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R&C Q1-2015 Deals: At a glance 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: PwC analysis of Thomson Reuters data, PwC’s IPO Watch 

The retail and consumer sector experienced a strong 
quarter driven by the largest mega deal seen in the sector 
for several years 

Welcome to PwC’s US retail and consumer (R&C) deals 
insights for the first quarter 2015. Deal volume in the 
sector increased slightly during the quarter and deal value 
increased significantly compared to Q4-2014. The largest 
transaction of the quarter was the Heinz / Kraft merger for 
$53.1 billion. 

Consumer sentiment continued its upward trend in the 
first quarter of 2015, reaching a ten-year peak due to more 
favorable prospects for the domestic economy, including 
gains in employment and incomes, as well as declines in 
gas prices. Despite these gains, core retail trade sales have 
stagnated. Although retailers that cater to consumers in the 
lower and middle-income categories may benefit 
disproportionately from the decline in fuel prices because 
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 – accelerating 
urbanization, demographic shifts, climate change and 
resource scarcity, shifts in economic power, and 
technological breakthroughs – in current market 
conditions. 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. 

 

 

$53.1B 
The Heinz / Kraft merger accounted for 67% of the total 
deal value announced in Q1-2015 

11% 
Increase in deal volume 
versus Q4-2014  

Decrease in deal volume 
versus Q1-2014 

9% 

7 Number of Q1-2015 transactions 
exceeding $1.0 billion 

26% 

37% 

23% Q1-2015 

Q4-2014 

Q1-2014 

PE volume as  
a % of total 
deal volume 

The R&C sector experienced 
the slowest quarter since 
Q1- 2011 with only one IPO 
for the period. 

272% 
Increase in deal value 
versus Q4-2014  

Increase in deal value 
versus Q1-2014 

148% 

Largest Transaction 

Value by the numbers 

Volume by the numbers 

Mega deals carry on 
 
 
 
 

Private equity participation continues 
 

IPO slowdown 
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Source: University of Michigan. Surveys of Consumers. Retrieved from 

http://press.sca.isr.umich.edu/ 
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Consumer sentiment continued its upward trend in the 
first quarter of 2015, reaching a ten-year peak due to 
more favorable prospects for the domestic economy 

Consumer indicators 

Consumer sentiment continued its upward trend in the 
first quarter of 2015, reaching a ten-year peak of 98.1 in 
January 2015, due to more favorable prospects for the 
domestic economy, including gains in employment and 
incomes, as well as declines in gas prices. The Q1-2015 
three-month moving average of 95.5 was up 18% from 80.9 
in March 2014 and up 6% on a sequential basis. There was 
a slight dip in consumer confidence at the end of the 
quarter as consumer sentiment fell to 93.0 driven by harsh 
winter weather and a small rebound in gas prices.  

According to the latest estimate by the Bureau of Economic 
Analysis, real GDP grew at a 2.2% annualized rate during 
Q4-2014. Despite continued labor market slack, the US 
economy was on its strongest track in years.  

Quarterly core retail sales (which excludes auto, gasoline, 
and building material sales) increased 0.2% from Q4-2014 
and 3.2% compared to prior year. The slight increase from 
Q4-2014 was primarily due to a 2.3% increase in 
miscellaneous store retailers, a 1.7% increase in food 
services and drinking places, and a 0.7% increase in non-
store retailers. The nearly-flat growth from Q4-2014 was 
affected by large negative changes in electronics and 
appliances stores and sporting goods, hobby, book & music 
stores. The year-over-year increase was driven primarily by 
non-store retailers (up 7.2%), food services and drinking 
places (up 6.7%), health and personal care stores (up 
5.0%), electronic and appliances stores (up 4.5%), and food 
& beverage stores (up 3.2%). The increase in non-store 
retailers is evidence that companies continue to expand 
their omnichannel strategies and the increase in electronic 
& appliance store sales is likely attributable to the lower 
interest rate environment which made financing of bigger 
ticket items more attractive to consumers.  

The US unemployment rate held steady at 5.5% in Q1-2015 
compared to 5.6% in Q4-2014, but has declined from 6.6% 
in Q1-2014. Long-term unemployment (unemployment 
lasting over 27 weeks) is at 2.6 million people (March 
2015), down from 4.7 million at the beginning of 2013  and 
down 146 thousand from the prior month (February 2015). 

