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The Murray-Darling Basin 
Balanced Water Fund

INVESTOR UPDATE

UNIT PRICE: A$1.93AUM: A$64.40M

OCTOBER 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 (%) 0.84

Last three months 
return (%)

-1.22

Financial year 
return (%) 

0.06

Rolling 12 months (%) -2.38

Performance since 
inception (%)

94.14

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

14.63

The Fund posted a return of 0.84% for the month. 
A positive operating result coupled with a slight 
firming in the value of the Fund’s water entitlement 
portfolio were the key drivers for this result.

Environmental Watering 
Update – The Plain Paddock 
in Northern Victoria
Figure 1 shows The Plain Paddock located 6 km 
south-east of Nathalia in Northern Victoria. This 
wetland is 15 hectares in size and is located on 
private property adjacent to the Numurkah Natural 
Features Reserve on the Broken Creek. The Plain 
Paddock has been identified by the Goulburn 
Broken Catchment Management Authority as a 
priority site to receive environmental water. The 
Victorian Trust for Nature with the support of the 
previous landholder has placed a conservation 
covenant over the wetland portion of the property 
and developed a management plan for the 
covenanted area.

Figure 1: The Plain Paddock wetland after initial environmental watering in September 2020
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Prior to the 2019-20 water year, The Plain 
Paddock had not received environmental water 
before but had been inundated by natural flood 
events in 1916, 1939, 1956, 1974, 1992 and 
2012 when major floods resulting in overbank 
flows from the Broken Creek have occurred.

The Fund has donated 70 megalitres (ML) 
of water as part of a two-stage watering. In 
September 55ML was delivered to fill the 
wetland to full capacity followed by two to three 
small top up events (10-15 MLs) planned for 
October to November to maintain water levels 
within the wetland before allowing the wetland 
to completely dry over summer.

The Plain Paddock has the following 
environmental values: 

1. Supports a threatened vegetation 
community,

2. Closely associated with Broken Creek 
floodplain and Numurkah Natural Features 
Reserve, and

3. Forms part of the Broken Creek Directory of 
Important Wetlands listing.

The objectives for environmental water delivery 
to The Plain Paddock include: 

• Maintain the health and extent of the plains, 
grassy wetland vegetation community, and

• Provide habitat for waterbirds.

The Murray Darling Wetlands Working Group 
(MDWWG) will carry out the first post water 
delivery monitoring event during October to 
monitor for vegetation health (including for 
Grey Box tree health), waterbird surveys, as 
well as for incidental observations for frogs and 
woodland birds.

Following water delivery, quite a few frogs were 
calling and there was an immediate response 
by aquatic plants including Common Nardoo, 
Broughton Pea, and Common Spike-rush. 
Frogs heard calling included Eastern Banjo Frog 
(Pobblebonk), Common Spadefoot Toad and 
the Common Froglet. Waterbirds first arrived 
during water delivery and included Pacific Black 
Ducks, Grey Teal, White-necked Heron and 
Black-Winged Stilt.

Figure 2: A large grey box gum tree with attached acoustic recorder surrounded by an understory of Lignum

Weather Outlook
As expected with the La Niña event declared, 
the three-month rainfall outlook (December 
to February) from the Bureau of Meteorology 
(BoM) is for wetter than average conditions for 
almost all of Australia, particularly in northern 
Queensland. Growers will be keeping an eye 
on whether the forecast is likely to lead to 
prolonged periods of wet and humid conditions 
during Summer as this can present challenges 
to crop harvesting and quality due to potential 
timing delays and increased fungal activity.

Figure 3: Three-month rainfall outlook (Source BoM)
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Wet October lifts water availability
After less than forecast rainfall for Winter and early Spring, October lived up more to La Niña expectations of above average rainfall. This resulted in a 
significant jump in inflows to southern Murray-Darling Basin (sMDB) storages - see Figures 4 & 5.

