
VPEG2 QUARTERLY INVESTOR REPORT | QUARTER ENDING 30 JUNE 2021

Vantage Pr ivate Equity  Growth 2
Quarter ly  Report
30 June 2021 

VPEG2



T
A

B
L

E
 O

F 
C

O
N

T
E

N
T

S

This  report  has been prepared by Vantage Asset  Management Pty  L imited ABN 50 109 671 123,  AFSL 279186 ( ‘VAM’) ,  in 

i ts  capacity  as  Investment Manager of  Vantage Pr ivate Equity  Growth 2.  I t  has been prepared without  taking into account 

the object ives ,  f inancia l  s i tuat ion or  needs of  any investor ,  which should be considered before invest ing.  Investors 

should seek their  own advice about  an appropriate investment or  investment strategy.  This  report  should not  be rel ied 

upon as personal  advice nor is  i t  an offer  of  any f inancia l  product .  A l l  $  referred to in  this  report  are Austral ian dol lars . 
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SUMMARY 
Vantage Private Equity Growth 2 (VPEG2) is a multi-manager Private Equity investment fund structured 

as twin Australian unit trusts (VPEG2A & VPEG2B). VPEG2 is focused on investing in professionally 

managed Private Equity funds that invest in businesses that are at a more mature stage of development, 

and in particular the Later Expansion and Buyout stages of Private Equity investment. 

The Fund’s investment objective for its Investment Portfolio is to achieve attractive medium to long-

term returns on Private Equity investments while keeping the volatility of the overall investment 

portfolio low. This is achieved by investing across a highly diversified portfolio of Private Equity 

assets with diversification obtained by allocating across manager, geographic region, financing stage, 

industry sector and vintage year.

VPEG2 has invested the majority of its Investment Portfolio into Australian based Private Equity funds 

who in turn are focused on investing into lower to mid-market sized companies headquartered in 

Australia and New Zealand, with enterprise value at initial investment of between $20m and $500m.

VPEG2 has made $51.1m1 of commitments across eight Private Equity funds and completed one co-

investment. As a result, VPEG2 has invested in 55 underlying company investments, with 14 exits 

completed to date. As at 30 June 2021, VPEG2’s investment commitments include; $10m to Adamantem 

Capital Fund 1; $8m to each of CHAMP IV, Next Capital Fund III and Odyssey Private Equity Fund 8; $6m 

to Allegro Fund II, $5m to Mercury Capital Fund 2, NZ$4m to Waterman Fund 3, NZ$2m to Pencarrow 

Bridge Fund and a $0.5m co-investment Fitzpatrick Financial Group.               

1.  Assumes an average AUD / NZ exchange rate 1.1 for VPEG2’s investment commitments to Waterman Fund 
3 and the Pencarrow Bridge Fund.
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PERFORMANCE  
The period 1 April 2021 to 30 June 2021 saw elevated levels of Private 

Equity activity across VPEG2’s portfolio as two portfolio companies were 

sold during the quarter as well as an additional announcement of a further 

two investment exits at quarter end. These four exits were completed by 

VPEG2 investee’s CPE Capital 8, Mercury Capital Fund 2 and Next Capital 

Fund IV. Following the completion of the sale of these companies, expected 

during the September 2021 quarter, the total number of companies sold 

from VPEG2’s portfolio will increase to seventeen.  

Across the quarter VPEG2’s underlying managers continued to work 

alongside management teams as they progress their investment agendas 

to deliver growth in the value of each portfolio company.

VPEG2’s underlying Private Equity managers’ report that the growth 

trajectory across most portfolio companies is in-line with or exceeding 

management’s expectations. Managers note that the liquidity levels in each 

portfolio company remain strong as they continue to effectively navigate 

the potential near-term challenges whilst also seeking opportunities to 

further grow and expand operations to ultimately deliver enhanced value 

from each company upon exit.  

