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1 Executive Summary 

This thesis presents an analysis and evaluation of the merger between Danish Crown and Ti-

can which was proposed in early 2015. Danish Crown and Tican are both cooperative slaugh-

terhouse based in Denmark but with global operations, although Danish Crown is significant-

ly larger than Tican. The merger would have created a company with more than 28,000 em-

ployees and revenues of 63 mDKK. The business case behind the merger is analysed and the 

attractiveness of the business case as well as compensation to the cooperative members are 

evaluated. While the merger ultimately did not go through, this thesis addresses the motiva-

tion and value behind the merger and estimates potential synergies up to 440 mDKK created. 

The business case is estimated through an explanatory case study, starting with the context 

and environment of the merger before moving on to estimation of the value created. The busi-

ness case is assessed through a present value model, supplemented with relative valuation 

approaches built upon an extensive strategic analysis. The synergies are derived as the residu-

al between the post-merger enterprise value and the estimated stand-alone valuation  

Tican had been searching for a financial partner due to declining short term profitability that 

had caused the cooperative to shrink their equity reserves, whereas Danish Crown were look-

ing to stabilize raw material input in their home market which in recent years had experienced 

declining volume growth. Tican had demonstrated high historical growth and value creation, 

however was found to lack the economies of scale to compete in an industry with highly con-

solidated competitors and a fierce competition on prices and margins.  

The proposed merger was ultimately withdrawn, since the commitments that Danish Crown 

was willing to undertake to have the merger approved by the Danish Competition Authorities 

were insufficient. In an attempt to model this, an extensive scenario analysis is introduced, 

outlining the impacts that requirements demanded by the Competition Authorities could have 

on the value created. The thesis is thus based on a theoretical foundation and analyses the mo-

tivations behind the merger and the value that could have been created for the cooperative 

members in Danish Crown and Tican. 

The business case analysis yields a base case present value of 440 mDKK in synergies and 

concludes that the cooperative members in both companies would benefit economically from 

the proposed merger. The extensive scenarios and downfalls of the merger are analysed in 

debt which concludes that the value created is highly susceptible towards assumptions made 

on the critical input in this thesis as well as the realization of the estimated synergies. 
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3 Introduction 

In February 2015, Tican and Danish Crown announced their decision to combine activities in 

a joint company. The merger would pool assets of the two companies, creating a company 

with sales of 63 mDKK and a joint market share of 87% in the Danish slaughterhouse indus-

try. The objective of this thesis is to estimate the value of the business case behind the deci-

sion to merge. 

Tican started preparations for an external investor in 2011 recognising that a partner would be 

necessary to strengthen their position in the global market place. In 2014, plans became more 

concrete and the need for capital infusion only increased following the Russian boycott of 

pork from EU in 2014, causing prices and Tican’s profits to drop and Tican had to draw on 

equity reserves to pay the critical supplementary payments to the cooperative members. While 

Tican’s motivation was clear, the incentives of Danish Crown were less so, with Danish 

Crown already holding majority of the Danish market and being present in the same markets 

as Tican. Danish Crown pointed towards the good strategic fit and securing a steady inflow of 

raw material as their main motivations, alongside reasonable synergies.  

Table 3-1 Summary of key figures 

mDKK (2014) Danish Crown Tican 

Revenue 58,029 (100%) 5,158 (100%) 

EBIT 2,162 (3.7%) 90 (1.7%) 

NOPAT 1,927 (3.3%) 70 (1.4%) 

Consolidated Profit 1632 (2.8%) 50 (1.0%) 

Employees 25,984 2,297 

Cooperative members 8,278 277 

Total pigs, sows and cattle (million) 21.7 1.9 

After an intense seven month review by the Danish Competition Authorities, the merger was 

abandoned in early November 2015 by Danish Crown, as the outlook for approval by the 

stipulated deadline was deemed impossible. Considering that both companies in question ex-

port the majority of their production and have the majority of their revenue outside of Den-

mark and even a considerable amount outside of the EU, the merger was first approved by the 

European Commission (Meat+Poultry & Shaffer, 2015) but referred to the Danish Authorities 

for national review. The national review proved to be unsuccessful with Danish Crown ulti-

mately withdrawing the merger since the commitments Danish Crown was willing to under-

take was considered insufficient. 
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The purpose of this thesis is to analyse the business case behind Danish Crown and Tican’s 

decision to merge through an explanatory case study. The assessment of the business case is 

to be based on a residual enterprise value approach between the consolidated company and 

the combined stand-alone entities in the well-known “1 + 1 = 3” fashion. The thesis will ana-

lyse the value that could have been created and the impacts on the cooperative members in the 

agricultural slaughterhouses. The merger structure and various requirements from the Compe-

tition Authorities will be analysed to determine the possible outcome if the merger had ulti-

mately been approved.  

1.1 Research question  

The following research question has been formulated: 

What was the business case behind Danish Crown’s proposed merger with Tican? What 

would the estimated value of the merger have been and what were the key considerations and 

risk in realizing this value?    

The research question will be analyzed through a fundamental valuation of the business case 

from the perspective of Danish Crown. The analysis begins with the strategic aspects of the 

industry, the companies and their positioning before moving on to the financial analysis and 

ultimately the valuation of the business case, impact on cooperative members and overall at-

tractiveness. To answer the research question the authors introduce a subsection of research 

areas to ensure a consistent and focused approach.  

The thesis begins with outlining the methodology and theory applied throughout this thesis as 

well as the models used in valuation. This is followed by an introduction of Danish Crown 

and Tican, their history, markets and current situation to provide the reader with an overview 

of the companies before advancing into the analysis. 

Research area 1 – Strategic analysis 

After comprehensive introduction to the companies, the strategic analysis will provide an 

analysis of the external environment and competitiveness in the industry focusing on deter-

mining causes for future performance.  

- What characterizes the fresh meat and processed food industries and how is the value 

chain of Tican composed? 

- Which external factors influence Tican and Danish Crown and how are they posi-

tioned for future outlook in the market?  
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Research area 2 – Financial analysis 

The financial analysis takes a starting point in the historical statements of Tican and Danish 

Crown, and looks at profitability, growth and overall financial performance. The strategic and 

financial analysis is summarized in a SWOT matrix before moving on to the valuation.  

- Which factors have been driving the historical profitability of Tican and how has it 

performed relative to the market and Danish Crown? 

- What are the prospects of Tican’s short- and long term liquidity risks? 

Research area 3 – Valuation and Synergies 

Having established a solid foundation and understanding of the industry, the drivers and the 

attractiveness of Tican, the thesis advances into the valuation chapter. A DCF model is ap-

plied to assess the value of each company independently. The next step is assessing the busi-

ness case, in which Tican’s operations and assets are combined with the ones of Danish 

Crown including potential synergies and other adjustments. The evaluation of the stand-alone 

business cases, supported by multiples analysis, is followed by a comprehensive sensitivity 

and scenario analysis to highlight the potential risks and downfalls in realizing the synergies 

given the potential requirements of the Danish Competition Authorities. 

- What were the stand-alone values of the merging cooperatives, as seen from the per-

spective of the cooperative members, and what were the implied market values of eq-

uity? 

- What potential synergies could arise and how does this affect the value created 

through the proposed merger? 

Research area 4 – Impact and risk 

Having determined the value of the business case, the impact on the cooperative members is 

analyzed, before turning to a discussion of the main risks that could terminate the attractive-

ness of the business case, including other alternative investments to be considered when eval-

uating the business case. 

- What is the impact of the merger on the cooperative members in Tican and Danish 

Crown, respectively? 

- What risks are associated with the estimated outcome and what could potential down-

falls include? 

- Which key considerations should be included in the realization of the attractiveness of 

the business case? 
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3.1 Limitations 

This thesis evaluates the business case of Danish Crown investing in Tican. However, the 

analysis has been limited to external data and publicly available information. Contact to Dan-

ish Crown and Tican has been made, but both companies declined the requests for collabora-

tion or contribution of specific data. Thus, this thesis has been limited to analyse the compa-

nies from an external point of view. While cost of integration can impact the realization of 

value in a merger, the thesis is limited to a general discussion of cultural fit and integration 

cost. A specific discussion is beyond scope and would require internal information.  

A second limitation is that this thesis only analyses this specific investment opportunity. The 

business case behind the merger is naturally dependent on the cost and benefits of doing so, 

but when making the decision to invest, other alternative uses of the money should also be 

considered. The topic of alternative investments will be discussed generally although due to 

limited information, time and space, a detailed discussion is beyond scope.  

Thirdly, the main focus of the thesis is to estimate the business case and the realization of 

value. This is done by estimating the stand-alone value of Tican, the stand-alone value of 

Danish Crown and then lastly the combined value of the two firms including synergies and 

costs, following a 1 +1 = 3 approach. The emphasis is put on estimating the value of Tican 

and the synergies, rather than the value of Danish Crown itself. The valuation of Danish 

Crown is carried out with focus on estimating a sound estimate and gain key insights to 

strengths and weaknesses and the result will be briefly discussed, but will not be the core fo-

cus of the thesis.  

Furthermore, the business case is analysed from an external point of view by analysing both 

Danish Crown and Tican as single consolidated units rather than evaluating subsidiaries due 

to lack of data and to simplify the analysis.  

The merger was proposed in February 2015, and the decision to merge is therefore based on 

the 2013/14 financial accounts ending September 2014. The financial data from 2013/14 will 

also be the foundation for this thesis and generally accounts and reports related to the compa-

nies are based on 2014 data. All sections related to forecasting or outlook on markets are 

however based on the late available information. 

Lastly, while the merger was ultimately withdrawn and Tican was instead acquired by the 

German slaughterhouse, Tönnies, the thesis does not evaluate the outcome where Tican is 

acquired by another competitor. Thus, an unexplored motivation of Danish Crown to merge 

with Tican could be the wish of limiting potential future competition in the market that would 

occur if Tican was acquired by one of Danish Crowns larger competitors. This outcome is not 
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evaluated given the core focus of the thesis being whether the business case would create val-

ue through operational and financial synergies. 

3.2 Methodology 

The purpose of this section is to outline and describe the methodology and applied throughout 

this thesis in answering the research question outline above.  

3.3 Research design  

This thesis looks at the specific proposed merger between Danish Crown and Tican through a 

case study. The purpose is to evaluate the business case of merging with Tican from the per-

spective of Danish Crown, including an analysis of the motivation and the value created as a 

result of the transaction.  

The research design is based on deductive reasoning, moving from the general financial theo-

ry to the specific case studied, namely the merger between Danish Crown and Tican. The the-

sis assumes that it is possible to measure and predict necessary and sufficient conditions for 

the phenomenon observed by using general models for valuation. This implies that a positiv-

istic paradigm is chosen, which enables causal logic and furthermore enables the authors to 

assume rational actors and uncover both the motivation and estimate the value of the decision 

to merge.  In some aspects however, are slightly more inductive reasoning approach is also 

used in order to uncover some of the motivations behind the wish to merge – although the 

thesis is limited from fully exploring all meanings, behaviours and experiences that would 

provide information about this specific merger which could possibly be generalized to other 

cases. 

Choosing a positivist paradigm is not without limitations and issues. A common issue when 

using the positivist paradigm in case a study design, is that variables cannot be kept fixed and 

controlled. Positivism implies that the observed can be explained by causal logic forming the 

basis of general knowledge. However, a single case study might not be representative of the 

general given the lack of opportunity to hold variables fixed. Furthermore, a potential pitfall is 

the tendency to ignore variables that could corrupt the conclusions and their application to 

more general cases. All arguments and conclusions are contextual and should be seen as such, 

given that the thesis uses the case study as a method.  

The thesis is shaped as a case study of this specific merger focusing both on Tican and value 

of the company as well as Danish Crown and their motivation. A case study can be defined 

as: “[…] a strategy for doing research which involves an empirical investigation of a particu-

lar contemporary phenomenon within its real life context using multiple sources of evidence.” 

(Robson, 2013, p.136). A case study provides fundamental knowledge of the entity analysed 
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by focusing on the case in its own right and taking its context into account (Robson, 2013, p. 

135).  By looking further than just the variables themselves, the case study design allows for a 

wider range of sources and possibility to look at contextual or multivariate conditions rather 

than isolated variables (Yin, 2003, p. xi). Furthermore, the case study investigates the phe-

nomenon with its real life context which is especially useful in cases where the boundaries 

between phenomenon and context are not completely clear. The case study design is chosen to 

provide a comprehensive understanding of the industries that Danish Crown and Tican oper-

ates within as well as their competitive positioning in the market, but also to look at the finan-

cial implications of the merger. The context that the companies operate within is very im-

portant for the studying the actual case and assessing the value for Danish Crown of investing. 

A case study allows for studying the case in context in a way that a strictly quantitative re-

searcher does not (Robson, 2013). This thesis uses context in the form of gaining knowledge 

of the industry but also the larger overall context such as key macroeconomic and political 

trends that impact the companies and possibly the decision to merger. Danish Crown and Ti-

can are seen as single consolidated units rather than evaluating affiliates separately. 

Generally case studies can be divided into three categories, namely exploratory, descriptive 

and explanatory case studies, where each can be either single or multi case, giving a total of 6 

types (Yin, 2003, p. 5). A descriptive case study seeks to find out what is happening or has 

happened with the phenomenon thus providing a complete description of the case within its 

context. An explanatory case study on the other hand aims answering how or why something 

happens. Lastly, an exploratory case study is more often used in initial research by trying to 

look for patterns and raise questions and is often undertaken prior to final definition of the 

research questions and hypotheses (Yin, 2003, p. 6). 

