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It is an exciting time for the Australian bond market. While relatively small compared 

to European, US and Asian markets, the market is sophisticated, strong, stable and 

expanding. With issuance on the up, new products making an entrance and a 

commitment from government and industry to grow domestic corporate issuance, now 

is the time to look at what Australia can offer issuers and investors to execute 

successful issuance. 

 

Rise of the domestic market 

The Australian domestic capital markets have seen robust 

levels of issuance in recent years, standing at A$474bn in 

non-government, non-matured issuance in 2014.i In 

2014 Australian vanilla issuance totalled almost A$114bn, 

up A$9bn from 2013.ii With current issuance standing at 

A$81.58bn as at September 16, 2015,iii it appears that 

levels could match, if not surpass, 2014 volumes. 

Particularly on the rise has been corporate issuance – an 

area that the Australian market is very keen to see grow. 

Recent high-profile domestic issuances by major 

corporates such as SABMiller, raising A$700m in July 

2015, BHP Billiton, raising A$1bn in five-year notes in 

March 2015, Telstra raising A$500m in seven year notes 

in September 2015 and Apple raising a record A$2.25bn 

on four and seven-year notes in August 2015 indicate 

increasing demand from Australian and Asian investors. 

They also highlight the willingness of the Australian 

market to support large volume issuances. 

Financial institution issuance, both domestic and 

Kangaroo, has long been the backbone of the Australian 

market and has remained robust throughout 2014 and 

2015. There has been significant benchmark issuance 

by domestic and foreign banks as well as insurers, 

including Rabobank’s first Basel III tier-two compliant 

Kangaroo issue in June 2015. Additionally, 2014 saw the  

 

arrival of Australia’s first green bond, issued by the World 

Bank, with five following issuances by both banks and 

corporates in 2014/15. Hybrid and high-yield issuance 

has also been on the up. 

Issuing in Australia 

Such increase in market issuance is a result, among 

other things, of Australia being perceived as a stable 

market with increasing opportunities to reach a wider 

investor base, as the Australian superannuation industry 

and self-managed superannuation funds look to 

fundamentally diversify their portfolios. 

The Australian bond market is primarily made up of bank, 

corporate and Kangaroo issuers. 

In 2014, 116 deals raised A$46.57bn for non-

government domestic issuers. Financial institution issuers 

are the most active in the market, accounting for 63% of 

all domestic non-government deals issued in 2014, 

compared with corporate issuers who accounted for 37% 

of deals during the same period. For the half year to June 

2015, corporate issuance stood at US$4.4bn. 

Kangaroo bonds account for roughly a third of 

all Australian issuances. As at September 2015, 

Kangaroo issuance stood at just under 

A$29bn,iv compared with approximately A$39bn raised in 

2014.v 

     



 

 

AUSTRALIA  BELGIUM  CHINA  FRANCE  GERMANY  HONG KONG SAR  INDONESIA (ASSOCIATED OFFICE)  ITALY  JAPAN  PAPUA NEW GUINEA 

SAUDI ARABIA (ASSOCIATED OFFICE)  SINGAPORE  SPAIN  SWEDEN  UNITED ARAB EMIRATES  UNITED KINGDOM  UNITED STATES OF AMERICA 

 

 



 

 

AUSTRALIA  BELGIUM  CHINA  FRANCE  GERMANY  HONG KONG SAR  INDONESIA (ASSOCIATED OFFICE)  ITALY  JAPAN  PAPUA NEW GUINEA 

SAUDI ARABIA (ASSOCIATED OFFICE)  SINGAPORE  SPAIN  SWEDEN  UNITED ARAB EMIRATES  UNITED KINGDOM  UNITED STATES OF AMERICA 

 

While investment grade bonds with five to seven-year 

tenors continue to make up a large portion of the market, 

there has been increasing interest in 10-year bonds. In 

May 2015, major logistics operator Asciano made its 

domestic debut raising A$350m through the issue of 10-

year bonds, the largest Australian 10-year corporate 

bond deal since 2007. Reports also indicate that while 

ultimately not pursued, Australia’s largest telco Telstra 

had also considered issuing 10-year bonds in September 

2015. 

Although 10-year bonds have yet to be issued at 

benchmark levels, the Asciano deal and Telstra’s initial 

interest in a 10-year bond highlights the continued 

deepening of domestic market tenors. 

