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EXECUTIVE SUMMARY 

 

The purpose of this report is to evaluate the Swedish confectionery manufacturer Cloetta’s 

performance in order to determine its fair share price as of the 29th of May 2015 and assess whether 

Cloetta’s acquisition of LEAF in 2012 has created economic value. 

The rationale behind the acquisition of LEAF was to improve Cloetta’s performance by 

broadening the product and brand portfolio, gain scale advantages, rationalize the production 

infrastructure and reach new geographic markets. The transaction amounted to SEK 6.8 billion and 

expanded Cloetta’s revenues from SEK 987 million in 2011 to SEK 4,859 million in 2012. Consequently, 

this reversed acquisition repositioned the company on the European confectionery market which makes 

Cloetta a highly interesting valuation case. 

The valuation methods employed in this study are discounted cash flow- and relative valuation. 

To assess whether the LEAF acquisition has created economic value, we have used the economic value 

added method based on the forecasts underlining the valuation paired with analyses of select performance 

metrics pre- and post merger. Through an evaluation of the attractiveness of Cloetta’s home markets, we 

have been able to determine Cloetta’s market position and the future potential of the industry. A strategic 

review has been carried out to assess the influence of macroeconomic and industry-specific factors in 

order to map out Cloetta’s internal strengths and weaknesses as well as external opportunities and threats. 

Furthermore, Cloetta and its peer companies’ financial performance have been scrutinized to derive 

adequate forecasts underlining the various valuation metrics. 

Our DCF-model rendered an implied share price of SEK 31.8. The result is derived from a 

WACC of 4.4 percent during the forecast period and 5.9 percent in perpetuity paired with a terminal 

growth rate of 1.5 percent. The exceptionally low WACC is a consequence of the particular circumstances 

in today’s economy and our sensitivity analysis illustrate that a 0.5 percent increase in WACC result in a 

12.9 percent decrease in implied share price. The subsequent analysis of valuation multiples revealed that 

Cloetta’s relative value at a share price of SEK 26.80 as of the 29th of May 2015, and the results suggest 

Cloetta was somewhat overvalued in relation to peer companies. Taking above factors into consideration, 

we derived a fair share price of SEK 25.00. The EVA and financial analyses imply the acquisition of 

LEAF has created economic value. However, the result is highly contingent upon low cost of capital and 

our model suggests a break-even point for value creation at a WACC of 6.0 percent going forward, ceteris 

paribus. 
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List of abbreviations and terminology 

CAGR Compounded annual growth rate 

CAPEX Capital expenditure 

CAPM Capital asset pricing model 

CEO Chief executive officer 

DCF Discounted cash flow 

DPO Days payable outstanding 

DSO Days sales outstanding 

EBIT Earnings before interest and tax 

EBITDA Earnings before interest, tax depreciation and amortization 

EV 

EVA 

Enterprise value 

Economic value added 

GDP 

NOPAT 

Gross domestic product 

Net operating profit after tax 

NWC Net working capital 

PESTLE Political, economic, sociocultural, technological, legal, environmental 

PP&E Property, plant and equipment 

ROE Return on Equity 

ROIC Return on Invested Capital 

SEK Swedish krona 

WACC Weighted average cost of capital 

 

Throughout the study, Cloetta’s acquisition of LEAF is referred to as a “merger”, “acquisition” and 

“reversed acquisition” – in accordance with the terminology used by Cloetta themselves. 
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1. Introduction 

1.1 Problem statement 

Following the global financial crisis in 2008 and the subsequent European debt crisis, the global 

economy has in recent year recovered but is still subject to uncertainty and turmoil. The recovery has 

primarily been driven by an extensive expansion of the money supply worldwide to stimulate the 

economies of affected countries resulting in historically low interest rates. Global capital and financial 

markets have been subject to increased regulations and shown resilience with stock exchange indices 

reaching all-time-high levels due to the large amount of capital in the economy. This has in turn 

encouraged businesses to engage in mergers, acquisitions and public offerings due to cheap capital and 

favorable valuations and we can conclude that the transactions market has bounced back from low levels 

following named crises. Many industries have thus experienced increased consolidation and the general 

trend in regards to companies’ corporate strategy points toward streamlining of operations, often driven 

by M&A activities. 

The reasons for choosing Cloetta as study object are several. Cloetta, formerly a Swedish 

chocolate manufacturer, has in recent years adopted an aggressive M&A strategy. Through the reversed 

acquisition of the confectionery company LEAF in 2012, Cloetta has grown its revenues from SEK 987 

million in 2011 to SEK 4,859 million in 20121, and has led to a substantial internationalization and 

repositioning of the company in the confectionery industry. The new entity now has a complete range of 

confectionery products by combining Cloetta’s strength in the chocolate segment with LEAF’s leading 

position within sugar confectionery2.  

The particularities surrounding this transaction in terms of size, paired with the fact that the 

confectionery industry is mature with limited growth outlook caught our attention. As previous research 

suggest, a majority of mergers fail to produce value3. Even though well documented best practices have 

been developed over the past 10-20 years, M&A failure rates are still well above 50 percent4.  With this in 

mind, and after hypothesizing around the implications of the LEAF transaction with a deal value of SEK 

6.8 billion – almost seven times Cloetta’s annual revenues – we decided to determine Cloetta’s implied 

equity value following the acquisition of LEAF and assess whether Cloetta now produce excess returns to 

conclude if the transaction has created value. 

 

                                                           
1
 Cloetta Annual report 2012 

2
 Mergermarket 

3
 Kelly et al. (1999) 

4
 Deutch et al. (2010) 
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1.2 Research question 

The objective of the study is to answer: 

1) What is the fair share price of Cloetta as of the 29th of May 2015? 

2) Has the merger between Cloetta and LEAF created economic value? 

 

In order to answer our research questions, we have chosen a structure and approach that connects both 

research questions so that they both are contingent upon the findings from the initial analyses conducted. 

This has been possible through the use of Discounted Cash Flow (DCF) valuation to inform question 1) 

and Economic Value Added (EVA) analysis to inform question 2). Both models rest on the same set of 

assumptions and also form the basis for Cloetta’s valuation multiples.  

To attain meaningful answers to the above research questions, the process has been broken down 

into sub-questions we have examined and answered through the study’s various sections. 

 How is Cloetta structured as we know it today, and what operating implications have followed 

from the LEAF acquisition? 

 What is the outlook on Cloetta’s home markets and how attractive are they? 

 How is Cloetta affected by the macroeconomic environment? 

 How is Cloetta affected by characteristics surrounding the confectionery industry? 

 How is Cloetta’s historical financial performance compared to listed peer companies’? 

 How has the LEAF acquisition affected Cloetta’s financial performance? 

 What is Cloetta’s weighted average cost of capital?  

 What is the value of Cloetta applying the discounted cash flow-model? 

 What is the relative value of Cloetta compared to publicly traded peer companies? 

 How has the LEAF acquisition impacted Cloetta’s ability to create excess return? 

 How sensitive is Cloetta’s value to changes in key financials? 

 

 

 

 

 



 
 

6 
 

1.3 Delimitations 

The most prominent constraints we have dealt with when establishing the study’s methodology 

have been resources in terms of information and the limited time frame. The valuation has been 

conducted from an investor’s perspective and no contact has been made with Cloetta in any regards. The 

data of Cloetta and their peers informing the study is a combination of publicly shared information by the 

companies themselves, financial information gathered from Bloomberg, Factset, Marketline, 

Euroconstruct, Datamonitor, Datastream, Mergermarket and equity research reports from Carnegie, 

Deutsche Bank and SEB. Consequently, our study follows the hypothesis that the market value of equity 

is a reflection of all publicly available information under the assumption that markets are efficient5. 

However, the extracted data from Factset per the 29th of May 2015 that underlines the valuation multiples 

section reflects consensus estimates based on 2014 year end data for peer companies. Thus, for 

comparability reasons, the underlying data does not reflect estimates following reported Q1 2015 figures. 

Furthermore, established theoretical models and frameworks for valuation that we have found suitable for 

this exercise have been used and adapted to answer the research question complemented with analytical 

tools designed by the authors. 

As we underlined in the problem statement, the acquisition of LEAF in 2012 had a major impact 

on Cloetta’s operations and brand portfolio, which in turn repositioned Cloetta on the confectionery 

market. Historically, Cloetta has focused mainly on chocolate confectionery and LEAF on sugar 

confectionery, pastilles and chewing gum. After the merger, Cloetta had a complete range of products6. It 

would therefore be misleading to only analyze Cloetta’s performance prior to the merger as this would fail 

to generate information on value creation from the transaction. Hence, it has been decided to analyze and 

compare Cloetta and LEAF’s pre- and post merger performance with the selected peer companies. 

The share price and financial data for Cloetta and peer companies’ used in the financial analysis 

and multiple valuation sections have been extracted the 29th May 2015. 

 

  

                                                           
5
 Koller et. al (2010) 

6
 Cloetta Annual report 2012 
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2. Structure and methodology 

To satisfy the study’s objectives, in-depth analyses of Cloetta’s markets, strategic positioning and 

financial performance have been carried out to generate sound assumptions of future growth and 

performance, of which the valuation and subsequent assessment of value creation is based on. 

The methodology employed in this study differentiates itself from a traditional valuation exercise 

by not contemplating different scenarios of the DCF-model. The reason for discarding scenarios is that a 

major drawback with the DCF-model is that, in average, around 80 percent of the value stems from the 

terminal period which makes the model very sensitive to the terminal growth rate and WACC7. To 

accommodate for this, we have emphasized a thorough assessment of Cloetta’s markets paired with 

strategic and financial analyses to obtain credible forecasts. Instead of modeling scenarios, we have 

calculated forward looking trading multiples of Cloetta based on our forecasts and compared these with 

our twelve peer companies’ multiples to validate our assumptions and determine how correctly priced 

Cloetta has been at the 29th of May 2015. By employing this method we have been able to isolate the 

WACC and terminal growth from the other value drivers. Furthermore, the forecasts constitute the basis 

for the EVA-model we have used to determine whether the merger has created economic value. 

Figure 2.1         

Employed structure of the paper 

    

 

Source: Own production       
 

 

 

  

                                                           
7
 Rosenbaum & Pearl (2009) 
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Cloetta and the market 

 The “Cloetta and the market” section gives the reader an overview of Cloetta’s history and 

business today. Cloetta’s key markets, products and production facilities are presented as well as the 

organizational and ownership structure. The purpose of this section is to provide a thorough 

understanding of Cloetta and the markets they operate, and is fundamental for subsequent analyses.  

Strategic analysis 

 The strategic analysis consists of three main parts; the PESTLE-analysis, Porters five forces, 

SWOT-analysis. In the end of the chapter key finding in the strategic analysis will be summarized. In 

dynamic markets, an analysis of historic financial performance is not sufficient to estimate the future with 

a high degree of accuracy. To provide sound estimates of future performance, a strategic analysis is 

therefore of great importance8. 

The macro environment influences companies in terms of potential cash flows and risks and 

therefore a consideration of the current and future business environment is needed. We use the PESTLE-

model to study how external factors impact Cloetta.  

The industry analysis assess’ the competitive intensity and earnings potential in the market. Every 

industry has an underlying structure that give rise to different forces that shape the competitive 

environment within the industry. Knowledge of these forces provides the foundation for the strategic 

agenda and financial outlook. In summary, the weaker the forces are collectively, the greater the 

opportunity for superior performance9. 

The last part of the strategic analysis is a SWOT analysis, in which key aspects from the external 

and internal analyses are used to find the company’s strengths, weaknesses, opportunities and threats. 

While strengths and weakness are based on internal factors, opportunities and threats are derived from 

external factors. 

Financial analysis 

The financial analysis will mainly be informed by the literature provided by Petersen and 

Plenborg, Koller et. al, and Rosenbaum and Pearl. A reformulation of the financial statements is 

conducted in order to separate operating and financing activities. From the analytical income statement 

and balance sheet, invested capital is calculated accordingly. 

                                                           
8
 Petersen & Plenborg (2012) 

9
 Porter (1979) 
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Cloetta is scrutinized in depth through analyses of the operating performance, the financing of 

operations and risks. The purpose of the chapter is to identify key value drivers, measure the firm’s 

historical financial performance and future earnings potential. These findings are essential for the 

valuation purposes. The operating performance analysis examines Cloetta’s performance pre- and post-

merger with LEAF and therefore helps answering whether the merger has created economic value. 

Forecast 

The identified key strategic and financial value drivers form the foundation for the forecast 

assumptions that reflect the company’s expected performance. The forecasted financial statements 

provide information to compute net operating profit after tax (NOPAT), invested capital, return on 

invested capital (ROIC) and ultimately the free cash flow (FCF) 10. The forecasted period has been set to 

five years. Using a shorter forecast period often results in an undervaluation of the company or requires a 

rough estimate of the in-perpetuity growth rate. However, forecasting five years also brings issues such as 

forecasting individual line items five year in the future11. It is important to note that the forecast 

assumptions rest on public information only.  

Valuation 

In the valuation chapter the DCF-model and the relative valuation approach have been conducted 

and summarized in a “football field” in accordance with the literature of Rosenbaum and Pearl. 

The free cash flows have been derived from the assumptions and judgments of the company’s 

expected financial performance and financial targets. Consequently, our DCF-model assumes Cloetta will 

execute on its strategy with the aim to satisfy its financial targets. The method relies on the assumption 

that the value of a company can be derived from these cash flows. The cash flows and terminal value are 

discounted to present value at the company’s cost of capital. As previously mentioned, the WACC and 

terminal value has a major impact on the model’s output; even minor changes in these assumptions have a 

significant impact on the observed value. A sensitivity analysis is therefore carried out to test the 

sensitivity of the assumptions made. The assumptions driving the DCF analysis is both the model’s 

strength and weakness. On the positive side, the assumptions are not influenced by market distortions 

that happen periodically. It is also possible to calculate different scenarios of future financial performance 

by changing the input variables. On the other hand, the DCF is only as strong as its assumptions. Hence, 

                                                           
10

 Koller et al. (2012) 
11

 Koller et al. (2012) 
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errors in assumptions will yield a less meaningful valuation12. Using the DCF-model complemented by 

relative valuation is in line with what is generally favored by practitioners13.  

The relative valuation approach often referred to as multiples analysis or trading comps analysis, is 

a market-based valuation method and will strengthen the validity of the DCF-model by acting as a sanity 

check. This method builds on the premises that similar companies (peers) provide a solid reference point 

since they share the same business fundamentals, performance drivers, risks and financial characteristics14. 

Relative valuation is designed to yield a valuation based on the current market conditions, which 

according to Rosenbaum and Pearl is in many cases more relevant than the discounted cash flow 

approach. However, a valuation based solely on trading multiples might fail to capture the company’s true 

value as no companies share the exact same characteristics15. 

The valuation section ends with the EVA-model in order to assess value creation from the merger 

with LEAF. Apart from calculating historical and future EVA, we have conducted a sensitivity analysis to 

highlight the most prominent drivers of EVA and their affect on value creation.  

Conclusion 

 This section summarizes the key results and findings of the paper and provides the reader with the 

answers of the research questions. It also contains a short discussion of the results, suggestions on further 

research and personal reflections from the authors.  

  

                                                           
12

 Rosenbaum & Pearl (2009) 
13

 Koller et. al (2010)  
14

 Rosenbaum & Pearl (2009) 
15

 Ibid. 
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3. Cloetta and the market 

3.1 Overview of Cloetta 

Cloetta is a confectionery company based in Sweden and listed on the Nasdaq OMX Stockholm 

Stock Exchange. The company is manufacturing and marketing sugar confectionery, chocolate, pastilles, 

chewing gums and roasted nuts. The ten top brands account for 60% of sales. Cloetta holds market-

leading positions in the Nordic region, Italy and the Netherlands and the products are sold in 50 countries 

worldwide. 

3.1.1 Historic review 

Early days and shift to Swedish ownership 

In year 1862, the three Swiss Cloetta brothers founded “Brødrene Cloetta” (Cloetta brothers) in 

Copenhagen. The company initially manufactured chocolate and confectionery in Denmark. Cloetta 

expanded and opened a factory in Malmö in 1872, introducing the first industrial production of chocolate 

in Sweden. In 1901, Cloetta moved the manufacturing to Ljungsbro, Sweden, which has been the primary 

manufacturing location to this day. 

The Cloetta family sold the majority of the company’s shares to Svenska Chokladfabriks AB in 

1917. The Swedish company was owned by the Svenfelt family, which still holds a majority stake in 

Cloetta through the company AB Malfors Promotor. Many of Cloetta’s well-known brands were launched 

in the first half of the 1900’s and the company’s slogan “Choose right – choose Cloetta” was established 

in 1921.    

Public offering, merger, demerger, merger 

In the mid 1980’s Cloetta acquired several food products companies and formed a business area 

for trading operations. Consequently, Cloetta became one of the Nordic region’s leading trading houses 

for fast-moving consumer goods (FMCG) towards the end of the century. Cloetta’s class B shares were 

listed on the Stockholm Stock Exchange in 1994.  

Cloetta later merged with the Fazer group’s confectionery division, forming Cloetta Fazer in the 

year 2000 resulting in a delisting of Cloetta shares. The FMCG trading division was divested in 2001 and 

Cloetta Fazer continued its operations until July 2008 when the shareholders approved the demerger of 

the company. Cloetta continued its operations independently whereas Fazer Confectionery became a 

division under the Fazer Group. In February 2009, Cloetta’s B-shares were listed on Nasdaq OMX 

Stockholm. 

In February 2012, the Annual General Meeting approved the merger between Cloetta and the 
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Dutch company LEAF. In order to strengthen the sugar confectionery segment further, Cloetta acquired 

the British candy company Goody Good Stuff as well as Irish-based The Jelly Bean Factory in 2013 and 

2014 respectively.  In 2014, Cloetta also expanded into a new product segment through the acquisition of 

Nutisal, a Swedish company manufacturing roasted nuts16.  

3.1.2 Vision, strategies and financial targets 

Cloetta’s vision is “to be the most admired satisfier of Munchy Moments” with the mission “to bring a smile 

to your Munchy Moments”. Cloetta wants to be part of the moments when their consumers enjoys a break, 

reward themselves, indulge, get new energy, or just have fun alone or with friends. They call all these 

moments between meals “Munchy Moments”17. To achieve this vision Cloetta has employed a strategy 

with three focus areas in order to achieve its financial targets highlighting growth, profitability and 

financial stability as seen in the below figure. 

Figure 3.1         

Cloetta’s strategies and financial targets 

    

 

Source: Cloetta annual reports 2010-2014, company website (own production)     

 

Cloetta’s strategic action plan is focused on three main areas; margin expansion and volume 

growth, cost efficiency and employee development. According to Cloetta, margin expansion and volume 

growth is to be achieved by more frequent price adjustments to cope with changing raw material prices. 

Furthermore, existing products and brands have been launched in new markets. This, combined with the 

acquisitions of Nutisal and The Jelly Bean Factory has broadened Cloetta’s product portfolio and 

                                                           
16

 Cloetta.com 
17

 Cloetta annual report 2014 
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geographic reach. Cost efficiency synergies from the merger with LEAF are expected to be realized 

through a newly implemented group-wide ERP system, production rationalization efforts and the 

insourcing of third-party products. Through the implementation of the “Lean 2020-programme”, the 

supply chain will be optimized to attain further cost-efficiency. By focusing on the employees’ 

development, Cloetta’s mission is to create a uniform culture and attract, develop and retain competent 

employees18. We assess the execution of these strategies to be feasible and should assist in achieving the 

company’s long-term financial goals if correctly implemented.  

3.1.3 Corporate governance and organization 

 As of 31 January 2015 Cloetta AB had 13,719 shareholders. The 10 largest shareholders represent 

66.8 percent of the votes. As seen in Table X below, the principal shareholder is “AB Malfors Promotor”, 

owned by the Svenfelt family, with 41.3 percent of the votes and 23.1 percent of the share capital, thus 

representing around four times as many votes of the second largest shareholder, “AMF - Försäkring och 

Fonder” with 9.1 percent of the votes and 11.9 percent of the capital. Cloetta’s ownership is thus 

concentrated. Eight of the ten largest shareholders are institutional investors (funds).  

Figure 3.2 

Ownership structure – five largest shareholders, % votes  

 

Source: Cloetta.com (own production) 

 

Cloetta’s owners have appointed a board of directors presented in the table below. Caroline 

Sundewall, has chaired the board since the AGM 2014 and appointed David Nuutinen as new CEO 

stating in Q2 2015. The overall strategic direction of Cloetta has remained unchanged since her 

nomination and the appointment of David Nuutinen as new CEO has not been in effect within the time 

frame of this study. 

 

 

                                                           
18

 Cloetta annual report 2014 

AB Malfors Promotor, 41.3% 

AMF - Försäkring & Fonder, 8.2% 

Threadneedle Fonder, 3.4% 

Danske Invest Fonder & Försäkring, 2.6% 

Other shareholders, 42% 
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Figure 3.3 

Board of Directors and organizational structure 

 

 

Name Position Elected Birth Nationality Total # of shares 

Caroline Sundewall Chairman 2014 1958 Swedish 20,000 

Ann Carlsson Member 2014 1966 Swedish 9,900 

Adriaan Nühn Member 2012 1953 Dutch 198,363 

Mikael Svenfelt Member 2008 1966 Swedish 37,535 

Olof Svenfelt Member 2008 1941 Swedish 57,375,661 

 

 

 
 

* David Nuutinen was appointed CEO the 11th May 2015 and assumes the position in July 2015 
Source: Cloetta.com 2015-04-15 (own production) 

 

Cloetta employs approximately 2.500 employees worldwide in its functional organizational 

structure with corporate headquarters located in Stockholm, Sweden. Administrative functions such as 

Strategic Development, Corporate Communication, Investor Relations, Business Planning and Control 

and certain Finance functions are located at the head office. Four regional units are responsible for the 

Marketing and Sales of the Group’s products. IT, HR and Finance & Administration are locally organized 

to support the local Marketing and Sales organizations as well as the Supply Chain organization, which is 

responsible for Production and Procurement at the 11 production facilities19. 

3.1.4 Production 

Following the merger with LEAF in 2012, extensive efforts have been taken to attain an effective 

structure of the production facilities through a restructuring program which reached completion in 2014. 

Production is an important element that affects the company’s overall profitability and the rationalization 

                                                           
19

 Cloetta.com 
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has been possible due to excess capacity. The restructuring program has led to in-sourcing of various 

manufacturing and closing of the Alingsås and Gävle (Sweden) plants in 2012 and the factory in Aura 

(Finland) in 2013. This production has been relocated to the factories in Ljungsbro (Sweden) and Levice 

(Slovakia). The aim of the restructuring program was to add annual cost saving synergies of SEK 45m and 

it reached full effect in Q4 2014. According to Cloetta, this affected the EBIT margin to rise from 8.5 

percent to 10.9 percent in 2014. As of 31 December 2014, Cloetta operates 11 production facilities with 

various capacities as seen in below pie chart.  

Figure 3.4         

Breakdown of production facilities 2014, tons  

    

 

Source: Cloetta annual report 2014 (own production)       

 

As seen above, the four major plants account for almost 75 percent of the produced quantity. The 

Group employs a production strategy conceptualized into a long-term vision called “Lean 2020”, which is 

based on benchmarking of world-class production facilities, and executed through customer focus and 

continuous improvements20. The goal of “Lean 2020” is to improve resource-efficiency per line, reduce 

waste, improve energy-efficiency, lower inventory levels and to find an adequate balance between direct 

and indirect costs. According to Cloetta, its pursuit toward the “Lean 2020” vision is developing 

according to plan, but no quantifiable or specific target levels have been externally communicated, making 

it difficult to assess the progress and its implications on firm value21.  

 

                                                           
20

 Cloetta annual report 2013 
21

 Cloetta annual report 2014 

Levice, SL  22,200 

 

Ljungsbro, SE - 

21,400 

Roosendaal, NL 
17,600 

Turnhout, BE 14,900 

Cremona, IT 6,700 

Sneek, NL  

6,600 

Gordona, IT 6,200 

Helsingborg, SE  

2,900 

San Pietro, IT 2,500 
Dublin, IR - 2,200 

Silvi Marina, IT 1,100 

104,300 tons 
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Figure 3.5 

Breakdown of raw material and packaging costs 2014, %  

 

Source: Cloetta annual reports 2010- 2014, Cloetta.com (own production)       

 

According to Cloetta’s annual reports for the years 2010-2014, around 60 percent of total 

production costs consist of raw material and packaging costs, which is deemed significant and an 

important aspect to control and monitor. Apart from market priced commodities, the total cost of raw 

materials is also affected by increased usage efficiency of the factories, which is one of Cloetta’s targets 

with the “Lean 2020” program. The cost for raw materials is determined by the market and subject to 

daily fluctuations, it is therefore mainly outside the control of Cloetta. The share of raw material and 

packaging cost in relation to total production costs have not changed as a consequence of the merger and 

has remained around 60 percent in the last five years22. Even though Cloetta cannot control these costs in 

full and try to pass along price fluctuations to customers and eventually the consumers, the cost structure 

of raw materials and packing has an important strategic value. A shift in cost structure can be observed 

following the merger with LEAF in 2012, which has resulted in an increasing cost diversification of the 

new company and thereby lower operating risk. The implication on firm value following this 

diversification is difficult to isolate, quantify and evaluate. Since the shift in cost structure is a 

consequence of Cloetta’s merger with LEAF and its repositioning on the confectionery market, it is fair to 

assume this shift has had an indirect impact on firm value. However, we elaborate further on this 

hypothesis in the operating performance analysis and the relative valuation sections. 
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 Cloetta annual reports 2010-2014 

Packaging, 23% 

Sugar, 16% 

Cocoa, 10% Milk powder/ 

milk products, 8% 

Glycose syrup, 6% 

Polyols, 5% 

Other , 32% 
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Table 3.1 

Breakdown of raw material and packaging costs, % of total 

       

 

2010 2011 2012 2013 2014 5y avg. 