This thesis uses an explanatory case study research design, by focusing on why Danish Crown 

and Tican would merge by looking at the business case behind the agreement. Some parts of 

the thesis however take a more descriptive approach with the purpose to give an accurate de-

scription of the companies and events, primarily used in relation to understanding the compa-

nies, Danish Crown and Tican, as well as some key events such as the Russian Embargo and 

subsequent price drop. The descriptive parts of the research prelude the explanatory, thus 

providing a deeper knowledge of both the case and the context.  An explanatory research de-

sign focuses on how and why, by not only looking at a case and confirming the outcome but 

also looking at possible explanations. In this case, the outcome analysed in the thesis, namely 

the decision to merge, is different from the real world outcome that the merger ultimately did 

not happen. However, the difference is primarily related to the stage of the merger process 

analysed. This thesis looks at the business case and decision to merge and analyses this phase 

of the merger process in depth by looking at motivations, explanations and value created. The 
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withdrawal of the merger took place in later stage of the merger process and as a consequence 

of the Competitive Authorities’ demands and is generally beyond the scope of the thesis. 

One caveat in relation to the use of the case study research design relates to the limited data. 

Since only publicly available data has been accessible, the case study is based on an outside 

perspective of the case studied. As a consequence of the lack of internal information and data, 

analysing the internal processes and intangible motivations is beyond scope of this thesis. 

3.3.1 Data 

The thesis is based solely on information that is publicly available such as annual reports, 

newspaper articles, theoretical articles, press releases etc. Requests for information beyond 

the readily available data have been made to both Danish Crown and Tican, although the at-

tempts have been unsuccessful. This in turn limits the data availability, as this thesis is fully 

dependent on what has been published. In the case of Danish Crown, this implies that some 

information have been assumed, among other things the geographical revenue split. When 

assumptions have been made they will be clearly stated and elaborated upon.  

In addition, data from financial databases have been drawn upon, such as Bloomberg, Yahoo 

Finance and Damodaran’s resources at NYU Stern. These data are primarily used for financial 

data, such as interest rates, currency and peer groups financials. Other databases such as Eu-

roMonitor and Bloomberg have also been used to obtain information on the industry that Dan-

ish Crown and Tican operate in, all of which are considered reputable and reliable.   

While the thesis is written in Spring 2016, the decision to merge was announced in early 

2015. To ensure consistency, the annual reports from the financial year 2013/14 ending Sep-

tember is thus the basis for the financial analysis. Furthermore, Tican is yet to publish an an-

nual report for the 2014/2015. For data related to forecasts and market outlook, the newest 

available data is however used to get a more precise forecast. 

4 Theory  

This section will briefly outline the key theoretical concepts used throughout this thesis, start-

ing with the theory on how and why firms engage in mergers and acquisitions. This includes 

both general motives but also looking specifically at cooperative mergers and acquisitions. 

Synergies are often claimed to be among the key reasons for companies to engage in M&A 

and will thus be elaborated upon before moving towards the more pragmatic concepts of val-

uation and various valuation methods. 
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4.1 Mergers and Acquisitions 

Mergers and acquisitions (Henceforth M&A) are often seen as an important element of a dy-

namic economy.  Acquiring companies, as well as the target entities, can create value through 

merger by reducing excess capacity or by putting a company in the hands of better owners 

(Koller, Goedhart, & Wessels, 2010, p. 445). However, M&A activities should not be a goal 

in itself, rather the focus of managers and shareholders should be on value creation and com-

panies should engage only in M&A activities when the transaction creates value for them 

(Mellen & Evans, 2010, p. 1). Value creation drives strategic planning and in the process 

shapes the direction for the company. An M&A strategy can support and complement the 

broader goal of building shareholder value but M&A transactions should not be taken as value 

creation per default. M&A activities can create value for both buyers and sellers, but empiri-

cal research show that value creation based on such transactions tends to be lopsided, with the 

majority of the value captured by the selling shareholders (Koller et al., 2010, p. 431).  

A merger or acquisition is the combination of two or more companies. An acquisition creates 

value only when the combined cash flows of the two companies increase i.e. when the cash 

flows of the combined company are higher than they would otherwise have been in a “1 + 1 = 

3” fashion. This could be due to cost reductions, accelerated revenue growth, better use of 

fixed and working capital or as argued later, synergies (Koller, Goedhart, & Wessels, 2015, p. 

39). Koller et al. suggests that there are six types of value creating acquisitions based on the 

strategic rationale behind: 1) To improve the performance of the target company; 2) Consoli-

dation to remove excess capacity from the industry; 3) Market access (either for target’s or 

acquirer’s products); 4) Acquiring skills or technologies; 5) Exploitation of industry-specific 

scalability in a business and lastly 6) Picking winners early. The rationale behind these six 

categories is that if an acquisition does not fit with one or more, the acquisition is unlikely to 

create value (Koller et al., 2015, p. 607).  

A large body of academic research exists on mergers of publicly-held corporations, but less 

has been conducted on mergers between cooperative societies (cooperatives). A cooperative 

society is an economic organization that, similar to publicly-held companies, seek to maxim-

ize profits for their owners. However, the owners in cooperatives are also suppliers, holding 

ownership rights equivalent to their annual deliveries to the company. Cooperatives often op-

erate in more unstable environments with input and commodity prices being influenced by 

factors beyond the control of the cooperative (Williamson, 1987). 

Agricultural cooperatives operate in environments that differ substantially from environments 

that publicly-held companies find themselves in. Generally, the cooperative consolidate to 

improve the use of scarce finance, physical and human resources, and generally benefit from a 
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trend toward fewer but larger and more integrated companies. In other words, the cooperative 

societies benefit greatly from economies of scale and generally operate more efficiently as 

they grow. M&A activities allow cooperatives to compete in industries where large conglom-

erates and high degrees of industry concentration are common. Through M&A activities the 

cooperatives can achieve some degree of market power, but also potentially expand their ex-

isting markets with existing products, introducing their products to new markets or introduc-

ing new products to the existing markets (Williamson, 1987).  

However, while mergers and acquisitions in publicly-held companies are not always success-

ful in creating value for shareholders, the same holds for cooperative companies engaging in 

M&A or other restructuring activities. In order to achieve success in the form of value crea-

tion for both the cooperative members/owners, it is extremely important to assess the feasibil-

ity and potential for success, through a due-diligence process. For cooperatives, this should 

include looking at the markets served by the two organizations, the products and services pro-

vided and the current or potential market share. Internal characteristics such as the organiza-

tional structure and features should also be assessed as well as looking at the current operating 

facilities and capacities utilized. Ensuring a good fit in these areas are be critical for success-

ful M&A activities (Williamson, 1987). 

M&A activities include a series of key factors critical for success in value creation, which is 

especially influential in the presence of an acquisition premium during the M&A activity, 

which is associated with a price for the acquiring company. The price can either be monetary 

through cash payments or can be structured as an equity swap such as stock-for-stock transac-

tion in which the selling shareholders receive stocks in the acquiring company. In any case, 

the value created for the acquirer depends on the structure of the transaction. Generally, the 

value created is (Koller et al., 2015):  

𝑉𝑎𝑙𝑢𝑒 𝑐𝑟𝑒𝑎𝑡𝑒𝑑 𝑓𝑜𝑟 𝑎𝑐𝑞𝑢𝑖𝑟𝑒𝑟 = 𝑉𝑎𝑙𝑢𝑒 𝑟𝑒𝑐𝑒𝑖𝑣𝑒𝑑 − 𝑃𝑟𝑖𝑐𝑒 𝑃𝑎𝑖𝑑 𝑓𝑜𝑟 𝑇𝑎𝑟𝑔𝑒𝑡 

The value of the acquired company is initially based on the stand-alone enterprise value of the 

company, reflecting the current management, performance forecasts and other economic as-

sumptions based on the company’s operational future aspects. Furthermore, an acquisition 

premium that is required to convince the shareholders or cooperative members to sell their 

shares to the acquired company is added. The premium relies on the relative profitability and 

risk of the acquired company compared to the acquiring entity. The premium will, all else 

equal, reduce the value created for the acquirers as illustrated in Figure 4-1. 
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Figure 4-1: Visualization of value created during M&A (Koller et. al, 2015, p. 600) 

 

Value is created if the values of the performance improvements, henceforth introduced as 

synergies, are higher than the required acquisition premium, as illustrated above. 

This thesis will use the theoretical framework suggested above by first analyzing the stand-

alone value of Tican and then secondly the value creation through performance improve-

ments. The merger agreement will be analyzed to determine the size, if any, of the acquisition 

premium and ultimately lead to an evaluation of the value created for the acquirers of Danish 

Crown. The approach thus use three steps, first analyzing the stand-alone of Tican, then the 

stand-alone of Danish Crown and ultimately the business case of the proposed merger of the 

two companies. The performance improvements during the merger will ultimately be estimat-

ed as the residual between the merged company and the two stand-alone valuations in a “1 + 1 

= 3” fashion as suggested by Koller (Koller et al., 2015).  

4.2 Synergies  

The performance improvements mentioned above will from now on be referred to as Syner-

gies. A wide range of various synergy types are discussed by academics (Bradley, Michael, 

Desai, Anand, and Kim, E. Han, 1988; Howell, 1970; Mulherin & Boone, 2000). For the fol-

lowing assessment of the merger between Danish Crown and Tican, two types of synergies 

are highlighted. Some scholars use synergies in the context of cost synergies alone, however 

in this thesis synergies are classified as either financial or operational, thus following the dis-

tinction made by Damodaran (Damodaran, 2005).  

Operating synergies affect the operations of the consolidated company and include economies 

of scale and the underlying cost effiency improvements, increased pricing power, growth pro-
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spects in new or existing markets and potential duplicative overhead reductions through re-

muneration of managerial employees or ground staff. Generally, operating synergies can be 

said to generate higher expected cash flows. Financial synergies in the other hand include 

improvements that are more tightly related to the financial structure of the companies, includ-

ing tax benefits, diversification, and changes in leverage or uses for excess cash. Financial 

synergies, while not directly related to the operation of the company, may provide increased 

(or decreased) cash flows following a merger or acquisition (Damodaran, 2005). 

The operational synergies as presented above are mainly categorized into two types of syner-

gies: the efficiency/cost synergies and revenue/growth synergies (Mulherin & Boone, 2000). 

Efficiency synergies are relatively easy to realize through layoffs, combining headquarters, 

and other opportunities involving the removal of duplicate positions. Revenue synergies may 

provide the combined firm with a perpetual synergistic gain, however in reality are much 

more difficult to pursue (Habeck, M., Kröger, F., and Träm, M, 2000). The revenue synergies 

are difficult to quantify and often the combination of two firms in the same industry may infer 

cannibalization effects on shared markets, ultimately offsetting the positive revenue synergies 

through measures such as cross sale, umbrella brands, extended customer focus, and potential 

additional sales (Bradley, Michael, Desai, Anand, and Kim, E. Han, 1988). 

4.3 Synergistic pitfalls and agency problems 

While most synergies can be quantified, especially with reference to cost and efficiency syn-

ergies, the potential gains arisen from revenue synergies may be difficult to assess, as this is 

out of control of the firm (Habeck, M., Kröger, F., and Träm, M, 2000). Furthermore, the 

merged entity face the risk of not being able to realize the estimated synergies, thus potential-

ly offsetting the basis of the merger in the case where synergetic gain is negative (Mulherin & 

Boone, 2000). These potential pitfalls are highlighted in the subsequent section. 

Synergies may, and often do, turn out less than anticipated through variations in the estimated 

outcome and the realized outcome (Koller et al., 2010). The reduced, or negative, synergies 

achieved are commonly due to changes in market movements, failed integration of the merg-

ing entities or misconceptions during the estimation of the synergies causing an overestima-

tion of the potential synergies between the merging companies. Overestimation and failed 

attempts to realize the estimated synergies are among the key reasons as to why 50-80% of all 

mergers fail (Knowledge, 2005). This issue is further enhanced when the transaction is subject 

to an acquisition premium, which may supersede the realized synergies since the premium is 

based on expected synergies. 



  

Page 15 of 131 

 

4.4 Cooperative Agency Problems 

While consolidation can create value through synergies mergers can also create a series of 

agency problems that may affect the consolidated entity due its cooperative nature. In the case 

of cooperative, the consolidated entity becomes more complex as it grows and responds to the 

competitive environment while simultaneously increasing the demands of the cooperative 

members. 

Cooperative members have a dual role as both suppliers and investors, which would cause 

conflicts of interests. These conflicts potentially create, as described by Michael L. Cook 

(Cook, 1995), at least three important issues: The Horizon Problem, the Portfolio Problem and 

the Internal Free Rider Problem. 

The free rider problem arise in consolidated agricultural entities when new members, who 

provide very little capital relative to the existing owners, and enjoy the same benefits as their 

long-standing members who have major investments in the cooperative through fixed assets 

such as plant, machinery and equipment. Ultimately, the free rider problem may reduce the 

incentive for the new members to provide capital due to marginal effect on return, whereas 

the existing members may have little incentive to provide capital due to the disproportionate 

distribution with the new members (Cook, 1995). 

The horizon problem arise “When a member’s residual claim on the net income generated 

by an asset is shorter than the productive life of that asset” (Cook, 1995, p. 1156). New mem-

bers may be reluctant to invest in long-term assets that extend beyond the life-time patronage 

of the underlying cooperative member. The new members may pressure the board of directors 

and management to increase current payments based on patronage rather than to make in-

vestments in the cooperative that would create longer term future benefits, thus leaving the 

cooperative uncompetitive over time. 

