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…and one in three deals fail after   
due diligence
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M&A Success

Only ⅓ of acquisitions add value



1. Right FIT

- Right Strategy

- Right Price

2. Right Way

- Right Origination

- Right Image

- Right Process

3. Right Team – pre and post

A Winning Formula



Who is your deal team?

The Right “Deal” Team
Are they on message? 

Who will own it?Skills Gaps?



Deal 
Landscape



Animal Health

In the News 

Buoyant M&A Market
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In the News 

Buoyant M&A Market
Animal Feed

© 2017 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.



© 2017 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

Crop Science

In the News 

Buoyant M&A Market



In the News 

Buoyant M&A Market
Emerging Trends
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Deal Volume (# of transactions)

89
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31 
(YTD)

2015 2016 2017

75 (projected)

Deal Value (US$ billion)

21.7

26.5
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(YTD)
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34.3 

(projected)

Source: Capital IQ

Deal Landscape 

Animal health deal activity 
remains strong
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(a) Capital IQ, Transaction Screening Report, Veterinary drugs (accessed Feb 2017)
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Deal Landscape – Animal Health

Consolidation is driving strong activity 
at the top
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Deal Landscape 

Animal feed M&A activity 
also remains strong
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Deal Landscape – Animal Feed

Substantial consolidation activity
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Deal Landscape 

Crop science –
mega merger activity
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Deal Volume (# of transactions) Deal Value (US$ billion)
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Deal Landscape 

Crop Science – Mega Mergers
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Deal Landscape 

Crop science –
strong mid-market activity also
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Increasing population especially ‘middleclass’ driving meat & dairy demand
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Increasing humanization of pets, and increase in pet ownership

Increasing antibiotic resistance
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Increasing cost of R&D & NCE

Increasing legislation and restriction on usage of antibiotics

Increasing demand for natural, ABF, biologicals

Increasing competition due to weaker IP laws than human

Increasing awareness of animal health and environmental matters

Deal Landscape 

Why has activity been so strong?
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1

2

3

TIER 1 & 2

• New Chemical Entity (NCE) dependency

• Synthetic compounds

• Antibiotic resistance rising

• R&D costs increasing

• Increased legislation

• Driving M&A: Vaccines, etc. 

TIER 3

• Pioneer – Natural / ABF / Biologicals

• 10 years

• Nimble

Deal Landscape 

Change in industry structure –
rise of the challenger?
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Emerging Trends

Aquaculture: the rising star?



Right 
Fit



Strategic Fit: Is this clearly defined?

Financial Fit: What are the financial 

hurdles? Is there a template Valuation 

Model to help assess these hurdles?

Cultural Fit: It is important that any 

acquisition fits the culture. What is our 

culture?

Complexity Fit: Success is improved if 

acquisitions do not increase complexity 

within our business.

Deal Fit: Once the above ‘Fit’ criteria are 

achieved, the specific opportunity needs to 

be evaluated through structured & robust 

due diligence.RIGHT FIT

Strategic Fit

Financial Fit

Cultural Fit

Complexity Fit

Deal 

Fit

Right Fit

Is the opportunity the Right Fit?
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Right 
Strategy



Market share of the leading crop 
protection manufacturers in 2014

Indicative market share of the 
leading crop protection 

manufacturers in the years to come  

Source: Statista and KPMG analysis

Bayer: acquisition

of Monsanto

Merger of Dow Chemical 

and DuPont

ChemChina: acquisition 

of Syngenta

Others 

27%

ChemChina

(incl. Syngenta 

and Adama) 

24%

Bayer Crop 

Science (incl. 

Monsanto)

24%

BASF Crop 

Protection

11%

Dow DuPont 

(Agrochemical)

14%

Right Strategy

Crop science global world order 
changing: Top 4 = c.75% share

Others 

31%

Syngenta 

18%

Bayer Crop 

Science

16%

BASF Crop 

Protection

11%Dow 

Agricultural 

Sciences 

9%

Monsanto

8%
DuPont 

Agricultural 

Sciences

5%

Adama

2%
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Crop Protection

Insecticides Fungicides Herbicides Seeds

EBITDA: 

24%

EBITDA: 

20%

EBITDA: 

28%

EBITDA: 

15%

…integration execution will be critical to success!

Right Strategy

Product synergies–
are amongst the many attractive aspects 
of these mega deals 



“Merial adds 13 research facilities, 18 manufacturing plants, and a suite of 

products that will boost profile in segments of the industry where BIVI was 

a virtual unknown before… vaccines and treatments for the fast-growing 

companion animal market (i.e. Heartgard, Purevax, NexGard)… BI will shoot from 7th place in the small 

animal market to first place, the deal will also give BI the top spot in swine health and provide entry into the 

equine market, where it previously had no presence”. 

