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Item: 09.05 
 
Subject: INVESTMENTS - FEBRUARY 2014 

Presented by: Commercial Services & Industry Engagement, Rebecca Olsen 
 

 
Alignment with Delivery Program 
 
1.4.2  Manage Council’s financial assets, and provide accurate, timely and reliable 
financial information for management purposes and provide plain English community 
reporting. 
 
 

 

RECOMMENDATION 
 
That Council receive and note the Investment Report for the month of 
February 2014. 
 
 

Summary of Report 
 
 Total restricted funds invested as at 28 February 2014 equals $146,101,534 
 Year to date investment income of $4,324,313 has reached 103.95% of total 

annual budget 
 In line with Council’s Investment Policy, the total portfolio is performing above 

benchmark levels, however no longer at the same levels experienced in previous 
months 

 
Discussion 
 
This report provides details of all funds that Council has invested under Section 625 
of the Local Government Act, as at 28 February 2014. All investments were made in 
accordance with the Act, Regulations and Council’s Investment Policy. 
 
As at 28 February 2014, the investments held by Council totalled $146,101,534 and 
is attributed to the following funds: 
 
General Fund   57,274,558 
Waste Fund   11,394,779 
Water Fund   43,586,442 
Sewer Fund   32,802,449 
Sanctuary Springs Fund         22,573 
Broadwater      1,020,733 
              146,101,534 
 
These are all restricted funds from loans, s94 contributions and other avenues which 
are committed for future works. The total quantum of unrestricted funds cannot be 
accurately determined until year end. 
 
Investments by Fund - as at 28 February 2014 
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Portfolio Performance 
 

 Council’s total investment portfolio performance for February 2014 was only 
1.21% above the benchmark, the lowest this financial year. 

 The total year to date investment income of $4,324,313 has reached 103.95% 
of the total annual budget of $4,160,000 

 

 
Investment Portfolio Mix 
 

General Fund, 
57,274,558, 
39.20%

Waste Fund, 
11,394,779, 

7.80%

Water Fund, 
43,586,442, 
29.83%

Sewer Fund, 
32,802,449, 
22.45%

Sanctuary Springs 
Fund, 22,573, 

0.02%

Broadwater, 
1,020,733, 0.70%

Jul‐13 Aug‐13 Sep‐13 Oct‐13 Nov‐13 Dec‐13 Jan‐14 Feb‐14 Mar‐14 Apr‐14 May‐14 Jun‐14

Budget 302,750 693,333 1,040,000 1,386,667 1,733,333 2,080,000 2,426,667 2,773,333 3,120,000 3,466,667 3,813,333 4,160,000

Actuals 533,799 1,067,886 1,629,092 2,212,315 2,735,519 3,303,320 3,856,513 4,324,313
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Interest Income Performance to Budget ‐ February 2014
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Council’s current portfolio is represented by term deposits, two Capital Protected 
Equity Linked Notes and one floating rate note. Total term deposits represent 88% of 
the total investment portfolio. 
 
As at February month end the total portfolio investment was $146,101,534, up from 
$136,558,656 at the end of January 2014. 
 

 
 
Term Deposits 
 
Council’s Investment Policy identifies the maximum amounts that can be invested in 
term deposits within the various maturity constraints and the amounts which can be 
held with various institutions based on their respective credit ratings. 
 
Council’s current term deposit portfolio mix is as follows:- 
 
 
Table 1 - Term to Maturity 
 
This table shows the total amount invested within the following maturity terms in 
accordance with limits as established by Council’s Policy. 
 

 
 
 
Table 2 - Overall Portfolio Credit Framework 
 

Cash, 11,210,214, 
8% Equity Linked 

Notes, 3,891,000, 
3%

Floating Rate 
Note, 2,000,320, 

1%

Term Deposits, 
129,000,000, 88%

Portfolio ‐ February 2014

Term to Maturity  Balance $ % Held Policy Min Policy Max
0 - 12 months $71,000,000 55.04% 40.00% 100.00%
1 - 3 years $52,000,000 40.31% 0.00% 60.00%
3 - 5 years $6,000,000 4.65% 0.00% 30.00%
5+ years 0.00% 0.00% 15.00%
Grand Total $129,000,000 100.00% 40.00% 205.00%
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This table shows the amounts held with various institutions based on their respective 
credit ratings against maximum limits set for each credit rating category. Setting limits 
precludes over exposure in any category held in comparison to the maximum allowed 
are shown in the table below. 
 

 
 
These tables show the total amount held for Council’s term deposits and do not 
include the equity linked or floating rate notes. 
 
Credit Unions are regarded as ADI's (Authorised Deposit taking Institutions) and 
generally do not have ratings.  Under the regulation of APRA all ADI's have to meet 
the same requirements in terms of capital adequacy (how much capital they are 
required to hold), ensuring they don't take on too much leverage and become 
insolvent.  In addition, ADI's are an eligible investment under the Minister's Order. 
 
