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At a glance
Deal activity in the R&C 
sector declined from recent 
highs in Q2; however, the 
overall trend remains positive 
to the prior year. Consumer 
sentiment is improving, 
refl ecting slight progress 
in household fi nancial 
considerations, contributing 
to positive underlying 
business performance.

R&C companies continue to 
divest or spin off non-core 
operations and low growth 
businesses as they focus on 
core operations or more 
profi table segments to drive 
overall business growth. 

Outbound cross border 
activity has been a signifi cant 
factor this year as US 
companies continue to seek 
an increased footprint or 
access to higher growth 
markets.
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Welcome to PwC’s US retail and consumer M&A insights for 
the third quarter 2012.  Mergers and acquisitions (M&A) across 
the US slowed during the third quarter compared to the second 
quarter indicating a potential slow down in deal activity for the 
second half of 2012.  Deal activity in the retail and consumer 
sector declined from their recent highs in the second quarter; 
however, the overall trend remains positive relative to prior year.  
Corporations spinning off businesses, private equity investment 
in retail, increased cross border activity and expansion into 
e-commerce continue to drive activity in the sector, and with 
improving consumer sentiment, we expect retail and consumer 
companies to continue to use acquisitions as a vehicle for growth 
and adopting to consumer trends.

Quarter in review

• Year to date activity for announced deals >$50M is up 22% 
for volume and 119% for value versus prior year.  Q3-2012 
volume and value are up 60% and 160%, respectively, versus 
prior year; however, volume is down 18% and value down 
51% versus the prior quarter.

• In Q2-12, there were several large transactions which drove 
growth in deal values, led by Nestle’s acquisition of Pfi zer 
Nutrition ($11.9B) and Walgreen’s acquisition of 45% of 
Alliance/Boots ($6.6B).  Q3-12 saw only one transaction 
greater than $2B in value, being Richard Shulze’s proposed 
acquisition of Best Buy ($7.1B).

• Total R&C deal volume (including deals with values <$50M 
and undisclosed) is down 1% from Q2-12 and down 10% 
versus prior year, refl ecting a bifurcated market where the 
activity is being increasingly driven by larger deals.

• Private equity buyers sustained a high level activity in the 
retail sector, continuing to comprise nearly 30% of retail 
deal volume in the quarter, led by the proposed Best Buy 
transaction.

Key trends and insights

Consumer confi dence improved during the quarter, with the 
Thomson Reuters/University of Michigan Consumer Sentiment 
Index reaching 78.3 at September 2012, which was up 7.0% 
from 73.2 at June 2012.  The 3 month moving average was 75.0 
for the quarter ended September 2012, which is also trending 

upward after dipping to 73.3 during August 2012.1  The three 
month average retail sales rose 1% in September which marked 
the second consecutive monthly increase indicating that 
improved consumer confi dence is translating into retail sales.2  
The improvements in consumer confi dence and retail sales 
were primarily the result of a slight improvement of household 
fi nancial conditions from rising home sales, higher stock prices 
and a decline in the unemployment rate.  Sales of the iPhone 5 
and higher gas prices contributed to the increase in September 
with the Electronics and appliance store retail sales up 4.5% and 
gasoline sales up 2.5% from August 2012.  Despite the recent 
macroeconomic improvements, we expect U.S. consumers to 
remain cautiously optimistic given the uncertainty of the fi scal 
cliff, the presidential election and global economies, particularly 
Europe and China.  

Deal activity in the consumer space continues to be partially 
driven by large CPG companies selling non-core operations/
brands (e.g., Dole’s packaged foods business, Dean Foods, and 
Kraft).  We expect the trend to continue over the next twelve 
months as CPG companies look to sell underperforming assets 
and reinvest in higher margin/growth products and markets.

The rise of the digitally empowered consumer is driving retail 
business models to transition from traditional stores to a 
marketplace that is increasingly omnichannel.  Retailers are 
increasingly looking at acquisition opportunities to more quickly 
transform their businesses by expanding their e-commerce 
capabilities and gaining access to alternative business models.

1 Thomson Reuters/University of Michigan Surveys of Consumers 
2 U.S. Department of Commerce

Consumer foods, private equity investment in retail 
and cross border activity are driving positive deal 
trends compared to prior year
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The restaurant industry remains a key subsector for private 
equity investment, most recently illustrated by the Q2-12 
acquisitions of Burger King ($1.4B) and PF Chang’s ($1.1B).  
Although Q3-12 did not see the same level of restaurant deals, 
we expect private equity will continue to be active in the sub-
sector as they see opportunities to improve operating effi ciencies 
during the economic downturn and position for growth.

