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The Murray-Darling Basin 
Balanced Water Fund

INVESTOR UPDATE

UNIT PRICE: A$1.95AUM: A$63.50M

JULY 2020

Contact information

Fund Manager 
Kilter Pty Ltd 
ACN 111 305 349  
Address PO Box 2010, Bendigo DC, 
VICTORIA 3554 AUSTRALIA

Fund Trustee 
Kilter Investments Pty Ltd 
ACN 152 558 113 
AFSL 41 41 42 
Phone +61 3 5444 0112 
Email invest@kilterrural.com

Fund information
Name The Murray-Darling Basin 

Balanced Water Fund

Structure Unit Trust

Domicile Australia

Inception October 2015

Management Fee 0.55% per annum

Trustee Fee 0.15% per annum

Performance Fee 15% per annum

Hurdle Rate 6%

High Water Mark Yes

Minimum investment A$50,000

Administrator Unity Fund Services Pty Ltd

Registrar One Registry Services Pty Ltd

Auditor Pitcher Partners

Sponsor The Nature Conservancy 
Australia

Custodian Sandhurst Trustees Ltd

Legal Advisor McMahon Clarke

Summary data (net) 
Month return (%) 1.30

Last three months 
return (%)

-2.05

Financial year 
return (%) 

1.30

Rolling 12 months (%) 12.09

Performance since 
inception (%)

96.54

Since inception 
ANNUALISED [p.a.] (%)

15.79

The Fund delivered a return of 1.3% for July.  Water 
entitlement prices remained unchanged from June 
and it appears that the softening in prices that has 
occurred in the first half of 2020 may have now 
bottomed.  Fund performance benefited from the 
receipt of season opening water allocations, the 
commencement of new leases and the re-pricing of 
some existing leases. This has seen the Fund lift its 
average lease rate by more than 50% in FY2021.   

On 30 July 2020 the Australian Competition and 
Consumer Commission (‘ACCC’) released its interim 
report on its inquiry into Murray-Darling Basin water 
markets.  The report recognises the significant 
benefits that water markets have delivered for water 
users and the broader economy. It also recommends 
an ambitious reform agenda designed to improve 
transparency and market efficiency so that these 
benefits will continue to flow into the future.  If 
adopted by state and federal governments these 
reforms will be overwhelmingly positive for the Fund. 
A summary of key findings is set out below with a 
more detailed discussion published on the  Kilter 
Rural website. 

http://kilterrural.com
https://www.linkedin.com/authwall?trk=gf&trkInfo=AQECxNtHUEg68wAAAXK7dWMgUSY1MrJbhVTS_1E_dqWxG3Z3XGvnduUTB1YvtIndFuDmnb1Sm09gkIfz8xle4q7e84YtdUbPmIP6X_849R31UtOohNm2tMSvX2227Xx2N8gMvTA=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkilter-rural%2F
https://www.linkedin.com/authwall?trk=gf&trkInfo=AQECxNtHUEg68wAAAXK7dWMgUSY1MrJbhVTS_1E_dqWxG3Z3XGvnduUTB1YvtIndFuDmnb1Sm09gkIfz8xle4q7e84YtdUbPmIP6X_849R31UtOohNm2tMSvX2227Xx2N8gMvTA=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkilter-rural%2F
mailto:invest%40kilterrural.com?subject=
https://kilterrural.com/portfolio/accc-mdb-interim-report/
https://kilterrural.com/portfolio/accc-mdb-interim-report/
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Market Conditions 
The dry winter continued throughout July for 
much of the country including most of the 
Murray-Darling Basin, further increasing the 
uncertainty about how the season will fare this 
year. The lack of rainfall is in sharp contrast to 
earlier Bureau of Meteorology (BoM) forecasts 
(see Figure 1).

With rainfall below average in southern 
Murray-Darling Basin (sMDB) catchments 
since mid-May inflows have slowed sharply 
and are currently at a similar level to the same 
time last year.

The BoM continues to forecast a wetter than 
average outlook for the next three months. And 
it appears that south eastern Australia could 
be impacted by a sizeable rainfall event in early 
August. 

Irrigators who can vary their crop program by 
growing annual crops, such as rice and cotton, 
will be watching these developments very closely 
as they will need to decide within the next month 
or so about how much crop to plant. This will 
have a significant bearing on seasonal demand 
as these irrigators can swing from being a water 
user where they use all their water and possibly 
need to buy more to being a water seller.

