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From: Dave Tams, Group Manager, Corporate Excellence
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The purpose of this report is fwesent for confirmation the minutes of the Investment Subcommittee
meeting held on 25 September 2018.

Councils are required to keep minutes of proceedings in accordance withotda Government Act
2002

wSO2YYSYRIGAZ2Y
That the minutes of the Investme@ubcommittee meeting held on 25 September 2018 be confirmed
as a true and correct record.

LGdF OKYSy il a
Attachment 1: Investment Subcommittee Minute®5 September 2018
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Name: Dave Tams
Title: Group Manager, Corporatexcellence
Date: 18 October 2018

ID:A1120436 3



Investment Subcommittee ITEM: 3.1
24 October 2018 Attachment 1

Investment Subcommittee
25 September 2018

Investment Subcommittee Minutes

Meeting held in the Whale Bay Room
36 Water Street, Whangarei
on Tuesday 25 September 2018, commencing at 8.30am |

Present: Cr John Bain (Chair)
Cr Bill Shepherd

Cr Penny Smart

Cr Rick Stolwerk (Alternate)
Geoff Copstick (Independent Financial Member)
In Attendance: Full Meeting GM, Corporate Excellence

Finance Manager
Accounting Assistant, Treasury & Projects
PA, Corporate Excellence (minutes)

Part Meeting NRC Chief Executive

Jonathan Eriksen, EriksensGlobal (via phone)

The Chair declared the meeting open at 8.30am

1.0 APOLOGIES

There were no apologies.

2.0 DECLARATIONS OF CONFLICTS OF INTEREST

It was advised that committee members should make any declarations item-by-item as the
meeting progressed.

3.0 CONFIRMATION OF MINUTES

3.1 Confirmation of Minutes
ID: A1108976
Report from Dave Tams, Group Manager, Corporate Excellence
Moved (Bain / Smart)

That the minutes of the Investment SubCommittee meeting held on 29 August 2018 be
confirmed as a true and correct record.

Carried

The order of the agenda items was rearranged to allow for other commitments by attendees

ID: A1112094 1
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5.0

BUSINESS WITH PUBLIC EXCLUDED
Moved (Bain / Smart)

1. That the public be excluded from the proceedings of this meeting to consider

confidential matters.

2. That the general subject of the matters to be considered whilst the public is excluded,
the reasons for passing this resolution in relation to this matter, and the specific
grounds under the Local Government Official Information and Meetings Act 1987 for

the passing of this resolution, are as follows:

ltem Item Issue
No.
5.1 Review of Investment Report

Carried

8.56am - NRC Chief Executive left the meeting

9.08am - Jonathan Eriksen joined the meeting

4.0

REPORTS

Reasons/Grounds

The public conduct of the proceedings would be
likely to result in disclosure of information, the
withholding of which is necessary to protect
information where the making available of the
information would be likely unreasonably to
prejudice the commercial position of the person
who supplied or who is the subject of the
information s7(2)(b}(ii) and the withholding of
which is necessary to enable council to carry out,
without prejudice or disadvantage, commercial
activities s7(2)(h).

4.1 Performance of Council's Externally Managed Funds to August 2018

ID: A1109362

Report from Simon Crabb, Finance Manager

Moved (Smart / Shepherd)

1. That the report ‘Performance of council's externally managed funds to August 2018’ by

Simon Crabb, Finance Manager and dated 17 September 2018, be received.

2. That $5.5m of $8m in maturing term deposits be invested in the following fund managers

within the Infrastructure Investment Fund (lIF):
*  Aspiring Sim

* (Castle Point Sim

* Harbour Income $1.5m

* Milford Income $500k

* Mint Income $1.5m

3. That the remaining $2.5m be deposited into the IIF Mint Income Fund, temporarily
breaching the SIPO fund manager allocation limit, until T Rowe Price Global and Mint
Trans-Tasman Equity Fund are approved by Council for inclusion in the Infrastructure
Investment Fund SIPO.

