
Overview

2013 was a strong, eventful year for participants 
in the food and beverage (“F&B”) industry. 
Movements in commodity prices, shifts 
in consumer preferences, technological 
advancements and regulatory changes impacted 
industry players throughout the supply chain. 
Merger and acquisition (“M&A”) aggregate value 
and pricing multiples both increased from 2012, 
as buyers flush with cash pursued acquisitions. 
The Doeren Mayhew Food & Beverage Index 
outperformed the S&P 500 Index, and public 
company EBITDA multiples rose across all 
sectors.
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Industry Trends

Retail/Commodity Prices

2013 was another volatile year for commodity 
prices (chart at right). Wheat and soybean 
prices dropped moderately, while corn prices 
fell drastically by 35 percent, primarily due to 
the large crop harvest and reduced demand for 
ethanol and livestock feed. The drop in these 
input costs coupled with stable gas prices 
pushed food price inflation to a lower than normal 
rate of 1.4 percent for the year. The United States 
Department of Agriculture (“USDA”) expects food 
price inflation rates to “normalize” in 2014 to 
around 3 percent. 

The USDA also expects prices of beef to rise 
more than most other commodities in 2014 due 
to the abnormally cold weather conditions this 
winter, which have interrupted the cattle supply 
chain and increased production costs. With cattle 
inventory already low from the infamous drought 
of 2012, beef prices should lead the inflation 
figures for 2014. 

Organic Baby Products

With the continued focus on potential health 
risks of certain preservatives and hormones, and 
market perception of genetically modified foods, 
organic products continue to grow in popularity, 
especially for children. The increase in demand 
for organic baby foods has been a driver of M&A 
activity as companies add product lines and build 
market share through acquisitions. 

For example, in May 2013, Campbell Soup 
Company announced its intent to acquire Plum 
Organics, a provider of premium and nutritious 
organic baby foods, for $250 million. Campbell’s 

is seeking to enter the fast growing premium baby 
food market, which the company believes has 
been growing at 43 percent per year. 

Additionally, Hain Celestial announced its plan to 
buy U.K. based Ella’s Kitchen Group for almost 
$45 million. Ella’s Kitchen offers premium organic 
baby food in convenient flexible pouches serving 
the U.K., U.S. and Scandinavian markets. Hain 
Celestial believes this acquisition will complement 
its U.S. based Earth’s Best line of organic baby 
food. 

Lastly, Danone, the multi-billion dollar French 
food company, signed an agreement to expand 
its infant-nutrition division through the acquisition 
of Happy Family, a U.S. based maker of organic 
baby food. 

The demand shift toward organic baby food is 
expected to continue as parents worry about the 
contents of “normal” baby food and the desire 
to feed healthier, fresher foods to their children. 
Moreover, an improving economy will further 
bolster this trend as organic foods typically sell at 
premium prices. 

Commodity Prices
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Public Company Performance

The Doeren Mayhew Food and Beverage Index 
(see chart to right) reflects data from F&B industry 
participants that are broadly categorized as food 
distributors, food retailers, food processors and 
beverage companies. Public market information 
indicates food retailers, food processors and 
beverage companies have generally outpaced the 
S&P 500 Index since 2011. In particular, alcoholic 
beverage companies, such as Constellation 
Brands and Boston Beer, along with organic and 
natural food companies, such as United Natural 
Foods and Whole Foods Market, led the index 
with gains of over 100 percent each. 

As indicated in the table below, public company 
EV/EBITDA multiples increased across all of 
the four categories from the previous year. On 
average, public company EV/EBITDA multiples 
increased from 10.6x in 2012 to 12.5x in 2013. 

 Average Metrics
Historical 

Metrics

Category
 % of 52 

Week High

Enterprise 

Value

($mm)

Year Ended December 31, 2013 12/31/12

EV/

EBIT

EV/

EBITDA
EBITDA %

EV/

EBITDA

Food Distributors 81.6% $        8,335 14.3x 10.5x 4.7% 9.2x

Food Retailers 90.9%         31,425 16.1x 11.6x 13.5% 10.1x

Food Processors 92.5%         62,089 15.8x 12.6x 16.9% 11.2x

Bevage Companies 96.3%         43,682 19.2x 15.2x 23.6% 12.1x

Average 90.4% $      36,383 16.3x 12.5x 14.7% 10.6x

As of 12/31/2013
Sources: Public company filings; certain information taken from S&P Capital IQ
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E-Commerce

As consumers become more tech-savvy, online 
service has become a major focus for F&B 
companies. Through both organic and inorganic 
growth strategies, companies are attempting to 
advance the e-commerce trend. 

