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R&C Q2-2015 Deals: At a glance 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: PwC analysis of Thomson Reuters data Q1-2012–Q2-2015, 
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The retail and consumer sector experienced a decline in 
both deal volume and deal value, driven by fewer mega 
deals than in previous quarters 

Welcome to PwC’s US retail and consumer (R&C) deals 
insights for the second quarter of 2015. Deal volume and 
deal value in the sector decreased during the quarter 
compared to Q1-2015. However, the decrease is misleading 
because Q1-2015 had the largest mega deal seen in the 
sector for several years, the Heinz / Kraft merger for $53.1 
billion. The largest transaction of Q2-2015 was the pending 
CVS Health / Omnicare acquisition for $12.7 billion. 

For the first half of 2015, consumer sentiment ended on a 
positive note as consumers continue to voice the largest 
and most sustained increase in economic optimism since 
2004. However, the economy had mixed results due to 
temporary and technical factors (e.g. harsh weather, a 
disappointing March job report, investment impact of 
lower oil prices, and the port strike). Core retail sales 
continue to see weak growth. Although retailers that cater 
to consumers in the lower and middle-income categories 
may benefit disproportionately from the decline in fuel 
prices due to the fact that their customers spend a higher 
portion of their discretionary income on gasoline, organic 
growth may remain a challenge for many businesses. While 
the impact will vary across different retail demographics 
and channels, we anticipate that companies will continue to 
engage in deals to drive growth and reposition their 
businesses. 

We continue to see the impact of megatrends in current 
market conditions, such as accelerated urbanization, 
demographic shifts, climate change and resource scarcity, 
shifts in economic power and technological breakthroughs. 
R&C companies will need to understand the implications of 
these megatrends on their business, and the potential for 
using M&A to more quickly capitalize on market 
opportunities.  Additionally, companies need to 
increasingly think about capabilities (e.g. digital, omni-
channel) as part of the M&A process – all the way from 
portfolio strategy to target screening to due diligence to 
post-merger integration, etc. – as we have seen that 
capabilities-driven transactions generate greater 
shareholder value than other types of transactions. 

$12.7B 
The CVS Health / Omnicare acquisition accounted for 
47% of the total deal value announced in Q2-2015 

24% 
Decrease in deal volume 
versus Q1-2015  

Decrease in deal volume 
versus Q2-2014 

42% 

4 Number of Q2-2015 transactions 
exceeding $1.0 billion (compared to seven 
in Q1-2015 and eight in Q2-2014) 

26% 

24% 

25% Q2-2014 

Q1-2015 

Q2-2015 

PE volume as  
a % of total 
deal volume 

R&C’s IPO activity 
rebounded during Q2-2015, 
with eight IPOs raising $1.7 
billion and continuing the 
trend seen in 2014 with 
R&C being the sector with 
the highest returns in the 
overall IPO markets 

66% 
Decrease in deal value 
versus Q1-2015  

Decrease in deal value 
versus Q2-2014 

28% 

IPO volume 
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Core retail sales 

 

 

 

 

 

 

 

 

 

 

Source: US Census Bureau. Advance Monthly Retail Trade Report. Retrieved from http://www.census.gov/retail/ 
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Source: University of Michigan. Surveys of Consumers. Retrieved from 

http://press.sca.isr.umich.edu/ 
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Consumers continue to remain optimistic about economic 
growth, retail sales continue to grow, and we expect the 
economy to be stronger for the remainder of 2015 

Consumer indicators 

For the first half of 2015, consumer sentiment ended at 
96.1 as consumers continue to voice the largest and most 
sustained increase in economic optimism since 2004.  The 
Q2-2015 three-month moving average of 94.2 was up 14% 
from 82.8 in June 2014, but down 1% on a sequential basis.  

According to the latest estimate by the Bureau of Economic 
Analysis, real GDP decreased at a 0.2% annualized rate 
during Q1-2015. Real GDP has decreased three times 
during the current recovery, each decrease occurring 
during the first quarter - in 2011, 2014, and 2015. 

Quarterly core retail sales (which excludes auto, gasoline, 
and building material sales) increased 1% from Q1-2015 
and 3.6% compared to the prior year. The slight increase 
from Q1-2015 was primarily due to a 1.9% increase in food 
services and drinking places, a 0.7% increase in general 
merchandise stores, and a 0.9% increase in non-store 
retailers. The year-over-year increase was driven primarily 
by food services and drinking places (up 8.5%), non-store 
retailers (up 4.8%), food and beverage stores (up 3.1%), 
and health and personal care stores (up 3.0%), partly offset 
by declines in general merchandise and electronic / 
appliance stores.  The increase in non-store retailers is 
evidence that companies continue to expand their omni-
channel strategies and the increase in food services and 
drinking places is partially attributable to lower gas prices.  

