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Investment Exposure 
Council’s investment portfolio is mainly directed to the higher rated ADIs. Council will continue to 

diversify the investment portfolio across the higher rated ADIs (A1 or higher). NAB and Suncorp are 

at full capacity limits. 

  

^Foreign subsidiary banks are limited to 5% of the total investment portfolio as per Council’s investment policy. 

The investment portfolio is predominately directed to the higher rated entities led by NAB, Suncorp 

and BoQ.  
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Credit Quality 
A1+ (the domestic majors) and A1 (the higher rated regionals) rated ADIs are the largest share of 

Council’s investments. There is still capacity to invest across the entire credit spectrum. 

  

Term to Maturity 
The portfolio remains adequately liquid with approximately 4.9% of investments at-call and another 

31.2% of assets maturing within 3 months. Council has strategically diversified its investments across 

various maturities up to 5 years over the past few years. 
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In the historic low interest rate environment, as existing deposits mature, they will generally be 

reinvested at much lower rates than preceding years. The RBA continued its easing cycle, cutting 

interest rates by a further 25bp after month end to a record low 1.5%. Money markets continue to 

price in another rate cut by mid-2017: 

2016-17 Budget 
  

Current Budget Rate 3.00% 

Source of Funds Invested   

Section 94 Developer Contributions $50,350,000 

Restricted Grant Income $975,000 

Externally Restricted Reserves $8,450,000 

Internally Restricted Reserves $27,900,000 

General Fund $8,425,000 

Total Funds Invested $96,100,000 

Council's investment portfolio has decreased by $1.8m since the June 
reporting period. The decrease primarily relates to payments for 
capital works and operational expenses prior to the end of the July 
period. The source of funds invested are indicative only, due to 
Council's annual financial reports still being finalised for 30 June 2016. 

 

 

INTEREST RECEIVED DURING 2016/17 FINANCIAL YEAR 

  July Cumulative Original Budget *Revised Budget Projected Interest 

General 
Fund $96,735 $96,735 $1,400,000 $1,400,000 $1,400,000 

Restricted $164,517 $164,517 $700,400 $700,400 $1,200,400 

Total $261,252 $261,252 $2,100,400 $2,100,400 $2,600,400 

 

*The Revised Budget is reviewed on a quarterly basis as part of the Budget Process 
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Interest Summary 
The portfolio’s interest summary as at 31 July 2016 is as follows: 

   

*Note: CBA call account is not included in the investment performance calculations 

 

The portfolio’s outperformance over the benchmark (AusBond Bank Bill Index) continues to be 

attributed to the longer-dated deposits in the portfolio. Deposits invested close to or above 4% will 

contribute strongly to outperformance over coming financial years. As existing deposits mature, 

performance will generally fall as deposits will be reinvested at much lower prevailing rates 

compared to previous years. Future budgets may be adjusted to reflect a longer period of low 

interest rates.  
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Appendix A – List of Investments 
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Appendix B – Ratings Definitions 

Standard & Poor’s Ratings Description 

Standard & Poor’s (S&P) is a professional organisation that provides analytical services. An S&P 

rating is an opinion of the general credit worthiness of an obligor with respect to particular debt 

security or other financial obligation – based on relevant risk factors. 

Credit ratings are based, in varying degrees, on the following considerations: 

Likelihood of payment 

Nature and provisions of the obligation 

Protection afforded by, and relative position of, the obligation in the event of bankruptcy, 

reorganisation or other laws affecting creditors’ rights 

The issue rating definitions are expressed in terms of default risk. 

S&P Short-Term Obligation Ratings are: 

A-1: This is the highest short-term category used by S&P. The obligor’s capacity to meet its 

financial commitment on the obligation is strong. Within this category, certain obligations 

are designated with a plus sign (+). This indicates that the obligor’s capacity to meet its 

financial commitment on these obligations is extremely strong. 

A-2: A short-term obligation rated A-2 is somewhat more susceptible to the adverse changes 

in circumstances and economic conditions than obligations in higher rating categories. 

However the obligor’s capacity to meet its financial commitment on the obligation is 

satisfactory. 

A-3: A short-term obligation rated A-3 exhibits adequate protection parameters. However, 

adverse economic conditions or changing circumstances are more likely to lead to a 

weakened capacity of the obligor to meet its financial commitment on the obligation. 
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S&P Long-Term Obligations Ratings are: 

AAA: An obligation/obligor rated AAA has the highest rating assigned by S&P. The obligor’s 

capacity to meet its financial commitment on the obligation is extremely strong. 

AA: An obligation/obligor rated AA differs from the highest rated obligations only in small 

degree. The obligor’s capacity to meet its financial commitment on the obligations is very 

strong. 

A: An obligation/obligor rated A is somewhat more susceptible to the adverse effects of 

changes in circumstances and economic conditions than obligations/obligors in higher rated 

categories. However the obligor’s capacity to meet its financial commitment on the 

obligation is strong. 

BBB: A short-term obligation rated BBB exhibits adequate protection parameters. However, 

adverse economic conditions or changing circumstances are more likely to lead to a 

weakened capacity of the obligor to meet its financial commitment on the obligation. 

Unrated: Financial Institutions do not necessarily require a credit rating from the various 

ratings agencies such as Standard & Poor’s and these institutions are classed as “Unrated”. 

Most Credit Unions and Building societies fall into this category. These institutions 

nonetheless must adhere to the capital maintenance requirements of the Australian 

Prudential Regulatory Authority (APRA) in line with all authorised Deposit Taking Institutions 

(Banks, Building societies and Credit Unions). 

Plus (+) or Minus(-): The ratings from “AA” to “BBB” may be modified by the addition of a 

plus or minus sign to show relative standing within the major rating categories 

Fitch and Moody’s have similar classifications. 
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