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Invest in your future
with Midlands
Funds designed by experts, with you in mind.

We are pleased to report an annualised
return of 4.10% for the quarter, a risk
indicator of 1, and a 3.6% rise in funds
under management to $92m. This all
points to strong growth and reflects
our commitment to providing you with
a consistent rate of return with careful
risk management.

4.10%

Annualised pre-tax
return for quarter ended
30th September 2021

Newsletter written 20th September 2021.
*Annualised pre-tax September quarterly return. Paid quarterly. Past
performance is no guarantee of future performance.

midlandsfundsmanagement.co.nz

0800 870 326

CEO COMMENT

Anton Douglas
CEO

Being a responsible investor is one of the cornerstones of our business. For
us, this is more than simply being cautious. On the micro level, all our loans
are subjected to a high degree of credit analysis and due diligence. We only
lend once we are assured of the credit quality of our investment.
On the macro level, our Investment Committee looks at the long term
economic and regulatory issues that might affect our lending. This quarter we
had to consider the impact of policy initiatives from the Government, increased
lending restrictions from the Reserve Bank (all designed to cool residential
property prices) and market expectations for a rise in official interest rates.
All of these factors, together with our view from early August that there
was an elevated risk of lockdowns (given what we were seeing in Australia)
persuaded us to take a more guarded approach to investing. As a result, we
reduced lending to construction projects and lending where debt servicing
was dependent on income from the retail, hospitality, or tourism sectors.
The loan portfolio is well diversified throughout New Zealand, with only
19% being in Auckland. We have 18% in Wellington, 16% in Waikato, 15% in
Hawkes Bay and 11% in the Bay of Plenty.
This defensive strategy was designed to help protect the Fund and your
investment through a period of elevated risk. It is a strategy that works and
as a result, despite a very uncertain quarter, we can still make a return to
our investors of 4.10% (annualised).
As I write, Auckland is still under lockdown and the rest of the country is
at level 2. We have, however, remained active during this unparalleled time,
working to balance an appropriate level of liquidity (cash available to cover
any withdrawals), with being invested to a level that allowed us to provide
investors with an appropriate return for the quarter. We are pleased to
be able to report that there were no withdrawals directly related to the
lockdown. This allowed us to secure several high-quality opportunities with
attractive pricing, while other lenders were unable or unwilling to consider
proposals. As a result, we are in a strong position starting this next quarter.
We have not only been investing in your future but also in ours. As the Fund
grows, so too has our team. I am pleased to introduce Marise James, who joins
the Board as an Independent Director and Sandy Gernhoefer, who joins us as
an Investor Relationship Manager. A new Business Development Manager will
join the team in October, while Mark Hardman has relocated to Tauranga to
strengthen our coverage of Auckland and the upper North Island.
I thank you for your trust and look forward, with optimism, to the next quarter.
Anton Douglas

MILES’ COMMENTARY

Miles Standeaven
Senior Credit Manager

Quarter Two 2021 saw significant repayment of shorter dated lending
originated towards the end of 2020 and start of 2021. This was offset by
a strong approval month in July followed by drawdowns in August.
As we went into lockdown on 17 August, the Investment Committee
moved to adopt a cautious approach to lending until more was known
around the economic impacts surrounding the Delta variant outbreak. What
we saw was that other lenders, including banks, were turning away strong
transactions through lack of resourcing and unable to meet usual financing
time frames. This presented us with a unique opportunity to acquire some
lower risk transactions with favourable pricing. These transactions have
started to drawdown in September and will flow through into October and
November ultimately reducing our liquidity to within our target band and
improving our yield setting us up for an excellent quarter three.
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LOANS BY
REGION

Bay of Plenty 11%
Waikato 16%

Gisborne 0.5%

Taranaki 2%
Manawatu-Whanganui 4%

Hawke’s Bay 15%

Wellington 18%
Nelson 0.5%

Canterbury 4%

Otago 5%

Southland 1%

48.79%

31.56%

LOANS BY SECTOR
The loan assets are spread between commercial,
rural and residential securities as follows:
Commercial loans

Rural loans

Residential loans

19.65%

84.63%

FUND ASSET ALLOCATION
9.25%
6.12%

At 20 September 2021 the fund’s assets comprised:
Unlisted property (loans secured by 1st mortgage)
Cash and cash equivalents
New Zealand Fixed Interest

INVESTOR
RETURN

NUMBER
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AVERAGE
INVESTMENT
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LARGEST
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NUMBER
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LOANS

AVERAGE
LOAN SIZE

CASH
AND TERM
DEPOSITS

4.10%*

748

$122,648

$92m

$2.7m

122

$645,514

$14.3m

as at 20 Sep

*Annualised pre-tax September quarterly return. Paid quarterly. Past performance is no guarantee of future performance.

INVESTMENT TEAM
COMMENTARY
Elliott Jackson &
Sandy Gernhoefer
Relationship Managers

During all levels of Covid your team at Midlands continued to work hard,
which is reflected in the latest quarterly annualised return of 4.10%.
The official cash rate (OCR) is due to be reviewed by the Reserve Bank of
New Zealand early next month. Most of the team at Midlands think there
will be a rise, but the trajectory of any future increases will be of more
interest - only time will tell.
Funds under management have grown to nearly $92m, which is great to
see. We are very pleased to let you know that Sandy Gernhoefer has joined
us as a Relationship Manager in the investment team. Sandy comments:
“I am excited to be joining the Midlands team working alongside Elliott
Jackson. I bring with me 28 years banking experience with Westpac, and
I am looking forward to assisting you with your investment enquiries”.
Thanks to those who took the time to complete our customer survey.
We had a great response with the majority of participants identifying the
security of their investment as being the most important factor when
choosing to invest - see more results below. Also, there were a number
of requests for on-line access to view your investment balance; this is
something that we hope to provide in the not-too-distant future.

