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Modern estates may need to be smaller on the map but stronger in income, says Knight Frank
Acreage can no longer be treated as the default measure of estate strength, Knight Frank says, as inheritance tax changes and years of squeezed margins prompt rural landowners to reassess the role of land, capital and income.
Land has historically been an effective store of intergenerational wealth, supported in part by agricultural and business property reliefs. But with 100% relief now capped at £2.5 million per person for qualifying assets, and 50% relief applying above that level, Knight Frank says some owners are reassessing lower-yielding investment land within the wider estate portfolio.
Over the past decade, margins from traditional investment and trading activities on rural estates have been steadily squeezed; add to this the increased tax burden from recent inheritance tax changes and there is now real pressure to decide whether assets are generating the income needed to support both the estate and the family in the decades ahead.
Ed Mansel Lewis, Partner at Knight Frank, said: “Most estate owners want to hand the estate on in better condition than they inherited it. That objective has not changed, but the environment around it has. Many owners are now looking more closely at how their assets, income and family objectives align.
“In some cases, the modern estate may look smaller on a plan, but stronger in revenue and resilience. The focus is making sure the estate has the income and flexibility needed to sustain itself and the next generation.”
Retaining land will remain the right decision for many owners, whether for strategic, environmental, amenity, family or emotional reasons. For those farming in hand, scale may also remain important in spreading fixed costs across a larger operating base. Others may need to consider whether capital tied up in lower-yielding or non-strategic assets could be redeployed to create sustainable income and support reinvestment.
Knight Frank emphasises that any decision to sell, restructure or wait should be taken as part of a conscious strategy. In some cases, holding assets may be the right response where markets are subdued, capital values are under pressure, development land values are weaker or future policy remains uncertain. The risk, the firm says, is where inaction is driven by incomplete information or delayed decision-making.
A growing part of that conversation is the distinction between repurposing capital and consuming capital. A sale does not necessarily indicate decline; the key question is whether capital is being used to strengthen the estate’s long-term position or simply meet short-term costs.
Ross Houlden, Partner at Knight Frank, said: “For multi-generational estates, the distinction between repurposing capital and consuming capital is critical. Selling a non-core asset to create sustainable income can strengthen the estate. Selling assets simply to meet recurring costs can gradually erode the capital base the family is trying to protect.
“The question is not whether an estate should be bigger or smaller. It is whether the capital is working in a way that sustains the estate and the family. In some cases, that may mean investing back into the estate. In others, it may mean looking off-estate. The purpose should be long-term resilience, not short-term relief.”
Knight Frank says these decisions are often complicated by changing family expectations. Owners may be trying to provide fairly for multiple children, support older generations, meet care or pension needs and still leave the core estate in a condition the next generation can realistically sustain. In that context, commercial performance becomes closely tied to family responsibility.
Robust evidence is increasingly important in helping families and trustees navigate these decisions. Knight Frank says estate owners need a clear understanding of the estate’s true income position, cashflow, creditors, repair liabilities, labour costs, asset-level performance and the assumptions sitting behind internal reporting.
Without that evidence, families and trustees risk making decisions based on sentiment, incomplete information or historic perceptions of value, rather than a clear view of how the estate is performing today.
Alastair Paul, Partner at Knight Frank, said: “These are difficult decisions, often involving family history, emotion and imperfect information. The starting point is understanding the evidence properly. Are the numbers reliable? Are repair liabilities fully understood? Is the estate looking at true performance, or at assumptions that have built up over time?
“The challenge is rarely a lack of ambition. Often, the answers are already within the minds of estate owners themselves. The value of impartial advice is helping families test the assumptions, understand the evidence and work through the emotion, so they can reach decisions with clarity.”
To discuss solutions or estate planning, get in touch with Knight Frank’s Rural Consultancy: https://www.knightfrank.co.uk/commercial/rural-property. 
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