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OVERVIEW
What does a high-performing middle-market organisation look like? The often-overlooked middle-market
segment makes up only 2.1% of Australian businesses yet contributes tax revenue in excess of 20% towards
Australia’s economy. There’s evidence this market is growing. The Growth Index 2019 explores the factors of
their success and provides further insights into the growth drivers and growth industries of the middle-market.
Now in its 2nd year of production, the BDO Growth Index – utilising data from IbisWorld - assesses the unique
characteristics of middle-market businesses – defined in this analysis as those with total annual revenues
ranging from $10m to $1bn. The data comprises demographic information and financial metrics for middlemarket businesses over the last 5 years, ending June 2019 (or December 2018 dependent on the organisation’s
financial year-end date). The analysis includes details of select financial performance metrics, growth rates,
analysis by company type and select financial margins.
The results are also presented via an interactive online comparison tool, which can be found here.
The research finds that overall, middle-market businesses are continually making a positive contribution
to the Australian economy and employment, with strong evidence of growth over the past 5 years.
A sector analysis finds that certain industries within the middle-market are substantially more profitable
than others.
The research also identifies three growth drivers of top-performing middle-market businesses and in
addition to the findings, looks at how these businesses should be investing in their growth plans, with
qualitative insights from BDO experts.

METHODOLOGY
Data was sourced from IbisWorld; Australia’s most comprehensive collection of industry market research,
industry risk ratings, and company research.
BDO analysed 5 years of financial data and demographic information of organisations across Australia. To
focus their definition on the middle-market, BDO removed those organisations with annual revenues
exceeding $1bn and those with revenues below $10m from the dataset.
In addition, BDO focused only on organisations where a review of financial statements was available for
the full 5-year period - leaving a comprehensive sample of 1,186 unique organisations.

KEY FINDINGS
1. Average revenues have grown by 10% over the last 5 years for all middle-market businesses
2. Average Net Profits have increased by 154% (in dollar terms) over the last 5 years
3. Average Net Profit Margins indicate a positive trend from 8.5% in 2014, up to 13.6% in 2018
4. As of 2018, middle-market businesses appear to have stimulated employment growth by 15% over the
last 5 years
5. Wholesale and Manufacturing are the largest sector by volume; however Financial Services remains the
most profitable middle-market industry in Australia
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A TYPICAL MIDDLE-MARKET BUSINESS IN
AUSTRALIA
Across the most recent reporting period,¹ a typical middle-market business in Australia:

Achieved revenues of $370.6
million per annum

Is most likely to be involved in

Achieved Net Profit After Tax
(NPAT) of $118k per employee

Achieved an EBITDA of $58.9k

Achieved a profit margin of 13.7%

Achieved a 4.8% return on total
assets

Achieved a 3-year compound
annual growth rate of 5% in 2018

Paid $291k in audit fees

¹ Our data comprises demographic information and
financial metrics for middle-market businesses for the
most recent financial reported year. This means
organisational data is dependent on the organisation’s
financial year-end date. Meaning, data could be at a
2018 end-date or a 2019 end-date. Therefore, some
of the data above and throughout the report, will not
always correlate directly to the online tool, which
groups organisation separately by year 2018 and 2019.
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Achieved revenues of $1.2 million
per employee

Is based on the East Coast of
Australia (82% of middle-market
businesses)

wholesale or manufacturing

DEFINING THE
‘MIDDLE-MARKET’
A clear definition of the middle-market remains a perpetual challenge. Depending on context, various
bodies classify organisations differently. Some organisations, like the Australian Tax Office (ATO), classify
organisations by annual revenues², whereas the Australian Bureau of Statistics (ABS) classify
organisational size by staff employed and some - like banks for example - classify businesses in terms of
their debt potential.
For the purpose of the Growth Index 2019, we have expanded our definition from the Growth Index 2018,
to include organisations with revenues between $500m and $1bn. When we define organisations in terms
of the revenue ranges listed below, we look at the average revenue over the most recent 5-year period.
This is to gain a larger and more robust sample size; take natural inflationary growth into consideration
and, align our definition with other global definitions⁴. In saying this, this expansion represents an
additional 19.53% of the data by number of organisations. In other words, 80.47% of the data comprises
organisations with annual revenues below $500m.
Given the broad definition of the middle-market, we have reduced the segment further to include five
sub-revenue categories⁵, as follows:

