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Methodology
All dollar figures unless otherwise stated are in Australian dollars.
Data has been compiled from IPO data within the Mergermarket intelligence database and
additional sources noted within this report. Information not featured in the Mergermarket
data has been corroborated with data from the respective stock exchanges. All share prices
and performance metrics discussed reflect closing prices at 31 December 2015.
Non-equity instrument listings such as debt, ETFs and warrants have been excluded from
the data presented in this report. In addition, any dual listings including New Zealand listed
companies listing on the ASX are excluded from the underlying figures.

Sticking to the script
It’s been a sombre start to the year in terms of
renewed stock market volatility, with the S&P ASX
200 having one of its weakest starts and the Dow
Jones experiencing its worst year opening since 1897.
This wasn’t entirely unexpected given the year just
passed, but the magnitude of the correction has been
unsettling for equity investors and has provided yet
another reminder that volatility is unavoidable.
In spite of the patchy global growth story, we
continue to see a number of positive signs in
Australia, where initial public offerings (IPOs) are
generally bucking the trend.
From a global perspective, 2014 saw a record number
of IPOs, and while the volume of listings in 2015 kept
pace, total capital raised declined by an estimated
25%. The story in Asia-Pacific, however, has been
nothing short of brilliant, with the region (including
Australia, Hong Kong and Japan) contributing
approximately half of global deal volumes and capital
raised. Locally, there were 97 ASX listings in 2015,
with market capitalisation of $17.6bn and capital
raised in excess of $8.6bn.
Despite a lacklustre performance of the overall
market, dragged down by volatility in China, falling
commodity prices and energy companies, IPOs
remain stock market darlings and have continued to
outperform the index, dominated by the financial
services, technology and healthcare sectors. The
weighted average performance of all 2015 listings to
the end of the year was approximately 18%, while
the ‘Class of 2014’ continues to outshine, up 37%
from listing to 31 December 2015.
Growth, a pervasive theme
The theme pervading the majority of 2015 listings
was one of growth, and the numbers tell the story.
From the list of the top performing IPOs for the year,
the majority are growth stocks that raised less than
$50m of capital, and largely in the technology and
related sectors.
Our analysis shows a decrease in sell-down by
private vendors demonstrating their commitment
to the post-listing growth of their businesses. The
majority of non-private equity vendors are floating
their businesses to raise capital for future growth
and liquidity, rather than electing to realise their
investment at IPO.

Private equity in the spotlight
Analysis of the performance of private equity-backed
listings suggests results are far more positive than
market sentiment reflects. Taking a slightly longer-term
and balanced view, including some of the much talked
about ‘misses’, the 40 private equity-backed listings
since the start of 2013 have delivered weighted average
returns of 28% (in fact, a dollar invested in every private
equity float over this period would have delivered an
average gain of 48%) to December 2015.
In this report, we speak with Chris Hadley, Executive
Chairman of Quadrant Private Equity, for his house
perspectives on the outlook for private equity and
what they mean for IPOs. Quadrant has delivered a
number of successful listings over the last three years,
starting with Virtus in 2013, and including some stellar
performances from iSentia, Burson Auto Parts, Estia
Health and APN Outdoor Group.
Keeping with the above themes, we also discuss some
topical areas from a legal perspective with Herbert
Smith Freehills, including the potential for greater ‘skin
in the game’ requirements for private equity, market
views on management equity/incentive plans at IPO
and increased Australian Securities and Investments
Commission (ASIC) scrutiny.
The outlook
From a global perspective, the economic outlook clearly
remains uncertain. The US is growing fast enough to
be an increasingly powerful force for good, but China’s
slowdown is gathering pace, and for global growth
that is an essentially matching offset to the good news
generated by the US. That cements in place the current
phase of better news around accelerating growth in the
rich world at the same time as it underscores increasing
challenges for growth in some major emerging markets.

"Despite the ASX 200 failing to impress and a
fairly muted performance in the US, IPOs in
Australia continue to outperform the index by
a sizable margin. Growth is the theme that
pervades the majority of 2015 listings and the
numbers tell the story"
Ian Turner, Head of Transaction Services
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"We are seeing a world where investors are getting
accustomed to markets with higher volatility. IPO activity will
continue to remain strong in 2016 dominated by technology
and financials, although we anticipate strong competition from
both strategic buyers and financial sponsors"
Tapan Verma, Director

As is often the case, volatility and uncertainty
experienced at the macroeconomic level is amplified
by financial markets. Financial markets are also
responding to some genuine concerns, as they so
often do.
In Australia, although the mining construction surge of
the past decade continues to fade, low interest rates
are resulting in record housing construction and solid
retail spending. The lower Australian dollar is also
working its magic on the number of inbound tourists
and students. As a result, jobs growth in Australia
is healthy while inflation risks remain well and truly
dormant. In short, Australia’s economy is sticking to
the script.
Although the US IPO markets experienced a fairly
muted performance in 2015, driven in part by the
proliferation of alternative sources of private and
corporate capital, the ‘window’ here in Australia
remains open. There is a reasonably healthy IPO
pipeline for Q2 and Q3 in 2016, with demand from
fund managers looking to diversify away from
underperforming blue-chip stocks.
We are seeing a world where volatility has become
a constant, and investors are becoming more
accustomed to markets with higher volatility.
Nonetheless, market volatility will impact IPO
valuations in the short term and will result in more
trade sale and dual-track M&A processes for some
of the IPO candidates. The sectors that will continue
to drive IPO markets this year are technology and
financial services, as well as consumer businesses (in
areas such as agribusiness, education and exports)
that will benefit from a lower Australian dollar and
lower interest rates.
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As for healthcare, which was a stand-out performer
in recent years, the sector is currently impacted by
regulatory uncertainty and changes. However, it
continues to demonstrate macro tailwinds that make
it attractive to investors. We anticipate healthcare
transactional activity to remain strong in 2016, with
the IPO exit route tipped to face strong competition
from offshore strategic buyers.
As always, the success of these floats will ultimately be
dictated by the quality of the assets as opposed to the
window being open or shut.
Ian Turner
Head of Transaction Services, Deloitte Australia

