December 2019

MIDLANDS

NEWSLETTER
Welcome to the December
issue of Midlands Quarterly.
We are very pleased to confirm
a quarterly distribution rate
to investors of 5.10%*. Despite
our need to hold cash within
the Fund, we are committed
to ensuring we produce great
returns to our investors.
Therefore, again, we are very
pleased with this result and
appreciate the faith you place
in us to continue to do so.
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*Annualised pre-tax December Quarterly Return. Paid quarterly.
Past performance is no guarantee of future performance.
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MESSAGE

from THE CEO

Tobias Taylor

It certainly feels like the back end of 2019. We’ve undertaken a
fair bit of change in the last six months, all with the final goal of
producing better client outcomes for investers and borrowers.
Elliott Jackson has joined Midlands in the newly created role of
Investment Manager. Elliott’s primary responsibilities are investor front of
office services, as well as the growth of the funds managed by Midlands.
Elliott comes to Midlands with over 30 years in financial services in the
United Kingdom, Jersey, and New Zealand. More recently, Elliott worked
at Pie Funds Management Limited for more than 5 years.
Also, Jill Shipp has joined Midlands as cover for the Loans Admin
Supervisor and Analyst role while Wendy is on parental leave. Jill has
spent her entire working career in the banking sector, mostly with some
of the main high street banks in the UK and New Zealand, but also
with experience in a variety of different roles, from debt recovery to
complaints-handling and team management. Jill most recently worked
at Kiwibank for nearly 5 years.
Last, but certainly not least, I am pleased to confirm that Midlands will
be relocating in June 2020. We’ll be moving literally over the road to
the new ‘Tribune’ development in Hastings. Whilst we’ll be sad to say
goodbye to our beautiful old building, we’re excited about the prospect
of a new modern office space that is comfortable for staff and clients
alike. We will keep you up to date with this move.
Finally, from the team and me here at Midlands, we wish you and your
families a very Merry Christmas and a Happy New Year. We look forward
to continuing to provide great non-bank investments and lending to our
clients throughout New Zealand.

Feel free to contact me via e-mail
on tobias@mmt.net.nz to let me
know how Midlands is doing

Tobias Taylor, CEO

investment
update
Where have the last 2 months
gone? Very quickly is the short
answer and I am immensely pleased
to be part of the Midlands Team!
We are all highly motivated people,
loving what we do and proud to be
a non-bank provider of choice in our
community.
Over the last few weeks I have spoken
to many of our clients and I look
forward to doing more of this over
the coming weeks and months. My
primary role as Investment Manager is
to look after our investors, so please
feel free to get in touch for a chat.

Elliott Jackson,
Investment Manager

Performance snapshot
Quarterly
distributions*

Fund size

Unit
price

1 JAN 2019

5.20%

$48.85m

92c

1 APR 2019

5.10%

$51.48m

92c

1 JUL 2019

5.20%

$51.13m

92c

1 OCT 2019

5.20%

$53.4m

92c

1 JAN 2020

5.10%

$57.1m

92c

at 13th Dec

*Annualised pre-tax returns paid quarterly. Past
performance is no guarantee of future performance.

New Zealand economic outlook
The New Zealand economy has a little less wind in her sails than usual.
Many financial commentators believe that growth will stabilise and begin
to recover gradually in early 2020.
In November the RBNZ surprised the market and left the Official Cash
Rate (OCR) on hold at 1.00%, deeming economic developments had not
warranted a change in stance since the 50bp August OCR cut.
Accommodative credit conditions are of paramount importance when it
comes to keeping things moving. The RBNZ is certainly throwing everything
at it and some economic commentators believe that the OCR will be cut to
just 0.25% by May 2020!
There seems to be some credit headwinds from the banks these days, and
availability is tightening up. RBNZ has recently revealed new capital requirements
for locally incorporated banks and market sentiment is that this will push up
lending interest rates, lower deposit interest rates and restrict credit availability.
What does this mean for our investors? Well, in a nutshell we are open for
business and believe in the quality of our product and hope to continue our
strong track record of delivering results.

Northland
Auckland

LOANS
by region
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Bay of Plenty

Waikato
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Hawke’s Bay

Taranaki 3%
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Wellington
Nelson

17%
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Loans by Sector
The loan assets are spread
between commercial,
rural and residential
securities as follows:
Commercial loans
Rural loans
Residential loans

1%

8.5%

4%

Fund Asset
Allocation
At 13 December 2019 the
Fund’s assets comprised:
Unlisted property (loans
secured by 1st mortgage)

Investor return

5.10%*

Number of
investors

574

Average
investment

$99k

Fund size

$57.1m

Cash and cash equivalents

Largest loan

$1.7m

New Zealand Fixed Interest

Number of loans

123

Average loan size

$428k

Cash and term
deposits

$5.4m

2.38%

14.45%

As at 13th Dec.

55.67% 29.88%

22%

1%
Marlborough

Southland

5.5%

92.23%

5.39%

*Annualised pre-tax December Quarterly Return. Paid quarterly.
Past performance is no guarantee of future performance.

Why do we ask
for this?

