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Overview - Mid-market M&A remains strong despite economic volatility

As we enter the final quarter of the 2023 financial year, Moore Australia takes the opportunity to review the mid-
market M&A activity for Q3 FY23. Many of the dominant themes from last quarter continue to influence dealmaking
activity, including high inflation and interest rates, record low unemployment, and soaring costs of living including
rent. With the slow activity in equity capital markets, large M&A lingering from previous quarters, mid-market M&A
has continued to thrive in the APAC region - particularly with the final loosening of restrictions in regions such as

Japan and Singapore.

A risk-averse attitude to investment has cemented itself across the market, with Moore Australia continuing to
experience a trend of businesses with strong cash flows and steady profit margins appearing more favourable to
acquirers. Continued devaluations in the technology space and recent volatility in the American and European
banking industry have led to significant cost reduction efforts in both sectors. However, with inflation finally calming
and interest rates stabilising, many profitable businesses with strong balance sheets will be seeking bargain deals
that will provide them with the necessary human resources and technical know-how to succeed as market
conditions improve. A potential short-term decrease in economic activity is also predicted to re-invigorate M&A
activity in the APAC region and reward businesses which are well prepared to take advantage of these improved

market conditions.

Local mid-market M&A activity steady from previous quarter, with particular

strengths in the IT and Services sectors
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Key themes that dominated local M&A decision-
making in Q2 FY23 continued to influence the new
calendar year, including high inflation, the rising cost of
debt and renewed trading opportunities with Asia due
to borders reopening within the APAC region.

Thus, the Australia and New Zealand mid-market space
has remained resilient, with a total of 206 deals inked
in Q3 FY23, a very slight decrease from 209 in the
previous quarter but still bucking the trend seen in
larger-scale M&A and ECM. An average deal value of
$37m remains unchanged from last quarter, but
remains slightly lower than previous years as the cost
of debt impacts company valuations and reverberates
across the market.

Turning to performance by sector, IT continued to have
the greatest number of deals (46) followed by services
(34) and financial services (20). M&A activity in the IT
space has remained busy, as revaluations have resulted
in continued consolidation from previous quarters. This
is driven by businesses seeking to capitalize on cost
synergies and boost their profit margins. One notable
victim of the rising inflation and cost of goods has been
the construction sector. Deal volume and average deal
size has almost doubled from the previous quarter as
many small to medium size businesses in the space
have been forced to restructure or sell to avoid financial
distress. This trend is expected to continue into FY24.



Other APAC markets are ramping up M&A activity, with Japan leading the charge
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In terms of Australia and New Zealand'’s relative importance in the mid-market M&A sphere, Q3 FY23 saw a
continuation of the decrease in hold to 8% as a percent of total world transaction volume compared to 10% the
previous quarter. APAC transaction volume has slightly increased to 57% of total world volume compared to 55%
last quarter.

MAV believes this to be due to the further, and final re-opening of borders and loosening of COVID-19 restrictions
within many Asian countries, leading to a disproportionate increase in regional M&A activity. Furthermore,
continued inflationary pressures, record low employment and ongoing rising interest rates continue to fuel
caution amongst Australian dealmakers within transaction timelines being extended as companies tread
carefully through the current market volatility.

IT and Services valuations cautious as industry cost-cutting measures continue
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Major Deal Review: Mid-Market Highlights

Moore Australia consistently plays a key role in the AUS & NZ mid-market.

In the third quarter of FY23, we provided transaction support services for the acquisition of a custom furniture
maker by a private equity firm. Our services included financial and tax due diligence as well as strategic advice
on the commercial aspects of the deal and transaction documents. It is expected that this is first of multiple
acquisitions in this sector as the private equity firm puts together a significant business at scale.

Notes:

o Deals with value under $150M were considered

» Deal values and multiples are based on data available only through Acuris Mergermarket; Accessed on 13/04/2023
¢ Not all transaction’s deal value available due to private nature of some transactions where deal size is not revealed
e This report is based on the availability of transaction metrics

e Sub-sectors have been allocated towards larger sectors

e Deal metrics for the APAC region are excluding mainland China
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An independent member of the Moore Global Network Limited - members in principal cities all throughout
the world. Liability limited by a scheme approved under professional Standards Legislation.

The information provided in this document is for general advice only, and does not represent, nor intend to be
advice. We recommend that prior to taking any action or making any decision, that you consult with an advisor
to ensure that individual circumstances are taken into account.



