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2017 has started the way 2016 finished, signaling a strong 
year for M&A in Australia. In spite of a 4% decline in global 
M&A volume in 2016, Australian dealmaking remained strong 
with a flourish of activity in the last quarter, resulting in total 
Australian M&A volume closing the year 12% higher.

Despite the strong Australian market overall, Australia’s mid-
market saw a 17% decline in 2016 deal volume on the prior year. 
That said, the year finished strongly with a flurry of activity and 
solid pipelines heading into 2017. The upswing is expected to 
continue well into the year. Deal volumes in the first half of the 

Figure 1: M&A in Australia
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year are expected to be up by 30%-40% when compared  
to the same period in the previous year. While this magnitude  
of increase may not transpire through to the end of the year,  
it is still anticipated that 2017 will finish well ahead of 2016,  
by more than 20%.

Australia is still seen as a positive environment for domestic 
and offshore buyers who are being driven by different reasons 
to deal, with Australia’s climate of low interest rates,  
low inflation and a competitive currency (relative to other 
global currencies).
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Global
down 4%

Australia
up 12%

Australia's
mid-market

down 17%

Leisure, consumer and other services-based sectors are expected 
to continue to dominate Australia’s mid-market M&A landscape 
throughout 2017. This is on the back of 2016’s showing, which 
saw the services-based industries rank among the top target 
sectors by volume, with the leisure sector topping the charts. 
At the other end of the scale, the pharma, medical and biotech 
sector is expected to rally and strengthen in 2017, following  
a lacklustre performance in 2016.

It is expected M&A across the globe will continue to be strong, 
with Asia-Pacific being the dominant player and Australia being 
the strongest market in the region.

Deal drivers
Australia continues to hold its reputation for being a safe haven 
for long-term investments and as a reliable springboard into the 
rest of the Asia-Pacific region. 

With relatively low debt levels and its GDP growing at a stable 
rate of approximately 3% per annum, Australia attracts investors 
by its inherent economic maturity, rule of law, robust equity 
markets and wealth of quality resource assets. 

For M&A in particular, Australia is one of the countries with 
the fewest corporate deal leaks (just 3% in 2015) of sensitive 
information, owing to strict enforcement by the Australian 
Securities and Investments Commission (ASIC). 

We are seeing a shift in people’s 
decision-making around exiting 
their businesses, to realising their 
investments. And while the world now 
works in much shorter cycles, it is harder 
to forecast with any certainty what 
the market will look like in 12 months. 
However, we can say we would expect  
to see a 20% increase in activity in terms 
of volume by the end of the year.

2016 M&A volumes at a glance
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That being said, deal activity in the first half of 2016 was 
conservative compared to the second half, due in part to  
a general mood of political uncertainty in the country, prior  
to its federal election in July 2016.

International events have also influenced investors’ 
appetites for dealmaking. In the United States, dealmakers 
who had adopted a wait-and-see stance in the run-up to 
the presidential election are now finding the political and 
economic climate more mercurial than ever, with some  
of President Donald Trump’s executive orders threatening  
to jeopardise international trade.

On a positive note, there is some speculation by investors 
that given Trump’s focus on infrastructure spending and talk 
of lower tax rates, there may be a resultant increase in deal 
activity which, in turn, may present opportunities for savvy 
Australian investors.

In the United Kingdom and Europe, the ongoing Brexit 
negotiations and the resurgence of the Greek debt drama  
are dampening investor confidence, which may spur 
investors to set their sights on Australia as a more stable 
investment destination. 

In the Asia-Pacific region, China’s continued braking on 
economic growth has begun settling into the more tempered 
cadence of a “new normal”, which is expected to play a part 
in rejuvenating regional growth as the economic behemoth 
continues to seek out the technology, know-how and talent 
needed in the transformation of its economy.

In Australia, large cap transactions took up a 12% share in  
deal volume terms in 2016, down from 17% in 2015, with  
a reduction in mid-market deals and an increase in small  
cap deals, from 10% to 22%. 

The median deal value of all mid-market M&A deals across 
Australia was AU$30m in 2016. When taking all deals with 
disclosed values into account, the median decreased to 
AU$24m due to the significant volume of small cap deals.

In Australia, large cap transactions took up a 12% share  
in deal volume terms in 2016, down from 17% in 2015,  
with a reduction in mid-market deals and an increase  
in small cap deals, from 10% to 22%.

Political uncertainty and elections 
always slow M&A activity and 2016  
was no exception. Over the past 10 years, 
Australia has had a propensity to change 
prime ministers almost as regularly  
as the Earth orbits the sun. So with our 
constitutional need for another election 
now not being until late 2019, our only 
wish for 2017 is that the coalition  
works as a team to advance Australia 
and not bring about another change  
to our national leadership, stabilising 
our political standing.

For the third consecutive year, Pitcher Partners has teamed 
up with Mergermarket to analyse M&A trends in Australia’s 
mid-market. We examine opportunity sectors, deal drivers 
and trading partners that have provided impetus to activity 
over the past year, and that we expect will play a role in 
influencing dealmaking in the year ahead. This year, we look 
at comparisons of mid-market M&A against the performance 
of the wider market in sectors showing the most activity. We 
also revisit the observations and predictions made in our 2016 
report, tracing the changes and continuity we are seeing in the 
Australian mid-market today.
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Figure 2: Australia M&A deal size breakdown 2015-2016 (percentage of total volume)*

Figure 3: Australia M&A deal size breakdown 2016 (percentage of total volume)*

Small cap  <AU$10m  

Mid-market  AU$10m-AU$49m 
  AU$50m-AU$150m 
  AU$151m-AU$250m

Large cap  >AU$250m

Small cap  <AU$10m  

Mid-market  AU$10m-AU$49m 
  AU$50m-AU$150m 
  AU$151m-AU$250m

Large cap  >AU$250m

*Out of deals with disclosed values.