Micro

Revenues above $10m and up to $100m

Lower

Revenues above $100m and up to $250m

Middle

Revenues above $250m and up to $500m

Upper

Revenues above $500m and up to $750m

Large

Revenues above $750m and up to $1bn

² The ATO classifies organisations in terms of revenues as follows:
•

Loss/Nil - less than or equal to $0

•

Micro - $1m to less than $2m

•

Small - $2m to less than $10m

•

Medium - $10m to less than $100m

•

Large - $100m to less than $250m

•

Very large - $250m or more

³ Businesses in the Economic Activity Survey are classified as small, medium or
large based on their employment size, as follows:
•

Businesses employing 0-19 people are classified as small businesses

•

those employing 20-199 people are classified as medium sized those
employing more than 200 people are classified as large businesses.

⁴ Please see BDO’s 2019 Middle Market Digital Transformation Survey which
expands the definition to include organisations with annual revenues up to US
$3bn, but persistently describes the core middle-market as organisations with
revenues up to US $1bn.
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MIDDLE-MARKET
BUSINESSES IN AUSTRALIA
REVENUE CATEGORIES
Segmentation of the Australian middle-market by revenue is highlighted below. Results show the majority of
middle-market businesses sit in the lower-to-middle category, with 80% earning revenues up to
$500m. Overall, the typical Australian middle-market business earns between $100m to $250m in revenue.
Micro

Represents 7% of all middle-market businesses with revenues above $10m and up to $100m

Lower Represents the largest segment of all middle-market businesses in Australia, at 42%, with revenue above
$100m and less than $250m
Middle Represents the second-largest segment of middle-market businesses in Australia at 31%, with revenue
range above $250m, but less than $500m
Upper Represents 12% of middle-market businesses, with revenues greater than $500m, but less than $750m
Large

Represents 7% of middle-market businesses, with total annual revenues greater than $750m to $1bn.

Middle-market business in terms of revenue
categories
Large ($750m to
$1bn)
7%

Micro ($10m to
$100m)
7%

Upper ($500m and
$750m)
12%

Lower ($100m to
$250m)
42%
Middle ($250m to
$500m)
31%

⁵ These categories are determined on average revenues over a 5-year trading
period to smooth out short-term spikes, or drastic falls in annual revenues.
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REVENUE RANGES
The average profit margin achieved across middle-market businesses for the most recent reporting year is
approximately 10.7%. Higher average profit margins are achieved by 'Micro' middle-market businesses,
with revenues between $10m and $100m, at 17.3%. The lowest net profit margins are achieved by 'Lower'
middle-market businesses, with revenues between $100m and $250m, as can be seen in the graph below.
Return on Assets is relatively consistent across the different revenue ranges, averaging approximately 3.8%.

Middle-market business margins by revenue range
20.0%
18.0%

17.3%

16.0%

14.4%

14.0%

13.7%

12.0%
10.0%

8.7%

9.3%

8.0%
6.0%
4.0%

5.5%

2.0%

3.4%

3.7%

Lower ($100m to
$250m)

Middle ($250m to
$500m)

4.4%

4.1%

Upper ($500m to
$750m)

Large ($750m to
$1bn)

0.0%
Micro ($10m to
$100m)

Average of Profit Margin (%age)
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Average of ROA (%age)

