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BUSINESS OWNERS

DON’T LOOSE

YOUR MOJO

Many business owners run out of passion and enthusiasm for
their business, and sell for much less that the business could be
worth.

Don’t let that happen to you.

2017

In Summary
During 2017 the team of brokers working with Benchmark saw over
280 business sale transactions completed across all Australian states,
and a wide range of industries. We saw transaction values range from
as low as $30,000 up to $32 million.
Our offices in Brisbane, Gold Coast, Sydney, Melbourne, and Adelaide
all reported increased activity in 2017, in markets which were all a
“buyer’s market”. The team at Benchmark feel that the amount of
completed transactions could have been significantly greater, if certain
conditions had prevailed.
How could we have seen more sales completed? Two primary issues
prevented our teams from finalising more sales transactions. These
are:
1.
2.

A lack of preparation and “sale readiness” from business owners.
A high rate of “fall-over” primarily due to finance providers
withdrawing funding to buyers at the last minute.

The team at Benchmark are working upon countering these challenges
in 2018 by;
•
•

Working with business owners more pro-actively to help them to
prepare for their business sale well before they need (or want) to
sell. That is having an Exit Plan in place.
Ensuring that funding for acquisition and purchase is “locked in”
with financiers before allowing purchasers to proceed too far with
the acquisition process.

This will require the parties on each side of the business sale
transaction to do a little more preparation before entering into
an agreement, and we know that therefore the parties will need
professional guidance and assistance from a team of advisors to assist
with this.

Find out how you can maximise the value of your business, and
sell on your terms by planning ahead.
Talk to one of our team of specialists, and find out how you can
plan for the sale of your business before you lose you mojo.

Benchmark is now looking to engage with professionals who can
assist business owners to maximise the outcome of the business
sale. We are looking to work with lawyers, financiers, exit strategists,
and accountants across Australia to assist business owners to walk
away from their businesses with the best possible result that they can
achieve.
The information in this edition of Meaning Business has some of
Benchmark’s “Team Leaders” providing their observations on their
specific markets. I hope that you find the information of benefit to you
in your profession and business.
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Trending right now

Supermarkets
Current State of the Market

Future Predictions 2018-2020

The Supermarkets and Grocery Store industry is one of the most
fiercely competitive industries in Australia. The rapid growth of ALDI
over the past five years has significantly altered the industry.

The Supermarket Team see the next 2 – 5 years as a growing time for
Independent Supermarkets as they continue to grow their number
of stores, continue to expand private range, and focus on the evergrowing category’s, reducing Cost Of Doing Business and working
with logistics for a more streamline operation ensuring the success of
owner-operated Supermarkets here in Australia.

ALDI has grown in popularity, largely due to its discount private-label
products. The rise of ALDI has forced the two established industry
giants, Woolworths and Coles, to cut prices and expand their
private-label product ranges.
Independent supermarkets, such as IGA, Foodworks and Spar have
been working closely with their independent retailers to ensure they
follow same suit, to protect and increase their own market share by
also being price driven. They are being guided to become more store
focused, encouraged to reinvest back into their individual stores and
working closely with their customers to ensure they remain just as
competitive if not better positioned to ensure growth in sales and
profit continues. Independents have a major advantage over the three
majors as most owners work and live within the community they
operate.

The big difference in independents is they can successfully operate a
supermarket from 100m2 up to and beyond 800m2 very successfully,
which is near impossible for any major supermarket to succeed in.
Independent supermarkets are here to stay and will grow and prosper
into the future. (Just look overseas and see the trends happening with
very successful independent supermarkets operating in a competitive
market)
The Benchmark Supermarket Specialists are working closely with
Metcash, Foodworks, and Spar Australia to ensure all relevant
information continues to flow through to our clients and ensuring
we maintain knowledge of the ever-changing landscapes within the
supermarket sector.

