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Australian VC at a glance
Funds under management

No. of active fund managers

No. of portfolio companies held

Investment in FY2014

A$2.2b

26

269

$516m

Source: AVCAL.
Note: As of 30 June 2014.

Australia’s start-up ecosystem
The start-up environment in Australia continues to thrive from year to year. Thousands of start-ups are supported by a growing
community of entrepreneurs, mentors, incubators, accelerators and investors. Some examples of the Australian start-ups that have
grown into large, sustainable businesses with significant scale are listed below:
Company

Founded in

Year founded

Market capitalisation

No. of employees

Annual revenues

Labour productivity
(revenue per employee)

Atlassian

Sydney

2002

Estimated US$3.3b

1,000

$228m

$228,000

Freelancer

Sydney

2009

$439m

390

$26m

$67m

OzForex

Sydney

1998

$571m

200

$85m

$425,000

SEEK

Melbourne

1997

$6.03b

700

$724m

$1.03m

REA Group

Melbourne

1995

$6.4b

700

$437m

$624,000

Sources: StartupAus, ASX, company data, AVCAL analysis.

2014 was a big year for VC and start-ups in Australia. The year saw the country’s biggest VC deal ever recorded (Insight Venture
Partners’ $266m investment in Campaign Monitor), as well as a number of good exits for VC firms (e.g. Fibrotech and Lithicon,
divested by Brandon Capital Partners and ANU Connect Ventures, respectively).

Case study: Shoes of Prey

| Venture Capital – April 2015

Shoes of Prey provides a platform for designing custommade shoes, and in 2012 received a round of funding
from a syndicate that included Southern Cross Venture
Partners.
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Southern Cross was also able to aid the young company
in improving governance structures, focus on its mass
customisation business model, and provide networks that
can lead to the next round of fundraising.
The company raised a further US$5.5m of funding in
November 2014 from US-based Khosla Ventures, as well
as Blackbird Ventures and Southern Cross.

Case study: AirXpanders

AirXpanders has developed a patient-controlled tissue
expander that aids in post-mastectomy recovery. Using
the device reduces the pain and presents a faster method
than the usual saline injections. Through its broad network,
GBS Ventures was able to find and invest in the US-based
medical device maker in 2010.
Australia’s solid global reputation for clinical trials was
also instrumental in forging the relationship between GBS
and AirXpanders, which has led to $10m in funding over
three rounds.

VC investment growth in Australia
The size of VC investments in Australia has seen a substantial rise over the last few years (see Figure 1). This has been driven in
part by corporate and foreign VC activity, coupled with the emergence of a number of early stage tech-focused funds. This rise in
investment activity, together with a number of solid exits generating strong returns for investors, demonstrates the opportunities
available to VCs focusing on the Australian market.
Figure 1: Ten largest VC investments, FY2012-2014 (AUDm)
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Source: AVCAL.

Leading research and innovation metrics
Australia’s research output is substantial, and its research and innovation indicators are highly competitive compared to other
advanced economies (see Figure 2). Notable examples include 802.11a WiFi technology, the HPV vaccine Gardasil, spray-on skin
ReCell for burns victims, the technology behind Google Maps, and the bionic ear by Cochlear.
The VC industry is currently still only tapping a fraction of the opportunities afforded by this substantial pipeline of research and
innovation. This indicates substantial scope for increased investment and returns from further commercialising this rice vein of
research.
Figure 2: VC fundraising vs research and innovation metrics
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Case study: Osprey Medical
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Osprey Medical, which has developed technologies reducing kidney-related complications from heart procedures, was
formed in 2008 based on technology developed at Melbourne’s Baker IDI Heart and Diabetes Institute. VC firms Brandon
Capital Partners and CM Capital (now Talu Ventures) participated in the company’s first investment round.
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The VCs provided invaluable advice and financial support to develop the company’s product, used in heart imaging and
stenting procedures.

For further information, please contact: Kosta Sinelnikov, Senior Research Analyst Tel: +61 2 8243 7008 Email: kosta.sinelnikov@avcal.com.au

