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28 June 2022 

BA Weekly 

Economic Schedule 

 

Tuesday: 

• US June Dallas Fed Mfg. Activity (survey: -6.5 index points; last: -7.3) 

• US May Wholesale Inventories MoM (survey: 2.2%; last: 2.2%) 

• US April FHFA Home Price Index MoM (survey: 1.6%; last: 1.5%) 

Wednesday: 

• AU May Retail Sales MoM (survey: 0.4%; last: 0.9%) 

• US 1Q GDP YoY (survey: -1.5%; last: -1.5%) 

• US June Conference Board Consumer Confidence Index (survey: 100.0 index 

points; last: 106.4) 

• US June Richmond Fed Mfg. Index (survey: -5 index points; last: -9) 

• AOFM Tender: $150m, September 2025 Treasury Indexed Bond 

Thursday: 

• AU May Private Sector Credit MoM (survey: 0.6%; last: 0.8%) 

• CN June Mfg. PMI (survey: 50.5 index points; last: 49.6) 

• UK 1Q GDP YoY (survey: 8.7%; last: 8.7%) 

• US May Personal Income (survey: 0.5%; last: 0.4%) 

• US May Personal Spending (survey: 0.4%; last: 0.9%) 

• US June MNI Chicago PMI. (survey: 58.0 index points; last: 60.3) 

• AOFM Tender: $1.0bn, September 2022 Treasury Note 

• AOFM Tender: $1.5bn, October 2022 Treasury Note 

Friday: 

• EU June CPI Estimate YoY (survey: 8.5%; last: 8.1%) 

• EU S&P Mfg. PMI (52.0 index points; last: 52.0) 

• JP June Tokyo CPI YoY (survey: 2.5%; last: 2.4%) 

• US June S&P Mfg. PMI (survey: 52.4 index points; last: 52.4) 

Monday (4/7): 

• AU June Melbourne Institute Inflation Gauge MoM (last: 1.1%) 

• AU June ANZ Job Ads (last: 0.4%) 

• AU May Building Approvals MoM (last: -7.3%) 

• US May Construction Spending MoM (survey: 0.4%; last: 0.2%) 

Tuesday (5/7): 

• AU RBA Policy Rate Decision (survey: 1.35%; last: 0.85%) 
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Issuance Update 

• MQG (A3/BBB+/A-) launched an offer today for Macquarie Group Capital Notes 

6 (ASX: MQGPF), to raise $400m, with the ability to raise more or less. These 

AT1 Notes have a first call date of 12 September 2029 with an indicative margin 

of +370-390bps above 90-day BBSW. Click here to access the BA report. 

Figure 1. ASX Big Four AT1 Hybrid Curve – Trading Margin 

 

Source: BondAdviser Estimates, ASX. As at 27 June 2022. 

 

• BNZ (A1/AA-/A+), the NZ subsidiary of NAB, priced a 5-yr €750m covered bond 

issue (Aaa/AAA) at MS +28bps. 

• BOQ (A3/BBB+/A-) priced a $200m tap of an existing AUD May 2025 

conditional pass through covered bond (Aaa/AAA) issue at 3mBBSW +107bps 

versus IPG of +105bps. This took the total outstanding amount of issue to 

$950m. 

• Toyota Finance Australia (A1/A+) priced a 5-yr £350m FXD EMTN at Gilts 

+159bps. 

• WBC (Aa3/AA-/A+) upsized Westpac Capital Notes 9 (ASX: WBCPL) from 

$750m to $1.5bn following the bookbuild with the margin set at +340bps, the 

bottom of the +340-360bps indicative range. We understand demand was 

strong with the orderbook in excess of $2.4bn. Additionally, on Friday WBC also 

increased an outstanding $1.6bn senior unsecured FRN issue to $1.9bn 

following a $300m tap at a re-offer margin of +80bps over 3mBBSW. This 

compares to a +69bps margin when the issue was originally priced on 10 March 

2022. 