If the dry pattern continues, and with storage 
levels remaining below average, particularly in 
the Lower Murray, the market is expected to rise 
quickly as temperatures start to exceed 20ºC 
and watering begins in earnest. Some irrigators 
started watering in mid-July which is unusual for 
this time of the year.

Prices for the classes of water entitlement 
included within the Fund’s portfolio have 
softened by up to 12% since December 2019 
on the back of a significantly improved outlook 
for water availability and uncertainty associated 
with COVID 19. These declines have been 
decelerating in recent months and came to a 
halt in July.  Recent experience in the market 
indicates that prices have begun firming again. 

Figure 1: May to July 2020 Actual Rainfall Deciles vs Outlook (Source: BoM)

Figure 2: Murray System Daily Inflows
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Release of the ACCC Interim Report
On 30 July 2020 the Australian Competition 
and Consumer Commission (‘ACCC’) released 
its interim report on its inquiry into Murray-
Darling Basin water markets. The ACCC is 
seeking further feedback from stakeholders 
as the inquiry continues and formal 
recommendations will be provided in the final 
report, due by 30 November 2020.

We commend Mick Keogh and the ACCC on 
the work undertaken to enable the release of 
this interim report. It provides an extremely 
detailed and balanced examination of the 
current state of water markets in the Murray-
Darling Basin, and is, in our view, the most 
comprehensive report of this nature that has 
been completed to date.  

A minor criticism is that the report lacks 
a concise summary of findings and 
recommendations.  As a result, at 544 pages, 
many in the market who have raised concerns 
as to its operation may find the document 
impenetrable. Hopefully, this will be addressed 
in the final document so that the work that 
has been done is able to be shared with, and 
consumed by, the widest possible audience.

Our summary of the findings is as follows:

• The ACCC provides clear recognition of 
the “substantial benefits” water markets 
have brought to water users and the 
broader economy but has identified 
opportunities to improve governance, 
regulation and operational frameworks.

• The water market has helped facilitate an 
increase in agricultural production by an 
average of 2.3% p.a. in real terms since 
2010-11 despite the tough and volatile 
conditions that have prevailed during this 
period.

• The complexities in administering water 
markets have exceeded the current 
arrangements. The system has been built 
for water management but not for efficient 
trading, with reform needed to achieve 
more transparent and efficient trading 
outcomes. 

• The ACCC is not supportive of dismantling 
existing water markets and the reforms 
that underpin them, such as the 
‘unbundling’ of water from land titles. 
Rather, the ACCC has expressed a strong 
preference for comprehensively changing 
the existing system to address identified 
problems. This would “…allow the full 
benefits and opportunities of water trading 
to be harnessed, while addressing the 
negative impacts of unfettered or poorly 
designed markets”.  

• The report acknowledges that the 
benefits derived from water markets are 
not universal, or shared equally between 
participants or regions.  Regions in 
which resident industries are able to 
compete more strongly for access to 
water experience economic growth while 

regions less able to compete experience 
contraction. This is being exacerbated by 
increasing water scarcity. Governments 
face challenges in addressing these 
issues, without negating the benefits that 
water markets generate.  

• There are market information gaps which 
limit market transparency and potentially 
fairness, particularly when there is a large 
variance in water market literacy between 
participants.  

• The report identifies the lack of regulatory 
oversight of some market participants, 
particularly in relation to water brokers. 

Kilter Rural welcomes the prospect of the 
reform agenda being proposed. Whilst 
this could potentially see the imposition of 
additional regulation on our activities in the 
market, we also expect that this would further 
support the role that investors play in providing 
much needed capital to support the ongoing 
development of irrigated agriculture in the 
Basin. We look forward to assisting the ACCC 
further as and when required as it prepares 
the final report. Kilter Rural also looks forward 
to making a further submission to the ACCC 
responding to the areas where they have 
requested feedback. 

Kilter Rural has drafted a more expansive 
discussion of the ACCC’s findings and the 
reform options being considered which can be 
accessed here.

https://kilterrural.com/portfolio/accc-mdb-interim-report/
https://kilterrural.com/portfolio/accc-mdb-interim-report/
https://kilterrural.com/portfolio/accc-mdb-interim-report/
https://kilterrural.com/portfolio/accc-mdb-interim-report/
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Disclaimer 
The information contained in this report and appendices is general information only about The Murray-Darling Basin Balanced Water Fund (Fund) and does not take into account any person’s objectives, financial situation 
or needs. You should seek appropriate professional advice if, as a result of reviewing this information, you are deciding whether to invest, remain in, or invest further, into the Fund. You should otherwise make your own 
independent investigation and analysis regarding any information contained in this report. This report may include forward looking statements which involve known and unknown risks, uncertainties and factors beyond the 
control of the Fund’s trustee, its officers, employees and agents that cause the actual results or outcomes to be materially different from those expressed or implied by such forward looking statements. Past performance is 
also no indication or guarantee of future performance. To the extent applicable. Kilter Investments Pty Ltd reaffirms the disclaimer information included in the information memorandum for the Fund dated 30 October 2019, 
as amended from time to time.  
The information provided in this report is private and confidential and should not be provided to third parties without the consent of the Trustee.

