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or any part of this article. Any valuations, projections and forecasts contained are based on a number of assumptions and estimates and are subject 
to contingencies and uncertainties. Different assumptions and estimates could result in materially different results. The Bank does not represent or 
warrant that any of these valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met. Past performance is not a 
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companies described in the article and their associates. All material presented in this article, unless specifically indicated otherwise, is under copyright 
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referred to herein, and may at any time make purchases and/or sales in such interests or securities as principal or agent, including selling to or buying 
from clients on a principal basis and may engage in transactions in a manner inconsistent with this article.

Unless agreed separately, we do not charge any fees for any information provided in this presentation. You may be charged fees in relation to the 
financial products or other services the Bank provides, these are set out in the relevant Financial Services Guide (FSG) and relevant Product Disclosure 
Statements (PDS). Our employees receive a salary and do not receive any commissions or fees. However, they may be eligible for a bonus payment 
from us based on a number of factors relating to their overall performance during the year. These factors include the level of revenue they generate, 
meeting client service standards and reaching individual sales portfolio targets. Our employees may also receive benefits such as tickets to sporting 
and cultural events, corporate promotional merchandise and other similar benefits. If you have a complaint, the Bank’s dispute resolution process can 
be accessed in Australia on phone number 132221 or internationally 61 2 98417000.
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In the UK: This document is made available in the UK only for persons who are Eligible Counterparties or Professional Clients, and not Retail Clients 
as defined by Financial Conduct Authority (FCA) rules. The Bank is registered in England No. BR250 and authorised by the Prudential Regulation 
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business authorized by Japan Financial Services Agency. 
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is not less than HK$500,000 or its equivalent in another currency. Neither this document nor any part of it is, and under no circumstances are they 
to be construed as, a prospectus (as defined in the Companies Ordinance) or an advertisement of securities in Hong Kong. The products have not 
been, nor will they be, qualified for sale to the public under applicable Hong Kong securities laws except on a basis that is exempt from the prospectus 
requirements of those securities laws. Minimum Investment Amount for Hong Kong Investors: HK$500,000

In the USA: The Bank is authorized to maintain a Federal branch by the Office of the Comptroller of the Currency. This document is made available 
for informational purposes only. The products described herein are not available to retail investors. NONE OF THE PRODUCTS DESCRIBED ARE 
DEPOSITS THAT ARE COVERED BY FDIC INSURANCE. This product is not suitable for investment by counterparties that are not “eligible contract 
participants” as defined in the U.S. Commodity Exchange Act (“CEA”) and the regulations adopted thereunder; or (ii) entities that have any investors 
who are not “eligible contract participants.” Each hedge fund or other investment vehicle that purchases the products must be operated by a registered 
commodity pool operator as defined under the CEA and the regulations adopted thereunder or a person who has qualified as being exempt from such 
registration requirement. CBA cannot execute swaps with any US person unless our counterparty has adhered to the ISDA Dodd Frank protocol. 

2 Debt Market Update



Contents
4 Introduction 
6 2013 in Review
8 Syndicated Loan Market
8  Australia and New Zealand loan 

volume analysis

12  Leveraged Finance and Private 
Equity

14 Project Finance

15 Investor Snapshot

18  Asian Loan Market

25  Europe, the Middle East  
and Africa (EMEA) and the  
US Loan Market

30 Debt Capital Markets
36 Securitisation Market
41 Equity Capital Market
43 Industry Spotlight
44  Agriculture, Forestry and 

Environmental Products

45 Business Services

46 Energy and Power 

48 Financial Services

49 Food and Beverage

50 Healthcare

52 Infrastructure

53  Leisure, Gaming and 
Entertainment

54  Media and  
Telecommunications

56 Metals, Mining and Equipment

58 Property and Construction

60 Retail

61  Transport, Services  
and Equipment

62 Outlook for 2014 
63 Contacts 

Introduction 
Right Place, Right Time.4

Industry Spotlight 43

3Debt Market Update



This Debt Market Update is built  
on the success of our Loan  
Market Update, which we have 
been producing each year for the 
last decade. 

Over the past year, we have worked 
towards creating a ‘one solution’ 
approach to raising debt through the 
Commonwealth Bank, by combining 
the Debt Capital Markets, Debt 
Securitisation and Loan Syndication 
groups into one Debt Markets team. 
This new publication reflects this 
consolidation, and I hope it provides 
you with the broad insights and 
information about debt issuances 
you need. 

We have decided upon the title 
Right Place, Right Time as we 
believe that at this moment, the 
markets favour borrowing clients 
with liquidity, attractive terms 
and conditions, and continued 
price compression. Furthermore, 
Australia is still in a relatively strong 
position globally and has been able 
to maintain this despite worldwide 
macro-economic turmoil. This 
certainly puts us in the right place 
for now, which means it is the right 
time for borrowers to assess and 
access the various debt markets 
available to support their growth 
and refinancing requirements. 

What happened in 2013? It was 
a relatively benign year but there 
were some ups and downs for 
the Australian dollar, interest rates 
and equity markets. The Australian 
dollar traded in a range of 17 cents, 
from a high of US$1.06 to a low of 
US$0.89. The eventual fall in the 
Australian dollar at the end of 2013 
was due to a combination of factors, 
including two interest rate cuts by 
the Reserve Bank of Australia (RBA) 
in May and August – reducing rates 
from 3.0% to 2.5% – and the  
US Federal Reserve preparing 
to taper quantitative easing. We 
saw a 15% rally in the equity 
markets – taking them over 5,000 – 
although there are some questions 
regarding whether earnings will 
improve sufficiently in the near 
term to support these valuations. 
With interest rates so low, cash is 
looking for a home that produces 
a better return, so equities were 
favoured over bonds in 2013.

Notwithstanding the economic 
backdrop, debt markets 
continued to help Australian and 
New Zealand corporates meet 
their funding requirements for 
upcoming maturities and other 
corporate activities. Borrowers 
across Australia and New Zealand 
raised over US$140 billion of debt 

across domestic and offshore loan 
and bond markets. With earnings 
growth under pressure, corporates 
addressed maturities earlier to 
take advantage of the lower cost 
of debt, bolstering their balance 
sheets and reducing interest 
costs. Increasingly, corporates are 
carrying higher levels of liquidity to 
allow them to turn their minds to 
their corporate growth strategies. 

In fact, in the last quarter the 
syndicated loan market raised just 
over US$45 billion, accounting for 
just under half of the market’s total 
volume for 2013. The syndicated 
loan market will continue to be a 
major source of liquidity, as global 
banks return to Australia and the 
four major domestic banks continue 
to look at opportunities to support 
their clients’ balance sheets. 

Domestically, 2013 marked a  
year of development for the A$ 
Medium Term Note (A$ MTN) 
market. Over the course of the 
year, the market demonstrated it 
could deliver competitive pricing, 
benchmark volumes along the 
credit spectrum and interest from 
investors in seven year tenors.  
The market’s development was 
marked by 11 inaugural corporate 
issuers launching A$ MTNs for 

Right Place,  
Right Time.
With the Commonwealth Bank committed to changing the game I am pleased to 
present our first annual Debt Market Update, combining a comprehensive overview  
of the syndicated loan, bond and securitisation markets. 

Introduction
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A$3.5 billion in total. Offshore capital 
markets have seen more activity 
from Australian corporates in the 
past two to three years, with issuers 
attracted by the diversification and 
tenor offered.

Project financing remained relevant 
among banks and investors are 
keen to support mature assets 
although there are challenges in 
developing and financing new 
assets. The market will need to 
fund some major projects in 2014.

The securitisation market had its 
strongest year since the GFC with 
record issuance levels in excess 
of $31bn across RMBS and ABS. 
With significantly tighter pricing and 
an improving regulatory outlook, 
the securitisation market in 2014 is 
going to be increasingly attractive 
to issuers and investors alike with 
innovation to be a key theme.

Offshore capital markets continued 
to offer Australian corporate 
issuers attractive terms and 
tenor throughout 2013. We saw 
opportunities for sub–investment 
grade credits in the Term Loan B 
market at the beginning of 2013, but 
the US Private Placement (USPP) 

market was again the mainstay 
supplier of offshore term funding 
for Australian corporates, with 17 
issuances throughout the year. 

What do we believe will happen in 
2014? In general, there will be good 
liquidity for corporate borrowers. 
But as Australia moves away from 
being a resource-led economy 
and the focus turns to the non-
resources sector, some industries 
will find it harder to raise funds than 
in the past. Nevertheless, corporate 
Australia should be able to 
manage the refinancing task; many 
corporates are preparing for soft 
sector conditions by cutting costs, 
deferring projects and curbing 
expansion plans.

Finally, we would like to thank our 
clients and investors for attending 
the various events we hosted in 
2013. We were particularly excited 
to host a USPP conference in 
Byron Bay, as it provided an 
excellent opportunity for borrowers 
and US investors to discuss market 
innovation. We hope you enjoy 
this year’s Debt Market Update – 
Right Place, Right Time – and look 
forward to working with you to 
achieve financial success in 2014. 

Simon Ling 
Head of Debt Markets 
Origination

“ Australia is still in a relatively 
strong position globally, and has 
been able to maintain this despite 
worldwide macro-economic turmoil. 
This certainly puts us in the right 
place for now, which means it 
is the right time for borrowers to 
assess and access the various debt 
markets available to support their 
growth and refinancing.”
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The Australian Landscape
Domestically, the Australian people 
voted the Coalition into power, 
putting the country under new 
management as of September 2013. 
The Labor Party stepped down, 
after coming into power in 2007 
and undergoing two subsequent 
leadership changes in 2010 and 
2013. Once the September 2013 
election results were in, the Labor 
leadership changed again; Kevin 
Rudd stepped down and Bill 
Shorten was appointed as leader 
shortly thereafter.

On the economic front, Australia 
is now shifting its focus from the 
mining and resources sector to 
other business sectors such as 
property and construction. There is 
a particular focus on infrastructure, 
in the hope that it will support 
economic growth and rebalancing 
growth drivers to encourage an 
upward economic trend.

The lower Australian dollar will 
help boost the non-mining and 

non-resources sectors, and enable 
more sustainable and balanced 
economic growth. In 2013, the 
Australian dollar fell about 15% as 
the RBA announced two rate cuts 
– reducing the cash rate from 3.0% 
to 2.5% – and the US central bank 
announced it was dialling back 
monetary stimulus. The RBA has 
implemented a total of 225 basis-
point reductions since it embarked 
on its current rate-cutting cycle in 
November 2011. Lower borrowing 
costs have driven up home prices, 
which will likely have a positive 
impact on the property and 
construction sector in 2014. The 
fall in the Australian dollar is a relief 
to exporters and manufacturers, 
although RBA Governor Glenn 
Stevens has said the Australian 
dollar is still “uncomfortably high”, 
and the RBA Board did not rule 
out the possibility of further rate 
cuts in 2014 if these are deemed 
appropriate to support sustainable 
growth in economic activity.

2.00

2.25

2.50

2.75

3.00

3.25

3.50
%

Feb Apr Jun Aug
2013

Oct Dec

RBA Cash Rate

Source: Reserve Bank of Australia 

2013

Jan Mar May Jul Sep Nov
0.75

0.80

0.85

0.90

0.95

1.00

1.05

1.10
$

AUD vs USD 

Source: Bloomberg

2013 in Review
2013 was a year of change and challenges; domestic and global events affected 
funding markets, but confidence returned. 

Jan NovOctSepAugJul

2013

JunMayAprMarFeb Dec

April 4 Bank of Japan announces 
they will increase asset purchasing 
plans by $1.4tn USD

Dec 18 Ben Bernanke announces 
that the US govt would pump $10b 
less into the economy every month
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Mar 17 Cyprus  holds emergency 
bailout session in parliament and 
banks shut

May 27 Ben Bernanke unveiled his 
plan for tapering quantitative easing 
in the US

Sep 7 Coalition 
govt elected in 
Australia 

Oct 1 US Congress failed 
to pass a budget causing 
shutdown of the US govt

Source: Bloomberg, CBA 

Presented with falling interest rates, investors went in search of higher yields. Investors turned their attention to 
equity markets, which rallied from a low of 4700 and finished the year at 5352. 
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Credit Default Swap  
(CDS) Spreads
iTraxx Australia increased in the 
first half of 2013, as the US looked 
to taper quantitative easing. 
However, iTraxx Australia finished 
2013 at the tightest level of 97.5 
basis points (bps), rallying 20 bps 
for the year.

Credit Ratings
In 2013, credit rating profiles 
generally weakened; Standard 
& Poor’s in Australia issued 13 
downgrades in the industrial 
sector and 11 in the utilities sector, 
compared to 7 upgrades in the 
industrial sector and 9 in the utilities 
sector. Major downgrades included 
Qantas (from BBB- to BB+), 
reflecting increased competition 
in the airline industry, Origin 
Energy (from BBB+ to BBB), 
EnergyAustralia (from BBB to 
BBB-) and Orica (from BBB+ to 
BBB). Transurban was among 
the major upgrades (from BBB+ to 
A-), reflecting its dominant market 
position in Australia and the maturity 
of its road assets. Standard & Poor’s 
expects a stable credit outlook for 
Australian corporates in 2014, with 
an easing negative bias asserting 
that the key risk to Australia is 
external market disruptions – 
including the US debt ceiling issues, 
a reversal on Europe’s economic 
recovery or a slowdown in China’s 
economic fortunes.

Credit Ratings Analysis
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International Focus 
For the first time in 17 years, the 
US Government was forced to shut 
down as a result of Congress failing 
to pass a budget before the start 
of the financial year on 1 October. 
President Barack Obama ended the 
shutdown by signing legislation that 
raised the Treasury Department’s 
borrowing authority with a 
temporary budget until 15 January 
2014 and extends the country’s 
borrowing authority until 7 February.

Another key influence coming out 
of the US was the plan to taper 
quantitative easing. However, 
global markets rebounded on 18 
December in response to news 
that the US Federal Reserve would 
defer these plans. The central bank 
will look to reduce its monthly asset 
purchases by US$10 billion to a 
total of US$75 billion. The stronger 
US economy that lies behind this 
tapering is a positive for Asian 
export markets and benefits global 
growth more broadly.

Looking to China, the world’s 
second-largest economy grew by 
7.6% in 2013. With the Chinese 
economy looking set to remain on 
its current 7.0%–7.5% growth path, 
the focus now turns to the quality of 
growth going into 2014. Growth for 
the Asia-Pacific region will be in line 
with what we saw in 2013, as US 
and global trade growth recover, 
and gains are concentrated in 
the more open ‘tiger’ economies 
of Hong Kong, Singapore, South 
Korea and Taiwan.

The view on Europe’s economy 
has improved over the course of 
2013; however, there is a general 
awareness that the region still has 
its challenges to overcome. Fragile 
economic conditions are likely to 
prevail in Europe at least for the 
foreseeable future; the region’s 
structural weaknesses, broken 
credit channels, and high levels of 
indebtedness and unemployment 
are not subsiding at a substantial 
pace. The European Central Bank’s 
comprehensive assessment of 
Eurozone banks and the start of 
the US Federal Reserve’s tapering 
program will be key events for 
Europe in 2014.

With most of Australia’s major trading 
partners on track for a positive 
2014, Australia remains well placed 
for growth. The local economy 
continues to perform well in the wake 
of the global financial crisis (GFC), 
and is in a good position to weather 
any external shocks.

Standard & 
Poor’s expects 
a stable credit 
outlook for 
Australian 
corporates  
in 2014.

The lower Australian dollar will help boost the  
non-mining and non-resources sectors, and enable 
more sustainable and balanced economic growth.
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Australia 
The Australian loan market volume 
for 2013 was US$95.03 billion, 
slightly down (by 1.7%) on the 
2012 volume of US$96.67 billion 
– although 2012 did include the 
US$20 billion Inpex Ichthys LNG 
Project transaction. The sluggish 
start to the year resulted in  
lower first-half volumes compared 
to the same period in 2012; 
however, if we analyse data back 
to 2009 we can see that first-half 
volumes are typically lower than 
second-half volumes. 

Australian Loan Volumes
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By dissecting volumes even 
further, we can see that although 
Australian loan market volume by 
dollar amount was down on 2012, 
the deal count was significantly 
higher: 192 transactions were 
closed in 2013, compared to 148 
in 2012. This higher deal count but 
lower volume means an average 
transaction size of just under 
US$495 million, compared to 
US$658 million in the previous year.

It was a busy Christmas for 
borrowers and lenders; 46 
deals were closed in December, 
contributing US$24.5 billion in loan 
volume. The larger transactions 
completed during December 
were predominantly in the 
property and healthcare sectors, 
by household names including 
Lend Lease (two transactions: 
A$520 million and A$355 million), 
Charter Hall (A$1 billion), Cbus 
(A$560 million), Ramsay Health 
Care (A$2.2 billion) and Plenary 
Research (A$233 million). Other 
notable transactions were signed 
by EnergyAustralia Holdings 
(A$2.1 billion), Macquarie Group 
(US$1.82 billion), BIS Finance 
(A$950 million) and Recall 
Holdings (US$800 million).

Over half (around 51%) of the 
total volume by dollar amount 
came from the energy and power, 
infrastructure, and property and 
construction sectors, with each 
of these sectors representing 
approximately 17% of total volume. 

Fifty-five per cent of the total volume 
was completed via club facilities 
and 45% via syndicated facilities. 

New Zealand
New Zealand saw a rise in loan 
volume to US$11.91 billion in 2013 
– an increase of almost 31% on the 
2012 volume of US$8.22 billion.  
It was therefore unsurprising to see 
that the number of deals closed also 
increased year on year, from 38 in 
2012 to 49 in 2013. Rounding out the 
trifecta was an increase in average 
deal size to US$243 million in 2013, 
up from US$216 million in 2012. 

Notable transactions included  
Ryman Healthcare (NZ$486 
million), Fletcher Building (NZ$725 
million), Chorus Limited (NZ$1,350 
million), Sky Television (NZ$400 
million) and Port of Tauranga 
Limited (NZ$280 million).

Syndicated Loan  
Market

Although Australian loan market 
volume by dollar amount was 
down on 2012, the deal count 
was significantly higher.

Australia and New Zealand Loan  
Volume Analysis 
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Just over 50% of New Zealand’s 
total transaction volume came from 
the healthcare (11%), media and 
communications (15%), and property 
and construction (24%) sectors.

Eighty-one per cent of the total 
volume was completed via club 
facilities and 19% via syndicated 
facilities. 
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Once again, refinancing was the key 
driver of activity in 2013, representing 
an impressive 72% of total loan 
market volume. This is significantly 
higher than the 55% of total volume 
attributable to refinancings in 2012. 

With volumes and activity low, 
those that did access the market 
– particularly investment-grade 
borrowers – were met with ample 
liquidity, leading to a number of 
oversubscribed transactions. This 
environment presented borrowers 
with a window of opportunity to 
achieve optimal pricing and execution 
in securing loan market funding.

Some significant refinancings 
completed in 2013 included: 

 › Mirvac’s A$1.7 billion two-,  
four- and five-year club deal

 › Aurizon’s A$2.5 billion three- 
and five-year syndicated facility

 › Origin Energy’s A$6.6 billion 
four- and five-year syndicated 
facility

 › AquaSure’s A$3.7 billion three-, 
five- and seven-year syndicated 
facility

 › Vodafone Hutchison’s US$3.5 
billion one-year club bridge facility

 › Macquarie Group’s US$1.8 
billion five-year club facility.

Delving into the numbers a little 
further indicates that project finance 
only made up 5% of total volume in 
2013, which is a steep decline on 
the 29% of volume it contributed 
in 2012. The remaining 24% of 
total volume came from acquisition 
funding, leveraged buyout (LBO), 
and corporate purposes or ‘new 
money’ transactions. 

With volumes 
and activity 
low, those that 
did access 
the market... 
were met 
with ample 
liquidity.

Australia and New Zealand 
Loans Tenor Analysis
Loan tenors trended towards 
the more traditional three- and 
five-year terms in 2013, after a 
boom of project finance deals in 
2012 saw 33% of volume going 
towards terms of more than six 
years. These two loan categories 
accounted for 62% of all loan 
market volume in 2013, up from 
38% in 2012 and more in line  
with the traditional post-GFC 
market trend.

The redirection back to three- and 
five-year terms in 2013 reflects 
the sharp drop in project finance 
facilities (which are traditionally for 
longer tenors), and a continued lack 
of shorter term bridge facilities on 
the back of continued low merger 
and acquisition (M&A) activity. 

Tenors of more than six years 
continued to be dominated by 
project finance deals. Only a few 
corporates chose to access loans 
of this tenor, and those that did had 
strong infrastructure characteristics.

Key deals included:

 › Ichthys LNG Pty Ltd’s US$1.5 
billion 16-year syndicated facility 
to refinance existing shareholder 
loans in relation to the US$34 
billion Inpex Ichthys LNG project 
in Western Australia

 › The Darling Harbour Live 
consortium’s A$1.33 billion 
eight-year syndicated facility 
to finance the construction, 
operation and maintenance of 
the Sydney Convention Centre

 › The Exemplar consortium’s 
A$809 million seven-year 
syndicated facility as part of 
its winning bid for the Bendigo 
hospital private–public partnership

 › Adani Abbot Point Terminal 
Pty Ltd’s A$790 million 
syndicated facility, which 
included a A$170 million seven-
year tranche in addition to three- 
and five-year tranches

 › Plenary Research Pty Ltd’s 
A$233.5 million seven-year 
syndicated facility to refinance 
an existing 2009 deal.
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Three and five-year tenors are 
expected to again make up the 
majority of loans in 2014. However, 
a plethora of public–private 
partnership (PPP) transactions 
(including the Transmission Gully 
Motorway in New Zealand, as well 
as several school and road deals 
across Australia) and the long-
awaited US$10 billion Roy Hill iron 
ore development are expected to 
drive an increase in transactions with 
a tenor of more than six years. Along 
with the long-awaited upturn in M&A 
activity forecast by many market 
commenters, bridge financing is also 
expected to rebound to more normal 
market levels following several years 
of lower volumes. 

