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New Bonds, Big Gains

By Darryl Bruce

Over recent months, investors have seen a steady stream of new issuance in the investment
grade bond market. Together with consistent supply in syndicated loans, this has created a wide
range of opportunities across the risk/return spectrum, making it an opportune time to build a
diversified fixed income portfolio.

We know that the new issue process can sometimes feel challenging for investors. Bookbuilds
are rapid affairs and orderbooks are frequently many times oversubscribed. Orders can get
scaled and often pricing tightens i.e. the final coupon can be lower than the initial guidance,
leading investors to feel like issuers have the upper hand.

Despite these frustrations, recent investment grade issuance has delivered strong results for
investors. Demand has been consistently strong in the new issue market and remains strong in
the secondary market. The chart below reflects the current mid-prices on investment grade
bonds issued in the last three months, with the red dotted line indicating the average of those

prices.
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All of the bonds are trading above par (100). A handful are lingering between 100 and 101,
however majority are trading between 101 and 104, a 1%-4% price increase (or capital gain) in a
short time frame.

Among the strong performers, two standouts of note have been BCPE 6.5618% 2035c which is
trading at ¢.105 around two months after issue. In addition, the recently issued ANZ 6.171% 2045
was trading at 102.4 the day it settled.

Although it can be frustrating when a coupon is squeezed during the new issue process, this
capital increase along with an annual income return that has typically been in the high 5% to low
6% range, shows that the issuers are not the only winners in the new issue process. Refer to the
table at the bottom to see specific issues represented on the chart above.

The opportunity ahead

While the Reserve Bank of Australia (RBA) surprised the market by holding the Cash Rate in July,
expectations are that more cuts are on the horizon as the economy broadly slows. The chart
below shows that the market is currently expecting three more Cash Rate cuts by February 2026.
This provides ideal conditions for the quintessential bond trade - locking in a high level of fixed
income and waiting for the Cash Rate to come down. As rates fall the fixed income return will
look more attractive, thereby lifting the capital values.

ASX 30 Day Interbank Cash Rate Futures Implied Yield Curve
As at market close on 01 August 2025
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The days of 6%+ coupons for investment grade bonds are largely behind us for the time being.
However, bonds issued with 5% coupons have also been performing very strongly in the
secondary market.

Based on the current dynamics of insatiable demand for fixed income together with falling Cash
Rates | expect that, despite its frustrations, the new issue market will continue to deliver solid
returns and liquidity for investors for the foreseeable future.

Indicative Mid-Prices of Recently Issued Bonds

Issuer Name Security Name Dar — Mid Price
ssue
DYNO NOBEL LTD DNLAUS5.4 11/08/32 0 $101.080
DYNO NOBEL LTD DNLAU 5.817 08/08/35 0 $101.844
NATIONAL AUSTRALIA BANK NAB 5.774 07/30/40 7 $101.150
PORT OF NEWCASTLE INVEST PONEIV 6.1 07/18/33 19 $102.694
BARCLAYS PLC BACR 6.052 06/18/36 49 $103.076
EMIRATES NBD BANK PJSC EBIUH5.913 06/18/35 49 $102.739
NEXTERA ENERGY CAPITAL NEE 6.043 06/17/55 50 $101.571
NEXTERA ENERGY CAPITAL NEE Float 06/17/55 50 $100.887
AUSTRALIA PACIFIC AIRPORT MELAIR Float 06/16/55 51 $100.513
AUSTRALIA PACIFIC AIRPORT MELAIR 5.95 06/16/55 51 $102.063
BPCE SA BPCEGP 6.5618 06/12/40 55 $104.921
COMMONWEALTH BANK AUST CBAAU 5.252 09/12/35 55 $101.605
WESTPAC BANKING CORP WSTP 5.815 06/04/40 63 $101.788
MACQUARIE BANK LTD MQGAU 6.1456 05/29/40 69 $103.495
MACQUARIE BANK LTD MQGAU Float 11/29/35 69 $100.878
LLOYDS BANKING GROUP PLC LLOYDS Float 05/28/31 70 $100.402
HERITAGE PEOPLES CHOICE ACDAU Float 05/23/35 75 $100.602
HERITAGE PEOPLES CHOICE ACDAU Float 05/23/35 75 $100.602
AIRSERVICES AUSTRALIA AIRSER 5.45 05/15/35 76 $103.617
MYSTATE LTD MSTTAU Float 05/21/35 77 $101.914
QBE INSURANCE GROUP LTD QBEAU 5.802 05/21/36 77 $102.210
QBE INSURANCE GROUP LTD QBEAU Float 05/21/36 77 $100.510
AURIZON HOLDINGS LTD AZJAU 6.3 05/16/55 82 $101.946
AURIZON HOLDINGS LTD AZJAU Float 05/16/55 82 $101.415
WORLEY FIN SERV PTY LTD WORAU 5.868 05/13/32 85 $102.902