The table on the follow page provides a summary of the performance 

of VPEG2’s portfolio across the quarter. VPEG2A’s Net Asset Value (NAV) 

decreased from $1.653 Per Unit at 31 March 2021 to $1.498 Per Unit at 

30 June 2021, due to the $0.29 Per Unit distribution paid to all VPEG2A 

investors during April 2021. 

VPEG2B’s NAV also decreased across the quarter from $1.722 Per Unit at 

31 March 2021 to $1.578 Per Unit at 30 June 2021, due to the $0.29 Per 

Unit distribution paid to all VPEG2B investors during April 2021. 

The $0.29 Per Unit distribution to all VPEG2 investors represented the 

realised proceeds of four previously reported underlying company exits 

from VPEG2’s portfolio including, Funlab (December 2020) and Lynch 

Group (April 2021), by Next Capital Fund III, Servian (December 2020), 

by Adamantem Capital Fund I and Gourmet Foods (March 2021), by CPE 

Capital 8. 

SPECIAL POINTS OF 
INTEREST

VPEG2 distributes $0.29 Per 
Unit to all VPEG2 investors 

during April 2021 

CPE Capital 8 completes the 
100% sale of Cell Care to 

Generate Life Sciences, the 
worlds largest provider of 
newborn stem cell services 

and reproductive tissue 
bank

Next Capital Fund III 
announces the sale of 

iseek, Australia’s leading 
cloud, Data Centre and 
Connectivity provider to 
a UK based Information 

Technologies and 
Telecommunications 
Infrastructure Fund

VPEG2 investee Mercury 
Capital Fund 2 announces 
the sale of MessageMedia 

for AUD$1.7 billion to Sinch, 
a leading global cloud 

communications business 
listed on the Nasdaq Sweden

As at 30 June 2021, VPEG2A 
and VPEG2B generated a net 
of fees return of 20.9% p.a. 
and 13.9% p.a. respectively, 
since final close on 28 May 

2015

Four exits across the June 
2021 quarter will deliver 

VPEG2 an average gross 4.5x 
return on invested capital, 

representing a return of 
56.9% p.a.
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As a result of the increase in value of VPEG2’s underlying portfolio across the quarter, along with the strong 

returns achieved by the four additional companies sold from the portfolio, VPEG2’s return to Investors continues 

to improve.

VPEG2A’s and VPEG2B’s portfolio value across the 2021 financial year increased 55.3% and 57.0% respectively. 

By comparison the ASX 200, which delivered its best ever financial year performance across the same period 

posted a gain of 23.2%. 

As a result, VPEG2A and VPEG2B has generated a net of fees return of 20.9% p.a. and 13.9% p.a. respectively, 

since final close of VPEG2 on 28 May 2015 to 30 June 2021.

VPEG2’s portfolio is well placed, with the value of the portfolio expected to continue to grow as underlying fund 

managers further maximise the value of each portfolio company prior to exit. It is anticipated that as managers 

enter into the final stages of negotiating the sale of a number of portfolio company investments, the number of 

exits from VPEG2’s portfolio is expected to increase across the next three to six months. These exits will deliver 

further distributions and value to VPEG2 investors across the second half of the 2021 calendar year, which will 

contribute to ultimately deliver a strong risk adjusted return for investors over the term of the Fund.

VPEG2 Entity Cash Fixed 
Interest 

Private 
Equity 
(Value)

Paid 
Capital ($ 

/ Unit)

NAV 
($ / 

Unit)

Cumulative 
Distributions Paid 

($ / Unit)

Total 
Value + 

Distributed 

Net Return 
Since 

Inception 
(p.a.)

