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Business loans made easy.
BizExchange understands that whether you are buying or selling a business, business financing 
is a likely consideration. We also know that finding the right person at the bank to deal with your 
issues is not always as easy as it should be.

This is why we have established relationships with a range of financial providers so that you can 
complete one form and have it received by the right person at each of the institutions you have 
nominated. Not only that, we know their lending criteria, so we will only present you with the 
banks that are prepared to consider your application.
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1.The BizExchange Index
1.1 Introducing the BizExchange Index
One of the major impediments to private business sales in Australia is the 
hidden nature of the market.  BizExchange is increasing the liquidity and 
value of private business by:

• 	 Raising awareness of the market, and facilitating access to 
business opportunities through listings on its online 
marketplace – www.bizexchange.com.au 

• 	 Raising awareness of business values through the 
publication of the BizExchange Index and the website  
www.valuemybusiness.com.au  

All too often buyer and seller, investor and equity raiser have unrealistic 
expectations of business values.  By publishing the quarterly BizExchange 
Index we hope that current and potential owners will approach future 
transfers of ownership with more realistic expectations.

The BizExchange Index is generated from actual vendor data as well as the 
collation of expert opinion.  Values are only included where sufficient data is 
available.

The BizExchange Index is applicable to over 95% of businesses in Australia.

The BizExchange Index is published quarterly.  This ensures that the 
valuations are up to date, and also enables ongoing analysis of trends in 
valuation across various industries.

The BizExchange Index provides a guide to business values based on the 
earnings multiple for industries and business size.  However other factors 
need to be considered when assessing an individual business.  Some of the 
important factors are:

• 	 Type of Income
• 	 Profit Margins
• 	 Stability
• 	 Competitive Advantage
• 	 Industry lifecycle
• 	 Reliance on owner 

operator
• 	 Market Fluctuations

A number of these will be more or 
less important depending on the 
specific industries and 
organisations.

About BizExchange
BizExchange provides an independent, 
confidential online marketplace for 
business owners and advisors to buy 
and sell, (full or partial) businesses.  
Established in 2006, BizExchange’s 
Founding Members include: KPMG, 
William Buck, Jamieson, FINH, 
Fordham Wealth, and Lloyds Business 
Brokers.  BizExchange is supported by 
CPA Australia and IBISWorld. 

BizExchange is cost effective, listing a 
business for sale or investment costs 
less than half the price of an advert for 
a single day in a national paper and 
lasts for as long as it takes.  Those 
looking to buy or invest in business can 
register with BizExchange and set up 
alerts free of charge.

About IBISWorld
IBISWorld is Australia’s richest source 
of business information. We provide 
independent, accurate, 
comprehensive, and up to date 
research on over 500 industries, 
including statistics, analysis and 
forecasts. We also have reports on 
Australia’s top 2000 companies and 
Risk Rating Reports on every industry 
detailing the factors affecting the 
operational risk including industry 
structure, growth and external 
sensitivities. If you are looking to buy or 
sell, whichever industry IBISWorld has 
all the information to help you make 
better business decisions. 

For more information visit
www.IBISWorld.com.au 
or call (03) 9655 3881

Further Information
The BizExchange Index is published 
quarterly. This will ensure that the 
valuations are up to date, and also 
enable ongoing analysis of trends in 
valuation across various industries.

This report can be downloaded from  
www.bizexchange.com.au
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2. Key findings for the  
June Quarter 2009
1. The market in the June quarter has come back to life after being 
effectively frozen early in the year. There was a substantial increase in 
the number of listings after the dramatic drop in the previous quarter.
 
2. The ongoing refusal of business owners to sell at anything lower 
than current prices continues to provide a floor in Private Business 
prices. With prices holding relatively steady over the last 3 quarters 
despite substantial variations in volume.

3. The growth in the volume of businesses listed for sale in Australia 
has risen again after the sudden drop last quarter. This is reflected in 
the graph to the left.  

4. The overall market trend of declining values continues with some 
fluctuation between quarters resulting from variations in the type and 
quality of businesses on offer.   

5. The value of businesses 
continues to be aligned with 
turnover across all industry 
sectors. 
 
6. The number of businesses 
advertised for sale for less than a 
year’s earnings continues to 
increase. This reaffirms a longer 
term trend that had business sales 
at these low multiples first seen 
just over 2 years ago.

7. The number of businesses 
listed for sale with a turnover of 
greater than $5 Million has decreased dramatically in the last two 
quarters.  This is evident in the dramatic decrease in the number of 
industries for which there was sufficient data to calculate an index 
value in this price range.
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3. Trend Analysis
BizExchange has been monitoring Australian Private Business values 
since March 2006, and publishing the BizExchange Index since 
September 2006.  Over that time there has been significant variance in 
business values across all industries and business sizes.  From March 
2007 to September 2008, business values in many sectors almost 
halved due to an oversupply of new listings combined with worsening 
business conditions. However the last nine months have seen a 
reduction in the number of listings and relatively stable values.  So it 
appears that there may be a floor in business values which will prevent 
them falling significantly further.

The number of businesses advertised for sale has increased again, 
although it is still below the peak. This follows a fall of nearly 33% in the 
March quarter. Anecdotally this appears to be due to business owners’ 
reluctant acceptance that current prices may continue for some time.  
The impact of the global financial crisis has had relatively little impact 
on business prices, particularly in comparison to impact of the 
generational shift in business ownership from Baby Boomers to the 
younger generations.