The IGA banner currently operate approximately 1,300 stores.
Woolworths have a mere 861 stores and Coles 746. That said, Coles
and Woolworths stores occupy much more space than the average
IGA outlet and still, IGA handle a large share of the grocery market at
approximately 7.1%.
1300 366 521 | supermarkets4sale.com.au
The average weekly spend at an IGA store is $353 per square metre,
versus $278 per square metre at Aldi, $260 per square metre at
Coles and $241 per square metre at Woolworths. The Benchmark
Team of Supermarket Specialists in 2017, is on target to average two
Supermarket sales per Month selling at an average 2- 2.5 x adjusted
net profit or an average of 12 x Multiple sales excluding GST. (This may
vary for different size store formats, condition of plant & equipment
and other major factors with each individual store appraised on its own
merits).
Banks are still lending, but are proving to be more strict on criteria for
approval and ‘The Supermarket Specialists’ are working closely with the
buyer and the lender, to ensure we have met each bank’s criteria.
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Mathew Hartley

National Supermarket Sales Team Leader

0400 412 593
mathew@benchmarkbusiness.com.au

Trending right now

Service Stations
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Current State of the Market

Market Expectation for Future

Service Stations are on high demand in the market, as the year draws
to its conclusion, we can now begin to judge, the performance for
Service Station industry during the 2017 calendar year. There is great
demand in the market and the supply has been limited, this has made
best results for the vendors.

The market is healthy and will continue to grow more rapidly in country
areas as the market is starting to stagnate in metro’s due to high price.
The BP and Woolworths deal will have a immediate impact on the
market as the BP sites will increase rapidly in numbers and there will
be many for taking in the immediate future after the deal goes through.
BP is looking to sell directly to the dealers, this will increase no. of Multi
Store operators. The market would stabilize 6 months after the deal
and will have more sites coming back to the market from the Multi site
operators who will try to sell at a higher price than what they purchased
for through BP directly.

Buyers are snapping up any type of Service Station, across all ranges.
Whilst this has kept the market healthy, some brokers & vendors have
tried to exploit it little too much with high pricing. Benchmark Service
Station Team has sold a service station within an hour of signing the
Authority and that too was for the full vendor’s asking price. This shows
the high demand existing currently and it’s certainly common nowadays
to hear people blaming the market or the economy for the challenges
they experienced due to this.
Service Stations come across in few different types most commonly:
Commission Agency, Franchise Service Stations, Leasehold and
Freehold Sites. The market has proved that there is a buyer for all
types, from $100,000 to more than 10 Million. The best in demand
are the Leasehold Service Stations and that is my pick too. Leasehold
service stations don’t burden you too much with investment and also
come with same profit gain in business as in freehold sites, excluding
the Rent & Interest payment considerations.

Benchmarking
Benchmark Service Station Specialists are working closely with the
Fuel Companies, Vendors, Buyers, Accountants, Lawyers and Finance
Brokers to ensure all deals go through smoothly with little or no
disturbance to the operation of the business. Benchmark has also
teamed with great group of Lawyers & Finance Brokers to help the
clients if they require any assistance for their Business purchase or
sale.

Karthik Arasu

Service Station Specialist

0422 310 325
karthik@benchmarkbusiness.com.au
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Trending right now

Salons

Current State of the Market
2017 has proven to be another robust year within the salon division
with the salon team delivering more than 1 business settlement every
week. Hair and Beauty salons sales have been consistent over the last
10 years with many business owners opting for Benchmark to deliver
their business sales. The overall capitalisation rate for sales has also
remained consistent over this period with Managed Salons at 2 x Adjust
Net Profit, Mid Range Owner Operator at 1.5 x Adjusted Net Profit and
Entry Level at 1 x Adjust Net Profit. The current lending requirements
from banks indicate that they will support buyers at around these levels
however a strong deposit and assets with equity always help to secure
appropriate funding.
The busy sales periods this FY were once again in the traditional times
of January (new year), June (end of financial year) and November (pre
Christmas settlements).

Future Predictions - 2018 - 2020
We believe the next few years will deliver again a positive sales period
where sales volumes will be consistent to previous years. However,
if we find that a financial crisis hits, interest rates increase, housing
market dips etc. Then this will have a knock-on effect within our
industry and there will be an increase of salons coming onto the
market for sale due to reduced consumer spending in store, job losses
and a reduction in net profit. In-turn the staff that have lost their jobs
often will purchase the newly listed businesses for sale and operate
the business at an owner-operator scale until economic stability is
returned. They then build the business into a Mid Range / Managed
salon and finally sell to an investor once the economy is robust again.