Packaging 13% 14% 23% 20% 23% 19% 

Sugar 11% 10% 20% 17% 16% 15% 

Cocoa 34% 32% 7% 7% 10% 18% 

Milk products 18% 21% 6% 6% 8% 12% 

Glycose syrup - - 8% 7% 6% 7% 

Polyols - - 6% 6% 5% 6% 

Other  24% 23% 30% 37% 32% 29% 

Total 100% 100% 100% 100% 100% 

 Source: Analysis based on data from Cloetta annual reports 2010- 2014 (own production)       

 

Costs for sugar, cocoa, milk powder and packaging are the most significant costs. The share of 

packaging costs, which is the largest line item in terms of 5 year average, has risen from levels below 15 

percent to over 20 percent and increased from 14 percent in 2011 to 23 percent in 2012 following the 

LEAF merger. However, we cannot find evidence pointing towards an increase in absolute prices of 

packaging material; this is rather a consequence of smaller sized units affecting the share of packaging to 

increase in relation to other raw materials. The cost structure diversification in production we have 

mentioned above is supported by the fact that the “Other” category increased with approximately 10 

percentage points post-merger. Moreover, the aggregated share of cocoa and milk powder costs decreased 

from 53 percent to 13 percent between 2011 and 2012, which is attributable to two factors; Firstly, the 

merger implied a shift from a chocolate dominated company towards a broader confectionery 

manufacturer. Secondly, as illustrated below in figure 3.4, large fluctuations in cocoa as well as sugar 

prices during the observed period are reflected in respective commodity’s share of the total costs. 

Moreover, Cloetta states that their Cocoa and raw sugar costs are lagging behind the market price with 

approximately 6 to 9 months due to risk management efforts and cash flow hedging activities23. 
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Figure 3.6 

Cocoa and raw sugar price, USD/metric ton  

 

 

Source: Datastream, quarterly data (own production)       

 

3.2 Market evaluation and attractiveness 

Cloetta is competing on the European confectionery market and on the Swedish nut market. 

Confectionery is traditionally divided into sugar confectionery, chocolate confectionery, pastilles and 

chewing gum. The company’s main markets are the countries where Cloetta has sales and distribution 

organizations and consist of Sweden, Finland, Italy, the Netherlands, Norway and Denmark. These six 

markets accounted for 86 percent of Cloetta’s sales in 2014. In addition to its main markets, Cloetta sells 

products through distributors in another 40 countries.  
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Figure 3.7 

Home markets by size and segment 2014, MSEK 

 

        

 

Source: Datamonitor and company information (own production)       

 

Cloetta’s main markets fluctuate substantially in size, with Italy standing out as the largest market 

with 2.3x the size of the Swedish market in second place. The three other Nordic home markets have 

relatively similar chocolate markets in terms of size whereas Norway is a smaller sugar confectionery 

market compared to Denmark and Finland. Furthermore, the Netherlands with a population of 17 

million24 has a smaller confectionery market than Sweden with nearly 10 million inhabitants25. The relative 

size of above segments and markets is driven by varying confectionery consumption per capita, which is 

an important industry driver. Consumer price increase and population growth are other drivers along with 

the GDP development in respective countries.    

 Breaking down Cloetta’s main markets per category reveals chocolate confectionery has a 

dominant position with 57 percent of the consumed value. Cloetta however, only recognize 17 percent of 

                                                           
24

 Centraal Bureau voor de Statistiek (2015) 
25

 Statistics Sweden (2015) 

0 

10000 

20000 

30000 

40000 

Chocolate Sugar confectionery Pastilles and chewing gum 

Sugar 

conf.  

30bn (33%) 

Chocolate 

52bn (57%) 

Pastilles & 

chewing 

gum, 9bn 

(10%) 

Sugar conf. 

2,763m 

(52%) 

Chocolate, 

903m (17%) 

Pastilles, 

850m (16%) 

Chewing 

gum, 372m 

(7%) 

Nuts, 159m 

(3%) 

Other, 

266m (5%) 

SEGMENT BREAKDOWN OF MAIN MARKETS 2014, SEK  CLOETTA’S SALES PER SEGMENT 2014, SEK 



 
 

20 
 

its sales from chocolate or SEK 903 million out of a SEK 52 billion chocolate market, which can be 

translated to a market share of 1.7 percent. Consequently, there is clearly untapped potential to leverage 

the brand portfolio to take market shares in the chocolate segment in main markets.  

Pastilles and chewing gum make up 23 percent of Cloetta’s revenue with a market share of 13.8 

percent through sales of SEK 1.2 billion on main markets worth SEK 9 billion. Sugar confectionery is 

Cloetta’s largest sales category with 52 percent of revenues and accounts for 33 percent of the main 

markets’ confectionery industries, in which Cloetta holds a 9.2 percentage market share. It is crucial for 

Cloetta to maintain this strong position by leveraging scale benefits such as bargaining power across the 

value chain paired with cost-efficient production following the supply chain rationalization to drive 

profitability. According to Cloetta’s annual reports, the development of existing strong brands and 

continuous launch of new flavors and products is a key success factor to keep up and outperform 

competitors in these competitive markets. 

Following the acquisition of Nutisal in 2014 Cloetta is also active on the nut market which is 

estimated to be worth SEK 5bn in the Nordic region and is growing annually by 5-8 percent in Western 

Europe26. The nut market is growing faster than the other segments in the confectionery industry and it 

this therefore strategically important for Cloetta to advance its positions in this segment in order to grow 

in line with the ambitions to have a higher organic growth than the industry, which is stated as a financial 

target27. 
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Figure 3.8 

Swedish market breakdown  

 

 

HHI: Herfindahl–Hirschman Index, consult appendix for further information 
  Source: Datamonitor, Euroconstruct, Nielsen, Cloetta annual reports 2010-2014 (own production)     

Sweden is Cloetta’s second largest main market with consumer sales of SEK 13.7 billion and 

showed weak positive development in 2014.  Swedes spent on average SEK 1,445 per capita on 

confectionery in 2013. The pick-and-mix concept accounts for 30 percent of the total market volume of 

140 million kg of confectionery. The Swedish market represented 32 percent of Cloetta’s total sales in 

2014 making it the single most important market with revenues of SEK 1.7 billion. Cloetta and Mondelez 

dominate the market with 23 and 29 percent market share respectively, followed by many small players 

with market shares below 10 percent making it a fragmented market.  
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 Between 2011 and 2013 the confectionery consumption increased by 5.3% to 14.81 kg per capita 

whereas consumer prices have experienced a decelerating growth rate in the period. Following two years 

with zero growth, prices are expected to increase from 2015 going forward. Steady GDP growth is 

expected in coming years, which will affect the confectionery market accordingly. Moreover, the Swedish 

population is forecasted to grow with 3.15 percent from 2014 to 2017.  

 We believe that Cloetta has the capabilities to grow organically at a stable rate in upcoming years 

on the Swedish market, driven by positive outlooks on especially GDP but also price and population 

increases. Furthermore, Cloetta expects the pick and mix concept to generate additional sales of SEK 

200m in 2015 through a new agreement with COOP. The Swedish market is however characterized by a 

concentrated retail trade, which affects Cloetta’s pricing power negatively, even though the retail chains’ 

private labels only account for five percent of the Swedish market. Furthermore, the acquisition of Nutisal 

– with a market share of 12 percent on the nut market – has been integrated into Cloetta during 2014 and 

is expected to grow in line with the nut market, which grows at 5-8 percent annually28. 
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Figure 3.9 

Finnish market breakdown  

 

*HHI: Herfindahl–Hirschman Index, consult appendix for further information 
  Source: Datamonitor, Euroconstruct, Nielsen, Cloetta annual reports 2010-2014 (own production)     

The Finnish market remained essentially unchanged in 2014 with consumer sales of SEK 8.3 

billion. Cloetta holds a strong position with a 25 percent market share on the Finnish market, which is an 

important market that accounts for 18 percent of the company’s total sales. Cloetta along with Fazer 

dominates the market with an aggregated market share of 67 percent. Consequently, the Finnish 

confectionery market is considered consolidated with a tail of small actors and a high HHI of 0.25. 

Despite Finland’s small population, the confectionery market is relatively big in terms of volume with 88 

million kg of confectionery consumed, which can be translated into a confectionery spent per capita of 
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1,530 SEK in 2013. The Finnish retail trade is dominated by a few large players and considered the most 

centralized purchasing in the Nordics, which has implications on Cloetta’s pricing power. 

Looking at the market drivers, we find that Finland has the largest per capita consumption in the 

world29. However, even though authorities imposed a sugar tax in 2011 as an attempt to dampen 

consumption30, levels have remained stable and only reduced slightly between 2011 and 2013 resulting in 

price increases of around 30 percent that have been passed down to consumers. Furthermore, consumer 

prices has grown on average 2.2 percent per year in 2011-2014 and are expected to continue to grow on 

average 1.6 percent per year until 2017. Another source of growth on the market is GDP growth. 

Following the European debt crisis, Finland has had a negative GDP development between 2012 and 

2014 but the economy is stabilizing and GDP is expected to grow slightly in upcoming years.  Finland’s 

population is expected to grow with 1.36 percent between 2015 and 2017 which will have negligible 

impact on the confectionery industry.  

Taking all these factors into consideration, we do not see any substantial growth potential on this 

mature market. It is however strategically important for Cloetta to consolidate its strong position as 

number two on the market and leverage the scale advantages this implies to increase market share further. 

The potential to grow through acquisition is good considering the third biggest player only has 6 percent 

of the market. Since Cloetta is far behind Fazer in terms of market share, it would either require several 

acquisitions or extensive sales efforts to close the gap. Furthermore, Cloetta can leverage centralized 

purchasing from the retail trade by developing new products that quickly reaches wide distribution and 

availability to consumers. 
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Figure 3.10 

Danish market breakdown  

 

*HHI: Herfindahl–Hirschman Index, consult appendix for further information 
  Source: Datamonitor, Euroconstruct, Nielsen, Cloetta annual reports 2010-2014 (own production)     

The Danish confectionery market is the second largest in the region and saw a flat development in 

2014 with a consumed value of SEK 9.4 billion spread on a population of 5.6 million. The Danes 

consumed approximately 88 million kg of confectionery in 2013 and spent a yearly SEK 1,679 per capita, 

which implies high prices on confectionery, due to excise tax on sugar and a generally high price level in 

the country. Denmark represents only five percent of Cloetta’s sales but the company is the third largest 

sugar confectionery and pastilles manufacturer with a market share of 15 percent. The Danish market is 

competitive and fragmented with Haribo as a market leader with a 29 percent market share. Compared to 
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the other Nordic countries, the Danish market is characterized by a more decentralized grocery trade and 

private labels make up four percent of the market, compared to 12 percent for the entire European 

confectionery market. 

Consumption per capita has grown with 7.1 percent during the observed years, which has affected 

the confectionery market accordingly. Furthermore, the consumer price index increased substantially in 

2011 and 2012 followed by modest price increases in the two following years. Looking forward, consumer 

price index is estimated to grow with an average of 1.4 percent per year until 2017. Denmark’s population 

growth has remained stable since 2011 and forecasts suggest a population growth of 1.6 percent between 

2015 and 2017. The Danish economy has grown 0.3 percent on average between 2011 and 2014. This 

growth is forecasted to accelerate in the coming years to an annual average of 1.8 percent between 2015 

and 2017. 

When looking at market fundamentals such as price increase, population growth and GDP, the 

Danish market does not look very appealing in the near future. Although the per capita consumption of 

confectionery has been increasing steadily, we deem it unlikely that the trend will sustain in the years to 

come due to its already elevated level. Consequently, we do not see any material organic growth 

opportunities in this competitive market going forward. However, Cloetta could consolidate the Danish 

market further through acquisitions but we consider this as strategically unsound since it would require 

either an acquisition of the next largest player or many small competitors to become the market leader. 
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Figure 3.11 

Norwegian market breakdown  

 

*HHI: Herfindahl–Hirschman Index, consult appendix for further information 
  Source: Datamonitor, Euroconstruct, Nielsen, Cloetta annual reports 2010-2014 (own production)     

The Norwegian confectionery market is the smallest in the Nordic region but saw a small growth 

in 2014 with a volume of 72 million kg and consumer sales of SEK 8.0 billion. The average spent per 

capita was SEK 1,584, which is in line with the other Nordic countries. Cloetta is the third largest actor 

on the confectionery market and the leading player on the sugar confectionery and pastilles markets with 

a market share of 25 percent which represents annual sales of SEK 265m or five percent of Cloetta’s total 

sales, followed by Nidar (Owned by Orkla) with 20 percent of the market. The Norwegian sugar 

confectionery market is relatively fragmented with many medium large players. Orkla dominates the 
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confectionery market as a whole and retail chain’s private labels have a four percent share of the 

confectionery market. Similarly to the other Nordic countries, the grocery trade is dominated by major 

retail chains. In 2014, ICA announced its exit from the Norwegian market by selling its operations to 

COOP, which increases the consolidation of the market.  

Norway’s GDP is forecasted to grow at a steady pace in the years to come. The population has 

grown with 3.84 percent from 2011 to 2014 and is expected to continue to grow with 3.41 percent until 

2017, paired with an annual average consumer price increase of 1.8 percent in upcoming years. According 

to the market fundamentals, Norway will be the fastest growing market in the Nordic region in upcoming 

years. Moreover, consumption of confectionery per capita increased by 4.7 percent in 2013 to a level of 

14.07 kg per capita, which highlights the market’s strong relative momentum. However, the Norwegian 

per capita consumption has yet to increase with 15.8 percent in order to attain the same level as Finland. 

Even though we anticipate growth to accelerate slightly in the Norwegian market in coming years 

backed by sound fundamentals, we believe further consolidation is necessary in Cloetta’s part of value 

chain to resist price pressure from the retail trade’s increased concentration and private labels. 

Furthermore, following the acquisition of ICA’s Norwegian operations, COOP will increase its share of 

the retail trade significantly, which Cloetta could leverage by implementing the pick and mix concept in 

Norway. According to Cloetta, the Norwegian market is more driven by product innovation than the 

other Nordic markets. As Cloetta’s best-selling brands on the Norwegian market are the same as on the 

Swedish market, we see opportunities to grow organically through brand extensions and new product 

listings, which is in line with the group’s strategy. 
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Figure 3.12 

Dutch market breakdown  

 

*HHI: Herfindahl–Hirschman Index, consult appendix for further information 
  Source: Datamonitor, Euroconstruct, Nielsen, Cloetta annual reports 2010-2014 (own production)     

The Dutch sugar confectionery market including pastilles and chewing gum is the sixth largest in 

Western Europe with an annual volume of 174 million kg and consumer sales of SEK 14 billion. In 2014, 

the market for pastilles and chewing gum decreased slightly whereas the sugar confectionery market was 

practically unchanged. With a population of 16.8 million people, the confectionery spent per capita is 

SEK 834 per year, which is significantly lower than the Nordic markets with an average of SEK 1,559 per 

capita. Cloetta is the second largest player with a market share of 18 percent on the Dutch market, which 

accounts for 12 percent of Cloetta’s total sales. This market differs from the Nordic markets as private 
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labels account for 12 percent. Moreover, the four largest players have an aggregated market share of 54 

percent whereas the same figure is around 70 percent in the Nordic region implying it is a fragmented 

market where consolidation is achievable. The grocery retail trade is heavily concentrated around a couple 

major players. The hard-discount retail chains have a market share of 15 percent, which is a sales channel 

Cloetta is not present in. 

The Dutch population has grown with 1.04 percent from 2011 to 2014 and is anticipated to grow 

with 0.86 percent between 2014 and 2017. Consumer price index has on average increased with 2.1 

percent between 2011 and 2014 and the growth is forecasted to decelerate slightly in the near future 

compared to recent years. In terms of GDP, we anticipate the growth to pick up pace in 2016 following 

the flat development between 2011 and 2014. Confectionery consumption grew with 5.1 percent in 

observed years to a moderate level of 10.37 kg per capita.  

In essence, the Dutch market is fragmented and competitive with strong retail players 

emphasizing private labels. Even though Cloetta has a strong position on the Dutch market and can 

leverage the concentrated retail by efficient distribution of new products, we see a concern with hard-

discount retailers taking market shares from traditional retail chains and consequently Cloetta. 

Consolidation opportunities are reasonable and we deem it strategically sound to assess M&A 

opportunities in the Netherlands to attempt taking a leadership role on the market. The growth outlook 

on the market is not very satisfying following modest fundamentals, which should be carefully considered. 

However, if the per capita consumption development can sustain, this implies a source of growth on 

market. 
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Figure 3.13 

Italian market breakdown  

 

*HHI: Herfindahl–Hirschman Index, consult appendix for further information 
  Source: Datamonitor, Euroconstruct, Nielsen, Cloetta annual reports 2010-2014 (own production)     

The Italian confectionery market accounts for close to 10 percent of the Western European total 

confectionery consumption which declined somewhat to a consumed volume of 371 million kg and 

consumer sales of SEK 32.5 billion in 2014. On average, each Italian spends SEK 230 per year on 

confectionery which equals around 15 percent of what the average Nordic inhabitant spend on 

confectionery. This huge discrepancy explains the relative small size of this market considering Italy 

resides 60.8 million people. Out of Cloetta’s total sales, the Italian market constitutes 14 percent or SEK 

743m in 2014. Cloetta is the second largest player on the sugar confectionery market with a 13 percent 
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market share, closely followed by Haribo and Ferrero with 10 and 9 percent respectively but trailing 

behind Perfetti with a market share of 26 percent. Similarly to the Dutch market, the four largest players 

have a smaller aggregated market share than we can observe on the Nordic markets. Hence we consider 

the market fragmented with a HHI of 0.10. The retail trade’s private labels increased their market share to 

10 percent on the sugar confectionery market. 

Following three years with rather strong consumer price increases between 2011 and 2013, 

consumer price growth was almost flat in 2014. Estimates point toward a slow increase in the index from 

2015 to 2017 with an average figure of 0.9 percent for the period 2015-2017. The Italian population has 

grown with 0.3 percent from 2011 to 2014 and is expected to grow with 0.17 percent until year 2017. 

Looking at the per capita consumption of confectionery, the Italians stand out by consuming far less 

confectionery compared to the Nordic countries as well as the Netherlands with a yearly average of 6.05 

kg between 2011 and 2013. During these years the confectionery consumption increased by 2.9 percent, 

which is less than on Cloetta’s other main markets. GDP estimates point toward a slow recovery 

following a decline in previous years. 

The Italian market differs from Cloetta’s other main markets by having a large number of small 

shops and local retailers and thereby a more fragmented grocery retail trade. In Italy, the three largest 

retail chains stand for a significantly lower share of Cloetta’s sales than in other markets. This can be seen 

as an opportunity for Cloetta to maintain high prices and thereby squeeze margins. On the other hand, 

this limits Cloetta’s ability to quickly reach out with new products to a broad mass on the market. We 

assess the growth on the Italian market to be negligible due to the estimates in underlying market drivers 

and a confirmed decline in the sugar confectionery market during 2014. To attain growth and defend its 

current position on the Italian market, our analysis suggests Cloetta should seek growth pockets in 

segments other than sugar confectionery. To achieve this, an option we consider as feasible is to acquire 

growth in an attractive segment to broaden the product portfolio, similar to their action on the Swedish 

and Danish market with the acquisition of Nutisal. We assess Cloetta’s scale and position on the Italian 

market to be substantial enough to successfully execute and integrate an acquisition. Moreover, 

manufacturing is already in place in Italy with four production plants in the country. Another option is to 

penetrate the large chocolate segment in which Cloetta currently lacks presence. 
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4. Strategic analysis 

4.1 PESTLE-analysis 

The PESTLE-framework is used to understand the macro environment and what impact external 

factors have on Cloetta and the confectionery industry. It is used as a strategic analytical tool where 

Political, Economic, Sociocultural, Technological, Legal and Environmental factors are scrutinized.  

4.1.1 Political and legal factors 

Cloetta has operations through subsidiaries in a number of countries. New laws, taxes and 

regulations in different markets may result in restrictions on operations or set new standards. There is an 

inherent risk that Cloetta’s interpretation or application of laws and regulations in the various markets is 

not entirely correct or that these rules may change, possibly with retroactive effect31.  

Table 4.1 

The five largest producers of cocoa beans in metric tons  

     

  2013/2014 % of world total 

Ivory Coast 1,746 40.1% 

Ghana 897 20.6% 

Indonesia 375 8.6% 

Nigeria 248 5.7% 

Cameroon 211 4.8% 

Total 3,477 79.8% 

Source: icco.org, The International Cocoa Organization (own production)     

 

As seen in table 4.1 above, around 80 percent of the world production of cocoa beans is 

concentrated to five countries. However, these countries are characterized by poverty and political 

instability. This exposure can have unforeseeable consequences on the supply, and consequently price of 

cocoa. On the other hand, these factors are mainly outside the control of Cloetta and their peers in the 

confectionery industry. However, Cloetta invests in their suppliers in terms of education and production 

technology which can potentially mitigate this risk. In general, CSR has gained increased importance for 

confectionery companies in recent years and we observe that these investments are also becoming 

imperative components of their PR-strategies. 
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Table 4.2 

Political and economic stability in Cloetta’s supplier and sales markets  

 Rank Country Score Country Risk Assessment Business Climate Category 

        

Sales markets      

1 Norway 9,93 A1 A1 Full democracy 

2 Sweden 9,73 A1 A1 Full democracy 

5 Denmark 9,11 A2 A1 Full democracy 

8 Finland 9,03 A2 A1 Full democracy 

10 Netherlands 8,92 A2 A1 Full democracy 

29 Italy 7,85 B A2 Flawed democracy 

  Average 9,10     

        

Supplier markets      

49 Indonesia 6,95 A4 B Flawed democracy 

68 Ghana 6,33 C B Flawed democracy 

121 Nigeria 3,76 C D Authoritarian regime 

126 Ivory Coast 3,53 C C Authoritarian regime 

130 Cameroon 3,41 C C Authoritarian regime 

  Average 4,80       

Source: coface.com, eiu.com (own production)     

 

As disclosed in table 4.2, there is a large discrepancy in the political and economic stability 

between Cloetta’s sales and supplier markets. Countries with weak political, economic or financial stability 

run a higher risk of governmental decisions that negatively impacts businesses, such as random price 

controls or tariffs. This can threaten the continuity of operations for global companies that are relying on 

suppliers in these countries32. Governmental regulations can also threaten the confectionery industry’s 

profitability. For instance, goods that are imported into EU must meet EU technical requirements to 

protect consumers. Regulatory measures imposed include standardization of labeling and packaging. 

Moreover, the EU consumes around 16 million tons of sugar per year but only produces 13 million tons 

for food production. The deficit is a result of a quota regulation system, which restricts the EU from 

producing more33. While there has been a shortage of supply in the EU, imported sugar has been coated 

with tariffs, which in turn, has pressed up sugar prices leading to additional costs for manufacturers of 

confectionery that are forced to source sugar from other suppliers34. Ultimately, we do not believe these 

regulations will be abolished in the near future. 
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4.1.2 Economic factors 

 Economic factors in the macro environment are vital to assess to get a sense of how fundamental 

economic drivers will affect a market or industry. Data that are often considered is GDP growth, interest 

rates, inflation, population growth and unemployment rates. Cloetta describes the confectionery industry 

as mature and “relatively insensitive to economic fluctuations and shows stable growth that is driven primarily by 

population and price increases”35. In the figure below, the forecasted average annual growth in consumer prices 

between 2015 and 2017 is plotted on the X-axis and the accumulated population growth during the same 

period is plotted on the Y-axis. We have presented this data for Cloetta’s six home markets along with the 

U.K, since we assess it will become an important market for Cloetta going forward due to the acquisition 

of British-based The Jelly Bean Factory and Cloetta’s strategy to penetrate this market further36.  

Figure 4.1 

Confectionery industry growth drivers on Cloetta’s home markets, 2015-2017 forecast  

 

 

 

Source: Euroconstruct – November 2014 (own production)     

 

By studying current and forecasted growth in consumer prices and population, confectionery 

manufacturers can focus their marketing and promotional efforts to regions with attractive growth 

outlook. Based on our analysis of fundamental drivers, the Swedish and Norwegian markets are expected 

to grow at a higher rate than the other countries’ confectionery markets. Furthermore, The British, 
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Finnish, Dutch and Danish markets have similar forecasts whereas Italy is deemed to deliver negligible 

growth in the key drivers analyzed.  Since the global confectionery market is mature, it is implied that the 

organic industry growth rate is similar to the overall growth of the economy. As a result, growth through 

acquisition is essential to secure gains in market share. By analyzing these macro drivers, acquisitions of 

locally strong brands can be targeted in markets where desired organic growth is anticipated. 

Throughout the period 2009-2013, the European confectionery market saw a modest growth in 

terms of value with a CAGR of 2.8 percent and a volume growth of CAGR 1.8 percent37.  This indicates 

that apart from small volume growth, price increase has been the prime driver of growth in the industry 

during the years 2009-2013. Besides inflation, price increases in the confectionery market have occurred 

due to increased raw material prices on cocoa. This is a consequence of industry practice to pass 

fluctuations in raw material prices down the value chain. 

In the years 2013-2018, the market in terms of volume is expected to grow from 6,840 to 7,585 

million kilos per year, which represents a CAGR of 2.1 percent for the period. Consequently, the growth 

rate is forecasted to increase by 0.3 percentage points in the following years but from already low levels. 

Despite the accelerated growth in volume, the value of the market is projected to showcase a growth rate 

that decelerate by 0.4 percentage points to a CAGR of 2.4 percent between 2013-2018. This demonstrates 

that the gap between the growth rate of the market (value) and the consumption (volume) is declining, 

which is a result of the forecast of more stable inflation rates in Europe in the coming years38. 

Since 2005 the cocoa price has been subject to high volatility. The price of cocoa has doubled 

since 2006. Regional political instability and shortage of supply due to unfavorable weather conditions 

have been the primary drivers of this development.39 The Ivory Coast got launched into a quasi-civil war 

in 2002 and the country has yet to recover from domestic political turmoil. The country produces around 

40 percent of the world's cocoa and if a renewed conflict breaks out, the cocoa price is expected to 

increase significantly due to damaged and unharvested crops as well as damaged infrastructure40.  As 

already mentioned, 60 percent of Cloetta’s production costs consist of raw materials and packaging. 

Consequently, fluctuations in raw material prices change how companies in the confectionery industry act, 

react and are positioned in the value chain. The inherent risk of volatile commodity prices can potentially 

disrupt the stability in the companies’ operating margin, which is something to carefully consider when 

pricing products.  
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Figure 4.2 

Value chain and pricing structure in the confectionery industry  
 

 

Source: A.T Kearney (own production)     

 

As commodity prices increase, there are usually two ways in which companies can react; accept 

the cost increase or pass it along to the retailers and ultimately the customer. Taking the hit of increased 

costs is sometimes inevitable but it puts unwanted pressure on the margin and profitability. The 

commonly employed strategy by Cloetta and its competitors is to pass along the costs through retailers 

down to the consumers that are generally more inclined to pay a price premium for branded products. 

However, price increases may influence the consumers to buy less of Cloetta’s products and/or move to 

the less price elastic store-brands or different product categories. This varies, based on product category, 

the relative strength of a brand, availability of cheaper alternatives and overall consumer behavior41. 

