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Current Prices
Subscribers can calculate a ballpark estimate of a business’s value using the below ROI table. Please refer to the “How to
calculate an estimate of business value using BVN price list document” in the Jarot Business Valuations online members
library. BVN members can also refer to the index sheet to find the latest article about a particular business type.

PRICE UPDATE DECEMBER 2020
INDUSTRY

Current Buyer (a) Current Net Profit Price Dec
Demand ROI % Range Before Tax 2020 (b)

Bakery (non-franchise)
Bakery (Franchise)
Boutique
Caravan Park (Leasehold)
Cleaning
Coffee Lounge (5-6 Days)
Delicatessen/ Convenience
Drycleaning
Fast food (Non- Franchise)
Fruit and Veg
Hairdresser
Hardware
Hotel* (Leasehold)
Laundromat
Lawnmowing
Liquor Store

Weak
Fair
Poor
Fair
Good
Fair
Fair
Fair
Good
Fair
Weak
Fair
Weak
Fair
Weak
Fair
Poor
Fair
Poor
Poor
Fair
Fair
Weak
Fair
Good

80-110
60-75
80-110
30-40
25-35
60-80
50-70
55-75
45-55
75-100
65-75
55-70
50-85
45-65
70-90
55-75
85-120
70-100
80-90
60-80
35-45
40-60
110-130
35-45
28-35

(a) Return on Investment (%) =

150,000
150,000
150,000
150,000
250,000
150,000
250,000
150,000
250,000
150,000
150,000
250,000
150,000
250,000
150,000
250,000
150,000
250,000
150,000
250,000
250,000
150,000
75,000
150,000
250,000

160,000
220,000
160,000
430,000
830,000
210,000
420,000
230,000
500,000
170,000
210,000
400,000
220,000
450,000
190,000
380,000
150,000
290,000
180,000
360,000
630,000
300,000
60,000
380,000
810,000

INDUSTRY
Lotto Kiosk
Lunch Bar
Manufacturing
Newsagency
Restaurant
Retail - General
Retail - Online
Roadhouse
Service
Service Station
Supermarket
Transport
Wholesaler

Profit ($pa) x 100
––––––––––––––––
Purchase Price
(b) The approximate price includes plant, stock and goodwill for an
average business making a profit of $150,000 or $250,000 before an
owner takes out a salary (Proprietors Earnings Before Interest, Tax,
Depreciation or Amortisation = PEBITDA standard of profit). These
figures are only a guideline.
* Does not apply to hotels with gambling facilities.

Current Buyer (a) Current Net Profit Price Dec
Demand ROI % Range Before Tax 2020 (b)
Weak
Weak
Fair
Weak
Fair
Weak
Weak
Weak
Fair
Poor
Weak
Good
Good
Poor
Fair
Fair
Good
Poor
Weak
Fair
Fair
Fair
Fair
Fair
Good

50-70
60-90
50-70
55-75
40-60
60-70
45-65
70-100
60-75
70-110
60-90
50-70
40-50
65-90
55-75
60-85
45-65
65-85
55-75
35-55
33-43
60-90
55-75
40-70
35-55

150,000
150,000
250,000
150,000
250,000
150,000
250,000
150,000
250,000
150,000
250,000
150,000
250,000
150,000
250,000
150,000
250,000
150,000
250,000
150,000
250,000
150,000
250,000
150,000
250,000

