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Appetite for consumer assets likely to remain strong in 2H16, though challenges remain 
by Anthony Valentino 
July 5, 2016 
 
Following a sluggish start to the year, dealmakers in the US consumer sector are cautiously optimistic that deal 
activity will rebound moving into 2H16. While pipelines are brimming, a bevy of signed LOIs has not yet transpired, 
several dealmakers said. 
 
The current slowdown in consumer M&A can be attributed to a supply, not a demand issue, said Robert Brown, 
co-founder and managing director of Encore Consumer Capital. While great businesses continue to come to 
market, there are far fewer in play overall, leading to intense competition for these assets, he added. 
 
That trend will continue into 2H16, with fewer great assets overall and well-capitalized strategics channeling 
aggressive M&A strategies, said Josh Benn, managing director at Duff & Phelps. Heightened competition is 
witnessed on both sides of the deal spectrum, as potential acquirers jostle for pole position in auction processes 
and investment banks clamor for mandates. “I don’t think I’ve ever seen it as competitive as it is right now,” Benn 
said. 
 
The United Kingdom's decision to leave the European Union may impact some cross border M&A and further 
market uncertainty may stall large deals, said Bruce Cohen, head of management consulting firm Kurt Salmon’s 
private equity and strategy practice. However, a prolonged low interest rate environment and a capricious stock 
market driven by uncertain macro markets, not company fundamentals, may present buying opportunities for 
strategics and PE, he explained. 
 
While food and beverage had a relatively quiet first half of the year, it is not likely to stay quiet for a long period of 
time, said Benn. Snacking is a category with emergent appeal to the investment community, Cohen noted. This 
interest comes as consumer behavior around meals shifts away from three large meals per day to a greater 
number of smaller meals, often on the go, Cohen explained. 
 
Looking to apply manufacturing and product development expertise to brands that have increasing consumer 
credibility, strategics will continue to scout the middle market in search of those offering all-natural, organic 
products and/or clean or limited ingredients, said Brown. Brown mentioned recent sales of Pure Organic and 
Justin’s to The Kellogg Company (NYSE:K) and Hormel Foods (NYSE:HRL), respectively, as examples of this 
trend. 
 
While strategics are increasingly acquiring smaller companies, these targets are quality businesses, not ones that 
are fundamentally broken and need to be developed, Brown said. 
 
Continued consolidation within beer, spirits and wine is also expected to continue, Cohen said, pointing to large 
players such as Asahi (TYO:2502), Carlsberg (CPH:CARL-A), Constellation Brands (NYSE:STZ), Diageo 
(LSE:DGE) and Heineken (AMS:HEIA), as likely acquirers. 
 
Carve-outs from leading food and beverage players could also contribute to a boost in M&A totals, Benn and 
Cohen noted. Cohen said companies to keep an eye on in this regard, or as acquirers themselves, include 
ConAgra (NYSE:CAG), General Mills (NYSE:GIS), Hain Celestial (NASDAQ:HAIN), Mondelez International 
(NASDAQ:MDLZ) and SABMiller (LSE:SAB), the latter in terms of divestments as a precursor to securing 
regulatory approval for a sale to Anheuser-Busch InBev (NYSE:BUD). 
 
Profitable restaurant chains growing faster than the industry average will continue to attract heavy interest, said 
Akerman Partner Jonathan Awner. Yet, hesitancy on the part of some players may result from the potential for 
minimum wage increases and overtime rules going into effect in December, he said. 
 
Health and wellness related businesses, ranging from functional food and beverages to free-from personal care 
products, will continue to be a thematic focus for investors, Cohen stated. A resurgence in consumer services 
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businesses such as health clubs and beauty chains is being led by investors seeking targets with strong 
economics that offer a scalable, repeatable business model, he added. 
 
Other areas seeing increased interest from investors include outdoor products and personal care and household 
goods, Benn noted. 
 
US-based branded product businesses will continue to attract the strongest cross-border interest moving forward, 
Benn said. Luxury products in particular, are apt to draw continued interest from foreign buyers, particularly those 
in Asia, he noted. 
 
The retail environment remains challenging for business, as the US is “over-stored” and consumer behavior 
places added emphasis on growing an omni-channel presence, Benn explained. Acquirers have little to no interest 
in retailers who do not have an effective online strategy and/or struggle to control their brand, he added. 
 
According to Cohen, certain listed retailers may be best served going private, where they can take time to make 
investments needed to better serve the consumer, without the vagaries of the public markets. 
 
Valuations are holding firm for must-have consumer assets due to the scarcity of quality assets, a bevy of more 
aggressive strategic suitors and an influx of capital into consumer-focused funds, Brown said, These types of 
middle market deals are largely unaffected by the credit markets and macro economic challenges, he noted. 
 
Economic uncertainties as well as political apprehension ahead of November’s presidential election are potential 
headwinds the sector faces in terms of M&A activity, according to Awner, who said 2017 is apt to be a more fruitful 
year than 2016. “I tend to look at volume more than value,” Awner said. “Roughly 400 deals last year and my 
sense is if we get to 300 this year that would be good,” he added. 