BY STATE OR TERRITORY
The findings show the majority of organisations are primarily based across the more densely-populated East
Coast of Australia, accounting for over 82% of all middle-market businesses. This is true by both the
number of organisations and the revenues of these organisations.
Revenues generated by middle-market businesses are strongly skewed in New South Wales (42%), Victoria
(29%), and Queensland (11%). The remainder of revenue is derived from Western Australia (9%), South Australia
(5%), Australian Capital Territory (2%), Tasmania (2%) and Northern territory (less than 1%).
As highlighted below, a high proportion of middle-market businesses operate in the Manufacturing⁷ and
Wholesale Trades in most states. However, for other industries, location is a determinant of industry
focus.
By cumulative revenues, the top 3 industries in order of size, in each state⁶, occupied by the
middle-market businesses market is as follows:
NSW Wholesale, Financial & Insurance Services, Manufacturing
VIC

Wholesale, Manufacturing and Healthcare

QLD Manufacturing, Financial & Insurance Services, Wholesale
WA

Mining, Construction, Manufacturing

SA

Manufacturing, Financial & Insurance Services, and Mining

Middle-market businesses by state
SA
5%

ACT
2%

TAS
2%

NT
0%

WA
9%

NSW
42%

QLD
11%

VIC
29%

⁶ Details not shown for ACT, TAS and NT as the sample size is too small to be
representative

⁷ For more information on factors driving Manufacturing industry growth – see
the Australian Middle Market Manufacturers Guide To Industry 4.0
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PROFIT MARGINS BY STATE
The average profit margin for middle-market businesses over the most recent trading year is
approximately 10.7%. This average is lowest in South Australia (4.2%) and stronger in Western Australia
(15%) and New South Wales (12.8%) as noted in the graph below⁸. Western Australia’s larger profit
margins can be attributed to the continuing demand for Australia’s natural resources, particularly
from China.
The average Return on Assets (ROA) for middle-market businesses in the states reflected below is 3.8%.
Returns on assets are lowest in Western Australia (-2.3%) as the region is dominated by mining explorers where
ROA is not a relevant measure of success and better across New South Wales (5.5%) and Victoria (4.2%).

Middle-market business margins - by state
15.0%

16.0%
14.0%

12.8%

12.0%
9.2%

10.0%
8.0%
5.7%

6.0%
4.0%

4.2%
5.5%
4.2%

2.0%

2.5%

0.0%
-2.0%

NSW

QLD

2.0%
SA

VIC

-2.3%

-4.0%
Average of Profit Margin (%age)

⁸ Details not shown for ACT, TAS and NT as the sample size is too small to be
representative

9

WA

Average of ROA (%age)

BY TYPE OF ORGANISATION
Half of all middle-market businesses are private companies (50%), followed by publicly listed (33%), registered
government body (10%) and trusts (3%). associations, co-operatives, and partnerships comprise approximately
1% each by the number of middle-market businesses in Australia.

Middle-market business by type
Association
1%
Trust
3%

Public Company
33%

Co-operative
1%
Government Body
10%

Partnership
1%

Proprietary Company
50%
As seen in the graph below, for the most frequently occurring types of organisations, the distribution in
terms of revenue sizes is relatively consistent with the revenue categories shown above. The most
frequent size of business within each entity type is in the 'Lower' category, which is organisations with
revenues in the $100m to $250m range, followed by the 'Middle' category, which is organisations with
revenues greater than $250m, up to $500m.
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MARGIN PERFORMANCE BY TYPE OF ORGANISATION
Margin performance differs quite significantly for the most recent trading year, depending on the type of
organisation. We note that government bodies achieve the highest profit margin percentage, yet also
achieve the lowest Return on Assets (ROA). This is most likely because the assets under the control of
public sector organisations are substantial in value and therefore the profit margin performance as a
percentage of that asset base is proportionally low.
For the most recent trading year, private companies achieve on average 5% in terms of profit margin and
2.4% in terms of ROA and public companies achieve 12.4% on average in terms of profit margin and 7.4%
on average in terms of ROA.