Australia and New 
Zealand Transaction 
Size Analysis
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The average loan transaction 
size in 2013 was US$444 million, 
compared to US$567 million in 
2012. However, continuing a trend 
from 2012, a significant number 
of completed transactions (35% 
by volume and 61% by number of 
deals) were in the range of US$100 
million to US$500 million. 

2013 saw the completion of six 
transactions in excess of US$2 
billion, collectively representing 
around 20% of total loan volume. 
Borrowers in this category included 
Origin Energy, AquaSure, 
Vodafone Hutchison, Lend 
Lease, Aurizon and Ramsay 
Health Care. 

Australia and New 
Zealand Pricing Analysis

Margins only 
went one way 
in 2013: down.

They say every picture tells a story, 
and the graphs below speak for 
themselves. Margins only went 
one way in 2013: down. Generic 
corporate pricing for BBB-rated 
(or equivalent) credit over three 
years was down by around 30 
bps per annum (p.a.), from around 
160 bps p.a. in December 2012 to 
around 130 bps p.a. in December 
2013. The margin decrease was 
even greater for the five-year 
tenor; generic pricing was down 
by around 40 bps, from around 
200 bps p.a. in December 2012 to 
around 160 bps p.a. in December 
2013. This may be predominantly 
attributable to the lower loan 
volumes in 2013 compared to 
the last two years, coupled with 
an abundance of liquidity from 
lenders, particularly for investment 
grade borrowers. 

1.0

1.5

2.0

2.5

3.0

Mar
12

Jun
12

Sep
12

Dec
12

Mar
13

Jun
13

Sep
13

Dec
13

A- BBB+ BBB BBB-

%

Three-Year Indicative 
Corporate Pricing Spreads

Source: CBA

1.0

1.5

2.0

2.5

3.0

%

Mar
12

Jun
12

Sep
12

Dec
12

Mar
13

Jun
13

Sep
13

Dec
13

A- BBB+ BBB BBB-

Five-Year Indicative 
Corporate Pricing Spreads

Source: CBA

On top of the margin compression, 
we also saw the bank bill swap rate 
(BBSY) at its lowest levels since 
January 2008, hovering at around 
2.60%–2.70%. This effectively 
translated into a double win for 
borrowers and most BBB-rated  
(or equivalent) borrowers were able 
to borrow funds in the loan market 
for a tenor of three years at an 
all-in cost of borrowings between 
4% and 5% p.a. Many borrowers 
with impending maturities took 
advantage of these favourable 
pricing conditions. Borrowers with 
a considerable amount of tenor 
remaining also chose to refinance 
early, where pricing conditions 
made it favourable to do so.
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Who can look after
the big deals?
CommBank Can.
Our team can arrange and manage complex deals involving multiple parties and jurisdictions. We can 
develop innovative financing structures tailored to your requirements, using our comprehensive suite of 
Total Capital Solutions.

Backed by rich analytics, a global network of experts and a deep commitment to high-quality service, 
we’ll help you realise your ambitions.

Find out how we can change the game for you. 
Contact Simon Ling on +61 2 9118 6463
or visit commbank.com.au/debtmarkets

Commonwealth Bank of Australia ABN 48 123 123 124

EnergyAustralia

A$2,100 million

Syndicated Facility

Mandated Lead Arranger, 
Underwriter and  

Bookrunner

PRIMARY Health Care Ltd
A$1,250 million

Syndicated Facility
Mandated Lead Manager 

and Bookrunner

Healthscope
A$305 million

Healthscope Subordinated
Notes II

Joint Lead Manager and 
Bookrunner

Optus
A$300 million

Joint Lead Manager
Fixed Rate MTNs

Pepper Prime 2013-1 Trust

A$500 million (equivalent)

Prime RMBS

Joint Lead Manager & Cross 
Currency Swap Provider

Treasury Wine Estates 
Limited

US$250 million
Senior Notes due 2020, 

2023 and 2025
Joint Lead Agent

December 2013

November 2013

March 2013

December 2013

August 2013

November 2013



Despite a relatively benign 
domestic economic climate, a 
variety of event-driven situations 
(fear of a US debt default, slowing 
growth in China and the Australian 
federal election) seemed to 
conspire to limit new private equity 
(PE) investment activity during 
2013. However, a strong pipeline 
of portfolio company refinancings 
underpinned the market and 
provided a reasonably consistent 
flow of transactions throughout 
the year, albeit at generally lower 
margins and fees. The lack of 
‘new money’ investments – 
combined with pressure on banks 
to maintain loan portfolios in the 
face of increased competition, 
amortisation, initial public offering 
(IPO) exits and offshore capital 
market transactions – resulted 
in financing packages that 
exhibited more flexible terms and 
competitive pricing. 

Market Sentiment
Driven by limited new investment  
deal flow and portfolio pressure from 
offshore capital market executions 
and IPO exits, the Australian 
leveraged loan market became more 
issuer-friendly, as lenders competed 
more vigorously for limited deal flow. 
Additionally, the number of lenders 
active in the Australian leveraged 
finance market stabilised, and liquidity 
increased due to growing interest 
from offshore lenders, increased 
use of the balance sheet among 
investment banks and a growing 
cadre of institutional loan investors.

As a result, lenders have become 
increasingly comfortable with slightly 
higher leverage, loosening terms  
and conditions, and tighter pricing. 
Reflecting the more positive market 
sentiment and increased liquidity, 
the availability of underwriting has 
increased. Although PE sponsors 
do not always call for underwriting, 
it nevertheless has become a more 
prevalent offer. 

Key Deal Metrics
Despite the recent lack of new 
leverage buyout transactions 
compared to prior years, the terms 
and leverage achieved on recent 
refinancings (including dividend 
recapitalisations) augur well for 
issuers pushing the boundaries of 
recent leverage levels. Having said 
that, the net benefit of this market 
improvement was felt primarily 
by strong, defensive, cash flow-
generating businesses. Generally 
speaking, senior leverage for 
borrowers with defensive business 
models remained around four 
times earnings before interest, 
tax, depreciation and amortisation 
(EBITDA), although particularly 
strong counterparties achieved 
more aggressive levels.

In addition to more issuer-friendly 
terms, pricing and market capacity 
improved during the course of 
2013. Reflecting overall loan market 
dynamics – including but not limited 
to supply and demand imbalances 
– pricing experienced some level 
of pressure. However, this largely 
occurred in refinancings, 

as issuers elected for shorter 
tenors so they could engage  
with the existing lending 
syndicates and achieve lower  
all-in costs. In terms of capacity, 
the market improved during  
2013, as domestic lenders 
remained active and institutional 
loan investors and investment 
banks became more active. 

Additionally, a limited volume of 
‘new money’ deals increased the 
likelihood of lenders participating 
in transactions, which manifested 
in underwritten transactions being 
well subscribed. Hold levels on 
‘new money’ leveraged transactions 
remained relatively consistent 
throughout the year; domestic and 
international banks demonstrated 
an appetite in the A$50 million to 
A$75 million range, while institutional 
loan investors and offshore lenders 
typically committed at a lower 
quantum. On the other hand, in 
many cases hold levels increased 
for refinancings of existing leveraged 
names, driven by traditional lenders 
attempting to offset portfolio erosion 
and investment banks entering 
syndicates to position themselves 
for mandates on PE investors’ 
eventual exit.

Structurally, support for capital-
intensive and acquisitive business 
models remained intact; capital 
expenditure and acquisition facilities 
remained a key feature of many 
transactions. Lenders became more 
flexible throughout the year, providing 
bespoke solutions with features such 
as uncommitted ‘accordion’ facilities,

Leveraged finance and private equity
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provisions for facilities to remain 
in place following IPOs, and the 
ability to include subordinated 
mezzanine debt after closing. 
Lenders also demonstrated an 
increased willingness to work 
with borrowers on structural 
issues, including providing more 
covenant flexibility, while retaining 
a clear preference for disciplined 
standards on equity distributions; 
market disruption provisions; 
material adverse change (MAC) 
clauses; and the assignment, 
syndication and transfer of debt.

Two notable developments 
during 2013 include an increase 
in offshore capital markets 
issuances, and increased 
financings to fund distributions 
to PE owners (dividend 
recapitalisations). Domestic 
issuers accessing the US capital 
markets (primarily the institutional 
Term Loan B and High-Yield 
bond markets) has long been 
discussed as a potential option, 
and 2013 marked the first year 
that substantial volume was raised 
by leveraged issuers outside 
the resources sector. Despite 
issuers typically having to pay 
a premium to issue into these 
markets (primarily related to 
currency hedging), several private 
equity and corporate issuers 
elected to pursue executions, 
taking advantage of ‘covenant-
lite’ structures, longer tenors 
and potentially higher leverage 
tolerance. While issuers such as 
Nine Entertainment, Spotless 
Group, Hoyts Group, Pact 
Group and Alinta successfully 
executed refinancing transactions 
during 2013, the impact of 
reduced quantitative easing on the 
US market remains an open issue 
for 2014. As foreshadowed in our 
2012 commentary, the domestic 
loan market broadly supported 
dividend recapitalisation 
transactions in 2013. 

These transactions underpinned 
leveraged loan volume, raising 
approximately A$2.5 billion of 
financing in the domestic market.

Including offshore capital markets 
issuances, financings in support 
of dividend recapitalisation 
transactions executed by Australian 
issuers totalled approximately  
A$5 billion in 2013. Among 
domestic transactions, tenors have 
remained relatively short – typically 
three years – to optimise the cost of 
financing and align with expected 
exit horizons. 

Private Equity Acquisition 
Activity
Reflecting the macro events 
referenced previously, acquisition 
activity within the Australian PE 
sector was unusually quiet, with 
only four deals of significant size 
reaching financial close during 
2013. Each of these larger 
transactions was announced 
or closed during the first half of 
the year, leaving the remaining 
six months of the year devoid 
of substantial ‘new money’ 
transactions. Contributing to 
the lack of deal flow during 
the course of the year was the 
absence of public-to-private 
(P2P) and secondary buyout 
transactions, which have 
historically represented substantial 
new investment opportunities. 
Interestingly, offshore and global 
PE buyers were the most active 
during 2013, completing three 
of the four larger transactions: 
Nextgen Networks (Ontario 
Teachers’ Pension Plan), Inghams 
Enterprises (TPG Capital) and 
Nintex (TA Associates). Unlike 
prior years, liquidity within the 
leveraged lending market was 
not a constraining factor; new 
transactions enjoyed substantial 
market support and lender liquidity.

Private Equity Exit Activity
As foreshadowed in our 2012 
commentary, PE exit activity was 
subdued for the majority of 2013. 
There was an upturn in activity as 
the IPO market re-opened late in the 
year and supported notable offerings, 
including Nine Entertainment, 
Dick Smith, Veda and OzForex. 
Trade sales and secondary buyouts, 
which have been a primary avenue 
for divestments over the past 
several years, were subdued in 
2013; notable exits included Actrol 
Parts, Envirowaste and Global 
Renewables. Over the next 12 
months, we anticipate that the pace 
of PE exits may accelerate  
as PE tests the continued health and 
receptivity of the IPO market.  
If that does not eventuate, continued 
interest from other PE firms and trade 
buyers should support a reasonable 
exit volume. 

Outlook
We expect PE sponsors to remain 
disciplined and selectively pursue 
businesses that fit their investment 
criteria and return hurdles. Having 
said that, we remain constructive 
in terms of the outlook for new 
investment activity in 2014, considering 
that successful exits via the IPO 
market and realisations via dividend 
recapitalisations should increase PE 
investor confidence to deploy capital 
after a relatively slow 2013. Additionally, 
if PE continues to explore exits via the 
IPO market, it would be reasonable to 
expect that PE will explore dual-track 
exit options, which could drive M&A 
deals. Offsetting this potential upturn 
in volume, we anticipate diminished 
financings to fund distributions as 
many of the most obvious candidates 
have already effected transactions. 

Unlike prior years, liquidity within 
the leveraged lending market was 
not a constraining factor; new 
transactions enjoyed substantial 
market support and lender liquidity.

13Debt Market Update



Project Finance 
The importance of project financing 
(PF) as a form of financing in 
Australasia is far greater than 
suggested by the loan markets 
statistics for 2013.

Eleven transactions (representing 
US$5.14 billion in debt) were new 
PF deals in 2013. Seven of these 
were wind farm financings, three 
were for PPP transactions and one 
was a natural resources deal.

In addition to these new project 
financing transactions, we saw a 
number of refinancing deals in 2013, 
including a number of existing wind 
farms (Pacific Hydro, Portland, 
Collgar and Hallet Hill 2); debt 
for the privatisation of Port of 
Botany and Port Kembla; toll-road 
financings for ConnectEast, 
Lane Cove Tunnel and RiverCity 
Motorway; PPP refinancing 
for Southern Cross Station, 
Bioscience Centre, Sydney 
Desalination Plant and AquaSure; 
and other infrastructure financings 
for Energy Partnership (Gas) Pty 
Ltd, Bluewaters Power Station, 
Pelican Point Power Station, 
Moomba to Adelaide Pipeline 
System (MAPS), and various 
ports and rail infrastructure. In 
total, including refinanced project 
financed deals, project financing 
made up a significant portion – 
nearly US$19 billion – of debt in the 
Australasian loan markets.

To take this point further, Australia 
is traditionally one of the largest PF 
markets in the world. In 2013, only 
the US PF market and possibly the 
Indian PF market were larger than 
that of Australia. Furthermore, the 
four major Australian banks – ANZ, 
Commonwealth Bank, NAB and 
Westpac – are always high on any 
global league table, and in 2013 
all four were among the top 25 PF 
banks in the world.

Traditionally the metals, mining 
and equipment (MM&E) sector has 
provided much of the PF volume 
– for example, the various LNG 
transactions in 2011 and 2012.  
This was not the case in 2013; most 
PF come from the infrastructure 
and energy and power sectors.  
This reflects the fact that many 
mining companies are now 
substantial corporations, the 
noticeable slowdown in the 
MM&E sector, and the amount of 
infrastructure financing that does 
occur in Australia.

The growing use of capital markets 
as a source of financing is an 
obvious trend. This is no different 
in the PF space, where there are 

significant offtake and concession 
arrangements, and no construction 
risks such as post-construction 
PPP transactions. Examples of debt 
capital markets (DCM) involvement 
include the AquaSure and Sydney 
Desalination Plant transactions. 

The pipeline for PF transactions 
in 2014 appears strong. The 
US$10 billion PF for the Roy Hill 
iron ore project is expected to 
close in the first half of 2014. 
There are upcoming PPPs for the 
North West Rail Link, Northern 
Beaches Hospital and Perth 
Stadium in Australia, and the 
Transmission Gully road project in 
New Zealand. 2014 will also involve 
large infrastructure financings for 
the possible Port of Newcastle 
privatisation; the privatisation of 
various New South Wales electricity 
generations assets; the M2 and M1 
Link Road project; the M4 East road 
project; and the East West link road 
project in Melbourne, which could 
be financed under a PF structure. 
Furthermore, if commodity prices 
and the exchange rate improve for 
Australian resource projects, we 
could even see the return of the 
traditional MM&E PF.

The pipeline for PF transactions 
in 2014 appears strong.

Leveraged finance and private equity in 2013.
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Investor Snapshot: Syndicated Loan Market 
Not Yet Tested
The trend from 2012 continued into 
2013 as the major Australian banks 
and offshore Asian banks continued 
to support Australian corporates’ 
funding requirements. The lack of 
‘new money’ transaction volumes 
in the syndicated loan markets and 
the increased number of participants 
providing balance sheet support 
meant that market capacity was 
not tested in 2013. In fact, many 
transactions closed oversubscribed 
and others successfully pushed the 
boundary on terms and conditions. 

Investors

Australia; 49% Canada; 3%

China; 4% European; 13%

Japan; 10% Singapore; 3%

UK; 7%

USA; 9%

Taiwan; 1%

Source: Thomson Reuters LPC

Domestically, the Australian 
banks accounted for 49% of 
commitments in the syndicated 
loan markets, slightly down from 
51% in 2012. This is no surprise, 
as some international banks that 
repatriated funds during the GFC 
returned to Australia. In addition, 
the international banks stepped up 
their level of commitment as the 
syndicated loan market saw limited 
new transactions. 

There was strong support for 
infrastructure transactions and 
investment-grade borrowers in 
2013. In the infrastructure sector, 
AquaSure saw commitments from 
Australian, Japanese, Canadian 
and French banks, and the 
transaction was subsequently 
upsized, closing at A$3.73 billion.

Origin Energy saw commitments 
from 30 banks, demonstrating the 
depth of the domestic syndicated 
loan markets. Despite the 
transaction being underwritten with 
a target amount of A$5.4 billion, 
the transaction was subsequently 
upsized to A$6.6 billion. The strength 
and depth of liquidity was not tested 
in 2013; even the largest transaction 
found strong levels of commitments.

Institutional Investors
2012 saw institutional investor 
activity developing in the syndicated 
loan markets, particularly in the 
infrastructure and project finance 
space. However, in 2013 there was 
limited activity from institutional 
investors, largely due to reduced 
margins, lack of opportunities 
from new transactions, and banks 
increasing their commitments on 
available opportunities. Institutional 
investors continued to see 
opportunity in the leveraged space 
with participations in BIS Finance, 
Genesis Care, Inghams Enterprises, 
MYOB and Fidante Partners 
Services. 

Export Credit Agencies (ECAs)
ECAs were particularly active in 
2012, due to the significant financing 
of the jumbo LNG transactions for 
the Inpex Ichthys LNG project and 
Australia Pacific LNG. ECAs will be 
particularly important in facilitating the 
successful financing of the Roy Hill 
project, due to be completed in early 
2014. In 2013, ECAs participated 
in the Sydney Desalination Plant 
refinancing, Nextgen Bidco, 
Brookfield WA Rail, Musselroe Wind 
Farm and Chorus.
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Investor Analysis by Country

Country Key observations

Chinese and  
Hong Kong banks

 › Chinese banks continue to be active in the Australian syndicated loan market 
and consistently look for opportunities to expand beyond transactions that 
involve a Chinese state-owned enterprise (SOE) or Chinese-related entity.

 › Chinese banks are committed to transactions across all sectors, including 
transport services, property, MM&E, energy and power, and healthcare.

Japanese banks  › Japanese banks are continually increasing their lending in Australia and are 
now looking at leading club and syndicated loan transactions.

 › Driven largely by the lower cost of funds, margins and returns in Australia are 
attractive for Japanese banks.

 › Japanese banks supported approximately 10% of the syndicated loan market.

 › Japanese banks continue to focus on strong investment-grade corporates 
and PF, but are considering sub–investment grade corporates as lending 
opportunities remain low.

Singaporean and  
Southeast Asian banks

 › In 2013, Singaporean banks focused on transactions in the property and 
construction, energy and power, infrastructure and transport services sectors.

 › Links to Asia were not particularly important; these banks participated in 
Village Roadshow, Ramsay Health Care and Lend Lease transactions.

Taiwanese banks  › With limited new opportunities in the Australian market, the liquidity provided 
by Taiwanese banks was not utilised to the full extent; most Taiwanese banks 
only rolled over existing maturities.

European and UK banks  › European banks have increased their activity; however, this activity is 
inconsistent and some are more active than others.

 › With the sale of the Lloyds Australian book to Westpac, Barclays PLC will be 
one of the dominating UK banks in the Australian market, especially since it 
has also established an office in Melbourne.

 › Barclays PLC was one of the underwriters for the EnergyAustralia financing 
and UBS was one of the underwriters for the Origin Energy transaction.

North American banks  › US banks were active; Bank of America Merrill Lynch, Citibank, Goldman Sachs 
and JP Morgan were in the underwriting group for the Origin Energy transaction.

 › US banks continue to be active where there are opportunities to cross-sell 
into capital market opportunities and M&A.

 › Canadian banks were selective, participating in transactions within the 
infrastructure, energy and power, property and transport sectors.

The strength and depth of liquidity was not tested in 
2013; even the largest transaction found strong levels  
of commitments.

Syndicated Loan Market
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Excluding Australia, New Zealand 
and Japan – and including all-
international currencies, RMB, NT$ 
but excluding some onshore local 
currencies – Asian lending volume 
increased by close to 65% to over 
US$350 billion in 2013, largely 
driven by robust loan activities in 
the Greater China area. The region 
also saw increased M&A and 
event-driven financing during the 
year, with a number of multi-billion 
dollar deals. The average deal size 
increased considerably to about 
US$400 million and over 1,000 
deals were completed – compared 
to 829 deals in the previous year.

After a subdued year in 2012, 
2013 saw a slow first quarter with 
borrowers continuing to diversify 
funding access to bond markets 
and bilateral deals. However, 
loan activities picked up from the 
second quarter, as already low 
pricing started to fall driven by 
more stability in the Eurozone, and 
a lack of deals pushed banks to 
compete more aggressively for 
transactions. A number of jumbo 
acquisition and PF transactions 
emerged – particularly from North 
Asia – and were completed at the 
end of 2013, setting a record year 
for volumes.

