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Foreword 

We are delighted to present the 2022 Australia Private 
Capital Yearbook, jointly produced by the Australian 
Investment Council and Preqin. This comprehensive 
report tracks, records, and disseminates industry 
data to market participants and the business 
community in Australia. It provides an in-depth 
review of private capital markets, backed by data on 
fundraising, deals, and capital flows across the asset 
classes of private equity, venture capital, private debt, 
real estate, infrastructure, and natural resources. 

Despite ongoing challenges related to COVID-19, 
Australia’s private capital industry grew in 2021. 
Industry assets under management (AUM) reached a 
record $89.9bn as of June 2021, up 11% from $81.3bn 
in December 2020, and 42% higher than $63.5bn in 
December 2019. Extended lockdowns caused GDP 
growth to dip in Q3 2021 but did not seriously dent 
overall economic recovery. 

Even with mobility restrictions both domestically and 
at its international borders, Australia-focused fund 
managers were still able to benefit from the strong 
demand for alternatives coming from both domestic 
and international investors. Private capital funds 
raised $9.1bn in aggregate capital in 2021, 10% lower 
than in 2020 but 23% higher than in 2019; a good 
result considering that some of Australia’s most 
populous states were under lockdown for substantial 
periods of time last year. The figures show that GPs 
and LPs are still willing to do business in Australia, 
regardless of the restrictions.

Private equity and venture capital, which account 
for close to half of private capital AUM, saw high 
deal volumes. The aggregate deal value of private 
equity buyouts reached $20.1bn in 2021, 32% higher 
year-on-year; while the aggregate value of venture 
capital deals set a record at $7.9bn in 2021, double 
2020’s $3.9bn. The private equity and venture 
capital industry has continued to deploy capital into 

Australian companies and distribute capital back to 
investors. 

Australia’s sophisticated and mature private capital 
market retains its attractiveness. With competitive 
returns of 17.8% median net IRR for Australia-
focused funds with fund vintages 2012 to 2019, 
Australia topped North America (16.6%), Europe 
(15.0%), and Rest of World (13.7%). It is increasingly 
seen as a desirable destination and hub for 
institutional investment. In the newly added Inbound 
investments section (see page 33), we take a deeper 
look at the profile of overseas investors in Australia.

Regulatory changes also created a favorable 
environment for certain asset classes. The 
consolidation of superannuation (super) funds and 

Dave Lowery 
SVP, Head of Research 
Insights 

Preqin

Jonathan Kelly 
Interim CEO 

Australian 
Investment 
Council
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performance disclosures mean they're targeting 
higher returns. In the past year, super funds have 
gone after large public deals in search of stable and 
predictable returns. At the same time, tighter lending 
policies following the 2019 Royal Commission into 
Superannuation, Banking, and Financial Services1 
have created opportunities for Australia’s emerging 
private debt industry. While inflation risks may 
present new challenges for the various asset classes 
in 2022, they also create opportunities as institutional 
investors look to alternatives as a hedge against the 
rising interest rates to which higher inflation will 
inevitably lead. 

Private capital will play a key role in the recovery of 
the economy with a stockpile of $26.0bn dry powder 
and the active participation of both international and 
local fund managers. The Australian economy has 
witnessed consistent quarterly growth since the 6.8% 
fall in nominal GDP in June 2020, except for a 0.6% 
dip in Q3 20212 because of extended lockdowns. With 
Australia reopening its borders to fully vaccinated 
individuals and relaxing domestic COVID-19 
restrictions, the economy is likely to rebound. The 

1 https://www.afr.com/wealth/lossabsorption-better-than-bailin-for-banks-20180518-h107s3
2 https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/sep-2021 
3 https://www.imf.org/en/Countries/AUS 
4 https://www.unpri.org/signatories/signatory-resources/signatory-directory

International Monetary Fund (IMF) has upgraded the 
country’s forecast for projected real GDP growth in 
2022 from 3% to 4.1%.3 

We’re also excited to see ESG investing become more 
prominent in Australia, with super funds leading 
the way. Australia has 198 signatories to the United 
Nations’ Principles for Responsible Investment 
(UNPRI), 14% up from 173 last year.4 The industry 
is introducing robust regulations in the form of 
disclosure requirements and reporting standards, 
which we believe will provide better benchmarking 
tools and attract international LPs and GPs seeking 
to invest responsibly (see page 40). 

As always, we thank the industry participants 
who have contributed their data, as well as the 
contributors to this report. Your support ensures a 
comprehensive review of Australia’s private capital 
industry, promoting greater transparency and 
knowledge-sharing across the alternative investment 
landscape.
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About this report 

Preqin and the Australian Investment Council are 
proud to present the 2022 edition of our annual 
Australian Private Capital Market Yearbook. The 
report tracks activity in the Australian private 
capital industry using data contained in the Preqin 
Pro platform, as well as on-the-ground information 
collected by both Preqin and the Australian 
Investment Council. The report also shares expert 
insights from leading practitioners operating in 
Australia, to whom we are very grateful. Written 
content has been co-authored by in-house experts at 
Preqin and the Australian Investment Council.

• Analysis and quotes in this report are correct as 
of April 2022.

• Any reference to ‘private capital’ refers to the 
private equity, venture capital, private debt, real 
estate, infrastructure, and natural resources 
asset classes.

 » Scope of assets under management (AUM), 
performance, and fundraising data for this 
report includes only private closed-end 
funds.

 » We track deals made by private capital fund 
managers and/or institutional investors.

 » Investor allocation figures to the respective 
asset class are generally a sum of 
allocations across three routes to market: 
direct, listed, and private funds.

• All $ currency units refer to Australian dollars 
unless otherwise stated.

• All annual figures correspond to calendar-year 
periods unless otherwise stated.

• Scope of data:
 » Australia focused: funds that predominantly 

focus on Australia, regardless of manager 
headquarters.

 » Australia based: funds managed by 
domestic fund managers, regardless of 
fund geographic focus.

1 https://docs.preqin.com/pro/Preqin-Glossary.pdf

*For further definitions of asset-class-specific 
terms, you may refer to the full Preqin Glossary.1 

About Preqin
Preqin is the Home of Alternatives®, the foremost 
provider of data, analytics, and insights to the 
alternative assets community. From pioneering 
rigorous methods of data collection to developing a 
revolutionary platform, we have committed ourselves 
to furthering the understanding of alternatives for 
over 17 years. Through close partnership with our 
clients, we continuously build innovative tools and 
mine new intelligence to enable them to make the 
best decisions every day.

For further information, please contact  
info@preqin.com. 

About the Australian Investment Council
The Australian Investment Council is the voice of 
private capital in Australia. Private capital investment 
has played a central role in the growth and expansion 
of thousands of businesses, which when combined 
represents a multibillion-dollar contribution to 
the Australian economy. Our members are the 
standard-bearers of professional investment and 
include: private equity, venture capital, corporate 
venture capital, and private credit funds, alongside 
family offices and institutional investors such as 
superannuation and sovereign wealth funds, as well 
as leading financial, legal, and operational advisors. 

For further information, please contact  
research@aic.co. 
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Australia’s private capital markets adjusted quickly to 
the new normal in 2021. Amid stringent restrictions 
to combat new COVID-19 variants, total industry 
assets under management (AUM) continued to 
break records, rising to $89.9bn as of June 2021—
up by 11% from December 2020. Fundraising and 
deal figures recovered from 2020 across private 
equity, venture capital, private debt, real estate, 
infrastructure, and natural resources. 

The consolidation of superannuation funds (super 
funds), which currently manage $3.4tn in total 
assets, picked up pace in 2021. Stricter regulatory 
standards, such as a mandatory performance 
test, will lead to bigger funds looking for better 
performance, which will drive merger and acquisition 
(M&A) activity in Australia and fuel public-to-private 
transactions. Super funds in Australia will continue 
to grow in prominence. 

Super funds’ lead in environmental, social, and 
governance (ESG) investing will influence other 
private capital players. Australian-based investment 
company IFM Investors, which is owned by not-
for-profit super funds, has become the first fund 
manager in the country to achieve carbon neutrality1 
across its private equity portfolio. With portfolio 
holdings disclosure requirements for super funds 
coming into force in March of this year, the industry 
will move toward higher ESG disclosure standards 
(see page 40). Investors seeking to invest responsibly 
will increasingly consider Australia as an investment 
destination.

Clearly, investors are paying attention to signs 
of inflation in Australia as possible interest rate 
increases put pressure on returns. Yet the risk of 

1 https://www.ifminvestors.com/about-us/media-centre/!news/2022/01/10/ifm-investors-achieves-carbon-neutrality-across-private-equity-portfolio

inflation has also driven investors to allocate more 
toward alternative investments as they pursue 
active strategies in the country. Private debt is also 
increasingly attractive, as the asset class generally 
uses floating rate facilities that allow investors to 
benefit from interest rate increases.

The allure of stability and returns 
While some of the largest buyout funds are domestic 
players, overseas investors are increasingly drawn 
to Australia because of its economic and political 
stability. The proportion of active foreign investors 
grew from 43% a decade ago to 49% today for fund 
vintages 2017 to 2021, driven by fund managers from 
North America and Asia (see page 33). While border 
restrictions were in place for the whole of 2021, 
global private equity players and asset managers 
continued to operate from local offices in Australia. 

Australia-focused funds’ strong performance relative 
to other regions will also appeal to investors. Fund 
vintages 2012 to 2019 delivered 17.8% median net 
IRR, surpassing that of North America, Europe, and 
the Rest of the World (ROW) (see page 15). Private 
equity funds with an Australian focus delivered a 
19.6% median net IRR for those vintages. 

Asset class growth 
In this report we analyze the asset classes of private 
equity, venture capital, private debt, real estate, 
infrastructure, and natural resources. Each asset 
class presents a unique value proposition for global 
allocators. We expect them to expand as the entire 
alternative investment industry navigates new 
investor demands in the post-pandemic world. 

Executive summary

The Australian private capital market is likely to grow on the back of the 
country’s economic recovery 
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Private equity: The Australian private equity industry 
grew despite the challenges of COVID-19 lockdowns. 
Private equity (including venture capital) remains 
the dominant asset class with $42.2bn in AUM in 
Australia, constituting a third of total private capital 
AUM and growing at an average rate of 11% in the 
past five years. Private equity and venture capital dry 
powder fell 11% to $10.0bn as of September 2021 
from December 2020, a sign that fund managers 
have sufficient avenues to invest. Meanwhile, 
aggregate deal value reached a record $20.1bn, up 
by 30% year on year and 20% higher than 2019’s 
$16.8bn.

