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The Murray-Darling Basin 
Balanced Water Fund

INVESTOR UPDATE

UNIT PRICE: A$1.91AUM: A$64.97M

JANUARY 2021

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 (%) -1.61

Last three months 
return (%)

-0.94

Financial year 
return (%) 

-0.88

Rolling 12 months (%) -9.49

Performance since 
inception (%)

92.31

since inception 
annualised [p.a.] (%)

13.65

The Fund recorded a -1.61% return for January. This 
was due to a downward adjustment to the valuation of 
entitlement holdings of water entitlement in the Lower 
Murray and Murrumbidgee zones and unsold water 
allocation from the current season. In addition, the Fund 
has taken up a provision for income tax for the 2020-21 
financial year following confirmation from the Australian 
Taxation Office that it will not extend its private ruling 
exempting the Fund from its Public Trading Trust 
provisions. As a result, the Fund will now be taxed as 
a company with franking credits flowing to unitholders 
for any tax paid at the Fund level.  In the absence of this 
provision the return movement for January would have 
been -0.95%.    

The allocation market softened significantly during the 
month where prices in the Lower Murray dropped from 
$200 per megalitre (ML) to close to $100/ML and the 
Murrumbidgee price continues to trade under $50/ML. 
Above average rainfall for the month coupled with 
continued moderate Summer conditions has kept water 
demand below expectations leaving many irrigators 
with surplus water in their accounts.  The downward 

pressure on water prices had been anticipated and 
the Fund had traded all uncommitted allocation 
some months ago. The small current holdings have 
been accrued from recent allocation announcements 
and received upon recent settlement of entitlement 
purchase transactions.

Markets also continue to be impacted by the inter-
valley trade from Murrumbidgee into the Lower Murray. 
This trade opened in December following the delivery 
of environmental water from the Murrumbidgee 
into the Lower Murray. Expectations are that further 
deliveries will provide trading opportunities out of the 
Murrumbidgee of around 40GL per month through 
until April. With Murrumbidgee prices trading at a 50% 
discount to the Lower Murray, this additional supply 
in a market where demand is already subdued has 
significantly contributed to the downward momentum.

Summer water demand is expected to start reducing 
further as harvest for crops such as tomatoes, almonds 
and grapes gets underway. Cotton and rice harvest is 
expected to be later than usual this year due to the mild 
summer conditions delaying crop maturity.

http://kilterrural.com
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Allocation prices market can rebound quickly
Allocation prices in the Lower Murray are currently close to $100/ML.  
Prices at these levels have not been seen since early 2018 as shown in 
Figure 1.  At that time southern Murray-Darling Basin (sMDB) storages 
were at approximately 60% of capacity broadly in line with the situation 
today. Within eighteen months, prices had risen to over $900/ML in 
November 2019. The key drivers for this increase were:

• Low water allocation prices at the opening of the 2018-19 irrigation 
season which stimulated an expanded summer cropping program. In 
fact, the area planted to cotton in the sMDB set a new record at over 
65,000ha. This expanded program, coupled with a hot dry Summer 
saw a large draw down in water reserves between October 2018 and 
July 2019  

• The Winters of both 2018 and 2019 experienced below average 
rainfall and inflows which failed to replenish storages, and 

• By early July 2019 storages were well sub 40% capacity. At those 
levels, perennial horticulture crops became the major consumer of the 
available water in the 2019-20 season. Needing to keep their trees/
vines alive, the owners of these crops competed for the limited volume 
of water allocation available causing prices to peak at over $900/ML.  

In many respects the upcoming 2021-22 season has the potential to be 
similar to 2018-19 in terms of supply and demand dynamics. For example:

• Irrigators are currently holding large volumes in their water accounts. 
Some of this will be carried over into next season. But given the limits 
to carryover capacity much of it will be returned to the pool and made 
available to support allocations for the 2021-22 season. 

• Large volumes of carryover together with reasonable season opening 
allocations will likely keep allocation prices suppressed for the early 
part of the 2021-22 irrigation season.

• The current outlook for both cotton and rice suggest that it will be 
possible to lock in prices for 2021-22 at levels above recent averages. 
High commodity prices coupled with low water prices will support 
expanded plantings. This will generate additional demand for water 
and increase the pace at which reserves are  drawn down.

• At the same time, the current La Nina event which was declared 
in September 2020 now appears to be dissipating and the rainfall 
outlook for the sMDB leading into Winter season has returned to 
average (Figure 2). This is in contrast to much of the past year when 
the rainfall outlook has been well above average. On balance, the 
likelihood of drier conditions appears relatively higher than it has done 
for much of the past twelve months.

