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Issuer Outline  

Sector: Industrial 

Sub-Sector: Engineering&Construction 

Country: AU 

Ownership: Public 

Lendlease Group designs, develops, and 

manages property and infrastructure assets. 

The Company constructs apartments, 

commercial buildings, government offices, 

retirement living, and educational facilities. 

Lendlease serves customers worldwide. 

    

        

     

          
IAM Credit View Issuer Credit Rating & Outlook  

Lendlease recently announced it will be exiting the 

international construction business, with 

development and construction businesses focussed 

solely in Australia. Accordingly, Lendlease will book 

impairments of between A$1.15-$1.475bn (pre-tax) 

in FY24 as it writes down goodwill in the US/UK 

construction business. In our view, this is credit 

positive for the long-term credit profile. Scale of the 

business will fall, which is credit negative, however 

domestic development is significantly more 

attractive from both a margin and legal risk 

perspective relative to overseas.  

 

The restructuring will free up A$4.5bn in capital over 

FY24-FY28 (A$2.8bn within 12 months), which can 

be used to reduce gearing and return capital to 

shareholders via a A$500m on-market buyback. 

Gearing is expected to fall to 5-15% by the end of 

FY26 (currently 22.9%) and save A$150m pa in cost 

savings from less workers/other cost savings.  

 

We see this as credit positive for the Lendlease bond 

curve. The company intends to sell assets, reduce 

debt, and increase shareholder returns, all within the 

bounds of an investment-grade rating. Given the 

scale of asset sales and debt reduction required, 

there may be potential bond buybacks. There is still 

value in the AUD Lendlease bonds which are trading 

wider than other investment-grade names in 

Australia and could see 20-30bps spread 

outperformance from here as a downgrade from 

Baa3/BBB- is now certainly off the table. 

Agency Rating Outlook  

S&P - - 
 

Moody's Baa3 STABLE 
 

Fitch BBB- STABLE 
 

 
Key Financials (AUD m) 

 

 

LTM (31Dec)  

  

06/2023 

 

06/2022 

Revenue  10,373   8,964  

EBITDA  (35)  (79) 

NPAT  (232)  (99) 

EBITDA Margin 

(%) 

 (0)  (1) 

Total Assets  18,214   17,101  

Total Debt  3,665   2,765  

Net Debt  2,765   1,468  

Total Debt/Total 

Equity (%) 

 55.16   39.67  

Total Debt/Total 

Assets (%) 

 20.12   16.17  
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Revenue and EBITDA Composition  
 

 
(LTM 30 June 2023) 

 

      

Strengths of Lendlease 

• A$4bn global restructuring from international operations. This simplifies the company for debt reduction 

and shareholder distribution. Potential bond buybacks are likely.     

• Recurring earnings offset development risk. Lendlease's credit profile is supported by stable and 

predictable revenues from its investment portfolio and its asset management business.  

• Strong financial profile. Its company defined gearing has now migrated to 5-15% which is low for a BBB 

rated entity.            

Weaknesses of Lendlease 

• Office vacancy risk. Australia's final stage of office-asset writedowns could see capitalisation rates expand 

to 7% in FY25. This will correspond with peak office vacancies in Sydney and Melbourne.    

• Development risk. Lendlease's developments are associated with lumpy cashflows due to project 

commencements and completions. Exposure to cyclical residential and construction sectors, and the 

associated mismatch between investment outflows and cash receipts on projects are a key risk.  

      

Summary Bond Details 
  

ISIN 
Issue  

Amount 
Ranking Coupon 

Coupon 
Frequency 

First Call 
Maturity 

Date 
Issue Rating 

(S&P/Moody's/Fitch) 
AU3CB0259224 AUD80m Sr Unsecured 5.425% Semi-annual 7 February 

2028 
7 February 

2028 
- / Baa3 / BBB- 

AU3CB0275550 AUD500m Sr Unsecured 3.400% Semi-annual 27 October 
2027 

27 October 
2027 

- / Baa3 / BBB- 

AU3CB0278711 AUD300m Sr Unsecured 3.700% Semi-annual 31 March 
2031 

31 March 
2031 

- / Baa3 / BBB- 

XS2383508590 GBP42.1m Sr Unsecured 3.500% Annual 2 February 
2033 

2 February 
2033 

- / Baa3 / BBB- 

XS1602127992 SGD300m Sr Unsecured 3.900% Semi-annual 27 April 
2027 

27 April 2027 - / Baa3 / BBB- 

XS1418635337 USD400m Sr Unsecured 4.500% Semi-annual 26 May 
2026 

26 May 2026 NR / Baa3 / BBB- 

69.3

22.4

3.2 5.1

Revenue (%)