Venture capital: The venture capital boom continued 
to ramp up in 2021. Aggregate deal value doubled 
year-on-year, with $7.9bn invested, compared with 
$3.9bn in 2020. Investments predominantly went 
to start-ups in the IT, consumer discretionary, and 
financial services sectors. Fundraising slowed 
last year, with six funds closed in 2021, raising a 
combined $492mn, compared with 2020, when 13 
funds closed with $2.6bn raised. The industry is 
expected to continue to grow, with several new and 
large fundraisings on the horizon.

Private debt: Private debt was the fastest-growing 
asset class in Australia, despite only constituting 
2% of total private capital AUM. Tighter lending 
conditions have opened a gap in the market for 
private debt funds to finance smaller and mid-size 
companies. Direct lending funds accounted for 
36% of the deals and 25% of the total sum raised 
at final close. In the coming months, super funds’ 
allocation to private debt may increase relative to 
public markets as investors seek involvement in this 
asset class for the potential higher yields against a 
backdrop of higher inflation.

Real estate: The second-largest asset class after 
private equity in Australia, real estate comprises 39% 
of total private capital AUM. Fundraising rebounded 
in 2021 from the previous year, with 16 closed-end 
real estate funds raising $5.2bn, an increase of 76% 
year on year and 44% higher than in 2019. Funds 

2 https://www.bbc.com/news/business-53994318
3 https://www.imf.org/en/Countries/AUS
4 https://www.health.gov.au/initiatives-and-programs/covid-19-vaccines/numbers-statistics

are also closing at larger sizes. The size of the 
largest fund closed has increased from $205mn in 
2018, to $654mn in 2019, and $1.0bn in 2020. Deals 
completed in 2021 reached $27bn in value, up from 
$16bn in 2020. Of these, industrial and logistics 
assets were the most coveted. 

Natural resources and infrastructure: Agriculture & 
farmland remains the top primary industry for capital 
secured in Australia (excluding private equity funds 
focused on natural resources), accounting for a third 
of the total capital raised in unlisted infrastructure 
and natural resources between 2020 and 2021. 
Although higher fuel, farm chemical and fertilizer 
costs may impact profitability, they will be offset by 
higher production and prices. 

Aggregate deal value hit record levels for 
infrastructure in 2021, crossing $86bn with just 79 
deals completed. Average deal size for 2021 was 
markedly higher than in previous years, as deals 
focused on sectors beyond natural resources. Deal 
activity is already off to a good start in 2022 with 11 
deals completed in January (13% of those completed 
in 2021). Opportunities will also emerge for the 
infrastructure asset class as Australia transitions to 
a net-zero carbon economy. 

Australia is home to a diverse and vibrant private 
capital market, which is likely to recover in line with 
the wider Australian economy. Although in 2020 
Australia went into a recession2 for the first time in 
30 years, GDP growth has since mostly risen, except 
for Q3 2021. The International Monetary Fund (IMF) 
has upgraded the country’s forecast for projected 
real GDP growth in 2022 from 3% to 4.1%3, which 
will boost investor confidence. Business recovery 
is expected to accelerate with the relaxation 
of COVID-19 restrictions. As of February 2022, 
approximately 95% of Australia’s population aged 
16 and over are fully vaccinated and a large majority 
have been boosted with a third dose.4 The industry’s 
adaptability and resilience mean it is well-placed 
to meet post-pandemic challenges and inflation 
headwinds.
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Key facts

Australia-focused private capital assets under 
management (AUM), as of June 2021 

$90bn

Aggregate capital raised by Australia-focused 
private capital funds in 2021

$9.1bn

Median net IRR of Australia-focused private capital 
funds (vintages 2012-2019)

17.8%

Aggregate value of Australian venture capital deals* 
completed in 2021 

$7.9bn

Increase in private debt AUM from December 2020 
to June 2021 

144%

Total assets managed by Australia-focused closed-
end private real estate funds, as of June 2021

$35.2bn

*Figures exclude add-ons, grants, mergers, secondary stock purchases, and venture debt. 
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KKR is today one of the largest private investors 
in Australia. How has the investment landscape 
changed since 2006, when KKR first started 
investing in Australia?
Australia’s investment landscape has changed 
significantly since then. The economy has shifted 
towards services and digitization, particularly over 
the past ten years, creating new opportunities for 
both public and private capital to support local 
businesses redefining legacy industries. The maturity 
of the capital markets has certainly pivoted the 
growth and focus to having greater access to private 
capital, which in turn has allowed companies of 
all sizes to grow and create sustainable jobs for 
Australians. 

KKR has been proud to work with a broad range 
of local champions – or leaders in their category 
– to accelerate growth and take companies to the 
next level. Since 2006, we have invested over $9bn 
in Australia and New Zealand across our private 
equity, real estate, credit, infrastructure, and impact 
investing funds. We have supported businesses 
across the consumer and business sectors, including 
technology-enabled disruptors, and have also been 
reinvesting to build growth in companies that come 
from corporate restructurings or so-called “carve-
outs,” such as Colonial First State and The Arnott’s 
Group. 

KKR continues to be extremely active in its 
investments in Australia - what makes Australia 
such an attractive market for KKR, and what role 
does it play for KKR globally?
Australia is an important and exciting part of our 
global strategy. The country has built a dynamic 
economy with many outstanding businesses 

continually reshaping their industries, particularly in 
healthcare, education, financial services and tourism.
 
Australia offers investors an impressive combination 
of an established and transparent rule of law, 
a well-educated and diverse population, robust 
infrastructure planning and an important–and-
necessary open stance towards global commerce. 
These come together to provide a highly attractive 
investment environment.

Sustainability has become a global imperative. 
How important is it for KKR to help businesses to 
scale sustainably, enhance their positive impact in 
communities, and improve their ESG performance?
Sustainability as a thematic and ESG performance 
have been a key part of our investment 
considerations since 2008. We are constantly 
focusing on helping our portfolio companies 
undertake operational changes that bring a 
sustainable positive impact, investing in innovative 
solutions that can be used across our portfolio, and 
advancing transparency through ESG disclosures 
and industry-wide collaboration. By strategically 

KKR’s longstanding experience of investing in Australia shows there are 
abundant opportunities for value creation and growth in the region

Opportunities abound for 
Australian businesses and 
their investors

David Lang
Partner, Private Equity 

KKR

Sponsored by
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measuring and managing the environmental impact 
of business operations, companies will become more 
efficient, create more productive workplaces, develop 
stronger relationships with stakeholders, and 
ultimately build competitive advantages and enhance 
performance. It is essential. 

KKR also has a long history of investing in 
businesses that promote solutions to broader 
societal challenges, having invested approximately 
$10bn globally across companies that offer 
solutions to some of the world’s most important 
problems, including workforce development, green 
energy, responsible waste management, clean 
water protection, and others. Our impact investing 
business, launched in 2018, is a derivative of this.

The Arnott’s Group is an iconic and household name 
in Australia. How has KKR worked with leading 
brands like them to create sustainable value? Does 
KKR plan to do more of such investments going 
forward?
The Arnott’s Group is one of Australia’s most iconic 
brands, and we have been working closely with 
the team to power the company into the future 
by building on its rich portfolio of innovation, 
sustainability and giving back to the community with 
The Arnott’s Foundation. 

One of our key initiatives is to help The Arnott’s Group 
further accelerate their sustainability efforts without 
ever comprising on quality or taste. The company 
has now rolled out initiatives to meet Australia’s 
2025 National Packaging targets, sustainably grow 
and source 100% of key ingredients, and focus on 
achieving net-zero emissions in its operations well 
ahead of plan. The Arnott’s Group is a brand leader, 
category leader and we believe it has a responsibility 
to be a leader in sustainability. Put another way, 
we see our collaborative work with The Arnott’s 

Group team as a good case study of how we can help 
companies succeed financially and with strong values 
of corporate sustainability.

KKR has spoken about “sustainability as a thematic” 
and “impact investing” as part of your broader ESG 
approach. We know that KKR’s US$1.3bn Global 
Impact Fund has also invested in Australia – can 
you walk us through the vision behind this and the 
impact you expect to see in the future?
Our Global Impact Fund is very focused on 
identifying and investing behind opportunities where 
financial performance and societal impact are 
intrinsically aligned. One unique aspect is that our 
impact strategy identifies and invests in promising 
companies that measurably contribute to solutions 
addressing critical global challenges identified by the 
UN Sustainable Development Goals (UN SDGs).

Our first Australian impact investment was 
GreenCollar, an important organization focused 
on the environmental market. GreenCollar helps 
farmers and other landowners implement projects 
that generate revenue and reduce greenhouse gas 
emissions. This is incredibly important in Australia, 
where agriculture accounts for 55% of our land use.  
In addition to their work in the carbon market, we 
are supporting GreenCollar with the development 
of market-based solutions to tackle other pressing 
environmental issues, such as water quality, plastics 
and biodiversity, and helping them scale and grow 
domestically and internationally.

We believe KKR can play a significant role in building 
businesses that contribute to the United Nations 
SDGs while also generating long-term financial 
returns for our investors. We believe this approach 
will help set the new standard across investing, value 
creation and measuring success in the space.

KKR is a leading global investment firm that offers alternative asset management as well as capital markets 
and insurance solutions. David Lang joined KKR in Sydney in 2018 and is the Head of the Private Equity 
team in Australia. He has led KKR's investments in The Arnott's Group, Colonial First State and MYOB, and 
also represents KKR on the Board of the Australian Investment Council. Mr Lang is a CFA Charterholder, a 
Chartered Accountant and holds a Bachelor of Commerce from the University of New South Wales.

www.kkr.com

Sponsored by

http://www.kkr.com/
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After a year of disruption in 2020 and a year of 
adjustment in 2021, Australia is shaping up well 
for a year of recovery in 2022. This cyclical upswing 
is unconventional, marked both by a fast rebound 
as activity restrictions lift, and a slow rebuild as 
borders reopen and business models adapt to a new 
landscape. 

Opportunities exist: to thrive across private markets; 
take advantage of inbound capital seeking yield 
and transparency in Australia, and to deploy capital 
offshore given the seismic shifts in regional and 
sectoral allocations. 

What, then, are the necessary strategic changes 
ahead? What is the opportunity set after lockdown? 
Which sectors and business models are rising into 
contention or fading from view? 

Fog of uncertainty is receding
As COVID-19 moves from a pandemic to an endemic 
phase, there are still likely to be periodic mobility 
disruptions ahead. With broader vaccinations and 
better treatments in 2022, people are emerging from 
their homes and reconnecting more confidently, 
but perhaps not fully returning to the old ways of 
working, learning, shopping, and playing. 

Some business models are booming, but others 
are in urgent need of reform. Our stint at home has 
greatly accelerated specific demand trends, with 
enduring implications for sector allocations and 
performance. 

