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Robust consumer/retail and leisure M&A climate continues 
By Anthony Valentino 
July 24, 2015 

Consumer/retail and leisure M&A is anticipated to remain active in 2H15 as private equity firms and strategics 
continue to actively scout the middle market for acquisitions in high-growth areas such as cosmetics and 
branded food and beverages. 

Over the past year, a number of large consumer companies have made acquisitions outside their traditional 
realm, a trend that is expected to continue. Recent examples include Hormel Foods’ (NYSE:HRL) acquisition of 
natural and organic meats manufacturer Applegate Farms in May for USD 775m, Mondelez International’s 
(NASDAQ:MDLZ) move into the “free from” snacking category with its February buy of Enjoy Life Foods and 
the March acquisition of the Bourjois cosmetics brand by Coty (NYSE:COTY). 

“These are ideas that have been sitting in people’s drawing board for a long time,” said Greg Pearlman, 
managing director and Head of the Food, Consumer & Retail group at BMO. “Now they’re empowered to do 
them.” 

For many of these companies, the acquisitions represent a “pivot” in strategy, noted Bruce Cohen, leader of 
consulting firm Kurt Salmon’s private equity and strategy group. Businesses are maintaining their core set of 
capabilities, while venturing into markets with especially high growth or that resonate with a different set of 
consumers, he said. 

Going forward, this cycle is likely to continue, with consumer products giants such as Cincinnati, Ohio-
based Procter & Gamble (NYSE:PG) and Minneapolis-based General Mills (NYSE:GIS) either rumored or 
confirmed to be actively seeking portfolio optimization. 

As these companies scout growth, they will likely continue to dip into the middle market, often encroaching on 
deals once dominated by private equity. In lieu of competing against strategics, many of these PE firms will 
move towards either high or low-end niche businesses, an area where strategics dabble less frequently, Cohen 
said. As an example, he pointed to Bain Capital’s acquisition of a majority stake in Canada Goose, which 
makes luxury parkas. 

Financial sponsors will also seek targets that take advantage of growth trends in the new economy. As 
examples, Pearlman cited the boutique fitness space where companies such as Core Power Yoga and Pure 
Barre received significant investments from Catterton Partners in recent years. 

Cohen pointed to consumer services businesses such as delivery services, digital printing and theft prevention. 
An example of a recent deal in the space includes the 2015 sale of Minnesota-based Restaurant 
Technologies to Aurora Capital, he said. 

Many consumer businesses are also heavily leveraging technology, such as GoPro (NASDAQ:GPRO), 
InstaCart and Wayfair (NYSE:W). With technology’s growing influence, the consumer sector is enticing more 
interest from venture capital then it has in years past. These businesses are not simply online businesses, 
Cohen noted, but products that offer “real advancements.” 

As for traditional retail, troubled operators in search of writing a turnaround story might turn to private equity firms 
to help cut costs and marry their brick-and-mortar and e-commerce operations. Others, like Bob Evans 
Farms (NASDAQ:BOBE) in the restaurant space or furniture maker and retailer Ethan Allen 
Interiors (NYSE:ETH), could look to leverage their real estate portfolio to unlock value for shareholders. 
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With regards to deal financing, Pearlman noted that increased regulatory oversight on lending practices has 
made a noticeable impact on deal leverage. Companies are being “much more thoughtful and selective” 
regarding the deals they are considering, he said. 

At the highest level, the leisure sector – which includes such disparate businesses as movie theatres and golf 
courses – is poised for a strong period of M&A thanks to rich valuations in the public markets and cheap 
borrowing costs, said Ari Glazer, managing director at Citigroup. 

However, the likelihood of consolidation varies widely depending on industry. Less concentrated industries, such 
as the ski resort space, are more likely to see deal making activity as large public companies roll up smaller, 
privately owned rivals, he said. 

Foreign capital, especially from China, could also spur increased deal making in the coming months, Glazer 
added, especially if the recent strength of the US dollar begins to soften. Examples of major Chinese 
acquisitions in the past several years include Dalian Wanda Group’s purchase of Kansas-based AMC 
Entertainment Holdings (NYSE:AMC). 

In the lodging sector, a flurry of M&A among major hotel operators is unlikely, as the cost synergies from 
potential deals would in most cases be offset by the difficulties of housing competing brands within a single 
combined entity, said Larry Kwon, managing director at Moelis & Company. Kwon added that a more likely 
source of M&A would be roll ups of smaller hotel operators by larger rivals. 

There is also room for consolidation among publically traded hotel REITs, which own real estate in the hospitality 
space, Kwon added. One potential catalyst might be a slowdown in the recent surge of real estate prices and 
revenue per available room (RevPAR), which could prompt executives to seek other means of adding value to 
shareholders, including M&A, he said. 

 

 