• NSW Treasury through TCorp (Aaa/AA+/AAA) yesterday launched and priced 

new September 2029 and August 2031 floating rate notes. The bookbuild was 

impressive (no state of origin hangover in sight), with over $7.8bn drummed up 

intraday. Interestingly, the Big Four, which were the JLMs, bid ~$900m into the 

deal – speaking to the demand in HQLA. The transactions printed at +8bps and 

+16bps over 3mBBSW respectively.  
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https://app.bondadviser.com.au/research_items/?item=macquarie-group-capital-notes-6
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Caught Our Eye 

TEDdie Bear Picnic 

We have been alarmed by the increase in TED spread recently. The TED spread is 

named as such as an acronym stemming from T-bills (T) and Eurodollar futures (ED). 

Given the recent transition away from LIBOR, overnight indexed swaps (OIS) are now 

used in preference to Eurodollar futures, but regardless, the spread is largely illustrating 

the same thing: how much banks are charging each other for the credit risk of short-term 

loans.  

Figure 2. TED Spread (3m OIS Less 3m T-bills) 

 

Source: BondAdviser, Bloomberg. As at 28 June 2022. 
 

As seen during the GFC, the TED spread was extremely high. Concerningly, we are at 

levels not seen since the GFC. In other words, banks now believe their counterparty 

banks have an increasing risk of default. Ultimately this points to what will be a tightening 

credit market and highlights further evidence of economic contraction.  

Figure 3. 12m Forward Eurodollar Spread 

 

Source: BondAdviser, Bloomberg. As at 28 June 2022. 
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Speaking to this dynamic further has been the inversion in Eurodollar Futures. ED are 

one of the world’s largest short-term money markets, with very deep liquidity. The 12-

month forward spread has firmly inverted, suggestive of a recession but also explicitly 

pricing in rate cuts for 2023.  

Figure 4. Eurodollar Futures Curve 

 

Source: BondAdviser, Bloomberg. As at 28 June 2022. 

CWNHB Dealt a Full House  

On Friday, Crown Resorts (ASX: CWN) announced that the scheme of arrangement 

with Blackstone Inc (NYSE: BX) had been implemented. This triggered a change of 

control in CWNHB. Soon after the implementation announcement, a further 

announcement was made to redeem CWNHB. This was our base case in February, 

where we predicted a September 2022 redemption at par plus accrued and deferred 

interest. Instead, redemption will be on 28 July 2022 at par plus accrued and deferred 

interest. This is a fantastic outcome for new and old investors, equating to $102.75 

(noting yesterday the Notes closed at $101.95).  

We were caught wrong footed on the acquisition initially, where we had a controversial 

Sell (and risk downgrade to Extreme) recommendation on the Notes back in the depths 

of COVID, based on serious credit quality concerns surrounding both cashflows and 

licensing. Subsequently, our predictions of mandatory deferral of interest and credit 

rating downgrades manifested. In October 2021, we upgraded to Buy (IRR: 21%) at a 

price of $93.5 due to the underpricing of transaction consummation. In February, at a 

price of $98.2 plus an additional $1.0 of carry we moved our recommendation to Hold, 

which we have maintained. 

Clients can click here for the February report and request prior reports from the desk. 

SUN’s Bancassurance Model Under Review 

Press reports are suggesting that Suncorp Group (ASX: SUN) is looking to exit its 

banking business via a sale or demerger. These rumours have come and gone over the 

years, but front page of the Monday AFR suggests no smoke without fire.  

SUN responded with a short statement to the ASX stating, “as previously advised, 

Suncorp, from time to time, reviews its strategic alternatives in relation to all of its 

businesses and is currently doing so in respect of its banking operations”. 
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https://app.bondadviser.com.au/securities/au0000cwnhb7/?item=crown-subordinated-notes-ii-ff3e393c-6d42-459f-9ab9-5816ac457d7e
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By way of background, Suncorp Group operates under a Non-Operating Holding 

Company (NOHC) structure and is regulated as such by APRA. The Bank (Suncorp-

Metway Limited) and insurance operating businesses are wholly owned subsidiaries.  