VPEG2A 1.4% 0.2% 98.4% 1.00 1.498 0.539 2.037 20.9%

VPEG2B 1.5% 0.0% 98.5% 1.00 1.578 0.498 2.076 13.9%

VPEG2 SUMMARY PERFORMANCE AT 30 JUNE 2021

Taking into account this $0.29 Per Unit distribution paid to all VPEG2 investors during the quarter, the total value 

increase of VPEG2A’s and VPEG2B’s portfolio across the June 2021 quarter was 8.16% and 8.43% respectively, 

attributable to an increase in value of a number of VPEG2’s portfolio companies across the June 2021 quarter.
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KEY PORTFOLIO DEVELOPMENTS
The June 2021 quarter saw extensive Private Equity activity across VPEG2’s portfolio as two portfolio companies were 

sold during the quarter as well as an additional announcement of a further two investment exits at quarter end. These 

four exits were completed by VPEG2 investee’s CPE Capital 8 (Formally CHAMP IV), Mercury Capital Fund 2 and Next 

Capital Fund IV. Following the completion of the sale of these companies, expected during the September 2021 quarter, 

the total number of companies sold from VPEG2’s portfolio will increase to seventeen.  

During April 2021 CPE Capital 8 completed the 100% sale of Cell Care to Generate Life Sciences, the world’s largest 

provider of newborn stem cell services and reproductive tissue banks. As reported in the Australian Financial Review 

the exit was valued over $200 million, representing another exceptional investment return for CPE Capital 8 investors, 

including VPEG2. 

During June 2021, Mercury Capital Fund 2 announced the sale of MessageMedia for USD$1.3 billion (AUD$1.7 billion) 

to Sinch, a leading global cloud communications business listed on the Nasdaq Sweden. In addition, Mercury Capital 

Fund 2 also completed the 100% trade sale of Hexagon to MCC Label (Multi-Color Corporation) a global supplier of 

premium label solutions. These exits mark an excellent investment for Mercury Capital Fund 2 and is representative of 

the strong partnership that Mercury formed with the MessageMedia & Hexagon founders and the management teams 

over each investments hold period.

Furthermore during June 2021, Next Capital Fund III announced the sale of iseek, Australia’s leading cloud, Data Centre 

and Connectivity provider to a UK based Information Technologies and Telecommunications Infrastructure Fund.

During the quarter, VPEG2 received distributions totaling $6,838,893 from underlying funds Adamantem Capital Fund I, 

CPE Capital 8, Next Capital Fund III and Mercury Capital Fund 2.

In addition, VPEG2 paid a distribution of $0.29 / unit, totalling $10,417,626, to all VPEG2 investors on 20 April 2021.

The distribution from Adamantem Capital Fund I was due to the receipt of the realised proceeds of previously 

announced exit Servian during the December 2020 quarter. The distribution from CPE Capital 8 resulted from the exit 

of previously announced portfolio company Gourmet Foods (March 2021) and from the further proceeds of previously 

exited Pepperstone Group and from the strong operating performance of Banksmeadow and Panthera Finance. The 

distribution from Next Capital was from the partially realised proceeds resulting from the IPO and   successful listing on 

the ASX of Lynch Group (ASX:LGL). The distribution from Mercury Capital Fund 2 was related to the dividends received 

from underlying investment FiftyFive5 due to the strong earnings improvement of that underlying company across the 

2021 Financial year. 

With ten investments completed by CPE Capital 8 (formally CHAMP IV), nine by each of Allegro Fund II, eight by Next 

Capital Fund III, seven by Mercury Capital Fund 2, six by Adamantem Capital Fund 1, five by Odyssey Private Equity Fund 

8, four by each of Pencarrow Bridge Fund and Waterman 3 and one co-investment, the total number of underlying 

Private Equity company investments completed in VPEG2’s portfolio as at 30 June 2021 was 55, with 14 exits completed 

to date. 
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RECENTLY COMPLETED EXITS
During June 2021 CPE Capital 8 announced the 100% sale of Cell Care for a media reported value of 

$200 million to Generate Life Sciences, the world’s largest provider of newborn stem cell services and 

reproductive tissue banks. 

CELL CARE – CPE CAPITAL 8

Since CPE Capital’s investment in Cell Care in October 2018, the company has experienced consistent growth in its 

financial performance, underpinned by the evolution and development of the Canadian annual storage model. The 

growth in CPEC’s investment value came from the successful implementation of several initiatives including:

 - Implemented new hospital partnership agreements, particularly in Australia;

 - Updated and optimised the pricing structure in Canada;

 - Introduced new online marketing channels and increasing presence on social media;

 - Successful early refinancing with returns of capital during CPEC’s ownership; and

 - Developed a number of other future growth initiatives including: the public bank partnership, entry into the NZ 

market and a new placental storage business.