Overall, cross border activity has remained consistent with prior 
year levels, representing 30% of deal volume and 48% of deal 
value for YTD September 2012.  Outbound deal activity has 
been more prevalent, particularly U.S.’ investment into Europe.  
Signifi cant acquisitions in 2012 included: 

• Walgreens acquisition of Alliance Boots ($6.6B), a Swiss 
based health and beauty retailer and pharmaceutical 
wholesaler, 

•  Molson Coors Brewing acquisition of Starbev Management 
Services ($3.5B), a Prague based producer and wholesaler of 
beer), and 

•  Proctor & Gamble’s acquisition of the remaining 50% 
interest in Arbora y Ausonia SL ($1.0B), a Barcelona based 
manufacturer and wholesaler of sanitary napkins.  

Asia and South America were the other leading areas for U.S. 
investment abroad this year.  In Asia, investment activity was 
lead by Bain Capital’s acquisition of a 50% interest in Jupiter 
Shop Channel Co. Ltd, a Chuo, Tokyo-based provider of TV 
shopping services, and a wholly-owned unit of Sumitomo Corp 
($1.1B), and investment in South America was lead by General 
Mills Inc’s acquisition of Yoki Alimentos SA, a Sao Bernardo do 
Campo-based manufacturer and wholesaler of food products, 
for an estimated $961.5 million. 

Inbound activity in 2012 has been lead by Nestle’s agreement 
to acquire Pfi zer Nutrition, a manufacturer and wholesaler of 
children’s nutrition products, for $11.9 billion and Itochu Corp 
of Japan’s acquisition of the packaged foods business (business) 
of Dole Food for $1.7 billion.

Key announced transactions

Q3 2012 has continued an overall trend of deals greater than 
$1 billion, although off from the recent high in Q2-2012.  Key 
announced transactions during the quarter include:

• Itochu / Dole:  Itochu Corporation of Japan, through a 
newly-formed wholly- owned subsidiary, agreed to acquire 
the packaged foods business of Dole Food Co Inc, a Westlake 
Village-based owner and operator of fruit and vegetable 
farms, for $1.7 billion in cash. 

• Tempur-Pedic / Sealy:  Tempur-Pedic International Inc. 
agreed to acquire Sealy Corp, a Trinity-based manufacturer 
and wholesaler of mattresses, for a total value of $1.5 billion.

• Campbell Soup Co (Campbell) / Wm Bolthouse 
Farms Inc (Bolthouse Farms):  Campbell agreed to 
acquire Bolthouse Farms, a Bakersfi eld-based owner and 
operator of carrot farms, from Madison Dearborn Partners 
LLC $1.6 billion.

• Shulze / Best Buy:  Richard Schulze (Schulze) , planned to 
launch an unsolicited tender offer to acquire the remaining 
79.857% interest, which it did not already own, in Best Buy 
Co (Best Buy), a Richfi eld-based owner and operator of retail 
stores, for a total value of $7.1 billion. 

• CDR / David’s Bridal:  Clayton, Dubilier & Rice LLC (CDR) 
agreed to acquire an undisclosed majority interest in David’s 
Bridal Inc (David’s), a Conshohocken- based owner and 
operator of women’s clothing stores, from Leonard Green & 
Partners LP (Leonard), for $1.1 billion cash, in a secondary 
buyout transaction.

• Investor Group / Peets Coffee:  An investor group, 
including Johann A Benckiser SE of Austria, a unit of Donata 
Holdings SE’s Parentes Holding SE subsidiary, and BDT 
Capital Partners LLC of the US, agreed to acquire the entire 
share capital of Peet’s Coffee & Tea Inc, a Berkeley-based 
producer and wholesaler of whole bean coffee and tea, for a 
total value of $1.0 billion.

Other major activity included Lowe’s withdrawal of its plans to 
launch a hostile tender offer to acquire the entire share capital 
of RONA Inc, a Boucherville-based wholesaler and retailer of 
hardware products, for a total value of CAD $1.7 billion (USD 
$1.8 billion).
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Corporate spin-offs and divestitures

The R&C sector has also seen continued activity in corporate 
restructuring and spin-offs, as companies reassess their 
portfolios and positioning in an increasingly competitive 
environment.  Recent corporate spin-offs have generally focused 
on realigning businesses to distribution channels or high versus 
low growth product segments.  

Key activity includes:  

• Kraft’s split of its North American grocery business and its 
International businesses (Mondelez International Inc.), 
effective October 1, 2012.

