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Foreword

Australia’s mid-market shows its strength as dealmaking returns to pre-pandemic levels

despite a slower recovery in the broader deal market.

In our annual Dealmakers report, 38% of respondents
expected Australian M&A to return to pre-pandemic levels
by the end of 1H21, 23% forecasting by end of 2021, and the
residual of 38% expecting this to be during calendar year
2022. Looking at totals for the half year, it seems that whilst
progress is being made, there is still ground to be covered
over the balance of 2021.

Indeed, at the half-year mark, Australian M&A is a tale of
two totals:

- Values (AU$110bn in 1H21) which have closed significantly
higher than annual totals in 2020 (AU$72bn) and even
pre-pandemic 2019 (AU$87.6bn); and

- Volumes which are struggling to catch up. Despite a
robust M&A market at the end of 2020, overall deals
declined in 1H21 (447 deals) and are far from the 1H19
total (551) that would mark a true recovery in the market.

Australia’s mid-market (deals valued between AU$10m and
AU$250m), on the other hand, seems to be aligning with
dealmaker expectations. Values recovered to pre-pandemic
levels and volumes were only slightly behind: down 5% from
1H19, compared with 19% for the Australian M&A market as
a whole in that same time period. Promising pipelines and
deal intentions suggest that the second half of 2021 could
see further M&A as dealmakers look to the mid-market for
opportunities.

We are very optimistic that
Australian dealmakers will
continue to be active. Pre-
announced deal volume across
1H21 are much higher than in
2020 (as tracked by the SS&C
Intralinks Deal Flow Predictor),
which will translate to an increase
in announced deals in 2H21.
We are already on an upward
trajectory as we enter Q3 after
seeing an increase in early-stage
M&A. These are unique times,
and market sentiment has made it
clear that no dealmaker wants to
be caught sitting on the sidelines!

Indeed, 2H21 holds much promise for the mid-market

and overall dealmaking. Economic growth has bounced
back, and Australia’s fundamentals, robust IPO market and
increasing consumer confidence — put it in rare company as
an investment destination. These matched with its mature
dealmaking industry mean that M&A deals can still get
done, whatever the conditions and for whomever has the
resolve to see them through.

Australian M&A: Deal segments by volume

B Small cap (<AU$10m) B Mid-market (AU$10m-$250m)
Bulge bracket (> AU$250m) B Deals with undisclosed values
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Australian M&A: 1H21 snapshot

Despite a robust M&A market at the end of
2020, overall deals declined in 1TH21:

120,000
This sharp turn may suggest that ambitious dealmakers
who pressed on with M&A in 2020 have been replaced
by a more cautious group of buyers. Many may be
awaiting greater visibility on Australia’s vaccine rollout 100,000
and whether further lockdowns will be imposed
Closed borders and political decisions to restrict travel -
until mid-2022 may also be a deterrent, particularly for 5 80,000
greater inbound deal flow 2
Competition from public markets could also have S
contributed to decreasing deals to some extent: The E
robust IPO market that began in 4Q20 saw record listings g 60,000
and has remained hot for most of 2021
40,000
20,000

1H21 deal volume declined from
pre-pandemic levels in 1H19 (551 deals)

Australian M&A
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Global M&A

Foreword

Carrying forward momentum from 2020, Global M&A
global M&A in 1H21is showing its strength:

5,000,000 20,000

« Low interest rates, strong corporate earnings and
economic growth in the US, Europe and Asia could see
an M&A boom to year-end

Australian M&A

- International dealmaking contributed to overall totals in 4,000,000 15,000
1H21 as cross-border M&A staged a comeback from deep
declines earlier in 2020
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Deal drivers: Economic strength
and the mid-market

Australia’s key strength may lie in its
economic resilience, now proudly back in
positive growth territory:

« In1Q21, the Australian economy expanded by a real 1.8%

— no small feat considering Australia’s rich world peers
are on average smaller than before the health crisis

