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Foreword
Welcome to the 2018 instalment of KPMG’s annual Evolving Deals Landscape
survey report, representing a comprehensive examination of corporate Australia’s
attitudes and perspectives on deal activity over the coming 12 months.
The report draws on feedback from over 230
business owners, boards, chief executive officers
(CEOs), chief financial officers (CFOs) and other
senior executives from across Australia on the
outlook for deal activity. As this is the second
instalment of the Evolving Deals Landscape
survey, this report explores how these opinions
have shifted from the prior year, and the
differences across sectors and roles.
We undertook a comprehensive survey to capture
their views on a wide range of topics including
the factors driving Mergers & Acquisitions (M&A)
in their market, the main barriers to getting deals
done, the most important factors for deal success,
expectations on the overall cost of debt, and
where they will be investing. Together, they give
important insights into the thinking and planning
going on behind this country’s ever-changing deal
landscape – from buying, selling, fixing, funding
and partnering perspectives.

Off the back of a record year of announced deals
in FY18, the expectation of continued strong
deal volumes is a clear theme emanating from
respondents. This theme is also supported by
a strong start to FY19 where we have seen 21
completed deals already reported. Healthy signs
of activity across the mid-market is also being
supplemented at the top end of town, with
the emergence (and continuance) of the mega
$1billion transactions, such as the current market
bids for Investa Office Fund and APA Group,
hence we are anticipating another strong year in
deal value.
For companies looking to grow via acquisition,
in many instances, due to a lack of in-house
expertise, Australian businesses fail to appreciate
the full extent of what is possible (or not) in
diligently assessing or valuing the potential upside
in an evolving deal landscape. This is where
KPMG’s deal specialists think like an investor
and act like an owner, working alongside our
clients and delivering deep insights and expertise
to drive value.
We hope you find it insightful as you consider
M&A activity for the year ahead.
David Heathcote
National Lead Partner,
Corporate Finance,
KPMG
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M&A Outlook:

5

The survey results indicate a
forthcoming boom in M&A activity.
47 percent of respondents expect
an increase in M&A activity over
the next 12 months, up from 38
percent last year.

Boom times ahead?

Just 7 percent of respondents expect a decrease in
activity. Forty-seven percent expect it to remain steady,
which indicates an active year ahead given Australia
experienced a record-breaking year in FY18 with the
highest number of M&A deals (598) on record worth AUD
102.2 billion (mergermarket).

In the next 12-24 months do you envisage
undertaking any of the following?
43%

However, the number actually planning to undertake
M&A in the next 12 to 24 months was 43 percent. Many
thought they would grow organically (56 percent), but far
fewer (21 percent) expected to sell or divest part of their
business. These findings are also consistent with the
KPMG M&A Predictor which forecasts a continuance of
the robust deal volume experienced in Australia over the
past year.

Merger or acquisition

21%
Sale or divestment

17%
Initial public offering or equity raising

27%
Debt (re)financing

41%
Alliance, joint venture or other partnering arrangement

“Organic growth in the current economic environment
is not sufficient to meet the growth aspirations of
many boards and management teams. In many
instances M&A represents the best opportunity to
meaningfully increase capability, scale and breath of
offering. With many corporates aggressively pursuing
M&A opportunities, doing nothing may mean going
backwards.”

34%
Performance improvement, restructure or company turnaround

56%
Organic growth

12%

Peter Turner
National Lead Partner,
Mergers and Acquisitions,
KPMG

None of the above
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Those on the acquisition trail are mostly looking to grab market share,
with 40 percent of respondents choosing this as a driver for M&A.

YOY comparison of steady, increase, decrease
“The acquisition appetite
of corporates will remain
firmly underpinned by
strong strategic fit, with
a growing trend towards
outbound investment for
larger-scale companies,
as domestic opportunities
become increasingly limited.
In addition, corporates will
continue to assess and
streamline their portfolios
which is likely to result in more
carve outs of non-core assets.”
Helen Sutherland
Partner, Mergers and Acquisitions,
Industrial Markets,
KPMG

STEADY

INCREASE

DECREASE

Again, there were some differences in what is driving M&A between
the sectors.
In the ENR sector, opportunistic targets becoming available is
expected to drive M&A (45 percent). Last year the lead driver was
favourable asset prices (55 percent), while this year only 23 percent of
ENR respondents pointed to this.

