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Item: 08.08 
 
Subject: INVESTMENTS - APRIL 2012 

Presented by: Corporate & Business Services, Craig Swift-McNair 
 

Alignment with Delivery Program 

1.4.2  Manage Council’s financial assets & to provide accurate, timely and reliable 
financial information for management purposes. Strategic financial planning & 
reporting and operational financial services - including payroll, accounts payable, 
investments, debt recovery, revenue and rates billing, asset accounting, grant 
administration, taxation compliance (FBT, GST, PAYG), budget preparation, general 
accounting.   
 
 

 

RECOMMENDATION 
 
That Council receive and note the investment report for April 2012. 
 

Executive Summary 

Investment balances and performance for the month of April 2012. 

Discussion 

This report provides details of all funds that Council has invested under section 625 
of the Local Government Act, as at 30 April 2012. 

All investments were made in accordance with the Act, Regulations and Council’s 
Investment Policy. 

Developments 

Staff continue to monitor opportunities to switch to allowable alternate investments 
with a greater forecast investment return to maturity. 

Council’s independent advisor, Denison Advisory Services, is continuing to work with 
the Finance team in reviewing Council’s portfolio and investment strategy. 

Council’s total investment portfolio performance for April performed 1.09% above the 
benchmark (5.65% against 4.56%) and accrued investment income is 124.50% 
above the year-to-date budget. 
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Other Issues 

‘Current value $’ in the table above is the estimate of current realisable value for the 
investment as provided by Denison Advisory Services. It should be noted that this is 
not necessarily the amount that is expected to be received upon maturity. 

All CDO investments are now outside of legislative and policy guidelines, which 
technically require remedy. These CDO’s are unlikely to make maturity but given 
there is effectively no secondary market for these investments the opportunities to 
exit them are limited. 

Port Macquarie Hastings Council

Investment Summary ‐ 30 April 2012

Inv Name Type

Purchase 

Date

Maturity 

Date

 Current 

Yield  Face Value Valuation $ Value

Aphex Pacific Capital Ltd Series 2006‐5 Glenelg CDO 13‐Jun‐06 22‐Dec‐14 6.6817% $3,000,000 19.070 $572,100

Corsair (Cayman Islands) No 4 Series 5 Torquay CDO 6‐Jul‐06 20‐Jun‐13 n/a $3,000,000 0.000 $0

Miami CDO CDO 4‐Apr‐07 20‐Mar‐17 0.0000% $3,000,000 30.000 $900,000

Total CDO's $9,000,000 $1,472,100

Inv Name Type

Purchase 

Date

Maturity 

Date

 Current 

Yield  Face Value Valuation $ Value

Bank of Queensland Limited FRN 30‐Mar‐11 30‐Sep‐13 6.5333% $1,000,000 99.570 $995,700

Holiday Coast Credit Union FRN 4‐Nov‐04 17‐Apr‐13 8.6200% $2,000,000 97.850 $1,957,000

Royal Bank of Scotland FRN 10‐Mar‐11 10‐Mar‐14 6.9617% $2,000,000 94.960 $1,899,200

Total FRN's $5,000,000 $4,851,900

Inv Name Type Date

y

Date   Yield  Face Value

ANZ Bank TD 8‐Jun‐11 8‐Jun‐12 6.3500% $4,000,000

Commonwealth Bank TD 20‐Dec‐11 18‐Dec‐14 5.7600% $2,000,000

ING Bank (Australia) Limited TD 3‐Mar‐11 3‐Sep‐12 6.6100% $3,000,000

ING Bank (Australia) Limited TD 3‐Mar‐11 4‐Mar‐13 6.7700% $3,000,000

ING Bank (Australia) Limited TD 7‐Mar‐12 3‐Dec‐12 6.0000% $4,000,000

ING Bank (Australia) Limited TD 20‐Dec‐11 20‐Dec‐16 6.1600% $3,000,000

ING Direct TD 8‐Jun‐11 7‐Jun‐13 6.5300% $3,000,000

National Australia Bank TD 25‐Jul‐11 25‐Jul‐12 6.3900% $8,000,000

National Australia Bank TD 20‐Dec‐11 20‐Dec‐12 5.7500% $5,000,000

Rabobank TD 9‐Jun‐11 12‐Jun‐12 6.5000% $1,000,000

Rabobank TD 9‐Jun‐11 10‐Dec‐12 6.5400% $1,000,000

Rabobank TD 9‐Jun‐11 10‐Jun‐13 6.7000% $1,000,000

Rabobank TD 9‐Aug‐11 9‐May‐12 6.1500% $1,000,000

Rabobank TD 9‐Aug‐11 9‐Jul‐12 6.3000% $1,000,000

Rabobank TD 11‐Nov‐11 11‐Nov‐16 6.3000% $2,000,000

St George Bank TD 16‐Mar‐12 14‐Sep‐12 5.8500% $4,000,000

Suncorp Metway Term Deposit TD 18‐Dec‐09 18‐Dec‐12 7.4500% $1,000,000

Westpac Term Deposit TD 14‐Sep‐11 14‐Sep‐16 6.0500% $7,000,000

Westpac Term Deposit TD 11‐Nov‐11 11‐Nov‐16 6.2200% $3,000,000

Westpac Term Deposit TD 11‐Nov‐11 11‐Nov‐14 5.9200% $3,000,000

Total TD's $60,000,000

Cash Fund

Westpac Business Cash Reserve Account CASH 4.25% $16,902,556

Capital Protected Equity Linked Notes Rating Date

y

Date Valuation Face Value $ Value Comment / Protection

Emu Note AAA 26‐Oct‐05 30‐Oct‐15 87.000 $1,000,000 $870,000 Estimate ‐ No Val Rec'd