Inbound
« Private investment and household consumption are deals
leading a domestic-driven recovery, with the M&A market
reflecting this trend as greater numbers of deals are

being done between domestic participants
« Australia’s mid-market has also helped in this drive,

accounting for almost half (43%) of deals with disclosed
values in TH21

deals

**Quter circle — 1H21; Inner circle — 1TH19
« Further dealmaking could unfold as larger corporations
and multinationals transition out of survival mode, using

mid-market M&A as a growth driver Australian M&A: Mid-market trends

Australian M&A: Domestic and inbound deal volumes
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« The mid-market proved its resolve during the pandemic, 12,000 200
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Investor focus: Foreign inbound and private equity

While inbound M&A is noticeably lower than
before the pandemic, foreign dealmakers
continue to leverage technology to navigate
the new M&A environment, driven by
confidence in the ongoing positive Australian
outlook. Conversely, despite expectations

of a busy year, private equity continues to
remain largely seated on the sidelines:

Despite border closures and limited inbound travel,
foreign dealmakers still participated in 29% of deals in
1H21, and almost a quarter (23%) of deal dollars were from
offshore buyers

Compared to 1H19, inbound volumes in 1H21 declined
37% although inbound values have increased 77%

Total private equity (PE) deals in 1H21 decreased 39%
in volume but increased 134% in value from 1H19 — and
overall PE activity accounted for a nominal 6% of total
Australian M&A

Mid-market PE activity in 1H21 was 7% higher in value but
42% lower in volume compared to 1H19

Australian M&A: Foreign inbound deals
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Sector watch

Mid-market TMT M&A is leading the way as

dealmakers use tech deals to drive digital
transformations to adapt to the challenges
of the pandemic and an increasingly
complex business environment. The
energy, mining and utilities space also saw
abundant deals as companies actively
reassess strategies, selling assets to fund
recovery efforts or exiting businesses that
may not align with ESG frameworks.

Whilst insolvencies and
restructurings are rising, activity
has not been as robust as
expected, after insolvency
moratoriums were lifted earlier
this year. Only time will tell what
we see in 2H21, although stress
in tourism and consumet/retail
should provide ample room for

consolidation and value creation.

SACHA MADDEN
SALES MANAGER
INTRALINKS AUSTRALIA & NEW ZEALAND

Australian mid-market M&A: Sector volume and value (1H21)
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About

P\ Mergermarket

An Acuris company

Mergermarket is an unparalleled, independent mergers & 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.

Acuris Studios, the events and publications arm of Acuris, offers a range of
publishing, research and events services that enable clients to enhance their
brand profile, and to develop new business opportunities with their target
audience. To find out more, please visit www.acuris.com/publications

Simon Elliott
Global Managing Director, Acuris Studios
T: +44 20 37411060 | E: simon.elliott@acuris.com

dealogic

Dealogic offers integrated content, analytics, and technology via targeted
products and services to top financial firms worldwide. Whether working in
capital markets, sales and trading, banking, or compliance, firms rely on the
Dealogic platform to connect and more effectively identify opportunities, execute
deals, and manage risk. With more than 30 years’ experience and a deep
understanding of financial markets, Dealogic is a trusted global partner.

For further information, please contact:

Nisha Bharadwa
Media Engagement, Dealogic
T: +44 20 7440 6178 | E: nisha.bharadwa@dealogic.com

Raquel Mozzer
M&A Research, Dealogic
T: +1212 577 4524 | E: raquel.mozzer@dealogic.com
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About Pitcher Partners

Pitcher Partners has the resources and depth of expertise of a major firm, but with a boutique firm feel.
We give our clients the highest level of personal service and attention. That’s the difference.

Pitcher Partners is an association of accounting and business advisory firms located in Adelaide, Brisbane, Melbourne, Newcastle,
Perth and Sydney. We have a strong reputation for providing personal service and quality commercial advice to our clients across /1

a broad range of industries.

We specialise in working with middle market businesses in Australia, including privately owned, foreign controlled, listed, government owned
and not-for-profits. Our clients require high technical standards, matched with a personal understanding and involvement in their affairs.

