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DISCLAIMER

This presentation is prepared by Duxton Capital (Australia) Pty Ltd [ACN: 
164 225 647; AFSL no. 450218] (“DC Australia”) and is only made available to 
“professional investors”, “sophisticated investors” and other persons not 
requiring a regulated disclosure document pursuant to Chapter 6D of the 
Corporations Act 2001 (Cth) (“Act”) (“Permitted Investors”). DC Australia is 
the Investment Manager of Duxton Water Limited [ACN 611 976 517] 
(“Duxton Water”). The content of this presentation is intended only as a 
source of general information for Permitted Investors and is not the basis for 
any contract to deal in, or an offer of, any security. Information from this 
presentation must not be issued in any jurisdiction where prohibited by law 
and must not be used in any way that would be contrary to Australian law or 
regulation. Specifically, this presentation shall not be construed as the 
making of any offer or invitation to anyone in any jurisdiction in which such 
offer is not authorised or in which the person making such offer is not 
qualified to do so or to anyone to whom it is unlawful to make such an offer. 
Particularly, this presentation and the information contained in it does not 
constitute an offer to sell, or the solicitation of an offer to buy, any securities 
in the United States or to any US person. 

This presentation is not intended to contain financial product advice as 
defined in the Act. This presentation is a statement of facts and is for 
general information only. This presentation is not intended to influence any 
person in making a decision in relation to investing in Duxton Water. This 
presentation does not take into account the investment objectives, financial 
situation or needs of any particular investors. No person should base their 
decision to invest in Duxton Water solely on the information in this 
presentation. Permitted Investors should consider the suitability of an 
investment in Duxton Water in view of their financial position and investment 
objectives and needs and should consult their professional advisors 
accordingly. 

No representation or warranty, either expressed or implied, is provided in 
relation to the accuracy, completeness or reliability of the information 
contained herein, nor is it intended to be a complete statement or summary 
of the securities, markets or developments referred to in this presentation.  
The forecasts and/or sensitivity analyses provided are based upon DC 
Australia’s opinion of the market as at the date of this presentation and are 
subject to change, dependent on future changes in the market. Any 
prediction, projection or forecast on the economy, stock market, bond 

market, any commodity or the economic trends of the markets is not 
necessarily indicative of the future or likely performance. Investments are 
subject to risks, including possible loss of principal amount invested. The 
value of interests in the securities discussed in this presentation and any 
derived income may fall as well as rise. Past performance or any prediction 
or forecast is not necessarily indicative of future performance. Returns are 
not guaranteed.  

The securities of Duxton Water referred to in this presentation are not 
obligations of, deposits in, or guaranteed by DC Australia, Duxton Water or 
any of their respective affiliates. 

All third party data (such as MSCI, S&P and Bloomberg) are copyrighted by 
and proprietary to the provider. Although the information was compiled from 
sources believed to be reliable, no liability for any error or omission is 
accepted by DC Australia, Duxton Water or their respective affiliates or any 
of their respective directors or employees.  The information and opinions 
contained in this presentation may also change.  

Copyright protection exists in this presentation. The contents of this 
presentation are strictly confidential and it may not be disclosed, 
reproduced, distributed or published by any person for any purpose without 
DC Australia’s written consent. To the extent permitted by applicable law, 
none of DC Australia or Duxton Water, their respective affiliates, or any 
officer or employee of DC Australia or Duxton Water accepts any liability 
whatsoever for any direct or consequential loss arising from any use of this 
presentation or its contents, including for negligence.

ADVISORS

No member of DC Australia or Duxton Water, its respective related bodies 
corporate, shareholders or affiliates, nor any of their respective officers, 
directors, employees, affiliates, partners, representatives, agents or 
advisers (including Bell Potter Limited and any of their respective affiliates, 
related bodies corporate (as that term is defined in the Corporations Act 
2001 (Cth) or their respective directors, employees officers and 
representatives) (each a “Limited Party”) guarantees or makes any 
representations or warranties, express or implied, as to or takes 
responsibility for, the accuracy, reliability, completeness or fairness of the 

