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Foreword
Welcome to the latest edition of Taking the Pulse.
The past year has been a challenging
period for UK farmers, with the pandemic
continuing to affect operations, particularly
for those businesses that have diversified
into the hospitality and leisure industry.
The end of the Brexit transition period
has brought its own issues and we still
await clarification on the schemes that will
replace Basic Payments. And of course
there’s the weather – an unseasonably cold
April followed by the wettest May on record
– which has brought its own difficulties.
Changing weather patterns seem to be
becoming the norm and farming businesses
are having to adapt to more extreme
weather events, from flooding to drought.
The changing climate and the impact that’s
having on productivity and profitability
is why farming more sustainably is so
important. That and government targets
for the UK to become net zero in carbon
terms by 2050, and clear indications that
the successor to the BPS will be based
on farmers taking action to boost their
environmental credentials, mean that
getting started on the path to net zero is
really important.
We understand that knowing how and
where to start on that journey can be a
challenge in itself, which is why we’ve been
working closely with researchers at UCL

For many farmers,
taking a fresh
look at practices
and embracing
innovation can help
deliver in terms of
both sustainability
and efficiency.
to understand the implications of
climate change on agriculture and what
opportunities are available for farmers to
address them. Our Towards Net Zero in
UK Agriculture report and an introductory
guide that distils the key messages from
that report, are available now.
In this issue of Taking the Pulse, we also
bring together four farmers from across the
farming spectrum who are already making
headway on sustainable practices [p.5].
The quartet share their experiences of 
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how their drives for efficiency – and
profitability – have led to sustainability
benefits too. They discuss the need to
understand and measure baseline carbon
footprint and monitor progress to ensure
that operations are increasingly sustainable
in every sense of the word.
For many farmers, taking a fresh look at
practices and embracing innovation can
help deliver in terms of both sustainability
and efficiency. Harnessing advances in,
genetics, feed efficiency, soil improvement
and automation can make a real difference
to margins and can also reduce the carbon
footprint of the business. Sustainability
will be increasingly tied into viability as
stakeholders – from customers, suppliers
and those who set the rules on
government support schemes – are
focused on new targets.
For many of these initiatives, funding can
help unlock opportunity, for example, the
seed funding and cashflow support that
helped Michelle Waterman and Jonty
Hay’s new integrated supply chain get off
the ground [p.8]. The long-term approach,
for which we are renowned, is particularly
important when investing in projects to
decarbonise your business and pursue a
future that’s net zero.

Foreword

As we look into that future, there is
certainly cause for optimism. As things
start to return to normal, our Regional
Agricultural Directors, Relationship
Managers and Directors are looking
forward to getting out and about to visit
customers once again, and we look
forward to continuing to support you and
your business.

Martin Hanson
Head of Agriculture, HSBC UK
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Sustainability

How can farms shape up
for sustainability?
All eyes are on UK agriculture to help achieve ambitious climate
change targets. What can businesses do pending the launch of new
targets and rewards?
Farmers can’t afford to hesitate when it
comes to rolling out sustainable practices.
That’s the bottom line of recent research by
UCL and HSBC UK on progress towards
Net Zero in UK agriculture.

The profit motive
Our farmers agree that sustainability is
often a natural by-product of becoming
more efficient – and goes hand-in-hand
with profitability.

The industry will carry a big part of the
country’s ambitions to combat climate
change. While Basic Payment Scheme
funding is being phased out, the
government schemes encouraging a more
sustainable approach which will replace it
still lack much detail and will not be fully
rolled out for years.

For Jake Freestone, an arable and sheep
farmer working on the border of
Gloucestershire and Worcestershire, the
journey to more sustainable practices
started with a hard look at the economics
of his business a decade ago.

In the meantime, farmers might
reasonably ask how they can make
immediate improvements in sustainability
before the promised environmental support
schemes have come onstream – without
damaging productivity and profitability.
To get some insight, HSBC’s recent
podcast assembled four farmers
already making headway on sustainable
practices. Together the quartet cover
arable, dairy, sheep, beef and pig farming.

“Margins were getting squeezed,” he
recalls. “We looked at how we could
reduce costs of production, reduce tillage,
reduce inputs without compromising
outputs – looking at profit, rather than just
gross margin.”
Improving efficiency as an arable producer
came with unexpected side-effects.
“We’ve got so many more benefits that
we didn’t really think of at the time: water
quality, cleaner air, reduced emissions
and fundamentally reduced carbon,”
says Jake.
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We’ve got so many
more benefits that
we didn’t really think
of at the time: water
quality, cleaner air,
reduced emissions
and fundamentally
reduced carbon.
Jake Freestone
In common with most big arable
businesses, he has established that
nitrogen fertiliser is the biggest challenge:
“That equates to 54% of our carbon
footprint from the 2019 harvest. We’re
doing some work with Kellogg’s on
nitrogen use efficiency this year, using
satellite technology.”
Livestock efficiencies
For livestock farmers, efficiency gains and
emission reduction are often achieved by
making animals more productive. This is not
a recent trend: the carbon footprint of UK
pig farming, for instance, has been reduced
by almost 40% over the past 20 years,
research has found.1
“This has been achieved through genetics,
1

advances in animal nutrition and investment
in new buildings,” says Richard Lister, a
former chairman of the National Pig
Association. “But the motivation is primarily
profitability. Without profitability, we don’t
have a sustainable business.”
He urges farmers to join forces to boost
efficiency: “We’re part of a benchmarking
group with our vet practice. Sharing
information with like-minded producers is
one of the greatest ways of improving your
productivity.”
Ready for anything
Beef farmer Paul Williams has also achieved
carbon cuts through efficiency measures, in
his case by moving to rotational grazing on
his North Wales land.