ID: A1112094

ITEM: 3.1
Attachment 1
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4. That the Subcommittee endorse that Council approve T Rowe Price Global be included in
the Infrastructure Investment Fund SIPO and $1.5m is transferred from the IIF Mint
Income Fund.

5. That the Subcommittee endorse that Council approve the Mint Trans-Tasman Equity

Fund be included in the Infrastructure Investment Fund SIPO and $1m is transferred from
the IIF Mint Income Fund.

6. That the Subcommittee endorse that Council approve the Mint Trans-Tasman Equity
Fund be included in the Community Investment fund SIPO.

7. That $9.4m be invested in the following fund managers within the Short Term Investment
Fund (STIF):
* (Castle Point $1.2m
* Harbour Income S2m
* Milford Income S2m
*  Mint Income S2m

* Quay Street Income $2.2m

Carried

Summary of Discussion

¢ All funds are performing well, considering the events in February / March of this year

Black Rock is performing as expected - but it is currently a difficult market for bonds

* We are now entering the critical three months leading up to the end of the year

Australia and US markets are currently looking good, however, the November mid-term
elections in the US could have a significant impact

EriksensGlobal do not consider that any coming correction would be as severe, nor last as
long as first thought - likely to be around 10 - 20% for two to three months

The question was raised as to whether the settings are correct for the IIF - EriksensGlobal
advise they have sent suggestions for fund movement through to the Finance Manager

9.24am - NRC Chief Executive re-joined the meeting

* Discussion took place regarding the relative merits of New Zealand vs global equities

SALT long-short fund was discussed and EriksensGlobal advised that the NZ stock market was
at a record high last week - SALT will create returns when the market falls

* Discussion followed regarding the cashflow requirements for the upcoming Kensington
investment project

10.03am - Jonathan Eriksen left the meeting

Agreed Actions:

1. Jonathan Eriksen be invited to attend the November committee meeting instead RK
of 24 October

2. Council workshop on investment for follow on from the November meeting RK

The meeting ended at 10.07am

ID: A1112094 3
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From: Simon Crabb, Finance Manager
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A summary of the returns and target objectives for the month of September 2018 for each externally
managed fund ipresented below, with the supporting detail and fund performance for longer periods
contained in Attachment 1.

Month to 30-September-18  CIF

Fund Return % L 04% | 03% | 0.2%

Fund Ojective L 0.7% | 05% | 0.3%
Fund Over / Under Perform  0.0%

Although no fund exceeded their September monthly objective, all the Funds outperformed their
objectives for the quarter to 30 September 2018

wSO2YYSYRIFEGAZY

CKFG GKS NBLRNI Wt SNF2NXYIFyOS 2F O2dzy OASitian SEG SN
Crabb, Finance Managand dated 18 October 2018, be received.

I O1 INER dzy R
Community Investment Fund (CIF)
At 30 September 2018, the CIF hacharket value of $14.5M and had performed as follows:

1 month Since inception

Return Objective| Return  Objective | Return Objective| Return Objective| Return Objective
0.4% 0.4% 2.2% 1.3% 2.2% 1.3% 9.0% 5.4% 8.1% 5.4%

CIF

Property Reinvestment Fund (PRF)
At 30 September 2018, the PRF had a market value of $16.9M and performed as follows:

1 month Quarter Since inception
PRE Return Objective| Return  Objective | Return Objective| Return Objective| Return Objective
0.4% 0.7% 2.5% 2.1% 2.5% 2.1% 10.2% 8.2% 9.1% 3.3%

Infrastructure Investment Fund (lIF)
At 30 September 2018, the IIF had a mankadte of $18.7M and performed as follows:

1 month Since inception
Return Objective| Return  Objective | Return Objective| Return Objective| Return Objective

IF

0.3% 0.5% 2.0% 1.4% 2.0% 1.4% 6.1% 5.8% 4.9% 5.8%

ID:A1120436 7
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Short Term Investment Fund (STF)