Middle-market business margins by type
35.0%
30.0%

28.6%

25.0%
20.0%
15.0%

12.4%

10.0%
5.0%
5.0%

7.4%

1.4%

0.0%
Government Body

2.4%
Proprietary Company

Average of Profit Margin (%age)
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Public Company

Average of ROA (%age)

BY PRIMARY INDUSTRY
CLASSIFICATION
Data shows that the middle-market comprises a broad spectrum of industries operating in Australia,
as shown in the graph below.
By volume, the top five industries in the middle-market include:
•

Wholesale trade, comprising (17%)

•

Manufacturing (15%)

•

Financial and Insurance Services (10%)

•

Retail trade (8%)

•

Professional Services (7%).
Wholesale Trade
Manufacturing
Financial And Insurance Services
Retail Trade

Professional, Scientific And Technical Services
Construction
Health Care And Social Assistance
Mining
Public Administration And Safety
Transport, Postal And Warehousing
Rental, Hiring And Real Estate Services
Education And Training
Information Media And Telecommunications
Administrative And Support Services
Arts And Recreation Services
Electricity, Gas, Water And Waste Services
Accommodation And Food Services
Agriculture, Forestry And Fishing
Other Services
0%
$010-100m
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$100-250m

2%

4%

$250-500m

6%

8%

10% 12% 14% 16% 18% 20%

$500-750m

$750m-1b

INDUSTRY SPOTLIGHT:
MANUFACTURING

“In today’s manufacturing landscape, two key factors are driving future success – the ability to reach new
markets through export, and the uptake of Industry 4.0. which allows companies to improve competitiveness
and skills, through innovation.
Australian middle-market manufacturer's are in a strong position, as technologically advanced nations continue
to rely on the output of quality manufacturing and Australia’s natural resources.
While the downfall of textiles and automotive in Australia tainted the sentiments of the industry,
manufacturer's have been quietly making a comeback through reinvention. Overall, activity levels in Ai
Group’s PMI highlights show that the industry has had a healthy expansion trend for more than 3
consecutive years. This is with the exception of the slowing economy, drought, and housing downturn
mildly affecting most manufacturing sectors activity in June and November 2019 - with an expectation
this slowing will continue for the remainder of 2019. However, in the mid-to-long term, manufacturers
should continue to see growth. This is contrary to what is commonly reported in the mainstream media
and has been buoyed partly by strong international demand for our exports.
For Australian entities, expanding overseas is traditionally a path to growth, as an opportunity to scale in
Australia is limited. Manufacturers are finding ways to adapt their products to new markets and have also
overcome the challenges of labour by producing higher quality goods. The Australian Trade and Investment
Commission reports that Advanced Manufacturing accounts for around half of Australia’s A$100bn plus annual
manufacturing output and is one of the fastest-growing export sectors.
If manufacturing is to remain strong, it’s imperative manufacturer’s invest in Research and Development
(R&D). Continued focus on innovation through R&D will ensure middle-market manufacturers’ continue to
thrive – because it allows new goods and services to emerge, as well as ensures a continuing advancement of
technical skills. In our experience, those manufacturers who invest 10-15 per cent of their revenue in R&D
make significant contributions to Australia’s economy. While the opportunity is apparent, it can be difficult to
know where to start. Manufacturer’s do have several avenues for support including, government incentives and
grants. Furthermore, taking incremental, iterative steps toward Industry 4.0 can add value, by creating
efficiencies in the bottom-line and allow for further investment in technology.”

RYAN POLLETT
National Leader,
Manufacturing and Wholesale

MORE INFORMATION:
The Australian middle market
manufacturer's guide to industry 4.0
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BUSINESS MARGINS FOR TOP 5 INDUSTRIES
Although the Wholesale and Manufacturing sectors account for the largest number of middle-market
businesses, significantly better margins are achieved in the Financial and Insurances Services industry as
seen in the graph below, which reflects the Return on Assets (ROA) and Net Profit After Tax (NPAT)
margins for the top 5 industries.