The portfolio problem arise when members are unable to diversify their individual invest-

ments in way that corresponds to their risk profiles, which is common among agricultural co-

operatives (Cook, 1995). The members hold assets in various forms such as land, cattle, sav-

ings or investments. However, as their investments in the cooperatives are proportional to 

their supply of raw material and the equity shares in the cooperative are not liquid, the re-

quired investments may result in suboptimal investment portfolios which may reduce the in-

centive for the member to increase patronage. 
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4.5 Valuation approaches 

A number of different approaches to valuing a company exist. Generally there are four types 

of valuation procedures: The present value approach, Relative valuation, Liquidation ap-

proaches and Real options (Petersen & Plenborg, 2012, p. 210). The various models have 

strengths and weakness and refer to a series of assumptions on the company’s future prospects 

and should be based on realistic assumptions in order to provide unbiased and precise esti-

mates. In other words, the models are no better than the critical input assumed in the estima-

tion process. 

The present value approach includes the following models; Dividend Discount, Economic 

Value Added, the Adjusted Present Value model, Flows to Equity, Residual Income and most 

importantly, the Discounted Free Cash Flow model also referred to as the DCF. While there 

are several different present value models, a basic feature is that when based on the same set 

of inputs and assumptions, each of the models should yield the same estimates on value as 

they are all indirectly based on the Dividend Discount model (Petersen & Plenborg, 2012).   

The DCF model is the most popular of the present value models given intuitive forecast in-

puts and easy interpretations and will be the prime model applied in the following thesis with 

support from a series of relative valuation models.  

The DCF discounts the cash flows available to debt and equity holders, also called the free 

cash flows to finance (FCFF), with discount factor reflecting the required return on invest-

ments for debt and equity holders called the weighted average cost of capital (WACC). 

The approach is a two-stage model based on an explicit forecasting period, typically of 5 

years, and a terminal period capturing the steady-state assumption of the company in which it 

is assumed to grow with the terminal growth rate (Petersen & Plenborg, 2012, p.179). 

The present value of the enterprise value is then found as: 

Enterprise value =  ∑
FCFFt

(1 + WACC)t
+

FCFFn+1

WACC − g

n

t=1

∗
1

(1 + WACC)n
 

In which the free cash flows equal: 

FCFF = NOPAT + Depreciation ± ∆NWC ± ∆CAPEX 

A second group of valuation methods are the relative valuation approaches. Along with the 

present value methods, these are the most common models used by practitioners and are often 

used to benchmark the result provided by the present value approach chosen. The relative 
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valuation, also called a multiple analysis, estimate the value of a company based on common 

financial ratios compared to the value of other comparable firms within the same industry. 

The relative valuation model has a low level of complexity and if based on the same assump-

tions should ideally provide equivalent estimates to the present value methods (Petersen & 

Plenborg, 2012). In reality, this rarely happens, as the benchmarked peer group often differs 

in structure, prospects or risks and thus the underlying value. In other words, the relative val-

uation methods provide consistent results of the present value methods if, and only if, the 

benchmarked peer groups have identical risk to the analyzed company. The multiples analy-

sis, however, serves as a great and easy method to test the robustness of the present value 

model estimation, where common multiples include EV/NOPAT, EV/invested capital, 

EV/EBIT, Price/Book value or Price/Earnings ratios. 

The two remaining groups of valuation methods, which are not explored further in this thesis, 

include the liquidation method and real options. The liquidation approach estimates the value 

of a company’s equity by looking at the net proceeds that a company could obtain today, if all 

assets were liquidated and all liabilities settled. Thus, the liquidation method is the most con-

servative of the valuation methods by removing the going-concern assumption. The final 

method is the use of real options, which are used on projects associated with great uncertain-

ties in which management is likely to change decisions as they accrue more and more 

knowledge of the potential outcome of the project.  

The thesis will focus primarily on the Discount Cash Flow model (DCF) and the supporting 

relative valuation methods. 

5 Danish Crown and Tican 

This section introduces Danish Crown and Tican, which will be the basis for the later industry 

analysis and the business case estimation. The slaughterhouse and meat processing industry is 

quite consolidated in Denmark and internationally with a few players dominating the industry. 

Tican and Danish Crown are the two biggest players in Denmark, with Danish Crown being 

by far the largest in terms of revenue and number of pigs processed. 

5.1 Danish crown  

Danish Crown is based in Randers, Denmark and is a global producer of fresh and prepared 

meats and distributes a wide range of pork and beef products throughout more than 130 coun-

tries. Danish Crown is the world’s third largest pig slaughtering company and the world’s 

leading exporter of pork (Brennan, 2014). Danish Crown is a cooperative company dating 

back to 1887 when the first cooperative meat company, Horsens Andelssvineslagterier was 
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founded. (Danish Crown, 2014a). Since then, the company has grown in size and scope, espe-

cially due to the continued success with export of high-quality meat and bacon and through 

numerous mergers and consolidation in the industry (Danish Crown, 2014a). Not only has 

consolidation been motivated by technological developments and economies of scale which 

has become increasingly important for optimizing operations, but Danish Crown has also in-

vested in vertical integration downstream in the value chain, moving from a slaughterhouse to 

a global food processing company to capture a larger part of value generated in the food in-

dustry value chain (Danish Crown, 2012b). 

5.1.1 Ownership structure and cooperative members 

Danish Crown has a cooperative owner structure as can be seen below in Figure 5-1 (Danish 

Crown, 2015a). Danish Crown has since 2010 been incorporated as a public limited company 

(Brennan, 2014), however the primary parent of the Danish Crown Group is the cooperative 

company Leverandørselskabet Danish Crown AmbA which is owned by the cooperative 

members and holds 100% of Danish Crown A/S. 

Figure 5-1: Danish Crown Ownership Structure based on (Danish Crown, 2014) 

 

Due to the high degree of vertical integration in the company, with activities ranging from 

cooperative members breeding pigs to Danish Crown A/S slaughtering, deboning and cutting 

as well as further processing, Danish Crown will be seen as a one integrated company, despite 

the formal separation in A.m.b.A. and A/S. 
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As mentioned above, the high degree of vertical integration not only comes from the number 

of value adding processes, but also follows as a consequence of the ownership structure. The 

cooperative members are not only owners of the company, but also suppliers of the raw mate-

rials in the form of pigs, sows and cattle. Danish Crown had a total of 8,278 cooperative 

members in the last financial year – it should however be noted that the number of coopera-

tive members have decreased drastically over the last decade with cooperative member having 

increasingly large farms. In Figure 5-2, the number of suppliers within each segment are 

shown - as seen in the figure, there is some overlap especially between pig and sow suppliers 

and given the number of slaughterings annually, pig and sow breeders generally have much 

larger herds.  

Figure 5-2: Distribution of cooperative members in Danish Crown (Danish Crown, 2014) 

 
 

The cooperative ownership structure not only ensures a stable supply of raw materials, but 

also differs in relation to the profit is distributed. The cooperative members are paid the nota-

tion price per kg supplied and at the end of the year additional supplementary payments is 

paid based on the profit. The notation price is included in the production cost, whereas the 

supplementary payments are regarded as a dividend paid to the owners (Danish Crown, 

2014b). The supplementary payment is distributed based on the kg supplied for slaughter by 

the members in the year – in 2013/14, the supplementary payment was 0.9 DKK per kg pig 

meat, and 1.40 DKK/kg for cattle (Danish Crown, 2014b). The average payment per kg meat 

for Tican and Danish Crown can be seen below – the companies generally have the same lev-

el, although Tican has two types of supplementary payments which however only have tech-

nical differences (Food Supply, 2011).  
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Figure 5-3: Notation and supplementary payments per pig, Tican and Danish Crown (Annual 

reports 2010-2014) 

 

While supplementary payments are decided based on profits, notational prices are decided on 

a market basis. Below in Figure 5-4, the base notational prices of both Tican and Danish 

Crown are shown to be identical. 

Figure 5-4 Weekly notation prices Danish Crown and Tican (Landbrug & Fødevarer, 2016a) 

 

As specified in the Articles of Association, the cooperative members have obligation to deliv-

er their pigs for slaughter at Danish Crown’s slaughterhouses. As a starting point this obliga-

tion covers 100% of the pigs bred, although the cooperative members have the opportunity to 

deliver up to 15% of their weekly deliveries to others (Danish Crown, 2015d). Danish Crown 

on the other hand have obligation to receive the cooperative member’s full production of pigs 

and sows, ensuring a stable supply of pigs. 
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5.1.2 Markets  

Danish Crown is based in Denmark and exports heavily from the Danish market, the group 

also produces in the UK, Poland, Germany, Sweden as well as the US and other markets – in 

total Danish Crown have 75 production facilities and additional sales departments (Danish 

Crown, 2014). The Danish plants slaughtered the majority of the pigs, handling approximate-

ly 14.8 million pigs and sows in Denmark in 2012/13, with subsidiaries in the UK, Sweden 

and Poland handling an additional 6.3 million slaughterings - see appendix 3 on distribution 

of slaughterings. The majority of the raw materials are Danish, stressing the relationship and 

importance of the cooperative members and their supply of pigs as outlined above. Quality 

and food safety is a key concern across the value chain from the farmers to processing and is a 

competitive parameter (Danish Crown, 2014).   

While Danish Crown in recent years has not published the geographical revenue split from 

various countries and does not wish to make this information publicly available, a precise 

split between sales on different geographical markets is not possible. Based on analysis of key 

markets, an estimated revenue split has been made and is used in subsequent sections. The last 

available geographical revenue split from 2005 is adjusted based on knowledge about Danish 

Crown’s current key markets which is obtained from the annual reports from 2005 and addi-

tional statements about current key markets. The key markets for Danish Crown are known, 

where China is the largest single market in terms of volume for the DC Fresh Meat business 

unit, and the UK being the largest single market in terms of revenue, followed by Japan and 

Germany (Danish Crown, 2013b) Furthermore, the rest of EU, the U.S. and previously Russia 

takes up a significant but undisclosed share of the market. Home market Denmark is also a 

significant market, with 9.5% of the revenue in 2014 coming from sales in Denmark (Danish 

Crown, 2014b). 

This is naturally a rough approximation of the true revenue split, but will serve as a proxy for 

the purpose of forecasting Danish Crown’s revenue – see appendix 1 for full overview. 

Figure 5-5: Assumed revenue split Danish Crown, 2014 based on annual reports 
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5.1.3 Business areas 

Danish Crown operates globally and divides the group business areas into 4 major business 

areas with a number of companies organised within each business area. The four main areas 

are DC Fresh Meat, DC Casings & Ingredients, DC Foods and lastly Other Companies. In 

appendix 4 is included an overview of the most important subsidiaries within each of the 

business areas can be seen. Below, Table 5-1 gives a brief overview of the three main busi-

ness areas (Other companies are not included due to limited information).  

Table 5-1 Business areas in Danish Crown (Danish Crown, 2014) 

mDKK 

2013/14  
DC Fresh Meat DC Casings & Ingredients DC Foods 

Sales ‘000 tonnes 2,125 109 804 

Revenue, mDKK 

% of revenue 

32,642 

56% 

3,355 

6% 

22,105 

38% 

EBIT, mDKK 

% of EBIT 

889 

44% 

289 

13% 

879 

43% 

EBIT % 2.7 8.6 4.0 
 

5.1.3.1 DC Fresh Meat 

DC Fresh Meat is the largest division, both in terms of volume, revenue and share of EBIT, 

although the margins are considerably lower. DC Fresh Meat includes the slaughterhouse ac-

tivities as well as sale of pork and beef raw materials. This division includes subsidiaries such 

as Friland, Danish Crown Fleisch which is a German subsidiary and KLS Ugglarps, a Swe-

dish subsidiary. DC Fresh Meat slaughtered 17.7 million pigs on the plants in Denmark, Ger-

many and Sweden, of which 14.5 million in Denmark, and 0.5 million Cattle. The remaining 

3.4 mio pigs were processed on plants in the UK and Poland. The number of pigs slaughtered 

in Denmark fell 2.5% relative to 2012/13 primarily due to falling number of pig breeders but 

also export of live pigs to Germany and Poland, while cattle increased by 4.5% relative to the 

previous year (Danish Crown, 2014b).  

5.1.3.2 DC Casings & Ingredients 

DC Casings and Ingredients is the smallest business area and includes production and sale of 

natural and artificial casings, ingredients and packaging – this also includes the subsidiary 

DAT-Schaub, of which Danish Crown holds 90% ownership and Tican the remaining 10%. In 

the Ingredients division a lot of focus on the development of product has been carried out fo-

cusing on the by-products. 
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5.1.3.3 DC Foods 

The third and last division is DC Foods in which all the processing activities as well as the 

sale of processed meat products are located. This division accounts for almost the same share 

of the EBIT in 2013/14 as DC Fresh Meat, due to higher margins. This division includes Tu-

lip in Denmark and UK, Sokolow in Poland and Plumrose in the USA. The primary markets 

are the UK, Poland, Denmark, the US, Sweden and Germany, but products are sold to more 

than 100 countries. DC Foods includes a broad variety of products from lunch meats, bacon 

and sausages to ready meals, soups and canned food (Danish Crown, 2014). Competition is 

fierce with this industry, especially due to retail customers consolidating and increasingly 

focusing on discount and convenience products (Danish Crown, 2014b). These trends spill 

over to producers, causing Danish Crown to focus on productivity and cost, but also on the 

product development. Product development takes place under the major brands owned by 

Danish Crown such as Tulip, Mou and Sokolow but also in collaboration with customers to 

develop new products under the customers’ own brands (private label) (Danish Crown, 2014). 

5.2 Tican 

Similarly to Danish Crown, Tican is an international meat and food processor based in Den-

mark and with a cooperative ownership structure, although significantly smaller than Danish 

Crown. 

