
 

© 2016 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. 
All rights reserved. The KPMG name and logo and are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation. 

Debt Market Update 
 

Q3 2016 
 

AUSTRALIAN DOMESTIC BANK DEBT MARKET 

The first three calendar quarters of 2016 experienced a drop 
of 29 percent in syndicated loan market volume to US$40.7b 
compared to the corresponding period last year. Q3 2016 
fared the worst, with a 46 percent drop in volumes to 
US$11.1b and the number of completed deals declined by 
53 percent compared to the corresponding period last year. 
Timing of the corporate refinancing cycle, subdued M&A 
environment and lower capital expenditure have driven the 
reduced volume in the market. 

Figure 1: Australian syndicated loan volume (US$b) 

Source: Loan Connector (data extracted October 2016), KPMG Analysis 

Notable transactions include Asciano’s (borrowing entity 
Patrick P&L Bidco Pty Ltd) A$1.05b (US$792m) port carve-
out loan, which closed 31 August with seven lenders joining 

the multi-tranche club loan. Metcash also refinanced 
A$100m (US$75m) and plans to tap an additional A$85m 
(US$64m) from existing loans to fund its A$165m acquisition 
of Woolworths Ltd.’s retail hardware chain.  

Table 1: Notable syndicated loan transactions 

Borrower Date 
Tranche 
amount 
(A$m) 

Tenor 
(years) 

Margin 
(bps) 

Metcash Jul-16 100 1 185 

Patrick P&L 
Bidco Pty Ltd Aug-16 

500 5 180 

500 3 160 

50 3 160 

Ixom Pty Ltd 
(Blackstone) 

Aug-16 565 4 350 

Gallant Finance 
Co Pty Ltd 

Sep-16 
416 4 200 

16 4 200 

DBCT Finance 
Pty Ltd Sep-16 350 5 160 

Source: Loan Connector (data extracted October 2016), KPMG Analysis 

The reduced loan volumes in the Australian market can be 
attributed to a number of factors including:  

• decreased level of refinancing activity, with volume 
falling by more than half compared to the corresponding 
period last year as there is little debt maturing in the 
next 18 months. The relatively flat margin environment 
has also resulted in a lack of incentives for early 
refinance  

• decrease in mining and energy sector transactions given 
the lack of growth capital expenditure requirements. 
The quarterly contribution of the mining, oil and gas 
sectors fell to 5 percent from 19 percent in Q3 2015. 
These industries now contribute the lowest volume in 
sectoral performance and are now at one of the lowest 
levels over the last 5 years – see Figure 2 

• syndicated lending in Q3 2016 was also impacted by the 
Australian Government’s initial decision to block the 99-
year lease of NSW electricity network, Ausgrid to the 
offshore bidders. Following that decision a majority 
stake in Ausgrid has subsequently been sold to an 
Australian consortium consisting of IFM Investors and 
Australian Super for ~$16bn, which will lift syndicated 
loan volumes next quarter 
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Key themes 
• Australian bank debt market – lack of refinancing 

activity and the subdued M&A environment results in 
large drop in volumes 

• Australian bond market – recovery in Q3 2016 
issuances however year-to-date volumes remain 
weak 

• US private placement market – demand for 
Australian issuers continue with new to market 
transactions in the utility sector 
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• M&A market activity for the first 3 quarters of 2016 has 
also fallen to US$8.27b, or a 40 percent drop to the 
previous year’s US$13.68b. 

On a positive note, the fourth quarter is expected to lift 
volumes for the year with large deals in the pipeline, 
including the A$4b financing for Port of Melbourne, the 
extension of up to A$4b for Origin Energy Ltd, A$500m loan 
for Woolworths Ltd and Ausgrid mentioned above. 

In regards to sector performance, the commercial property 
market (excluding brownfield construction) shows signs of 
activity, buoyed by corporates divesting non-core assets 
such as the $432m 4-year loan for the acquisition of 
Goodman Group’s portfolio of industrial sites.  

Figure 2: Australian syndicated loan volume, LTM by sector 
(US$b) 

 

Source: Loan Connector (data extracted October 2016), KPMG Analysis 

The Australian loan market’s Q3 2016 performance mirrored 
syndicated lending across Asia, with Asia Pacific (excluding 
Japan) syndicated loan volume falling 25 percent to 
US$93.6b in Q3 2016 compared to the corresponding period 
last year. This drop can be attributed to a lack of event-driven 
financings, the cautious approach of Asian companies 
engaging in expansion initiatives and the current rate of 
economic activity in China which at 32 percent (year to date) 
represents Asia’s largest loan market (ex-Japan). 

AUSTRALIAN DOMESTIC BOND MARKET 

Local corporate bond market volume increased materially (+ 
252 percent) in Q3 2016 over the preceding two quarters as 
the market played catch-up following the lack of issuance 
throughout the year. Despite this the overall volume in the 
market is still lagging with Q3 2016 LTM corporate issuance 
at the lowest level since Q2 2009.  

A strong level of investor appetite and capacity remains in 
the domestic bond market, as evidenced by Melbourne 
Airport’s 10-year A$200m bond that was four times 
oversubscribed, with final pricing at 167bps over semi-
quarterly swap.  