In terms of sector activities, 
transportation appeared to be 
the industry with the greatest 
loan volume, mainly due to the 
large number and jumbo size of 
infrastructure deals coming out of 
China, which were predominantly 
done in RMB and supported by 
local Chinese banks. Real estate 
came in as the second largest 

sector; real estate financing is 
traditionally a significant contributor 
to loan market activities in Asia. 
The other two sectors with major 
financing activities were industrial 
and manufacturing, and oil, gas 
and mining – particularly due to two 
acquisition financings completed by 
the Chinese oil major CNOOC Ltd.
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In 2013, strong loan growth in 
China and Hong Kong pushed 
the North Asia loan volume to 
around US$240 billion, a significant 
increase of more than 70% 
compared to 2012. Loan volume 
from this region contributed to 
close to 70% of Asia’s total loan 
volume, supported by multi-billion 
dollar M&A activity, event-driven 
transactions by Chinese companies 
in offshore markets, and a number 
of jumbo domestic infrastructure 
development projects in China. 
Noteworthy deals include the US$8 
billion refinancing loan for China’s 
e-commerce giant Alibaba Group, 
and the US$1.075 billion LBO loan 
for China’s display advertising firm 
Focus Media Holdings Ltd, the 
largest ever LBO deal from China. 
Some of the domestic project 
finance included a RMB16 billion 
(US$2.6 billion) transaction for 
metro lines in Guangzhou province, 
and a RMB12 billion (US$1.96 
billion) loan for five highways in 
Xinjiang province.

Asian Loan Market
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Most loan markets across Asia 
saw loan volume increase, with 
the exception of Taiwan and 
some of the smaller markets. 
Although Southeast Asia’s loan 
markets experienced some 
macro-economic volatilities and 
currency depreciation in India and 
Indonesia, the overall loan volume 
increased by 51% on average. 
Offshore currency loan volumes 
out of Malaysia, Thailand and the 
Philippines all set new records, due 
to the outbound investments and 
domestic growth for the latter.
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Increased M&A Financing
Excluding Australasia and Japan, 
M&A activities in Asia grew by almost 
70% to US$32.56 billion, compared 
to US$19.2 billion a year earlier. 

Hong Kong was especially busy 
with US$13.38 billion in acquisition-
related loans supporting Chinese 
companies’ overseas expansion. 
Major M&A financing included 
two transactions for CNOOC Ltd, 
backing the oil major’s acquisitions 
in Canada and Australia, for a total 
of US$9 billion. The other significant 
transaction was the US$4 billion 
acquisition loan for China’s pork 
producer Shuanghui International 
Holdings Ltd to acquire Smithfield 
Foods in the US. There were also 
jumbo M&A loans out of Singapore 
and Thailand, such as the S$9.3 
billion (US$7.3 billion) loan for Thai 
Charoen Corp Group’s takeover of 
beverage maker Fraser and Neave 
Ltd and a US$6 billion bridge for 
Thailand’s CP All to purchase a local 
supermarket operator.

Pricing Pressure 
Continuing
The bond market experienced 
some volatility in mid-2013, due to 
concerns over rising interest rates 
and weakening economies in India 
and Indonesia. This benefited the 
loan markets, as loans became 
more attractive and competitive 
compared to bonds. As top-tier 
borrowers returned to the loan 
markets and banks chased quality 
assets, pricing started to contract 
and the downward pressure 
became more obvious towards the 
end of year.

Hong Kong loan pricing dropped 
dramatically in 2013, especially 
for blue-chip companies, and 
particularly towards the end of 
the year. For example, Sun Hung 
Kai Properties Ltd (SHKP) set 
the pricing benchmark at 158 bps 

all-in for its five-year loan at the 
beginning of 2013 compared to  
176 bps all-in for IFC Development 
Ltd’s three-year deal in early 
2012. In December 2013, SHKP 
launched another deal for 5.5 
years, with an even lower 128 
bps all-in, and a month earlier, 
Henderson Land Development 
Co Ltd completed its four-year and 
five-year loan at an all-in of 125 bps 
and 135 bps respectively. The top-
tier Chinese companies, including 
SOEs and red chips, also saw a 
considerable drop in loan pricing 
with names such as CNOOC Ltd 
and China Petrochemical Corp 
(Sinopec) paying less than 150  
bps all-in for their five-year loans.  
In addition to this fall in pricing,  
the average loan tenor also 
extended from three to five years, 
particularly for investment-grade 
borrowers in the second half of  
the year.

In Singapore, the pricing for local 
currency loans remained tight and 
competitive, particularly for top-tier 
property names. Suntec REIT 
completed a five-year loan with an 
all-in of 110 bps, compared to its 
4.5-year deal two years ago at 156 
bps all-in. Commodity borrowers, 
another major contributor in the 
Singapore loan market, saw a 
pricing drop of around 10%–20% 
in 2013. Mercuria Energy Trading 
Pte Ltd paid 205 bps all-in for its 
364-day facility, compared to the 
same tenor at 245 bps a year earlier. 
Vitol Asia Pte Ltd also saw its one-
year pricing drop from 145 bps all-in 
2012 to 120 bps all-in 2013.

As top-tier borrowers returned to the loan markets 
and banks chased quality assets, pricing started to 
contract and the downward pressure became more 
obvious towards the end of year.
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China
China had the largest loan volume 
of all the Asian markets, with a 
record of US$116.8 billion – almost 
doubling its 2012 volume of 
US$58.7 billion. This loan growth 
continued to be driven by jumbo 
RMB financing for the country’s 
infrastructure sector and was 
largely supported by the policy 
banks. These jumbo deals included 
a RMB22.9 billion (US$3.8 billion) 
15-year facility for the Suzhou 
Central Ring Road project led by 
the Export-Import Bank of China, 
and RMB20 billion (US$3.32 billion) 
in loans for two rail transit lines in 
Shijiangzhuang City, arranged by 
China Development Bank.

This strong performance came 
in a year where there was 
tightened liquidity in the RMB 
and the US dollar and the 
Chinese government put tighter 
control over nine risky and over-
capacity industries including iron 
and steel, coal and chemical, 
shipbuilding, construction, and real 
estate. The country’s economy 
also experienced a slowdown 
and some structural changes 
throughout the year. China’s 
interbank market experience a 
credit crunch in June causing a 
sudden squeeze on RMB funds 
that affected small and medium-
sized commercial banks more than 
the large state-owned banks.

Onshore US dollar lending also 
slowed down after May when 
China’s State Administration 
of Foreign Exchange issued a 
regulation requiring all foreign 
banks to follow a new foreign 
currency loan-to-deposit ratio 
of 100%. Tightened onshore US 
dollar liquidity led to increased loan 
pricing for smaller borrowers and 
some syndicated deals had to be 
downsized. US dollar loan pricing 
remained stable with top credits 
priced at around 250 bps. For 
example, CDB Leasing Co Ltd 
completed two onshore US dollar 
syndications during the year, 
paying 230 bps and 250 bps in 
margin for the three-year and five-
year facilities respectively.

The RMB lending rate was subject 
to a market liberalisation initiative 
in July, when The People’s Bank of 
China (PBOC) removed the lending 
floor, allowing banks to set their 
own lending rates. Only a year 
before, the PBOC had lowered 
the floor to 30% of the PBOC 
rate. Nevertheless, this move 
didn’t cause much movement in 
onshore pricing as banks remained 
strapped for cash. Most deals 
continued to be priced at 100% 
or above the benchmark rate and 
top-tier credits were priced at 90% 
of the benchmark.

Hong Kong

Real estate 
transactions 
contributed to 
almost one-
third of Hong 
Kong’s total 
loan volume.

Driven by significant borrowings 
from Chinese companies, Hong 
Kong’s loan volume recorded a new 
high jumping by more than 81% 
to US$79.2 billion. Approximately 
70% of the loan volume consisted 
of offshore financing for Chinese 
borrowers attracted to the market 
due to its cheaper pricing and 
abundant liquidity. Besides 
the few jumbo acquisition and 
event-driven financings, Sinopec 
also completed a US$3.5 billion 
corporate loan at the end of 2013.

Meanwhile, real estate transactions 
contributed to almost one-third of 
Hong Kong’s total loan volume, due 
to increased financing activities from 
the local Hong Kong investment-
grade real estate names, as well as 
borrowings from mainland China 
property borrowers. Attractive loan 
pricing also lured some blue-chip 
property names from the bond 
market back to loan market.  
Both SHKP and Henderson Land 
returned for club and syndicated 

loans, completing HK$15.2 billion 
(US$1.958 billion) and HK$13.8 
billion (US$1.78 billion) deals, 
supported by a large number of 
banks despite the tight pricing.  
Both deals were also upsized from 
an original target of HK$5 billion.

Other noticeable deals by local 
borrowers included a US$3.6 
billion refinancing by Hutchison 
Port Holdings Ltd and a 
US$2.055 billion refinancing by  
the commodity borrower Noble 
Group Ltd.

Singapore
Singapore’s loan volume increased 
22% from its 2012 level, but the 
increase of US$7.2 billion was 
skewed by Thai Charoen Corp 
Group’s US$7.3 billion-equivalent 
acquisition loan to take over Fraser 
and Neave Ltd. The loan volume 
would have stayed flat without 
this large deal, and apart from this 
‘new money’ transaction, the lion 
city’s loan market remained stable, 
supported by commodity and 
property company refinancings. 
Local currency liquidity continued 
to be strong and pricing was 
competitive within the market. 

Roughly one-third of Singapore’s 
total loan volume came from 
large refinancing transactions by 
commodity trading companies 
including Vitol Asia Pte Ltd with 
a self-arranged refinancing of 
US$2.21 billion, TrafiguraBeheer 
BV’s US$1.76 billion syndication 
and Mercuria Energy Trading Pte 
Ltd’s US$1 billion refinancing with a 
53% oversubscription. The average 
deal size was about US$1 billion 
(compared to US$640 million in 
2012) and deals were often upsized 
and continued to be supported 
by a large number of banks. While 
pricing dropped noticeably by 
10%–20% across various credit 
spectrums, the tenor on some of 
these deals was also extended 
from 364 days to multiple tranches 
of three and five years.
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Singapore’s 
loan market 
remained 
stable, 
supported by 
commodity 
and property 
company 
refinancings.

Wilmar International Ltd was 
the first to tap the market for  
a five-year transaction deal  
and then was upsized from  
US$1.5 billion to US$2.065  
billion. Trafigura also tested the 
market with a five-year tenor  
and introduced a new currency 
tranche denominated in RMB. 

Beyond syndication for commodity 
traders, deals in the Singapore loan 
market were largely completed 
as clubs, including most of the 
real estate investment trust (REIT) 
transactions. REIT financing was 
another sector that contributed 
significantly to Singapore’s 
overall loan volume. Mapletree 
Greater China Commercial Trust 
completed its HK$12.15 billion 
(US$1.57 billion) term loan for its 
properties in Hong Kong and China 
as a club of six relationship banks.

Local Singaporean banks and 
regional banks with ample local 
currency liquidity were able to 
support massive deals on a 
club basis, including the jumbo 
acquisition bridge to take over 
Fraser & Neave Ltd, which was 
only supported by two Singaporean 
banks. Senoko Power Ltd’s  
S$2.6 billion refinancing was also 
provided by a five-bank club.

Taiwan
Taiwan was the only major loan 
market that saw a decline in  
loan volume as it contracted  
for the second year running.  
The slight drop was largely due to 
weak market sentiment towards 
the island’s uncertain economic 
outlook and companies’ reluctance 
to borrow new money.

On the other hand, the local 
market continued to see some 
intense competition and pricing 
was pushed to a new low. 
Taiwan had some of the tightest 
priced syndicated loans in Asia. 
Taiwanese utility company  
Ho-Ping Power Company’s 
NT$11.7 billion (US$396 million) 
five-year loan paid a margin of  
60 bps and Advanced 
Semiconductor Engineering 
Inc’s US$400 million five-year loan 
paid 99 bps. Taiwan’s Financial 
Supervisory Commission (FSC) 
rolled out an investigation into 
this remarkably tight pricing, and 
banks were asked to increase the 
pricing on certain loans.

Despite cheap funding costs of local 
currency – driven by competition 
and deep deposits – the market had 
some US dollar liquidity fluctuations 
towards the end of the year. TAIFX, 
the interbank US dollar lending 
rate used by Taiwanese banks, 
increased considerably from June 
onwards reflecting reduced US 
dollar liquidity. 

Taiwan was 
the only major 
loan market 
that saw a 
decline in loan 
volume, as it 
contracted for 
the second 
year running.

The three-month TAIFX reached 
155 bps in December, marking a 
two-year high. The shortage of US 
dollar currency came after many 
Taiwanese banks rushed to book 
higher priced loans from overseas 
markets, particularly the cross-
border deals from mainland China. 
As a result, many banks faced a limit 
on lending to Chinese companies, 
which is currently capped at 15% 
of a bank’s net worth. Although 
the FSC may not loosen the limit, 
Taiwanese banks have started to 
work on capital injection to increase 
their lending capacity.

Although the size of Taiwan’s loan 
market is relatively small, the cheap 
pricing attracted some Chinese 
companies to raise funding there 
and many deals were arranged 
and participated in exclusively by 
Taiwanese banks. Some of the 
syndicated transactions targeting 
the Taiwan market included a 
US$330 million loan by Citic Pacific 
Ltd and a US$280 million loan by 
YueXiu Enterprises (Holdings) 
Ltd. These deals, which mostly 
involved medium-sized companies, 
had an average tenor of three years 
with pricing above 250 bps all-in. 

India
2013 was a difficult year for India 
given the country’s economic 
slowdown, rising budget deficit and 
fluctuating local currency which 
kept the local loan market flat 
compared to the previous year.

However, the offshore loan 
volume increased significantly 
from 2012’s US$17.3 billion 
to US$25 billion in 2013. The 
outbound acquisition activities 
that were common in past years 
would have driven the offshore 
loan volume to a higher level  
but were missing in 2013.

Starting from the second half of the 
year, local currency depreciation 
saw a number of India’s state-
owned blue-chip companies –  
such as Indian Oil Corporation  
Ltd (IOC), Oil India Ltd, ONGC 
Videsh Ltd and Bharat  
Petroleum Corporation Ltd – rush 
to offshore markets for funding.  
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IOC raised two loans during the 
year and yet sent out requests for 
proposal (RFPs) for a third deal 
towards the end of year. Given the 
cluster of deals that tested market 
liquidity, pricing for Indian offshore 
loans is on the rise. IOC’s first 
five-year deal early in the year paid 
an all-in of 165 bps, the second 
(three-year) deal paid an all-in of 
140 bps, and by the end of year, the 
third (three-year) deal offered the 
market a top-level all-in of 180 bps. 
In addition, the deal was a very  
top-heavy syndication. The nine 
banks on the top expected little 
support from the general syndicate, 
as many banks started to become 
full on the Indian exposure or 
lowered their lending appetite due 
to concerns over the country’s 
economic uncertainties.

Compared to the state-owned 
companies, India’s largest private 
sector enterprise Reliance 
Industries Ltd garnered stronger 
support from the banks for its 
US$1.75 billion deal. Although this 
was another top-heavy syndication, 
it attracted 30 banks into a deal 
that was oversubscribed and 
scaled back. Another active sector 
for offshore borrowing was the 
country’s banking and non-bank 
financial institutions (NBFIs), such 
as Indian Railway Finance 
Corporation Ltd and Power 
Finance Corporation Ltd. Offshore 
borrowings by banks amounted to 
US$3 billion for the year.

Other Markets
Some of the markets that were 
more active in onshore local 
currency financing activities 
also saw an increased need for 
offshore funding for overseas 
acquisitions or infrastructure 
investments. Malaysia’s loan 
market is usually supported by 
the strong local liquidity of the 
Ringgit, but in 2013 the offshore 
loan volume increased by 132% 
with more M&A activities. Major 
Malaysian oilfield service provider 
SapuraKencana Petroleum  
Bhd borrowed a US$1.85 billion 
bridge for its acquisition of 
Seadrill Ltd’s tender oil business.

Another Malaysian consortium 
also sealed a £790.2 million 
(US$1.3 billion) financing to take 
out a bridge that backed its 
purchase of London’s Battersea 
Power Station.

In Indonesia, the offshore loan 
volume increased by 140% despite 
concerns over the country’s 
currency depreciation. The rush of 
deals was related to high interest 
rates on domestic currencies, which 
pushed companies to seek cheaper 
funds offshore. State-owned oil 
company PT Pertamina (Persero) 
completed two transactions, one for 
US$965 million at the beginning of 
the year and another for US$1.137 
billion towards the end of the year. 
Both deals were upsized from 
original estimates and loan pricing 
contracted on the latter deal. Other 
acquisition-related deals – including 
a US$750 million loan for PT Trans 
Retail and a US$527 million loan 
for the purchase of 60% stake in 
Carrefour SA – also attracted the 
involvement of a large numbers  
of banks.

In Indonesia, 
the offshore 
loan volume 
increased by 
140% despite 
concerns over 
the country’s 
currency 
depreciation.

Investor Landscape  
in Asia
 › Japanese banks have been 

focusing on expanding overseas 
business due to competition in  
the saturated domestic market. 
The three major banks in 
particular, driven by abundant 
liquidity and leveraging their 
strong balance sheets, have 
been consistently active in the 
region and have been making 

meaningful contributions to 
transactions across all major 
markets. Some regional and 
trust banks also became more 
active in Asia – including North 
Asia, India and Indonesia – but 
focused more selectively on the 
investment-grade or SOE names 
and made relatively smaller 
commitments. 

 › European banks came back 
to the Asian loan markets and 
noticeably increased their overall 
market share from the second 
quarter of 2013 onwards, drawn 
by their eased capital constraints 
and lower funding costs. 
However, the trend is to selectively 
support relationship clients and 
focused sectors, and some 
banks are placing more emphasis 
on structured deals with better 
returns due to the high cost of 
funding. Some UK and French 
banks were increasingly more 
active across many sectors in the 
past 12 months – from high-grade 
loans and SOEs and going down 
the credit spectrum – but they 
continue to be niche players.

 › Chinese banks’ appetite 
and activities are under more 
control and guidance from the 
central government and these 
banks have been strongly 
supporting SOE borrowers in 
their overseas expansions, as 
well as companies with strong 
links to China. From the second 
quarter of 2013, the Chinese 
banks’ market share picked 
up considerably, with a surge 
of Chinese borrowers seeking 
funding in offshore markets. 
Compared to the policy banks 
and the big-four SOE banks, 
the second-tier and smaller 
commercial banks are less 
active and more focused on 
supporting cross-border, higher 
yield Chinese deals.

 › Taiwanese banks have always 
been the consistent provider 
of retail liquidity in the Asian 
markets. Fierce competition in 
the domestic market has pushed 
the banks to seek overseas 
assets with better returns and 
since the island established 
closer ties with mainland China, 
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Taiwanese banks have been able 
to fund more Chinese borrowers, 
particularly SOEs. Nevertheless, 
the market has been affected 
by onshore US dollar liquidity 
movements in China and has 
experienced a liquidity squeeze 
due to the rush of demand from 
both Chinese and Taiwanese 
companies in China. As a result, 
US$ funding costs and general 
pricing requirements have gone 
up for most banks. Given the 
subdued domestic loan market 
and much higher yield offered by 
international markets, Taiwanese 
banks are expected to continue 
their focus on overseas loan 
activities, especially in cross-
border Chinese deals.

 › Singaporean banks have been 
the most active and dominant 
in their home market, but are 
increasingly active and competitive 
abroad, supported by deep local 
currency and US$ liquidity.

 › US banks have deep US$ 
liquidity and continue to support 
relationships and focus on  
cross-selling. They are more 
active in event-driven and 
acquisition-related deals, 

particularly those that potentially 
lead to IPO or DCM-related 
transactions. Canadian banks 
are also enjoying strong liquidity 
and a large balance sheet. 
Nevertheless, they have a more 
selected approach to Asia, 
focusing on high-grade names 
in certain sectors.

 › Australian banks continued to be 
well capitalised and are providing 
strong liquidity in the region. 
The four major banks are each 
focusing on their own respective 
target sectors outside Australia, 
and are increasingly active in Asia.

 › It is worth noting that some 
Middle Eastern banks and 
even banks from the Philippines 
are becoming more present in 
Asian loan markets, committing 
to deals outside their own 
domestic markets.

Australian banks continued to be 
well capitalised and are providing 
strong liquidity in the region. 
The four major banks are each 
focusing on their own respective 
target sectors outside Australia, 
and are increasingly active in Asia.
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Asian Market Outlook
The strong momentum at the 
end of 2013 is expected to carry 
on into the new year, at least for 
the first quarter of 2014. In North 
Asia, some of the large corporate 
loans launched in late 2013 are 
expected to add to the 2014 loan 
volume. This strong momentum 
is evidenced by two financings 
completed by SHKP and 
Henderson, both signed in early 
January 2014; the HK$37.5 billion 
(US$4.8 billion) three-year loan 
backing of Hongkong Electric 
Company Ltd’s spinoff from 
Power Assets Holdings; and the 
HK$10 billion (US$1.29 billion) loan 
for CLP Power Hong Kong Ltd’s 
acquisition of shares in Castle 
Peak Power Company Ltd and 
Hong Kong Pumped Storage 
Development Company Ltd.

In China, the two major liquidity 
crunches in June and December 
2013 turned out to be short-lived 

and as interbank lending is not 
a critical funding source in that 
market, the fluctuation in interbank 
rates is not considered to have 
any major impact on broader 
economic activities. Overall 
banking liquidity remains solid 
given that the loan-to-deposit 
ratio is kept below 70% and the 
statutory reserve requirement ratio 
stays at 20%. Chinese companies 
are expected to continue their 
expansion and acquisitions in 
the overseas markets and their 
funding needs will remain strong. 
More ‘new money’ and event-
driven transactions are expected to 
contribute to China’s offshore loan 
volume, especially in Hong Kong.

In South Asia, India will continue 
to see some financial volatility in 
2014, with the possibility that rising 
interest rates in the US and local 
currency depreciation will push 
Indian corporates to seek more 

offshore funding. However, with 
many banks full on the country’s 
exposure and concerned about 
the country’s general economic 
conditions, borrowers will have 
to pay some pricing premium to 
attract more liquidity for their deals. 
Indonesia, on the other hand, with 
its growing consumer class and 
natural resources is believed to be 
more sustainable in the long run. 
More appetite and good liquidity 
will support the country’s offshore 
loan activities.