Middle-market business margins for top 5 industries
17.8%

5.4%
6.1%

Wholesale

Manufacturing

Average of Profit Margin (%age)
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4.3%

2.9%
3.4%

2.9%
Financial and
Insurance services

4.0%

2.9%
Retail

2.0%
Professional,
Scientific and
Technical Services

Average of ROA (%age)

INDUSTRY SPOTLIGHT:
FINANCIAL SERVICES

“The positive effect of adopting technology couldn’t be exemplified any clearer than in the case of the
Australian Financial Services industry – who have been at the forefront when it comes to embracing
disruptive technologies and digitisation.
Even with the increased regulatory conditions and the aftermath of the banking royal commission
impacting business models; this heightened scrutiny appears to have driven growth in the sector as it
becomes more intuitive and focused on customers' needs and outcomes. This customer-centric focus and
governance uplift drives a need for more seamless access to data with a focus on risk. All these factors,
along with the launch of open banking, are combining to create a real driver of growth in the sector and
facilitating a rise in fintech and digitisation players.
We are seeing revolutionary new market entrants disrupting the market, and incumbents are looking to
keep up with the change in pace. The war for suitable, innovative talent and agile thinking is strong, and
the brain drain away from traditional employers to startups is increasingly evident. This dynamic is
propelling innovation forward, with neobanks, regtech and blockchain providers gaining increasing
traction and adoption.
I expect that this momentum will continue to grow and expand over the next 5-year period and well into the
long term; as Australian middle-market movers start to feel the benefit of scalable technology, wider customer
take-up and acquisitive/partnership demands from large established Financial Services names.”

TIM AMAN
National Leader,
Financial Services
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FIND OUT MORE:
Solutions for Financial Services

THE BUSINESS SECTOR IN AUSTRALIA
IS GROWING
Overall, the business sector in Australia has been growing, as more businesses enter and fewer exit⁹.
At the end of 2017-18, there were 2.3m actively trading businesses in Australia, an increase of 3.4% from
the end of 2016-17. During this period, the rates of businesses entering the market sector in Australia
(15.8%), and those exiting (12.5%), were higher than in the previous year (15.1% and 12.0%, respectively).

REVENUE AND PROFITABILITY GROWTH
ACROSS THE MIDDLE-MARKET
Middle-market businesses in Australia have achieved impressive and consistent revenue and profitability
growth over the last 5 years. We see this through increasing revenues and improving profitability.
Average annual revenues have grown from an average of $313.9m per organisation in 2014 - up by 17% to
$367.1m in 2018. Net Profit after Tax (NPAT) has followed this trajectory, growing on average from $9m
in 2014, significantly up by 191% to an average of $26.2m in 2018.
Average net profit margins are also on the increase, from an average of 5.9% in 2014, up to 10.5%
in 2018.
Of course, there are winners and losers in the sample, but overall the Australian middle-market has
produced a consistent growth momentum. This is highlighted in the two graphs on the following page.
The first graph shows revenues for middle-market businesses increasing, from an average of $313m in
2014 up by 17% to $367m in 2018; and NPAT, increasing by 193% from an average of $9m in 2014 up to
$26m in 2018. These are substantial increases by far exceeding annual inflation.

⁹ Australian Bureau of statistics:
Counts of Australian Businesses, including Entries and Exits
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Middle-market business - Revenue and NPAT changes
(for 5 years from 2014 to 2018)
380,000

30,000
26,293

370,000

25,000

22,326

360,000
350,000

13,474

330,000
320,000

20,000

17,439

340,000

15,000
367,193

9,037

310,000
300,000

10,000

339,679
313,917

312,482

2014

2015

317,383

5,000

290,000
280,000

2016

2017

Average of Revenue('000)

2018

Average of NPAT('000)

The below graph shows changes in select margins – specifically ROA and average profit margin. For middlemarket businesses, we note a 38% increase in profit margins from an average of 8.5% in 2014 to 13.6% in
2018. ROA is also showing positive signs of growth, moving from an average of 3.2% in 2014, up by 26% to 4.1%
in 2018.