The Murray-Darling Basin Balanced Water 
Fund invests in permanent water rights in 
in the southern Murray-Darling Basin. It 
provides the first opportunity in Australia to 
achieve the multiple objectives of securing 
water for agriculture, realising a financial 
return and restoring threatened wetlands 
through a single investment.

Kilter Pty Ltd (trading as Kilter Rural) was 
founded in 2004. Kilter Rural’s purpose is to 
build long-term value for investors through 
resilient farmland and water investments. It is 
one of Australia’s largest water fund managers, 
and manages more than $500 million of water, 
farmland and ecosystem assets. An information 
memorandum for the Kilter Water Fund was 
approved and released in March 2019, with 
The Murray-Darling Basin Balanced Water 
Fund information memorandum approved and 
released on 30 October 2019 and the Australian 
Farmlands Fund information memorandum 
approved and released in June 2020.

Strategy Manager backgroundCorrelation 
S&P/ASX 300 0.03

Risk ratio 
Reward to risk ratio 1.54

Annualised standard deviation (%) 8.70

Downside deviation (%) 5.14

Sortino ratio 2.60

Maximum drawdown (%) 9.58

Percentage of positive months (%) 75.00

Monthly performance %
(net of fees and expenses)

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

2020 0.01 -1.82 0.22 -4.03 -2.05 -1.28 1.30 -7.49

2019 6.16 5.59 2.18 0.83 1.63 2.52 0.37 4.89 -0.04 8.17 2.83 3.89 46.34

2018 0.23 0.86 2.83 4.52 0.93 3.08 3.30 2.86 5.21 0.76 2.16 0.46 30.69

2017 -0.14 2.28 0.29 -0.51 -0.47 0.04 1.86 2.66 5.77 4.90 0.28 1.63 19.98

2016 -0.04 0.03 -4.70 0.17 -0.26 -2.71 0.96 0.21 -2.83 -0.69 0.24 0.75 -8.69

2015 1.41 1.41

-6.00%

-4.00%

-2.00%

0.00%

2.00%

4.00%

6.00%

8.00%

10.00%

$0.00

$0.25

$0.50

$0.75

$1.00

$1.25

$1.50

$1.75

$2.00

$2.25

De
c-

15

M
ar

-1
6

Ju
n-

16

Se
p-

16

De
c-

16

M
ar

-1
7

Ju
n-

17

Se
p-

17

De
c-

17

M
ar

-1
8

Ju
n-

18

Se
p-

18

De
c-

18

M
ar

-1
9

Ju
n-

19

Se
p-

19

De
c-

19

M
ar

-2
0

Ju
n-

20

M
on

th
ly

 C
ha

ng
e

Cu
m

ul
at

iv
e 

Pe
rf

or
m

an
ce

Monthly 
returns



Murray-Darling Basin Balanced Water Fund Investor Update 31 August 2020 1

Stay informed at

 kilterrural.com

 linkedin.com/company/ 
 kilter-rural/

The Murray-Darling Basin 
Balanced Water Fund

INVESTOR UPDATE

UNIT PRICE: A$1.92AUM: A$61.48M

AUGUST 2020

Contact information

Fund Manager 
Kilter Pty Ltd 
ACN 111 305 349  
Address PO Box 2010, Bendigo DC, 
VICTORIA 3554 AUSTRALIA

Fund Trustee 
Kilter Investments Pty Ltd 
ACN 152 558 113 
AFSL 41 41 42 
Phone +61 3 5444 0112 
Email invest@kilterrural.com

Fund information
Name The Murray-Darling Basin 

Balanced Water Fund

Structure Unit Trust

Domicile Australia

Inception October 2015

Management Fee 0.55% per annum

Trustee Fee 0.15% per annum

Performance Fee 15% per annum

Hurdle Rate 6%

High Water Mark Yes

Minimum investment A$50,000

Administrator Unity Fund Services Pty Ltd

Registrar One Registry Services Pty Ltd

Auditor Pitcher Partners

Sponsor The Nature Conservancy 
Australia

Custodian Sandhurst Trustees Ltd

Legal Advisor McMahon Clarke

Summary data (net) 
Month return (%) -1.67

Last three months 
return (%)

