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Item: 09.04 
 
Subject: INVESTMENTS - MAY 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 May 
2014. 
 
 

Summary of Report 
 

 Total restricted funds invested as at 31 May 2014 equals $151,174,816 
 Year to date investment income of $5,952,287 has reached 143.08% of the 

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

benchmark levels 
 
Discussion 
 
This report provides details of all funds that Council has invested under Section 625 
of the Local Government Act, as at 31 May 2014. All investments were made in 
accordance with the Act, Regulations and Council’s Investment Policy. 
 
As at 31 May 2014, the investments held by Council totalled $151,174,186 and is 
attributed to the following funds: 
 
General Fund   60,672,167 
Waste Fund   11,859,783 
Water Fund   45,305,296 
Sewer Fund   32,240,667 
Sanctuary Springs Fund        25,053 
Broadwater     1,071,850 
             151,174,816 
 
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. 
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Investments by Fund - as at 31 May 2014 
 

 
 
Portfolio Performance 

 Council’s total investment portfolio performance for May 2014 was 1.74% 
above the benchmark (4.33% against 2.59%) 

 The total year to date investment income of $5,952,287  has reached 
143.08% of the total annual budget of $4,160,000 
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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 (incl Accruals) 533,799 1,067,886 1,629,092 2,212,315 2,735,519 3,303,320 3,856,513 4,324,313 4,875,282 5,406,448 5,952,287
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It should be noted that these year to date budget and actual totals are not a cash 
only position, but rather reflect cash and interest accruals at month end. 
 
Investment Portfolio Mix 
 
Council’s current portfolio is represented by term deposits and two Capital Protected 
Equity Linked Notes. The total term deposits represent 91% of the total investment 
portfolio. 
 
As at May month end the total investment portfolio was $151,174,816 up from 
$147,567,145 as at the end of April 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 amounts invested within the following maturity terms in 
accordance with limits as established by Council’s Policy. 
 

 

Cash, 9,254,516, 
6%

Equity Linked 
Notes, 3,920,300, 

3%

Term Deposits, 
138,000,000, 91%

Portfolio ‐May 2014

Term to Maturity  Balance $ % Held Policy Min Policy Max
0 - 12 months $88,000,000 63.77% 40.00% 100.00%
1 - 3 years $44,000,000 31.88% 0.00% 60.00%
3 - 5 years $6,000,000 4.35% 0.00% 30.00%
5+ years 0.00% 0.00% 15.00%
Grand Total $138,000,000 100.00% 40.00% 205.00%
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Table 2 - Overall Portfolio Credit Framework 
 
This table shows the amounts held with various institutions based on their respective 
credit ratings against the 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 Notes. 
 
Credit Unions are regarded as ADI’s (Authorised Debt 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 under “Unrated/ADI” and represents only 
1.45% of the total investment, being $2m. 
 
Capital Protected Equity Linked Notes - Emu & Longreach 
 
Council currently holds two capital protected products (CCPI) 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. 
 
Cash - Westpac Business Cash Reserve Account 
 
This is not available unrestricted cash. 
 
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. 
 
 
 

 Maximum %
Rating Framework Total % Held Policy Variance Comments
A 42,000,000 30.43% 60.00% 29.57% OK
AA 90,000,000 65.22% 80.00% 14.78% OK
BBB 4,000,000 2.90% 20.00% 17.10% OK
Below BBB 0.00% 0.00% 0.00% OK
Unrated/ADI 2,000,000 1.45% 0.00% -1.45% Unrated
Grand Total 138,000,000 100.00%
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Investment Portfolio by Maturity Date 
 
The investment portfolio as at 31 May 2014, sorted by maturity date, is as follows:- 

 
 