The sale of Cell Care represents a robust investment return and distribution for CPE Capital 8 investors, including VPEG2 

across a 2.6 year investment hold period. VPEG2’s share of the net sale proceeds of Cell Care will be distributed to all 

VPEG2 investors upon the realised proceeds being received during the September 2021 quarter.

During June 2021, Mercury Capital Fund 2 completed the 100% trade sale of Hexagon for a media 

reported value of $NZ410 million ($381 million) to global supplier of premium label solutions company 

Multi-Color Corporation (MCC Label).

HEXAGON – MERCURY CAPITAL FUND 2

Since Mercury Capital Fund 2’s investment in Hexagon in 2015, management successfully rolled-up a number of 

companies in the highly fragmented label printing industry in New Zealand and Australia, into one holding company, 

comprising of eight highly profitable businesses including Kiwi Labels, Rapid Labels, Hally Labels and Adhesif Labels. 

Mercury transformed the business’s earnings from an approx NZ$1m a year, to a budgeted NZ$50m expected for the 

FY22 period (31 March 2022 financial year end). Hexagon today has over eight production facilities across New Zealand 

and Australia employing over 500 staff. 

Clark Perkins, Chairman of Mercury Capital and Hexagon Holdings, said: “We are proud to have established Hexagon 

and built its operations over the past eight years to be the leading manufacturer of self-adhesive labels in Australasia. 

The MCC and Hexagon businesses are highly complementary, and we can see many opportunities for the combined 

business in the Australian and New Zealand markets. Today’s announcement is the culmination of the efforts of all of 

our employees throughout our ownership and we are deeply grateful for their efforts.”

The transaction is subject to New Zealand Overseas Investment Office (OIO) approval. Upon approval, the sale of 

Hexagon marks an exceptional investment return and distribution for Mercury Capital Fund 2 investors, including 

VPEG2 across a 5.5 year investment period.
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OVERVIEW OF RECENTLY ANNOUNCED EXITS

During June 2021, VPEG2 investee Mercury Capital Fund 2 announced the 100% sale of 

MessageMedia for AUD$1.7 billion to Sinch, a leading global cloud communications business 

listed on the Nasdaq Sweden.

MESSAGEMEDIA – MERCURY CAPITAL FUND 2

MessageMedia was founded in 2000, and was originally known as Message4U, before rebranding in 2004.

Following Mercury Capital’s initial investment into MessageMedia via Mercury Capital Fund 2 in August 2018, the 

business transformed from operating as a primarily Australian and New Zealand SMS provider to become the 

leading global Server Message Block (SMB) Customer Engagement platform.

Mercury Capital Fund 3 subsequently invested in MessageMedia across two tranches (November 2019 and January 

2020), along with an additional follow-on investment by Mercury Fund 2. These investments further supported 

the business’s transformation in rebuilding the management team, consolidating the platform and the successful 

add-on investment of US-based messaging platform SimpleTexting.

MessageMedia is the largest provider of SMS-based marketing and communications in Australia and New Zealand, 

employing more than 350 people and is estimated to send 420 million messages a month across 200 plus countries 

on behalf of over 60,000 clients.

This exit culminates an excellent investment for Mercury Capital and at the time of announcement represented 

one of the largest ever deals for an Australian technology company. Once completed, the sale will deliver Mercury 

Capital Fund 2 investors, including VPEG2 with a strong return on investment across a 2.8 year investment period. 

VPEG2’s share of the net sale proceeds of MessageMedia will be distributed to all VPEG2 investors once the sale 

is completed during the second half of 2021.

During  June 2021, Next Capital Fund III announced the 100% trade sale of iseek, Australia’s 

leading cloud, Data Centre and Connectivity provider to a UK based Information Technologies 

and Telecommunications Infrastructure fund.

