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Executive Summary

This report tracks trends and developments in M&A and private placements in Australia and
New Zealand over the last five years, and the contribution of private equity (PE) in this context.
The total value of Australian M&A and private placements fell by 27% y-o-y in FY10. However, the
small- and mid-market segment continued to anchor overall transaction activity, which meant that
the decline in deal levels was not as sharp as it otherwise might have been. In addition, a number
of significant transactions in recent years – including bank mergers and resources/energy deals –
ensured Australia remained a major centre for M&A in the region. Notably, many of the largest deals
during this period involved offshore buyers, confirming the continued attractiveness of Australian
companies as long-term investment propositions.
Transactions in New Zealand saw a 64% y-o-y fall in the total value of M&As and private placements
completed in the year ending 30 June 2010. However, the number of transactions actually increased
by 3% over this period, reflecting the general concentration of focus on small- and mid-market targets
amid a challenging environment for identifying and financing larger deals.
PE currently accounts for a relatively low proportion of total transaction activity, relative to recent years.
PE deals constituted only 2% of the total number of M&As and private placements for both Australia
and New Zealand in FY10, down from 5% and 9% respectively in FY06.
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In summary, the Australian deal climate has remained relatively robust despite the global financial crisis.
Transactions have continued to be completed, albeit at smaller average sizes than before due to the
scarcity of credit funding and downward revaluations. While PE-sponsored activity has been slower in
recovering compared to the overall transactions market as PE managers have focused on strengthening
their existing investments, a spate of recent deal announcements suggest that this is about to turn
around. New Zealand has experienced a relatively sharper constriction in activity over FY10, but the
completion of new acquisitions in recent months – including PE expansion deals – also suggests the
cautious return of interest to this area.
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Notes:
For the purposes of this report, all references to private equity do not include venture capital deals.
All currency units are in Australian dollars unless stated otherwise (currency conversions are at historical rates).
All transactions refer to completed transactions. Transaction locations refer to the country where the target company
is headquartered.
All data used in this report is sourced from Capital IQ. There may be some differences compared to PE statistics published
elsewhere by AVCAL. These differences arise because the AVCAL database is primarily based on information collected
directly from PE & VC fund managers who are AVCAL members – including information not available to the public –
and excludes direct investments by non-PE institutional investors (such as pension funds) in privately held companies.
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Trends in transaction activity
FY06 to FY10
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Number of M&As and private placements (New Zealand)
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Consistent with most other major markets, the total value of M&As and private placements has declined
relative to pre-crisis levels in both Australia and New Zealand. Australia experienced a 27% y-o-y fall
in total transaction value in the year ending 30 June 2010. New Zealand saw an even sharper drop,
with a 64% y-o-y fall in the total reported value of M&As and private placements completed over the
same period.
For both markets, however, the number of transactions actually increased in FY10 (New Zealand by
3% and Australia by 24%), with a higher proportion of deals completed during this period involving
small- and mid-market targets. These segments of the deal market have remained the mainstay of overall
transaction activity during a period where credit scarcity and market uncertainty made larger deals
much more difficult to complete.
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Despite the general fall in average transaction values over the last two years, several significant deals
kept Australia among the top M&A markets in the world. These included the $21b merger between
Westpac and St George Bank in 2008, overtaking the $19b acquisition of Coles Group Ltd by
Wesfarmers in 2007 as the largest deal in Australian history.
Other notable deals in Australia during this period included a number of oil and gas deals such as
formation of Australia Pacific LNG (a joint venture between Conoco Phillips and Origin Energy)
and British gas producer BG Group’s acquisition of Queensland Gas Co. in 2008.
Post-2008, the single largest deal completed as of end-FY10 was the acquisition of Macquarie
Communications Infrastructure Group by the Canada Pension Plan Investment Board (CPPIB)
in July 2009: at an enterprise value estimated at over $7b.
Private placement activity saw a notable increase during and immediately after the GFC, reflecting
both the reduced availability of bank lending as a source of funding as well as increased bank
recapitalisation activity.
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1 Note that Capital IQ includes
PE-style direct investments by
institutional investors as PE
investments.