*Out of deals with disclosed values.
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As Australia’s economy continues to transition, mid-market 
acquisitions enable buyers to achieve inorganic growth 
where organic growth is slow to transpire. Australian 
corporates target mid-market businesses to add value, 
particularly those that have established a favourable track 
record without having grown too large to handle.

In general, operationally-efficient mid-market businesses 
lend themselves well to bolt-on acquisitions that enable 
the buyer to gain access to new markets and consumer 
bases without having to build them from scratch, as well 
as achieve economies of scale. In terms of size, be it by 
valuation or operational capacity, mid-market companies 
often represent value buys that are less susceptible to the 
valuation inflation that often dogs start-ups in hot sectors 
or bulge bracket companies, bringing synergies to the 
corporate’s own business.

In comparison to start-ups and small caps, mid-market 
firms tend to occupy a more observable market position 
from which the sustainability and stability of their business 
models can be simulated and projected, while retaining 
enough flexibility and drive to execute game-changing 
business moves like disruptive innovation. All in all, mid-
market acquisitions offer a shorter route towards increasing 
adaptability, agility and mobility in the vicissitudes of 
today’s corporate climate.

The sale-readiness of a mid-market target has 
and will always be key to deal success, enabling target 
businesses to be able to sell at the time and price point  
at which they wish to sell, rather than being pushed  
into accepting cut-price offers owing to their own lack  
of preparation.
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88% of M&A deals in Australia were under AU$250m in 2016.
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Figure 4: Mid-market M&A in Australia
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2016 was a year of moderate uncertainty and turbulence 
for Australia. Politically, domestic investors hung on to a 
somewhat speculative mood in the run-up to the July federal 
election, which saw Prime Minister Malcolm Turnbull return 
to office with a lower margin than he had hoped for when 
calling the double dissolution election. In Victoria, the East 
West Link debacle gave rise to tensions between Victoria 
and the federal government and raised concerns as to how 
foreign investors would perceive sovereign risk.

Unsurprisingly, leisure was the top sector for mid-market 
M&A in the tourist heavy states of New South Wales and 
Queensland, while the energy, mining and utilities (EMU) 
sector took top spot for the Northern Territory, Western 
Australia and South Australia.

In Western Australia, the result of the state election in  
March 2017 has called into question the fate of infrastructure 
investment, including transactions involving the privatisation 
of state-owned entities like Western Power and Horizon 
Power, some of which the Labour Party is opposed to.

In 2017, consumer and business services are expected to 
increase in activity, building on their strong performances 
along the Eastern Seaboard states of Victoria, South Australia 
and New South Wales. Victoria will continue to reign supreme 
for the business services sector, along with the Australian 
Capital Territory.

Other services-based industries expected to strengthen  
or emerge as hot contenders in 2017 are those responding  
to industry transformations or requiring innovation, such  
as the healthcare, consumer and fintech industries.

State-by-state mid-market analysis

It is becoming 
increasingly difficult for 
the larger corporates 
to deliver the returns 
shareholders expect, 
but a sure-fire strategy 
is to identify growth 
opportunities through 
M&A activity – and mid-
market firms are ripe for 
the picking. But we saw 
a number of deals fail 
last year because proper 
due diligence procedures 
were not in place. This 
is creating a much more 
cautionary environment 
for dealmaking.

33%  of Australian mid-market deals in 2016 targeted  
New South Wales.
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State-by-state mid-market analysis

Figure 5: Median mid-market deals by state/territory 2016

Announced 
date

Target state/
territory

Target company Target sector Bidder company Bidder 
country

 Deal 
value 

(AU$m) 

10-Nov New South Wales Eco-Farms Pty Ltd Services (other) Wattle Hill RHC 
Funds

Australia  $31 

21-Jan Victoria Kloud Solutions Pty Ltd Computer software Telstra Corporation 
Ltd

Australia  $40 

19-Jan Queensland West-Star Motors; Toowoomba 
Holden & HSV

Consumer: Retail A.P. Eagers Ltd Australia  $30 

08-Apr Western Australia Mareterram Ltd (40.05% stake) Agriculture Sea Harvest 
Corporation  
(Pty) Ltd

South Africa  $23 

18-Nov South Australia Coonawarra Fresh Produce Pty 
Ltd

Agriculture MBA Family Pty Ltd Australia  $17 

09-Aug Australian Capital 
Territory

Southern Cross Computer 
Systems Pty Ltd

Computer services A consortium led  
by John Hanna  
and Matt McGuire

Australia  $10 

19-Oct Northern Territory Reward Zinc-Lead Project in the 
Northern Territory

Mining Teck Cominco 
Australia Pty Ltd

Australia  $21 

11-Oct Tasmania Vestal Consumer: Other Zip Industries Australia  $10

 
We expect structural changes in industries and sectors that require 

innovation and technology to remain competitive will underpin much of the 
dealmaking environment in 2017. But it will be imperative that dealmakers 
prepare to meet challenges posed by political upheaval and the        
shifting dynamics of the world economies.
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Sectors in focus

Over the past few years, Australia has made large strides 
in its progress towards becoming a services-based 
economy. Today, according to the Treasury of the Australian 
Government, services industries contribute more than 56% 
(AU$900bn) to Australia’s AU$1.6tn economy. Roughly 9.5 
million (80%) of employed Australians work in services 
industries and services exports make up approximately  
one-fifth of Australian exports. 

This trend is evidenced by the leisure sector being the 
top mid-market target sector in the country for 2016, 
contributing to 17% of total mid-market deal volume  
(up 2% on 2015). Business services, which came in third, 
maintained its strong levels of deal activity at 12% of total 
mid-market volume.

Nonetheless, Australia’s resource industries have by no 
means been relinquished and relegated to the past of  
the country’s decade-long mining boom. Far from that,  
the EMU sector remains a core driver of Australia’s economy, 
bolstering the country’s efforts in economic diversification 
while undergoing transformation within its own sector. 