Tican was founded in 1928 as a cooperative slaughterhouse and have a strong regional focus 

on the Northern part of Jutland. However in most recent years Tican has develop their busi-

ness to be a player on the world market with companies in England, Poland, Germany and 

China. Tican has grown to be the second largest slaughterhouse in Denmark, although the 

difference between the largest (Danish Crown) is quite significant, with Danish Crown han-

dling 21.1 million pigs and 0.6 million cattle in 2013/14 across the group, whereas Tican 

slaughtered approximately 1.9 million pigs in the same year. As for revenue, Tican is signifi-

cantly smaller, with revenue around 8-9% of Danish Crown’s over the last 4 years. 

5.2.1 Ownership structure and organization  

Since 2011, Tican has been incorporated in Tican A/S which is fully owned by the coopera-

tive members through Leverandørselskabet Tican a.m.b.a – see the ownership structure in 

appendix 5. The corporate structure was changed in order to help modernize the company by 

creating a more flexible framework for future growth, and potentially opening up for external 

investors. Transferring the key activities to Tican A/S would be the first step in allowing for 

much better opportunities in attracting external capital or entering into new partnerships. Ti-

can’s search for a financial partner lasted until late 2014, where the need for a an investor 

became more pressing, with falling prices, closing off of the Russian market and small players 
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like Tican being under pressure in the industry (Bang, 2014). The 2013/14 annual report for 

Tican stressed the need for external investors, as Tican had to draw on the free equity in order 

to ensure the suppliers a supplementary payment matching the market (Food Supply, 2014). 

The search for a partner ultimately ended with Danish Crown and Tican announcing plans to 

merge in end February 2015 (Danish Crown, 2015c). 

5.2.2 Suppliers and cooperative members 

The raw materials used in Tican’s products are primarily pig and hog meat. The pigs come 

from the 277 Danish farmers in the North West part of Denmark. The trend of increasingly 

large pig farms can also be seen among Tican’s cooperative members, which have fallen from 

541 in 2007 to 277 in 2014, a decrease of nearly 50% over the 7 year period – however, in 

terms of volume supplied by the cooperative members, the total number of kg meat have 

however only decreased slightly by 2%, indicating major consolidation (Tican, 2012a; Tican, 

2013; Tican, 2014a). 

In contrast to Danish Crown, Tican only processes pigs and sows, and thus only producers of 

pigs can become cooperative members. The cooperative members receive the notational price 

when delivering pigs for slaughter, and then, similar to Danish Crown, receive a supplemen-

tary payment at the end of the year. Tican pays two types of supplementary payments, both 

standard and A-bonus. The level of the two combined is comparable with Danish Crown, as 

seen above Figure 5-3. 

In contrast to Danish Crown where cooperative members can sell up to 15% of weekly deliv-

eries to other parties, Tican’s cooperative members have full delivery obligation. Tican on the 

other hand is also obligated to accept the full production of pigs and sows from the coopera-

tive members (Tican, 2012b, p. 6). Another point of interest from the articles of association is 

that Tican have to approve of expansion in the cooperative members’ production on the basis 

of the production capacity in Tican, if the expansion exceeds 1% of the annual slaughtering of 

Tican or increases the production of the cooperative member by more than 100%. The ap-

proval process indicates the issues that Tican can have in terms of capacity. This highlights a 

potential issue with conflicting interests between the single supplier and the owners. While 

the cooperative members in the role of suppliers have an interest in selling as much as possi-

ble at the price agreed, as owners they also have an interest in producing at capacity as well as 

at a level matching the demand of fresh meat and processed foods. As a cooperative, the profit 

should not only be maximized for either the owners or the company, but both simultaneously. 
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5.2.3 Markets and business areas 

Tican produces in Denmark, England and Poland, but exports to customers in more than 50 

countries primarily in Europe, Asia and North America (Tican, 2015) The largest markets are 

the UK, Japan and Denmark – in Figure 5-6 a split of revenue in Tican Fresh Meat division 

based on geographies can be found. Since no information is available on processed foods, it is 

assumed to be the same:  

Figure 5-6: Geographical revenue split of Tican, 2013/14 (Tican, 2014) 

 

The revenue split has been rather stable, although the Russian market has been significantly 

larger previously accounting for 13.3% of revenue in 2012/13 and is expected to be more or 

less 0 in 2014/15. The reason is the Russian import ban which Tican has been significantly 

affected by. Tican focuses on providing quality and food safety throughout the entire value 

chain, and similarly to Danish Crown, the recognition of the high standards of the meat and 

products is a differentiating parameter in foreign markets. 

Tican operates within two business areas: Fresh Meat and Processed Food. The two areas are 

almost the same size in terms of revenue with Fresh Meats accounting for 54% and Processed 

Food for 46% (Tican, 2014a). 

5.2.3.1 Tican Fresh Meat 

Tican Fresh Meat slaughters and produces fresh meat products in both Denmark through Ti-

can Foods and in in the UK through subsidiaries Tican UK and Tican Chilled, however the 

UK facilities does not slaughter but debone, prepare cuts and distributes. Furthermore, Tican 

exports to European markets through subsidiary Tican-Rose, which is owned alongside Finn-

ish slaughterhouse HK Scan.  

Tican Fresh Meat sells to both retail chains and industrial producers. The Fresh Meat market 

has been hit especially hard by the Russian import ban, both due to the lack of income stream 

from Russia but also due to the prices in the European market for pig meat falling significant-
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ly due to oversupply. Tican’s annual reports show that the total profit in the company on ordi-

nary activities was 72 mDKK, a fall in 47 mDKK from the year before, which is attributed 

more or less entirely to the challenges the Fresh Meat division have had following the import 

ban (Tican, 2014b). The Processed Food division and the subsidiaries have had an increasing 

activity level and profit. The significance and outlook of the Russian import ban will be elab-

orated further upon in the strategic analysis.   

Despite the falling production of pigs for slaughter in Denmark overall, Tican has increased 

the number of slaughterings with 2% in 2013/14 to a total of 1.9 million pigs. This corre-

sponds to a market share on pig slaughterings of 10% with Danish Crown taking up 77% of 

the market and the rest being divided across smaller players. Tican has been able to grow the 

number of pigs slaughtered and have thus been successful in taking market share from Danish 

Crown on the raw materials market. 

5.2.3.2 Tican Processed Foods  

The second business area, processed food, take place through a number of subsidiaries, name-

ly Tican Foods in Denmark,  in the UK through Direct Table Foods and Pro-Pak Foods and in 

Poland through ZM Nove and through sales subsidiaries Tican Rose and TMG. The products 

range from ready meals and lunch meats in Pro-Pak foods to lunch meats and sausages to the 

Polish and neighbouring markets in ZM Nove and bacon products in Direct Table Foods. 

Products are sold to retail chains, both brand and private label and to food service companies 

(Tican, 2014a).   

Competition is fierce for Tican as well, with consumers pushing for more discounts in the 

retail industry causing pressure on a suppliers like Tican, in particular in the UK, which is the 

largest single market for Tican. Along with overall pressure on prices in both the Fresh Meat 

and Processed Meat segments, Tican focuses on entering into long-term contracts with poten-

tial to ensure sales and cost. Tican’s processed food division have however benefitted from 

lower raw material prices as a consequence of the Russian import ban and a strong position 

within key markets (Tican, 2014a). 

6 Strategic analysis  

Having introduced both Danish Crown and Tican in the previous section, the analysis moves 

on to look at the environment in which the proposed merger between Tican and Danish 

Crown would have taken place. The analysis will be conducted from a general point of view 

starting with defining the industries and their outlook before turning to analysis of external 

and internal factors in the industry. 
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6.1 Market outlook 

The first chapter of the strategic analysis is intended to outline the conditions and growth po-

tential on the markets that Danish Crown and Tican operate within, which is crucial in esti-

mating growth rates in the forecasting section. The analysis is divided into two main sections 

reflecting the industries that Danish Crown and Tican operate within, namely the fresh meat 

industry and the food processing industry.  

6.1.1 Fresh meats and export of live-stock  

The fresh meat market is defined as the production, sale and distribution of fresh pork and 

beef products, mainly to the retail sector but also to industrial producers. The area covers eve-

rything from minced meat to roasts, sausages and prime steaks. 

Around 5.000 pig farmers in Denmark produce approximately 28 million pigs annually, with 

up to 90% of the production being exported (Danish Agriculture and Food Council, 2015). 

Most of the pigs are slaughtered at the cooperative abattoirs Danish Crown and Tican, in addi-

tion to a number of live piglets being exported to Germany and Poland. Danish Crown has a 

market share in Denmark of 77.4% of total slaughterings, including export of live piglets, and 

generates roughly 10.1% of their revenue from sales to Denmark in 2014. Tican has a market 

share of 10.1% of total slaughterings in Denmark, and also generates 10% of their revenue in 

Denmark (Danish Agriculture and Food Council, 2015; Tican, 2014a).  

While the merger between Danish Crown and Tican may increase the total market share on 

slaughterings in Denmark, the market in terms of slaughterings per year is in fact declining. 

Excluding livestock, the Danish fresh meat market has declined with a CAGR of -1.22% for 

pig meat, -1.53% for cattle while poultry is maintaining a steady growth of 0.41% (DST, 

2016). This decline limits the growth opportunities of Danish Crown, who may risk a shortage 

of raw materials if the pattern continues. A merger with Tican, or another slaughterhouse in 

vicinity to the operations of Danish Crown, is expected to play a significant role in the future 

growth opportunities of Danish Crown. 

Danish Crown and Tican are highly exposed to foreign markets through the large exports. The 

figure below captures the growth rates in the fresh meat sector in various key markets (Eu-

romonitor forecasts, 2016). The growth rate is a product of volume and price growth in the 

market with price being the main driver, however there is significant variation in growth be-

tween the countries. It should be noted that the growth rates below are for all fresh meats 

product, not limited to pork or beef only.  
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Table 6-1: Average annual growth rates 2014-2020, Fresh meat, select countries (Euromoni-

tor forecasts, 2016) 

Fresh meat DK UK DE PL RU CH EU World 

Volume 1.1% 1.3% -1.7% 1.9% 1.9% 3.0% -0.1% 2.5% 

Price  1.5% 4.7% 1.5% 1.5% 6.9% 6.8% 2.3% 4.3% 

Value 0.3% 6.1% -0.3% 3.4% 8.9% 9.9% 2.2% 6.9% 

Danish Crown and Tican generate the majority of their revenue in the European market, 

which accounts for 57% and 58.6% of the revenue streams of Danish Crown and Tican, re-

spectively. The price on fresh meat products is projected to increase at a steady pace, whereas 

the volume projections are highly volatile. The United Kingdom is the single largest market 

for both companies and is projected to grow at an average rate of 6.1% in terms of value.  

Germany, on the other hand, has been forecasted by Euromonitor to have a declining volume 

growth of -1.7%. The forecast is consistent with Danish Crown that experienced a decline in 

pig slaughterings in Germany and expects the pattern to persist (Danish Crown, 2015a). 

The second largest market is the Asia-pacific that accounts for 26.4% and 29.1% of Danish 

Crown and Tican’s yearly revenue in 2014, respectively. This market is recognized with a 

high value growth, especially in China, that has increasingly high demand for Danish meat 

products (Danish Crown, 2015a). The remaining markets of Eastern Europe, US, Canada and 

Australia represent a relatively small proportion of the companies operation and have relative-

ly stable volume growth rates.  

6.1.2 Processed foods  

The processed food market definition is relatively broad and includes the production and sale 

of products such as cold cuts, bacon, sausages, meal components, soups, salami and con-

served products. The primary markets of the processed products are the United Kingdom, 

Poland, Denmark, USA, Sweden and Germany but are sold globally (Danish Crown, 2015a). 

Tican generates 46% of their revenue from their processing departments, whereas Danish 

Crown only generates 36% through DC foods, but has shifted towards a higher proportion of 

processed meats (Danish Crown, 2015a). Given the broad definition of the processed food 

market and large variety in products, is difficult to attach a single growth rate. The prospects 

within the processed foods section is based on Euromonitor forecasts on retail prices and con-

sumption of processed food products on a year-to-year growth rate basis (Euromonitor fore-

casts, 2016). In Table 6-2, the volume, price and value prospects within the processed food 

sector is shown, which are based on forecasted values of all processed food products. This 
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assumption may limit the reliability of the forecasts, as the category is biased by products 

being sold by neither Danish Crown nor Tican. 

Table 6-2: Average growth rate 2014-2020, processed foods, select countries (Euromonitor 

forecasts, 2016) 

Processed DK UK DE PL RU CH EU World 

Volume 0.8% -0.7% -0.3% 1.3% 1.8% 3.6% 0.0% 2.0% 

Price  2.0% 1.0% 2.5% 3.1% 6.9% 4.3% 2.3% 4.3% 

Value 2.8% 0.3% 2.2% 4.1% 8.8% 8.0% 2.3% 6.3% 

The table above portrays that the core market for processed food, the European market, is 

growing slowly with markets being saturated. The low volume growth rates are offset by sta-

ble growth in the pricing of processed food products which result in stable growth rates of 2-

4%. In contrast to the fresh meats market, the UK is hardly growing due to low price growths 

driven by a trend for discount and low price products. 

The Asia-Pacific region shows high growth potential on processed food products in terms of 

value; however both Danish Crown and Tican mainly engage with fresh meat products in 

these markets and do not reap the full benefits of the value creation here. The forecasting sec-

tion will elaborate in detail. 

Overall, the growth potential for Danish Crown and Tican is limited by low volume growth 

rates on core markets. The pricing on the products, both fresh meat and processed, is increas-

ing at a steady pace, to some extent offsetting the low volume growth. In general, the markets 

portray a healthy growth potential.  