information, opinions and conclusions contained in this presentation 
(including by omission). No Limited Party represents or warrants that this 
presentation is complete or that it contains all information about the Fund 
that a prospective investor or purchaser may require in evaluating a possible 
investment in the Fund. To the maximum extent permitted by law, each 
Limited Party expressly disclaims any and all liability, including, without 
limitation, any or implied, contained in, arising out of or derived from, or for 
omissions from, this presentation including, without limitation, any financial 
information, any estimates or projections and any other financial information 
derived therefrom. Readers agree, to the maximum extent permitted by law, 
that they will not seek or sue or hold the Limited Parties liable, and will not 
take any action they may otherwise have against each Limited Party in any 
respect in connection with this presentation or its contents and releases 
each Limited Party from such claims. Furthermore, without limitation to the 
foregoing, neither the receipt of this presentation by any reader nor any 
other matter shall be deemed to created or give rise to a fiduciary, agency or 
similar relationship between each Limited Party and any reader.

FINANCIAL DATA

All references in this presentation to “$” are to Australian currency, unless 
otherwise stated. A number or figures, amounts, percentages, estimates, 
calculations of value and fractions in this presentation are subject to the 
effect of rounding. Accordingly, the actual calculation of these figures may 
differ from the figures set out in the presentation.

ACCEPTANCE

The information in this presentation remains subject to change without 
notice. No responsibility or liability is assumed by any member of DC 
Australia, Duxton Water or its respective advisers for updating any 
information in this presentation or to inform any receipt of any new or more 
accurate information or any errors or mis-descriptions of which any member 
of DC Australia, Duxton Water or its respective advisers may become aware. 
By accepting, accessing or reviewing this document you acknowledge and 
agree to the terms set out above.
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• Duxton Water Limited (“Duxton Water” or the “Company”) is the only pure water exposure on the ASX, giving investors the opportunity 
to invest in a large and highly diversified portfolio of Australian  water entitlements.

• Water underpins the Australian agricultural sector and the Australian water market is the most sophisticated in the world, consisting 
of trade in perpetual water entitlements (also known as water licences or water rights) and the annual water allocations that attach 
to these entitlements. Total entitlement and allocation trading across the Southern connected Murray Darling Basin was estimated
at $631 million in FY181.

• Duxton generates a combination of uncorrelated capital returns through the appreciation of its portfolio of entitlements and income 
through:
– entitlements on long term lease (38% of portfolio);
– trading the annual allocations attaching to its entitlements (62% of portfolio); and
– trading purchased allocations   

• Since its IPO in September 2016, Duxton Water has:
– generated total shareholder returns of 46.95%2;
– increased NAV from $1.07 to $1.483 per share;
– paid $5.46 million in total dividends; and
– invested in Australian water assets, now valued at $212.8 million (31 January 2019)

• The Company sees strong opportunities for future growth in the maturing Australian water market, with the structural shift in
Australian agriculture towards permanent crops supporting price appreciation of water entitlements.  Duxton Water has within 
its acquisition pipeline a further $17.6 million of water entitlements, to be funded through an increased debt facility. 

EXECUTIVE SUMMARY

ASX : D2O

All dollar values are in AUDunless otherwise specifically stated.
1 Aither Pty Ltd

2 Inclusive of dividends and franking credits, based onNet AssetValue as at 31 January 2019

3As at 31 January 2019
3



INVESTMENT HIGHLIGHTS

Australia’s only pure listed water play with a strong track record

Strong underlying trends supporting future growth in water prices

1

A unique asset class with low correlated returns

Growth opportunities in a large market with largely fixed costs 

Experienced management team and investment in resources for global growth

Multiple sources of return3
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A UNIQUE APPROACH TO WATER OWNERSHIP, INVESTMENT AND MANAGEMENT

AUSTRALIAN WATER MARKETAustralia has developed a unique water market over the last century

6

• Australia is a continent with varied 
climates, geographies, and water 
resource availability. There is 
~A$50 billion worth of water in 
Australia. 

• ~A$20 billion of this is located in 
the Southern Murray Darling Basin 
system, crossing South Australia, 
Victoria and New South Wales.