Astrid Raetze
Partner, Financial Services and
Regulatory, KPMG Law

“Accordingly, the need for
traditional businesses to adapt
has never been more apparent,
and we expect to see some
very bold strategic decisions
as Boards, driven by both
consumer and shareholder
sentiment, look to adapt their
business models so as to
remain competitive.”
Dan Teper
Partner, Mergers and Acquisitions,
Financial Services and Technology,
Media and Telecommunications,
KPMG

Main factors driving M&A
30%
Technology advancements/disruption

11%
Favourable asset prices

10%
Surplus credit/cash flow available

40%
Market share consolidation

18%
Better economic conditions

13%
Low interest rate environment

46%

46%

38%

47%
16%

“The financial services industry
is facing a perfect storm
of disruption – regulatory
changes, community focus
on conduct, increasing
digitalisation – which all means
we will see incumbent players
invest and divest assets. It
will also provide significant
opportunity for FinTech. There
are interesting times ahead.”

Industry consolidation was the next most popular driver for M&A (38
percent), followed by an opportunistic target becoming available (36
percent).
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2017

2018

2017

2018

2017

7%
2018

However, the outlook varies across sectors. Energy and Natural Resources
(ENR) companies are extremely positive about the year ahead, with 74 percent
predicting an increase in M&A activity, a 20 percentage point increase from the
previous year. Financial Services was also positive about the outlook for M&A,
with 48 percent expecting an increase in activity.
At the other end of the scale, organisations in the Health, Ageing and Human
Services sector were much less positive about an increase in activity (29 percent).
Whilst only 11 percent of those in the broader corporate sector (consumer,
retail, business services etc.) thought they would actually undertake a merger or
acquisition in the next 12 to 24 months, they were generally positive about the
outlook for M&A (42 percent expecting an increase in M&A activity).

Expecting an increase in M&A
activity by sector

“Energy and resources buyers are absolutely on the look-out
for opportunistic targets – knowing they need to be ready to
pounce as valuable assets become available. Private equity and
corporates alike, are already running the ruler over their ideal
targets and tell us they want to be ready when assets come to
market. Those with more confidence are aggressively targeting
what they want. Vendor’s expectations have increased from last
year, particularly with resources assets in the stronger performing
commodities.”
Nick Harridge
Partner, Transaction Services,
Energy and Natural Resources,
KPMG

New entrants, tech or innovation by industry

47%
Corporate

32%
Energy and Natural Resources

62%
42%
Corporate

74%
Energy and Natural Resources

48%
Financial Services

29%
Health, Aging and Human Services

33%

Financial Services

43%
Health, Ageing and Human Service

22%
Property and Construction

44%
Other

18%
Enhance intellectual property or acquire new technologies

19%
Enter into new lines of business

23%
Expand customer base

25%
Expand geographic reach

19%
Acquiring additional elements of the supply chain

38%
Sector convergence/industry consolidation

36%
Opportunistic-target becomes available

In Financial Services, technology advancements
and disruption is clearly a factor, with over a third
of
39%companies in the sector (36 percent) citing
it as risk
a reason
forinorganic
increasing
Board
appetite for
growthM&A activity, six
percentage
points
above
the overall average.
56%

Main barriers to M&A

Assets too expensive

Respondents in this sector also said they
27% experiencing new entrants, technology
are
Liquidity or availability of credit
or innovation disrupting traditional business
12%
models
(62 percent). Increased competition was
Ample reinvestment opportunity
noted by 53 percent – significantly more than in
27% in other sectors.
than
Limited management M&A

Traditional
financial institutions find themselves
61%
broad operations and product
offerings
with
an
increased
regulatory burden,
25%
legacy ITeconomic
infrastructure,
Worsening
conditions and a constant pressure
to
15%improve shareholder returns. This is stark
contrast
to new
and emerging
entrants, who
Increased
scrutiny
for foreign
investors
enter
the
market
unencumbered
and with an
38%
ability
build innovative
Legal
andto
regulatory
constraints customer-centric
products, using the latest technologies to drive
high-margin, high growth performance.
having
to balance
Lack
of suitable
targets

Property and Construction

45%
Other
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In which regions/countries will
your company primarily invest
over the next 3 years
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The majority of companies will be looking for targets close to home when
considering acquisitions, with Australia and NZ the top investment destinations in
the next 12 to 24 months.
However, the focus on domestic/NZ deals has slipped from 91 percent of
respondents last year to 62 percent this year.