6.2 Macro-environment  

By analysing the business case behind the merger through a case study, the context that the 

companies operate within becomes important. The overall framework of PEST is used to ana-

lyse the first research area of the thesis and create an overview of the factors that impact the 

industry, namely the Political, Economic, Social and Technological factors (Petersen & Plen-

borg, 2012, p.188). While PEST touches upon each factor, the thesis focuses mostly on the 

trends with the most impact.  

The European meat industry which both Danish Crown and Tican is a part of is expected to be 

supported by strong demand on the world market, primarily driven by improved economic 

conditions (European Commission, 2013b). Growth in the industry is driven by growth in 

disposable income, but the industry is also highly influenced by political relations, such as the 

Russian embargo. 
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6.2.1 Political factors 

Tican and Danish Crown both sell globally and political instability could impact exports and 

pose a big risk to the companies. Looking at the political context that the companies operate 

within, it is relevant to focus not only on major political events such as the Russian embargo, 

but also briefly touch upon the key institutional factors with major influence on the industry. 

The key European institutions with influence on the market for fresh meat and processed meat 

is the European Commission which enforces the Common Agricultural Policy (CAP) through 

the Commissioner for Agriculture and Rural Development and secondly the European Food 

Safety Authority (EFSA) who legislates on food safety, which is a key competitive parameter 

for both Danish Crown and Tican. The CAP on the other hand decides the EU agricultural 

subsidies, which ultimately subsidies the production of the cooperative members. The CAP 

also provides a number of mechanisms or safety nets to prevent economic, health or weather 

related crises from destroying the production and to ensure viable production throughout the 

EU (European Commission, 2013a).  

In February 2015, the European Commission introduced private storage aid for pig meat, in 

attempt to ease the pressure on prices in the European pig meat market, with pig prices having 

dropped more than 15% below the 5-year average for a period longer than 6 months primarily 

due to the Russian import ban – see appendix 7.  The private storage removes products from 

the market and effectively puts a floor under the market. Russia banned imports of livestock, 

fresh pork and a number of pig products coming from the European Union in January 2014 

after cases of African Swine Fever were identified in Lithuania and Poland, and the ban was 

extended following the West’s economic sanctions due to Ukraine (Globalmeatnews.com, 

2014). With pork meat exports to Russia in 2013 being worth 1 billion euros, the effect has 

been quite significant (Euractiv, 2015). The current import ban in Russia has been prolonged 

until 6
th

 of August 2016, but is expected to continue until the end of 2016 (European Com-

mission, 2015). In any case trade is not expected to resume to previous levels due to increased 

risk, worsened economic conditions in Russia, but also increased self-sufficiency in Russia. In 

fact, Russia has gone from being one of the largest importers of pork to being an exporter 

(Meditsky, 2016). 

While the CAP mechanisms are rarely used, it shows show the willingness at European level 

to aid the agricultural producers in case of external shocks and sharp changes on the market, 

thus somewhat decreasing the riskiness of the producers and making it more attractive to con-

tinue engaging in agricultural production. In contrast agriculture is often criticized for the 

environmental impact and animal welfare, with regulations and directives being introduced 



  

Page 31 of 131 

 

that both farmers and slaughterhouses have to conform with increasing complexity in the in-

dustry (Landbrug & Fødevarer, 2013). 

Food safety is another factor largely determined by the political context. Both Danish Crown 

and Tican are renowned for high quality and high standards of food safety in the products, 

both those sold in domestic markets of production (Denmark, Poland, and the UK etc.) as well 

as export markets. The EU legislates on food safety, but often, as in the case of Denmark, the 

domestic legislations exceed that of the general EU legislation (Danish Agriculture and Food 

Council, 2016). However, food safety is result of safety across the entire value chain, with 

each process being managed with regard to all types of risk, be it biological, chemical or 

physical and thus a more holistic approach to the issue is beneficial. The degree of integration 

in both Danish Crown and Tican enables a high degree of control over the various processes 

rather than a private company purchasing raw materials from external suppliers and thus en-

forces the high standards on the political as well as consumer agenda. 

6.2.2 Economic factors 

Given the high levels of export for the companies the global economy should be considered 

when looking at the market attractiveness and the economic factors. 

Studies show a strong positive correlation between the level of income and the consumption 

of animal protein with consumption of meat, milk and eggs increasing at the expense of stable 

foods (WHO, 2003, p. 77). Economic development is not the only driver behind consumption, 

e.g. population growth, cultural influences and consumer preferences, however disposable 

income is a large driver in meat consumption. The level of income per capita in the current 

key markets for Danish Crown and Tican is shown in appendix 8, GDP per capita is forecast-

ed to grow for all major markets, in particular in countries such as China whereas Russia, Po-

land and Japan is forecasted to have relatively stable levels of GDP per capita with only minor 

growth (IMF, 2015). 

Looking directly at consumption, consumption has grown across all major agricultural com-

modities, although the growth in meat consumption is lower than growth in cereals and milk. 

The projected level of consumption of meat in kg per capita for some of the key markets is 

shown below. Consumption of meat on the world market is expected to grow, albeit at a de-

creasing rate. In high income countries, consumption has reached saturation, while others 

have cultural and religious patterns decreasing the level, such as the consumption of fish in 

both Japan and Norway.  Russia and China is however expected to consume more meat per 

capita whereas European consumption per capita is expected to be stable.  
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Table 6-3: Consumption of meat, kg per capita, selected countries (OECD, 2015). 

Consumption of meat, kg/capita BRICS China EU28 Japan Russia USA World 

2004 26.3 39.1 66.2 33.1 38.8 99.9 30.4 

2014 32.9 49.9 64.8 35.7 60.8 90.0 34.0 

2024 35.4 55.0 65.0 36.3 68.0 94.1 35.5 

However, rather than looking only at meat consumption in total, it is also relevant to look at 

the split between various meat types as seen for the European and World market in Table 6-4. 

On both the world market and in the European Union poultry is expected to grow, indicating 

that poultry is driving the majority of the global growth. In contrast, beef consumption per 

capita is decreasing in Europe, indicating a shift to poultry. Pork consumption is expected to 

be relatively stable with a minor decrease in Europe, however globally pork consumption is 

expected to increase. 

Another important factor in the macroeconomic environment is currency effects. Given the 

high share of exports, currency effects can have a large impact on both the level of export in 

terms of volume and the value received. When the DKK increases against a foreign currency, 

the possibilities for export will be impacted. An example of this is Japan, where the yen in 

2013 fell relative to the euro and DKK causing the revenue earned on the Japanese market for 

both Tican and Danish Crown to negatively impacted.  

Table 6-4: Meat Consumption (kg per capita) in EU 28 and the World (OECD, 2015). 

Consumption of meat, kg/capita 
Beef Pork Poultry 

EU World EU World EU World 

2004 12.12 6.62 32.57 11.62 18.98 10.56 

2014 10.46 6.54 30.89 12.58 21.61 13.19 

2024 9.65 6.54 30.36 12.49 23.14 14.60 

 

6.2.3 Social factors 

Social factors refer to the socioeconomic environment of the industry, more specifically the 

key trends, attitude and demographics. Consumer trend is one social factor with potential to 

impact the industry, especially in a long term perspective. Generally, consumption of meat 

has increased on a global scale as mentioned above, but with changes in the consumption mix, 

moving towards more poultry. Another trend is the rise of organic and special meats such as 

anti-biotics free meats as part of an overall increased focus on health (MarketLine, 2015).  

Demographics also play a key role in the market, with a rising middle class having not only 

higher disposable income and thus consumption, but also an increasing interest in quality, 
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production, food safety and animal welfare. This can lead to improved opportunities for ex-

port for the Danish and European food production.  

6.2.4 Technological factors  

Lastly, the technological factors relate to how technology can either positively or negatively 

impact the industry. Technological development is very relevant for the industry, by enabling 

higher levels of efficiency and productivity in the production. Currently there is an increase in 

the number of animals which are exported to before slaughter, to countries such as Germany 

where the salaries are lower (Landbrug & Fødevarer, 2015)  

In order to be able to compete with lower-wage countries, investments in production are nec-

essary to achieve high efficiency. With the pressure on prices, companies have generally in-

vested in efficiency improvements such as new plants, e.g. Danish Crown’s cattle slaughter-

house in Holsted or pig slaughterhouse in Horsens (Danish Crown, 2014b).  

6.3 Porters Five Forces 

Having outlined and analysed the macro environment above, the following analysis analyses 

the competitive environment within the industries of Fresh Meat and Processed Meats reflect-

ing the first research area of the thesis. The competitive environment has a large impact on the 

profitability of a company and the strategic decisions, including whether or not to merge. The 

analysis is based on the frameworks developed by Michael E. Porter, which uses five causal 

variables to explain abnormal profits in an industry (Porter, 1979). Each of these five forces 

will be elaborated upon before summing up what the competitive environment imply. 

6.3.1 The threat of new potential entrants 

6.3.1.1 Fresh meat 

The Danish pig slaughtering industry is highly concentrated with Danish Crown accounting 

for 78 pct. of the Danish swine production and Tican with a production of 10 pct. of the total 

output (Danish Agriculture and Food Council, 2015). Given the nature and the historical con-

solidation of the industry there are few threats of new potential entrants. The industry is oper-

ating with low profit margins, e.g. Danish Crown operating with an EBIT margin of ~ 4.1 pct. 

(Danish Crown, 2015a). Secondly, the capital requirements to facilitate a scale of production 

large enough are extremely high. Lastly, pig breeders have consolidated in recent years, low-

ering the number of suppliers for the raw material. Since the industry is dominated by cooper-

atives with close relationships to their suppliers and owners, new entrants would find it hard 

to gain access to raw materials. Export of fresh meat to Denmark would however be easier 

given a competitor already have a critical mass of production in another country.  The low 
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profitability and subsequent need for economies of scale, combined with the limited amount 

of pig suppliers and raw materials, causes the threat from new entrants to be extremely low. 

6.3.1.2 Processed foods  

Apart from fresh meats, Danish Crown and Tican operate in the processed meat industry. Af-

filiates such as Steff Houlberg, Plumrose, Tulip in Danish Crown and Direct Table Foods and 

ZM Nove in Tican are operating in a significantly different industry. In contrast to the Fresh 

Meat industry, the threat of new entrants is considered moderate to high as there is very little 

capital requirements related to starting a new food brand and the raw materials can be pur-

chased in the market place. Benefits of economies of scale still prevail, but are less important 

due to higher differentiation of consumer preferences and thus products causing scale to be 

less dominant. Other barriers to entry are the need for an established distribution chain with 

high control as products are perishable and the need for size in production to satisfy the retail 

customers, who are very important in the industry. Yet the investments and resources needed 

to enter are significantly lower than in the fresh meat market. The affiliates owned by Danish 

Crown and Tican are large operators and heavily engaged in the Danish market, thus decreas-

ing the likelihood of being threatened although it is still present. 

6.3.2 The threat of substitute products 

There are several very close substitutes to the products, most dominantly other variations of 

meat including beef, lamb, poultry and fish. While Danish Crown is also successfully present 

in the cattle market, limiting their risk of substitution, pork still comprised the bulk share of 

their revenue and profits. Other meats are considered close substitutes by satisfying the same 

basic need for food and animal protein. The strength of the competitive pressure will rely on 

three core factors: whether buyers can easily switch between substitute products, whether the 

substitutes are priced attractively relative to pork and whether the buyer views the products as 

substitutes in terms of price (Porter, 1979).  

6.3.2.1 Fresh meat 

Buyers can easily switch between substitute products, both looking at buyers as well as the 

end consumers. End consumers can easily shift, causing B2B customers and retail chains to 

respond to consumer preferences. Furthermore, meat is a commodity product, with only few 

differentiating characteristics.  Pork is relatively cheap compared to fish, beef and lamb and is 

more closely related to poultry in terms of price, thus poultry may in fact be the biggest sub-

stitute to the low cost pork production (MarketLine, 2014). This suggests that Danish Crown 

is facing competition not only from other pig slaughterhouses, but also face serious substitu-

tion from the poultry industry. In relation to whether buyers actually view the substitutes as 

relevant, depends on their preferences for special meats and quality – the critical consumer 
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would indicate a low threat of substitutes, due to the reputation of high quality deliveries of 

beef and pork products from Danish and European companies, with Tican and Danish Crown 

both using it as a competitive parameter (Danish Crown, 2016a). 

6.3.2.2 Processed foods 

While the threat of substitution from poultry is significant, the threat of substitution is even 

greater when observing the industry for processed food. The ready meals, sausages, meatballs 

etc. sold by the affiliates of Danish Crown and Tican are subject to a vast amount of substi-

tutes ranging from other similar products based on meat to literally anything that can be eaten. 

If the price of the product is too high, the consumers may easily substitute it for another prod-

uct to satisfy their hunger, thus the substitution threat can be considered very high. 

6.3.3 Bargaining powers of buyers 

Neither Danish Crown, Tican nor other companies in the industry directly approach the end 

consumer of their products, but reach them through three channels. The most common cus-

tomer types are the retail traders, Business to Business (B2B) and Food service. Both the pig 

production industry and the food processing industry share similar market lines. 

6.3.3.1 Fresh meat and food processing  

The retail traders refer to the sale of processed meat to supermarkets and large chains such as 

Netto, Føtex and Kvickly in Denmark as well as large variety of foreign dealers such as Aldi 

and Lidl in Germany and the UK (Danish Crown, 2014b; Tican, 2014a). With regards to the 

B2B segment, Danish Crown operates mainly with other companies that purchase meat direct-

ly from the slaughterhouse with the purpose of further processing such as producers of ham, 

sandwich fillings etc. The final segment, food service, refers to the sale of meat to restaurants, 

institutional kitchens etc. (Danish Crown, 2016a). 

While the pig slaughtering industry and the food processing industry share similar market 

lines, the bargaining power of buyers is relatively higher for the food processing industry. 

