Warnings on tech. sector values:
InterFinancial

ERGERS and acquisitions
M specialists InterFinancial
have identified a concern-

ing trend for investors in technology
companies — the decline in the value
of software-as-a-service (Saa$) finan-
cial model companies.

“One of InterFinandial’s sector spe-
cialties is ICT so we follow trends in
technology fairly closely,” managing
director Sharon Doyle wrote in a recent
report. “One trend that we have noticed
in the US-listed technology stocks is a
decline in valuations for 5aaS.”

Ms Doyle said there may be a win-
dow ol opportunity for Australian
technology businesses to sell sooner
rather than later, “before the trends
from the US market catch up”.

“SaaS software is sold via a subscrip-
tion model where users ‘opt-out’ ver-
sus the traditional licence model that
is sold via annual renewals and users
are instead ‘opting-in’. This leads to a
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the US has dropped
by 57 percent in two years. While the
market was sitting at its frothy highs
of 7.7-times revenue in early 2014,
it then levelled off to S-6-times rev-
enue in 2015, and a steep decline to
3.3-times in recent months.

“This got us thinking — is the Austral-
ian market for technology experiencing
a similar impact? Admittedly the mar-
kets are different, and Australian inves-
tors are significantly behind the US in
the shift in investment to technology,
especially early-stage,” Ms Doyle said.

“But does the US market indicate what
we might see in the Ausiralian market?
“We analysed the revenue multiples
of ‘established technology companies’
against ‘emerging technology compa-
nies’ and noted that over the past 12
months, there has not been a decline
in valuation multiples in Australia.
“In fact there have been slight im-
provements and Australian multiples
are now consistent with those listed
technology companies in the US.”
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