This lift in storage levels resulted in large increases in allocation determinations during October to early November as detailed in Figure 6:

System Entitlement Class
30-Sep-20 

Allocation Status
10-Nov-20 

Allocation Status
Expected Final 

Allocation Status

VIC Goulburn High Reliability 51% 93% 100%

VIC Murray High Reliability 36% 77% 100%

NSW Murray General Security 15% 36% 50%

NSW Murrumbidgee General Security 46% 66% 80%

Figure 6: Changes in Allocation Determinations

Whilst the recent below average inflows had created doubt about how this season was going to fare, October was a season-defining month. 
Expectations are now that Victorian Goulburn and Murray High Reliability allocations will quite quickly reach 100% whilst NSW Murray General 
Security is likely to reach 50%. The sentiment for wetter conditions can be reflected by the unscheduled announcement of an 8% increase for NSW 
Murrumbidgee General Security on the 9th November 2020. These announcements are normally provided on the 1st day and 15th day of the month 
(or nearest business day after) and to make an announcement outside this schedule is rare.

These allocation increases have arrived relatively late to enable planning for the upcoming Summer crop season. However, market intelligence suggests 
that the cotton and rice crops being committed to will see a very sharp increase in the areas planted compared to recent years. 

Figure 4: October 2020 Rainfall Deciles (Source BoM) Figure 5: Murray System Monthly Inflows (Source MDBA)

Implementation of Inter-valley trade (IVT) rules 
causing regional isolation
With the water allocation market 
softening due to the increased supply 
and reduced irrigator demand over 
October, the sMDB continues to 
operate as multiple isolated trading 
regions rather than a connected 
system. This year there has been 
little inter-valley trade between the 
Goulburn, Upper Murray, Lower 
Murray and Murrumbidgee regions 
as the trading caps were hit very early 
in the season.  As a consequence, 
allocation prices in the Murrumbidgee 
have recently dropped to as low as 
$60 per megalitre (ML), Goulburn 
down to $90/ML while trade in the 
Lower Murray is hovering close to 
$200/ML at the time of writing.

For irrigators, this change in trade 
connectivity is making a strategy of 
sourcing water from multiple systems 
as a means of diversifying supply 
risk increasingly ineffective. Currently 
there are large volumes of allocation 
held in Goulburn where its intended 
use is in the Lower Murray. However, 
IVT access from Goulburn to Lower 
Murray is not looking likely until late 
Summer or early Autumn, which will 
be too late for much of the Summer 
crop watering.

With high a exposure to the Lower 
Murray region, the Fund is well 
positioned to benefit from this 
increased trading isolation.

Water entitlement prices find 
support
Water entitlement remains tightly held in the sMDB with 
trade volume from July to October 2020 declining by almost 
60% compared to the same period last year. With recent 
purchases of SA High Security entitlement, the Fund has 
continued to lift its exposure to the most secure entitlement 
classes in the Lower Murray region. This region has by far 
the largest concentration of irrigators growing high value, 
perennial, horticulture crops, where these irrigators have 
both the greatest capacity and motivation to pay for water. 

Lease yields avoid compression
It is also worth noting that despite a strong rise in the 
entitlement values over the past three years, lease yields 
for the Fund have avoided compression. Based on October 
valuations, average lease yields for the Fund have been 
maintained above the target of 6%.
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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 0.02

Risk ratio 
Reward to risk ratio 1.43

Annualised standard deviation (%) 8.61

Downside deviation (%) 4.93

Sortino ratio 2.50

Maximum drawdown (%) 9.58

Percentage of positive months (%) 72.88

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 0.84 -8.62

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

Se
p-

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 30 November 2020 1
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 kilter-rural/

The Murray-Darling Basin 
Balanced Water Fund

INVESTOR UPDATE

UNIT PRICE: A$1.94AUM: A$65.16M

NOVEMBER 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 (%) 0.73

Last three months 
return (%)

1.19

Financial year 
return (%) 

0.80

Rolling 12 months (%) -4.37

Performance since 
inception (%)

95.57

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

14.53

The Fund posted a return of 0.73% for the 
month. This result was driven by gains in 
the value of the Fund’s water allocation and 
entitlement holdings while operational expenses 
continue to track below budget.