Overall market liquidity remains 
strong in Asia and pricing is stable. 
However, tapered quantitative 
easing in the US and the potential 
impact of the Basel III regulations 
may lead to a liquidity squeeze with 
the possibility of an upward pricing 
correction in the second half of 2014.

Overall market liquidity remains strong in Asia and 
pricing is stable. However [there is] the possibility  
of an upward pricing correction in the second half  
of 2014.
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The fortunes of the syndicated loan 
markets in EMEA and the US have 
remained intrinsically linked to the 
macro global economic events 
that affected the global economy 
over the last six years. These 
issues have ranged from specific 
concerns surrounding a continued 
push for greater regulation and 
capital buffers, through to the 
broader events that have affected 
the US and European economies. 
However, most commentators 
believe that the signs are more 
favourable than they have been 
since 2008, with an increasing 
range of indicators suggesting that 
loan markets have finally reached 
an inflection point. The comments 
made by Ireland’s Finance Minister 
Michael Noonan in reference to 
the Irish Republic’s exit from its 
bailout rescue in mid-November 
2013 could equally be applied to 
summarise the last year for the 
syndicated loan markets: “This 
isn’t the end of the road. This is a 
very significant milestone on the 
road.” Last year saw a significant 
improvement in sentiment,

with overall loan volumes climbing 
from historic lows. After a couple 
of false dawns, an increasing 
number of commentators believe 
that 2014 may indeed be the year 
that markets finally re-establish 
themselves on a firmer footing.  
The drivers for this change 
in sentiment come from a 
combination of improved 
confidence on the strength of 
ongoing political support for the 
Eurozone (Greece in particular 
found itself in the news headlines 
less frequently), as the US 
continued to cobble together 
short-term political solutions to its 
debt ceiling issues. Additionally, 
the US federal spending cuts 
(referred to as ‘sequestration’) 
came and went without the worst-
case prophecies coming true. 
Overall, the major world economies 
began to show signs of improved 
performance – despite still being 
some way from the desired levels – 
shifting the weight of debate away 
from additional stimulus,  
and towards when and how 
quickly tapering will begin. 

Loan Volumes
EMEA loan volumes reached 
an impressive US$930 billion 
in the last 12 months, a 32% 
improvement compared to the 
previous year’s figure of US$703 
billion. These striking figures mask 
the fact that, particularly in the 
Western European investment-
grade market, around 70% of this 
was achieved through corporate 
refinancings of relationship 
revolving credit facilities rather 
than through ‘new money’ deals. 
At a total of US$645 billion, these 
refinancings were 55% higher 
than in 2012, as borrowers took 
advantage of the benign market 
conditions to lock in margins last 
seen prior to the GFC. 
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In the US, 2013 was a record-
breaking year, with overall loan 
volumes reaching over US$2.1 
trillion. This is the highest volume 
seen in the US markets for 23 
years, and included the largest  
ever successfully syndicated  
loan: US$63 billion supporting 
Verizon’s buyout of Vodafone’s 
stake in Verizon Wireless. 

Europe, the Middle East and Africa (EMEA) and 
the US Loan Market

After a couple of false dawns, 
an increasing number of 
commentators believe that 2014 
may finally be the year that 
markets re-establish themselves 
on a firmer footing.
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The overall performance of the 
US loan market represented 
a combination of improved 
performance from all areas. 
Investment-grade M&A borrowing 
rose by 68% to a record US$133 
billion, driven by a number of 
headline-grabbing transactions 
including Verizon, Freeport-
McMoRan Copper & Gold Inc., 
Thermo Fisher Scientific and 
Baxter International. Leveraged 
lending improved significantly, 
with leveraged buyouts climbing 
to US$90 billion, up 50% from 
2012. However, acquisition-related 
financings represented only 19%  
of the leveraged loan issuance,  
with US$756 billion in refinanced 
and repriced transactions  
(up from US$380 billion in 2012) 
providing the bulk of the volume,  
as borrowers took advantage 
of pent-up lender demand. This 
was partly driven by significant 
inflows of institutional money 
from retail loan funds, pension 
funds, collateralised loan 
obligations (CLOs) and insurance 
companies. Loan fund assets 
under management surpassed 
US$160 billion, compared with 
US$91 billion in the previous 
year. Completing this impressive 
array of results, CLO issuance 
was up 48% at US$82 billion, 
which means ‘new version’ CLOs 
now represent half the US$3 
billion worth of assets under 
management. As seen in Europe, 
investment-grade borrowers were 
keen to take advantage of friendly 
market conditions, and refinance 
their core facilities ahead of any 
potential volatility resulting from 
implementation of the Basel III 
regulations or tapering of the 
Federal Reserve’s quantitative 
easing. This was evident in  
year-end investment-grade 
refinancing volumes of US$583 
billion, which were second only  
to the US$679 billion record set  
in 2011.
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Investment-Grade 
Borrowers
The EMEA markets saw a steady 
improvement in conditions 
throughout the first half of 2013, 
and the positive sentiment 
accelerated towards the end 
of the year. Investment-grade 
corporate lending remains the 
core of the European syndicated 
loan market; by volume, 58% of all 
loans closed in 2013 came from 
this sector. In total, this raised 
US$580 billion, representing a 29% 
increase compared to the previous 
year. The bulk of the increased 
volume came from refinancings, 
as companies were keen to lock 
in improved terms; refinancing 
volumes rose to US$423 billion, 
which was 61% higher than the 
US$262 billion recorded in 2012. 
M&A lending remains the one 
black spot; investment-grade 
lending fell 32% to US$44 billion. 
Numerous factors are behind this 
collapse, but the improving cost 
of funding for most European 
lenders following the Eurozone 
crisis of late 2011 is undoubtedly a 
key driver. This factor had already 
started to influence behaviour 
towards the end of 2012, but the 
trend was hastened by many banks 
refocusing on core strategic areas 
of activity – including investment-
grade lending. The German market 
also failed to see any material 
upward correction of terms during 
the Eurozone crisis of late 2011, 
compared to similar UK and French 
borrowers. As a result, this market 
quickly became the beacon for 
peer-group comparison among 

investment-grade borrowers in 
Western Europe. Although terms 
continued to retain a marked 
differentiation for a period at the 
start of 2013, this has now largely 
been negotiated out by recent 
refinancings. For example, BBB+ 
undrawn margins in the UK and 
French markets fell by around 
40 bps (from 75bps to 35bps) 
during the calendar year, putting 
them in line with their German 
counterparts. In general, there 
have been significant falls in 
pricing across all credit ratings; 
on average, BBB pricing fell from 
96 bps to 55 bps over the last 12 
months, and A- fell from 40 bps to 
27.5 bps over the same period. 
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Although regulatory changes 
continue to weigh on the banking 
sector, we have yet to see the 
full impact of these changes 
filter through to some of the core 
lending sectors. There are signs 
that the need to demonstrate 
ancillary opportunities is a keen 
point of discussion among 
bankers and treasurers alike. As 
the banking sector moves closer 
to fully implementing the Basel III 
regulations, there is an increasingly 
acute need to ensure that the 
capital-adjusted revenue gap can be 
adequately bridged. The continuing 
debate as to whether the market 
has overshot on current pricing 
persists, but in the short term most 
indicators would suggest that the 
market still has at least a small way 
to go before it reaches the floor. 
Pricing is still some way off the  
levels seen at the peak of the loan 
market prior to the crash of 2008.

Syndicated Loan Market
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It is a commonly held view that until 
European M&A activity picks up, 
the supply and demand dynamic 
will ensure further compression on 
terms as lenders fight over available 
refinancing flows. Although this 
condition is most extreme in the 
Northern European economies, the 
peripheral economies, most notably 
Spain, have also started to show 
signs of improvement. For example, 
Iberdrola become the first peripheral 
borrower in 2013 to achieve sub-100 
bps pricing since the onset of the 
Eurozone crisis.

The EMEA markets have basically 
shadowed trends seen in the 
US, where pricing tracked on 
a downward trajectory, and a 
combination of international and 
regional US banks looked to retain 
or enter these investment-grade 
facilities. Given the strength of the 
US market, a number of non–US 
headquartered multinational 
borrowers also looked to arbitrage 
their borrowing costs and diversify 
their lender group, by successfully 
issuing inaugural facilities into the 
US loan market. 

The arrival of significant institutional 
money in the US market pushed 
many local bank lenders out of the 
LBO market as a feeding frenzy 
developed among competing 
funds. Banks have been forced to 
seek other homes for their money, 
and the potential broader banking 
relationships that come from 
investment-grade names are an 
attractive proposition. The improving 
US$ funding position has also led 
many of the European banks to the 
return to the US market, after they 
were forced to take a step back 
over the previous 18 months.
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Across both regions, the common 
trends that have developed have 
reinforced the willingness to 
accept core liquidity facilities on a 
loss-leading basis. Culturally, this 
has always been the case, and it 
continues to offer lenders the chance 
to lock out potential competition 
under the right circumstances.  
This ability to continue supporting 
core relationships in an environment  
of increasing capital requirements 
and falling pricing has been aided to 
a degree by broader improvements 
in the funding environment.  
The potential volatility resulting  
from tapered quantitative easing  
will possibly have some impact  
on this model during 2014, but 
currently all signs show that it will  
not be significant.

The potential 
volatility 
resulting 
from tapered 
quantitative 
easing will 
possibly have 
some impact 
on this model 
during 2014, 
but currently 
all signs show 
that it will not 
be significant.

Project Finance
PF continues to be a highly 
fragmented market, not only 
geographically, but also due to 
applied structures, attitudes to 
longer tenors and a willingness 
to stretch the definition of what 
constitutes PF. In its purest form, 
long-dated greenfield PF in the 
European market has seen an 
improvement in overall depth of 
liquidity. From just over a year 
ago – when there were serious 

question marks over the banking 
market’s appetite for this type of 
financing – a number of banks have 
returned to the sector without the 
need for structural enhancements 
such as ‘soft mini perm’ features. 
The reasons behind this range from 
greater confidence in the takeout 
story and improved certainty around 
funding, through to the conclusion 
of partnership agreements between 
banks and insurance funds. The 
search for structures in which banks 
play the preferred role of lender 
during the construction phase – with 
institutional pension and insurance 
money refinancing over the longer 
term once in operation – has been 
used selectively, but the market 
has yet to reach a conclusion on its 
definitive approach to this issue. The 
return of banks to this sector has 
removed some of the urgency in 
the search for a common solution, 
as it masks the longer-term need to 
address this issue.

The infrastructure acquisition 
market has not delivered the broad 
range of regulated opportunities 
anticipated over the last few years 
when governments were initially 
looking to relieve the debt burden. 
This, coupled with the strong 
liquidity in DCM – which is driving 
early refinancings often within the 
first 12 months of closing bank-
led transactions – has left the 
banks that remained active in this 
space hungry for transactions. 
The combination of limited supply, 
quick refinancing, the run-offs in 
the loan book and smaller than 
anticipated final holds due to 
increased syndicate sizes means 
that banks aggressively contest 
every transaction. Once again, the 
anticipated solution to this is more 
new M&A deals, but in the short 
term, with no rush of transactions on 
the immediate horizon, the expected 
outcome is weaker structures, 
reduced pricing, continued use of 
bridges to bond structures, and a 
broadening of the definition of what 
constitutes ‘infrastructure’. This 
leads some to be concerned about 
the direction this market is likely to 
take in the next 12 months, as some 
of the flaws from the 2004–7 period 
are at risk of reappearing in the 
chase for revenue.

Debt Market Update 27



Sentiment in 
the European 
and US markets 
remains fragile, 
but there is 
an increasing 
belief that the 
worst of the 
recent troubles 
are behind 
the banking 
community.

Banking Trends
Looking back at 2013, we can 
identify five key trends that will 
continue to impact the 2014 loan 
markets in EMEA and the US:

 › Market sentiment will improve 
in response to the ongoing 
resolution of macroeconomic 
and political issues. 2013 
witnessed some key milestones 
without significant loan market 
correction: US sequestration, 
key European elections (most 
notably in Germany and Italy) 
and the slowdown of the 
Chinese economy. Sentiment in 
the European and US markets 
remains fragile, but there is an 
increasing belief that the worst 
of the recent troubles are behind 
the banking community, which in 
turn is driving increased demand 
to expand loan books, particularly 
with the ongoing limited supply of 
‘new money’ transactions.

 › With increasing capital costs 
and broader regulatory changes, 
internal monitoring of relationship 
value (particularly where lending 
is below the return hurdle) is 
leading banks and borrowers to 
re-examine the composition of 
syndicates. For borrowers, there 
is a greater need to ensure that 

syndicates match future strategic 
needs rather than historic 
relationships. Bank ratings and 
the importance of ongoing letters 
of credit or bonding requirements 
is also leading to shifts in the 
composition of these groups. 
For banks, the same questions 
have to be answered, namely 
whether long-held corporate 
relationships continue to offer 
ancillary business opportunities 
in light of their new strategic 
focus. The need to support core, 
strategically important clients will 
continue to keep pricing low, at 
least in the short term.

 › Banks have completed much 
of the strategic retrenchment 
they began following the GFC, 
and continued in response to 
the Eurozone crisis in late 2011. 
As competition intensifies, the 
question will be when banks 
will begin to expand again into 
recently exited markets. There 
are already signs of first movers 
in this regard, and 2014 is likely 
to see this trend continue across 
the US and EMEA as banks 
seek out revenue opportunities.

 › The improved cost of funding is 
helping to counterbalance the 
impact of regulatory changes, 
and in core areas has enabled 
banks to accept lower pricing. 
This has been a feature across 
both regions as senior banks have 
sought to protect their market 
share. Additionally, various lenders 
have been willing to accept the 
cross-subsidisation story from  
the investment-grade market. 

2014 will see the impact of 
regulatory change continue to 
filter through banks and out to the 
‘front line’, but this is likely to have 
a limited short-term effect on top-
tier borrowers. Borrowers that do 
not have the strategic fit or deep 
ancillary wallets will have to accept 
far less favourable terms as banks 
seek to meet internal capital costs 
on a stand-alone basis.

Outlook for 2014
As we look out over 2014, there is a 
strong sense of cautious optimism 
regarding the health of the banking 
community and more specifically 
the syndicated loan markets. 
2013 was the year when revenue 
generation finally became important 
again, and the singular focus on 
strategic review, retrenchment and 
deleveraging subsided. Naturally 
banks still have a long way to go 
to completely deleverage, but 
although this remains a serious 
concern in areas that have been 
defined as core areas of business, 
the balance sheet is once again 
being put to use. One of the key 
trends as we look ahead will be 
increasingly competitive behaviour, 
driven by smaller target markets 
being available to each individual 
bank (as a result of continued focus 
on strategic business areas), and 
the increasing need to support 
businesses and clients in these 
areas. It remains to be seen if banks’ 
fundamental problems have truly 
been resolved. No one is expecting 
this to be a straightforward process, 
but after years of soul-searching the 
market is finally looking ahead.

2013 was the year when revenue 
generation finally became 
important again, and the singular 
focus on strategic review, 
retrenchment and deleveraging 
subsided.

Syndicated Loan Market
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Issuance in Debt Capital Markets 
(DCMs) experienced another 
strong year in 2013; Australian 
issuers raised a total of US$160.7 
billion over the year. Both financial 
and non-financial corporate 
issuers continued to seek the 
diversity, tenor, structures and 
competitive pricing offered by 
issuance into the global DCM. 
Although markets were at times 
affected by movements in global 
monetary policy and political 
events, the impact on issuance 
in 2013 was minimal and market 
conditions recovered quickly. 
DCMs finished 2013 strongly and 
this strength carried over into 
the opening weeks of 2014. In 
the absence of a major shock to 
global confidence, this market 
strength is expected to continue 
throughout 2014.

Australian Issuer DCM by Industry

Agriculture, Forest Products & Env; 0.2%

Business Services; 0.5%

Energy & Power; 4.0%

Financial Services; 77.3%

Food & Beverage; 0.2%

Healthcare; 0.4%

Infrastructure; 4.9%

Media & Telecommunications; 1.6%

Metals, Mining & Equipment; 5.9%

Property & Construction; 2.9%

Retail; 0.8%

Transport, Services & Equipment; 1.2%

Source: Bloomberg 

Faced with low interest rates 
across major currencies, investors 
continued to seek the yield available 
from corporate securities and longer 
tenor issuance. Although this has 
been an ongoing trend in offshore 
markets, the declining A$ interest 
rate environment saw the ‘search 
for yield’ start to affect trends in 
the local market. In good news for 
issuers, strong investor demand for 
credit saw issue spreads contract 
over the year. This trend occurred 
domestically and offshore, and 
key credit default swap indices 
demonstrated the tightening trend 
over the year. Of most relevance to 
Australian issuers, iTraxx Australia 
dropped to 98.2 bps at the close 
of the year, down from 127.5 bps 
at the start of 2013. Importantly for 
most Australian corporate issuers, 
the largest declines in cash credit 
spreads were in BBB-range credits, 
as investors preferred issues that 
offered relatively more attractive 
yields. The Commonwealth Bank’s 
bond pricing indices demonstrates 
the importance of this trend in the 
A$ market, with the BBB+ and BBB 
series declining 60.7 bps and 84.2 
bps comparatively faster than the 
A- or AA- series, which declined 
40.4 bps and 23.8 bps respectively.
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Importantly for most Australian 
corporate issuers, the largest 
declines were in BBB range 
credits, as investors preferred 
issues that offered relatively 
more attractive yields.
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The outlook for domestic 
corporate issuance is strong; 
the developments in the market 
over 2013 diversified the 
issuer base and demonstrated 
to prospective issuers the 
increased flexibility the market 
can provide.
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Non-Financial  
Corporate Issuers
Non-financial corporate issuers 
continued to take advantage 
of funding opportunities in 
domestic and offshore markets. 
Domestically, corporate issuance in 
the A$ MTN market reached A$9.9 
billion. Importantly, issuance was 
supported by a string of inaugural 
issuers; 13 new corporate names 
from a variety of sectors accessed 
the domestic market over the 
course of the year, representing 
38% of issuance, including:

 › Adani Abbot Point Terminal

 › ConnectEast

 › AquaSure Finance

 › Federation Centres

 › GlobalSwitch Holdings.

As well as inaugural issuance, two 
key corporate issuance trends 
demonstrated themselves over the 
year: the market’s ability to reliably 
execute corporate transactions 
in tenors of seven years or more, 
and its ability to deliver strong 
execution outcomes for BBB 
and BBB- borrowers. Investors’ 
search for yield saw demand 
switch to issuance in seven years, 
with demand across sectors and 
credit ratings. In 2012, just 25% of 
corporate issuance was in tenors of 
seven years or longer, and in 2013 
this doubled to 49%. The market 
also demonstrated robust demand 
for borrowers in the BBB- range, 
with 30% of issuance from issuers 
in this ratings band. Equally, issuers 
across the spectrum were able to 
achieve benchmark volume from 
their issues, notably Adani Abbot 
Point Terminal (rated BBB-/Baa3), 
which raised A$500 million.
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The outlook for domestic 
corporate issuance is strong; 
the developments in the market 
over 2013 have diversified the 
issuer base and demonstrated to 
prospective issuers the increased 
flexibility the market can provide. 
Combined with strong market 
conditions expected over the first 
half of 2014, corporate issuance 
from existing and inaugural issuers 
is likely to remain strong. 

Australian non-financial corporate 
borrowers were active in offshore 
DCMs over 2013, and the USPP 
market was once again one of the 
most accessed market for issuers. 

Increasingly, Australian issuers 
are looking more broadly at 
funding opportunities in offshore 
DCMs with issuance across the 
EMTN, Sterling, Swiss Franc 
and US$ 144A markets. Issuers 
predominantly accessed offshore 
markets for the volume or tenor of 
funding available from alternative 
financing options. The year saw 
issuance from a range of Australian 
non-financial corporates including:

 › Origin Energy

 › Melbourne Airport

 › Asciano

 › Amcor

 › Transurban

 › Westfield Retail Trust

 › Telstra Limited

 › Bluescope Steel

 › Boral Limited.

Industry Analysis (exc. financials)
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Source: Bloomberg
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Financial Issuers
Financial issuers took advantage of 
the strong investor sentiment in 2013 
to access funding across a variety 
of tenors, markets and structures. 
High-grade and Australian major 
bank paper continued to dominate 
A$ issuance in 2013; however,  
a contraction in credit spreads and 
positive sentiment encouraged 
investors to diversify their assets, 
bringing more names to the market. 
Bank issuances remained steady 
throughout 2013, at a total issuance 
volume of $44.5 billion (2012: $45.4 
billion), largely driven by a 45% 
growth in foreign bank and branches 
issuance throughout 2012.

Credit conditions for regional banks 
have improved during the year, 
and Standard & Poor’s upgraded 
Bank of Queensland’s rating to 
A- in September. This caused a 
contraction in the premium paid 
by regional banks compared to 
major banks, encouraging new and 
infrequent issuers to access the 
market. Bendigo and Adelaide Bank 
issued its first five-year benchmark 
deal since 2005; Heritage Bank 
bought back its government-
guaranteed bonds, replacing them 
with a new senior unsecured deal; 
and Members Equity Bank executed 
its inaugural transaction in the market. 
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The A$ MTN market was saw active 
issuance from foreign banks and 
foreign bank branches, including 
from institutions returning to the 
A$ market. 2013 saw an upturn 
in ‘Kangaroo’ issuance from 
foreign banks, with several taking 
advantage of strong credit markets 
and attractive cross-currency 
dynamics to re-enter the A$ market. 

Kangaroo issuance from American 
financial institution issuers totalled 
more than A$4 billion across six 
deals, including transactions from 
Wells Fargo, Citigroup, JP Morgan, 
Bank of America and Goldman 
Sachs. Kangaroo-covered bonds 
from Canadian financial institution 
issuers were also well received by 
the market; Royal Bank of Canada 
issued an A$1.25 billion debut 
trade and CIBC issued a A$500 
million three-year transaction.

