
“Raising money in the current markets” 

 Stephen Halmarick, Colonial First State
Global Asset Management

 Andrew Defina, UBS
 Ron Ross, ANZ Capital Markets



Economic and markets 
update

Stephen Halmarick Head of Investment Markets Research

Prepared 16 August 2010

Financial Executives International of Australia



The global economy
Still a long way to go



4

Global economy is better, but still a long way to go

Source: Bloomberg. Data to 30 June 2010, apart from India and Brazil.
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Global inflation moderate… allowing central banks to 
hold interest rates very low

Source: RBA. Chart Pack, August 2010
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The re-emergence of China and India is a major driver

Source: Commonwealth Treasury
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US employment recovery is very weak

Source: RBA Statement on Monetary Policy, August 2010
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US housing market recovery – risks post govt support

Source: Bloomberg, CFSGAM. Data 30 June 2010.
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Debt levels are unsustainable in some countries …

Source: OECD, IMF, Commonwealth Treasury Budget 2010/11 May 2010
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… but weaker EUR is benefiting EU exports

Source: Bloomberg. Export data to 30 June 2010
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The world is changing in Australia’s favour

Source: ABS; Gillitzer and Kearns (2005), RBA forecasts to right of dotted line.
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Investment focus is on resources

Source: RBA July Chartpack
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China dominating Australian trade

Source: ABS. Data to 30 June 2010
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International investors still happy to fund Australia-
switching back to debt

Source: RBA.
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Australian inflation risks to the upside

Source: ABS, RBA. Data to 30 June 2010 2010.
Underlying inflation is an average of trimmed mean and weighted median. 
Forecasts provided in RBA statement on monetary policy, August 2010 edition.
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Employment market is strong….

Source: ABS.  Employment data to 31 July 2010
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… but although consumers are confident, they are not 
spending

Source: ABS. Confidence till August 2010, retail sales  until 30 June 2010.
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Credit growth – headwind for growth
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Australian interest rates….have been ‘normalised’,
more is needed based on nominal GDP

Source: ABS, Treasury
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A$ supported by commodity prices

Source: RBA, Bloomberg. Data to July 2010
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Disclaimer

Product Disclosure Statements (PDS) and Information Memoranda (IM) for the funds issued by Colonial First State Investments Limited ABN 98 002 348 352, 
Commonwealth Managed Investments Limited ABN 33 084 098 180, and CFS Managed Property Limited ABN 13 006 464 428 (collectively CFS) are available 
from Colonial First State Global Asset Management.  Investors should consider the relevant PDS or IM before making an investment decision. 

Past performance should not be taken as an indication of future performance.
No part of this material may be reproduced or transmitted in any form or by any means without the prior written consent of Colonial First State Asset 
Management (Australia) Limited ABN 89 114 194 311 (CFSAMAL). This material contains or is based upon information that we believe to be accurate and 
reliable. While every effort has been made to ensure its accuracy, none of CFS or CFSAMAL offers any warranty that it contains no factual errors. We would like 
to be told of any such errors in order to correct them.

This material has been prepared for the general information of clients and professional associates of CFS and CFSAMAL. You should not rely on the contents. 
To the fullest extent allowed by law, CFS and CFSAMAL exclude all liability (whether arising in contract, from negligence or otherwise) in respect of all and each 
part of the material, including without limitation, any errors or omissions.

This material is intended only to provide a summary of the subject matter covered.  It does not purport to be comprehensive or to render specific advice. It is not 
an offer document, and does not constitute a recommendation of any securities offered by any of CFS or CFSAMAL. No person should act on the basis of any 
matter contained in this material without obtaining specific professional advice.

Colonial First State Global Asset Management is the consolidated asset management division of the Commonwealth Bank of Australia ABN 48 123 123 124.