• Sara Lee’s split of its North American food business (Hillshire 
Brands) and its international coffee business, D.E. Master 
Blenders 1753 B.V., effective July 9, 2012.

• Dean Foods announced intentions to split its WhiteWave 
Foods Co. unit.

As these companies begin to trade separately, we expect to 
see increased M&A activity to drive growth in the re-focussed 
business segments.  

Overall, we expect consumer branded companies to continue to 
evaluate their portfolios and divest or spin-off product.

Conclusion

While activity in Q3 has moderated a bit from Q2, we 
continue to see overall positive trends and outlook for the 
sector, particularly in retail for private equity investors and 
international and e-commerce related acquisitions for R&C 
corporate buyers.  In the near term, we expect the broader 
economic challenges and disciplined private equity investor base 
to dampen the availability of high quality businesses available 
for investment.

 

R&C deals by volume/value
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2011 Q3 2012 Q2 2012 Q3 
In USD million, except 
number of deals 

Number 
of deals 

Total deal 
value 

Number 
of deals 

Total deal 
value 

Number 
of deals 

Total deal 
value 

$50 to $100M  6  360  9  746  13  825 

$100M to $250M  7  1,325  9  1,198  5  666 

$250M to $500M  2  573  6  1,957  4  1,363 

$500M to $1B  2  1,063  5  3,776  4  3,020 

> $1B  3  4,296  10  32,348  6  13,936 

Subtotal >$50M 20  7,616  39  40,025  32  19,809 

<$50M 57  577  58  900  52  713 

Total* 77  8,193  97  40,925  84  20,523 

Source: PwC analysis of Thomson Reuters data
* Total represents only transactions with disclosed values.

$0

$60

$120

$180

$240

$300

2012-Q32012-Q22012-Q12011-Q42011-Q32011-Q22011-Q12010-Q4

R&C deal volume and value trending

$0

$10,000

$20,000

$30,000

$40,000

$50,000

Value
Non-disclosed
Disclosed

86

213

62

207

85

211

77

214

92

203

62

202

97

168

84

179

Source: PwC analysis of Thomson Reuters data



6                     PwC US retail & consumer M&A insights

About PwC Deals business

PwC’s Deals practitioners help corporate and private equity 
executives navigate transactions to maximize value and returns. 
In today’s increasingly daunting economic and regulatory 
environment, experienced M&A specialists assist clients on 
a range of transactions from smaller and mid-sized deals to 
the most complex transactions, including domestic and cross-
border acquisitions, divestitures and spin-offs, capital events 
such as IPOs and debt offerings, and bankruptcies and other 
business reorganizations. First we help clients with strategic 
planning around their growth and investment agendas and 
then advise on the business-wide risks and value drivers in their 
transactions for more empowered negotiations, decision making 
and execution. Clients can then expedite their deals, minimize 
their risks, capture and deliver value to their stakeholders, and 
quickly return to business as usual. 

Our local and global deal strength is derived from over 1,400 
deal professionals in 21 cities in the US and over 9,800 deal 
professionals across a global network of fi rms in 75 countries. In 
addition, our network fi rm PwC Corporate Finance can provide 
investment banking services within the US.

Companies who do not follow a disciplined approach to 
integration usually aren’t as successful with their deals as 
those who do. A disciplined approach to integration helps 
achieve early wins, build momentum, and instill confi dence 
among stakeholders. An integration roadmap can be helpful in 
pinpointing and executing a clear integration strategy before 
a deal is fi nal. Adherence to some fundamental tenets of deal 
integration can guide companies along the path to a successful 
integration and allow managers to focus their efforts on sound 
strategy execution. Although every integration effort is unique, 
a company’s integration process should not be. 

Data and Methodology

The information presented in this report is an analysis of deals 
in the retail and consumer industry where the target company 
or the acquiring company was located in the Unites States 
of America. Deal information was sourced from Thomson 
Reuters and includes deals for which buyers or targets have 
target mid industry code that fall into one of the following 
mid industry groups: Apparel Retailing, Automotive Retailing, 
Computers & Electronics Retailing, Discount and Department 
Store Retailing, Food and Beverage Retailing, Food and 
Beverage, Home Furnishings, Home Improvement Retailing, 
Household & Personal Products, Internet and Catalog Retailing, 
Other Consumer Products, Other Consumer Products, Other 
Consumer Staples, Other Retailing, Textiles & Apparel, 
and Tobacco. Certain adjustments have been made to the 
information to exclude transactions which are not specifi c to the 
R&C sector.