 

During the first quarter of 2015, the economy had mixed 
results due to a variety of special 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 supposed to 
help growth. Instead, consumers have used lower gas 
prices to increase their savings.  

Looking ahead, the economy is expected to be stronger for 
the rest of 2015. 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 
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 

Core retail sales 

 

 

 

 

 

 

 

 

 

 

Source: US Census Bureau. Advance Monthly Retail Trade Report. Retrieved from http://www.census.gov/retail/ 
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Seven mega deals drove the activity during the quarter, 
anchored by a food and beverage deal 

Key trends and insights 

 Transaction value was up significantly: For deals 
>$50 million, the retail and consumer sector experienced 
a strong quarter, driven by several sectors, including 
food and beverage, other consumer products, and 
specialty retail. For deals >$50 million, total transaction 
value of $78.8 billion was up 272% from $21.2 billion in 
Q4-2014 and up 148% from Q1-2014. The largest private 
equity deal in Q1-2015 was the $53.1 billion pending 
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 Q1-2015 deals was 
down 19% (to $25.7 billion) compared to Q1-2014. On a 
sequential basis, excluding the Heinz / Kraft merger, 
deal value was up 21% from Q4-2014. 

 Deal volume increased: Thirty-nine deals were 
announced for the quarter with >$50 million in value, up 
11% from Q4-2014, but down 9% from Q1-2014. 
Quarterly deal volume has averaged 42 deals since Q1-
2013. Deals under $1.0 billion were up 7% from Q4-2014 
and down 18% from Q1-2014. 

 Private equity participation continues to be 
active: Corporate deals made up 77% of deal volume and 
31% of deal value during the quarter. Private equity 
volume as a percentage of total deal volume was 23%, 
down from 37% in Q4-2014, and down from 26% in Q1-
2014. Private equity value as a percentage of total deal 
value was 69%, up from 60% in Q4-2014 (which had 
been driven by the acquisition of PetSmart by BC 
Partners), and up from 12% in Q1-2014. Nine private 
equity deals >$50 million in value were announced for 
Q1-2015, the largest being  the pending merger of Kraft 
Foods Group, Inc. and H.J. Heinz Company to form The 
Kraft Heinz Company. Excluding the Heinz / Kraft 
merger, private equity value as a percentage of total deal 
value was 6%.  

 Large deals were dominated by several sectors, 
including food and beverage, other consumer 
products, and specialty retail: Q1-2015 had seven 
mega deals (transactions exceeding $1.0 billion), with 
two aligned to the food and beverage sector, two aligned 
to other consumer products, one aligned to specialty 
retail, and two aligned to other. These mega deals 
portrayed familiar themes for the sector including 
consolidation plays, brand/product extensions as well as 
international expansion. In comparison, Q4-2014 had 
five deals exceeding $1.0 billion, driven by the food and 
beverage and specialty retail sectors, whereas Q1-2014 
had four, driven by the food and beverage sector.  

Key announced transactions 

 Heinz (3G and Berkshire Hathaway) / Kraft:  H.J. 
Heinz Company and Kraft Foods Group, Inc., a Northfield, 
Illinois based producer and wholesaler of packaged food 
products, entered into a definitive merger agreement to create 
The Kraft Heinz Company.  Under the terms of the 
agreement, Kraft shareholders will own a 49% stake in the 
combined company, and current Heinz shareholders will own 
51% on a fully diluted basis. Kraft shareholders will receive 
stock in the combined company and a special cash dividend of 
$16.50 per share. The aggregate special dividend payment of 
approximately $10 billion is being fully funded by an equity 
contribution by Berkshire Hathaway and 3G Capital Partners. 

 Staples / Office Depot: Staples agreed to acquire Office 
Depot, a Boca Raton, Florida based retailer and wholesaler of 
office supplies, for $6.3 billion. 

 JM Smucker / Big Heart Pet Brands: JM Smucker 
acquired Big Heart Pet Brands, a San Francisco, California 
based manufacturer and wholesaler of pet food products, 
from Kohlberg Kravis Roberts & Co LP, a unit of KKR & Co 
LP, Vestar Capital Partners Inc., and Centerview Partners 
Holdings LLC, for $5.8 billion. 