If a spinoff of the bank occurs, there would be credit implications. Suncorp Group is rated 

A2/A+/A+ (Moody’s/S&P/Fitch), while Suncorp Bank is rated higher, A1/AA-/A+ due to 

its operational nature and because support from the Group/NOHC is assumed. The 

Bank’s standalone rating is lower at baa1 (Moody’s) and bbb+ (S&P). An exit of the 

banking business would likely result in the credit rating of Suncorp Bank falling to be 

closer to regional banks Bendigo Bank (ASX: BEN) and Bank of Queensland (ASX: 

BOQ) of A3/BBB+/A- as there would no longer be any support from the NOHC. By 

consequence this would likely flow through to pricing for bank senior unsecured paper, 

which is issued through Suncorp-Metway. We do note that the credit rating of the 

acquirer of the Bank will impact its ultimate credit profile/rating. For example, ME Bank’s 

credit profile/rating increased after it was acquired by BOQ. 

For the Group, we would view the loss of earnings diversity to be a credit negative. AT1 

and Tier 2 capital are primarily issued via the NOHC, so pricing of these securities could 

also be impacted.  

The Bank is a material contributor to Group profits (55% of 1H22 Group cash NPAT) and 

provides somewhat uncorrelated returns to the insurance business. The impact on the 

Group’s credit profile will also hinge on its capital position post an exit of the banking 

business. A sale of the Bank would be the cleanest option and the post-sale capital 

position of the Group would depend on what proceeds are retained and what is returned 

to shareholders. A demerger is a more cumbersome and time-consuming exit option 

which may result in a less favourable outcome for the Group’s balance sheet than a cash 

sale. We also note that separating the Bank from the Group will be made more 

complicated by the fact that AT1 and Tier 2 regulatory capital is primarily issued at the 

Group level with funds deployed to regulated entities. Ultimately, a sale or demerger will 

require a number of approvals, including APRA, which will have to be comfortable with 

the regulatory capital position of the Group and the Bank post separation. 

Moody’s Upgrades QBE’s Outlook  

Moody’s reaffirmed the A3 issuer rating of QBE Insurance Group (ASX: QBE) and 

changed the outlook from Negative to Stable. The upgrade in the outlook reflects 

Moody’s expectation that QBE will be able to sustain its improved underwriting 

performance over the next 12-18 months, supported by rising premium rates, high levels 

of customer retention, and declining attritional claims ratios.  

We maintained a Stable view on the credit outlook following the FY21 result in February, 

reflecting the earnings performance and strong capital position. QBE reported a large 

turnaround in its FY21 result with adjusted cash NPAT of US$805 million compared to a 

US$863 million loss in FY20. The result was driven by a stronger underwriting 

performance, while noting FY20 was hurt by adverse prior year claims experience, write-

downs, and impairments and COVID.  It demonstrated the business has good operating 

momentum, underpinned by GWP growth driven by hardening premium rates, continued 

improvements in attritional claims, and benefits from the operating efficiency program. 
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Recommendation Updates 

Wholesale: 

• None 

 

Retail: 

• ANZ Capital Notes 4 (ASX: ANZPG) 

• ANZ Capital Notes 7 (ASX: ANZPJ) 

• CBA PERLS XI (ASX: CBAPH) 

• Macquarie Group Capital Notes 4 (ASX: MQGPD) 

• Macquarie Group Capital Notes 6 (ASX: MQGPF) 

• Suncorp Capital Notes 4 (ASX: SUNPI) 

• Westpac Capital Notes 2 (ASX: WBCPE) 

• Westpac Capital Notes 6 (ASX: WBCPI) 

BondAdviser Index Analysis (23/6/2022) 

BondAdviser Global Markets Wrap (24/6/2022) 