The sector was ranked a close second in mid-market deal 
activity for 2016, coming in at less than 1% behind leisure 
in both deal volume and value. In tandem with heightening 
environmental conservation efforts and Australia’s push 
for innovation, the EMU sector is honing its focus on 
clean and renewable energy, while using more innovative 
and technology-driven methods in the exploration and 
harnessing of traditional energy.
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Figure 7: Mid-market target sectors 2016

 
Two emerging industries for 2017, 

which have been on the peripheral, are 
healthcare and fintech. While both have 
yet to hit their strides in terms of 
dealmaking, we expect the optimism and 
consumer confidence transpiring, due to 
low interest rates making debt cheap and 
more readily available, will be the impetus 
they need to spur them to action.

 Deal volume  Deal value
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Sectors in focus

Figure 8: Mid-market M&A in Australia by sectors (deal volume)
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Leisure
In 2016, the leisure sector edged past traditional favourite 
EMU to become the year’s top target sector in Australia’s 
mid-market as its decrease in deals was less than other 
sectors. With 55 announced deals worth AU$2.6bn, leisure 
accounted for 17% of the total volume of mid-market deals 
(same as EMU). This represents a 10% dip from 2015’s 
61 deals in the context of a more cautious dealmaking 
environment in 2016, but nonetheless registers an increase 
in the sector’s share of total mid-market deals.

This is an initial marker of the country’s progress in its shift 
towards a services-led economy. More significantly, mid-
market deals are driving activity in the sector, with mid-
market volumes making up almost three-quarters (70%)  
of the sector’s 2016 M&A activity. As expected, leisure was 
the top mid-market sector by volume in New South Wales 
and Queensland, which are strong tourist inlets.

With more than half the sector’s mid-market deals coming 
from hotel and resort acquisitions, the fragmented 
accommodation sub-sector is by far the most active in  
a surge of industry consolidation. The sub-sector is 
expected to see continued interest from Chinese and 
Japanese investors, who are looking to profit from Tourism 

Research Australia’s forecast of Chinese visitor arrivals 
doubling to two million by 2024-25. In an illustration  
of Chinese interest, a China-based bidder completed  
the acquisition of The Retreat at Wisemans, a New 
South Wales based resort comprising a 55-room hotel, 
development land, a conference centre and a golf course, 
for approximately AU$10m in April 2016. 

In the tourism industry, leisure travel to “Destination 
Australia” continued on an upward trajectory, with leisure 
arrivals increasing 15% over a twelve-month period ending 
November 2016, according to the Australian Bureau of 
Statistics. As the country continues developing its business 
services and financial services sectors, business travel to 
Australia is also expected to rise in the months ahead. 

To expand its network, achieve economies of scale 
and enable the cross-promotion of products, Sydney-
headquartered listed travel business Helloworld Limited 
completed the AU$14m acquisition of a 50% stake in 
Brisbane-headquartered travel consultancy Mobile Travel 
Holdings Pty Ltd in December 2016. Likewise, Brisbane-
headquartered Flight Centre Travel Group Limited acquired  
a 49% stake in Ignite Travel Group in September 2016.

Figure 9: Leisure M&A 2016
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In general, the leisure sector continues to be disrupted with 
technology. In February 2017, AccorHotels announced it 
had begun exclusive negotiations for the 100% acquisition 
of Travel Keys, in a move to beef up its service offerings and 
compete against online booking platform provider Airbnb. 
Meanwhile, Hong Kong-based investment firms have agreed 
to acquire Zuji businesses in Hong Kong and Singapore from 
Australia-based Webjet Limited for AU$56m.

As awareness for environmental conservation heightens 
with the Paris Agreement for climate change, one nascent 
trend to watch may be ecotourism and agritourism (or food 
tourism). Agritourism, in particular, opens opportunities 
for cross-sector partnerships. It puts a selling point on the 
notions of authenticity, origins and roots, potentially adding 
fresh appeal to the tourism industry while adding another 
layer of value to agriculture businesses via farm-stays and 
winery tours.
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Figure 10: Leisure mid-market M&A

We expect to see continued 
interest from offshore investors eager 
to capitalise on Australia’s burgeoning 
tourism industry, which will result in 
continuing deal activity in the hotel and 
resort industries. Elsewhere in the leisure 
sector, the fitness and wellbeing industries 
were popular, as evidenced by Quadrant’s 
acquisition of Fitness First, Jets and Good 
Life. Meanwhile, Quadrant is reportedly 
continuing to look for further expansion 
opportunities in the sub-sector. Their  
lead is also likely to prompt others to 
consider the wellbeing industry.

 Deal volume  Deal value
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Business services
The third most-targeted sector in Australia’s mid-market 
was business services in 2016, with 38 announced deals, 
contributing to 12% of mid-market volume and 12% of value. 
This marks a 22% drop from 2015’s 49 deals. Nonetheless,  
mid-market volumes still make up 64% of the sector’s activity.

One developing trend is the increasing need for technology-
driven solutions that enable clients to stay on top of their game. 
In April 2016, Melbourne IT Limited, in the business of domain 
name registrations and online business solutions, completed  
an AU$15m acquisition of Melbourne-headquartered InfoReady 
Pty Ltd, a data and analytics provider for the enterprise and 
government markets. This was motivated by Melbourne IT’s 
aim to transform into a leading provider of digital solutions, 
complementing its cloud, mobile and security capabilities  
to deliver a comprehensive value proposition to the market.

In reflection of foreign interest, US-based private equity firm 
Housatonic Partners announced its AU$70m acquisition of  
a majority stake in the Australian records management business 
of Iron Mountain Incorporated. In April 2016, to enhance its 
presence in Australia, US-based Global Payments Inc completed 
its acquisition of Australia-based Web Active Corporation Pty 
Ltd, provider of e-commerce payment gateway services.

