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M&A activity - Q2 2013

Q2 2013 - a steady uptick in
activity after a subdued first

= Number of deals

Announced M&A activity in food and beverage - quarterly

m—\/alue of deals (£ million)

. . 60 13,000
quarter, but caution prevails o
Having experienced a shaky start to 2013, " 1;882 =
the encouraging news is that deal activity . 9@00 £
has begun to recover with Q2 2013 8 con o
volumes up 21% on the previous quarter, & 7000 2
bringing them back in line with deal é o 6000 2
volumes of the same time last year. = 5,000 Goj)
It’s not all positive news however, deal 0 4000 S
values remain largely stagnant, only 6% 3,000
up on last quarter. In terms of deal value, 10 2,000
this year is considerably more modest 1,000
than last year with values down 30% on 0 o Q2 03 o 0l 02 03 0 o 02 03 0 o o2
Q2 2012 figures. 2010 2010 2010 2010 2011 2011 2011 2011 2012 2012 2012 2012 2013 2013
...however, Private Equity activity is NB: the spike in 2010 deal values is attributable to the Q1 acquisition of Cadbury by Kraft for £11.9 billion
considerably less circumspect
Private Equity (PE) has seen a strong Announced PE activity in food and beverage - quarterly
increase in activity with Q2 2013 e Nurber of deale — Value of deals (£ million)
experiencing a 100% increase in deal 8 2,000
activity on the previous quarter and an ; 1,800
increase of 20% in deal value. In fact, PE 1,600
deal values have been steadily on the up 6 s B
again since Q3 2012 and not only that, the ¢ | ’ E
value of PE deals in the first half of 2013 s 1200 =
outstrips the value of deals for the whole 3 4 1000 &
of the previous year approximately four E E ‘ 800 <
times over. o0 s
2
...perhaps signalling an increased 400
appetite amongst PE for bigger ! . ‘ ‘ ‘ i 200
transactions 0 a Al L = 0
~S IS IS Y00 © 600 0 O & & &0 © O O O —~ — —~ —~ N N N N M o™
BB8BE38E8888¢E53¢28858¢8¢88¢8¢4¢
It would seem that this increased value 2823239833933 38332398833239383 8

of PE backed deals may indicate an
escalating amount of PE activity in the
big ticket space. Indeed, both of the large
deals that took place this quarter (the
acquisitions of Euro Cater and R&R Ice
Cream) are PE deals. Does this indicate
an increase in activity amongst the larger
PE houses who have recently faced tough
competition from trade buyers in the race
to acquire prestigious consumer brands?
We need only think back to December
2012 when Intersnack was victorious in
the race to acquire KP Snacks, despite
tough competition from several PE houses.
Alternatively perhaps trade buyers are
becoming slightly more cautious in light
of market conditions and less aggressively
acquiring.

“As-anticipated in
the last edition of Bite Size,
M&A activity evels.are beginning to
pick up-and thraugh conversations with
our clients | amr detecting there is an air of
cautious optimism. Those in,the food and
beverage sector really do feel that things
are beginning to improve; that many have
begun 1o resolve operating isstes brought
about by the economic climate, raw material
price fluctuations and damaging food scares.
Whilst.some of this optirhism could be attributed
to the amazjng Sunshine we have recently been
experiencing, it is.underscored by this increased
deal activity and'the-continued-interest in"UK
business from abroad.’However, we must still bear
in mind that corporates.remain somewhat cautious
about whether to hold on to cash for reinvestment.”

Trefor Griffith
Head'of Food and Beverage

Business failures decline for the third
consecutive quarter

In Q2 2013 the rate of business failure
declined once again, this time down 14%
on the previous quarter.”?

This is encouraging news and provides
some hope for the beginning of a recovery
in the sector.

It is however, interesting to note that the
first half of 2013 has experienced exactly the
same number of business failures as the first
half of 2012. So perhaps its as well to remain
cautious until we have visibility on Q3 2013
numbers.

This quarter the sub-sector that has seen
the most distressed activity has been that of
Bakery. It was speculated in last quarter’s
Bite Size that perhaps the Meat, Fish &



Poultry sector would begin to see the effects
of the horsemeat scandal in the coming
months, however there is no evidence of
this filtering through to administrations and
liquidations just yet.

Foreign investment in UK and Ireland
based companies picks up pace

Acquisitions of UK and Irish companies
by foreign entities increased in Q2 2013
with activity being 67% up on Q1.
In fact, foreign investment in UK and
Ireland appears to be steadily increasing.
In Q2,27% of all investment in UK
and Irish companies was foreign (i.e.
the acquirer being based outside of the
UK and Ireland), whilst in Q1 2013 and
Q4 2012 that figure was at 16% and
18% respectively. This is an increase
of approximately 10% on the previous
quarters. Of that investment, Europe and
the United States are consistently the most
active domiciles of acquirers.

This is confirmed if you look at the
Deals Summary for Q2 2013. Of all the
deals featured, half of them have been

acquired by US or Europe based companies.