Private equity
Another exceptional year with

Active owners

16

Non-PE vendors retained greater
stakes post-IPO: sell-down of
pre-listing shares fell to only

TMT
makes leaps and bounds:

PE-backed listings. Post-listing
performance of portfolio
companies remains strong at

37%

of market capitalisation and

9%
from

17%

30%

21%

while investees that listed in 2014

of capital raised

in 2014

were up 42% at the end of 2015

2014

Total 2015 ASX listings:

97

2014 v. 2015 IPO
comparison
Number of ASX listings increased

33%

initial public offerings
with market cap of

$17.6

2015

while market capitalisation decreased

32%

noting that 2014 included Medibank
Private, the third-largest
listing globally that year

billion

2016

Expectations for 2016
• Volatility will continue to weigh on investors,
however, demand will remain strong for
companies with promising growth stories
• More multi-track processes as companies consider
M&A options alongside listings on the ASX or
alternate markets

• Technology, financials and related sectors will
continue to draw increasing investor interest,
however, a decline in capital raised is expected as
the more sizable assets have already listed
• Agri and export-focused manufacturing should get
a much-needed boost at the new AU$ levels
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Growth in the face of volatility

As the 2014 year end listing rush ended, Q1 2015 saw an
expected decline in listings. Relative to the first quarter of
2014, Q1 in 2015 saw a higher volume of listings (12) but
a reduced value of market capitalisation ($0.8bn). Several
early door listings in 2015 were among the year’s top
performers, led by software and services provider Appen
by Anacacia Capital, which ended the year 230% above
its issue price. The quarter was dominated by small-cap
stocks, with average capital raised under $20 million and
included the much talked about Martin Aircraft, Skydive
the Beach, and Phytotech Medical IPO.
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The year also had its share of poor performers. In total,
there were 20 IPOs were stock prices declined more
than 10% since listing to year end. While comparable in
number with 2014 where underperformers predominately
comprised energy and resource companies, stocks that
were out of favour this year came from all sectors.
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IPO volumes began trending up thereafter, with a
further 18 listings in Q2 and 30 in Q3. Technology,
media, and telecommunication businesses again
dominated the listings with stand-out performers
including QMS Media, Superloop and start-ups REFFIND
and CV Check. There were also some great successes in
the financials sector, with the likes of Eclipx and Pepper
Group, both with impressive management teams, clearly
defined strategies and well-articulated growth plans.
Investors took to the confidence displayed in these
listings by the private equity and founding owners who
retained significant stakes in the businesses, and the
long-term incentive schemes put in place.

Q4 had a strong finish, accounting for 38% of IPOs (37)
and 44% of total market capitalisation ($7.7bn), including
the year's largest listing, Link Group. The company was
brought to market by private equity owners Pacific Equity
Partners and co-owners Intermediate Capital Group and
Macquarie. Link closed the year 17% above its issue price.
Other notable listings included Seek Limited’s float of IDP
Education, Aventus Retail Property Fund and the muchanticipated listing of livestock company Wellard Limited.

Market capitalisation ($m)

2015 in review
Buoyed by a year of record IPOs and solid performance
in 2014, the ASX finished 2015 with IPO performance
firmly in positive territory, although the index itself
was weighed down by energy and resources stocks.
Weighted performance for the year's listings averaged
18.2% at the end of 2015 through the 97 new entrants
to the ASX, with total market capitalisation of $17.6bn.

Does size matter?
The overall size of IPOs in terms of average market
capitalisation was down from 2014 – even excluding
the $5.6bn float of Medibank Private, the average listing
size decreased from $280m to $181m, however, returns
continue to outperform the broader market. Over the
2015 calendar year, listings delivered average gains of
23.8% (18.2% weighted by market capitalisation) while
our 'Class of 2014' extended its gains closing the year
approximately 37% above the listing price.
Today more than ever, companies coming to market – be
it start-ups or established companies, need to provide
a compelling growth story and outlook. More often,
this will involve ongoing participation from founders,
existing shareholders and key management involved in
the company’s current success. By retaining significant
shareholding and/or remaining active in the day-to-day
operations of the business, these participants will help
build investor confidence in their businesses, especially
amid recent scrutiny of the performance of newly listed
companies floated by private equity firms.
Keeping skin in the game
Following recent high-profile cases and an overall push
by the investment community to reduce risk exposures,
investors are placing even greater scrutiny on vendors and
the companies they plan to bring to market. As a result,
due diligence investigations are looking beyond simply
how companies will generate revenue and their market
growth potential, focusing rather on two key questions:
Why is the company going public; and who owns the
company and what is their stake in its future?1
Private equity firms are not the only ones being placed
under the microscope. Private companies are equally
under pressure to demonstrate that the founding
owners and key stakeholders will continue to drive value
for the listed company and navigate a course for growth
post-IPO. Of course, this is not always the case, as
motivations behind an IPO may not be wholly to exit the
business or crystallise their investment.