PE as a % of total M&As and private placements
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The number of PE deals as a proportion of total M&As and private placements has declined steadily
over the last five years in both Australia (from 5% of the total number of transactions in FY06 to 2%
in FY10) and New Zealand (from 9% to 2% over the same period).
In terms of the value of transactions done, PE accounted for 11% total deal value in Australia in FY10,
up from 3% the previous year. However, if CPPIB’s acquisition of the Macquarie Communications
Infrastructure Group is excluded, Australian PE deals would only have constituted 3% of total
transaction value in FY10: unchanged from the previous year.1
In New Zealand, PE has accounted for between 0.2% and 43% of total annual transaction value over the
last five years. FY07 saw a sharp spike in PE activity with some of the largest buyouts in New Zealand
seen to date, including those of the Yellow Pages Group and the Independent Distillers Group. However,
the GFC saw a sharp constriction in overall deal activity after FY07. Nevertheless, there have been signs
of a gradual return in PE activity with a number of new deals completed in FY10, including several
expansion deals by Direct Capital Partners which closed its NZ$325m Fund IV during this period.
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Average transaction sizes in Australia have generally remained within the $30m to $70m range for
most of the last five years, occasionally augmented by a few large deals such as the $21b merger
between Westpac and St George Bank in 2008.
The median transaction size over the last five years was $48m in Australia and $20m in New Zealand.
In FY10, the average transaction size in Australia and New Zealand was $42m and $9m respectively,
down from $71m and $25m respectively the previous year.

Sectoral breakdowns
Value of total M&As and private placements by sector in FY10 (Australia)
Q3 2009
Q4 2009
Q1 2010
Q2 2010

Value of total M&As and private placements by sector in FY10 (New Zealand)
Q3 2009
Q4 2009
Q1 2010
Q2 2010
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Financials, Materials, Energy and Consumer Staples were the top Australian sectors in FY10 in terms
of transaction activity. Most of the largest deals completed during this period involved offshore buyers,
confirming the continued attractiveness of Australian companies as long-term investment propositions.
These included the acquisitions of Macquarie Communications Infrastructure Group, ABB Grain
and Sino Gold Mining by various Canadian interests, China’s Yanzhou Coal Mining’s buyout of Felix
Resources, and Kirin Holdings’ successful bid for full ownership of brewer Lion Nathan.
In New Zealand, overall activity was muted with the single largest transaction for the year seen in the
Energy sector: Infratil’s joint venture with the NZ Superannuation Fund to buy Shell NZ’s downstream
assets. Other key deals completed during this period included National Hearing Care’s acquisition of
Bay Audiology, and Archer Capital’s sale of Onesource Group to CSG Ltd.
Definitions:
Financial years: Australian financial years ending 30 June of every year.
M&A: The acquisition of equity stakes by purchasing existing securities.
Private Placement: The sale of newly issued securities to a select group of investors including private investment in public
equity (PIPEs) and placement of debt securities.
Transaction date: The date the transaction is completed (not the date it is announced).
Transaction value: The target company’s enterprise value.
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Additional important disclosures and disclaimers:
Capital IQ’s Market Observations is based primarily on contents available in the Capital IQ Platform and select third-party
contributions. To learn more about Capital IQ, please contact us at +61 2 9255 9891 or sales@capitaliq.com.
© 2010 Capital IQ. All Rights Reserved. Please read important disclosures and disclaimers in the last page of this report.
Copyright 2010 by Standard & Poor’s, a division of The McGraw-Hill Companies. Reproduction in whole or in part prohibited
except by permission. All rights reserved. Information has been obtained from sources believed to be reliable. However,
because of the possibility of human or mechanical error by our sources or others, Standard & Poor’s does not guarantee
the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions or the result
obtained from the use of such information. Ratings Services receives compensation for its ratings. Such compensation
is normally paid either by the issuers of such securities or third parties participating in marketing the securities. While
Standard & Poor’s reserves the right to disseminate the rating, it receives no payment for doing so, except for subscriptions
to its publications.
