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Disclaimer
This communication is prepared by Riparian Capital Partners Pty Limited (‘Riparian’) ACN 630 179 752 CAR 1273948 for wholesale clients only. It contains general advice and
has been prepared without taking account of any person’s objectives, financial situation or needs. Potential investors should consider whether this information is suitable
for their circumstances. Any persons relying on this information should obtain professional advice before doing so. Past performance is for illustrative purposes only and is
not indicative of future performance.
Interests in the Riparian Water Fund ABN 83 736 946 217 (‘Fund’) are issued by Pinnacle Fund Services Limited (‘Pinnacle’) ACN 082 494 362 AFSL 238371 as trustee of the
Fund. Pinnacle is not licensed to give advice. Investors should consider the Information Memorandum (IM) in its entirety before making an investment decision. The IM is
available by emailing investorservices@ripariancp.com.
While Riparian and Pinnacle believe the information contained in this communication is reliable, no warranty is given as to its accuracy, reliability or completeness and
persons relying on this information do so at their own risk. Subject to any liability which cannot be excluded under the relevant laws Riparian and Pinnacle disclaim all
liability to any person relying on the information contained in this communication in respect of any loss or damage (including consequential loss or damage), however
caused, which may be suffered or arise directly or indirectly in respect of such information.
Any opinions and forecasts reflect the judgment and assumptions of Riparian and its authorised representatives on the basis of information available as at the date of
communication and may later change without notice. Any projections contained in this presentation are estimates only and may not be realised in the future.
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Benefits of investing in Australian water entitlements

§ Functional and sophisticated market.
§ Resilient assets.1
§ Positive structural tailwinds.2
§ Uncorrelated returns. 1
§ Reliable yields. 1
§ Stable regulatory environment.

1. Past performance is no guarantee of future performance.
2. Forecasts are not guaranteed to occur.

How do water investments work ?
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Australian Water Markets
§

An established cap and trade framework provides for two
tradable assets:1

Over 700 different entitlements in the Australian
Water Market2

$55bn

o Water Entitlement: the perpetual right to an annual
allocation of water from a specific water resource.
o Water Allocation: the annual allocation of water issued to
entitlement holders in response to factors such as rainfall
and storage levels.
§

85 assets make up Riparian’s Investable
$34bn
Universe3

Water markets create incentives for the efficient use of water
and transfer of water to higher-value uses.
55 target assets3

$32bn

An example of water markets in a hypothetical dam
100 ML of available entitlements (airspace)

When the dam is full, all entitlements receive 100% allocation

When the dam is 50% full, High Security entitlements receive 100%
allocation and General Security receives 29% allocation

70 ML General Security
entitlements

100% (70 ML) allocation
to General Security

29% (20 ML) allocation to
General Security

30 ML High Security
entitlements

100% (30 ML) allocation
to High Security

100% (30 ML) allocation
to High Security

1. Detailed explanation of the Australian water markets at https://blogs.cfainstitute.org/investor/2019/10/29/australian-water-entitlements-a-unique-alternative-asset-class/
2. RCP Analysis, 2019
3. The composition of RCP’s Investable Universe and Portfolio of Target Assets is reviewed on a quarterly basis and is open to change as filtering metrics are subject to change.
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Riparian’s view – water entitlement value drivers
Long-term returns are driven by
increasing demand and the
capped nature of the asset.

Short-term returns are driven
primarily by changes in seasonal
supply conditions.

1
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The performance of $1000 invested since 20081
$4,500
$4,000
$3,500
$3,000
$2,500
$2,000
$1,500
$1,000
$500
Jan-20

Apr-20

Jul-19

Oct-19

Jan-19

Apr-19

Oct-18

Jul-18

Jan-18

Apr-18

Jul-17

Oct-17

Jan-17

Apr-17

Oct-16

Jul-16

Jan-16

Apr-16

Jul-15

Oct-15

Jan-15

Apr-15

Oct-14

Jul-14

Jan-14

Apr-14

Jul-13

Oct-13

Jan-13

Apr-13

Oct-12

Jul-12

Apr-12

Jan-12

Jul-11

Oct-11

Jan-11

Apr-11

Oct-10

Jul-10

Apr-10

Jan-10

Jul-09

Oct-09

Jan-09

Apr-09

Oct-08

Jul-08

$-

sMDB Accumulation Index

1. Riparian analysis, 2020

How has the market performed?
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Performance by the numbers1
12 year returns
to 30 June 2020

1 Year returns
June 2020

Average annual capital growth

+7.8%

+9.5%

Average annual yield

4.1%

5.0%

+11.7%

+14.6%

Total annualised return

Standard deviation of yield (since 2008)