IPO summary
2011

2012

2013

2014

2015

All IPOs
Number of listings
Market capitalisation ($m)
Average market capitalisation ($m)

105

51

61

73

97

4,435

2,481

12,128

25,868

17,561

42

49

199

354

181

Over $75m market capitalisation
Number of listings
Market capitalisation ($m)
Capital raised ($m)

12

4

28

42

53

2,872

1,615

11,045

24,778

16,137

723

666

5,954

16,565

7,983

Average performance of 2014 & 2015 listings		
2014

2015

Average

52.4%

23.8%

Weighted average (by market capitalisation)

37.3%

18.2%

Average

4.0%

14.2%

Weighted average (by market capitalisation)

5.5%

11.8%

Performance since listing

Performance - Day 1 close

Over the 2015 year, listings delivered average
gains of 18.2% weighted by market
capitalisation, while our 'Class of 2014'
extended its gains closing the year
approximately 37% above the listing price

Deloitte research analysing vendor sell-downs over the
last three years shows that private vendors are retaining
larger stakes in the business. The level of sell-down
across a range of companies sampled (exceeding $75m
market capitalisation) fell to only 9% from 21% the
year prior (excluding Medibank), adding weight to
the argument that the majority of non-private equity
1 “IPOs to watch in 2016.” The Bull. 2 Feb 2015.
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vendors are raising capital to fund growth and provide
liquidity, and/or in some cases to repay debt, rather than
electing to realise investments at IPO date.
Twenty-four listings in 2015 involved no sell-down by
private vendors, and existing sell-downs of significance
typically related to established companies only.
Superloop was one such company that listed this year
– serial tech entrepreneur Bevan Slattery announced he
would retain a 66.7% interest in his company post-IPO.
Capital raised is earmarked for completing construction
of its networks in Australia and Singapore, as well as
expanding across Asia-Pacific. Superloop’s stocks have
jumped 110% since listing in June 2015.
Mortgage lender and loan servicer Pepper Group’s
board and management team are another case of
vendors retaining stakes post-listing: there was limited
sell-down, and the founding shareholders continued
to hold a 45% stake. Pepper Group has seen gains of
34.6% since its IPO in July 2015 (although the price has
receded more recently due to market volatility).

In stark contrast to last year, this year’s top 20
list is dominated by small and mid-cap stocks
in the tech and related sectors. The average
capital raised by these 20 companies was just
over $30 million

Existing shares sold as % of total shares on issue prior to offer
(Non- private equity and aggregated)

21%

9%

2014

2015

This will be a key focus area for listings going forward as
institutions and retail investors will expect that vendor
shareholders demonstrate their confidence in the upside
potential beyond listing.

Performance update, >$75m listings in 2015
138%
123%
104% 103% 100%

Kingsland Global Ltd

Apiam Animal Health Ltd

Eclipx Group Ltd

Gateway Lifestyle Group

PSC Insurance Group Ltd

Future Fibre Technologies Ltd

Baby Bunting Group Ltd

Class Ltd

Touchcorp Ltd

Martin Aircraft Company Ltd

QMS Media Ltd

PWR Holdings Ltd

Digimatic Group Ltd

-90%

Superloop Ltd

-60%

Megaport Ltd

0

Costa Group Holdings Ltd

38% 37% 37% 35%
32% 30% 28%
26% 26% 26%
21% 20%

IDP Education Ltd

30%

Dongfang Modern Agriculture
Holding Group Ltd

46%

Vitaco Holdings Ltd

54% 52%

Amaysim Australia Ltd

64%

Updater Inc

60%

Mitula Group Ltd

71%

Pepper Group Ltd

81% 80% 79%

Traditional Therapy Clinics Ltd

90%

-30%

8

110%

BWX Ltd

Movement since issue

120%

Beston Global Food
Company Ltd

150%

Corporate profile - Top 20 IPOs in 2015, by performance

Stock price movement

Listing
date

Industry

Issue
price
($)

Market
cap ($m)

Capital
raised ($m)

Appen Ltd

07-Jan-15

TMT

0.50

47.4

47.0

REFFIND Ltd

09-Jul-15

TMT

0.20

20.0

Wonhe Multimedia Commerce Ltd

22-Dec-15

TMT

0.20

BWX Ltd

11-Nov-15

Consumer goods and services

Megaport Ltd

17-Dec-15

Phytotech Medical Ltd

5.0%

140.0%

1.50

135.8

39.3

50.7%

138.0%

TMT

1.25

87.5

25.0

56.0%

123.2%

22-Jan-15

Healthcare

0.20

8.9

5.0

110.0%

120.0%

Genetic Signatures Ltd

31-Mar-15

Healthcare

0.40

29.2

13.5

20.0%

112.5%

Superloop Ltd

04-Jun-15

Infrastructure & logistics

1.00

90.0

17.5

103.0%

110.0%

PWR Holdings Ltd

18-Nov-15

Commercial services

1.50

150.0

81.8

86.0%

104.0%

QMS Media Ltd

29-Jun-15

TMT

0.65

163.5

150.2

9.2%

103.1%

Digimatic Group Ltd

16-Dec-15

TMT

0.20

136.7

16.0

97.5%

100.0%

Knosys Ltd

09-Sep-15

TMT

0.20

15.6

4.0

15.0%

95.0%

CV Check Ltd

08-Sep-15

TMT

0.20

36.9

9.9

5.0%

85.0%

Martin Aircraft Company Ltd

24-Feb-15

TMT

0.40

97.1

18.5

10.0%

81.3%

Touchcorp Ltd

31-Mar-15

TMT

1.40

162.4

56.0

10.7%

80.0%

Class Ltd

18-Dec-15

TMT

1.00

116.7

25.2

41.0%

79.0%

Baby Bunting Group Ltd

14-Oct-15

Retail

1.40

175.8

51.6

30.7%

70.7%

Future Fibre Technologies Ltd

11-May-15

TMT

0.70

84.4

21.0

18.6%

64.3%

Graphitecorp Ltd

02-Dec-15

Energy & resources

0.20

13.9

2.0

40.0%

60.0%

PSC Insurance Group Ltd

15-Dec-15

Financial services

1.00

225.0

43.0

44.5%

54.0%

(3%)

