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RIS\ A STATEMENT OF INVESTMENT - JUNE 2022

This report provides an overview of Council’s investment portfolio performance for the month of June
2022.

Council had an average weighted return for June 2022 of -0.09% which was below the benchmark return
of 0.05%. This result was primarily due to negative valuations of the consolidated Floating Rate Notes
and the NSW TCorp Growth funds reflecting the continuing volatility in the market. These valuations
have impacted unfavourably on the phased investment income to budget between the months of
January and June. However, both growth funds are expected to achieve their long term return objectives
over time. The remainder of Council’s portfolio continues to provide a high degree of credit quality and
liquidity, but historically low interest returns.

RECOMMENDATION

Council receive the Statement of Investment for June 2022.

REPORT AUTHORISATIONS

Report of: Brian Jenkins, Chief Financial Officer
Authorised by:  Renee Campbell, Director Corporate Services - Connected + Engaged City

ATTACHMENTS

1 Statement of Investment - June 2022
2 Investment Income Compared to Budget 2021-2022

BACKGROUND

Council is required to invest its surplus funds in accordance with the Ministerial Investment Order and
Office of Local Government guidelines. The Order reflects a conservative approach and restricts the
investment types available to Council. In compliance with the Order and Office of Local Government
guidelines, Council adopted an Investment Policy on 10 December 2018. The Investment Policy
provides a framework for the credit quality, institutional diversification and maturity constraints Council’s
portfolio can be exposed to. Council’s investment portfolio was controlled by Council’'s Finance Division
during the period to ensure compliance with the Investment Policy. Council's Audit, Risk and
Improvement Committee’s (ARIC) role of overseer provides for the review of Council’s Investment Policy
and the Management Investment Strategy.

Council’s Responsible Accounting Officer is required to sign the complying Statement of Investment
contained within the report, certifying that all investments were made in accordance with the Local
Government Act 1993 and the Local Government Regulation 2005.

Council’'s investment holdings as at 30 June 2022 were $162,627,549 (Statement of Investment
attached) [30 June 2021 $170,236,877]. These figures include Council’s interest in CivicRisk Mutual Ltd
recognised at fair value as at 30 June 2021.

Council had an average weighted return for June 2022 of -0.09% which was below the benchmark return
of 0.05%. This result was primarily due to negative valuations of the consolidated Floating Rate Notes
and the NSW TCorp Growth funds reflecting the continuing volatility in the market. The remainder of
Council’s portfolio continues to provide a high degree of credit quality and liquidity, but historically low
interest returns. The global markets are still experiencing unprecedented turmoil and volatility in the
wake of COVID-19 and may still provide uncertainty for the foreseeable future.

At 30 June 2022, year to date interest and investment revenue of -$266,285 was recognised compared
to the year to date budget of $684,908, with a high level of volatility and valuations up and down during
the year.

Council’s 17 floating rate notes had a net decrease in value of $76,258 for June 2022.
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Council holds two Mortgaged Backed Securities (MBS) that recorded a net increase in value of $9,654
for June 2022. The coupon margins on these investments reflect pre-Global Financial Crisis (GFC)
pricing. For example, the Emerald A is paying 45 basis points over the BBSW where a comparative
investment is now paying 100 basis points over the BBSW. This is reflected in the coupon rates on both
investments. While the maturity dates are outside Council’s control, the investment advisors had
previously indicated capital is not at risk at that stage and recommended a hold strategy due to the
illiquid nature of the investment.

Council has three investment holdings under the NSW TCorp Hour Glass Facility: the Long-Term Growth
Fund; the Medium-Term Growth Fund and the Cash Fund. The Long-Term Growth recorded a net
decrease in value of $148,343; the Medium-Term Growth Fund recorded a net decrease in value of
$138,031 and the Cash Fund recorded a net decrease in value of $90 in June 2022. The fluctuations in
both the Long-Term Growth and Medium-Term Growth Funds are a reflection of the current share
market volatility both domestically and internationally and is diversified across a number of different
asset classes that have differing risk and return characteristics.