Council has one investment with the Holiday Coast Credit Union (HCCU) which is an 
ADI. This investment is shown in Table 2 above under ‘Unrated/ADI’ and represents 
only 1.55% of the total investment, being $2m. 
 
Capital Protected Equity Linked Notes - Emu & Longreach 
 
Council currently holds two capital protected products (CPPI) notes, Emu and 
Longreach, with a total face value of $4m. These are due to mature in November 
2014 and October 2015. 
 
Whilst originally these products had the potential to be risky investments, with the 
correction in the financial markets during the GFC these deals experienced a 100% 
shift out of any risky asset to a less risky situation to protect the Investor’s principal. 
 
At this stage we have been advised by Denison, (Council’s financial advisors) that 
these funds on deposit will be growing at a rate that should return 100 cents in the 
dollar of the original funds invested. 
 
Floating Rate Note - Royal Bank of Scotland 
 
A floating rate note (FRN) is normally a medium term investment (1-3 years) that 
pays interest at a rate which varies with the overall level of interest rates in the 
economy. FRN’s differ from fixed term deposits as these pay a fixed return on 
investment either periodically but usually at maturity. 
 
Council currently holds one FRN with a face value of $2m which is due to mature in 
March 2014. 
 
Cash - Westpac Business Cash Reserve Account 
 
This is not available unrestricted cash. 
 

 Maximum %
Rating Framework Total % Held Policy Variance Comments
A 43,000,000 33.33% 60.00% 26.67% OK
AA 78,000,000 60.47% 80.00% 19.53% OK
BBB 6,000,000 4.65% 20.00% 15.35% OK
Below BBB 0.00% 0.00% 0.00% OK
Unrated/ADI 2,000,000 1.55% 0.00% -1.55% Unrated
Grand Total 129,000,000 100.00%
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This is a maxi account which the Council uses as a cash flowing tool only. Funds are 
transferred in and out of this account daily prior to investment, given its higher rate of 
interest than the general payment account. Levels in this account vary dependent on 
the time of month and rate payer/creditor cycle. 
 
Investment Portfolio by Maturity Date 
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The investment portfolio as at 28 February 2014, sorted by maturity date, is as 
follows. 

 
 
Notes: 
 

Inv Name Type

Purchase 

Date

Maturity 

Date

 Current 

Yield  Face Value Valuation $ Value

Royal Bank of Scotland FRN 10‐Mar‐11 10‐Mar‐14 4.5517% $2,000,000 100.016 $2,000,320