Enice Holding Company Ltd

Integral Diagnostics Ltd

Argo Global Listed Infrastructure Ltd

TDM Asset Management

MYOB Group Ltd

0%
Wellard

XPD Soccer Gear Group Ltd

0% 0%
IVE Group Ltd

Aventus Retail Property Fund

2% 0%
Building IQ, Inc

2%
OneAll International Ltd

3%
Platinum Asia Investments Ltd

6%
Adairs Ltd

6%
Future Generation Global
Investment Company Ltd

9%
Kina Securities Ltd

Xenith IP Group Ltd

Absolute Equity Performance
Fund Ltd

Link Administration
Holdings Ltd

MG Unit Trust

19% 17% 17%
12%

Magnum Capital Pty Ltd

(4%) (6%) (8%)
(10%) (11%) (13%) (13%) (15%) (15%)
(18%)

Premiere Eastern Energy Ltd

3.4

Temple and Webster

30.4

Anacacia Capital

Wealth Defender Equities Ltd

210.0%

Private equity owner
(if applicable)

McGrath Holding Company Ltd

30.0%

Australian Finance Group Ltd

8.0

Shriro Holdings Ltd

230.0%

GARDA Diversified Property Fund

4.0%

Ellerston Asian Investments Ltd

31-Dec-15
closing
price

Millenium Services Group Ltd

Day 1
closing
price

Company name

(23%)

(77%)
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The private equity debate

2015 overview
Financial sponsors have traditionally been an important
driver of IPOs in developed markets and have made an
impact in Australia in recent years. The two largest floats
in 2015 were portfolio companies of private equity firms
Pacific Equity Partners and co-owners ICG & Macquarie
(Link Group), and Bain Capital (MYOB) – both exit-ready
and high-quality assets. Link’s shares were up 17% at
the end of 2015 and continued to exceed expectations
at the time of publishing this report.
The majority of exits came from domestic private equity
houses including Next Capital, Ironbridge, Anacacia,
Wolseley and Catalyst. For the year, private equity firms
completed 16 exits via IPO with market capitalisation
of $8.0bn and capital raised of $3.9bn. These IPOs
represent 46% of listing totals (by market capitalisation)
in 2015. Three listings – Appen with 230%, BWX with
138%, and Baby Bunting Group with 70.7% – were
among the top performers for the year.
Following recent high profile failures, media
commentators and investors have questioned the quality
and the performance of private equity-backed IPOs in
Australia. Our findings, consistent with AVCAL research
and studies in December 2015 show that private equity
exits over a longer period have on average exceeded
non-private equity IPOs. Private equity-backed IPOs for
the last three years have on average delivered returns of
47.6% (28.4% weighted by market capitalisation).
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Performance to date of 2013, 2014 and 2015 listings		
2013

2014

2015

All

Simple average

18.8%

70.1%

39.6%

47.6%

Weighted average

18.5%

41.9%

16.5%

28.4%

ASX 200 performance

15.1%

1.1%

(2.6%)

13.9%

Standout sectors
Technology was the dominant sector in private equity
listings, consistent with the overall IPO market. TMT
listings accounted for $1.8bn of capital raised (48% of
raisings) and more than half of private equity market
capitalisation on account of Link Group and MYOB.
While Link shares were up more than 20% at the start of
February 2016, overall performance among private equitybacked listings has been dragged down by MYOB which
was the second-largest listing of the year. Despite Bain
Capital, the US private equity firm, having retained its 57%
equity subject to strict escrow conditions, the stock has so
far failed to impress investors. UBS has reportedly recently
upgraded the stock to 'buy' from 'neutral' saying the shares
are inexpensive relative to peers. There was also limited
top-line earnings risk for the upcoming results and risks to
2016 financial year numbers were largely priced in.2

2 "Taking a second look at MYOB Group." Australian Financial Review. 16 February 2016

2015 Private equity/Private investment firm-backed IPOs - Performance to date
Private
equity
firm

Anacacia
Capital

250%

230%

Alceon/
TDM
Quattro
Magnum
Asset
Capital Management Capital

Macquarie
Ironbridge Hwazon
Equity
Capital Investment Partners

Next
Capital

Paine &
Partners

26%

21%

Pacific
Equity
Catalyst
Partners,
Exto
Investment
ICG,
Macquarie Managers Partners

Wolseley
Private
Equity

Bain
Capital

Advent
Funds

Macquarie
Capital
Group

Movement since issue

200%
138%

150%
100%

71%
52%

50%

46%

37%

35%

17%

6%

2%

0%

0%

-11%

Appen
Ltd

BWX
Ltd

Baby
Gateway Eclipx Traditional Hazer Vitaco Costa
Link
Adairs Building
-50%
Bunting Lifestyle Group Therapy Group Holdings Group Administration Ltd
IQ, Inc
Group Ltd Group
Ltd
Clinics Ltd
Ltd
Ltd
Holdings Holdings
Ltd
Ltd
ASX 200 Performance (-2.6%)

IVE
Group
Ltd

-13%
-23%
MYOB Integral Temple
Group Diagnostics and
Ltd
Ltd
Webster

Note: Based on closing share price on 31 December 2015

4047
4388
Other notable sectors included consumer goods and
services, with three exits accounting for 14.1% of total
4985
market capitalisation and average year-end gains of
36.3% (including Next Capital's float of Vitaco). Three
retail listings totalled 8.6% of private equity-backed
market capitalisation and average gains of 17.7%.