The US unemployment rate continued to move lower, 
reaching a six-year low of 5.3% in Q2-2015 compared to 
5.5% in Q1-2015 and 6.1% in Q2-2014. Long-term 
unemployment (unemployment lasting over 27 weeks) is at 
2.1 million people (June 2015), down from 4.7 million at 
the beginning of 2013  and down 0.4 million from the prior 
month (May 2015). However, the recent improvement in 
the unemployment rate was partly the result of a sizable 
decline in the size of the labor force and this overstates the 
health of the economy. 

During the first half of 2015, the economy had mixed 
results due to a variety of temporary and technical factors, 
including harsh weather, a disappointing March job report, 
investment impact of lower oil prices, and the port strike. 

 

Some factors were expected to weigh on growth, such as 
the combination of a stronger dollar, weaker rest of world 
growth and reduced energy sector spending. Gains in 
employment and incomes, as well as declines in gas prices 
were also supposed to help growth. Instead, consumers by 
and large have used lower gas prices to increase their 
savings.  

Looking ahead, the economy is expected to be stronger for 
the rest of 2015. Consumers are well-positioned to resume 
a healthier pace of spending. Income gains are likely to 
begin shifting away from higher savings toward more 
spending in coming months. 

Additionally, the strengthening US dollar should increase 
buying power for US companies pursuing international 
expansion in 2015. A stronger dollar may also make it 
harder for export-oriented businesses to achieve growth 
overseas. Many US companies have already cited that the 
stronger dollar has played into their disappointing Q4-2014 
earnings. Currency will likely continue to impact 
companies in 2015, even more so than 2014. 

 

 

  2013                               2014                      2015       

2013        2014       2015 
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Four mega deals drove the activity during the quarter, 
anchored by a drugstore / healthcare deal 

Key trends and insights 

 Transaction value was down: For deals >$50 
million, the retail and consumer sector experienced a 
slower quarter than previous quarters. Deals were driven 
by several sectors, including food and beverage, grocery, 
drug, discount and mass, and restaurants. For deals 
>$50 million, total transaction value of $27.3 billion was 
down 66% from $79.0 billion in Q1-2015 and down 28% 
from Q2-2014. However, Q1-2015 had the largest mega 
deal seen in the sector for several years, the $53.1 billion 
merger of Kraft Foods Group, Inc. and H.J. Heinz 
Company to form The Kraft Heinz Company. Excluding 
the Heinz / Kraft merger, the value of Q2-2015 was up 
5% compared to Q1-2015.  The largest deal in Q2-2015 
was the $12.7 billion pending acquisition of Omnicare 
Inc. by CVS Health Corp.  

 Deal volume decreased: 31 deals were announced for 
the quarter with >$50 million in value, down 24% from 
Q1-2015 and down 42% from Q2-2014. Quarterly deal 
volume has averaged 42 deals since Q1-2013. Deals 
under $1.0 billion were down 21% from Q1-2015 and 
down 40% from Q2-2014. 

 Private equity participation picked up: Corporate 
deals made up 74% of deal volume and 80% of deal value 
during the quarter. Private equity volume as a percentage 
of total deal volume was 26%, up from 24% in Q1-2015, 
and up from 25% in Q2-2014. Private equity value as a 
percentage of total deal value was 20%, down from 69% 
in Q1-2015 (which had been driven by the Heinz / Kraft 
merger), and up from 15% in Q2-2014. Eight private 
equity deals >$50 million in value were announced for 
Q2-2015, the largest being the pending $3.1 billion 
acquisition of Douglas Holding (owned by Advent 
International) by CVC Capital Partners. Excluding the 
CVC Capital Partners / Douglas Holding acquisition, 
private equity value as a percentage of total deal value 
was 10%.  

 The number of large deals was down from 
previous quarters: Q2-2015 had four mega deals 
(transactions exceeding $1.0 billion), with two aligned to 
the grocery, drug, discount and mass sector, one aligned 
to the apparel, footwear, and accessories sector, and one 
aligned to other. In comparison, Q1-2015 had seven deals 
exceeding $1.0 billion, driven by the food and beverage 
and other consumer products sectors and Q2-2014 had 
eight, driven by the food and beverage sector.  

Key announced transactions 

 CVS Health / Omnicare: CVS Health Corp. agreed to 
acquire Omnicare Inc., a Cincinnati, Ohio based provider of 
pharmaceutical services, for $12.7 billion. 

 CVC Capital Partners / Douglas Holding: CVC Capital 
Partners Ltd of the UK agreed to acquire Douglas Holding 
AG, a Hagen, Germany based department store operator 
ultimately owned by Advent International Corp. of the US, 
from Beauty Holding Two AG, for $3.1 billion. 

 Ascena Retail Group / ANN: Ascena Retail Group Inc. 
agreed to acquire ANN Inc., a New York, New York based 
retailer of women's apparel, shoes and accessories, for $2.2 
billion. 

 CVS Health / Target: CVS Health Corp. agreed to acquire 
the pharmacy and clinic businesses of Target Corp., a 
Minneapolis, Minnesota based owner and operator of 
merchandise and retail discount stores, for $1.9 billion. 