This is mainly attributed to the higher fragmentation of suppliers of processed food in Den-

mark, whereas the fresh meat production is very concentrated with Danish Crown and Tican. 

The larger overhead costs in Denmark due to general price and wage level causes a significant 

threat as the consumers may easily switch to low cost products imported to Denmark. Retail 

customer especially hold a large bargaining power due to the share of sales through them, but 

also the trans-border nature of several of the largest retailers such as Lidl, Aldi and Netto. 

Furthermore, there is increasing focus on discount products in several of the large markets in 

Europe such as Denmark, Germany and the UK, with discount retailers outperforming tradi-

tional retailers (A.T. Kearney, 2011). The increased focus on price in the end-customer seg-

ment spills over to production due to the high bargaining power of the retail, B2B and corpo-
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rate customers, making it increasingly important for producers to have a strict cost focus in 

production. To accommodate these movements, Danish Crown has moved a part of their pro-

duction to Germany to stay competitive in terms of price (TV2, 2014) as well as focusing on 

cost, with several other companies taking similar steps. 

6.3.4 Bargaining powers of suppliers 

The bargaining powers of the suppliers are considered identical for the food processing and 

pig production industry as they both rely on the same raw materials, meat. In the Danish per-

spective, the important suppliers are an integrated part of the value chain due to the coopera-

tive ownership structure. Other suppliers in the industry include suppliers of machinery, med-

icine for the pigs, materials for packaging etc. while the food processing industry requires 

other raw materials such as spices, flour, vegetables etc. 

6.3.4.1 Fresh meat and food processing 

The majority of suppliers in Denmark are different from the typical suppliers of raw materials 

elsewhere, as a consequence of the cooperative structure. The individual pig breeder will have 

a cooperative share, similar to an ownership share in the company, based on the size of his 

annual delivery rates of live pigs (Danish Crown, 2015d; Tican, 2012b). 

The ownership type facilitates an optimal production planning for the pig breeders, as they are 

certain that their livestock will be purchase if they increase their capacity. For Tican, due to 

limited capacity, the articles of association however stipulate the need for approval if live-

stock capacity is expanded beyond a certain threshold (Tican, 2012b). While the raw materials 

supply is stable, it could also potentially cause the companies to purchase more pigs than 

market conditions would require. Some degree of surplus livestock can be stored in freezers, 

however inconveniently and with cost. The mutual benefits between the cooperative parent 

and the interest of their suppliers / shareholders are substantial enough to offset the cost of 

occasional overcapacity for Danish Crown. 

The obligation to deliver majority of livestock to the cooperative company in which the sup-

plier is a member ensures a constant flow of raw materials, regardless of the economic situa-

tion. The pig breeder is obligated to deliver at the current quoted price per kilo which deprives 

the breeder’s ability to postpone the sale of livestock until the prices settle in their favour.  

Consolidation of suppliers is a general trend in the industry with both fewer breeders with 

increasingly large farms. This movement is suggestive towards a high bargaining power of 

suppliers who are becoming fewer but larger entities. 
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6.3.5 Rivalry among existing competitors 

Rivalry among existing competitors relate to the current competition that is faced by Danish 

Crown and Tican. Rivalry causes firms to use tactics in order to secure their position in the 

market, such as price competition, product introductions and heavy advertising (Porter, 

1979).Danish Crown and Tican operate on both domestic and international markets and is 

generating the majority of their revenue streams from export markets. This imposes a logisti-

cal limitation for the slaughterhouses, as they are torn between positioning their slaughter-

house near their export markets and the pig producers due to the cost of transportation. As 

such, Danish Crown has slaughterhouses located in countries such as Denmark, Germany and 

the UK to decrease transportation costs (Danish Crown, 2015a).  

Danish Crown is among the largest producers of pork on both the European and the global 

market measures in total pigs produced. However, there are currently a large movement to-

wards consolidation within the pig producers, the slaughterhouses and the food processing 

entities. If Danish Crown does not keep up with this development, they risk losing competi-

tive advantages related to economies of scale (Danish Crown, 2015a). The recent consolida-

tion trends across various stages of the value chain can be seen as a consequence of excess 

capacity in the industry, following Koller (2015) categorization of motivations. Thus, the con-

solidation trend could also be a way to keep cost low. Tican is obviously subject to fierce 

competition from Danish Crown, due to the relative resources and size. Furthermore, key 

markets beyond Denmark are very similar with the UK, Germany, Poland, China and Japan 

being key markets for both companies, thus intensifying competition.  

Looking towards European competitors, the majority of the European competitors are focused 

on national markets, and not export, which increases the competitive advantage of Danish 

Crown on the international markets., Both Tican and Danish Crown are in a strong position 

relative to new entrants and other competitors by having a stable and growing supply of ani-

mals for slaughter and established brands and private label agreement in the processed food 

market on their key markets. Entry through increased imports is however a threat with poten-

tial to increase rivalry in the Danish market significantly. In an international perspective, 

competition is fiercer both within fresh meat and processed meats. Foreign pig producers such 

as the German SB Pork (Tönnies) are growing domestically, but have also managed an slight-

ly increasing production in Denmark whereas Danish Crown are experiencing a decline in 

total pigs produced in Denmark.  

Generally, the competition is moderate to high with products that can be characterized as 

commodities with many close substitutes prompting large advertising budgets and heavy fo-

cus on new product introductions to accommodate changing customer preferences. Further-
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more customers and distribution to end consumers are dominated by a few large players with 

high bargaining power, increasing competition and price pressure in the industry. 

6.3.6 Summary of Porters Five Forces 

The first research area of the thesis seeks to analyse what characterizes the fresh meat and 

processed food industries, which has been analysed through the use of Porters Five Forces. 

The findings of each of the two primary industries can be found in below in Figure 6-1. Gen-

erally, the food processing industry is characterized by a more difficult environment, however 

companies present in both markets can leverage knowledge and insights as well as possibly 

lower cost in the food processing industry by having access to stable supply of raw materials 

and through scale, thus positioning Danish Crown and Tican in relation to their competitors.  

Figure 6-1 Summary of Porter's Five Forces (own creation)  

 

6.4 Value chain 

This section narrows the scope further by focusing on the internal characteristics through a 

value chain analysis, which is one of the key research areas of the thesis. While the Porter’s 

Five Forces analysis focuses on the industry and external factors, the purpose of the value 

chain analysis is to describe the activities within and around the company more narrowly and 

relate them to an assessment of the competitive strength of the company relative to its peers 

(Petersen & Plenborg, 2012, p. 191). The primary focus will be on Tican given that they are 

the target, as well as key differences between the companies. The value chain describes two 

types of activities, primary and supporting activities (Petersen & Plenborg, 2012, p. 191). 

Consequential to the lack of internal data, insight to all internal processes is limited. The value 

chain therefore focuses on core activities which are related to production.   

The value chain is highly integrated, with focus on quality through the entire process “from 

farm to table” (Christensen, 2000; Tican, 2015), and activities covering many steps of the 
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process. The current value chain is the result of consolidation and integration within the in-

dustry both horizontally and vertically. 

Each step of the value chain is a natural extension of the previous step, with the vast majority 

of the raw materials being transformed into products sold through Tican or some of the affili-

ates, which causes the utilisation of raw materials to be very high. For Danish Crown this is 

also true and due to the larger scale it can be argued that utilisation is even higher in Danish 

Crown - an example is Scan-Hide which sells hides from the cattle to tanneries but also in the 

affiliate DAT-Schaub, which is owned by both Danish Crown and Tican (90% and 10% re-

spectively (Danish Crown, 2014b; Tican, 2014a) which sells casings and entrails to the food 

industry. The Figure 6-2 illustrates the extensive value chain of Tican. 

Figure 6-2: Primary activities in Tican's value chain (own creation based on (Petersen & 

Plenborg, 2012) 

 

6.4.1 Primary production and inbound logistics 

While the original value chain model uses inbound logistics as the first primary activity, pri-

mary production have been included in the value chain due to the special characteristics of the 

cooperative ownership structure. Procurement of raw materials thus also becomes a primary 

activity. In Tican, integration with suppliers are formalized through the cooperative structure 

and ensures high quality raw materials by increasing control over the process. The majority of 

raw material for Tican’s products comes from Denmark and the Danish cooperative members, 

although some raw material inputs are sourced from UK farmers and other EU approved sup-

pliers (Direct Table Foods, 2016; Tican Chilled, n.d.). Due to the cooperative ownership 

structure, Tican is able to facilitate sharing of best practices in relation to breeding across the 
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cooperative members. Tican can also to some extent control the supply of animals for slaugh-

ter, as the cooperative members have to notify animals for slaughter and that Tican organizes 

the pick-ups, ensuring that slaughter capacity is utilised in the best possible way (Tican, 

2012b). The cooperative structure also ensures optimal pricing of raw materials, with all prof-

its ultimately returning to cooperative members, thus decreasing incentives to demand excess 

compensation of raw materials. 

6.4.2 Operations and Production 

As the figure illustrates, multiple steps are included in the production phase of the value 

chain. Production transforms the inputs into finished products which takes place at multiple 

sites and affiliates, both in Denmark and internationally. Margins are generally low in the 

industry with production cost generally above 80 % - see appendix 28 through 33. Thus in 

order to remain competitive and to ensure good margins, it is extremely important to have 

tight control over the production and the cost associated. Tican has multiple plants, but due to 

the size of their operations and lower economies of scale, the company is quite sensitive to 

external shocks to production. One example is the closing of the Russian market following the 

embargo, which in turn led Tican to close the deboning plant in Fjerritslev. With the closing 

of the market is was not possible to remain competitive within the products specialized for 

Russia, due to both falling prices and cost that could not be decreased accordingly (Tican, 

2014a). Tican only slaughters pigs in Denmark but products also include raw materials 

sourced from both UK and other approved farmers which are slaughtered elsewhere (Direct 

Table Foods, 2016; Tican Chilled, n.d.). Danish crown primary focus is also pork, but also 

slaughters produces cattle, sheep and lamb, although in much smaller quantities (Danish 

Crown, 2013b). The production cost per pig in Tican is higher than in Danish Crown, which, 

assuming that an average pig weighs 75 kg, gives an estimated average production cost of 

31.93 DKK/kg over the last three years, not accounting for the raw materials sourced in both 

Danish Crown and Tican. The comparable cost for Danish Crown is estimated to be 1.58 

DKK/kg lower – see appendix 63 on marginal production calculations. 

6.4.3 Distribution and outbound logistics  

The revenue in Denmark only accounts for 10% of total revenue in Tican, and Tican has pro-

duction facilities in Denmark, the UK and Poland. While meat is sourced for processed prod-

ucts elsewhere, the majority of the raw materials are sourced and slaughtered in Denmark. 

The high degree of exports and the perishable nature of the products increases the importance 

of the distribution and transport of the products to the customers, to ensure freshness and 

quality of the products. Distribution primarily takes place through Tican, with subsidiaries 

such as Tican Chilled in the UK specialising in delivery and Tican Rose GmbH, a subsidiary 
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owned in collaboration with Finnish HK Scan, trading with partners and suppliers in Germa-

ny, Spain, France and Poland (Tican Rose, n.d.). 

6.4.4 Sales  

Tican distributes products through multiple channels, namely Retail, Business to Business and 

Food service. All sales are handled through Tican’s sales offices selling both brands such as 

Direct Table or ZM Nove’s Nove but also a high degree of private label products (Tican, 

2013). Danish Crown and most companies in the industry are exposed to the same sales pat-

tern, selling to large customers such as retail chains and B2B customers. The size of the cus-

tomers enable corporation with customers, both in the direct development of private label 

products, but also in relation to general product development to customer preferences. The 

size of the customers also implies that they are in a relatively good bargaining position as 

mentioned in Porter’s Five Forces. Sales to export markets are further promoted by Landbrug 

& Fødevarer through promotion of the food cluster (Landbrug & Fødevarer, 2016b). 

6.4.5 Supporting activities  

With limited knowledge of the internal activities, supporting activities cannot be analysed in 

detail. Supporting activities typically covers management, firm infrastructure and technologi-

cal development (Petersen & Plenborg, 2012), and especially R&D and technological devel-

opment is important in the industry. R&D in relation to product development takes place both 

internally and with customers, but also through interest association Landbrug & Fødevarer in 

terms of best practice in the breeding of pigs. Productivity is, as mentioned earlier, key to 

maintaining a competitive advantage and thus R&D in terms of quality and yield is extremely 

important. Similarly, technological development is critical in ensuring continued cost compet-

itiveness. Comparing Tican and Danish Crown, the latter has a clear advantage in terms of 

size and the investments possible, especially given Tican’s current financial constraints.  

The decomposition of the value chain analysis, being one of the main research areas of the 

thesis, ultimately found that Tican is in a fairly good position, but also that the situation is 

comparable to Danish Crown, who furthermore exhibit a much more better cost structure, 

indicating that Tican competitive strength compared to peers is moderate.  

6.5 Summing up the strategic analysis 

The first area of research includes a strategical analysis which intends to explore the key char-

acteristics and factors influencing the competitive position of Tican. Overall the strategic 

analysis shows that Tican and Danish Crown operate in industries that are attractive, given 

their current operational setup and competencies. The markets for both fresh meats and pro-

cessed foods are expected to grow in all key markets, primarily driven by growth in prices in 
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particular in markets with high economic growth and inflation. European markets are saturat-

ed and growing slowly, whereas markets such as China and Japan have large growth poten-

tials and pose very attractive market potential. Growth is primarily driven by economic condi-

tions such as disposable income, but also consumer trends. Political shocks such as the Rus-

sian embargo create structural changes in the market and political factors otherwise pose both 

benefits and cost, through protectionist policies and increasingly complex requirements.  

