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Acquisition targeting for diabetic friendly foods

Case study
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BA devel oped a mar ket assessment of t he
market with potential acquisition candidates for a global confectionary player

Client Background

p>

The client is a leading player in global chocolate and sugar confectionery market with significant presence in North America

In order to strengthen its position in the growing health and wellness market in US, the client wanted to deliver a food product which
addresses a chronic health condition
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The client was seeking organic and inorganic growth opportunities through acquisitions

Key Highlights

A The project was conducted in the following three phases:
T Phase |: Analyzing US Diabetic Food market to identify attractive segments based on a set of attractiveness parameters
I Phase II: Studying and analyzing the best practices followed by competitors in the selected market segments
I Phase lll: Shortlisting and recommending potential acquisition targets in the selected market

A In addition to exhaustive secondary research, approximately 80 interviews were conducted with manufacturers, industry experts,
distributors, wholesalers, and retailers in the US Diabetic-friendly Food market

Key Business Questions

Which are the attractive What would be the potential
adjacencies which could be EBITDA and revenue given
entered to expand the business? future plans?

What is the potential growth opportunity
available in current businesses?
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An in-depth study of the Diabetic Food market was developed for the
US to come up with the most attractive market segment

What is the potential growth opportunity

available in current businesses?

lllustrative BA defined the criteria to assess the

The Diabetic Food Market can be divided into three segments based i f diff t t
on the composition and positioning of each attractiveness or difierent segments

based on market dynamics and client
Market Definition: The Diabetic Food Market comprises all those packaged foods and/or beverages designed to address

the needs of pre- and type ll-diabelics, either explicitly or implicitly strategic intent.
Segmentation: The marke! can be segmented by product lype along two dimensions: 1) The extent to which products

explicitly address the needs of diabetics (Diabetic Positioning) and 2) The extent to which products reflect the ideal dietary

composition for diabetics (Diabetic Ct ition) /

Demographics, behavidrnd preference are importa
y b

Market 3 T led Product that meets all  Backed by cli | i
owaris e i by o influence growth

i o'i mnsloldabie:lcw tals Ml,ﬁoiaims Diabetic-specific Food Diabetic-friendly Food Sugar-free Food

glycemic index, low in  related to specific

T i
Market 2 fats; high fiber; low

Diabetic Food Market

High

Diabetic Positioning
Medium

—~  NA M 1 H

sodium level Risein diabetic and diabetes- T H T H 1- H
[0} Markel2  Targeted towards Product that mests Nutritional content prone population
health and wellness one of the mast suggesls it can be
= Market 1 conscious people with  important diabetic beneficial for T
nutritional claims ® dietary needs, i.e., low diabetes patients, Sedentary lifestyle
4 ‘carbohydrates®™, as but this may not L T M T M
Low Medium High well as possibly be explicitly stated
others but not all or
Diabetic Composition most Compromise needed on taste -— NA ,L L ,L M
Market 1 No specific or explicit Product that Does not
‘mention of diabeles addresses only one necessarily help
but may make diabetic dietary need,  or harm diabetics
nulritional claims® of  i.e., low in sugar or no — NA — NA 1- H
hiokos interest fo diabetics sugar
) Heath claims about a food's impact on the human body (for exan o
®)  Nutritior are dlaims about simply the nutritional vakse of a product's
€) Tha procutsar composional ow car hwevg ek pastining sy i bostonanabmcs _ 1 H ) L A L
RN 4t w4

menitor <+ Neural Llow  MMedium HHigh NANotApplicable
| e IEET

faclars.
N bostonANALTICS

BA defined and segmented the US $ orier
Diabetic Food market by product
composition and diabetic positioning.
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The market attractiveness of each market segment was measured
using a set of market-based and internal fit parameters.

What is the potential growth opportunity

available in current businesses?

Illustrative

Several mainstream food players such as company A, company B, Finally, BA built an attractiveness
and company C are involved in this market model and recommended the best

market to enter.

Market concentration (2010)

Market Size

= AB,C,D etc. are some of the key

companies market 2
(A) = Several of their products are
compositionally low in carbohydrates but W
are instead promoted based on their
proteinfiber/other ingredients’ content . -
‘ Market 2 appears to be®fhe most attractive segment for client

Hustrative

Dry Pasta Brand X

Untapped
Potential

Atan overall level, market 2 is fragmented with
several players. However, certain product
categories such as diabetic friendly XXX are
with top 2 players for
XX~% of the market share
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BA then measured the attractiveness of
each market on a set of market-based as
well as internal fit parameters.
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BA identified suitable competitors for detailed analysis based on
several key parameters

Which are the attractive

adjacencies which could be
entered to expand the business?

