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Aged Care in Australia: Key facts

1.3m
Aged care sector in
Australia provides services
to to over 1.3 million
Australians

22%
22% of total Aged care
sector revenues comes
from consumer
expenditure (2016-17)

Sources: ACFA, ABS, and IBIS World.
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AU$22b
Australian aged care
sector generated over
AU$22b (2016-17)

AU$24.8b
The pool of lumpsum
accommodation deposits
held by providers in 2017
was AU$24.8b

1%

AU$18.6b

Aged care sector
revenues represent 1% of
the country’s GDP

Expected government
expenditure on aged care
is AU$18.6b (2017-18)

434K

funding

AU$ 25.1b

Govt. funding (2016-17):
Home support – AU$2.4b
Home care – AU$1.6b
Res. care – AU$11.9b
Other care – AU$1.3b

Industry revenues are
expected to grow by 4.4%
annually, to AU$25.1b in
2023-24

There are 366,000 paid
workers in the sector with a
further 68.000 volunteers

AU$22.2b
Government expenditure
on aged care is expected
to reach AU$ 22.2b in
2020-21

Transaction Activity
The Haven

McMillan

Rosebud (Stockland)

Stockland
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Australia’s aged care market continues strong growth
The aged care market in 2017:

Industry Revenues: AU$ 21.5b

Revenues

Home care

Home support

AU$ 1.8b

AU$ 2.4b

Residential
care

Establishments

AU$ 17.4b

Employment

Number of businesses: 2022
All segments, 6.4%
Home care &
support, 8.5%

Residential & Home
support, 2.2%
Residential care
only, 33.3%

Residential & Home
care, 4.9%
Home care only,
4.5%

Source: Focus on Aged Care (2018), Bankwest.
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Total aged care customers:

Home support only,
40.2%

Home support

925,432

Home care

88,875

Residential care

234,931

2.3%

3.3%

2.1%

Ageing population drives demand for services
Women are expected to live longer…

The number of Australians over 65 is growing…

Population over 65
Percentage of
total population

2017

2057

2097

3.8m
15%

8.8m
22%

12.8m
25%

65+ 20 years

Proportion of older seniors is increasing…
In 2017:
►

57% of older people (2.2 million)

By 2047:
►

were 65 to 74

Indigenous populations are younger….
Under 25 years of age:

be 65 to 74

30% (1.2 million) were 75 to 84

►

35% (2.6 million) will be 75 to 84

►

13% (497,000) were 85 or over

►

20% (1.5 million) will be 85 or over

Page 5

65+ 22 years

45% of older people (3.4 million) will

►

Source: Australian Bureau of Statistics (ABS) 2017.

In 2014–16, life expectancy was:

57% of the

34% of the general

indigenous population

population

Aged care market in Australia is highly fragmented
Residential aged care market composition,
2017

Private Residential aged care market share of
providers, 2017
9.3%

5%

8.4%

Bupa
Regis

8.3%

Non-profit

39%

Private

56%

Government

Opal
Estia

56.0%

7.7%

Japara
Allity

5.3%

Others

4.9%

►
►
►
►

The not-for-profit sector is the largest provider, accounting for 56% of supply.
The private sector is the second largest provider, making up 39% of total places, whilst governmentfunded places make up the remainder.
According to Estia Health, 60% of providers only operate a single home.
Each of the six largest corporate providers have a market share of less than 10% of the total private
market.

Source: The Valuation Outlook For The Aged Care Industry(2018), CFSG.
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Where are aged care services based?
➢ Residential care services are
concentrated in more densely populated
urban areas, with around 3 in 5 (62%)
of facilities located in Major cities.
➢ Transition care services tend to be
located near hospitals, so they too are
based mainly in cities (53%).
➢ Other flexible care services that target
particular communities are often located
in rural areas—for example, only 1 in 9
(11%) National Aboriginal and Torres
Strait Islander Flexible Aged Care
Program services are located in cities.

