
Murray-Darling Basin Balanced Water Fund Investor Update 30 June 2019 1

The Murray-Darling Basin
Balanced Water Fund

The Fund fi nished the year strongly, posting 
a 2.5% return in June and 39.1% for the 
fi nancial year. Continued capital growth in 
high reliability/security water entitlement has 
been the dominant driver of this performance.

The Fund’s water entitlement portfolio 
increased from 9002ML to 9979ML over the 
year as it targeted an increased exposure 
to high reliability/security classes of water 
entitlement. New leases were negotiated 
during the 2018-19 covering 1922ML of the 
Fund’s water entitlement. The average yield 
on these leases is 6.3% (based on 30 June 
2019 values) with a weighted average lease 
term of 3.2 years. In total this lifts the Fund’s 
entitlement portfolio leased to 72% (by 
volume).

INVESTOR UPDATE

UNIT PRICE  A$1.73  AUM: A$46.74M  

JUNE 2019
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Monthly Returns

Contact Information

Fund Manager
Kilter Pty Ltd
ACN 111 305 349  
Address PO Box 85
Bendigo Central VIC 3552

Fund Trustee
Kilter Investments Pty Ltd
ACN 152 558 113
AFSL 41 41 42
Phone +613 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$100,000

Administrator Unity Fund Services Pty Ltd

Registrar One Registry Services Pty Ltd

Auditor Ernst & Young

Sponsor The Nature Conservancy 
Australia

Custodian Sandhurst Trustees Ltd

Legal Advisor McMahon Clarke

Summary Data (net)
Month return (%) 2.52

Last three months 
return (%)

5.05

Financial year
return (%) 

39.10

Rolling 12 months (%) 39.10

Performance since 
inception (%)

74.69

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

17.17
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The 2018-19 irrigation season started with 
above-average volumes of water in storage. 
However, extremely dry conditions over south-
eastern Australia (Figure 1), particularly during 
winter and spring, resulted in annual infl ows 
into southern Murray-Darling Basin (sMDB) 
storages to be within the lowest 7% on record; 
causing average storage levels to reduce by 
almost 20% across the year. 

As a result, allocations to New South Wales 
General Security (NSW GS) water entitlements 
were low, with New South Wales Murray at 0% 
and Murrumbidgee 7%. These classes make 
up 53% of the water entitlement on issue in the 
sMDB. Consequently, the total supply of water 
available to irrigators fell by 28%, compared 
with  2017-18, and was the lowest volume of 
water supply experienced in the past decade.  

The impact of increasing demand from 
expanded perennial horticultural plantings 
on water allocation prices was evident in the 
2018-19 season. Water consumption by these 
crops has increased by 96% in the past decade. 
This has been driven by large scale expansion 
of nut crops, particularly almonds and, more 
recently, citrus and table grapes. In the past four 
years the increase has been about 40%. Overall 
consumption by perennial horticultural crops 
reached 28% of available water in 2018-19 
(Figure 2). 

Regardless of the season, these crops need to 
be watered, and they use more irrigation water 
in dry seasons. The gross margin per megalitre 
generated by these crops is signifi cantly higher 
than nearly all other annual crop alternatives. 
This enables producers of these crops to bid 
higher prices for water allocation to secure their 
water requirements. They also make different 
water-use decisions compared with those made 
by annual croppers. Given the signifi cant capital 
costs incurred in establishing these crops, 
owners are prepared to pay high prices for 
water to protect their investment.  

Figure 3 compares water allocation price and 
supply in 2018-19 with the last similar season, 
which was in 2015-16. After opening at $220/
ML in July 2018 prices climbed steadily 
throughout the season, reaching peaks of more 
than $550/ML by May 2019. The differential in 
prices compared with 2015-16, when supply 
was only slightly less, shows how the increase 
in inelastic demand from high value perennial 
horticulture is amplifying price impacts in 
periods of low supply.  

Prices of high reliability/security water 
entitlement also climbed steadily with the gains 
on these classes of water entitlement averaging 
above 30%. Demand for these classes has been 
particularly strong as permanent crop irrigators 
have sought to manage water supply risk. By 
contrast, prices for classes of NSW GS water 
entitlement fell by 4.1% on average, which is 
understandable given the low allocations these 
entitlements received and the outlook for low 
allocations in the year ahead.  

Year in Review
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Figure 1: Murray-Darling rainfall deciles from 1 July 2018 to 30 June 2019.

Figure 2: SMDB available supply and percentage consumed by perennial horticulture.

Figure 3: Water allocation price and available supply 2018-19 vs 2015-16.
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For the next three months, the Bureau of 
Meteorology (BoM) rainfall outlook for Victoria 
and southern NSW is for a moderate chance 
(60% or more) of below median with daily 
temperatures likely to be above average for this 
time of year. 

Season opening water allocations on 1 July 
2019 were low with NSW General Security 
water entitlements receiving 0% allocation and 
Victorian Goulburn and Murray high-reliability 
water entitlements receiving only 2% allocation 
compared to 32% and 41% respectively in 
2018. If below average rainfall does persist it is 
very likely that total supply in the current season 
will be below that experienced in 2018-19.

Three wetlands across Victoria and New South Wales (NSW) have benefi tted from the delivery of vital 
environmental water in the 2018-19 fi nancial year.  

Wingillie Station Wetland Complex
Water provided by the Fund is seeing the return 
of a locally extinct fi sh species to Murray River 
waters in NSW for the fi rst time in more than 
a decade. The water supplied to Wingillie is 
being used to support the reintroduction of the 
endangered Murray Hardyhead Craterocephalus 
fl uviatilis. This small, short-lived native fi sh has 
not been recorded in rivers or wetlands in NSW 
for more than 10 years. 