Consequently, neither absorbing the costs internally, nor passing along increased costs down the value 

chain is desirable. Instead, adopting alternative pricing and packaging strategies can effectively impact 

Cloetta’s profitability. 

4.1.3 Sociocultural factors 

Increased obesity among adults is an increasing public health concern. According to OECD, 53 

percent of all adults are overweight or obese in the EU countries42. This could threaten the demand for 

confectionery products as consumers shift their consumption to more healthy substitutes, such as fruit 

and nuts. But as seen in the chart below, the per capita consumption has seen a slight increase in all of 

Cloetta’s main markets except Finland during the last three years. 
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Figure 4.3 

Yearly confectionery consumption, kilos per capita  

 

                                                                   

Source: Datamonitor (own production)     

 

Finland has the largest confectionery consumption per capita followed by its three Nordic peers. 

The per capita consumption of confectionery in the Nordic countries is elevated in an international 

comparison, which denotes that Cloetta is present on attractive markets with a strong underlying demand. 

A growing number of countries have adopted policies to prevent this trend to spread further. This 

includes public awareness campaigns, health professional training, advertising limits or bans, restrictions 

on sales of certain types of food and beverages, taxation and labeling43. On the other hand, health trends 

and the ongoing debate on increased obesity due to sugar imply both a threat and opportunities. This 

trend has stimulated an increased interest in sugar substitutes such as sweeteners and natural ingredients. 

As a result, the sweeteners industry is expected to see increased and sustained growth in the future44. 

However, there are different perceptions regarding the health benefits of using various sweeteners, and 

this will have an impact on consumers. Current health trends have not affected the confectionery industry 

to any significant extent, most likely due to the consumption patterns; candy is often eaten on special 

occasions or to indulge in everyday life. In fact, the confectionery consumption per capita is rather 

increasing.  Cloetta has a comprehensive range of sugar free products and strives to embrace trends and 

adjust its offering to continuously satisfy consumer preferences which can be exemplified through the 

acquisition of “Nutisal” (roasted nuts) in 2014. 
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Traditional market segmentation on the basis of age, gender and income has small relevance in the 

positioning of brands in the confectionery market. Confectionery consumption is determined to a large 

extent by desire and the consumers range from kids to elderlies in all income segments45. Consequently, 

we do not believe health trends will have a substantial impact on Cloetta’s performance in the foreseeable 

future.  

4.1.4 Technological factors 

Access to high-tech and highly efficient machinery enables companies to produce high quality 

products at low prices. Important success factors in the production process include both long-term and 

daily initiatives to achieve continuous improvements and a culture of learning. The confectionery industry 

has a long history and there is a low rate of technological change and innovation46. However, innovation 

through the use of alternatives to sugar such as stevia and natural sweeteners in the production has 

broadened the product offering. The challenge with using stevia-sweetened chocolate is the cost, as it is 

up to three times more expensive to make chocolate with stevia than with white sugar. The problem is 

not the stevia itself but rather the fiber blends needed to give the chocolate its usual structure and 

volume47. The stevia market is still developing with new suppliers emerging. One can therefore expect 

that the cost of stevia products will decrease in the medium term48.  

Packaging is gaining increased importance in the confectionery industry. It now goes beyond its 

primary objective to protect the content contained. Apart from listing the ingredients, nutritional 

information and packaging date, it also serves as a vital communication platform to catch the consumers’ 

eyes and reinforce the brand image to build a connection with the consumers49. As most of the 

confectionery purchasing decisions are made at the point of sale, packaging and brand image is a 

significant success factors50. A wide range of different printing technologies and processes offers 

advancements in this industry. Beverage and confectionery manufacturers are increasingly using new 

techniques to improve product visibility in a cost-effective manner51. The level of innovation in the 

industry in general is considered low, in parts because people are inclined to buy confectionery they know 

and are fond of. Apart from affecting the production and supply chain side of the business, technological 

advances are not projected to have a considerable impact on the industry in the near future. 

 

                                                           
45

 Cloetta annual report 2014 
46

 Ibid. 
47

 Food engineering & ingredients  
48

 Ibid. 
49

 Candy Industry  
50

 Cloetta annual report 2013 
51

 Food engineering & ingredients  



 
 

40 
 

4.1.5 Environmental factors 

In the wake of globalization, individual consumers are more interested in the sustainability and 

safety of their food, ethical standards and what effect their consumption habits have on the environment. 

As more people become concerned of products’ origin and production methods, companies that discard 

environmental or social/ethical aspects face the risk of losing in the market. Farmers’ working conditions 

are generally poor and they are often poorly salaried which has made the debate on sourcing of cocoa to 

focus on child labor and the share of revenue gained from underprivileged suppliers52. A growing part of 

the production has, as a result, been certified with sustainability certificates. This means producers can 

earn the right to label their products with “Fairtrade”, “Rain Forest Alliance” or “UTZ” certificates when 

complying with environmental and social requirements53. However, according to the International Cocoa 

Organization the “Fairtrade” label makes up for only 0.5 percent of the cocoa market and the organic 

market makes up for less than 0.5 percent54.  

On the other hand, the markets Cloetta operate are characterized by customers with strong 

purchasing power that require sustainable production and fair conditions along the entire value chain. We 

thereby believe the actions Cloetta are taking in educating and investing in its suppliers is morally correct 

as well as strategically sound. 

 

  

                                                           
52

 Dagens Nyheter 
53

 Ibid. 
54

 ICCO 



 
 

41 
 

4.2 Five forces analysis 

4.2.1 Buyers’ bargaining power 

Figure 4.4 

Factors influencing buyers’ bargaining power  

  

Source: Authors’ judgment, industry analyses (footnoted) and Cloetta annual reports (own production)    

  
 

 

The main customers in the confectionery market are large retailers and the end buyer and 

consumers of confectionery are ranging from children to elderlies. Confectionery products are 

standardized products with generally uniform characteristics and buyers have very low switching costs, 

making it easy and inexpensive to choose among brands. Buyers are generally also independent and not 

tied to a specific product or brand. This increases the buyers bargaining power and puts pressure on 

strong branding and marketing efforts for confectionery suppliers in order to establish loyal buyers. Large 

retailers who represent a large part of the confectionery company’s sales can leverage their position and 

put pressure on the confectionery company, which further strengthens buyers bargaining power. After a 

process of consolidation in the European grocery trade is taking place and large sophisticated players have 

increased their bargaining power. For instance, the three largest retailers represent over 90 percent of the 

Swedish market, the top five retailers in Switzerland account for 92 percent of the market and the ten 

largest retailers in Germany represent 90 percent of turnover55. As a result, they are able hold back price 

increases and demand high marketing efforts as confectionery players get more dependent on these large 

grocery retailers. As 80 percent of all confectionery purchasing decisions are made at the point of sale, 

availability and product placement in stores are significant success factors56. Large retailers can therefore 

leverage their position as sales channel which in turn increases their bargaining power. Cloetta's head of 
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investor relations, Jacob Broberg, estimates that Cloetta’s new products have roughly 3 months to 

generate considerable sales in the retail stores57. If the product does not sell in line with retail stores’ 

expectations, the products are removed from the shelf and replaced with something ells. This drives up 

buyers’ power since retailers control what products get exposure in their stores. To mitigate this 

consequence, confectionery manufacturers need “must-have” products that retail chains demand. 

Retailer’s power affects product innovation negatively and leads to fewer new products launched. Almost 

all of Cloetta's most top-selling products are more 50 years old. For example, “Läkerol” was launched in 

1909, “Kexchoklad” in 1938, “Plopp” in 1949 and “Ahlgrens Bilar” was introduced in 195358. This is a 

clear indication of consumer loyalty. However, this could instead open up the door for brand extension 

(e.g. mixture of Polly and Ahlgrens Bilar) but this is, again according to Jacob Broberg, mostly to keep 

brands fresh and active, and not necessarily a long-term strategy for new product innovation.  

Figure 4.5 

Private labels market share in Europe, 2014  

 

Source: IRI InfoScan (own production)     

 

Large retailers also tend to backward integrate and it is not unusual that they offer a private label 

range of confectionery. Major retail chains have their own private labels, such as ICA by ICA, “Economy 

X-tra” and the organic “Änglamark” by Coop, “Garant” by Axfood and “Fin Carré” and “JD Gross” by 

Lidl. Private label products can be purchased for half the price of branded products, but since brand 

loyalty is an important factor in confectionery, they struggle to gain substantial market share. As seen in 

figure 4.4 above, private labels account for only 12.3 percent of the European confectionery market in 

201459. This is less than other categories in the food industry and mitigates the buyers’ powers since 
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traditional premium brands are demanded from consumers. If consumers would not demand or require 

premium brands in retail stores, the market share of private labels would certainly increase. Ultimately, the 

buyers’ bargaining power in the confectionery industry is considered as moderate to high depending on 

the concentration of the retail trade in respective market. 

4.2.2 Suppliers’ bargaining power 

Figure 4.6 

Factors influencing suppliers’ bargaining power  

 

Source: Authors’ judgment, industry analyses (footnoted) and Cloetta annual reports (own production)     

 

The manufacturers of confectionery rely heavily on raw materials such as cocoa, palm oil and 

sugar as there are no absolute substitutes to these raw materials. The supplier market has been, and still is, 

characterized by significant consolidation which reduces the possibility to use alternative suppliers60. As a 

result, the ten largest suppliers of raw materials accounts for 41 percent of Cloetta’s total purchases. As 

evident from Cloetta’s annual reports, 60 percent of Cloetta’s production costs are related to packaging 

and raw materials. Hence, Cloetta has a major exposure to their suppliers and the cost of raw materials. 

Cloetta also adopts a sustainable purchasing policy as raw materials are only purchased from suppliers that 

can be verified against their requirements regarding quality, product safety and sustainability. For instance, 

all of Cloetta purchased cocoa must be from UTZ Certified farmers. This further narrows Cloetta’s 

sources of supply and decreases the amount of suppliers.  

 Fluctuations in raw material and commodity prices increase the competition among suppliers as it 

might open the door for new, low-cost entrants. The availability of a less costly alternative supply sources 

can put pressure on established manufacturers and create opportunities for new suppliers to enter the 
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market61. As an example of this was the excess supply of cheap gum in China a few years ago which put 

pressure on leading non-Chinese suppliers of xylitol, a sweetener for candy gums, who were 

outperformed by their Chinese competitors62. In summary, the suppliers’ bargaining power in Cloetta’s 

part of the value chain is as strong as Cloetta permits them to be due to the different certifications and 

standards of production required by their buyers. The major threat relating to Cloetta’s sourcing of raw 

materials is not an industry or business issue but rather a macro economical concern as discussed in the 

PESTLE-analysis. 

4.2.3 Threat from new entrants 

Figure 4.7 

Factors influencing the threat from new entrants  

 

 

 

 

 

 

 

Source: Authors’ judgment, industry analyses (footnoted) and Cloetta annual reports (own production)     

 

The confectionery market is saturated and the limited growth does not attract new entrants but 

rather serves as a barrier for entry. New entrants are forced to compete for market share with established 

players with strong brands and often loyal customers. Big players enjoy large economies of scale, both in 

terms of production and marketing. Confectionery products often target a wide range of consumers and 

the marketing efforts often attempt to reach the largest possible audience to maximize the brand 

exposure. Products are in general undifferentiated which makes it hard for new entrants to compete with 

other than price. As established players generally benefit from economies of scale, the attractiveness of 

the confectionery industry for new entrants is deemed as low. In addition, margins are low across the 

industry – partly due to the lack of technological differentiation – which limits the opportunity to 

compete with low price over time.  
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Beneficial alternative 

Health awareness Low cost switching 

Rather high levels of capital relative to the value of output is required to set up production as 

confectionery products are often produced in-house and in significant volumes. This further reduces the 

threat from new entrants due to the scalability of the industry. 

Again, increased backwards integration by large retailer raises the threat of new entrants as they 

can leverage their infrastructure, sales channels and brand recognition. Strong branding is once again 

important protection against backward integration from retailers. New entrants on the confectionery 

market also need to comply with legislation from the European Food Safety Authority, which also limits 

the attractiveness to enter the market. 

4.2.4 Threat from substitutes 

Figure 4.8 

Factors influencing the threat from substitutes  

 

 

 

 

 

 

Source: Authors’ judgment, industry analyses (footnoted) and Cloetta annual reports (own production)     

 

Substitutes that threaten the confectionery market consist of other snacks, such as potato chips or 

popcorn and other non-confectionery products such as fruit. Low switching costs for customers to 

choose between confectionery and its substitutes drives this concern. However, substitute products often 

bring storage disadvantages since they in general require more shelf space than other snacks. Fruit is a 

perishable item and might not be a problem for large retailers with high turnover rate of sales, but small 

retailers and kiosks might be less prone to sell fruit since it puts greater pressure on their turnover 

compared to long lasting confectionery products. Fruit also might require investments in chilled display 

units. Again, small retailers and kiosks might be reluctant to such investment which in turn drives down 

the threat of substitutes within this sales channel. The fact that confectionery products are often stacked 

next to its substitutes such as potato chips and popcorn in grocery stores might imply that the threat of 

customers switching between alternatives is fairly high. But as previously discussed, the per capita 

consumption of confectionery has been stable and slightly increasing over the last years which suggest 

confectionery products are able to hold back the threat from substitute products.  
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Health awareness and fitness trends also threaten confectionery industry since consumers might 

shift completely from these products to more healthy substitutes like fruit. On the other hand, this creates 

an opportunity for confectionery manufacturers to capitalize on a new demand for healthier products by 

using natural sweeteners and stevia. It also creates an opportunity to extend their existing brands and 

market the new products as a healthier choice with same taste.  

Moreover, the price elasticity of demand for confectionery is perceived as low, or inelastic63. The 

price of confectionery goods does not tend to decline during economic recession, nor do stores reduce 

price during gift-giving periods, which implies inelastic demand. This means price increase (decrease) 

leads to negligible decreases (increase) in demand. In other words, consumers are willing to buy and pay 

for confectionery goods regardless of the price. This is also Cloetta’s view of elasticity of demand on its 

main markets64. However, due to low switching costs between products in one segment and a competitive 

business environment, the elasticity of demand for specific products tend to be higher. This confirms and 

emphasizes the importance of strong brands in the market. All in all, the threat from substitute products 

is deemed as fairly low as consumption hasn’t declined despite price volatility, excise tax on sugar and the 

introduction of potential substitutes over the years. 

4.2.5 Degree of rivalry 

Figure 4.9 

Factors influencing the degree of rivalry  

 

 

 

 

 

 

 

 

 

 

Source: Authors’ judgment, industry analyses (footnoted) and Cloetta annual reports (own production)     
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As already mentioned, the organic growth is weak in the confectionery industry. This results in a 

fierce competition for market share through price pressure and expensive branding efforts. Thus, the 

rivalry amongst competitors is high. Consumers’ low switching cost between brands and substitutes drives 

up the rivalry amongst existing firms further. However, product differentiation and strong branding 

makes consumers loyal to some extent and thereby mitigates the rivalry intensity65.  

Big international players like Mondelez, Haribo, Lindt, Nestlé, Mars and Ferrero dominate the 

global confectionery industry. However, strong locally established players challenge the larger companies 

who aren’t able to maintain strong positions in all geographical markets66. Hence, the confectionery 

industry is fairly fragmented the four leading players controlling 48 percent of the global market with the 

potential for further consolidation67. Homogenous products and lack of diversity among competitors 

drives up the rivalry further and makes branding and marketing efforts essential to succeed in the 

industry.  A number of equally balanced players, low organic growth and promotional campaigns from the 

biggest brands intensify the rivalry among firms. In summary, the rivalry amongst competitors in the 

confectionery industry is high and the limited potential for innovation and technological differentiation 

makes it difficult to outperform competitors in terms of value proposition. Hence, a strong brand with 

loyal customers is imperative in order to win on the market. 
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4.3 SWOT-analysis 

In the SWOT-analysis key aspects from the external and internal analyses are condensed to find the 

company’s strengths, weaknesses, opportunities and threats. While strengths and weakness are based on 

Cloetta’s internal factors, opportunities and threats are derived from external industry factors. 

Figure 4.10 

Cloetta’s strengths, weaknesses, opportunities and threats  

 

 

Source: Authors’ judgment (own production)     

 

4.3.1 Strengths  

In July 2014, Cloetta signed an agreement with Coop Sweden AB to provide them with a new 

candy pick and mix concept starting in 2015. This means that Cloetta now is responsible for the provided 

range of products, interior design etc. in Coop stores. In addition, Cloetta also supplies a pick and mix 

concept with natural snacks such as nuts, fruits and berries. With Cloetta’s wide range of products from 

several markets, supplemented by external classics they can provide Coop's customers with a very 

attractive product range. With the new pick and mix concept, Cloetta can expand their offering in 

Munchy Moments which is deemed to contribute to profitable growth. Pick and Mix is estimated to 

account for about 30 percent of the total sales in the Swedish confectionery market and a considerable 
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amount on the other Scandinavian markets68, it is thus an important strategic initiative for Cloetta to 

expand into this area. 

 As stated previously, strategic acquisitions of Nutisal, The Jelly Bean Factory and Goody good 

stuff has been a crucial growth factor for Cloetta over past couple of years. Now providing products in 

the chocolate-, sugar confectionery-, pastilles and chewing gum-, sweetener- and nut markets gives Cloetta 

a wide range of products in different segments. This mitigates their exposure to shifts in consumers’ 

consumption. In addition, Cloetta is not entirely exposed to the price of one single commodity as they 

offer products with diverse ingredients.  

Cloetta’s restructuring program and the “Lean 2020” initiative is developing according to plan. 

For instance, part of the production has moved to low cost production facilities in Slovakia to improve 

operational profitability. As a result of “Lean 2020”, costs related to production and sales have had a 

positive development over the last three years. This is an indication of strength and indicates an up-side 

potential for further improvements on Cloetta’s profitability going forward.  

Cloetta has between 14 and 33 percent market share in their six main markets. This international 

presence with strong brands in several markets and segments makes Cloetta more resilient to a possible 

negative development in a specific country.  

4.3.2 Weaknesses 

 Although Cloetta has a strong presence in several countries, Cloetta recognizes 88 percent 

of its sales in Europe and 33 percent in Sweden. Therefore, changes in the economic situation in Europe 

or Sweden that is affecting consumption patterns is also likely to affect Cloetta’s sales. The process of 

consolidation on the European and Swedish retail trade has created large and dominant players that can 

hold back price increases from confectionery manufacturers. As earlier mentioned, the top three retailers 

represent 90 percent of total sales in Sweden. Consequently, Cloetta has a limited bargaining power and is 

more depended on these large retailers. This is especially critical for Cloetta since the Swedish market 

account for more than 30 percent of their total sales.   

Furthermore, from a price survey we have conducted, it is clear that various Cloetta products are 

sold with a discount in terms of price/kg in comparison with its peers on the Swedish market. For 

example Cloetta’s bestselling “Gott & Blandat” is sold in 210 gram bags whereas Fazer’s competing 

“Tutti Frutti” is sold at the same price in 180 gram candy bags resulting in a price/kg of 80.71 kronor 
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versus 94.17 kronor respectively69. Cloetta has the potential to increase price/kg, either by increasing the 

price or by reducing the amount of candy in its packages while maintaining the same price for the 

consumer. We estimate the latter to be the most beneficial since Cloetta’s competitors sell their products 

in smaller packages. Consumer packaged goods companies such as Heinz Ketchup have adopted this 

method of reducing the bottle size of its flagship Heinz 57 sauce to cope with increased tomato price70. 

Moreover, it is fair to assume consumers initially evaluate the absolute price before comparing price/kg. 

We thereby believe changing package sizes can have a positive impact on Cloetta’s profitability and 

bottom line. 

4.3.3 Opportunities 

The confectionery industry has shown stable and slightly increasing per capita consumption over 

the last three years which implies that customers are loyal to confectionery. Even though excise tax on 

sugar has been imposed in certain countries, no significant change in consumption has been observed. It 

is therefore unlikely that there will be a sudden consumption change or reduced demand of confectionery 

products across the industry and confectionery in the foreseeable future. In addition, this opens an 

opportunity for the industry to target customers through new sales channels and products to stimulate 

growth, as existing consumers are loyal.  

As a consequence of the health trend and the debate on weight and sugar, the sweeteners industry 

is expected to see sustained growth71.  This opens opportunities for increased growth in the confectionery 

industry. Players on the confectionery market can leverage existing brands to expand their offering into 

products with natural sweeteners, as Coca-Cola Company has done with its new beverage “Coca-Cola 

Life”72. In doing so, Cloetta would reduce its exposure against fluctuating commodity prices, hence 

reducing the operating risk. Sugar for instance, can be replaced by stevia extracts and other natural 

sweeteners, Furthermore, Cloetta is well positioned and technologically prepared to potentially execute 

said reformulation following the acquisition of Goody Good Stuff, which produces all-natural gummy 

candy made with a plant derived bio-gum technology. 
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4.3.4 Threats 

Confectionery is a mature market with low growth. As a result, there is a fierce competition 

among competitors to gain market share. Basically the only way to compete is with brand or price, making 

it essential to have continuous marketing efforts for branding purposes. Expensive marketing campaigns, 

sales promotional activities and lower prices put pressure on margins and threaten confectionery players’ 

profitability.  

Over the past few years there has been relatively high volatility in commodity prices following 

political instability in producing countries. Prices may also be affected by other factors such as EU 

agricultural policy, a higher standard of living in producing countries and the interest in investing in 

commodity exchanges. This is to a large extent out of confectionery manufacturers’ control but affects 

their financial performance significantly.  
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5. Financial analysis 

5.1 Quality of the financial statements 

It is important to assess the validity of the financial statements as companies may have reasons to 

modify its accounting numbers. A financial statement that provides an objective picture of the company is 

considered of good accounting quality. Cloetta’s financial statements have been prepared in accordance 

with the International Financial Reporting Standards (IFRS), as adopted by the EU, and the Annual 

Accounts Act73. The auditor is KPMG and they have stated in the auditor’s report that “The annual accounts 

have been prepared in accordance with the Annual Accounts Act and present fairly, in all material respects, the financial 

position of the parent company as of 31 December 2014 and of its financial performance and its cash flows for the year then 

ended in accordance with the Annual Accounts Act”. 

5.2 Preparation of the financial statements 

As argued by Koller et al. (2010), a firm’s operations is the primary driving force behind value 

creation and is therefore important to isolate for valuation purposes. In this section we have reformulated 

Cloetta’s income statement and balance sheet to separate operating activities from financing activities. It is 

further argued by Koller et al. (2010) that it is beneficial to separate investments in operations from 

financing activities when analyzing financial ratios to measure a firm’s profitability and value.  

5.2.1 Reformulation of the income statement 

 In the reformulated income statement, net operating profit after tax (NOPAT) is calculated in 

order to obtain the free cash flow to firm (FCFF). Items of financial and operating nature are separated to 

highlight the profit from the firm’s core business. This also makes it easier to compare the company on a 

year to year basis and explains how the operating and financing items affect the comprehensive income. 

Net sales and other income 

Net sales relates to the revenues from Cloetta’s core products such as confectionery goods, 

pastilles, chewing gums and nuts. Net sales also include royalty income. Other income consists of the 

gains on the sale of brands and gains from divestment of assets. Selling of brands relates to the operating 

business whereas selling of assets is not considered to be of operating nature. However, Cloetta does not 

specify the exact distribution of these items. Since “Other income” represents a fraction of the total 

income and appears to be rather consistent and recurring over time, it is therefore no point in separating 

“Other income” into operating and financing income. To estimate such separation would result in a 
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rough approximation of which the validity would be questionable. “Other income” is as such classified as 

part of the operating business. 

Operating expenses  

Cost of goods sold represents the direct and indirect expenses attributable to net sales, including 

raw materials and consumables, cost of work contracted out and other external expenses, personnel 

expenses in respect of production employees, and other operating expenses that are attributable to the 

production of products. Selling expenses comprise the cost of brand support through direct and indirect 

advertising, promotional activities, sales support and marketing costs. General and administrative 

expenses include the cost of general management, human resources, finance and administration, 

information technology, and other back office services74. It is stated that depreciation and amortization 

are distributed among “cost of goods sold”, “selling expenses” and “general and administrative expenses”. 

The amount of depreciation and amortization distributed to these items has therefore been added back in 

order to derive Gross Profit and EBITDA75.  

Taxes and financial items  

To calculate NOPAT, we have separated tax on operating income (EBIT) from tax on financial 

items. Cloetta’s effective tax rate is stated in the annual reports and is used when calculating the tax on 

operating income. NOPAT will then equal EBIT less the calculated tax on operating income. Usually a 

firm like Cloetta, with rather high financial leverage, has larger financial expenses than financial income 

which in turn generates a tax return (tax shield). NOPAT less net financing expenses plus tax shield 

equals profit for the year.  

5.2.2 Reformulation of the balance sheet  

In the reformulated balance sheet, operating assets and liabilities have been separated from the 

financial assets. This is done to analyze how the company is able to generate profit and to derive the 

invested capital76. The full reformulated balance sheet can be seen in appendix 8. The classification of the 

respective line items is discussed below. 

Operating current assets 

“Inventories” and “Trade receivables” are regarded as part of the operating business and thus part 

of the operating assets. “Other receivables” are not discussed further in the annual report and without 

further notes it is not possible to separate interest bearing receivables from non-interest bearing 

receivables. For the purpose of this study, “Other receivables” are treated as an operating asset in 
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accordance with the recommendations of Petersen and Plenborg (2012). Moreover, it is assumed that 

“Prepaid expenses and accrued income” relates to operations and is therefore treated as an operating 

asset. Corporate tax relates to both operating as well as financing activities and should therefore be 

calculated from operating income and financial expenses. Cloetta does not disclose whether the “Current 

income tax asset” is linked to operations or financing or a combination of both. However, according to 

Koller et al. (2010) tax assets are in most cases directly related to operations. “Current income tax asset” is 

therefore considered as an operating item.  

Operating current liabilities 

Cloetta defines “Trade payables “and” Other payables as “obligations to pay for goods or services that 

have been acquired in the ordinary course of business from suppliers”77. Hence, it is part of the core operations and 

treated accordingly. “Accrued expenses and deferred income” consists of personnel-related expenses, 

customer bonuses and customer discounts which are all part of Cloetta’s operations. “Current income tax 

liability” and “Deferred tax liability” are also assumed to be operating liabilities following the same 

rationale as “Current income tax asset”.  Consistency when classifying operating and financing items is 

crucial – if a tax asset has been classified as an operating item the tax liability should then be treated as an 

operating item. The “Provisions” line item consists of provisions from reorganization and sales return. 