This analysis includes all individual mergers and acquisitions 
for disclosed or undisclosed values, leveraged buyouts, 
privatizations, minority stake purchases, and acquisitions of 
remaining interest announced between October 1, 2010 and 
September 30, 2012, with a deal status of completed, intended, 
partially completed, pending, pending regulatory, unconditional 
(i.e. initial conditions set forth by the buyer have been met 
but deal has not been withdrawn and excludes all rumors and 
seeking buyers). Additionally, all spin transactions have been 
removed from the numerical and graphical presentations herein.
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Spotlight article
Finance M&A function and its increasing
importance in the deal process

Deal screening Due diligence

Making the go/no-go 
decision

Negotiating with
the counterparty

Structuring deal terms Valuation (NPV, IRR, CF)

Early-stage deal activity of finance-focused deal 
professionals

Significantly involved or leads   Somewhat involved or not at all

Later-stage deal activity of finance-focused
deal professionals 

Establish high-level 
strategy/business plan

Purchase accounting

Post-deal integration Integration cost management

Synergy tracking Combined-company 
financial planning

Significantly involved or leads   Somewhat involved or not at all

Retail & Consumer companies are known for embracing 
mergers and acquisitions as an essential component of their 
growth strategy. The companies most likely to succeed on this 
path will be well prepared for integration with experienced, 
dedicated teams and an integration approach that 
complements the type of acquisition. Finance M&A professionals 
from a number of acquisitive companies gathered together for 
a PwC M&A roundtable to discuss their evolving roles and 
challenges. 

A clear commonality emerged: fi nance M&A professionals 
are critically important to doing deals—and doing them well.

What role does fi nance M&A play in a deal? 

Finance professionals play an important part in a wide range of 
deal-related activity and fi nance M&A tends to be involved in 
most aspects of the M&A process. The role they play varies from 
company to company, but historically it focuses on due diligence 
in the early stages of a deal and broadens to a range of tactical 
activities post-close. 

Not surprisingly, our survey showed that fi nance M&A’s role 
expands signifi cantly during later stages of deals and focuses 
largely on the tactical aspects of the transaction. Finance M&A 
teams help drive purchase accounting, integration activities, 
integration cost management, synergy tracking, and combined 
fi nancial reporting for the deal. And it also serves as liaison 
between the business unit and the controller to help ensure 
a clear understanding of expectations.

When it comes to the accounting aspects of a transaction, 
fi nance M&A typically is structured to manage the majority 
of the accounting integration-related activities. While some 
subteams within fi nance retain more specialized expertise in 
specifi c areas, the fi nance M&A team is critical for organizing 
assumptions and coordinating activities across the disciplines. 
For instance, several participants said that although their 
technical accounting teams own the overall purchase price 
allocation, fi nance M&A coordinates with tax and shared 
services to drive push-down accounting into the subledgers.

Abridged and adapted from The Eyes of the CFO: the fi nance M&A function, PwC, July 2011
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Finance M&A’s degree of involvement with synergy tracking 
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How does finance define M&A success in your organization?
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Measuring the success of M&A

Most of the fi nance M&A participants said they are involved 
in measuring deal success. We found that for fi nance M&A, 
tactical execution overrides other measures of success. The 
most common measure is how quickly the acquired business can 
be integrated into the business unit. The next-most-common 
measures involve integrating IT systems and 
legal entity structures. 

Roundtable participants agreed that it is important to consider 
all of a deal’s benefi t over the lifecycle of an acquisition and 
not just the initial KPIs that were established when the deal 
was negotiated and closed. To track metrics and analytics on 
an acquisition-by-acquisition basis, some companies design 
scorecards to defi ne and measure deal success. For many 
participants, the fi nance M&A team drives the scorecard process.

Approach to integration and the 
timing of execution

After closing an acquisition, a company has to make multiple 
decisions about integration. The roundtable participants shared 
viewpoints ranging from “Get it into the business as quickly as 
possible, otherwise you won’t see anything left” to “They [the 
acquired business] have a real spirit; let’s help them keep that 
intact so we’re all better able to react quickly [to the market] 
and grow”, demonstrating the range of integration efforts 
from full integration to limited integration.

Conclusion

Finance plays a critical role in the M&A transactions of 
leading retail & consumer companies. Finance often co-leads 
the diligence process with corporate development. Post-
announcement, Finance most often delivers the greatest value 
when participating in the tactical execution of post-acquisition 
activities within and outside fi nance. Just as integration can 
take many forms — from the limited integration of mission-
critical activities to full absorption into a corporate or business 
unit entity — so, too, M&A success can look very different in 
different circumstances. But one thing is for certain: Finance 
has a major role to play, both in achieving that success and 
in measuring it.
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