 Hormel Foods / Applegate Farms: Hormel Foods Corp. 
agreed to acquire Applegate Farms LLC, a Bridgewater, New 
Jersey based producer of natural and organic meat products, 
for $775 million. 

 WhiteWave Foods / Vega: The WhiteWave Foods Co. 
agreed to acquire Vega, a Burnaby, Canada based producer of 
plant-based health food products, from Charles Chang, VMG 
Equity Partners and other undisclosed shareholders, for $550 
million. 

R&C deals > $50M by volume and total value 

 

 

 

 

 

 

 

 

 

 

 

Source: PwC analysis of Thomson Reuters data Q1-2012–Q2-2015 
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Cross border activity remained flat, but we expect activity 
to remain a key growth strategy for retail and consumer 
companies 

Cross border activity 

Cross border activity remained flat during Q2-2015 
compared to Q1-2015, but decreased on a year-over-year 
basis. Cross border activity represented 32% of deal 
volume, lower than the average, 47%, over the last eight 
quarters. 

Despite the continued slowdown, we expect cross border 
activity to continue as domestic R&C companies look to 
expand into faster-growing international markets to bolster 
stagnant growth in their home market. These companies 
are looking to drive growth from an expanding consumer-
oriented, middle class in emerging economies, which 
should be assisted by the strengthened US dollar. In 
addition, strong US brands and the large consumer market 
still remain attractive to other multinational buyers.  

Significant cross border activity during Q2-2015 included: 

 Inbound – CVC Capital Partners Ltd agreed to acquire 
Douglas Holding AG from Beauty Holding Two AG, for $3.1 
billion. 

 Outbound – The WhiteWave Foods Co. agreed to acquire 
Vega of Canada from Charles Chang, VMG Equity Partners 
and other undisclosed shareholders for $550 million. 

 Inbound – Fiskars Oy AB of Finland agreed to acquire  
WWRD Holdings Ltd from KPS Capital Partners LP, for 
$433 million. 

 Inbound –Pamplona Capital Management LLP of the UK 
agreed to acquire Partner in Pet Food Kft, ultimately 
owned by Advent International Corp., for $343 million. 

 Outbound – International Flavors & Fragrances Inc. 
agreed to acquire Lucas Meyer Cosmetics SAS of Canada, 
from Groupe Unipex SAS of France, owned by IK 
Investment Partners of the UK, for $318 million. 

According to PwC’s 18th annual global CEO survey, 15% of retail CEOs and 24% of consumer CEOs 

plan to initiate a cross border merger & acquisition in the coming twelve months.  

 

Retail CEOs are less positive about the state of the global economy than other CEOs: only 28% think 

the outlook will improve in the coming 12 months, compared to 37% of the overall sample. But they’re 

almost equally confident of generating higher revenues in both the short and mid-term. They are 

targeting the US, China and Germany to secure much of this growth, in common with their counterparts 

in many other industries. 

 

Consumer goods CEOs are less upbeat about the global economy than they were last year, but their 

views are broadly in line with those of CEOs in other sectors: 34% expect the outlook to improve. Like 

their counterparts in other industries, consumer goods CEOs are confident of generating higher 

revenues in the short and longer term. They are looking to the US and China to produce much of this 

growth. They also have high hopes for Brazil. 
 

Source: PwC, 18th CEO Survey, January 2015 

http://www.pwc.com/gx/en/ceo-survey/index.jhtml 
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Restructurings and spin-offs increased slightly in the 
second quarter of 2015, and they remain a key strategy 
within the R&C sector 

Corporate spin-offs and divestitures 

In recent years, the R&C sector has experienced heightened 
levels of spin-offs and divestures driven by companies 
reassessing their portfolios and trying to position 
themselves for an increasingly competitive environment. 
Spin-offs and divestitures remain a key strategy within the 
R&C sector especially as companies look to refocus on their 
core business to maximize synergies and return for 
investors. Food and beverage (including alcohol) 
companies have been the most active in executing spin-offs 
and divestitures over the last five years. 

There were no significant spin-offs completed during Q2-
2015. However, transactions in the pipeline include Barnes 
& Noble’s spin-off of its Nook business, Barnes & Noble’s 
spin-off of its college business, and Darden Restaurants 
spin-off of real estate assets to its shareholders. 

Looking ahead to Q3-2015, Procter & Gamble expects to 
spin-off its perfume, select parts of its hair care, and its 
make-up businesses to Coty for an estimated $12.5 billion.  
Additionally, Energizer Holdings' completed a spin-off of 
its household products division in July 2015 and ConAgra 
Foods Inc. announced it intends to divest the former 
Ralcorp Holdings assets as it exits its private label food 
business. 