According to the Cloetta’s annual report 2014, the reorganization provision is mainly related to 

restructuring expenses in the commercial area, restructuring of the supply chain and merger-related 

activities. To stay competitive, it is necessary for Cloetta to invest in these areas, hence the classification as 

operating items.  

Net working capital 

Cloetta’s net working capital is calculated as operating current assets less operating current 

liabilities. 

Operating non-current assets 

“Intangible assets”, “Property, plant and equipment” and “Deferred tax assets” are all recognized 

as operating items.  
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Interest bearing assets 

Cash and cash equivalents is treated as a financial item, and is therefore not included in the 

invested capital related to operating activities. Cash can be divided into excess cash and operating cash. 

Excess cash is by definition not used in core operations, hence treated as a financing item78. Cloetta 

appears to treat cash and cash equivalents as excess cash in their annual report.  This indicates that this 

item should be treated as a financial when defining the invested capital. “Derivatives financial 

instruments” includes forward contract to repurchase own shares and interest rate swaps which are 

interest bearing securities. “Other financial assets” is also assumed to be interest bearing and regarded as a 

financial item. “Asset held for sale” includes the land and building facility in Zola Predosa, Italy. This item 

is classified as a financial item, as the disposal of this asset will reduce Cloetta’s borrowings or increase 

cash and cash equivalents79. Therefore, we treat this as a financing item.  

Interest bearing debt, equity and equity equivalents 

”Provisions for pensions and other long-term employee benefits” is an interest bearing item that 

bears the risk associated with future development in inflation and interest rate. It is therefore logical to 

treat this as part of financing. “Borrowings”, “Derivative financial instruments” and “Other non-current 

liabilities” are as well interest bearing financial items. The equity capital is also a part of Cloetta’s financing 

items.  

5.3 Choice of peers 

 In the subsequent performance assessment and relative valuation, we have benchmarked Cloetta’s 

financial performance and trading multiples against comparable public companies. In order to obtain 

meaningful outcome of these benchmarks, the assumption rely on the premise that chosen peer 

companies share key financial and operating characteristics, performance drivers and risks as our 

valuation target80. Since the compared companies are supposed to provide market benchmarks against 

which we have established our valuation, it is also important to select companies trading on the same or 

similar financial market as Cloetta. It is important to assess several factors when creating a peer universe 

for benchmarking purpose; the most crucial are summarized below.  
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Figure 5.1 

 Assessment criteria for peer universe  

 

 

  

 

 

Source: Rosenbaum & Pearl (2009) (own production)     

Industry analyses, equity research reports and market data provided us with a list of plausible peer 

companies of which we have assessed the companies’ comparability with Cloetta by taking above factors 

into consideration. This exercise has rendered 12 peer companies we have divided into two peer groups, 

namely: “International confectionery”, consisting of Cloetta’s international competitors in the 

confectionery industry, and “Nordic consumer goods” consisting of listed Nordic companies in the food 

and beverage as well as the packaged consumer goods industries. Similarly to Cloetta, all our peer 

companies have their own production and brands. Furthermore, the demand for our peer companies’ 

products is driven by similar drivers and they all operate in mature industries and compete on similar 

geographic markets. Our two peer groups consist of six companies each and serve primarily as 

benchmarks and references for our performance assessment and relative valuation. In accordance with 

the theories of Rosenbaum & Pearl (2009), we have selected Orkla, Raisio to triangulate Cloetta’s relative 

value based on the above business and financial criteria. The purpose of this is to narrow down the peer 

universe into a more representative group of comparables for valuation purposes. Further elaboration in 

this matter follows in the valuation section. 

5.4 Performance assessment 

The performance assessment is based on the reformulated financial statements and data gathered 

from Bloomberg. Understanding a company’s past is important to better forecast its future. Likewise, it is 

essential to examine trends in the performance to base the forecast of future cash flows on reasonable 

assumptions of the company’s key value drivers81. The performance assessment is broken down into three 

sections where we start by investigating Cloetta’s profitability and operating performance to get an 

overview of the business’ fundamental condition. We have then looked into the financing of operations 

and finalize the section by analyzing growth and map out the line items’ underlying trends. 
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In order to generate sensible outcome in regards to the merger with LEAF, the figures disclosed 

in this section reflect Cloetta’s and LEAF’s stand-alone performance from 2009-2011 and the merged 

entity from financial year 2012 onwards. To assess financial performance we have benchmarked Cloetta’s 

financials against two separate subjects. Firstly, we have compared Cloetta’s performance with industry 

averages that we have derived through our two peer groups; “International confectionery” and “Nordic 

consumer goods”. Secondly, we have examined how well Cloetta’s financial targets are reflected in the 

actual performance for the years 2009-2014.  

5.4.1 Operating performance and profitability 

We begin this section by reformulating the income statements’ line items into two separate 

common size analyses. This exercise reveals trends in revenues and expenses over a period of time in 

order to present a comprehensive overview of Cloetta’s profitability and most importantly, to derive how 

the merger with LEAF have impacted Cloetta’s financial position and performance82. We have then 

analyzed EBIT and EBITDA margins to assess the development of Cloetta’s operating performance. 

Moreover, ROE and ROIC has been analyzed to assess Cloetta’s overall bottom line profitability and find 

out if returns in excess of its cost of debt is achieved. The analyses are conducted through benchmarks of 

named performance indicators against our industry averages and peers.   

As seen in table 5.1 below, Cloetta’s gross profit as expressed in percentage of sales, or gross 

profit margin, has been increasing in every consecutive year. Prior to the merger, Cloetta recognized costs 

of goods sold (COGS) of between 64 and 68 percent whereas these levels have decreased and stabilized 

around 60 percent of revenue post-merger. This indicates that the merger have had a positive effect on 

Cloetta’s cost structure as anticipated. The production rationalization program and insourcing of 

production may have contributed to lower COGS since cost of work contracted out is recognized within 

COGS83.    
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Table 5.1 

 Common size analysis, percentage of sales  
 
 
 

2009 2010 2011 2012 2013 2014 

Net sales 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

Cost of goods sold -68.0% -64.7% -64.0% -60.6% -59.8% -59.5% 

Gross profit 32.0% 35.3% 36.0% 39.4% 40.2% 40.5% 

       Selling expenses -21.5% -20.7% -20.5% -18.2% -17.3% -16.7% 

General and administrative expenses -9.7% -7.2% -8.2% -14.0% -10.9% -9.2% 

Other income 3.1% 0.6% 1.0% 0.3% 0.2% 0.1% 

EBITDA 3.9% 8.0% 8.3% 7.4% 12.3% 14.7% 

       Depreciation and amortization -3.9% -4.7% -5.6% -3.4% -3.6% -3.8% 

Impairment N/A N/A N/A -1.4% -0.1% 0.0% 

EBIT 0.0% 3.3% 2.7% 2.6% 8.5% 10.9% 

       Tax on EBIT 0.0% -1.0% -0.8% -1.2% 2.2% -3.1% 

NOPAT 0.0% 2.3% 1.9% 1.3% 10.7% 7.8% 

       Exchange differences on borrowings and cash N/A N/A N/A 0.4% -0.2% -0.2% 

Net financial expenses -0.1% -0.4% -0.1% -5.5% -4.3% -4.5% 

Tax shield 0.6% 0.1% 0.0% 2.6% -1.1% 1.3% 

Profit after tax 0.5% 2.1% 1.8% -1.5% 5.4% 4.6% 
 

Source: Cloetta annual reports 2009-2014 (own production)     

   

It is however difficult at this stage to conclude to what extent the improvement is attributable to 

the merger as we can observe that Cloetta already showed improvements in gross margin between 2009 

and 2011 despite the fact that the yearly average market price for its two most important raw materials, 

cocoa and raw sugar increased from 2,472 to 3,475 USD/MT (49 percent increase) and 286 to 630 

USD/MT (19 percent increase) respectively during the period84. 
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Figure 5.2 

 Yearly average price for cocoa and raw sugar, USD/Metric Ton  

 

Source: Datastream (own production)     

 

Cloetta hedges their raw material prices continuously, resulting in a price lag of six to nine months 

compared to the traded spot rate85. However, we can observe that raw sugar price has experienced a 

sustained decrease in later years whereas the price for cocoa has developed in the opposite direction from 

2013 and forward which has affected COGS. 

Moving down the profit and loss statement to EBITDA, we can conclude that EBITDA margin 

has been increasing in all years except in 2012 where significant increase in general and administrative 

expenses did offset the ongoing trend. However, general and administrative expenses have decreased and 

normalized around the same levels as before the merger. In the two years after the merger, Cloetta 

reached EBITDA margins of 12.3 and 14.7 percent compared an average of 6.7 percent prior to the 

merger. This is mainly explained by a combination of improved gross margin and lower selling, general 

and administrative expenses in relation to revenues. This has also affected the EBIT margin which has 

improved significantly over the observed years, although from low levels and still far from Cloetta’s 

financial target of 14 percent. However, the levels of depreciation and amortization as a percentage of 

sales have not seen a dramatic shift following the merger, which implies that the level of investments and 

capital intensity is intact. 
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Table 5.2 

 Common size analysis, indexed values 

 
 

2009 2010 2011 2012 2013 2014 

Net sales 100 90 83 410 413 449 

Cost of goods sold 100 85 79 366 363 393 

Gross profit 100 99 94 505 520 568 

       
Selling expenses 100 86 79 347 332 348 

General and administrative expenses 100 66 70 593 463 426 

Other income 100 16 27 35 32 14 

EBITDA 100 185 178 783 1309 1696 

Source: Cloetta annual reports 2009-2014 (own production)     

 

 Analyzing Cloetta’s performance by indexing the line items from year 2009 onwards reveals 

revenues have been growing substantially more than costs which affected the EBITDA to grow almost 16 

times. Even though the LEAF merger in February 2012 has had a large impact on the company, the 

acquisitions of FTF Sweet Ltd and Goody Good Stuff in 2013 followed by Nutisal and The Jelly Been 

Factory in 2014 has also contributed to the transformation. However, Cloetta has not released any 

financial information regarding its acquisitions so we cannot separate and depict how each transaction has 

contributed to the merged entity. 

EBITDA and EBIT margin 

Figure 5.3 

 EBITDA margin 2009-2014, %  

 

Source: Bloomberg (own production)     
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By comparing Cloetta’s EBITDA margins with the peer groups’ averages, we observe that 

Cloetta’s operating profitability was rather in line with Nordic consumer goods companies prior to the 

merger whereas a substantial margin expansion has taken place post-merger. Another important post-

merger observation is that Cloetta has managed to outperform LEAF’s average EBITDA margin in the 

last two years. Furthermore, there is a clear difference in EBITDA margin between international 

confectionery companies and Nordic consumer goods. Although consumer goods companies are 

profitable, it is clear that the international confectionery peer group is generally more profitable on 

EBITDA level.  

Figure 5.4 

Average EBITDA margin 2009-2014, %  

 

Source: Bloomberg (own production)     

 

When benchmarking against peer companies, Cloetta’s performance both pre- and post-merger is 

clearly lagging behind its international confectionery competitors with a median of 15.5 percent. However, 

one should remember that Cloetta attained EBITDA margins of 12.3 and 14.7 percent in 2013 and 2014 

respectively, which suggests the synergies are starting to pull their share of the weight. If Cloetta can 

sustain and leverage the synergies from the production rationalization while market development 

continues in line with Cloetta’s expectations, Cloetta should be able to boost this figure further in order to 

reach its financial target of 14 percent EBIT margin or direct attention towards a different target. 

Moreover, we estimate Cloetta can further squeeze margins considering the sector’s top performers has 

six-year average EBITDA margins exceeding 16 percent. 
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Figure 5.5 

 EBIT margin 2009-2014, %  

 

Source: Bloomberg (own production)     

 

When we analyze the EBIT margin, the same observations as for EBITDA can be made in terms 

of industry averages. Secondly, Cloetta managed to break the declining trend from 2010-2012 and it is 

also clear that Cloetta’s margins have expanded substantially post-merger. Furthermore, we observe that 

Cloetta in 2014 has outperformed LEAF’s average profitability. But once again, Cloetta is not yet close to 

its 14 percent EBIT margin target, even though the trend currently points in the right direction. 

Figure 5.6 

Average EBIT margin 2009-2014, %  

 

Source: Bloomberg (own production)     

 

EBIT margins are fluctuating quite significantly across especially the confectionery companies 

observed. Apart from Carlsberg, the Nordic consumer goods companies are generating poor operating 

income. This is however quite distinctive for the sector with generally lower margins leading to higher 
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dependence on scale and quantity than the confectionery industry. Nonetheless, we also recognize large 

upside potential for Cloetta when compared to the international confectionery top performers.  

We can examine that the merger has had a clear impact on the EBIT margin, mainly due to 

LEAF’s low rates of depreciation and amortization. An interesting aspect to consider is the difference 

between EBITDA and EBIT margins, which in part conceal the intensity of investments in relation to 

revenue. Since it only takes the relative amount of depreciation and amortization into account, the 

measure however falls short of explaining how much cash is tied up in working capital to run the 

companies’ operations.   

Figure 5.7 

 Difference between EBTIDA and EBIT margin in 2009-2014, %  

 

Source: Bloomberg (own production)     

 

As seen in the above graph, international confectionery companies have on average been more 

capital intensive in terms of capital expenses than the Nordic consumer goods companies in the last 6 

years. Furthermore, LEAF had surprisingly low depreciation and amortization expenses prior to the 

merger, despite that they operated 10 production facilities in 201186 compared to Cloetta’s two factories87. 

With these facts in mind, the levels of depreciation and amortization are contradictory but can be 

explained by the age and condition of the factories, machinery and ultimately the company’s specific 

accounting policies. As a consequence of the merger, Cloetta changed its accounting policy regarding the 

depreciation of fixed assets as to prolong the maximum useful life of buildings from 40 to 50 years, and 

on plant and machinery from 20 to 40 years, in order to align its policies with LEAF. Apart from the 

obvious impact from the merger, this explains portions of the decline we see from 2012 onwards. 
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However, Cloetta has not disclosed what specific impact on depreciation and amortization the changes in 

accounting policy have had. As such, we cannot draw accurate conclusions regarding Cloetta’s capital 

intensity based on our analysis of EBIT and EBITDA. On the other hand, we can observe that the 

merged entity has reached levels of depreciation and amortization that are in line with our industry 

averages during the last two years which validates the use of EBIT and EBITDA multiples in the 

upcoming valuation section. 

Return on Invested Capital 

The return on invested capital (ROIC) measures the excess return from operating activities. 

Excess return has played a more central role in determining the value of a business in recent years88. 

Earlier valuation models correlated growth with value, leading to the result that higher growth firms were 

assigned higher values. However, growth without excess returns creates no value, which is why we 

investigate ROIC to assess what impact on value the merger has created. Since ROIC is solely based on 

operating performance, ROIC is a better underlying performance indicator than return on equity (ROE) 

and return on assets (ROA)89. On the other hand, a drawback with the ROIC measure is due to 

accounting policies. For Cloetta and other companies producing consumer goods, one could argue that 

advertising expenses should be capitalized rather than expensed, since these expenses are intended to 

augment brand value90. Furthermore, ROIC is not on its own sufficient to explain whether the 

development is due to better revenues, cost efficiencies or better capital utilization.  

Figure 5.8 

ROIC 2009-2014, %  

 

Source: Bloomberg (own production)     
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The development of Cloetta, LEAF and our aggregated peer groups’ ROIC from 2009 to 2014 is 

presented above. It is clear that Cloetta has struggled with a low ROIC during the past six years and the 

company has never been able to generate a ROIC that is in line with the two peer groups’ averages. 

Cloetta had a declining trend in ROIC from 2009 until 2011 but the figures have picked up following the 

merger. It is clear that the production rationalization has positively affected the merged company’s ROIC 

but levels are still low compared to peers. LEAF saw large fluctuations in ROIC between 2009 and 2011, 

mainly due to a large tax refund in 2010 as a consequence of accumulated losses. The international 

confectionery peer group had a six-year average return of 16.3 percent confirming there is room for 

Cloetta to improve.  

Figure 5.9 

 Average ROIC 2009-2014, %  

 

Source: Bloomberg (own production)     

 

On the other hand, the Nordic consumer goods group’s average is heavily driven by Axfood, 

which has a six-year average of 33.6 percent as compared to the peer group median of 7.7 percent. When 

comparing Cloetta with the Nordic consumer goods peer group excluding Axfood, Cloetta’s ROIC in the 

last two years is relatively aligned with the peer group median. Moreover, above graph discloses LEAF 

had substantially higher returns than Cloetta with three year averages of 8.7 and 2.5 percent respectively 

between 2009 and 2011. This has clearly impacted the performance post-merger. However, to determine 

whether a company has created excess return and thereby value, we must compare the ROIC figure with 

the firm’s WACC by computing the spread between these two and multiply named spread with the 

invested capital to derive the economic value added. Further elaboration in this matter will be covered in 

the valuation section. 
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Return on equity  

The return on equity (ROE) reflects the amount of net income a business generates as a 

percentage of shareholder equity. Since a business can finance its capital through equity or debt, ROE is 

influenced by a business’ capital structure. Consequently, the peer company comparison of ROE yields 

less meaningful outcome when gauging performance as opposed to ROIC91. The ROE measure takes net 

income into account, which is not representative for a company’s operating performance only. Moreover, 

the measure gets nullified when a company reports net losses. However, analyzing ROE over a longer 

period of time can reveal trends in profitability and is an important measure to monitor for shareholders.  

Figure 5.10 

ROE 2009-2014, %  

 

Source: Bloomberg (own production)     

 

Cloetta has been struggling with low returns on equity over the last six years with an average of 

3.1 percent. This is a severe issue considering the risk for default. Even though Cloetta has a Net debt to 

EBITDA ratio exceeding 4 in year 2014, which implies a high financial leverage, they have not managed 

to get the bottom line profitability to lift, which is reflected in a ROE of 6.2 percent in 2014 compared to 

11.1 percent in the previous year. Following the merger with LEAF, ROE has seen an upward expansion 

to a reasonable level in 2013 followed by a worrisome set back in 2014.  Cloetta has employed a relatively 

aggressive and capital intensive acquisition strategy in later years, which can partially explain these low 

levels of ROE. Cloetta cannot sustain its M&A activities if returns remain at these levels since both 

investors and credit lenders will require ROE to soar in order to continue financing the company. 

Furthermore, the integration of acquired companies are completed according to Cloetta but has not 

influence ROE positively in 2014. In summary, we are concerned about Cloetta’s poor net income 

development and low ROE figures which will be emphasized further in the valuation section. 

                                                           
91

 Damodaran (2007) 

Avg: 3.1% 

Avg: 25.6% 

Avg: 23.2% 

Avg: 10.1% 

0% 

10% 

20% 

30% 

40% 

2
0
0
9

 

2
0
1
0

 

2
0
1
1

 

2
0
1
2

 

2
0
1
3

 

2
0
1
4

 

2
0
0
9

 

2
0
1
0

 

2
0
1
1

 

2
0
0
9

 

2
0
1
0

 

2
0
1
1

 

2
0
1
2

 

2
0
1
3

 

2
0
1
4

 

2
0
0
9

 

2
0
1
0

 

2
0
1
1

 

2
0
1
2

 

2
0
1
3

 

2
0
1
4

 

Cloetta LEAF Intl' confectionery Nordic consumer goods 



 
 

67 
 

Moreover, LEAF performed splendid returns on equity prior to the merger with an average figure 

of 25.6 percent, which has helped Cloetta in the right direction but still has to show resiliency and deliver 

consistent performance in the years to come to really break this negative trend, considering the decline in 

2014.  Looking at our two peer groups, it is clear that International confectionery has outperformed 

Nordic consumer goods in observed years and exhibits ROE figures in line with LEAF. 

Figure 5.11 

Average ROE 2009-2014, % 

 

Source: Bloomberg (own production)     

 

 When we break down the peer groups, we observe that both peer groups have individual players 

pushing up the groups’ average figure. Comparing Cloetta’s pre- and post-merger average figure does not 

showcase any dramatic shift due to a negative ROE in 2012. On the other hand, the ROE in the last two 

years has been in line with the Nordic consumer goods companies in our peer group.  

Profit margin 

The profit margin describes the relationship between revenues and costs and expresses how large 

share of the revenue the company generates in profits. In 2014 Cloetta had a profit margin of 4.5 percent. 

The industry is characterized by low profit margins and it is clear that Cloetta has struggled with low, and 

even negative, profit margins historically. Since the merger in 2012 they have been able to increase their 

profit margin as a result of lower General and administrative expenses, lower capital costs and lower on 

raw material prices. However, Cloetta’s profit margin has improved faster than their peer companies’ in 

2013 and 2014. This suggests Cloetta has been able to be more cost efficient since 2012, which the 

common size analysis also indicated. We deem it as very important for Cloetta to improve their profit 

margin further going forward in order to remain attractive for investors and satisfy their target of paying 

out dividends corresponding to 50 percent of net income. 
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5.4.4 Operating performance summary  

The costs of goods sold have fluctuated over the analyzed period but with a steadily decreasing 

trend since 2009. As earlier mentioned, Cloetta is significantly exposed to raw material prices such as 

cocoa and sugar. The price of sugar and cocoa has decreased since 2011 and it is clear that this has had a 

positive impact on Cloetta’s gross profit margin over the period. Since the merger in February 2012, 

Cloetta has had an increased focus on cost efficiency with the long-term vision “Lean 2020” focusing on 

waste reduction and continuous improvements92. It is apparent that the restructuring program has been a 

success as the selling, general and administrative expenses significantly less today compared to the period 

between 2009 and 2011. As a result, the EBITDA and EBIT margins have seen major improvements. 

The financial expenses have increased by a great extent since the merger, even though the cost of capital 

is currently extremely low. The driving force behind this trend has been the acquisitions of several brands 

which have been financed by issuing of debt. As a result, Cloetta’s financial leverage has increased over 

the time period which is discussed below. In 2013 Cloetta acquired “FTF Sweet LTD” and “Goody Good 

Stuff”. In 2014, “Nutisal” and “The Jelly Bean Factory” were acquired.  

5.5 Financing of operations 

Table 5.3 

Asset turnover – Cloetta, LEAF and peer groups   

  2009 2010 2011 2012 2013 2014 

Cloetta 1.0 1.0 0.9 0.5 0.5 0.6 

LEAF 0.6 0.6 0.5 

  

  

Intl' confectionery 0.8 0.8 0.7 0.7 0.7 0.7 

Nordic consumer goods 1.9 1.9 1.9 1.9 1.9 1.9 

Source: Bloomberg (own production)     

 

The asset turnover explains how much revenue the firm is able to generate for each kronor of 

assets or in other words, how efficient the firm is deploying its assets93. It’s evident that the confectionery 

industry is fairly capital intensive since most firm’s own their production facilities. Some of the peers in 

the Nordic consumer goods peer group does only have limited in-house production and does not need to 

invest as much on capital goods. Consequently, they are able to generate a higher asset turnover. In 2011, 

Cloetta only had two production facilities as much of their production was outsourced to third-party 

manufacturers94. The new entity has a total of 11 production facilities and the firm’s total assets have 
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increased significantly. We can observe that the asset turnover is close to the International peer group’s 

average but increased efficiency is still required. This also reflects our conclusions regarding Cloetta’s 

relatively low ROIC and ROE. 

Table 5.4 

Financial leverage – Cloetta, LEAF and peer groups  

  2009 2010 2011 2012 2013 2014 

Cloetta 1.6 1.5 1.5 6.1 2.6 2.4 

LEAF N/A N/A N/A 

  

  

Intl' confectionery 3.1 2.6 2.6 2.6 2.3 2.3 

Nordic consumer goods 2.4 2.3 2.3 2.3 2.3 2.2 

Source: Bloomberg (own production)     

 

Cloetta’s financial leverage increased significantly after the merger in 2012 mostly due to the 

transaction itself in which Cloetta undertook a five year credit facility of SEK 4.2 bn95. Moreover, Cloetta 

overtook LEAF’s existing net interest-bearing debt, which amounted to SEK 2,888 million96. LEAF’s 

financial leverage is not applicable since the company had a substantial amount of accumulated deficit 

which in turn resulted in a negative equity capital and hence a negative financial leverage. Since 2012 

Cloetta has amortized on their debt and decreased their financial leverage from 6.1 to 2.4 and has now a 

ratio that is in line with the peer groups’ averages. As mentioned above, and as evident from tables 5.3 

and 5.4, the confectionery industry is fairly capital intensive, partly due to the ownership of production 

facilities and machinery which are generally financed by debt. This explains in parts the high leverage 

across the industry.      

Table 5.5 

Net debt/EBITDA – Cloetta, LEAF and peer groups  

 

2009 2010 2011 2012 2013 2014 

Cloetta -5.5 -2.6 -2.9 8.2 5.2 4.1 

LEAF 11.5 12.1 14.5 

  

  

Intl' confectionery 1.4 1.1 1.5 1.1 1.4 1.9 

Nordic consumer goods 1.9 2.3 2.6 2.0 1.6 1.1 

Source: Bloomberg (own production)     

 

One of Cloetta’s long-term financial goals is a Net debt/EBITDA ratio of 2.5. The ratio explains 

how well a company can handle its debt burden. Prior to the merger, Cloetta’s cash and cash equivalents 
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exceeded their interest-bearing liabilities leading to a negative Net debt/EBITDA ratio, but the takeover 

of LEAF’s interest-bearing debt increased the ratio significantly. Since the merger, Cloetta’s Net 

debt/EBITDA ratio has been unsatisfying and management has not paid out any dividend as their 

primary focus is to achieve a capital structure equal to a Net debt/EBITDA ratio of 2.5 by amortizing on 

debt before paying out dividend to its shareholders97. However, the Net debt has decreased since last year 

despite the acquisition of the “Goody Good Stuff” and “Nutisal” during the period. Both lower net debt 

and a higher EBITDA in 2014 compared to 2013 stimulate a lower Net debt/EBITDA ratio for 2014. 

The two peer groups both operate with a ratio below 2.0. This implies an upside potential for Cloetta to 

achieve their target Net debt/EBITDA ratio of 2.5. 

The financial leverage and Net debt/EBITDA ratios are measures of the company’s long-term 

financial risk and ability to meet their financial obligations. To further analyze how healthy Cloetta’s 

financial structure is, we have analyzed their short-term liquidity risk as well. To illustrate this, the current 

ratio and the quick ratios are analyzed. 