Market Update
The water allocation spot market has been 
fluctuating within a relatively small range 
compared to the previous two seasons. Overall, 
allocation prices are generally around 75% less 
than for the same time last year. Water supply 
(the volume of water allocated to the owners 
of water entitlements) is always the greatest 
determinant of allocation prices. This year, 
supply across the four major trading regions has 
been more than double that of last year but is 
still around 10% less than the ten-year average.

As for much of the past year, water markets 
have been influenced by the expectation of 
wetter than average weather in the months 

ahead based on the rainfall outlooks provided 
by the Bureau of Meteorology (BoM). As 
has been a common occurrence this year, 
actual rainfall for November did not follow 
the forecasted script. Figure 1 demonstrates 
how actual November rainfall across Australia 
transpired, in the sMDB in particular, compared 
to what was forecast for November by BoM on 
10 September and 22 October 2020. 

The dry November was reflected in the last 
two fortnightly allocation announcements for 
Victorian high reliability water entitlement for 
the Murray System. These two announcements 
resulted in a combined increase in allocation 
of only 6%. This compares to the October 
announcements which resulted in an increase 
of 37%.

Restriction on Inter-Valley Trade (IVT) is the 
other key factor currently impacting allocation 
prices. Trade limits from the Murrumbidgee 
and Goulburn into the Lower Murray have 
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been reached.  As a result, price differentials 
have opened up between these zones with the 
Lower Murray currently trading at a premium of 
$100/ML and $80/ML to the Murrumbidgee 
and Goulburn systems respectively.  

As volumes are delivered from the 
Murrumbidgee and the Goulburn into the Lower 
Murray during the season, these trade caps 
will open.  Announcements around the timing 
and quantum of these deliveries, and hence the 
additional opportunity to trade into the Lower 
Murray that will be opened up, are being keenly 
watched. As deliveries occur, and the likelihood 
of trade opening up improves, we can expect to 
see these price differentials contract.   

Since the start of this year, prices for most 
classes of water entitlement have softened. 
Kilter Rural’s sMDB Water Index has entitlement 
prices down 6.5% in the eleven months to 
30 November.  However, this trend appears 
to have come to an end.  The index has been 
stable for the past two months and the Fund 
has experienced an appreciation in the value 
of its entitlement portfolio in both October and 
November.  At the same time water entitlements 
continue to be very tightly held. The volume of 
entitlement traded in November was down 65% 
compared to last year while year to date the 
volume of trade is down 40%.  

Market Report 
During November, the Victorian government 
released an independent report into the recent 
trends and drivers which have impacted water 

allocation prices in the sMDB. The report also 
includes modelling of future scenarios for water 
market prices and the potential response of 
different industries. 

This report concludes that the primary drivers 
of water allocation prices in recent years have 
been annual water availability, water recovery 
for the environment and growing demand 
for water from higher-value industries like 
perennial horticulture and cotton. The report 
also identifies the impact of increased trading 
isolation between the four key trading regions 
within the sMDB, leading to higher price 
differentials between these regions.

The report also finds that if future scenarios are 
modelled with a bias towards recent climatic 
trends (last 15 years) rather than long-term 
trend (1896 to 2015), then the impact of 
expanded perennial horticulture crops will 
cause the average pricing for water allocation 
to increase. This will likely lead to more 
displacement of lower-margin traditional annual 
crops by higher-value perennial horticulture 
where growing conditions are suitable.

Predictably the Lower Murray region is identified 
as the region where the supply and demand 
forces are likely to lead to the highest prices in 
the SMDB. The Fund has been increasing its 
exposure to the Lower Murray region based on 
the same economic fundamentals as identified 
in this report.

This report can be found at https://
waterregister.vic.gov.au/about/news

Figure 1: Previous rainfall outlooks 
and actual rainfall for November 2020 
(Source: BoM)

Trade Issues with China
The recent deterioration in the bilateral trade relationship with China is of concern to 
much of Australian agriculture.  The Fund currently has some limited exposure to effected 
industries, in this case wine grapes. Kilter Rural will continue to monitor the Fund’s exposure 
and to work proactively with its client base of irrigation farmers. To date none of the Fund’s 
clients have raised concerns stemming from this situation. 