Cloetta, a Scandinavia based confectionery
company which itself, though listed, has PE
investment in the form of Nordic Capital
has bolstered its natural confectionery
offering with the acquisition of Goody
Good Stuff, US based Flagship Food
Group (also PE backed, in the form of
Creo Capital) has acquired foodservice
dips, sauces and menu solutions company,
Atlantic Foods, Hain has continued with its
buying spree, acquiring Ella’s Kitchen with
a view to expanding its children’s foods
portfolio. R&R Ice Cream has changed PE
hands, going from Oaktree Capital (US
headquartered) to PAI Partners (France
headquartered) following its acquisition

of major competitor Frederick’s Dairies,
not to mention the indirect acquisition of
Plum Baby by US based Campbell’s Soup
Company in June (which is not included

in the Deal Summary as technically
Campbell’s acquired Plum Baby’s US
parent, Plum Organics rather than acquiring
a UK or Ireland company directly).
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Sector Date

u Dairy/Frozen
m Catering

Ta'rget.
Apr-13 R&R Ice Cream

Date

Sector

Target

?Y Alcoholic Drinks  Apr-13  Burn Stewart Distillers

Small deals with disclosed values (<£50m deal value)
oy -

Target

Large deals with disclosed values (>£250m deal value) (3]

Apr-13  Euro Cater A/S

Mid market deals with disclosed values (£50m - £250m deal value)

Deal value

Acquirer . (£ million)
PAI Partners SAS 7155
Intermediate Capital Group 722

. et Dealvalue_'
Acquirer r (£ million)-

Distell Group 160.6

Deal value

Acquirer ! (£ million)

?Y Alcoholic Drinks  Jun-13  Cornish Orchards Fuller, Smith & Turner 3.8
@ Dairy/Frozen Apr-13  Fredericks Dairies R&R Ice Cream 49.0
Key undisclosed deals
: Goody Good Stuff
Confectionery May-13 (FTF Sweets) Cloetta AB ND
Bakery May-13 Giles Foods Warburton's ND
Meat, Fish & . .
Poultry May-13 Atlantic Foods Flagship Food Group ND
Functional May-13 Ella's Kitchen Hain Group ND

However, whilst geographies such
as India, Africa and the Far East do not
appear to be acquiring UK and Irish
assets in any kind of volume, their interest
should not be underestimated. Some will
undoubtedly follow in the footsteps of
Bright Food Group (China), Mizkan
(Japan) and IHC (India) and continue to
make strategic acquisitions when good and
ready. As exemplified by South Africa’s
Distell Group’s acquisition of Burn
Stewart Distillers in April for £161 million
with the specified purpose of enhancing
their global footprint as well as to capitalise
on Burt Stewart’s ‘heritage’ reputation.

Notes

[11 All deal activity is based on announced date of the
deal and includes deals where there has been any UK or
Ireland involvement (target or acquirer). Administrations,
liquidations and receiverships are collated but not counted
as M&A unless they have subsequently been acquired.

[2] Business failure data includes administrations,
receiverships and liquidations. For the purposes of collating
failure statistics, all ‘failures’ are counted irrespective of
whether they were subsequently acquired.

Only business failures announced in the press are included
in the count for years 2007-2011. For 2012 onwards
London Gazette data will also be included.

[3] Deal values are primarily sourced from corporate
websites, however if no press release is available they are
sourced from deal database BvD Zephyr or from press
commentary released at the time of the deal. Deal values
may subsequently be amended pending earn outs or other
finance arrangements or/and as further detail is released
by the acquirer.

Sources: All deal data is gathered as it takes place from
numerous sources including trade press, BvD Zephyr and
ThomsonReuters.



Q&A with Andros UK

Andros UK, a subsidiary of France’s Andros
Group, has grown rapidly since entering into
the UK market with its signature product
Bonne Maman jam in 1984. We asked Jean
Louet, Managing Director, a few questions
about Andros UK’s rapid growth and his
views on the market:

1. Andros UK grew by more than 30%
in 2012, a fantastic achievement in
difficult economic circumstances, how
did you achieve this and what was
your biggest challenge?

By the introduction of innovative
products and by gaining market share for
both brands and chilled desserts. Also,
by focusing on fewer priorities. Not
diverting from the core values of Andros:
producing efficiently, good, simple foods.
Not falling into the traps of fashions

and trends. Also by raising our technical
expertise. The biggest challenge was
finding the right people.

2. Over the next 12 months what

will be the key factors driving the
businesses’ growth?

Continued innovation, getting our
customers to understand and support our
business model and meeting their needs
on time, every time and investing further
in our business.

3. What do you think will be the biggest
challenge in the food and beverage
sector over the next 12 months?
Continued inflation. Not giving in to
the temptation of an easy fix in the face
of food quality concerns or lower
consumer spending.
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4. Are you coming across more
international competition?

Only in the sense that some British
companies with whom we compete

are being acquired by international
companies such as Muller and Hain
Celestial. Plus, despite the noise around
sourcing locally, the supply of foodstuffs
has genuinely become global and with
pressure from consumer buying power a
cheaper offer from anywhere in the world
will always be considered.

5. What is the biggest opportunity

as you see it for food and beverage
manufacturers over the next five years
and how are you addressing that?
There is so much opportunity to innovate
in ‘fresh foods’, in new packaging, in
new tastes and flavours that will capture
the consumers’ imagination and needs.
The future will belong to the pace-setters
who are fastest to get there. By the same
token, there is also a need to regain the
consumer’s interest in the ‘pleasure’

side of eating and drinking. There is a
distance that has been created in ‘modern
consumption’ whereby food is turning

Click here to download our case study which shows how Andros UK’s rapid growth
is supported by transfer-pricing and ongoing strategic advice from Grant Thornton
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increasingly into a non-emotional
convenience. Andros has always
emphasised the need for simple, natural
recipes, preserving the nature of good
ingredients and giving the consumer a
moment to remember. It will continue to
do so and communicate more about it.

What do you think?

Your thoughts and opinions are important
to us. Please let us know what you think of
this newsletter by contacting:

Trefor Griffith

Head.of Food and Beverage
* T+44 (0207728 2537

E trefor.a.griffith@uk.gt.com

Tracey Jarvis

Research Manager,
Food.and Beverage

T +44 (0)20 7728 3275
Etracey.jarvis@uk.gt.com
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