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Downer Group Finance Pty Ltd 
This security is available for Retail and Wholesale Clients  

Disclaimer 

This bond or financial product has not been reviewed or recommended by FIIG 
research nor should this document be considered as credit research. This Factsheet is 
only a summary document, designed to assist Investors identify the key elements of 
the company bond or financial product referred to in this document and should be 
read in conjunction with the other offering documentation available in relation to the 
financial products. This Factsheet is not complete information concerning any 
financial product and should not be relied on as such.  

Issuer Outline 

The Issuer is a wholly-owned subsidiary of Downer EDI Limited (Downer, Company). 
Downer is an ASX-listed engineering and services firm providing engineering solutions 
across a number of sectors to clients throughout the Asia-Pacific region, with a market 
capitalisation of AUD2.9bn as at 21 September 2020. Downer is an ASX 100 company 
that also owns Spotless Group Holdings Limited (SPO). 

Downer is relatively well diversified by sector, across the mining sector as well as a 
range of other segments that places it well to participate in the country’s likely 
significant infrastructure investment over coming years. With a focus on larger 
infrastructure type projects, Downer concentrates on three core divisions: mining, 
infrastructure and rail. 

Downer employs approximately 56,000 people across more than 300 sites, primarily in 
Australia and New Zealand but also in the Asia-Pacific region, South America and 
Southern Africa. 
 

22 September 2020 

Security 
AUD500m 3.70% Apr 2026 

ISIN 
AU3CB0262673 

Currency 
AUD 

Type 
Senior unsecured 

 
 

Key Financials (AUDm) 

LTM (30 Jun) 2020 

Revenue 12,743 

EBITDA 539 

Net Interest Expense 112 

Total Assets 8,673 

Cash 589 

Debt 2,836 

Adj. Net Debt/EBITDAR 3.9x 

Interest cover 5.9x 

Source: Company reports, S&P Capital IQ 

Key Terms 

Coupon Type Fixed Amount Issued/Outstanding AUD500m/AUD500m 

Rate 3.70% Minimum Amount AUD10,000 

Frequency  Semi-annual Denomination AUD10,000 

Domicile Australia AU Withholding Tax Exempt Yes 

Key Dates 

Issue Date 29 April 2019 Maturity Date 29 April 2026 

Call Dates From 28 February 2026 @ 100.00  
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Strengths 

• The combined Downer group is the largest diversified-services group in Australia and New Zealand, which can offer end-to-
end service capabilities from design & construction to ongoing operations & maintenance. While Downer’s focus on this 
end-to-end service delivery was historically in the transport sector (but with continued success, including the operations of 
Yarra Trams in Melbourne and G Link trams on the Gold Coast), the acquisition of Spotless in 2017 has provided greater 
opportunities, in particular for social infrastructure PPP’s. 

 

• Downer's financial profile has improved after the Spotless acquisition in the financial year ended 30 June 2018. Further, 
Downer's Spotless acquisition has continued its portfolio transformation away from the cyclical mining and engineering, 
construction and maintenance sectors towards the infrastructure and civil sectors. The recent AUD400m equity raising in 
early FY21 has enabled Downer to lift their ownership of Spotless to 100% (which will unlock synergies not previously 
available when its ownership was marginally below 90%). Proceeds were also used to repay more than AUD250m of debt. 

• As at 30 June 2020, the Group had total liquidity of approximately AUD1.86bn, consisting of AUD1.127bn of undrawn 
facilities and AUD589m of cash available. Pro forma post equity raising, this increased to more than AUD2bn, with net debt 
to underlying EBITDA at about 1.4x and gearing below 30%. 

• On 20 April 2020, Downer announced it had extended the maturity dates of AUD130m of bilateral debt facilities that were 
due over the next 12 months to the 2022 and 2023 financial years. Following this, Downer has no debt maturing in FY20 or 
1H21 with the next maturity of AUD200m in 2H21 (which represents only 6% of Downer’s total debt portfolio).  

• Government-related revenue has increased as a proportion of Downer's total revenue base, as the Australian economy 
shifts away from the resources sector and the government prioritises infrastructure spending. It is expected that substantial 
government outsourcing will drive growth in social infrastructure opportunities across most Australian States in health, 
education and other government services. Fitch continues to expect government infrastructure spending to be the primary 
source of major new opportunities for Downer group over the medium term. 

• Given Downer’s operations are heavily weighted to government and critical infrastructure, demand for the Company’s 
services are expected to remain strong despite the current COVID-19 pandemic. Downer maintains a solid financial 
foundation and strong pipeline of ongoing work. Further, Downer is undertaking a number of cost reduction initiatives given 
the current environment.  

Risks 

• In FY20, Downer reported a significant fall in earnings in its Facilities segment, FY20 EBITA in this segment decreased by 39% 
yoy (~AUD66m), to AUD104m due to the significant impact of COVID-19 on its Hospitality business. Further, COVID-19 also 
reduced volumes in Downer’s Laundries business as elective surgery activities were restricted. Headwinds in this segment 
were partially offset by increased activity in Government contracts, including additional cleaning activities. 
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• Downer has earmarked a number of segments as non-core and is actively seeking to divest those. This includes in particular 
the Laundries business (which was part of the Spotless acquisition) which Downer has been trying to sell for many years. 
The prospects of a rapid transaction are relatively low, especially since the Australian Competition & Consumer Commission 
recently indicated competition concerns. The sale of Downer Mining has also been protracted, and was put on hold as a 
consequence of COVID-19 for what some indicate are material valuation differences between Downer and potential bidders. 
Long delays in the divestment of these segments will continue to be a distraction to management, at a time when part of 
the business have been impacted by COVID-19. 