Kangaroo issuance trends 

In 2014, around 50% of Kangaroo bonds were issued by 

banks, 40% by sovereigns and supranationals and 10% 

by non-bank financials and corporates.vi While the 

majority of Kangaroo issuers are AAA-rated entities, 

issuances by non-AAA issuers increased from 30% 

in 2013 to 40% in 2014,vii highlighting increasing market 

depth and investor appetite for lower rated bonds. 

Ease of doing deals in Australia 

In practical terms, Australian issuance is a cost-effective 

and easily accessible option for issuers seeking to raise 

funds through the debt capital markets. The geographical 

diversity of investors in the Australian bond market, 

representing both domestic and Asia-based investors, 

coupled with the potential for greater investment by the 

Australian superannuation industry adds further depth to 

the market. Continued interest in portfolio diversification 

by both issuers and investors is resulting in innovations 

to the market, allowing for more varied investor criteria 

to be accommodated. 

Wholesale and retail issuance 

The majority of bond issuance in Australia is wholesale 

issuance. Wholesale issuances are put together through a 

book build process, are mostly traded OTC and are only 

available to wholesale and sophisticated investors. 

Wholesale issuances are the most cost-effective and 

efficient way to issue bonds in Australia. Most wholesale 

issuance is unlisted and issued under debt issuance 

programmes. Provided the requirements for an 

exemption from the disclosure requirements of part 6D of 

the Corporations Act 2001 (Cth) are met, wholesale 

issuances do not require a prospectus. Instead, it is 

customary for issuers to produce a short form 

information memorandum that sets out the terms and 

conditions of the notes as well as a pro forma pricing 

supplement, relevant selling restrictions and taxation 

information. There is no requirement to produce a 

description of the issuer or include a risk factor section, 

although in practice it is usual to provide information on 

the issuer’s business. The issuer’s legal obligation is to 

ensure that its information memorandum or any other 

offering material is not misleading or deceptive. 

Programme documentation otherwise generally includes a 

dealer agreement, a note deed poll and an agency and 

registry services agreement. As the information 

memorandum for an unlisted wholesale senior debt 

issuance programme does not need to be reviewed by a 

regulatory authority, establishment of an Australian 

medium-term note or debt issuance programme can be 

achieved very quickly. 

In order to qualify for an exemption from having to 

produce a prospectus, the bonds must, for example, be 

issued to: (i) a professional investor (or “wholesale 

investor”) who has or controls gross assets of at least 

A$10m, or (ii) a sophisticated investor who purchases a 

minimum amount of bonds of no less than A$500,000 or 

who has net assets of A$2.5m or a gross income for the 

past two financial years of A$250,000 or more, as 

provided in a certificate from a qualified accountant. 

Retail issuances comprise a much smaller component of 

corporate bond issuance in Australia. Although they are 

able to reach all potential investors, there are significant 

regulatory requirements that add expense and time to an 

issuance. Retail bond offers require the issuer to produce 

a full disclosure prospectus. Most retail bonds are listed, 

in order to facilitate trading and transparency for retail 

investors, and must therefore also meet the listing rule 

requirements of the ASX. These require the issuer to be a 

public company or other ASX-approved entity, to 

have either net assets of A$10m or a parent with net 

assets of A$10m who will guarantee all bonds for the 

period of quotation, and to meet continuing disclosure 

obligations. 

Although still low in volume compared to wholesale 

issuance, retail bond issuance in Australia has been 

increasing in the past few years. Government support for 

the continuing development of a fixed income market has 

seen legislation passed that simplifies retail issuance 

disclosure rules for certain vanilla or “simple” corporate 

bonds. For “simple” corporate bonds, issuers can take 

advantage of a less onerous prospectus regime. “Simple” 

corporate bonds must: (i) be ranked senior unsecured 

and pari passu with the issuer’s other senior secured 

debt; (ii) be unsubordinated excepted to secured debt; 

(iii) be Australian dollar-denominated; (iv) have a first 

tranche minimum offer size of A$50m; (v) be listed on a 

recognised stock exchange; and (vi) have a tenor of no 

more than 15 years. 

Bonds issued in Australia are issued in registered form, 

as bearer bonds can be subject to interest withholding 

tax. Bonds are constituted by a note deed poll and, if 

unlisted, are usually cleared through the Austraclear 

clearing system. 

