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THE END OF THE JAPANESE FARMLAND
BEAR MARKET?
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“Japanese farmland is difficult to
purchase, even for Japanese
nationals. So how can you get
exposure to a rise in farmland
values?”

At the peak of the bubble economy in 1991, Japanese farmland was worth six times as much as US farmland
according to US data from the US Department of Agriculture (‘USDA’) and Japan data from the Japanese Real
Estate Institute (‘JREI’).

While the above chart shows Japanese farmland values being constant from the late 1980s to the 2010s, in Yen
terms it has been falling. According to the most recent report on Japanese farmland from the JREI Japanese
farmland values have been falling continually since 1993, and rents have been falling since 1987.

RUSSELL CLARK – MARKET VIEWS

RUSSELL CLARK – THE END OF THE JAPANESE FARMLAND BEAR MARKET

The fact that Japanese farmland is trading below US farmland values is surprising, as Japanese food prices tend
to be higher than US prices for agricultural products. Japan is both a large producer and importer of US pork,
but wholesale pork prices in Japan are usually 2 to 3 times US prices.

One reason for fewer farmland buyers has been the contraction of the Japanese pig farming industry. The
number of farms has fallen by nearly 90% while the number of pigs farmed has fallen 20% since 1991.
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However, the emergence of China as a large importer of pork could change the fortunes of Japanese pig
farmers. China now imports more pork from the US than Japan.

Chinese pork prices have now also moved above Japanese pork prices.
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Japanese farmland is difficult to purchase even for Japanese nationals. However, most Japanese bank lending
uses land values rather than building values for collateral (earthquakes have made building values
unpredictable). If land values start rising, then Japanese banks should also begin to benefit. Japanese banks,
just like Japanese farmland have roundtripped back to the 1975 index levels after spiking higher in the 1980s.

Both Japanese land and Japanese banks look like beneficiaries of rising food prices in Japan.
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DISCLAIMER
This Market View has been prepared and issued by Russell Clark Investment Management Ltd (the "Firm") authorised and regulated
by the Financial Conduct Authority. It has been approved as a financial promotion by the Firm and as such is intended for
professional clients and eligible counterparties only and is not intended for retail client use. It is not intended for distribution to
any country where such distribution or use would be contrary to local law or regulation.
This Market View is provided for information purposes only and should not be regarded as an offer to buy or sell any investments or
related services that may be referenced herein. No guarantee is made as to the accuracy of the information provided which has been
obtained from sources believed to be reliable. The view expressed in this Market View are the views of the portfolio manager at time
of publication and may change over time. Nothing in this Market View constitutes investment, legal tax or other advice nor is it to be
relied upon in making an investment decision. No recommendation is made positive or otherwise regarding individual securities
mentioned herein. Past performance is not indicative of future performance. The price of investments can go up as well as down and
can be affected by changes in the rates of exchange. The information contained in this document is strictly confidential and is
intended only for the use of the person who has been provided the Market View by the Firm. No part of this Market View may be
divulged to any person, distributed, resold and or reproduced without the prior written permission of the Firm.
Where “forward looking” information, including estimates, projections and subjective analysis and judgement are provided no
representation as to the accuracy of such projections or estimates or that they may be realised. Certain assumptions used in
formulating such “forward looking” information may differ materially from actual events or conditions.
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