Copyright © Colonial First State Group Limited 2010 

All rights reserved.
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1 BHP Billiton   26 Insurance Australia Group  
2 CBA  27 News Corporat ion  
3 Westpac Banking Corp  28 AGL Energy  
4 ANZ Banking Group  29 Oil Search  
5 Nat ional Aust ralia Bank   30 Transurban Group  
6 Telst ra Corp   31 Coca-Cola Amat il  
7 Wesfarmers   32 Qantas Airways  
8 Woolworths   33 Fortescue Metals Group 
9 Rio Tinto   34 AXA Asia Pacif ic Holdings  
10 West f ield Group  35 Incitec Pivot  
11 Woodside Pet roleum   36 ASX  
12 CSL   37 GPT Group 
13 QBE Insurance Group   38 Asciano Group 
14 Newcrest  Mining   39 WorleyParsons  
15 Origin Energy   40 Computershare  
16 Macquarie Group   41 Bluescope Steel  
17 Santos   42 Leighton Hldgs  
18 AMP   43 OneSteel  
19 Foster's Group   44 Sonic Healthcare  
20 Suncorp-Metway   45 CFS Retail Property 
21 Lihir Gold   46 Crown  
22 Stockland  47 Tabcorp Hldgs  
23 Orica   48 Toll Holdings  
24 Amcor   49 Lend Lease Corporat ion  
25 Brambles Indust ries   50 Telecom Corporation of NZ 

Equity raisings by the ASX50 

Source: IRESS; Company Announcements, Note: Shading indicates company has raised capital.

Since Q4 2008, 33 of the Top 50 have raised equity
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Corporate balance sheets are in much better shape

Source: UBS Research
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From recaps to acquisition and growth funding

2010 YTD raisings >$250 m i l l ion  
Issuer  Dat e Size (A$m ) Use of  Proceeds 

 
10 Aug 269 •  Acquisit ion of  Osborne, development  of  Merlin project  and 

ongoing explorat ion 

 4 Aug 455 •  Acquisit ion of  Middlemount  JV interests 

 
15 Jul 337 •  Development  of  Benga Project  and ongoing explorat ion 

 
6 Jul 491 •  MonierLifet ile acquisit ion, near term planned capex and 

future growth 

 

21 Jun 262 •  Development  of  Jabal Sayid project  

 
10 May 542 •  Acquisit ion of  Lane Cove Tunnel 

 
20 Apr 251 •  Strengthen balance sheet  

 
7 Apr 350 •  Strengthen balance sheet  ahead of  future acquisit ions, 

including Westpac Of f ice Trust  

 
25 Feb 806 •  Provide f lexibilit y to fund ident if ied growth opportunit ies 

 
11 Feb 258 •  Acquisit ion of  Macquarie’s core real estate 

management  plat form 
Source: IRESS 
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34%

27%

32%

7%

Placement
Non-renounceable ent it lement
Renounceable ent it lement
Other (SPP, DRP)

Offer structure evolution

Shift to renounceable 
entitlement structures

1

Bookbuilds have returned2

Discounts have generally fallen3

New structures emerged 
(e.g. SAREO, attaching options)

4

Follow on issuance (last 12 months)

Source: Thomson
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Who is buying? 

Source: Average demand, UBS ECM orderbooks 2008–2010
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Current investor appetite

Risk appetite improved

Source: UBS Research, Thomson Datastream

Cash levels remain high

Source: ABS
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Jan 03—Dec 07
$48.5bn (94 deals > $100m)

Jan 08—Aug 10
$4.9bn (7 deals > $100m)

Speculated future IPOs
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Precedent IPO pricing relative to market
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Emeco
16.3x

Dyno Nobel
16.9x

Boart Longyear
14.2x

Goodman 
Fielder

14.2x

Kathmandu
13.4x

Miclyn
8.5x

Myer
15.1x

Jan-10

JB Hi-Fi
14.0x

Seek
29.7x

Virgin Blue
15.4x

Zinifex
15.5x

ALH
14.9x

Promina
10.1x

Listing PE based on forecast year

Notes:
1 IPOs > A$100 million offer size 2      Excludes Property Trusts and Managed funds