 AmerisourceBergen / MWI Veterinary Supply:  
AmerisourceBergen Corp, through its Roscoe Acquisition 
Corp subsidiary, acquired MWI Veterinary Supply Inc, a 
Boise, Idaho based wholesaler of animal health products, for 
$2.5 billion. 

 Rite Aid / Envision Pharmaceutical Services: Rite Aid 
agreed to acquire Envision Pharmaceutical Services LLC, a 
Twinsburg, Ohio based provider of pharmacy benefit 
management services, for $2.0 billion. 

 Mohawk Industries / IVC Group NV: Mohawk 
Industries agreed to acquire IVC Group NV, an Avelgem, 
Belgium based manufacturer and wholesaler of vinyl flooring, 
for $1.2 billion. 

 Post Holdings / MOM Brands: Post Holdings agreed to 
acquire MOM Brands LLC, a Lakeville, Minnesota based 
producer and wholesaler of cereal products, for $1.1 billion.  

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

 

 

 

 

 

 

 

 

 

 

 

Source: PwC analysis of Thomson Reuters data 
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Cross border activity decreased, but we expect outbound 
activity to continue as a key growth strategy for retail 
and consumer companies 

Cross border activity 

Cross border activity decreased during Q1-2015 on a 
sequential and year-over-year basis. Cross border activity 
represented 31% of deal volume, lower than the average, 
50%, over the last eight quarters. 

Despite the current quarter’s 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 remains attractive to other multinational buyers.  

Significant cross border activity during Q1-2015 included: 

 Outbound –Mohawk Industries agreed to acquire IVC 
Group NV of Belgium for $1.2 billion.  

 Outbound –Berkshire Hathaway agreed to acquire Detlev 
Louis Motorrad Vertriebsgesellschaft of Germany for 
$455 million.  

 Outbound –Rockport Co LLC SPV, a special purpose 
vehicle formed by Berkshire Partners LLC and New 
Balance Athletic Shoes Inc., agreed to acquire Rockport 
Co LLC from Reebok International, ultimately owned by 
adidas AG of Germany for $280 million. 

 Inbound –Industria de Diseno Textil SA (Inditex) of 
Spain, acquired the 503-511 Broadway property in New 
York for $280 million.  

 Inbound –Gildan Activewear of Canada acquired Barry T 
Chouinard Inc. for $100 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’re 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’re 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 



7 PwC US retail & consumer deals insights 

Restructurings and spin-offs slowed compared to recent 
quarters, but despite this slowdown, spin-offs and 
divestitures remain a key strategy within the R&C sector 

Corporate spin-offs and divestitures 

Restructurings and spin-offs slowed compared to recent 
quarters, which experienced heightened levels of such 
activity driven by companies reassessing their portfolios 
and trying to position themselves for an increasingly 
competitive environment. Despite this slowdown, 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, however, there were no significant 
spin-offs completed during Q1-2015. Transactions in the 
pipeline include Barnes & Noble’s spin-off of its Nook 
business, Energizer Holdings' spin-off of its household 
products division, Barnes & Noble’s spin-off of its college 
business, and Procter & Gamble’s spin-off of a portion of its 
beauty brands.  

Significant divestiture activity during Q1-2015 included: 

• TPG Capital LP’s sale of Envision Pharmaceutical 
Services to Rite Aid for $2.0 billion; 

• Sysco’s sale of 11 US Foods facilities related to its 
pending merger with US Foods to Performance Food 
Group for $850 million;  

• Sycamore Partners’ sale of Stuart Weitzman Holdings to 
Coach for $574 million; and 

• Sagittarius Brands’ sale of Del Taco Restaurants to Levy 
Acquisition for $500 million. 

 

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

of total deal volume 

 

 

 

 

 

 

 

 

 

 

 

 

Source: PwC analysis of Thomson Reuters data 

27% 

Q1-2015 

33% 

Average, last 8 quarters 
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Transaction value was up significantly for the quarter, 
but total disclosed deal volume decreased 

Quarter comparison illustrations 

R&C deal volume and value trending 

 

 

 

 

 

 

 

 

 

 

 

 

Source: PwC analysis of Thomson Reuters data  
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Non-disclosed Disclosed Value

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

 

 

 

 

 

 

 

 

 

 

 

 

Source: PwC analysis of Thomson Reuters data 

R&C deal volume and value—disclosed transactions 

2014 Q1 2014 Q4 2015 Q1 

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                    4            22,284                    5            14,260                       7             71,968  

