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WHAT IS AN AUSTRALIAN PRIVATELY HELD BUSINESS REALLY WORTH?

Any examination of the real value of a privately held business in Australia must consider the value that
comparable businesses have actually sold for in the current market.
The Small to Medium privately held business sector represent
over 95% of all businesses in Australia and equates to a Trillion
dollar investment by individuals and Australian families in their
financial future.
Basing the hypothetical value of a small to medium businesses
on business listing prices, unsubstantiated formulas or
anecdotal evidence without consideration of the part that the
“market” plays in setting prices is ignoring the facts.
BizStats™ is a secure database record of settled privately held Business Sales in Australia which is
owned and administered by the Australian Institute of Business Brokers. It is the largest database of
completed private business sales in Australia.
Data is obtained from information supplied by the
Institute’s professional Business Broker Members
nationwide who facilitated the sale of A$3.4 billion*
in settled private business sales in 2012.
The Institute surveys all Members across Australia on
a weekly basis to ascertain the state of the market at
that point in time. This is reflected in real time on the
Institute’s website at www.aibb.com.au by way of the
Market Indicator Gauge.

Screenshot of the AIBB BizStats database

During the 2013* calendar year, AIBB Accredited Business Brokers across Australia achieved the
following KPI’s:
•
•
•
•
•
•

AIBB Members wrote nearly 2,000* Business Sales Contracts
AIBB Members made average Business Sales of A$6,469,927* per Broker
AIBB Members collectively wrote over A$ 2 Billion* in Sales
AIBB Members interviewed over 90,000* Buyers in Face to Face meetings
AIBB Members evaluated over 82,000* Businesses offered for Sale
88.5%* of AIBB Members referred Clients to other Service Providers eg, Finance, Accounting,
Legal and Insurance etc during 2013

For more information about the real values of Small to Medium Businesses in Australia please contact
your local AIBB Business Broker. A full list of Members is contained on our website at:
www.aibb.com.au
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* Figures extrapolated from respondents to the Members Survey 2013

AIBB™ AND THE QUARTERLY SURVEY

The Australian Institute of Business Brokers (AIBB™) is the peak industry body in Australia
representing professional Business Brokers engaged in facilitating the transfer of Ownership in SME
businesses since 1989.
The Institute conducts quarterly surveys of its members across Australia in July, October, January and
April each year to determine the State of the Small to Medium Business marketplace as its Members
are ideally placed to provide an accurate assessment of Market Conditions in this sector. AIBB
Accredited Members showcase their client’s businesses using the Institute’s proprietary website,
www.aibbsales.com.au where over AUD $7 Billion of pre-qualified businesses are availabe for
immediate purchase.
Actual sales data is drawn from the Institute’s proprietary BizStats™ database of completed business
sales which records details supplied by its Members of completed private business sales across
Australia.
In addition to graduation of the mandatory Certified Practicing Business Broker (CPBB™) training
program required for AIBB Membership, the Institute offers advanced training for members to qualify
to become AIBB Registered Business Valuers (RBV™). RBV™ graduates have gained recognition from
Government, Financiers, the Courts and Industry stakeholders as being professionally competent to
provide Expert Reports of real business values of SME’s in Australia.
SUMMARY OF THE JUNE 2014 QUARTERLY SURVEY

Not surprisingly negative speculation in the media prior to the Federal Budget being tabled in May
and the inability of the Government to sell its budget message has caused a loss of confidence in the
marketplace for SME sales during this Quarter. The bump in optimism following the 2013 Federal
election has been replaced with the ‘Budget Blues’, however, sales of Small Businesses are still occurring
in spite of the fact that sales prices paid for businesses seem to be dropping.
“Whilst market conditions for business sales have deteriorated from those experienced before the
Federal Budget was tabled, we believe the market will adjust over time to the new reality and provided
overseas events stabilise it should be business as usual. If conditions deteriorate overseas then
business sales pricing will fall as business confidence fades and vendors will need to ‘follow the market
down’ if they want to sell” said Paul Nielsen, AIBB Vice President and Deputy Chair of COSBOA.
‘Unsolicited Offers’ have overtaken ‘Retirement’ as the primary reason for Sellers seeking a sale
indicating that Buyers are becoming more aggressive in seeking discounts and Sellers are now ready
to listen. Time will tell if this trend continues. Of greater concern is the second highest indicator of the
reasons for sale being ‘Pending Insolvency’.
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AIBB MEMBER SURVEY DEMOGRAPHICS

All States & Regions were
represented in the responses
to the survey with participation
proportionate to state membership
and population demographics
consistent with previous surveys.

