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From: Judith Graham, Corporate Excellence P/A
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That the minutes of the Investment Subcommittee meeting held on 28 May 2019 be
confirmed as a true and correct record.

G0 F OK YIBiyHaLEAAKNIAIK |y 3 |
Attachment 1: Investment Subcommittee Mesgi Minutes 28 may 2019
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Name: Dave Tams
Title: Group Manager, Corporate Excellence
Date:
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LY @gSadyYSyu {adey@#ZBEAUUSS

Meeting held in the Whale Bay Room
362  GSNJ { GNBSGX 2KIFIyanNBA
on Tuesday 28 May 2019, commencing at 8.30am

Chairman, Councillor Penny Smart (Acting Chair)
Independent Financial Advisor, Mr Geoff Copstick
Councillor Bill Shepherd @®Xficio)

LY !'GG§SYyRFYyOSY
Full Meeting

ChiefExecutive
GM- Corporate Excellence

Part Meeting
Rick Stolwerk

The Chair declared the meeting open at 8.30am.

I L2 f 23 X0

Moved (Smart/ Copstick)
That the apologies from Councillor John Bain for-atiendance be received.
Carried

5SOf NI GA2YyE 2FoUddWdt A0Ga 2F LYGSNBai

It was advised that members should make declarations-bgritem as the meeting progressed.

| 2V FANNLE (A 20y 6 8F oavmy dzii S &

ID: A1167236
Report from Dave Tams, Group Manager, Corporate Excellence

az2@® 6{ KSLIKSNR k/2LJA&GAOT VL
That the minutes of the Investment Subcommittee meeting held on 26 February 2(
confirmed as a true and correct record.

Carried
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ID: A1191535
Report from Linda HarrisorQrganisational Project Manager

Secretarial Note:
 ¢KS NBLRNI W' NBOASE 2F (KS aSNWBAOS
t NPOSRdAzNBa YR t SNF2NXYIFyOS 2F b2NIK

Jonathan Eriksen joined thell conference at 8.44am. and finished at 9.22am

fS
tlLy
Discussion was focused on globash rate reducing and the impact on equity markets.

Jonathan Eriksen undertook to review an option to secure funds for year end.

= =| =4 =4

Further consideration to be givenfiends that are consistently under preforming

t SNF2NYIyOS 2F /[ 2dzyOAt Ua 9 EGLSINKE §

ID: A1174425
Report from Simon Crabb, Finance Manager

Moved (Shepherd/Copstick)

CKIFIG GKS NBLRNI Wt SNF2NXYIFYyOS 2F [/ 2 d3fOn f
Crabb, Finance Managand dated 8 May 2019, be received.

Carried

Secretarial Note: Revised version of Draft copy of Operating Costs Reserve policy was tabled.
5NEG hLISNYGAYy3T /@By wSHwSNIBS t 2f A
ID: A1195504

Report from Simon Crabb, Finance Manager

Moved (Copstick/Shepherd)

1. ¢KFG GKS NBLERNI W5NI Fi BihinhCrabbiRhance Markages
and dated 22 May 2019, be received.

Carried

Secretarial Note: It was noted that the operating cost policy a prudent approach to manage tt
of volatility in the markets affecting the contribution to general funds.

Moved (Shepherd/Copstick)

2. That the Investment Subcommittee endoitbat the Draft Operating Costs Reserve Pol
(incorporated all changes that were captured at the meeting.) presented to full counc
approval.

carried

The meeting concluded at 9.50am.
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Northland Regional Council
Monthly Report 31 July 2019

EXECUTIVE SUMMARY

1 Month 3 Month 1 Year 3 Year Inception

% % % (p.a.) % (p.a.) %
CIF 1.3 3.5 1.3 7.1 7.1 7.9
CIF Objective 0.5 1.6 0.5 5.7 5.6 5.2
Over / Underperformance 0.8 1.9 0.8 1.4 1.5 2.7
PRF 1.8 4.0 1.8 8.7 7.5 8.8
PRF Objective 0.7 2.1 0.7 8.4 8.4 11.9
Over / Underperformance 11 1.9 11 0.3 -0.9 -3.1
1IF 1.2 2.6 1.2 7.1 5.7 5.3
IIF Objective 0.4 1.3 0.4 5.5 5.5 5.5
Over / Underperformance 0.8 1.3 0.8 1.6 0.2 -0.2
STIF 1.0 1.6 1.0 5.6 5.5 5.7
STIF Objective 0.3 0.9 0.3 35 35 35
Over / Underperformance 0.7 0.7 0.7 2.1 2.0 2.2

More dovish central banks meant a rise in equity markets and bond prices due to a fall in yields. Trans-

Tasman equities were the strongest performing markets over the month.