ITEM:4.1

At 30 September 2018, the STF had a market value of $7.7M and performed as follows:

5TF

Quarter Since inception
Return Objective| Return  Objective | Return Objective| Return Objective| Return Objective
0.2% 0.3% 2.1% 0.9% 2.1% 0.9% 6.2% 3.8% 5.8% 3.8%

LGaGr OKYSyla

Attachment 1: NRC Externally Investment Managed Fufsrterly Report to 30 September 2018

&
| dZGK2NAASR o0& DNRdzL) al yI 3SNJ
Name: Dave Tams
Title: Group Manager, Corporate Excellence
Date: 18 October 2018

ID:A1120436
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NORTHLAND REGIONAL COUNCIL

EXTERNALLY MANAGED

INVESTMENT FUNDS

QUARTERLY REPORT 30 SEPTEMBER 2018

17 OCTOBER 2018

Auckland

Wellington

ERIKSENSGLOBAL.com

443 Lake Road Takapuna

PO Box 33-1318 Takapuna 0740
p: +64 9 486 3144
auckland@eriksensglobal.com

Level 9, 111 The Terrace

PO Box 10-105 Wellington 6143
p: +64 4 470 6144
wellington@eriksensglobal.com
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EXECUTIVE SUMMARY

1 Month Quarter YTD* 1 Year 3 Year (p.a.) Inception
% % % % % (p.a.) %
CIF 04 2.2 2.2 9.0 8.2 8.1
CIF Objective 04 1.3 1.3 5.2 5.2 5.2
Over / Underperformance 0.0 0.9 0.9 3.8 3.0 2.9
PRF 04 2.5 2.5 10.2 9.0 9.1
PRF Objective 0.7 2.1 2.1 8.2 8.2 8.3
Over / Underperformance -0.3 0.4 0.4 2.0 0.8 0.8
IIF 03 2.0 2.0 6.1 4.9 4.9
IIF Objective 0.5 1.4 14 5.8 5.8 5.8
Over / Underperformance -0.2 0.6 0.6 0.3 -0.9 -0.9
STIF 0.2 2.1 2.1 6.2 5.8
STIF Objective 03 0.9 0.9 3.8 3.8
Over / Underperformance ) -0.1 _ 1.2 ) 1.2 ) 2.4 _ ) 2.0

e The SIPOs for the CIF and IIF were amended during the quarter.

e  For the Property Reinvestment Fund: Aspiring, Mint Trans-Tasman Equities and Salt are outside their ranges.

e For the Infrastructure Investment Fund: Mint Diversified Income is outside its allowable range. Investments of $1.0
million into Mint Trans-Tasman Equities and $1.5 million into T. Rowe Price were recommended. These should be
transferred from the $4.0 million which was invested into Mint Diversified Income in September. This will
rebalance the weightings.

e  Each Fund outperformed their objective for the quarter
o CIF was positive, driven by private equity and supported by positive retums from all other asset classes
o PRFwas positive with MLC Private Equity, Aspiring and Mint driving returns
o |IF was positive, each underlying fund performed positively and outperformed their benchmark, except

BlackRock due to arise in yields
o STIF was positive, each underlying fund performed positively

e C(Castle Point 5 Oceans Fund selected a new global equity manager, Schroders Global Recovery Fund.

e  Continuity Capital PE Funds No.2 and No.4 alongside MLC PE were revalued upwards as at 30 September. Pioneer
Capital is yet to be revalued for the quarter end.

s The following transactions were made in September:

o Capital call of $9k to Pioneer Capital Ill (CIF)

o Investments of $1.0 million, $0.7 million and $26k into Mint Diversified Income (PRF)

o Capital call of $9k to Pioneer Capital Ill (PRF)

o Investment of $1.5 million into Harbour Income (IIF)

o Investment of $4.0 million into Mint Diversified Income (IF)

o Investment of $0.5 million into Milford Diversified Income (IIF)

o Investment of $1.0 million into Aspiring (IIF)

o Investment of $2.0 million into Mint Diversified Income (STF)

o Investment of $2.0 million into Milford Diversified Income (STF)

o Investment of $2.0 million into Harbour Income (STF)
ERIKSENSGLOBAL Page | 3
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INTRODUCTION