At the same time, there is a greater consensus for 
climate change action, where investors have a key 
role to play in reducing carbon emissions, delivering 
more sustainable services, managing climate risks, 
and generating green alpha. In our view, taking 
an industry leadership role to drive sustainability 
enhances the scope for returns, improves alignment 
with clients and allows better risk management. 

Meanwhile, higher inflation rates from elevated 
energy prices and disrupted supply chains are 
prompting expectations of higher policy interest 
rates, although cautious policymakers will want 
to sustain the recovery while maintaining social 
cohesion.

A widening gap between winners and losers
As the fog recedes, the gap between the winners and 
losers widens in this revised investment landscape.

Logistics are clearly in the winners’ circle. 
Australians have taken keenly to online shopping 
through the pandemic. Buoyant e-commerce growth 
is driving a relentless need for more warehouses 
and distribution centers, increasingly skewed 
towards urban infill locations, closer to the customer, 
enabling tighter delivery windows. The market 
impacts thus far have been astonishing, driving 
a rapid reallocation to the logistics sector and an 
urgent pace of pricing uplift.

How investors can identify opportunities in Australia’s revised 
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After a year of disruption in 2020 and a year of 
adjustment in 2021, Australia is shaping up well 
for a year of recovery in 2022. This cyclical upswing 
is unconventional, marked both by a fast rebound 
as activity restrictions lift, and a slow rebuild as 
borders reopen and business models adapt to a new 
landscape. 
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and transparency in Australia, and to deploy capital 
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disruptions ahead. With broader vaccinations and 
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but perhaps not fully returning to the old ways of 
working, learning, shopping, and playing. 

Some business models are booming, but others 
are in urgent need of reform. Our stint at home has 
greatly accelerated specific demand trends, with 
enduring implications for sector allocations and 
performance. 

At the same time, there is a greater consensus for 
climate change action, where investors have a key 
role to play in reducing carbon emissions, delivering 
more sustainable services, managing climate risks, 
and generating green alpha. In our view, taking 
an industry leadership role to drive sustainability 
enhances the scope for returns, improves alignment 
with clients and allows better risk management. 

Meanwhile, higher inflation rates from elevated 
energy prices and disrupted supply chains are 
prompting expectations of higher policy interest 
rates, although cautious policymakers will want 
to sustain the recovery while maintaining social 
cohesion.

A widening gap between winners and losers
As the fog recedes, the gap between the winners and 
losers widens in this revised investment landscape.

Logistics are clearly in the winners’ circle. 
Australians have taken keenly to online shopping 
through the pandemic. Buoyant e-commerce growth 
is driving a relentless need for more warehouses 
and distribution centers, increasingly skewed 
towards urban infill locations, closer to the customer, 
enabling tighter delivery windows. The market 
impacts thus far have been astonishing, driving 
a rapid reallocation to the logistics sector and an 
urgent pace of pricing uplift.
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At the same time, niche sectors are coming into the 
mainstream. Indeed, the Australian childcare sector 
has emerged from the pandemic in good shape, 
in higher regard as an essential service, and with 
broad political support. For most investors, the big 
issues for Australian childcare are finding access and 
achieving scale, which can be done by selecting best-
in-class partners who can source quality pipeline 
assets at scale.

The energy transition from carbon-intensive fossil 
fuels to renewables remains a vital component in 
reducing carbon emissions and achieving net zero 
by 2050. While policy targets may shift with the 
political landscape, a fundamental need remains 
for a massive investment surge in coming decades, 
initially in solar and wind power, but increasingly in 
battery storage, vehicle charging, green and blue 
hydrogen and carbon capture technologies.

In private credit, spreads are tightening from 
2020 highs given firmer lender competition, while 
financing activity is well-supported by healthy 
corporate earnings and balance sheets. Demand 
trends are playing out in favor of healthcare, 
commercial real estate development, agriculture, 
infrastructure and IT services. At the same time, 
the appetite for sustainable finance is surging to 
meet sponsors’ corporate objectives and investor 
demand for greener debt products. And the local 
market is evolving with more sponsor-backed AUD-
denominated Term Loan B transactions.

For now, the office outlook is mixed. Work-from-
home arrangements are unwinding, as employers 
exert supervisory control and employees escape 
their homes. There is a permanent shift towards 
workplace flexibility, with fewer workers in the office, 
more distanced and in reduced density. There are 
locational factors as well, with more scope for co-
working set-ups.

Retail shows diverse fortunes. Big malls are 
feeling the acute pressures of near-term mobility 
restrictions and long-term demand shifts to online. 
Neighborhood and large format centers continue 

to do well, being closer to home, serving essential 
and homeware needs, and reporting resilient rents 
and tighter pricing. Investors need to be selective in 
retail to find growing and not fading formats, and to 
seek out catchments with expanding populations and 
rising incomes.

Hospitality sectors’ recovery looks uneven. For 
now, domestic tourism is a vital lifeline for a 
sector challenged by travel restrictions and weak 
confidence. The return of international tourists, 
particularly from China, could span several years, 
meaning these business models need considerable 
retooling to restore financial stability.

The fossil fuel sector still faces massive disruption 
ahead, given falling costs in renewables. Natural 
gas remains relevant in the new energy landscape, 
providing certainty of supply alongside intermittent 
sources. Future coal production looks challenging, 
as relative costs rise and market liquidity fades in a 
world keenly seeking a smaller carbon footprint.

Strategy to suit the times
All told, the 2022 market landscape in Australia 
requires a renewed investor perspective, given the 
staggered recovery ahead, the widening gap between 
the winners and losers, and the more urgent need 
to adapt to climate change and abrupt changes in 
demand. 

For investors heading into Australia, deep knowledge 
of local markets and policies are vital to success, 
even in a highly transparent market. For investors 
diversifying out of Australia, the same trends are 
playing out very differently in American, European 
and Asian markets, requiring a trusted offshore 
partner with a globalized platform. 

For now, the market recovery in Australia is providing 
a strong basis for beta returns, while market 
divergence is providing scope for alpha generation. 
In our view, knowing the right strategies and sectors 
to pursue is the key to thriving in this new market 
environment.

BlackRock Alternative Investors serve investors seeking outperformance in real estate, infrastructure, 
private equity, credit, hedge funds and alternative solutions. We strive to bring our investors the highest 
quality investments by drawing upon our global footprint, superior execution capabilities and position as 
a preferred partner. BlackRock manages US$300 billion in alternative investments and commitments on 
behalf of clients worldwide as of December 31, 2021. 

www.blackrock.com

Sponsored by

MKTGH0322A/S-2076149

https://www.blackrock.com/institutions/en-au/strategies/alternatives 
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In 2021, we entered the second year of the pandemic. 
Australia ramped up vaccinations and implemented 
state-wide lockdowns in a bid to keep COVID-19 case 
numbers low. Borders largely stayed closed until 
November 2021. Against a backdrop of some of the 
most stringent COVID-19 restrictions in the world, 
Australia’s private capital markets continued their 
impressive growth. 

Australia-focused private capital assets under 
management (AUM) stood at a record high of $89.9bn 
as of June 2021, an increase of 11% from December 
2020’s $81.3bn (Fig. 1). The rise was entirely 
attributable to an increase in the value of existing 
investments, which continued to surge, reaching 
$63.9bn as of June 2021. Dry powder, constituting 

29% of total AUM, dipped for the first time since 
2015, slightly down by 6% to $26.0bn as of June 2021 
from the historic peak of $27.6bn in December 2020, 
a sign that fund managers have succeeded in finding 
opportunities to invest. Despite the fall, Australia’s 
fund managers have sufficient capital for their short-
to-medium term needs. 

While fundraising slowed marginally in 2021 in 
comparison to 2020, it's still higher than the years 
prior and the second highest since 2010. Aggregate 
capital raised fell by 10% year-on-year, as a total of 
36 private capital funds achieved final close in 2021, 
raising $9.1bn (Fig. 3). The figure was still 23% more 
than 2019’s $7.4bn. Fundraising conditions will likely 
improve this year with the relaxation of domestic 

Private capital in Australia: 
2021 year in review 

The tremendous growth trajectory of 2021 will likely persist with 
borders reopening and a renewed focus on ESG 

Fig. 1: Australia-focused private capital assets 
under management, 2010 - 2021

Source: Preqin Pro
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Fig. 2: Australia-focused private capital assets 
under management by asset class, 2010 - 2021
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COVID-19 restrictions and a greater ability to travel 
to and from Australia.

Attractive returns draw investors
Private capital from overseas remains an important 
source of investment for Australia. From 2017 
to 2021, 51% of active investors were based 
domestically, lower than the 57% between 2007 and 
2011 (see page 33). Some of the most prominent 
overseas investors in Australia (in terms of total 
commitments to Australia-focused funds) are 
Singapore’s sovereign wealth fund GIC, pension 
fund Washington State Investment Board, and asset 
manager All Pensions Group (APG) (see page 34). 

Strong performance in the region is expected to 
keep global investor appetite robust. Australia-
focused private capital funds of 2012-2019 vintage 
are delivering 17.8% median net IRR, second only to 
the Asia region (18.1%). This topped North America, 
Europe, and Rest of World (Fig. 4). In private equity 
alone, Australia-focused funds delivered a 19.6% 
median net IRR.

Superannuation continues to evolve 
Australia’s $3.4tn superannuation sector continues 
to play an important role as an investor into private 
capital. As the sector has evolved, the need for scale 
has increased, which has expedited the consolidation 
of funds, with 15 super fund mergers in the 12 

months to October 2021. The 121 super funds that 
Preqin tracks manage over USD $1.40tn in AUM, 
and represent the majority of funds regulated by the 
Australian Prudential Regulatory Authority. They also 
represent a significant portion of the sector investing 
in private capital. The top 10 funds in this part of the 
superannuation sector account for 58% of total AUM 
in private capital. 

Australia’s super funds are becoming larger, 
managing formidable sums of assets thanks to 

Fig. 3: Australia-focused private capital 
fundraising, 2010 - 2022 YTD

Source: Preqin Pro. Data as of February 2022
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the superannuation guarantee scheme mandating 
that 10% of every employee’s salary be contributed 
to a super fund. Indeed, Preqin data shows that 
superannuation schemes make up the largest group 
of active Australia-based investors at 32% (Fig. 29). 
International GPs are increasingly keen to raise 
capital from Australian LPs. Preqin explores this 
in the Guide to raising capital in Australia report, 
available on Insights+.

In search of stable and predictable returns, 
super funds have also formed consortiums with 
private equity players, targeting public deals with 
valuations once out of reach.1 For instance, in 
what was the largest all-cash deal ($23.6bn) in 
Australian corporate history, a consortium led 
by super fund-backed IFM Investors and Global 
Infrastructure Partners completed a takeover of 
Sydney Airport. Super funds have also invested in 
other infrastructure assets such as renewables, 
telecommunications, and data networks, as well as 
commercial property. 