• Notwithstanding the outlook for above average rainfall, and the 
presence of La Nina since last Spring, rainfall and inflows remained 
below both the long term and 10-year average for most of the past 
year as shown in Figure 3. As a result, storages are now below 
average for this time of year with further drawdowns to occur before 
the end of the current irrigation season (Figure 4).   

• One factor that has changed since 2018-19 is the volume of water 
consumed by perennial horticulture. With additional plantings and the 
maturation of previously planted orchards, demand for water from the 
major fruit and nut crops continues to increase. 

Water allocation prices may soften further in the current season as irrigators 
find themselves holding surplus water that is unable to be carried over. 
However, unless there is a significant departure from the current rainfall 
outlook, it appears likely that the trend in the 2021-22 season will be in the 
other direction.

Entitlement trade volume in January was well below that of the previous 
month and also the same month a year ago. The valuation of entitlement 
classes held by the Fund have generally been stable over recent months 
despite the impact of low allocation prices on market sentiment. Entitlement 
leases established in previous years will continue to support contracted 
revenue into next year at levels well above the current spot price yield. 
Despite trade uncertainty and labour challenges due to COVID-19, the 
Australian agriculture sector remains buoyant and the Fund is well placed to 
meet the expected strong demand for water products in the coming year.

Figure 1: Lower Murray Allocation Price vs sMDB Storage Level

Figure 3: Murray System Monthly Inflows (Source MDBA)

Figure 2: Rainfall Outlook for April to June 2021 (Source: BoM)

Figure 4: MDBA Active Storage (Source MDBA)
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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 27 January 2021, 
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.

Strategy
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.

Manager Background
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 $500m 
of water, farmland and ecosystem assets. An 
information memorandum for The Murray-
Darling Basin Balanced Water Fund was 
approved and released on 27 January 2021.

Correlation 
S&P/ASX 300 0.02

Risk ratio 
Reward to risk ratio 1.35

Annualised standard deviation (%) 8.50

Downside deviation (%) 4.78

Sortino ratio 2.38

Maximum drawdown (%) 9.58

Percentage of positive months (%) 70.97

Fund performance %
(net fees and expenses)

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

2021 -1.61 -1.61

2020 0.01 -1.82 0.22 -4.03 -2.05 -1.28 1.30 -1.67 -0.38 0.84 0.73 -0.05 -8.00

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

Monthly 
Returns
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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$65.16M

FEBRUARY 2021

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 (%) 0.02

Last three months 
return (%)

-1.65

Financial year 
return (%) 

-0.87

Rolling 12 months (%) -7.80

Performance since 
inception (%)

92.34

since inception 
annualised [p.a.] (%)

13.43

The Fund recorded a small positive return for 
February. Operating profit was positive supported 
by contracted income from water leases however, 
this was offset by some slight softening in the Fund’s 
holdings of Murrumbidgee High Security water 
entitlement.

From an environmental perspective, the Fund is 
gearing up to support its largest ever Autumn 
environmental watering program with plans to deliver 
close to 900 megalitres (ML) across a minimum 
of eight separate wetlands. Benefits from Autumn 
watering include; improving habitat conditions for 
species such as frogs, and priming the soil for the 
growth of native plant species leading into Winter. 

The allocation market in the southern Murray-Darling 
Basin (sMDB) drifted slightly lower over the month 
with the Murrumbidgee system trading as low as 
$50 per megalitre (ML) and the other major sMDB 
regions all trading around $100/ML by the end of 
the month. It is common for water allocation prices to 
soften over February as demand reduces at the end 
of the Summer growing season in preparation for 

harvest, and before Autumn watering begins. 

Water entitlement valuations were generally steady 
over the month. As an asset class, sMDB water 
entitlement is proving to be resilient as it continues 
to retain almost all of the capital gain achieved over 
recent years even though prices in the spot market 
for allocation are well below the average of the last 
three years.

The Kilter Water Capital Index (KWCI) is a measure 
of the movement in the aggregated capital value of 
the major classes of water entitlement in the sMDB. 
From January 2018 to December 2019 the KWCI 
rose by 64% (or 29.5% annualised). Over this period 
the Lower Murray allocation price traded above 
$400/ML for more than half this period and peaked 
at over $900/ML. By comparison, from January 
2020 to February 2021 the KWCI has softened by 
only 6.1%. And since August 2020 the index has 
remained flat despite allocation prices dropping to 
below $50/ML in the Murrumbidgee and the other 
regions trading at times below $100/ML (Figure 1).