Importantly, the market also 
supported issuance from several 
Asian financial institutions, 
broadening the diversity of supply 
available to investors. Throughout 
2013, the market saw an inaugural 
issuance from China Construction 
Bank and returns to the market by 
Bank of China, UOB, ICBC and 
OCBC. As these institutions increase 
their activities in Australia, issuance 
from this sector will represent 
a growing segment of financial 
institution issuance in the A$ market. 
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A$ Listed Bond and 
Hybrid Market
Issuance Activity
The A$ listed bond and hybrid market 
continues to remain robust evidenced 
by strong issuance volumes in 2013, 
with A$8.66 billion raised across nine 
transactions. Supply has been driven 
by capital management objectives, 
with financial issuers raising Additional 
Tier 1 and Tier 2 capital to satisfy their 
prudential requirements following 
the commencement of the Basel III 
framework on 1 January 2013.
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There has been a pause in 
corporate hybrid issuance following 
Standard & Poor’s change to its 
hybrid rating criteria, and the last 
‘true’ corporate subordinated note 
transaction was completed in 
September 2012. The Healthscope 
Subordinated Notes II Offer, a 
leveraged PE transaction, was the 
only corporate issuance in 2013.

The pipeline of issuance in the 
market is expected to continue in 
2014 with more than A$5.0 billion 
worth of retail bond and hybrid 
securities due to mature over the 
year. Strong financial supply is 
expected to continue in 2013 on 
the back of successful domestic 
Basel III–compliant Additional Tier 
1 and Tier 2 transactions, as the 
market gains confidence around 
the features of these securities.
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2013 saw an upturn in ‘Kangaroo’ 
issuance from foreign banks,  
with several taking advantage of 
strong credit markets and attractive 
cross-currency dynamics to  
re-enter the A$ market.
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Secondary Market 
Performance
Secondary market performance 
remained strong over 2013 despite 
credit and equity market volatility in 
June with widening spreads due to 
weaker credit markets having been 
offset by stronger credit conditions 
at the end of the year. Continued 
strength in credit markets, 
positive global growth outlook 
and improving investor sentiment 
will encourage corporate issuers 
to look to the A$ listed bond and 
hybrid market in 2014.

Continued 
strength in 
credit markets, 
positive global 
growth outlook 
and improving 
investor 
sentiment will 
encourage 
corporate 
issuers to look 
to the A$ listed 
bond and 
hybrid market 
in 2014.

Investors
Retail investors continue to hold 
significant amounts of cash in term 
deposits and cash management 
accounts, and the mandatory 
increase in employer-funded super 
contributions in 2014 is expected 
to support liquidity in the A$ listed 
bond and hybrid market. 

Credit conditions continued to 
tighten in 2013, with the RBA cash 
rate dropping to a historical low of 
2.50%. In this low-rate environment, 
investors searching for yields 
have shown strong support for 
complex equity-like structures from 
investment-grade issuers.

Positive investor sentiment in 2014 
will drive an increased investor 
risk appetite and retail investors 
are likely to redeploy funds from 
upcoming maturities into higher-
yielding asset classes.

Recent Developments
In August 2013, the Australian 
Securities and Investments 
Commission (ASIC) published a 
report discussing the issues arising 
from offers of hybrid securities in 
the Australian market since the 
GFC, and the actions that they have 
undertaken to engage with hybrid 
issuers and brokers. ASIC has 
indicated that the current process 
of overseeing offers of hybrid 
securities continues to work well 
for the vast majority of offers, and 
is prepared to continue this ‘pre-
vetting’ practice for these securities. 
ASIC will continue to focus on 
possible misleading conduct 
in the sale of hybrids including 
inappropriate labelling of hybrids, 
misleading advertisements and 
unwarranted comparison of hybrid 
to different, less risky products. 

The Corporations Amendment 
(Simple Corporate Bonds and Other 
measures) Bill 2013 introduced last 
year has lapsed and will now need 
to be re-introduced into Parliament. 
The Bill has bipartisan support and 
the Australian Government has 
indicated its interests in progressing 
the Bill in 2014.

USPP Market
Issuance Activity
The USPP market saw an already 
favourable borrowing environment 
improve even further over the 
course of 2013. Total issuance  
was approximately US$56.5 billion, 
with 10% of volume originating  
out of the Australasian market. 

Coming off of a the record year of 
2012, investors had set their 2013 
budgets to match 2012’s US$57.8 
billion of issuance; however, a lack in 
supply led investors to demonstrate 
significant flexibility around tranches, 
maturities, structure and pricing, 
creating an issuer favourable 
environment. The ‘issuer universe’ 
will continue to grow in 2014 as 
more companies will look to diversify 
their sources of funding away from 
more traditional methods. 
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The USPP market witnessed 
extremely strong investor demand 
over the course of 2013, as 
investors showed more flexibility 
and appetite for the asset class as 
well as an increased investor base 
beyond the regular buyers. Under 
allocations were a significant issue 
for investors and consequently 
investors will look to increase their 
investment size in 2014. Australasian 
credits continue to be the number 
one or two non-US geographic 
exposures in most investors’ 
portfolios, with a highlighted interest 
in infrastructure, REITs and utilities.

Outlook
Moving into 2014, the outlook on 
investor confidence and appetite 
remains strong. There is currently 
sufficient investor portfolio demand 
among institutional investors for 
USPPs to grow even beyond the 2012 
record volume of US$57.8 billion. 
Because of the lack in supply over the 
course of 2013, this pent-up demand 
will flow into 2014. USPP investors 
will continue to provide bids across 
a wide range of maturities from three 
to 30 years, with the bulk of demand 
in the seven- to 12-year maturity 
spectrum. Investors have stated their 
intentions to commit similar or greater 
volumes than they did in 2012. 

Debt Capital Markets
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The outlook for the first half of 2014 
looks particularly aggressive in terms 
of market bidding, as investors seek 
to have a good start to the year and 
achieve annual investment budgets.

USPP Issuer and Investor 
Engagement 
In July 2013, the DCM team hosted 
a one-week comprehensive 
Australasian market overview on the 
USPP market in Byron Bay. This event 
was designed to connect the largest 
USPP investors with Australasian 
blue-chip corporate clients, allowing 
them to discuss and debate market 
developments and opportunities. 

This was a first for the Commonwealth 
Bank. Both sets of clients bought 
into the concept, and final attendees 
included 17 US investors representing 
15 of some of the most active 
institutions in the market, as well as 
40 top-tier issuers – both existing and 
potential – as well as industry experts 
from a range of sectors.

Because of the magnitude of 
attendees, the event became a major 
networking opportunity for everyone 
involved. The attendees were able 
to cultivate lasting relationships with 
other borrowers, and develop new 
relationships with investors, which is 
particularly useful in the USPP market 
given that the investors tend to devote 
their careers to the market and there 
is little turnaround within institutions.

The event was structured as a 
series of sector-based roundtable 
discussions, allowing issuers and 
investors to discuss their respective 
businesses and provide insights 
into the major challenges and 
opportunities for each sector within 
the Australasian context. The topics 
discussed included the Australasian 
economy as a whole; the property 
sector (office, retail, industrial, and 
residential); economic and social 
infrastructure; the utility sector, with 
particular focus on the changing 
regulatory environment; product 
innovation systems in Australasia; 
and the natural resources sector. 

In addition to the roundtable 
discussions, we organised a series 
of one-on-one meetings. This gave 
issuers the opportunity to have 
exclusive time with investors and 
provide an update on their business. 
A sequel to the conference will likely 
be on the cards in the near future.

USPP KangaNews Awards 
“Deal of the Year” Awards
Each year KangaNews polls 
Australasian debt market 
participants to determine the 
winners of the annual KangaNews 
Awards. With hundreds of votes, 
the result is a true reflection of 
market participants’ views on the 
firms and individuals involved. We 
are pleased to announce that the 
Commonwealth Bank USPP team 
has now won the KangaNews 
“Deal of the Year” Award for the 
third year in a row.

The Commonwealth Bank served as 
the joint lead agent: 

 › in 2013, on behalf of Treasury 
Wine Estates’ inaugural USPP 
issue for US$250 million

 › in 2012, on behalf of FOXTEL 
Group. This marks the second 
agented USPP on behalf of 
FOXTEL, having now raised 
a total of US$680 million and 
A$100 million

 › in 2011, on behalf of the 
Australia Pacific Airports 
(Melbourne) Pty Limited 
(Melbourne Airport) USPP for 
US$600 million. 

This achievement demonstrates 
the Bank’s consistent performance 
in the USPP market space, and 
it is very pleasing that our clients, 
investors and other intermediaries 
have recognised our reliably superior 
performance. 

Treasury Wine Estates Limited

US$250M

Senior Notes due 2020,  
2023, 2025

Joint Lead Agent

November 2013

FOXTEL Group

US$500M and A$100M

Senior Unsecured Notes  
due 2019, 2022, 2024

Joint Lead Agent

May 2012

Australia Pacific Airports 
(Melbourne) Pty Limited

US$600M

Senior Notes due 2021,  
2023, 2026

Joint Lead Agent

July 2011
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Executive Summary
 › 2013 was a significant year for 

the Australian and New Zealand 
securitisation market, with total 
issuance in excess of A$31 
billion – the highest volume 
since the GFC. 

 › Pricing was tighter across all 
asset classes – prime RMBS 
margins were 50–60 bps lower 
than in 2012. 

 › Commonwealth Bank, under 
its Medallion program, issued 
the largest RMBS since 2007, 
the A$3.2 billion Medallion Trust 
Series 2013–2. 

 › There was continued strong 
investor demand and the 
emergence of new asset 
classes in ABS. 

 › Ongoing strong credit 
performance of underlying assets 
was demonstrated across the 
securitised spectrum. 

 › The AOFM withdrew its funding 
support of RMBS, given positive 
market conditions and investor 
sentiment. 

 › Regulators issued constructive 
commentary as the Australian 
Prudential Regulation Authority 
(APRA) outlined its views on 
prudential reform and the 
Basel Committee on Banking 
Supervision released its second 
consultative paper on revisions 
to the Basel securitisation 
framework. 

 › With stable economic 
conditions, signs of growth in 
underlying asset origination and 
more clarity over the regulatory 
outlook, the securitisation 
market in 2014 is set to build on 
a strong 2013. 
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Total Volume of Issuance
2013 was a record post-GFC 
issuance year, with RMBS, ABS 
and CMBS issuance totalling 
A$31.228 billion. Prime RMBS 
almost doubled, with issuance  
of A$23.390 billion compared  
to A$12.472 billion in 2012.  
Non-conforming RMBS achieved 
record issuance of A$1.750 billion 
compared to A$900 million in 2012.

ABS issuance was also strong 
at A$5.534 billion compared to 
A$5.121 billion in 2012. The first 
CMBS issue since 2011 was 
completed, with a A$250 million deal 
followed by a A$304 million credit 
tenant lease transaction. Increased 
demand for RMBS and ABS during 
2013 meant that securitisation 
product accounted for 35% of 
domestic credit issuance.

Domestic Banks; 35% Corporate; 11%

Securitisation; 35% Foreign Banks; 19%

2013 – Total Issuance Volume

Source: CBA

Securitisation  
Market 

Commonwealth Bank issued 
A$5.735 billion of RMBS through 
its Medallion program in 2013.

Australian Securitisation Issuance Summary

Domestic & Offshore (A$m*) 2012 2013

RMBS – Prime 12,472 23,390

RMBS – Non-Conforming 900 1,750

ABS 5,121 5,534

CMBS/CTL - 554

Total Securitisation Issuance 18,493 31,228

* A$ equivalents based on fixed rate on currency swap 
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Improved investor sentiment and market confidence 
led a number of issuers to return in 2013.

Tightening of Spreads
Pricing in 2013 tightened 
significantly across all asset classes 
compared to 2012. In 2012, major 
domestic bank RMBS Class A note 
pricing was around 140 bps; this 
contracted to 80–90 bps in 2013. 
This theme was reflected in non-
conforming and ABS issuance.

Improved investor sentiment and 
market confidence led a number of 
issuers to return in 2013. 

2013 saw a number of first-time 
issuers successfully place deals 
in the market. Origin Mortgage 
Management Services (a 
subsidiary of Columbus Capital) 
and Australian Finance Group (via 
AFG Securities) successfully placed 
prime RMBS deals of A$500 million 
and A$275 million respectively. 

Australian Securitisation Primary 
Pricing Summary
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*  Selected one-month BBSW pricing 
based on Senior AAA Notes and WAL

Ongoing Demand for ABS
ABS markets had a record year of 
issuance in 2013, involving a variety 
of issuers and asset classes. 

Auto loans were again the major 
asset class, accounting for 
approximately 70% of the  
A$5.5 billion issuance for the year. 
Macquarie Leasing dominated the 
sector, issuing three public deals 
under its SMART program.

FlexiGroup issued two ABS deals 
during the year: a A$210 million 
commercial lease receivable deal 
and a A$270 million unsecured 
consumer receivable deal under its 
Certegy Ezi-pay programme. 

Continuing the theme of varied 
asset classes issued in 2013, 
Investec issued its A$278.19 million 
Impala Trust No.1 Sub-Series 2013–
1 deal, backed by auto, equipment 
finance leases, commercial hire 
purchase agreements, and goods 
mortgages to accountants and 
health industry participants.

Another notable ABS deal during 
the year was from VW Australia, for 
its debut A$ auto ABS transaction: 
the A$500 million Driver Australia 
One Trust Class A Notes, which, 
priced at BBSW1M+85bps, and 
was the tightest ABS pricing for a 
similar tenor since the GFC (Crusade 
ABS 2013-1 subsequently priced at 
BBSW1M+80bps). The pricing on 
this deal reinvigorated debate as to 
whether ABS pricing would trade 
inside RMBS, which is the norm in 
offshore securitisation markets.

ABS Issuance by Issuers 2013

Macquarie Bank 34%

Bank of Queensland 16%

FlexiGroup 8%

CNH 7%

Investec 5%

Liberty Financial 5%

VW Financial Services Australia 9%

St George / WBC 18%

Source: CBA

RMBS and ABS 
Performance
The performance of Australian 
RMBS in 2013 continued to be 
stable, with arrears declining. 
As at 30 November 2013 (latest 
available), Standard and Poor’s 
Performance Index (SPIN) for 
prime loans had declined to 1.11% 
after peaking during the year at 
1.69% in January. S&P’s (SPIN) 
index for sub-prime loans also 
continued to decline, at 5.41% 
as at 30 November 2013 (latest 
available) compared to the peak  
of 8.11% in Janauary.
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ABS continued to perform well  
in 2013. Moody’s quarterly  
ABS performance review for Q3 
2013 found delinquencies for 
Australian ABS decreased over  
the quarter. 2010 is the most 
seasoned outstanding vintage,  
and as at the end of September 
2013 (latest available), Moody’s 
reported cumulative defaults of 
1.6% and net losses of 0.8% for 
this vintage. Moody’s reports 
that levels of default and net 
losses performed similarly across 
2008–2012 vintages.

The former Labor Government’s 
proposal to amend the tax 
outcome on novated leases led 
to a plateau in car sales and 
reduced the amount of novated 
leases included in ABS pools. 
These proposals have now been 
scrapped by the new Coalition 
Government. Typically, auto  
ABS deals exhibit the lowest 
arrears performance in ABS,  
and with an increase in the 
issuance of non-auto ABS likely 
in 2014, overall credit quality may 
decline slightly.

Medallion Sets Benchmark 
Pricing and Volume 
Levels in RMBS Market
The Commonwealth Bank issued 
two deals under its Medallion 
program in 2013, setting the 
benchmark for price and volume 
in the RMBS markets. In February 
2013, the A$2.535 billion Medallion 
Trust Series 2013–1 was the 
largest RMBS since 2011 and the 
second largest since the GFC. 

The deal brought the tightest 
pricing on a RMBS deal since the 
GFC, with the A$1.013 billion, 2.3-
year WAL, Class A1 Notes pricing 
at BBSW1M + 80bps. In August, 
the Bank followed up this deal with 
the A$3.2 billion Medallion Trust 
Series 2013–2 – the largest RMBS 
issue since the GFC and equalling 
the tightest pricing since the GFC 
in its February deal.

Withdrawal of AOFM
In April 2013 the AOFM ended its 
investment program in RMBS, 
following an ongoing resurgence in 
market-based demand that meant 
AOFM’s support was no longer 
required. The end of the program 
was a positive indicator, as it gave 
investors official confirmation 
of the health of the market. The 
AOFM also sold down some of its 
holdings of RMBS throughout the 
year, evidencing the increasing 
liquidity for the asset class in the 
secondary market.

Regulatory Environment 
Developments
The Australian securitisation market 
is awaiting a revised draft of the 
securitisation prudential standard 
APS120. APRA provided some 
guidance on what is expected in 
the draft at the annual securitisation 
conference in 2013. The key 
proposed change to APS120 
flagged at that event included the 
announcement that APRA may 
permit the use of master trust 
structures. If permitted, this will help 
issuers structure transactions to 
meet investors’ specific objectives 
and also open up the offshore 
market to Australian issuers. The 
cost of cross-currency swaps, 
in particular the prepayable 
component, has been a major issue 
restricting offshore issuance to date.

In further regulatory news for 
the securitisation industry, the 
Basel Committee on Banking 
Supervision issued its second 
consultative paper on revisions 
to the Basel III securitisation 
framework in December. 

The Committee has significantly 
reduced the proposed capital 
requirements from its initial 
proposal in late 2012, including 
a 15% risk-weight floor for all 
approaches, compared to the 
20% for one year maturities 
(58% for 5 year maturities) 
floor originally proposed. In 
addition, the framework for 
calculating capital charges has 
been simplified by removing the 
modified supervisory formula 
approach (MSFA).

Outlook
2014 is set to build on the solid 
year laid down in 2013. Evidence 
points to the market having passed 
its cyclical low in residential 
mortgage growth, and with interest 
rates expected to remain relatively 
low, boosting confidence, most 
asset originators are anticipating 
increased origination volumes.  
A healthy pipeline of transactions is 
being prepared for capital markets 
issuance during early 2014. With 
improved investor sentiment and 
clarity over the regulatory outlook, 
2014 should see solid issuance 
volumes again. The year ahead 
is likely to include new asset 
types, new issuers, increasing 
innovation, and the development 
of an offshore bid for Australian 
securitisation products is also set 
to grow.

With improved 
investor 
sentiment and 
clarity over 
the regulatory 
outlook, 2014 
should see 
solid issuance 
volumes again.

Securitisation Market
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Medallion Trust Series 2013-1

A$2,535 million

Prime RMBS

Arranger and Joint Lead 
Manager

February 2013

In February 2013, the Bank 
launched and priced a benchmark 
A$2.535 billion prime RMBS deal 
under its Medallion program. The 
deal was notable as at issuance it 
was the largest RMBS since 2011 
and the second largest since the 
GFC. The deal brought the tightest 
pricing on any RMBS issue since 
the GFC, with the A$1.013 billion, 
2.3-year WAL, Class A1 Notes 
pricing at BBSW1M + 80 bps. The 
Bank arranged and structured 
an innovative multi-tranche 
financing that maximised investor 
participation and issuance volume 
across a range of tenors in both 
fixed-rate and floating-rate formats.

Liberty  
2013-2 Trust 

A$500 million

Non-Conforming RMBS

Co-Manager

April 2013

The Bank acted as co-manager for 
Liberty’s second non-conforming 
deal of 2013, following strong 
reverse enquiry interest from 
Liberty’s first deal (Liberty Series 
2013–1 Trust) issued in March 2013. 
The A$175 million, 1.7-year WAL, 
Class A2 Notes were priced at a 
margin of 110 bps over BBSW1M. 
40% of the issuance was placed to 
offshore investors.

PRS Trust No.10

A$350 million

Non-Conforming RMBS

Arranger and Joint  
Lead Manager

April 2013

The Bank acted as arranger and 
joint lead manager for Pepper, and 
structured the multi-tranche financing 
that optimised investor participation 
and provided the most effective 
delivered funding cost. Pepper 
was able to achieve the tightest 
weighted average AAA pricing on 
non-conforming RMBS since the 
GFC. The deal was also Pepper’s 
largest non-conforming RMBS since 
2007. The A$245 million, 2.3-year 
WAL, Class A1 Notes were priced at 
BBSW1M + 120 bps.

Pepper Prime 2013-1 Trust

A$500 million (equivalent)

Prime RMBS

Joint Lead Manager & Cross 
Currency Swap Provider

August 2013

The Bank acted as joint lead 
manager and cross-currency swap 
provider on Pepper’s second prime 
RMBS, which was refinancing a 
portfolio acquired from GE Capital 
in 2011. All the rated A$ notes 
were oversubscribed, placed with 
external investors and printed inside 
initial price guidance. The Bank 
provided the US$250 million cross-
currency swap to hedge the US$ 
denominated Class A-u1 Notes.

Medallion Trust Series 2013-2

A$3,200 million

Prime RMBS

Arranger and Joint  
Lead Manager

August 2013

In August 2013, the Bank priced 
its second issuance of the year 
under its Medallion program, with 
the benchmark A$3.2 billion prime 
RMBS deal. The deal was the 
largest post-GFC Australian RMBS 
and equalled the tightest pricing 
from its first issuance of the year. 
The deal provided a positive market 
backdrop by setting a new primary 
RMBS benchmark. The A$2.011 
billion, 2.5-year WAL, Class A1 Notes 
were priced at BBSW1M + 80 bps. 
The deal also included A$400 
million fixed-rate, soft-bullet (Class 
A3) Notes that were included in the 
UBSA Composite Bond Index.