Amazon continued to push the trend by 
expanding AmazonFresh, a home grocery delivery 
company, to serve the San Francisco market in 
late 2013. Google also entered the foray through 
Google Shopping Express, a same-day shopping 
service that delivers goods from traditional 
retail stores, such as Costco and Whole Foods, 
to consumers. Google Shopping Express was 
launched in the spring of 2013 and currently 
services the San Francisco and Silicon Valley 
areas on a free-trial basis only. 

Other smaller companies have chosen to follow 
this trend via acquisitions. For example, two startup 
companies, Seamless and GrubHub, decided to 
merge earlier last year. Both companies provide 
services for ordering takeout food via the internet. 
Another example is the acquisition of Good Eggs, a 
farm-fresh grocery delivery company, by LolaBee’s 
Harvest, a San Francisco based online farmers 
market and food delivery service.

This shift from bricks-and-mortar to online sales 
is expected to grow as consumers continue to 
seek convenience. Industry experts estimate 
the online grocery industry alone grew revenue 
at 6.8 percent in 2013 to reach $6.5 billion and 
is expected to grow at a 9.2 percent annual 
growth rate to reach to $10.1 billion by 2018. 
The general shift towards online food services is 
likely to increase M&A activity as companies try to 
accommodate the increased demand.

Food Safety Modernization Act

The Food Safety Modernization Act (“FSMA”), 
which was signed into law in 2011, ensures the 
safety of U.S. food supply by focusing more on 
contamination prevention than response. The 
implications of the act became clearer in 2013 
as the FDA began releasing rulings. The rulings, 
which have yet to be finalized, include increased 
monitoring and inspection of plants, stronger 
foreign supplier verification programs, and safer 
requirements for transportation of human and 
animal food. Unfortunately, increased regulation 
means increased cost of compliance for business 
owners. If smaller companies find compliance to 
be too costly or too cumbersome, selling their 
company might be their preferred course of 
action. This could lead to increased M&A activity. 

M&A Activity

U.S. F&B Transactions

The number of announced U.S. food and 
beverage transactions decreased by 6 percent 
from 407 in 2012 to 382 in 2013 (chart below). 
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However, aggregate deal value almost tripled, 
reaching over $60 billion in 2013. A majority of this 
growth is attributed to Berkshire Hathaway and 3G 
Capital’s acquisition of H.J. Heinz for almost $28 
billion (see below Notable Transactions for further 
information on this transaction), which is one of 
the largest takeover prices ever in the industry. 
Even if this transaction is excluded from the 
numbers, 2013 still posted strong value growth.

Financial buyers made significant investments in 
the F&B industry last year – not only in terms of 
the number of investments, but also in terms of 
size. Four of the top thirteen deals (by enterprise 
value) involved a private equity buyer: 

•	 Berkshire Hathaway and 3G Capital’s 
acquisition of Heinz for nearly $28 billion

•	 Crestview Partner’s purchase of DS Waters of 
America for $920 million

•	 Apollo Group’s acquisition of certain assets of 
Hostess Brands for $410 million

•	 TPG Capital’s purchase of Arden Group for 
over $350 million

Overall F&B deal activity was strong in 2013. 
Improved economic markets, stronger credit 
markets and greater consumer confidence all 
supported performance. Moreover, both strategic 
buyers and financial buyers were flush with cash 
and looking to deploy capital. As conditions 
continue to improve, we expect even stronger 
M&A activity in 2014.

Industry Multiples

Based on publicly disclosed data, average 
transaction EV/EBITDA multiples grew from 9.3x 
in 2012 to 9.4x in 2013, reaching the highest level 
over the last five years. This growth mirrored the 

increase in public company multiples, reflecting 
the overall health of the F&B industry.

