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Overview
Baker Tilly Capital, LLC’s H1-2017 Specialty foods M&A update provides an overview of the U.S. specialty foods market, 
industry trends and relevant transactions from January 1, 2017 to June 30, 2017 (H1-2017).

Specialty foods accounted for approximately $99.7 billion1 in sales at retail in 2016 (5.6 percent increase from 2015 and 
15.4 percent increase from 2014) and $27.7 billion in foodservice outlets (4.9 percent increase from 2015 and 13.7 percent 
increase from 2014), according to the Specialty Food Association (SFA) in its The State of the Specialty Food Industry 
2017 report2. This compares to just 2.3 percent growth in overall food sales (non-specialty and specialty) from 2014 to 
2016. Demand for specialty foods remains strong, although sales growth is slowing down as the market matures. Slowing 
dollar sales growth has also been impacted by food deflation in recent years, which has had a considerable impact on 
food retailers. “Fresh” is one of the leading trends these days and retailers are continuing to expand their offerings in their 
“perimeter-of-store” departments. When including produce, certain retailers adapting to these trends are generating more 
than 50 percent of sales from perimeter-of-store departments. This includes Whole Foods, which stated in its 2016 annual 
report that perishable foods accounted for 67 percent of sales in each of the last three years.

Specialty foods defined
Baker Tilly Capital defines “specialty foods” as unique, premium quality food items. Specialty foods can typically be 
categorized into one or more of the following market segments:

1. Health and wellness: This market segment includes food products that are perceived by consumers as positively 
contributing or that actually contribute to their health and overall well-being. Sub-segments within health and wellness 
can be further divided into the following: (i) organic, (ii) natural foods, (iii) fortified foods and (iv) allergen-friendly foods.  

2. Indulgence: Food products that satisfy or play off of consumers’ senses (especially taste and smell), evoke certain 
memorable feelings or turn eating into more of an experience than a necessity.  

3. Ready-to-eat (“RTE”): American consumers are snacking and eating on the go more often than ever before and the 
ready-to-eat market segment includes the following sub-segments: (i) fully-prepared foods, (ii) partially-prepared foods,  
(iii) hand-held foods or foods with convenient packaging and (iv) bundled products.

4. Ethnic: The ethnic market segment includes food products or dishes that are popular in other ethnic regions (i.e., taco 
shells, paneer cheese, sushi, etc.) or ingredients, spices or toppings that are often used in ethnic dishes (i.e., salsa, curry, 
hot sauce, etc.).

A full definition and listing of specialty foods categories can be found in Baker Tilly Capital’s H1-2016 Specialty foods  
M&A update.

Specialty foods growth
Baker Tilly Capital compiled the specialty foods categories presented in Table 1 based on the product segments defined 
and selected by the SFA’s The State of the Specialty Food Industry 2017 report. Based on Baker Tilly Capital’s insights and 
definition of specialty foods, the SFA’s categories were aggregated into 10 categories to provide an overview of the 
specialty foods market. Please note Baker Tilly Capital’s categories exclude certain product segments that are included in 
the SFA’s overall definition of specialty foods3.

Based on Baker Tilly Capital’s categories, sales of specialty foods through mainstream retail, specialty and natural food store 
channels (excluding sales through Trader Joe’s and Whole Foods Market) increased from $36.6 billion in 2014 to $42.1 billion 
in 2016, a 14.9 percent increase.

1 Based on the Specialty Food Association’s The State of the Specialty Food Industry 2016 report, retail channels include sales from natural, specialty and multi-outlet (MULO) outlets as well 
as an estimate for specialty food perishables (price look-up (PLU) or random-weight specialty items sold in bakery, deli, meat and seafood) sold in these outlets. In addition, these figures 
include estimated specialty food sales from Trader Joe’s and Whole Foods Market. MULO or multi-outlet is representative of the following channels: total U.S. grocery, mass retail, total U.S. 
drug, total Walmart Stores, dollar, military and club.

2 Source: Mintel / SPINS / IRI

3 The excluded product segments include all beverage and beverage-related segments (including coffees, teas and drink mixes); baby food; eggs; other dairy and plant-based items; 
shelf-stable meat, poultry and seafood; and frozen or refrigerated meat, poultry and seafood. These product segments were excluded due to lack of fit within Baker Tilly Capital’s 
specialty foods categories or due to the product segment’s low percentage share of all food sales within the respective categories. Beverage and beverage-related product segments 
were excluded as the specialty foods M&A newsletter covers food only, and these product segments are covered by Baker Tilly Capital’s craft beverage M&A newsletter.
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Table 1: Retail specialty food sales by category4

Specialty foods are gaining a considerable share of all U.S. food sales as consumer demand for specialty food items remains 
strong. Based on Baker Tilly Capital’s categories and data compiled by the SFA, specialty foods comprised 16.4 percent of 
all food sales (non-specialty and specialty) in 2016, up from 14.7 percent in 2014. As presented in Table 2, the percentage 
share of specialty foods sales varies by category and is led by the jerky, meat snacks and meat alternatives category, which 
is one of the smaller, but fastest growing categories of specialty foods. From 2014 to 2016, all specialty foods categories 
increased their percentage share of all food sales within their respective categories with an average increase of approxi-
mately two percentage points.

