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Strong M&A Activity Continues in Q2

Strong Food & Beverage (F&B) industry M&A activity continued in Q2 2017 with
77 completed transactions during the quarter. This represents a 40% increase
year over year (YOY) and a 6% increase year to date (YTD) versus 1H 2016.

Barring any extraneous geopolitical events (e.g. North Korea) we expect the
second half of 2017 to be equally strong given 1) valuations remain at peak
levels, 2) credit markets are still highly accommodative, 3) strategic buyers are
still hoarding cash, 4) private equity’s capital overhang is at or near historical
highs, and 5) large consumer goods companies continue to seek to improve
margins through divestitures of non-core brands while, at the same time,
pursuing innovation through acquisition of healthy, organic, and clean label
brands.

KEY Q2 TAKEAWAYS

= Continued strong overall F&B industry M&A activity

= Reported transaction value for the quarter was the second-highest in recent
memory

= Strategic buyer activity surged 36% YoY (10% YTD)

= Cross-border M&A activity remains strong

, = Stock market and overall valuation levels at or near all-time highs

l I = Debt and equity financing remain in ample supply and at attractive rates

ﬁxr‘d = Key macroeconomic indicators remain strong
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HISTORICAL M&A VOLUME & VALUE
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Quantifying the Increase in Valuations

Across all sectors of the economy, we estimate that transaction valuations are
one to two multiples of EBITDA higher than just a few years ago, with F&B at
the upper end of that range.

We analyzed every F&B transaction with publicly available information over
the past four years. We then ran a linear regression against all such data
points. This analysis revealed that, as expected, valuations in F&B have
increased approximately 2.2x in the past few years. Valuations at these levels
are unprecedented.
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M&A Valuations Deviate from the Public
Markets

The past twelve months have been a difficult period for large, publicly traded
F&B company stock prices. Except for Protein (which was itself recovering
from a severe dip mid-2016) all subsectors underperformed the S&P while
three subsectors (Retail, Packaged / Manufactured, and Distribution) are
actually down YOY. The downturn in Retail is clearly a reaction to the
recently announced AMZN/WFM transaction while Packaged / Manufactured,
in spite of the recent pullback, is still up 54% over the past three years.
Distribution is a bit of an oddity as there have been several companies within
broadline and specialty distribution that have recently sold between 8-10x
EBITDA, which is materially higher than valuations similar businesses would
command in a more “normalized” market environment. The decline in our
Distribution index is due to company-specific factors among several names in
the space (CORE, SPTN, UNFI) as the two largest broadliners (SYY and USFD)
are flat-to-up in the past year. Furthermore, the sector as a whole is trading at
a very respectable 9.5x forward EBITDA.

RELATIVE SHARE PRICE PERFORMANCE
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About This Piece

This Food & Beverage Industry
Update is authored by Gian G.
Ricco. Gian is a Director within
Stout’s Investment Banking
group and resides in the Chicago
office. This piece is exclusive to
Stout Risius Ross, LLC (Stout)
and is based on proprietary data
continually collected by Stout on
several hundred relevant deals.
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Recent Food & Beverage Experience
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About Stout Food & Beverage

Stout’s dedicated Food & Beverage practice consists of seasoned industry
professionals who provide customized, sector-focused strategies relating to
mergers & acquisitions, private financing of debt & equity, special situations &
distressed M&A, strategic alternative assessments, and valuation advisory. We
advise companies with operations spanning the entire supply chain, including
the processing, manufacturing, distribution, and retailing of both branded and
private label products on a regional, national, and international level.

Please visit stoutadvisory.com/industries/consumer-retail-food-beverage for
more information.

This document is intended to provide an overview of certain information relating to the food and beverage industry. The
material presented herein is based on certain sources and data we consider reliable; however, we make no representations
as to its accuracy or completeness. The information presented is as of the date provided herein, and we have no obligation
to update the information.

This document is intended for the private use of the recipient for informational purposes only, and we are not soliciting any
action based upon it. The material is for general information only and should not be construed as containing any specific
advice or recommendation. No part of this document may be copied, photocopied, or duplicated in any form by any means
or redistributed without the express written consent of Stout Risius Ross Advisors, LLC.
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