Doug Bailey,
Commercial Manager

This year we mark the ten-year anniversary of the Anti-Money Laundering
and Financing of Terrorism Act 2009. Financial institutions have had to
comply with the Act since 2013, and lawyers, accountants and real estate
agents came on board over 2018 and 2019.
Midlands’ Commercial Manager, Doug Bailey, is also our Compliance Officer.
He recently attended the latest AML/CFT seminar hosted jointly by the
Financial Markets Authority (FMA) and NZ Police’s Financial Intelligence
Unit (FIU). These agencies are serious about money laundering and
financing terrorism, successfully prosecuting an Auckland finance company
in October that resulted in a $4m fine and an Auckland lawyer in November
who laundered $2.4m for a gang.
FMA and FIU are also very focussed on protecting New Zealanders from
financial harm and providing support to victims of financial crimes. Their
seminars are full of real-life example of criminals placing ‘dirty’ money into
the finance sector, layering it through numerous transactions to ‘wash’ it and
drawing it out as ‘clean’ money.
Midlands is both a gatekeeper and watchdog in the AML/CFT regime. We
are legally required to know our customers and understand their source
of funds or wealth. This means that if you invest the proceeds of a sale of
property or use it to repay a loan, we will ask for proof of that sale. If your
investment is from accumulated savings, we will ask for documents that
show patterns of your savings activities.
We must also monitor customers’ transactions for anything that seems at
odds with noted investing or borrowing intentions and patterns of previous
transactions. Please do not be offended if we ask if and why your intentions
have changed and request documents to verify your explanation.

Nominated Bank Accounts
In December, Midlands’ policy was changed to only allow withdrawals to a
nominated bank account. If that was not noted on your original application
form, staff will ask you to provide a nominated bank account. Withdrawals
can no longer be made to third parties other than your lawyer’s trust account.
If you have any concerns our questions, please do not hesitate to contact us.

LOANS

UPDATE

Mark Hardman,
Senior Loans Manager

We continue to experience strong growth in quality lending proposals
generated via our partners and the aggregated broker networks. Main bank
requirements for more liquidity continue to fuel growth in the non-bank
sector allowing us to pick the best proposals with low LVRs well below our
mandated limits.
Our loan book has grown by 38% from 12 months ago to $52.5m and
continues to improve in quality and balance between residential, commercial
and rural lending. The average loan size is $428k and we have a good
geographic spread of securities across New Zealand.
As I have mentioned before, one of the most critical elements to
maintaining quality is meeting the borrowers where ever they are in NZ. We
look closely at their projects and understand where we can add value as a
financial partner. We make sure that the loan is fit for purpose and in the
best interests of everyone.
Maintaining this level of quality allows us to grow further and take advantage
of the opportunities that are currently available in the non- bank sector.
I would like to thank all our partners, brokers, investors, borrowers and
stakeholders for a fantastic year and wish you and your families a very
happy Christmas and prosperous New Year. Keep safe!
Looking forward there are some key legislation changes following a review
of the Credit Contracts and Consumer Finance Act (CCCFA) and I have
highlighted the key changes below. As a responsible lender, Midlands
Mortgage Trust supports the proposed changes and is an active participant
and champion of the responsible lending code.
In 2018, the Government decided to change the law to better protect
Kiwis from debt spirals and predatory lending. The new Bill will introduce a
number of important changes for lending and borrowing in New Zealand.
These changes include:
• Introducing an interest rate and cost of credit cap on high-cost loans
• New prescriptive requirements when lenders assess the affordability and
suitability of loans
• Increased enforcement and tougher penalties for breaking the law
• Responsible lending laws for mobile traders
• Responsible advertising standards
• Greater transparency and access to redress during debt collection

Green-fingered
Bean-counter
Plenty of people have called Midland’s Commercial Manager, Doug Bailey,
a bean-counter but not many know he’s also a tree-counter. Concerned
that Hawke’s Bay’s Christmas tree, the northern rata, was reported as
extinct in that province, Doug headed back to his childhood homelands
in Southern Hawke’s Bay to find out.
His old farm now straddles the Central Hawke’s Bay-Tararua District
boundary and a QEII reserve of bush on it is the eastern-most remainder
of the old Seventy Mile Bush. In the reserve are two 550-year-old rata.
Working with local farmers in the 60km2 Wainui River catchment, Doug
has recorded just 10 other remaining northern rata. Landcare Research in
Lincoln has DNA tested four of the trees and specimens have been lodged
at the Allan Herbarium.
Wainui Rata was set up to propagate the remaining rata. Doug’s Hastings
nursery has a mix of cuttings for genetic copies of the old trees and
seedlings for genetic diversity. Genetic copies are important when the
parents are at risk from possum browsing and myrtle rust disease. The
saplings are on track to be planted out in the Wainui headwaters in Autumn
2020 and Wainui Rata is also propagating the rarer podocarp giants in the
district for a wetlands restoration project there.
Doug was invited to exhibit at the Wimbledon Farm Open Day over
Labour Weekend. People came from around New Zealand to see Brian
Hales’ collection of rare sheep breeds and their fibre, but other attractions
included rare peripatus, geckos and native freshwater fish such as koaro.
Midlands was proud to support Doug at the Open Day, where his stands
promoted Wainui Rata and native freshwater fish of the district. To find out
more, ‘like’ Wainui Rata on Facebook.
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Further information concerning Midlands Mortgage Trust including our Product Disclosure Statement and the issuer, Fund Managers Central Limited, can be
found at www.companies.govt.nz/disclose – search for Midlands Mortgage Trust as a scheme and/or an offer. The issuer is not a registered bank.