The CIF and STIF outperformed their objectives over all periods analysed. The IIF underperformed its
objective since inception. The PRF underperformed its objective over three years and since inception.

The CIF is currently overweight its allocation to private equity due to the transfer from the PRF. The recent
SIPO recommendations allow for these allocations within the recommended Long Term and Short Term
Funds. Aspiring is above its allowable range in the PRF. The STIF is currently overweight its allocation to
Castle Point.

The following transactions were made in July:
o Aninvestment of $686k was made into Milford Active Growth (CIF)
o A redemption of $1.0m was made from Harbour Income (CIF), which was incorrectly actioned. The
redemption should have been made from the STIF.
A redemption of $35k was made from Mint Diversified Income - to pay the Continuity Capital call (CIF)
Continuity Capital made a call of $35k (CIF)
An investment of $830k was made into Mint Diversified Income (PRF)
A redemption of $427k was made from Mint Trans-Tasman Equities (PRF)
An investment of $1.0m was made into Mint Diversified Income (IIF)
A redemption of $350k was made from Mint Diversified Income (STIF)
A redemption of $400k was made from Milford Diversified Income (STIF)
A redemption of $1.0m was made from QuayStreet Income (STIF)

0 0 0 0 0 O 0

Mint are in the process of merging the wholesale funds with their retail products. There is no change to the
strategy. This is to create better efficiencies with respect to in-fund costs for investors. The fee discount for
Eriksens clients will now be rebated outside the fund to nominated client bank accounts; previously this was

automatically reinvested into the Mint fund. This change should take effect during August for NRC.

ERIKSENSGLOBAL Page | 3
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INTRODUCTION

This is the monthly investment report to the Northland Regional Council by EriksensGlobal 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
¢ 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 June 2019 was 1.6% per annum. The Fund objectives for shorter

time periods have been amended to reflect the actual CPI change for that period (where possible).

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 guarantee of
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.

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 one month.

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 3 Months 1Year
% % %
Global Equities
MSCI Emerging Markets -1.0 -3.3 -0.8
S&P 500 (US) 1.3 1.2 5.8
Nikkei 225 (Japan) 1.2 33 4.6
FTSE 100 (UK) 2.2 2.3 -2.1
DAX (Germany) -1.7 -1.3 -4.8
CAC 40 (France) -0.4 -1.2 0.1
Trans-Tasman Equities
S&P/NZX 50 3.4 8.4 21.7
S&P/ASX 300 3.0 8.6 13.2
Bonds
S&P/NZX NZ Government Stock 0.7 2.9 8.5
S&P/NZX A Grade Corporate Bonds 0.8 2.7 7.3
Barclays Global Aggregate Bonds (Hedged to NZD) 0.7 35 8.0
FTSE World Government Bonds (Hedged to NZD) 0.7 39 8.3
Qil
West Texas Intermediate Crude Oil 0.2 -8.3 -14.8
Brent Crude Oil -0.5 -10.7 -12.2
NZD Foreign Exchange
AUD 0.0 1.1 4.6
EUR 0.5 -0.4 1.9
GBP 2.1 5.4 3.9
IPY -1.0 -3.5 -6.0
CNY -1.5 1.2 -2.0
uso -1.7 -1.0 -3.1

Source: Nikko Asset Management

We make the following key observations:

e Negative returns in global equity markets over 12 months except the US and France

e Trans-Tasman equities positive over each period with extraordinary double-digit returns over 12
months

e Bond markets have rallied recently, leading to significant returns over 12 months (higher than global
equity markets!)

e The NZD strength against the AUD

e Qil prices much lower compared to this time last year

ERIKSENSGLOBAL Page | 5
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COMMUNITY INVESTMENT FUND