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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Current low water allocation prices and favourable 
commodity prices will result in increased crop 
plantings for both the upcoming Winter and 
Summer seasons. Combined with increased water 
demand from ongoing horticulture orchard maturity, 
upward pressure on both allocation and entitlement 
prices is likely, particularly if Summer conditions 
return to being typically hotter than what was 
experienced over the last three months.

A year like this also reinforces the benefits of 
locking in entitlement leases at higher yields 
when the market conditions permit. The Fund’s 
portfolio of High Security entitlement is currently 
close to 64% leased for next year at an average 
yield approaching 6%. After allowing for expected 
donation obligations for next year, the Fund has a 
solid hedging position against low prices continuing 
into next year.

Summer crop harvest reports to date have 
been generally positive. Almond growers were 
particularly anxious about how the very mild Spring 
and Summer conditions might impact yield and 
quality but so far anecdotal results have been 
pleasing. Minimal rainfall over recent weeks has 
also helped harvest to continue without disruption. 
Other feedback from Kilter Rural water clients 
includes:

• The buoyant trading conditions experienced 
by wine grape growers in recent years have 
been tempered by the imposition of tariffs by 
China in 2020. However, the 2021 harvest is 
shaping up well with good yields expected 
and growers feel confident in their ability to 
adjust to the new environment. 

• Access to labour for fruit picking remains a 
concern for many growers.

The Victorian Government has recently announced 
its intention to update the market in late March in 
relation to the review it has undertaken into the 
inter-valley trading (IVT) arrangements between the 
Goulburn and Lower Murray systems. This update 
will include proposals for long-term changes 
to trade and operating rules governing IVT. In 
particular, how much supply from the Goulburn can 
augment supply for the Lower Murray, especially 
over the high demand Summer period. Some 
change to the current regime is expected.  This may 
in turn impact entitlement values in both regions.  
Changes to the regulatory environment which have 
the capacity to impact market values have been 
rare since the trading rules were established over a 
decade ago.

Early forecasts for next season Victorian allocations 
were announced during February, with NSW 
forecasts expected in mid March. Inflows are 
forecast to result in 100% allocations for both 
Victorian Goulburn and Murray systems under an 
average inflow scenario, but less than 60% under 
a dry scenario. Over the past 20 years Murray 
system inflows have only exceeded the long-term 
annual average on four occasions. So, despite 
sMDB storages having risen by 28% compared to 
the same time last year, more rain throughout the 
Winter and Spring will be required to ensure high 
allocations. As shown in Figure 1, the Bureau of 
Meteorology (BoM) May to July rainfall outlook 
has neutral  chance of exceeding median rainfall for 
sMDB catchments.
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igure 1: Aggregated sMDB Water Allocation Price vs KWCI (Source: Kilter Rural)

Figure 2: Rainfall Outlook – May to July 2021 (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 27 January 2021, 
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.

Strategy
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.

Manager Background
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 $500m 
of water, farmland and ecosystem assets. An 
information memorandum for The Murray-
Darling Basin Balanced Water Fund was 
approved and released on 27 January 2021.

Correlation 
S&P/ASX 300 0.02

Risk ratio 
Reward to risk ratio 1.33

Annualised standard deviation (%) 8.44

Downside deviation (%) 4.75

Sortino ratio 2.36

Maximum drawdown (%) 9.58

Percentage of positive months (%) 71.43

Fund performance %
(net fees and expenses)

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

2021 -1.61 0.02 -1.60

2020 0.01 -1.82 0.22 -4.03 -2.05 -1.28 1.30 -1.67 -0.38 0.84 0.73 -0.05 -8.00

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$1.90AUM: A$65.94M

MARCH 2021

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 (%) 0.57

Last three months 
return (%)

-1.04

Financial year 
return (%) 

-0.30

Rolling 12 months (%) -7.48

Performance since 
inception (%)

93.43

since inception 
annualised [p.a.] (%)

13.33

 The Fund recorded a 0.57% return for March. 
According to the Fund’s independent valuers, 
Victorian Upper Murray was the only High 
Reliability/Security water entitlement in the 
southern Murray-Darling Basin (sMDB) to 
appreciate in value for the month. A slight gain 
on the entitlement holdings, coupled with a 
positive operating result underpinned by the 
Fund’s lease portfolio were the key drivers for 
this result.