The volume of business owners considering putting their business up 
for sale is expected to continue to increase in the medium term as the 
number of baby boomers entering retirement increases. It will be 
interesting to see how long some of these business owners are able to 
delay the sale of their business, or whether they are simply closing their 
businesses without selling.

The actual market value of businesses is likely to be less than that 
published as a significant number of business listings are being carried 
over from previous quarters, indicating that they are having difficulty 
attracting buyers at their advertised price.

There has been a significant 
improvement in market sentiment, 
with less people predicting a 
decrease, and more predicting an 
increase, the majority of buyers and 
sellers are predicting pricing to 
continue at current levels.  However 
the net sentiment is still 
predominantly negative with far 
more people predicting prices will 
fall than those predicting prices will 
rise. 
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4. Commentary
Prior to the global financial crisis, BizExchange reported that the 
continued increase in the volume of businesses for sale due to baby 
boomer retirement combined with a shortage of funding available to 
Gen-X and Gen-Y would result in businesses either taking longer to 
sell, selling for less money, or both.  While many expect the global 
financial crisis and the related credit crunch to accelerate this 
prediction, to date all it appears to have done is temporarily frozen the 
market during the March Quarter.  With the market coming back to life 
during the June Quarter, prices have remained relatively steady. 

This is because there is a price point at which a retiring business 
owner would rather not sell the business than sell it for less than they 
believe it is worth.  So while there is little doubt that there are 
businesses for sale at historically low prices, and any business forced 
to sell at this time will find the going tough – the over-riding sentiment 
of business owners is that they would rather obtain their retirement 
income by working longer, than selling out.  This is effectively putting a 
floor under the market.

Potential buyers are once again able to raise sufficient capital to fund 
the purchase of a business, however the lenders are likely to be 
looking for more stringent due-diligence, and strong balance sheets in 
the targeted business.  Subsequently businesses will need to be in 
good health with well maintained and presented accounts if they are to 
obtain premium prices. 

The small business owner is likely to be reliant on selling their business 
to an owner operator.  With Gen X and Gen Y unable to access their 
superannuation savings to purchase their own business, and already 
heavily in debt due to high housing prices, funding of the business 
purchase is going to be an ongoing issue.  

Another factor beginning to impact on business sales is the possible 
implications of a slower economy on future revenue projections.  In a 
buyer’s market this directly translates into lower prices as the EBIT 
ratios will be calculated based on future rather than historic earnings.  
This is also likely to increase the number of sale transactions involving 
an “earn-out”.

The very strong expectation in the market for further falls in prices and 
the apparent floor in business prices are currently at odds.  In 
December we predicted that this would result in reduced transaction 
volumes until the market adjusts to a new norm. This was clearly 
evident in the March quarter as the volume of listings and transactions 
fell away while prices remained steady.  With the volume of businesses 
listed for sale increasing again it will be interesting to see how long the 
current prices will be maintained.
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The reduction in the number of middle market businesses for sale appears 
to be a prudent response to a tightening of finance available for potential 
buyers in this sector.  With the owners of these businesses better able to 
take a less active role in the day to day running of these businesses, it 
appears the majority of them are postponing retirement plans until the 
market improves.

A growing awareness and acceptance of EBIT multiples as a valuation 
method and the exclusion of property from sales figures is making the 
numbers more consistent.  However, the treatment of owner salaries 
remains problematic for micro businesses.  Particularly as they are trying to 
compete with franchisors for potential buyer attention and franchisee 
incomes usually include salary.  

It is pleasing to see that a wider variety of businesses are listing as going 
concerns.  Retail and hospitality businesses continue to be over 
represented as these industries have traditionally had higher churn rates, 
with some businesses changing owners several times in a decade. In 
contrast a professional consultancy may be sold once in a lifetime.  With 
this in mind it is perhaps not surprising to find that the most under 
represented industry segment is Business Services - just 4% of listings 
whilst representing 25% of all businesses.   

It is expected that over the longer term the number of businesses for sale 
will continue to grow, and that the variation in pricing (as a multiple of EBIT) 
will continue to converge.

Detailed reports are available on business values for specific industries 
and specific business size and also in the Professional edition of the 
BizExchange Index.  These publications can be purchased from  
www.valuemybusiness.com.au

…or use BizExchange – where today’s business buyers go.

you could rely on 
word of mouth...

advertise in 
the newspaper...

put a sign 
in the window...

BUSINESS
FOR SALE

www.bizexchange.com.au 

Selling a business?
Supported by:

Disclaimer
Whilst BizExchange Pty Ltd ACN 118 158 231 
(‘BizExchange’) seeks to ensure the reliability of 
information contained in The BizExchange 
Index, the information has been derived from 
third party sources. BizExchange believes the 
third party sources to be reliable and accurate 
at the date of publication. However, it does not 
give a warranty to this effect, and the 
information is provided to you on an ‘as is’ 
basis.
 
The BizExchange Index and all its contents are 
prepared for general information only, and as 
such, the specific needs, financial objectives 
and financial situation of any particular reader 
has not been taken into consideration. Users 
should therefore undertake their own 
investigations and consult with their professional 
advisors before acting on any of the information 
contained in the BizExchange Index.
 
To the extent permitted by law, BizExchange 
and all its employees, agents and 
representatives, exclude and disclaim any 
liability for loss or damage (including indirect, 
special or consequential loss or damage) arising 
from the use of, or reliance on, any information 
contained in this report, whether or not caused 
by any negligent act or omission. If the law 
prohibits the exclusion of such liability, 
BizExchange hereby limits its liability, to the 
extent permitted by law and to the re-supply or 
the cost of re-supply of the said information.