“The Funds environmental water donations have 
improved the environmental value of fl oodplain 
and wetland habitats on Wingillie for several 
years in preparation for the reintroduction of the 
Murray Hardyhead,” reports Dr Deb Nias, CEO 
of the Murray Darling Wetlands Working Group. 
“This was followed recently by the successful 
translocation of 780 Murray Hardyheads from a 
population in South Australia – the fi rst attempt 
in New South Wales to re-establish a freshwater 
fi sh species that is likely to have been locally 
extinct.” 

The Fund has previously supported the delivery 
of Commonwealth environmental water to 
Wingillie and has an ongoing commitment 
to supply water to this site in coming years 
to provide the best hope for a viable self-
sustaining Murray Hardyhead population in the 
area and promote the development of its food 
and breeding habitat.  

In total, about 457ML of Fund water has been 
delivered to Wingillie Station, including 240ML 
specifi cally to support the conservation of the 
Murray Hardyhead and its habitat. In addition, a 
further 60ML of Commonwealth water has also 
supported the Murray Hardyhead project, and 
another 143ML is intended to be carried over and 
delivered in FY20 to support the rehabilitation of 
this site for future native fi sh release.

Yambuna Lagoon
The nationally signifi cant Yambuna Lagoon was 
identifi ed as a priority because it is part of the 
Lower Goulburn River Floodplain Wetlands of 
National Signifi cance and is listed as a wetland 
of importance within the Goulburn Broken 
Catchment Management Authority Waterways 
Strategy. It supports a diversity of wetland 
types, including freshwater meadow and deep 
freshwater marsh, and supports two depleted 
ecological vegetation types – Rushy Riverine 
Swamp and Riverine Swamp Forest.  

Yambuna Lagoon received environmental water 
from the Fund in both FY18 and FY19 which 
is consistent with the recommended watering 
regime frequency for this site. Two watering 
events were delivered to Yambuna Lagoon 
in FY19, the fi rst of which was undertaken in 
spring 2018, with 70ML of water delivered. 
Eleven species of birds and frogs were recorded 
in response to this watering. The dry conditions 
over summer allowed the Lagoon to dry out 
completely and enabled a trial of crash grazing 
to reduce the biomass of water couch with the 
aim of increasing the germination and diversity 
of native species in response to future watering. 
A second watering event occurred in autumn 
2019 with 60ML delivered to provide habitat 
for waterbirds seeking drought refuge and to 
assist with native vegetation response after the 
grazing trial. In response to the second watering 
event, eight species of birds were recorded, 
including the signifi cant royal spoonbill Platalea 
regia which listed as ‘near threatened’ in 
Victoria. 

O’Kanes Swamp
O’Kanes Swamp is a private wetland located 
near Yarrawonga in northern Victoria. It is a rain-
fed shallow freshwater marsh that is signifi cant 
as a known Brolga Grus rubicundus breeding 
site. It also has the potential to support other 
threatened waterbird species. 

The watering was undertaken in March and 
April 2019, with the delivery of 70ML of 
environmental water. The aim of the watering 
is to reinstate the natural wetting and drying 
regime to enable the reestablishment of the 
aquatic vegetation required by Brolgas. The 
response of waterbirds to this watering event 
has been dramatic with an increase from no 
species recorded prior to the watering to duck 
species being recorded in large numbers (up 
to 300).  

All of the watering events were made possible 
through partnership between a number 
of organisations, including Murray Darling 
Wetlands Working Group, the Environmental 
Water Trust, The Nature Conservancy, 
Commonwealth Environmental Water Offi ce, 
NSW Department of Primary Industries 
(Fisheries), NSW Offi ce of Environment 
and Heritage, Western Local Land Services, 
SA Department of Environment and Water, 
Aquasave – Nature Glenelg Trust, the Hazel 
L Henry Farmland Nature Refuges, Wingillie 
Station, landholders, Goulburn Broken CMA, 
Parks Victoria, Victorian Environmental Water 
Holder and Goulburn-Murray Water.

Seasonal Outlook 

2018-19 Environmental Impact Report 

Figure 4: The chance of above-median rainfall July to September 2019. Source: BoM
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The Murray-Darling Basin Balanced Water 
Fund invests in permanent water rights in in 
the southern Murray-Darling Basin. It provides 
the fi rst opportunity in Australia to achieve 
the multiple objectives of securing water for 
agriculture, realising a fi nancial 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 $440m of water, farmland and ecosystem 
assets. Information memorandums for the Kilter 
Water Fund and Australian Farmlands Fund were 
approved and released in March 2019, with the 
Murray-Darling Basin Balanced Water Fund 
information memorandum was approved and 
released in October 2017.

Strategy

Manager Background

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, fi nancial 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 offi cers, 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 reaffi rms the disclaimer information included in the information memorandum for the Fund dated 25 October 2017, as 
amended from time to time.  
The information provided in this report is private and confi dential and should not be provided to third parties without the consent of the Trustee.

Monthly Performance %
(net of fees and expenses)

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

2019 6.16 5.59 2.18 0.83 1.63 2.52 20.32

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

Correlation
S&P/ASX 300 0.22

Risk Ratio
Reward to risk ratio 1.82

Annualised standard deviation (%) 7.87

Downside deviation (%) 5.24

Sortino ratio 2.74

Maximum drawdown (%) 9.58

Percentage of positive months (%) 79.07

Yambuna Lagoon watering event. 
©Sarah Ning, Murray Darling 
Wetlands Working Group

Murray Hardyhead release at 
Wingillie Station. ©Richard Mintern 

O’Kanes Swamp post-watering. 
©Sarah Ning, Murray Darling 
Wetlands Working Group

O’Kanes Swamp pre-watering. 
©Sarah Ning, Murray Darling 
Wetlands Working Group