R&C divestitures (excluding spin-offs), as a percentage of 
total deal volume, increased slightly to 31% on a sequential 
basis, but this was slightly below the average of 32% for the 
last eight quarters. Significant divestiture activity during 
Q2-2015 included: 

• Target’s sale of its pharmacy and clinic businesses to CVS 
Health for $1.9 billion;  

• Colgate-Palmolive’s sale of its laundry detergents and 
pre-wash brands to Henkel AG & Co. for $245 million; 

• Eaststarch’s (a joint venture between Archer Daniel 
Midland and Tate & Lyle) sale of its wet corn mills to 
Archer Daniel Mildland for $240 million; and 

• PetroSun West’s sale of 77 properties of Pacific 
Convenience & Fuel gasoline stations with convenience 
stores to Getty Realty Corp. for $214 million. 

 

 

 

R&C divestitures (excluding spin-offs), as a percentage 

of total deal volume 

 

 

 

 

 

 

 

 

 

 

 

 

Source: PwC analysis of Thomson Reuters data Q1-2012–Q2-2015 

31% 

Q2-2015 

32% 

Average, last 8 quarters 
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R&C deal volume and value trending 

 

 

 

 

 

 

 

 

 

 

 

 

Source: PwC analysis of Thomson Reuters data Q1-2012–Q2-2015  
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Transaction value and volume was down for the quarter 

Quarter comparison illustrations 

R&C deal volume by quarter (deals with disclosed value >$50M) 

 

 

 

 

 

 

 

 

 

 

 

 

Source: PwC analysis of Thomson Reuters data Q1-2012–Q2-2015 

R&C deal volume and value—disclosed transactions 

Q2-2014 Q1-2015 Q2-2015 

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 

>$1B                    8            25,614                    7            71,968                       4             19,881  

$500M to $1B                    7              4,879                    2              1,424                        3               1,887  

$250M to $500M                  12              4,134                    7             2,812                        7               2,704  

$100M to $250M                  15              2,503                   11              1,772                      14               2,556  

$50M to $100M                  11                 768                  14              1,052                        3                 234 

Subtotal >$50M                  53            37,899                  41            79,028                      31             27,263  

<$50M                  47                 714                   59                 866                      37                  587  

Total (with disclosed values)                100            38,614                100            79,894                      68             27,850 

Source: PwC analysis of Thomson Reuters data Q1-2012–Q2-2015 

17% 

5% 

17% 

27% 

34% 

Q1-2015 

13% 

10% 

22% 45% 

10% 

Q2-2015 

$37.9B $79.0B $27.3B 
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IPOs 

R&C IPO activity rebounded during Q2-2015 with eight 
IPOs raising $1.7 billion and continuing the trend seen in 
2014 with R&C being the sector with the highest returns in 
the overall IPO markets.  This is a significant improvement 
from Q1-2015, which was the slowest quarter in terms of 
volume and proceeds in the last three years with only one 
IPO ($105 million in proceeds). Q2-2015 outpaced the 
prior three quarters in terms of both volume and proceeds; 
however, it fell short of Q2-2014, with total proceeds down 
36% and volume down 20% (Q2-2014: 10 R&C IPOs with 
proceeds of $2.7 billion). This decrease from Q2-2014 to 
Q2-2015 is consistent with the market overall, which saw a 
decrease of 39% in total proceeds and 16% in total number 
of IPOs. However, as noted, Q2-2015 represents the best 
quarter the R&C sector has seen since Q2-2014, 
demonstrating a rebound in the sector and realignment 
relative to the overall IPO markets. 

 

 

 

 

 

 

 

 

 

 

 

Q2-2015 began at the slower pace seen in Q1-2015, with 
four IPOs in April and May, but finished strong with four 
IPOs in June, including the Fitbit Inc. IPO, which was the 
largest IPO for the sector during the quarter.  In terms of 
the broader equity markets, R&C was the third highest 
sector in Q2-2015 in number of IPOs (behind healthcare 
and technology), but total proceeds ranked it fifth among 
all sectors. R&C average IPO proceeds in Q2-2015 were 
$214 million, which is the highest the R&C sector has seen 
since Q2-2014. Notably, the R&C sector had two of the top 
ten IPOs (based on proceeds) in the quarter in the overall 
IPO markets with the Fitbit Inc. and Party City Holdco Inc. 
IPOs raising $732 million and $372 million, respectively. 
Further, 63% of R&C IPOs were priced above the range in 
Q2-2015. 

 

 

R&C IPOs 2012 to Q2-2015 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: PwC’s IPO Watch 

In the second quarter of 2015, R&C IPO activity 
rebounded with eight IPOs for the period 

The R&C sector was the top sector in terms of both average 
first day and average end of period returns for IPOs 
occurring in Q2-2015, doubling the returns seen by the 
second highest performing sector (healthcare). The average 
first day return for the sector was 34% and the average end 
of period return was 35%, with all R&C IPOs returning over 
13% at the end of the quarter. The high performing end of 
period returns were led by Fitbit Inc. (91%) and Wingstop 
Inc. (49%). The R&C sector was also the only sector this 
quarter in which all IPOs had both positive first day and 
end of period returns. The positive returns at the end of the 
period are especially impressive considering the S&P 500 
return over the quarter was -0.5%.  