BUSINESS BROKER COMMENTS

Notable comments made by AIBB Business Brokers for the June 2014 quarter included;
“As our local economy continues to improve, we have seen an increase in enquiry and a few more qualified
buyers in the market.”
“The uncertainty of the budget and how it will affect everyone has created a lack of investment and a lack
of consumption. The two added may create recession.”
“More discerning buyers and fewer good listings”
“Low profitability of small to medium businesses and competition from the internet traders and “Big Box”
retailers means that it is difficult to source sound businesses with steady future prospects.”
“Political and economic uncertainty is making both vendors/purchaser and financial institutions extremely
cautious”
“Sellers holding off until there is a slight improvement in the economy.”
“Seems to be less activity from buyers at present”
“Lack of confidence appears to be increasing.”
“The budget has caused buyer numbers to drop off and confidence is still low. Now that both election and
budget are behind us we expect some improvement. Banks (finance) are still being very cautious with their
lending”
“Scarcity of profitable businesses on the market. Buyers more circumspect about investing.”
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THE STATE OF THE MARKET IN
AUSTRALIA - THE FACTS
At the end of the June Quarter the market indicator gauge (available for real time review at www.aibb.
org.au) remained in the Buyer’s Market section of the Market Sentiment Gauge nationally. Sentiment,
however, was not uniform across the nation. The Eastern seaboard States each registered a slight
improvement in market sentiment over the previous quarter while WA remained unchanged and SA
retreated from a marginal Sellers market to a Neutral position.
Buyer’s Market Indicators:
(a) Where there are more Sellers looking to Sell businesses than there
are Buyers looking to buy businesses.
(b) Buyers have a lot of choice between similar businesses
(c) Buyers are making offers lower than the asking price.
(d) When there is generally only 1 genuine buyer bidder per transaction.
Market Sentiment (Australian Average)

Seller’s Market Indicators:
(a) Where there are more Buyers looking to Buy businesses than there are Sellers looking to sell businesses.
(b) There are very few similar businesses on the market at the same time.
(c) Businesses are selling at or above the asking price.
(d) When there are generally multiple genuine buyer bidders per transaction.

Screenshot of the State-By-State Market Sentiment Guage at close of the survey

AIBB’s 300+ professional Business Brokers across Australia are polled weekly to provide input on activity
by Business Buyers & Sellers. This gauge (above) indicates Real Time market activity across all sectors of
the economy in the SME marketplace in Australia.

4

Number of New Listings
For the June 2014 quarter of 2014
46% of AIBB Business Brokers
recorded an increase in new listings
with 33% reporting a decrease
and 29% indicating no change.
Overall this indicates a very slight
improvement in new businesses
coming on to the market over
the previous quarter but the vast
majority of vendors appear to be
holding back awaiting the market’s
response to the federal budget
tabled during this quarter.
Changes in Sale Price
Whilst the response from AIBB
Business Brokers indicates a retreat
from the lower prices indicate in the
March quarter it does not indicate
prices are on the rise.
If anything the almost 50/50% split
favors a view that price fluctuations
are Neutral, no doubt as a result of
uncertainty surrounding the budget
outcome.
Time Taken to Sell
Businesses
About 44% of AIBB Business Brokers
felt that that it was taking longer
to sell businesses during Q2 2014
than in the previous quarter whilst
35% felt it was taking about the
same time. Interestingly only 17%
of respondents reported that it
was taking less time to sell. Whilst
this could reflect the patchy nature
of the market bought about by
uncertainty over the budget it has
certainly put a brake on business
transition activity during this quarter.
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Success Rate in Selling
Businesses
The June Quarter has seen a poorer
success rate than Q1 2014 though this
is marginal. It could be argued that the
lack of movement in the success rate
over the 2014 calendar year to date is
setting the benchmark for the remainder
of the year. Looking at this indicator as a
measure of business confidence signals
that the immediate optimism after the
election of the new government has
stalled and remains in a holding position.
Time will tell if this position deteriorates.
Number of Qualified Buyers
The respondents to the survey report
that there are marginally fewer buyers
looking at present than in the previous
Quarter. Given that the previous quarter
takes in the January holidays this indicates,
from a ‘seasonal’ perspective that there
has been a marked decrease in activity
over this quarter from where it should
be at this time of the year. Given that the
Federal Budget was not well received it is
not surprising.
Factors Restricting the Ability
to Sell Businesses
The number 1 reason given during this
quarter for impeding the “deal” was the
pricing expectations of Sellers. Whilst
this was the same as the previous
quarter a significant higher number of
AIBB Business Brokers (over 60% more)
sited this factor. The number 2 reason
was equally Buyer pricing expectations
and access to finance. This indicates a
high degree of ‘nerves’ on the part of
Sellers, Buyers and Financiers as to the
future stability of the economy.
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Access to Finance
Conditions for accessing Finance
appear to have deteriorated
marginally during Q2, 2014 with
68% of AIBB Business Brokers
indicating that there had been no
change but 17.5% (up from 16% in
Q1 2014) indicating more difficulty
in obtaining finance.