Product/Gap 
Geography/

Emerging Market 
Customer Adjacency Collaboration

*manufacturing facility

*animal health division

Right Strategy

BIVI/Merial – Scale & Access
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Product/Gap 
Geography/

Emerging Market 
Customer Adjacency Collaboration

“Through our business development strategy, we deploy capital on acquisitions to 

enhance our product portfolio, strengthen our presence in emerging markets and 

help expand our complementary businesses such as diagnostics, genetics and 

biodevices.” Juan Ramon Alalx, Chief Executive Officer, Zoetis plc

Right Strategy

Zoetis diversification
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Product/Gap 
Geography/

Emerging Market 
Customer Adjacency Collaboration

“Elanco has continued to invest significantly in animal health in the past 

few years, growing businesses and expanding our pipeline. This acquisition 

will support further pipeline growth and build on Elanco’s proven track record for successfully delivering 

new innovation and integrating acquisitions. We will continue to seek opportunities that support those 

efforts.” Jeff Simmons, President of Elanco Animal Health

*animal health division

Right Strategy

Elanco Animal Health Focus

*select products



Product/Gap 
Geography/

Emerging Market 
Customer Adjacency Collaboration

“The combined strength of the two companies under the umbrella of MSD Animal 

Health will provide customers with a more comprehensive portfolio of products… 

We will continue to seek opportunities like these that complement our business

and bring value to our customers.” Rick DeLuca, President of Merck Animal Health

Right Strategy

Product & Market Access
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Product/Gap 
Geography/

Emerging Market 
Customer Adjacency Collaboration

“Ceva’s history has been marked by major acquisitions that have contributed to its 

development by offering it not only a foothold in new markets, but also new products

and expertise.” Annual Report 

*laboratories

Right Strategy

New Markets & Product Gaps
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Product/Gap 
Geography/

Emerging Market 
Customer Adjacency Collaboration

“We seek acquisitions which bring us closer to the farmer so that we can better develop technologies 

that would be put to use on the farm.” Aidan Connolly, CIO

Right Strategy

‘On Farm’ Strategy
“Through these strategic acquisitions, Alltech is strengthening its commitment to its 

customers, providing them with tailored solutions and local on-farm support as they 

increase the profitability, efficiency and sustainability of their operations.” Alltech website, 2017

Research

30X



Research has shown that the chances of success decline with increasing distance from the CORE…

…we reflect this ‘distance from the core’ risk in the discount rate

Diversification
(<1% success)

Step 3
(<10%)

Step 2 
(28%)

Step 1
(37%)

Core

Source: Beyond the Core, Chris Zook, 

p88

Economic 

Distance from 

Core

Less competitive 

advantage

Less potential 

profitability

Lower market 

share/customer 

loyalty

Right Fit

Proximity to the CORE?

X CORE



1. step adjacency

2. steps adjacency

3. steps adjacency

Diversification

Right Fit

Proximity to the CORE?
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Core

Opportunity w

Opportunity x

Opportunity y

Opportunity z 

Shared 

customers

Shared 

costs

Shared 

channels

Shared 

competitors

Shared 

capabilities/ 

technology

Overall proximity 

to the core



The Discount Rate used in the assessment of future cash flows is calculated on a case by case 

basis according to the distance from the core.

Adjacency

Core Step 1 Step 2 Step 3

Existing WACC +2% +3% +4%

OECD +2% +4% +5% +6%

BRIC +3% +5% +6% +7%

Other +4% +6% +7% +8%

Right Price

Risk Weight the Price
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Staff Turnover

Business 
Values

Appropriate 
Incentivization

Communication

Business 
Values

Management 
Style

Well Organized

Right Fit

Cultural Fit
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Reputation

Complexity

CEO has 

Right Focus

Litigation/

Claims

Appropriate 

Resourcing

Overall Feel?



Right 
Price



2.9x

9.8x

9.8x

9.0x

8.5x

5.0x

21.3x

16.4x

16.3x

15.0x

14.2x

16.0x

0.0x 5.0x 10.0x 15.0x 20.0x 25.0x

CoTrans

Tier 1 LFY

Tier 1 LFY+1

Tier 1 LFY+2

Tier 1 LFY+3

Tier 2 LFY

EV/EBITDA

EV/EBITDA Multiples

Note: (1) Eight mega deals for which EBITDA multiple is available  |  Source: M&A transactions and details via S&P Capital IQ, accessed 18 May 2017 

8.0x 14.0x

Right Price

Crop Science Valuations
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0.0x 5.0x 10.0x 15.0x 20.0x 25.0x 30.0x
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Feeds
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Right Price

Animal Health & Feed
5 x 15 x 5 x 15 x

12 x



Right Price

Competitive pressure from IPO 
on the decline?
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2013 2014 2015 2016 2017

IPO Drought?