ESG opportunities
Super fund members are increasingly paying 
attention to how their retirement savings are 
invested and applying pressure on funds to adopt 
better environmental, social, and governance 
(ESG) practices. Members who attend annual 
fund meetings are most concerned about ESG 
accountability, fund performance, and fees, according 
to an analysis by financial regulator, the Australian 
Securities and Investments Commission (ASIC), 
which looked at the annual members’ meetings held 
by 24 superannuation funds.2

With one of the world’s largest superannuation 
regimes, it’s unsurprising that super funds are 
leaders in ESG investing. Almost half (42%) set 
specific responsible investment targets in their 
investment policies, according to a study by the 
Responsible Investment Association Australasia. 
Also, two-thirds (34%) of asset owners have 
mandated targets for portfolio alignment with the 
Paris Agreement, or net zero by 2050.3

1 https://www.afr.com/companies/financial-services/big-super-esg-to-drive-m-and-a-boom-in-2022-20211210-p59glh
2 https://asic.gov.au/about-asic/news-centre/find-a-media-release/2021-releases/21-205mr-asic-reviews-the-first-round-of-super-fund-annual-
members-meetings/ 
3 https://responsibleinvestment.org/wp-content/uploads/2021/12/Responsible-Investment-Super-Study-2021.pdf
4 https://www.investordaily.com.au/news/50592-ifm-investors-private-equity-portfolio-certified-carbon-neutral
5 https://www.asianinvestor.net/article/aware-super-defends-policy-of-engagement-to-reduce-emissions/474801
6 https://www.crfb.org/blogs/2021-inflation-totaled-67-percent

Notably, IFM Investors have become the first fund 
manager in the country to achieve carbon neutrality 
across its private equity portfolio. This means that 
the firm only invests in portfolio companies that 
are certified as carbon neutral by Climate Active, a 
partnership between the Australian government and 
businesses.4 It is also working toward reaching net-
zero emissions by 2050. 

During 2022 we expect a higher portion of deal flow 
to be invested with ESG considerations in mind. 
For instance, Aware Super has invested $1bn of its 
$140bn portfolio into renewables and low-carbon 
technology companies through private equity and 
infrastructure allocations.5 At the same time, it has 
divested carbon-intensive investments, such as 
thermal coal. 

Impact of inflation 
Global inflationary pressures have been building 
since the pandemic prompted stimulus measures, 
while global supply chains remain stretched. This has 
led to expectations of higher interest rates which, if 
they materialize, could put downward pressure on 
exit multiples and fund returns. In Australia, inflation 
began to exceed the Central Bank’s target of 2-3% 
in Q4 2021 when it increased to 3.5% year on year. 
However, this is still significantly lower than the 
6.7%6 seen in the US during the same period and 
which prompted the US Federal Reserve to move on 
interest rates in March 2022. Inflation in Australia 
has been driven by similar factors to other markets, 
namely: ongoing supply chain disruption and 
government fiscal stimulus measures, which have 
boosted consumer demand. It is also driven by food 
price inflation and rising fuel prices, driven in part by 
the conflict in Ukraine.

While the Reserve Bank of Australia projected last 
year that it was unlikely to raise the cash interest 
rate in 2022 as inflation has not been within 2% to 
3% for a sustained period, Governor Philip Lowe said 
that interest rates could increase if the economy 
outperforms expectations. Elevated inflation has 
been eroding earnings for fund managers but could 
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lead to higher alternatives allocations as investors 
value their diversification purposes. Indeed, 
Australian sovereign wealth fund Future Fund’s Chief 
Executive Officer, Raphael Arndt, said that in view of 
potential inflation risks, the fund would tap more into 
private equity, infrastructure, property, and hedge 
funds, and shift toward active, rather than passive, 
investment strategies.7 

Private equity
The Australian private equity industry continued to 
expand despite the challenges of 2021. Private equity 
(including venture capital) remains the dominant 
asset class with $42.2bn in AUM, constituting a third 
of private capital’s total, and growing at an average 
rate of 11% in the past five years (Fig. 2). Private 
equity and venture capital dry powder fell 11% to 

7 https://www.afr.com/chanticleer/future-fund-s-brutal-warning-to-investors-20220201-p59sv6

$10.0bn as of September 2021 from December 2020, 
a sign that fund managers have sufficient avenues to 
invest.  

While Australia-focused private equity funds raised 
$3.4bn in 2021, a 23% decrease year on year, this 
figure is still higher than in 2019 when 10 funds 
raised $1.6bn (Fig. 5). Local buyout fund managers, 
such as BGH Capital, Pacific Equity Partners, and 
Quadrant Private Equity, raised some of the largest 
Australia-focused private equity funds closed 
between 2016 and 2021. The largest fund raised 
recently was BGH Capital Fund II, which closed at 
$3.6bn in March 2022 (Fig. 6). 

In terms of deals, the aggregate total deal value 
reached a record $20.1bn, up 32% year on year and 
20% higher than 2019’s $16.8bn (Fig. 7). The number 

Fig. 5: Australia-focused private equity fundraising, 2010 - 2022 YTD

Source: Preqin Pro. Data as of April 2022
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BGH Capital Fund II BGH Capital  3,600 Buyout Mar-22

BGH Capital Fund I BGH Capital  2,600 Buyout May-18

Pacific Equity Partners Fund VI Pacific Equity Partners  2,543 Buyout Jul-20
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Source: Preqin Pro. Data as of April 2022

Fig. 6: Largest Australia-focused private equity funds closed, 2016 - 2022 YTD 
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of deals increased by 48% year on year from 2020 to 
2021. The largest completed buyout was the public-
to-private transaction of Vocus Communications, 
a fiber and network solutions company. It was 
taken private for $3.5bn in February last year by a 
consortium comprising asset manager Macquarie 
Infrastructure and Real Assets and superannuation 
fund Aware Super (Fig. 10). Deals by local private 
equity firms include the buyout of childcare provider 
Affinity Education Group by Quadrant Private Equity 
for $650mn in September 2021, and the acquisition 
of wealth management software company GBST 
Holdings by Anchorage Capital Partners for $250mn 
in December 2021. 

International firms are also participating in buyout 
deals in Australia. For instance, in September 2021, 
KKR completed a leveraged buyout of business 
outsourcing specialist Probe Group for $1.1bn, the 
third largest buyout deal in recent years. In February 
2022, gaming and entertainment group Crown 
Resorts agreed to a $6.3bn all-cash takeover by 
Blackstone, the fourth attempt by the global private 
equity group. 

Fig. 7: Private equity-backed buyout deals in 
Australia, 2010 - 2022 

Source: Preqin Pro
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Portfolio 
company Deal date Investors 

Investor 
country

Investment 
type

Deal size 
($) Industry Sub-industries

Vocus Group 
Limited 08-Feb-21

Macquarie 
Asset 

Management, 
Aware Super

Australia Public to 
private 4,600 Telecoms & 

media

Storage, cable 
service providers, 

fiber optics, internet 
service providers, 

telecoms providers & 
services

BAI 
Communications 
Pty Ltd.

28-Jun-21

Alberta 
Investment 

Management 
Corporation, 

CPP Investment 
Board

Canada Growth 
capital 2,400 Telecoms & 

media
Telecoms towers & 

infrastructure

Probe Group Pty 
Ltd. 30-Sep-21 KKR US Leveraged 

buyout 1,100 Business 
services

Consulting services,  
e-marketing/

digital marketing, 
bpo services, 

credit collections 
& services, web 
development, 

customer 
relationship 

management

Challenger 
Limited 06-Jul-21

Apollo Global 
Management, 
Athene Group

US PIPE 720
Financial & 
insurance 
services

Investment banking, 
private equity, life 

insurance

Affinity 
Education Group 
Limited

17-Jun-21 Quadrant 
Private Equity Australia Leveraged 

buyout 650 Consumer 
discretionary

Childcare services, 
education & training 

services

Source: Preqin Pro

Fig. 10: Largest private equity-backed buyout deals in Australia in 2021 - Jan 2022 

Fig. 11: Australia-focused private equity: annual capital called up, distributed, and net cash flow,  
2010 - H1 2021

Source: Preqin Pro
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Venture capital
Australia’s venture capital segment continued 
to grow on the back of accelerated demand for 
technology-driven solutions. Deal-making soared 
in 2021 as 267 deals were completed with a record 
$7.9bn invested, doubling the previous record of 
$3.9bn in 2020 (Fig. 14). Average deal size has 
jumped from $191mn to $296mn. 

The largest deals in Asia in 2021 reveal that start-ups 
embracing digitalization benefited the most from the 
venture capital boom. Notably, Queensland-based 
space tech business Gilmour Space raised $61mn in 
a series C round participated by Blackbird Ventures, 
Main Sequence Ventures, as well as superannuation 

Fig. 12: Australia-focused venture capital 
fundraising, 2010 - 2022 YTD

Source: Preqin Pro. Data as of April 2022
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Fig. 14: Venture capital deals* in Australia, 2010 - 2022

Source: Preqin Pro
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fund Hostplus. Gilmour Space is developing 
rockets powered by affordable hybrid propulsion 
technologies. 

In Australia’s maturing venture capital market, 
start-ups are staying private for longer and funding 
is going toward later stages. Angel or seed funding 
dropped from constituting 21.6% of deal value in 2020 
to just 4.5% in 2021. Series A financings raised 13.3% 
of total capital, up from 8.2% in 2020, while series 
B investments increased to 14.9% from 10.1%. The 
share of series C investments increased most, from 
12.7% in 2020 to 20.4% in 2021 (Fig. 15). 

Venture capital fundraising significantly slowed in 
2021 compared with 2020. Six funds closed in 2021, 
raising a combined $492mn, compared with 2020, 
when 13 funds closed with $2.6bn raised (Fig. 12). 
One of the largest funds to reach final close in 2021 
was Main Sequence Ventures’ CSIRO Innovation Fund 
2, which invests in early-stage start-ups and raised 
$250mn at its final close in April 2021. Some of the 
largest funds closed between 2016 and 2022 to date 
were closed in 2020, such as the $652mn Blackbird 
Ventures 2020 Fund and Square Peg’s Capital Fund 4, 
which raised $600mn. 

Fig. 15: Venture capital deals* in Australia by stage, 2010 - 2022

Source: Preqin Pro
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Fig. 16: Venture capital deals* in Australia by industry, 2010 - 2022

Source: Preqin Pro
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Digitalization remains center stage
The information technology sector continues to 
account for the lion’s share (46%) of aggregate 
venture capital deal value in 2021. While its 
dominance is slightly waning, with more deals being 
completed in the consumer discretionary (20%) and 
financial & insurance services (22%) sectors, even 
those deals tend to cater to digital lifestyles (Fig. 16). 
For instance, edtech company Go1 raised USD 200mn 
in a series D round led by SB Investment Advisers in 
July 2021, achieving a billion-dollar valuation. At the 
same time, the Australian financial services sector 
has seen two fintech start-ups achieve unicorn status 
in recent years: Airwallex and Judo Bank, which both 
provide digital banking services to businesses and 
individuals. 

