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Folkestone is the leading provider of early
learning accommodation in Australia and
New Zealand with 402 long day care
centres – owned by the ASX listed
Folkestone Education Trust (FET).
Folkestone has 27 operators currently
operating its centres. Goodstart Early
Learning, the not for profit operator
formed by four Australian charitable
groups in 2009 to take over most of the
Australian centres previously run by ABC
Learning Centres, operates more than
650 centres nationally, 240 of which are
owned by FET.

DEMAND DRIVERS
Demographic and socio-economic
changes continue to drive the demand for
early learning accommodation.
Early learning is now seen as both a
mechanism to support labour force
participation (particularly driven by the
increase in female participation in the
workforce) and an important form of early
learning and education.
The number of females working has
increased substantially since the 1970’s.
The proportion of women working has
increased from 43% in the late 70’s to just
under 60% (Figure 1). The Grattan
Institute has estimated that if six per cent
more women entered the paid workforce,
the size of the Australian economy would
increase by about $25 billion per year.1

immigration levels and longer life
expectancy, Australia’s overall population
should continue to increase. The number
of children aged 0-5 years has increased
from around 1.25 million in the mid 70’s to
more than 1.53 million in 2014 – an 18%
increase over 30 years (Figure 2). In the
next 10 years, the ABS forecast that the
number of 0 – 5 year olds is projected to
increase to just under 2.1 million
children2. An additional 0.5 million 0 - 5
year olds will have a significant impact on
demand for early learning places.
There is a growing body of research that
shows quality education and care early in
life leads to better health, education and
employment outcomes later in life. As a
result, more children are being enrolled
in, and spending more time at, early
learning centres placing increased
demand on early learning services.

THE EARLY LEARING SECTOR
In response to these demographic and
socio-economic trends together with shifts
in public policy including national quality
frameworks and standards and increased
government funding, the early learning
sector in Australia has grown from a
small, fragmented ‘cottage industry’,
characterised by separate mostly
community-driven child care to a diverse
industry comprising predominantly forprofit but also not-for-profit services.
1

Despite an aging population, given
reasonable levels of fertility rates, rising
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The National Quality Framework (NQF),
an agreement between all Australian
governments to work together to provide
better educational and developmental
outcomes for children using education
and care services, has implemented a
series of quality standards including one
devoted to the physical environment of
centres.
In addition, the design and layout of early
learning centres and the care
environment are also improving in
response to significant enhancements in
the delivery of early learning education
programs and practices.
Since 2004, the number of children using
long day care child care has increased by
45% from 441,240 to 641,7403 (Figure 3).
As at March 2014, there were
approximately 6,450 long day care
centres in Australia, an increase of 1,893
centres or 42 per cent since 2004 3
(Figure 4).

Figure 1: Female Workforce Participation Rate: 1990 - 2014
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Figure 2: No of Children Aged 0-4 Years: 1971 - 2014
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Despite the large increase in the number
of centres, there continues to be unmet
demand, as evidenced by lengthy waiting
lists, in many areas across Australia.
According to the Department of Education
finding child care can be particularly
difficult in some areas, such as inner-city
suburbs and mining towns, where the
cost of entry and operation for service
providers outweighs the communities’ and
parents’ capacity to pay, even after
subsidies and other assistance from
government4. In inner-cities, land costs
and availability are significant constraints
on the supply of centres. This is
particularly the case in areas where land
has a higher value as medium or high
density housing or office space rather
than for educational uses such as child
care.
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In regional areas where rents are typically
lower and land more readily available, the
main constraint on supply is the
availability of educators. 4
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GOVERNMENT SUPPORT OF THE
SECTOR

Figure 3: No of Children Using Long-Day Care Centres in Australia: 2004 - 2014

Access to affordable early learning is a
critical issue for most Australian families.
Without financial assistance, many
families would find the cost of child care
to be prohibitive.

