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For the past few years the results of our Estate 
Benchmarking Survey have repeatedly reported a 
consistently improving economic performance of 
rural estates in England. It is heartening, despite the 
recession, that the 2010 results summarised in this 
bulletin generally continue this trend.

Diversity is key
Unlike most property assets,  rural estates continued to 
show some growth in gross incomes during last year, 
despite the recession (see Graph 1). 

The austerity measures published in the Coalition 
Government’s emergency budget will affect the incomes 
for all types of businesses over the next few years. 
However, because of their diversity in terms of assets, 
rural estates should be well placed to continue growing.

In contrast, businesses relying solely on the agricultural 
asset to produce an income have been more exposed 
to output and input price volatility. This has led to a less 
stable income stream for these business types. 

Income
A closer analysis of estate gross income shows annual 
growth averaged between 6% and 8% over the past ten 
years except for the survey results published in 2001 
and 2010. In these years gross incomes were squeezed 
because agricultural incomes came under pressure. In 
2001 wheat prices fell to below £70 per tonne from peaks 
of £120 per tonne in the mid 1990s and, according to our 
research, both Agricultural Holdings Act Tenancies (AHA) 
and Farm Business Tenancy (FBT) rents were also under 
pressure in 2001 falling by 3% and 2% respectively.

However, the 2010 results also reflect income pressure 
on other assets including mineral receipts, which have 
been hit by the downturn in the construction industry.

Regional analysis 
Our research shows significant variations in income 
streams between the English regions. As Graph 2 
illustrates, the eastern and northern regions are more 
reliant on agriculture than the south and the west. 
Understanding and fully exploiting the opportunities 
offered by location are fundamental to the long term 
performance of rural estates.

Residential and commercial property income dominate 
in the South East of England. Our analysis shows 
residential lettings void periods over the past two years 
in this region of 4.4%, which is well below the average 
for ‘All Estates’ of 5.5% suggesting that rental demand  
is also higher here than in other regions.

Rural estates located in the South West of England 
successfully tapped into the tourism opportunities on 
offer in this popular holiday region. Leisure income 
contributed over 10% of gross income in each of the 
past two years – double that recorded on ‘All Estates’. 

The recent announcement that the proposed changes  
to the capital and income tax treatment of holiday homes 
are being shelved will help support this income stream.

Agricultural income
Across ‘All Estates’ in England the income derived from 
all agricultural sources remained steady in 2010 at £64 
per acre (£158 per ha) reflecting the current pressures 
faced by the agricultural industry with falling commodity 
prices and higher input prices. Our analysis shows that 
the volatility in the in-hand farming sector contributed to 
this weakening position.

In 2010 average in-hand farm incomes (net income after 
deduction of property repairs, insurance, third party rents 
and interest on borrowed working capital) and contract 
farming incomes fell back from the highs of the 2009 
survey year to £91 per acre (£225 per ha) and £98 per 
acre (£242 per ha), across all regions and farm types.

In contrast, average AHA rents increased 4.4% on ‘All 
Estates’ during the 2010 survey to £67 per acre (£166 
per ha) following an increase of 8% the previous year. 
The majority of this uplift was in the livestock sector, 
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Graph 1.
Diverse income streams give steady growth

Source: Savills Research
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Graph 2.
Regional income streams

Source: Savills Research
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‘Understanding and fully exploiting 
the opportunities offered by location 
are fundamental to the long-term 
performance of rural estates.’



Savills Research | Rural 2010

where average AHA rents on sheep and beef farms rose 
10% to £50 per acre (£124 per ha) (see Graph 3). 

In contrast, the pressures on dairy profitability reduced 
average AHA rents in this sector by -2% to average £70 
per acre (£173 per ha).

FBT rents increased 2.1% in 2010 to £83 per acre 
(£205 per ha). The FBT area, as a proportion of the let 
agricultural area, increased again in 2010 to over 35%. 
We expect further increases in average agricultural rents 
going forward, but tempered by the uncertainty about the 
next round of CAP reform and the current milk price. 

Residential income
Residential income continues to increase at an annualised 
rate of 5% per year for the past three years. The average 
rental income, including 5.4% voids, from Assured 
Shorthold Tenancies (ASTs) was £7,845 per dwelling 
for the 2010 survey year, an increase of 3.9% on the 
previous year and reflects a premium over mainstream 
(UK) residential rents, which increased by around 1%.

Regulated rental incomes increased by 8% in 2010 to 
£4,589 per dwelling. Working with tenants to manage 
improvements proactively can maximise the rents 
obtained in this sector.

ASTs represented 75% of all rented housing stock in 
2010, up from 74% in 2008, maintaining the steady 
upward trend. Looking ahead there are differing market 
forces to contend with. The downward pressure generated 
by the current economic climate may increase void 
periods and rent arrears, but, in turn, may also increase 
the demand for rented accommodation as potential 
homeowners remain constrained by a lack of equity. 