7%

The USA has emerged as the next most popular destination for those
contemplating M&A (14 percent), a shift from last year when Asia (excluding
China) held the second place spot.

14%
5%
3%

62%

9%

Australia and New Zealand
Asia (ex. China)
China
Europe
USA
Other (specify)

“Corporates in the consumer,
retail and business services
sectors continue to be
increasingly impacted
by globalisation. M&A
transactions in these sectors
are increasingly cross-border
as global players look to
establish or expand their
position in the Australian
market and Australian firms
look to expand offshore to
increase their addressable
market.”
Craig Mennie
National Lead Partner,
Transaction Services,
KPMG

It is not all good news though. In the general corporates sector, far fewer
are expecting to grow organically (just 27 percent versus 56 percent of all
respondents). Perhaps this is why Corporates were much more focused on exiting
or divesting part of the business (37 percent versus 21 percent) than the rest of
the market.
“The strong M&A environment continues to build momentum. The high-level
of liquidity in the market, particularly amongst private equity, coupled with
the strong M&A-led growth agendas of corporates has resulted in a highly
competitive market. This has created an ideal environment for sellers looking to
raise capital, sell or adjust their portfolio by selling non-core assets.”
Peter Turner
National Lead Partner,
Mergers and Acquisitions,
KPMG

Biggest concern when selling/divesting

Overall, the number of companies looking to sell or divest has
remained consistent with last year at 21 percent. Of those looking to
sell, the primary reason for doing so is because the business or asset
is deemed non-core (50 percent) and their biggest concern is the
ability to negotiate a fair price (65 percent).
“The M&A environment is certainly showing signs of being more
buoyant in the near term. There are a number of private equity funds
and corporates both domestically and globally that have significant
funds to deploy in acquiring strategic assets to achieve a variety
of objectives. These include scale through bolt-on acquisitions,
industry consolidation, or pure customer or geographic growth.
Corporates are also looking to aggressively acquire technology
assets as part of their digital strategy. On the vendor side, increased
sales activity continues to be driven by factors such as succession
issues and the divestiture of non-core assets by corporates looking
to adopt a narrower market facing strategy.”
David Morris
Partner, Corporate and Mergers and Acquisitions,
KPMG Law

Outside of buying and selling another option for companies to
consider is raising capital.
Interestingly, less than a fifth (17 percent) of respondents indicated
that they would be undertaking an initial public offering (IPO) or
equity raising during the next 12 to 24 months.

9

“While IPO activity has been
relatively subdued over the
past 18 months, there is a
healthy pipeline of quality
businesses currently preparing
for an IPO. We expect to see
an increase in IPO activity
in the second half of 2018
and into 2019 as issuers
take advantage of strong
IPO market fundamentals.
The Australian share market
continues to trade above
10-year highs, volatility is at
historically low levels and
valuations remain attractive.
Investor demand for quality
IPOs is anticipated to
continue as they seek new
opportunities to deploy excess
cash balances.”
Cecily Conroy,
Head of Equity Capital Markets
Advisory,
KPMG

10%
Leaving a legacy

37%
Finding a buyer

50%
Finding the right buyer

27%
Getting your house in order (financials, corporate structure, contracts, policies)

65%
Negotiating a fair price

40%
Deal process itself and completing the deal

27%
Staff not looked after by buyer

44%
Distraction from business as usual
© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation.

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation.

10 Australia’s Evolving Deals Landscape

Australia’s Evolving Deals Landscape 11

Barriers to
deal activity:

Perhaps unsurprisingly, this increase
is being driven by respondents in the
Financial Services sector, with 52
percent identifying this as a key barrier
to M&A. It was also high on the agenda
of the Health, Ageing and Human
Services sectors, with 48 percent
concerned about this issue.