Right Price

Private Equity Interest on the rise! 
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Right Price

Banks are very happy to support the 
sector
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It is important to understand how the price compares to the value creation plan

The synergies can be the difference between winning or losing a deal and whether the deal actually 

delivers value, so the synergy plan needs to be robust and deliverable.

Value today
Potential valueAre you paying 

too much?

How significant is the 

competitive tension?

CONSIDERATION VALUE CREATION POTENTIAL

S
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Stand-alone 

value

Premium Deal fees Total price (deal 

cost)

Stand-alone 

value

Create value

Destroy value

What is the risk that 

value will not be 

realised?

What is the standalone 

value?

In
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k

85

Normalisation

adjustments

Normalised

value

Cost savings Cost synergies Revenue synergies Cost of synergy 

delivery

Value today

95
98

100

Right Price

How much synergy do you factor in?

5



Right Price

Are you talking EV or EV?
$'m

Enterprise value (EV) 100

Net Debt
Cash 3
Bank debt (11)
Corporation tax (7)
Other (10)

(25)
Working capital target

Target 25
Actual 21

(4)

Equity Value (EV) 71

Locked box
Daily profit adjuster 7
permitted leakage (4)

3

Price receieved 74
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Right 
Way



1. Right FIT

- Right Strategy

- Right Price

2. Right Way

- Right Origination

- Right Image

- Right Process

3. Right Team – pre and post

A Winning Formula



TRANSFORMINITIATION DUE DILIGENCE DO DEAL POST-DEALCompleteORIGINATION

Right Way

6 Stage Process
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TRANSFORMINITIATION DUE DILIGENCE DO DEAL POST-DEALCompleteORIGINATION

‘Origination’ - Build 

a broad network 

‘Image’ Showcase 

your M&A track 

record

Keep strategy 

simple and 

consistent

Do not rush to 

acquire 

Capture questions 

and risks from the 

start

Do not get ahead of 

yourself

Right Way

Some Golden Rules
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Watch your words

Do not mention 

price

Initiation is initiation  

Set expectations on 

process

TRANSFORMINITIATION DUE DILIGENCE DO DEAL POST-DEALCompleteORIGINATION

‘Origination’ - Build 

a broad network 

‘Image’ Showcase 

your M&A track 

record

Keep strategy 

simple and 

consistent

Do not rush to 

acquire 

Capture questions 

and risks from the 

start

Do not get ahead of 

yourself

Right Way

Some Golden Rules
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Watch your words

Do not mention 

price

Initiation is initiation  

Set expectations on 

process

Follow the policy

It is not a done deal

Stay in control

Sense check valuation

Build synergy & 

integration case early

Look vertically and 

horizontally – what 

really matters

TRANSFORMINITIATION DUE DILIGENCE DO DEAL POST-DEALCompleteORIGINATION

‘Origination’ - Build 

a broad network 

‘Image’ Showcase 

your M&A track 

record

Keep strategy 

simple and 

consistent

Do not rush to 

acquire 

Capture questions 

and risks from the 

start

Do not get ahead of 

yourself

Right Way

Some Golden Rules
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Watch your words

Do not mention 

price

Initiation is initiation  

Set expectations on 

process

Follow the policy

It is not a done deal

Stay in control

Sense check valuation

Build synergy & 

integration case early

Look vertically and 

horizontally – what 

really matters

Go/no go

Perfect planning 

prevents poor post-

deal performance

Track the risks

TRANSFORMINITIATION DUE DILIGENCE DO DEAL POST-DEALCompleteORIGINATION

‘Origination’ - Build 

a broad network 

‘Image’ Showcase 

your M&A track 

record

Keep strategy 

simple and 
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Do not rush to 

acquire 

Capture questions 
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start

Do not get ahead of 
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Right Way

Some Golden Rules
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Watch your words

Do not mention 

price

Initiation is initiation  

Set expectations on 

process

Follow the policy

It is not a done deal

Stay in control

Sense check valuation

Build synergy & 

integration case early

Look vertically and 

horizontally – what 

really matters

Go/no go

Perfect planning 

prevents poor post-

deal performance

Track the risks

Tone at the top

Tell the story

Alignment is key

Align reward

Stay upbeat and 

focus on the 

positive: 

Integration 

ownership & 

empowerment

TRANSFORMINITIATION DUE DILIGENCE DO DEAL POST-DEALCompleteORIGINATION

‘Origination’ - Build 

a broad network 

‘Image’ Showcase 

your M&A track 

record

Keep strategy 

simple and 
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Do not rush to 
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Capture questions 

and risks from the 

start

Do not get ahead of 

yourself

Right Way

Some Golden Rules
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Watch your words