L'reach S24 Regional Prop A+ 14‐Dec‐06 13‐Dec‐12 97.040 $3,000,000 $2,911,200 Delevered ‐ Deutsche

L'reach S32 Partnership A+ 30‐Nov‐07 23‐Nov‐14 86.600 $3,000,000 $2,598,000 Delevered ‐ UBS

WBC Ethical Note AA 4‐Jul‐06 5‐Jul‐12 99.081 $1,000,000 $990,812 Delevered ‐ Westpac

WBC Global Property Note AA 15‐Sep‐06 17‐Sep‐12 97.061 $1,000,000 $970,611 Delevered ‐ Westpac

WBC Focus Notes AA 20‐Dec‐06 20‐Dec‐12 98.462 $1,000,000 $984,616 Delevered ‐ Westpac

Total Cap Protected Notes $10,000,000 $9,325,239

Portfolio $100,902,556 $92,551,795
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As reported previously, the Equity Linked Notes have been de-levered, meaning no 
further coupons will be received. Invested capital for those products has reverted to 
underlying zero coupon bonds (low risk instruments with highly rated institutions). 

Investment Portfolio Summary (Denison Advisory Services) 

The following sections relate to Council’s portfolio at April month end. PMHC’s 
portfolio totals $100.9mm (March $103.7mm) and is represented in the graph below 
showing each component – note that these amounts use the face value amounts of 
each investment made. 

 
 
At April month end the market valuation for the portfolio was $100.9mm (March at 
$95.4mm and Feb at $89.13mm).  
 
The CDO investments as a whole weakened slightly whilst the Floating Rate Notes 
and Capital protected notes again rose or were stable as they neared their scheduled 
maturities and term deposits were stable.  

The portfolio continues to retain a high level of overall liquidity. The cash component 
totals $16.9mm and both the FRNs and Capital Protected investments can be 
liquidated – the TD portfolio has a spread of maturities providing the portfolio 
additional liquidity if required. 

Market & Economic News 

Whilst market activity in March was positive April saw a movement out in credit 
spreads and modest drops in equity markets as the European outlook lurched to the 
negative and weak data from China and the US weighed on investor sentiment.  
Soft economic data released over the month saw large drops in interest rates as 
markets looked for further official moves down to support and stimulate the economic 
performance.  

Data out of the U.S was weak on balance with employment data coming in below 
estimates combined with lower growth recorded over the first quarter at 2.2% p.a. 
(estimated at 2.5%). In contrast the US consumer was quite resilient with data for 
March again positive after a good February. 

Interest Rates 
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The RBA left the cash rate unchanged at 4.25% in April but early May saw a larger 
than expected cut of 0.5% to 3.75%. 
 
The CPI data set out above drew the market to price in a 33 point likely move down 
(that is one 25 point move down and a 33% chance of another 25 point move) whilst 
economists almost unanimously expected just the one 25 point move down.  
 
Physical bank bill yields again dropped dramatically with 90 day rates at 4.05% at 
month end after starting April at 4.34%.  
 
In the longer dated bonds and swaps both the 3 year part of the curve and the 10 
year responded by also moving sharply lower in the order of 35 points with Australian 
government 10 year bonds now at 3.67% at month end.  
 
The market aggressively moved to price in drops in future interest rates with the 
expectation that 90 day yields will dip below the 3.40% area in late 2-012 before 
rising again as set out in the following graph with the red curve being the end of 
month market levels.  

The average yield for the 12 futures contracts (a 3yr period) is currently at 3.65% 
down from 4.08% a month earlier and 4.30% in February. 

The Australian Dollar 

The Australian dollar was stronger against the USD but on a trade weighted basis 
was virtually unchanged on a month-on-month basis in April. 

The relative weakness of the USD saw the rate moving up above 1.04 from the 1.035 
area although early May has seen a drop down in the Aussie to below 1.02 USD as 
the larger than expected rate cuts and weaker Chinese outlook weighs on our 
currency. 

Options 

This is an information report. 

Consultation/Submissions 

In order to remain as informed as possible and stay abreast of market changes, there 
are a number of different sources Council uses for reference, they are listed below. 

Consultation takes place with the following institutions regarding market outlook and 
the status of Council’s current investments: 

 Denison Advisory Services 

 ANZ 

 Westpac Banking Corporation 

Economic Commentary is also referred to from the following: 

 Financial Press (eg. Financial Review) 

 Macquarie Research Economics 

 St George 

 Bank West 

 CBA 

 HSBC 
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 Newcastle Permanent 

 Westpac Banking Corporation 

Planning & Policy Implications 

Not applicable 

Financial & Economic Implications 

Details of investment Income Performance (Year to Date): 

 

 

The graph shows investment income is 124.50% above the year-to-date budget. 

 
 
 

Attachments 

Nil 
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Budget 8.22% 16.71% 24.93% 33.42% 41.64% 50.14% 58.63% 66.58% 75.07% 83.29% 91.78% 100.00%

Comparison to budget (YTD 
Accrued)

12.46% 25.49% 38.52% 53.03% 66.49% 74.66% 85.50% 95.73% 112.57%124.50%

Interest Income Performance to Budget

Budget Comparison to budget (YTD Accrued)

T ota l Budge t Budge t YT D Actua l Revenue  YT D
$2,107,600 $1,755,371 $4,379,276

Summary of Actual Interest for April 2012