Table 5.6 

Current ratio – Cloetta, LEAF and peer groups  

  2009 2010 2011 2012 2013 2014 

Cloetta 2.6 2.9 3.4 0.9 1.4 1.3 

LEAF  1.2 1.1 0.9 

  

  

Intl' confectionery 1.8 1.9 1.6 1.7 1.6 1.4 

Nordic consumer goods 1.8 1.4 1.2 1.2 1.1 1.2 

Source: Bloomberg (own production)     

 

The current ratio indicates how much of the current assets cover the current liabilities98. A ratio 

above 1.0 indicates that the assets cover the liabilities in case of liquidation. Following the merger, the 

current ratio has worsened and Cloetta currently has a ratio of 1.3, which reveals that their current assets 

still cover their current liabilities. The industry trend since 2009 has been declining current ratios which 

indicates an increasing liquidity risk across the industry. This limits Cloetta’s upside potential to improve 

their current ratio in the foreseeable future. Overall, Cloetta’s liquidity risk is estimated as moderate as it is 

in line with their industry peers.  
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Table 5.7 

Quick ratio – Cloetta, LEAF and peer groups  

  2009 2010 2011 2012 2013 2014 

Cloetta 1.9 2.0 2.6 0.5 0.7 0.7 

LEAF 0.9 0.8 0.6 

  

  

Intl' confectionery 0.9 1.1 0.9 0.9 0.9 0.7 

Nordic consumer goods 0.6 0.5 0.5 0.5 0.6 0.6 

Source: Bloomberg (own production)     

 

In the event of liquidation it is doubtful that the assets can be realized into cash at book value 

which is rarely a good indicator of the actual realizable value99. Therefore, the quick ratio is calculated. 

This gives an indication of the company’s ability to convert its most liquid assets into cash if unforeseen 

claims for cash appear100. Only the most liquid assets are included and it is perceived as a more 

conservative measure of the liquidity risk as only current assets less inventory are included. Currently, 

Cloetta has a ratio of 0.7 and is not able to cover its current liabilities with current assets excluding 

inventories in case of liquidation. The large discrepancy between the industry’s current ratio and quick 

ratio indicates large inventory balances across the industry. Similarly to the current ratio, Cloetta’s quick 

ratio in 2014 is in line with the peer groups’.   

5.6 Financial risk analysis  

Commodity risk 

Since 2005 there has been a high volatility on sugar and cocoa prices, and the prices of cocoa has 

doubled in this period. Regional political instability and shortages of supply in cocoa producing countries 

has been the primary reason for this development. The Ivory Coast had a civil war in 2002, and the 

country is still in a risky political situation following an outbreak of a second civil war in 2011. The 

country produces nearly 46 percent of the world's cocoa. If the renewed conflict intensifies, the cocoa 

price is expected to increase significantly because of damaged or unharvest crops and damaged 

infrastructure101. 
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Figure 5.12 

Historic cocoa and raw sugar prices, USD/metric ton  

 

Source: Bloomberg (own production)     

 

As previously discussed, 60 percent of Cloetta’s production costs consist of raw material and 

packaging costs, hence raw material prices are important for Cloetta’s operating profit. Cloetta monitors 

the commodities markets closely, and hedges its sugar and cocoa prices in order to mitigate 

the potential impact of increased commodity prices on their Cost of goods sold. Cloetta normally signs 

supplier contracts that cover the need for raw materials for six to nine months102.  This implies that there 

is a time lag of six to nine months until changes in markets prices for sugar and cocoa impact Cloetta’s 

costs. With this in mind and as illustrated in figure 5.12, Cloetta can expect lower raw material prices for 

cocoa and sugar to impact the financial accounts as of Q2 2015. To successfully cope with fluctuations in 

the commodities market, a diversified product portfolio is key. For example, a confectionery company 

could address rising cocoa costs by raising prices on its products, unintentionally influencing demand to 

shift from chocolate products to other candies. Consequently, a product portfolio consisting of different 

product categories will enable the company to maneuver volatility in commodity prices by having a 

different exposure, risk profile and response potential than a company exposed to solely one product 

category. Cloetta was merely a chocolate manufacturer prior to the merger with LEAF. The 2012 merger 

repositioned Cloetta on the confectionery market, now with a complete product range including 

chocolate, sugar confectionery, pastilles and chewing gum. If a shift in demand would take place due to a 

substantial price increase on cocoa for instance, Cloetta is well positioned to deal with said shift and 

capture the consumers’ new demand in another confectionery segment. 
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Currency and interest rate risks 

With about 70 percent of total revenue from sales outside Sweden, Cloetta faces an extensive 

currency risk103. Fluctuations in exchange rates affects the year-end financial results partly due to 

purchases and sales occurred in different currencies and also due to the translation of foreign subsidiaries’ 

balance sheets and income statements to Swedish kronor. Cloetta Group's reporting currency is Swedish 

kronor, while a majority of its subsidiaries operate with Euro as their main currency; the translation 

exposure is therefore significant. Cloetta’s management tries to mitigate the exchange effects by utilizing 

incoming currency to payments in the same currency. However, Cloetta’s cash flow hedging strategy is to 

mitigate these effects by raising prices104. 

 Cloetta is exposed to interest rate risk on their interest bearing liabilities. Cloetta issues new debt 

at floating rates. This, and Cloetta’s high leverage further increases the risk. This risk is managed through 

interest rate swaps used to hedge parts of the future interest payments.  If interest rates had been 1 

percentage higher (lower) during 2014, with all other variables held constant, the profits before tax would 

have been approximately SEK 20 million lower (higher)105.  
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6. Forecast 

6.1 Forecast period 

The forecast period when conducting DCF-analysis is frequently set to five years. However, 

depending on industry maturity, life-cycle and the markets the valuation object is operating on, the 

forecast period can be set to a longer period of time106. What is important to keep in mind is that it is 

assumed that the company has reached “steady state” in the end of the forecasted period. When the 

company has reached “steady state” it is assumed that the company generates a somewhat constant and 

recurring rate of return. As it gets more difficult to project performance over a longer period of time due 

to increased complexity in today’s economies, a terminal value is used to calculate the value beyond the 

forecast period. Given the level of uncertainty in projecting future line items, an aggregated forecast 

approach is usually used as it could be questionable to forecast single line items several years in the future.   

Companies with a constant business model operating in an industry with low organic growth – 

such as confectionery – will reach steady state quicker compared to firms competing in high growth 

industries107. Moreover, the vision of Cloetta’s “Lean 2020” program, where long-term targets have been 

set up for machinery efficiency, energy consumption and reduction of inventories, implies these targets 

will be met by year 2020. In this light, the forecast period has been set to six years, until 2020 where it is 

believed that Cloetta will have reached steady state based on today’s assumptions.  

As the confectionery market is mature and is characterized by low growth, it is adequate to project 

the level of Cloetta’s future revenues. We have then used an aggregated and revenue-driven forecast 

approach where line items will be directly or indirectly based on the level of revenue. Consequently, it is 

possible to generate accurate projections of Cloetta’s future performance as revenue levels are reasonably 

predictable108.  
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6.2 Value drivers 

The value drivers we have forecasted are presented in the table below.  

Table 6.1 

Value drivers underlying forecast  

 

Income statement items 

Revenue growth 

Gross profit margin 

EBITDA margin 

Depreciation (% of revenue) 

Corporate tax rate 

  

Balance sheet items 

Capital expenditures (% of revenue) 

Net working capital 

     Days inventory held  

     Days sales outstanding 

     Other current assets (% of revenue) 

     Days payable outstanding 

     Accrued expenses and deferred income (% of revenue) 

     Other current liabilities (% of revenue) 

Source: Authors’ judgment, Rosenbaum & Pearl (2009) (own production)     

 

6.2.1 Revenue growth 

The most primer value driver for Cloetta is revenue growth. It has been found that population 

growth, consumer price increase, GDP growth, growth in confectionery consumption per capita and new 

strategies are main drivers behind increased sales. The underlying rationale is that these drivers will affect 

consumers’ consumption which is the dominant aspect influencing the mature confectionery industry. 

The analysis of the levels of per capita consumption validates that increased household consumption also 

correlates with increased confectionery consumption. New strategies includes for instance Cloetta’s new 

pick-and-mix concept. Our forecasts of revenue and revenue growth are presented in table 6.2 followed 

by a discussion motivating our assumptions. 
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Table 6.2 

Forecasted revenue and revenue growth  

 

Revenue 

growth  
2010 2011 2012 2013 2014 2015E 2016E 2017E 2018E 2019E 2020E 

Terminal 

growth 

Sweden -12.9% -7.5% 46.7% 3.7% 5.0% 14.0% 3.0% 3.0% 2.5% 2.0% 2.0% 1.5% 

Finland 44.2% 2.0% 97.7% 0.7% 7.9% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 

Italy n.a. n.a. 100.0% 0.7% 1.3% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 1.5% 

Netherlands n.a. n.a. 100.0% 0.7% 0.2% 0.0% 1.0% 1.0% 0.5% 0.5% 0.5% 1.5% 

Norway -11.6% 8.0% 72.9% -19.2% 7.9% 3.0% 3.0% 3.0% 3.0% 2.5% 2.5% 1.5% 

Denmark -67.4% 2.0% 89.8% 0.7% 26.3% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 

Other 16.3% 4.0% 93.2% 0.7% 21.1% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 1.5% 

Group total n.a. n.a. 52.0% 1.7% 6.4% 5.3% 1.9% 1.9% 1.7% 1.5% 1.5% 1.5% 

 

Revenue 2009 2010 2011 2012 2013 2014 2015E 2016E 2017E 2018E 2019E 2020E 

Sweden 1006 891 829 1555 1615 1700 1938 1977 2016 2047 2077 2098 

Finland 12 21 20 875 881 956 966 976 985 995 1005 1015 

Italy 0 0 0 729 734 744 744 744 744 744 744 744 

Netherlands 0 0 0 632 636 638 641 644 647 650 654 654 

Norway 95 85 79 292 245 266 274 282 290 299 308 308 

Denmark 36 21 20 194 196 266 268 271 274 276 279 279 

Other 36 42 39 583 587 744 759 774 789 805 821 821 

Group total 1184 1061 987 4859 4893 5313 5589 5665 5742 5811 5881 5881 

Source: Authors’ judgment (own production)     

 

Sweden 

As argued in the market breakdown and strategic analysis, we believe that Cloetta has the 

capabilities to use its strong position to grow organically at a stable rate in upcoming years on the Swedish 

market, mostly driven by positive outlooks on price and a growing population. In addition, we expect 

growth in 2015 due to additional sales from the pick-and-mix concept of SEK 200m through the new 

agreement with Coop. Furthermore, the acquisition of Nutisal – with a market share of 12 percent on the 

Swedish nut market has been integrated into Cloetta during 2014 and is expected to grow in line with the 

nut market at a rate of 5-8 percent annually. However, Nutisal recognized revenues of approximately SEK 

150 million in 2014 (approximately 3 percent of total sales) and will therefore not have a substantial 

impact on the group’s growth rate. We believe the Swedish market will continue its modest positive 

organic development and expect Cloetta to defend its market share in coming years. We estimate 

Sweden’s revenue growth to level out and settle at a rate of 1.5 percent in perpetuity.  

 

Finland 

 The assessment of the Finnish market suggests moderate revenue growth rates over the 

forecasted period. We believe the implementation of sugar tax and the following price increases will result 
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in a stagnation of the growth in confectionery consumption per capita which inevitably impacts the 

growth rate. Furthermore, a decelerating growth in consumer price is anticipated going forward from 2.2 

percent on average over the last four years to an annual average of 1.6 percent until 2017, this limits the 

potential of the market. As a result, we have forecasted a growth of 1.5 percent annually in the coming 

years.   

Italy  

 We expect weak growth on the Italian market due to poor outlooks in underlying market drivers 

and a confirmed decline in the sugar confectionery market in 2014. The population is expected to grow 

with 0.2 percent until 2017, compared to an aggregated average of 1.7 percent in all Cloetta’s main 

markets. In addition, consumer prices are estimated to increase with 0.9 percent annually compared to an 

average of 1.6 percent on other main markets. Growth in total group sales has outperformed the Italian 

market significantly over the last couple of years, indicating poor market conditions. As a result, we 

forecast Cloetta to experience the lowest revenue growth on the Italian market compared to other main 

markets with 0.5 percent annually.   

Netherlands 

The Dutch market is the most fragmented and competitive of Cloetta’s home markets where 

private labels have a 15 percent market share. Even though Cloetta has a strong position in the 

Netherlands and can leverage the concentrated retail trade by efficient distribution of new products, we 

see a concern in terms of pricing power with high dependency on few retailers with strong private labels. 

Another concern we observe is that hard-discount retailers are taking market share from traditional retail 

chains and consequently Cloetta, who do not sell products through this channel on the Dutch market. 

The growth outlook on the market is moderate due to poor population growth but reasonable GDP 

growth and price increase. Hence, we estimate revenue growth rate to pick up pace in 2016 and 2017. 

However, Cloetta’s revenue in the Netherlands has only increased 0.9 percent since 2012. Overall, the 

Dutch market does not appear very attractive for Cloetta, and we forecast revenue growth to be ranging 

from 0-1 percent in coming years.  

Norway 

Market fundamentals suggest revenues shall grow at a higher pace on the Norwegian market 

compared to any other of Cloetta’s main markets. We expect this to hold true except for the year 2015 

where Sweden is forecasted to a higher growth due to the new pick and mix concept. GDP is expected to 

growth by on average 2.1 percent annually between 2015 and 2017, which is higher than any other main 

market. In addition to this, a rapidly increasing population with a growing per capita consumption results 
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in an opportunity for Cloetta to improve its revenue streams on the Norwegian market. Revenues are 

therefore expected to grow with 2.5 to 3.0 percent annually during the forecasted period.   

Denmark 

The assessment of the Danish market suggests moderate revenue growth rates over the forecasted 

period. The outlooks for the underlying market drivers are not poor as GDP is expected to growth on 

average 1.8 percent, prices increases of between 1.2 and 2.0 percent and growth in per capita 

consumption. However, as we previously discussed, we do not believe Cloetta is able to realize this into 

revenue growth on the Danish market. This is mainly due to the competitiveness of the Danish market 

where Cloetta holds a relative weak market position. Therefore, we expect revenues to grow with 1.5 

percent in the coming years.  

Total group sales  

Forecast figures for each of Cloetta’s main market yields a total revenue growth of 5.4 percent in 

2015. Growth rates will however level out throughout the forecasted period and come to rest at 1.5 

percent in the terminal period. The industry’s circumstances with low organic growth and mature markets 

support our estimates.      

6.2.2 Gross profit margin 

Another important value driver is the gross profit margin, which indicates how well Cloetta 

generates profits from its core business as it only consists of sales minus cost of goods sold. Cost of 

goods sold is to a large extent dependent on external factors outside the control of Cloetta and the risks 

related to these factors are shared with competitors in the industry. The gross profit margin also partially 

indicates the success rate of Cloetta’s restructuring program “Lean 2020” since reduction of waste is a 

focus area.   

Table 6.3 

Gross profit margin forecast and peer group average, %  
 

 Cloetta  2015E 2016E 2017E 2018E 2019E 2020E 

Gross profit margin 44.0% 42.0% 42.0% 42.0% 43.0% 43.0% 

    

Intl’ confectionery peer group average 2012 2013 2014 

Gross profit margin 43.0% 43.9% 43.0% 

Source: Bloomberg, authors’ judgment (own production)     

 

Cloetta’s gross profit margin has been increasing in every consecutive year over the last five years 

and was 40.5 percent in 2014. We believe that Cloetta can keep this trend in the forecasted period and is 
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able to improve their gross profit margin. The improved margin in is mainly due to cost savings related to 

wages in production. In 2012, Cloetta decided to close production in Gävle, Sweden and Aura, Finland. 

Production was relocated to Levice, Slovakia where full-scale production was reached in 2014109. We 

believe that the gross profit margin will benefit from an increased share of production in Slovakia, where 

labor costs are one fourth of those in Sweden and Finland110. The improvement is also due to continuous 

success of “Lean 2020”. We believe further that Cloetta will see a spike to 44.0 percent in 2015 due to 

lower raw material prices in the end of 2014 that will affect COGS by 2015. However, we estimate that 

raw material prices will normalize at higher levels, which in turn will lower the gross profit margin in the 

longer term.  

We project Cloetta will operate with a gross profit margin in line with peers in the long run as 

commodity price fluctuations are also affecting competitors. We do not deem it likely that Cloetta will 

either outperform or underperform its competitors’ gross profit margin in perpetuity. The average gross 

profit margin for our Intl’ confectionery peer group has been between 43.0 and 43.9 percent over the last 

three years. In light of this, the forecasted gross profit margin in the terminal period is set to 43.0 percent. 

6.2.3 EBITDA margin 

The EBITDA margin challenges the “Lean 2020” program as it captures Selling, General and 

Administrative expenses which Cloetta aims to improve through this initiative. These costs are more 

easily managed by Cloetta’s management compared to the Cost of goods sold. The EBITDA margin also 

shows the underlying profitability potential of the business model and how efficiently Cloetta generates 

profit. Strong EBITDA margin is fundamental to generate stable cash flows, which the DCF model relies 

upon.   

Table 6.4 

EBITDA margin forecast and peer group average, %  

             

Cloetta  2009 2010 2011 2012 2013 2014 2015E 2016E 2017E 2018E 2019E 2020E 

EBITDA margin 3.9% 8.0% 8.3% 7.4% 12.3% 14.7% 16.0% 15.4% 15.1% 15.0% 15.0% 15.0% 

    

Intl’ confectionery peer group average 2012 2013 2014 

EBITDA margin 15.3% 15.7% 15.4% 

Source: Bloomberg, authors’ judgment (own production)     
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We estimate that Cloetta will improve their EBITDA margin in 2015. Higher estimated gross 

profit margin will impact the level of EBITDA positively and we believe that selling and general expenses 

will slightly decrease further as synergies from the production rationalization materialize. However, we do 

not believe that Cloetta will outperform the international confectionery peer group over time. Since the 

overall cost structure is similar across the industry it is tough to deviate from underlying industry 

dynamics. In order to achieve a substantial margin expansion, Cloetta needs to increase its scale 

significantly and gain market share.  

The average EBITDA margin for the International confectionery peer group has remained steady 

around 15.5 percent during the last three years. To support our hypotheses about shared margins across 

the industry we have analyzed the standard deviation of firm specific EBITDA-margins within the peer 

group. We observed a standard deviation is 3.87, which we consider support our hypotheses. Since 

Cloetta has performed an EBITDA-margin below the peer group historically, we assume a terminal value 

margin of 15.0 and believe that a margin slightly below peer group average is a fair projection.   

6.2.4 Depreciation and CAPEX  

Depreciation is widely recognized as a value driver and is a non-cash item that reduces the book 

value of property, plant and equipment when incurred111. Total capital expenditure (CAPEX) from year to 

year is required in order to forecast future cash flows. As we assume that Cloetta has reached steady state 

in the terminal period, depreciation should therefore equal CAPEX in 2020. Otherwise, property, plant 

and equipment would expand, or shrink, in perpetuity112. This figure is also known as maintenance 

CAPEX and relies on the assumption that firms capitalize and expense investments at the same rate when 

steady state is reached. 

Table 6.5 

Depreciation and CAPEX as percentage of revenue forecasts, % 

      

Cloetta 2015E 2016E 2017E 2018E 2019E 

CAPEX as percentage of revenue 5.0% 4.5% 4.0% 3.5% 3.5% 

Depreciation as percentage of revenue 3.5% 3.5% 3.5% 3.5% 3.5% 

Source: Authors’ judgment (own production)     

 

Cloetta’s CAPEX has been 4.6 percent of revenue on average over the past five years and has 

ranged between 5.5 and 3.9 percent with a declining trend since 2012. Depreciation of property, plant and 

equipment has been 4.2 percent of revenue on average during the past five years and has ranged between 
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3.4 and 3.8 since 2012. In mature industries, historical levels of CAPEX and depreciation will serve as a 

good estimate of future capital expenditures. Additionally, Cloetta’s historical levels have been stable over 

time and we therefore believe historical levels will serve as a good proxy for the future.  

6.2.5 Corporate tax rate 

 The forecasted corporate tax rate is set to 22 percent and is equal to the corporate tax rate of 

Sweden where Cloetta Group is headquartered and taxable.  

Table 6.6 

Swedish corporate tax rate forecast, % 

      
Cloetta 2015E 2016E 2017E 2018E 2019E 

Corporate tax rate 22.0% 22.0% 22.0% 22.0% 22.0% 

Source: Authors’ judgment (own production)     

 

The corporate tax in Sweden was lowered from 26.3 percent in 2013 and 28.0 percent in 2009. 

Cloetta’s effective tax rate might fluctuate from year to year but over time, their tax obligations should be 

aligned with the Swedish corporate tax rate113. In addition, over the last five years Cloetta has had an 

effective tax rate of 22.0 percent which further justifies our forecast. 

6.2.6 Net working capital 

Balance sheet items that are part of net working capital (NWC) are also recognized as value 

drivers as they are important drivers of cash flow. Inventory is a significant part of NWC and is also one 

of the focus areas in the “Lean 2020” program.  

Table 6.7 

Net working capital and liquidity ratios forecasts, % or days 

 

Cloetta 2015E 2016E 2017E 2018E 2019E 2020E 

Current assets 
      

Days Inventory Held  95 95 95 95 95 95 

Days Sales Outstanding 63 63 63 63 63 63 

Prepaid and Other CA (% of revenue) 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 

Current Liabilities 
      

Days Payable Outstanding 65 65 65 65 65 65 

Accrued exp. and deferred income (% of revenue) 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 

Other Current Liabilities (% of revenue) 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 

    
 Intl’ confectionery peer group average  2012 2013 2014 

Average Days Inventory Held 95.9 101.9 102.6 

Source: Bloomberg, authors’ judgment (own production)     
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The days inventory held (DIH) ratio measures how many days it takes for Cloetta to sell its 

inventory114. With high levels of inventory, Cloetta is able to frequently deliver products and satisfy their 

customers’ demand with short notice. Keeping inventory obviously comes at a cost as it ties up cash and 

too high levels are not satisfactory for operational profitability.  Before the merger, Cloetta had an average 

DIH of 64.8. Since 2012, this figure has worsened to an average of 98.0. According to Cloetta, this is not 

satisfactory and they are aiming to improve inventory efficiency and achieve lower inventory levels as a 

part of the “Lean 2020” program. However, we do not believe it is feasible to achieve a great 

improvement in this matter. The peer group average over the last three years demonstrates that the 

confectionery industry demand high levels of inventory. Moreover, Cloetta’s former CEO Bengt Baron 

emphasizes the importance to keep high inventory levels to meet the buyers’ needs115. Therefore, we 

believe that Cloetta will maintain a level of inventory similar to its peers and operate with a DIH of 95 

days in the forecasted period.  

Days sales outstanding (DSO) relates to how many days it takes for Cloetta to collect payments 

from its products sold on credit116. This is contingent upon payment conditions, which vary per 

customer117. An increasing DSO could wither imply that the company has increased its exposure to bad 

debt as they do not collect their payments according to agreements, or that they are granting longer 

credits to their customers. Historic figures post-merger suggest that Cloetta is granting credit for 63.06 

days on average. Year-to-year figures have been consistent around this level and we thereby deem it to be 

a good estimate going forward.  

Days payable outstanding (DPO) relates to how many days it takes for Cloetta to make payments 

on their purchased products or services118. Important to highlight is that this metric does not disclose how 

many days it takes Cloetta until they can pay their creditors, but rather how many days before Cloetta does 

pay. The metric is a proxy for how long credit Cloetta is given from their creditors and suppliers. Longer 

DPO implies that the company is granted longer credits and hence indicates that suppliers find them 

creditworthy or indicate that a company has liquidity problems and does not pay according to agreed 

terms. Cloetta had a consistent average DPO of 36.1 between 2009 and 2012. Over the last three years 

this figure has been on average 65.9 days but has fluctuated significantly between 48.4 and 81.4. We 

believe that the trend towards longer DPO suggests Cloetta is given longer credit from suppliers rather 

than struggling with liquidity problems. This is supported by Cloetta’s quick ratio, shown in the financial 
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analysis section, which is good and in line with peer companies. We believe that Cloetta’s historic average 

figure is a good estimate for the future.  

The historical levels of remaining NWC components have been stable around their averages. The 

forecasted figures for these items have been projected close to their historical level as we once again 

believe that historic figures are good proxies for the future.   
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7. Valuation 

7.1 Discounted cash flow  

 The DCF-model is one of the most commonly used valuation methods in practice119. However, 

since this valuation model generates a present value contingent upon specific assumptions, it is not 

possible to compare pre- and post merger value by using this approach. Instead, the DCF-analysis will 

render the present value of the company as of the 29th may 2015. The intrinsic value of a company is 

estimated by applying the DCF model and discounts the forecasted free cash flows (FCF) to present value 

at the firm’s WACC. As seen in the equation below, future free cash flows and their growth rates, 

together with WACC, are the only variables affecting the market value of a company. This implies that a 

firm’s value is positively affected by higher FCF and growth (g), and lower WACC. As the model 

discounts all forecasted FCF at WACC, the value generated represents the total value of the company, 

commonly known as enterprise value (EV). 

 

                   
    

         
 

      

      
 

 

         

 

   

 

 

7.1.1 Weighted average cost of capital 

 In order to calculate a firm’s WACC, three key components need to be estimated: the cost of 

equity (  ), the cost of debt (  ), and the company’s capital structure120.  

 

     
      

             
    

    

             
          

Above components are described in depth in the following sections. As interest payments are tax 

deductible, the cost of debt is positively affected by a tax shield (1-t). The equation below suggests that 

WACC is highly dependent on the capital structure. Changes in the capital structure affects a company’s 

risk and in turn WACC. Consequently, models based on WACC such as the DCF works best when the 

analyzed firm maintains a steady capital structure. In order to discount Cloetta’s FCF at an appropriate 

discount rate we have calculated two different WACC figures, one for the forecast period and one for the 

terminal period. A projected WACC based on today’s economic environment would distort the value of 

future cash flows, as it is not likely that it reflects the true long-term cost of capital. The terminal period 

WACC is therefore based on long-term historic data and Cloetta’s target capital structure. Because of the 
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uncertainties in estimating WACC, a sensitivity analysis of WACC is done as part of the DCF analysis and 

EVA analysis in order to examine the consequences of changing some key value drivers, for instance 

capital structure and cost of debt. If small changes in one variable has large effect on the output value, 

there is a strong need for accurate forecast assumptions. 