Outlook for Business Sales
A slight deterioration in the
sentiment looking forward to
Q3 2014 was reported by AIBB
Business Brokers at the conclusion
of Q2 2014.
By the end of Q2 the budget had
been tabled and the ‘austerity’
measures outlined. Sentiment
as to what this would mean to
confidence in the Small Business
Sector was not high and member’s
views reflect that, at very best, Q3
would parallel Q2 2014.

7

Buyer Demand for Individual Businesses
During Q2 of 2014 Transportation/Distribution and Import/Export based businesses were equally
popular as the most sought after businesses by Buyers.
Accommodation/Tourism businesses were the next most popular, possibly as a result of the falling value
of the Aussie Dollar making Australia a more economical holiday destination, and a greater reason for
Australian’s to holiday at home.
Food/Hospitality and Lesisure/Entertainment businesses were ‘on the nose’ and the reality of penalty
rates adversely effecting profitability in these sectors may have had an impact on desirability.
Other less sought after businesses were Automotive (due to industry lay offs) and Home based
businesses followed by Beauty/Healthcare (possibly as a result of the GP Co-Payment announced in the
Budget) and Retail reflecting a consumer downturn across the board.
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Multiples for businesses sold for less than
$250,000
The ‘buy yourself a job’ segment
We surveyed AIBB Accredited Business Brokers on
the multiple of earnings that businesses sold for in this
category for the June Quarter. For businesses that
sold for under $250,000 (excluding real property) the
multiple ranges of Adjusted Net Profit (PEBITDA –
Proprietors Earnings before Interest,Tax, Depreciation
and Amortisation) were spread.
One to 2 Times PEBITDA achieved the Primary
indicator (53%) with the remainder evenly spread
between ‘Less than 1 times’ and ‘2–3 times’.This is
consistent with last quarter overall, however, the primary
indicator was stronger for this category in this quarter
than last possibly suggesting the marketplace is sticking to
known averages during times of uncertainty.

Multiples for businesses sold between
$250,000-$1,000,000
The mainstream small business segment
We surveyed AIBB Accredited Business Brokers on
the multiple of earnings that businesses sold for in this
category for the June Quarter. For businesses that sold
for between $250,000 - $1,000,000 (excluding real
property) the multiple ranges of Adjusted Net Profit
(PEBITDA – Proprietors Earnings before Interest,Tax,
Depreciation and Amortisation) were spread.
One to 2 Times PEBITDA achieved the Primary
indicator (38%) with the remainder ‘2–3 times at 31%
coming in second.This is a significant change from Q1
2014 indicating that earnings multiples (and therefore
prices) have dropped during Q2 2014 in this sector. It
may indicate that the pre-budget ‘jitters’ prior to the
Budget delivery in May and the drop in confidence
following its delivery spurred vendors to discount prices
to seal a ‘deal’.The remainder of 2014 will determine if
multiples in this sector rebound
to their traditional levels.
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Multiples for businesses sold between $1.0$4.0 million
The elite small business segment
As the size and value of businesses increase, the basis of
their valuation typically changes from an earnings model
before the owners salary (PEBITDA) to an earnings
model after market based remuneration to the owners.
We have used EBITDA – Earnings before Interest,Tax,
Depreciation and Amortisation to reflect this.
Contrasting with Q1 2014 the Primary Indicator, whilst
it showed the same earnings multiple range of 2-3 times
EBITDA, the percentage indicator was more than double
that recorded in Q1 indicating that like the ‘mainstream’
small business sector, prices had dropped during this
quarter to reflect future uncertainty in the market.

