o be only small,” they said. “As
siven Macquarie’s relative out-
ance versus offshore peersand
fic capital market plays over the
months, we continue to believe
sarie is already pricing in a
broadly consistent with |
guidance.” Otherssee alotmore
e in Macquarie’s stock, with
isse analyst James Ellis stick-
is12-month price target of $63.
sustained capital markets
looks like it’s building,” he
oting thatMacquarieasan equity
iated franchise was “well
ned” to benefit. “If this recovery
teeps compounding there is
ially a fair way to go because
(mergers and acquisitions)
stshave notyetrecovered.”
statement noted Macquarie’s
k remained subject to a range of
enges including market
tions, potential regulatory
es and tax uncertainties.
e update means that five of six of
juarie’s units may post results
than last year. The exception is
nking and financial services arm,
h is expected to have broadly
gs.

'Walesisthatwe don'treally want
entities to tie up 80 per cent of the
and 80 per centofthe generation.”
e ACCC determined in itsMarch 4
> that AGL’s acquisition of Mac-
hich owns the large Bayswater
Liddell stations in the Hunter Val-
ould “substantially lessen” com-
Bion in electricity retailing in NSW.
wing MacGen would lift AGL's
°r generation capacity by 79 per
to more than 10,600 megawatts,
o it more than 20 per cent of the
onal electricity market. Merrill
h has calculated the deal would
AGL’s 2015 earnings by 3 per cent.
1t RBC Capital Markets analyst
ohnston said the weak market for
eration meant that, in his view, the
pse of the deal would be no great
or AGL. :
They would be getting it at a good
= but equally the outlook for gener-
nisreally tough,” he said.
a 2003, AGL successfully chal-
sed the ACCC’s decision to block its
purchase of a stake in Victorian
lerator Loy Yang A in the Federal
rt. However, the ACCC last year
oved AGL’s full takeover of Loy
e A and Mr Sims said the twoissues

e “absolute chalkand cheese”.

The new centres will contribute annualised earnings beforeinterestan

d‘taxof$39.4m| jonin FY2015. PHOTO: VIRGINIASTAR !

G8 Education to buy 91 centres

Jessica Gardner

Childcare operator G8 Education has
broken its own rules on how muchitis
willingto pay for new centres, buying 91
from Sterling Early Education for
$228 million, justa weekafter Sterling’s
floatwas pulled.

The deal takes the number of new
centres bought by G8 Education in 2014
to 154, more than double the 70 pur-
chased in the 2013 calendar year.

Investors keen to cash in on strong
demand in the sector due to the grow-
ing population of children and the ris-
ing rate of women in the workforce
have pumped up the market darling’s
value by137 per centover the pastyear.

The Brisbane-based company has
previously said it would not pay more
than 4-times earnings before interest
and tax as for new centres. :

But the latest deal prices the 91 cen-
tres at 5.79-times annualised EBIT of
$39.4 million forecast for the 2015
financial year.

Montgomery Investment Manage-
ment portfolio manager Russell Mul-
doon said management has assured
him the deal was a one-off and in future
the company would return to paying
about4-times EBIT.

“[G8 Education] has taken a bit of a
defensive, as well as an offensive,
move,” Mr Muldoon said.

The company, helmed by managing

director Chris Scott and chair Jenny
Hutson, declined to comment.

A proposed float of childcare roll-up
Sterling was pulled just over one week
ago by Macquarie Capital after it failed
to raise $200 million from institutional
investors. Fund managers had baulked
at earnings forecasts, which had been
revised down just prior toa book-build.

It is understood Macquarie Capital
had been shopping the opportunity to

[G8 Education] has
taken abitof a
defensive, as well as

an offensive, move.
Russell Muldoon, Montgomery
Investment Management

private equity funds as well as rival
operatorsasits planB.

Mr Muldoon said the transaction
allowed G8 Education to stop a new
large competitor entering the market.

The 91 new “premium” centres,
which include 76 long-day care centres
and 15 centres for outside school hours
care, increase G8 Education’s student
placesby 28 per cent t027,995.

The latest acquisition comes just
over a month after G8 Education
spent $105 million on 63 new centres
and marks a period of enhanced cor-

porateactivityin the fragmented sector.

There areabout 6000 centresin Aus-
tralia and more than 80 per cent are
owned by independent operators,
which has allowed G8 Education and
its smaller rival Affinity Education to
grow by buying established centres.
Affinity, which has a market value of

$122 million, has increased in value by

35 per centsinceits December listing.

The ramp up in corporate activity,
along with the company’s willingness
to pay more than normal could spark
memories of Eddy Groves.

The entrepreneur lead ABC Learn-
ing from the mantle of largestchildcare
operator in the world to collapse in
2009 after paying too much for centres
in his quest to grow the business.

In the year before its collapse ABC
had debtof $2.2 billion

G8 Education entered a trading halt
on Monday morning, as its brokers
Canaccord Genuity and Petra Capital
went about raising $100 million to help
fund thedeal.

The company was seeking to raise
$100 million in a two-tranche place-
mentat$4.60ashare.

The offer was priced ata 3.4 per cent
discount to the last close and a 2.5 per
cent premium to the 10-day volume-
weighted average price. The stock
closed at $4.76 on Friday.

The advisers are calling for bids by

midday on Tuesday.
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