Table 2: Specialty food sales as a percentage of all food sales5 by category

4 The State of the Specialty Food Industry 2017 report only presents full category-level dollar sales data for 2014 and 2016.

5 All food sales include non-specialty and specialty food sales. Includes sales through total U.S. grocery, mass retail, total U.S. drug, total Walmart, dollar, military and club channels, as well 
as specialty and natural food stores. The sales figures do not include private-label sales, random-weight (sold in bakery, deli, meat or seafood) specialty items or sales through Trader Joe’s 
or Whole Foods Market as product segment-level sales information is not available for these channels. Source: Specialty Food Association
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Public company summary
Market value data is provided in Table 3 for 16 select publicly traded specialty foods companies. As of June 30, 2017, these 
companies were trading at an average EV/EBITDA multiple of 17.4x with a median of 16.8x.  

Please note, during the first half of the year, AdvancePierre Foods Holdings, Inc., The WhiteWave Foods Company and 
Mead Johnson Nutrition Company were acquired and are no longer publicly traded. 

Table 3: Comparable public company valuation summary

Source: S&P Capital IQ, June 30, 2017
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Specialty food U.S. M&A transactions summary6

Merger and acquisition activity was active in the first half of 2017 as demand for specialty foods remains strong. An 
emerging trend in the food M&A landscape is the acquisitions of early-stage, innovative consumer brands by the 
established, large packaged food manufacturers that dominate the industry today. Many of the large packaged food 
companies (including General Mills, Campbell Soup, Kellogg and Tyson Foods) have now established venture capital funds 
to invest in smaller, but rapidly growing food brands. With food consumption growing only at the rate of population growth, 
these mature food companies are now actively seeking emerging, innovative food brands to spur growth in their product 
portfolios as a less expensive alternative to internal research and development.  

Private equity investors have also taken considerable interest in middle-market specialty food companies, as discussed 
in Baker Tilly Capital’s Private Equity Craves Specialty Food Companies article. From 2012 through 2016, there were 
approximately 150 acquisitions of food companies by private equity investors, which includes more than 120 unique 
investment groups. In the first half of 2017, there were at least 22 acquisitions of food companies (see Table 4) by private 
equity investors, both as platform investments and through existing platform investments as add-on acquisitions. 

Several private equity groups are also building out niche food platforms through the acquisitions of specialty food 
companies, creating portfolios of branded food companies operating under one entity. Examples include BBX Capital, 
which has been creating a platform of chocolate and confectionery companies through its BBX Sweet Holdings platform, 
and Hammond, Kennedy, Whitney & Company, Inc., which has created a portfolio of specialty, natural and organic food 
brands in PANOS Holdings, Inc.    

One recent food-related transaction that has the food industry buzzing is the announced acquisition of Whole Foods Market 
Inc. by Amazon.com, Inc. The acquisition takes Amazon from one physical store location in Seattle, Wash. with Amazon 
Go to more than 460 physical locations and has significant implications for the specialty food industry. If completed, the 
acquisition could be expected to considerably change the landscape of the food industry by potentially exerting pricing 
pressure on competing grocery retailers while increasing convenience to consumers through the expansion of online 
grocery. It should be noted the cultures between the two retailers are very different. 

Whole Foods operates physical locations with typically high real estate prices, constantly advertises its strong “team 
member focus” and sells products at relatively high prices compared to most other retailers. Amazon on the other hand 
seeks to offer consumers the most competitive prices and its business model is to reduce its number of employees from all 
aspects of production and service – the Amazon Go grocery store concept replaces all cashiers with technology. Amazon 
has also been focused on expanding its own private label business in food categories and other household products 
and some analysts expect to see Amazon expand their offerings at Whole Foods locations. Many members of Congress 
have asked for a closer review of the transaction, but if the deal goes through it will likely have a considerable impact on 
specialty food companies and could potentially lead to further M&A activity in the industry.

Below are selected U.S. M&A transactions announced or completed in H1-2017 with a more comprehensive list of 
transactions announced in H1-2017 provided in Table 4.