An emerging field to watch in Australia’s vibrant 
venture capital space is Web3 applications, which are 

8 https://www.businessnewsaustralia.com/articles/airtree-bags--700-million-in-fresh-capital-for-new-seed-fund-and-web3-investment-vehicle.html
9 https://treasury.gov.au/sites/default/files/2021-07/vc_tax_concessions_review_consultation_paper.pdf

next-generation applications that run on blockchain. 
In February this year, venture capital firm AirTree 
Ventures raised $700mn via three new investment 
vehicles, two of which invest in start-ups in the 
cryptocurrency space.8 The $200mn AirTree Seed 
fund is the largest seed fund in the country.

The government continues to support Australia’s 
venture capital industry through new initiatives. Last 
year, the Australian government announced a review 
of the Venture Capital Limited Partnership (VCLP) 
and Early Stage Venture Capital Limited Partnership 
(ESVCLP) program in the May 2021 budget. It 
supports fund managers and investors to stimulate 
early-stage and growth venture capital investments, 
including by tax exemptions. These initiatives aim to 
increase the level of venture capital investment in 
Australia and develop the skills and experience of 
fund managers.9

Fig. 17: Australia-focused venture capital: annual capital called up, distributed, and net cash flow,  
2010 - H1 2021

Source: Preqin Pro
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Private debt 
Private debt represents 2% of the private capital 
market in Australia, compared with 12% globally.  
However, the asset class witnessed the fastest 
growth in 2021. AUM grew 144% from December 
2020 to $1.4bn in June 2021 (Fig. 2). This was aided 
by stricter bank regulations implemented after the 
2008 Global Financial Crisis (GFC). Banks cutting the 
size of their balance sheets and APRA guidelines led 
to tighter lending conditions, opening a gap in the 
market for private debt funds. 

Additionally, the conditions that propelled the private 
debt market in the US in the 1980s and 1990s such 
as bank consolidation, strong M&A activity, and an 
increase in leveraged buyouts are now being seen in 
Australia, indicating there is room for expansion.10 
Banks focus on lending to larger companies and 
businesses rather than smaller and mid-sized ones, 
offering a funding void that private credit firms can 
fill.

Promise of diversification
For investors looking for higher yields relative to 
listed bonds, private debt offers access to a privately 

10 https://www.investmentmagazine.com.au/2021/12/australias-private-debt-market-is-a-diamond-in-the-rough-mercers-willment/

held market with bespoke terms and conditions, and 
some protection from rising interest rates due to the 
prevalence of floating rate facilities. The different 
strategies can also allow them to access a range of 
risk-return profiles, from lower-risk, lower-return 
super senior debt to higher-risk, higher-return 
mezzanine debt, providing portfolio diversification.

Interestingly, the expected surge in opportunities 
for distressed debt investors during COVID-19 
did not materialize in Australia, partly due to the 
billions of dollars in stimulus measures injected into 
the economy by the Government and the Reserve 
Bank of Australia. The lack of investment targets 
for distressed debt funds meant that mezzanine 
continues to account for a majority (55%) of total 
capital raised. Direct lending funds account for 36% 
of the deals and 25% of total raised at final close (Fig. 
18).

In the coming months, super funds’ allocation to 
private debt may increase relative to public markets 
as investors seek involvement in this asset class 
for the potential higher yields against a backdrop of 
higher inflation.

Fig. 18: Australia-focused private debt 
fundraising by fund type, all time

Source: Preqin Pro
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Fig. 19: Private debt-backed deals in Australia by 
debt type, 2010 - 2021

Source: Preqin Pro
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Real estate 
Domestic and international institutions alike are 
drawn to Australia’s real estate market. Comprising 
39% of total private capital AUM in Australia as of 
June 2021, real estate AUM stands at $35.2bn after 
achieving 12% growth from December 2020 to June 
2021 (Fig. 2). Its key attraction is that Australia is 
among the top three investment destinations in 
terms of real estate transparency, alongside the UK 
and the US.11 The country also takes the global lead 
on sustainability transparency, being among the first 
adopters of new initiatives such as water efficiency 
standards and net zero carbon frameworks. 

11 https://www.jll.com.au/content/dam/jll-com/documents/pdf/research/jll-and-lasalle-global-real-estate-transparency-index-2020.pdf

Real estate fundraising rebounded in 2021 from 
the previous year, when activity was constrained 
by COVID-19 restrictions. A total of 16 closed-end 
real estate funds raised $5.2bn, an increase in 
value of 76% year on year and 44% higher than in 
2019 (Fig. 20). Larger fund closes indicate robust 
demand for Australia’s real estate market across 
various strategies. The size of the largest fund closed 
increased from $205mn in 2018 to $654mn in 2019, 
and $1.0bn in 2020. 

Last year, three of the largest funds closed at over 
$1bn. The largest was Gresham Property Fund No. 8, 
a fund that closed at $1.6bn toward the end of 2021 

Fig. 20: Australia-focused closed-end private real estate fundraising, 2010 - 2022 YTD

Source: Preqin Pro
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Fund Firm Headquarters
Fund size 

($mn) Fund type
Property 

type
Final close 

date

Gresham Property Fund 
No. 8 Gresham Property Sydney, 

Australia  1,599 Real estate 
debt Diversified Dec-21

Greystar Australia 
Multifamily Fund I

Greystar Real Estate 
Partners

Charleston, 
US  1,300 Real estate 

core Residential Feb-21

Qualitas Build-to-Rent 
Impact Fund Qualitas Melbourne, 

Australia  1,200 Real estate 
debt Residential Nov-21

ESR Australia 
Development 
Partnership

ESR
Hong Kong, 
Hong Kong 
SAR - China

 1,000 Real estate 
opportunistic Industrial Jun-20

Gresham Property Fund 
No. 7 Gresham Property Sydney, 

Australia  756 Real estate 
debt Diversified Jun-20

Source: Preqin Pro. Data as of February 2022

Fig. 21: Largest Australia-focused closed-end private real estate funds closed in 2019 - 2022 YTD
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targeting real estate debt opportunities. This was 
followed by Greystar Australia Multifamily Fund I by 
US-headquartered Greystar Real Estate Partners, a 
real estate core fund focusing on residential property. 
It closed in February 2021 at $1.3bn (Fig. 21).
Compared with 2020, when the five largest funds 
were mostly core or opportunistic, three of the five 
largest funds in 2021 were real estate debt funds. 
This alludes to a well-established real estate debt 
market in Australia, which is expanding further as 
LPs aim to capture more of the debt market from 
traditional lenders.  

While most international borders remained closed 
for much of 2021, there was still significant activity 
between states in Australia. This could be because 
international LPs and GPs have become more adept 
at overcoming COVID-19 restrictions, and many also 
have a local presence or close ties to local firms. 
Deal-making improved and reached $27.4bn in value 
in 2021, recovering from the low of $15.8bn in 2020. 
While still lower than the near-record high of $29.3bn 
in 2019, the figure is not too far from pre-pandemic 
years of 2017 and 2018, when real estate deal values 
were at $27.6bn and $20.0bn respectively (Fig. 23). 

Record-breaking industrial deals
Industrial and logistics assets were the most coveted, 
with demand coming from the growth of e-commerce 

12 https://auspost.com.au/content/dam/auspost_corp/media/documents/ecommerce-industry-report-2021.pdf

that picked up pace during the pandemic. In 2020, 
1.36 million additional households shopped online 
compared with 2019, according to Australia Post, 
spending over $50bn online, up from $32bn in 2019.12 

Although the number of industrial asset deals in 2021 
fell to 26 from 36 in 2020 and 46 in 2019, aggregate 
deal value set a record at $8.5bn, almost 2.6x 2020’s 
$3.3bn (Fig. 23). The largest deal completed last 
year was the acquisition of Milestone Logistics at 
$3.8bn by ESR and GIC. Milestone Logistics operates 
a portfolio of well-located warehouses across 
Adelaide, Brisbane, Melbourne, Perth, and Sydney. 
This deal mirrors the global portfolio deals trend 
as investors look to rebalance portfolios to increase 
exposure in a single transaction.

Other deals that crossed the $1.0bn mark were the 
purchase of Moore Logistics Park in southwestern 
Sydney acquired by AXA IM Alts, AustralianSuper, 
Ivanhoe Cambridge, Logos Property and TCorp at 
$1.7bn; and the acquisition of Melbourne Quarter 
Tower by Korea’s National Pension Service from 
property developer Lendlease for $1.2bn. 

Brighter outlook for offices
The office sector also saw an uptick in activity – 61 
deals amounting to $9.0bn were completed in 2021, 
up from 48 deals in 2020 totaling $6.6bn. However, 

Fig. 22: Australia-focused closed-end private real estate: annual capital called up, distributed, and net cash 
flow, 2010 - H1 2021

Source: Preqin Pro
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deal value has not fully recovered to pre-pandemic 
years when it averaged $12.9bn from 2015 to 
2019. Coming out of 2021’s lockdowns, five of the 
six central business district (CBD) office markets 
monitored by JLL recorded positive net absorption 
in Q3 2021. Recovery is uneven among Australia’s 
major cities. Sydney’s CBD vacancy rate fell by 
0.2 percentage points to 13.0% from the previous 
quarter, while Melbourne’s vacancy rate grew to 
15.0% due to limited pre-commitment and the 
addition of backfill space.13 

In 2021 landlords continued to offer high incentives 
to retain and attract tenants. Prime incentives in 
Sydney and Melbourne averaged over 32% and 37%, 
respectively, as of July 2021. As a result, prime net 
effective rents dropped to $746/sqm in Sydney14, 
down 10.6% in the 12 months to July 2021; and $448/
sqm in Melbourne, down from $462/sqm in January 
202115. However, analysts report higher leasing 
inquiries toward the end of 2021, and believe that 

13 https://www.jll.com.au/en/newsroom/cbd-office-markets-shrug-off-the-lockdown-blues
14 https://content.knightfrank.com/research/304/documents/en/sydney-cbd-office-market-october-2021-8427.pdf 
15 https://content.knightfrank.com/research/305/documents/en/melbourne-cbd-office-market-september-2021-8449.pdf 
16 https://www.austrade.gov.au/australian/education/education-data/current-data/summaries-and-news

incentives for office leasing have reached a peak and 
will level off.