Negative valuations between the months of January and June have impacted unfavourably on Council’s
phased investment income to budget. However, both growth funds are expected to achieve their long-
term return objectives over time. The Medium-Term Fund has returned -7.73% over the past 12 months
and the Long-Term Fund -7.84%. As a result of NSW TCorp recent notification to all investors of the
upcoming closure of the TCorp Cash Fund on 31 October 2022, due to the continued client decline and
insufficient demand to keep the fund open, Council completed a full unit redemption from the NSW
TCorp Cash Fund, effective 1 June 2022.

At their July 2022 meeting, the Reserve Bank of Australia (RBA) decided to increase the cash rate target
by 50 basis points from 0.85% to 1.35%. The increase in interest rates is a further step in the withdrawal
of the extraordinary monetary support that was put in place to help the Australian economy during the
pandemic. The resilience of the economy and the higher inflation means that extraordinary support is no
longer needed. The RBA will continue to assess the outlook and adjust policy as needed to ensure
inflation returns to target over time and continue to monitor information and evolving balance of risks and
determine the timing and extent of future interest rate increases.

The current Investment Policy sets a 40% maximum exposure limit to individual institutions within the
AAA category. This limit is currently considered to include funds held within the NAB (Council’s banker)
savings account that is used daily to hold cash. Through the banking services contract with the NAB, that
includes a fixed margin over the current cash rate, this account is providing a better return than alternate
short to medium term investments available to Council. At the end of June 2022, the exposure to NAB
was 24.31%, which was just below the 25% target set in the Investment Strategy. The NAB savings
account is currently the best option available for surplus cash, however this will be continually monitored
to ensure best value.

The current investment portfolio complies with Council’'s Investment Policy which was endorsed by
Council on 10 December 2018. Council’'s Responsible Accounting Officer has signed the Statement of
Investment contained within the report, certifying all investments were made in accordance with the
Local Government Act 1993 and the Local Government Regulation 2005.

PLANNING AND POLICY IMPACT

This report relates to the commitments of Council as contained within the Strategic Management Plans.

This report contributes to the delivery of Our Wollongong Our Future 2032 Goal 4 “We are a connected
and engaged community”. It specifically delivers on the following:

Community Strategic Plan 2032 Delivery Program 2022-2026 Operational Plan 2022-23
Strategy Operational Plan Actions

4.8 Council’s resources are managed Financial Services Review Financial Strategy to include
effectively to ensure long term goals and actions aimed to improve
financial sustainability. financial capacity to respond to

increased service demands.
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CONCLUSION

The investments for June 2022 recorded an average weighted return below the annualised Bloomberg
Bank Bill Index Benchmark and performed unfavourably when compared to the year-to-date budget.
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WOLLONGONG CITY COUNCIL
STATEMENT OF INVESTMENT
30 June 2022