Flexi ABS Trust 2013-2

A$270 million

ABS – Unsecured  
Consumer Receivables

Arranger, Joint Lead  
Manager and Fixed Rate  

Swap Provider

September 2013

The Bank acted as arranger, joint 
lead manager and fixed-rate swap 
provider for FlexiGroup’s third and 
largest securitisation, backed by 
Certegy unsecured consumer 
receivables. Pricing on the Class 
A1 Notes and Class A2 Notes 
tightened by 10 bps and 30 bps 
respectively when compared to the 
same tranches in Flexi ABS Trust 
2012–1. Strong investor demand 
was demonstrated by significant 
oversubscription in the subordinated 
notes across the capital structure.
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Progress 2013-1 Trust

A$650 million

Prime RMBS

Joint Lead Manager

September 2013

The Bank acted as joint lead 
manager for AMP’s 16th 
securitisation deal. The deal was 
upsized from an initial launch 
volume of A$500 million and 
priced at or inside guidance on 
all tranches. The Class A Notes 
priced in line with recent ADI 
RMBS and the Class AB and 
Class B1 Notes tightened by 
10 bps compared to guidance. 
There was strong investor 
support, demonstrated by an 
oversubscribed issue across the 
capital structure.

SMHL SF 2013-1

A$1,250 million

Prime RMBS

Joint Lead Manager

October 2013

The Bank acted as joint lead 
manager for ME’s RMBS deal that 
was upsized from an initial launch 
volume of A$750 million. The 
Class A Notes priced at BBSW1M 
+ 95 bps which was significantly 
inside their previous issue (135bps 
2.4 year WAL). Exceptional investor 
interest led to accounts being 
scaled in the Class A Notes. There 
was a total of 27 investors in the 
Class A Notes, with 6 investors in 
the Class B Notes.

ConQuest 2013-1

A$322 million

Prime RMBS

Joint Lead Manager 

November 2013

The Bank acted as joint lead 
manager for MyState’s return to 
the RMBS market after a three 
year absence. This was also the 
first deal with loans originating from 
MyState and the Rock Building 
Society. All the notes were placed 
with external investors, providing 
MyState with regulatory capital relief. 
The A$296.24 million Class A Notes 
with a 3.1 year WAL were priced at 
BBSW1M + 110 bps.

PRS Trust No.11

A$350 million

Non-Conforming RMBS

Joint Lead Manager 

October 2013

The Bank acted as joint lead 
manager, with the issue rounding 
out Pepper’s largest ever year of 
issuance at A$1.2 billion. The deal 
secured tight AAA pricing, in line 
with Pepper’s successful PRS10 
transaction earlier in the year, and 
with longer funding duration. Fifteen 
investors participated in the deal, 
with a 58% to 42% split across 
asset managers and financial 
institutions.

Resimac Bastille Trust  
2013-1NC

A$350 million

Non-Conforming RMBS

Joint Lead Manager and 
Liquidity Facility Provider

December 2013

The Bank acted as joint lead 
manager and liquidity facility  
provider for Resimac’s third  
non-conforming RMBS issuance. 
This helped Resimac achieve  
A$1.1 billion in total RMBS issuance 
over the year. The A$245 million 
Class A1 Notes with a 2.1-year WAL 
were priced at BBSW1M + 120 bps. 
Strong oversubscription allowed the 
subordinated notes to tighten from 
the initial price guidance. Twelve 
investors participated, with an 80% 
to 20% split across asset managers 
and financial institutions.

Securitisation Market
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Equity Market 
Performance
The S&P and ASX200 rallied by 
15.1% during 2013, closing at its 
highest level since mid-2008. Gains 
across the market were supported 
by a combination of almost 
record-low domestic interest rates, 
a depreciating Australian dollar 
and increasing liquidity in the 
global financial system. Consumer 
discretionary and financial stocks 
outperformed in this environment, 
resources stocks underperformed 
and mining investment peaked.

Notwithstanding the positive 
performance, Australian equities 
underperformed their global peers, 
fettered by below-trend economic 
growth and subdued consumer 
and business confidence for much 
of the year.
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Follow-On Raisings
Issuers took advantage of the 
supportive underlying conditions 
to tap equity capital markets, with 
issuance totalling A$28.0 billion in 
2013, an increase of 64% on the prior 
year. Issuers were more optimistic 
in their use of proceeds; 40% of all 
funds raised were deployed for M&A 
purposes to fund a number of large 
transactions announced towards 
the end of the year. An increasing 
willingness for company boards to 
pursue large-scale M&A bodes well 
for the equity market in 2014.
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IPO Market Conditions
The IPO market reopened in 
spectacular fashion with a flurry 
of major listings towards the end 
of 2013 and volumes rebounding 
to A$6.2 billion. An astonishing 
A$4.3 billion was raised in December 
alone – more than the last three years 
of issuance combined (excluding 
the A$4.1 billion raising for the 
privatisation of QR National in 2010). 
The resurgence was facilitated by 
improving equity market valuations, 
which narrowed the bid–ask spread 
for vendors approaching the market, 
coupled with improving investor 
optimism and a renewed appetite for 
equities as an asset class. 

While a number of the more 
recent floats underperformed in 
the secondary market, this can be 
attributed to the significant issuance 
volumes that the market had to 
absorb, coupled with a market-wide 
sell-off in early December.
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2014 Outlook
Commonwealth Bank’s Equities 
group remains optimistic about the 
outlook for 2014. Equity markets 
should continue to perform well in 
an environment of low global and 
domestic interest rates, benign 
inflation and a depreciating Australian 
dollar, especially if the domestic 
economy returns to trend growth 
as anticipated. Of vital importance, 
particularly to sustain the material 
valuation uplift across the market, will 
be a recovery in corporate earnings.

The Bank is forecasting earnings-
per share growth of 21% across the 
S&P and ASX200 in 2014. From a 
sector-specific viewpoint, stocks 
leveraged to a recovery in residential 
construction should outperform, 
as should those with significant 
offshore earnings.

From a capital markets perspective, 
a sustained lift in M&A activity should 
underpin stronger follow-on, raising 
volumes. An uplift in M&A typically 
follows increased IPO issuance as 
board and investor confidence lifts 
and we saw this trend beginning to 
develop in the latter stages of 2013. For 
those companies without identifiable 
value-accretive opportunities, capital 
returns to shareholders will remain 
on the agenda.

The IPO market should remain open, 
though issuance is likely to be less 
frenetic than in 2013, as the backlog 
of transactions reduces and investors 
become more discerning, selecting 
only higher-quality opportunities.

Equity Capital  
Market
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Australia and New Zealand Loan Markets1 Debt Capital Markets2

Industry Total Volume 
(US$m) 

Percentage 
(%)

Number of 
Deals

Total Volume 
(US$m) 

Percentage 
(%)

Agriculture, Forest Products  
and Environmental

$7,145.42 6.68 19 294.60 1.0

Business Services $5,306.00 4.96 15 692.27 2.3

Energy and Power $17,378.31 16.25 31 5258.27 17.5

Financial Services* $7,834.37 7.33 17 – 0.0

Food and Beverage $2,877.34 2.69 10 282.33 0.9

Healthcare $7,390.74 6.91 16 500.0 1.7

Infrastructure $16,864.14 15.77 19 6525.24 21.7

Leisure, Gaming and Entertainment $2,849.76 2.66 9 – –

Media and Telecommunications $7,261.47 6.79 13 2054.88 6.8

Metals, Mining and Equipment $3,755.13 3.51 16 7872.16 26.2

Property and Construction $19,196.12 17.95 40 3855.00 12.8

Retail $3,107.43 2.91 15 1115.72 3.7

Transport, Services and Equipment $5,973.35 5.59 21 1642.46 5.5

Grand Total $106,939.60 100.00 241 31,726.01 100.0
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Agriculture, Forest Products and Environmental: Refinancing underpinned activity
Volumes in the agriculture, forest 
products and environmental 
sector were up significantly by 
approximately 81% with 2013 
achieving US$7.15 billion in volume. 

The main driver for volume in 
this industry was from upcoming 
maturities for existing facilities, and 
borrowers refinancing ahead of 
maturities to take advantage of the 
favourable loan market conditions. 

A few noteworthy refinances 
occurred during the year, such 
as Emerald Grain Australia 
extending its A$560 million 
revolving facility that matured 
later in the year; Ricegrowers 
completing its two refinances for 
upcoming maturities, one earlier 
in the year and the other later in 
the year; Queensland Sugar 
completing two maturities in 2013 
and refinanced A$500 million early 
to mid-year for a further three 
years; and CBH Grain refinanced 
its $400 million working capital 
facility for a further year towards the 
end of the year. 

Although M&A was subdued for the 
industry, we did see a large takeover 
bid attempt towards the end of 
the year, as US company Archer 
Daniels Midland attempted to take 
over GrainCorp for A$3 billion. 
The takeover bid was rejected 
by Treasurer Joe Hockey on the 
grounds of national interest. 

Outlook

It is expected that refinancings will 
continue to be the main driver for 
activity in this sector. US$9.37 billion 
will be refinanced over the next 
three years (2014–2016), and 2014 
will be the lighter of the three years 
(US$1.72 billion to be refinanced). 
Known names in Australia – Visy 
Packaging, Emerald Grain, 
Ricegrowers and CBH Grain – 
will look to complete refinancings 
in 2014, alongside known New 
Zealand names Matariki Forests 
and Open Country Dairy Ltd. 

The advantageous proximity and 
freight costs between Australia 
and Asia will also be a major 
contributing catalyst to stimulate 
M&A activity in the sector and 
accordingly more deals are 
anticipated in 2014.

In Australia, we are witnessing a 
change – and more concerted 
interest – in the quality of our food 
and maintaining healthier dietary 
habits, which in turn is fuelling 
increased consumption of premium 
beef and dairy products. This, 
coupled with a surging population 
growth and a mushrooming middle 
class in Asia, particularly in China, 
has led to market commentators 
predicting that the world will need 
to double its food output by 2050 
to meet demand. This is driving 
expectation for increased activity 
in the agriculture, forest products 
and environmental sector, with an 
emphasis on additional deal flow, 
and activity within the M&A space 
for 2014. 

The market will also continue to 
observe what may potentially 
play out between GrainCorp and 
Archer Daniels Midland, given 
that even though Joe Hockey 
originally rejected the takeover 
proposal, he then subsequently 
gave the option for Archer 
Daniels Midland to increase its 
shareholding to 24.9%. This has 
now left the market wondering if 
this may see another deal on the 
table in 2014.

Sun Rice

A$269 million

Syndicated Facility

Mandated Lead Arranger 
and Bookrunner 

November 2013
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Business Services: Low Tide in the High Sea
Volumes in the business services 
sector were up slightly by 
approximately US$346,000 – around 
a 7% increase from US$4.96 billion 
in 2012 to US$5.31 billion in 2013. 

The main driver for volume in the 
business services industry was from 
refinancing upcoming maturities; 
borrowers were refinancing ahead 
of maturities to take advantage of 
the attractive market conditions, 
especially the compressed 
pricing towards the end of 2013; 
and the trend of financing fund 
distributions to PE owners (dividend 
recapitalisation). 

Internet job search company 
Seek was one of those borrowers 
driven to attain better margins and 
take advantage of strong market 
conditions and strong liquidity. Seek 
refinanced and increased its existing 
facility from A$450 million to A$557 
million before the end of 2013 
(expected to close early 2014), well 
before its maturities were due on its 
existing debt. This was a debt that 
Seek had only established in 2012 
(with three- and four-year tenors). 

Although liquidity was strong, 
business services only had a few 
significant transactions over the 
year. The most notable transaction 
was share registry company Link 
Group’s A$710 million refinance and 
recapitalisation LBO; this transaction 
was heavily oversubscribed and 
received commitments of A$900 
million from the lenders, and the 
lenders were scaled back as a result 
of the strong response. 

The overall syndicate was made 
up of 11 banks, all of which were 
existing lenders. The transaction 
was joint book run, underwritten by 
Commonwealth Bank of Australia 
and Westpac Banking Corporation. 

M&A activity was minimal across 
most of the industries in 2013, 
and business services were no 
different. Activity was mainly seen 
from Private Equity firms trying 
to refinance and recapitalise 
investments to pay dividends to 
shareholders, as demonstrated by 
Link Group (mentioned above). 

The US institutional market 
continued to be a strong source 
of liquidity and provided more 
aggressive structures (such as 
‘covenant lite’, longer tenors 
and higher leverage tolerance) 
to leveraged companies. Facility 
management services company 
Spotless Group launched a 
US$1.05 billion covenant-lite 
loan towards the end of 2013, to 
refinance existing debt and to pay 
a distribution to shareholders. 

Outlook
It is expected that dividend 
recapitalisation will lessen as  
many of the known companies 
would have already completed 
these transactions in 2013.  
Activity may be restrained to 
refinancing activity for business 
services. This will underpin  
overall activity within the industry; 
around US$1.2 billion of facilities 
needs to be refinanced in 2014,

and known names Service 
Stream and SAI Global are 
among those that will have a 
refinancing task to undertake. 
Service Stream has A$140 million 
due for maturity in the first half of 
the year. SAI Global have A$116.7 
million due for maturity in the 
second half of 2014. Despite this, 
the refinancing task will be less in 
2014 compared to 2015 and 2016, 
when the amount of facilities to be 
refinanced will be US$1.5 billion 
and US$2.1 billion respectively.

GROUP

Link Global Group

A$710 million

Syndicated Facility

Mandated Lead Arranger, 
Underwriter and Bookrunner

June 2013
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Industry Spotlight

Energy and Power: Lower Demand, Greater Discounts
2013 presented a challenging year 
for the energy and power industry, 
with declining electricity demand, 
discounting of retail electricity and 
gas prices and softer wholesale 
electricity prices. The heightened 
competition in the industry saw 
falls in revenues and higher 
costs associated with retaining 
customers. The difficulties in the 
industry resulted in Standard & 
Poor’s issuing downgrades to both 
Origin Energy (from BBB+ to 
BBB) and EnergyAustralia (from 
BBB to BBB-). 

Despite the challenges, the energy 
and power syndicated loan market 
volumes remained a key contributor, 
with US$17.378 billion raised from 31 
transactions in 2013 (compared to 
US$14.5 billion in 2012 excluding the 
large APLNG and Inpex Ichthys 
LNG Project totalling US$28.5 
billion). Underwriting returned, with 
banks supporting underwriting for 
Origin Energy (A$7.4 billion) and 
EnergyAustralia (A$2.1 billion) to 
completely refinance their debt 
maturity profiles. 

Although we saw large volumes 
from energy and power corporates, 
there was limited new volume as 
88% of volumes were repaying 
existing debt. There were limited 
New Zealand energy and power 
transactions; only 5% of volumes 
came from this market. Wellington 
Electricity Distribution Network 
raised NZ$335 million and Z Energy 
raised NZ$400 million, both for to 
refinance existing debt maturities. 

Strong activity continued on 
the generation side, with many 
transactions completed in the wind 
farm sector as corporates turn 
their mind to renewable energy 
sources. Wind farms remain the 
dominant renewable energy source 
when compared to solar, tidal 
and biomass. Key transactions 
include Mussleroe Wind Farm, 
which raised A$277 million for 
the construction of the Musselroe 
project, and Pacific Hydro 
Portland Wind Farm, which raised 
A$208 million for the development 
of the Portland Wind Farm 4.

The industry contributed 16.25% 
to the debt capital markets 
with corporate issuances by 
Korea South East Power, 
Transpower, Powercor and SPI 
Electricity & Gas Australia. 
These transactions had maturities 
greater than or equal to seven 
years, with the exception of 
Powercor. In the USPP market, 
three transactions came to this 
market with issuances from 
Wellington Electricity, Contact 
Energy and ElectraNet that 
raised a total of US$770 million.

Other key debt market raisings 
include:

 › Origin Energy’s A$6.6 billion 
underwritten syndicated loan 
facility and €800 million EMTN 
issue, which represents the 
largest deal to completely 
refinance its existing maturities 
into one facility using common 
terms and conditions
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 › Alinta Energy issuing a US$1.17 
billion and A$240 million Term 
Loan B Facility, refinancing its 
debt-to-equity swaps put in 
place in 2011

 › ATCO Gas raising a A$450 
million syndicated loan facility to 
refinance existing maturities.

With major refinancings  
completed, and under US$20 
billion in upcoming maturities  
over the next three years, it is 
unlikely that volumes will reach 
such highs unless ‘new money’ 
projects and transactions come  
to the market.

The outlook for the industry is 
more promising with lower churn 
and lower discounting expected, 
although usage is likely to continue 
on a downward trend. As a result 
of the lagged effect of the FY2013 
discounts, earnings recovery 
will likely be seen in FY2015 and 
FY2016. Other positive factors 
that should help margins improve 
in the longer term include the 
deregulation of retail prices by 

state governments, changes in 
climate change policy, competitive 
stability and improving wholesale 
market dynamics. 

The syndicated loan market  
and DCM both remain a viable 
source of funding for borrowers 
operating in the industry, and will 
continue to be supported by the 
strong investor base of local banks, 
international banks and investors 
across the globe. 

ElectraNet

US$410 million

Senior Secured Notes due 
2017, 2025 and 2028

Joint Lead Agent

February 2013

EnergyAustralia

A$2,100 million

Syndicated Facility

Mandated Lead Arranger, 
Underwriter and Bookrunner

December 2013

GDF Suez

A$169.8 million

Club Facility

Mandated Lead  
Arranger

June 2013

The syndicated loan market 
and DCM both remain a viable 
source of funding for borrowers 
operating in the industry, and 
will continue to be supported by 
the strong investor base of local 
banks, international banks and 
investors across the globe
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Financial Services: Conditions Favourable but Regulatory Change Has Biggest Impact

Sector Overview
Weak credit growth, cost control 
and tougher regulations were 
the key themes Australian banks 
contended with in 2013. Despite this, 
the domestic major banks achieved 
robust profitability and soaring share 
prices in what remains a record-low 
interest rate environment.

Elsewhere in the sector, 
superannuation funds benefited 
from strong investment performance 
and steady contributions, so 
funds under management grew 
significantly. Insurance companies 
had a mixed year, with general 
insurers demonstrating improved 
performance, while life insurers  
were challenged by a significant 
increase in claims.

Interestingly, M&A activity was a 
prominent force in the sector during 
the year, largely centred on Westpac 
acquiring Lloyds Banking Group’s 
Australian assets and Insurance 
Australia Group announcing its 
acquisition of the Australian and 
New Zealand insurance underwriting 
businesses of Wesfarmers.

The outlook for the sector remains 
favourable, but is not without 
its obstacles. Without doubt 
the regulatory environment will 
continue to be a primary focus 
for all participants in this sector. 
The planned government inquiry 
into the financial sector will seek 
to examine the Australian financial 
services industry and make 
significant recommendations aimed 
at realigning the industry. This will 
likely bring challenges as well as a 
fresh set of opportunities.

Furthermore, Basel III remains on 
the forefront of regulatory change, 
with APRA announcing in late 2013 
that banks identified as ‘domestic, 
systematically important banks’  

will be required to hold more capital 
in reserve. APRA began phasing in 
the new capital framework from the 
beginning of 2013.

Debt Markets Issuances
Despite a period of volatility in 
mid-2013, given the uncertainty 
around US monetary policy, 
funding conditions were generally 
favourable for financial services 
issuers across the debt markets.

Although total contribution to full-year 
syndicated loan market volumes 
from financial services borrowers 
was relatively small (7.33%), 2013 did 
see some of the largest transactions 
executed in the syndicated loan 
market from this sector. AMP  
Group Finance Services Limited 
closed a A$1 billion syndicated 
facility targeting relationship  
banks and Asian investors. 

The facility was strongly supported 
and the syndication closed well 
oversubscribed. American 
Express Credit Corporation 
finalised a A$2 billion refinancing, 
allowing the borrower to extend 
the existing maturity by a year. The 
transaction obtained support from 21 
lenders. Macquarie Group Limited 
also closed a US$1.82 billion facility 
before the end of 2013 to refinance 
its existing debt. Although financial 
services borrowers have traditionally 
relied on other sources for funding, 
in 2013 borrowers sought to access 
the loan markets to diversify funding, 
obtain flexibility through revolving 
tranches and secure relatively 
attractive pricing.

Bank issuances remained steady 
in debt capital markets in 2013, 
with a total issuance volume of 
A$44.5% billion, largely driven by 
a 45% growth in foreign bank and 

branches issuances over 2012. In 
the securitisation market, domestic 
and foreign banks represented 54% 
of volumes raised. 

2014 Outlook
Open capital markets provided 
issuers the ability to address their 
upcoming financing requirements 
in a choice of markets.

2014 will see a handful of financial 
services borrowers access the 
syndicated loan market to address 
upcoming maturities. Wealth 
management entities Colonial 
Finance Limited and National 
Wealth Management Holdings 
have A$315 million and A$225 
million (respectively) maturing, and 
AMP Group Finance Limited also 
has a A$500 million tranche set 
to mature in 2014. It is likely that 
borrowers accessing the syndicated 
loan markets will continue to be met 
with strong interest as loan market 
investors actively seek well-rated, 
high-quality assets. However, pricing 
will be the key to unlocking liquidity 
as return hurdles are continuously 
pressed. In the absence of any 
major shocks to global confidence, 
the debt capital markets and 
securitisation market will continue 
to remain open to supporting bank 
issuances throughout 2014.

AMP Financial Services

A$1000 million

Syndicated Facility

Mandated Lead Arranger 
and Bookrunner 

August 2013
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Food and Beverage: A Hotbed of Action
A Happy Hunting Ground
The food and beverage sector 
proved to be a happy hunting 
ground for many in 2013. The year 
started with the iconic Inghams 
being put up for sale and ended 
with a bidding war between 
Murray Goulburn Co-Operative, 
Bega Cheese and Saputo for 
Warrnambool Cheese & Butter, 
which has to date driven up the 
targets share price by 120%. 

In between these two transactions, 
many participants took advantage 
of the improving market conditions 
to refinance early and extend their 
debt maturity profiles, via the loan 
market or DCM. Overall, the sector 
experienced a more than 200% 
increase in the total syndicated 
volume compared to 2012, with 
Treasury Wine Estates and 
Coca-Cola Amatil also taking 
advantage of improved DCM 
conditions by accessing the USPP 
and Euro MTN markets. 