Main factors driving M&A
30%

Technology advancements/disruption

11%

Favourable asset prices

10%

Legal and Regulatory constraints
as a barrier to M&A by industry

Surplus credit/cash flow available

40%
Market share consolidation

18%
Lack
ofconditions
targets, increasing values and
Better economic
13%
legal
and regulatory issues seen as
Low interest rate environment
barriers
to deal activity
18%

21%
Corporate

26%

Enhance intellectual property or acquire new technologies

Energy and Natural Resources

19%
Enter into new lines of business

While companies are generally
23%
expecting
to be on the acquisition trail,
Expand customer base
respondents felt the biggest barriers
25%this will be a lack of suitable targets
to
Expand geographic reach
(61 percent), and assets being too
19%
expensive
(56 percent). Both of these
Acquiring additional elements of the supply chain
barriers have increased significantly in
38%
comparison
to last year, when finding
Sector convergence/industry consolidation
a suitable target was cited as a key
36%
barrier
by 40 percent, and assets being
Opportunistic-target becomes available
too expensive at 36 percent.

Another key barrier that has leapt up
is the impact of legal and regulatory
constraints on M&A. It has risen from
barely featuring at just 13 percent, to
over 38 percent.

Peter Turner
National Lead Partner,
Mergers and Acquisitions,
KPMG

Legal and regulatory
constraints as a barrier
to M&A

Property and Construction

38%
Other

39%
56%
Assets too expensive

27%
Liquidity or availability of credit

12%

38%

Ample reinvestment opportunity

27%
Limited management M&A

61%
25%
Worsening economic conditions

48%
27%

Board risk appetite for inorganic growth

Lack of suitable targets

Financial Services

Health, Ageing and Human Service

Main barriers to M&A
“Finding the right target is
always challenging. In the
current market the number
of buyers has increased
significantly which in turn
has pushed up assets prices
and made getting access to
the best opportunities more
difficult and competitive.”

52%

Notwithstanding the positive
M&A outlook, many purchasers
are increasingly viewing legal and
regulatory constraints as creating a
high level of deal execution risk. This
concern is based on multiple factors
including the uncertainty around the
potential regulatory changes that
are likely to result from the Financial
Services Royal Commission, the
impact of the new foreign investment
approval regime including the
enhanced level of collaboration
between the ATO and FIRB, and also
the ACCC’s new approach towards
contentious M&A activity.
Technical compliance with the law
(57 percent) was the major tax
consideration concern raised, followed
by Sovereign Risk (changing tax
laws altering deal outcomes in the
subsequent year) at 50 percent.

“Many purchasers are now prioritising
early and proactive engagement on
the key legal and regulatory issues
relevant to a transaction in assessing
whether to pursue the opportunity”.
David Morris
Partner, Corporate and Mergers
and Acquisitions,
KPMG Law

Policy changes and new regulations are
causing a lot of uncertainty which in
turn is impacting pricing decisions.
Additionally, although the pools of
capital being invested in Australia
have various sources, the Australian
government is trying to uniformly
impose a 30 percent tax rate on
income derived by foreigners. This is
making Australia a very unattractive and
expensive jurisdiction for lower taxed
classes of investors such as sovereigns
and pension funds who typically
experience lower rates of tax in other
jurisdictions.

“With the ATO’s move to an
‘outcome based approach’ and,
Treasury announcing policy changes
or tax reforms almost every week,
it has become more complex to
invest in Australia, particularly in
relation to investments that have
longer time horizons which require
a stable regulatory and taxation
environment”.
Brendon Lamers
National Lead Partner,
Deal Advisory Tax,
KPMG

13%

15%
Increased scrutiny for foreign investors

38%
Legal and regulatory constraints

2017

2018

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation.

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation.

12 Australia’s Evolving Deals Landscape

Australia’s Evolving Deals Landscape 13

Deal Success:
The cultural fix paradox

The majority of respondents (67 percent),
regardless of industry or role, agreed that
strategic fit or having a clear strategy for
value creation post deal was most important
for a deal to be successful.