This is the monthly investment report to the Northland Regional Council by Eriksens Global and is based on
the following Statement of Investment Policy and Objectives for each separate Fund:

e Community Investment Fund —October 2018

e Property Reinvestment Fund — September 2017
e Infrastructure Investment Fund —October 2018
e Short Term Investment Fund — May 2018

Investment Objective

Community Investment Fund

NZ CPI (rolling over three years) plus 4% per annum

Property Reinvestment Fund

Morningstar Unlisted and Direct Property Index plus 1% per annum
Infrastructure Investment Fund

New Zealand Official Cash Rate plus 4% per annum

Short Term Investment Fund

New Zealand Official Cash Rate plus 2% per annum

The NZ CPI (rolling over three years) as at 30 September 2018 is 1.4% per annum. The Fund objectives for
shorter time periods (e.g. one month, three month) have been calculated from the one-year objectives. For
example, one month is 1/12th of the one-year objective return; three months is % of the return etc.

All performance figures are time-weighted returns shown net of fees, gross of tax and include currency gains
and losses associated with conversion back to NZD. Past performance is not necessarily a guide to future
performance and care should be exercised not to make decisions based on past performance only.

The returns have been calculated from monthly data provided by each asset manager. There may therefore
be a discrepancy if the amounts invested in a particular asset have changed during the month. If available,
the use of daily rather than monthly data might reduce this.

Each Fund is invested in a multi-manager structure, with the managed products holding their own individual
mandate (see Appendix 1).

Underlying Fund allocations are categorised as follows:
e Growth assets: global shares, Australasian shares, property and Australasian private equity
e Income assets: global bonds, Australasian bonds and other debt instruments
s Cash assets: cash or short duration bonds

The financial year-end for the Fund is 30 June, thus year-to-date returns are for three months.

ERIKSENSGLOBAL Page | 4
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MARKET PERFORMANCE

Financial market behaviour over the past year is summarised in the table below:

| Index 1 Month Quarter 1 Year
% % %

Global Equities

MSCI Emerging Markets -1.2 0.0 2.7
S&P 500 (US) 0.4 7.2 15.7
Nikkei 225 (Japan) 5.5 8.1 18.5
FTSE 100 (UK) 1.0 -1.7 19
DAX (Germany) -0.9 -0.5 -4.5
CAC 40 (France) 1.6 3.2 3.1
Trans-Tasman Equities

S&P/NZX 50 0.4 4.6 179
S&P/ASX 300 -1.2 15 14.0
Bonds

S&P/NZX NZ Government Stock -0.2 1.6 4.9
S&P/NZX A Grade Corporate Bonds 0.0 1.3 4.6
Barclays Global Aggregate Bonds -0.4 0.0 1.2
FTSE World Government Bonds -0.5 -0.6 1.3
oil

West Texas Intermediate Crude Oil 4.9 -1.2 41.8
Brent Crude Oil 7.5 55 46.7
NZD Foreign Exchange

AUD -0.1 0.0 0.5
EUR 0.1 -1.6 -6.7
GBP -0.4 -0.9 5.6
IPY 2.4 0.4 -1.5
CNY 0.6 1.6 5.1
usD -0.1 -21 -8.3

Source: Nikko Asset Management

We make the following key observations:
e Bond and equity markets starting to show red ink (negative returns)
e Superior one year returns in the US and Japanese markets compared to other global markets
e Trans-Tasman equity markets performing well over one-year period
e Negative returns for bond markets over the month and low returns over one year
e Continued rise in oil prices
e Depreciation of the NZD over the year

ERIKSENSGLOBAL Page | 5
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