Other Disclosures:
This report has been prepared and issued by Standard & Poor’s and/or one of its affiliates. In the United States, research
reports are prepared by Standard & Poor’s Investment Advisory Services LLC (“SPIAS”). In the United States, research
reports are issued by Standard & Poor’s (“S&P”); in the United Kingdom by Standard & Poor’s LLC (“S&P LLC”), which is
authorized and regulated by the Financial Services Authority; in Hong Kong by Standard & Poor’s LLC, which is regulated by
the Hong Kong Securities Futures Commission; in Singapore by Standard & Poor’s LLC, which is regulated by the Monetary
Authority of Singapore; in Japan by Standard & Poor’s LLC, which is regulated by the Kanto Financial Bureau; in Sweden
by Standard & Poor’s AB (“S&P AB”); in Malaysia by Standard & Poor’s Malaysia Sdn Bhd (“S&PM”), which is regulated
by the Securities Commission; in Australia by Standard & Poor’s Information Services (Australia) Pty Ltd (“SPIS”), which is
regulated by the Australian Securities & Investments Commission; and in Korea by SPIAS, which is also registered in Korea
as a cross-border investment advisory company.
Standard & Poor’s or an affiliate may license certain intellectual property or provide pricing or other services to, or otherwise
have a financial interest in, certain issuers of securities, including exchange-traded investments whose investment objective
is to substantially replicate the returns of a proprietary Standard & Poor’s index, such as the S&P 500. In cases where
Standard & Poor’s or an affiliate is paid fees that are tied to the amount of assets that are invested in the fund or the
volume of trading activity in the fund, investment in the fund will generally result in Standard & Poor’s or an affiliate earning
compensation in addition to the subscription fees or other compensation for services rendered by Standard & Poor’s. A
reference to a particular investment or security by Standard & Poor’s and/or one of its affiliates is not a recommendation
to buy, sell, or hold such investment or security, nor is it considered to be investment advice. Standard & Poor’s and its
affiliates provide a wide range of services to, or relating to, many organizations, including issuers of securities, investment
advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries, and accordingly may
receive fees or other economic benefits from those organizations, including organizations whose securities or services they
may recommend, rate, include in model portfolios, evaluate or otherwise address. For a list of companies mentioned in this
report with whom Standard & Poor’s and/or one of its affiliates has had business relationships within the past year, please
go to: http://www2.standardandpoors.com/portal/site/sp/en/us/page.article/2,5,1,0,1145719622102.html
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Disclaimers:
This material is based upon information that we consider to be reliable, but neither S&P nor its affiliates warrant its
completeness, accuracy or adequacy and it should not be relied upon as such. With respect to reports issued by S&P
LLC-Japan and in the case of inconsistencies between the English and Japanese version of a report, the English version
prevails. Neither S&P LLC nor S&P guarantees the accuracy of the translation. Assumptions, opinions and estimates
constitute our judgment as of the date of this material and are subject to change without notice. Neither S&P nor its affiliates
are responsible for any errors or omissions or for results obtained from the use of this information. Past performance is
not necessarily indicative of future results. This material is not intended as an offer or solicitation for the purchase or sale
of any security or other financial instrument. Securities, financial instruments or strategies mentioned herein may not be
suitable for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice, and
are only correct as of the stated date of their issue. Prices, values, or income from any securities or investments mentioned
in this report may fall against the interests of the investor and the investor may get back less than the amount invested.
Where an investment is described as being likely to yield income, please note that the amount of income that the investor
will receive from such an investment may fluctuate. Where an investment or security is denominated in a different currency
to the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or
income of or from that investment to the investor. The information contained in this report does not constitute advice on
the tax consequences of making any particular investment decision. This material is not intended for any specific investor
and does not take into account your particular investment objectives, financial situations or needs and is not intended as a
recommendation of particular securities, financial instruments or strategies to you. Before acting on any recommendation
in this material, you should consider whether it is suitable for your particular circumstances and, if necessary, seek
professional advice. For residents of the U.K. –this report is only directed at and should only be relied on by persons outside
of the United Kingdom or persons who are inside the United Kingdom and who have professional experience in matters
relating to investments or who are high net worth persons, as defined in Article 19(5) or Article 49(2) (a) to (d) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, respectively.
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