250,000
200,000
420,000
230,000
500,000
230,000
450,000
180,000
370,000
170,000
330,000
250,000
560,000
200,000
380,000
210,000
450,000
200,000
380,000
330,000
710,000
200,000
380,000
270,000
560,000
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MARKET UPDATE & SMALL BUSINESS
MARKET OUTLOOK FOR 2021
The OECD expects global GDP to
increase by 4.2% in 2021 after a fall
of 4.2% in 2020. In Australia, the
numbers are slightly less dramatic
with an expected contraction over
2020 to be 3.8%, projected growth of
3.2% in 2021 and 3.2% again in 2022.
But the recovery in Australia has and
will be uneven, as differing sectors
of the economy experience varying
impacts from COVID-19.
The Uneven Recovery in Australia
International boarder restrictions have stifled
recovery in education and tourism exports
throughout Australia. Non-services exports such
as commodities have not been affected to the
same degree.
Given Victoria’s second wave of the Coronavirus,
its unemployment level remains higher than
pre-pandemic levels. In the states least impacted
by the pandemic such as Northern Territory,
Queensland, South Australia and Western Australia,
employment is currently back to pre-COVID-19
levels. In these states mining and manufacturing
have rebounded well. Retail and local tourism have
also benefited from consumers spending their
money inside the state, rather than on international
travel and services.

Some of the social distancing effected services, such as
Arts and Recreation, have not fared well. Suburban retail
has been a lot stronger than CBD retail throughout
Australia. This is due to increased remote “work from
home” proliferation, that has literally had consumers
spending more time and money in their residential
suburbs, rather than CBD working areas.
Small Business Outlook
The Government’s JobKeeper subsidy covered around
one third of all employment in Australia. This has not only
maintained employment but also consumer demand. The
timing and strategy around JobKeeper withdrawal will
have a large bearing on unemployment levels going
forward.
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The Government has also brought forward tax relief for
households and businesses. In addition there are hiring
subsidies, cash boost, government infrastructure
spending and increased business tax deduction
opportunities, that are supporting the economy.
In recent months, the Reserve Bank has been buying
billions of dollars’ worth of Government Bonds (money
printing) from the banking sector. The effect of this is to
push borrowing interest rates down. The Government is
also actively encouraging banks to boost business loans.
The biggest influence on small business, however, may
be the extent (if any) to which the Government proposes
to relax responsible lending laws are implemented. Any
significant relaxation of these laws would increase
business investment and expansion. Business brokers
have reported that the strict lending criteria imposed over
the past two years, has been the single largest
impediment to the sale of small businesses.
Whilst it is important that “irresponsible lending” does not
proliferate, it is equally important that lending guidelines
are reasonable, to facilitate the transition of small
businesses from baby boomers to the younger
generations.
At this stage lenders remain cautious with respect to the
small business market. It would appear that Covid-19
outbreaks in Sydney over recent months have affected
credit decisions nationwide. This indicates that the
lenders may remain “Covid Cautious” for some time yet.
On another positive note, it would appear that many states
in Australia are experiencing a rebound in residential

housing markets. In past years, a strengthening housing
market has often led to a stronger business sales market.
Initial indications do suggest that differing business
sectors will attract different demand following the effect of
the Coronavirus. Brokers have advised that the fear of
potential shutdown, would appear to be having a
protracted effect on demand for hospitality, entertainment,
fitness/gym, interstate/international tourism and education
businesses. By contrast those businesses that have
performed well during the Coronavirus or maintained
consistent trading, are already attracting increased buyer
interest. There has also been a return to the market of
business investors, particularly in the $2M plus price
range.
The pandemic has also led to an increased pace of
uptake of online shopping. Australian consumers have
gotten used to buying online and may not return to bricks
and mortar shopping to the same extent.
So in summary, there are some medium and possibly
longer-term effects from the virus. As always the
consumer dollar continues to be spent – those
businesses that are geared up to attract it best in the
current market climate, will outperform in both financial
trading performance, as well as business sales demand.
In this landscape, it should also be noted that the roles of
digital marketing, social media, search engine optimisation
and online/website trading capability, are becoming
increasingly important.
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THE NUMBER OF BUSINESSES
LISTED FOR SALE

Business Values Newsletter uses data from leading business listing website “Seek
Commercial”, to report on the number of listings in each state of Australia. It is noted
that Seek does not pick up all listings and that some listings are duplicated. What it
does provide however, is a consistent basis of data from which to measure change.
Sep 20 to Dec 20