-1.67

Financial year 
return (%) 

-0.39

Rolling 12 months (%) 5.08

Performance since 
inception (%)

93.26

Since inception 
ANNUALISED [p.a.] (%)

15.07

The Fund return for August was down 
1.7%. A slight softening in water 
entitlement prices combined with 
water allocation prices dipping to lows 
at the end of the month impacted 
this result. Water allocation prices 
have since risen and trading in water 
entitlement was extremely thin for the 
month, down over 75% compared 
to the historic average for August. 
This continues a declining trend in 
liquidity for the major classes of High 
Reliability/Security water entitlement 
in the southern Murray-Darling Basin 
(sMDB), particularly since the start of 
2020 (see Figure 1).

Figure 1: Trade Volume for sMDB major High Reliability/Security water entitlement

http://kilterrural.com
https://www.linkedin.com/authwall?trk=gf&trkInfo=AQECxNtHUEg68wAAAXK7dWMgUSY1MrJbhVTS_1E_dqWxG3Z3XGvnduUTB1YvtIndFuDmnb1Sm09gkIfz8xle4q7e84YtdUbPmIP6X_849R31UtOohNm2tMSvX2227Xx2N8gMvTA=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkilter-rural%2F
https://www.linkedin.com/authwall?trk=gf&trkInfo=AQECxNtHUEg68wAAAXK7dWMgUSY1MrJbhVTS_1E_dqWxG3Z3XGvnduUTB1YvtIndFuDmnb1Sm09gkIfz8xle4q7e84YtdUbPmIP6X_849R31UtOohNm2tMSvX2227Xx2N8gMvTA=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkilter-rural%2F
mailto:invest%40kilterrural.com?subject=
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Water allocation price in the Lower Murray is on the move
Over the first weekend in September the water 
allocation price in the Lower Murray rose by 25% 
to reach $300 per megalitre (ML). Whilst trading 
volumes are relatively thin at these levels, the 
Lower Murray is trading at a premium of 50% 
(or $100/ML) above the Goulburn and Upper 
Murray price and close to 100% (or $150/ML) 
above the Murrumbidgee water price.

Key reasons for the differential in water prices 
across trading regions include:

• The Lower Murray is not able to supplement 
supply from other trading regions as much 
as it has been able to in past years. A 
leading cause of this has been the change 
last year by the Victorian Government to 
stop irrigators from ordering water from 
Goulburn for delivery and use in Lower 
Murray via a tagged account mechanism 
operating independently of the inter-valley 
trade (IVT) status. Over the past three 
years this tagged trading accounted for 
close to 90 gigalitres (GL) or 45% of net 
trade from the Goulburn into the Murray. 
Currently trade from both the Upper Murray 
and Murrumbidgee systems remain closed 
to the Lower Murray with only limited 
prospects for IVT trade from these regions 
over the coming months.

• An increasing expectation that the supply 
for the Lower Murray may not be as 
plentiful this year as was earlier predicted. 
The allocation level for Victorian Lower 
Murray High Reliability water entitlement is 
only at 32% which is about the same level 
at the same time last year however this was 
during one of the drier periods on record. 
Rainfall over winter was below average for 
much of the sMDB (see Figure 2) and the 

Murray system inflows trended well below 
average as the winter progressed (see 
Figure 3). With the dry start to September 
continuing these trends and coupling this 
with the higher level of inelastic demand 
for water in the Lower Murray due to large 
investments in perennial horticulture, Lower 
Murray irrigators are once again facing the 
prospect of starting their summer cropping 
program with concern over rising water 
prices.

• Almost the opposite scenario is at play in 
the Murrumbidgee system where a recent 

isolated storm event in August caused the 
Burrunjuck storage dam to rise around 36% 
over the month. With the trading closed 
to the Lower Murray, this jump in supply 
has helped soften the water price and is 
helping to stimulate increased plantings of 
annual crops such as cotton and rice for 
the upcoming season. At some point later 
in the season it is expected the Murray-
Darling Basin Authority (MDBA) will call on 
water from the Murrumbidgee to deliver to 
the Lower Murray which will open up the 
IVT and likely limit the potential uplift in the 
Lower Murray water price this year.