DIRECT INVESTMENTS

Investment Body E 4 Purchase Price $  Fair Value of Holding $ Security RIRES Maturity Date k==t
Date Coupon Rate
NAB General Fund Al+ - 341,934 General A/c 30/06/2022 30/06/2022
NAB Professional Maximiser Al+ - 33,702,347 Prof Fund A/c 30/06/2022 30/06/2022 1.25%
Bank of Queensland Ltd Moodys STP-2 2,000,000 2,000,000 T/Deposit 16/05/2022 16/08/2022 1.25%
Illawarra Credit Union Ltd Unrated STUR 250,000 250,000 T/Deposit 25/05/2022 23/08/2022 1.65%
Coastline Credit Union Ltd Unrated STUR 250,000 250,000 T/Deposit 8/03/2022 5/09/2022 0.90%
Southern Cross CU Unrated STUR 250,000 250,000 T/Deposit 7/06/2022 5/09/2022 1.85%
BNK Banking Corporation Ltd t/as Goldfields Mon¢  Unrated STUR 250,000 250,000 T/Deposit 16/03/2022 14/09/2022 0.80%
Westpac Banking Corporation Ltd S&P STALl+ 2,000,000 2,000,000 T/Deposit 16/05/2022 16/09/2022 1.66%
Members Equity Bank Ltd Moodys ST P-2 4,000,000 4,000,000 T/Deposit 30/06/2022 28/10/2022 2.56%
Westpac Banking Corporation Ltd S&P STA1+ 2,000,000 2,000,000 T/Deposit 16/05/2022 16/11/2022 2.14%
Westpac Banking Corporation Ltd S&P AA- 3,000,000 3,000,000 T/Deposit 26/11/2020 25/11/2022 0.56%
Members Equity Bank Ltd Moodys ST P-2 4,000,000 4,000,000 T/Deposit 2/12/2021 2/12/2022 0.70%
Australian Unity Bank S&P STA2 750,000 750,000 T/Deposit 7/06/2022 5/12/2022 2.65%
Members Equity Bank Ltd Moodys ST P-2 2,000,000 2,000,000 T/Deposit 16/05/2022 12/12/2022 2.35%
Commonwealth Bank of Australia Ltd S&P AA- 2,000,000 2,000,000 T/Deposit 23/12/2020 23/12/2022 0.52%
Westpac Banking Corporation Ltd S&P STA1+ 2,000,000 2,000,000 T/Deposit 25/02/2022 25/01/2023 0.82%
Commonwealth Bank of Australia Ltd S&P STA1+ 5,000,000 5,000,000 T/Deposit 18/02/2022 13/02/2023 0.80%
Westpac Banking Corporation Ltd S&P STA1+ 2,000,000 2,000,000 T/Deposit 16/05/2022 13/04/2023 2.65%
Bank of Queensland Ltd Moodys ST P-2 2,000,000 2,000,000 T/Deposit 16/05/2022 16/05/2023 3.00%
Judo Bank S&P BBB- 2,000,000 2,000,000 T/Deposit 17/09/2021 18/09/2023 0.95%
Westpac Banking Corporation Ltd S&P AA- 5,000,000 5,000,000 T/Deposit 20/10/2021 20/10/2023 0.87%
Commonwealth Bank of Australia Ltd S&P AA- 5,000,000 5,000,000 T/Deposit 20/10/2021 20/10/2023 0.84%
BankofQueensland Ltd Moodys A3 2,000,000 2,000,000 T/Deposit 25/11/2021 27/11/2023 1.15%
Westpac Banking Corporation Ltd S&P AA- 5,000,000 5,000,000 T/Deposit 2/12/2021 4/12/2023 1.21%
Westpac Banking Corporation Ltd S&P AA- 5,000,000 5,000,000 T/Deposit 23/12/2020 22/12/2023 0.60%
Westpac Banking Corporation Ltd S&P AA- 2,000,000 2,000,000 T/Deposit 6/03/2019 6/03/2024 2.24%
Judo Bank S&P BBB- 2,000,000 2,000,000 T/Deposit 17/09/2021 17/09/2024 1.20%
Westpac Banking Corporation Ltd S&P AA- 2,000,000 2,000,000 T/Deposit 2/12/2021 2/12/2024 1.63%
Judo Bank S&P BBB- 2,200,000 2,200,000 T/Deposit 7/03/2022 11/03/2025 2.30%
Westpac Banking Corporation Ltd S&P AA- 5,000,000 5,000,000 T/Deposit 7/03/2022 13/03/2025 2.03%
Total 104,994,282 |