Parmalat acquires Karoun Dairies – Ethnic
∙ Karoun Dairies, Inc. and Central Valley Cheese, Inc. (Karoun) is a U.S. producer and distributor of branded ethnic cheeses, 

yogurts and cultured dairy products, including fresh cheese, feta cheese, yogurt, goat cheese, kefir, sour cream and 
butter.

∙ Parmalat S.p.A. (Parmalat), a global producer and distributor of cheeses and other dairy products, acquired Karoun 
through its subsidiary LAG Holding Inc. for an enterprise value of $130 million, or 2.36x 2016 revenue.

∙ The acquisition expands Parmalat’s presence in the ethnic specialty cheese segment in the U.S., increasing its product 
portfolio of gourmet cheeses and allowing it to enter the yogurt market.

6 Source: S&P Capital IQ, June 30, 2017
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Tyson Foods acquires AdvancePierre Foods – RTE
∙ AdvancePierre Foods Holdings, Inc. (AdvancePierre) is a leading national producer of RTE lunch and dinner sandwiches, 

sandwich components and entrees and snacks with more than 2,900 SKUs in various product categories.

∙ Tyson acquired AdvancePierre for a total implied enterprise value of $4.3 billion, or 2.76x revenue and 17.0x EBITDA.

∙ The acquisition significantly expands Tyson’s presence in the prepared foods segment in both retail and foodservice 
channels and furthers Tyson’s strategy to “sustainably feed the world with its fast-growing portfolio of protein-packed 
brands.”

Sir Kensington’s acquired by Unilever – Health & wellness
∙ Kensington & Sons, LLC, doing business as Sir Kensington’s, produces and sells organic, natural and non-GMO condiments, 

including ketchup, mayonnaise and mustard products, as well as a vegan mayonnaise called Fabanaise.  

∙ The acquisition comes after Unilever (which also makes Hellmann’s mayonnaise) rejected a $143 billion takeover offer 
from Kraft Heinz and an announcement that it is exploring the sale of its baking, cooking and spreads business unit, which 
includes such brands as Country Crock and I Can’t Believe It’s Not Butter.

∙ Terms of the deal were not disclosed, but Sir Kensington’s raised $8.5 million in a 2015 Series A round led by  
consumer-brands focused investment firm Verlinvest, which had previously invested in Vitaminwater and Vita Coco.

H.I.G. Bayside Capital exits Ready Pac Produce in sale to Bonduelle – RTE / Health & wellness
∙ Ready Pac Foods is the largest producer of single-serve salad bowls in the U.S. and a leading producer of fresh-cut 

produce, offering packaged salads, fresh-cut fruits and mixed vegetables to retail and foodservice customers.

∙ Bonduelle SA, a French fruit and vegetable company with operations across the globe, significantly expands its fresh 
business in the U.S., which will become the largest country of operations for Bonduelle. The acquisition includes four 
production facilities located in Irwindale, Calif.; Jackson, Ga.; Florence, N.J.; and Swedesboro, N.J.

∙ H.I.G. Bayside Capital recapitalized Ready Pac in 2007 and since the investment supported Ready Pac’s investments in 
product innovation, facility infrastructure and automation, procurement initiatives, marketing and overall building out of 
the management team, all while capitalizing on the growing demand for healthy, fresh and convenient foods.

∙ Bonduelle acquired Ready Pac for $409 million, which represented an implied revenue multiple of 0.51x projected FY2017 
revenue and approximately 11.0x adjusted EBITDA projected for FY2016-FY2017.

Brynwood Partners sells Lightlife Foods to Maple Leaf Foods – Health & wellness
∙ Lightlife Foods, Inc. (Lightlife) is a leading manufacturer and brand of refrigerated plant-based protein foods with more 

than 30 products, including plant-based tempeh, hot dogs, breakfast foods and burgers.  

∙ Maple Leaf Foods Inc. (Maple Leaf) is a leading consumer protein company based in Canada and the acquisition 
provides it with a leading market position in the $600 million U.S. plant-based protein market (with a refrigerated category 
that represents more than $110 million), a category that is outpacing the growth of the broader packaged foods sector.

∙ With sales of approximately $40 million in 2016, Lightlife has a 38 percent market share in the U.S. refrigerated plant 
proteins market. Maple Leaf acquired Lightlife for $140 million, implying a 3.5x revenue multiple.

∙ Brynwood Partners acquired Lightlife from ConAgra Foods in 2013 and significantly expanded its sales, production and 
profitability since the investment.
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Table 4: Notable H1-2017 announced U.S. specialty food M&A transactions
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Source: Baker Tilly Insights and S&P Capital IQ
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