Figure 3: Muray System monthly inflows (Source: MDBA)

Figure 2: June to August 2020 rainfall deciles for the Murray-Darling Basin (Source: BoM)
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The season is delicately 
poised
The BoM is forecasting the chance of a of a La 
Nina weather event forming in coming months 
as three times the normal likelihood (or around 
70% chance). If a La Nina eventuates it usually 
provides above average rainfall across much 
of Australia during Spring, which is currently 
reflected in the BoM 3-month outlook (se 
Figure 4). This wetter outlook is also supported 
by a majority of international climate models 
and even though BoM rainfall forecasts over 
recent months have generally been revised 
downwards as the months approach closer, 
forecast accuracy over Spring is typically higher 
compared to other times of the year.

This expectation for above average rainfall has 
been influencing the market and capping water 
prices over recent months. However, cracks 
are starting to appear in the Lower Murray 
market with the water price now lifting as the 
relatively dry Winter and start to Spring has 
irrigators responding to further secure supply 
as the warmer months approach. The season 
is delicately poised as Spring rainfall in line with 
forecasts will see demand and prices soften but 
less than average rainfall will see prices start to 
accelerate.

The Fund is relatively well insulated from these 
fluctuating allocation prices as it currently 
has 70% of its High Reliability/Security water 
entitlement leased at close to 5.5% annual yield 
with a weighted average expiry of 4 years.

Government says no to further water buybacks
Two reports were released in early September 
which raise concerns about capacity to 
achieve the further 450GL water recovery 
for environmental purposes as required by 
the Murray-Darling Basin Plan. These reports 
included the First Review of the Water for the 
Environment Special Account and the final 
report of the Independent Assessment of the 
Social and Economic conditions in the Murray-
Darling Basin and the concerns raised:

1. The timeline for delivery will not be met 
with only 1.9GL (or less than 1%) has been 
recovered to date and other infrastructure 
efficiency upgrade programs will also not be 
delivered by 30 June 2024.

2. Based on current water market prices and 
the current program’s funding formula, the 
original Special Account allocation would 
only cover around one-third of the cost to 
recover 450 GL by 30 June 2024.

3. Further recovery should consider the impact 
of reducing the amount of available water 
entitlement for irrigators and how this is 
likely to affect water prices.

In response the Hon. Keith Pitt, the Federal 
Minister for Resources, Water and Northern 
Australia, announced as part of an investment 
package that the focus would shift away from 
achieving water recovery through entitlement 
buybacks from irrigators. About two-thirds of 
the water has been purchased to date from 
buybacks, from both direct tender or on-
farm irrigation efficiency projects. Instead the 
objective is to work with the states and irrigation 
networks to identify projects to generate water 
savings through off-farm infrastructure.

Whilst this approach reduces substantially 
the expected impact on irrigators and their 
consumptive pool of entitlement, it will remain a 
challenge to find projects which can deliver the 
volume of efficiency savings for the environment 
in order to meet the 450GL target.

Figure 4: Three month rainfall outlook (Source: BoM)
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Disclaimer 
The information contained in this report and appendices is general information only about The Murray-Darling Basin Balanced Water Fund (Fund) and does not take into account any person’s objectives, financial situation 
or needs. You should seek appropriate professional advice if, as a result of reviewing this information, you are deciding whether to invest, remain in, or invest further, into the Fund. You should otherwise make your own 
independent investigation and analysis regarding any information contained in this report. This report may include forward looking statements which involve known and unknown risks, uncertainties and factors beyond the 
control of the Fund’s trustee, its officers, employees and agents that cause the actual results or outcomes to be materially different from those expressed or implied by such forward looking statements. Past performance is 
also no indication or guarantee of future performance. To the extent applicable. Kilter Investments Pty Ltd reaffirms the disclaimer information included in the information memorandum for the Fund dated 30 October 2019, 
as amended from time to time.  
The information provided in this report is private and confidential and should not be provided to third parties without the consent of the Trustee.

The Murray-Darling Basin Balanced Water 
Fund invests in permanent water rights in 
in the southern Murray-Darling Basin. It 
provides the first opportunity in Australia to 
achieve the multiple objectives of securing 
water for agriculture, realising a financial 
return and restoring threatened wetlands 
through a single investment.