Of the eight R&C IPOs in Q2-2015, seven were Emerging 
Growth Companies (EGCs1). This is consistent with 2014, 
with 18 of the 22 R&C IPOs being EGCs.  We expect to see a 
similar trend as we look into the rest of 2015.  The pipeline, 
defined as companies that have publicly filed with the SEC 
in the last 12 months, includes 17 companies expecting to 
raise $1.8 billion. Of the 17 companies in the Q2-2015 
pipeline, 12 are EGCs. Five of the EGCs in the pipeline filed 
in June 2015 indicating that Q3 is likely to be a busy 
quarter, as these companies go on their roadshows and 
complete their IPOs.  Notable companies in the pipeline are 
Blue Buffalo Pet Products which filed for $500 million and 
Planet Fitness with a planned offering of $100 million. 

While the strong finish and large EGC company pipeline in 
Q2 may signal an active Q3-2015, past years have shown 
either steady activity (2012 and 2013) or an abrupt 
slowdown (2014) between the second and third quarters. 
However, continuing high returns in the sector and several 
well-known consumer brands expected to go public soon 
may prompt continued high activity, albeit at lower deal 
values, into the third quarter as companies take advantage 
of the momentum created in Q2-2015. 
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1. The JOBS Act allows Emerging Growth Companies (EGCs) to file confidentially 

with the SEC. Under the JOBS Act those companies that have elected to file 

confidentially with the SEC must file publicly 21 days in advance of their 

roadshow. Recent quarterly trends demonstrate that most EGCs take advantage 

of this election and only file publicly when preparing to start their roadshow and 

go effective.  
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Selected Transaction Multiples 

Top Retail and Consumer Transactions 

During the second quarter of 2015, the top ten retail and 
consumer deals with disclosed transaction multiples 
ranged in value from $0.2 billion to $12.7 billion. Revenue 
multiples ranged from 0.4x to 5.5x, with an average of 1.9x 
and median of 1.5x. EBITDA multiples ranged from 5.8x to 
34.3x, with an average of 14.2x and median of 8.4x.  

Valuation multiples were calculated based on transaction 
values from Capital IQ and trailing twelve-month financial 
data.  

 

 

Retail & Consumer Acquisitions - Transaction Multiples1  

Announced 

Date 

Acquirer Target Transaction 

Value ($M) 

EV/Revenue EV/EBITDA2 

5/21/15 CVS Health Corp. Omnicare Inc. 12,700 1.7x 15.0x 

5/18/15 Ascena Retail Group ANN Inc. 2,160 0.8x 8.4x 

6/09/15 The WhiteWave Foods Co. Vega 550 5.5x N/A 

5/11/15 Fiskars Oy AB WWRD Holdings Ltd 433 1.0x N/A 

5/27/15 Capmark Financial Group Inc. Orchard Brands Corp. 410 0.4x 5.8x 

5/05/15 Pitney Bowes Inc. Borderfree Inc. 376 3.0x N/A 

6/22/15 Sequential Brands Group Inc. Martha Stewart Living 353 2.4x 34.3x 

4/02/15 Pamplona Capital Management Partner in Pet Food Kft 343 1.3x N/A 

5/12/15 Henkel AG & Co KGaA Colgate-Palmolive Co-Laundry 245 2.0x N/A 

5/22/15 NRD Partners LP Frisch’s Restaurants Inc. 174 0.8x 7.3x 

Average: 1.9x 14.2x 

Median: 1.5x 8.4x 

Max 5.5x 34.3x 

Min 0.4x 5.8x 

 

1 Transaction data provided by Capital IQ, Inc. Selected transactions represent largest retail and consumer products acquisitions during second quarter 

2015, for which transaction multiples were disclosed. 
 

2 'N/A' notes transactions for which EV/EBITDA multiples were not disclosed. 

 

Source: PwC analysis of Thomson Reuters Q1-2012–Q2-2015 and Capital IQ, Inc. data 
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Selected Public Company Purchase Price Allocations 

Top Retail and Consumer Purchase Price 
Allocations 

During the trailing twelve months ending March 31, 2015, 
the top ten public deals reported the following purchase 
price allocation results. These results may be preliminary 
and subject to the companies’ finalization of their purchase 
price allocation analysis. 

Top 10 Purchase Price Allocation Statistics1 

  As a % of Excess 

Consideration 

  

Close Date Acquirer Target Transaction 

Value ($M) 

Intangibles Goodwill Trade  

Names 

Customer 

Relationships 

Favorable 

Leaseholds 

Other 

12/31/2014 Walgreen Co. Alliance Boots 

GmbH 

15,262 42.4% 57.6% 24.9% 6.2% 0.2% 11.1% 

12/12/2014 Burger King Worldwide  

Inc. 

Tim Hortons Inc. 13,397 56.4% 43.6% 51.6% N/A 2.1% 2.7% 

8/28/2014 Tyson Foods Inc. Hillshire Brands 

Co. 