Source: Bloomberg

Secure strong income and potential capital gains. Talk to IAM today about upcoming
new issues or sign up here to get alerts on future offerings.
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Disclosure

IAM Capital Markets Limited (AFSL 283119) ('|AM Capital Markets') is a financial service business and provides general financial product advice
only. As a result, this document, the Content and the Reports are not intended to provide financial product advice and must not be relied upon
or construed as such. IAM Capital Markets does not express any opinion on the future or expected value of any financial product and does not
explicitly or implicitly recommend or suggest an investment strategy of any kind. The Content and the Reports provided in this document have
been prepared based on available data to which IAM Capital Markets have access. Neither the accuracy of that data nor the research
methodology used to produce the Content and Reports can be or is guaranteed or warranted. Some of the research used to create the
Content and the Reports is based on past performance. Past performance is not an indicator 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. The
data generated by the research in the Content or the Reports is based on research methodology that has limitations; and some of the
information in the Content or the Reports is based on information from third parties. IAM Capital Markets does not guarantee the currency of
the Content or the Reports. If you would like to assess the currency, you should compare the Content or 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 Content or the Reports may not be suitable
to you. The Content and Reports have been provided or made available by IAM Capital Markets without taking account of your objectives,
financial situation, and needs. IAM Capital Markets strongly recommends that you seek independent accounting, financial, taxation, and legal
advice, tailored to your specific objectives, financial situation or needs, prior to making any investment decision. Neither IAM Capital Markets,
nor any of its directors, authorised representatives, employees, or agents, makes any representation or warranty as to the reliability, accuracy,
or completeness, of the Content and Reports. Nor does IAM Capital Markets accept any liability or responsibility arising in any way (including
negligence) for errors in, or omissions from the Content and Reports. IAM Capital Markets, 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 in this document. 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 Capital Markets does not provide tax advice and is not a registered tax agent or tax (financial)
advisor, nor are any of IAM Capital Markets' staff or authorised representatives. IAM Capital Markets does not make a market in the securities
or products that may be referred to in this document.

An investment in notes, corporate bonds, syndicated loans, or any debt instrument should not be compared to a bank deposit. Notes,
corporate bonds, syndicated loans, or any debt instrument have a greater risk of loss of some or all an investor’s capital when compared to
bank deposits. IAM Capital Markets is not licensed to provide foreign exchange hedging or deal in foreign exchange contracts services. IAM
Capital Markets may quote to you an estimated yield when you purchase a bond. This yield may be calculated by IAM Capital Markets 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 Capital Markets
at the time of your purchase.

To the extent IAM Capital Markets has utilised research from BondAdvisor, the following Disclaimer applies. 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. We note that this security offering is only being made to investors who are not retail clients under the Corporations Act nor
located outside Australia 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 particular 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.

© 2025 IAM Group | Income Asset Management Group Limited ABN 42 010 653 862 (ASX: IAM) and wholly owned subsidiaries, IAM Capital
Markets Ltd ABN 86 111 273 048 AFSL 283119, IAM Cash Markets Pty Ltd ACN 164 806 357 as corporate authorised representative (no.
001295506) of AFSL 283119, Trustees Australia Limited ABN 63 010 579 058 AFSL 260038 and IAM Funds ABN 54 643 600 088, together the
IAM Group.

The information in this website 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 decision in respect to a financial product, you should read the relevant Financial Services Guide and Product
Disclosure Statement available from IAM Group https://www.incomeam.com and seek independent and specific advice from an appropriately
qualified professional. IAM Group 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.
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