Cost of equity 

To estimate the cost of equity, we use the capital asset pricing model (CAPM). The CAPM 

formula relies on the assumption that investors need to be compensated for the risk they bear. This is 

expressed as the market risk premium, which is the difference between the market return (  ) and the 

risk free rate (   121. The CAPM also adjusts for company specific risk through Beta ( ). An in-depth 

explanation and discussion of the components in the CAPM formula follows below. The CAPM formula 

is expressed as: 

                   

 Table 7.1 

Risk free rate [  ] and market risk premium           , % 

 

 Risk-free rate of return 2009 2010 2011 2012 2013 2014 

Swedish Government Bond ”SE GVB 10Y” 3.3 2.9 2.6 1.6 2.1 1.7 

 

Source: Sveriges Riksbank, sources listed in the table (own production)     

 

The risk free rate is the interest rate obtained by investing in a security that is considered risk-

free122. Practitioners usually use stable countries’ ten-year government bonds as a proxy for      as these 

securities are backed in full by central banks as well as less volatile and subject to equity capital market 

movements compared to short-term bills123. Since Cloetta is headquartered in Sweden and report in 

Swedish kronor, we use a ten-year Swedish government treasury bond. Even though we can observe large 

fluctuations in      over the last six years, theory advocate the use of the current ten-year bond’s interest 
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Risk premium source Method Market Period Premium (%) 

Kotter et al. Historical US 1900-2009 6.1 

Damodaran Historical Sweden 1926-2007 5.8 

Rosenbaum & Pearl Historical US Published 2009  7.1 

PwC Survey Sweden Published 2014 6.8 
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rate to assimilate the interest payments in the forecast period instead of using an average figure124. 

However, a major drawback with this method for determining      is that the rate becomes irrelevant 

when changes in interest rate and macroeconomic conditions occur. We thereby raise a concern around 

this matter since our DCF-model is static as per the 29th of May 2015. The Swedish central bank’s ten-

year government bond had an average interest rate of 1.7 percent in 2014125.  

The market risk premium is the excess return from the risk-free rate that investors require to 

invest in a risky asset, which is defined as the market index in the CAPM formula. How to determine the 

market risk premium has been highly debated among practitioners and academia in finance and there are 

numerous different methods. Estimating the future risk premium by observing long-term historic risk 

premiums is suggested to be the most accurate method126 127. Market risk premiums from different sources 

and markets are summarized in table 7.1 above. Consensus appears to be around 6 percent and the 

average observed risk premium is 6.5 percent. However, since Cloetta is traded on the Swedish stock 

exchange, a risk premium of 6.8 percent is applied to the cost of equity. 

Table 7.2 

Beta coefficient calculation [  ] 

      
Firm/peer group/industry Source Method Period Levered Beta Unlevered Beta 

Cloetta Own calculation Firm specific 3 years 0.48 0.27 

Cloetta Thomson ONE Banker Firm specific 5 years 0.64 0.36 

Cloetta Financial times Firm specific 5 years 0.65 0.36 

Cloetta Avanza Firm specific 4 years 0.74 0.41 

      
Peer group: Intl' confectionery Thomson ONE Banker Firm specific 5 years 0.57 0.40 

Peer group: Nordic consumer goods Thomson ONE Banker Firm specific 5 years 0.89 0.66 

      
Confectionery Damodaran Industry 5 years 1.12 n.a  

      

Cloetta's levered Beta   

Industry unlevered beta 0.40 

Corporate tax rate 22.0% 

Debt-to-Equity ratio (2014) 1.02 

  
Levered beta 0.72 

Source: Rosenbaum & Pearl (2009), Koller et al. (2010), sources listed in the table (own production)     
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The beta coefficient shows how a security’s returns correlates with the returns of the underlying 

market. As the market index has a beta of 1.0, a security with a beta greater than 1 will generate more 

volatile returns compared to the underlying market, while a stock with a beta less than 1 will generate less 

volatile returns. There are commonly two different ways to calculate beta; industry beta and firm specific 

beta. Cloetta’s firm specific beta has been estimated by a regression of Cloetta’s monthly returns and the 

market index, which in Cloetta’s case is OMX Stockholm PI. The firm specific beta has the advantage 

that only Cloetta’s financial structure, cash flows and risk exposure is taken into consideration. However, 

Cloetta may have experienced abnormal events during the studied period that might distort the beta 

calculation if not relevant for the industry in general. An example of that is Cloetta’s merger with Leaf in 

2012. Consequently, Cloetta’s stock price from the last the three years has been studied. The peer group 

beta is advantageous as it is a more aggregated measure based on competitors and peer companies. 

However, the peer group beta is distorted since the firms do not share the same capital structure. To 

offset this effect, the beta needs to be unlevered by adjusting for each peer’s capital structure and then re-

lever the beta with the appropriate capital structure for Cloetta128. In this study, we use the peer group 

beta since it is believed to improve precision as companies within the same industry share the same 

operational risk129. Cloetta’s firm specific betas are calculated and presented as benchmarks to sanity check 

the used beta coefficient. 

Table 7.3 

Cost of equity calculation, % 

 

 

Source: Rosenbaum & Pearl (2009) (own production)     

 

When applying the derived risk free rate, market risk premium and levered beta coefficient, the 

CAPM formula yields a cost of equity of 6.6 percent.  
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Cost of equity 
 

Risk-free rate of return 1.7% 

Market risk premium 6.8% 

Levered Beta 0.72 

  Cost of Equity 6.6% 
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Cost of debt 

Table 7.4 

Cost of debt calculation, % 

  

 

 

 

 

Source: Rosenbaum & Pearl (2009) (own production)     

 

Cloetta currently pays a Stibor 3 months +300bps on its 2,003 SEK million debt from credit 

institutions and Stibor 3 months +310bps on its 990 SEK million senior secured note.  Since interest rate 

payments are tax deductible, cost of debt is adjusted with (1 - tax rate) to obtain the after tax cost of debt.  

7.1.2 WACC calculation and sensitivity analysis  

Table 7.5 

Weighted average cost calculation, % 

   
WACC  2015e-2019e Terminal period 

Capital Structure 
  

Debt-to-total capitalization 59% 50% 

Equity-to-total capitalization 41% 50% 

   
Cost of Debt 3.7% 5.1% 

Tax rate 22.0% 22.0% 

After tax cost of debt 2.9% 4.0% 

   
Risk-free rate of return 1.7% 2.9% 

Market risk premium 6.8% 6.8% 

Levered Beta 0.72 0.72 

Cost of Equity 6.6% 7.8% 

   
WACC 4.4% 5.9% 

Source: Rosenbaum & Pearl (2009) (own production)     

 

As earlier mentioned, we consider that using separate WACC’s for the forecast period and the 

terminal period will render accurate output when discounting Cloetta’s future FCF as we expect Cloetta’s 

Cost of debt 2014 

Borrowings from credit institutions  (SEKm) 2,003 

Senior secured notes (SEKm) 990 

Average Stibor 3M (2014) 0.7% 

Margin on borrowings from credit institutions 3.0% 

Margin on senior secured notes 3.1% 

Pre-tax cost of debt 3.7% 

  Tax rate 22.0% 

After-tax cost of debt 2.9% 
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capital structure, cost of debt and risk-free rate to change over time. Cloetta has not expressed a target 

capital structure but is currently not paying any dividend as they focus on amortizing their debt. Hence, 

we have estimated Cloetta to reach a debt-to-total capitalization of 50 percent in the terminal period 

compared to the current ratio of 59 percent. We estimate this figure to be reasonable and aligned with 

Cloetta’s strategy to attain a Net Debt/EBITDA ratio of around 2.5x. Furthermore, Cloetta’s cost of debt 

depends to a large extent on the STIBOR 3M reference rate, which their interest rate is tied to. We 

believe that applying the historical ten year average of 2.1 percent, plus the current margin of 300bps 

(total 5.1 percent) serves as a better approximation of the in perpetuity cost of debt compared to the 

current cost of debt of 3.7 percent. The terminal period WACC is calculated by applying the ten-year 

average interest rate of 2.9 percent for the ten-year Swedish government bond. These assumptions yield a 

WACC in the forecasted period of 4.4 percent and a terminal period WACC of 5.9 percent.  

In summary, we want to emphasize that both our calculated WACCs are exceptionally low since 

we employ a theoretic approach to its calculation. Firstly, the cost of debt is low due to macroeconomic 

conditions but we cannot currently anticipate any circumstances that will substantially change this in the 

foreseeable future. On the other hand, we consider the market risk premium element of the cost of equity 

calculation to be misleading. Since the risk premium is supposed to denote market return minus the risk 

free rate, this figure should be far higher than the rates suggested by theory in table 7.1 if considering how 

stock exchange indices have performed in recent years. The problem here lies in that the risk premium is 

based on long-term data and returns and thereby fails to reflect how the market (investors) values risk 

today, conversely to beta and the risk free rate reflecting rather short-term data. 

Table 7.6 

WACC at different levels of cost of debt and cost structure, % 

     
WACC Sensitivity analysis         

    Pre-tax Cost of Debt 

   
4.0% 5.0% 6.0% 7.0% 8.0% 

D
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 30% 5.55% 5.78% 6.02% 6.25% 6.48% 

40% 5.20% 5.51% 5.83% 6.14% 6.45% 

50% 4.85% 5.24% 5.63% 6.02% 6.41% 

60% 4.51% 4.98% 5.44% 5.91% 6.38% 

70% 4.16% 4.71% 5.25% 5.80% 6.34% 

Source: Rosenbaum & Pearl (2009) (own production)     

 

As argued in section 7.1.1, the future capital structure and cost of debt are unknown parameters 

and have been based on assumptions of the future. The terminal period WACC has been estimated based 
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on historic average. Since we expect Cloetta’s capital structure and cost of debt to change going forward, 

there are uncertainties in terms of the future level of these parameters. Therefore, a sensitivity analysis has 

been carried out to examine how change in cost of debt and capital structure affects WACC. The pre-tax 

cost of debt ranges from 4.0 to 8.0 percent and the debt to total capitalization ranges from 30 to 70 

percent. It should be noted however, that the results rely on the assumption that the cost of equity will 

remain unchanged.  

The sensitivity analysis yields WACC figures between 4.2 and 6.5 percent. Intuitively, Cloetta will 

increase their WACC as they amortize on their debt and decrease the debt-to-total capitalization ratio, 

given an unchanged cost of equity since the cost of debt is less than the cost of equity. The tax shield 

further contributes to a lower after-tax cost of debt. In reality however, the cost of equity will increase 

(decrease) when financial leverage increases (decreases) to accommodate for higher operating risk. 

7.1.3 DCF calculation and sensitivity analysis 

Table 7.7 

Discounted cash flow model 

       
SEKm 2015e 2016e 2017e 2018e 2019e 2020e 

FCF 391 480 504 533 541 549 

Discount period 0.6 1.6 2.6 3.6 4.6 5.6 

Discount factor 0.98 0.93 0.90 0.86 0.82   

WACC 4.4% 4.4% 4.4% 4.4% 4.4% 5.9% 

Terminal growth           1.5% 

PV of FCF 381 448 451 457 444   

Sum of FCF (PV) 2182           

Terminal value 12 732           

Terminal value (PV) 10 458           

Enterprise value 12 640           

Net debt 3 788           

              

Implied Equity value 8 852           

              

Fully diluted shares outstanding 278 757 685           

              

Implied Share price 31.8           

Source: Rosenbaum & Pearl (2009) (own production)     

 

Our DCF model generates an equity value of SEK 8 852 million and an implied share price of 

SEK 31.8 given our forecasted FCFs. The sum of the present value FCFs plus the present value of the 

terminal period equals the enterprise value. The terminal value is calculated as the FCF for year 2020, 

growing at 1.5 percent divided by WACC minus the in perpetuity growth rate of 1.5 percent. By 
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subtracting net debt from the enterprise value, the equity value is derived. The discount factor is 

calculated to discount future FCFs back to the 29th of May 2015. This is done to compare our calculated 

price to the price at May 29th of SEK 26.8. Our DCF model suggests that there is a discount to Cloetta’s 

market value of 18.7 percent. This implies the market is undervaluing Cloetta. However, the result is 

sensitive to certain assumptions of the future. To accommodate for this, a sensitivity analysis is carried 

out to strengthen the understanding of the results.  

Table 7.8 

Share price at different levels of WACC and terminal growth rate, SEK 

     
DCF Sensitivity analysis     

  
      Implied terminal growth rate 

      0.5% 1.0% 1.5% 2.0% 2.5% 

W
A

C
C

 

4.5%   34.9 40.9 49.0 60.2 77.1 

5.0%   30.4 35.1 41.1 49.2 60.6 

5.5%   26.7 30.5 35.3 41.4 49.5 

6.0%   23.8 26.9 30.7 35.5 41.6 

6.5%   21.3 23.9 27.1 30.9 35.7 

Source: Rosenbaum & Pearl (2009) (own production)     

 

Two metrics that highly impact the calculated share price in the DCF model are WACC and the 

implied terminal growth rate. Cloetta’s current WACC is calculated to 4.4 percent, which is surprisingly 

low. And as mentioned, we do not believe today’s economic environment and low interest rate is 

representative for the future, although this WACC holds true today. A low WACC affects cash flows as 

they are discounted with a lower factor which has a positive effect on enterprise value. This, in 

conjunction with the level of the terminal growth rate, has a large effect on the terminal value. The 

terminal value represents 82.7 percent of the enterprise value, which demonstrates the importance of 

estimating these metric carefully. Therefore, it is also interesting to examine what consequences changes 

in these two metrics have on the implied share price and how sensitive Cloetta is to changes in those 

metrics. A 0.5 percent change in WACC changes the share price with 12.9 percent and a 0.5 percent 

change in perpetuity growth rate changes the share price with 14.7 percent.   

7.2 Valuation multiples 

Even though the DCF method is considered as the most accurate and flexible method for 

valuating a company’s intrinsic value, its main weakness lays in the uncertainty of the forecast and 

assumptions. Valuation multiples on the other hand, reveal a company’s relative market value. It is an 

effective way to gauge and validate the DCF-analysis by benchmarking the valuation object with 
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comparable companies. Under the assumption that peer companies are trading at fair value on efficient 

markets, multiples provide an indication of what range Cloetta should be traded based on current market 

values, as opposed to the intrinsic value derived from DCF analysis130. As the two valuation methods 

follow different rationales, they can be used to triangulate results and thereby improve the final valuation’s 

precision131. However, there are several advantages and disadvantages in relation to relative valuation 

which are briefly summarized in figure 7.1 below. It is crucial to understand these when analyzing and 

comparing companies with one another.  

Figure 7.1 

Avdantages and disadvantages with valuation multiples 

 

Source: Rosenbaum & Pearl (2009), Kotter et al. (2010) (own production)     

 

The two most common types of multiples are enterprise and equity based multiples. Enterprise 

based multiples express the value of all claims on a business, hence the entire value of an enterprise, 

relative to a statistic relating to the entire company such as Sales, EBIT and EBITDA. Conversely, equity 

based multiples reflect the value of the shareholders’ claim on the business in relation to a measure that 

applies to shareholders, such as net income which measures the residual after payments to creditors have 

been made132. Consequently, enterprise multiples are better at capturing debt and net cash whereas equity 

multiples are sensitive to how companies are financed and can yield skewed ratios. We have chosen to 

analyze the four multiples presented in figure 7.2 below. 

                                                           
130

 Koller et al. (2010) 
131

 Ibid. 
132

 Petersen & Plenborg (2012) 



 
 

93 
 

Figure 7.2 

Explanation of the chosen valuation multipes 

 

Source: Rosenbaum & Pearl (2009), Kotter et al. (2010) (own production)     

 

 Through an assessment of the consensus forecasts of our 12 peer companies’ financial 

performance133 paired with an evaluation of the companies’ business and financial profiles, we have 

selected Orkla and Raisio as target peers to triangulate Cloetta’s valuation range in accordance with the 

recommendations of Rosenbaum (2009). The valuation range in the concluding “football-field” is derived 

from Raisio and Orkla’s respective valuation.  Tables of the peer companies’ forecasted multiples and 

financials are disclosed in appendix 14. 

Our 12 peer companies’ multiples are presented as references for Cloetta’s valuation among which 

Orkla and Raisio serve as Cloetta’s benchmarks. We have used forward looking multiples (2015 and 2016) 

as empirical research confirms that consensus forecasts, as opposed to historical figures, are more 

accurate predictors of value134. In order to derive next twelve month (NTM) multiples for the 29th of May 

2015 onwards, we have weighted the forward looking multiples by their relative weight, 7/12 and 5/12 

for 2015 and 2016 respectively. In addition to disclosing NTM multiples for our twelve peer companies, 
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we present NTM multiples for Cloetta where the enterprise value and market cap are derived from a 

trading value of SEK 26.80 per share as the 29th of May.  Our enterprise value is then divided by the 

forecasted figures from section 6 (Forecast), to attain our trading multiples. The purpose of this exercise 

is to validate our conclusions from the Strategic and Financial analyses, to position Cloetta within the peer 

group, and to scrutinize Cloetta’s valuation at SEK 26.80 per share.  

7.2.1 EV/EBITDA 

 EV/EBITDA is one of the most commonly used multiple since EBITDA is recognized as a good 

proxy for operating cash flow. Furthermore, EBITDA disregards capital structure, taxes as well as 

distortions that may arise from irregular levels of depreciation and amortization. Consequently, the 

multiple has been adopted as a valuation standard for most industries135. 

Figure 7.3 

EV/EBITDA multiple for Cloetta and peer companies 

 

Source: Factset 2015/05/29, Cloetta’s multiple is derived from authors’ estimates (own production)     

 

Comparing our two peer groups’ harmonic means reveals our confectionery peer group trade at a 

significantly higher level than Nordic consumer goods. Our analyses suggest this is due to primarily two 

reasons. Firstly, the international confectionery peer group is forecasted to deliver an aggregated average 

EBITDA margin of 16.7 percent for the period 2014-2016 compared to 8,9 percent for the Nordic 

consumer goods peer group. Consequently, our international confectionery group is undoubtedly more 

profitable, which explains the trading premium. However, we have to further analyze the EV/EBIT 

multiple, to take capital intensity into account to fully validate this statement.  
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Secondly, our Nordic consumer goods companies trade at a discount to the international 

confectionery companies due to the companies’ smaller size. Furthermore, it is fair to assume smaller 

companies have larger capital expenditures in relation to operating profit than larger competitors with 

scale benefits and should thereby display a larger difference between EV/EBITDA and EV/EBIT 

multiples compared to its larger competitors. 

Table 7.9 

EV/EBITDA – Cloetta and benchmark companies 

     
    MCAP            EV EV/EBITDA 

Company   SEKm             SEKm NTM 2015e 2016e 

Orkla   67 991 74 961 14.7x 15.2x 14.1x 

Raisio 

 
5 226 5 810 9.6x 9.8x 9.3x 

Cloetta 

 
7 471 11 259 12.7x 12.6x 12.8x 

Source: Factset 2015/05/29, Cloetta’s multiple is derived from authors’ estimates (own production)     

 

Cloetta is trading at an NTM multiple of 12.7 times EBITDA which suggests a modest valuation 

compared to Orkla who delivered lower EBITDA margin than Cloetta in 2014 and is forecasted to 

maintain slightly lower margins than Cloetta in 2015 and 2016. However, Orkla’s premium against Cloetta 

is justified by a larger size, a lower operating risk through several business segments other than 

confectionery and an extensive investment portfolio of companies operating in different sectors.  

Cloetta’s enterprise value equals three times EBITDA more than Raisio, which is a significant 

difference but can be explained by Raisio’s anticipated EBITDA margin expansion from 9.9 to 11.8 

percent from 2014 to 2015 paired with a sales growth of 7.9 percent. This results in low NTM multiples 

for Raisio whereas Cloetta’s multiple is relatively elevated due to our conservative forecast of sales and 

EBITDA growth. The rationale behind this is that rapidly growing sales paired with a margin expansion 

will make the company look cheap in the future based on today’s share price. Furthermore, Raisio was 

trading at 12.7 times its 2014 EBITDA which suggests Raisio is undervalued in relation to Cloetta which 

was trading at a 2014 EBITDA multiple of 14.4 at a SEK 26.80 share price. 

When taking above factors into consideration and comparing the historical and forward looking 

financials of Cloetta and our peer companies, we deem Cloetta to be fairly valued at an NTM multiple of 

12.7x EBITDA. We believe Cloetta should deliver sustainable profitability over time and expand its 

operations further to attain similar valuation as its international confectionery competitors.  
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7.2.2 EV/EBIT 

 The purpose of looking at the EV/EBIT multiple is to validate the conclusions from the 

EV/EBITDA analysis above. The rationale behind this is that a low EV/EBITDA multiple does not 

imply that a company’s relative value is low per default. Capital intensive companies will generally have 

lower EV/EBITDA in relation to EV/EBIT multiples due to high levels of depreciation and 

amortization.  

Figure 7.4 

EV/EBIT multiple for Cloetta and peer companies 

 

Source: Factset 2015/05/29, Cloetta’s multiple is derived from authors’ estimates (own production)     

 

 Similarly to the EV/EBITDA multiple, the international confectionery group’s EBIT is valued 

higher than the Nordic consumer goods companies’. The forecasted average EBIT margin for the 

international confectionery peer group between 2014 and 2016 is 13.6 percent while the same figure is 5.7 

percent for the Nordic peer group. Depreciation and amortization accounts for 3.1 and 3.2 percent of 

sales for the international confectionery and Nordic consumer goods companies and we observe a 

difference between the peer group multiples’ harmonic means to differ by 2.9x and 5.2x respectively 

between EBITDA and EBIT levels. This reveals that Nordic consumer goods companies’ EBIT are 

valued higher than EBITDA in relation to the international confectionery peer group, which is explained 

by a higher forecasted growth in EBIT-growth in 2015 and 2016 from already low levels which drives the 

relative valuation on EBIT-level up for the Nordic consumer goods group.  

 The harmonic means of our two peer groups’ EBIT multiples differ less than the EBITDA 

means, which is an indication that the market is probably valuing these companies based on EV/EBIT.  
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Table 7.10 

EV/EBIT – Cloetta and benchmark companies 

     
    MCAP              EV EV/EBIT 

Company   SEKm SEKm NTM 2015e 2016e 

Orkla   67,991 74,961 19.2x 19.9x 18.2x 

Raisio 

 
5,226 5,810 12.3x 12.7x 11.9x 

Cloetta 

 
7,471 11,259 16.3x 16.1x 16.6x 

Source: Factset, 2015/05/29 (own production)     

 

 Based on our forecast for 2015 and 2016, Cloetta traded at an NTM EV/EBIT multiple of 16.3 

which places the company right in between our two benchmarks. Consensus forecasts suggest Orkla will 

perform an average EBIT margin of 11.1 percent compared to 8.6 percent for Raisio between 2014 and 

2016. Our Cloetta multiple presented above is derived from an average EBIT-margin of 11.8 percent in 

the same period which suggests the share price of SEK 26.8 is low in relation to Orkla whereas Cloetta is 

trading with a premium against Raisio based on our forecast.  

 Similarly to the conclusions drawn in the EV/EBITDA analysis, the EBIT multiples are affected 

by Raisio’s sales CAGR of 5.7 percent compared to 4.2 and 3.6 percent for Orkla and Cloetta respectively. 

This is what affects Orkla and Raisio’s multiples to decrease in 2016 while Cloetta’s 2016 EV/EBIT 

multiple increases due to an anticipated set-back in EBIT-margin.  

 In sum, we do not believe Cloetta deserves an EBIT multiple in the range of Orkla. Despite 

higher anticipated EBIT-margins in the observed period, Orkla’s multiple is distorted due to a decline in 

sales in 2014 of 10.4 percent which elevated the multiple and rather indicates that the company is 

currently overvalued. Moreover, the consensus forecast for confectionery peers Mondelez, Lindt and 

Nestlé suggest average EBIT margins of between 14.0 and 15.5 percent – compared to 11.8 percent for 

Cloetta – in the years 2014-2016 with corresponding valuations ranging from 16.1 and 18.6 times EBIT 

for the next twelve months. When taking this into consideration, Cloetta does looks a bit overvalued at a 

share price of SEK 26.80 and should rather trade at a multiple slightly below 16x EBIT. 
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7.2.3 EV/Sales 

 Our peer companies’ enterprise value to sales multiple is used as a sanity check to validate the 

findings from the previous enterprise value multiples136. Even though this multiple does not take 

profitability or cash flow generation into account, it is however adequate to use for valuing high growth or 

loss making companies as well as companies operating in competitive and stable industries such as 

confectionery and consumer goods. Or in other words, companies where revenue is an important value 

driver. Furthermore, the EV/Sales multiple is the least affected by discrepancies in accounting policies 

and local GAAP regulations, which is important in our case since the peer groups consist of companies 

headquartered in several countries.  

Figure 7.5 

EV/Sales multiple for Cloetta and peer companies 

 

 

Source: Factset, 2015/05/29 (own production)     

 

Comparing our two peer groups reveals substantial valuation differences. There are different 

factors that explain this discrepancy. Firstly, the market’s expectation of sales growth affect forward 

looking multiples substantially. Secondly, companies in the same industry can trade at vastly different 

multiples depending on the companies’ size and underlying risk.  

 Looking into the consensus sales forecasts, both peer groups have similar estimates with 2014-

2016 sales CAGR ranging from -3.3 to 9.4 percent for our six International confectionery companies. For 

our second peer group, this figure ranges between -2.0 and 5.7 percent. Consequently, we can discard that 

the discrepancy in multiples is explained by forecasted growth in this case. Instead, the market is valuing 

size as we can observe a clear correlation between size and EV/Sales multiple. This in turn underlines our 
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previous observations that size, economies of scale and diversification are important value drivers in the 

confectionery industry.  

Table 7.11 

EV/sales – Cloetta and benchmark companies 

     
    MCAP            EV EV/Sales 

Company   SEKm              SEKm NTM 2015e 2016e 

Orkla   67,991 74,961 2.17x 2.20x 2.13x 

Raisio 

 
5,226 5,810 1.15x 1.16x 1.12x 

Cloetta 

 
7,471 11,259 2.00x 2.01x 1.97x 

Source: Factset, 2015/05/29 (own production)     

 

 Supported by figure 7.5 and table 7.11, we can conclude that Cloetta is trading at an elevated 

EV/Sales multiple compared to its peers. One reason for this is that we anticipate a modest sales growth 

for Cloetta in the upcoming years. Nonetheless, we can conclude that Cloetta appears overvalued in 

relation to its peers and should trade closer to Raisio’s multiple if emphasizing size as a dominant factor. 

On the other hand, six of our twelve peer companies delivered decreased sales in 2014 compared to a 

sales growth of 8.6 percent for Cloetta which elevates these peers’ EV/Sales multiples. However, this only 

holds true if we assume an equally corresponding decline in those peers’ share price has not occurred 

since investors also take factors other than sales into account. 