7,727 51.7% 48.3% 46.2% 5.4% N/A 0.1% 

4/1/2014 Anheuser-Busch Inbev Oriental Brewery 

Co. Ltd. 

5,800 21.2% 78.8% 21.2% N/A N/A N/A 

3/23/2015 The JM Smucker Co. Big Heart Pet 

Brands Corp. 

5,905 58.3% 41.7% 25.0% 33.3% N/A N/A 

10/1/2014 Archer Daniels Midland  

Co. 

WILD Flavors 

GmbH 

3,129 39.4% 60.6% 8.5% 19.7% N/A 11.2% 

2/24/2015 AmerisouceBergen  

Corp. 

MWI Veterinary 

Supply Inc. 

2,600 54.8% 45.2% 13.0% 41.4% N/A 0.4% 

6/2/2014 Post Holdings Inc. Michael Foods 

Inc. 

2,500 53.1% 46.9% 8.6% 44.5% N/A N/A 

6/18/2014 The Men’s Warehouse 

Inc. 

Jos A Bank 

Clothiers Inc. 

1,819 44.9% 55.1% 38.9% 3.9% 1.8% 0.3% 

4/23/2014 Crown Holdings Inc. Mivisa Envases 

SAU 

1,710 24.1% 75.9% 1.1% 22.9% N/A N/A 

      Average: 44.6% 55.4% 23.9% 22.2% 1.4% 4.3% 

      Median : 48.3% 51.7% 23.1% 21.3% 1.8% 1.5% 
 

1 Transaction data provided by Capital IQ, Inc. Selected transactions represent largest retail and consumer products acquisitions during 2014 for which 

purchase price allocation results were disclosed. 

Source: PwC analysis of Thomson Reuters Q1-2012–Q2-2015 and Capital IQ, Inc. data 
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Despite a slower quarter, we expect the retail and 
consumer sector will experience an uptick in M&A activity 
in the remainder of 2015 

Conclusions 

The retail and consumer sector experienced a slower 
quarter driven by fewer mega deals than seen in previous 
quarters. Four mega deals drove the activity during the 
quarter, anchored by a drugstore / healthcare deal, which 
compares to seven mega deals in Q1-2015, including the 
$53.1 billion Heinz / Kraft merger. 

Transactions in the food and beverage (including alcohol) 
and food and beverage retailing sub-sectors continue to be 
the focal point for investment for both corporate and 
private equity.  Large diversified food companies are 
struggling to compete with smaller more focused 
enterprises. Many of these companies are splitting 
themselves into smaller businesses in order to better focus 
on how they go to market.  

In addition, consumers are demanding more convenient, 
higher value, and cost effective means of receiving 
healthcare, causing companies to adapt their business 
models, extend healthcare services, and become a more 
integral part of the community. As a result, retailers have 
embarked upon varied health and wellness-led strategies to 
capitalize on the opportunities, and the healthcare sector is 
also converging with retail trends and adopting consumer 
centric strategies. The transactions by CVS Health and 
Walgreens / Alliance Boots, among others, have reflected 
this trend. 

Key factors impacting the R&C deals market in 2015 may 
continue to include the following: 

 Landscape is poised for further portfolio shuffling.  
Companies are seeking coherent portfolios backed by 
differentiated capabilities systems, which should spur 
asset swapping and M&A activity. 

 Increased competition and rising prices for assets as  
abundant dry powder and credit may be pressuring PEs 
to put money to work and further increasing competition 
for deals.  The continued rise of the consumer and retail 
public equity markets has lifted the floor on valuations 
and increased acquisition multiples. 

 Continued shareholder activism, putting pressure on 
companies throughout the sector to more assertively 
articulate and execute on a focused strategy and efficient 
operations. 

 

 

 

 

 

 
 

 

 Continued cross border activity as companies invest in 
emerging markets to bolster stagnant organic growth in 
their home market and to drive growth from an 
expanding middle class internationally. 

 Companies seeking to acquire assets to get access to new 
capabilities (e.g. digital, omni-channel).  Large 
companies will continue to acquire proven innovation 
and realize immediate benefits. 

 Companies continuing to reposition their business 
models in line with the megatrends to increase their 
competiveness, some of which will need to come through 
acquisitions and exiting less strategic divisions/product 
lines.  

 Private equity firms continuing to compete with strategic 
buyers for deal targets.  Themes involve cash 
optimization investments and using capital to fuel 
expanded growth that includes adding store locations, 
extending their brands into other product categories and 
into new geographic markets, often overseas.   