“We’ve more than doubled the livestock
units per hectare that we hold, and the
fertilizer usage has gone down. It’s had a
huge impact on the farm’s carbon footprint,”
Paul says.

“We’re doing better feed, better genetics,
better crops. It’s all the same levers that
we’re pulling. But we have got the slight
curveball of government restriction that we
don’t know about,” he points out.

“There’s a clear correlation between a low
carbon footprint and business efficiency.”

Counting carbon
Establishing a baseline is the first step to
tracking carbon reduction. Carbon
accounting might become mandatory in
future. But Jake is heartened by the number
of farmers who, like him, have already
embarked on carbon audit as a first step to
benchmarking.

Taking steps like these allows farmers to
become better prepared for forthcoming
environmental rules – even if those are
currently unclear. Neil Baker, a dairy farmer
on the Somerset/Dorset border, has been
working on carbon reduction measures
for a decade in partnership with major
clients. He’s hopeful that the results
mean his business is ready for what
comes next.

https://www.qub.ac.uk/schools/SchoolofBiologicalSciences/News/NewresearchmethodrevealssignificantreductionincarbonfootprintofBritishpigfarms.html

Many free online tools are available. The
most appropriate tool for any farm will
vary, depending on how the land is used
and what is reared.
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Our farmers are united in hoping for a
standardisation of carbon calculation
methods for each farming sector, whether
through government intervention or
market forces.
It’s important to choose a method that’s
internationally recognised, says Paul.
Beyond that, adds Jake, the method is less
important than the process itself: “If you’re
benchmarking yourself year on year, that’s a
really positive step.”
Down to earth
Action to improve soil health is a key
element of government plans, to protect
fertility and reverse decades of soil loss.
Jake’s farm has a long track record of
reducing cultivation to improve soil health,
having switched to minimum tilling in 2003.
Besides long rotation and a healthy mix of
cover crops, he underlines the benefits of
livestock and arable farmers working
together for soil health.

That’s echoed by Richard, who has derived
good synergy from the arable and pig
farming elements of his Yorkshire business.
Ten years ago he took over a local estate
which had suffered from depleted soil: “By
getting as much good animal manure and
slurry as possible back onto that farm, the
yields there have nearly doubled.” He’s now
looking to invest in storage to allow further
improvements in slurry use on crops.
Paul believes many farmers could benefit
from attention to the soil pH on their land, to
ensure it can make the best of nutrient input.
He too makes use of farm manure, which
does “magical things” to the soil: “Soil heath
is absolutely paramount.”
Protecting peat
Peat restoration and protection to promote
carbon storage is high on the environmental
agenda. The government has promised a
plan for lowland agricultural peatlands by
summer 2022.

As Paul points out, this needn’t mean
leaving peatlands idle. Around a quarter
of his farm is on peatland, which is grazed
in summer by suckler cows. “It’s a massive
carbon sink, but at the same time the land
is still producing beef throughout the year.
The fact that you have peatland doesn’t
mean that it can’t be agriculturally
productive.”
This type of land could also represent a
growing source of farm income through
carbon credits, where companies looking
to offset their carbon footprint pay a set
amount for each tonne of carbon
sequestered.
As this sector grows, Jake sees potential for
farmers in forging a closer relationship with
the companies, perhaps offering farm visits
and environmental training opportunities
for staff on peatland. “It’s a fantastic asset
to have within the farming infrastructure,”
he says.

There’s a clear
correlation between
a low carbon
footprint and
business efficiency.
Paul Williams
Long-term view
Like many other farmers, our podcast
experts are glad to have made tough
investment decisions to drive long-term
sustainable growth. Their farms are stronger
as a result. The gains they’ve achieved
underline the importance of early action to
incorporate green practices – both for farm
success and the best interests of the planet.
HSBC UK Agriculture 7
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Case Study:
Pathway Farming

Building a
better bovine
A bold new approach to beef is
serving up mouth-watering results
to customers – while giving new
farmers their first big break.
The Pathway Farming team

Innovation in genetics has driven huge
advances in quality and feed efficiency for
the pig and poultry industries. Until
recently, however, beef has lagged behind.
Michelle Waterman and Jonty Hay had a
vision to change all that. They saw
potential to create an integrated supply
chain: buying the best possible calves from
the dairy sector, selling them on to farms
for rearing, and buying them back before
slaughter.
It was a tasty proposition – but first there
was an unexpected economic hitch to
iron out.
Supply chain ambition
The pair drew on a strong joint track
record in agriculture and retail to set up
Pathway Farming. Jonty runs a large
broiler operation; Michelle had combined
farming with experience in the food and
retail sector.