Figure 3: A$ corporate bond market (A$b) 

Source: Bloomberg (data extracted October 2016), KPMG Analysis 

Note: Criteria has changed, new criteria excludes Financials 
and Government  

Table 1: Notable corporate bond transactions 

Borrower / Rating Date 
Amount 
(A$m) 

Tenor 
(Years) 

Margin 
(bps)1 

Australia Pacific Airports 
Corporation / A- 

Oct-16 200 10 167 

United Energy 
Distribution / BBB 

Sep-16 350 7 182 

Dexus Wholesale 
Property Fund / A 

Sep-16 65 9 165 

Qantas Airways / BBB- Sep-16 175 10 280 

Qantas Airways / BBB- Sep-16 250 7 258 

Mirvac Group Aug-16 200 7 182 

Dexus Finance / A-  Aug-16 50 6 150 

General Property Trust / A Aug-16 150 10 168 

Coca-cola Amatil / BBB+ Jul-16 100 6 135 

Fonterra Co-operative 
Group / A 

Jul-16 55 10 165 

The unrated wholesale bond market continues to perform 
for corporate and financial issuers, with total issuance of 
c.$210m in the first three quarters of 2016. This market, led 
to date by FIIG and NAB, provides corporates without a 
credit rating an alternative to the public bond market, 
achieving funder diversity and typically a longer tenor profile 
than available from the banks. RSEA Pty Ltd (advised by 
KPMG) tapped the market with its A$32m issuance, 
arranged solely by FIIG Securities. The 5-year notes received 
strong investor demand, with the issue oversubscribed. 

Figure 4: Australian corporate bond 5-year spread to swap 
(bps) 

Source: Bloomberg (data extracted October 2016), KPMG Analysis 
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US PRIVATE PLACEMENT MARKET 

As a reliable alternative source of long-term debt to the 
domestic capital markets, the US Private Placement market 
continues to have strong demand for investment grade 
Australian corporates, particularly in infrastructure and real 
estate sectors. Australian and New Zealand borrowers 
represent the third largest issuers in the market, behind UK-
based borrowers, with over 13 percent of market volume 
(see Figure 5).  

Figure 5: USPP 2016 YTD volume % by country  

Source: Private Placement Monitor (October 2016), KPMG analysis 

Figure 6: USPPs volumes and NAIC-2 pricing (bps (RHS) and 
US$bn equivalent (LHS)) 

 

Pricing has been relatively stable for all tenors during 2016 in 
comparison to the large swings experienced in 2015, albeit 
at wider levels than 2014 and early 2015. 

Australasian companies raised US$1.7b from the USPP 
market in Q3 2016, which was up 13 percent over the prior 
corresponding period, and exceeded the USSP market’s 4 
percent increase in overall volumes. These transactions 
include CSL and Stockland returning to the market for 
US$500m and US$303m respectively. Additionally, Q3 2016 
saw first time issuer Victoria Power Networks enter the 
market, raising US$500m across 10, 12 & 15 year notes. It is 
understood that these transactions were priced from 130bps 
to 165bps.  

US HIGH YIELD BOND MARKET 

The high yield bond market continued to experience volatility 
in Q3 2016 with yields spiking post the Brexit vote in late 
June 2016. However, with the prevalence of zero or 
negative interest rates, and a resurgence of confidence, 
yields have fallen to retrace their pre-Brexit 2016 lows.  

Cost cutting measures and the rebound in certain 
commodity markets (notably thermal coal and oil) has lifted 
the much needed prospect for the energy and mining sector 
and provided cash flow to reduce debt levels. This has 
flowed through to leverage and coverage ratios, putting 
downward pressure on yields in the market as seen in 
Figure 6 below.  

Figure 7: US high yield bond spreads (bps) 

 

Source: Bloomberg (data extracted October 2016), KPMG Analysis 

OUTLOOK 

Over the near term horizon we expect the slow institutional 
corporate loan segment will receive a much needed boost as 
some of the larger transactions come to market. Given the 
low volume environment, we expect that conditions will 
continue to remain favourable for quality credits as banks 
and investors compete for volume in order to protect their 
total loan book positions. 

Further, in the corporate space we expect to see the role of 
alternative debt markets in meeting the funding requirement 
of mid-market borrowers in the future where accessing 
liquidity from traditional sources is challenging.  
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WELCOME TO THE TEAM 

We are pleased to welcome Frederique Curtis, Michael 
Keys, and Themi Kailis to the team. 

Frederique Curtis joins our Melbourne team as an 
Executive. Freddie was previously at ANZ, where she has 
been working as a Relationship Credit Assistant Manager in 
the corporate banking team over the last 18-months, with 
previous roles in wealth management and consulting.  

Michael Keys also joins our Melbourne team as a Senior 
Executive. He has previously held roles at NAB where he 
provided banking and finance solutions to Australian and 
International corporates. 

Themi Kailis joins our Perth team as an Analyst. Themi has 
spent the past 10 months in the US where he was assisting 
Fannie Mae on various loan projects. Prior to his time in the 
US, he spent 3 years in the KPMG’s Perth Audit team. 
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