Australian
Financial Institutions
INDUSTRY UPDATE – 21 February 2019

PRICING MULTIPLES
Forward Price Earnings Multiples (monthly to 31/01/2019) Source: FactSet Research Systems Inc.
Multiples in the Financial Institutions sector have increased over the period. At the end of January, the sector traded on a forward
Price / Earnings multiple of 16.1x, compared to the ASX200 on 15.7x.
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Average Values and Trading Multiples (values as at 21/02/2019) Source: FactSet Research Systems Inc.

Market Cap
($ m)

Price / Book
Value

Price / Earnings
FY2019

EPS Growth

Consumer Credit Businesses

1,835

3.3x

13.0x

13.4%

Financial Services Providers

75,328

3.7x

20.5x

15.0%

Insurance & Mortgage Brokers

3,595

2.1x

13.2x

7.3%

Lending Institutions

435,738

1.4x

12.7x

4.5%

Property Developers

1,805

0.8x

8.1x

(1.7%)

REIT

125,344

1.2x

17.3x

5.1%

Financial Institutions

643,646

2.1x

16.7x

8.5%

Subsector

Note: Multiples are based on the forward year of the unreported period, which for the majority of companies in the sector is FY2019. Difference in forward PE
multiples between Figure and Table are representative of the timing difference between month-end result, and current day result.
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The InterFinancial Financial Institutions Index set is an unweighted index comprising Financial Institutions sector related companies trading on the
Australian Securities Exchange (ASX). Estimates are sourced from FactSet Research Systems Inc.
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MERGER & ACQUISITION NEWS…
Value: $4.375bn
Healthscope has entered into an Implementation Deed with Brookfield to be fully acquired
for an implied equity value of $4.375bn. Under the scheme, Brookfield is offering to acquire
100% of Healthscope at $2.50 per share. Brookfield will also launch a simultaneous offmarket takeover offer for $2.40 per share. The 14.7x EBITDA multiple that Brookfield is
paying is said to be the highest ever in the sector.

Value: $7m (35% stake) with the remaining 15% not disclosed
Brevet Capital Management, the US-based company engaged in asset-based financing, has
acquired a 50% stake in Radium Capital, an Australia-based company engaged in providing
R&D tax incentive advances. The initial 35% stake was acquired for an estimated
consideration of $7m whereas the value of the subsequent deal for a further 15% stake was
not disclosed. The enterprise value of the initial $7m transaction was $20m. The transaction
will enable Radium to increase its offering of quarterly advances to companies.

INSTITUTIONAL INTELLIGENCE…
•

Westpac is thought to be preparing small parts of its business for sale. Westpac’s St George vendor finance unit could be
put on the market for between $50m and $100m. Potential buyers include Eclipx , Flexigroup, Latitude Financial, Bendigo
and Adelaide Bank, Bank of Queensland and private equity players.

•

Mortgage Choice and Australian Finance Group could be potential merger partners. Speculation is mounting among
bankers that consolidation could take place in the Australian mortgage sector as fallout continues from the Hayne royal
commission into the financial services sector's findings.

•

Insurance Australia Group is believed to have shown interest in Commonwealth Bank of Australia’s general insurance
operations.

•

Medibank Private is facing the threat of potential takeovers due to the expiry of existing listing rules limiting ownership to 15%
by any single shareholder. There are reports that an offshore group has quietly built an approximate 5% stake in Medibank
Private that could portend a larger transaction.

•

Apollo Global Management is said to be eying National Australia Bank’s financial advice, asset management and corporate
superannuation business MLC. Apollo is believed to be among other private equity players interested in MLC such as BGH
Capital, Permira, The Carlyle Group and JC Flowers. MLC could be valued at more than $3bn.

•

Consolidated Operations Group, a Sydney, Australia-based asset-finance broker, is believed to have attracted interest from
an overseas buyer. It is thought that interest in COG had surfaced over the last three months notably among non-Australian
companies aiming to gain a foothold in Australia.

•

Bank of Queensland is expected to revive efforts to sell its St Andrew’s Life Insurance business this year. BoQ had signed
a deal last year to sell St Andrew’s to Freedom Insurance for $65m. That deal fell through last month and BoQ is now
expected to try to locate a new buyer.

•

Rumour has it that RRJ Capital, an Asia-based private equity group, was interested in buying AMP’s life insurance business.
AMP announced the sale of its life insurance assets to Resolution Life for $3.3bn several months ago, but apparently RRJ
Capital was once eager to buy the assets. This suggests that that RRJ may be looking at other Australian assets.

•

Australia's Regal Funds Management is said to have suspended plans for the $500m IPO of its Regal Listed Investment
Company. It is thought that sub-optimal market conditions are the reason behind the float’s suspension.

•

Quadrant Private Equity is believed to have considered an offer for Right2Drive, a vehicle rental business.
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CONTACT DETAILS
If you are interested in specific information regarding mergers and acquisitions in the Financial Institutions sector, please contact
Simon Douglas or Erik Padding.
Name

Position

Phone

Email

Sharon Doyle

Managing Director

(07) 3218 9122

sdoyle@interfinancial.com.au

Paul Keehan

Chairman

(07) 3218 9100

pkeehan@interfinancial.com.au

Mark Steinhardt

Head of M&A

(07) 3218 9105

msteinhardt@interfinancial.com.au

David Hassum

Director

(07) 3218 9108

dhassum@interfinancial.com.au

Andrew Wheeler

Director

(07) 3218 9107

awheeler@interfinancial.com.au

Simon Douglas

Director

(07) 3218 9100

sdouglas@interfinancial.com.au

Ted Marchant

Director

(07) 3218 9100

tmarchant@interfinancial.com.au

Yvonne Macleod

Director

(07) 3218 9100

ymacleod@interfinancial.com.au

Brad Shaw

Director

(07) 3218 9100

bshaw@interfinancial.com.au

Anthony Vago

Associate Director

(07) 3218 9100

avago@interfinancial.com.au

Tom Benham

Associate Director

(07) 3218 9113

tbenham@interfinancial.com.au

Erik Padding

Associate

(07) 3218 9112

epadding@interfinancial.com.au

Michael Kakanis

Associate

(07) 3218 9106

mkakanis@interfinancial.com.au

DISCLAIMER
This information has been sourced from the ASX, Mergermarket.com and various other public information sources.
Forecasts are consensus forecasts sourced from FactSet Research Systems Inc.
Important Disclaimer – This may affect your legal rights: Because this document has been prepared without consideration of any
specific person’s financial situation, particular needs and investment objectives, a financial services licensee or investment adviser
should be consulted before any investment decision is made. While this document is based on information from sources which are
considered reliable, InterFinancial, its directors, employees and consultants do not represent, warrant or guarantee, expressly or
impliedly, that the information contained in this document is complete or accurate. Nor does InterFinancial accept any responsibility
to inform you of any matter that subsequently comes to notice, which may affect any of the information contained in this document.
This document is a private communication to clients and is not intended for public circulation or for the use of any third party,
without the prior approval of InterFinancial. This report does not constitute advice to any person.
Disclosure. InterFinancial has no interest in any of the securities mentioned in this publication. However, its directors, executives
or consultants may have an interest in some of the securities, directly or indirectly, which are mentioned.

InterFinancial is a member of Clairfield International, an international corporate finance firm that provides advisory services in
crossborder mergers and acquisitions. Clairfield is represented by over 400 people across 22 countries, closing over 100
transactions each year.
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