
  

© Australia Ratings (AFSL 346138 )    www.australiaratings.com  
    

ASX Research Scheme 

Bendigo and Adelaide Bank Convertible Preference Shares 4 (ASX: BENPG) 
Maturity: Perpetual   Coupon: 90-day bank bill rate +3.75% 

Issue size: $321.6 million   ASX Descriptor: CNV PREF 3-BBSW+3.75% PERP NON-CUM RED T-06-24 

Issue size:  $xxxm 

 

 

 

 

 

 

 

 

Key Terms of the Debt Security 

 The Bendigo and Adelaide Bank Convertible Preference Shares 

4 (BENPG) are perpetual, non-cumulative, redeemable and 

convertible. 

 Dividends are expected to be fully franked and are payable at 

the discretion of directors and subject to APRA’s approval. 

 BENPG may be redeemed subject to approval by APRA on 13 

June 2024 or may be converted into ordinary shares, subject to 

conversion conditions being met. 

 Mandatory conversion is scheduled for 15 June 2026, subject to 

conversion conditions being met.  

 In both cases, conversion conditions can be retested on 

subsequent dividend payment dates, if not met initially. 

 Capital event and non-viability triggers require mandatory 

conversion, with BENPG holders exposed to potential capital 

loss. 

 If conversion cannot occur in these circumstances, the BENPG 

will be written-off.  

 If a winding-up of Bendigo and Adelaide Bank (BEN) 

subsequently occurs, BENPG holders will rank alongside equity 

holders, as if conversion had occurred.  

 BENPG qualify as Additional Tier 1 capital. 

Creditworthiness of Security Issuer 

BEN is one of Australia’s larger regional bank groups. Its main 

business activity is raising funds through customer deposits and 

wholesale funding markets and undertaking retail, business and rural 

lending. The bank maintains three main business divisions: Local 

Connection – retail and business banking; Partner Connection –the 

third party banking, wealth and leveraged businesses; and 

Agribusiness – specialised agribusiness lending.   

Financial year (fiscal) 2017 is again described as being another 

challenging year, characterised by intense competition and pressure 

on interest margins, particularly in the first half. Nevertheless, the 

bank enjoyed above system residential lending growth of 8.7% 

(system growth – 6.8%) but commercial lending growth at 3.5% was 

below system growth of 6.4%. Total assets grew by $2.8 billion as 

residential, business and rural lending volumes increased and total 

liabilities increased by $2.5 billion (mostly deposits). Retail deposits 

account for 80.2% of the bank’s funding (2016: 79.6%). 

While new prudential caps on residential investor and interest only 

lending curtailed growth in the second half of the year, net interest 

margin improved by 8bps over the same period to 2.26%. However, 

year on year, net interest margin was flat at 2.22%.   

Arrears experience was largely unchanged over the year, being at 

historically low levels. But the charge for bad and doubtful debts 

increased by 62.8%, due to specific provisioning for some business 

exposures and exposures in the Great Southern portfolio.  Reserves 

however, declined from $325.6 million to $282.5 million as some 

large, long standing exposures were settled. Total impaired loans to 

gross loans has fallen to 0.46% from 0.61% and are fully covered by 

provisions, compared with 93% coverage a year earlier. The bank 

holds security for 98.4% of its loans. 

Expenses were held steady over the year, allowing the cost to 

income ratio to fall to 56.1%, from 58.1%. At year end, BEN’s liquidity 

coverage ratio stood at 122% and the net stable funding ratio was at 

110%.   

BEN expects to be able to meet APRA’s new unquestionably strong 

capital targets within the required time frame without needing to raise 

new capital other than through dividend reinvestment. The total 

capital ratio at year end was 12.46% and the Tier 1 capital ratio was 

10.49%. BEN is continuing to work towards Advanced Accreditation 

for determining risk weightings but acknowledges that expected 

announcements from APRA on the setting of risk weightings later this 

year, may change the situation.     

Statutory net profit after tax (NPAT) increased by 3.4% to reach 

$429.6 million, generating a return on average ordinary equity of 

8.32%.    

Credit Strengths 

 Capitalisation and asset quality are solid. 

 Funding and liquidity are sound. 

 Only 1.6% of the loan portfolio is unsecured. 

 BEN is working towards advance accreditation under Basel II. 

Credit Risks 

 Profitability is modest. 

 Limited price setting power exposes BEN to price pressure on 

loans and deposits. 

