
We are pleased to report another strong 
performance, with the annualised return 
for the March quarter increasing to 4.80%*
We also passed the milestone of $100 
million in funds under management and 
would like to thank you for your support 
and the trust you place in us to manage 
your investment.

Newsletter written 23 March 2022. 
*Annualised pre-tax March quarterly return. Paid quarterly.  
Past performance is not a reliable indicator of  future performance. 
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Looking for 
regular income? 

Invest with 
Midlands

Funds designed by experts,  
with you in mind.

Annualised pre-tax 
cash return for quarter 
ended 31 March 2022.

4.80%*



QUARTER IN REVIEW
It was all about sticking to the strategy. As with the previous quarter, the 0.50% 
increase in the annualised return to 4.80%* was driven primarily by:

1.  Our ability to originate quality lending opportunities which allows us to maintain 
a lower level of  cash as a percentage of  funds under management (the higher 
the percentage of  cash sitting in the bank the lower the return to investors).

2.  The market opportunity to increase pricing for new lending, as credit availability 
across the bank and non-bank lender markets continues to be tight.

3.  Our ability to reprice the existing loan portfolio (increasing the base rate) due 
to nearly all our loans being floating rate. 

OUR INVESTMENT STRATEGY
We maintained a deliberately conservative strategy through the March quarter, 
as the headwinds we flagged late last year, Government policy and regulation, 
Reserve Bank actions and increasing interest rates (through both the OCR 
and the yield curve), began to show early signs of  feeding through into the 
property sector. We believe this is still the best approach going into the June 
quarter, while also balancing the objectives of  increasing investor returns and 
maintaining the credit quality of  the portfolio. 

LOOKING FORWARD
We start the June quarter in a good position, being close to fully invested and 
with the most recent increase in our floating base rate for lending (0.25%) being 
effective from 15 March. While we are cautious and expect ongoing market 
volatility over the near term, we are also optimistic that we can benefit from a 
gradual move higher in interest rates without a material impact on our borrowers’ 
ability to service debt and repay on maturity. 

Anton Douglas 
Chief  Executive Officer

CEO REPORT

*Annualised pre-tax March quarterly return. Paid quarterly. Past performance is not a reliable indicator of  future performance. 

Regards
Anton Douglas



Recently, friends of  mine who either work in banking or real estate have 
introduced me to a new acronym: FOOP.
FOOP stands for the “fear of  over-paying”, which is a concern shown by 
purchasers in the current residential property market.
When you also consider that banks are lending more conservatively, inflation is 
on the rise, equity markets are volatile, Covid is still a major issue and Europe is in 
turmoil, then investor sentiment becomes understandably shaky.
At Midlands, we only worry about those things we can control. Our lending 
practices are sound, and we have a dedicated lending team and investment 
committee. Sandy and I speak to our clients regularly and are always very happy 
to be introduced to new investors.
The latest quarterly annualised return of  4.80% reflects our endeavours across 
the whole team. Our funds under management have grown to over $100m, which 
is a great milestone for us to pass. The wholesale fund has grown to $6.1m 
invested since its inception.
Should you have any queries about this fund please feel free to contact me on 
027 523 3425 or e-mail elliott@mmt.net.nz for further details.
As always, many thanks for your support.

It’s been a shaky start to 2022 with banks tightening their lending criteria in late 
December 2021, the world watching on as the war on Ukraine unfolds, OCR 
increases with the promise of  more to come, inflation at an all-time high, the 
Government advising they will revisit the CCCFA rules introduced in late 2021, 
our borders re-opening tentatively (which brings hope for our troubled hospitality 
and nervousness about how will we cope with potentially being exposed to more 
Covid variants). Wow, one might be excused for feeling pretty unsettled, BUT... 
it’s not all doom and gloom. The team here at Midlands have been carrying on 
carrying on, doing what we do best, and that is putting our customers at the 
heart of  what we do and we have achieved a smart quarterly result, for the first 
quarter of  2022 of  4.80% (annualised) of  which we are extremely proud but 
which is also due to you, our loyal supporters.

I had the pleasure of recently travelling to Taranaki and meeting some of our existing 
clients, and potential clients. I am looking to travel more extensively in the coming 
months to try and meet as many people as I can. If  you have someone you would like 
to introduce to us, or would appreciate the opportunity of  meeting with me, please 
don’t hesitate to reach out on 027 624 4554 or email me sandy@mmt.net.nz.

INVESTMENT TEAM 
COMMENTARY

Elliott Jackson  
Relationship Manager

Sandy Gernhoefer 
Relationship Manager



Auckland 22.3%

Waikato 16.3%

Nelson 0.5%
Wellington 17.3%

Bay of Plenty 9.3%

Northland 2.7%

Hawke’s Bay 13.7%

Gisborne 0.6%

Canterbury 7.1%

Otago 4.3%
Southland 1.4%

Taranaki 1.3%
Manawatu-Whanganui 3.2%

LOANS BY 
REGION

*Annualised pre-tax March quarterly return. Paid quarterly. Past performance is not a reliable indicator of  future 
performance.

LOANS BY SECTOR
52.16%

30.98%

16.86%

Residential Commercial Rural

The loan assets are spread between 
commercial, rural and residential as follows:

FUND ASSET ALLOCATION
At 23 March 2022 the Fund’s assets comprised:

Unlisted property (loans secured by 1st mortgage)

Cash and cash equivalents

New Zealand Fixed Interest

5.84%

5.81%

88.35%

INVESTOR 
RETURN

NUMBER OF 
INVESTORS

AVERAGE 
INVESTMENT

FUND SIZE LARGEST 
LOAN

NUMBER 
OF LOANS

AVERAGE 
LOAN SIZE

CASH 
AND TERM 
DEPOSITS

4.80%* 791 $129,569 $102.5M $3.5M 125 $736,005 $12.1M



Miles Standeaven  
Senior Credit Manager

SENIOR CREDIT MANAGER’S 
COMMENTARY

My first year at Midlands has flown by extremely quickly. The year has seen 
us navigate through a number of  challenges brought about through Covid-19, 
supply chain issues, inflationary pressures and interest rate hikes.