BondAdviser A$ Financial RV Curves (24/6/2022)  

https://app.bondadviser.com.au/research_items/?item=anz-capital-notes-4-c860f004-9e54-4a8c-a780-1ec95250fc10
https://app.bondadviser.com.au/research_items/?item=anz-capital-notes-7-a4b447e4-938a-4fc9-a792-a0d33de76188
https://app.bondadviser.com.au/research_items/?item=perls-xi-aa29c760-dd76-4649-8f4b-b2ca5d5ffd90
https://app.bondadviser.com.au/research_items/?item=macquarie-group-capital-notes-4-c513e2ec-0470-4dce-bae9-05226a095787
https://app.bondadviser.com.au/research_items/?item=macquarie-group-capital-notes-6
https://app.bondadviser.com.au/research_items/?item=suncorp-capital-notes-4-b2219f5c-1c43-4d0f-8054-ebe831000aa4
https://app.bondadviser.com.au/research_items/?item=westpac-capital-notes-2-c2c42637-fe48-4660-9634-e16bb4838764
https://app.bondadviser.com.au/research_items/?item=westpac-capital-notes-6-b5731217-1f33-439c-b695-d6667a871429
https://app.bondadviser.com.au/uploads/attachment/uploaded/1392/220623_Index_Chart_Pack_vF.pdf
https://app.bondadviser.com.au/uploads/attachment/uploaded/1392/220623_Index_Chart_Pack_vF.pdf
https://app.bondadviser.com.au/uploads/attachment/uploaded/1392/220623_Index_Chart_Pack_vF.pdf
https://app.bondadviser.com.au/uploads/attachment/uploaded/1389/Global_Markets_220624_vF.pdf
https://app.bondadviser.com.au/uploads/attachment/uploaded/1389/Global_Markets_220624_vF.pdf
https://app.bondadviser.com.au/uploads/attachment/uploaded/1393/Financial_Vals_220624_vF.pdf
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General Disclosures 

BondAdviser has acted on information provided to it and our research is subject to 

change based on legal offering documents. This research is for informational purposes 

only.  

This information discusses general market activity, industry or sector trends, or other 

broad-based economic, market or political conditions and should not be construed as 

research or investment advice. 

The content of this report is not intended to provide financial product advice and must 

not be relied upon as such. The Content and the Reports are not and shall not be 

construed as financial product advice. The statements and/or recommendations on this 

web application, the Content and/or the Reports are our opinions only. We do not 

express any opinion on the future or expected value of any Security and do not explicitly 

or implicitly recommend or suggest an investment strategy of any kind. 

The content and reports provided have been prepared based on available data to which 

we have access. Neither the accuracy of that data nor the methodology used to produce 

the report can be guaranteed or warranted. Some of the research used to create the 

content is based on past performance. Past performance is not an indicator of future 

performance. We have taken all reasonable steps to ensure that any opinion or 

recommendation is based on reasonable grounds. The data generated by the research 

is based on methodology that has limitations; and some of the information in the reports 

is based on information from third parties. 

We do not guarantee the currency of the report. If you would like to assess the currency, 

you should compare the reports with more recent characteristics and performance of the 

assets mentioned within it. You acknowledge that investment can give rise to substantial 

risk and a product mentioned in the reports may not be suitable to you.  

You should obtain independent advice specific to your circumstances, make your own 

enquiries and satisfy yourself before you make any investment decisions or use the 

report for any purpose. This report provides general information only. There has been 

no regard whatsoever to your own personal or business needs, your individual 

circumstances, your own financial position or investment objectives in preparing the 

information. 

We do not accept responsibility for any loss or damage, however caused (including 

through negligence), which you may directly or indirectly suffer in connection with your 

use of this report, nor do we accept any responsibility for any such loss arising out of 

your use of, or reliance on, information contained on or accessed through this report. 

© 2022 Bond Adviser Pty Ltd. All rights reserved. 

 

 