$500M to $1B                    4              2,901                    2              1,642                        2               1,424  

$250M to $500M                  12              4,258                    6             2,280                        7               2,812  

$100M to $250M                  11              1,589                   14              2,362                      10               1,647  

$50 to $100M                  12                 799                    8                 628                      13                 952 

Subtotal >$50M                  43            31,831                  35            21,172                      39             78,803  

<$50M                  53                  691                   55                  795                      44                  618  

Total (with disclosed values)                  96            32,522                  90            21,967                      83             79,421 

Source: PwC analysis of Thomson Reuters data 

9% 

9% 

28% 

26% 

28% 

2014 Q1 

>$1B

$500M to $1B

$250M to $500M

$100M to $250M

$50M to $100M

14% 

6% 

17% 

40% 

23% 

2014 Q4 

18% 

5% 

18% 

26% 

33% 

2015 Q1 

$31.8B $21.2B $78.8B 
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IPOs 

In Q1-2015, the R&C sector experienced the slowest 
quarter since Q1-2011 with only one IPO for the period, fast 
casual burger chain Shake Shack, which raised $105 
million. In comparison, the average R&C deal value in Q1-
2014 was $197 million and the average deal value over all 
industries’ IPOs was $151 million in Q1-2015. The R&C 
sector performance is largely consistent with the notable 
slowdown in the overall IPO market with only 41 IPOs 
raising $6.2 billion in proceeds, a 42% decrease in volume 
and 44% decrease in proceeds from the first quarter in 
2014. The slowdown in the overall IPO markets is likely a 
result of increased volatility in Q4-2014, more 
opportunities for companies to obtain private financing, 
and an increase in the number of companies dual-tracking 
their exit strategy.  

 

 

 

 

 

 

 

 

 

 

 

 

Shake Shack’s proceeds comprised 2% of the total proceeds 
and 2% of the volume of all IPOs executed during Q1-2015, 
not far below the Q1-2014 R&C total results of 5% of total 
proceeds and 4% of volume for that period. The relatively 
low R&C volume and value compared to the totals for the 
period are aligned with expectations for the quarter and 
consistent with prior years as the first quarter tends to be a 
slower period for the R&C sector while companies await 
financial reporting results.  

 

 

 

R&C IPOs 2012 to Q1-2015 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: PwC’s IPO Watch 

In Q1-2015, the R&C sector experienced the slowest 
quarter since Q1-2011 with only one IPO for the period 

Notably, the Shake Shack IPO outperformed all other IPOs 
in the quarter with a one day return of 119% and was 
second highest for the quarter with a quarter-to-date 
return of 138% (compared with the Spark Therapeutics’ 
return of 237% in the biotech sector). Further, Shake 
Shack, as the only R&C IPO, far outperformed all other 
sector averages in both day one and quarter-end returns, 
with the energy sector coming in second behind R&C with 
average day one returns of 16% and a 21% quarter-to-date 
returns. Shake Shack also easily beat out the prior period’s 
quarter-end return for the R&C sector, which was 15% in 
Q4-2014. Most impressive is the Shake Shack Q1-2015 
return far outpacing the S&P 500 return, where investors 
saw a return of less than 1%. 

The R&C pipeline (those companies that have filed publicly 
with the SEC) in Q1-2015 remained consistent with the 
2014 year-end, with 14 R&C companies (through April 2) 
having filed in the last 12 months for proceeds of $850 
million. Of the companies in the pipeline, four filed in Q1-
2015 none of which are EGCs. This is contrary to the trend 
seen since the JOBs Act1 was implemented, where a large 
proportion of companies were EGCs. As a result, we do not 
expect to see a significant increase in IPO activity in Q2-
2015 as non-EGC companies tend to have a longer timeline 
from the initial public filing to effectiveness. 

As is typical in the R&C sector, Q1-2015 slowed as R&C 
companies assessed the results of the holiday season and 
entered the annual financial reporting cycle. While there 
are a few R&C companies in the pipeline, there were only 
four that publicly filed for the first time in 2015 (through 
April 2), indicating that Q2-2015 may continue the slower 
pace seen in Q1-2015. However, the recent pricing history 
and the much higher than market returns will continue to 
make an IPO exit attractive to R&C companies and 
investors. 
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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 first quarter of 2015, the top ten retail and 
consumer deals with disclosed transaction multiples 
ranged in value from $0.5 billion to $54.5 billion. Revenue 
multiples ranged from 0.2x to 3.0x, with an average and 
median of 1.3x, respectively. EBITDA multiples ranged 
from 7.9x to 22.6x, with an average and median of 15.5x 
and 15.7x, respectively.  