31%
Strong Board and Management

67%
Strategic fit/having a clear strategy for value creation post deal

43%
Effective due diligence

22%
Using data & analytics in the deal to uncover deeper insights about the target

41%

“In our experience, significant
time and effort is spent on
assessing financial measures,
without the associated focus
on how an acquisition fits
with the existing business.
Successful deals are defined
by a clear understanding of
the alignment between the
corporate strategy and the
deal.”
Margaret Cowle,
National Partner,
Global Strategy Group Australia,
KPMG

Developing a robust integration plan prior to deal execution

47%
Retention of key people

48%
Cultural fit
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“Cultural fit is a critical success
factor that requires deeper
consideration and a more
disciplined approach than is
evidenced in many deals.
It’s about the alignment of
different leadership styles
and decision-making, as well
as the formal and informal
systems, symbols, behaviours
and ways of working
throughout an organisation.
At the end of the day, people
are a key driver of the success
of a deal”.

Australia’s Evolving Deals Landscape 15

Cultural fit was also viewed as one of the most important factors for deal success,
with 48 percent of respondents selecting it in their top three factors. However, just
13 percent of respondents ranked it as the number one factor. It is interesting that
people and culture are seen as the most challenging aspects of integration for
75 percent of respondents. Cultural fit was also cited by 51 percent as a top reason
why M&A fails with management. Key people issues was noted by 57 percent.
Interestingly, there were clear differences in how people viewed cultural fit
depending on their roles. Ninety percent of those in Corporate Development/M&A
roles selected cultural fit as a top three factor for deal success. CEOs (56 percent)
and CFOs (55 percent) were much lower, but still rated cultural fit of higher
importance than the overall average. This is in contrast to Treasurers and Directors,
both of whom had 39 percent of respondents view cultural fit as important.

Despite clearly recognising the importance and challenge of creating value post
deal, getting help from external advisors on integration and synergy realisation
was the least chosen service to be outsourced by respondents (7 percent).

What services do you typically outsource to third party
providers in an M&A process?

38%
Lead Advisory (M&A)

41%
Financial due diligence

Margaret Cowle,
National Partner,
Global Strategy Group Australia,
KPMG

18%
Commercial due diligence

Cultural fit by role

63%
Tax structuring and due diligence

“Blaming culture for M&A
failure is a bit like blaming
the weather… satisfying but
ultimately fruitless. Our view is
that a rigorous top down and
bottom up analysis of likely
people issues is required in
any M&A situation. Planning
for acquisition and integration
starts from due diligence,
moves through pre-deal
planning, post-deal planning
and full integration activity.
People and cultural issues are
key at all stages, although if
not careful can be overlooked
in the heat of the deal”.
Stefanie Bradley
National Lead Partner,
People and Change,
KPMG

63%
Legal transaction assistance and due diligence

17%
Technical (property/physical) due diligence

32%
Debt raising/financial advisory

13%

90%

Utilising data analytics/emerging technology to facilitate the process/enhance outcomes

67%
56%

21%

55%
39%

Technology due diligence (including cyber risk, social media risk etc.)

39%

7%

14%

Integration and synergy realisation

2%
CEO/
Managing
Director

Corporate
Development
/M&A or
equivalent

CFO/Finance
Director

Treasurer

Director

Owner

Other
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Fund:
More willingness to look
beyond the Big 4 banks

There has been an increase in the number
of respondents expecting to source debt
funding over the next 12 to 24 months, with
27 percent this year indicating they would,
up from 18 percent last year.
Of those looking for debt, the main driver was to refinance existing or
maturing facilities (57 percent), followed by funding organic growth (44
percent). Funding M&A was a driver for only 32 percent.

57%
44%
32%

38.9%
3%

Fund M&A

Fund organic
growth

Refinance upcoming
maturity of debt

Other

“The increase in those expecting
to source debt funding is direct
function of the positive growth
environment and capital required
to support delivery of new
projects and M&A activity. Many
organisations are looking to
refinance and upsize their debt
facilities to reinstate required
headroom they need to support
increased growth and working
capital requirements. At the same
time, they are implementing
dedicated acquisition facilities that
can provide certainty of funding to
pursue acquisition opportunities.”
Scott Mesley
National Lead Partner,
Debt Advisory,
KPMG

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation.

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation.

18 Australia’s Evolving Deals Landscape

Australia’s Evolving Deals Landscape 19

However, there has been a shift in attitude
around where companies will look to source
debt funding.