The strongest growth in expenditure is for
the Child Care Rebate (CCR) and Child
Care Benefit (CCB), which are aimed at
supporting parents with the cost of child
care and also encouraging higher
workforce participation.
The CCR covers families for 50% of their
out of pocket approved child care
expenses after the CCB has been
received, up to a maximum limited per
child of $7,500 per year. The CCR is
available regardless of family income and
is focused on supporting workforce
participation, with the rate set relative to
out of pocket costs. The CCB is targeted
towards lower income earners, through
means testing, and has a range of rates
depending on family income, the number
of children in care and the type of care
used. Both subsidies are ‘demand-driven’,
which means they respond to demand
from families for approved child care.
In the 2014-2015 Budget, $3.14 billion is
forecast to be spent on the CCB,
increasing to $3.72 billion by 2017-20186.
The Government has also forecast to
spend $3.16 billion on the CCR in 20142015, and increasing to $4.32 billion by
2017-2018.
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Figure 4: No of Long-Day Child Care Centres in Australia
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Australian, State and Territory
government expenditure on early learning
has increased substantially in recent
years – increasing 80% or $3 billion in
real terms between 2007-08 and 2012135. In 2014-15, government expenditure
is expected to be more than $8 billion.
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The Government has also forecast in the
2014-2015 Budget that the number of
children using approved child care places
(including long day care, family day care
and other forms of care) is set to increase
from 1.43 million in 2013-2014 to more
than 1.72 million by 2017-2018, which as
noted earlier will have a significant impact
on the demand for child care places.
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WHY FOLKESTONE CONTINUES
TO INVEST IN EARLY LEARNING
CENTRES?
Early learning centres are an attractive
real estate investment given:


the high yield’s – Folkestone’s
centres typically yield between 7.5%
and 8.5%;



the lease structure - a combination of
a long duration initial lease term of
circa 15 years (the current Folkestone
portfolio average is 8.4 years),
inflation protection given rental
increases are typically linked to CPI
changes and a triple-net structure
which means that all capital
expenditure and refurbishments
related to the centre are paid by the
tenant;

ABOUT FOLKESTONE


the quality of early learning centres is
improving – newer centres are high
quality purpose built centres rather
than the ‘converted residential
premises’;



tenants are inherently linked to their
premises due to the specialised
nature of the centres;



the on-going demand for early
learning and child care places;



government support of the sector;
and



significant long term alternate use
prospects, particularly for medium
density housing.

Folkestone (ASX:FLK) is an ASX listed
real estate funds manager and
developer providing real estate wealth
solutions. Folkestone’s funds
management platform, with more than
$870 million under management, offers
listed and unlisted real estate funds to
private clients and select institutional
investors, while its on balance sheet
activities focus on value-add and
opportunistic (development) real estate
investments.
Folkestone manages the ASX listed
Folkestone Education Trust (ASX:FET)
which is the leading provider of early
learning accommodation in Australia
and New Zealand with 402 centres.
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Disclaimer
This paper has been published for information purposes only. The information contained in this paper is of a general nature only and does not constitute financial product
advice. This presentation has been prepared without taking account of any person's objectives, financial situation or needs. Because of that, each person should,
before acting on this presentation, consider its appropriateness, having regard to their own objectives, financial situation and needs. You should consult a professional
investment adviser before making any decision regarding a financial product.
In preparing this presentation the author has relied upon and assumed, without independent verification, the accuracy and completeness of all information available from
public sources or which has otherwise been reviewed in preparation of the paper. The information contained in this paper is current as at the date of this paper and is
subject to change without notice. Past performance is not an indicator of future performance.
Neither Folkestone Limited, nor any of their associates, related entities or directors, give any warranty as to the accuracy, reliability or completeness of the information
contained in this paper. Except insofar as liability under any statute cannot be excluded, Folkestone Limited and its associates, related entities, directors, employees and
consultants do not accept any liability for any loss or damage (whether direct, indirect, consequential or otherwise) arising from the use of this paper.

Folkestone Limited
ABN 21 004 715 226

Sydney Office
Level 10, 60 Carrington Street
Sydney NSW 2000

Melbourne Office
Level 12, 15 William Street
Melbourne Vic 3000

e: office@folkestone.com.au
www.folkestone.com.au

t: +61 2 8667 2800
f: +61 2 8667 2880

t: +61 3 8601 2092
f: +61 3 9200 2282