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 

3/25/15 HJ Heinz Co. Kraft Foods Group Inc. 53,100 3.0x 22.6x 

2/04/15 Staples Inc. Office Depot Inc. 6,306 0.4x 12.9x 

2/03/15 The JM Smucker Co. Big Heart Pet Brands Corp. 5,800 N/A N/A 

1/12/15 AmerisourceBergen 

Corp. 

MWI Veterinary Supply Inc. 2,500 0.8x 18.5x 

2/11/15 Rite Aid Corp. Envision Pharmaceutical Services 2,011 N/A N/A 

1/13/15 Mohawk Industries Inc. IVC Group NV 1,200 1.8x N/A 

1/26/15 Post Holdings Inc. MOM Brands Co. 1,050 N/A 7.9x 

2/02/15 Performance Food 

Group Co. 

US Foods Inc. - 11 Distribution Centers 850 0.2x N/A 

1/06/15 Coach Inc. Stuart Weitzman Holdings LLC  574 1.9x N/A 

3/12/15 Levy Acquisition Corp. Del Taco Restaurants Inc. 500 N/A N/A 

Average: 1.3x 15.5x 

Median: 1.3x 15.7x 

Max 3.0x 22.6x 

Min 0.2x 7.9x 

 

1 Transaction data provided by Capital IQ, Inc. Selected transactions represent largest retail and consumer products acquisitions during first 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 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 December 31, 
2014, 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 

  

Closed 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% 0.0% 2.1% 2.7% 

8/28/2014 Tyson Foods Inc. Hillshire Brands Co. 7,727 51.7% 48.3% 46.2% 5.4% 0.0% 0.1% 

4/1/2014 Anheuser-Busch 

Inbev 

Oriental Brewery Co. 

Ltd. 

5,800 20.5% 79.5% 20.5% N/A N/A N/A 

10/1/2014 Archer Daniels 

Midland Co. 

WILD Flavors GmbH 3,129 39.4% 60.6% 8.5% 19.7% 0.0% 11.2% 

1/28/2014 Kroger Co. Harris Teeter 

Supermarkets Inc. 

2,658 38.2% 61.8% 29.5% 0.0% 5.1% 3.6% 

6/2/2014 Post Holdings Inc. Michael Foods Inc. 2,500 53.1% 46.9% 8.6% 44.5% 0.0% 0.0% 

1/8/2014 Darling 

International Inc. 

VION Ingredients 

Nederland B.V. 

2,173 39.8% 60.2% 2.7% 0.0% 0.0% 37.0% 

1/17/2014 CVS Health Corp. Coram L.L.C. 2,100 24.2% 75.8% N/A N/A N/A N/A 

1/2/2014 Advance Auto 

Parts Inc. 

General Parts 

International Inc. 

2,040 50.0% 50.0% 21.1% 21.8% 3.7% 3.3% 

      Average: 41.6% 58.4% 23.7% 12.2% 1.4% 8.6% 

      Median : 41.1% 58.9% 21.1%   5.8% 0.1% 3.5% 
 

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 and Capital IQ, Inc. data 



12 Q1 2015 update 

We expect that the retail and consumer sector will likely 
continue its positive momentum 

Conclusions 

Seven mega deals drove the activity during the quarter, 
anchored by a food and beverage deal, which was the 
largest seen in the sector for several years. This led to 
strong year-over-year quarterly comparisons.  

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. 
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. Other key themes continued to play out, 
including continued shareholder activism and cross border 
activity. 

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

 Continued shareholder activism, putting pressure on 
companies throughout the sector to more assertively 
articulate and execute on a focused strategy and efficient 
operations - see Spotlight article on the next page. 

 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.  

 Companies continuing to acquire capabilities or 
collaborate on ways to track and utilize customer data to 
enhance customer value propositions. 

 Private equity firms continuing to compete with strategic 
buyers for deal targets.  Branded companies are looking 
for capital infusions to fuel expanded growth that 
includes adding store locations, extending their brands 
into other product categories and into new geographic 
markets, often overseas.   

