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Australian public mergers and acquisitions activity continued to
contract in FY16 with the volume of deals slightly down on the
previous year.
However, a signiﬁcant jump in the level of competition for Australian targets, a number of
mega deals (valuing the target at more than A$1 billion), continued interest from foreign
bidders and strong performance in certain sectors provide cause for a level of optimism for
FY17.

FY16 AT A GLANCE

KEY FINDINGS
Activity continues to retreat
In our last report, we predicted that we would see an increase in M&A activity in Australia in
FY16. Low interest rates, low inﬂation and a soft Australian dollar relative to the US dollar
increased Australia’s international competitiveness and provided conditions ripe for M&A,
with a number of big ticket transactions being announced at the beginning of FY16. Overall
however, FY16 saw a further contraction in public M&A activity, with only 50 deals being
announced, down from 55 deals in FY15 and 77 deals in FY14.
Total deal value was slightly higher than in FY15 at $33.2bn, however this was largely due to
the competing Brookﬁeld and Qube proposals for Asciano, which alone contributed $18bn.
More competition
FY15 saw a low level of competition post-transaction announcement, with only 2 targets the
subject of multiple bidders. FY16 however saw a signiﬁcant rebound in the level of
competition in Australian public M&A, with 7 of the 43 targets attracting multiple bidders. Not
only is this a positive sign for public M&A activity in Australia, but it allowed target
shareholders to reap the beneﬁt of these competitive scenarios, with shareholders on
average receiving a 97% premia from successful bidders.
Big ticket industrials and utilities deals
The industrials and utilities sectors featured strongly in FY16, contributing $23.3bn to overall
deal value. Key targets included Asciano (rail & infrastructure), Energy Developments (power
generation) and Broadspectrum (industrial services).
In contrast, FY16 proved to be a very challenging year for the energy and resources sectors,
characterised by consistently low prices for commodities such as oil, iron ore and coal, slow
growth and uncertainty. These challenging circumstances were reﬂected in the level of deal
activity in the energy and resources sectors, with these sectors contributing only $1.1bn to
total deal value, the lowest value we have seen since commencing our Report in FY09.
Dominance of North American bidders
FY16 saw a consistently low Australian dollar against the US dollar relative to previous years
and the resurgence of the North American economy. Unsurprisingly, North American bidders
were more prominent in FY16 than we’ve seen in previous years, with 27% of bidders coming
from North America (in contrast to only 15% in FY15, 19% in FY14 and 11% in FY13).
North American bidders were also active in the mega deal space, with 3 of the 7 mega deals
involving North American bidders.

ADDITIONAL FINDINGS IN THE REPORT INCLUDE:

Schemes of arrangement continued to feature prominently, particularly in the mega
deals category, where 6 out of the 7 mega deals were structured as schemes (the same
as in FY15). Of all deals in FY16, 44% were schemes of arrangement (just shy of 45% in
FY15).
Cash consideration featured prominently in FY16. It was the sole form of consideration in
62% of transactions.
Despite being a competitive year by historic standards, 73% of completed deals were
successful.
Private equity activity remained robust, with 18% of deals launched by private equity
bidders (the same as in FY15 and FY14).
Target shareholders were particularly receptive to scrip only consideration in FY16. It
was the most successful form of consideration in FY16, with 83% of completed
transactions oﬀering scrip only consideration being successful, which is noticeably higher
than the success rates of scrip only consideration in previous years.

LOOKING FORWARD
The economic climate remains conducive to M&A in Australia, with modest domestic growth
rates driving companies to look to M&A for growth opportunities and the relatively weak
Australian dollar increasing the attractiveness of Australian targets for foreign bidders. Equity
markets remain volatile and share prices in many cases remain low, which may encourage
opportunistic activity.
In the early part of FY17 Australian public M&A activity has continued at a similar rate to that
in FY16 (though without the large number of mega deals which featured in early FY16). We
believe that there is positive overall sentiment in the Australian market for M&A moving
forward (see also our Beyond Borders: The Future of Deal Making report published in April
2016) and we therefore remain optimistic regarding activity levels for the remainder of FY17.
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