Sector deal activity slowed since Q1, but we expect that the 
R&C sector will likely pick back up. Several large deals in 
the pipeline, including Procter & Gamble’s planned spin-off 
of its perfume, select parts of its hair care, and its make-up 
businesses to Coty and ConAgra Foods Inc.’s intent to 
divest the former Ralcorp Holdings assets as it exits its 
private label food business indicate that positive 
momentum seen over prior quarters is likely to continue.   
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Hungry for Deals: Operational Considerations in a 
Restaurant Carve-Out or Spin-off 
  The relatively recent pick up in restaurant industry 
M&A activity can be attributed to companies looking to 
focus on core brands, cut costs, improve margins, and 
drive global growth.   Since the economic downturn, 
Private Equity (PE) firms have dominated restaurant 
deals, targeting underperforming brands to turn around 
and capitalizing on real estate value creation 
opportunities. In fact, PE firms and other financial 
sponsors, including Apollo, Golden Gate, and Sun 
Capital, have been involved in more than 60% of 
restaurant deals over the past eight years1.  Nearly 15% 
of those restaurant deals were carve-outs or spin-offs 
from larger parent companies1.  Notable carve-outs / 
spin-offs include2: 
• Chipotle (2006) from McDonald’s, 
• Romano’s Macaroni Grill (2008) and On the Border 

(2010) from Brinker International,  
• Fiesta Restaurant Group (2011) from Carrols 

Restaurant Group, 
• Smokey Bones (2007) and Red Lobster (2014) from 

Darden Restaurants, and  
• Arby's (2011) from Wendy's.  

Despite the uptick in restaurant deal activity, these 
deals can fall short when the time comes to translate a 
strategic plan into executable action plans.   Buyers and 
Sellers sometimes overlook key levers to prevent deal 
value deterioration during or after due diligence. Both 
PE and Corporate Buyers desire to protect and generate 
brand value, while Sellers tend to focus on maximizing 
net proceeds and a speedy sale process. 

PwC’s strategy through execution approach helps deal 
teams understand the impact of the carve-out across the 
enterprise and set the priorities for both the Buyer and 
Seller to execute critical path milestones. Deal teams 
should consider a comprehensive plan to manage key 
issues including the following: 

1. Franchise Agreements – Carefully consider 
the strategy for franchisees and separation 
options.  

Franchise agreements are governed by various 
international, federal, and state laws that may dictate or 
influence the separation approach.  It is important to 
understand the implications of different franchising 
commitments and ownership structures before Buyer 
and Seller begin separation planning.  

Further, it is important for both parties to evaluate and 
quantify the growth / capital upside of NewCo’s go-
forward franchise strategy, including potential 
international expansion. 

 

2. Shared Land / Lease Agreements – Plan to 
identify sites that have shared land and /or 
infrastructure requiring separation and to 
obtain landlord consents to assign leased 
properties to Buyer. 

Restaurants often comprise high-value real estate 
portfolios that have historically attracted PE Buyers 
looking to unlock land value for immediate cash free-up 
opportunities.  A recent example is Darden Restaurants’ 
sale of Red Lobster to Golden Gate Capital, in which 
Golden Gate sold Red Lobster’s land to American Realty 
Capital Properties (ARCP), in a separate transaction 
valued at $1.5 billion. Transferring restaurant / land 
ownership can be a complex and time consuming 
activity that requires extensive Legal support. 

3. Operational Separation Considerations 

Typically thousands of business “entanglements” exist 
between the carved-out entity and the parent across all 
functions.  It can be an extremely onerous effort to 
separate these, especially within the Supply Chain and 
IT functions. Deal teams should be cognizant of key 
decision points / considerations at the functional level 
as they work through plans to separate the business, 
including the following:  

Supply Chain:  Large, multi-brand restaurant 
companies tend to have highly customized Supply 
Chains covering sourcing, supply chain, and restaurant 
level replenishment elements, delivered through a 
strategic network of internal and external partners.   

Information Technology:  Technology decisions have a 
material impact on restaurant processes and revenue 
accounting. Buyer must determine whether to clone 
Seller systems versus right-size for NewCo. 

Competitively Sensitive Information:  Early precautions 
to protect data, such as data separation or system access 
restrictions, will protect Buyer and Seller from sharing 
competitively sensitive information when RemainCo 
and NewCo become competitors.  Legal guidance should 
be considered to ensure compliance with anti-trust. 

4. Shared Contracts – Prioritize shared 
contracts and work closely with the business 
and Legal teams to determine shared 
contract assignability, transferability, and / 
or negotiation strategy.  

Separation of shared contracts in a Restaurant carve-
out requires an early start and extensive legal support.  
It is important to identify contract costs and for 
businesses to criticality prioritize the separation of 
contracts and preserve deal value.  

 
2. Capital IQ 

1. Capital IQ. Measured in terms of transaction value, covering all North American restaurant transactions. 

Spotlight article 



14 Q2 2015 update 

 

 

 

 

 

 

Furthermore, key Marketing contracts such as media 
strategy and advertising agreements commonly include 
non-compete clauses that can require significant lead 
time to replace. Retaining terms and pricing of high 
value food, beverage, and logistics / transportation 
agreements helps to mitigate significant diligence 
adjustments to expected deal proceeds.   

Moreover, it is unlikely that the large technology 
companies will agree to transfer IT licenses. Significant 
one-time costs to re-license expensive ERP and Point of 
Sale software contracts are common.  