1 Month 3 Month YTD* 3 Year Inception
% % % (p.a.) % | (p.a.) %**

Benchmark (Weighted Average) 0.4 1.1 0.4 45 45 4.0

Value Added 0.7 3.0 0.7 5.3 2.3 4.7

Harbour Income 0.9 3.5 0.9 8.6 5.6

Benchmark (NZ OCR + 3.5% p.a.) 0.4 1.2 0.4 5.2 4.7

Value Added 0.5 2.3 0.5 3.4 0.9

Milford Diversified Income 1.2 4.5 1.2 11.0 8.6

Benchmark (NZ OCR + 2.5% p.a.) 0.3 1.0 0.3 4.2 4.2

Value Added 0.9 35 0.9 6.8 4.4

Mint Diversified Income 1.0 3.6 1.0 8.1 5.0

Benchmark (NZ CPl + 3% p.a.) 0.4 1.3 0.4 4.7 4.6

Value Added 0.6 2.3 0.6 3.4 0.4
AustralasianEquites 16 43 16 72 96 120

Benchmark (Weighted Average) 0.7 2.1 0.7 8.8 9.0 9.5

Value Added 0.9 2.2 0.9 -1.6 0.6 2.5

Aspiring 2.1 2.6 2.1 5.4 8.5

Benchmark (NZ CPl + 4% p.a.) 0.5 1.6 0.5 5.7 5.6

Value Added 1.6 1.0 1.6 0.3 2.9

Milford Active Growth 1.3 5.1 1.3 8.1 10.1 12.4

Benchmark (10% p.a.) 0.8 2.4 0.8 10.0 10.0 10.0

Value Added 0.5 2.7 0.5 -1.9 0.1 2.4
Australasian PrivateEquity 19 41 19  m1

Benchmark (Weighted Average) 3.1 8.0 3.1 23.7

Value Added -1.2 -3.9 -1.2 -12.6

MLC PEII 0.6 1.2 0.6 13.0

Benchmark (15% p.a.) 1.2 3.6 1.2 15.0

Value Added -0.6 -2.4 -0.6 -2.0

cca -0.3 0.1 -0.3 0.0

Benchmark (NZX50 + 4%) 3.7 9.5 3.7 0.6

Value Added -4.0 -9.4 -4.0 -0.6

cc2 4.1 7.0 4.1

Benchmark (NZX50 + 4%) 3.7 9.5 3.7

Value Added 0.4 -2.5 0.4

PCP Ill 0.0 3.8 0.0 8.9

Benchmark (NZX50 + 4% p.a.) 3.7 9.5 3.7 26.5

Value Added -3.7 -5.7 -3.7 -17.6
Global Equities 07 08 07 10 46 42

Benchmark (Weighted Average) 0.5 1.7 0.5 6.6 6.8 7.0

Value Added 0.2 0.9 0.2 -5.6 -2.2 -2.8

Schroders Real Return + 5% 0.7 0.8 0.7 0.4 4.6 3.9

Benchmark (Aus CPI TM + 5% p.a.) 0.6 1.7 0.6 6.6 6.7 6.2

Value Added 0.1 0.9 0.1 -6.2 -2.1 -2.3
TotalFund 13 35 13 71 71 79

Fund Objective 0.5 1.6 0.5 5.7 5.6 5.2

Value Added 0.8 1.9 0.8 1.4 1.5 ) 2.7

* The hedged Fund return for the year—to—d-ate would have been 1.3%, cémpared tothe unhedged return of 1.3%
**Inception date was 31 December 2012

ERIKSENSGLOBAL Page | 6
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The table below shows the returns of Continuity Capital No.2, including the period before it was transferred

from the PRF to the CIF.

1 Month 3 Month YTD 1 Year 3 Year

% % % % % p.a.
cc2 4.1 7.0 4.1 21.0 10.9
Benchmark 3.7 9.5 3.7 26.5 18.4
Value Added 0.4 -2.5 0.4 -5.5 -71.5

The following table shows the movements of the AUD/NZD cross rate which affect the unhedged Schroders
and MLC returns. A negative change in the cross rate is beneficial to the unhedged NZD return, while a

positive change is detrimental to the unhedged NZD return.