The legal sub-sector is also seeing increased M&A activity due 
to growing demand for niche or specialised advisory services. 
Sydney-headquartered Xenith IP Group Limited announced 
its AU$19.5m acquisition of Melbourne-headquartered 
Watermark Intellectual Asset Management in August 2016. 
With an aim of becoming a leading intellectual property (IP) 
services provider in Asia-Pacific, the acquisition is intended to 
help Xenith extend its geographical reach across Australia and 
New Zealand, as well as its service offerings in IP commercial, 
litigation and dispute resolution services, R&D tax incentives, 
IP valuation and competitive business intelligence analytics. 
In February 2017, Xenith IP went on to complete an AU$172m 
acquisition of Melbourne-headquartered Griffith Hack, a law 
firm specialising in patents, trademarks and IP.

Likewise, Sydney-headquartered IPH Limited, highlighted in  
our 2016 report for their acquisition of Pizzeys Patent and Trade 
Mark Attorneys Pty Ltd, continued its expansionary trail with 
its AU$43m announced acquisition of Cullens Patent and Trade 
Mark Attorneys in May 2016.

The healthcare mid-market M&A environment is also expected 
to strengthen in 2017 as affordability concerns and regulatory 
changes start to make an impact.

Figure 11: Business services M&A 2016
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Figure 12: Business services mid-market M&A
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We have typically seen a lot of activity in the IT services industry, but that is decreasing with  

only a couple of deals reported in 2016 and a noticeable absence of activity from the major groups.  
We continue to see significant activity in the child care and before-and-after care space, including:

• G8 Education, which is raising more than AU$200m to fund its acquisitions
• Only About Children, which was bought out by Bain Capital along with Camp Australia
• Guardian Early Learning, which was acquired by Partners Group
• Sparrow Early Learning, which was bought with Asian funds
• The IPO of Mayfield Childcare

Consolidation of the business services sector has been driven by synergies brought about by shared 
customer bases, centralised and shared cost centres and the like, which is transpiring into healthy  
prices being paid for these businesses.
 
We also expect to see ongoing interest from Japan in the business services sector, and Europe will 
become a major player in coming years as domestic opportunities dry up, forcing them to look offshore 
for growth and expansion opportunities. 
 
Property is another active area for business services dealmaking. For example, Opteon merged its 
individual offices into a corporate structure so that they are in a position to acquire companies –  
a strategy they have publicly stated they are actively pursuing.

 Deal volume  Deal value 
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Technology, media and telecommunications
While making waves in most other sectors in the market,  
the technology, media and telecommunications (TMT) sector 
closed the year with 34 announced deals, accounting for 10% 
of Australia’s total mid-market volume. This marks a 21% 
drop from 2015’s 43 deals. More significantly, the sector is 
one of the most mid-market dominant, with mid-market deal 
volumes contributing to 71% of the sector’s activity. 

The trendsetting influence of emerging technologies is evident 
in the proliferation of mobile apps in the restaurant industry. 
Restaurant businesses are both benefitting from, and in 
competition with, food delivery app businesses, which partner 
with them to bring their products to the customer’s doorstep, 
expanding the customer base of restaurants and changing  
the operational logistics of the industry. At the same time, food 
delivery apps revolutionise dining habits and culture, drawing 
a portion of customers away from brick-and-mortar restaurant 
establishments. In July 2016, UberEATS launched in Sydney, 
joining the ranks of Foodora, MenuLog and Deliveroo. 

Mobile applications for artificial intelligence (AI) and machine 
learning appear likely to catch on as the next megatrend. As 
a possible early sign of this trend in March 2016, Singapore-
based V S International Venture Pte Ltd agreed to acquire a 12% 

stake in Seeing Machines Limited, a Canberra-headquartered 
company developing computer vision processing technologies 
which allow machines to see and track human faces and 
moving objects. 

Other technology developments include the continued 
mainstreaming of cloud applications and software-
as-a-service (SaaS.) In February 2016, Australia-based 
telecommunications and information services provider 
Telstra Corporation Limited acquired Australia-based Kloud 
Solutions Pty Ltd, a provider of professional and managed 
cloud computing services. Telstra has said it will also seek 
health-related technologies that demonstrate synergies with 
their telecommunications business to capitalise on e-health 
trends, having already completed three to four deals.

In November 2016, illustrative of foreign interest in the 
sector, US-based Motorola Solutions Inc completed its 
AU$23m acquisition of Australia-based Gridstone Pty Ltd, 
a mobile app company developing mobility solutions for 
public safety agencies, governments and enterprises,  
as part of Motorola’s vision to deliver smart public safety 
solutions via its Next Generation Mobile Intelligence 
(NGMI) architecture.

Figure 13: Technology, media and telecommunications M&A 2016
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Non-technology companies that 
can leverage digital innovation to gain 
a competitive advantage are becoming 
increasingly active as they look to M&A  
as a quick and more viable means to  
access revolutionary platforms, models  
and delivery systems.

We are also seeing a lot more activity 
from signage media such as APN Media, 
QMS and oOh! In essence, companies 
seeking to improve efficiencies will 
drive dealmaking in the TMT sector.

As new and emerging technologies find applications at 
breakneck speed, they continuously bring into existence new 
room for cyber-crime. For instance, the Internet of Things is 
entering adolescence, upping the potential for security breaches, 
such as Distributed Denial of Service (DDoS) attacks. In the wake 
of high-profile information leaks and hacking events, it has 
become imperative to navigate the uncharted waters of cyber-
risk by investing in cyber security technologies, knowledge and 
applications. Companies offering state-of-the-art cyber security 
solutions are likely to be hot targets for acquisition, especially 
attractive to private equity funds investing in the industry. In 
December 2016, the Australian government launched a Cyber 
Security Growth Centre, pledging AU$30m through to 2019-
20 to facilitate developments in cyber security, as part of the 
country’s AU$1.1bn National Science and Innovation Agenda.

Other TMT developments include quantum computing, with 
its telecommunications and flow-on effects into Asia through 
its rare metals focus. Nokia is also impacting mid-market M&A 
with new 5G and above streaming technologies. Australia will 
prove lucrative for the communications giant, given its vast and 
sparse continent and difficulties with the NBN rollout.

