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Bank lending to Scottish
agriculture slowed in 2017-18
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There was a slow-down in the total
lending from banks to Scottish
agriculture in 2018 compared to the
previous year. Lending increased by
£22 million, the smallest increase since

2009: UK interest rates 2009. This ls a rise of only one per cent
£0.5 billion hit a then record low, in outstanding debts from banks and
' making it cheaper to mortgage companies.

borrow money The slow-down in the amount of

1980 2018 lending may be a sign of uncertainty in
the future prospects of agriculture.
The Scottish Government collects data from banks and mortgage
companies every year as an indicator of confidence in the agricultural
sector.

Factors that could affect the slow-down
might include overall weak growth in
the economy, or concerns that interest
Bank lending can be a sign of confidence, as banks will only lend when rates may rise in the future.

they think money will be paid back to them and farmers don’t want to

borrow more money than they can repay.



Bank lending to Scottish
agriculture fell in real terms

Lending to Scottish agriculture in real terms Fall in real £13
£234billion | TEIrMS

lending million

£1.8 billion The amount of real terms lending from

banks and mortgage companies to the
agricultural sector fell compared to the
previous year.

This is the first year since 2009 that

1986: A period of high interest 2009: UK interest rates  outstanding debt has not risen in real
rates also coincided with a hit a then record low, terms.

drop in the real terms value of making it cheaper to ' )
outstanding loans borrow money When the effects of inflation are taken

1980 2018 tntq account, lending to Scottish
agriculture fell by one per cent, or
£13 million, in the last year.

We examine lending in real terms to take into account inflation. The
Scottish Government uses a GDP deflator published by HM treasury to
calculate the real terms value of outstanding debt. The GDP deflator
can be viewed as a measure of general inflation in the economy.



Scottish agriculture borrows
from a number of sources

Lending by source and type 2017
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Agriculture’s total outstanding debt includes sources other than banks.
Data from the Farm Business Survey is used to estimate lending from

sources such as hire purchase and leasing of machinery.

Lending lasting over one year is referred to as long term. Short term
lending is considered to be anything lasting less than one year.
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Banks made up the vast majority of
lending to agriculture, with the rest
coming from other sources. In total

35 per cent of lending comes from other
sources.

In addition to the £2.34 billion from
banks, agriculture has an estimated
£1.2 billion of outstanding debt from
other sources. This can include debts
from hire purchase and leasing.

The agricultural sector appears to prefer
to use banks for long term lending
compared to other sources. Long term
bank debts rose from 20 per cent of
outstanding debt in 2007 to 39 per cent
in 2017.



Most loans to Scottish
agriculture are long term

Proportion of long and short term lending to Scottish
agriculture

Short term lending
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Data sourced from the Farm Business Survey gives estimated
proportions of farm lending which is long and short term. We use this
to estimate the proportions of outstanding debt which is long and
short term.

Percentage of
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The proportion of long term lending to
the agricultural sector has been
increasing in recent years. In 2007 long
term lending made up 37 per cent of
outstanding debts; in 2017 this had
risen to 51 per cent.

Feedback from banks suggests this
trend is due to the agricultural sector
moving away from short term lending
such as overdrafts. This is converted to
long term to reduce the overall
indebtedness from informal lending.

Total debts are estimated to equal ten
per cent of farm assets. This is relatively
low since agriculture has a number of
high value assets, for example land.



Scotland mturrors the UK
agricultural sector

Lending to the UK Agriculture, hunting & forestry sector

£18.75 billion

£11.77 billion

2010 2018

This data comes from the Bank of England ‘Industrial analysis of
monetary financial institutions' lending to UK residents — All Currencies'.

We use this data to give a UK wide picture of agricultural debt and to
provide a comparison to Scotland. The UK data also includes lending to
hunting and forestry which is not included in the Scottish figures.
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Lending to the UK Agriculture, hunting
& forestry sector has slowed,
compared to the previous year.
Lending to the sector increased by one
per cent, less than in recent years and
below inflation.

This is similar to Scotland where
outstanding debts to agriculture also
grew by one percent.



Useful definitions

Inflation The rate of increase in prices for goods and services.
Real terms When a value has been adjusted for inflation.

Outstanding debt The total amount of debt a company or person owes that
remains unpaid, which we also refer to as lending.

Long term lending Debt due in more than one year.
Short term lending Debt due in less than one year.

Interest Rates The cost of borrowing expressed at an annual rate: the amount of
interest that would be paid during a year divided by the amount of money loaned.



Bank Advances
to Scottish
agriculture

Data source

This data is collected via the annual Bank
Advances Survey run by the Rural and
Environmental Science & Analytical Services
Division of the Scottish Government. The survey
collects statistics on outstanding debts from all
banks and mortgage companies that lend to
Scottish agriculture.

This publication also uses data from the Farm
Business Survey.

More information is available at
http://www.gov.scot/Topics/Statistics/Browse/Ag

riculture-Fisheries/pubfarmborr

Data sources and more information

Data tables

The data used to create the charts in this
publication are available online in the
accompanying spreadsheet.

If you have any questions or comments about
this publication, please e-mail
agric.stats@gov.scot

or phone 0300 244 9716

Crown Copyright

You may use or re-use this information (not
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medium, under the terms of the Open
Government Licence. See:
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government-licence/



mailto:agric.stats@gov.scot
http://www.gov.scot/Topics/Statistics/Browse/Agriculture-Fisheries/pubfarmborr
http://www.nationalarchives.gov.uk/doc/open-government-licence/
http://www.gov.scot/Topics/Statistics/Browse/Agriculture-Fisheries/pubfarmborr

© Crown copyright 2018

This publication is licensed under the terms of the Open Government Licence v3.0 except where
otherwise stated. To view this licence, visit nationalarchives.gov.uk/doc/open-government-
licence/version/3 or write to the Information Policy Team, The National Archives, Kew, London
TW9 4DU, or email: psi@nationalarchives.gsi.gov.uk.

Where we have identified any third party copyright information you will need to obtain
permission from the copyright holders concerned.

This publication is available at www.gov.scot

Any enquiries regarding this publication should be sent to us at
The Scottish Government

St Andrew’s House

Edinburgh

EH1 3DG

ISBN: 978-1-78781-221-5

Published by The Scottish Government, September 2018

Produced for The Scottish Government by APS Group Scotland, 21 Tennant Street, Edinburgh EH6 5NA
PPDAS466866 (09/18)


http://nationalarchived.gov.uk/doc/open-government-licence/version/3

