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

The Murray-Darling Basin
Balanced Water Fund

The performance of the Fund was fl at in 
September. Water entitlement valuations 
remained steady and demand continues to 
support high water allocation pricing. Infl ows 
into storages continued to be very low during 
the month compared with the long-term 
average, and the Bureau of Meteorology 
expects drier than average conditions to persist 
until at least the end of the year.

Water allocation in the southern Murray-Darling 
Basin (sMDB) is trading between $600/ML and 
$800/ML, depending on the trading zone. This 
is about double the price paid at the same time 
last year and more than four times that paid two 
years ago. These prices are causing signifi cant 
fi nancial stress for irrigators. 

Owners of perennial crops are particularly 
impacted as they don’t have the option of 
suspending operations until water becomes 
more affordable, and demand for water is even 
greater in a dry year because of the lack of 
rainfall. 

This water stress is causing some of these 
irrigators to focus on the role of investors in 
the water market. Their allegation, reported 
in print and online media, is that investors are 
purchasing water allocation and soaking up 
supply and, therefore, pushing up prices. 

In relation to this allegation, and the Fund ‘s 
involvement in the water market, it is important 
to note that:

• The Fund is only a seller of water allocation. 
Accordingly, it is never putting upward 
pressure on water allocation prices,

• In the current very dry year, 90% of the 
Fund’s water resources will go to meet the 
needs of irrigators with the remaining 10% 
donated for environmental watering, and

• More than two thirds of the Fund’s 
portfolio of water entitlements is leased to 
irrigators under multi-year terms. These 
irrigator clients enjoy a higher level of water 
security than irrigators sourcing their water 
requirements in the water allocation market. 

As mentioned in our investor report last month, 
Kilter Rural welcomes the Federal Government’s 
announcement that it has commissioned the 
Australian Consumer Competition Corporation 
to review the sMDB water market. Kilter 
Rural will make its own submission, which 
will highlight the role of investors in providing 
irrigators with an increasingly sophisticated 
suite of water products. 

In 2007, when the water markets in which the 
Fund operates were established, irrigators 
needing to source water had two options: either 
make a signifi cant capital outlay to purchase 
water entitlement or be reliant upon the water 
allocation market and be impacted by its 
potential for volatility.
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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 (%) -0.04

Last three months 
return (%)

5.25

Financial year
return (%) 

5.25

Rolling 12 months (%) 30.97

Performance since 
inception (%)

83.85

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

17.52
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Today, as a result of the role of investors in the 
water market, irrigators are able to meet their 
requirements by accessing:

• Water entitlement lease products,

• Forward-sale contracts, which will provide 
certainty in relation to price they will have to 
pay for a given volume of water allocation in 
the future, and 

• Products that enable irrigators to purchase 
water allocation in one season and carry 
it forward to the next, again providing 
certainty in relation to their cost of water. 

These products are adopted by many irrigators 
as part of their risk management strategies. 

It is Kilter Rural’s view that the current high 
prices can be attributed to supply and demand. 
The last two seasons have been very dry and, as 
a result, water allocation is in scarce supply. At 
the same time, demand for water in the sMDB 
has been increasing due to substantial growth 
in perennial horticulture plantings. In particular, 
almond plantings have increased more than 
tenfold since 2001. Almond trees are very high 
water users (about 14ML/Ha at maturity, almost 
twice that of cotton) and this water has had to 
be sourced in competition from other irrigators. 

Given that almonds are more profi table than 
many other irrigated crops, many owners 
of these orchards have taken the view that 
instead of purchasing water entitlement they 
will be able to out-compete other users in the 
water allocation spot market. In addition, the 
economic life of these assets is 20 to 30 years 
and owners are prepared to pay high prices in 
the short term in order to protect the capital 
investment they have made in their orchards.

Last year, the Victorian Department of 
Environment Land Water and Planning 
(DELWP) released its Water Availability fact 
sheet in which it explained how the scarcity 
of water supply in dry periods was struggling 
to satisfy an increasing inelastic demand from 
perennial horticulture. Figure 1 is sourced from 
this fact sheet and shows that in a drought 
year the demand for water from horticulture in 
the Lower-Murray region (downstream from 
Echuca) will exceed available supply. In these 
circumstances it is understandable that water, 
both entitlement and allocation, is highly sought 
after and very valuable. 

Environmental Waterings
During September, the Fund supported a watering event at the Caldow North Swamp which is east 
of Nathalia on the Broken Creek in North East Victoria. This was the fi rst watering at this site. 

A small top-up water event (20ML) is planned for Yambuna Lagoon in late October. This site on 
the Goulburn River fl oodplain received multiple waterings in FY2018 and FY2019. Monitoring 
undertaken in July and September this year observed:

• Waterbirds, including Australian wood duck, grey teal, pacifi c black duck, Australasian 
swamphen and whistling kite, and 

• Hearing frog species, including the common froglet and spotted marsh frog.

Figure 1: Horticulture demand and consumptive water availability in the Lower Murray region. 
Source: Victorian DELWP.
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Figure 2: The native aquatic herb Callitrichie stagnalis (common starwort) is growing 
near the edge of the water (Yambuna Lagoon).
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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, 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 0.37 4.89 -0.04 26.63

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

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 approved and released in 
October 2017.

Strategy Manager BackgroundCorrelation
S&P/ASX 300 0.16

Risk Ratio
Reward to risk ratio 1.88

Annualised standard deviation (%) 7.87

Downside deviation (%) 5.24

Sortino ratio 2.82

Maximum drawdown (%) 9.58

Percentage of positive months (%) 78.26