7.2.4 Price/Earnings 

 The P/E ratio is the sole equity based ratio we have analyzed and is the most widely used multiple 

by analysts and investors.  Since we do not estimate earnings in the DCF, our forecast of Cloetta’s future 

earnings follows the sales development for upcoming years. It is however meaningful to analyze the long-

term development in earnings, but since we analyze one year forward looking multiples, we deem our 

Cloetta estimates to have limited relevance and will only serve as a mere reference. Furthermore, the 

earnings metric is subject to accounting policies and tax regulations and can therefore be severely biased. 

Below analysis is rather intended to position Cloetta in a meaningful way among the peer universe, since 

proper forecast of the peers’ earnings have been made and the ratios represent consensus estimates of 

said forecasts. 
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Figure 7.6 

Price/Earnings ratio for Cloetta and peer companies 

 

Source: Factset, 2015/05/29 (own production)     

 

When analyzing our peer companies’ P/E ratio, the same observations as the enterprise based 

multiples can be made. Harmonic means for our two peer groups follow the same pattern as our 

previously analyzed multiples. Hence, the same conclusions can be drawn and validated regarding our 

peer groups.  

Table 7.12 

Price/Earnings – Cloetta and benchmark companies 

     
    MCAP            EV P/E 

Company   SEKm             SEKm NTM 2015e 2016e 

Orkla   67,991 74,961 20.4x 20.9x 19.6x 

Raisio 

 
5,226 5,810 14.8x 15.3x 14.1x 

Cloetta 

 
7,471 11,259 23.7x 23.4x 24.2x 

Source: Factset, 2015/05/29 (own production)     

 

Our estimates position Cloetta above our reference peers. As previously argued, we have not 

conducted an elaborate estimation of Cloetta’s earnings as the DCF model does not take earnings into 

consideration. Our analysis indicates that Cloetta is overvalued compared to its peers. As our financial 

analysis stressed, Cloetta has been struggling to deliver stable return on equity due to low net earnings as a 

result of high financial expenses, which is reflected in the P/E ratio as well. Based on above figures in 

combination with previous analyses we suggest Cloetta should be valued at a P/E ratio around 18. It is 

thus important to keep in mind that Cloetta’s acquisition strategy has a strong impact on the P/E ratio. 
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Cloetta is aiming to lower its financial gearing which will affect the financial expenses to diminish in 

coming years and thereby increase the net earnings, according to Cloetta. All in all, we do not consider 

Cloetta in its current condition and performance deserves a P/E ratio of 23.7. 

7.3 Valuation summary 

In this paper we have used the discounted cash flow model to derive an implied enterprise value 

and share price of Cloetta as of the 29th of May 2015. To validate the assumptions underlying the DCF-

model and to position Cloetta’s valuation in relation to peer companies, we have analyzed sverel valuation 

multiples. 

The assumptions underlying the DCF-model were derived from the strategic and financial 

analyses. The discount rate used in the forecast period has been derived from a calculated cost of equity 

of 6.6 percent and a cost of debt of 2.9 percent. A levered beta coefficient of 0.72 resulted in a WACC of 

4.4 percent. Given the particular condition in today’s economy, we have calculated a more normalized 

discount rate for the terminal period since we do not believe today’s particular economic conditions will 

hold in eternity. This exercise resulted in a WACC of 5.9 percent, underlined by a cost of equity of 7.8 

percent and a cost of debt of 4.0 percent. A terminal growth rate of 1.5 percent was used to reflect the 

long term growth on the confectionery market.  

Our DCF-model generated an implied equity value of SEK 8,852 million which corresponds to a 

share price of SEK 31.8, implying the market is pricing Cloetta’s shares with a 18.7 percent discount 

according to our DCF-model. However, our sensitivity analysis confirms that a 1 percent change in 

WACC has a 25 percent affect on the share price. Consequently, we have taken this into consideration 

when determining the implied share price of Cloetta below. 

Our analysis of valuation multiples successfully validated our forecast assumptions but implied a 

slightly lower value than the DCF model generated. Our analysis suggest the market is valuing our peer 

companies based on primarily the EV/EBITDA and EV/EBIT multiples. The conclusion drawn from 

the valuation multiples section is that Cloetta is fairly but slightly overvalued compared to its peers. When 

analyzing the P/E ratio, Cloetta looks clearly overvalued at a share price of SEK 26.80, as we anticipated 

based on Cloetta’s poor earnings and ROE. 
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Figure 7.7 

Football field – summary of our valuation metrics 

 

Source: Authors’ football field-model (own production)     

 

When triangulating our reference peers’ (Orkla and Raisio) valuation multiples combined with the 

conclusions drawn in previous sections, we can conclude that Cloetta should trade at a share price of SEK 

25.00 (black dashed line). This implies the Cloetta share was trading with a 6.7 percent premium the 29th 

of May 2015. 

7.4 EVA analysis 

 To determine what economic impact the acquisition of LEAF has had on Cloetta’s profitability 

and assess whether it has truly created value for the shareholders, a calculation of economic value added 

has been conducted. EVA expresses operating profit after all costs are deducted, including the cost of 

capital. In company financial statements, revenues are calculated and deducted with operating and other 

costs. However, it does not include the cost of capital the firm has raised from investors. EVA therefore 

displays the value created after all costs are deducted. The WACC is the minimum acceptable rate of 

return on capital and the firm only creates value if it earns more than its cost of capital137.  
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Table 7.13 

EVA calculations – historic and forward looking, MSEK 

             The EVA model 2009 2010 2011 2012 2013 2014 2015e 2016e 2017e 2018e 2019e 2020e 

NOPAT 0 25 19 66 525 413 546 529 526 530 538 547 

Average invested capital 532 558 581 3,604 6,902 7,502 8,133 8,526 8,703 8,845 8,958 9,066 

WACC 4.9% 4.6% 4.7% 4.2% 4.4% 4.4% 4.4% 4.4% 4.4% 4.4% 4.4% 5.9% 

Cost of capital 26 25 27 150 303 329 357 374 382 388 393 534 

EVA -26 -1 -8 -85 222 84 189 156 144 142 146 13 

Source: Rosenbaum & Pearl (2009), Petersen & Plenborg (2012) (own production)     

 

 It is evident from our calculations that Cloetta failed to create value between 2009 and 2012. 

During this period the company actually destroyed value as the firm’s cost of capital exceeded the net 

operating profit after tax (NOPAT) each year resulting in negative EVAs. Cloetta broke the trend in 2013 

and has delivered positive EVAs since. This, in combination with the results from the financial analysis, 

indicates that the acquisition of LEAF has in fact created value for Cloetta’s shareholders even though the 

2012 result was hampered by restructuring and transaction related costs. Another interesting aspect to 

analyze is the future potential for the merged company to create economic value. Based on our forecast of 

NOPAT and invested capital between 2015e and 2020e, we have projected future EVA. However, as 

discussed in section 7.1.2, we consider that the theoretical calculation of WACC is subject to uncertainty 

and ambiguous assumptions. Consequently, a sensitivity analysis of future EVA has been carried out in 

table 7.14 below. 

Table 7.14 

EVA at different levels of WACC, MSEK 

  
 

   
EVA Sensitivity analysis      

  
       

 

      2015e 2016e 2017e 2018e 2019e 2020e 

W
A

C
C

 

5.0%   139 103 91 88 91 93 

5.5%   98 61 47 44 46 48 

6.0%   58 18 4 0 1 3 

6.5%   17 -25 -40 -45 -44 -43 

7.0%   -24 -67 -83 -89 -89 -88 

Source: Rosenbaum & Pearl (2009) (own production)     

 

If operating with a future cost of capital close to the current and estimated WACC for the 

forecasted period, 4.4 percent, it is evident that Cloetta will continue to create economic value. However, 

Cloetta will obtain negative EVAs if the cost of capital would exceed 6.0 percent going forward. This 
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implies that Cloetta’s ability to create economic value for investors is obviously very sensitive to their cost 

of capital and that Cloetta have little capacity for an increased cost of capital. If our estimated terminal 

value WACC of 5.9 percent holds true, the future economic value created for Cloetta’s shareholders is 

negligible.  
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8. Conclusion 

In the concluding discussion we present the answers to the two research questions and elaborate 

on the paper’s key takeaways surrounding the value of Cloetta, strategic imperatives and acquisition-

driven value creation in the confectionery industry. Moreover, we present a brief critical discussion vis-à-

vis the employed methodology resulting in suggestions for further research. 

 

Through the employed valuation techniques and analyses conducted, we derived that the fair 

share price of Cloetta as of the 29th of May 2015 is SEK 25.00, which implies Cloetta was trading with a 

premium of 6.7 percent to the observed share price of SEK 26.80. Several valuation metrics have served 

to determine Cloetta’s fair value of which the EV/EBITDA and EV/EBIT multiples constitute the 

primer determinants of value, as concluded in the valuation section. Our DCF-model rendered a value of 

SEK 31.80, which we deemed excessive due to the exceptionally low cost of capital as a result of today’s 

economic situation. Our sensitivity analysis further illustrated that a 0.5 percent increase in WACC 

resulted in a 12.9 percent decrease in share price. To validate our results and determine Cloetta’s fair share 

price, we calculated one year forward looking trading multiples for Cloetta based on the forecast 

underlining the DCF-model and compared these to our twelve peer companies’ trading multiples based 

which were based on consensus estimates. This exercise revealed that Cloetta, at a share price of SEK 

26.80 as of the 29th of May, was slightly overvalued and could thereby derive a fair share price at 

approximately 7 percent below the trading value.  

 

The second research question posed was if the merger between Cloetta and LEAF has created 

economic value. This has been investigated through an EVA analysis built on the validated assumptions 

from the DCF-model and trading multiples sections. Our EVA-model disclosed that the merger in fact 

has created economic value when comparing Cloetta’s EVAs year-to-year. It is evident that Cloetta 

actually destroyed value from 2009 until 2012 and thereafter created value in 2013 and 2014. According to 

our estimates, Cloetta will continue to create reasonable economic value in upcoming years even though 

the potential is entirely contingent upon the ability to maintain a low WACC. Our EVA sensitivity 

analysis suggests that Cloetta will continue to create economic value until a WACC break-even point of 6 

percent, ceteris paribus.  

Moreover, when comparing Cloetta’s financial performance pre- and post merger, we observed 

that the EBITDA margin has improved from an average of 6.7 percent (2009-2011) to 11.5 percent 

(2012-2014). The NOPAT average has increased from 1.4 to 6.6 percent pre- and post merger 
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respectively. The development in these two performance metrics indicates that the new company is less 

capital intensive. However, a major concern regarding Cloetta’s performance is the bottom line that has 

seen a very modest increase following the merger from an average of 1.5 percent (2009-2011) to 2.8 

percent (2012-2014). High financial leverage has led to high financial expenses that has pressured down 

profitability and consequently the ROE. In summary, Cloetta has improved financially following the 

acquisition of LEAF but there is still room for further margin expansions on all levels and it is fair to say 

that low capital costs is the holding the company floating. 

 

Throughout this study we have examined numerous aspects surrounding Cloetta and the 

confectionery industry. Our analyses of valuation multiples revealed a clear positive correlation between 

size and relative market value. Another observation made was that our International confectionery peer 

group consistently outperformed the Nordic consumer goods peer group in terms of profitability and 

relative value which suggests that Cloetta is in the right place in the value chain and shall not focus on 

either forward or backward integration. These findings emphasize that the benefits from economies of 

scale are significant as we observed that market position and strong local brands are strategic imperatives 

for Cloetta in order to resist price pressure from an increasingly concentrated European retail trade and 

low switching costs to competing or substitute products at the consumer level.  

The confectionery industry is characterized by modest technological advances and differentiation, 

making it difficult to execute on a premium pricing strategy since the market players are competing on 

price and brand recognition. This, in combination with limited growth on saturated industry segments 

such as chocolate, sugar confectionery, chewing gums and pastilles further stresses the importance of 

scale and thus advocates an acquisition-driven growth strategy to secure profitability.  

Apart from chasing growth and scale in existing product segments, we observed that new trends 

are opening up growth pockets in existing markets. Emerging segments in the confectionery industry such 

as roasted nuts and candies consisting of stevia and other alternative sweeteners can be penetrated 

through acquisitions and brand extensions. The industrial logic is evident through the potential to 

leverage supply networks and gain synergies from the production infrastructure.  

 

In this context, our findings concerning the industry in general and Cloetta in particular surely 

support that acquisition-driven value creation is achievable in the confectionery industry. However, this 

only holds true if the cost of capital remain at today’s low levels.  Since we have examined one case only, 

we welcome a study of several acquisitions to validate this conclusion.  
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Moreover, as we employed analyst’s perspective to the performed valuation, we have not 

communicated with Cloetta but relied entirely on public information which could be subject to adverse 

selection and bias. For further research, we suggest evaluating the acquisition from inside, with an 

emphasis on valuating the realized synergies. Another drawback with the chosen methodology is the lack 

of flexibility with our chosen measure, “economic value”. The EVA measure fails to integrate different 

values that can be created from suppliers, employees, customers, etc. following a merger or acquisition. By 

adopting a stakeholder perspective, a more complete picture of how value is created through a merger can 

be isolated, understood and hopefully replicated. 

 

 

 

 

  



 
 

108 
 

References 

Annual reports 

Cloetta (2009) Annual report 2009  

Cloetta (2010) Annual report 2010 

Cloetta (2011) Annual report 2011 

Cloetta (2012) Annual report 2012 

Cloetta (2013) Annual report 2013 

Cloetta (2014) Annual report 2014 

LEAF (2009) Annual report 2009 

LEAF (2010) Annual report 2010 

LEAF (2011) Annual report 2011 

Databases 

Bloomberg 

Datamonitor 

Datastream 

Factset 

Mergermarket 

Litterature 

Brealey, R. A., Myers, S. C., Allen, F. (2011) Principles of Corporate Finance, 10th ed., New York, NY: 

McGrew-Hill/Irwin 

Koller, T., Goedhart, M., Wessels, D. (2010) Valuation – Measuring and managing the value of companies, 5th ed., 

Hoboken, NJ: Wiley and Sons 

Rosenbaum, J., Pearl, J. (2009) Investment banking – Valuation, leveraged buyouts and mergers & acquisitions, 

Hoboken, NJ: Wiley and Sons 

Petersen, C. V., Plenborg, T. (2012) Financial statement analysis – Valuation, credit analysis, executive 

compensation, Harlow, U.K.: Pearson 



 
 

109 
 

Academic articles and internet publications 

Abrahamsson, M., Rehme, J. (2010) The Role of Logistics in Retailers' Corporate Strategy-a Driver for Growth and 

Customer Value, Supply Chain Forum – An international Journal, Vol 11 no 4 - 2010 

A.T Kearney (2011) Capitalizing on Commodity Volatility – Eight ways to leapfrog competition  

< https://www.atkearney.com/paper/-/asset_publisher/dVxv4Hz2h8bS/content/capitalizing-on-commodity-volatility/10192 > 

Candy Industry (2013) The Future of Package Printing 

< http://digital.bnpmedia.com/article/Packaging+Purview/1420289/0/article.html> 

Centraal Bureau voor de statistiek (2015) Dutch population statistics,  

<http://www.cbsvooruwbedrijf.nl/> 

Coface (2015) Country risk barometer 

<http://coface.com/Economic-Studies-and-Country-Risks>  

Dagens Nyheter (2012) Julchokladens mörka bakgrund 

<http://www.dn.se/ekonomi/julchokladens-morka-bakgrund/> 

Damodaran, A. (2007) Return on Capital (ROC), Return on Invested Capital (ROIC) and Return on Equity (ROE): 

Measurement and Implications, Stern School of Business 

Deutsch, C., West, A. (2010) Perspectives on merger integration, McKinsey & Company 

European Commission (2015) EU sugar policy and quota management 

<http://ec.europa.eu/agriculture/sugar/index_en.htm> 

Eurostat (2014) Estimated Labour costs for the whole economy  

<http://ec.europa.eu/eurostat/statistics-explained/index.php/File:Estimated_labour_costs_for_the_whole_economy_in_EUR,_2014.png> 

EPHA – European public health alliance (2012) Food taxation in Europe: Evolution of the legislation 

<http://www.epha.org/4814> 

Forbes (2014) Stevia-Sweetened Coca-Cola Life To Be Launched In The U.S. 

<http://www.forbes.com/sites/greatspeculations/2014/06/18/stevia-sweetened-coca-cola-life-to-be-launched-in-the-u-s/> 

Frost & Sullivan (2014) Review of the Confectionery Product Market in Europe, Market Insight 9A75-88 

Food engineering & ingredients (2012) A confection of innovation: New developments in confectionaries 

< http://connection.ebscohost.com/c/articles/86131507/confection-innovation-new-developments-confectionaries> 

ICCO – International Cocoa Organization (2015) The chocolate industry 

< http://www.icco.org/about-cocoa/chocolate-industry.html> 



 
 

110 
 

IRI (2014) Closing the price gap, losing share, Private Label in Western Economies, Special report – December 

2014 

Jordbruksverket (2014) EU’s market regulation for sugar 

<http://www.jordbruksverket.se/amnesomraden/handel/jordbruksgrodor/eusmarknadsregleringforolikajordbruksgrodor/eusmarknadsregl

eringforsocker.4.67e843d911ff9f551db80003016.html> 

Kelly, J., Cook, C., Spitzer, D. (1999) Unlocking shareholder value: The keys to success, Mergers and 

Acquisitions: Global Research Report 

Liu, J., Nissim, D., Thomas, J. (2007) Is Cash Flow King in Valuation, Financial Analysts Journal, vol 63no 2 

Marketline (2014) Marketline industry profile – Confectionery in Europe 
< http://store.marketline.com/Product/europe_confectionery?productid=MLIP1703-0006> 

OECD/European Union (2014) Overweight and obesity among adults, Health at a glance: Europe 2014 
<http://dx.doi.org/10.1787/health_glance_eur-2014-e> 

Porter, M. E. (1979) How Competitive Forces Shape Strategy, Harvard Business Review 57, no. 2:137–145 

Snaljapen (2015) Köp det rätta, köp Cloetta? 

< http://snaljapen.se/2015/06/kop-det-ratta-kop-cloetta.html> 

Statistics Sweden (2015) Swedish population statistics 

 < http://www.scb.se/sv_/Hitta-statistik/Statistik-efter-amne/Befolkning/> 

Supply Chain Solutions (2015) Political and economic stability 

 <http://bsi-supplychainsolutions.com/en-US/supply-chain-risks/business-continuity/political-and-economic-stability/> 

The Guardian (2015) The future of chocolate: why cocoa production is at risk 

<http://www.theguardian.com/sustainable-business/fairtrade-partner-zone/chocolate-cocoa-production-risk> 

Sveriges Riksbank, 2015. (Accessed 2015-07-06) <http://www.riksbank.se/en/Interest-and-exchange-rates/search-interest-

rates-exchange-rates/?g7-SEGVB10YC=on&from=2009-01-01&to=2015-06-30&f=Year&cAverage=Average&s=Dot#search> 

 

 

 

 

 

 



 
 

111 
 

Appendices 

Appendix 1 – Market fundamentals 

 

Source: Euroconstruct, November 2014 

 

 

 

 

POPULATION (in 000s)

Outlook

2011 2012 2013 2014 2015 2016 2017

Denmark 5 561 5 581 5 603 5 627 5 649 5 668 5 687 1.19% 1.07%

Finland 5 375 5 401 5 426 5 451 5 475 5 500 5 525 1.41% 1.36%

Italy 60 663 60 723 60 783 60 843 60 892 60 926 60 944 0.30% 0.17%

Netherlands 16 656 16 730 16 780 16 829 16 871 16 920 16 973 1.04% 0.86%

Norway 4 920 4 986 5 051 5 109 5 167 5 226 5 283 3.84% 3.41%

Sweden 9 341 9 416 9 483 9 556 9 645 9 747 9 857 2.31% 3.15%

CONSUMER PRICES  (% change)

Outlook

2011 2012 2013 2014 2015e 2016e 2017e

Denmark 2.7 2.4 0.5 0.8 1.2 1.5 2.0 1.6% 1.6%

Finland 3.4 2.8 1.5 1.1 1.5 1.6 1.8 2.2% 1.6%

Italy 2.8 3.0 1.2 0.3 0.6 0.9 1.3 1.8% 0.9%

Netherlands 2.3 2.5 2.5 1.0 1.3 2.0 2.0 2.1% 1.8%

Norway 1.2 0.8 2.1 2.1 1.7 1.7 1.9 1.6% 1.8%

Sweden 3.0 0.9 0.0 0.0 1.1 2.2 2.7 1.0% 2.0%

GDP (% change in real term s)

Outlook

2011 2012 2013 2014 2015 2016 2017

Denmark 1.3 -0.7 -0.1 0.7 1.2 1.8 2.3 0.3% 1.8%

Finland 2.6 -1.5 -1.2 -0.3 1.1 1.4 1.8 -0.1% 1.4%

Italy 0.6 -2.3 -1.9 -0.4 0.3 0.8 1.1 -1.0% 0.7%

Netherlands 1.7 -1.7 -0.7 0.8 1.3 2.3 2.3 0.0% 2.0%

Norway 1.3 2.9 0.6 1.9 1.7 2.4 2.3 1.7% 2.1%

Sweden 2.9 0.9 1.6 1.8 3.1 3.4 2.9 1.8% 3.1%

Growth '11-

'14

Growth '14-

'17

Country/Year

    Forecasts

Country/Year

    Forecasts Avg 

growth  '11-

'14

Country/Year

    Forecasts Avg 

growth  '11-

'14, %

Avg 

growth  '15-

'17, %

Avg 

growth  '15-

'17

Consumed 

value per 

capita 2013, SEK

Market volume 

2013, million kg

Manufacturer 

market size 2014

Manuf. Share of 

consumed value

Finland 1530 88.4 3824 46%

Denmark 1678 88.2 1773 19%

Sweden 1445 140 7391 54%

Norway 1584 71 1060 13%

Netherlands 834 174 3544 25%

Italy 230 371 5715 18%
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MARKET VOLUME IN 2014, MSEK     

 

Chocolate 
Sugar 

confectionery 

Pastilles and 

shewing gum 
Total 

Italy                22,307                      8,013                      3,790                    34,110     

Sweden                  7,797                      5,739                      1,191                    14,727     

Netherlands                  6,822                      6,064                      1,516                    14,402     

Denmark                  4,873                      4,331                         866                    10,071     

Finland                  4,548                      3,790                         541                      8,879     

Norway                  5,523                      2,057                         975                      8,555     

 

PER CAPITA CONSUMPTION OF CONFECTIONERY,  

KG/PERSON AND YEAR     

 

Year Value Average CAGR 

Finland 2011 16.41 16.42 -0.3% 

 

2012 16.56 16.42 

 

 

2013 16.30 16.42 

 

     Denmark 2011 14.69 15.09 3.5% 

 

2012 14.84 15.09 

 

 

2013 15.74 15.09 

 

     Sweden 2011 14.06 14.37 2.6% 

 

2012 14.22 14.37 

 

 

2013 14.81 14.37 

 

     Norway 2011 13.28 13.60 2.9% 

 

2012 13.44 13.60 

 

 

2013 14.07 13.60 

 

  

  

  Netherlands 2011 9.84 10.07 2.6% 

 

2012 10.00 10.07 

 

 

2013 10.37 10.07 

 

  

  

  Italy 2011 5.94 6.05 1.5% 

 

2012 6.09 6.05 

 

 

2013 6.11 6.05 

 
Source: Datamonitor 
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Appendix 2 – EBIT margin 

EBIT margin             

   2009 2010 2011 2012 2013 2014 Avg. 

        Cloetta 0.0% 3.3% 2.7% 2.6% 8.5% 10.9% 4.7% 

LEAF 9.9% 10.3% 7.8% 

   

9.3% 

        Intl' confectionery 

       Barry Callebaut 7.2% 7.5% 8.1% 7.3% 7.0% 7.1% 7.4% 

Hershey Co 14.4% 16.0% 17.4% 16.7% 18.7% 18.7% 17.0% 

Mondelez 13.4% 11.5% 9.8% 10.4% 11.2% 9.5% 11.0% 

Nestlé 12.7% 13.8% 14.9% 14.9% 14.1% 12.7% 13.9% 

Orkla 11.3% 7.4% 8.4% 10.2% 9.0% 10.7% 9.5% 

Lindt 10.5% 12.6% 13.2% 12.4% 14.0% 14.0% 12.8% 

Intl' confectionery, average 11.6% 11.5% 12.0% 12.0% 12.4% 12.1% 11.9% 

        Nordic consumer goods 

       Axfood 3.5% 3.5% 3.6% 3.3% 3.5% 3.8% 3.5% 

Atria 3.5% 3.5% 3.6% 3.3% 3.5% 3.8% 3.5% 

Carlsberg 15.9% 16.4% 14.8% 14.6% 15.1% 14.3% 15.2% 

HKScan 2.6% 1.8% 1.5% 1.7% 0.6% 2.8% 1.8% 

Kesko 1.6% 2.9% 3.0% 2.2% 2.6% 2.6% 2.5% 

Raisio  5.2% 4.5% 5.6% 5.4% 7.0% 7.0% 5.8% 

Nordic consumer goods, average 5.4% 5.4% 5.3% 5.1% 5.4% 5.7% 5.4% 

 

 

EBIT margin             

   2009 2010 2011 2012 2013 2014 Avg. 

        LEAF  9.9% 10.3% 7.8% 

   

9.3% 

Cloetta 0.0% 3.3% 2.7% 2.6% 8.5% 10.9% 4.7% 

       

  

Intl' confectionery 11.6% 11.5% 12.0% 12.0% 12.4% 12.1% 11.9% 

       

  

Nordic consumer goods 5.4% 5.4% 5.3% 5.1% 5.4% 5.7% 5.4% 

        LEAF 9.3% 9.3% 9.3% 

    Cloetta 4.7% 4.7% 4.7% 4.7% 4.7% 4.7% 

 

        Intl' confectionery, average 11.9% 11.9% 11.9% 11.9% 11.9% 11.9% 

 

        Nordic consumer goods, average 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 

 

Source: Bloomberg 
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Appendix 3 – EBITDA margin 

 

EBITDA margin             

   2009 2010 2011 2012 2013 2014 Avg. 