Kilter Pty Ltd (trading as Kilter Rural) was 
founded in 2004. Kilter Rural’s purpose is to 
build long-term value for investors through 
resilient farmland and water investments. It is 
one of Australia’s largest water fund managers, 
and manages more than $500 million of water, 
farmland and ecosystem assets. An information 
memorandum for the Kilter Water Fund was 
approved and released in March 2019, with 
The Murray-Darling Basin Balanced Water 
Fund information memorandum approved and 
released on 30 October 2019 and the Australian 
Farmlands Fund information memorandum 
approved and released in June 2020.

Strategy Manager backgroundCorrelation 
S&P/ASX 300 0.01

Risk ratio 
Reward to risk ratio 1.46

Annualised standard deviation (%) 8.73

Downside deviation (%) 5.02

Sortino ratio 2.53

Maximum drawdown (%) 9.58

Percentage of positive months (%) 73.68

Monthly performance %
(net of fees and expenses)

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

2020 0.01 -1.82 0.22 -4.03 -2.05 -1.28 1.30 -1.67 -9.04

2019 6.16 5.59 2.18 0.83 1.63 2.52 0.37 4.89 -0.04 8.17 2.83 3.89 46.34

2018 0.23 0.86 2.83 4.52 0.93 3.08 3.30 2.86 5.21 0.76 2.16 0.46 30.69

2017 -0.14 2.28 0.29 -0.51 -0.47 0.04 1.86 2.66 5.77 4.90 0.28 1.63 19.98

2016 -0.04 0.03 -4.70 0.17 -0.26 -2.71 0.96 0.21 -2.83 -0.69 0.24 0.75 -8.69

2015 1.41 1.41
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Stay informed at

 kilterrural.com

 linkedin.com/company/ 
 kilter-rural/

The Murray-Darling Basin 
Balanced Water Fund

INVESTOR UPDATE

UNIT PRICE: A$1.91AUM: A$61.05M

SEPTEMBER 2020

Contact information

Fund Manager 
Kilter Pty Ltd 
ACN 111 305 349  
Address PO Box 2010, Bendigo DC, 
VICTORIA 3554 AUSTRALIA

Fund Trustee 
Kilter Investments Pty Ltd 
ACN 152 558 113 
AFSL 41 41 42 
Phone +61 3 5444 0112 
Email invest@kilterrural.com

Fund information
Name The Murray-Darling Basin 

Balanced Water Fund

Structure Unit Trust

Domicile Australia

Inception October 2015

Management Fee 0.55% per annum

Trustee Fee 0.15% per annum

Performance Fee 15% per annum

Hurdle Rate 6%

High Water Mark Yes

Minimum investment A$50,000

Administrator Unity Fund Services Pty Ltd

Registrar One Registry Services Pty Ltd

Auditor Pitcher Partners

Sponsor The Nature Conservancy 
Australia

Custodian Sandhurst Trustees Ltd

Legal Advisor McMahon Clarke

Summary data (net) 
Month return (%) -0.38

Last three months 
return (%)

-0.77

Financial year 
return (%) 

-0.77

Rolling 12 months (%) 4.71

Performance since 
inception (%)

92.52

Since inception 
ANNUALISED [p.a.] (%)

14.70

The Fund posted a return of -0.4% for the 
month, largely resulting from a softening in 
some of the NSW and SA High Security water 
entitlement prices. Trading volumes remain 
extremely low for these High Security classes 
of water entitlement (there were no trades of 
NSW Murray High Security entitlement recorded 
on the NSW register during September). There 
are relatively low and finite volumes of these 
classes of entitlement on issue and holdings are 
expected to remain very tightly held. With strong 
market drivers this will provide support for future 
valuation upside. 

Environmental waterings 
underway
Three environmental watering projects started 
in September with other projects delayed 
to October.  COVID-19 has created some 
monitoring complications but all planned projects 
are expected to proceed. 

Figure 1 shows the Andruco Lagoon situated on 
the Darling River near Wentworth in south western 
NSW.  The lagoon spans around 20 Hectares and 
was filled during September with 150 megalitres 
(ML) of water donated by the Fund. The water 
level is planned to be maintained during Spring, 
before drying out over the Summer period, 
imitating the historical natural wet and dry cycles 
for this wetland. Andruco Lagoon:

• primarily consists of River Red Gum and 
Black Box vegetation communities.

• has been affected considerably by river 
regulation through changes to the natural 
pattern of flooding, and the prolonged 
drought and extended periods of low flows 
in the Lower Murray and Lower Darling 
Rivers. The River Red Gum communities 
that surround Andruco Lagoon play a 
fundamental role in Lower Murray Darling 
ecosystems and provide valuable habitat 
to fauna such as the endangered Regent 
Parrot Polytelis anthopeplus. 