Construction Development Investments Other

61

52

16.5

-29.6

EBITDA (%)

Construction Development Investments Other
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Disclosure 

 
© 2024 IAM Group | Income Asset Management Group Limited ACN 010 653 862 (ASX: IAM) and wholly 
owned subsidiaries, IAM Capital Markets Ltd ACN 111 273 048 AFSL 283119, IAM Cash Markets Pty Ltd ACN 
164 806 357 as corporate authorised representative (no. 001295506) of AFSL 283119, Trustees Australia 
Limited ACN 010 579 058 AFSL 260038 and IAM Funds Pty Ltd ACN 643 600 088 as corporate authorised 
representative (no. 001296921) of AFSL 260038, together the IAM Group.  
  
Disclaimer: The information in this document is for general information purposes only and does not purport to 
contain all matters relevant to any particular or financial instrument. It is not intended to be a recommendation, 
offer or invitation to purchase, sell or otherwise deal in securities or other investments. Before making any 
decisions in respect to a financial product, you should read the relevant Financial Services Guide and Product 
Disclosure Statement and seek independent and specific advice from an appropriately qualified professional. 
Income Asset Management Group and its subsidiaries shall not be liable for any errors, omissions, defects, or 
misrepresentations in the information or for any loss or damage (whether direct or indirect) suffered by 
persons who use or rely on the information contained here. The Group is fundraising for The Smith Family. For 
every client who opens an IAM Capital Markets account, IAM Group will donate $150 to The Smith Family. The 
Group is authorised by The Smith Family (Level 9, 117 Clarence Street, Sydney NSW 2001, Ph: 1300 326 459) 
to fundraise on its behalf in ACT, NSW, NT, QLD, SA, VIC, WA, and TAS. All funds raised will go directly to 
Australians.  
  
IAM Group offers general financial product advice only. As a result, any information or advice, has been 
provided without taking account of your objectives, financial situation and needs. Because of this, you should, 
before acting on any advice from IAM consider the appropriateness of the advice, having regard to your 
objectives, financial situation and needs. If the information or any advice, relates to the acquisition, or possible 
acquisition, of a particular financial product, you should obtain and consider the product disclosure statement 
or documents relating to the product before making any decision about whether to acquire the product. 
Neither IAM Group, nor any of its directors, authorised representatives, employees, or agents, makes any 
representation or warranty as to the reliability, accuracy, or completeness, of any information or advice. Nor do 
they accept any liability or responsibility arising in any way (including negligence) for errors in, or omissions 
from, any information or advice. IAM Group, its staff and related parties earn fees and revenue from dealing in 
the securities as principal or otherwise and may have an interest in any securities mentioned. Any reference to 
credit ratings of companies, entities or financial products must only be relied upon by a ‘wholesale client’ as 
that term is defined in section 761G of the Corporations Act 2001 (Cth). IAM Group does not provide tax 
advice and is not a registered tax agent or tax (financial) advisor, nor are any of the IAM Group staff or 
authorised representatives. IAM Group does not make a market in the securities or products that may be 
mentioned.  
  
An investment in notes or corporate bonds should not be compared to a bank deposit. Notes and corporate 
bonds have a greater risk of loss of some or all of an investor’s capital when compared to bank deposits. Past 
performance of any product is not a reliable indication of future performance. Any forecasts are predictive in 
character and based on specified assumptions generally available at the time and no reliance should be 
placed on the accuracy of any forecast information. The actual results may differ substantially from the 
forecasts and are subject to change without further notice. IAM may quote to you an estimated yield when you 
purchase a bond. This yield may be calculated by IAM on either A) a yield to maturity date basis; or B) a yield 
to early redemption date basis. Some bond issuances include multiple early redemption dates and prices, 
therefore the realised yield earned by you on the bond may differ from the yield estimated or quoted by IAM 
at the time of your purchase.  

 