It would appear these performances reflect the market’s
evolving view of the future earnings potential and growth
opportunities of these businesses and the industries
they operate within, without specific disclosure from the
businesses altering the strategy or financial guidance to
that presented at IPO in their prospectuses.
Private equity outlook
Overall, private equity firms brought some sizable
companies to market in 2015, presenting investors
with a number of value opportunities. Entering 2016,
however, similar listings and exits through public
markets may be more subdued, and will face increasing
competition from inbound M&A. Regaining investor
confidence will be key for the industry as several general
partners line up companies for their market debut.

Value ($m)

The cloud accounting software vendor was one of
Private equity exits: IPO vs trade sale
only three private equity-backed IPOs in 2015 to
12,000
record negative performance since listing to year end,
Trade
the others being online furniture retailer Temple
and sale 10,000
Webster (-23.2%) and medical imaging provider Integral
2408
8,000
Diagnostics (-13.4%).

$11,189

$8,006

$5,631

6,000

$4,388

$4,047

$4,985

4,000
$2,408
2,000
0

2012
IPO

2013

2014

2015

Trade sale

Alternatively, dealmaking and trade sales will play an
important part in private equity exits this year. Sales to
strategic buyers have increased year on year as proceeds
from public listing exits decline. This trend could
become more entrenched as fund managers realise that
their portfolio companies may generate more value
to shareholders and the market as part of a bolt-on
to a larger corporate than through an IPO. Headlines
covering the potential $1bn IPO for KKR-backed
GenesisCare, Australia’s largest radiotherapy services
provider, have been prevalent since the first half of last
year. There is now increasing talk of lead managers
UBS and Macquarie working with GenesisCare on other
funding and strategic partnering options.
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The listed market is not
an end point
Insights from Quadrant Private Equity
Quadrant Private Equity has a strong IPO track record
among Australian private equity firms: three of its IPOs
since 2013 were tracking 130% above their issue price
at the end of 2015 (APN Outdoor, iSentia Group, Burson
Auto Parts). While there is no magic formula for growth,
financial sponsors and companies coming to market
can take a number of measures to increase the odds of
a successful listing. Discussing these issues, Quadrant
Executive Chairman Chris Hadley sheds some light on
industry trends and best practices.

the business, know the trends shaping their respective
industries, and fashion the best exit route to maximise a
return for shareholders.

Levers of growth
An IPO is often viewed as the culmination of an
investment, the period when years of operational and
financial support will either pay off or end in lost value.
However, the listed market should not be viewed as
an end point, but rather part of the journey of buying
a company, managing the asset, and creating solid,
sustainable growth for the future owners.

Best practices in value creation and exits
Financial sponsors in Australia are generally finding quality
businesses to invest in and bring to market – companies
with good brands and excellent market positions, that
provide value to shareholders and investors. Transactions
today are also much more sensible than they were 10
years ago, when there was more money in the market and
there was a higher tolerance for risk-taking. Today, risk is
priced more effectively, and GPs are paying reasonable
prices for businesses and providing stable returns for
limited partners.

Within any portfolio company, owners and financial
sponsors want to fashion levers of growth – they should
focus on creating multiple means to expand the business,
grow revenue, and increase the value of the business. As a
case in point, after five years under management, Burson
Auto Parts was ready for the market with rollout growth,
growth in terms of horizontal markets, and growth in
ability of the supply side (margin growth) – there were
various levers to pull to ensure growth was sustainable.
Creating these levers is essential to retaining institutional
support and access to capital. Quadrant sees this as
one of the most important aspects of its investment
and execution philosophy - given their reliance on such
support in the market to create liquidity, and their focus
on maintaining velocity of capital.
Beyond public markets
Not everything is destined for the public market. If a
company is unable to demonstrate a desired level of
growth (either historically or supportable in the immediate
future) and achieve quality status, the preference is
typically to engineer exit strategies via trade sale or a
secondary exit. GPs must make an honest assessment of
the business and determine if the company is defensive
enough and whether management is fully prepared to
operate as a publicly listed company. While Quadrant has
completed five successful listings in the past three years, it
has completed an equal number of sales for the reasons
mentioned above. Investment managers must know
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Running a dual track process is another option and one
that will create competitive tension between all parties
involved. Quadrant operated such a process while
planning its exit of APN Outdoor. Ultimately an IPO was
chosen due to timing, however having both options on
the table allowed the firm to avoid delays in the exit.

Chris believes that where private equity needs to make the
most improvement is in its public image. The shake-out of
general partners over the years has resulted in improved
returns for limited partners and at the end of the day, and
entrepreneurship has been the beneficiary. The Australian
private equity funds are amongst the top-quartile of
performers globally. However, a high profile collapse,
such as Dick Smith, or a poor performer typically gets an
unfair share of coverage, ignoring the success stories that
actually make up the majority of activity.
Retaining a stake
The general position and perception in recent years is
that private equity firms will typically completely exit the
business upon listing. However, the market is starting
to expect some of these vendors to stay involved longer
post-IPO, particularly to deliver the prospectus outlook and
often to maintain continuity of leadership. As such, private
equity firms will need to warm up to the idea of holding
more skin in the game outside traditional two to three
year sell-down windows.
This is going to depend on the company and how
attractive it is. With Virtus, Quadrant initially intended to
keep 30% over the escrow period. However, the company
was nine times over-subscribed during the book build and
was convinced by the institutions to sell down completely.