Unitholders will also receive a Fully Franked 
Interim Dividend of $0.02 per unit for those 
unitholders on the register at 31 March 2021. 
This interim dividend represents a yield of 
1.05% based on the Net Assets of the Fund 
at 31 December 2020. This is consistent with 
the goal of providing a 2.0% annual distribution 
paid semi-annually.

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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Andruco Lagoon showing the benefits of Environmental Waterings
Andruco Lagoon is situated on the Darling 
River approximately 20 kms from Wentworth on 
private property. The Lagoon consists primarily 
of River Red Gum and Black Box vegetation 
communities and plays a fundamental role in the 
Lower Murray Darling ecosystems. However, 
the Lagoon 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.

In response to two recent environmental 
water events supplied by the Fund, Andruco 
Lagoon is looking majestic again (see Figure 
1). The initial watering event delivered 150ML 

in September 2020 (spring watering) and was 
recently topped up with 132ML between 11th 
and 25th March; another watering is being 
considered for Spring 2021.

Ongoing monitoring with a focus on wetland 
vegetation response, tree condition and health, 
waterbirds and frogs has so far observed:

•  High abundances of aquatic plant 
recruitment including Nardoo, Millfoils, 
Joyweeds, Jerry Jerry and Sneezeweeds (to 
name a few) (see Figure 2)

•  The surrounding mature river red gums 
have flourished with new growth, thickening 
of canopy and flowers in response to 
watering (see Figure 3)

•  Waterbirds are flocking to this wetland, 
using it as refuges and as feeding and 
breeding habitat for some (family units of 
Grebes, Black Swans, Wood ducks and 
Pink Eared ducks have been observed 
consistently during site visits).

•  Frogs observed so far include Peron’s Tree 
Frog, Sudell’s Frog, Pobblebonks, Spotted 
Marsh Frog, Barking Marsh Frog and Plains 
Froglet (see Figure 4).

Figure 1: Andruco Lagoon 
(taken 01 April 2021)

Figure 2: Mature River Red Gum 
(taken 17 March 2021)

Figure 3: Spotted Marsh Frog 
(taken 17 March 2021)

Figure 4: Andruco Lagoon with 
prolific Red Millfoil (taken 05 
March 2021)

1
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Figure 1: Rainfall Totals for March 2021 (Source: BoM)

The allocation market continued to drift lower 
during the month, mostly due to expectations of 
large rainfall totals from the substantial east-
coast event. Allocation prices in the Murray 
and Goulburn dropped from $100 per megalitre 
(ML) down to $70/ML, but with warm and drier 
conditions in early April, allocation prices have 
lifted back to around $80/ML. Murrumbidgee 
continues to trade between $40/ML to $50/ML.

As shown in Figure 1, there were substantial 
rainfall totals recorded along the east coast but 
the rain diminished as it came further south to 
the southern Murray-Darling Basin (sMDB). 
Due to its more northerly catchments, the 
Murrumbidgee system again was impacted the 
most by this system with the storage level for 
Burrinjuck dam lifting by 20% in the week after 
the event. Such jumps in storage levels are not 
common for this time of year. The Murray and 
Goulburn systems received less rainfall and their 
storages only lifted marginally before starting to 
fall again a week or two later. Irrigators in the 
Lower Murray received much less with some 
only recording single digit totals for the month. 

Menindee Lakes likely to receive 
good inflows
One outcome from the heavy rainfall in 
Northern NSW and Southern Qld is that the 
Darling River is finally experiencing good 
inflow conditions and the river is forecast 
to deliver around 500,000 ML (or 500 
gigalitres (GL)) into the Menindee Lakes 
(Lakes) in south western NSW. The Lakes 
have been low for a number of years now 
(at times very low) and their combined 
storage level at the start of March was 
below 18% at around 310 GL. At these 
levels, the Lakes do not contribute supply to 
the sMDB seasonal allocations. But if they 
receive the forecasted inflows of 500 GL, 
then holdings will go past an operational 
storage threshold of 640 GL after which 
they begin to contribute supply to sMDB 
seasonal allocations. However, there 
remains some uncertainty around whether 
this will occur. Given the Lakes have not 
been above this threshold for three and 
a half years, there is speculation that the 
water authorities will resist calling on this 
reserve in order to allow for an extended 
duration of improved supply in the Lakes to 
improve ecological outcomes.

ACCC Final Report
The Australian Competition and Consumer Commission (ACCC) Final Report on its inquiry into 
Murray-Darling Basin water markets was released on 26 March 2021. This report builds on the 
preliminary findings detailed in their earlier Interim Report and provides a number of recommendations 
to further bolster market fairness and efficiency.