1 Month 3 Month YTD 1 Year 3 Year
% % % % % p.a.
AUD/NZD Cross Rate 0.0 1.1 0.0 4.6 0.3
Schroders RRF + 5% (NZD) 0.7 0.8 0.7 0.4 4.6
Benchmark 0.6 1.7 0.6 6.6 6.7
Value Added 0.1 -0.9 0.1 -6.2 -2.1
Schroders RRF + 5% (AUD) 0.7 1.8 0.7 5.0 4.9
Benchmark 0.6 1.7 0.6 6.6 6.7
Value Added 0.1 0.1 0.1 -1.6 -1.8
MLC PE Il (NZD) 0.6 1.2 0.6 13.0
Benchmark 1.2 3.6 1.2 15.0
Value Added -0.6 -2.4 -0.6 -2.0
MLC PE Il (AUD) 0.6 2.4 0.6 17.8
Benchmark 1.2 3.6 1.2 15.0
Value Added -0.6 -1.2 -0.6 2.8
ERIKSENSCGCLOBAL Page | 7
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CIF ASSET ALLOCATIONS

Allocations Market Value Actual Target Difference Status
NZS % % %
Cash 0 0.0 0<5<40 -5.0 \a
Harbour Income 76,418
Milford Diversified Income 3,405,227
Mint Diversified Income 1,790,931
NZ Fixed Interest 5,272,576 37.1 25 <45 <65 -7.9 v
Milford Active Growth 2,817,653
Aspiring 1,224,972
Australasian Equities 4,042,625 284 15<25<35 34 v
Continuity Capital No.2 1,174,214
Continuity Capital No.4 401,513
PCP I 377,062
MLCPE Il 656,041
Australasian Private Equity 2,608,830 18.4 0<5<10 13.4 x
Schroders RRF 2,292,657
AMP GMAF 0
 Global Equities - - 2,292,657 - 161  10<20<30 - 3.9 v

Australasian Private Equity is above its allowable range.

|CIF UNDERLYING FUND ALLOCATIONS

60.0 -
Growth Assets, 53.9
50.0 A
MNew Zealand Assets,
41.1
20.0 - Australian Assets, 38.4
Income Assets, 34.7
30.0 A
Global Assets, 20.5
20.0 4
Cash Assets, 11.4
10.0 A
0.0 4
Monthly % Change
Growth Assets Income Assets Cash Assets
5.1 -1.2 -3.9
New Zealand Assets Australian Assets Global Assets
-8.9 8.9 0.0
ERIKSENSCGCLOBAL Page | 8

Actuaries & Investment Strategists

ID:A1231270 13



Investment Subcommittee ITEM: 4.1
27 August 2019 Attachment 1

Northland Regional Council
Monthly Report 31 July 2019

PROPERTY REINVESTMENT FUND

1 Month 3 Month 3 Year Inception*
% % p.a. % p.a.

Aspiring 2.1 2.6 2.1 5.7 8.5

Benchmark (CPI + 4%) 0.5 1.6 0.5 5.7 5.6

Value Added 1.6 1.0 1.6 0.0 2.9

Mint Trans-Tasman Equities 3.5 7.2 3.5 19.4 14.1

Benchmark (NZX50) 3.4 8.4 3.4 21.7 139

Value Added 0.1 -1.2 0.1 -2.3 ) 0.2
QuayStreet Altum 3.0 3.6 3.0 2.1

Benchmark (OCR + 6%) 0.6 1.8 0.6 7.7

Value Added 2.4 1.8 2.4 -5.6

Salt Long Short 2.6 5.0 2.6 -5.6

Benchmark (OCR + 5%) 0.5 1.6 0.5 6.7

Value Added 2.1 3.4 2.1 -12.3

Milford Diversified Income 1.2 4.5 1.2 10.9 8.5 9.7
Benchmark (OCR + 2.5%) 0.3 1.0 0.3 4.2 4.2 4.5
Value Added 0.9 35 0.9 6.7 4.3 5.2
Mint Diversified Income 0.9 3.5 0.9 7.9 4.9 6.3
Benchmark (CPI + 3%) 0.4 1.3 0.4 4.7 4.6 4.1
Value Added 0.5 2.2 0.5 3.2 0.3 2.2
Quay Street Income 0.7 3.1 0.7 7.6 5.8

Benchmark (OCR + 2%) 0.3 0.9 0.3 37 37

Value Added 0.4 2.2 0.4 39 2.1

Total Fund 1.8 4.0 1.8 8.7 7.5 8.8
Fund Objective (MStar Prop + 1%) 0.7 2.1 0.7 8.4 8.4 11.9
Value Added 1.1 1.9 1.1 0.3 0.9 -3.1

*Inception is measured from 30/09/2014

ERIKSENSGLOBAL Page | 9
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