Notable Transactions

A few notable F&B transactions which occurred 
in 2013, highlighted in the table on page 4, are 
described below: 

•	 The largest transaction in the F&B industry 
in 2013 was Berkshire Hathaway and 3G 
Capital’s acquisition of ketchup maker Heinz 
for nearly $28 billion (enterprise value). 3G, a 
Brazilian company, drove the acquisition of 
Heinz by pulling in and partnering with Warren 
Buffet, who is known for his expertise in 
owning large, popular American brands. Heinz 
was an attractive acquisition due to its brand 
strength and strong global footprint.  

•	 Another cross-border deal that occurred this 
past year was China based Henan Shineway 
Industry Group’s purchase of Smithfield 
Foods, a U.S. based pork producer, for 
$7 billion. This deal helps Shineway meet 
increased pork demand in China, which is 

Food and Beverage Transaction Multiples
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growing due to a rising middle-class and 
change in diet preferences for more protein. 
Moreover, it gives Chinese consumers more 
access to imported meat from the U.S., which 
is held to stricter regulations and is considered 
a more reliable food source. 

•	 One of the largest deals announced last year 

involves two U.S. based food distributors, with 
Sysco purchasing U.S. Foods for $8.2 billion. 
But, the deal is drawing antitrust scrutiny from 
U.S. regulators and the approval process is 
likely to continue for several months. If this 
transaction closes, it is not expected before 
the third quarter of 2014. 

Date Target Buyers Enterprise 
Value ($M)

EV/ 
EBITDA

EV/ 
Revenue

Feb-13 H. J. Heinz Company Berkshire Hathaway; 3G Capital $     27,581 13.6x 2.4x

Dec-13 US Foods, Inc. Sysco Corporation (NYSE:SYY)  8,256 10.5x 0.4x

May-13 Smithfield Foods, Inc. Henan Shineway Industry Group  7,115 9.8x 0.5x

Jan-13 New Albertson's, Inc. Albertsons, LLC  3,300 - -

Jul-13 Harris Teeter Supermarkets (NYSE:HTSI) The Kroger Co. (NYSE:KR)  2,497 7.1x 0.5x

Oct-13 Del Monte Corp., Consumer Products 
Business Del Monte Pacific Ltd. (SGX:D03)  1,675 - -

Jun-13 Dole Food Company Inc. DFC Holdings LLC  1,493 14.4x 0.3x

Jul-13 DS Waters of America, Inc. Crestview Partners, L.P.  920 - -

Jul-13 Nash Finch Co. Spartan Stores Inc. (NasdaqGS:SPTN)  780 8.1x 0.2x

Jan-13 Conopco, Inc., Skippy Peanut Butter 
Business

Beijing Hormel Business Management Co. 
Ltd.  700 - 1.9x

Dec-13 Natural Selection Foods, LLC The WhiteWave Foods Company 
(NYSE:WWAV)  604 8.1x 1.3x

Jan-13 Hostess Brands, Inc., Certain Snack Cake 
Brands, Five Bakeries and Certain Equipment

Apollo Global Management, LLC 
(NYSE:APO); C. Dean Metropoulos & Co.  410 - -

Dec-13 Arden Group Inc. (NasdaqGM:ARDN.A) TPG Capital, L.P.  364 9.9x 0.8x

Sep-13 United Supermarkets, L.L.C. Albertsons, LLC  385 - -

Sep-13 Dakota Growers Pasta Company, Inc. Post Holdings, Inc. (NYSE:POST)  370 - -

Average $     3,763 10.2x 0.9x

Median $        920 9.9x 0.5x

Sources: Doeren Mayhew research; certain information taken from S&P Capital IQ
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2014 Outlook
The F&B industry had a strong 2013. Looking 
ahead, changes in consumer preferences, such as 
the push for online food services and organic baby 
foods, along with the implications from FSMA, 
could spur M&A activity. Deal activity will also be 
supported by cash-flush financial and strategic 
buyers looking for acquisitions, as well as lenders 
aggressively looking to deploy capital in strong 
F&B companies. All of these factors point to what 
should be a strong 2014 for transactions in the 
F&B industry.

Contact Information

Brian Basil
Director of Investment Banking
248.244.3257
basil@doeren.com

Nisha Raghava
Investment Banking Manager
248.244.3237
raghava@doeren.com

Global Resources

Doeren Mayhew leverages a national deal team and international resources to provide transaction  
advisory services to middle-market companies across North America and around the globe.
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