Our survey recorded average AST rents of almost 
£11,000 per dwelling in the South East of England in 
2010, 10% higher than in 2009. AST rents increased 
across all other regions except the West Midlands and 
the South West of England, where they fell to £7,230  
and £6,710 per dwelling respectively (see Graph 4). 

Graph 3.
Rents by farm type

Source: Savills Research
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Graph 4.
Residential rents across the regions

Source: Savills Research
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Commercial and leisure income
Despite the current economic climate the income 
generated from these sectors continues to rise and 
represents a healthy 20% of gross income. However, 
all commercial workspace rents, with the exception of 
light industrial, have weakened. Average office rents fell 
-5.4% in 2010 to £8.76 per sq ft. Let retail and storage/
distribution units recorded falls of -8.4% to £9.49 per sq 
ft and -6.3% to £2.51 per sq ft respectively. 

In contrast, rental income for units let for light industrial 
use strengthened by 11% to £3.49 per sq ft, which 
is at odds with the main stream commercial market. 
Commercial workspace rental levels follow a similar 
pattern to residential rents with the highest rents 
achieved in the South East of England. 

The most significant change to this sector was the 
income derived from telecom masts which fell -17% 
in 2010 to £6,055 per mast. This does not necessarily 
represent actual market evidence for the purposes 
of assessing Market Value, but is likely to reflect 
consolidation by the operators as they strive to reduce 
site numbers. Proactive management to achieve realistic 
deals going forward may mitigate the potential size of any 
income reduction from these assets.

Other income
Income from all other sources which include woodland, 
sporting, minerals and wayleaves came under pressure 
in the 2010 survey year and represented 7.4% of gross 
income compared with 9% in 2009. The most significant 
reduction was recorded for mineral income which fell by 
more than half to £3.80 per acre (£9.40 per ha), which 
can largely be explained by the current lack of demand 
from the construction industry. 

Investment performance
Our research shows a significant improvement in the 
investment performance of rural estates in 2010 with 
an average total return from All Let Property across 
‘All Estates’ of 7.1% (net income 1.4%, capital growth 
5.7%), which is significantly higher than the 1.9% 
recorded in 2009 (see Graph 5).

Positive capital growth (4.4%) of the residential assets  
in 2010 compared with the -9% fall recorded in the 2009 
survey contributed to this improved performance. 

The performance of rural estates remains competitive 
and has outstripped commercial property and bonds 
which, according to IPD property indices, have shown 
returns of 3.5% and -0.3% in the year to December 
2009. Our research shows that annualised over three, 
five and ten year periods, rural property has consistently 
outperformed the main investment asset classes.

Net Income and Costs
Our 2010 survey results show that the average net 
income (before depreciation, finance, drawings and tax) 
increased by 4.8% during 2010 to £108 per acre (£267 
per ha). This reflects an easing back from the strong 
upward trend of the past decade (see Graph 6).

The fact that net income rose at a greater rate than gross 
income is explained by a more efficient management of 
costs. Property repairs, a significant cost representing 
over 20% of gross income, fell by -2.1% to £39.50 per 
acre (£98 per ha) relieving some of the upward pressure 
recorded over the past few years. 

Total management costs (cost of estate office plus 
management fees) increased 6.6% in 2010 and on  
the average estate represent 11.8% of gross income 
(£22 per acre (£54 per ha)). 

All other estate costs increased 3.9% to £19 per acre 
(£47 per ha) in 2010. These include insurance costs 
which increased by 6.6% to £4.60 per acre (£11.40 
per ha). This reflects the higher capital sums requiring 
insurance including better residential stock. This is set to 
continue with the increased levels of Insurance Premium 
Tax (IPT) announced in the budget. n
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Graph 5.
Investment performance

Source: Savills Research
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Graph 6.
Net income and expenditure

Source: Savills Research
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‘Our research shows that annualised 
over three, five and ten year periods, rural 
property has consistently outperformed 
the main investment asset classes.’



Outlook

Our research suggests that the gross income of 
English estates should over the long term continue 
to improve at a rate just ahead of inflation. However, 
the Budget’s austerity measures and the continuing 
economic pressures globally will constrain growth in 
the next two years. 

We expect incomes in the agricultural, commercial  
and leisure sectors to be under the most pressure.  
In contrast, as the ‘equity gap’ grows and we follow 
the European model of an increasing proportion of the 
population renting rather than buying, the increasing 
shortage of quality rental properties is good news for 
those estate owners with residential portfolios.

A forensic management of costs including property 
repairs combined with maximising rental income in 
terms of managing void periods for all property assets 
across the estate business will secure a similar trend 
for net income. 