Dec 19 to Dec 20

Dec-19

Sep-20

Dec-20

% Change

% Change

NSW

4142

3353

3252

-3.01%

-21.49%

VIC

5087

4771

4759

-0.25%

-6.45%

SA

289

244

244

0.00%

-15.57%

TAS

92

96

106

10.42%

15.22%

QLD

2505

2067

2037

-1.45%

-18.68%

WA

582

544

557

2.39%

-4.30%

NT

29

36

35

-2.78%

20.69%

113

79

62

-21.52%

-45.13%

ACT

Australia
12839
11190
11052
-1.23%
-13.92%
This table reports the number of businesses listed for sale on the Seek Commercial website
with listing prices of $50,000 or greater (excluding new franchises/ licences)
Is the nationwide reduction in business listings over the past 12 months an initial sign of a strengthening
market or just a reluctance from owners to sell businesses in a Covid-19 weakened market? Time will tell
but keeping an eye on listing numbers can be a valuable tool in forecasting market direction.
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GENERAL PRACTITIONER
MEDICAL PRACTICES
GP Medical practices were last reviewed
by the Business Values Newsletter in
edition No. 90 of December 2005. Key
drivers of the industry are population
growth, growth in the older segment of
the population and Federal Government
(Medicare) subsidy policies. Although
there are still no dominant players in the
industry, a trend to greater
commercialisation/larger practices as
well as the entry of corporates buying up
practices, has led to stronger prices paid
in recent years.
INDUSTRY SNAPSHOT
• Current annual revenue $13.9 billion.
• Annual revenue growth 2016–2021 – 1%.
• Profit margin – 8.9%.
• Projected annual growth 2021-2026 = 2.7% per
annum.
CURRENT INDUSTRY
Medicare funding has increased over the past five years,
as larger GP practices have invoiced more patient visits
based on bulk billing. This has in turn increased the
volume of patients using GP services. At various stages
over the past five years, the government has frozen annual
indexation, meaning that revenue and profitability have
been decreasing or flat. The most recent two to three
years of this period has however seen the government
reintroduce indexation, allowing for a level of profitability to
be maintained.
Demand for GP services has also increased due to
growing percentage of the population being over 65 years
of age – this segment of the population have a higher
need for services. Once again however, the extent of
overall revenue growth, is limited by pensioners who are
more often only charged bulk billing rates.
The typical cost structure for medical practices is as
follows:
• Wages expense
49% to 51%
• Purchases
8.5% to 9.5%
• Depreciation
2.8% to 3.0%
• Rent
5.5% to 6.5%
• Other expenses
22% to 26%
• Profit (EBIT)
6% to 10%
It is noted that the percentage wages cost has increased
over recent years as many medium size practices have
moved to paying doctors on a subcontract basis. Typical
subcontract arrangements are the doctor receiving 55% to
75% of fees that they individually generate. A shortage of
doctors has also resulted in increased remuneration
having to be paid in order to attract good doctors.