        Cloetta 3.9% 8.0% 8.3% 7.4% 12.3% 14.7% 9.1% 

LEAF 12.5% 12.7% 10.1% 

   

11.8% 

        Intl' confectionery 

       Barry Callebaut 9.3% 9.8% 10.2% 9.1% 9.0% 9.1% 9.4% 

Hershey Co 17.8% 19.4% 20.9% 19.9% 21.6% 21.6% 20.2% 

Mondelez 15.8% 14.4% 13.9% 14.2% 14.3% 12.6% 14.2% 

Nestlé 16.0% 17.4% 18.4% 18.3% 17.6% 15.8% 17.2% 

Orkla 16.7% 12.0% 15.5% 13.6% 14.7% 14.0% 14.4% 

Lindt 15.1% 16.4% 17.0% 16.3% 17.5% 17.4% 16.6% 

Intl' confectionery, average 15.1% 14.9% 16.0% 15.2% 15.8% 15.1% 15.3% 

        Nordic consumer goods 

       Axfood 5.1% 5.1% 5.2% 5.0% 5.2% 5.5% 5.2% 

Atria 6.2% 4.9% 4.6% 6.0% 6.0% 6.1% 5.6% 

Carlsberg 22.2% 23.1% 20.7% 20.6% 21.1% 20.7% 21.4% 

HKScan 5.3% 4.7% 4.5% 5.2% 3.5% 6.9% 5.0% 

Kesko 3.0% 4.2% 4.3% 3.8% 4.2% 4.2% 4.0% 

Raisio  11.0% 8.3% 8.7% 8.3% 9.8% 13.7% 10.0% 

Nordic consumer goods, average 8.8% 8.4% 8.0% 8.1% 8.3% 9.5% 8.5% 

 

EBITDA margin             

   2009 2010 2011 2012 2013 2014 Avg. 

        Cloetta 3.9% 8.0% 8.3% 7.4% 12.3% 14.7% 9.1% 

LEAF 12.5% 12.7% 10.1% 

   

11.8% 

        Intl' confectionery, average 15.1% 14.9% 16.0% 15.2% 15.8% 15.1% 15.3% 

        Nordic consumer goods, average 8.8% 8.4% 8.0% 8.1% 8.3% 9.5% 8.5% 

        

        Cloetta 9.1% 9.1% 9.1% 9.1% 9.1% 9.1% 

 LEAF 11.8% 11.8% 11.8% 11.8% 11.8% 11.8% 

 

        Intl' confectionery 15.3% 15.3% 15.3% 15.3% 15.3% 15.3% 

 

        Nordic consumer goods 8.5% 8.5% 8.5% 8.5% 8.5% 8.5% 

 

Source: Bloomberg 
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Appendix 4 – Return on Equity 

ROE             

   2009 2010 2011 2012 2013 2014 Avg. 

        Cloetta 0.8% 3.0% 2.4% -4.9% 11.1% 6.2% 3.1% 

LEAF 27.9% 30.9% 17.9% 

   

25.6% 

        Intl' confectionery 

       Barry Callebaut 18.4% 18.4% 21.0% 18.6% 15.1% 14.4% 17.7% 

Hershey Co 95.7% 70.4% 76.2% 78.2% 63.4% 58.6% 73.7% 

Mondelez 12.8% 11.0% 6.6% 7.1% 9.7% 11.1% 9.7% 

Nestlé 16.7% 15.3% 16.0% 17.3% 17.9% 22.8% 17.7% 

Orkla 4.5% -1.8% 9.9% 11.1% 8.2% 6.8% 6.4% 

Lindt 12.5% 14.7% 15.0% 14.8% 14.0% 12.2% 13.9% 

Intl' confectionery, average 26.8% 21.3% 24.1% 24.5% 21.4% 21.0% 23.2% 

        Nordic consumer goods 

       Axfood 32.4% 30.7% 28.7% 28.5% 27.5% 28.5% 29.4% 

Atria 1.6% -1.2% -1.5% 2.3% -1.0% 6.3% 1.1% 

Carlsberg 8.0% 11.2% 9.6% 10.0% 9.7% 13.3% 10.3% 

HKScan 8.5% 6.9% 2.4% 4.1% 2.2% 13.6% 6.3% 

Kesko 6.3% 9.8% 8.4% 6.3% 6.9% 7.4% 7.5% 

Raisio  4.5% 3.8% 6.6% 3.7% 9.4% 8.5% 6.1% 

Nordic consumer goods, average 10.2% 10.2% 9.0% 9.2% 9.1% 12.9% 10.1% 

 

ROE             

   2009 2010 2011 2012 2013 2014 Avg. 

        Cloetta 0.8% 3.0% 2.4% -4.9% 11.1% 6.2% 3.1% 

LEAF 27.9% 30.9% 17.9% 

   

25.6% 

        Intl' confectionery, average 26.8% 21.3% 24.1% 24.5% 21.4% 21.0% 23.2% 

        Nordic consumer goods, average 10.2% 10.2% 9.0% 9.2% 9.1% 12.9% 10.1% 

        

        Cloetta 3.1% 3.1% 3.1% 3.1% 3.1% 3.1% 

 LEAF 25.6% 25.6% 25.6% 25.6% 25.6% 25.6% 

 

        Intl' confectionery 23.2% 23.2% 23.2% 23.2% 23.2% 23.2% 

 

        Nordic consumer goods 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 

 

Source: Bloomberg 
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Appendix 5 – Return on Invested Capital 

ROIC             

   2009 2010 2011 2012 2013 2014 Avg. 

        Cloetta 0.0% 4.1% 3.3% 2.0% 6.4% 7.9% 4.0% 

LEAF 6.6% 18.0% 1.6% 

  

  8.7% 

      

  

 Intl' confectionery 

     

  

 Barry Callebaut 15.3% 15.3% 17.1% 16.2% 12.3% 12.0% 14.7% 

Hershey Co 32.2% 35.0% 37.7% 38.4% 40.1% 38.4% 37.0% 

Mondelez 11.6% 9.7% 5.2% 6.0% 7.2% 6.3% 7.7% 

Nestlé 16.8% 15.1% 15.0% 15.6% 14.8% 12.9% 15.0% 

Orkla 6.8% 5.5% 4.0% 6.0% 5.6% 7.4% 5.9% 

Lindt 16.1% 19.1% 19.3% 19.3% 17.2% 13.0% 17.3% 

Intl' confectionery, average 16.4% 16.6% 16.4% 16.9% 16.2% 15.0% 16.3% 

      

  

 Nordic consumer goods 

     

  

 Axfood 33.1% 34.7% 31.8% 30.7% 36.1% 35.2% 33.6% 

Atria 3.4% 1.3% 1.1% 3.6% 2.4% 5.3% 2.9% 

Carlsberg 8.4% 8.9% 8.1% 8.1% 8.1% 8.4% 8.3% 

HKScan 6.4% 4.2% 4.0% 4.7% 1.4% 7.9% 4.8% 

Kesko 5.2% 9.4% 10.2% 7.4% 8.3% 8.3% 8.2% 

Raisio  5.7% 4.9% 7.4% 7.4% 9.7% 8.1% 7.2% 

Nordic consumer goods, average 10.4% 10.6% 10.5% 10.3% 11.0% 12.2% 10.8% 

 

ROIC             

   2009 2010 2011 2012 2013 2014 Avg. 

        LEAF  6.6% 18.0% 1.6% 

  

  8.7% 

Cloetta 0.0% 4.1% 3.3% 2.0% 6.4% 7.9% 4.0% 

       

  

Intl' confectionery 16.4% 16.6% 16.4% 16.9% 16.2% 15.0% 16.3% 

       

  

Nordic consumer goods 10.4% 10.6% 10.5% 10.3% 11.0% 12.2% 10.8% 

        LEAF  8.7% 8.7% 8.7% 8.7% 8.7% 8.7% 

 Cloetta 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 

 

        Intl' confectionery, average 16.3% 16.3% 16.3% 16.3% 16.3% 16.3% 

 

        Nordic consumer goods, average 10.8% 10.8% 10.8% 10.8% 10.8% 10.8% 

 

Source: Bloomberg 
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Appendix 6 – Level of concentration on main markets 

The Herfindahl index (also known as Herfindahl–Hirschman Index, or HHI), market share 

expressed in % 

 
           Sweden  %  HHI 

 

Finland  %  HHI 

 

Denmark  %  HHI 

Cloetta 23 1487 

 

Cloetta 25 2450 

 

Cloetta 15 1537 

Modelez 29 

  

Fazer 42 

  

Haribo 29 

 Mars/Wrigley 9 

  

Panda 5 

  

Toms 18.7 

 Fazer 6 

  

Mondelez 6 

  

Valora 11 

 Others 33 

  

Others 22 

  

Others 28 

 

           Norway  %   HHI   The Netherlands  %  HHI 

 

Italy  %  HHI 

Cloetta 25 1243 

 

Cloetta 18 914 

 

Cloetta 13 1026 

Nidar 20 

  

Perfetti 22 

  

Perfetti 26 

 Brynhild 13 

  

Haribo 9 

  

Haribo 10 

 Galleberg 7 

  

Mondelez 5 

  

Ferrero 9 

 Others 35 

  

Others 46 

  

Others 42 

 

           
            

 
 

 

An H below 0.01 (or 100) indicates a highly competitive 

index. 

  

  

An H below 0.15 (or 1,500) indicates an unconcentrated 

index. 

  

  

An H between 0.15 to 0.25 (or 1,500 to 2,500) indicates 

moderate concentration. 

 

  

An H above 0.25 (above 2,500) indicates high 

concentration. 

  
 Source: Investopedia.com 

 

Appendix 7 – STIBOR 3M and Swedish 10Y government bond 

 

STIBOR Fixing Swedish Government Bonds 

 

STIBOR 3M SE GVB 10Y 

Period Average Average 

2005 1.88 3.38 

2006 2.57 3.70 

2007 3.88 4.17 

2008 4.77 3.90 

2009 0.91 3.25 

2010 0.93 2.88 

2011 2.46 2.59 

2012 2.00 1.59 

2013 1.19 2.12 

2014 0.66 1.72 

Average 2.13 2.93 

   
 

 Source: Swedish Central Bank (Riksbanken)2015-06-22 

 

https://en.wikipedia.org/wiki/Herfindahl_index#cite_note-5
https://en.wikipedia.org/wiki/Herfindahl_index#cite_note-5
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Appendix 8 – Analytical balance sheet 

 

ANALYTICAL - BALANCE SHEET 
              

    Historical Data 
    2009 2010 2011 2012 2013 2014 

Inventories   117 145 111 773 798 853 

Trade receivables   88 107 102 825 810 972 

Total prepaid expenses and 

other current assets 
  25 14 23 130 123 152 

Operating current assets   230 266 236 1 728 1 731 1 977 

                

Trade payable   78 70 62 657 388 586 

Accrued expenses and deferred 

income 
  94 92 77 451 441 384 

Total other current liabilities   135 119 113 1167 720 804 

Operating current liabilities   307 281 252 2 275 1 549 1 774 

                

Net Working Capital   -77 -15 -16 -547 182 203 

                

Non-current assets         105% 107% 111% 

Intangible assets   143 144 143 5 099 5 252 5 882 

Property, plant and equipment   461 460 445 1 611 1 660 1 667 

Deferred tax asset   
   

473 73 84 

Total Non-current assets   604 604 588 7 183 6 985 7 633 

                

INVESTED CAPITAL (OPERATING)   527 589 572 6 636 7 167 7 836 

 
              

        

  
2009 2010 2011 2012 2013 2014 

Interest bearing assets               

Cash and cash equivalents   256 195 264 306 167 229 

Assets held for sale   
   

35 15 16 

Derivatives financial instruments   
   

0 0 2 

Short term investment   21 50 0 
   

Other financial assets   2 1 6 88 91 105 

Total interest bearing assets   279 246 270 429 273 352 

                

Interest bearing debt                

Borrowings   26 28 24 2 516 3 096 2 993 

Derivative financial instruments   
   

3 21 56 

Other non-current liabilities   
   

0 2 147 

Provisions for pensions and other 

long-term employee benefits 
  69 74 79 452 360 505 

Borrowings   
   

747 212 423 

Derivative financial instruments   
   

21 2 16 

Total interest bearing debt   95 102 103 3 739 3 693 4 140 

                

Net interest bearing debt   -184 -144 -167 3 310 3 420 3 788 

                

Equity                

Share capital   121 121 122 1 443 1 443 1 443 

Other paid in capital   405 405 410 4 124 4 124 4 124 

Translation difference reserve   0 0 0 -70 36 268 

Retained earnings including 

profit for the year 
  185 207 207 -2 171 -1 856 -1 787 

Equity and equity equivalents   711 733 739 3 326 3 747 4 048 

                

INVESTED CAPITAL (FINANCING)   527 589 572 6 636 7 167 7 836 
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Appendix 9 – Analytical income statement 

 

 

Appendix 10 - CAPEX 

 

 

 

 

 

ANALYTICAL INCOME STATMENT

2009 2010 2011 2012 2013 2014

Net sales 1 184 1 061 987 4 859 4 893 5 313

Cost of goods sold -805 -686 -632 -2 945 -2 924 -3 160

Gross Profit 379 375 355 1 914 1 969 2 153

SG&A -333 -290 -273 -1 554 -1 367 -1 373

EBITDA 46 85 82 360 602 780

Depreciation and amortisation -46 -50 -55 -166 -177 -201

GW amortisation & impairment 0 0 0 -69 -7 -2

EBIT 0 35 27 125 418 577

Taxes on EBIT 0 -10 -8 -60 107 -164

NOPAT 0 25 19 66 525 413

Exchange differences on borrowings and cash 20 -12 -11

Net financial items -1 -4 -1 -265 -208 -239

Tax shield 7 1 0 126 -53 68

Net Profit 6 22 18 -73 264 242

Historical Data

Depreciation and Capex 2009 2010 2011 2012 2013 2014 2015E 2016E 2017E 2018E 2019E 2020E

Sales 1 184 1 061 987 4 859 4 893 5 313 5 596 5 704 5 813 5 913 6 002 6 094

PP&E (beginning of year) 397 461 460 445 1 611 1 660 1 667 1 751 1 808 1 837 1 837 1 837

Depreciat ion PP&E -46 -50 -55 -166 -177 -201 -196 -200 -203 -207 -210 -213

PP&E (after depreciat ion) 351 411 405 279 1 434 1 459 1 471 1 551 1 605 1 630 1 627 1 624

Capex PP&E 110 49 40 269 226 208 280 257 233 207 210 213

PP&E (ending of year) 461 460 445 1 611 1 660 1 667 1 751 1 808 1 837 1 837 1 837 1 837

Capex % of revenue 9.29% 4.62% 4.05% 5.54% 4.62% 3.91% 5.00% 4.50% 4.00% 3.50% 3.50% 3.50%

Depreciat ion % of revenue 3.9% 4.7% 5.6% 3.42% 3.62% 3.78% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%

Capex PP&E 110 49 40 269 226 208 280 257 233 207 210 213
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Appendix 11 – Working capital projections  

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix 12 – WACC Calculation 

WACC Calculation 2009 2010 2011 2012 2013 2014 Projected 

Capital Structure 

       Debt-to-Total Capitalization 36% 34% 32% 64% 58% 59% 50% 

Equity-to-Total Capitalization 64% 66% 68% 36% 42% 41% 50% 

 
       

Cost of Debt 3.9% 3.5% 4.5% 4.2% 3.8% 3.7% 5.1% 

Tax rate 26.3% 26.3% 26.3% 26.3% 22.0% 22.0% 22.0% 

After tax cost of debt 2.9% 2.6% 3.3% 3.1% 2.9% 2.9% 4.0% 

 
       

Risk-free rate of return 3.3% 2.9% 2.6% 1.6% 2.1% 1.7% 2.9% 

Market risk premium 6.2% 6.2% 6.2% 6.2% 6.2% 6.8% 6.8% 

Levered Beta 0.44 0.44 0.44 0.73 0.71 0.72 0.72 

Size Premium 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Cost of Equity 6.0% 5.6% 5.3% 6.1% 6.5% 6.6% 7.8% 

 
       

WACC 4.9% 4.6% 4.7% 4.2% 4.4% 4.4% 5.9% 

 

 

 

CLOETTA GROUP

Working capital projections

(SEKm)

2009 2010 2011 2012 2013 2014 2015E 2016E 2017E 2018E 2019E 2020E

Sales 1 184 1 061 987 4 859 4 893 5 313 5 596 5 704 5 813 5 913 6 002 6 094

Cost of Goods Sold 805 686 632 2 945 2 924 3 160 3 134 3 251 3 372 3 429 3 481 3 534

Current Assets 

Inventories 117 145 111 773 798 853 816 846 878 893 906 920

Trade receivables 88 107 102 825 810 972 966 984 1003 1021 1036 1052

Total prepaid expenses and other current assets 25 14 23 130 123 152 140 143 145 148 150 152

Total Current Assets 230 266 236 1 728 1 731 1 977 1 921 1 973 2 026 2 061 2 092 2 124

Current Liabilities

Trade payable 78 70 62 657 388 586 558 579 600 611 620 629

Accrued expenses and deferred income 94 92 77 451 441 384 448 456 465 473 480 487

Total other current liabilit ies 135 119 113 1167 720 804 783 799 814 828 840 853

Total Current Liabilities 307 281 252 2 275 1 549 1 774 1 789 1 834 1 879 1 911 1 941 1 970

Net Working Capital -77 -15 -16 -547 182 203 132 139 147 149 152 154

% sales -6.5% -1.4% -1.6% -11.3% 3.7% 3.8%

(Increase) / Decrease in NWC 62 -1 -531 729 21 71 -7 -7 -3 -2 -2

Historical figues Average

Days Inventory Held 53.05 77.15 64.11 95.80 99.61 98.53 97.98 95 95 95 95 95 95

Days Sales Outstanding 27.13 36.81 37.72 61.97 60.42 66.78 63.06 63 63 63 63 63 63

Prepaid and Other CA (% of sales) 2.11% 1.32% 2.33% 2.68% 2.51% 2.86% 2.68% 0.025 0.025 0.025 0.025 0.025 0.025

Days Payable Outstanding 35.37 37.24 35.81 81.43 48.43 67.69 36.14 65 65 65 65 65 65

Accrued expenses and deferred income (% of sales) 7.94% 8.67% 7.80% 9.28% 9.01% 7.23% 8.51% 0.08 0.08 0.08 0.08 0.08 0.08

Other Current Liabilit ies (% of sales) 11.40% 11.22% 11.45% 24.02% 14.71% 15.13% 17.95% 0.14 0.14 0.14 0.14 0.14 0.14

Projection PeriodHistorical Data
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Appendix 13 – Discounted cash flow analysis  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Implied Perpetuity Growth Rate 

Terminal Year Free Cash Flow 

(2020E) 549 

Terminal period 

WACC     5.88% 

Terminal Value     12 732 

          

Implied Perpetuity Growth 

Rate   
1.5% 

Enterprise Value 

Cumulative Present Value of FCF 2 182 

    

Terminal Value   

Terminal Value 12 732 

Discount Factor 0.82 

Present Value of Terminal Value 10 458 

% of Enterprise Value 82.7% 

    

    

Enterprise Value 12 640 

Implied Equity Value and Share Price 

Enterprise Value 12 640 

Less: Total Debt 4 140 

Less: Preferred Securities 0 

Less: Non-controlling Interest 0 

Plus: Cash and cash equivalents 352 

      

Implied Equity Value 8 852 

Fully Diluted Shares Outstanding 278 757 685 

Implied Share Price 31.8 
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Appendix 14 – Valuation multiples  

 

 

Source: Factset, 2015-05-29 

 

CAGR Average Average

Company 2014 2015e 2016e 14e-16e 2014 2015e 2016e 14e-16e 2014 2015e 2016e 14-16e 2014 2014

International confectionery

Barry Callebaut 14.6% 3.5% 3.2% 3.3% 9.0% 8.9% 9.4% 9.1% 7.0% 7.1% 7.4% 7.2% 3.4x 3.5%

Hershey Co 3.9% 4.8% 4.9% 4.9% 22.4% 22.6% 23.1% 22.7% 19.6% 19.8% 20.3% 19.9% 1.0x 5.0%

Mondelez -3.0% -9.8% 3.7% -3.3% 16.0% 17.4% 18.4% 17.2% 12.9% 14.1% 15.1% 14.0% 2.8x 4.8%

Nestlé -0.6% 0.0% 4.7% 2.4% 18.8% 19.0% 19.3% 19.0% 15.3% 15.5% 15.8% 15.5% 0.7x 4.3%

Orkla -10.4% 5.1% 3.3% 4.2% 14.1% 14.5% 15.1% 14.6% 10.6% 11.0% 11.7% 11.1% 1.6x 3.2%

Lindt 16.9% 11.2% 7.5% 9.4% 17.4% 17.5% 17.8% 17.6% 14.0% 14.1% 14.4% 14.2% 1.4x 6.6%

Min -10.4% -9.8% 3.2% -3.3% 9.0% 8.9% 9.4% 9.1% 7.0% 7.1% 7.4% 7.2% 0.7x 3.2%

Median 1.6% 4.2% 4.2% 3.8% 16.7% 17.4% 18.1% 17.4% 13.4% 14.1% 14.7% 14.1% 1.5x 4.5%

Max 16.9% 11.2% 7.5% 9.4% 22.4% 22.6% 23.1% 22.7% 19.6% 19.8% 20.3% 19.9% 3.4x 6.6%

Nordic consumer goods

Axfood 2.6% 4.8% 3.1% 3.9% 5.6% 5.7% 5.8% 5.7% 3.8% 4.0% 4.0% 3.9% -0.2x 1.5%

Atria 1.1% -4.8% 0.9% -2.0% 6.2% 6.3% 6.6% 6.4% 2.8% 2.9% 3.1% 2.9% 2.8x 2.4%

Carlsberg -3.1% 2.4% 4.3% 3.3% 20.6% 20.2% 20.9% 20.6% 14.3% 14.0% 14.8% 14.4% 2.9x 9.1%

HKScan -19.8% -0.5% 1.4% 0.4% 5.7% 4.2% 4.5% 4.8% 0.6% 1.4% 1.5% 1.2% 1.3x 2.5%

Kesko -2.6% -3.4% 1.7% -0.9% 4.3% 4.6% 4.8% 4.5% 2.6% 3.0% 3.3% 3.0% -0.3x 2.1%

Raisio -11.4% 7.9% 3.6% 5.7% 9.9% 11.8% 12.0% 11.3% 7.1% 9.2% 9.5% 8.6% 1.4x 12.0%

Min -19.8% -4.8% 0.9% -2.0% 4.3% 4.2% 4.5% 4.5% 0.6% 1.4% 1.5% 1.2% -0.3x 1.5%

Median -2.8% 0.9% 2.4% 1.9% 6.0% 6.0% 6.2% 6.0% 3.3% 3.5% 3.7% 3.4% 1.3x 2.4%

Max 2.6% 7.9% 4.3% 5.7% 20.6% 20.2% 20.9% 20.6% 14.3% 14.0% 14.8% 14.4% 2.9x 12.0%

Cloetta

Cloetta 8.6% 5.3% 1.9% 3.6% 14.7% 16.0% 15.4% 15.4% 10.9% 12.5% 11.9% 11.8% 4.0x 3.9%

Net debt 

/ EBITDA

Capex / 

Sales

Sales growth EBITDA margin EBIT margin

MCAP EV

Company SEKm SEKm 2014 2015e 2016e 2014 2015e 2016e 2014 2015e 2016e 2014 2015e 2016e

International confectionery

Barry Callebaut 51,812 67,880 1.25x 1.21x 1.17x 13.97x 13.50x 12.52x 17.83x 17.12x 15.77x 29.26x 27.40x 24.52x

Hershey Co 125,694 143,251 2.26x 2.16x 2.05x 10.1x 9.5x 8.9x 11.5x 10.9x 10.1x 17.4x 15.4x 14.2x

Mondelez 578,009 722,145 2.47x 2.74x 2.64x 15.4x 15.7x 14.4x 19.1x 19.4x 17.5x 22.5x 23.7x 20.9x

Nestlé 2,129,199 2,237,204 2.70x 2.70x 2.57x 14.3x 14.2x 13.3x 17.6x 17.4x 16.3x 16.3x 23.0x 21.4x

Orkla 67,991 74,961 2.31x 2.20x 2.13x 16.4x 15.2x 14.1x 21.7x 19.9x 18.2x 37.4x 20.9x 19.6x

Lindt 72,862 80,386 2.62x 2.36x 2.19x 15.1x 13.5x 12.3x 18.7x 16.7x 15.2x 23.5x 21.3x 19.4x

Min 51,812 67,880 1.25x 1.21x 1.17x 10.08x 9.52x 8.88x 11.54x 10.91x 10.11x 16.26x 15.40x 14.23x

Median 99,278 111,819 2.39x 2.28x 2.16x 14.72x 13.84x 12.92x 18.28x 17.26x 16.03x 23.02x 22.15x 20.28x

Max 2,129,199 2,237,204 2.70x 2.74x 2.64x 16.40x 15.72x 14.38x 21.71x 19.92x 18.25x 37.36x 27.40x 24.52x

Nordic consumer goods

Axfood 27,409 27,413 0.71x 0.68x 0.66x 12.8x 11.9x 11.5x 18.9x 17.2x 16.5x 25.0x 22.2x 21.5x

Atria 1,605 4,070 0.30x 0.32x 0.32x 4.9x 5.1x 4.8x 10.9x 11.1x 10.1x 6.6x 7.6x 6.6x

Carlsberg 93,199 145,744 1.80x 1.76x 1.69x 8.7x 8.7x 8.1x 12.6x 12.5x 11.4x 16.8x 14.6x 12.7x

HKScan 2,608 3,975 0.21x 0.21x 0.21x 3.7x 5.0x 4.7x n.m. 15.7x 13.7x 4.9x 14.6x 13.2x

Kesko 21,779 22,172 0.26x 0.27x 0.27x 6.1x 5.9x 5.6x 10.2x 9.0x 8.0x 24.1x 20.5x 10.7x

Raisio 5,226 5,810 1.26x 1.16x 1.12x 12.7x 9.8x 9.3x 17.7x 12.7x 11.9x 20.0x 15.3x 14.1x

Min 1,605 3,975 0.21x 0.21x 0.21x 3.75x 5.05x 4.71x 10.16x 8.97x 8.01x 4.90x 7.55x 6.57x

Median 13,503 13,991 0.51x 0.50x 0.49x 7.41x 7.30x 6.82x 12.58x 12.60x 11.65x 18.42x 14.94x 12.95x

Max 93,199 145,744 1.80x 1.76x 1.69x 12.81x 11.86x 11.47x 18.94x 17.15x 16.52x 25.03x 22.16x 21.53x

Cloetta

Cloetta 7,471 11,259 2.12x 2.01x 1.97x 14.4x 12.6x 12.8x 19.5x 16.1x 16.6x 23.7x 23.4x 24.2x

EV/EBITEV/EBITDAEV/Sales P/E