Middle-market margins - ROA (%) and Profit Margin (%)
(for 5 years from 2014 to 2018)
16.0
14.0

13.6
12.5

12.0
10.0
9.2
8.0

8.5

8.5

6.0
4.0
3.2

4.0

4.1

2017

2018

3.1
2.1

2.0
2014

2015

Average of Profit Margin (%)
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FOREIGN VERSUS AUSTRALIAN
Approximately a third (34.6%) of all middle-market organisations operating in Australia are foreign-owned
and have international parent companies. Interestingly, while Australian owned middle-market businesses
achieve 15% lower average revenues than the average foreign-owned middle-market businesses, they
achieve much better returns, where Net Profit After Tax (NPAT) is 58% higher compared to foreign-owned
organisations.

COMPOUND ANNUAL GROWTH RATE
Compound Annual Growth Rates (CAGR¹⁰) in terms of annual revenues over the preceding 3-year period
for middle-market organisations indicates a very positive trajectory, changing from 3.70% in 2016 and
2017 up to 4.98% in 2018.

3 year compound annual growth rate (CAGR)
(calculated on total annual revenues)
6.00%
4.98%

5.00%
4.00%

3.70%

3.69%

2016

2017

3.00%
2.00%
1.00%
0.00%
2018

For the 3 years ending 2016, the greatest revenue was achieved by organisations in NSW (5.12%), followed
by Queensland (4.0%).
For the 3-year CAGR ending 2017, the better state performances occurred in Victoria (4.18%) and
Queensland (3.97%).
For the 3-year CAGR ending 2018, stronger performances have come from Western Australia and South
Australia, most likely on the back of better mining sector performances.

¹⁰ Compound Annual Growth Rates (CAGR) in this document have been calculated
on the total annual revenues of the businesses within our sample of middle-market
organisations for the preceding 3-year period. In other words, the CAGR shown for
2018, considers revenue performance for the 3 years up to 2018 and therefore
reflects the change over the 3-year period from 2016 to 2018 within the calculation.
Likewise the CAGR reported for 2017, considers revenue growth from 2015 to 2017.
Finally, the CAGR reflected for 2016 considers revenue growth for the 3 years from
2014 to 2016.
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GROWTH DRIVERS:
TALENT, TECHNOLOGY
AND CAPITAL
What are the key factors driving growth in the middle-market? We
provide expert insights from BDO Partners, discussing their
experiences in the current climate and what they see as the top
growth drivers for 2020. Their insights are boiled down to three
core areas: talent, technology and capital.

TALENT | Why is it important to invest in people when growing?
“As organisations grow, their people can become their greatest strength - or their biggest inhibitor to
success. In rapidly growing organisations, we often see that when starting as a smaller organisation, their
founder or CEO is the glue that holds everything together. They often bring the vision to the business and
set the tone and culture. This is demonstrated through how they act, make decisions, and drive the
firms’ performance and growth. As an organisation grows, the distance between the founder/leader/CEO
and the broader business becomes larger, meaning they must rely more and more on their leaders and
managers to support the tone and culture.
Because of this, in our view, the investment in people becomes more critical. This includes identifying
gaps in skills and knowledge and then helping managers to understand how to select and develop the right
people - aligned with the capabilities that the business needs. It also means developing the processes and
systems that support better decision making and holding people accountable. Middle-market businesses
often have higher staff turnover because they don’t necessarily focus time on retaining talent. However,
resourcing is not just about remuneration – acknowledging and rewarding great performance as part of
culture significantly impacts staff retention. All of this becomes more important in driving the growth of
a business - none of it happens by accident.
For middle-market businesses to stay ahead of their competition in 2020, reassessing their strategic vision
is critical. Many middle-market businesses have grown organically; however, they’re typically at a point
of growth, where coordinated and purposeful effort in redesigning organisations is required to continue
effectively. This means assessing the operating model so that the alignment of structures and people can
be made. Then, to transform these elements, change management, that focuses on engagement,
leadership and training is key.”