Total FRN's $2,000,000 $2,000,320

Inv Name Type

Purchase 

Date

Maturity 

Date   Yield  Face Value

St George Bank TD 19‐Sep‐12 13‐Mar‐14 4.8800% $4,000,000

Rural Bank TD 27‐Jun‐13 24‐Mar‐14 4.3200% $2,000,000

St George Bank TD 18‐Oct‐13 18‐Apr‐14 3.8000% $1,000,000

Credit Union Australia TD 25‐Nov‐13 26‐May‐14 3.8500% $2,000,000

National Australia Bank TD 27‐Feb‐14 28‐May‐14 3.7200% $4,000,000

Bank of Queensland  TD 6‐Sep‐13 6‐Jun‐14 3.9000% $4,000,000

AMP Bank Ltd TD 11‐Dec‐13 11‐Jun‐14 3.9000% $2,000,000

National Australia Bank TD 12‐Dec‐12 12‐Jun‐14 4.5700% $3,000,000

Westpac Term Deposit TD 20‐Jun‐13 22‐Jun‐14 4.3000% $3,000,000

AMP Bank Ltd TD 23‐Dec‐13 23‐Jun‐14 3.9000% $2,000,000

ING Bank (Australia) Ltd TD 26‐Nov‐13 24‐Jul ‐14 3.8500% $3,000,000

National Australia Bank TD 29‐Aug‐13 29‐Aug‐14 3.9500% $6,000,000

National Australia Bank TD 6‐Sep‐13 6‐Sep‐14 3.9700% $4,000,000

Rabobank TD 9‐Sep‐13 9‐Sep‐14 3.9500% $2,000,000

Bank of Queensland  TD 10‐Oct‐13 10‐Oct‐14 3.8500% $5,000,000

St George Bank TD 10‐Oct‐13 10‐Oct‐14 3.9200% $5,000,000

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

ING Bank (Australia) Ltd TD 26‐Nov‐13 26‐Nov‐14 3.8500% $4,000,000

Bendigo Bank TD 11‐Dec‐13 11‐Dec‐14 3.9000% $3,000,000

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

National Australia Bank TD 20‐Dec‐11 20‐Dec‐14 5.7500% $5,000,000

St George Bank TD 3‐Feb‐14 31‐Jan‐15 3.8200% $6,000,000

National Australia Bank TD 18‐Feb‐14 18‐Feb‐15 3.8500% $4,000,000

Bendigo Bank TD 6‐Sep‐13 6‐Mar‐15 4.0500% $4,000,000

National Australia Bank TD 6‐Sep‐13 6‐Mar‐15 4.0400% $4,000,000

Holiday Coast Credit Union TD 10‐Oct‐13 10‐Apr‐15 4.1500% $2,000,000

Bank of Queensland  TD 6‐Sep‐13 6‐Sep‐15 4.2000% $4,000,000

Investec Bank (Austalia) Ltd TD 13‐Sep‐13 14‐Sep‐15 4.2900% $4,000,000

ANZ Bank TD 13‐Nov‐12 13‐Nov‐15 4.7000% $2,000,000

Commonwealth Bank TD 10‐May‐13 9‐May‐16 4.5000% $1,000,000

Commonwealth Bank TD 13‐May‐13 13‐May‐16 4.5000% $1,000,000

Commonwealth Bank TD 27‐May‐13 27‐May‐16 4.5500% $1,000,000

Westpac Term Deposit TD 20‐Jun‐13 20‐Jun‐16 4.5100% $3,000,000

Bank of Queensland  TD 13‐Sep‐13 13‐Sep‐16 4.5500% $3,000,000

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

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

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

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

ANZ Bank TD 13‐Nov‐12 13‐Nov‐17 4.8700% $2,000,000

Bank of Queensland  TD 20‐Jun‐13 20‐Jun‐18 5.0000% $4,000,000

Total TD's $129,000,000

Cash Fund

Westpac Business Cash 

Reserve Account CASH 3.20% $11,210,214

Capital Protected Equity 

Linked Notes Rating

Purchase 

Date

Maturity 

Date Valuation Face Value $ Value

Comment / 

Protection

Emu Note A‐ 26‐Oct‐05 30‐Oct‐15 95.070 $1,000,000 $950,700

 Commerzbank ‐ 

as  @ 31 Jan 2014 

L'reach S32 Partnership A+ 30‐Nov‐07 23‐Nov‐14 98.010 $3,000,000 $2,940,300  Delevered ‐ UBS  

Total Cap Protected Notes $4,000,000 $3,891,000

Total Portfolio $146,210,214 $146,101,534
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 The amount within “$ value” in the table above is the estimate of current 
realisable value for the investment as provided by Denison Advisory Services 
and is not necessarily the amount that is to be received upon maturity. 
 

 It should be noted that at the time of writing this report, the February valuation 
for the EMU Equity Linked Note had not yet been provided so for the 
purposes of this report the value as at 31 January 2014 has been used. 
 

Denison Advisory 
 
Denison Advisory currently provides Council with independent advice for all 
investment decisions. 
 
Below is their update regarding the Council’s current investment portfolio 
performance. 
 
The pricing for the Floating Rate Note lowered marginally (100.016 in Feb from 
100.836 in Jan) as it approaches its maturity date (10 March 2014), whilst the Capital 
Protected Note (Longreach) was improved from 97.72 to 98.01. 
 
The portfolio continues to retain a high level of overall liquidity. The cash component 
totals $11.2mm (up from $8.7mm last month) 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 News - Interest Rates 
 
The RBA left the cash rate at 2.50% in early February and has done so again in early 
March. 
 
The RBA has removed the perceived ‘easing bias’ in their market statements and 
has now been seen to adopt a more neutral stance. The expectations from the bank 
appear to be that growth will remain below trend whilst inflation will likely be within 
the target band of 2-3% suggesting a period of stability with regards to interest rates. 
 
Bank bill yields were only very slightly higher across the month although initially 
expectations of higher rates in the medium term were priced in due to the change of 
bias as mentioned above. 
 
The average yield for the 12 bank bill futures contracts (a 3yr period) is currently at 
3.07% another drop from January’s end of month level of 3.15%. It is also lower than 
the level of last year at 3.16% and well below the 4.16% seen back at the same time 
in 2012. 
 
Forward expectations for short term rates in Australia were similar to the previous 
month with slightly lower expectations in years 2 and 3. The market view is that rates 
will dip marginally before rising less aggressively than previously priced in. 
 
The Australia Dollar  
 
The Australian dollar was also stronger both against the USD and on the trade 
weighted index basis. The Australian dollar increased by in excess of 1.2% during 
February on a trade weighted basis and nearly 2% against the USD – offsetting 
almost exactly the losses suffered during January. 
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The relative AUD currency strength was due in part to the RBA adopting a more 
neutral stance in terms of its monetary policy outlook. In addition the weather in the 
US affected its data to the downside which also dragged their currency lower. 
 
In addition the AUD benefitted from upbeat Chinese import data particularly in the 
area of iron ore which has a flow on positive impact on our currency. 
 
Options 
 
This is an information report. 
 
Community Engagement & Internal Consultation 
 
Council uses the services of Denison Financial Advisory in relation to the investment 
portfolio, including the advice on the placement of investments, assistance with policy 
development and general advice. 
Planning & Policy Implications 
 
Not applicable. 
 
Financial & Economic Implications 
 
Council’s total investment portfolio performance for February 2014 was 1.21% above 
the benchmark (3.84% against 2.63%) and year-to-date investment income has 
reached 103.95% of the total annual budget. 
 
 

Attachments 
 
Nil 
 


