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Project description

Introduction

UK agriculture is at a pivotal moment. British Lloyds Banking Group, serving over 46,000
farming faces rising challenges: volatile input farming businesses, recognised the need for
costs, soil degradation, biodiversity loss, and better evidence on how farming and nature
climate shocks. The Farming Profitability Review, interact, and for practical financial solutions that
commissioned by Defra, noted that these help farmers grow and build resilient farms.

challenges weaken the UK’s food security and
threaten the viability of farm businesses, with
almost a third of British farms making a loss in
2023/24.




Over the past several years, Lloyds Banking
Group has built a strong evidence base to support
the transition to regenerative and sustainable
farming. Their work began through a long term
partnership with Soil Association Exchange (SAX),
through which they helped support development
of a robust farm level baseline methodology.

The insight gained developed into their
Grounded in Evidence report, and an evidence
based advisory approach. This foundation
enabled farmers to understand their starting
point and identify practical changes that can
improve soil health, reduce emissions and inputs,
and enhance biodiversity, while retaining a focus
on profitable food production and capitalising on
income opportunities.

Building on this farm level insight, they then
focused on addressing the systemic data gap
across UK agriculture. To understand where the
greatest opportunities to support their farmers
are, they combined multi-source geospatial
intelligence from Earth Blox with over 685 on-
farm environmental assessments through their
SAX partnership. By doing this, they were able
to map how their farming clients work with the
natural environment:

The research combined geospatial data with
on the ground farm insights, analysing 5.1
million hectares of farmland - equivalent

to around 30% of the UK’s utilised
agricultural area. This created one of the
most extensive views yet of how farmed
landscapes interact with nature at both the
national and regional level.

The analysis demonstrated a strong business
case for sustainable and regenerative
practices, showing that, when the right
practices are paired with the right support,
farming with nature can strengthen long term
resilience and profitability.

The analysis, published within the

Farming with Nature report, highlights that
while regenerative farming offers clear
long-term benefits, farmers often face short
term cashflow pressure, upfront investment
requirements and potential yield impacts
during the early years of transition.



https://www.lloydsbankinggroup.com/assets/pdfs/who-we-are/financing-a-green-future/grounded-in-evidence-a-way-forward-for-british-farms.pdf
https://www.lloydsbankinggroup.com/sustainability/climate-and-nature/sustainable-farming/farming-with-nature.html

Results

Business benefits - Risk reduction,

Cost saving & Growth

Across a diverse set of UK farming systems The results outlined below were from separate
(arable, livestock, dairy, poultry and mixed farms and although they may not be possible for
enterprises), farmers provided evidence to all farms, they demonstrate what is possible.

demonstrate that integrating sustainable and
regenerative practices can deliver material
financial benefits, particularly through cost
reduction, margin improvement and income
diversification.

Risk reduction and resilience

Reduced exposure to input price volatility was
achieved through:

e Lower reliance on bought-in feed, fertiliser, ~® Greater production stability in extreme
pesticides and agrochemicals, in some cases weather years, including droughts, owing to
removing entire cost categories. improved soil structure, higher soil organic

- matter and more resilient pasture systems.
e |mproved water security via rainwater

harvesting and on-farm storage, reducing
dependence on mains and groundwater in
drought-prone regions.




Cost savings

e ~£20 per acre per year from eliminating °
insecticide use following habitat creation
and integrated pest management.

e £30,000 annual feed cost reduction from
shifting to grass-based livestock systems
and adaptive grazing methods.

Growth and income diversification

New and more stable income streams were °
generated through:

e Environmental land management
schemes (e.g. stewardship and incentive
payments), in some cases increasing annual
environmental revenues.

e Creation and enhancement of field margins, e
hedgerows, trees, herbal leys and wildlife
habitats increased on-farm biodiversity and
pollinator presence, supporting both wildlife
and crop productivity.

e Tree and hedge planting on previously
unproductive land delivered new habitats,
agroforestry systems and wildlife corridors,
while also generating grant-supported
income.

e Actions including adoption of reduced
tillage, cover cropping and diverse crops
rotations improved soil structure and
increased soil organic matter.

A

£61,000+ per year in reduced fertiliser,
pesticide and fuel costs in a modelled
400-hectare arable system combining
multiple transition practices (=£150/ha).

One large arable business reported overall
gross margins increasing by more than 60%
following the introduction of diversified
rotations, reduced tillage and stewardship-
supported measures.

Reduced tillage, permanent soil cover and
improved grazing management reduced
erosion and improved water infiltration.

Reduced fertiliser, pesticide and slurry
losses contributed to improved water
quality.




Lessons learned

Turning insight into action - this evidence base
made clear that farmers need targeted financial
support to overcome the early stage costs and
risks of transition, and the bank has used these
findings to shape a practical response. Their
research into how farms depend on and impact
the natural environment has directly informed
the development of their new Agriculture
Transition Finance (ATF) product.

e ATF addresses barriers highlighted in the
Farming with Nature report, by providing fee
free lending and capital repayment holidays,
giving farmers the financial breathing space
needed to invest in change.

Hectares analysed

Counties

Approximate area of
opportunity (hectares)

@ 221.300-350,000

@ 141100221300

B 72.300- 141100
26,600 - 72,300
100 - 2,700

Total assessed area % of total % of total
(ha) 5,100,000 ha | assessed area | farmed area

Region®

England 3,150,000 ha 62% 35%*
Scotland 1,650,000 ha 32% 45%°
Wales 300,000 ha 6% 15%

*NB — Northern Ireland is not within the scope of this report.

e Read the full report: Farming with nature:
mapping the growth opportunity for UK
agriculture - Lloyds Banking Group plc

e The ATF supports the adoption of
regenerative practices, enabling the delivery
of key regional opportunities such as cover
cropping in East Anglia, reduced artificial
nitrogen usage in Scotland and mob grazing
in Wales.

e Built with farmers in mind and informed by
robust evidence, ATF demonstrates how
Lloyds Banking Group is aligning insight, data
and finance to support nature recovery and
industry resilience for UK agriculture.

Source: Lloyds Banking Group,
Farming with Nature Report. Further
maps available in report covering
opportunities for habitat creation,
water management, cover cropping
and tree planting.

e Find out more about our Agriculture
Transition Finance: Agriculture Transition
Finance | Lloyds Bank Business



https://www.lloydsbankinggroup.com/sustainability/climate-and-nature/sustainable-farming/farming-with-nature.html
https://www.lloydsbankinggroup.com/sustainability/climate-and-nature/sustainable-farming/farming-with-nature.html
https://www.lloydsbankinggroup.com/sustainability/climate-and-nature/sustainable-farming/farming-with-nature.html
https://www.lloydsbank.com/business/sustainability/products-and-services/agriculture-transition-finance.html
https://www.lloydsbank.com/business/sustainability/products-and-services/agriculture-transition-finance.html