Figure 14: Technology, media and telecommunications mid-market M&A
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Consumer
Australia’s consumer sector announced 34 deals worth 
AU$1.5bn in 2016, contributing to 10% of total mid-market 
volume and one deal down on 2015 volume. Mid-market 
volumes total 63% of the sector.

E-commerce is taking Australia’s consumer retail by storm, 
with Chinese online giant Alibaba Group Holding Limited 
opening its Australia and New Zealand headquarters in 
Melbourne in February. This is expected to facilitate trade 
between Australian businesses and China. Going online 
can also help some Australian retailers circumvent the 
high cost of rent of physical storefronts. According to 
Alibaba, there are more than 1,300 Australian brands  
and 400 New Zealand brands listed on Alibaba’s Tmall  
and Tmall Global.

In recognition of the e-commerce boom, Australia Post 
poured almost AU$100m into a 4.5% stake in Dubai-based 
logistics and transportation company Aramex, as part of 
its plans to forge a strategic e-commerce partnership to 
open emerging markets to the Australian e-commerce 
market and online consumers, furnishing a springboard 
for outbound forays on the part of small and medium 
Australian enterprises.

Brick-and-mortar retail stores in the country, however, may 
have to re-examine their marketing strategies in the face  
of growing competition, both from e-retailers and 
e-commerce platforms, as well as from international brands 
making forays into the Australian market. Rag and Bone,  
for example, is one of the newest international entrants 
into Australia’s retail market, while several local retailers 
have shut down operations, as predicted in our 2016 report.

Being a number of steps ahead in the game, United States 
e-commerce giant Amazon is covering all the bases by 
marrying digital technology with the brick-and-mortar 
tradition, offering its clientele unprecedented convenience 
and comfort. In 2016, it introduced Amazon Go, a data-driven 
grocery store concept that allows its customers to choose 
and pay for their products online, and then pick up their 
purchases at the store without having to queue for payment.

One industry trend to keep tabs on is the continuing 
consumerisation of healthcare. By no means a new 
phenomenon, recent developments have been made 
possible by advancements in technology, paired with 
heightening global interest in personal fitness and 
decentralised preventive healthcare. With instantaneous 

Figure 15: Consumer M&A 2016
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The retail industry is facing 
challenges, evidenced by the collapse of  
a large number of groups, as we predicted 
last year. However, where there is more of 
a connection with consumers, activity will 
maintain momentum, such as sporting 
brands like Lorna Jane and Lululemon 
which give people a sense of belonging 
with their clothing ranges. Beneficial 
health-related consumer products will 
also continue their upward trajectory for 
mid-market M&A – be they vegan or 
paleo diets or natural products.

access to ever-increasing volumes of information in today’s 
knowledge era, savvy consumers are taking a rising interest 
in the consumption of healthcare in the form of products 
that give them more autonomy in personal fitness. These 
include wearable fitness and health trackers, fitness 
apparel, as well as sports and fitness nutrition. 

Consumer food trends are also seeing an enduring 
interest in natural and healthy options from consumers 
subscribing to lifestyles and diet choices that are organic, 
locally-sourced, paleo, vegan, raw, sugar-free and so on. 
In December 2016, Japan-based Teijin Limited acquired a 
39% stake in The Healthy Grain Pty Ltd, an Australia-based 
company selling nutritionally dense, patented whole grains.
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Figure 16: Consumer mid-market M&A
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Financial services
As one of only two sectors seeing an increase in deal volumes, 
financial services was also a busy sector in Australia’s mid-
market last year, with 30 announced deals worth AU$1.3bn, 
contributing to 9% of total mid-market volume. 

Counter to the diminished volumes in most other sectors, 
financial services saw an 11% rise from 2015’s 27 deals 
together with a 2% increase in the sector’s portion of total 
mid-market deals. The sector was mostly dominated by the 
mid-market in 2016, which accounted for nearly 80% of total 
deal volume. 

The sector’s hottest sub-industry was the up-and-coming 
fintech industry. In support of the industry, the Australian 
government has a fintech programme which markets the 
country as a financial services hotbed with the view of 
making Australia “the leading market for fintech innovation 
and investment in Asia by 2017”. 

Market adoption and regulation are two of the larger 
issues facing the industry, which endeavours to disrupt 
and challenge the oligopoly of Australia’s banking industry, 
with success likely to follow those who enhance and 

partner with the larger banking incumbents. This needs to be 
balanced against the Australian Competition and Consumer 
Commission’s October 2016 announcement that it plans to 
scrutinise any plans for Australia’s major banks to acquire 
fintech rivals or to enter into blockchain cooperation deals.

In its application as an internet-based transaction processing 
and settlement system, blockchain technology eliminates 
the need for third-party verification. The Australian Stock 
Exchange (ASX) has announced that it is exploring blockchain 
technology as a viable post-trade solution for the domestic 
equity market.

Figure 17: Financial services M&A 2016
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The consolidation that we saw over the past couple 
of years in the insurance industry has come to a grinding 
halt, with very few insurance brokerage deals by the 
aggregators and with Arthur J Gallagher & Co redirecting 
their focus away from brokerage firms and towards the 
financial services and advisory firms.

We expect to see continued interest in Australia’s 
world-leading funds management sector.
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Cross-border activity

Overall, Australia’s mid-market saw 171 cross-border deals 
(111 inbound and 60 outbound), worth AU$9.6bn ($6.2bn 
inbound and $3.4bn outbound), down 21% and 23% 
respectively in volume on 2015.

Nonetheless, Australia has sustained steady interest  
from foreign investors over the past few years,  
with inbound mid-market M&A occupying 35% of deals 
located in the country in 2016, up from 33% in 2015.

Foreign acquirer interest was mainly channelled towards 
EMU, which saw 24 deals (22% of inbound volume and 
14% of inbound value). This was followed by business 
services, which accounted for 17 deals (15% of inbound 
volume and 16% of inbound value), and then leisure,  
which saw 12 deals.

The top bidder country for mid-market inbound M&A  
in 2016 was the United States with 24 deals, followed by 
China with 17 deals, and the United Kingdom in a distant 
third place, with 10 deals. 