Proactive management of all property assets will help 
reduce void periods. For example, early discussions 
with tenants over the new ratings list can help safe 
guard the long term value of commercial property. 

In addition, a positive trend in income will feed 
into an improving performance from an investment 
perspective as capital values across all property 
sectors respond to healthier economic conditions.

It is recognised that not all these income streams apply 
to all estates, but the summary of the key factors that 
may influence the general direction of these income 
streams will be applicable to many. 

There will be variation in income growth depending 
upon the opportunities offered by factors such as 
location, resources and local planning.

As long term supplies of fossil fuels come under 
pressure and energy prices rise an increasing  
number of estates are looking at renewable energy 
sources (particularly photovoltaics and wind). 
However, our research suggests only 2% of estates 
have actually carried out an Energy Audit. Renewable 
energy opportunities not only reduce the estate’s 
reliance on fossil fuels but can generate good returns 
from investment. There are also attractive grants 
available to both landlord and tenant to improve 
energy efficiencies. 

Ultimately, the success of the business will involve  
the effective management of all the resources under 
the control of the estate manager with a focus on 
those income opportunities that are likely to deliver 
real performance working to a rigorous business plan.

Knowledge is essential, both of the past and current 
performance, and this is where the Savills Estate 
Benchmarking tool will help. In addition, the survey 
results can be used to monitor existing plans to ensure 
they stay on track or can be modified and adjusted to 
new circumstances.
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Graph 7.
Diverse income streams ensure positive trend

Source: Savills Research
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‘The increasing shortage of quality rental 
properties is good news for those estate 
owners with residential properties.’
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Savills plc
Savills is a leading global real estate service provider listed on the London Stock Exchange. The company established in 1855, and has a rich heritage. It is a company 
that leads rather than follows, and now has over 200 offices and associates throughout the Americas, Europe, Asia Pacific, Africa and the Middle East.

This report is for general informative purposes only. It may not be published, reproduced or quoted in part or in whole, nor may it be used as a basis for any contract, 
prospectus, agreement or other document without prior consent. Whilst every effort has been made to ensure its accuracy, Savills accepts no liability for any direct or 
consequential loss arising from its use. The content is strictly copyright and reproduction of the whole or part of it in any form is prohibited.

Savills Research | Rural 2010

Rural Estate Management and Consultancy Services
Savills has one of the largest rural estate management 
and consultancy teams with more than 200 full-time rural 
professionals operating out of 30 offices. Together the team 
is responsible for the management of more than two million 
acres on a day-to-day or consultancy basis.

South 
Simon Peck 
01722 426854 
speck@savills.com 

East 
Guy Warde-Aldam 
01603 229216 
gwarde-aldam@savills.com 

Mike Pennington 
Head of EBS Group  
& South West 
01392 455710 
mpennington@savills.com 

East Midlands 
Mark Jones 
01522 508950 
mjones@savills.com 

Central England 
Brian Gargett 
01865 269048 
bgargett@savills.com 

Scotland 
Kenny Munn 
01738 477515 
kmunn@savills.com 

West Midlands & Wales 
David Surtees-Dawson
01952 239517 
dsurtees-dawson 
@savills.com 

North 
Elizabeth Nelson 
01904 617836 
enelson@savills.com 

The survey analyses the performance of the property assets 
of each participating estate against a benchmark for the 
12 months to 5th April 2010. Across the UK 200 estates 
representing in the order of one million acres participate in the 
survey. The size of the sample enables the analysis of subsets 
of data, including individual regions, estate and farm type.

Estate structure
The average estate structure is around 4,500 acres, 
this includes 48 residential properties and 9,750 sq ft of 
commercial workspace. 

Estate ownership
Institutionally owned estates represent a quarter of estates 
with the remainder in private ownership. The owner is 
resident on three quarters of the privately owned estates.  

This report  is produced by the Savills Research department, 
using extracts from our own research and analysis. For more 
information on the full range of our rural property and business 
research and consultancy services, please contact Ian Bailey  
or browse our website at www.savills.co.uk/research

Ownership objectives
Long term retention of the core estate and income 
generation remain the key objectives for the owners of 
these rural estates followed by return on capital and then 
environmental stewardship.

All participants receive an executive summary and detailed 
report of their results against the average of ‘all estates’. The 
reports give participants the information they need to identify 
the current performance of each sector of their business and 
shows how it is performing against similar businesses and 
includes analysis relating to:

This information enables participating estate owners and 
managers to highlight the strengths and pinpoint the 
weaknesses of their business. This analysis is an essential 
foundation from which a realistic business plan can be built.

Applied Research – Estate Benchmarking Survey

For further information please contact:

Ian Bailey
Head of Rural Research 
01797 230 156 
ibailey@savills.com 