Multiples for businesses sold for more than
$4.0 million
The lower middle market segment
For the Lower Middle Market Segment of Business sales,
like the previous quarter the market range was spread
as these sales are invariably strategic B2B sales where
the focus is increasingly on what the business is worth
strategically to the buyer rather than to the market as a
whole.
Typically Lower Middle Market companies sell at higher
multiples than the ‘elite’ small business sector reflecting
diversified risk and synergistic operational parameters.
Whilst they may not be ‘once in a lifetime’ opportunities
for incremental growth they may very well be once in a
decade stepping stones to ‘going public’.
Interestingly both 2-3 times EBITDA and 4-5 times
EBITDA attracted 23% indicators possibly demonstrating
that Buyers are negotiating hard for quality businesses but
have discounted others below the traditional 3-4 times
earnings level.
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Reasons For Sale
In Q1 2014 we reported that ‘Retirement’
was the #1 issue given by Sellers for
putting their Businesses on the Market.
During Q2 2014 ‘Retirement’ was the least
popular reason for sale.
By far the most popular reason given
during Q2 2014 was ‘unsolicited offers’.
Given the other sentiments expressed in
this report relative to the Federal Budget
and the ramifications both before and
after its release in May, it could be that
Owners looking to retire, have pulled back
from the market as prices have fallen. It
also could indicate that cashed up Buyers
are scouting for ‘bargains’ and when Sellers
are approached are willing to negotiate to
secure a deal.

Location of Buyers & Sellers
The survey of Sales across the board
indicates quite conclusively that the
majority of Buyers are located in the State
where the business for sale is located. A
small percentage come from interstate
and an even smaller percentage come
from overseas.
Sellers should be very wary of
Intermediaries who ‘pitch’ that there are
legions of overseas Buyers who will pay
a premium price to buy an Australian
Business.
The facts indicate that few businesses
in the SME space are actually sold to
non resident Companies or Individuals.
In terms of price we often find that in
instances where an overseas based Buyer
is looking at purchasing an Australian
Business there is downward pressure on
price due to our relatively high currency.
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Who Are The Buyers?
The survey indicates a slight change in favor of
Incorporated Entities as the Primary Buyers of
Australian SME’s during this quarter.
This is a change from Q1 2014 where the split
was 50/50 between Incorporated Entities or
Individuals.This could reflect the uncertainty in the
marketplace post Budget where Individuals are
sitting on their hands waiting for a sign that this are
going to get better.
The remainder of 2014 calendar year will signal
if this ‘attitude’ will reverse or if it will be the new
‘normal’.
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QUARTERLY ANNUAL SNAPSHOT
COMPARISONS
Second Quarter Comparative Data 2013 / 2014 - Number of New Listings

Second Quarter Comparative Data 2013 / 2014 - Change to the Price of Businesses
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Second Quarter Comparative Data 2013 / 2014 - Time Taken to Sell a Business

Second Quarter Comparative Data 2013 / 2014 - Major Factors Restricting
The Ability to Sell Businesses
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Second Quarter Comparative Data 2013 / 2014 - Availability of Finance to
Purchase Businesses

All Media Enquiries
Please Contact Doug Wiles, AIBB Client Services Officer on (02) 9431 8679 or info@aibb.org.au
© Australian Institute of Business Brokers 2014. All Rights Reserved.
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PO Box 576, Crows Nest NSW 1585
Freecall 1300 79 66 67
Phone 02 9431 8679
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02 9431 8677
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AIBB - Education & Training To Raise Professional Standards
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