ISEEK - NEXT CAPITAL FUND III

Following Next’s acquisition of iseek in August 2018, management heavily invested in the construction of two 

state of the art physical data centres in Brisbane & Townsville and captured material contract tenders from large 

state government agencies and tier one corporate clients. These initiatives, along with the industry tailwinds 

of organisations outsourcing data storage, positioned the business to have a strong long-term opportunity set, 

representing an attractive investment for the international acquirer.

iseek received a Non-Binding Indicative Offer (NBIO) during February 2021, from the acquirer. Next Capital 

management offered a limited period of exclusivity to allow the buyer to conduct a fulsome due diligence process.
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Satisfied with the due diligence outcomes and receiving final IC approval to proceed at the NBIO price, a sale 

agreement was executed during March 2021. The transaction results in Next Capital exiting 100% of its interest, 

with Jason Gomersall (founder) re-investing most of his shares into a new partnership with the acquirer. The 

transaction was subject to a limited number of conditions and also FIRB approval. Next Capital confirmed that the 

transaction was completed during July 2021.

The sale of iseek will deliver yet another strong return on investment for Next Capital Fund III investors, including 

VPEG2 across a 2.7 year investment period. VPEG2’s share of the net sale proceeds of iseek will be distributed to 

all VPEG2 investors upon the realised proceeds being received during the September 2021 quarter.

Across the June 2021 quarter, these four completed and announced company exits will deliver VPEG2 an average 

gross 4.5x return on invested capital, representing an average gross Internal Rate of Return of 56.9% per annum.

PORTFOLIO STRUCTURE 

The tables and charts below provide information on the breakdown of VPEG2’s investments as at 30 June 2021

VPEG2’s  PORTFOLIO STRUCTURE - 30 JUNE 2021

The following tables provide the percentage split of the current investment portfolio of each of VPEG2A and 

VPEG2B, across cash, fixed interest securities (term deposits) and Private Equity. 

The Private Equity component of each portfolio is further broken down by the investment stage (Later Expansion 

or Buyout) of the underlying investments that currently make up each trust’s Private Equity portfolio. 

CURRENT INVESTMENT PORTFOLIO ALLOCATION

VPEG2A

Cash Fixed Interest 
Investments Private Equity

1.4% 0.2%

Later Expansion 28.1%

Buyout 70.3%

VPEG2B

Cash Fixed Interest 
Investments Private Equity

1.5% 0.0%

Later Expansion 28.8%

Buyout 69.7%
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With commitments to eight Private Equity funds and one co-investment, VPEG2 has ultimately invested in 55 

underlying companies, including one co-investment with 14 exits completed, at quarter end. As a result, VPEG2’s 

Private Equity portfolio and commitments, as at 30 June 2021, were as follows: 

PRIVATE EQUITY PORTFOLIO 

2. Assumes an average AUD/NZD exchange rate of 1.1 for VPEG2’s investment commitments and draw down to Waterman Fund 3 and the Pencarrow Bridge 
Fund.

Private Equity Fund Name Fund / 
Deal Size

Vintage 
Year Investment Focus

VPEG2 
Commitment Capital Drawn Total No. 

of Investee 
Companies

No. of 
Exits

VPEG2A VPEG2B VPEG2A VPEG2B

Next Capital Fund III $265m 2014 Lower to Mid Market 
Expansion / Buyout

$6.0m $2.0m $5.18m $1.72m 8 4

Allegro Fund II $180m 2014 Lower to Mid Market 
Expansion / Buyout

$4.0m $2.0m $3.85m $1.93m 9 3

Mercury Capital Fund 2 $300m 2015 Lower to Mid Market 
Expansion / Buyout

$3.8m $1.2m $3.46m $1.09m 7 1

CPE Capital 8 $735m 2016 Mid Market Buyout $6.0m $2.0m $5.61m $1.87m 10 4

Waterman Capital Fund 3 NZ$200m 2016 Lower to Mid Market 
Expansion / Buyout

NZ$3.0m NZ$1.0m $2.20m $0.70m 4 1

Pencarrow Bridge Fund NZ$80m 2016 Lower to Mid Market 
Expansion / Buyout

NZ$1.5m NZ$0.5m $1.26m $0.41m 4 -

Adamantem Capital Fund I $591m 2017 Mid Market Expansion 
/ Buyout

$7.6m $2.4m $5.97m $1.89m 6 1

Odyssey Fund 8 $275m 2017 Mid Market Expansion 
/ Buyout

$6.0m $2.0m $3.69m $1.26m 6 -

Co-invest (Fitzpatrick 
Financial Group)