In the wake of Britain’s vote to leave the European Union 
in 2016, global investor and consumer confidence and 
sentiment have appeared reserved as investors take on  
a cautious wait-and-see stance, but this is expected to  
wear off as the post-Brexit dust settles. Elsewhere in 
Europe, the Greek debt drama and the wider Eurozone 
crisis have continued to unfold. In the longer term, both 
Brexit and Grexit may result in possible net benefits to 
Australia, with offshore buyers and investors turning to 
the country as a positive destination for the funds they 
shift away from the United Kingdom and Europe, although 
distance will always pose a challenge for European buyers 
that do not already have a global footprint and regional 
senior management.

In terms of bidder regions, Australia also saw substantial 
interest from Southeast Asia, which contributed to 10% 
of the country’s inbound mid-market volume and 9% of 
value in 2016. The 10-member Association of Southeast 
Asian Nations (ASEAN) established the ASEAN Economic 
Community in 2015, with an aim of competing both 
regionally and globally as an integrated market of US$2.6tn 
(AU$3.4tn) and more than 622 million people. ASEAN bidders 
for mid-market Australian assets in 2016 were mainly from 
Malaysia, Singapore and Thailand, and primarily targeted  
the leisure and EMU sectors.

United States: The Trans-Pacific Partnership
The effects of President Trump’s executive order to formally 
withdraw the United States from the 12-member Trans-Pacific 
Partnership (TPP) have yet to transpire. It is, nonetheless, a 
strong indicator that the United States’ stance and outlook 
towards international trade relations, especially in the Asia-
Pacific region, are in for a seismic shift. It has also drawn 
the attention of commentators towards the complexities of 
multilateral trade agreements in general, with arguments 
being made in favour of bilateral trade deals instead.

In response to this, Australia has taken the reins, announcing 
the country’s intentions to push for the TPP to be implemented 
in spite of the United States’ withdrawal, with the necessary 
amendments being made to reflect the change in parties. 
Discussions amongst the potential parties are scheduled to 
take place at a meeting in Chile in March 2017 and Trump 
has expressed intentions to renegotiate the Australia-United 
States Free Trade Agreement. 

With the TPP hanging in the balance, room may open for a rival 
trade deal, the Regional Comprehensive Economic Partnership 
(RCEP), to move ahead. The RCEP also involves Australia and 
would create one of the world’s biggest free-trade zones.

35% of Australian mid-market deals in 2016 were inbound deals.
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Cross-border activity

Domestic Inbound
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67% 33%

64% 36%

Figure 20: Mid-market deal flows in Australia (by volume)*

*Out of deals with disclosed bidders.
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Figure 21: Bidder regions for Australia inbound mid-market M&A 2016
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China: The search for value
As China continues its overseas buying spree, acquirers are 
developing a keen palate for high value-add targets and 
sectors, according to a report from Moody’s Investors Service. 
This means that Chinese acquisitive activity is moving away 
from a tunnel-vision focus, led by state-owned enterprises  
on government mandate, on the hunt for natural resources. 

While resource-focused acquisitions fed the country’s fervent 
construction and urbanisation ambitions in its heyday of 
unbridled double-digit economic growth, China is now reining 
this in and settling into what President Xi Jinping terms a 
“new normal” of more tempered growth. In 2016, the world’s 
second-largest economy decelerated to its slowest growth 
in 26 years, as the country transitions from being an export-
driven economy to becoming a consumer-led one.

In the meantime, the country’s ongoing industrialisation  
has reached an inflection point with a heavy emphasis 
on low-value manufacturing. As part of its structural 
reform amidst rising labour and operational costs, China 
endeavours to move away from low-cost and low-skill 
manufacturing, and up the value chain towards higher value-
added production. Given this, Chinese acquirers have been 
particularly interested in bolt-on acquisition targets that can 
give them a leg up on becoming globally competitive in high 
value-add output, offering the requisite advanced technology, 
know-how, brands or IP.

While China’s contracted appetite for resources may have 
translated into weaker demand for Australia’s mining and 
energy assets, this demand is expected to be sustained at  
a lower level in the long-term instead of diminishing entirely. 
This would cater to China’s Belt and Road Initiative, the Asian 
Infrastructure Investment Bank, as well as China’s abiding 
urbanisation plan of having 60% of its population dwelling  
in cities by 2020.

More significantly, China’s rebalancing act is likely to help 
along Australia’s own, as China’s burgeoning middle class 
and rising household income create increasingly educated 
and discerning consumers with the time and wherewithal to 
place a premium on lifestyle quality. These savvy consumers 
have been, and are expected to continue, boosting Australia’s 
services-based industries, such as leisure travel, tourism and 
accommodation, food and beverages, healthcare and retail.

Figure 22: Top bidder geographies for inbound  
mid-market M&A in Australia 2016
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Japan: Outward bound
Japan is faced with an ageing and shrinking population,  
along with a weak and crowded domestic market. Add in to 
the mix negative interest rates that lower borrowing costs, 
along with cash rich balance sheets, and the country finds 
itself with an intensified appetite for outbound acquisitions. 

In 2016, Japan made 309 announced deals worth 
US$92.1bn (AU$122.1bn), the second-highest annual value 
on Mergermarket record. In terms of target industries, 
Japanese interest is becoming increasingly geared towards 
technologically sophisticated targets. 

Exemplifying Japanese interest in Australia as a target 
jurisdiction, Hitachi made known its plans to invest 
AU$1.25bn in its “Australian Social Innovation business” 
in December 2016, predicting that its total revenue in 
Australia would reach AU$3.75bn by FY2020 by focusing on 
the development of its mining, railway system, healthcare, 
security and agriculture businesses with a sharpened focus 
on leveraging digital technologies such as the Internet of 
Things, big data, analytics, AI and robotics.

Similarly, Japan Post Holdings Co is looking into more M&A  
as part of its plans for expansion across Asia, having made 
the biggest acquisition of an Australian firm by a Japanese 
company with its AU$6.5bn takeover of Toll Holdings Limited 
in 2015.