The fresh meat industry is characterized by high entry barriers due to capital requirements and 

access to raw materials. However, substitution is high among different types of meats and 

other food products, with poultry consumption increasing, particularly on behalf of beef. For 

processed food, the market is more fragmented with differentiated products attentive to vari-

ous consumer preferences and lower forecasted growth in the markets. While the competitive 

situation is fiercer in the processed food market, with fewer opportunities for scale economies 

due to differentiation in products and more substitute products, production also covers a long-

er value chain, ultimately resulting in higher margins. The high bargaining power of custom-

ers in both markets increase the importance of cost control with margins constantly under 

pressure, despite increasing prices due to substitution, cost of inputs and changing consumer 

preferences. Both Danish Crown and Tican have competitive advantages, with the cooperative 

ownership structure ensuring supply of high quality raw material but also enabling high con-

trol over the entire value chain. The large scale of Danish Crown infers lower production 

costs and more diversification across markets making them less sensitive to external shocks. 

7 Financial analysis 

The analysis moves on to examine the historical and financial performance of Danish Crown 

and Tican in order to assess the profitability and liquidity in Tican, which is a key element 

when forecasting the pro-forma statements. The analysis is carefully constructed on a compa-

rable foundation to ensure continuity and comparability throughout the valuation process. In 

order to do so, the analysis is conducted mainly using the frameworks provided by Ole Søren-

sen (2012) and Petersen & Plenborg (2012) while furthermore ensuring that accounting prin-

ciples are similar with both Danish Crown and Tican operating under IFRS accounting prin-

ciples (Danish Crown, 2014b; Tican, 2014a). A peer group is created since comparison with 

peers is essential in evaluating the performance. The peer group is based on reformulated 

statements conducted by Bloomberg and will serve to benchmark the results of the following 

profitability and liquidity analysis. 
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Figure 7-1: Structure of the financial analysis based on (Petersen & Plenborg, 2012; Søren-

sen, 2012) 

 

 

 

 

 

The financial analysis is divided into three main categories as illustration in Figure 7-1. The 

first part of the analysis is the construction of the analytical statements. The second part in-

cludes a profitability analysis revolving a decomposition of the return on invested capital 

(henceforth ROIC). Finally the analysis concludes with a short- and long-term liquidity risk 

analysis of Danish Crown and Tican. The authors will continuously benchmark the ratios with 

the average peer group introduced below. 

7.1 Presentation of the peer group 

The peer group serves as a benchmark for the upcoming profitability and liquidity risk analy-

sis of Danish Crown and Tican. Benchmarking the financial ratios is important as it allows the 

authors to estimate the relative size compared to a peer group average, and not only the direc-

tion that a typical profitability and liquidity analysis provides. 

The peer group is established based on several thresholds as listed below. 

1. The peer group has to represent a similar industry to that of Danish Crown and Tican, 

preferably providing products within both the fresh meat and processed segment. 

2. The peer group has to engage in the production of either beef, poultry or preferably 

pork, the core product of Danish Crown and Tican. 

3. The group has to operate within a similar geographic region and display similarities in 

terms of growth, capital structure and size. 

4. Finally, the peer group has to follow the IFRS accounting standards in order to ensure 

a consistent comparable foundation with the statements of Danish Crown and Tican. 

The peer group financial statements has not been reformulated by the authors as the peer 

group is not the primary focus, but Bloomberg reformulations and forecasted financial ratios 

are sued. Some variations may however occur between the method of Bloomberg and the 

method applied for Tican and Danish Crown (Bloomberg Terminal, 2016). 

Reformulating 

Danish Crown Tican Peers 

Bloomberg 

Profitability 

Liquidity 
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Table 7-1: Peer group introduction based on annual reports and (Bloomberg Terminal, 2016) 

 

The chosen peer group consists of slaughterhouses that differ substantially in size as seen in 

Table 7-1, however is considered the best indicators of the average competitor for Danish 

Crown and Tican given the thresholds and data availability. Furthermore, the chosen peer 

group consists of five competitors that are all publically traded, which may further decrease 

the comparability to Danish Crown and Tican. However, due to very limited information 

about non-public competitors, the authors found this limitation to be acceptable.  

7.2 Reformulating the financial statements 

The process of reformulating the financial statements into their analytical counterparts is es-

sential as it allows the authors to separate the core business from the financial activities. This 

allows the following profitability and valuation to be based solely on activities that refer to 

the operations of the companies, and not the wealth generated through financial activities. 

7.2.1 Analytical income statements 

The analytical income statements are created for Tican and Danish Crown are included in 

appendix 12 and 17, respectively. The analytical statements contain unique information and 

key figures such as the Earnings before interest, Taxes, Depreciations and Amortisations and 

the Net operating profit after tax, henceforth referred to as the EBITDA and the NOPAT. 

Write-downs on non-current assets due to mismatches between book value and market value 

in the balance sheet are subject to depreciations. Both companies report no direct deprecia-

tions but refer to note on the distribution of the depreciation, which is included in the opera-

tional costs of the companies. The depreciations do not have a cash-flow effect and is merely 
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an accounting tool of indicating the tax deductible savings from write-downs on tangible as-

sets. These depreciations are subtracted their respective operating costs and compiled in a 

total depreciations line as found in the sub note of appendix 12. 

The remainder of this section provides a detailed analysis of the key considerations that went 

into the reformulation process of the analytical income statements. The statements are includ-

ed in appendices 10 to 11 for Tican and 17 to 18 for Danish Crown. 

Income from equity investments in associates and joint ventures are revenue streams from 

equity shares in subsidiaries in which Danish Crown or Tican owns a portion of the shares. 

These investments are considered a core part of the business and the related income and ex-

penses are recognized as an operational activity (Sørensen, 2012, p. 179). 

Special items account for 16 million for Danish Crown in 2014. This item is considered tran-

sitory and is made up of an income stream of 224 million from changes in accounting princi-

ples for the subsidiary Solokow S.A and an expense of 240 million from write-downs on tan-

gible assets. (Danish Crown, 2014a).  

Other operating income and other operating expenses are considered as non-core operational 

activities (Sørensen, 2012, p. 174). For simplicity, net other operating income is constructed.  

Effective tax is based on the guidelines for cooperative taxation in Denmark, which is calcu-

lated as a percentage of the taxable assets according to Danish Corporate tax law § 16.2 and § 

19 (Selskabsskatteloven, 2015). The taxable income under the cooperative taxation scheme is 

calculated as 4-6% of the assets, which are then taxed at 14.3%. In comparison the corpora-

tion tax is 22% (Selskabsskatteloven, 2015). The tax rate takes into account that equity hold-

ers are also suppliers of the company and that net income does not accrue the company, but 

the suppliers through higher delivery prices (Danish Crown, 2015a). 

The effective tax rate is then derived as the difference between the corporate tax rate and the 

actual tax expense as percentage of the taxable income. This estimation provides consistent 

measures with the reported effective tax rate of both companies. Tican had experienced an 

increasing effective tax from a rate of 7.45% to 21.77% in 2014. This is caused by the coop-

erative taxation scheme that base the tax on the market value of taxable assets, which has not 

been deteriorating at the same pace as the taxable income of Tican. Danish Crown exhibits a 

stable tax rate of roughly 10.70%. 

Financial expenses and financial income are typically classified as core financial activities 

and is not expected to partake in the value creation of Danish Crown and Tican. Some items 

could be considered operational, such as exchange rate differences on receivables and paya-
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bles however the effects are deemed implausible to extract due to limited information in the 

available reports (Sørensen, 2012, p. 179). The net financial expenses are constructed and are 

subject to an interest tax shield due to interest expenses being tax deductible (Petersen & 

Plenborg, 2012, p. 73). 

7.2.2 Analytical balance sheet 

The analytical balance sheet is obtained through separation of current and non-current opera-

tional activities from their financial counterparts. The financial activities indicate how a firm 

is raising capital, whereas the operational activities indicate how the risen capital is used in 

operations. The invested capital from operations is derived as the operating assets less the 

operating liabilities, which by definition has to equal the invested capital from finance found 

as the net-interest-bearing debt plus equity. 

Cash may refer to excess cash and operational cash used to finance day-to-day expenses with-

in the companies. No additional information is provided on the expense nature of the slaugh-

terhouses, thus the authors conclude the entire balance being a financial asset (Petersen & 

Plenborg, 2012, p. 77). 

Deferred tax liabilities measures the differences between taxable income and accounting in-

come. In the case where companies sustain constant investments through time, the deferred 

tax may never actually be paid. However, the assumption is unlikely and the asset is classified 

as operational.  

Deferred tax assets measures differences between balance sheet assets and/or liabilities in the 

balance sheet and the balance sheet meant for taxation purposes. The statements provide no 

information on the deferred tax assets, but are commonly regarded results of operational as-

sets (Petersen & Plenborg, 2012, p. 88). 

Receivables from and prepayments to cooperative members is considered part of the core op-

erational activities as the obligation is based on annual patronage. 

Other provisions and Pension obligations exhibit present value provisions within insurance, 

pensions and restructuring payments and are subject to interpretation as the items can be indi-

rectly related to operational activities. The authors conclude that both classifications are fi-

nancial activities as these are interest-bearing assets in non-financial companies (Sørensen, 

2012, p. 162). 

Loans and Borrowings are strictly financial activities and include lines within subordinated 

loan capital, mortgage banks and liabilities towards credit institutions. 
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Operational leasing obligations are not included in the balance sheet making comparison be-

tween firms with different financial and/or operational leasing activities difficult. Given insuf-

ficient details on the notes of the companies leasing obligations, that are considered minor 

expenses, the authors conclude that no correction for these assets has been necessary (Søren-

sen, 2012, p. 146). The analytical balance sheets are found in appendix 13 for Tican and 20 

for Danish Crown. 

7.3 Profitability analysis 

The profitability analysis is mainly directed towards Tican and the factors that have been driv-

ing the historical profitability. The full profitability analysis is located in appendix 14 to 15 

for Tican and appendix 21 to 22 for Danish Crown. 

The analysis contributes with an insight to the historical value creation of Danish Crown and 

Tican and intends to analyse the factors that drive profitability. Furthermore, the analysis pro-

vides unique information that is essential when forecasting the future cash flows (Petersen & 

Plenborg, 2012, p. 93). 

The analysis uses the DuPont pyramid to decompose profitabillity with a focus on the return 

on invested capital (ROIC) (Sørensen, 2012, p. 210). Another layer is added through the de-

composition of the “Economic Value Added” (EVA) (Petersen & Plenborg, 2012, p. 121). 

The EVA can be interpreted as abnormal profits that arise when a company generates returns 

higher on their ROIC higher than the weighted average cost of capital (WACC). 

Figure 7-2: Decomposition of the DuPont pyramid and EVA based on (Petersen & Plenborg, 

2012) 

 

 

 

 

 

The measures of the profitability analysis for the two companies are benchmarked against 

peers to allow a better understanding of the relative performance of Danish Crown and Tican 

compared to the industry. This, in turn, implies less focus on the return on equity (henceforth 

ROE), which is difficult to compare between companies due to differences in capital structure 

(Petersen & Plenborg, 2012, p. 119). 

ROIC Financial gearing WACC 

ROE EVA 

Profit margin Profit margin 
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7.3.1 Level 1: Decomposition of return on equity, ROE 

The ROE is the general profitability measure of the company and measures the required re-

turn on equity for the equity holders. The ratio is best understood as how much value the firm 

is required to generate for each DKK invested by owners invest in the firm (Petersen & Plen-

borg, 2012, p. 116): 

𝑅𝑂𝐸 = 𝑅𝑂𝐼𝐶 + (𝑅𝑂𝐼𝐶 − 𝑁𝐵𝐶𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥) ∗ 𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑙𝑒𝑣𝑒𝑟𝑎𝑔𝑒 

Table 7-2: Decomposition of the return on equity for Tican, based on (Petersen & Plenborg, 

2012) 

Level 1: Decomposition of ROE 2011 2012 2013 2014 

Return on Equity [ROE] 37.7% 22.0% 15.2% 8.6% 

Return on Invested Capital [ROIC] 24.9% 14.9% 11.1% 5.6% 

Financial leverage 0.68 0.77 0.76 1.14 

The data applied is based on end-of—financial-year balance figures and book value of equity 

is used when estimating ratios relying on equity although the market value may provide a 

more precise estimate (Petersen & Plenborg, 2012, p. 155). 

Table 7-2 portrays that ROE for Tican has declined by roughly 75% over the course of 4 

years. In other words, the company is generating less consolidated profits for each invested 

DKK in equity. The decomposition of the ROE finds that the main driver is a decline in the 

ROIC, whereas the financial leverage has actually been increasing over the review period.  

The same declining pattern has not been observed for Danish Crown, leading the authors to 

conclude the declining ROIC to be specific to Tican. Further decomposition of the ROIC may 

exhibit the factors that driver the declining profitability. 

7.3.2 Level 2: Decomposition of return on invested capital, ROIC 

Declining profitability is a critical factor when assessing the attractiveness of Tican as a target 

for Danish Crown and could, potentially, be a deal-breaker under the circumstances that the 

profitability loss is not deemed transitory.  