1. Past performance is no guarantee of future performance.

to 30

2.2%

Long term drivers
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Longer term drivers of value – since 2008
Driver

Affects

Annual demand of water from horticulture

Competition for water amongst users

Australian commodity prices

Capacity for water users to pay

Productivity gains – southern farming

Capacity for water users to pay

Supply of water entitlements (consumptive)

Availability of irrigation water

1. Riparian analysis, 2020

Trend since 20081

What about supply?
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Water supply vs water demand1

1. Aither, 2019

Returns uncorrelated to traditional markets
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Correlations to Aither Water Entitlement Price Index1
Monthly Correlation of Traditional Markets to Aither Water Index (Jul 2008 - Jul 2020)
AUD/USD Spot Rate

(0.2)

US 10 Year Bond Rate

(0.1)

AUS 10 Year Bond Rate

(0.1)

MSCI World Index

(0.1)

S&P 500 Price Indes

(0.1)

ASX200 Price Index
(1.0)

(0.1)
(0.8)

1. Riparian analysis, July 2020
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Outlook for major drivers?
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Riparian’s view - positive structural tailwinds underpin asset class
Driver

Affects

Outlook1

Competition for water amongst users

Positive

Australian commodity prices

Capacity for water users to pay

Positive

Productivity gains – southern farming

Capacity for water users to pay

Positive

Supply of water entitlements (consumptive)

Availability of irrigation water

Neutral

Annual demand of water from horticulture

1. While Riparian is positive about these drivers, the outlook is opinion only and not guaranteed
to occur.

Drivers of annual yields
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Annual cash distributions supported by ongoing demand
“Water markets are primarily driven by how much farmers are willing to pay for the
water, which is completely unrelated to drivers of traditional markets”2

5-7%

Annual Capital Growth

1

4-6%

Annual Cash Yield 1

10-12% IRR

Total Net Return Target 1
1. There are no guarantees target returns will be achieved.
2. Source: Riparian Capital Partners, 2020.

Regulatory environment?
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Relatively stable regulatory environment

Review announced

Entity Responsible

Report Delivered / Due

Outcomes

2016

Productivity Commission

December 2017

Positive

2014

Productivity Commission

January 2019

Positive

Aug 2019

ACCC

November 2020

Interim report positive

Sep 2019

Vic Govt DELWP

December 2019

Positive

Dec 2019

Federal Government

March 2020

Positive
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Benefits of a diversified portfolio of water entitlements
Riparian Water Fund

Stable annual yields
plus capital growth

Mature and
emerging
market
opportunities

Target returns

10-

12%1

Improved liquidity
profile

Exposure to
Australian
irrigation sector

§

Diversification across a range of water markets and entitlement types.

§

Exposure to a broad range of crops and irrigators who grow them.

§

Stable annual yields supported by farmers’ increasing demand and capacity
to pay for water.

§

Increased liquidity profile compared with traditional agricultural
investments.

§

Fundamental drivers of returns from water entitlements remain positive.

Key Risks2
§

Regulatory and legislative changes.

§

Economic and agri-economic environment; commodity prices, interest
rates, FX rates.

§

Climate.

1. There are no guarantees target returns will be achieved.
2. Refer to the Fund IM for full details on risks associated with an investment in the Fund.
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Disclaimer
This communication is prepared by Riparian Capital Partners Pty Limited (‘Riparian’) ACN 630 179 752 CAR 1273948 for wholesale clients only. It contains general advice
and has been prepared without taking account of any person’s objectives, financial situation or needs. Potential investors should consider whether this information is
suitable for their circumstances. Any persons relying on this information should obtain professional advice before doing so. Past performance is for illustrative purposes
only and is not indicative of future performance.
Interests in the Riparian Water Fund ABN 83 736 946 217 (‘Fund’) are issued by Pinnacle Fund Services Limited (‘Pinnacle’) ACN 082 494 362 AFSL 238371 as trustee of
the Fund. Pinnacle is not licensed to give advice. Investors should consider the Information Memorandum (IM) in its entirety before making an investment decision. The
IM is available by emailing investorservices@ripariancp.com.
While Riparian and Pinnacle believe the information contained in this communication is reliable, no warranty is given as to its accuracy, reliability or completeness and
persons relying on this information do so at their own risk. Subject to any liability which cannot be excluded under the relevant laws Riparian and Pinnacle disclaim all
liability to any person relying on the information contained in this communication in respect of any loss or damage (including consequential loss or damage), however
caused, which may be suffered or arise directly or indirectly in respect of such information.
Any opinions and forecasts reflect the judgment and assumptions of Riparian and its authorised representatives on the basis of information available as at the date of
communication and may later change without notice. Any projections contained in this presentation are estimates only and may not be realised in the future.
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