Opinion is split on the most prohibitive
part of debt financing, but results
indicate that the cost of debt is not
as prohibitive as it was 12 months
ago, dropping from 49 percent of
respondents last year to 33 percent
this year.

65%
43%

Comparison of cost of debt
finance as most prohibitive
part of debt financing

% of respondents

The majority (53 percent) of
respondents expected the cost of debt
to remain at current levels, however
a significant minority (45 percent)
expected it to increase.

49%
33%

40%

40%

29%
2017

One or more of
Australia’s Big 4 banks

Foreign banks

Institutional funds

Whilst the Big 4 banks remain
the primary option for Australian
businesses for debt funding (65
percent), this has dropped from last
year’s results when 76 percent of
respondents were likely to source their
debt from the Big 4 banks.
This indicates companies are more
willing to look at alternative sources
of debt. Notwithstanding this
willingness, respondents said they had
only a moderate (50 percent) or limited
(39 percent) understanding of the nonbank market.

Public debt
capital markets

Alternative
providers
of debt capital

Comparison of Australia’s
Big 4 banks as source of
debt finance

2018

“A significant shift in the debt
markets has been the greater
number of non-bank lenders that
are active in the market. This
started a few years back in the
infrastructure and real estate
sector, but has now extended to
cover all sectors. Both domestic
and overseas banks continue to
be disciplined in their lending,
focusing on ensuring their overall
customer relationship delivers
their required return metrics.
This has created opportunities
for non-bank lenders to enter the
market and fill the gap. From a
borrowers perspective this is a
positive development as it offers
far greater diversity of funding
options. Importantly, bank and
non-bank funding can co-exist
in a borrower’s debt funding
platform, each playing to their
strengths, allowing borrowers to
have multiple capital partners to
support their business.”
Scott Mesley
National Lead Partner,
Debt Advisory, KPMG

76%
65%

2017

2018
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Fix:
Performance improvement,
restructures and turnarounds
on the agenda

Consistent with last year, over one third
of companies (34 percent) are looking
to undertake some form of performance
improvement, restructure or company
turnaround in the next 12 to 24 months.

Likely to undertake a
restructure turnaround
in next 12 to 24 months
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“Given the rapid pace of
change in our markets,
performance improvement
and restructuring is becoming
business as usual rather
than a process a business
undertakes only during times
of stress or distress. Those
companies that remain on
the front foot in evolving
their operating and capital
structures are best placed to
succeed in an ever changing
market.”

Australia’s Evolving Deals Landscape 23

Increased competition (54 percent),
downward pressure on pricing (49
percent) and increasing costs (48
percent) may be behind the need for
respondents to focus on performance
improvements, restructures or
turnaround activities.

In your market are you experiencing
any of the following?

54%
Increased competition

19%
Decline in sales/demand from customers

49%
Downward pressure on pricing

45%
New entrants, technology or innovation disruption

However, not all sectors are experiencing the
same pressures. Active cost reduction was
most prevalent in ENR companies, with 88
percent of respondents citing this as their
main focus. The need to more closely monitor
cash flows was most common in the Property/
Construction industry (75 percent).

48%
Increasing costs (raw materials, inputs/supplies, employees)

8%
None of the above

Matthew Woods
National Lead Partner,
Restructuring Services,
KPMG

Of those undertaking a performance
improvement, restructure or
turnaround, 55 percent are
undertaking active cost reduction,
and 45 percent said they needed to
manage or monitor cash flows more
closely over the last 12 months.

Over the past 12 months what have
you observed in your business?

21%
No material change

9%
Increase in pressure from creditors

18%
Greater scrutiny by its bankers

10%
Decline in the utilisation asset base

The new ‘Safe Harbour’ legislation was introduced in the second half of 2017 and
it represents arguably the biggest change that has been made to the restructuring
landscape since the introduction of the voluntary administration regime in the
1990s. In broad terms, the new provisions provide directors of a company whose
solvency is uncertain with an exception from personal liability for insolvent trading
once the directors start developing one or more courses of action which are
reasonably likely to lead to a better outcome for the company than the immediate
appointment of a liquidator or administrator. This ‘safe harbour’ concept does
not replace the existing insolvency framework altogether but does provide
directors with the benefit of a ‘safe harbour’ in which they can explore a range of
genuine turnaround strategies without the threat of personal liability or having to
immediately select and implement one particular strategy.
For those undertaking a restructure, over 47 percent of respondents said they
were not aware of the new Safe Harbour laws. Of those who were aware, only
17 percent said it would increase their willingness to take on additional risk in
pursuing their objectives.