As acquisition targets, Japanese companies are themselves 
particularly competitive in technology-based arenas, such  
as robotics and automation, or precision and efficiency-driven 
high-value manufacturing.

The China-Australia Free Trade Agreement

The China-Australia Free Trade Agreement (ChAFTA), signed on 17 June 
2015, reflects the Australian government’s recognition of the importance 
of Chinese capital as fuel for the domestic economy. Amongst other 
things, the ChAFTA liberalises the regulatory procedures which Australia’s 
Foreign Investment Review Board (FIRB) imposes on inbound investment, 
raising the screening threshold for private Chinese investors in non-
sensitive sectors from AU$252m to AU$1.094bn. ChaFTA has also locked 
in commitments to eliminate tariffs across a wide range of agriculture, 
resources, energy and manufactured exports to China.
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For buyers and 
sellers to best position 
themselves for deal 
completion, the 
cardinal rule of deal 
success is to always 
be prepared. On top of 
conducting thorough 
pre-transactional due 
diligence on a target,  
this involves gaining  
a clear understanding  
of a target industry  
and the regulations, 
developments and 
politics surrounding it,  
as well as local, on-the-
ground knowledge of  
a target jurisdiction  
and its laws, cultural 
idiosyncrasies, and 
business practices.

The Foreign Investment Review Board (FIRB)

Since December 2015, Australia’s Foreign Investment 
Review Board (FIRB) involvement has appeared increasingly 
politicised, with mixed reviews to show on its report card, 
having occupied the limelight time and again in 2016. 

Australia-based private equity funds bidding in asset sale 
auctions, for instance, have met with complications in the 
process, given that many players raise more than three-
quarters of their funds from offshore investors. Longer 
review periods in general, combined with a backlog in 
reviews, have also affected the speed of deal completion, 
hurting bidders’ competitiveness.

This year, Australian Treasurer Scott Morrison has been 
reported to be making plans for foreign investment  
policy reforms with an aim of dispelling the penumbra  
of ambiguity and clarifying the regulations, providing 
more guidance on the kinds of transactions that may 
raise concerns over national interest. 

The Australian government has also announced plans to 
set up a Critical Infrastructure Centre aimed at designing 
national security risk assessments and registering critical 
assets, so as to defend key national infrastructure from 
sabotage, espionage and coercion.

Ultimately, however, FIRB approval is only an issue for deals 
valued over AU$250m. While this may present challenges 
for the top end of the M&A market, it makes dealmaking 
for the mid-market (except for agribusiness properties) 
much more attractive.

Looking ahead, we expect the FIRB to continue its close 
scrutiny of these larger deals, particularly where foreign-
ownership is deemed to be not in the nation’s interests. 
FIRB approval will also continue to be problematic 
for aggregators where the cumulative value of their 
dealmaking creeps beyond the AU$250m cap.
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Figure 23: Australia outbound M&A (by volume)
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Figure 24: Australia outbound M&A (by value)
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Figure 25: Top outbound target sectors by volume 2016
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Outbound M&A
In terms of outbound M&A, Australia saw a 23% drop from 
2015’s volume but achieved the second-highest volume since 
2010, registering 107 deals in 2016, out of which a solid 60 
were mid-market deals. Australia’s top mid-market target 
geographies were the United States with 15 deals worth 
AU$950m, neighbouring New Zealand with 8 deals worth 
AU$409m, and China with 6 deals worth AU$557m.

Australian acquirers were most interested in acquisitions  
in the TMT sector, which saw 16 announced deals (27%  
of total) worth AU$891m (26% of total) in the mid-market. 
Most of this interest went towards the computer software 
sub-sector. In August 2016, for instance, Australia-based 
MYOB Technology Pty Ltd completed its AU$27m acquisition 
of Greentree International Limited, a New Zealand-based 
company developing business software products.

The second most-targeted sector for outbound mid-market 
deals was EMU with 11 transactions (18% of total) worth 
AU$583m (17% of total). This was followed by industrials  
and chemicals with 11 deals (18% of total) worth AU$525m 
(16% of total).

Figure 26: Top mid-market outbound target 
geographies by volume 2016

 
Deal volume:

4
Value (AU$m):

234

 
% of total:

7%
% of total:

7%

United Kingdom

 
Deal volume:

8
Value (AU$m):

409  

 
% of total:

13%
% of total:

12%

New Zealand

 
Deal volume:

15
Value (AU$m):

950

 
% of total:

25%
% of total:

28%

United States

 
Deal volume:

6
Value (AU$m):

557

 
% of total:

10%
% of total:

17%

China

 
Deal volume:

4
Value (AU$m):

85

 
% of total:

7%
% of total:

3%

Israel



Key

20
Asia Paci�c Firms

25
South American 

Firms

50
European Firms

18
Middle East and 

African Firms

13
North American 

Firms

Baker Tilly International is one of the world’s leading 
networks of independently owned and managed 
accountancy and business advisory firms united by a 
commitment to provide exceptional client service.

Every day, 30,000 people in 147 countries share experiences and expertise to 
help privately held businesses and public interest entities meet challenges 
and proactively respond to opportunities. International capability and global 
consistency of service are central to the way we work.

Our global
reach

Global
Experts across a wide range of 
industry and business sectors, 
each Baker Tilly International 
member firm combines high 
quality services and in-depth 
local knowledge.

126 independent firms come 
together across four geographic 
areas. Sharing knowledge 
and resources, our business 
approach brings together the 
power of the global network to 
deliver exceptional results to 
clients globally.



Key

20
Asia Paci�c Firms

25
South American 

Firms

50
European Firms

18
Middle East and 

African Firms

13
North American 

Firms

Baker Tilly International is one of the world’s leading 
networks of independently owned and managed 
accountancy and business advisory firms united by a 
commitment to provide exceptional client service.

Every day, 30,000 people in 147 countries share experiences and expertise to 
help privately held businesses and public interest entities meet challenges 
and proactively respond to opportunities. International capability and global 
consistency of service are central to the way we work.