Liquidity for Food and 
Beverage Borrowers
The food and beverage sector 
proved popular with LBO funds 
over the years; 2013 saw TPG 
Capital join the fray with the A$850 
million acquisition of Inghams. 
The acquisition was backed by 
an underwritten A$748.42 million 
leveraged loan, which ultimately 
proved to be the largest LBO 
completed in 2013. This facility 
showed continued strong demand 
for loans in the sector, with 11 
banks joining the seven original 
underwriters. 

In addition to TPG Capital, 
several other leveraged funds took 
advantage of the market conditions 
to refinance existing loans. Pacific 
Equity Partners was particularly 
active in refinancing facilities backing 
the Griffin’s Food and Nestle’s Ice 
Cream acquisitions it completed in 
earlier years. 

Elsewhere in Australia, Queensland 
Sugar Corp refinanced its existing 
A$500 million facility twice in 2013, 
in a sign of the attractiveness of 
market conditions, and Collins 
Foods (A$145 million) and PFD 
Food Services (A$94.5 million) 
also refinanced early. 

Over in New Zealand, the food and 
beverage sector has always been 
integral to the loan market, and 
2013 proved to be no exception. 
Of greatest significant was the 
NZ$270 million deal for Synlait 
Milk, which refinanced the 
company’s existing indebtedness 
and backed the successful NZ$322 
million IPO of the company. 

Transactions were also completed 
for Sanford Seafood (NZ$200 
million), Sealord Group (NZ$90 
million) and the aforementioned 
Griffin’s Food (NZ$356.5 million) 
refinancing. These transactions 
were dominated by the Australian 
major lenders, with Rabobank also 
participating in several deals. 

Outlook
With the takeover battle for 
Warrnambool Cheese & Butter 
continuing, and private equity funds 
and other foreign buyers increasingly 
looking for opportunities in the sector, 
2014 is expected to be a record year 
for the food and beverage sector. 

Despite Coles and Woolworths 
in Australia entering into a grocery 
code of conduct, margin pressure is 
expected to remain intense for sector 
participants, pushing CEOs and CFOs 
to find cost savings where possible. 
This is expected to lead many market 
participants to continue to refinance 
early, but may also continue to drive 
M&A activity as corporates seek scale 
to improve their negotiating power 
with the dominant retailers. 

Refinancing activity will underpin 
overall activity with facilities of 
around US$1.9 billion needing 
to be refinanced, including for 
market regulars Murray Goulburn 
Co-Operative, Fonterra Co-
Operative, Goodman Fielder and 
Bright Foods. 

The opening up of the IPO market 
will likely see a number of PE 
investments refresh their exit 
plans, with household names such 
as Griffin’s biscuits and Tegal 
chicken among those mentioned 
as potential IPO candidates. 

New issuances from regular DCM 
participants Coca-Cola Amatil 
and Fonterra Co-Operative are 
expected to underpin volumes in 
DCM, with market conditions seen 
as a determining factor for broader 
sector appeal.

Treasury Wine Estates Limited
US$250 million

Senior Notes due 2020, 2023  
and 2025

Joint Lead Agent

November 2013
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Healthcare: The Golden Age
Revenue Set to Increase as a 
Result of Ageing Population 
The Healthcare sector represents 
a diverse range of companies in 
pharmaceuticals, biotechnology, 
medical practice and pathology, 
as well as healthcare operators. 
Demand for more and higher-quality 
preventive and long-term care is 
expected as a result of the ageing 
population, and the healthcare 
industry already saw huge volume 
growth in 2013. Despite this, there 
is continued uncertainty among 
some in the healthcare industry 
as the newly elected Australian 
Government scrutinises ways to 
control costs and reduce the budget 
deficit through the privatisation 
of Government-owned assets. 
Future demand is expected to 
be underpinned by the ageing 
population, and increases in chronic 
and preventable illness (such as 
diabetes, heart disease and obesity).

Volumes in the healthcare  
sector were up significantly –  
by approximately US$4.7 billion –

compared to 2012; this is about 
a 174% increase from US$2.7 
billion in 2012 to US$7.4 billion in 
2013. This tremendous jump in 
volume numbers reflects the strong 
demand and continued activity in 
the healthcare sector, focused on 
preventive and long-term care for 
an ageing population. 

Volumes in the healthcare industry 
were largely driven by upcoming 
maturities for existing facilities, event-
driven transactions, and the trend 
of financing fund distributions to PE 
owners (dividend recapitalisation). 
We’ve also seen a trend towards 
brownfield development across 
healthcare service providers 
(hospitals, aged care and medical 
centres), with the goal of increasing 
capacity to meet forecast increases 
in demand.

The year started strong, with 
PE-owned and Australia’s largest 
well-known integrated healthcare 
provider Healthscope launching a 
A$150 million five-year subordinated 
note issue to pay down senior debt. 

This was later upsized to A$305 million 
due to strong investor demand. 
Later in the year, GenesisCare – 
one of Australia’s largest private 
providers of cardiology, radiation, 
oncology and sleep treatments – 
finalised a refinancing and dividend 
recapitalisation for approximately 
US$280 million in the Australian loan 
market; the syndicate of lenders 
included investment banks and funds. 
Australia’s largest medical imaging 
network I-med also launched a 
A$250 million refinance into the 
loan market. This was underwritten 
by ANZ, Commonwealth Bank of 
Australia and Morgan Stanley, and 
closed at the end of 2013. 

Outlook
The newly elected Australian 
Government is known to be 
examining state assets it may 
privatise, to assist with budget 
savings. Government-owned 
private medical insurer MediBank 
Private is currently the subject 
of a privatisation study, and it is 
expected that the sale process 
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will be finalised in February 2014, 
which may mean that MediBank 
Private announces an IPO in 2014. 
Although privatisation of assets is 
not the only way to achieve savings, 
the Government is actively looking 
to divert patients away from hospital 
care, into sub-acute and home care 
to reduce health spending, as well 
as pushing other health spending 
back onto patients, including a $5 
general practitioner fee, means 
testing for private health rebates 
and means testing for aged care 
resident contributions.

HealthScope is also currently 
rumoured to be considering an IPO 
in 2014, amid speculation that it was 
sounding out prospective investor 
appetite for its potential A$4 billion 
float later in 2013. The market 
expects that there will be a deal in 
the second or third quarter of 2014. 

It has been reported that Japara 
may announce an IPO in 2014, 
which would make it the first aged 
care provider to do so. 

Healthbridge IVF (Monash IVF 
& Repromed) has also reported 
that PE sponsors (Ironbridge) are 
considering an IPO exit in 2014.

Refinancings will make up some 
of the activity for the healthcare 
sector, with A$1.7 billion due in 
2014, including well-known names 
Sonic Healthcare and Ramsay 
Healthcare.

It is anticipated that the IPO 
market will be busy, with the above 
mentioned MediBank Private, 
Japara and HealthScope IPOs 
rumoured to be launching in 2014. 

Healthscope

A$305 million

Healthscope Subordinated  
Notes II

Joint Lead Manager and 
Bookrunner

March 2013

I-MED Network

A$250 million

Syndicated Facility

Mandated Lead Manager, 
Underwriter and Bookrunner

November 2013

PRIMARY Health Care Ltd

A$1,250 million

Syndicated Facility

Mandated Lead Manager and 
Bookrunner

November 2013
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Infrastructure: Global Interests in Local Assets
The infrastructure sector has long 
been a significant driver of loan 
volumes in the Australasian loan 
market, and due to the nature of 
the industry, the transactions tend 
to be large. 2013 was no exception.

Infrastructure assets have always 
been considered as attractive 
assets to lend against, as they are 
generally tangible, have quantifiable 
or measurable cash flows (although 
there have been some recent well-
documented issues with inflating 
these ‘measurable cash flows’) and 
are capex-intensive. 

Infrastructure transactions 
completed in 2013 included:

 › new debt facilities for MAPs, 
RiverCity Motorway and the 
Cross City Tunnel, finance for 
the privatisation of Port Kembla 
and Port of Botany sold by 
the NSW Government, and 
development finance for the 
Sydney Convention Centre

 › refinances or capex facilities for 
Aurizon, Sydney Desalination 
Plant, AquaSure, ConnectEast 
Tollway, Brookfield Rail, 
Lane Cove Tunnel and various 
Australasian ports.

2013 saw nearly US$17 billion 
in lending for deals defined as 
infrastructure transactions. This 
was the third-largest sector by 
volume in Australasia. The largest 
transaction in the sector was the 
refinance of the AquaSure (Victorian 
Desalination Plant) at A$3.73 billion, 
and there were six loans valued at 
more than US$1 billion. The total 
loan volume in 2013 was up more 
than 80% compared to 2012, while 
the number of transactions classified 
as infrastructure was also up – 
increasing from 13 deals to 19.  

The transactions were a mix of club 
and syndicated facilities and the 
larger transactions were generally 
syndicated.

Developments in the sector over 
2013 included:

 › the increasing attractiveness of 
the sector to equity sponsors for 
both domestic (Industry Funds 
Management, Queensland 
Investment Corporation, 
Hastings Funds Management) 
and offshore (Canadian and 
Chinese) infrastructure investors

 › the utilisation of DCM as 
part of the debt financing for 
desalination plants, toll-roads, 
seaports and Aurizon, and the 
refinancing of PPPs.

In 2014, we would expect to see:

 › continued deal flow in the 
sector from further government 
privatisations (possibly the Port 
of Newcastle privatisation and 
sale of NSW electricity assets)

 › upcoming transactions of 
large Government-sponsored 
or -instigated infrastructure 
projects such as the North West 
Rail PPP, Northern Beaches 
Hospital PPP, Perth Stadium 
PPP, Transmission Gully PPP 
road project (in NZ), the M2 and 
M1 Link Road project, M4 East 
road project and East West Link 
Road project (in Melbourne)

 › the refinance of existing 
infrastructure assets (such as 
Penlink);

 › the continued relevance of DCM 
for the sector

 › many banks seeking to participate 
in lending to the sector.

ConnectEast

A$250 million

September 2020  
Fixed Rate MTNs

August 2013

AquaSure

A$3,730 million

Syndicated Facility

Mandated Lead Manager, 
Underwriter and Bookrunner

October 2013
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Leisure, Gaming and Entertainment: Let the Casino Wars Begin
2013 will probably be remembered 
(in the leisure, gaming and 
entertainment sector) as the year 
that Crown and Echo Entertainment 
battled to win approval to 
undertake a high-rise casino 
development on Sydney Harbour. 
Crown eventually trumped its rival 
Echo Entertainment and now has 
conditional approval to proceed 
with its high-roller casino plans for 
the Barrangaroo development. The 
saga continues, as Crown plans to 
compete with Echo Entertainment in 
Queensland where there are plans 
for up to three new mega casinos. 

In other news, rivals Tatts and 
Tabcorp were adversely affected 
by changes to the Victorian gaming 
structure, which included the expiry 
of their lucrative poker machine 
licences; however, both were still 
well supported in the syndicated 
loan market as were others in the 
sector. A total of nine transactions 
were successfully closed in the 
sector, almost double the number 
of transactions (five) completed in 
2012. Deal volume was up by an 
impressive 56%, from A$1.82 billion 
in 2012 to A$2.85 billion in 2013.

Other key transactions include:

 › Echo Entertainment. In June, 
Echo reduced and extended its 
existing syndicated bank debt 
facility from A$960 million to 
A$750 million. The new facility 
is evenly split into two tranches: 
one A$375 million tranche now 
matures in July 2015, extended 
from the original June 2014 
maturity, and the new maturity 
of the second A$375 million 
tranche is July 2017, extended 
from June 2016.

 › Village Cinemas. In November 
2013, Village Cinemas and 
Village Roadshow refinanced 
their existing debt (A$280 
million in aggregate), which was 
originally signed in June 2012 
and June 2013 respectively. 
The debt was refinanced out for 
46 months. Then in December, 
Village Theme Parks 
approached the syndicated 
loan market and successfully 
refinanced its existing A$300 
million syndicated facility for a 
tenor of five years.

 › Tabcorp. S&P downgraded 
Tabcorp to BBB- (from BBB) 
with a stable outlook in June 
2013. In October, Tabcorp 
approached the loan market 
to refinance Tranche A (A$400 
million) of its existing A$800 
million syndicated facility out to 
30 June 2018.

 › Tatts. Tatts approached the 
loan market twice in 2014: once 
in February and then again in 
September. The A$480 million 
refinanced in February was 
co-ordinated by CBA – A$180 
million was refinanced out to 
July 2016 and the remaining 
A$300 million was refinanced 
to July 2018. The A$300 million 
refinanced in September was 
co-ordinated by Westpac for a 
tenor of four years. 

 › SKYCITY. SKYCITY had a busy 
year announcing agreement to 
build a new National Convention 
Centre in Auckland, and  
re-develop the Adelaide casino, 
as well as tapping the Loan 
Market twice, both for NZ$200 
million, to refinance and extend 
existing facilities.

Outlook
Over the course of 2014 we expect 
to see refinancing transactions 
from companies that have debt 
maturities in 2014 and 2015. 
These companies include Crown 
Group, Tatts and Grand Hotel 
Management, to name a few. The 
prevailing favourable loan market 
conditions could perhaps lead to 
loan market volumes also being 
buoyed by new money and M&A 
activity in the sector, which would 
certainly be welcome in the market.

SkyCity
NZ$200m

Syndicated Facility
Joint Lead Arranger

July 2013
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Media and Telecommunications: The Game Has Changed
Much of 2013 was consumed 
with talk of the pending federal 
election and the impact a potential 
new government would have 
on the Australian economy. For 
participants in the Media and 
Telecommunications sector, the 
federal election brought with it a 
degree of optimism that business 
and consumer confidence would 
improve on a domestic scale, 
coinciding with a more resilient 
global economy; anticipation 
that advertising markets would 
rally; and hope that meaningful 
progress would be made towards 
a regulatory platform that would 
cater for all participants in the 
sector (domestic, foreign, existing, 
re-invented, left field, new and not 
currently in existence). In addition, 
a new approach to the National 
Broadband Network (“NBN”) would 
undoubtedly result from a change 
in federal government. 

In the meantime, existing 
participants in the sector continued 
to evolve and adapt to the 
rapidly changing environment 
brought on by the seemingly 
unlimited possibilities of the digital 
revolution. At the same time, 
sector participants needed to sell 
newspapers; establish pay walls;

select, produce and broadcast 
content that resonates with 
audiences; develop websites that 
attract hits; divest non-core assets; 
optimize the use and development 
of infrastructure; compete with a 
constant stream of new products 
and competitors; fight for the 
advertising dollar; cope with an 
outdated regulatory framework; 
and seemingly somehow predict 
the future.

As expected, a new government 
came to power in September and 
by December, with the release  
of the Strategic Review of the 
National Broadband Network, 
a revised NBN strategy was 
recommended that would see 
multiple technologies employed, 
including fibre-to-the-premise,  
fibre-to-the-node, hybrid fibre-
coaxial (utilizing existing Telstra and 
Optus networks), fixed wire and 
satellite. While the merits of the 
revised strategy will be long debated 
and much work remains, at least the 
NBN continues to move forward.

Unfortunately the same cannot 
be said for the outdated and 
convoluted regulatory framework 
which urgently needs to be 
addressed, especially for the benefit 
of traditional local media platforms.

While the previous government 
attempted to push through 
legislation to address some of 
the issues, ultimately the process 
failed and local participants in 
the sector continue to operate 
under dozens of outdated Acts 
of Parliament and hundreds of 
regulations. For the media sector 
in Australia, which now has lower 
than ever barriers to entry and a 
stream of new global players that 
operate with relative freedom, 
change needs to happen before  
it is too late for some traditional 
local players.

Loan Market Activity – 
Deleveraging Leads to  
Smaller Deals
Syndicated loan volume in the 
Media and Telecommunications 
sector continued to be moderate 
in 2013 as borrowers followed a 
similar path to recent years by 
deleveraging, often by disposing 
non-core assets or raising new 
capital, coupled with cost-cutting 
programs that enabled further 
reductions in debt, Fairfax Media 
Limited being a primary example  
of this trend.

Industry Spotlight
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For the loan market, as in previous 
years, corporate deleveraging 
activity led to fewer large 
transactions in the Media and 
Telecommunications sector. With the 
exception of Vodafone Hutchison 
Finance, which implemented a 2 
year US$3.5 billion self-arranged 
club facility, guaranteed by joint 
venture partners Vodafone PLC 
and Hutchison Whampoa Ltd, 
there was a distinct lack of jumbo 
loan transactions in the market. 
Elsewhere, loan volume in the sector 
was lost to alternative markets, with 
Nine Entertainment Co sourcing its 
debt facilities from the Term Loan B 
market during the year. 

As a consequence of the 
general deleveraging of the 
sector and in the absence of 
frequent M&A activity, a number 
of loan transactions, most often 
refinancing existing facilities, were 
implemented on a club basis. For 
instance, Foxtel Management 
completed a $300m refinancing of 
a portion of the acquisition funding 
sourced in 2012 to complete 
the acquisition of Austar United 
Communications. On the M&A 
front, Leighton Holdings sold 70% 
of its fibre optics business to the 

Canadian fund Ontario Teachers 
Pension Plan via the special 
purpose vehicle Nextgen Bidco. 
Nextgen Bidco subsequently  
raised A$465 million in debt 
supported by eleven lenders.

Outlook
2014 is expected to see a number 
of significant transactions, albeit 
refinancing existing debt at lower 
volumes, completed as borrowers 
in the sector look to take advantage 
of favourable loan market 
conditions. Transactions expected 
to close in first quarter of 2014 
include facilities for Seven West 
Media (A$1.5 billion) and Southern 
Cross Austereo (A$700 million). 

As in previous years, lenders 
remain optimistic that material 
M&A activity will return to the 
Media and Telecommunications 
sector, albeit the expectation is 
that a significant portion of the 
capital required will come from 
a combination of existing cash 
(possibly retained from a previous 
disposal), headroom available 
under existing debt facilities and, 
where necessary or appropriate, 
new equity.

Telstra Corporation

A$500 million

November 2018 Fixed  
Rate MTNs

November 2013

Optus

A$300 million

Joint Lead Manager

Fixed Rate MTNs

December 2013
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Industry Spotlight

Metals, Mining and Equipment: Out of the Spotlight
The trends of 2012 persisted into 
2013, as volatility in commodity 
prices and the Chinese demand 
story continued to be the 
underlying focus. Mining services 
companies faced lower utilisation of 
equipment and weaker gold prices 
impacted profitability margins, 
placing additional pressure on 
reducing the costs. Difficult trading 
conditions continued for iron and 
steel manufacturers, as export 
volumes fell along with production. 
While production levels will 
continue to drop, it is expected that 
domestic steel prices will stabilise.

The industry saw the syndicated 
loan market volumes dropping 
62% to only US$3.755 billion, 
which was raised via 16 deals in 
2013 (compared to US$9.934 
billion from 23 deals in 2012). This 
was the result of many mining 
services companies completing 
their refinancings in 2012, and 
reduced investment in the 
industry also resulted in limited 
‘new money’ volume. Corporates 
turned their focus to managing 
and prioritising existing projects 
and reducing costs. MacMahon 
Holdings finalised the sale of 
its construction business to 
Leighton Holdings. Whitehaven 
Coal last year secured financing 
to develop the Maules Creek 
project; however, it also faced 
legal action on environmental 
grounds. The Federal Court has 
upheld the Government’s approval 
for the mine, paving the way for 
construction to start. 

The domestic capital markets and 
USPP market have customarily 
been an investment-grade capital 
market, so this sector conducts 
limited transactions in these 
markets. Corporates in this sector 
have looked to offshore markets 
for capital requirements. The US 
institutional market provided iron 
ore miner Fortescue Metals 
Group the opportunity to reprice 
its US$4.95 billion Term Loan B 
after only finalising the transaction 
in October 2012. The margin 
was reduced by 100 bps to 
325 bps over Libor. In offshore 
capital markets, BHP Billiton 
Finance issued another mammoth 
transaction for US$5 billion of 
floating and fixed-rate bonds, with 
US$1.5 billion maturing in 10 years 
and US$2.5 billion maturing in 30 
years. Mining contractor Barmino 
Finance raised US$485 million 
from the US high-yield bond market 
to provide it with a simplified, long-
term debt structure – by replacing 
its existing senior secured bank 
syndicate, subordinated debt and 
mezzanine facilities.

Other key transactions included:

 › Arrium Finance raised US$800 
million to refinance existing 
maturities, increasing from the 
initial target of US$750 million

 › Beach Energy’s A$320 million 
inaugural syndicated facility 
refinanced an existing A$150 
million multi-option facility

 › Bluescope Steel completed a 
US$300 million 144a transaction

 › St Barbara raised US$250 
million to repay existing 
borrowings under the 
company’s A$150 million 
syndicated debt facility; 
provide cash collateralisation 
for the existing A$20 million 
performance bond facility; and 
for general corporate purposes

 › Anglo American Capital 
raised A$500 million in the A$ 
MTN market, making it the only 
transaction in this market from 
this sector.

Going into 2014, new transactions 
may be limited given the difficulties 
in the industry. Refinancings 
will continue to be supported 
in the syndicated loan markets. 
Corporates will continue to 
consider other alternative funding 
markets including the Term Loan 
B and other US high-yield markets 
for their funding requirements. 
Although these funding markets 
offer covenant-lite structures with 
longer tenors, they come with 
higher execution risk. 