$200m 2017 Mid Market Expansion $0.4m $0.1m $0.41m $0.13m 1 -

Total2 $38.0m $13.1m $31.65m $10.97m 55 14
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The table below provides a summary of the top ten underlying private equity investments within VPEG2’s portfolio, 

for which funds had been drawn or called from VPEG2 (on a pro rata basis across both trusts A & B), as at 30 June 

2021. As the completion of the sale of MessageMedia and iseek will occur subsequent to the June quarter end, 

they remain in VPEG2’s top ten underlying private equity investments as at 30 June 2021.

SUMMARY OF VPEG2’s TOP 10 UNDERLYING PRIVATE EQUITY INVESTMENTS

Rank Investment Fund Description
% of VPEG2’s 

Private Equity 
Investments 

Cumulative %

1 MessageMedia Mercury Capital 2 Business to Person Text Messaging Platform 5.2% 5.2%

2 Hellers Adamantem 
Capital I Producer of Processed Meats in New Zealand 5.0% 10.2%

3 Heritage Lifecare Ltd Adamantem 
Capital I New-Zealand Age-Care & Retirement Village Operator 4.7% 14.9%

4 StraitNZ CPE Capital 8
Operator of freight and passenger services across 

New Zealand North and South Island’s
4.4% 19.3%

5 Lynch Group Next Capital III Flower & Potted Plant Operator 4.2% 23.5%

6 Jaybro Group CPE Capital 8 Leading supplier to the civil construction and 
infrastructure sector 4.2% 27.7%

7 iseek Next Capital III Cloud, Data Centre and Connectivity provider 4.0% 31.7%

8 Pizza Hut Allegro Fund II Australia’s Largest pizza chain 3.9% 35.6%

9 NZ Bus Next Capital III New Zealand urban bus operator 3.8% 39.4%

10 Hygain Holdings Pty Ltd Adamantem 
Capital I Premium Horse Feed Manufacturer & Distributor 3.5% 42.9%
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Following the completion of the sale of CPE Capital 8’s portfolio company Gourmet Food Group during the quarter, 

VPEG2’s exposure to the “Consumer Staples” industry sector industry sector decreased from 15.8%, to 11.0%.

In addition, as a result of the partially realised proceeds received by the Fund during the quarter from the partial 

exit of Next Capital Fund III’s portfolio company Lynch Group as a result of the IPO and successful listing on the 

ASX on 6 April 2021, VPEG2’s exposure to the “Consumer Discretionary -  Household and Personal Products” 

industry sector decreased from 12.0% to 8.7% at quarter end.

As a result, all other VPEG2 industry sector exposures increased proportionately across the period. 

VPEG2’s exposure to the “Industrials - Commercial services / suppliers & Capital goods” industry sector which 

consists of Jaybro Group, Marand Precision Technologies, Legend Corporation, Banksmeadow Waste Transfer 

Station, FFF-GK Pty Ltd, National Express Products & Hexagon (Investment sale completed subsequent to June 

quarter end) became VPEG2’s largest industry sector exposure representing 13.4% of VPEG2’s total Private Equity 

portfolio at quarter end. 