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

 Companies adopting an asset-light model, operating 
more heavily through online and digital mediums.  

 

 
 

 

 Low interest rates creating opportunistic debt markets, 
coupled with growing consumer sentiment. 

Sector deal activity is off to a good start with the Q1 results, 
and we expect that the R&C sector will likely continue the 
positive momentum which we have seen over the last few 
quarters in 2014. 
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Shareholder Activism: Strategies for mitigating risk and 
responding effectively1 

Over the past four years there has been a substantial 
increase in shareholder activism. Assets under 
management by activist vehicles grew from 
approximately $30 billion in 2008 to over $100 billion 
in 20142. In 2014 alone, these funds raised $14 billion of 
new money which represented 20% of all the inflows 
into the hedge fund market3.  

Activists are achieving significant returns for their 
funds’ shareholders and outperforming the market. As a 
result, there has been a fundamental shift in 
shareholder sentiment. Activists are no longer seen as 
the villains or the corporate raiders. Instead they are 
viewed as legitimate investors who are seeking broad 
increases in shareholder value. Today’s activists are 
both sophisticated players and successful in exerting 
influence. They have shown that they can not only 
propose highly qualified board members, but that they 
have the clout to get them elected. Activists are also 
adept communicators, providing detailed roadmaps for 
how companies can optimize performance and improve 
business value. 

The increase in shareholder activism has placed many 
companies on notice, motivating them to become more 
proactive about examining their portfolios and 
capabilities and determining what fits both strategically 
and financially. 

The fallout from being targeted 

When an activist reveals their interest in a company, the 
impact is sometimes substantial. For one, management 
distraction is inevitable. These are public battles that 
tend to be played out on the front pages of the business 
press, and the public relations toll can be devastating. 
When the activist’s position is that the management 
team is underperforming, this can become a self-
fulfilling prophecy if management, in an effort to 
respond, takes its eye off the day-to-day running of the 
business.  

There is also a financial impact. The legal and advisory 
costs of a proxy battle can soar into the $10 to $20 
million range—not including the internal resources and 
time spent interacting with advisors, which can 
potentially double the cost. Finally, there is the business 
disruption itself. Relationships with suppliers and 
customers can be negatively influenced. Employee 
morale suffers, and top talent may start heading for the 
exits. It can also be difficult for management to attract 
top talent during periods of uncertainty.  

 

 

 

On average, it takes about eight months for a full proxy 
battle to be resolved. Given the associated costs and 
potential damage that can occur over such a protracted 
period, it is critical that management makes a concerted 
effort to mitigate the risk of attracting activist attention 
and prepare for the possibility by assessing exposures, 
evaluating strategic alternatives, and formulating a 
response in advance.  

Why activists come knocking  

There is no typical target profile for activist investors, 
either in terms of size or industry. Rather, activists are 
looking for companies where management is either 
unable or unwilling to address issues that seem 
apparent to the market, investors, or analysts. There are 
a number of indicators activists tend to look for (see 
“Activist targeting criteria”), from poor stock or 
financial performance to a suboptimal capital structure.  

But the story goes beyond financial metrics. For 
example, when a company has a weak pipeline of new 
products, coupled with a lackluster track record for 
innovation, it can become a potential candidate for 
activists. The absence of a coherent strategy also puts 
companies in the running. Turnover in leadership is 
another red flag, and an activist threat can be a 
particular challenge for an incoming management team, 
because it can take time for a new team to get its 
bearings and articulate a strategy. If an activist comes in 
and tells a better story than the one management is 
telling, management’s hands may be tied before they 
can throw the first pitch. Of course, transparency, 
consistent messaging, and open communication are 
important regardless of whether management is old or 
new. Without these, companies can be fairly certain that 
they have a bull’s eye on their backs. 

 

 

 

2. David Benoit, “Activists Are on a Roll, With More to Come,” The Wall Street Journal, January 1, 2015. 

3. “Activist funds: An Investor Calls,” The Economist, February 7, 2015. 