• has not been fully inundated since 2016 
and prior to September 2020 was dry. The 
recent reconnection of the Darling River 
provides a good opportunity for delivering 
water to the lagoon and enhancing 
environmental response to the flows in the 
wider area.

The objectives for environmental water delivery 
to Andruco Lagoon include: 

• improving the health of river red gum and 
other riparian vegetation;

• increasing the availability of habitat for fauna 
including frogs, waterbirds, and endangered 
woodland birds;

• instigating germination and recruitment of 
aquatic plant species; and 

• creating suitable breeding habitat for frogs 
including the endangered Southern Bell 
Frog.

http://kilterrural.com
https://www.linkedin.com/authwall?trk=gf&trkInfo=AQECxNtHUEg68wAAAXK7dWMgUSY1MrJbhVTS_1E_dqWxG3Z3XGvnduUTB1YvtIndFuDmnb1Sm09gkIfz8xle4q7e84YtdUbPmIP6X_849R31UtOohNm2tMSvX2227Xx2N8gMvTA=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkilter-rural%2F
https://www.linkedin.com/authwall?trk=gf&trkInfo=AQECxNtHUEg68wAAAXK7dWMgUSY1MrJbhVTS_1E_dqWxG3Z3XGvnduUTB1YvtIndFuDmnb1Sm09gkIfz8xle4q7e84YtdUbPmIP6X_849R31UtOohNm2tMSvX2227Xx2N8gMvTA=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkilter-rural%2F
mailto:invest%40kilterrural.com?subject=
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Water allocation market
September is usually one of the highest 
inflow months in the southern Murray-Darling 
Basin (sMDB) (Figure 2). However, rainfall in 
September was generally below average in 
sMDB catchments. It was also well below the 
levels forecast for September by the Bureau of 
Meteorology (BoM) in previous months. 

Over the first weekend in September water 
allocation price in the Lower Murray rose by 

25% to over $300 per ML. Prices stayed around 
this level for the rest of the month but have 
recently softened slightly on the prospect of a 
significant rain event.

Presently the market remains finely balanced. 
On the one hand the BoM continues to forecast 
above average rainfall in the months ahead 
and has recently declared La Nina (discussed 
below). On the other hand, recent forecasts for 

above average rainfall have failed to materialise. 
In fact, Victorian Murray allocations at 40% are 
only 2% higher than they were at the start of 
October last year. At that time water allocation 
prices were $800/ML. If October fails to 
generate significant inflows, prices, particularly 
in the Lower Murray, could be expected to 
appreciate rapidly.

Figure 2: Murray System Monthly Inflows (Source: MDBA)

Figure 1: Andruco Lagoon recently filled with water donated by the Fund
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Almonds will continue to 
drive demand for water
In September the Almond Board of Australia 
published its annual Almond Insights report. 
This report highlights the impact the almond 
industry is having on the water market with 
production increasing by 30% in 2019 to 
104,000 tonnes.  in 2019 the area planted to 
almonds increased by a further 10% to reach 
more than 53,000 Ha. This represents an 
increase of close to 70% in just four years and 
more than a fifteen-fold increase since 2000 
with the number of almond trees planted now 
totalling 15 million.

Almond trees take three years to bear a crop 
and around seven years to reach mature 
production. Currently 29% of orchard plantings 
are not year bearing a crop and 18% of bearing 
trees are not yet fully mature. This represents 
substantial latent demand of around 230,000 
ML of water that will be required to support 
these trees as they reach maturity. This scale of 
new demand will put significant further pressure 
on supply and water prices without taking into 
account any new developments. It is estimated 
that 90% of almond plantings are located in 
the Lower Murray with a further 8% in the 
Murrumbidgee region.

La Niña declared by the 
BoM
An influential development at the end of 
September was the declaration of a La 
Niña in the tropical Pacific by the Bureau 
of Meteorology (BoM). Whilst La Niña is 
associated with wetter conditions across 
eastern and northern Australia, this La Niña 
is relatively late in starting and forecast to 
persist only until January 2021. Despite recent 
outlooks from the BoM generally overestimating 
rainfall outcomes, the upgrade to La Niña has 
generated optimism amongst irrigators for 
wetter conditions ahead. These expectations 
will likely keep a check on water prices in the 
short term until watering starts in earnest, 
typically from November onwards. However, 
as noted above, if October fails to generate 
significant inflows prices could be expected to 
appreciate quickly. 