INDUSTRY SPREAD OF VPEG2’s UNDERLYING INVESTMENTS

Consumer Discretionary -
Diversified Consumer Services

2.3%

Consumer Discretionary -
Automobile & Components

3.0%

Agricultural Products
5.0%

Financials
5.6%

Consumer discretionary -
Consumer Durables and Apparel

5.7%

Mining Services
6.3%

Consumer Discretionary - Hotels, 
Restaurants and Leisure

7.7%

Consumer Discretionary -
Household and Personal Products

8.7%Information Technology -
Software & Services

9.2%

Industrials - Transportation
10.7%

Consumer Staples
11.0%

Health Care Equipment & Services
11.4%

Industrials - Commercial services / 
suppliers & Capital goods

13.4%
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The Australian economic rebound from the COVID-19 impacts in 2020 continued during the June 2021 quarter. 

Even after almost all emergency subsidies and support measures enacted last year concluded in the first quarter 

of this year, the Australian economy grew strongly, with nominal GDP now above pre-COVID levels, and the 

unemployment rate reaching a 10-year low in June of 4.9%. Growth has been underpinned by strong consumer 

spending, aided by high commodity prices, particularly iron ore, and continued loose government monetary 

policies. The early signs of inflation that have appeared in the US economy are not yet visible to the same degree 

in Australia, which recorded an inflation rate of 1.1% in the 12 months to March 2021. 

Household consumption had increased by a little over 1 per cent in the March quarter, supported by growth in 

labour and financial income, and the household saving ratio remained around 12 per cent. Consumption growth 

in the June quarter as a whole is expected to be moderate, as restrictions on activity in Melbourne and the Greater 

Sydney region restrained spending.

The Australian government handed down an important budget in May. This represented a major departure from 

the bipartisan ‘fiscally responsible’ approach which has characterised the federal budget for close to 30 years, which 

focused on delivering balanced budgets and minimising government debt. The Budget contained a substantial 

increase in spending on health care, aged and disability care, support services and national infrastructure projects. 

Private investment continued to be strong across the June quarter. Business investment responded to policy 

measures, including the temporary full expensing of asset purchases. The outlook for investment is supported 

by the recovery in demand and high-capacity utilisation, the increase in corporate profits over the preceding year 

and accommodative financing conditions. Surveyed measures of business conditions are also remaining strong. 

The near-term outlook for dwelling investment was underpinned by low interest rates and the large pipeline of 

construction work facilitated by the HomeBuilder program and state-based fiscal programs.

In Australia, the Bank’s policy measures had continued to underpin very low interest rates and support the 

availability of credit. There had been little reaction in financial markets to the recent COVID-19 outbreaks and new 

restrictions imposed in many parts of the country in late June. Bank funding costs and lending rates had drifted 

down to historic lows. At the closure of the draw-down window for the Term Funding Facility (TFF) at the end of 

June, banks had accessed $188 billion, or almost 90 per cent of the total allowances, with the major banks and 

mid-sized Australian banks having drawn down all of their allowances. TFF funding had accounted for around 4 

per cent of all bank funding. 

While bank lending to businesses had been little changed over preceding months, growth in broader measures 

of business debt had picked up to around the average of prior years. This pick-up had reflected lending to large 

businesses, including by entities that do not report to the Australian Prudential Regulation Authority as well as 

through corporate bond issuance.

MARKET AND ECONOMIC CONDITIONS
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Lending to small businesses had also been little changed, although refinancing activity remained higher than 

usual as small businesses took advantage of the lower interest rates on offer.

During the quarter, there was a high level of private equity activity across Australia and New Zealand. A total of 

12 buyout transactions (10 in Australia and two in New Zealand) were announced. These acquisitions spanned 

across a range of industries with four in consumer products, three in software, two in education, and one each in 

financial services, construction and business support services.  

Similarly, there continued to be a high level of exits, with a total of 13 completed (12 in Australia and one in New 

Zealand) during the quarter. By exit type, there were six trade sales, three IPOs, and two secondary sales to 

domestic and global GPs.  

Once again, a number of the exits that were completed or announced during the June 2021 quarter came from 

Vantage’s underlying funds, VPEG2 and VPEG3, with those exits delivering these Vantage funds an average gross 

4.9x return on invested capital representing an average annualised return of 73.9% per annum.
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