These areas of interest translate into the following pr

categories and sub-categories BA used relevant criteria to shortlist

competitor profiles for in-depth profiling.

ABC Product Areas of

Interesti!

Meal Re ement

|
TN BA shortlisted companf€s for profiling based on a systematic
= screening process

Companies in Diabetic

Friendly Snacks, Beverages
=

and categories

<> -
4-5
Competitors

Characteristics of Qualifying Companies

Filter

Shortlisted
Competitors
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= National distribution network

= Presence across the greatest number of
categories of interest to Hershey
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A deep dive of the top competitors in each segment was undertaken
to identify best practices and strengths/weaknesses

Which are the attractive
adjacencies which could be
entered to expand the business?

Illustrative

With the acquisitions of brand X and brand Y, company A
immediately gained access to multiple DFF products

Diabetic-friendly Product/Brand Launches by Company A (!
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= CompanyA 1 ['® Withthe rise of the low carb boom in 2000, company | 1 | ®  In recent years, multiple events have led to
made an initial | | A i isit H company A's divesture of related products
Sty inthe ' ‘which inadvertently positioned itvery well asa DFF | | = s renswed focus on snacks and health & wellness
marketwith the | » player gradually ' products and overall strategy to maintain brands
2 launchofbrand | 1 | w  Acquired brand X and along with it, X's A, B, C, and D | | Which can hiave & globai presence
E Xin powder ' brands made a direct entry in the DFF snacks H = Low carb frenzy boom faded by 2005 and sales of
g ':;';m . § categories of company A § diet positioned products started to decine
3 ,,w.“,'" b | = Acquired brand Y and i naturaly DFF producting | | | @ Asa rosult company A has dono tho folowing:
X category 1| ™ Tied-upwith brand Z to launch diet products ' * Sold'P Cereals' and ‘B Bar
H
1
H
H

o b H - ::::: sodium :l::m from s products.
= Removed trans-fat from biscuits
- ! Brand ! Sold OuvD; Brands | _ ! Acquired Brands

bostonAnALcs

BA then highlighted the evolution of the
company in terms of Diabetic-friendly
food and beverage brands.

BA then analyzed the strengths and
weaknesses of the company in the
Diabetic-friendly Food market.

Diabetic-friendly prod
the other mainstream company A’s products(!

Manufacturing
Facility

Company A
Warehouse
—

Key Findings

Brand X has an extansive DSD
netwark for cookies and crackers
Brand Z products are distribuled
‘primarily by wholesalers

Comparny Company Company Company
A B c D

s share the same distribution network as

Retail Qutlets

Mass
Merchandisers
(XX% Margin)

Convenience
Stores (XX%
Margin)

Il Mom and
Stores and

= == = Direct Channel

= === Indirect Channel

Source
(1) Primary research.
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—— Direct Store Delivery (DSD)
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Multiple shortlisting criteria was used to develop recommendations of
potential acquisition targets to the client

What would be the potential

EBITDA and revenue given
future plans?

. lllustrative Using a set of scoring parameters, BA
Step I: BA applied multiple screening criteria to arrive at a list of .
assigned scores to each of the

XX brands
shortlisted brands and then selected 41 5
brands for in-depth profiling.

W = lllustrative
Company A is ramping tp its resources to support rapidly growing

Sg nificant brands identified based on the following criteri:
s should belong to client’s categories of interest |
inds should not promote themselves specifically

towards diabetics

° ‘overall product portfolio of the brand sales
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BA shortlisted potential BA finally profiled the
acquisition target potential targets on their wos w01 zos 05 2007 2008 008 2010
companies using multiple financial, manufacturing
screening criteria. and other strengths. bostonANALYTICS
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Boston Analytics (A division of Pythhos Technology (P) Ltd.)

Boston New York Gurgaon

396 Washington Street, 15 Schuyler Hills Road 18th Floor, Tower-B,
Suite 351, Loudonville NY 12211 DLF Building No. 5
Wellesley, MA 02481 United States DLF Cyber City, Phase-llI
United States Gurgaoni 122002

Haryana, India

Disclaimer: No part of this presentation may be reproduced, stored in a retrieval system, or transmitted in any
form or by any meansd electronic, mechanical, photocopying, recording, or otherwise without the permission
of Boston Analytics.
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