Investors 

Domestic investors, namely insurance and investment 

funds, comprise a large percentage of the overall investor 

distribution of corporate and financial institution bonds. 

Domestic investors are particularly dominant in the 

distribution of bonds issued by Australian financial 

institutions. Asian investors also play a role in the 

Australian market, taking up at least 9% of all reported 

corporate bond distributions as at September 10, 2015, 

with even higher levels of investment reported in relation 

to issuances by financial institutions. Offshore investors 
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typically account for greater levels of investment in 

Kangaroo bonds, with reported distribution 

figures indicating domestic investors typically take up 

less than 50% of Kangaroo issuance. 

Growing the market 

The Australian Government and industry players are 

committed to developing a larger bond market in 

Australia with greater breadth and depth. 

A key reason for this stems from the increasing need of 

Australia’s superannuation industry for portfolio 

diversification. Australia has a compulsory 

superannuation system which is comprised of the third 

largest pool of private pension funds in the world. 

Australian superannuation assets were valued at A$2.02 

trillion in June 2015, a 9.9% increase over the previous 

12 months,viii and are expected to grow to A$3.5 trillion 

by 2025.ix Also on the increase are self-managed 

superannuation funds (SMSFs). 

Historically, Australian superannuation funds have 

favoured equity over fixed income investment – in part a 

result of Australia’s investor-friendly dividend imputation 

laws, which favour equity investments with preferential 

tax treatment. However, industry and investor aims to 

achieve greater portfolio diversification require a greater 

focus on fixed income investments. Coupled with 

Australia’s ageing demographic and the consequences 

this has for requiring greater, predictable income-

generating revenue in the retirement phase of a pension 

scheme, there is rising demand for fixed income 

investments. It is expected that a likely consequence will 

be a steady increase in Australian bond market 

investment. 

At the regulatory and legislative level, the Australian 

government has introduced measures to encourage a 

broader range of issuance types and to increase retail 

investor access so as to allow more SMSFs to participate 

in fixed income investment. Such measures include 

increasing the range of eligible debt securities issuable by 

Australian banks and reducing regulatory and 

documentary requirements for the issue of retail 

securities, such as reduced disclosure requirements for 

“simple” corporate bonds as mentioned above. Industry 

measures and innovations have seen the development of 

managed investment schemes, mutual funds and 

exchange traded funds and methods to reduce minimum 

purchase amounts from A$500,000. In 2105 it became 

possible for retail investors to purchase exchange traded 

bond units, known as XTBs, which are units in a fund that 

holds certain corporate bonds. XTBs may be bought for 

low denominations, for example A$100, whereas the 

minimum denomination of the underlying bond may be 

A$10,000. 

Growing the asset class 

Not only has the domestic market, inclusive of corporate 

issuance, been growing but so has the asset class itself. 

In recent years, Australia has seen successful high yield, 

hybrid and green bond issuance. 

Opening in 2012 with a A$30m issuance by Silver Chef, 

Australia’s high yield market experienced a growth phase 

in 2014, increasing in size to A$1.5bn in issuance over 

the 18 months to January 2015. 

Australia has demonstrated an appetite for green bonds 

in line with international demand. The first green bond 

was issued in Australia by the World Bank in 2014 and 

five further deals have followed, including a A$300m 

issuance by National Australia Bank in December 2014 

and a A$600m issuance by Australia and New Zealand 

Banking Group in May 2015. Foreign investors have also 

shown a strong interest in green bonds issued in the 

Australian bond market, with 64% of the A$600m 

Kangaroo green bond issued by KfW Bankengruppe in 

2015 sold to offshore investors. 

Hybrid bond issuance by banks has remained strong over 

the past two years. In 2014, A$14.5bn was raised 

through the issuance of hybrid bonds.x Hybrid issuance 

remained strong in 2015, with around A$7.5bn raised by 

Australian banks as at May 2015.xi 

Conclusion 

In summary, the Australian bond market is growing. 

Trends in 2014 and 2015 demonstrate investor 

willingness to raise benchmark amounts not only for 

financial institutions but also highly rated corporates. 

Appetite for different products has been demonstrated 

and government and industry are committed to growing 

domestic corporate issuance and the investor base. With 

portfolio diversification a pressing need for Australia’s 

large and expanding superannuation industry, there is 

real potential to deepen the Australia market, increase 

tenor and continue to grow the asset class. 
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