Appointment of Dr Celine Steinfeld to the Advisory Committee 
Kilter Rural is pleased to announce that the 
appointment of Dr Celine Steinfeld to the 
Fund’s Advisory Committee was approved by 
a meeting of unitholders held on 19 November 
2020. 

Dr Steinfeld is a geographer specialising 
in water and environmental policy and 
management in Australia. Celine completed her 
honours and PhD research in river management 
in the Murray-Darling Basin at the University 
of New South Wales. Her work in floodplain 
development in the internationally significant 
Macquarie Marshes in the Murray-Darling 
Basin prompted the NSW Government to 
draft their floodplain harvesting policy in 2008. 

Celine won the University Medal in 2008, the 
NSW Government Peter Cullen Postgraduate 
Scholarship in 2009 and the international River 
Management Young Achievers Award in 2012. 
She published her work in international journals 
and has presented at conferences in Australia, 
New Zealand, South Africa and Ethiopia.

After graduating, Celine worked in policy 
implementation at the Murray-Darling Basin 
Authority. She was recently appointed as Director 
of the Wentworth Group of Concerned Scientists, 
a non-profit, science-based organisation 
established in 2002 to link science to public 
policy and advance solutions to secure the long-
term health of Australia’s land and water. She 

continues her research as an Adjunct Lecturer at 
UNSW’s Centre for Ecosystems Science.

Graham Kraehe tendered his letter of 
resignation from the Advisory Committee at a 
meeting held on 26 November 2020.  Graham 
has been on the Advisory Committee since the 
Fund’s inception in 2015 and Kilter Rural would 
like to thank him very much for his valuable 
service since that time. 

10 Sep 2020 Outlook for November 2020

22 Oct 2020 Outlook for November 2020

Actual Rainfall for November 2020
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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 0.02

Risk ratio 
Reward to risk ratio 1.44

Annualised standard deviation (%) 8.54

Downside deviation (%) 4.93

Sortino ratio 2.48

Maximum drawdown (%) 9.58

Percentage of positive months (%) 73.33

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 0.84 0.73 -7.95

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$1.94AUM: A$65.34M

DECEMBER 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 (%) -0.05

Last three months 
return (%)

1.53

Financial year 
return (%) 

0.75

Rolling 12 months (%) -8.00

Performance since 
inception (%)

95.47

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

14.26

The Fund posted a flat -0.05% return for 
December. Contracted cashflows remained 
steady whilst Fund expenses remain 
below budget. Values for all classes of 
water entitlement held by the Fund were 
unchanged. Water entitlement remains tightly 
held within the major trading regions of the 
Southern Murray-Darling Basin (sMDB). 
December entitlement trade volume was 87% 
less than for December 2019 and for the 
period since July trade volume has declined 
by 70% compared to the same period last 
year (excluding a one-off major trade).

During recent waterings, the wetland 
remained fully inundated (see next page). 

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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Watering event brings life back to wetland in NSW Riverina
Between September and November, the Fund provided 500ML for a large 
watering event at the Middle Wetland; a 264 Ha Black Box dominated 
wetland 20km west of Jerilderie in southern New South Wales. Additional 
water was able to be leveraged from the Commonwealth Environmental 
Water Holder to lift the total watering to a significant 950ML. 

This was the first controlled watering for this wetland where the northern 
section had not been watered for over 20 years, as a flood levy bank has 
prevented flows entering during natural flood events. The objective of 
the watering was to support the Black Box vegetation community and 
help create habitat for waterbirds and frogs. As a result of the watering, 
there was significant improvement in Black Box condition and waterbirds 
wasted no time, moving in quickly.

The shallow water areas created upon filling and drawing down provided 
excellent foraging habitat for Straw-necked Ibis, White-necked Herons 
and Royal Spoonbills. Aquatic plants responded, with Lignum and Nitre 
Goosefoot flowering and Common Nardoo and sedges responding despite 
the extended dry period prior to this environmental watering event.