What are the most important
factors for you in choosing to
invest with midlands?
1. The security of my investment
2. The percentage rate
3. The margin over 1-year NZ
4. Knowing and trusting Midlands
5. The consistency (low volatility)

First choice

Last choice

1.
2.
3.
4.
5.

On a final note, our Wholesale fund has now been launched - please feel free
to contact Elliott on 027 523 3425 or e-mail elliott@mmt.net.nz for further
details. More details will follow next quarter on the launch of our PIE fund.**
Thank you as always for your continued support.

PERFORMANCE SNAPSHOT
Quarterly distributions*

Fund size

Unit price

1 OCT 2020

4.50%

$67.4m

92c

1 JAN 2021

3.80%

$75.5m

92c

1 APR 2021

3.50%

$82.5m

92c

1 JUL 2021

4.00%

$88.2m

92c

1 OCT 2021

4.10%*

$92m at 20 September 2021

92c

*Annualised pre-tax September quarterly return. Paid quarterly. Past performance is no guarantee of future performance.
**No money is currently being sought for the Midlands Income PIE Fund and units cannot currently be applied for.
The offer, if made, will be made in accordance with the Financial Markets Conduct Act 2013.

Doug Bailey
Chief Operations Officer

What’s in a name? During the last quarter, the manager of the Fund
changed its name from Fund Managers Central Limited to Midlands Funds
Management Limited. The name change does not reflect a change in
ownership but provides a closer link to Midlands’ Fund and signals two
extra funds coming under management.
The Fund’s name has also been changed to more accurately reflect its
purpose and to provide consistency over the three offerings. Midlands
Mortgage Trust Group Investment Fund is now the Midlands Income Fund,
and is joined by the Midlands Income Wholesale Fund and, soon, the
Midlands Income PIE Fund.*
This year has seen significant changes in infrastructure at Midlands. Most
have been designed to improve the efficiency of our processes or to
improve the effectiveness of our communications.
Last month, you would have received the Annual Report from us. For the
first time, we were able to send most communications by email, through
our new IT system. This was followed up with a customer survey sent to
investors with email addresses, again through our IT system.
If you receive communications from Midlands by post, please consider
using email. This has the benefit that your documents can be easily saved
digitally, and you can also forward general information to family and friends.
You can send us your email address to: investments@mmt.net.nz
Increasingly, our website will give you greater access to Midlands. It has
recently been refreshed and provides many of our reports and documents.
Once we build in a customer portal, you will be able to log in to see your
account, and communicate with the team in a fast and secure manner.
Finally, now cheques are phased out deposits will need to be made through
on-line banking or through your branch. Our bank account number is:
ANZ 06-0701-0385070-003 using your name and Unit Fund /
Loan number as references (e.g. Jones UF1234).
*No money is currently being sought for the Midlands Income PIE Fund and units cannot currently be applied for.
The offer, if made, will be made in accordance with the Financial Markets Conduct Act 2013.

MEET THE TEAM

Anton Douglas

Jill Shipp

Elliott Jackson

Leoni Potgieter

Miles Standeaven

INTRODUCING

Marise James
Independent Director

Marise was appointed as an Independent Director of Midlands in September
2021 and is a member of the Audit, Risk and Compliance Committee. She is a
chartered accountant and partner at Baker Tilly Staples Rodway in Taranaki.
Marise was a founding director of Fonterra Co-operative Group, and held
directorships of FMG Insurance Limited, Landcorp Farming Limited and
TSB Bank. She has chaired the Audit Committees of FMG and Landcorp.
Her current governance roles include Allied Farmers Ltd, Chair of Firstlight
Wagyu NZ Limited, and Director of the Taranaki Rugby Football Union. She
has the following qualifications: Member of Chartered Accountants Australia
and New Zealand; Fellow, Institute of Directors New Zealand (Accredited);
and F.C.A (Fellow of Chartered Accountants Australia and New Zealand).
Sandy Gernhoefer
Relationship Manager

Sandy is responsible for assisting new and
existing investors with their investment needs. Her
background is in investment, commercial analyst
and administration and she has over 28 years
banking experience with Westpac. She is passionate
about helping clients achieve their financial goals.

JAMMIES FOR JUNE
Midlands and the team recently
participated in the Jammies
for June campaign, helping get
warm PJ’s and other new items
out to over 5000 local children.

Mark Hardman

Wendy Babe

Doug Bailey

Sandy Gernhoefer

MIDLANDS FUNDS MANAGEMENT
1/111 Karamu Road North | PO Box 609 Hastings
Phone: 06 870 3260 | Freephone: 0800 870 326
midlandsfundsmanagement.co.nz

Further information concerning Midlands Income Fund and the issuer Midlands Funds Management Limited, including our Product Disclosure Statement,
can be found at www.companies.govt.nz/disclose - search for Midlands as a scheme and/or an offer. The issuer is not a registered bank.