• 28% of rights on issue are 
now owned by State and 
Commonwealth Government

• Of the remaining 72%, 
Duxton Water accounts for 
~1%

• Around 66% of Australia’s total 
agricultural production takes place 
in this region.

Source: ABARES, Irrigated Farms in the Murray Darling Basin, 2014-2015



AUSTRALIAN WATER MARKETAustralia has the most sophisticated water market in the world
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Link to view on youtube: https://youtu.be/6cLX85XypVo

• Farmers plant both 
permanent and annual crops. 
Historically, they were given a 
right to the resource based on 
their production (i.e. High 
Security, lower volume, or 
General Security, but higher 
volume). 

• In a wet year, most 
entitlements perform well; 
they receive most of their 
allocation (being the usable 
water in that year). 

• In a dry year high security 
perform better than general.

• First priority of allocation is 
always given to environmental, 
human, and conveyance 
needs.



AUSTRALIAN WATER MARKETAustralia has the most sophisticated water market in the world
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Link to view on youtube: https://youtu.be/6cLX85XypVo

• When there is sufficient 
water in the system, an 
annual allocation is made 
to the entitlements;  firstly 
to the high security 
entitlements, and then also 
to general security. 

• The water was unbundled 
from land, and a cap and 
trade system was made.• Duxton Water continues to 

acquire water entitlements, 
growing it’s diversified and 
actively managed 
portfolio, allowing it to 
better provide water 
solutions back to irrigators. 

• Duxton Water receives 
revenue through long-term 
leases, and through trade 
of allocation.

• There is a cap on the 
further issuance of 
entitlements (so a cap on 
volume of permanent rights 
to the resource).

• There is an active market 
enabling the trade of both 
the entitlements, and of the 
annual allocation (the 
usable water in any year).
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ABOUT DUXTON WATER

KEY INFORMATION

Current share price 
(as at 06 FEB 2019) $1.50 per share

Current shares on issue 108,576,017 

Current Market Capitalisation $162.9 million

Weighted Earnings Per Share 8.5 cents (2018) unaudited (3.2 cents in 2017)

ASX Code D2O

Investment Universe* Australian Water Entitlements

Investment Manager Duxton Capital (Australia) Pty Ltd

KEY METRICS

Total Megalitres (“ML”) owned 63,265 ML

% of entitlements leased 38%

Net Asset Value $160.7 million

Net Asset Value per share $1.48 per share

2018 distribution yield#
3.27% (4.21% incl. franking).
Final Dividend of 2.6 cents fully franked to 
be paid 27 March 2019.

Gearing < 30%

BOARD MEMBERS

Ed Peter Non-Executive Chairman

Stephen Duerden Non-Executive Director

Dirk Wiedmann Independent Non-Executive Director

Peter Michell Independent Non-Executive Director

Dennis Mutton Independent Non-Executive Director

MAJOR SHAREHOLDERS (31 JAN)

Duxton Vineyards 31.7%

Duxton Vineyards (“DV”) has begun the process of ‘in specie’ transferring it’s shares in Duxton 
Water to it’s (DV’s) underlying unit holders. As per announcement made on 5 February, Duxton 
Vineyards now holds 24.09%. It is expected this process should be completed in the next ~4 
weeks. 

All dollar values are in AUD unless otherwise specifically stated.
# FY18 3.27% dividend yield at share price of $1.50.
*Duxton Water may hold small land holdings from time to time when the purchase of land is required for the purchase of the Water Entitlement
associated with it.
** Net Asset Value is adjusted for fair market value of water entitlements

Duxton Water is Australia’s only listed pure water exposure
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FEE STRUCTURE

Duxton Water has no staff itself; management is outsourced to Duxton Capital
(Australia) with a fee structure that is highly competitive:

• The Investment Manager receives a management fee of 0.85% p.a. of
the net asset value (NAV) of the Company.

• A performance fee (subject to a high watermark) of 5% p.a. is payable
on annual returns above 8%, and 10% p.a. on annual returns above 12%.

• The Investment Manager is also paid for reimbursable costs.