Each Pitcher Partners firm is also an independent member of Baker Tilly International, one of the world’s leading networks of
independently owned and managed accountancy and business advisory firms. Our strong relationship with other Baker Tilly International

member firms has allowed us to open many doors across borders for our clients.

Our commercial services to businesses

Australian statistics

120+ partners

1,300+ people

6 independent member firms

Financial essentials Planning and growth Industry specialisations

Agriculture

Food and beverage

Government and the public sector

Health and aged care

Hospitality

Manufacturing

Not-for-profit

Professional services

Property and construction

Retail

Accounting and Business Advisory Services Business Consulting and Commercial Advice
Audit, Risk Management and Assurance Business Performance Improvement
Internal Audit Business Structuring
Recovery, Turnarounds and Insolvency Corporate Finance
Tax Advice and Compliance Corporate Governance

International Business Advisory
Estate Planning Investment Advisory Services
Family Office Management Succession Planning
Investment Advisory Services Superannuation Services
Philanthropy Services Tax Advisory
Succession Planning Technology and IT Consulting
Superannuation Strategies Valuations

Tax Advice and Compliance

Deal drivers:
Global M&A Australian M&A Foreword Contents

Economic strength
and the mid-market

Investor focus:

Foreign inbound and

Sector watch

private equity




Contents

Our global reach

Foreword

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 Experts across a wide range of industry and business

exceptional client service. sectors, each Baker Tilly International member firm
combines high quality services and in-depth local
knowledge.

Baker Tilly International

Every day, 36,700+ people working out of 740 offices, in 123 member firms across 148 territories 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. Sharing knowledge and resources, our business
approach brings together the power of the global
network to deliver exceptional results to clients globally.

Australian M&A
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North American European Pitcher Partners is an independent member of Baker o
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with other Baker Tilly International member firms,
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Pitcher Partners is a member of the global network of Baker Tilly International
Limited, the members of which are separate and independent legal entities.

® Pitcher Partners




Michael Sonego

Partner Melbourne
p. +613 8610 5485
e. michael.sonego@pitcher.com.au

James Beaumont

Partner Melbourne
p. +613 8610 5568
e. james.beaumont@pitcher.com.au

Andy Hough

Partner Sydney*

p. 612 92212099

e. andy.hough@pitcher.com.au

*Andy will join the Pitcher Partners firm
on 1 August 2021

Making business personal

Warwick Face

Partner Brisbane
p. +617 3222 8302
e. wface@pitcherpartners.com.au

Kieran Wallis

Partner Brisbane
p. +617 3222 8383
e. kwallis@pitcherpartners.com.au

Andrew Faulkner

Principal Adelaide
p. t618 8179 2800
e. andrew.faulkner@pitcher-sa.com.au

Pitcher Partners is an independent member of Baker Tilly International. Baker Tilly International Limited
is an English company. Baker Tilly International provides no professional services to clients. Each member
firm is a separate and independent legal entity, and each describes itself as such. Pitcher Partners is not
Baker Tilly International’s agent and does not have the authority to bind Baker Tilly International or act on
Baker Tilly’s behalf. None of Baker Tilly International, Pitcher Partners, nor any of the other member firms
of Baker Tilly International have any liability for each other’s acts or omissions. The name Baker Tilly and
its associated logo is used under license from Baker Tilly International Limited.

Adelaide Brisbane Melbourne Newcastle Perth Sydney

Pitcher Partners is an association of independent firms. Liability limited by a scheme approved under
Professional Standards Legislation. Pitcher Partners is a member of the global network of Baker Tilly
International Limited, the members of which are separate and independent legal entities.

PITCHER
PARTNERS

Steve Herlihy

Executive Director Perth
p. +618 9322 2022
e. herlihys@pitcher-wa.com.auu

Scott Edden

Partner Newcastle
p. 612 4911 2000
e. scott.edden@pitcher.com.au

@ bakertilly

NETWORK MEMBER

pitcher.com.au
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