5. Gift Cards – Align on long-term Gift Card 
strategy (e.g., co-branded vs. stand-alone 
gift cards) prior to transaction close.  

Restaurants have wholeheartedly embraced gift cards as 
a way to drive incremental demand, and accelerate cash 
flow.  The complexity of this high revenue, minimally 
flexible, extremely technical accounting area should not 
be underestimated. The go-forward gift card strategy 
can have a significant impact on future brand 
profitability.  

Buyer and Seller should work together to determine a 
post-close gift card program strategy with enough time 
to implement operational changes. 

6. People / Communication –Restaurant 
employees, the primary voice to the guest, 
must understand key operational changes 
resulting from the transaction.  

Successful deal teams plan for change and communicate 
proactively both internally to employees and externally 
to guests.  Corporate-level decisions should drive the 
communications to field employees for consistent 
messaging and continued employee engagement.  

 

 

 

 

 

Other effective engagement tactics include involving 
Restaurant-level staff in transition planning and 
execution activities, and providing incentives (monetary 
or non-monetary) through the manager level tied to 
meeting critical transaction objectives, such as guest 
and/or employee retention or successful Day One (the 
transaction close date) milestone execution. 

 

7. Liquor Licenses –Allow significant time to 
address the transfer of Liquor Licenses and 
Business Permits; plan for creative solutions 
to maintain business continuity when 
ownership changes.  

Addressing liquor licenses and restaurant business 
permits is one of the longest lead-time – and most 
complex – tasks in a restaurant carve-out.   

It is critical that the Seller and Buyer understand state 
and local municipality requirements to apply for and /or 
transfer the appropriate licenses to a new owner, which 
can vary by state and local jurisdiction. Understanding 
requirements often warrants assistance from expert 
third party Liquor License counsel to liaise with local 
licensing and permit authorities.   

8. Transition Service Agreements – Accelerate 
separation planning early in the process to 
minimize Buyer Transition Service 
Agreements.  

To jumpstart separation planning, work to identify 
NewCo’s shared services and the level of complexity to 
separate those from Seller / vendors by Day One.  
Services that cannot be separated by deal close can 
serve as the basis for Transition Service Agreements.  

A successful approach for delivering 
restaurant carve-out success 

Deal teams should articulate a customized carve-out or 
spin strategy to instill confidence among key 
stakeholders and aid in successfully executing an 
accelerated transition. Deal makers should focus on 
identifying, creating and capturing key drivers of deal 
value, as well as plan for change and communicate 
proactively to minimize business disruption.  

PwC’s services range across the deal continuum and 
cover key steps in a Divestiture process: Portfolio 
Analysis, Stand-Alone & Valuation Analysis, Due 
Diligence Preparations, Transition Service Agreement 
(TSA) Development, Tax Structuring, and Day One 
Execution.  By bringing together professionals with 
extensive technical accounting (US GAAP and IFRS), 
financial reporting, valuation, tax, deal structuring, and 
industry experience, PwC can offer an integrated and 
holistic solution to execute restaurant carve-outs and 
spin-offs.  Further, we tailor our services to complement 
client needs and their internal capabilities.    

For more information about our divestiture 
transaction and related M&A services, please visit 
http://www.pwc.com/us/deals 

© 2015 PwC. All rights reserved. 

This content is for general information purposes only, 
and should not be used as a substitute for consultation 
with professional advisors. 
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About PwC’s Deals business 

PwC’s Deals Practice professionals help corporate and 
private equity executives navigate transactions to increase 
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, reduce 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 our deal 
professionals in 35 cities in the US and across a global 
network of firms, including Strategy&, which spans 75 
countries. The result is deals capabilities that include a 
unique combination of front-end strategy and deal 
origination, diligence, and post-deal value capture. In 
addition, our network firm PwC Corporate Finance 
provides investment banking services within the US. 

Companies who do not follow a disciplined approach to 
integration may not be as successful with their deals as 
those who do. A disciplined approach to integration helps 
achieve early wins, build momentum, and instill confidence 
among stakeholders. An integration roadmap can be 
helpful in pinpointing and executing a clear integration 
strategy before a deal is final. 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, the target ultimate parent company, the 
acquiring company, or the acquiring ultimate parent 
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 a target mid 
industry code that falls 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 Staples, Other Retailing, Textiles & 
Apparel, and Tobacco. Certain adjustments have been 
made to the information to exclude transactions which are 
not specific to the R&C sector or incorporate relevant 
transactions that were omitted from the indicated mid 
industry codes. 

This analysis includes all individual mergers, acquisitions, 
and divestitures for disclosed or undisclosed values, 
leveraged buyouts, privatizations, minority stake 
purchases, and acquisitions of remaining interest 
announced between January 1, 2012 and June 30, 2015, 
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-off transactions have 
been removed from the numerical and graphical 
presentations herein. 

Percentages and values are rounded to the nearest whole 
number which may result in minor differences when 
summing totals. 
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