DIVERSIFICATION OF COMMODITIES PRODUCED 
IN SOUTHERN MURRAY DARLING BASIN

National Water Commission, 2011

ABOUT DUXTON WATERDuxton Water has a highly diversified portfolio of scale which is exposed to multiple commodities

11
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• Duxton Water acts as a proxy to 

Australian agriculture with its water 
assets providing solutions to a broad 
range of irrigators throughout the 
region.

• Duxton Water owns and manages $212.8 
million in water assets including 
entitlements and allocation.

• The water entitlements are well 
diversified across a number of metrics;

• regions 
• security levels
• crops 

• A further $17.6 million of water 
entitlements are within the pipeline for 
further acquisition, as 31 January 2019. 

All dollar values are in AUD unless otherwise specifically stated.
2 https://www.mdba.gov.au/discover-basin/people/economy-basin 
3 http://www.abs.gov.au/ausstats/abs@.nsf/mf/4618.0
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• Total Shareholder (Share) Return1 of 46.95% (17.46% p.a. annualised) since September 2016
• Capital Return: 38.21%
• Distribution Return: 8.75%

September
NAV of $1.07  
per share

August
Dividend 2.5 
cents @ 75% 
Franked

November
Dividend 
2.3 cents @ 
75% Franked

March
1.7 million Options 
Exercised

April
Dividend 
2.4 cents @ 
60% Franked

May & June
16.4 million 
Options Exercised

1Inclusive of dividends and franking credits, based on 
Net Asset Value at 31 January 2019 $1.48

ABOUT DUXTON WATER… and has generated strong shareholder returns

SHARE PRICE AND NAV PER SHARE SINCE IPO

31 January
NAV of $1.48 per share

Oct & Nov
18.3 million new 
shares issued



MULTIPLE SOURCES OF RETURNSDuxton Water has achieved both capital return and income…
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PERIOD
NAV Return 

(Capital Gain)

Dividend 
Return (Cash 

Return) Total Return

1 Month 7.78% 0.00% 7.78%

3 Month 8.46% 0.00% 8.46%

6 Month 10.32% 2.46% 12.78%

12 Month 23.74 5.29% 29.03%

Inception 38.21% 8.75% 46.95%

Inception (Annualised) 14.59% 3.59% 17.59%

Options ($1.10/share) 34.44% 3.00% 37.44%

Entitlement Offer ($1.30/share) 13.75% 0.00% 13.75%

• The return on water assets is primarily 
through capital growth.

• Income is generated from:

– 38% of the portfolio on long term 
leases with a WALE of 4.5 years, with 
payments received quarterly in 
advance

– 62% of the portfolio for which the 
Company trades the allocations 
attaching to the entitlements

– trading in purchased allocations

• The Company’s policy is to gradually 
migrate to 70% - 80% of entitlements on 
long-term lease.

PERFORMANCE

All dollar values are in AUDunless otherwise specifically stated.
Cash Returns areFully Franked.
Source: Duxton Capital (Australia) – Basedon NAV as at 31 December 2018.



All dollar valuesare in AUD unless otherwise specifically stated.
Source: Bloomberg

Aust. water 
entitlements 

(AUD)

ASX 
200 

(AUD)

FTSE 
100 

(GBP)

DAX 
(EURO)

HSI 
(HKD) 

DJI
(USD)

BACM0 
(AUD) 

Aust. water 
entitlements  
(AUD) 1.00 -0.07 0.03 0.04 -0.06 0.13 -0.01

ASX 200 (AUD) -0.07 1.00 0.74 0.67 0.65 0.71 -0.28

FTSE 100 (GBP) 0.03 0.74 1.00 0.76 0.66 0.77 -0.25

DAX (EURO) 0.04 0.67 0.76 1.00 0.65 0.76 -0.31

HIS (HKD) -0.06 0.65 0.66 0.65 1.00 0.68 -0.36

DJI (USD) 0.13 0.71 0.77 0.76 0.68 1.00 -0.37

BACM0 (AUD) -0.01 -0.28 -0.25 -0.31 -0.36 -0.37 1.00

UNCORRELATED RETURNS

• This table sets out the correlation 
of water returns (as measured by 
the Aither Entitlement Index) with 
major equities indexes and bonds 
between 2008 and December 
2018.

