
Strategy Notes July 2017 – The growth and growth of Australian Fintech

We have written fairly extensively in recent times around the widespread growth in disruptive 
industries and the increasingly fluid nature of the corporate landscape at present. While owner-
managers of disruptive start-up businesses have perhaps never felt gifted with so many 
opportunities, the leadership teams of traditional incumbent businesses have never faced a more 
uncertain period in which to allocate capital. 

To understand how pervasive the theme of change has become in corporate leadership today, a 
statistic from the recent Harvey Nash / KPMG Global CIO Survey conducted at the beginning of 
2017 certainly provided a sobering view: of the nearly 4,500 Chief Information Officers (represented 
across 86 countries), some 25% have now moved to actively reduce the level of long term planning 
in their business (i.e. over three years) in response to the growing level of uncertainty in the global 
outlook. 

It is quite extraordinary to consider an environment where capital allocators now feel increasingly 
reticent to invest in growth and innovation projects with a time horizon any longer than 36 months. 
With the corporate and technological landscape changing so rapidly at present, corporations are 
essentially now fearing that any initiatives implemented beyond a 3-year time period will soon be 
made redundant and ultimately serve as a waste of shareholder funds. In a strange corporate 
paradox, large businesses are now refusing to invest in long term innovation in fear of ultimately 
being superseded by competitive threats that have been generated as a result of businesses investing 
in long term innovation! 

It would be of no surprise that the bulk of concerns come primarily from the larger cap, slower-
moving incumbent business models that for so long have enjoyed such significant competitive 
advantages. A recent study into corporate longevity by consulting business Innosight highlights the 
average tenure of companies in the S&P 500 in 1965 was 33 years – this is forecast to fall to just 14 
years by 2026. As the impact of innovation and new business models continues to impact the 
turnover rate of companies with the S&P 500, at current churn rates it is expected that almost 
half of the S&P 500 will be replaced over the next 10 years.  

Source: Innosight 

The Australian equity market is dominated by a similar selection of large incumbent business 
models that now face their own existential threats. We have written previously about...
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