Beach Energy
A$320 million

Syndicated Facility
Mandated Lead Arranger  

and Bookrunner

August 2013
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One of the biggest 
banks in the world 
is in Australia.
As the 10th largest bank in the world1, the Commonwealth Bank of Australia 
has global offices to provide you with experts and local knowledge to 
provide solutions to your financing and risk management needs.   
Our credibility is backed by a AA- credit rating2, innovative technologies 
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Property and Construction: Most Active Industry Sector in the Syndicated Loan Market
Property borrowers accounted 
for 17.95% (A$19.2 billion) of total 
syndicated loan market volumes in 
2013, the most active of all industry 
sectors in the Australian and New 
Zealand syndicated loan market. 
This volume represents an increase 
on 2012 sector volumes of almost 
A$4 billion. Despite the increased 
volume, property borrowers have 
continued to focus on maintaining 
their strengthened balance sheets 
in 2013, and average gearing is 
currently around 29%, which is only 
a small increase from 27% at the 
end of 2012 and still down from 
34% in 2008.

Refinancing continued to be the 
primary driver of activity in the 
sector, particularly in the second 
half of 2013 when borrowers 
recognised the combination of debt 
costs at long-term lows together 
with strong liquidity, and sought to 
refinance, extend and/or reprice 
loan facilities.

Asset acquisitions also underpinned 
financing activity, with a volume of 
asset acquisitions to November 2013 
of A$8.3 billion compared to A$2.4 
billion in the 2012 calendar year.

Strong domestic superannuation  
and inbound capital flows 
contributed to demand for property 
assets. We have seen passive 
offshore capital accessing property 
expertise by partnering with large 
listed and unlisted property groups.

We continued to see demand  
for quality assets among  
institutional investors in late 2013 
– for example, in the Dexus/
Canadian Pension consortium  
bid and General Property  
Trust’s bid for the Commonwealth 
Property Office Fund. 

In the listed property sector, while the 
A$ to US$ exchange rate declined 
in 2013 and sparked an exodus of 
offshore institutions from REITs, 
demand continues for quality listed 
Australian real estate securities 
despite their short-term relative 
underperformance. With rising bond 
yields and the volatile exchange 
rate, the sector currently trades at 
a modest premium to net tangible 
assets with median levels of premium 
to net tangible assets (6.2%), cap 
rates of 8.1%, ‘look through’ gearing 
of 28.9% and a FY2014 forecast 
distribution yield of 6.5%.

Debt market property 
transactions 

Jumbo property financings in the 
syndicated loan markets included:

 › Mirvac’s A$1.7 billion refinancing

 › Leighton Holdings’ A$1 billion 
club deal

 › Lend Lease Corporation’s 
refinancing, which was 
oversubscribed and the 
aggregate facilities were 
subsequently upsized from 
A$2.5 billion to A$3.25 billion.

Diversity of debt capital continued 
as a theme in 2013, with  
borrowers extending tenors and 
reducing reliance on loan markets. 

The domestic bond market has 
been the alternative debt market 
of choice. Property issuers in the 
A$ MTN market, where preferred 
tenors were six or seven years, 
included:

 › Federation Centres Finance 
(A$150 million)

 › QIC Shopping Centre Fund 
(A$175 million)

 › Stockland (A$150 million)

 › Goodman Australia Industrial 
Fund (A$200 million).

Industry Spotlight
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Property issuers that chose to  
tap longer tenors ranging from  
9 to 15 years in the USPP market 
included:

 › Investa Office Fund, which 
raised US$125 million

 › Dexus, which raised  
US$500 million

 › GPT Group, which raised 
US$250 million.

Outlook for Property Debt 
Market Activity and Property 
Sectors
Debt market activity and volume 
is again expected to be strong in 
2014. Activity is expected to be 
driven by refinancings, restructuring 
(such as the Westfield Group 
restructure) and acquisitions. 

M&A activity is also on the rise 
and is expected to be a source 
of loan market activity. With 
subdued domestic growth in 
the medium term, A-REITs are 
turning to acquisitions to drive 
returns, and there is potential for 
further consolidation as entities 
look to grow. M&A targets include 
Commonwealth Property Office 
Fund (Dexus/CPIB and GPT) and 
Australand (GPT).

The IPO market may also be 
buoyant, with recently announced 
acquisitions and associated equity 
raisings being well received by the 
market. For example, the recent 
Australian Industrial REIT IPO 
attracted strong institutional and 
retail demand.

Investors will be mindful that:

 › office property vacancy  
rates increased to 10.9% in 
2013 (above historic averages  
of 7%–9%)

 › the retail property sector is 
stable but challenging, with the 
competitive leasing environment 
being reflected in moderately 
declining rents

 › the construction sector will be 
supported by a lift in activity in 
residential construction, and 
expected growth in the value of 
infrastructure work of 4.5% per 
annum during 2014.

Charter Hall

A$1,000 million

Syndicated Facility

Mandated Lead Arranger  
and Bookrunner

January 2013

Adelaide Brighton Ltd

A$500 million

Club Facility

Mandated Lead Arranger

January 2013
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Retail: It’s All About Omni-Channel
The retail landscape has seen a 
flurry of international fashion giants, 
including Zara, Topshop and Gap, 
enter into the Australian market 
over the last couple of years, which 
has led to fiercer competition for 
local retailers.

Previously, overseas retailers 
overlooked expansion into Australia 
due to its geographic location and 
opposing seasonal trends. However, 
as Australia emerged from the GFC 
in relatively good shape, international 
retailers changed their tack and set 
their sights on the fertile Australian 
retail landscape. And they’re unlikely 
to leave anytime soon.

Omni-channel was the buzzword for 
the retail sector in 2013, as retailers 
(domestic and international) sought 
to provide a seamless approach to 
the consumer experience across 
various channels. And despite 
the macroeconomic challenges, 
retailers remain positive.

Loan market volumes in 2013 were 
also positive. 15 transactions were 
successfully closed in the sector, 
a significant increase on the nine 
transactions completed in 2013. 
Volume was up a staggering 74%, 
from A$1.74 billion a year earlier to 
A$3.03 billion in 2014 – and this does 
not include bilateral facilities provided 
by banks that are not necessarily 
captured in Loanconnector data.

Key transactions in the retail sector 
were completed by:

 › Myer. In July, Myer refinanced 
its existing debt of A$625 
million for the second time since 
its IPO in 2009. The second 
amendment and restatement 
included extending the tenor 
 

and changing the facility to 
be entirely a revolving cash 
advance facility. Myer was 
pleased to announce that 
the refinance occurred at a 
reduced interest rate margin, 
with continued support from 
its lending syndicate – which 
includes the four domestic major 
banks, SMBC and Mizuho.

 › Pacific Brands. In October, 
Pacific Brands refinanced its 
existing core debt facilities via 
a A$250 million syndicated 
facility split across three- and 
five-year tenors. The company 
announced that the new facility 
reflects improved pricing and 
commercial terms. 

 › Super Retail Group. In 
October, Super Retail Group 
refinanced and upsized its 
existing debt of A$500 million 
to A$575 million, to assist with 
the roll-out of new retail stores 
and the previous acquisition 
of Rebel Group Ltd. The debt 
involved tranches across one-, 
two- and three-year tenors. 
Super Retail Group took 
advantage of the favourable 
market conditions and returned 
to the loan market in December, 
further upsizing its debt facility 
to $600 million, this time 
targeting tenors of one, two, 
three and five years. 

 › Trade Me. In September, the 
New Zealand equivalent of Ebay 
refinanced NZ$166 million of 
existing debt in the loan market 
for a tenor of three years. The 
transaction was lead arranged 
by the Commonwealth 
Bank. Westpac’s NZ branch 
participated in the transaction.

Outlook
With international retailers looking 
to further expand their presence 
in Australia, domestic retailers will 
need to offer lower prices and 
improve customer experience to 
retain their market share. 

Spotlight, PAS Group, Harvey 
Norman and Automotive Holding 
Group have maturities across 2014 
and 2015, so we expect to see these 
names access the loan market this 
year. We expect M&A activity to be 
limited in this sector and will unlikely 
augment volumes in 2014. 

GWA Group Ltd

A$270 million

Syndicated Facility

Mandated Lead Arranger  
and Bookrunner

May 2013

Trade Me

NZ$166 million

Syndicated Facility

Mandated Lead Arranger  
and Bookrunner

September 2013
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Transport, Services and Equipment: A Big Finish to the Year
Transport services and equipment 
could be considered a steady  
but not a spectacular sector for 
the Australasian loan market in  
the sense of deal volume;  
however, in 2013 it did provide 
the third largest number of 
transactions of any sector, with  
21 debt transactions closed. 

The transaction volume of nearly 
US$6 billion represents about 
5.7% of the market volume and this 
is up about 12% on 2012 (2012: 
US$5.33 billion). The number of 
deals in 2013 was up 50% on 2012 
(from 14 to 21). In 2013 there were 
no transactions greater than US$1 
billion closed in the sector; the 
largest deal in the sector was the 
Qantas refinance at US$819 million.

An interesting observation from 
the sector was that of the 21 
transactions closed in 2013, nine 
were closed in December alone.

Most of the transactions in the 
sector were debt refinances; 
however, a significant new lending 
transaction in 2013 was the 
US$800 million debt facility for 
Recall Australia, which related 
to the Brambles demerger. 
Probably due to the size, most of 
the 2013 transactions in the sector 
(including the Recall deal) were 
self-arranged or independently 
advised club transactions. The 
Qube Properties, Linfox and Toll 
transaction (representing about 
US$600 million in lending) were 
nevertheless syndicated facilities.

Outlook
Although volumes and the 
number of transactions were 
higher, the sector experienced 
some challenging conditions 
for airlines in particular with 
management turning their minds 
to cost reductions and potential 
asset sales to bolster balance 
sheets. Market commentators 
have discussed possible solutions 
such as government assistance 
(through debt guarantees) and 
removing the restriction on foreign 
investments. On the logistics front, 
flat container volumes and rail 
volumes lower domestically have 
impacted earnings, although 2014 
is expected to be a better year.

The sector is expected to continue 
to be active at similar levels in 
coming years, as it will have 
consistent refinance and some 
capex requirements. Airports in 
particular require continual capex 
spending just to maintain pace 
with pressure on existing assets. 
At this stage (due to competitive 
pressures) it appears other players 
in the sector are more focused 
on ‘making existing assets work 
better and smarter’ and will take a 
sustained recovery in other industry 
sectors (like retail and mining) 
before this sector will require 
significant amounts of additional 
debt to support growth. 

As with a number of other  
sectors, DCMs have already  
been – and in coming years will 
continue to be – an important 
part in any debt requirement of 
borrowers in this sector.
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DCM finished 2013 strongly and 
this strength will carry through 
to 2014. In the absence of a 
major shock to global investor 
confidence, investor demand 
is expected to continue for 
corporate issuances. In the local 
hybrid market, strong supply is 
expected to continue on the back 
of successful domestic (Basel III–
compliant Additional Tier 1 and 
Tier 2) transactions in 2013 as the 
market gains confidence around 
the features of these securities. As 
for USPP, there is sufficient investor 
demand among institutional 
investors for growth to exceed the 
2012 record volume of US$57.8 
billion. The outlook for the first half of 
2014 is promising, as investors seek 
to have a good start to the year and 
achieve annual investment budgets. 

The Australian and New Zealand 
syndicated loan market remains 
well supported by the Australian 
majors and international banks. The 
international banks were active in 
2013, taking on a larger proportion of 
club and syndicated loans compared 
to earlier years. Asian, Japanese, 
UK and US banks are expected 
to continue to support corporate 

Australia, and the European banks 
will remain active if their domestic 
conditions continue to improve. We 
have yet to see the Australian and 
New Zealand syndicated loan market 
tested, with large transactions 
continually oversubscribed. 

With strong liquidity expected to 
remain in the domestic markets, 
the question turns to pricing. 
Pricing has been driven down in 
the syndicated loan market as a 
result of less ‘new money’ volume 
and the return of international 
banks. If this trend continues, 
particularly with respect to the 
lower ‘new money’ volume, pricing 
will likely to continue downward. 
‘New money’ transactions will 
need to be driven by M&A and 
PF. The conditions are right for 
an uptick in M&A activity with 
strong cash positions on corporate 
balance sheets, readily available 
debt financing and confidence 
returning to the domestic market. 
Despite the investment shift away 
from the resource sector, project 
financing will be underpinned by 
the infrastructure and transport 
sectors, with large projects and 
PPPs in the pipeline. 

Another key driver of pricing  
will be the cost of bank funding. 
2013 saw bank return hurdles 
continually tested and any external 
shock that causes bank funding 
costs to increase will see this 
passed onto borrowers.

Other Key Drivers
Refinancing activity will largely 
underpin syndicated loan market 
volumes throughout 2014, as 
corporates turn their mind to 
upcoming maturities. With less 
than US$50 billion due to mature in 
2014, new volume will need to grow 
considerably or maturities due in 
2015 will need to be brought forward 
early to see meaningful volumes in 
funding markets. With syndicated 
loan markets and DCM both open, 
corporates will select the most 
suitable market, weighing up terms 
and conditions, tenor and flexibility. 
Nevertheless, Australian corporates 
are in the right place to weather 
tough conditions that may arise 
and now is the right time to sure up 
capital requirements and ensure 
sufficient liquidity going forward.

Outlook for 2014:  
Promising Times Ahead.
For the remainder of 2014 it will be interesting to see how volume and pricing will trend, 
which sectors will be the most active and whether funding markets will remain open. 
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144A Issue
Rule 144A of the US Securities Act 
enables Debt Securities to be sold 
without registration with the US Securities 
and Exchange Commission. This is 
subject to the condition that offers may 
not be made to persons other than 
qualified institutional buyers.

Amortisation
The principal amount reduces over time. 
This is in contrast to a bullet structure.

APRA Prudential Standards (APS)
These standards form part of the 
framework under which APRA supervises 
and regulates authorised deposit-
taking institutions (ADIs). One of the key 
standards that impacts securitisation by 
ADIs is APS 120 (Securitisation).

Arranger
The party that structures and arranges 
the transaction offering on behalf of 
the sponsor (securitisation) or borrower 
(loan markets and debt capital markets), 
and manages the allocations of debt 
securities investors. Also referred to as 
lead manager.

Asset-Backed Security (ABS)
A type of debt security collateralised  
by the cash flow from a specified pool of 
underlying receivables. Typically  
this term is used to describe debt 
securities backed by receivables other 
than residential or commercial mortgage 
loans.

Basis risk
Where the interest payments for assets 
and liabilities are based on different 
floating rate reference rates.

Basel III
A global regulatory standard set by the 
Basel Committee on capital adequacy 
and market liquidity risk of banks, 
enforced to increase stability and liquidity 
in global financial markets.

Basis Points (bps)
One one-hundredth of 1%. That is,  
1 bps = 0.01% and 100bps = 1.00%

Bookbuild
The process whereby the lead manager 
gathers bids for the debt securities to 
determine the price, margin and yield.

Call date
The date on which the debt securities can 
be redeemed (effectively bought back 
by the issuer) prior to the legal maturity 
date. The issuer has the right, but not the 
obligation, to redeem.

Collateral
Any property or physical asset with 
monetary value, given as security for the 
repayment of debt.

Commercial Mortgage-Backed 
Security (CMBS)
A debt security with a cash flow backed 
by the principal and interest payments 
from a specified pool of mortgage loans 
that are secured by mortgages over 
commercial property.

Coupon
The contractual interest obligations of an 
issuer of debt securities. It can be either 
(i) fixed rate (such as 6.00%) or (ii) floating 
rate, which usually comprises a reference 
rate plus a margin (such as 3 month 
BBSW + 125 bps).

Credit Default Swap (CDS)
A synthetic structure whereby the buyer 
of the CDS makes a series of payments 
to the seller. In exchange, the seller of the 
CDS will compensate the buyer in the 
event of a loan default.

Credit Enhancement
Credit enhancement refers to the features, 
collaterals and rights within a transaction, 
intended to protect investors from losses. 
It aims to mitigate the credit risk of a debt 
security.

Credit Rating
An opinion about a debt security or 
borrower’s creditworthiness provided by 
a rating agency (such as S&P, Moody’s 
and Fitch).

Cross-Currency Interest Rate Swap 
(CCIRS)
A contract whereby a party swaps 
principal and/or interest payments in 
one currency for another currency at a 
predetermined date and rate, in order  
to mitigate currency risk.

Debt Security
An agreement to pay a stipulated  
sum of money to a specified party under 
conditions mutually agreed 

Event of default (EOD)
A specified contractual event that when 
triggered, will result in the lender/creditors 
calling for the outstanding amount of the 
debt from the borrower/issuer. One of the 
key EODs is a failure by the borrower to 
make a payment to the lender/investor as 
and when due.

Hybrids
A security that shares features of both 
debt and equity instruments.

Information Memorandum (IM)
An offer document promoting the sale of 
debt securities to institutional investors.

Investment grade
Securities or borrowers with a credit rating 
of BBB- (S&P, Fitch) or Baa3 (Moody’s) or 
above. 

ISIN
International securities identification 
number. The standard coding for 
internationally traded debt securities used 
by most countries.

Kangaroo Bonds or Issuance
A bond issued in A$ in the Australian 
market by non-Australian issuers.

Listed Bonds
A bond listed on the ASX or any other 
regulated bond exchange overseas.

Mezzanine Debt Security
Subordinated debt that ranks below a 
senior-ranking, but ranks above the most 
subordinated debt security in the structure.

Negative pledge
An agreement by an obligor not to grant 
any security interests over its assets to 
any third party.

Non-conforming loan

A mortgage loan that fails to meet 
traditional lending criteria, (for example, 
because the obligor has a poor credit 
history).

Non-performing
Receivable in default or close to default 
because the obligor has not met the 
terms of the receivable contract. The 
receivable becomes non-performing at 
the point it is written off.
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Offer Document
A document promoting a financial 
product.

Pari Passu ranking
Loans, bonds of classes of shares that 
have equal rights of payments and/or 
seniority.

Personal Property Securities Act 
(PPSA)
A Federal Government Act. PPS reforms 
took place to bring together the different 
Commonwealth, state and territory laws 
and registers under one national system.

Private Placement
A non-listed bond issuance to a select 
group of Institutional investor, which is not 
available for public sale or holding.

Recourse
The ability of a lender/secured creditor to 
demand payment from a borrower/issuer 
if the collateral is insufficient to pay the 
debt in full.

Representations & warranties
Statements that a borrower (and 
sometimes a guarantor) makes in a 
facility agreement about itself and about 
the circumstances of the loan. From a 
lender’s point of view, they set out the 
factual basis upon which it has agreed to 
make the loan available.

Residential Mortgage-Backed 
Security (RMBS)
A debt security with a cash flow is backed 
by the principal and interest payments 
from a specified pool of mortgage loans 
that are secured by mortgages over 
residential property.

Review event
Review events are similar to EODs, but 
involve a mandatory negotiation period 
before the lenders can exercise their 
rights to cancel their commitments and 
accelerate the loans.

Seasoning
The age of the receivable or debt security.

Securitisation
The process of converting cash flows from 
assets/receivables into debt securities 
that are limited in their recourse to the 
underlying assets/receivables rather than 
the company that originated those assets/
receivables.

Senior Unsecured Notes

Bonds that are not secured by the assets 
of the issuer, but have a higher priority 
ranking than unsecured notes.

Special Purpose Entity (SPE) 
An insolvency-remote entity created 
solely to hold assets on behalf of secured 
creditors, and issue debt securities 
supported by securities cash flows. Also 
referred to as special purpose vehicles 
(SPVs).

Spread
The premium interest paid in excess of  
a given benchmark rate for a security. 
It can also be the difference between 
interest rates of two securities.

Subordinated debt
Debt security that ranks behind  
other debt securities in repayment  
of principal, and is allocated losses before 
senior debt securities.

Sub-prime
 A receivable which fails to meet 
traditional lending criteria, because  
the borrower has a poor credit history.

Step-up Margin
The increased interest rate (above the 
original margin set) that issuers agree  
to pay to investors.

Syndication
Syndications are loans or facilities offered 
by a group of lenders (who might be 
identified or not yet known) to  
a borrower on identical terms, which may 
be recorded in a single loan or facility 
document.

Tenor
The number of years until the maturity of 
debt or repayment of a receivable. Also 
referred to as tenor. 

Undertaking
A promise made by a borrower  
(or guarantor) to do or refrain from doing 
something.

Warehouse facility
An issue of debt securities to a 
warehouse funder (typically a bank) under 
a warehouse facility structure, whereby 
the Originator has the ability to continue 
to add receivables into the pool to build the 
volume up to a size at which they can “term 
out” (that is, do aterm issue). 

Waterfall
Waterfall, also called the “priority of 
payments” is set out in the transaction 
documents, and details the allocation of 
cash by the trustee each determination 
date, in order of priority.

Withholding Tax
A tax that is withheld from income and 
passed onto a government.

Yield
The interest return on the principal 
amount of a security, usually expressed 
annually as a percentage of the principle 
investment.

Common Reference Rates
BBSW
Bank Bill Swap Rate, a mid-price bank bill 
reference rate published daily.

BBSY
Bank Bill Swap Bid Rate, a bid-price bank 
bill reference rate published daily.

LIBOR
London Interbank Offered Rate, average 
interest rate that leading banks in London 
charge when lending to other banks.

EURIBOR
Euro Interbank Offered Rate, a daily 
reference rate based on the average 
interest rates at which Eurozone banks 
offer to lend unsecured funds to other 
banks in the euro wholesale money 
market.

SIBOR
Singapore Interbank Offered Rate is a 
daily reference rate based on the interest 
rates banks offer to lend unsecured funds 
to other banks in the Singapore wholesale 
money market (or interbank market).
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YOU CAN NOW  
EXPERIENCE THE ACO  
IN NEW PLACES.
Introducing ACO VIRTUAL, the Australian Chamber  
Orchestra’s new virtual installation. 

This world first will be travelling around Australia,  
giving everyone the chance to get up close, like  
never before, to this critically acclaimed orchestra.

Find out more at aco.com.au/acovirtual

CommBank is proud to be the Founding Partner 
of ACO VIRTUAL.
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