• Australian water returns display 
negative correlation with any of 
these indexes and low correlation 
with bonds.

• Investment in water entitlements 
provides uncorrelated 
diversification.

Water returns are uncorrelated to other investment classes

14

10-YEAR CORRELATION
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STRONG UNDERLYING TRENDS

All dollar values are in AUD unless otherwise specifically stated.

• Permanent supply is fixed within 
the “cap and trade” model.

• Supply available for consumptive 
use has  decreased with the 
ongoing Government buy-back 
program to support environmental 
requirements.

• The Government has purchased 
both High Security (31%) and 
General Security (27%) 
Entitlements.

• There are now 31% less High 
Security rights available, which are 
key to long-term water security 
particularly for permanent 
plantings. 

Permanent water supply has been declining…
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SMDB ENTITLEMENTS ON ISSUE FOR CONSUMPTIVE USE
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All dollar valuesare in AUD unless otherwise specifically stated.
Source: Aither / ABS

• Demand (usage) trends are 
shifting towards more 
permanent crops (grapes, fruit 
and nuts).

• Such crops require more water 
as they mature but are higher 
value and can therefore afford 
to pay more for water.

• This shift to higher margin,  
permanent plantings, together 
with the intensification of 
agriculture is steadily driving up 
entitlement values.

STRONG UNDERLYING TRENDS…while demand continues to increase…
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Dormancy of annual 
production post 
millennium drought.

The difference between total 
allocation, and allocation available 
to Irrigators.

These planting are less 
flexible to respond to 
allocation variances 
year-on-year.

ALLOCATION AND USAGE BY INDUSTRY IN SMDB REGION
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• Industry estimates and 
forecasts indicate a significant 
increase in permanent plantings 
with inelastic demand.

• The graph now shows the future 
demand expected from the 
plantings in the ground now, 
when they reach full maturity 
over the next 5-7 years. 

• If the region experiences 
drought conditions similar to 
those in 2007-2009, there is 
expected to be even less 
available water since the 
Government has bought back 
entitlements (the allocation on 
these rights is no longer in the 
market and available for 
irrigative use).

STRONG UNDERLYING TRENDS…while demand continues to increase…
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Volume of allocation 
available in 2007-09 
(drought).

Volume of allocation expected in 
future under similar conditions (i.e. 
taking into account Govt buy-back).

ALLOCATION AND USAGE BY INDUSTRY IN SMDB REGION

DRY WET AVG DRY WET DRY

Forecasted demand of current 
permanent plantings when at maturity.



STRONG UNDERLYING TRENDS…case study: almond industry
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• Australian bearing almond 
orchard size has grown 14.9x 
since 2000, with over 15,000ha 
planted between 2016 and 2018 
alone.

• At planting stage, trees demand 
3ML/ha, and build up to 14ML/ha 
at maturity (6+ years).

• At full maturity, this equates to a 
total industry demand (assuming 
no further plantings) of ~630GL of 
water to sustain production.

• This equals ~8% of total 
entitlements on issue and ~28.2% 
of High Security entitlements 
available to Irrigators; this could 
represent a higher percentage 
depending on annual allocation 
volumes. 

http://www.theland.com.au/story/5226905/favourable-projections-for-australian-cotton/?cs=4936 

Source: Australian Almonds, Orchard Size Statistics

Indicator of long-term future 
demand for water resource.

ALMOND PLANTING AND WATER DEMAND
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OPPORTUNITY

20%

8%

72%

Commonwealth Portfolio State Holdings For Consumptive Use

• Duxton Water has focused entitlement acquisition in the Southern Murray 
Darling Basin region of Australia. The MDB has a total of 7,549,881 ML of 
water entitlements on issue within its interconnected water systems, 
with an estimated value of A$20.2 billion1. 

• As at 30 June 2018, 20% of this volume (1.5m ML) is held within the 
Commonwealth Environmental Water Holdings (“CEWH”) and is 
unavailable for irrigative use. A further 8% is held by the respective 
States. 

• This leaves 72% of the system available to investors and producers; at 
present roughly 4%-5% of entitlement holders are ‘investor type’ and the 
remainder are primary producers2.