Our global
reach

Global
Experts across a wide range of 
industry and business sectors, 
each Baker Tilly International 
member firm combines high 
quality services and in-depth 
local knowledge.

126 independent firms come 
together across four geographic 
areas. Sharing knowledge 
and resources, our business 
approach brings together the 
power of the global network to 
deliver exceptional results to 
clients globally.



Our commercial 
services to 
dynamic 
businesses
Financial essentials
• Accounting and Business  

Advisory Services
• Audit, Risk Management  

and Assurance
• Internal Audit
• Recovery, Turnarounds  

and Insolvency
• Tax advice and Compliance

Planning and growth
• Business Consulting  

and Commercial Advice
• Business Performance Improvement
• Business Structuring
• Corporate Finance
• Corporate Governance
• International Business Advisory
• Investment Advisory Services
• Succession Planning
• Superannuation Services
• Tax Consulting
• Technology and IT Consulting
• Valuations

Our private wealth services
• Estate Planning
• Family Office Management
• Investment Advisory Services
• Philanthropy Services
• Succession Planning
• Superannuation Strategies
• Tax Advice and Compliance

Industry specialisations
• Retail
• Professional services
• Health and aged care
• Manufacturing
• Not for profit
• Property and construction
• Government and the public sector
• Agriculture
• Food and beverage
• Hospitality

$3.2bn
Worldwide revenue 2016 (USD)

147
Countries

30,000+
Partners and staff globally

Australia

1,280+
People nationally

113
Partners nationwide

About Pitcher Partners
Pitcher Partners is a full service accounting and 
business advisory firm with a strong reputation 
for providing quality advice to privately-owned, 
corporate and public organisations.
In Australia, Pitcher Partners has firms in Adelaide, Brisbane, Melbourne, 
Perth, Sydney and Newcastle. We collaboratively leverage from each other’s 
networks and draw on the skills and expertise of 1,280+ staff, in order to 
service our clients.

Pitcher Partners is also an independent member of Baker Tilly International, 
the eighth largest network in the world by fee income. Our strong relationship 
with other Baker Tilly International member firms, particularly in Asia Pacific, 
has allowed us to open many doors across borders for our clients.

Key contacts by state

Pitcher Partners is a national association of independent firms. Liability limited by a scheme 
approved under Professional Standards Legislation. Pitcher Partners is an independent 
member of Baker Tilly International, the 8th largest accounting network globally.

Melbourne

Michael Sonego
Partner 

+61 3 8610 5485
michael.sonego@pitcher.com.au

Brisbane

Warwick Face
Partner 

+61 7 3222 8302
warwick.face@pitcherpartners.com.au

Adelaide

Andrew Falkner
Principal

+61 8 8179 2800
andrew.faulkner@pitcher-sa.com.au

Perth

Matthew Bowles
Director, Corporate Finance

+61 8 9322 2022
bowlesm@pitcher-wa.com.au

Newcastle

Scott Edden
Partner

+61 2 4911 2000
scott.edden@pitcher.com.au

Sydney

Simon Johnson
Principal

+61 2 9228 2261
sjohnson@pitcher-nsw.com.au



Our commercial 
services to 
dynamic 
businesses
Financial essentials
• Accounting and Business  

Advisory Services
• Audit, Risk Management  

and Assurance
• Internal Audit
• Recovery, Turnarounds  

and Insolvency
• Tax advice and Compliance

Planning and growth
• Business Consulting  

and Commercial Advice
• Business Performance Improvement
• Business Structuring
• Corporate Finance
• Corporate Governance
• International Business Advisory
• Investment Advisory Services
• Succession Planning
• Superannuation Services
• Tax Consulting
• Technology and IT Consulting
• Valuations

Our private wealth services
• Estate Planning
• Family Office Management
• Investment Advisory Services
• Philanthropy Services
• Succession Planning
• Superannuation Strategies
• Tax Advice and Compliance

Industry specialisations
• Retail
• Professional services
• Health and aged care
• Manufacturing
• Not for profit
• Property and construction
• Government and the public sector
• Agriculture
• Food and beverage
• Hospitality
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About Mergermarket

Mergermarket is an unparalleled, independent mergers and acquisitions (M&A) 
proprietary intelligence tool. Unlike any other service of its kind, Mergermarket 
provides a complete overview of the M&A market by offering both a forward-
looking intelligence database and a historical deals database, achieving real 
revenues for Mergermarket clients. 

Remark, the events and publications arm of the Mergermarket Group, offers 
a range of publishing, research and events services that enable clients to 
enhance their own profile, and to develop new business opportunities with 
their target audience. 



Disclaimer
This publication contains general information and is not intended to be comprehensive nor to provide financial, investment, 
legal, tax or other professional advice or services. This publication is not a substitute for such professional advice or services, 
and it should not be acted on or relied upon or used as a basis for any investment or other decision or action that may affect 
you or your business. Before taking any such decision, you should consult a suitability qualified professional adviser. Whilst 
reasonable effort has been made to ensure the accuracy of the information contained in this publication, this cannot be 
guaranteed and neither Mergermarket nor any of its subsidiaries or any affiliate thereof or other related entity shall have 
any liability to any person or entity which relies on the information contained in this publication, including incidental or 
consequential damages arising from errors or omissions. Any such reliance is solely at the user’s risk.

Part of The Mergermarket Group 

www.mergermarketgroup.com
330 Hudson St. FL 4
New York, NY 10013
USA

t: +1 212 686 5606
f: +1 212 686 2664
sales.us@mergermarket.com

10 Queen Street Place 
London
EC4R 1BE
United Kingdom

t: +44 (0)20 7059 6100
f: +44 (0)20 7059 6101
sales@mergermarket.com

Suite 1602-06
Grand Millennium Plaza
181 Queen’s Road, Central
Hong Kong

t: +852 2158 9700
f: +852 2158 9701
sales.asia@mergermarket.com
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