Source: The Valuation Outlook For The Aged Care Industry(2018), CFSG.
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Financial health of the industry: deteriorating profitability
and accelerating consolidation
The number of operators in the sector has
declined by 152 between FY14-17. Over this
period the number of NFP, FP & Gov’t
operators declined by CAGRs of -2%, -7% & 4%, respectively (with the number of FP
operators declining -10% in FY17 alone)
Despite this trend of operators exiting the
industry (most likely due to deteriorating
returns/profitability), the total number of
operating places has continued to grow, with
FPs (+4% CAGR FY14-17) outpacing NFPs
(+1%) and Gov't operators (-3%). This speaks
to the ongoing consolidation process occurring
throughout the sector as development and
acquisition activity is focussed on by the
largest FP & NFP players
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Financial health of the industry
Sector occupancy has remained
relatively stable at 92-93%, with
NFP facilities outperforming FP
& Gov't facilities
Sector revenue has increased
at a CAGR of ~6% over FY14
17 with NFPs contributing 55%
vs FPS at 40% in FY17. The FP
sector has seen the highest
level of growth over the period
at a CAGR of ~8%; and
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Financial performance of major players
The Australian aged care market has 6 leading players – Bupa, Allity, Opal, Japara, Estia, and Regis. Of
these, Japara, Estia and Regis are public listed companies.

Bupa
►

Australia’s largest for-profit aged care provider Bupa made
over AU$ 663m in 2017. Over 70% (AU$ 468m) of this was
from government funding.

Opal
►

Opal, the second largest for-profit company had a total
income of AU$ 527.2m in 2015-16 (76% government
funding).

Allity
►

Allity had total income of $315.6 million, 67% of which came
from government funding

Japara
►

Japara had a total revenue of AU$ 275.5m in 2018, 72%
(AU$ 198.7m) of which came from government funding

Estia
►

In FY2018, Estia had a total revenue of AU$ 266.8m, 74%
(AU$197.3m) of which came from government funding

►

Regis
►

In 2018, Regis had total revenues of AU$ 280.5m, 71% (AU$
198.2m) of which came from government funding.

Source: Tax avoidance by for-profit aged care companies (2018),ANMF; and Shifting Sands (2018), Colliers International
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Royal Commission brings market caps tumbling down

Net result: reduction in market
cap of ~$400m in an industry that needs
to attract up to A$54b in capital
over the next decade in order to meet the
demands of an ageing Australian
population
Sources: Reuters, Department of Health, Government of Australia.
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►

In September 2018, the government decided to establish a Royal
Commission into the residential aged care sector.

►

There was widespread complaints of elder abuse and mistreatment

►

A report commissioned by the Australian Nursing and Midwifery
Federation (ANMF) stated that the big six companies were
underreporting their profits to pay lesser taxes.

►

The report called for aged care’s corporate giants to be forced to
become more transparent.

►

Following the announcement of the Royal Commission, the market
reacted harshly to the news, slashing some AU$ 500m, or
approximately 20%, from the value of the three ASX-listed aged care
providers – Regis Aged Care, Japara and Estia Health.

►

If the Royal Commission imposes heightened regulatory and
compliance burdens on operators, it will potentially have a very
serious impact on operator profitability.

►

The Royal Commission's interim report will be provided by 31
October 2019, and its final report no later than 30 April 2020.

Sector outlook: Disruption and expansion

M&A’s

Digital Technology
►

►

eHealth will alter the aged
care landscape, creating
opportunities for digitally
advanced operators to
leverage the broader health
and wellness ecosystem.
Western Australian aged
care provider Brightwater
was the first in Australia to
introduce robotic technology
into its aged care dementia
facilities in 2015.

Source: Aged care insights (2017), EY.
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►

Increasing govt. scrutiny and
regulations contribute to an
environment ripe for
consolidation.

►

Operating Company-Property
Company deals will become
more prevalent as
investors seek to dissect
portfolios and leverage
revenue streams from beds.

►

Asia Market Expansion
Digital home care models are
likely to be developed in Asia, but
Australian aged care operators
will have opportunities to
leverage their experience and IP
to move into niche areas in the
Asian market
With it’s own ageing crisis, China
will yield massive opportunities
for outbound aged care
investment.

Sector outlook: a cumulative investment of ~$54b over the next
decade and 88,000+ new operating places

Source: Aged care insights (2017), EY.

Page 13

Residential Aged Care Market Trends
►

Royal Commission forcing consolidation.

►

Average length of stay and occupancy under pressure.

►

“Berrington” receivership and “Bond” liability issue.

►

Number of buyers reduced, however still good values.

►

Not-for-profit board members becoming “risk averse”.

►

“Technology” and “Processes” increasing consolidation.

►

Private Equity out of market until Royal Commission known.
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Retirement Village Market Trends
►

Groups focussing on Greenfield sites.

►

New entrants into the market such as “Qualitas” etc.

►

High yielding sectors i.e. 12-14%.

►

Emergence of collocated facilities i.e. Ryman, Greengate.

►

Buyback key issue affecting market.

►

Changes in DMF structure becoming issue.

►

Value still reasonable and demand remains strong.

►

Next 12 to 18 months IPO of Retirement likely.
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