Interestingly, the pandemic has not impacted 
the niche market. In 2021, 23 niche deals were 
completed, up by 44% from 2020 and 77% from 
2019. The total deal value was $1.4bn, a slight 
decline of 4% year on year from 2020’s $1.5bn but 
an impressive 3.4x of 2019’s $0.4bn. Self-storage 
businesses, student housing, and senior homes 
are stand-out sectors. With the easing of border 
restrictions that caused enrolment numbers to fall 
by 25% from 2019 to 202116, the student housing 
segment is likely to recover in the coming years. 
However, the growing acceptance of e-learning tools 
may impact long-term demand.

Fig. 23: PERE deals in Australia by primary asset type, 2010 - 2022

Source: Preqin Pro
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Natural resources and 
infrastructure
Institutional investors are interested in Australian 
farmland for its ability to hedge against unexpected 
inflation and provide diversification. Agriculture & 
farmland remains the top primary industry for capital 
secured in Australia (excluding private equity funds 
focused on natural resources), accounting for a third 
of total capital raised in unlisted infrastructure and 
natural resources between 2020 and 2021 (Fig. 24). 

Returns from Australian farmland were not 
significantly impacted by COVID-19, although supply 
chain disruptions have increased shipping costs and 
times. In Q3 2021, the ANREV Australia Farmland 
Index returned 12.72% on a 12-month rolling basis, 
up from 12.35% in Q3 2020. 

As a net food exporter, Australia’s agriculture sector 
also benefits from high international commodity 
prices. Since January 2020, the price of every 
commodity in the Food and Agricultural Organization 
(FAO) Price Index has increased. Australia’s gross 
value of agricultural production is forecast to reach 
a record $78bn between 2021 and 2022, according 
to the Australian Bureau of Agricultural and 
Resource Economics and Sciences (ABARES) and the 
Australian Bureau of Statistics.17 

17 https://www.awe.gov.au/abares/research-topics/agricultural-outlook/agriculture-overview 

Underpinning external demand for Australia’s 
agricultural exports is ease of trade through 
established channels and free trade agreements, 
proximity to fast-growing Asian nations, and counter-
seasonal produce to the northern hemisphere. 
Although farm profitability may drop with higher 
fuel, farm chemical, and fertilizer costs, it can be 
compensated by higher production and prices. 

Fund Firm Headquarters
Fund size 

($mn)
Primary 
strategy

Final close 
date

MIRA Agriculture Fund Macquarie Asset 
Management Sydney, Australia 1,000 Agriculture/

farmland Oct-19

Australia New Zealand 
Forest Fund 3 New Forests Sydney, Australia 873 Timber Nov-17

Morrison & Co Growth 
Infrastructure Fund H.R.L Morrison & Co Wellington, New 

Zealand 580 Infrastructure 
value added Aug-20

Pacific Equity Partners 
Secure Assets Fund Pacific Equity Partners Sydney, Australia 366 Infrastructure 

value added Jun-20

Laguna Bay Agricultural 
Fund 1 Laguna Bay Brisbane, Australia 313 Agriculture/

farmland Jan-18

Source: Preqin Pro. Data as of February 2022

Fig. 25: Notable unlisted infrastructure and natural resources funds closed in 2016 - 2022 YTD**

*Only pure infrastructure and natural resources funds are included in this section (excluding private equity funds focused on natural resources). No metal 
& mining-focused funds closed between year 2010 - 2020.
**Only pure infrastructure and natural resources fund types are included (excluding private equity focused on natural resources).

Fig. 24: Aggregate capital raised by Australia-
focused unlisted closed-end infrastructure and 
natural resources funds closed in 2010-2021 by 
primary industry*

Source: Preqin Pro
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Labor shortages and climate change are two key 
challenges for the industry. Agriculture visas for 
workers from Southeast Asian countries have not 
yet been finalized despite promises for them to be 
completed before Christmas 2021. Australia's new 
agriculture visa could initially be capped at between 
1,000 and 3,000 foreign workers despite expectations 
that it would recruit at least around 10,000, which 
hints at downside risks to staffing shortages.18 

18 https://www.sbs.com.au/news/a-new-agriculture-visa-promised-to-fill-worker-shortages-it-s-yet-to-bear-any-fruit/21aa058e-1e2d-4197-9c17-
ea07484debd2

Australia has one of the driest landscapes in 
the world but has been successful in adapting 
agricultural practices. The quality of food and 
agricultural research and development in Australia is 
regarded as world class, with government initiatives 
such as Agriculture 4.0 driving Australia’s agtech and 
foodtech sectors. Australia’s universities, research 
institutions, and businesses are developing 
 

Fig. 26: Aggregate private infrastructure deal 
value vs. projected infrastructure investment 
needs by asset type, 2010 - 2022

Source: Preqin Pro
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Fig. 27: Active investors in Australia-based funds 
by location and vintage year 

Source: Preqin Pro
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Fig. 28: Investors that believe Australasia presents the best opportunities in private capital by asset class, 
2018 - 2021
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cutting-edge technologies with strong commercial 
potential.19 

Infrastructure coveted for long-term stability
Australian infrastructure assets are in high demand 
among super funds for their yield and ability to 
generate long-term stable returns. Super funds 
have targeted companies with infrastructure-
like characteristics such as waste management, 
renewables, telecommunications and data networks, 
logistics, and commercial property in the past year. 
When the pool of local infrastructure targets shrinks, 
it is possible that larger super funds may seek assets 
outside Australia.

Aggregate deal value hit record levels in 2021, 
reaching $86.1bn with just 79 deals completed 
(Fig. 26). Average deal size for 2021 was markedly 
higher than that for previous years as deals focused 
on sectors beyond natural resources. Deal activity 
is already off to a good start in 2022, with 11 deals 
completed in January (13% of the number completed 
in 2021).

The largest deal for 2021 was the Sydney Airport 
transaction, worth $23.6bn, which completed despite 
international borders to Australia being closed 
for much of the year. With the country now out of 
international isolation, the asset could generate 
long-term returns.

19 https://www.austrade.gov.au/agriculture40/why-australia 

Opportunities will also emerge as Australia 
transitions to a net zero carbon economy. As 
countries retool their power grids, transport, 
industry, and agriculture sectors – and introduce 
green hydrogen, renewables, and battery storage 
– they will open new investment opportunities. 
Globally, a large majority (85%) of fund managers 
surveyed by Preqin in November 2021 said that 
transitioning to decarbonized energy generation will 
be a primary driver of private capital investment in 
infrastructure over the next 10 years.

Fig. 30: Australia-based superannuation funds with a preference for co-investments by asset class,  
2018 - 2021

Source: Preqin Pro
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Fig. 29: Active Australia-based investors by type

Source: Preqin Pro
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The survey further revealed that 27% of investors 
believe that Australasian natural resources present 
the best opportunities, while 16% believe that 
infrastructure offers the best.

Australia continues to present opportunities for 
international allocators across asset classes. 

Ongoing vaccination efforts, coupled with the 
relaxation of travel restrictions, should bring further 
economic recovery and spur fundraising and deal 
efforts. While higher risks remain for specific 
strategies and asset classes, Australia’s overall 
private capital industry looks set to expand in 2022. 

Fig. 31: Average current allocation (as a % of AUM) to private markets by pension fund type

Source: Preqin Pro
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*Industry funds were originally established by trade unions to provide superannuation benefits to employees in the respective industries. These funds are 
typically non-profit and operate on a members-first ownership model.
**Public sector funds are superannuation funds created for employees of Federal and State Government departments.
***Retail funds include corporate superannuation funds.



Creating value
Strengthening businesses
Benefiting stakeholders

KKR is a leading global investment firm that seeks to provide innovative financial 

solutions and investment opportunities within alternative asset classes. The firm 

manages Private Equity, Real Estate, Infrastructure and Credit, as well as Hedge 

Funds (via strategic partners). In addition to driving growth and value creation 

within our portfolios, KKR aims to generate attractive investment returns for 

investors by employing world-class people and having a patient, disciplined 

approach to investing. For more information about KKR & Co. Inc. (NYSE: KKR), 

please visit KKR’s website at www.kkr.com, or email us at sydneyinfo@kkr.com.

@KKR_Co /company/kkrwww.kkr.com



32

Australian Private Capital Market Overview:  
A Preqin and Australian Investment Council Yearbook 2022

What are some key trends in Australia’s private 
debt market today?
Tighter lending guidelines imposed by the Australian 
Prudential Regulation Authority (APRA) on the major 
banks have caused them to retreat from the small 
and mid-market segment in Australia, opening new 
markets for credit investments. Although there 
was a temporary pause in deal flow from March 
2020 to January 2021 due to COVID-19, Australia’s 
private debt market has grown quickly since January 
2021 in terms of capital inflows and deployment 
opportunities.

This shift is expected to accelerate in Australia and 
New Zealand this year, especially in direct lending. 
Specifically, we foresee more deals averaging 
between $10mn to $15mn with double-digit 
returns, adding up to $2bn to $3bn worth of market 
opportunities across the board. There will also be a 
few larger ticket deals in the mid-market segment 
with single-digit returns. To cope with asset class 
growth and underwriting needs, FC Capital aims to 
expand its team this year and in 2023. 

Where can we see the most opportunities? 
We believe that focusing on the small and mid-
market space for opportunities valued up to $40mn 
provides us with risk arbitrage returns in Australia, 
compared to credit markets like the US or Europe, 
where pricing starts in double digits. We see the 
most growth in the mid-market direct lending 

space in 2022, especially for directly originated 
transactions. FC Capital will further expand into this 
space with a new fund proposed to launch in 2022.

How can private debt firms manage risks? 
Due diligence and credit underwriting are key to 
managing risks. Depending on the opportunity, FC 
Capital reviews credit investments like equity-style 
investments. We produce long-form due diligence 
reports in-house which are available to investors and 
proposed borrowers. We also review management 
teams, sponsors, their market references, and 
conduct physical site visits in addition to the 
traditional credit work. Post-COVID-19, we have 
refined our approach to exclude industries such 
as hospitality and retail from our borrowing 
universe. We continue to identify risk and arbitrage 
opportunities in our target market. 

Christian Brehm, CEO of FC Capital, shares the latest trends in 
Australia’s private debt market and how his firm manages risks

Mid-market credit 
opportunities to accelerate

Christian Brehm
CEO 

FC Capital

Sponsored by

Christian Brehm is the Chief Executive Officer at FC Capital, a leading Australian alternative asset manager 
with over $600mn in FUM across equity and private credit strategies. The business is presently actively 
deploying funds in the Australian and New Zealand private credit space, targeting SME and mid-market 
corporate as well as special situation lends. Since FC’s inception in 2012, the firm has underwritten more 
than $1.5bn in credit investments in  Australia and New Zealand. The firm combines deep investment 
banking and commercial banking experience and a substantial balance sheet to offer suitable borrowers 
innovative funding structures and expedited financing timelines.

www.fccapital.com.au
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What are some key trends in Australia’s private 
debt market today?
Tighter lending guidelines imposed by the Australian 
Prudential Regulation Authority (APRA) on the major 
banks have caused them to retreat from the small 
and mid-market segment in Australia, opening new 
markets for credit investments. Although there 
was a temporary pause in deal flow from March 
2020 to January 2021 due to COVID-19, Australia’s 
private debt market has grown quickly since January 
2021 in terms of capital inflows and deployment 
opportunities.