On the buy-side, 2016 could be a busy year as
cashed-up private equity firms put up to $5.5bn in
capital to work making acquisitions amid heated
competition from domestic strategics.3 International
buyers will put additional pressure on GPs as the falling
Australian dollar provides impetus for further inbound
M&A from offshore private equity firms.
Opportunities for private equity will likely be found in
companies undergoing succession planning and looking
for management expertise to carry on the business as
founders realise their investments. In addition, the turn
of the cycle and ongoing volatility could drive further
public to private opportunities across Australia.
Anacacia Capital is an example of a private equity firm
focused on the SME segment. Anacacia recently invested
in niche building products company Big River. The firm
also invested in Appen, initially when it was private in
2009 and then again post-IPO in 2015 through its Wattle
Fund which invests in listed companies. According to
Jeremy Samuel, Managing Director of Anacacia, strong
institutional demand is expected for Anacacia’s Private
Equity Fund III that is likely to commence fund raising late
in 2016 targeting $250 million.

"Private equity-backed IPOs have once again
been a significant contributor to IPO activity
in 2015. Our analysis shows that had you
invested in every PE-backed float from the
start of 2013, you would today be sitting
on a portfolio return of 48%"4
Ian Turner, Head of Transaction Services
Changing expectations
Herbert Smith Freehills Partners Philippa Stone and Philip Hart discuss changes to
‘skin in the game’ requirements and continuing scrutiny of IPO disclosure from ASIC
in the year ahead.
Vendor sell-downs
Recent coverage of unsuccessful private equity-backed listings will once again
sharpen institutional investors’ focus on the key fundamentals of businesses
seeking to IPO. Being confident in the senior management team and their ability
to deliver on their vision for the business in a post-listing environment will be key
for investors. Some investors may also be less inclined to participate in IPOs where
vendors and promoters do not remain on board in some capacity post-listing.
Longer lockup and escrow periods, as well as more limited early release triggers,
are possible as investors become more vigilant in ensuring that vendors stand
behind the companies they are listing. In this, we expect that Australian
practice will continue to fall into line with more stringent sell down and escrow
requirements that are common in overseas markets.
The importance of private equity firms remaining active in their portfolio
companies, even after IPO, is that, aside from adding confidence to the transaction,
they provide input that would be missing if they fully exited. It may be operational
support or bringing strong business acumen and financial discipline to the board
room, but that presence and contribution does not go unnoticed by investors
seeking continuity of leadership post-listing.
ASIC update
On the regulatory front, 2016 could see a continuation of ASIC’s proactive
approach to scrutinising public listings. IPO disclosure and a focus on financials will
continue to come under the watchdog’s spotlight, as will the due diligence and
verification processes undertaken by IPO hopefuls.

3 “Cashed up private equity firms set for busy 2016.”
Australian Financial Review. 16 December 2015.
4 As at 31 December 2015

This means management teams and financial sponsors will need to clearly
demonstrate their earnings history and prospects, as well as explain their business
model in greater detail. They will also need to adopt a rigorous due diligence
process that can withstand ASIC’s scrutiny as ASIC, alongside institutional investors,
embarks on more granular due diligence of companies coming to market in 2016.
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Sector spotlight

Tech IPOs: Up, up and away
The technology, media, and telecommunications (TMT)
sector in Australia far exceeded expectations in 2015
particularly given the backdrop of a slow year on the
US markets where IPO activity declined in part due to
the availability of private late-stage funding options and
the convergence of valuations. In Australia, TMT IPOs
have provided convincing evidence that the country is
shedding its image as a resource-dependent market.
There were 27 listings in this sector on the ASX (market
cap $6.5bn) representing 37% of all listings.
While MYOB,the second largest ASX listing of the year,
continues to trade below its issue price (10.7% down
to 31 December 2015), the overall performance of tech
stocks in 2015 continues to impress, up 19.9% for the
year. The top two are home-grown start-ups, Appen and
REFFIND, with gains of 230% and 210% since listing.
Furthermore, the TMT stocks in our 'Class of 2014' have
posted average gains of 117% from listing to year end
2015. The most notable performers being Catapult
Group International (sports analytics), oOh!Media Ltd
(advertising) and iSentia Group (media intelligence),
respectively up 250.9%, 144.6% and 136.8%.
Also noteworthy is the cross-border activity in the
sector, with six of the listings in 2015 coming from
overseas companies. Although the majority of these
listings are Asia-Pacific-based, and we expected to see
a rise in these listings in 2015, two of these were US
domiciled companies, namely Updater Inc and Building
IQ. Although not operational in Australia and with no
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"A question often debated by Australian tech
companies is whether to list here or on the
NASDAQ. With the volume of super money
here and valuations in the Valley coming off,
there is an increasing openness to doing so in
Australia"
Damien Tampling, Deloitte Head of TMT Mergers &
Acquisitions

immediate plans to be, Updater sees the ASX as a good
market to list en route to a future Nasdaq listing.
From a global perspective, it has been a positive couple
of years for the industry, with average valuations
multiples reflecting the exponential growth and the
quality of the stocks – with plenty of fundraising
options available, IPOs were not always the preferred
route. However, there is talk that this may change as
less availability of private funding may prompt more
companies to face the scrutiny of the public markets.
There are also positive prospects for home-grown startups, as the prime minister announced in December
2015 that the government will invest $1.1bn to fund
Australia’s ‘ideas boom’ over the next four years, and