1. Abridged from “Shareholder Activism: Strategies for mitigating risk and responding effectively,” PwC; Strategy&, March 2015. 
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Activist targeting criteria  

• Poor market performance versus peers 

• Poor financial performance versus peers 

• Lack of new products or innovation (propensity to 
update existing products versus bringing new 
products to market) 

• Lack of coherent strategy for portfolio of businesses 

• Suboptimal capital structure 

• Turnover in leadership 

• Lack of transparency and communication 

Activist-proofing the organization 

A company that can align its strategy with its most 
important capabilities, optimize its portfolio of 
businesses, and develop an articulate shareholder 
communications approach, can not only avoid an 
activist attack but is well positioned to outperform the 
competition. 

Capabilities-driven strategy 

We use a framework called a “capabilities-driven 
strategy” and a concept that we refer to as “coherence” 
to illustrate how companies can win in the marketplace. 
Examining strategy through a coherent lens will surface 
the same threats and opportunities that are likely to 
occur to activists. Coherence describes the close 
meshing of three important elements of a company’s 
strategy: its core value proposition to customers, the 
products and services that fit within this model, and its 
capabilities system – the things it is able to do in 
delivering those products and services to customers that 
set it apart from the competition (see Figure 1). 

Figure 1: Three components of coherence 

 

 

 

 

 

 

 

 

 

 

Capabilities are the glue that holds the business system 
together, and getting them aligned is extremely 
important. Capabilities must be a combination of things 
that, when assembled in a particular way, can be hard to 
replicate. These can include processes, tools, 
knowledge, skill sets, human capital, or even how a 
company is organized.  

Grouped together, capabilities define the way that work 
gets done, and they become a part of a company’s DNA. 
And only a handful of capabilities are truly 
differentiating. 

For example, in the food industry, a leading snack food 
company has built up an efficient direct-to-store 
delivery system that can reach even the tiniest channels. 
It uses very small trucks to deliver to outlets such as 
convenience stores and gas stations, and it has devised a 
logistics system that allows it to do this economically. 
Being able to service channels of this size gives the 
company an enormous amount of control over what 
goes on the shelf and how much shelf space it gets 
versus the competition, which uses a different, less 
accommodating delivery approach.  

A number of studies, including several conducted by 
Strategy&4, have concluded that companies with a 
coherent strategy, and those that factor capabilities into 
their deal making, tend to outperform their peers. This 
also holds true for companies that choose to split into 
separate businesses. Such business separations are a 
sweet spot for shareholder activists, and within the past 
few years, external pressure on companies to consider 
separation has increased substantially. In addition, 
Strategy&5 studies on the food industry showcase the 
need for companies to incorporate capabilities for 
growth especially considering the changing landscape 
with omnichannels.  

Communication and transparency 

Open communication is one of the best antidotes to 
activist scrutiny. Companies need to start thinking 
about how they are going to engage with shareholders 
via more open, two-way forms of communication. In the 
case of shareholder activists, company management 
needs to seek them out so they can understand their 
perspectives and concerns. A chief weapon of activists is 
their ability to tell a better story than a company’s 
management. Companies that can articulate their 
strategy--and make a compelling case for why it’s the 
best approach—are far more likely to convince 
shareholder activists to choose a different hunting 
ground. 

Conclusion 

Shareholder activism is on the rise. To avoid disruption, 
corporate executives need to think like activists, and 
activist-proof their businesses. A well-articulated 
strategy supported by a proactive assessment of the 
company’s existing portfolio is central to this approach.  
By telling a clear story and openly communicating with 
shareholders and investors, companies can minimize 
the risk of becoming an activist target and ensure that 
their strategic agenda remains front and center.  

To download the entire document, click here. 

To download the Strategy& food industry M&A 
publication, click here. 

 

 

 

4. Gerald Adolph, Cesare Mainardi, and J. Neely, "The Capabilities Premium in M&A," Strategy + Business, Issue 66, Spring 2012 

5. Abridged from “An Appetite for M&A: How Food Companies Can Buy and Sell Their Way to Competitive Advantage,” PwC; Strategy&, March 2015.  

How are we going to create value 
for our customers in this market? 

What do we 
need to do 
well to deliver 
that value 
proposition?  

What are we 

going to sell in 

this market 

and to whom? 

Right  

to Win 

http://www.pwc.com/en_US/us/transaction-services/publications/assets/shareholder-activism.pdf
http://www.strategyand.pwc.com/global/home/what-we-think/reports-white-papers/article-display/appetite-for-mergers-acquisitions
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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 March 31, 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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