This shift is expected to accelerate in Australia and 
New Zealand this year, especially in direct lending. 
Specifically, we foresee more deals averaging 
between $10mn to $15mn with double-digit 
returns, adding up to $2bn to $3bn worth of market 
opportunities across the board. There will also be a 
few larger ticket deals in the mid-market segment 
with single-digit returns. To cope with asset class 
growth and underwriting needs, FC Capital aims to 
expand its team this year and in 2023. 

Where can we see the most opportunities? 
We believe that focusing on the small and mid-
market space for opportunities valued up to $40mn 
provides us with risk arbitrage returns in Australia, 
compared to credit markets like the US or Europe, 
where pricing starts in double digits. We see the 
most growth in the mid-market direct lending 
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investments. We produce long-form due diligence 
reports in-house which are available to investors and 
proposed borrowers. We also review management 
teams, sponsors, their market references, and 
conduct physical site visits in addition to the 
traditional credit work. Post-COVID-19, we have 
refined our approach to exclude industries such 
as hospitality and retail from our borrowing 
universe. We continue to identify risk and arbitrage 
opportunities in our target market. 
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Foreign investors have grown more active in Australia 
over the years. Two decades ago they accounted for 
just 18% of investors in Australian private capital 
funds; since 2017 they have accounted for almost half 
(49%, Fig. 32). Australia ticks several boxes for these 
investors looking further afield amid fierce local 
competition back home, scouring for new sources 
of alpha – it offers a stable political environment, a 
strong economy, robust governance, and dynamic 
market conditions.

As a result, several marquee investors have looked 
to take advantage of the investment opportunities 
in Australia, and over the years many of them have 

successfully invested in local private capital funds. 
North American investors are the largest contingent 
of foreign investors in Australia, accounting for 48% 
of the funds that have received foreign funding in the 
past five years (Fig. 33). 

This is unsurprising, as many US and Canadian 
institutional investors, particularly pension funds, 
are long-term investors that are vocal about 
their confidence in the country. Some of the most 
significant investors in Canada, by number of known 
fund investments made in Australia, include the 
public pension fund CPP Investment Board and 
Caisse de dépôt et placement du Québec (CDPQ). In 

A strong place for Australian 
private capital funds in global 
investors’ portfolios

The stable political environment, economy, and governance offer a 
wealth of opportunity in Australian private capital funds 

Fig. 32: Foreign funding in Australian private capital funds by vintage year

Source: Preqin Pro
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fact, these two and other Canadian pension funds, 
such as OMERS and OPTrust1, have had offices in 
Australia for a while now, some as early as 2013.

In the US, investors such as the public pension 
fund Washington State Investment Board and the 
Metlife Insurance Company have made several 
fund investments in Australia. In fact, Preqin data 
suggests that Washington State Investment Board 

1 https://globalswf.com/news/focus-on-australia-gic-joins-canadian-ppfs-in-setting-up-sydney-office-2
2 https://www.gic.com.sg/newsroom/news/gic-to-open-new-office-in-australia/

is one of the most significant foreign investors 
in Australia globally, with about $580mn in 
commitments over the past five years (Fig. 35). 

It is second only to Singapore’s GIC, which has 
made about $890mn in commitments during the 
same period and plans to open an office there this 
year.2 GIC, along with investors such as the National 
Pension Service, a South Korean pension fund, drive 

Fig. 33: Proportion of foreign funding in 
Australia-focused funds by region,  
2017 - 2022 YTD

Source: Preqin Pro. Data as of February 2022
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Fig. 34: Proportion of foreign funding in 
Australia-focused funds by asset class,  
2017 - 2022 YTD

Source: Preqin Pro. Data as of February 2022
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Private equity

Real estate

Venture capital

Natural resources

Infrastructure

Investor Sum of commitments to Australia-focused funds ($mn)

GIC 886

Washington State Investment Board 581

APG - All Pensions Group 351

New York State Teachers' Retirement System 334

CPP Investment Board 200

Texas Permanent School Fund State Board of Education 145

Employees' Retirement System of Texas 130

Teacher Retirement System of Texas 130

Nippon Life Insurance 122

State Teachers' Retirement System of Ohio 113

Source: Preqin Pro. Data as of February 2022

Fig. 35: Prominent overseas investors in Australia, 2017 - 2022
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the proportion of funding from East and Southeast 
Asia. Nearly a quarter (21%) of Australian funds that 
receive foreign funding raise capital from this region.
 
There are also significant investors from western 
Europe. The Dutch asset manager APG has 
committed $350mn over the past five years – the 
third-largest amount after GIC and Washington State 
Investment Board.

Other asset classes lag private equity
Private equity is the most attractive asset class to 
foreign investors, making up almost half of known 
commitments to Australian private capital funds 
from 2017 to January 2022 (Fig. 34). With aggregate 
deal value hitting a record $20bn last year – up 32% 
on 2020 and 20% on 2019 – the growing size and 
sophistication of Australian private equity managers 
is certainly a factor in the increased interest offshore.

Regulatory changes in the Australian financial 
landscape also benefit investors. These changes are 
increasingly pro-innovation and pro-competition, 
boosting fundraising and deal-making.3 Private 
equity in Australia is expected to continue to mature 
and attract foreign capital, aided by a strong wave of 
digital disruption in the post-COVID environment that 
can help make these firms more competitive on the 
global stage. 

3 https://www.industry.gov.au/sites/default/files/May%202018/document/pdf/australia-2030-prosperity-through-innovation-full-report.pdf?acsf_files_
redirect
4 https://globalswf.com/news/sovereign-investors-lead-the-charge-in-australian-infra-and-real-estate-boom

Although private equity leads commitments, real 
estate still made up over a quarter (27%) in the 
past five years. The COVID-19 environment posed a 
major challenge, but fund managers are recovering 
from the upheaval. Preqin data shows that in 2021, 
closed-end real estate funds in Australia raised a 
total of $5.2bn, an increase of 76% on 2020 and 44% 
on 2019. Moving forward, as foreign investors such as 
GIC, CDPQ, and APG grow their real estate portfolios 
in Australia through direct deals and joint ventures 
with local investors, there may be more opportunities 
for fund managers who can provide a differentiated 
service.4 

For instance, investors seeking alternative sources 
of stable yields are increasing demand for real estate 
debt funds. In fact, Preqin data shows that they made 
up three of the five largest funds in 2021. Investors 
seeking new avenues to generate yield may have 
found it hard to do so given the instability of the 
market post-COVID-19, but the fixed income-like 
quality of real estate debt offers investors stable and 
consistent returns while giving them exposure to the 
real estate asset class. 

However, not all real assets have the same level of 
success. Infrastructure funds attracted the lowest 
proportion of foreign funding, despite Australia’s 
mature infrastructure network and abundant 

Fig. 36: Foreign investment in Australia by industry, 2020 - Jan 2022

Source: Preqin Pro. Data as of February 2022
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opportunities for growth in the space. This is likely 
due to investors’ preference for making direct 
investments and taking a more active role in their 
infrastructure investments, rather than passively 
through external fund managers. Several of the 
infrastructure deals in 2021, for example, have 
been made through direct investment deals by 
foreign investors in conjunction with other domestic 
investors, predominantly superannuation funds. 

One high-profile deal in 2021 was the sale of a 49% 
stake in the WestConnex motorway, Australia’s 
largest road infrastructure project. This went to giant 
operator Transurban and a consortium including Abu 
Dhabi Investment Authority (ADIA), AustralianSuper, 
and CDPQ.5 In another instance last year, APG agreed 
on a deal to purchase 17% of Ausgrid, the power 
networks company, from AustralianSuper.6 Thus, 
as investors look to do direct deals and be more 
involved in the deal-making process, the role of 
fund managers continues to evolve. As origination 
and management experts, particularly for smaller, 

5 https://www.afr.com/companies/infrastructure/there-are-going-to-be-other-roads-after-westconnex-says-cdpq-20210927-p58v17
6 https://apg.nl/en/publication/apg-acquires-interest-in-australian-electricity-grid/
7 https://investment.infrastructure.gov.au/

foreign investors that may not have the resources to 
navigate the infrastructure landscape in Australia, 
well-performing fund managers will continue to 
attract capital.

Australia promises appealing infrastructure 
opportunities for the foreseeable future. The 
government intends to drive forward its pipeline 
through the Government’s Infrastructure Investment 
Program, tapping into its geographical and structural 
strengths.7 Investors may get innovative about ways 
to gain access to these opportunities, and local fund 
managers can play a huge part in helping source and 
manage unique deals.

Australia's alternative funds environment has grown 
significantly over the past few years, proving that 
the industry has responded to the opportunities and 
challenges presented with aplomb. The future for 
Australian private capital funds seems bright, as 
more global investors look to capitalize on the strong 
market capabilities.
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Healthcare presents a wealth of investment 
opportunities in Australia. Spending on healthcare 
goods and services has risen from $91bn per annum 
20 years ago to over $185bn per annum today.1 

We foresee three key trends that can help drive 
outperformance over the next decade. Investing with 
these in mind will allow investors to tap into the 
growing number of opportunities that may provide 
outsized returns.

Biotechnology revolution
Advances in biotechnology have been game 
changers in the treatment, prevention, and potential 
elimination of some of the world’s most devastating 
diseases. In particular, developments in genomics2 
and gene editing3 are helping to improve patient 
outcomes in cystic fibrosis, hemophilia, and 
sickle cell disease. This has led to record levels 
of investment in medicine development, including 
biologics.4 Global drug and biologics R&D spending 
grew from US$88bn in 2004 to US$188bn in 2020 and 
is forecast to reach US$233bn by 2026.5

While early-stage investing in drug and biologics 
development may not be for all investors, fields 
like clinical research can provide LPs with the ideal 
risk-return profile. In Australia, successful investors 
have been able to support the scaling up of small, 

1 Australian Institute of Health and Welfare, Health Expediture Snapshot, July 2020
2 Genomics is the study of genes, and the interaction of genes with each other and with the environment.
3 Gene editing is the process of cutting out a defective segment of the patients' genome and replacing it with a “normal” healthy segment.
4 A biologic drug is produced from a living organism, or contains components of living organisms.
5 Strategy&  2021 analysis

local businesses, helping them to grow and serve 
a global market. One such example is Nucleus 
Network, a phase 1 clinical trial site business based 
in Melbourne. When acquired, Nucleus was a single-
site business and with our support and investment, it 
was able to grow into a multi-site global player.   