Inv Name Type

Purchase 

Date

Maturity 

Date   Yield  Face Value

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

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

Westpac Bank TD 7‐Mar‐14 7‐Jul ‐14 3.7500% $5,000,000

National Australia Bank TD 8‐Apr‐14 7‐Jul ‐14 3.6900% $2,000,000

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

Bendigo Bank TD 30‐Apr‐14 29‐Jul ‐14 3.6500% $1,000,000

Westpac Bank TD 22‐May‐14 20‐Aug‐14 3.6800% $3,000,000

Westpac Bank TD 29‐May‐14 27‐Aug‐14 3.6700% $4,000,000

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

Westpac Bank 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

St George Bank TD 10‐Oct‐13 14‐Apr‐15 3.9200% $5,000,000

Westpac Bank TD 20‐Jun‐13 22‐Jun‐15 4.3000% $3,000,000

Westpac Bank TD 28‐Mar‐14 28‐Jun‐15 3.8900% $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

National Australia Bank TD 28‐Mar‐14 28‐Mar‐16 4.2000% $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 Bank 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 Bank 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 Bank 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

Westpac Bank TD 12‐Mar‐14 12‐Mar‐17 4.3800% $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 $138,000,000

Cash Fund

Westpac Business Cash 

Reserve Account CASH 3.20% $9,254,516

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 95.990 $1,000,000 $959,900  Commerzbank  

L'reach S32 Partnership A+ 30‐Nov‐07 23‐Nov‐14 98.680 $3,000,000 $2,960,400  Delevered ‐ UBS  

Total Cap Protected Notes $4,000,000 $3,920,300

Total Portfolio $151,254,516 $151,174,816
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Note: 
 

 The amount within “$ value” in the table above is the estimate of current 
realisable value for the investment as provided by FIIG Securities Limited and 
Longreach Global Capital Pty Limited and is not necessarily the amount that 
is to be received upon maturity. 

 
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 portfolio continues to retain a very high level of overall liquidity. The cash 
component total $9.3m (up compared to last month of $6.7m) and the Capital 
Protected investments can be liquidated - the TD portfolio has a spread of maturities 
providing the portfolio additional liquidity if required. 
 
The largest sector of the portfolio is the term deposit allocation of $138m (last month 
$137m) or just in excess of 91% of the total. 
 
The deposit portfolio has an average term of 405 days and yields 4.18% (a drop from 
last month which was 4.43%). This is a comfortable margin over the most commonly 
used benchmark of the UBS Bank Bill Index which returned an estimated 2.65% in 
May. 
 
The bulk of the outperformance is driven by the longer term deposits accessed to 
deliver higher yields. Note that the UBS BB Index has an average term of 45 days. 
 
Market News - Interest Rates 
 
The RBA left the cash rate at 2.50% again in early May (and also in June). 
 
The RBA have maintained their stance based upon the fact that it is expecting a 
‘period of stability’. The neutral outlook was reinforced again as cash rate 
expectations remain steady and the outlook for rates going forward is ‘lower for 
longer’. 
 
Bank bill yields were again marginally lower particularly for the longer dated ones as 
they moved lower in sympathy with bond yields dropping.  
 
The bond yield drops were driven globally with European rates dropping across the 
region as the ECB drifts towards a new stimulus package with the possibility of 
another round of Quantitative Easing.  
 
The average yield for the 12 bank bill futures contracts (a 3yr period) is currently at 
2.98% another large monthly drop from April’s end of month level of 3.15%. It is just 
above the level this time last year at 2.94% but remains well below the 3.65% seen 
back at the same time in 2012. 
 
Forward expectations for short term rates in Australia were again of a similar shape 
but at lower levels than the previous month with reduced expectations in years 2 and 
3. 
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The Australian Dollar 
 
The Australian dollar was stable on a month on month basis although it did stage an 
early month rally only to give back the gains later in May. 
 
Early strength in the currency (a high against the USD in excess of $0.94c) was due 
to USD weakness and some good domestic data as well as supportive trade 
releases from China. 
 
The late month fall was triggered by large drops in the price of iron ore (largely 
cyclical in nature) and the rebounding USD. Our currency finished marginally higher 
on a trade weighted basis across the month. 
 
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 May 2014 was 1.74% above the 
benchmark (4.33% against 2.59%) and year to date income has reached 143.08% of 
the total annual budget. 
 
 

Attachments 
 
Nil 
 