there couldn’t be a better person to spearhead this
than Bill Ferris AC (founder of Australia’s first venture
capital company and co-chairman of CHAMP) who
now chairs Innovation Australia.
Despite the recent market turmoil stoking fears over
a ‘tech wreck 2.0’, 2015 saw the Australian 'saviour'
of the US tech market, Atlassian, complete an initial
public offering on the NASDAQ, which valued the
company at over US$4.4bn. There is obvious scope
for further IPOs from a growing list of Australian
start-ups, many of which have sought late-stage
funding recently. The likes of WiseTech Global, Envato,
Campaign Manager, Hotels Combined, Canva and
ROKT have been often talked about as future potential
'unicorns' (companies expected to be valued at above
US$1bn) by venture capitalists.
Like Atlassian, one of the big questions that plagues
founders of large, Australian-headquartered technology
companies with a global presence is whether to list
here or (typically) on the NASDAQ. With the volume of
'super money' in the system here, there is an increasing
openness to doing so in Australia – this is compounded
by evidence that a NASDAQ listed company quickly and
inevitably 'loses its roots' (i.e. becomes very much a US
company in its leadership, culture and general modus
operandi). In response, some founders are seeing this as a
form of 'giving back', following in the footsteps of SEEK,
Ozforex and Carsales, to create local icons and spur on
other budding Australian entrepreneurs.

Healthcare: Cutting the supply?
During 2014, the healthcare industry saw eight listings
at a market capitalisation of almost $7bn, second only
to financial services, representing 27% of 2014 total
market cap. Healthscope, Regis Healthcare and Estia
Health were the cornerstone of healthcare listings in
2014, and since coming to market, 2014 healthcare
stocks have increased by an average of 33.1% in value.
IPOs over $75m market cap were able to attract NPAT
valuation multiples of 22x NPAT on average, a signal
of the investor community's views on the quality and
growth potential of these companies.
2015 saw continued strong volume of new listed
healthcare stocks, with a focus on niche offerings with
an average market capitalisation of $65m. Stock has
performed above the market, with an average return of
13.5% to date.
More recently, the sector has been subject to regulatory
pricing uncertainty as a result of the ongoing Medicare
Benefits Schedule review and funding cuts flagged in the
recent mid-year economic outlook for imaging, pathology
and aged care. The private sector has remained bullish on
its ability to absorb the impacts, however uncertainty will
remain until the measures are introduced later in the year.
The Federal Government’s focus on incentives, however,
is driven by the continued demand for healthcare services
in Australia, as it seeks to delicately balance budgets with
patient care levels. The sector continues to demonstrate
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macro tail winds that make it attractive to investors,
with technological innovation now at the forefront of
emerging themes as operators seek to deliver sustainable
earnings growth.
We anticipate healthcare transactional activity to remain
strong in 2016, with the IPO exit route tipped to face
strong competition from offshore strategic buyers.
Trending sectors: Financial services
The financial services sector continued to see positive
year-on-year performance, with 2015 stocks increasing by
an average of 18% since their dates of listing. Excluding
Medibank ($5.6bn), market capitalisation of listings has
remained consistent between 2014 and 2015 in financial
services at $2.9bn, supported by a consistent earnings
multiple over the period. The standout performers during
the year were Eclipx Group (vehicle leasing) and Pepper
Group (non-bank lender), which had performance to 31
December 2015 of 45.7% and 34.6%, respectively.
The strong performance of Pepper to the end of the
year may see other non-bank lenders and financiers
coming to market. In addition, we may see a number
of the larger insurance brokers consider a public
offering, with earnings multiples achieved in the recent
listing of PSC Insurance Group an attractive lure.

Sector performance to 31 December 2015
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During 2015 many of Australia’s established financial
institutions announced that they were establishing
venture funds or investment pools to tap into the
growing financial technology sector. Given the
Australian government recently announced a series
of support packages aimed at innovation in this area,
we expect that 2016 financial services listings will
be a mixture of traditional companies and fintech,
particularly in the payments sector, with global, secure
payments expected to increase by 150% in 2016.

business, State Plus (formally State Super Financial
Services), which is rumoured to be running a dual-track
exit process via a trade sale or listing.

2016 is likely to see an increasing number of financial
spin-offs as financial institutions look to hone in on
their core business. This has recently been witnessed
in the banking sector, where we have seen the sale
of 80% of the insurance business of MLC Limited to
Nippon Life and the UK listing of Clydesdale bank by
NAB. Many of the larger financial institutions have life
insurance and other potential non-core businesses that
they may look to divest over the coming year, with
an IPO presenting one attractive option. A number
of Federal and State Government privatisations are
also under consideration in 2016 – one such being
the proposed sell-off of STC-owned financial planning

The recent volatility in global capital markets,
particularly affecting the largest financial institutions,
has been driven by global levels of bad debt and
a number of underwhelming results this reporting
season (Suncorp recently reduced its dividend by
21%). Should global volatility continue, this may
have an adverse impact on the financial services
IPO market. However, we have seen time and again
that even in volatile times, it is quality that investors
turn to and, so long as listings have a robust growth
story to tell, strong fundamentals and ensure that
forecast earnings are achievable, an IPO can still
be successful.
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IPOs across Australia and
overseas listings
Geographical spread of IPOs – Listings and market capitalisation
Overseas IPOs and market capitalisation 2015
China: 5 listings - $791m
Singapore: 3 listings - $212m