 Organic growth prospects are modest. 

Key Financial Statistics 

As at June 30, 2017  

Asset quality 
Loan loss reserves / Gross loans  - % 

0.36 

Liquidity 
Liquid assets / Total deposits and other debt - % 

6.73 

Leverage 
Total Assets / Shareholders’ funds – times (x) 

13.16 

Profitability 
Net Profit After Tax /Shareholders’ funds - % 

7.92 

Source: Bendigo and Adelaide Bank 2017 Annual Report  

Credit Rating  

The ‘A-’ rating reflects the high credit quality of the issuer. 

Combined with the Product Complexity Indicator, the 

Convertible Preference Shares 4 (CPS 4) are rated  

‘A-/RED’. 

 

Product Complexity 

The ‘RED’ Product Complexity Indicator assigned to the CPS 4 

indicates a very complex financial product being perpetual with non-

cumulative deferrable coupons and possible conversion to equity or 

write-off. 

 Date:  01/02 /2018 
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Credit Rating Scale 

This Credit Rating Research Report is based on publicly available 

information only and did not involve any meeting or engagement with 

the issuer. 

The Australia Ratings credit rating is an opinion about the 

creditworthiness of a specific debt security. It takes into account the 

creditworthiness of the organisation and any guarantees or other 

forms of credit enhancement on the obligation.  

Australia Ratings defines creditworthiness as the probability of 

default of an issuer on its obligations in relation to a particular 

security. It is not a recommendation to buy, sell or hold a particular 

security. 

 

 

Product Complexity Indicator

Disclaimer 

This report was prepared solely by Australia Ratings Pty Ltd. ASX did 

not prepare any part of the report and has not contributed in any way 

to its content. The role of ASX in relation to the preparation of the 

research reports is limited to funding their preparation, by Australia 

Ratings Pty Ltd in accordance with the ASX Debt & Hybrid Research 

Scheme.  

ASX does not provide financial product advice. The views expressed 

in this research report may not necessarily reflect the views of ASX. 

To the maximum extent permitted by law, no representation, 

warranty or undertaking, express or implied, is made and no 

responsibility or liability is accepted by ASX as to the adequacy, 

accuracy, completeness or reasonableness of the research reports. 

Australia Ratings has made every effort to ensure the reliability of the 

views and rating expressed in this report and those published on its 

websites. Australia Ratings research is based upon information 

known to us or which was obtained from sources which we believed 

to be reliable and accurate at time of publication. This report has 

been prepared on publicly available information and the rating is a 

point in time assessment as of the report date.  The report will be 

reviewed after the release of the next annual accounts. 

This report is prepared for general information only, and as such, 

individual circumstances have not been taken into consideration. 

Individuals should therefore discuss, with their financial planner or 

advisor, the merits of each rating for their own specific circumstances 

and realise that not all investments will be appropriate for all 

subscribers.  

To the extent permitted by law, Australia Ratings and its employees, 

agents and authorised representatives exclude all liability for any loss 

or damage (including indirect, special or consequential loss or 

damage) arising from the use of, or reliance on, any information 

within the report whether or not caused by any negligent act or 

omission. If the law prohibits the exclusion of such liability, Australia 

Ratings hereby limits its liability, to the extent permitted by law, to the 

resupply of the said information. 

Copyright 

Australia Ratings has licensed the rating and product complexity 

indicator to the ASX. No part of this report may be reproduced or 

republished, in any form or by any means, including electronic or 

mechanical methods, without the prior written permission of Australia 

Ratings. Organisations and individuals wishing to do so should 

contact Australia Ratings to discuss appropriate licensing of the 

material. 

Financial Services Guide 

The Financial Services Guide provides information about Australia 

Ratings to help you decide whether to use the services it offers. For 

more information about the Financial Services Guide, visit our 

website.  

Contact Information 

E-mail: info@australiaratings.com 

A Product Complexity Indicator is a colour coded indicator to help 

differentiate debt securities which may have similar credit attributes. 

It helps highlight complexity in the terms and conditions of a 

security that could rise to unanticipated variability or change in the 

returns from the investment. 

Credit Rating & Product Complexity Methodology 

Australia Ratings methodology for its research as part of the ASX 

Research Scheme can be downloaded from its website.  

http://www.australiaratings.com/
http://www.australiaratings.com/fsg
mailto:info@australiaratings.com

