATURAL
INFLATIONARY HEDGE

In a 2021 research paper, Stepstone concluded that “agriculture
investments are considered a natural inflationary hedge for
portfolios”. Stepstone found that US farmland returns had a
correlation coefficient to inflation of 0.57 for the period 1960 to 2019.°

The Center for Farmland Research at the University of Illinois in
2020 completed what is likely the most robust recent analysis

of the relationship between inflation and farmland returns. The
paper concluded, “Historically at least, farmland has maintained

the wisdom that was observed perhaps 200 years earlier with
Ricardian theory of rent and the conclusion that land should be
among the greatest stores of real value in periods of inflation... those
relationships appear to still hold across a large set of conditions,
time periods, and treatments of holding intervals"!

INFLATION HAS HAD A VARIABLE IMPACT
SINCE 2020

It's been more than 30 years since inflation reached the levels of >7%
seen in 2022.7 From December 2019 to September 2022, Australian
farming costs increased 24% while commodity prices rose 39%,

more than offsetting higher costs.™* Over the same period,

US farming costs increased 24% and agricultural commmodity

prices increased by 44%."

3 Sources: ABS; Bank Indonesia; European Commission; Office for National Statistics; Statistics Japan; US Bureau of Labor Statistics
4 OECD, 2009, Agriculture more resilient to global crisis than other sectors.
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AUSTRALIA FARM COSTS AND COMMODITY PRICES™
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While farm costs have increased in aggregate, we know the percentage increase in individual input costs and the proportionate rate of use
of each input varies from farm to farm, and commodity to commodity. As a result, the increase in farm production cost has varied across

the sector. Likewise, the extent of commodity price increases has also varied by commmodity. Due to different cost structures, margins have
increased for some farming enterprises while others have experienced margin pressure. This conclusion supports Riparian's experience and
anecdotal evidence as select sub-sectors, particularly annual crops (wheat), have maintained and at times seen higher farm profits in recent
times, particularly when considering increased production, while select permanent crops are yet to experience price increases to the extent

of some annual crops.

AUSTRALIA FARM INPUT PRICE INCREASES 2019-2022¢
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CONCLUSION

Given the relative difficulty of sourcing long-term robust data for
agriculture in general and particularly Australian agriculture, this
paper has at times relied on data from North America.

While the data set is not perfect, it suggests farmland investments
continue to demonstrate resilience during periods of economic
contraction, and long-held beliefs of farmland acting as a hedge to
inflation appear well-founded. Arguably, these return
characteristics, when combined with the emerging environmental
impact opportunities in the conservation of natural resources and
the reduction of GHG emissions in agriculture, suggest farmland
investments have a compelling role to play in modern portfolios.
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PRICES RECEIVED BY COMMODITY
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experienced by Australian farmers may vary for a number of reasons include movements in foreign exchange rates and market



DISCLAIMER

This document is confidential and was prepared by Riparian
Capital Partners Pty Limited ('RCP’) for the benefit and internal

use of the party to whom it is directly addressed and delivered (the
“Recipient”). None of the materials, nor any content, may be altered
in any way, transmitted to, copied, reproduced or distributed in any
format in whole or in part to any other party without the express
written consent of RCP.

This document does not constitute, or form part of, an offer to
purchase or issue interests in a Fund or any security or investment
product. Any such offer or solicitation will only be made only
pursuant to a Confidential Private Placement Memorandum
(together with any supplements thereto, the “Memorandum”) and
the relevant subscription documents, which will be furnished to
qualified investors on a confidential basis at their request for their
consideration in connection with an offering. Any decision by an
investor to invest in the securities described herein should be made
after a careful review of the Memorandum, the conduct of such
investigations as an investor deems necessary or appropriate and
after consultation with legal, accounting, tax and other advisors in
order to make an independent determination of the suitability and
consequences of an investment in the securities.

These materials discuss general market activity, industry or

sector trends, or other broad-based economic, market or political
conditions and should not be construed as research or investment
advice. Recipients are urged to consult with their financial advisors
before buying or selling any securities. The information included
herein may not be current and RCP has no obligation to provide any
updates or changes. No representation, warranty or undertaking,
express or implied, is given as to the accuracy or completeness of
the information or opinions contained herein.

HAS FARMLAND DELIVERED ON ITS INVESTMENT PROMISE?

Except as otherwise indicated herein, the information, opinions and
estimates provided in this presentation are based on matters and
information as they exist as of the date these materials have been
prepared and not as of any future date, and will not be updated

or otherwise revised to reflect information that is subsequently
discovered or available, or for changes in circumstances occurring
after the date hereof. RCP's opinions and estimates constitute
RCP’'s judgment and should be regarded as indicative, preliminary
and for illustrative purposes only.

Certain information contained in this document constitutes
“forward-looking statements,” which can be identified by the

use of forward-looking terminology such as “may,” “will,” “should,”
“seek” “expect,” “anticipate,” “target,” “project,” “estimate,” “intend,”
“continue,” “believe,” the negatives thereof, other variations thereon
or comparable terminology. Due to various risks and uncertainties,
actual events or results or the actual performance of the Fund

may differ materially from those reflected or contemplated in such
forward-looking statements.
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Past performance is not necessarily indicative of future results
and there can be no assurance that targeted returns will be
achieved. There can be no assurance that the Fund will achieve
results comparable to or that the returns generated will equal or
exceed those of other investment activities of RCP or its affiliates
or that the Fund will be able to implement its investment strategy
or achieve its investment objectives. RCP does not make any
representation or warranty, express or implied, regarding future
performance. Targeted investor returns shown herein are based
on assumptions and calculations of RCP using data available to it.
Targeted returns are subjective and should not be construed as
providing any assurance to the results that may be realized by the
Fund in the future.

“Riparian zone" refers to a broad zone
spanning from the riverbank to the floodplains;
it occasionally includes hill slopes that may
influence the stream ecosystem.

Oxford Dictionary 2018