• Fitch commented that additional large, debt-funded M&A may pressure Downer's rating at a time when it has little 
headroom within its negative rating guidelines. However, the rating agency does not expect significant M&A in the short 
term, as Downer remains focused on integrating Spotless and taking advantage of any opportunities the acquisition 
provides.  

• Being involved in general large and complex contracts (especially PPP contracts), Downer and its subsidiaries are evolved to 
elevated contractual & legal risks. Under traditional PPP contracts, equity and debt financiers seek to transfer significant 
risks to the contractors and operators. This risk transfer has led to significant losses in the past, including on the NSW 
Waratah train contract in New South Wales or the Royal Adelaide Hospital Contract in South Australia. 

Other risks  

• Call risk: A decision to call the bonds ahead of the maturity date depends on a number of factors, including the relative cost 
of entering new debt financing, the company’s liquidity position, and the availability and attractiveness of new funding 
opportunities at the call date.  

• Duration risk: n/a  

• Interest deferral/cancellation: n/a  

• Non-viability trigger: n/a  

Summary  

The Downer 3.70% senior unsecured notes maturing 29 April 2026 suits investors seeking a stable, moderate return from an 
investment grade Australian corporate. 
 

References 

• Downer Investors Relations website 
 

 

 

 

 

 

 

 

  

https://www.downergroup.com/investors


Downer Group Finance Pty Ltd 

The contents of this document are copyright. Other than under the Copyright Act 1968 (Cth), no part of it may be reproduced, distributed or provided to  
a third party without FIIG’s prior written permission other than to the recipient’s accountants, tax advisors and lawyers for the purpose of the recipient 
obtaining advice prior to making any investment decision. FIIG asserts all of its intellectual property rights in relation to this document and reserves its  
rights to prosecute for breaches of those rights. 

fiig.com.au 1800 01 01 81 
© 2020 FIIG Securities Limited   |   ABN 68 085 661 632   |   AFS Licence No. 224659   |   Downer Group Finance Pty Ltd Page 4 

 

 

 

 

 

 

 

 

 

The contents of this document are copyright. Other than under the Copyright Act 1968 (Cth), no part of it may be reproduced or distributed to a third party 
without FIIG’s prior written permission other than to the recipient’s accountants, tax advisors and lawyers for the purpose of the recipient obtaining advice 
prior to making any investment decision. FIIG asserts all of its intellectual property rights in relation to this document and reserves its rights to prosecute for 
breaches of those rights.  

Certain statements contained in the information may be statements of future expectations and other forward-looking statements. These statements 
involve subjective judgement and analysis and may be based on third party sources and are subject to significant known and unknown uncertainties, risks 
and contingencies outside the control of the company which may cause actual results to vary materially from those expressed or implied by these forward 
looking statements. Forward-looking statements contained in the information regarding past trends or activities should not be taken as a representation 
that such trends or activities will continue in the future. You should not place undue reliance on forward-looking statements, which speak only as of the 
date of this report. Opinions expressed are present opinions only and are subject to change without further notice.  

No representation or warranty is given as to the accuracy or completeness of the information contained herein. There is no obligation to update, modify or 
amend the information or to otherwise notify the recipient if information, opinion, projection, forward-looking statement, forecast or estimate set forth 
herein, changes or subsequently becomes inaccurate.  

FIIG shall not have any liability, contingent or otherwise, to any user of the information or to third parties, or any responsibility whatsoever, for the 
correctness, quality, accuracy, timeliness, pricing, reliability, performance or completeness of the information. In no event will FIIG be liable for any special, 
indirect, incidental or consequential damages which may be incurred or experienced on account of the user using information even if it has been advised of 
the possibility of such damages.  

FIIG provides general financial product advice only. As a result, this document, and any information or advice, has been provided by FIIG without taking 
account of your objectives, financial situation and needs. FIIG’s AFS Licence does not authorise it to give personal advice. Because of this, you should, before 
acting on any advice from FIIG, consider the appropriateness of the advice, having regard to your objectives, financial situation and needs. If this document, 
or any advice, relates to the acquisition, or possible acquisition, of a particular financial product, you should obtain a product disclosure statement relating 
to the product and consider the statement before making any decision about whether to acquire the product. Neither FIIG, nor any of its directors, 
authorised representatives, employees, or agents, makes any representation or warranty as to the reliability, accuracy, or completeness, of this document 
or any advice. Nor do they accept any liability or responsibility arising in any way (including negligence) for errors in, or omissions from, this document or 
advice. 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). FIIG 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. FIIG does not make a market in the securities or 
products that may be referred to in this document. A copy of FIIG’s current Financial Services Guide is available at www.fiig.com.au/fsg.  

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 described on any communication from FIIG is not a reliable 
indication of future performance. Forecasts contained in this document are predictive in character and based on assumptions such as a 2.5% p.a. assumed 
rate of inflation, foreign exchange rates or forward interest rate curves 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. FIIG is not licensed 
to provide foreign exchange hedging or deal in foreign exchange contracts services. The information in this document is strictly confidential. If you are not 
the intended recipient of the information contained in this document, you may not disclose or use the information in any way. No liability is accepted for 
any unauthorised use of the information. 
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