We have weathered the storm by sticking to our credit strategy, when the 
temptation was to do otherwise in search of  yield, and as a result have seen the 
loan book grow by 34% from $69m to $93m whilst maintaining a conservative 
weighted average Loan to Value ratio across the portfolio of  47%.

A revised credit framework has assisted in enhanced borrower and industry 
understanding whilst providing early decision making. The overall quality of  the 
loan book is exemplified by us currently having no impaired loans.

As we head into an uncertain economic environment, we have commenced 
stress testing origination market values by 10% to account for the forecast 
residential housing market “soft landing”. The results of  these stress tests 
suggest we are well positioned to absorb this possibility, and it is further 
confirmed by our average weighted Loan to Value ratios. 

Earlier in the year we increased our stress testing floors for the increasing 
interest rate environment to ensure our portfolio remains in good shape and 
borrowers can absorb the likely rapid interest hikes in line with the OCR.
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FROM THE ROAD

Mark Hardman
Business Development Manager

On the road again…

I am very lucky to have strong mortgage broker relationships throughout the 
North Island and I spend a lot of  my time with brokers discussing various 
proposals, training, and understanding the markets they work in. 

A raft of  legislation including the revision of  the Responsible Lending Code, 
rules to curb investors and increasing interest rates all seemed to hit the market 
at the same time at the end of  2021 and sentiment amongst buyers moved 
distinctly from FOMO (fear of  missing out) to FOOP (fear of  over- paying).

This quarter I have spent a lot of  time in Auckland, the Bay of  Plenty and the 
wider Waikato. My key takeaway learnings have been: 
• Some developers are not settling on future development projects. Developers 

tend to engage in long dated contracts; the purpose of  long settlements is 
so that developers don’t have to pay holding costs on a property and can go 
through the consenting process, gain equity and pre-plan before settling.

• Some pre-sales are not settling and are returning to the market, a sign the 
market is weaker and/or purchasers can’t get finance anymore because of  
changes in rules.

• Construction and development costs continue to increase and supply 
issues are causing delays. The knock-on effect is that the funders of  these 
developments are not seeing their funds recycled leading to, in some cases, 
a shortage of  credit in this sector. 

We have largely kept away from this type of  lending and instead have pursued 
low LVRs against standard residential, commercial, and rural properties, giving 
us confidence in our strategy.

PERFORMANCE SNAPSHOT
Quarterly distributions 
(annualised)

Fund size Unit price

1 APR 2021 3.50% $82.5m 92c

1 JUL 2021 4.00% $88.2m 92c

1 OCT 2021 4.10% $92m 92c

1 JAN 2022 4.30% $99.6m 92c

1 APR 2022 4.80%* $102.5m at 23 March 2022 92c



INTRODUCING

The 2022 calendar year got off  to a busy start, with our broker network providing 
us a steady flow of  exciting opportunities.

Although rising interest rates and talk of  a potentially flattening market has been 
creating some challenges, we are continuing to approve a high percentage of  
applications received – while still sticking to our strategy.

The pandemic has continued to restrict movement at times, but where possible 
I have endeavoured to get out of  the office and have enjoyed meeting many of  
our brokers and clients in the lower North Island and parts of  the South Island. 

This quarter we have written some quality business in areas such as Foxton and 
Invercargill, but it has been particularly satisfying to witness and play a part in 
the continuing growth in the Christchurch market.

In the coming weeks and months, I’m looking forward to spending time and 
expanding our footprint in Wellington, Dunedin and Christchurch.

Jenna is responsible for analysing loan proposals, monitoring and reporting on 
loans, and providing loan administration. Jenna comes from a rural background 
and has a Bachelor of  Accountancy from Massey University.

Andrew Sanders 
Business Development Manager

Jenna Spooner
Junior Loans Analyst

The Risk Indicator is rated from 1 (low) to 7 (high). The rating reflects how much the value of  the Fund’s assets goes up 
and down (volatility). A higher risk generally means higher potential rate of  returns over time, but more ups and downs 
along the way. A risk indicator of 1 does not indicate a risk-free investment.

Lower risk

Potentially lower returns

Higher risk

Potentially higher returnsRISK 
INDICATOR 
FOR THE 
MIDLANDS 
INCOME FUND

1 2 3 4 5 6 7



The Midlands Income Fund
has a Risk Indicator of 1 (low).

A risk indicator of 1 does not 
indicate a risk-free investment.

Looking for a conservative  
investment with regular income?  

Invest with Midlands
The Midlands Income Fund has a conservative strategy designed to weather market 

volatility and provide investors with consistent quarterly income from a diversified portfolio 
of  residential, commercial and rural loans secured by first ranking mortgages over land & 

buildings throughout NZ.

Get in touch with your local experts

0800 870 3260
midlandsfundsmanagement.co.nz

Cash returns are paid quarterly. Returns are not guaranteed and past performance is not a reliable indicator of future 
performance. Midlands Funds Management Limited, the issuer of the Midlands Income Fund, is not a registered bank. The product 

disclosure statement for the Midlands Income Fund is available from our website.

Annualised pre-tax cash 
return for quarter ended 

31st March 2022

4.80%