Queensland

USA: 2 listings - $170m

2014		

2015

Other: 3 listings - $282m

7 listings

8 listings

$1.3bn		

$564m

New South Wales & ACT
Western Australia
2014		

2015

8 listings

8 listings

$246m		

$922m

2014		

2015

30 listings

42 listings

$6.3bn		

$7.8bn

Victoria
South Australia
2014		

2015

1 listing		

2 listings

$33m		

$402m

2014		

2015

23 listings		

24 listings

$17.1bn		

$6.4bn

Tasmania
2014		

2015

2 listings

n/a

$509m		
Outside of New South Wales and Victoria, the remaining
states (including Western Australia, Queensland, South
Australia and Tasmania) had 18 listings in both 2014
and 2015.
Despite a general slowdown in business activity in the
state, Western Australia continued to impress both
in terms of volume in 2015 and market capitalisation
– the two largest listings in the state were Australian
Finance Group and Wellard Limited. Queensland,
on the other hand accounted for eight IPOs during
the year with an average market capitalisation of
c.$70m and average capital raised $30m. And it was
an impressive performance two years in a row – after
delivering some exceptional stocks in 2014 (the likes
of Mantra Group, Surfstitch and Anatara Lifesciences),
performance across all listings averaged 68% to 31
December 2015. Other noteworthy listings across the
states include the South Australian Beston Global Food
Company in 2015.

It would be remiss here to not acknowledge Bellamy’s
Australia, which listed on the ASX in August 2014.
The stock was up 65% at December 2014 – the share
price has since seen staggering climbs, closing 2015
approximately 1,200% above its issue price. Bellamy’s
Australia owns Bellamy’s Organic, a Tasmanian brand
selling certified organic infant formula and baby food.
Overseas listings continued to increase in number on
the ASX, with 13 foreign companies with a combined
market capitalisation of $1.5 billion listing here. Ten
of the 13 came from the Asia-Pacific region, including
China, Malaysia, Singapore and PNG. In addition, there
were two listings of US-domiciled tech companies as
discussed earlier, Updater and Building IQ.
Interestingly, the overseas companies only raised
$265m in capital representing less than 20% of the
equity value on listing – this is often a feature that
distinguishes the ASX from other dominant exchanges,
with considerably less onerous free-float requirements
compared with some of the Asian exchanges.
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Trends shaping the ASX in 2016
Asia-Pacific exchanges remain strong
While global IPOs in 2015 failed to surpass the
record-breaking levels of 2014, the Asia-Pacific region
dominated with 54% of global listings and 41% of
capital raised, with several of the year’s largest IPOs
coming to market, led by triple listings from Japan Post’s
bank, insurance, and holding companies in October.
Hong Kong stood out as the pre-eminent exchange
in the region, even as exchanges in China suspended
activity throughout the second half of 2015. The
HKEx had 123 listings raising $38.8bn with market
capitalisation of $209.7bn. Sentiment remains strong
for the year ahead as a solid pipeline builds, adding a
degree of positivity that yet another surge in new listings
could be a central theme for the HKEx in 2016.
Comparatively, Singapore’s bourse (SGX) has seen an
alarming slowdown in offerings, dropping from 27
IPOs raising $1.7bn to three listings raising just $162m
in 2015. The drought of listings has seen the SGX slip
behind its less developed neighbours across Southeast
Asia, including Thailand. Regionally, given depressed
oil and commodity prices and the possibility of further
increases to interest rates in the US, sentiment may
remain weak, at least in the short to mid-term.
China driving consumer demand
The importance of Asian consumers is shifting from
an ancillary to dominant part of business strategies
for Australian companies. This has been evident in the
food and beverage space, where Bellamy’s Australia
has been riding the wave of Chinese demand. The food
and beverage company owns the nation’s leading line
of organic infant formula – a product in high demand
in China given recent milk scandals – and has witnessed
stock price increases of 1,200% since listing in August
2014 as it expands into the Chinese market.
Stock exchange comparison 2015
(all figures in AU$)

Number of
listings
Value of listings
($m)
Market
capitalisation
($m)

ASX
(Australia)

SGX
(Singapore)

HKEx
(Hong Kong)

97

3

123

8,876

162

38,775

17,521

393

209,667

Note: Data compiled from Thomson Reuters, Mergermarket, and
various media reports
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Vitamin producer Blackmores has likewise seen
impressive growth in recent years as it rolls out a line of
infant formula geared toward the China market. Shares
have been increasing since mid-2014, and analysts
anticipate stock prices, which had surged over 400%
since January 2015, to rise further during 2016.
There has been growing interest from both Australian
and Asian companies involved in food manufacturing
and distribution. SunRice is one such company which
reportedly plans to IPO sometime in 2016. The
NSW-based company will use IPO proceeds to diversify
its business portfolio and focus on expanding exports
in Asia.
Conclusion: The IPO market in 2016
At the start of 2016, it is safe to say that the window for
listings remains open. As of 23 February 2016, the ASX
website shows around 10 IPOs to date, with a further
17 potential listings over the next few months. On the
demand side, fund managers remain well equipped
with firepower to invest in IPOs given superannuation
structures. High net worth individuals with ample
liquidity will also join the pool of investors in 2016.
2016 will also see a continuation of the current low
interest rate environment. While interest rates rise in
the US, albeit slowly, Australia has yet to follow suit,
and current expectations hold that such increases are
unlikely to happen until late 2017 at the earliest.
However, one of the main themes that may define
IPOs in 2016 will be innovation. While hopeful tech
start-ups looking to follow the path of Atlassian’s listing
success, companies that provide solutions for Australia’s
aging population and those that can tap into Chinese
consumer demand will also present value propositions
for investors. These innovators will continue to crowd
an already promising pipeline on commitments from
the Turnbull administration to promote the start-up
community in Australia and implement tax breaks for
investors in industry innovators as the search for the
'next big thing' becomes a key driver for investing and
IPO activity in 2016.
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