Democratization of healthcare
The convergence of healthtech and changing 
consumer expectations has led to innovation in 
accessible and convenient healthcare options. The 
COVID-19 pandemic has also helped accelerate 
the uptake of new models of care delivery like 
telemedicine and online scripting services, which are 
now here to stay. With artificial intelligence, robotics, 
the integration of automated health devices, and 
a shift towards home care redefining healthcare, 

A nuanced, deliberate, and thematic approach to investing in healthcare 
could yield strong returns despite increased activity and strong asset 
prices over the past few years

Attractive opportunities ahead 
in Australia’s healthcare sector

Daren McKennay
Partner 

Crescent Capital 
Partners

Sponsored by



39

Founded in 2000, Crescent Capital Partners is a leading mid-market private equity firm assisting emerging 
and growth companies across Australia and New Zealand. Crescent has deep expertise in healthcare and 
has developed a reputation of being one of the most successful and experienced private equity investors in 
healthcare in Australia. Crescent takes great pride in building long-term partnerships with our investors 
based on an established reputation for delivering consistently strong performance. 

Daren has over 30 years’ experience in healthcare, including private equity investment and CEO roles, and 
leads the firm's focus in healthcare.

www.crescentcap.com.au

businesses that can adapt to a patient-centric 
model of care where consumers feel in control of 
their healthcare, are likely to do best. Healthcare 
Australia, a healthcare workforce agency we acquired 
in 2018, was able to harness its strength in workforce 
management to embrace this trend.

Personalized medicine
In the next decade, doctors will be able to tailor 
treatment plans individually and deliver nuanced 

prescriptions based on the specific genetic make-up 
of the disease and the patient. The first beneficiaries 
of this trend are diagnostic companies which provide 
doctors with genomics information such as our 
investee, Australian Clinical Lab. This company is 
advancing the use of genomics through its Molecular 
Cancer Service to provide oncologists with better 
healthcare information for more personalized 
diagnosis and treatment.  

Sponsored by
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The Australian private capital industry is excelling 
in its commitment to ESG. There are presently 198 
signatories to the UN Principles for Responsible 
Investment (PRI), up from 173 last year and 
significantly higher than any other market in Asia-
Pacific (Fig. 37). Many institutional investors and 
asset managers in Australia have made some form of 
public commitment to ESG. 

For instance, according to Preqin ESG Solutions – 
which tracks transparency metrics across private 
capital markets – almost 40% of all investors in 
Australia have an investment policy that includes 
ESG issues. There is clear acknowledgment that 
ethical and responsible investing helps deliver 
stronger returns and better risk management, while 
aligning with stakeholders’ financial and moral 
expectations. 

So why are regulations key to change? While the 
Australian private capital market has embraced ESG, 
the industry is now evolving from commitment to 
action as firms increasingly develop transparency 
through guidelines and frameworks to achieve 
ESG goals aligned to investor and asset manager 
aspirations.  

Transparency is a cornerstone of responsible 
investing. It’s key in creating a system that promotes 
accountability, helps stakeholders make informed 
decisions, and ensures regulators have detailed 
insights that can help them take necessary corrective 
action. With the necessary regulations and guidelines 
in place to help create structure out of transparency, 
there is an effective and reliable path for firms to 
achieve their ESG goals.

Regulations key to  
meaningful ESG change

The Australian private capital market is leading change when it comes 
to ESG, as it continues to deliver greater transparency

Fig. 37: Asia-Pacific-based signatories to the UN PRI by location

Source: UN PRI. Data as of February 2022
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Pushing for disclosures from superannuation funds
One example of using regulations to improve 
transparency outcomes is new legislation this 
year which includes greater disclosure of portfolio 
holdings for superannuation funds (also known as 
super funds).1 These form a significant component of 
the Australian economy and have been benchmarks 
for responsible investing among investors. In fact, at 
54%, they currently account for over half of the ESG-
committed investors in Australia (Fig. 38). 

This was not always the case, with super funds 
previously taking a different approach to their global 
peers. This will change with the portfolio holdings 
disclosure requirements coming into force in March 
2022, when super funds first reported their holdings. 
This is a step in the right direction – super funds 
can now offer more transparency, which will allow 

1 https://ministers.treasury.gov.au/ministers/jane-hume-2020/media-releases/
superannuation-portfolio-holdings-disclosure-0

Investor
Assets under 

management ($bn) Type
Allocation to private 

capital (As a % of AUM)
Active ESG 

policy?

AustralianSuper 168.3 Industry 28.0 Yes

Aware Super 107.3 Industry 33.0 Yes

QSuper 82.5 Public sector 26.2 Yes

UniSuper 68.9 Industry 15.0 Yes

Sunsuper 61.1 Industry 30.0 Yes

Retirement Wrap 49.4 Retail 7.6 Yes

HESTA 50.5 Retail 27.3 Yes

Retail Employees Superannuation Trust 50.5 Industry 18.7 Yes

AMP Super Fund 46.8 Retail 9.6 Yes

Hostplus 44.9 Industry 31.3 Yes

Source: Preqin Pro. Data as of February 2022

Fig. 39: Largest superannuation funds investing in private capital by assets under management

Governance type Average transparency

Firm 23.0%

Portfolio 11.9%

Asset 8.1%

Source: Preqin Pro

Fig. 40: Transparency metrics by firm/portfolio/asset disclosure type for Australia-based firms 

Fig. 38: Proportion of ESG-committed Australian 
investors by investor type

Source: Preqin Pro
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stakeholders to hold them accountable on working 
toward their ESG goals.

Managing climate change risks
ESG commitments relating to climate change 
are some of the most common among Australian 
investors. The bushfires of 2019 and 2020 and floods 
in 2021 and 2022 have been a very visible symbol of 
the climate crisis. In fact, four in five Australians feel 
that environmental issues are important to consider 
when deciding to invest.2 A growing proportion of 

2 https://responsibleinvestment.org/wp-content/uploads/2020/03/From-Values-to-Riches-2020-full-report.pdf
3 https://www.climateworksaustralia.org/commitments/

super funds and fund managers are taking action 
in response, with many making commitments to 
achieve net-zero emissions in their portfolio by 2050. 

According to ClimateWorks Australia, 20% of super 
funds have net-zero targets, including some of the 
biggest, such as AustralianSuper, Aware Super, 
Cbus, HESTA, and UniSuper.3 In the wake of COP26 in 
Glasgow, firms are increasingly aware that it is not 
enough to just commit to net-zero targets. They also 
need to set near-term goals for how they intend to 

Fig. 41: ESG transparency metrics across Asia-Pacific private capital fund managers by asset class

Source: Preqin Pro
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Fig. 42: Australasia and Asia-Pacific impact fundraising, 2017 - 2021

Source: Preqin Pro
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achieve them, without which it may be hard to see a 
clear path for the next 30 years.

To aid this effort, the Australian Prudential 
Regulation Authority (APRA) recently released 
guidance on managing the financial risks of climate 
change.4 The documentation is intended to provide 
valuable guidance around risk management and 
disclosures. This could come in handy for firms yet 
to outline specific and concrete steps to achieve their 
targets.

Addressing greenwashing
As ESG becomes increasingly important, 
greenwashing has become more of a concern for 
investors and regulators.5 The practice is where fund 
managers overstate their sustainability credentials 
to attract investors. Greenwashing is largely enabled 
by inconsistency and a lack of alignment in reporting 
standards, so could be deterred by transparency, 
scrutiny, and regulatory intervention. 

The Australian Securities and Investments 
Commission’s (ASIC) current surveillance program 
attempts to provide such mechanisms.6 The program 
is a clear warning to managers that if their claims 
cannot be substantiated, they run the risk of facing 
liability for misleading and deceptive conduct. ASIC’s 
clamp-down is an effective way to ensure that 
funds have strong investment policies with clear 
guidelines on their ESG goals, and steps taken to 
achieve them. Such regulations are key to supporting 
the implementation of ESG, as well as keeping its 
credibility.

4 https://www.apra.gov.au/news-and-publications/apra-finalises-prudential-guidance-on-managing-financial-risks-of-climate
5 https://www.ft.com/content/95b45edf-fd9a-45e2-96f8-9803787ef860
6 https://asic.gov.au/about-asic/news-centre/articles/what-is-greenwashing-and-what-are-its-potential-threats/
7 https://www.nabers.gov.au/about/what-nabers
8 https://www.lexology.com/library/detail.aspx?g=bd5b28c8-ae70-4715-ad76-5c608bc77711

Standardizing indicators and rating systems
It has already proven possible to use regulations to 
create meaningful change. The government-owned 
National Australian Built Environment Rating System 
(NABERS) is a nationwide rating system that has 
been a game-changer for Australia’s real estate fund 
managers.7 It offers a transparent and standardized 
method of rating buildings by measuring the water 
usage, energy efficiency, waste management, and 
indoor environment quality, which provides a reliable 
benchmark to compare buildings. Asset managers 
can then retool their portfolios and improve 
efficiencies to reap both economic and environmental 
benefits. 

In a similar vein, as the overall private capital 
industry moves toward identifying common ESG 
indicators and rating systems, we expect clearer 
ESG strategies and greater transparency among 
fund managers. Reliable and standardized systems 
can help fund and asset managers benchmark their 
ESG performance against peers and be incentivized 
to act more meaningfully to uphold standards set by 
leaders in the space.

As these regulations and guidelines take effect 
and evolve, there are already instances of firms 
being held accountable for their ESG claims, an 
encouraging sign that these measures are yielding 
the intended results.8 Moving forward, investors and 
asset managers in Australia will be motivated to 
enact their ESG agenda by including a clear strategy 
with set targets, well-defined KPIs, and ongoing 
monitoring. This way, responsible investing can be a 
true driver of value creation for all stakeholders.
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Discrepancy?! Don’t worry. As a former LP, we can 
manage the delicate conversation with GPs to 
ensure that we have all the required data inputs. 

FAIR

Preqin 
ESG Solutions 
Gain visibility into ESG risk exposures, impact potential, and opportunities at scale

Access comprehensive ESG data 
Take advantage of ESG KPIs and disclosures for more than 50,000 LPs and GPs, including 
policies, practices, affiliations, and key contacts. 

Measure company and portfolio ESG risk exposure 
Explore the source and estimate the size of ESG risk exposure across 124,000+ private 
companies and funds in a portfolio 

Find new impact opportunities 
Discover and evaluate potential impact investments that align with your ESG strategy.

To learn more about our extensive ESG data, visit www.preqin.com/esg/esg-solutions
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