• Duxton’s position at 31 December, excluding assets in the pipeline for 
acquisition, represents an estimated ~1% of the entitlements available 
for consumptive use. 

• The Company is scalable beyond its current ~1% market share, with an 
active water market, minimal fixed costs, and the ability to expand the 
portfolio beyond the Southern Murray Darling Basin into other Australia 
water regions.

1 Aither – Water Markets Report 2017-18 review and 2018-19 outlook
2 Commonwealth Environmental Water Holding, The Living Murray, New South Wales Office of Environment and Heritage, as at 18 February 2018

3https://www.mdba.gov.au/managing-water/environmental-water/progress-water-recovery

4 https://www.smh.com.au/environment/at-great-risk-13-billion-murraydarling-plan-headed-for-failure-report-says-20171129-gzv344.html

OWNERSHIP OF ENTITLEMENTS IN SMDB REGION



INVESTMENT HIGHLIGHTS

Australia’s only pure listed water play with a strong track record

Strong underlying trends supporting future growth in water prices

1

A unique asset class with low correlated returns

Growth opportunities in a large market with largely fixed costs 

Experienced management team and investment in resources for global growth

Multiple sources of return3

4
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Shift to High Value Crops

• This graph shows the Aither
Entitlement Index over the period 
from July 2008 to December 2018.

• The Aither index tracks the change 
in weighted capital value of a group 
of major water entitlement types 
across the southern Murray-Darling 
Basin.

• The graph indicates the movement 
in values since 2014, driven by 
major increases in permanent crop 
plantings.

• Entitlement values have seen a 
Compound Annual Growth Rate 
(CAGR) of 51.3% over the past two 
years. Since the inception of the 
Index (10 years), a 6.72% CAGR has 
been observed. 

STRONG UNDERLYING TRENDS

24

ENTITLEMENT PRICING – AITHER ENTITLEMENT INDEX



All dollar values are in AUD unless otherwise specifically stated.
Source; Aither 2016

STRONG UNDERLYING TRENDS
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PRICE INELASTICITY OF DEMAND – CUT-OFF PRICE
• Market prices provide a signal for water 

users to consider the opportunity costs 
of their water-use decisions. Water 
moves to it’s highest and best use. 

• Different agricultural industries have 
different opportunity costs and 
elasticities of demand. 

• Cut-off water price is the price of water 
($/ML) such that production for the given 
industry is no longer profitable.

• Elasticity of Demand: 

• Grapes: -0.5

• Fruits and Nuts: -0.4

• Rice: -1.9

• Cotton: -1.3

• Dairy: -1.3
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All dollar values are in AUD unless otherwise specifically stated.
1 Aither Entitlement Index as at 31 December 2018 and 31 December 2016.

STRONG UNDERLYING TRENDS

26

ENTITLEMENT PRICING

• The steady growth in the water 
entitlement prices over the last 
two-years is driven by long-term 
interest from investors and 
corporate agricultural 
enterprises, resulting from the 
opportunities for land-use change 
to cotton, nuts, and other high-
value irrigated crops.

• Since 2008, Aither suggest the 
compound annual growth rate of 
entitlements has been 6.72%.

• In just the last 2 years, 
entitlements have seen an uplift 
in value of 51.03%.1

• The extent of plantings of nuts 
and fruit trees now indicates 
growing long-term demand, for 
high security water assets.
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STRONG UNDERLYING TRENDS
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ALLOCATION PRICING
• Allocation pricing is highly dependent on 

climatic conditions; the rainfall, 
combined with storage levels, 
determines volume of physical water 
available each year.

• The floor price is expected to increase 
given the industry shift towards higher-
margin crops like Cotton, and toward 
permanent plantings.

• This graph shows the allocation prices of 
3 entitlements over the lifetime of 
Duxton Water. 

• Prices have been as low as $20/ML in the 
very wet winter and spring of 2016/17. 
They normalised around $160/ML in 
2017/18 with more average weather 
conditions. 2018 year saw prices 
increase to $200/ML at the end of the 
water year.  

• Allocation is now trading at $500 to 
$700/ML with parts of the region 
declared to be in drought conditions.
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