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Investment Exposure 
Council’s investment portfolio is directed to the higher rated ADIs, and this is expected to continue.  

Banks such as Rabobank and ING have a reduced capacity due to being a foreign subsidiary. A-2 

banks have lower counterparty limits.  

It is noted that while BoQ has a higher long-term rating at Moody’s, all agencies currently rate it an 

equivalent to A-2 (Moody’s P-2 / Fitch F-2) short-term. 

ING Bank (Australia) has been upgraded to A/A-1 in July, followed by an upgrade to ING Bank N.V. to 

A+/A-1. 

Separating long and short-term assets shows the following capacity: 

 

 
 

 

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

Rural Bank maintains a separate ADI licence, and is therefore a legally separate counterparty. Should 

they merge assets with Bendigo-Adelaide, Council would be temporarily overweight using the 

combined entity and are mindful of this with maturing investments.  
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BoQ has no further maturities scheduled until October 2017. Over time, long-dated deposits will 

reclassify as short-term and portfolio targets will be restored. The current intention is not to break 

excess deposits, but to halt new purchases for now.  

The counterparties are quite diverse across the larger banks (notably NAB and Suncorp, which were 

unaffected by the S&P downgrades): 
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Credit Quality 
A-1+ (the domestic majors) and A-1 (the higher rated regional) rated ADIs are the largest share of 

Council’s investments.  

   

Collectively, and when grouping by long or short term, each category is in line with target levels:  

  

  



Attachment 1 Investment Report - August 2017 
 

Attachments for the Ordinary Council Meeting held on 26 September 2017 - Page 255 

A
tt

a
c
h

m
e
n

t 
1

 
 O

R
D

0
8

 

Term to Maturity 
The portfolio remains adequately liquid with approximately 2.8% of investments at-call and another 

30.0% of assets maturing within 3 months. This is well above the minimum of approximately 15% of 

near-term pipeline required. There is high capacity to lengthen investments, and particularly to 

invest at terms greater than 1 year. Council purchased some longer-term maturities up to 5 years 

during March, resulting in the following mix currently:  

 

Australia did not participate in falling yields globally – a number of factors encouraged a flight to 

bonds, but Australian yields actually rose slightly. 
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2017-18 Budget 
      

Source of Funds Invested   

Section 94 Developer Contributions $45,848,490 

Restricted Grant Income $900,611 

Externally Restricted Reserves $17,231,878 

Internally Restricted Reserves $27,914,171 

General Fund $16,304,850 

Total Funds Invested $108,200,000 

Council's investment portfolio has increased by $5.9 million since the 
July reporting period. The increase primarily relates to the first rates 
instalment for the 2017/18 financial year. The source of funds 
invested are indicative only, due to Council's annual financial reports 
still being finalised for 30 June 2017. 

 

     

INTEREST RECEIVED DURING 2017/18 FINANCIAL YEAR 

  August Cumulative Original Budget *Revised Budget 

General Fund $130,397 $255,691 $1,400,000 $1,400,000 

Restricted $147,000 $291,000 $1,220,000 $1,220,000 

Total $277,397 $546,691 $2,620,000 $2,620,000 

 

*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 31st August 2017 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, and Council has been widening the gap 

between returns and the benchmark recently. As existing deposits mature, performance will 

generally fall as deposits will be reinvested at much lower prevailing rates compared to previous 

years.  
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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. 

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. 
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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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