Compass
Hotels
11.9x

Savcor
13.0x

RAMs
15.1x

Norfolk
13.0x

Flexigroup
15.8x

Patties 
Food
14.5x

Wotif.com
25.9x

Hastie Group
10.1x

Average = 13.9x
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This presentation has been prepared by UBS AG and/or its affiliates (together, “UBS”) for the exclusive use of the party to whom UBS delivers this presentation (the “Recipient”) using information provided by the Recipient and other publicly available information. You 
acknowledge and agree UBS has not independently verified the information contained herein, nor does UBS make any representation or warranty, either express or implied, as to the accuracy, completeness or reliability of the information contained in this presentation. 
This presentation should not be regarded by the Recipient as a substitute for the exercise of its own judgment and the Recipient is expected to rely on its own due diligence if it wishes to proceed further. 

The valuations, forecasts, estimates, opinions and projections contained herein involve elements of subjective judgment and analysis. Any  opinions expressed in this material are subject to change without notice and may differ or be contrary to opinions expressed by 
other business areas or groups of UBS as a result of using different assumptions and criteria. This presentation may contain forward-looking statements. UBS undertakes no obligation to update these forward-looking statements for events or circumstances that occur 
subsequent to such dates or to update or keep current any of the information contained herein. Any estimates or projections as to events that may occur in the future (including projections of revenue, expense, net income and stock performance) are based upon the 
best judgment of UBS from the information provided by the Recipient and other publicly available information as of the date of this presentation. Any statements, estimates or projections as to UBS’ fees or other pricing are accurate only as at the date of this 
presentation. There is no guarantee that any of these estimates or projections will be achieved. Actual results will vary from the projections and such variations may be material. 

This presentation may also contain references to UBS Research. The UBS Research Department produces research independently of all other UBS business areas and UBS AG business groups and no other person or department within UBS may directly or indirectly
offer or guarantee coverage by UBS Research. 

Research is produced for the benefit of the firm’s investing clients.  The primary objectives of each analyst in the research department are: to analyse the companies, industries and countries they cover and forecast their financial and economic performance; as a result, 
to form opinions on the value and future behaviour of equity and equity-linked securities issued by the companies they cover; and to convey that information to UBS’ investing clients.  Each issuer is covered by the Research Department at its sole discretion.

Nothing contained herein is, or shall be relied upon as, a promise or representation as to the past or future. UBS, its affiliates, directors, employees and/or agents expressly disclaim any and all liability relating or resulting from inaccurate or incomplete information and 
the use or reliance of all or any part of this presentation or any of the information contained therein.

By accepting this presentation, the Recipient acknowledges and agrees that UBS will at all times act as an independent contractor on an arm’s-length basis and will not act in any other capacity, including in a fiduciary capacity, with respect to the Recipient. UBS, in its 
capacity as principal or agent is involved in a wide range of commercial banking and investment banking activities globally from which conflicting interests or duties may arise. UBS may provide services to any member of the same group as the Recipient or any other 
entity or person (a “Third Party”), engage in any transaction (on its own account or otherwise) with respect to the Recipient or a Third Party, or act in relation to any matter for itself or any Third Party, notwithstanding that such services, transactions or actions may be 
adverse to the Recipient or any member of its group, and UBS may retain for its own benefit any related remuneration or profit. 

This presentation has been prepared solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. The Recipient should not construe the contents of this presentation as legal, tax, 
accounting or investment advice or a recommendation. The Recipient should consult its own counsel, tax and financial advisors as to legal and related matters concerning any transaction described herein. This presentation does not purport to be all-inclusive or to 
contain all of the information that the Recipient may require. No investment, divestment or other financial decisions or actions should be based solely on the information in this presentation.

This presentation has been prepared on a confidential basis solely for the use and benefit of the Recipient; provided that the Recipient and any of its employees, representatives, or other agents may disclose to any and all persons, without limitation of any kind, the tax 
treatment and tax structure of the transaction and all materials of any kind (including opinions or other tax analyses) that are provided to the Recipient relating to such tax treatment and tax structure.  Distribution of this presentation to any person other than the 
Recipient and those persons retained to advise the Recipient, who agree to maintain the confidentiality of this material and be bound by the limitations outlined herein, is unauthorized. This material must not be copied, reproduced, distributed or passed to others at any 
time, in whole or in part, without the prior written consent of UBS.