INDUSTRY OUTLOOK
Main positives for the industry over the next five years are
as follows:
• Growing and ageing population leading to more
demand for services.
• Increasing investment in health sector by the
government as part of its long-term national health
plan.
• Restoration of indexation of Medicare rebates over
the past three years, which are likely to continue.
The industry is expected to see more consolidation/growth
in the size of practices going forward. This will allow for the
economies of scale necessary to retain/grow profit
margins, in an environment of otherwise increasing costs
and higher demand for bulk billing.
It is noted that this industry is heavily reliant on
government funding and there is therefore also the risk
associated with changes in funding policies.
MAIN FACTORS FOR BUSINESS SUCCESS
• Attractive/well maintained/clean premises.
• Convenient location and parking for patients.
• Establishing a good referrer network.
• Economies of scale to maintain profits – typically
requires a minimum of five to six full time equivalent
doctors.
• Pricing to meet demand and demographics.
• Quality doctors and service to attract repeat patients
and word of mouth referrals.
• Compliance with Medicare/government regulations.
BUSINESS PRICES
There is currently solid demand for GP practices in the
marketplace. Increasing values in recent years have been
driven by corporates buying up practices with a view to
increasing business efficiencies.
Medical practices are typically sold/ valued in the
marketplace using an undermanagement (EBITDA)
standard of profit.
The “normal market” for practices having under
management/EBITDA profits in the order of $200,000 to
$500,000 is a multiple range of 2.50 to 3.50 times profit.
Practices of this nature would typically have at least five
full time equivalent doctors, in order that this level of profit
is generated.
Where corporates are making strategic purchase
transactions, multiples of up to 4 to 6 times profit are
sometimes achieved, though sales of this nature typically
have significant conditions attached. For example, say
three times profit paid at settlement, and the remainder
over two to three years subject to conditions/revenue
targets being met.
Smaller one to three doctor practices, do also sell in the
marketplace, though often with limited amounts paid for
the goodwill component. This is unless they represent a
strategic purchase or merger opportunity.
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LABOUR HIRE
BUSINESSES
This business type was last covered in
Business Values Newsletter No. 89 back
in October 2005. Labour hire has
continued to grow as an industry in
recent years. It fits well with the modern
economy where businesses often adopt a
model of having a core number of staff
and then using temporary staff to help
cope with fluctuating work volumes.
Whilst the demand for labour hire
services has fallen in 2019/20 due to
COVID-19, the longer-term outlook is for
continued growth.
CURRENT INDUSTRY CLIMATE
Labour hire firms provide temporary staff to clients on a
fee or contract basis. The industry remains segmented
with the largest major business only generating around 5%
of industry revenue.
In 2019/20 industry revenue was $25.7 billion. There was
a good level of annual growth in the three years up until
2019, averaging around 8% per annum, but this fell
sharply in 2019/20 due to the coronavirus pandemic.
The strong growth in years prior to 2019/20, was largely
driven by two factors:
1. National unemployment rate: was generally falling in
the three years up until 2019/20. With a lower
unemployment rate, businesses find it harder to
attract staff and increase use of labour hire services.
2. Businesses generally increasing the use of
outsourced labour to cope with expansion of work
volumes. Use of labour hire also provides greater
flexibility to contract if workflow falls.
COVID-19 led to the temporary shutdown of many
businesses and also increased unemployment. The result
was a sharp fall in revenue of around 8% for the labour
hire industry. The ongoing effects are also pointing
towards a further 4% revenue fall in 2020/21 before
predicted recovery in 2021/22.
A constant over the past five years, has been declining
profit margins. This is largely due to a growth in the
number of larger labour hire businesses/strong
competition. There is also continued profit margin pressure
from clients who include many large, listed corporates.
These businesses have significant power when negotiating
large contracts with smaller labour hire firms.
In past years, the main industries using labour hire have
been:
• Professional services
• Scientific/technical services
• Financial services sector
• Health care sector, particularly due to the ageing
population.