JENINE WATERS
Partner, People Advisory

19

FIND OUT MORE: People Advisory

TECHNOLOGY | What areas in technology should the middle-market focus on?
“Technology can create efficiencies by creating leaner organisations, produce effective cost management
and maximise return on investment. For middle-market entities, continued growth and business agility
will come to those who leverage technology to create new business models and (or) reinvent their
existing practices to deliver profitable growth.
The middle market can really shift the dial by focusing their efforts on creating a data-connected
business and collecting and leveraging data effectively to make day-to-day decisions.
Creating a data connected business brings together the front office (Customer Relationship Management),
middle of the office value chain (Supply Chain Management) and back office (mainly ERP) technologies to
transform the way organisation enable growth and scale; acquire, service and retain customers, and
manage their cost to serve.
In our experience, the middle-market client is gathering and holding an unprecedented amount of data,
but it is not being effectively used for day-to-day decision making. Their usual approach to data insights
is limited to building a nice interactive dashboard - which the business finds hard to use or have doubts
about the completeness and accuracy of the data unpinning these dashboards. Middle-market businesses
should look beyond creating dashboards, and instead view their data as a strategic asset - with welldefined data governance and management practices, combined with structured change management to
embed a data-driven decision-making culture. Those middle-market businesses that can then collect and
leverage data in this way will succeed in 2020 and beyond.
It’s proven that a data connected enterprise will manage growth and cost more effectively. However,
the middle market is challenged by the use of legacy data management approaches and systems - this is
holding them back - creating an environment where the costs are increasing faster than the top-line
growth, and in many instances exposing businesses to information and cyber risks. Many middle-market
businesses don’t think about cybersecurity till it’s too late, yet evidence shows SMEs are more likely to be
targeted. This means a robust cybersecurity risk assessment and security testing will enhance their
business outcomes and add value to their business.
With an ever-increasing maturity of cloud platforms along with agile delivery, the middle market
businesses can very easily craft a digital transformation pathway that is fully grounded on customer and
business outcomes – one that is ‘fit for purpose’, incremental, cost and risk effective and one that does
not look like boiling the ocean”

KAMAL PRASAD
Partner, Technology Advisory
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FIND OUT MORE:
Technology Advisory

CAPITAL | What are the best avenues of funding for growth in the middle-market?
Many middle-market companies are experiencing growth. Due to their size and capacity to grow they are
in a prime position to drive sustained growth through strategic capital raising. In particular, middlemarket companies can continue their growth trajectory through investment from Private Equity –
allowing them to invest in various types of growth such as geographical expansion or vertical integration.
Private Equity (PE) is typically looking to invest for periods of c5 years.
In Australia, the Private Equity market is a very developed, deep market and, in the past year, there has
been a surge in capital raising activity from PE firms, with investors particularly interested in middlemarket firms within the technology, healthcare and food and agriculture sectors. There has also been
interest from overseas Private Equity firms who are targeting the high-quality IP and better valued
businesses that Australia has to offer – or ones that provide synergies to current invested companies. This
increased PE activity in the middle-market, means competition is fierce and prices are shifting upwards.
To take advantage of this dynamic, middle-market businesses need to be prepared. If they haven’t already,
they should be seriously considering their succession plans - how they ultimately exit will dictate their next
move in terms of growth. The main considerations should be to be investor ready so they can prove their
business to savvy, Private Equity firms. This means an emphasis on audited financial statements, optimal
business structures, robust governance frameworks and processes that support those plans.

SEBASTIAN STEVENS
Partner in Charge, Advisory,
Corporate Finance

21

FIND OUT MORE:
Is Private Equity right for you?
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