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Q2 INDUSTRY UPDATE

OVERVIEW

We tracked 88 M&A transactions in the Food and Beverage industry during
the second quarter of 2018, with a median deal multiple of 12.30x EBITDA
and 1.74x revenue, among transactions with reported values. Restaurants
and Alcoholic Beverages were the most active segments, with 20 and 14
reported transactions, respectively.

Publicly traded Enterprise Value/EBITDA multiples for the last twelve
months remained quite high for most Food and Beverage segments we
track, ranging from a low of 9.7x LTM EBITDA for Fine Dining to a high of
43.9x LTM EBITDA for Digitally Native, a multiple that is likely so high due
to the weight many investors place on growth over profitability.

TRENDS TO WATCH

CPG food companies face a daunting and never-ending challenge of
increasing, or at least maintaining, the consumption of their products while
tightly managing their costs to produce, market and distribute them. With
the consumer looking for healthier choices that are cost-competitive, food
processors need to pay close attention to their ingredient choices. Fortifying
food products with natural, functional ingredients to legitimately improve
nutritional and health benefits is a key strategy being employed by many of
the major CPG food companies. For example, consumers can now buy
cookies or pasta that contain one or more “servings” of fruits or vegetables.

Sales of new naturally fortified products can potentially command a
premium, or, at the very least, provide an edge in a highly competitive
market. Many CPG companies are adding consumer choices by broadening
product lines with “premium” brands that offer and support nutritional or
health claims.

According to Market Research Future, the food fortification ingredient
market is expected to grow at a 4.5% CAGR through to 2022, driven by an
expected continued increase in fortified food product launches by major
food companies.

While the major ingredient companies such as Ingredion, DSM, Cargill and
ADM offer a host of solutions, many smaller players are emerging as the
market demand increases and the science behind the potential health
benefits evolves.

With the aim of keeping their functional ingredients competitively priced,
many companies are using new technology to manufacture their
ingredients using by-products and food waste. RISE Products uses spent
brewer’s grain to make its high-protein, high-fibre, low-carb flour. Renewal
Mill uses grape/olive pomace, okara (soymilk by-product), etc. to formulate
its ingredients. Nutrifusion uses its patent-pending processing technology
to make its blends of fruit and vegetable powders that retain the bio-
activity of its phytochemicals.
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One other sub-segment to watch is low-calorie desserts. Consumers clearly want to indulge, and indulgence with less
calories seems to be growing in popularity. Traditionally, low-fat or low-calorie desserts floundered because they never
tasted good, or had the wrong texture or some other undesirable attribute. Now brands like Artic Zero, Enlightened and
Halo Top ice cream are among some of the fastest-growing dessert brands in the U.S., in part by mastering the use of
low-calorie natural sweeteners like Stevia and monk fruit, and in-part by changing the way (frequency) that consumers eat
ice cream. Not to be outdone, Unilever's Ben and Jerry's and Breyers brands are now following suit and have launched
their own low-calorie ice cream lines.

KEY TRANSACTIONS

Expanding its business in frozen foods and snacks, lowering costs, and appeasing activist shareholders seem to be the
predominate rationale behind ConAgra’s recent announcement that it will acquire Pinnacle Foods in a cash and stock
deal valued at $11 billion, including debt. Pinnacle has been under pressure to look at a sale since activist hedge fund,
Jana Partners, took a 9.1% stake in the business earlier this year.

Combined, the ConAgra-Pinnacle business will have a market cap that rivals Kellogg's. It also will be second (after
Nestle) in the U.S. frozen food category with the addition of Pinnacle’s Bird’'s Eye brand (amongst others). This deal
follows ConAgra’s purchase of Thanasi Foods in March, Sandwich Bros. last December and Angie’s Artisan Treats last
fall, all with the aim to strengthen its branded food portfolio in high-growth categories.

PepsiCo recently announced that it plans to acquire baked fruit and vegetable snack maker Bare Foods Co. (Bare Snacks)
for approximately $200 million. According to Indra Nooyi, PepsiCo Chair and CEO, the acquisition fits with PepsiCo's
“vision of making more nutritious products, while also reducing added sugars, salt, and saturated fat.”

At least two meal-kit transactions occurred during the quarter. Fresh Del Monte invested $4 million into Purple Carrot, a
plant-based/vegan meal-kit startup, and a group of investors along with EAT Club acquired personal meal-kit maker
Marck Corp. (dba Farm Hill) for an undisclosed amount.

In the beverage segment, there were several important transactions that occurred or were announced during the second
quarter, including Canada’s Lassonde Industries’ $149 million acquisition of Michigan-based Old Orchard Brands. With
$103 million in sales and an adjusted EBITDA of almost $16 million, the transaction was valued at 10.0x EBITDA and 1.5x
revenue, before a potential $10 million earnout.

According to Lassonde, the acquisition will strengthen its manufacturing footprint in the Midwestern U.S., will add to its
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