I left with the
ambition of setting
up a beef supply
chain that was good
for the animals, good
for the environment
and profitable for all
those involved.
Michelle Waterman

“I left with the ambition of setting up a beef
supply chain that was good for the animals,
good for the environment and profitable for
all those involved,” she says.

The field was clear for the launch of one of
the few integrated supply chains outside the
big beef producers. In practice, however,
there was one big barrier.

As it turned out, Marks & Spencer shared
that vision. Pathway’s plan was designed to
chime with the retail giant’s desire to
source British-produced steak to the
strongest welfare, environmental and
transparency standards – with a reliably
tasty result.

It transpired that few potential third-party
rearing partners could afford to buy the
calves. That meant Pathway would need to
shoulder the cost of ownership throughout
the 500-day rearing process.

M&S offered Pathway a direct contract.
Critically, it would be based on cost, rather
than the state of the notoriously volatile
beef market. And HSBC backed the venture
on the basis of Michelle and Jonty’s
experience and business plan.

Trusted partners
Michelle and Jonty regrouped to find ways
to finance this revised business model.
HSBC once again stepped in, extending
Pathway’s overdraft from £200,000 to
£1.25m to help fund the initial rounds of
stock.
“While there were many risks, we had
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confidence in Jonty and Michelle, so we
backed them to help fill their cashflow
gap and meet M&S’s contractual demand,”
explains Iain Hawthorn, Relationship
Director for HSBC Agriculture in Kent,
Sussex and Surrey.
In the event, the change of plan worked
better for Pathway, allowing the business to
choose rearing partners on the basis of trust.
“Through this model we’ve been able to
work with people who, while they couldn’t
necessarily afford to buy their own cattle,
are really skilled at working with stock,” says
Michelle. “You need good people when
you’re trusting them with animals you own.”

Case Study: Pathway Farming

New entrant
Among those partners is a brand-new
entrant to farming. Rob McAneney, 23, took
on his first tenancy this year under Yorkshire
Water’s Next Generation farming
programme. Shortly after setting up at
200-acre Scow Hall Farm with the help of an
HSBC loan, he took delivery of his first 45
Pathway calves.
“I originally planned to buy in calves and rear
them, but that’s a lot of cashflow to have to
dole out before you see any return,” Rob
says. “The Pathway route will be really
beneficial over my five-year tenancy.”

benefits from a support package and regular
monitoring to ensure grazing protocols are
followed. Rather than traditional B&B rates,
the farmers are paid on the basis of
kilograms gained at the point when the
cattle are returned to Pathway, providing
motivation to optimise good care and
growth.
The benefits are obvious. “We graze cattle
at farms like Rob’s not because it’s
necessarily the quickest way, but because
the result tastes better – and because it’s
what customers want you to do, rather than
keep the cattle in a shed and feed them
cereals,” says Michelle.

Like Pathway’s other rearing partners, Rob

Pedigree beef
farmers have done
a really good job,
but genetics is still
the huge untapped
potential of the
beef sector.

Genetics potential
At the front end of the process, Pathway
works with Cogent and ST Genetics to
ensure a continuously improving stock of
calves with the best potential for efficient
growth.

Michelle Waterman

“Pedigree beef farmers have done a really
good job, but genetics is still the huge
untapped potential of the beef sector,”
Michelle says.

Pathway now has stock valued at more than
£3m on the books, and is already seeking to
extend its pool of six rearing partners and its
dairy sources. With plans to feature the
business in its TV advertising campaign,
M&S is clearly happy too.

“By picking the right animals in the first
place, you can make a material difference
not just to how the animal tastes but to
carbon footprint and feed efficiency. We’re
now seeing the benefits of the new
generations of Angus coming through.
“Historically, it’s been really difficult to invest
in genetics for beef, because dairy farmers

don’t see the benefit of it. But when you
know you will reap the benefits later, you
can afford to invest in that phase.”

“What’s allowed us to invest is having the
stability of an end customer, and a price
based on cost rather than market position,”
Michelle concludes. “We’ve done that by
listening to what the customer wanted: good
ethics, a low carbon footprint, and steak
that’s dependably tender.”
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Martin Hanson
Head of Agriculture UK
07584 404574
martin.hanson@hsbc.com

Euryn Jones
Deputy Head of Agriculture UK
07920 413221
euryn.jones@hsbc.com

Andy Hipwell
Regional Agriculture Director,
Midlands & Wales
07767 005092
andy.j.hipwell@hsbc.com

Grace O’Dwyer
Regional Agriculture Director,
South & East
07387 245 750
grace.m.odwyer@hsbc.com

Helen Guy
National Agriculture Support
Manager
07771 840297
helenguy@hsbc.com

Gordon Whitford
Regional Agriculture Director,
Scotland and Northern
England & Northern Ireland
07771 840799
gordonwhitford@hsbc.com
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