Aware of Safe Harbour laws?

55%
Active cost reduction

23%
Experienced a delay in collections from debtors

45%
The need to manage/monitor its cash flows more closely

53%
YES

47%
NO

“Many sectors of the economy
(such as consumer and retail)
continue to experience not
only increased competition,
but also significant cost
pressures. Notwithstanding
the introduction of the Safe
Harbour rules, which are still
to be fully understood in the
market, the appetite to take
on risk has not increased,
and the focus continues to be
on utilising restructures and
performance management
initiatives to reduce costs and
drive performance, and to
divest those business units
that are no longer core to the
revised strategy.”
Carl Gunther,
Partner,
Restructuring Services,
KPMG

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation.

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation.

24 Australia’s Evolving Deals Landscape

Partner:
Partnering remains
an attractive option
for gaining access
to new markets and
customers

Australia’s Evolving Deals Landscape 25

Entering into some form of an alliance or joint
venture (JV) continues to be an attractive option
for many companies instead of traditional M&A.
Forty-one percent of respondents envisage
entering into such a partnership in the next 12 to
24 months, consistent with last year (42 percent).
Gaining access to new markets and customers was cited as the primary reason
for entering into a partnership or JV by 43 percent of respondents.

Primary Reasons for JV or alliance

43%
Acess to new markets

32%
Access critical / complementary organisational capabilities

24%
Access new technology, including digital platforms, AI and robotics

14%
Capacity utilisation

27%
Cost minimisation / obtaining economies of scale

31%

“JV, Alliances or Partnerships
will be an attractive option for
many given the affordability
of good assets. Bringing the
‘best of breed’ from each
participating partner in the
most effective and efficient
way, will be ideal to achieve
growth strategies. Given
the investment and pace of
changes in technology, having
technology partners will be a
smart choice when entering
new markets or looking to
increase market share.”
Jo Lupton
Partner,
Valuations Services,
KPMG

Risk reduction / sharing

33%
Capital partnering

32%
Achieving competitive advantage

7%
Overcoming legal / regulatory boundaries

26%
Diversification into new businesses

31%
Speed to market
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The desire to enter into these agreements is highest amongst companies at
opposite ends of the spectrum, with 54 percent of those with annual turnover
greater than $500 million, and 49 percent of those with annual turnover less than
$50 million. This suggests that the partnering option is not such an attractive
option to companies in the midmarket (with annual turnover between $50 million
to $500 million).

“Ensuring cultural fit or allowing
different cultures of the JV
partners to work together, will
enhance the success of the JV
and create an environment to
incubate innovative solutions.”
Jo Lupton
Partner,
Valuations Services,
KPMG

Sector key

Partner compatibility/cultural difference is seen as the biggest hurdle to overcome
in an alliance/JV at 34 percent.

Corporates
Consumer,
retail,
business services,
industrial,
technology media
& telecommunications.

What is the biggest hurdle your alliance or JV
will need to overcome?

Energy and Natural Resources
Mining,
oil & gas,
power & utilities.

15%
Trust

10%
Surpassing current ‘competitor’ mindset

34%
Partner compatibility / cultural differences

18%
Co-creation of strategy / business model

1%
Ability to meet performance expectations

12%
Value sharing / JV economics

10%

Financial Services
Wealth management,
capital markets,
Insurance.
Health, Ageing and Human Services
Private healthcare,
aged care,
retirement,
pharmaceuticals, biotechnology,
medical devices,
equipment.
Note: In many questions respondents were asked
to choose all that apply or the ‘top 3’ hence the
accumulative totals being larger than 100 percent.

Aged/retirement care, Pharmaceuticals/
Biotechnology,
medical device
and equipment

Governance and controls

1%
Measures and incentives

1%
Other (specify)
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