Increased annual crop 
plantings will help to 
underpin prices
With water allocation prices remaining above 
$400/ML in the past two seasons most annual 
croppers have had to let their fields remain idle. 
However, current water allocation prices have 
caused renewed enthusiasm for famers who 
grow irrigated annual crops to get planting 
again. The estimated large increase in annual 
crop plantings, particularly cotton and rice, is 
expected to soak up a considerable amount 
of supply which will help support water 
prices across the balance of the season. If 
supplies become tight during summer and 
water prices rise, these annual crop farmers 
can find themselves in a difficult predicament. 
Even though the water price may rise above 
the breakeven level, at the margin it generally 
makes economic sense to pay the higher price 
to ensure a crop is able to be harvested. 

Figure 3: Total Australian Almond Area Planted (in Hectares) (Source: 2019/20 Almond Insights)

RIVERINA: 31%
16,234ha

SUNRAYSIA: 47%
24,786ha

RIVERLAND: 20%
10,571ha

ADELAIDE: 1%
669ha

WA: 1%
753ha

PLANTINGS BY REGION

43% 6,600,432

35%

5,325,069

21%

3,271,729

1%

223,395

PLANTED IN AUSTRALIA ARE OVER

15.4 MILLION
ALMOND TREES

TREES
BY STATE

18%

PL
AN

TINGS NOT

YET MATU
R

E

29%

PL
AN

TINGS NOT

YET BEAR
IN

G

18%

PL
AN

TINGS NOT

YET MATU
R

E

29%

PL
AN

TINGS NOT

YET BEAR
IN

G



Murray-Darling Basin Balanced Water Fund Investor Update 30 September 2020 4

Disclaimer 
The information contained in this report and appendices is general information only about The Murray-Darling Basin Balanced Water Fund (Fund) and does not take into account any person’s objectives, financial situation 
or needs. You should seek appropriate professional advice if, as a result of reviewing this information, you are deciding whether to invest, remain in, or invest further, into the Fund. You should otherwise make your own 
independent investigation and analysis regarding any information contained in this report. This report may include forward looking statements which involve known and unknown risks, uncertainties and factors beyond the 
control of the Fund’s trustee, its officers, employees and agents that cause the actual results or outcomes to be materially different from those expressed or implied by such forward looking statements. Past performance is 
also no indication or guarantee of future performance. To the extent applicable. Kilter Investments Pty Ltd reaffirms the disclaimer information included in the information memorandum for the Fund dated 30 October 2019, 
as amended from time to time.  
The information provided in this report is private and confidential and should not be provided to third parties without the consent of the Trustee.

The Murray-Darling Basin Balanced Water 
Fund invests in permanent water rights in 
in the southern Murray-Darling Basin. It 
provides the first opportunity in Australia to 
achieve the multiple objectives of securing 
water for agriculture, realising a financial 
return and restoring threatened wetlands 
through a single investment.

Kilter Pty Ltd (trading as Kilter Rural) was 
founded in 2004. Kilter Rural’s purpose is to 
build long-term value for investors through 
resilient farmland and water investments. It is 
one of Australia’s largest water fund managers, 
and manages more than $500 million of water, 
farmland and ecosystem assets. An information 
memorandum for the Kilter Water Fund was 
approved and released in March 2019, with 
The Murray-Darling Basin Balanced Water 
Fund information memorandum approved and 
released on 30 October 2019 and the Australian 
Farmlands Fund information memorandum 
approved and released in June 2020.

Strategy Manager backgroundCorrelation 
S&P/ASX 300 0.02

Risk ratio 
Reward to risk ratio 1.43

Annualised standard deviation (%) 8.68

Downside deviation (%) 4.93

Sortino ratio 2.51

Maximum drawdown (%) 9.58

Percentage of positive months (%) 72.41

Monthly performance %
(net of fees and expenses)

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

2020 0.01 -1.82 0.22 -4.03 -2.05 -1.28 1.30 -1.67 -0.38 -9.39

2019 6.16 5.59 2.18 0.83 1.63 2.52 0.37 4.89 -0.04 8.17 2.83 3.89 46.34

2018 0.23 0.86 2.83 4.52 0.93 3.08 3.30 2.86 5.21 0.76 2.16 0.46 30.69

2017 -0.14 2.28 0.29 -0.51 -0.47 0.04 1.86 2.66 5.77 4.90 0.28 1.63 19.98

2016 -0.04 0.03 -4.70 0.17 -0.26 -2.71 0.96 0.21 -2.83 -0.69 0.24 0.75 -8.69

2015 1.41 1.41
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