UBS specifically prohibits the redistribution or reproduction of this material in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the actions of third parties in this respect.

© UBS 2010. key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.

UBS AG
Australia Branch
ABN 47 088 129 613
PO Box 4151
Sydney NSW 2001
Tel. +61-2-9324 2000

www.ubs.com



August 2010

ANZ Debt Capital Markets 



DOMESTIC BOND ISSUANCE IN 2010 YTD
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2010 A$ CORPORATE BOND ISSUANCE

• 14 deals so far for 2010, with a strong pipeline for Q3/Q4

• 5 transactions from the BBB band

• A range of tenors out as far as 10 years

KEY HIGHLIGHTS

• Average Tenor: 5.3 vs 4.2 years

• Tenor of 7yrs or More: 4 vs 0 deals

• Average Deal Size: A$194m vs A$189m

H1 2010 vs H1 2009

Note: Light blue font indicates ANZ led deals
Source: ANZ Markets

Date Issuer Rating Launch Vol. (A$m) Approx.  Book 
Size (A$m)

Oversubscription 
(from launch vol.)

Deal Vol.
(A$m) Maturity Issue Spread to 

SWAP/BBSW

Aug-10 Melbourne Airport A- 200 650 3.25 350 Aug-16 160 & 190

Aug-10 Volkswagen A- 100 160 1.6x 125 Aug-13 165

Jul-10 SPIAA A- 200 600 3.0x 500 Aug-15 185

Jul-10 APT Pipelines BBB 200 300 1.5x 300 Jul-20 240

Jun-10 Sydney Airportss BBB 175 175 0 175 Jun-15 265

Jun-10 Caterpillar (FRN)RE A 125 150 0 150 Jun-12 125

Jun-10 Telstra CorpRE A 150 150 0 150 Jul-20 200

Apr-10 AMP Shopping Centre FundS A 200 400 2.0x 200 Apr-15 185

Apr-10 Dexus Property Group1 BBB+ 100 180 1.8x 180 Apr-17 270

Mar-10 Adelaide Airport1s (FRN) BBB 150 235 1.6x 235 Sep-15 255

Mar-10 Volkswagen A- 100 150 1.5x 150 Mar-14 225

Mar-10 Mirvac Group BBB 100 250 2.5x 150 Mar-15 265

Mar-10 SP AusNet A- 200 600 3.0x 300 Sep-17 160

Mar-10 Transurbans A- 150 - - 250 Mar-14 180

1 - Buyback and reissue

S - Secured MTN

RE – Reverse Enquiry



AUS CORPORATES WHO HAVE ISSUED OVERSEAS IN 2010

USPP & 144A

Envestra US$150m
ElectraNet US$350m
Brambles US$750m
United Energy Distribution US$435m
Leighton Holdings US$350m
Energy Partnership Gas US$185m
Goodman Fielder US$300m
AGL Energy US$300m
Orica US$600m

EMTN

Wesfarmers €500m
Telstra €1B
SPIAA CHF$475

13%

87%

Corporates
Financials

ASIA

SPIAA HK$700m
Telstra HK$330m
Optus HK$1B

BANKS VS CORPORATE
OVERSEAS ISSUANCE

~ A$40bln+

~ A$6bln+



AUS ITRAXX
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‘BBB’ U.S. CORP CREDIT SPREADS HAVE TIGHTENED DRAMATICALLY
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‘BBB’ rated U.S. Corporate credit spreads are projected to tighten in FY’10
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AUD BASIS SWAP IN 2010
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THE BASIS SWAP

Major Bank
ANZ

(Swap Counterparty)
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WHERE TO FROM HERE??!?

> Continued Offshore Issuance by the 4 Majors: A$130bln+

> ACGB issuance forecast: A$60bln

> Increased Corporate Activity

- Domestic

- Offshore

> 50% of Fund Managers To Allocate More To Credit!

> 65% Keen To See Longer Maturities

 BE PROACTIVE
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