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W hile direct listing of bonds on 
ASX may be the traditional 
route for attracting investor 

debt funding, this may not suit all issuers. 
The good news is companies in the 
S&P/ASX 200 index now have another 
option. Primary XTBs – exchange-traded 
bond units – received ASIC regulatory 
clearance earlier this year and can 
assist with debt capital formation. 

An XTB issue provides the opportunity 
to issue to retail investors, at a lower 
cost and without the complexity of a 
traditional retail bond issuance.

XTBs offer companies a way to  
raise debt funding from retail  
investors via an ASX-traded product.  
With an XTB, new debt capital is raised,  
but the company doesn’t issue  
bonds directly to end-investors or  
issue the prospectus needed for an 
ASX listing. Instead, the bonds are 
issued under a wholesale offering 
to the XTB issuer, which in turn 
offers XTBs to investors on ASX.

New capital raising solution
XTBs have been available for five years 
over seasoned, investment-grade 
bonds. They’ve covered 66 senior bonds 
from 30 different companies via 66 
individual XTBs, each with a unique 
ASX ticker. More than $800 million has 
been traded through XTBs, with ASX 
market makers sourcing existing bonds 
from the wholesale bond market.

During this time XTBs have proved 
their operational effectiveness, investor 
awareness, education and protection. ASIC’s 
recent approval permits XTBs to be issued 
alongside a new bond issuance known as 
primary XTBs. This transforms the solution 
from a novel secondary trading product to 
a capital raising solution for corporates.

More gain, less pain
From a company’s perspective, the 
issue of an XTB providing exposure to 
the wholesale bond is not an issue of 
bonds to retail investors. The company 
does not have any relationship with 
XTB investors, nor any administrative 
requirements in respect of the XTB. 
Issuers do not need to produce a retail 
prospectus for the underlying bonds.

Instead, the XTBs are issued by an 
ASX-traded trust. The trust is a registered 
managed investment scheme, like 
most managed funds and ETF trusts. 
The trust is a wholesale investor in 
the bonds under the Corporations Act, 
with bonds issued to it under typical 
wholesale-only documentation.

An ETF by any other name
XTBs are conceptually and structurally 
similar to a single-bond exchange-traded 
fund (ETF). Rather than tracking an index, 
they exist solely to provide access to returns 
close to those of an otherwise wholesale-
only bond. Unlike ETFs, the XTB matures 
when its underlying bond matures.

From a retail investor’s perspective, 
the XTB’s face value is repaid at maturity 
and coupons are paid as they’re received. 
The experience closely aligns to an 
investor in the actual bond, with the 
added benefit of being ASX-traded.

 
Broadening the bond investor base
The ASX-traded XTB trust owns the 
bonds from issue to maturity and retail 
investors trade XTB units on ASX in 
$100 lots. This makes access to bond 
returns available to the widest possible 
audience with investors trading XTBs in 
the same way they buy and sell shares. 

Zero issuer cost 
There are no XTB costs to the bond issuer. 
The XTB fees of 0.4 per cent a year are 
incorporated into the issue and ongoing 
XTB prices on ASX – a bond issue at 5.5 
per cent becomes an XTB issue at 5.1 per 
cent. As with any fund or ETF, the fee 
covers all ongoing expenses of running 
the XTB incurred by the manager. 

A pilot test of primary XTBs 
occurred late last year on a 10-year 
Qantas bond issue. The bonds were 
issued under wholesale documentation 
in a regular wholesale transaction. 
The XTB trust, in turn, received an 
allocation of bonds and XTBs were 
issued to retail and SMSF investors. 

Filip Kidon, Qantas capital 
markets treasurer, said, “there is broad 
acknowledgement Australian investors 
are overweight in equities. So to open 
up a new pool of investors in the 
primary bond market is significant, 
as is the opportunity for issuers to 
diversify their debt investor base.”

Next steps
For index entities, any portion of your 
wholesale bond program can now become 
accessible to retail and SMSF investors. 
The team at XTB will work with banks 
and other intermediaries to run the XTB 
offer to their retail investor channels, 
either in parallel with, or subsequent 
to, a wholesale bond issue. All major 
banks and brokers are aware of this new 
mechanism; in fact, many supported the 
ASIC regulatory clearance process.
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