WOLLONGONG CITY COUNCIL
STATEMENT OF INVESTMENT
30 June 2022 continued

ond an oating Rate Note Securities

DIRECT INVESTMENTS

Investment Body Rating Purchase Price $  Fair Value of Holding $ Security UTEESR Maturity Date Interest /
Date Coupon Rate
Suncorp-Metway Ltd S&P AA- 1,500,000 1,503,885 FRN 30/08/2017 16/08/2022 1.97%
Bendigo & Adelaide Bank Ltd Moodys A3 3,000,000 3,005,610 FRN 12/12/2019 12/09/2022 2.47%
Bank Australia Limited S&P BBB 4,000,000 4,011,760 FRN 2/12/2019 2/12/2022 2.12%
/ANZ Banking Group Ltd S&P AA- 1,000,000 1,005,570 FRN 9/05/2018 9/05/2023 1.84%
National Australia Bank Ltd S&P AA- 3,000,000 3,013,320 FRN 26/09/2018 26/09/2023 2.70%
Westpac Banking Corporation Ltd S&P AA- 1,500,000 1,509,960 FRN 16/11/2018 16/11/2023 1.95%
/ANZ Banking Group Ltd S&P AA- 2,000,000 2,013,140 FRN 6/12/2018 6/12/2023 2.27%
National Australia Bank Ltd S&P AA- 2,000,000 2,008,860 FRN 19/06/2019 19/06/2024 2.76%
Macquarie Bank S&P A+ 2,000,000 1,995,760 FRN 12/02/2020 12/02/2025 1.82%
Bendigo & Adelaide Bank Ltd Moodys A3 1,700,000 1,665,949 FRN 2/12/2020 2/12/2025 1.74%
Macquarie Bank Moodys A2 6,500,000 6,369,805 FRN 11/03/2022 9/12/2025 1.96%
Suncorp-Metway Ltd S&P AA- 2,100,000 2,051,637 FRN 24/02/2021 24/02/2026 1.52%
Newcastle Permanent Building Society Ltd S&P BBB 5,000,000 4,875,850 FRN 4/03/2021 4/03/2026 1.87%
Teachers Mutual Bank Ltd Moodys Baal 1,100,000 1,065,141 FRN 16/06/2021 16/06/2026 2.42%
Suncorp-Metway Ltd S&P AA- 3,750,000 3,649,988 FRN 15/09/2021 15/09/2026 2.19%
Suncorp-Metway Ltd Fitch A+ 1,500,000 1,471,920 FRN 11/03/2022 25/01/2027 1.31%
'ANZ Banking Group Ltd Moodys Aa3 3,500,000 3,501,785 FRN 12/05/2022 12/05/2027 1.95%
Emerald Reverse Mortgage Trust Unrated UR 475,141 380,859 MBS 17/07/2006 21/08/2051 1.50%
Emerald Reverse Mortgage Trust Unrated UR 2,000,000 1,303,760 MBS 17/07/2006 21/08/2056 1.80%
Total | | 46,404,558
Managed Funds & Other
MANAGED FUNDS
Investment Body Rating Purchase Price $ Fair Value of Holding $  Purchase Date Monthly FYTD (Actual)
Tcorp Long Term Growth Facility Fund N/A 3,416,311 13/06/2007 -4.17% -7.84%
Tcorp Medium Term Growth Facility Fund N/A 4,613,397 14/06/2007 | 51% 73%
Total 8,029,709

Membership interest in Investment Body Fair Value of Holding $

CivicRisk Mutual Limited 3,199,000

TOTAL INVESTMENTS

* The maturity date provided is the weighted-average life of the security. This is the average amount of time that will elapse from the date of security's issuance until
each dollar is repaid based on an actuarial assessment. Assessments are carried out on a regular basis which can potentially extend the life of the investment. Current
assessments anticipate an extension of life of the investment.

This is to certify that all of the above investments have been placed in accordance with the Act, the regulations and Council's Investment Policies.

Brian Jenkins
RESPONSIBLE ACCOUNTING OFFICER
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vollongon Item 12 - Attachment 2 - Investment Income Compared to Budget 2021-2022

Investment Income Compared to Budget 2021/2022

C—Investment Revenue - Actual

mmmm Investment Revenue - Net of Restricted Assets -
Actual

Dollars $ '000

—o—Investment Revenue - Net of Restricted Assets -
Budget

—&— nvestment Revenue - Budget
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