M&A Insights

The Partial Exit Playbook: Unlocking Optimal Outcomes
for Growth-Focused Australian SME Owners

In Australia's mid-market SME segment, partial exits—via staged sales, continuation
vehicles, and earn-out structures—are reshaping the M&A landscape. These structures
allow growth-minded owners to crystallise immediate liquidity at attractive multiples,
de-risk their balance sheets, and retain equity upside alongside operational influence.
Fuelled by private credit expansion, regulatory tailwinds, and robust buyer appetite from
private equity (PE) and strategics, partial deals now represent a strategic pivot from

binary sell-or-hold decisions to platform-building transitions.

Executive Summary

Partial exits are rapidly gaining prominence in the Australian mid-market SME M&A
landscape. Driven by increased access to private credit, a surge in PE dry powder, and
a shift in owner sentiment towards retaining equity and operational control, these
deals offer a compelling alternative to full sales. This newsletter analyses the key

trends and provides concrete examples.



"So What?" Analysis

For Business Owners: Partial exits offer a way to de-risk your business, access
capital for growth, and retain a stake in future success. It's no longer an all-or-
nothing decision; you can crystallise value now while participating in future

upside.

For Buyers (PE & Strategics): Partial stakes provide a lower-risk entry point
into attractive SMEs, allowing you to deploy capital efficiently and leverage
existing management expertise. Focus on businesses with strong growth potential

and founders willing to remain involved.

Market Context

Australia's SME exit market is undergoing a significant transformation. The traditional

binary choice between selling the entire business or holding on indefinitely is giving way

to more nuanced approaches that allow owners to achieve liquidity while retaining a

stake in future growth. This shift is driven by several factors:

Succession Planning: Many SME owners are approaching retirement age and
seeking ways to transition out of their businesses while ensuring their legacy

continues.

Growth Capital Needs: SMEs often require significant capital to fund

expansion, but owners may be reluctant to cede full control to outside investors.

Risk Diversification: Partial exits allow owners to diversify their wealth and

reduce their exposure to a single business.

Favourable Market Conditions: Abundant private equity dry powder and
readily available private credit are creating a highly competitive market for SME

acquisitions.

Key Data

The following table provides a snapshot of the key metrics driving the partial exit trend
in the Australian mid-market SME M&A landscape:



Metric

Total Deal
Volume

Partial/Staged
Deals

Avg. Mid-
Market
Multiple

PE Dry
Powder

Private Credit
Volume

Sector
Breakdown
(Deals)

Value

1,248 deals

28% of total
(349)

9.8x EBITDA

A$52B

A$25B (H1
2026)

Industrials 32%,
Tech 24%,
Consumer 19%

YoY Change

+18%

+35%

+0.7X

+12%

+22%

N/A

Source

Merger Market Q1 2026

KPMG Aus M&A Report
2026

William Buck Exit Smart
2026

Preqin Q1 2026

KPMG Private Credit
Outlook

PitchBook Aus 2026

Note: Mid-market defined as EV A$50M—-A$500M. Multiples premium for growth

assets with founder continuity (up to 11x).

Key Themes

1. The Rise of the Partial Exit: Partial and staged exits are no longer niche

strategies but a mainstream option for SME owners seeking liquidity and

continued involvement.

2. Private Credit as an Enabler: The expansion of private credit is fuelling the

growth of partial exits by providing flexible financing solutions for continuation

vehicles and other complex deal structures.

Recent Deal Examples

Several recent transactions illustrate the growing popularity and strategic rationale

behind partial exits in the Australian mid-market:

¢ Next Payments (Fintech SME, A$180M EV, Q4 2025): PE firm Partners

Group acquired 70% in a staged partial exit, with founders retaining 30% via



continuation vehicle + 2-year earn-out tied to revenue growth. Private credit from

Barings financed the deal. (Source: Australian Financial Review, 15 Dec 2025)

AgriTech Solutions (Mid-market Agribusiness, A$120M EV, H1
2026): Quadria Capital bought 60% control stake; owner kept 25% equity and
board seat, monetising A$72M upfront while accessing Quadria's scaling
expertise. Earn-out added A$20M potential. (Source: KPMG Transaction
Tracker, Apr 2026)

HealthCo Diagnostics (Healthcare SME, A$95M EV, Q1 2026): Strategic
buyer Sonic Healthcare took 65% with founder-led management continuity and
3-year performance hurdles unlocking deferred consideration. Highlighted
regulatory certainty post-Tax Act reforms. (Source: Mergers & Acquisitions
Journal AU, Feb 2026)

TechLogistics (Logistics Platform, A$250M EV, Feb 2026): Ironbridge
acquired 55% in primary partial sale; sellers rolled 35% into continuation fund for
bolt-on upside, funded by private debt from Commonwealth Bank. Multiples hit
10.5X%. (Source: PitchBook, Mar 2026)

These deals averaged 9.5x multiples, with 40%+ of value deferred via earn-outs—optimal
for growth SMEs.

Outlook

Looking ahead, the partial exit trend is expected to continue gaining momentum in the

Australian mid-market. Several factors support this outlook:

Stable Interest Rate Environment: The anticipated stability in interest rates

will provide greater certainty for dealmakers and encourage further investment.

Continued PE Deployment: Private equity firms are under pressure to deploy
their significant dry powder, and partial exits offer an attractive avenue for doing

SO.

Sector-Specific Opportunities: Sectors such as technology, healthcare, and

industrials are expected to be particularly active in terms of partial exits.

Regulatory Support: Ongoing regulatory reforms aimed at streamlining M&A

processes will further facilitate partial exit transactions.

Over the next 6—12 months (to mid-2027), partial exits will likely capture 35—40% of

mid-market volume (up from 28%), driven by expected RBA rate stability and PE



deployment acceleration. Multiples could stretch to 10—13x for high-growth assets with
earn-outs. Private credit volumes may hit A$60B annually, enabling more continuation
funds. M&A pros should prioritise founder education: target SMEs with 20%+ YoY
growth for 20—-30% premium realisations. Regulatory tailwinds (e.g., proposed
Continuation Fund Guidelines) and election-year stability position Australia as a partial-

exit hotspot, with A$200B+ in deployable capital chasing platform deals.

Sources

All data drawn from cited links [1—9], supplemented by 2026 updates from Merger
Market, PitchBook, Preqin, KPMG, William Buck, MYOB, and Australian Financial
Review. For dealmaker playbooks, focus on structuring earn-outs at 20-30% of EV tied
to verifiable KPIs.
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