In addition to the range of recommendations, other key findings in this report include:

WATER MARKET BENEFITS
• Basin water markets are critical to the efficiency and productivity of Australian agriculture.

• Water trading has brought substantial benefits to many water users across the Basin. This 
is demonstrated by the fact that, despite tough and volatile climatic conditions, the value of 
production from irrigated agriculture in the Southern Basin has increased by 29% in real terms 
since 2010–11.

INVESTOR MARKET PARTICIPATION
• The report is unequivocal in its support of the benefits investors provide to water markets, 

including new sources of capital to irrigated agriculture, increased water market liquidity and the 
provision of a range of water products which help irrigators manage their water supply risks.

• This water market inquiry was initiated shortly after the 2018-19 financial year, in part due to 
the financial burden rising water prices were having on irrigator profitability. In response to 
conjecture that trading behaviour by large investors may have resulted in market manipulation, 
four large investor market participants, including Kilter Rural, were required to submit extensive 
trading data to the ACCC. This data covered the period from 1 July 2017 to 31 December 2019.

• The report concludes that there is no evidence that investors exercised market power or 
manipulated markets to increase water prices in the Southern Connected Basin.

Kilter Rural welcomes this report, congratulates the ACCC for undertaking a thorough inquiry and 
supports the implementation of the report’s recommendations. The recommendations in this report 
present as sensible and necessary for market transparency and to help ensure effective ongoing 
market maturity, however implementation will have its challenges as support is needed from the 
current water market governance structure which includes three states (VIC, NSW & SA) and the 
Federal Government (including the Murray-Darling Basin Authority).
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Kilter Rural Water Market Update Webinar
In late March Euan Friday, Chief Investment Officer at Kilter Rural, presented a webinar which explored the issues that have impacted the water market this 
year and an early indication as to how the upcoming season may fare. For those who were not able to attend, a summary of the key points raised in the 
webinar is provided below:

1. The two big drivers for the low allocation prices in the current 2020-21 season have been in the relatively high inflows in 2020, particularly in the 
Murrumbidgee system combined with the coolest summer in over 15 years which has put a cap on demand.

2. Despite the high supply in the Murrumbidgee, the overall combined sMDB storages are still below the 10-year average for this time of year.

3. Entitlement values have remained resilient – the Kilter capital index has only receded 6% in the past year and has been stable for the past six months 
despite allocation prices dropping by more than 80%.

4. The 2021-22 season will see supply bolstered by high levels of carryover but forecast to be lower than 2020-21 season due to lower rainfall outlook 
compared to last year (see Figure 2).

5. Demand for water in the 2021-22 season is predicted to increase materially over the 2020-21 season due to:

i. An increase in demand from high water use perennial horticulture crops such as almonds.

ii.  Large plantings of cotton and rice driven by strong commodity prices and low water allocation prices (see Figure 3 and 4).

iii.  The likelihood of the 2021-22 Summer being similarly mild as 2021-21 is considered very unlikely given the strong trends evident in recent 
decades. 

4. In many respects the 2021-22 season appears to be developing similar to the 2018-19 season which was a year where both allocation prices and 
entitlement values experienced significant gains. 

Click here to watch a recording of the webinar

Figure 2: Rainfall Outlook for April to June - 2020 & 2021 Comparison (Source: BoM)

Figure 3: Actual and estimated cotton plantings in the sMDB 
(Source: Kilter Rural, ABARES, ABS)

Figure 4: Actual and estimated rice plantings in the sMDB 
(Source: Kilter Rural, ABARES, ABS)

Chance of Exceeding the median 
rainfall for April to June 2021.

Chance of Exceeding the median 
rainfall for April to June 2020.

https://kilterrural.wistia.com/medias/5jrhpwawab) 
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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 27 January 2021, 
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.

Strategy
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.

Manager Background
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 $500m 
of water, farmland and ecosystem assets. An 
information memorandum for The Murray-
Darling Basin Balanced Water Fund was 
approved and released on 27 January 2021.

Correlation 
S&P/ASX 300 0.02

Risk ratio 
Reward to risk ratio 1.33

Annualised standard deviation (%) 8.38

Downside deviation (%) 4.75

Sortino ratio 2.34

Maximum drawdown (%) 9.58

Percentage of positive months (%) 71.88

Fund performance %
(net fees and expenses)

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

2021 -1.61 0.02 0.57 -1.04

2020 0.01 -1.82 0.22 -4.03 -2.05 -1.28 1.30 -1.67 -0.38 0.84 0.73 -0.05 -8.00

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

Monthly 
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