Iain Horne

National Salon Sales Team Leader

0413 903 595
iain@benchmarkbusiness.com.au
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Trending right now

Child Care
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Child Care Sector
Due to the sector being heavily “unwritten” by Federal funding
there are always significant changes being implemented by those in
power. When new policy is installed by the Government the flowthrough often impacts the profitability of services. Notably the most
recent change was Child to Staff ratios which distorted key metrics
resulting in services losing usable licensed places and ultimately
impacting profitability. Other challenges include proposed changes
to the school age intake which will result in a substantial amount of
children transitioning to school earlier for LDC. The next big challenge
commences on the 2nd of July 2018. This will see the new Child Care
Subsidy (CCS) replace the current Child Care Benefit (CCB) and Child
Care Rebate (CCR). Access to funding will now be tested on hours
worked by parents; this is set to be one of the most significant funding
changes in a decade.

Passive Investments continue on a hot streak showing no sign
of slowing with investor interest outstripping supply resulting in
significant pressure on yields with sub 4% being regularly achieved
at auction. While we do as many as we can in this space, the Passive
market is currently dominated by the likes of CBRE and Burgess
Rawson.

Future Outlook 2020
Operational sales will continue to churn at a moderate level. We
expect to see the number of transactions slowing and prices softening
in the not too distant future. Child Care is highly cyclical; regardless of
the buoyancy of the market we will adapt and seek new opportunities
when and as they arise.

Child Care Market
The Child Care Market is essentially broken down to 2 sub markets
– Passive Investments, and leasehold - going concern operations.
Operational investor appetite over the last three months has seen a
moderate amount of transactions take place.
These are predominantly driven by smaller operators seeking to grow
their existing portfolios, and long-term operators seeking an exit due
to oversupply or retirement. Activity by the corporates has cooled
significantly after an overheated 12 months and many appear to be
consolidating recent acquisitions. One noticeable “red flag” is the
Banks are regularly tightening lending policy. The next 24 months will
be interesting with the East Coast alone showing some 2000 new child
care services at various stages of planning, DA or construction.
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Lincoln Bridge

National Child Care Sales Team Leader

0424 370 025
lincoln@childcare4sale.com.au

State of the Market – General Sales Team

Company Buyers

The team and myself have experienced strong business activity
from both sides of the fence (Sellers & Buyers). Some of the type of
businesses sold in our team this year have been a couple of Water
Treatment Design businesses, Manufacturers, Air Conditioning Sales
& Installation, Industrial Floor Coatings, Automotive Mechanical
Workshops, Photography studio, Fitness gyms and restaurant to name
a few. As you can see there is a diverse range of businesses there.

Some of the larger sales have been companies looking to vertically
integrate a business into their existing operation. These sales have seen
the purchasing company acquire a high percentage of the business
(say 75% to 80%) and also retain the key person/director for a period of
time with a payout settlement of the balance in the short term.

General Sellers

I often come across Buyers looking to purchase a small business (short
term) to get them through to the retirement age, they may have some
equity or a little cash to get them into the business

The main reason for selling, is business owners who are looking to exit
and retire. Around 2 out 5 sellers are looking to retire right now.

Semi-Retired

General Buyers
I am now seeing more of a trend where semi-retired to retired,
are looking to purchase a business for a family member (son or
daughter), or the Buyer themselves are looking for a business that
will accommodate the entire family. It seems to be that a shortage
of employment that is driving parents to purchase their children’s
immediate future.

State of the Market – Adelaide Team
Adelaide has experienced a tight Business Sales market over the last
two years.
With the knowledge that Holden was closing its Elizabeth plant hanging
over the state and uncertainty over the future Defense/Submarine
project. The state suffered from nervous and extremely cautious
buyers and a banking system not keen to invest in small business.
Despite this, the Adelaide Office of Benchmark doubled its size during
this period and achieved a wide range of sales for its clients across a
variety of sectors.

Ian Salter

General Sales Team Leader

0424 370 025
ian@benchmarkbusiness.com.au

SA is still a small state with a total population of only approximately
1.2 million, and almost all live around the greater Adelaide Region. It
however boasts a temperate Mediterranean climate, an emphasis on
clean fresh produce grown locally, and some of the World’s best wine
regions less than an hour’s drive from the City. Coupled with affordable
housing and far less traffic than its Eastern counterparts, Adelaide is
being seen again as a great place to live.
The Adelaide team at Benchmark are all locals and bring to their clients
a depth of local market knowledge and experience unsurpassed in
the Industry. They look forward to working with you, be it buying a
business, selling a business or just gaining local knowledge in 2018 and
beyond.