The mining sector has also increased activity and it’s
demand for labour hire over the past five years.
Construction industry demand has declined. Both of these
industries are however cyclical and use of labour hire
helps to cope with rises and falls in workflow.
CURRENT COST BENCHMARKS
• Wages cost – supplied staff 70%
• Wages cost – internal staff
7%
• Purchases
5% - 5.5%
• Other costs
13% - 14%
• Profit (EBIT)
3% - 5%
INDUSTRY OUTLOOK
The demand for labour hire services is forecast to increase
significantly over the next five years. This is based on
recovery from COVID-19 and predicted declines in the
unemployment rate. The level of economic uncertainty that
remains will also tend to have businesses using labour
hire, rather than committing to long term employment
contracts.
Industries including health care and mining, are currently in
an expansion phase, which will also add to demand.
Whilst profit margins are forecast to increase, this will be
limited to an extent due to strong competition. Large
corporate clients will also limit profit margin increases
given their stronger bargaining power, compared to the
typically smaller labour hire firms.
One negative impact for the industry going forward, is
Australian businesses outsourcing lower skilled jobs
directly offshore – this will negatively affect local labour hire
businesses.
As a result of the mainly positive outlook for the
industry, annual revenue growth is forecast to
average 3.4% per annum over the next five years.
IMPORTANT CRITERIA FOR BUSINESS SUCCESS
• Efficient technology/database systems to manage job
seeker pool and client base.
• Key contacts with large business clients and industry
bodies
• Cashflow management – this is particularly important
in labour hire given the time lag between paying
contracted staff and receiving payments from clients.
• Having access to a large pool of suitably qualified
workers.
BUSINESS PRICES
For smaller businesses with one owner (PEBITDA) profits
of $150,000 to $250,000, the ROI percentage is in the
order of 50% to 70%.
For larger businesses with under management profits of
$800,000 to $1 million the ROI percentage is in the order
of 35% to 45%.
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BUSINESSES IN DEMAND
The following business types are currently in demand or proving difficult to sell:

IN DEMAND

DIFFICULT TO SELL

•
•
•
•
•
•

•
•
•
•
•

•
•
•
•
•
•

Accountancy Practices
Medium to large GP and Dental Practices
Veterinary Practices (selective)
Aged Care services
Allied Health Businesses – Selected Sectors
Service businesses with recurring
customers (5 Days)
Caravan Parks (Large, profits over $400,000)
Childcare (medium/ large)
Online businesses/ work from home
Insurance Brokers (Commercial)
Manufacturing – selected sectors
Mining Services Businesses – selected types

•
•
•
•
•
•
•

General Retail
Gyms
Clothing Boutiques
Bookstores
Newsagencies
Lotto Kiosks
Travel Agencies/ international tourism
related businesses
International student related businesses
Restaurant/ Café (7 Days)
Non- Franchise Bakeries
Pubs and nightclubs
Profits less than $100,000

FINANCE RATES
The following borrowing rates, as at 13 January 2021 were provided by Hadmor Pty Ltd t/as Southshore
Finance ACL 393334 (Phone 08 9474 1999).
Interest rates are indicative at the above date and subject to a formal application meeting the lenders criteria. The actual
rate will vary depending on market conditions and aspects of the finance application including credit worthiness, capacity
to service and security offered.

13 January 2021
Business Loan - Secured
Variable ........................................... 2.00
Fixed 2 Year.................................... 2.69
Fixed 3 Years .................................. 2.69
Leasing
Hire Purchase/Chattel Mortgage .. 3.25
Commercial Property
Variable ........................................... 2.30
Fixed 2 Year.................................... 2.49
Fixed 3 Years .................................. 2.54

13 January 2021
Residential Property
Owner Occupier - Principal & Interest
Variable ........................................... 2.55
Fixed 2 Year.................................... 2.14
Fixed 3 Years .................................. 2.29
Residential Investor – Principal and
Interest
Variable ........................................... 2.85
Fixed 2 Year.................................... 2.39
Fixed 3 Years .................................. 2.39

For Business Values Newsletter subscription queries email: kylie@jarot.com.au
or subscribe online at www.jarot.com.au
For Professional Valuation Advice Contact Jarot Business Valuations:

BUSINESS VALUATIONS

26 Clontarf Street, Sorrento WA 6020
Ph: (08) 9246 2820
Mob: 0458 888 005
PO Box 2176, Marmion WA 6020
email: chris@jarot.com.au
website: www.jarot.com.au

The information given in this newsletter is from sources believed to be reliable, but is not guaranteed any way. Although the publisher has full confidence in its advice, no guarantee,
expressed or implied is given with regard to that advice, and persons, organisations or companies who pursue financial investment based on that advice, do so at their own risk. Reproduction
whole or in part by electronic, mechanical or chemical means including photocopying, recording, or by any information storage or retrieval system, in any language, is strictly prohibited.
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