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A workshop exploring issues that should be considered in developing investment strategies.

It is argued that for successful investment strategies to be developed clear objectives and realistic expectations are needed. Decisions need to reflect the objectives of people involved, a relevant timeframe, and informed attitude to risk/return trade-offs. Decisions about active management strategies should be considered after having regard to the investment experience, access to information, and time availability. These need to contrasted with the requirements for passive management in terms of communication clarity of investment objectives and information feedback quality. Exploring the on- or off-farm investment, essentially an asset allocation decision, need to be considered after reflecting on the existing farm investment as a portfolio of assets (land, livestock, plant and technology, manufacturing, distribution systems and brands) rather than a single assest. The role of professional advisers is considered.

Copies of the discussion paper will be made available on request.

Workshop summary

You need to know what you want and were you are heading to make the best decisions. Price is what you pay, value is what you get. Price and value are not the same.

Are you a speculator or an investor? Investing is putting your money in piggy jar for a purpose. Speculating is like taking a punt or a bet.

On- or off-farm

· When comparing options how are you measuring returns and what do you mean by “farm.”

· How much of your return is due to capital (land and cows) and how much is due to labour and management. What value are you putting on your time?

· Why would you do it? Understanding why is the key for rational decisions. If the professionals you work with don't understand what you want, then their advice may not be appropriate.

Management options

Active  You need experience, information and time. If you don’t have these then you are essentially speculating, not investing. If you already work 50‑60 hours per week, where will you find the time to be actively involved?

Passive  You need communication, trust and to review it. Someone does the work for you. They need to understand What you want? You need to review it to ensure it is what you want.

Asset selection

· No such thing as a farm, just a portfolio of assets that you are driving a return from. Currently have a portfolio of assets including land, stock, plant/technology/processing/ marketing and brands. Currently not 100% clear where the returns come from in your portfolio. May become clearer in the future. Wouldn't invest in areas you are already heavily invested in e.g. Wouldn't invest in Nestle'.

Important aspects to keep in balance

· Qbjectives  Need to determine the purpose you are doing it for. The people involved are an extremely important aspect. More than five years is preferable for investing otherwise you may be getting into speculation.

·     Timing  Challenges can be significant and real. If you buy at a high and are forced to sell at a low due liquidity risk then you may not be able to achieve you time frames that you desire. If you need short term cash you wouldn't aim for long term investments. If your timeline is 10+ years you would aim at investments that cater for this.

· Risk   Need to understand it. Includes personal tolerance (How much are you willing to lose), it can be changing and there can be relationships between risk and return but not always.

· Advisers   Need to understand what you want/need to help make the best decisions for you.
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