Do not mention 

price

Initiation is initiation  

Set expectations on 

process

Follow the policy

It is not a done deal

Stay in control

Sense check valuation

Build synergy & 

integration case early

Look vertically and 

horizontally – what 

really matters

Go/no go

Perfect planning 

prevents poor post-

deal performance

Track the risks

Tone at the top

Tell the story

Alignment is key

Align reward

Stay upbeat and 

focus on the 

positive: 

Integration 

ownership & 

empowerment

De brief – what did 

we learn

2nd Wave

Look inwards and 

outwards

TRANSFORMINITIATION DUE DILIGENCE DO DEAL POST-DEALCompleteORIGINATION

‘Origination’ - Build 

a broad network 

‘Image’ Showcase 

your M&A track 

record

Keep strategy 

simple and 

consistent

Do not rush to 

acquire 

Capture questions 

and risks from the 

start

Do not get ahead of 

yourself

Right Way

Some Golden Rules
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Good M&A is conducted in a methodical way, do not get ahead of yourself in the process!

APPROACH

POLICY

GOLDEN RULES

ACTION PLAN

P
R

O
C

E
S

S

A consistent, clear M&A policy offering guidance on process and authorisation levels, 

see policy section for further details

A simple, six stage linear process to embed a robust, methodical and consistent M&A 

process with clearly identified go/no go decision points:

A set of guiding principles developed from the vast experience of your M&A team. 

Follow these to ensure conditions for success are maintained throughout.

The Action Plan sets out a list of actions for each of the six stages together with approvals 

required within each stage.

Following this plan means you will not get ahead of yourself and you will build support for 

a robust and final deal decision.

TRANSFORMINITIATION DUE DILIGENCE DO DEAL POST-DEALORIGINATION

Right Way

Do you have a robust and agreed way 
of doing M&A?



Right Way

Consistency of approach is key
INITIATION

RIGHT FIT

Review all information 
that can be obtained 
without access to 
target

Price
Prepare initial valuation and define 
negotiating position

Project management
Prepare project plan

Access
Consider initial information 
provided by target, data 
room, IM and VDD

Business due diligence:

Completion process
Contract, disclosures, funds

Integration
Kick off workshop, Day 1 readiness, 100 day plan, Comms plan, Synergies

Transform review
post-acquisition performance 
assessment

Deal Price
Completion statements, purchase 
price adjustments

Due diligence
post-acquisition due 
diligence

Deal Price Adjustment
Warranty, indemnity claims, earn outs, 
deferred, escrow 

Third party due 
diligence:

Competition Clearance
Legal and regulatory approval

Deal Price
Finalise valuation

Acquisition proposal (Long)
Update acquisition approval paper to Long 

Offer letter
Draft non-binding offer

TRANSFORMDUE-DILIGENCE DO DEAL POST-DEAL

Deal Price
Update price 

Right Fit

Right Hurdles

Right Culture

Acquisition proposal (Short)
Prepare acquisition approval paper

Relationship development
Build relationship with Target management and key vendor decision makers 

Market assessment

Product and IP

Customer and channel

Revenue and key financials

IT and Infrastructure

Leadership and management

Synergy case

Project management
Update project plan, co-ordination, reporting

Project management
Update project plan, co-ordination, reporting, hand over

Business plan
Draft, update throughout process and gain buy-in from OpCo leadership

Negotiation
Resolve deal issues

Acquisition proposal (Short)
Update

Right Deal

Group Consultation
Early notification, go/no go approval and continuous consultation - M&A, legal, tax, HR, Comms (IR, PR)
In particular important to consider structure, regulatory requirements and funding at the outset 

ORIGINATION

Market research

Identify targets/ 
opportunities through 
networks

Build networks

Kick Off

Offer letter
Update/Confirm

Team Briefing

Leadership and management
Leader in role and incentivised

Controls assessment

Complete



Process

Unrealistic 

timetable and 

expectations

Poor access to 

management 

and 

stakeholders

Seller 

requirements 

not fully met

Poor data room 

/conflicting 

evidence

Valuation

Continuity of 

key personnel

Product lifecycle 

/ license renewal 

/ R&D pipeline

Earnings run 

rates not 

supported

Forecasts 

unrealistic –

Sales & margins 

unsupported

Completion/SPA

Working capital 

trends are not 

understood

Litigation & 

debt like items

Onerous 

warranties and 

indemnities 

agreed to

Tax planning both 

corporate and 

personal not in 

place

Right Way

Common Issues
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Final
Words



Conclusion

Final Words

1. Hot market

2. Build your network & M&A image

3. Keep strategy simple

4. Stick to your Right Fit criteria

5. Stick to your Right Way approach

6. Develop and coach your ‘Deal Team’ & Fill the Gaps! 
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