The diversity of waterbird species present indicate that a wide range of 
foraging habitat was created. Herbivores, ducks, small waders and large 
waders, and terrestrial birds were all recorded. Kites, eagles and falcons 
were also recorded utilising the site, including the White-bellied Sea Eagle 
(listed as threatened).

Water Allocation prices relatively steady
Despite widespread rain across Northern Australia over December and a declared La Niña event, the last two months have been relatively dry over much 
of the sMDB and water allocation prices have remained generally steady.

The strongest driver of water allocation price is supply and this year the supply for the four main trading regions in the sMDB is more than double that of 
last year (as shown in Figure 1). The sensitivity to supply is evidenced by the fact that this time last year the water allocation price in the Lower Murray 
was around four times the current price ($800/ML compared to current December price of $200/ML). The supply level for this year is still 12% below 
the ten-year average due to the impact of the very wet 2011, 2012 and 2017 years.

Figure 1: SMDB Major Trading Region Water Allocation Supply to 4 January 2021 (Source Kilter Analysis).

Black Box canopies increased in condition and established extensive 
new growth and set flowers.

The threatened White-bellied Sea Eagle.

A remote camera installed at the site captured many foraging 
waterbirds, including large groups of Straw-necked Ibis, White-
necked Herons, ducks, spoonbills and a couple of kangaroos.
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Other factors helping to keep water allocation 
prices subdued include:

• Rainfall being around average across the 
sMDB since the water year started in 
July (Figure 2). Rain seems to have fallen 
at opportune times and combined with 
relatively moderate temperature conditions, 
many irrigators have found their water use 
to date has been less than budgeted.

• The expectation of upcoming IVT 
opportunities from the Murrumbidgee 
River and Goulburn River systems which 
will result in an increased supply into the 
Lower Murray system. IVT trades are 
only permissible when the water balance 
between two connected systems is 
compliant with relevant water trading rules 
and there is a price differential between 
trading regions to justify the trade.

• Downward pressure on key commodity 
prices including almonds and wine grapes.

In contrast prices are being supported by:

• Expectations of upcoming hotter conditions 
over Summer (there has not been any real 
heatwave yet).

• Anticipated strong demand for water 
allocation to be held for carryover at the 
end of this water year and the recognition 
that current prices offer value opportunity 
given the price levels reached over the past 
two seasons.

• Continual increasing inelastic water demand 
from high water-use perennial horticulture 
crops as a result of additional plantings and 
ongoing crop maturity, particularly in the 
Lower Murray and Murrumbidgee regions. 

Figure 2: Murray-Darling Basin Rainfall Deciles from July to December 2020 (Source: BoM).

Figure 3: Three-month Rainfall Outlook from March to May 2021 (Source: BoM).Low unsold water 
allocation exposure
Leading into December the Fund had only 
around 10% of its total available water allocation 
portfolio unsold and therefore limited exposure 
to changes in allocation prices. This position 
will change slightly when recent entitlement 
purchase transactions settle which include the 
seasonal allocation.

Weather Outlook
Since early Autumn last year, the BoM has been 
forecasting wetter than average conditions 
across most of the sMDB. Whist some months 
have experienced above average rainfall over 
this period (notably May and October) as noted 
in last month’s Update, there have also been 
numerous months where rainfall has been well 
below average. Whilst it is too early to have 
any confidence about the outlook for the 2021 
season, it is interesting to note the BoM’s long-
range outlook for March to May is the most 
neutral forecast for some time (see Figure 3). 
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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.

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 $440m 
of water, farmland and ecosystem assets. 
An information memorandum for The Murray-
Darling Basin Balanced Water Fund was 
approved and released on 30 October 2019.

Correlation 
S&P/ASX 300 0.02

Risk ratio 
Reward to risk ratio 1.42

Annualised standard deviation (%) 8.48

Downside deviation (%) 4.88

Sortino ratio 2.46

Maximum drawdown (%) 9.58

Percentage of positive months (%) 72.13

Fund performance %
(net 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 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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