2018 and Beyond
There is now a clear feeling of optimism in the air. By the time the
last Holden rolled off the line in early November 2017, less than 1000
people were still employed. Many have been retrained and are working
in other sectors.
New Contracts are being announced around the Defense sector will
see shipbuilding continue in SA. A State election early in 2018 is likely
to bring a new and fresh change of Government to SA after almost two
decades of Labour.

Brian Sander

Adelaide Team Leader

0418 823 248
brian@benchmarkbusiness.com.au
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STATE OF THE MARKET REPORT
Category

ACCOMMODATION

Demand*

DOMESTIC SERVICES
EDUCATION & TRAINING

FOOD & BEVERAGE

Approx. ROI

State of the Market

Caravan Parks Leasehold

Bank Valuation

15-20%

Demand is steady

Caravan Parks Freehold

Bank Valuation

9-16%

Alternate use drives value. Demand up

16-20%

Rural demanding cooling. Freehold popular

1 years Nett + P&E

100%

Franchises operations in demand

2 times Nett +/-

28-50%

Independents still popular

4 to 5 x EBIT

17-22%

Premium locations still sought by buyers

Storage Complexes

13-18%

Demand is rising

RTO’s

22-40%

Government changes influence value

Mechanical Workshops
Service Stations
Childcare Centres

Bakeries (Non franchise)

Year P/EBITDA + P&E

50-100%

Demand still down

Specialty Franchise Bakeries

10-14 x weekly sales

35-40%

Sales volume critical to profitability

Times P/EBITDA

35-50%

Depends upon brand

1 years Nett + P&E

50-100%

Unpopular

1 years Nett

50-100%

Location dependent

50-100%

Managed businesses are most popular

Multiple of EBITDA

25-100%

Popularity has increased - again

2-3 x PEBITDA

33-50%

Values have declined

40-50%

Hard to secure listings

Cent per $

N/A

Steady demand continues

10%-15% T/O

P&E+

Capital intensive

Cent per $

Variable

Demand steady

$ for $

20% - 28%

Very strong demand

35-40%

Steady values

Food Franchise
Food Hall Businesses
Ice Cream Parlours

HAIR & BEAUTY

Hair & Beauty

MANUFACTURING

Manufacturing

MEDIA & COMMUNICATION

Post Office
IT & Communications
Accounting Practices
Printing

PROFESSIONAL
SERVICES

Professions
Real Estate Offices
Serviced Offices

RESTAURANTS

RETAIL SHOPPING

SPORTS & RECREATION

Cafe/Coffee Lounge (5 days)

1.5-3 times Nett

33-80%

CBD locations are very popular

Cafe/Coffee Lounge (7 Days)

1-2 times Nett

50-100%

Premium locations still sought by buyers

Restaurants

1-2 x PEBITDA

33-50%

Values have declined

Newsagencies

1.0 x PEBITDA

50-70%

Hard to sell

50-100%

Online retailers has killed this category

Surf Retail
Supermarket (LARGE)

11-14 times weekly sales

20-30%

Very strong demand

Supermarket (SMALL)

10-12 times weekly sales

30-40%

Migration buyers favour this sector

Depends upon type

25-100%

Popularity has increased - again

40-80%

Demand is much lower than 10 years ago

30-55%

Managed businesses are sought after

Plumbing

30-40%

Managed businesses are sought after

Electrical

30-40%

Managed businesses are sought after

Taxi Plates

18-23%

Uber has killed this industry

Gymnasiums
Home Services Franchises

TRADES

TRAVEL & TRANSPORT

WHOLESALE

2017

Rule of Thumb

Motels

AUTOMOTIVE

QUARTER 4

Cleaning Businesses

2 to 3 x EBIT

Transport Businesses

P&E + Goodwill

30-40%

Businesses with contracts are sought after

Travel Agencies

$25k per million

100%

Interest is low

Courier Services

Van Plus Goodwill

100%

Buy a Job Demand has reduced

Wholesale

Multiple of EBITDA

25-30%

Very strong demand

Click here to view our Recent Sales Data

INCREASING DEMAND

DECREASING DEMAND

STABLE

CONTACT US
AUSTRALIA’S

BUSINESS BROKERS
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P: 1300 366 521
admin@benchmarkbusiness.com.au
www.benchmarkbusiness.com.au