Further analysis on the ROIC, which is a product of the turnover rate on invested capital 

(henceforth ATO) and the profit margin (henceforth PM), may reveal the cause of the decline: 

𝑅𝑂𝐼𝐶 =
𝑁𝑂𝑃𝐴𝑇

𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝐶𝑎𝑝𝑖𝑡𝑎𝑙
= 𝑃𝑀 ∗ 𝐴𝑇𝑂 =

𝑁𝑂𝑃𝐴𝑇

𝑅𝑒𝑣𝑒𝑛𝑢𝑒
∗

𝑅𝑒𝑣𝑒𝑛𝑢𝑒

𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝐶𝑎𝑝𝑖𝑡𝑎𝑙
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Table 7-3: Decomposition of return on equity for Tican based on (Petersen & Plenborg, 

2012) and (Sørensen, 2012) 

Level 2: Decomposition of ROIC 2011 2012 2013 2014 

Return on Invested Capital [ROIC] 24.9% 14.9% 11.1% 5.6% 

Profit margin [PM] 6.0% 3.7% 2.6% 1.4% 

Asset turnover rate [ATO] 4.1 4.0 4.3 4.1 

Table 7-3 shows that the declining ROIC is primarily attributed to a decline in the PM, 

whereas the turnover rate on assets, measuring the revenue generated for each DKK in invest-

ed capital, appears relatively stable in the period of interest. Furthermore, the measure is much 

higher than the industry average of 2.5 and the average ATO of Danish Crown of 3 (Sørensen, 

2012, p. 218). Thus, Tican is able to generate large sales with relatively few investments, but 

are experiencing a declining margin on the realized sales. 

The PM declines from a level of 6%, which is much higher than the industry average of 3% 

and the average of Danish Crown of 3.4%. The measure, while being historically profitable, 

declines to a level of 1.4% before net financial expenses are deducted.  

7.3.3 Level 3: Decomposition of the profit margin 

Before the authors conclude on the declining profit margin, the final layer of the DuPont pyr-

amid is analysed to allocate the origin of the declining profit margin. This analysis is best 

conducted using a common-size analysis, which is included in appendix 15 for Tican and 22 

for Danish Crown. Table 7-4 highlights the key findings from the common-size analysis. 

Table 7-4: Common-size summary of Tican based on (Petersen & Plenborg, 2012) 

Tican: Common-size summary 2011 2012 2013 2014 Total ∆ 

Production expenses -86.0% -87.4% -87.4% -88.0% -2.0% 

Distribution expenses -5.5% -5.7% -6.4% -6.4% -0.9% 

Administration expenses -2.6% -2.5% -2.4% -2.6% 0.0% 

Net other operating expenses 0.1% 0.1% 0.0% 0.0% -0.1% 

Depreciations -1.3% -1.4% -1.5% -1.6% -0.3% 

EBITDA 7.8% 5.3% 4.3% 3.4% -4.5% 

 

The common-size analysis found that the EBIDTA margin more than halved in the period of 

interest, decreasing from 7.8% to 3.4%. The largest contributors are found to be increased 

production and distribution costs that increased by 2% and 0.9%, respectively. 

Summing up the second area of research the thesis determines the factors that have been driv-

ing the historical profitability of Tican. This was analysed through a decomposition of ROE 
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which provided a series of interesting results. First of all, the findings seem to support the 

recent movements towards horizontal integration in the slaughterhouse industry. The econo-

mies of scale from production allow the slaughterhouses to deliver competitive prices without 

sacrificing profitability, as was the case with Tican. Secondly, the increased cost production 

was found to be a major factor in the declining profitability of Tican. The effect of the Rus-

sian embargo and increased activity in the affiliates of Tican is found to be the main driver in 

the increased relative cost. The proposed merger with Danish Crown could potentially offset 

the decreasing profitability through economies of scale, synergies and a general lower cost of 

production per kg pork produced, reflected in a production cost as % of revenue roughly 2% 

lower than Tican’s. Further analysis is required to determine whether the synergies from the 

merger are sufficient to reverse the declining profitability. 

7.3.4 ROIC vs. WACC and the implications on invested capital 

The ROIC has been decomposed and the prime factor in the declining profitability of Tican 

has been detected. The following analysis will determine the impact of the declining profita-

bility on the value creation within Tican using the Economic Value Added theory: 

𝐸𝑉𝐴𝑡 = (𝑅𝑂𝐼𝐶𝑡 − 𝑊𝐴𝐶𝐶𝑡) ∗ 𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝐶𝑎𝑝𝑖𝑡𝑎𝑙𝑡 

The EVA exhibits abnormal returns generated on invested capital. When return on invested 

capital supersedes the weighted average cost of capital (henceforth WACC) it is said to gen-

erate value (Petersen & Plenborg, 2012, p. 96). 

For the purpose of this thesis, the ROIC of Tican will be benchmarked against Danish 

Crown’s WACC. While counterintuitive at first glance, the assumption allow the authors to 

better determine the attractiveness of the business case of Tican, as the value creation has to 

be seen from the perspective of Danish Crown. The comparison thus looks at whether the 

level of profitability in Tican satisfies the equity and debt holders in Danish Crown. Hence we 

apply the WACC of 6.40% as reported in the annual report of Danish Crown. See appendix 

46 for an extensive analysis on the WACC.  

Figure 7-3: Abnormal return illustrated through ROIC and WACC (Own creation) 
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Figure 7-3 illustrates that Tican would not be generating value under the control of Danish 

Crown in 2014, disregarding any potential synergies that would arise during the merger. In 

fact, the company would destroy value for each DKK in invested capital. Prolonged operation 

with negative EVA would cause the market value of equity to drop below the book value of 

equity, which is already very close reflected in a market to book ratio on equity of 1.04 (Pe-

tersen & Plenborg, 2012, p. 98). 

The figure portrays that Tican, prior to 2014, was generating value above what was required 

by the investors in Danish Crown and, all else equal, would impose a great economic partner. 

Further assessment on the attractiveness of Tican relies on whether the company is able to 

improve their PM through reductions in operational costs.  

7.3.5 Benchmarking of the financial ratios 

The following section intends to benchmark the key financial ratios with the peer group as 

argued in the second research area of the thesis. This allows the authors to determine the size 

of the relative ratios, rather than the historical direction. 

Figure 7-4: Benchmarking ROIC of Danish Crown and Tican with appropriate peers, own 

creation based on (Bloomberg Terminal, 2016). 

 

Figure 7-4 indicates that Tican has been underperforming relative to Danish Crown and its 

peers, as of 2014. Controversially, Tican has been generating an incredibly large return on 

their invested capital prior to the Russian embargo. The figure concludes that Tican used to be 

several times more productive in terms of value creation than the peer group existing of large 

well established slaughterhouses. The decomposition found that a declining PM was the main 

driver to the declining ROIC; hence the following Figure 7-5 is intended to benchmark the 

level of PM in Tican with its peers. 
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Figure 7-5: Benchmarking Profit Margins of Danish Crown and Tican with appropriate 

peers, own creation based on (Bloomberg Terminal, 2016). 

 

Figure 7-5 illustrates the turbulent years that Tican has experienced in recent years. While 

maintaining a stable turnover rate on assets and generating returns well above the required 

returns from the owners in Danish Crown, Tican has been experiencing rapidly decaying prof-

it margins. A slight decrease is observed in the PM of the average peer group, although not 

significant enough to argue the decline in PM to be a general market condition. The section on 

forecasting will determine whether Tican is likely to return to their production level prior to 

the Russian embargo and whether potential synergies can outweigh the current situation of 

decreased profitability. 

7.4 Risk analysis 

7.4.1 Liquidity analysis 

Liquidity is vital for the company’s on-going survivability and is best understood as the firm’s 

ability to pay their bills and undertake profitable investments. Lack of liquidity may limit the 

actions of the general management, thus prohibit potential profitable investment opportunities 

and could potentially lead to bankruptcy (Petersen & Plenborg, 2012, p. 150). 

7.4.2 Short-term liquidity analysis 

The short-term liquidity risk provides the authors with an insight to Tican’s abilities to paying 

off their short term obligations as they fall due (Petersen & Plenborg, 2012, p. 150). The key 

ratios applied are the current ratio and CFO to short-term debt. The full analysis is included in 

appendix 23 through 25 and contains various ratios not included directly in the thesis. 
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Table 7-5: Short term liquidity risk of Tican, Danish Crown and average peer based on 

(Bloomberg Terminal, 2016; Danish Crown, 2014b; Tican, 2014a) 

Short Term Liquidity Risk 

Current Ratio 2011 2012 2013 2014 

Danish crown 1.3 1.3 1.3 1.3 

Tican 1.6 1.6 1.6 1.4 

Average peer 1.9 1.9 1.9 2.1 

CFO 2011 2012 2013 2014 

Danish crown 43.9% 50.5% 64.8% 46.0% 

Tican 67.8% 40.0% 22.7% 31.2% 

Average peer 34.1% 42.3% 40.1% 65.2% 

The current ratio shown in Table 7-5 yield the likelihood that current assets are able to cover 

the current liabilities in the event of liquidation (Petersen & Plenborg, 2012, p. 155). The ap-

plied formula used to calculate the current ratio is: 

Current ratio =
Current assets

Current liabilities
 

The more conservative quick-ratio variant takes only the most liquid assets into account, ex-

cluding inventories, however due to the nature of Tican and Danish Crown, inventories are 

expected to be relatively liquid and are included in the estimation. The table portrays that Ti-

can experienced a declining current ratio in 2014 and is thus becoming more risky in terms of 

short term liquidity risk. A general rule of thumb is that a current ratio greater than 2.0 is an 

indication of low short-term risk as supported by the peer group average (Petersen & Plen-

borg, 2012, p. 155). Surprisingly, Danish Crown is also in a relatively bad position in terms of 

short term risk, however may be associated with their atypical debt structure 

The operating cash flows (CFO) to short-term debt, contrary to the ratio above, applies actual 

cash flows generated from operations, which is arguable a better indicator of the available 

cash to serve the current liabilities on an on-going basis (Petersen & Plenborg, 2012, p. 157). 

The CFO to short-term debt confirms the declining liquidity of Tican in recent years. The 

CFO to short-term debt of 0.31 in 2014 indicates that Tican can pay 31% of their current lia-

bilities from operating cash flows on an annual basis, i.e. it takes ~ 3 years to repay their cur-

rent liabilities (Petersen & Plenborg, 2012, p. 156). The applied formula is: 

CFO to short − term debt =
Cash flow from operations

Current liabilities
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In summary, the research area on short-term liquidity risk of Tican found that it has been in-

creasing in recent years. The likelihood of Tican being able to repay their short-term obliga-

tions is relatively poor compared to the level of the peer group. The short-term liquidity risk 

of Tican is considered moderate to high, however, Tican does not differentiate much com-

pared to Danish Crown who shares similar short-term liquidity ratios and in that sense, a mer-

ger would likely not have a significant effect on Danish Crowns short-term liquidity risk.  

7.4.3  Long-term liquidity analysis 

The long-term liquidity risk yields the companies’ ability to pay off future obligations. The 

analysis is limited to an assessment of financial leverage and the interest-cover ratio. 

Table 7-6: Long term liquidity risk of Tican, Danish Crown and average peer based on 

(Bloomberg Terminal, 2016; Danish Crown, 2014b; Tican, 2014a) 

Long Term Liquidity Risk 

Financial Leverage 2011 2012 2013 2014 

Danish crown 3.4 3.4 3.1 3.2 

Tican 1.6 1.7 1.8 2.4 

Average peer 1.33 1.28 1.27 1.15 

Interest coverage ratio 2011 2012 2013 2014 

Danish crown 9.9 6.8 6.3 7.1 

Tican 10.6 6.1 4.6 3.4 

Average peer 12.8 12.8 17.5 17.4 
 

Financial leverage provides the same information as the solvency ratio included in appendix 

25. A high financial leverage (low solvency ratio) indicates a high long-term liquidity risk 

(Petersen & Plenborg, 2012, p. 158). Recall that minor operational leasing obligations for 

Danish Crown may distort the long-term liquidity ratios, however the impact is very small 

(Sørensen, 2012, p.146). 

Table 7-6 shows that Tican has experienced increasing financial leverage and is becoming 

more debt-reliant in recent years. This equates to higher long-term liquidity risk and a lower 

likelihood that Tican are able to meet their on-going financial obligations. The leverage is 

approaching, albeit still below, the financial leverage of Danish Crown which is considered an 

extremely high leverage for such a large company. The target capital structure and financial 

leverage will be discussed for Danish Crown at the end of the financial analysis. The formula 

applied is: 

Financial leverage =
Total liabilities

Equity
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The interest coverage ratio measures Tican’s ability to meet their on-going net financial ex-

penses by estimating how many times the company can cover their net interest expenses 

through their operating income. This ability has been deteriorating rapidly for Tican in the last 

four years and is approaching an alarming situation in which Tican’s operational income is 

barely enough to cover their financial expenses. The peer group enhances the risk through 

indications of a much higher level of interest-coverage ratio. The formula applied for the 

EBIT interest cover is: 

EBIT interest coverage =
EBIT

Net financial expenses
 

An analysis on the credit rating of Tican has been attached appendix 16. The analysis provid-

ed an insight in the overall risk aspects of Tican and concluded a rating of ‘BB’ based on 

rankings from the credit rating agencies Standard & Poors’ and Moody’s. Overall, the analy-

sis did not contribute with anything not already captured in the short-term and long-term li-

quidity analysis. 

In summary, the long-term liquidity risk of Tican is heavily influenced by a declining ability 

to pay their on-going financial expenses. This largest effect was found to be the decline in the 

EBIT interest coverage ratio, which is biased by the declining profit margin of Tican, ulti-

mately driving down the EBIT while leaving the financial expenses untouched. 

Ultimately, looking at the internal risk of Tican, Tican is found to have moderate to high li-

quidity risk in both the long-term and short-term when benchmarked with the chosen peer 

group. However, based on the highly leveraged Danish Crown the company does not appear 

to be significantly more risky. Thus the final recommendation is that Tican may impose fi-

nancial risks in terms of liquidity shortage, however given the risk exposure of Tican does not 

differ much from Danish Crown a potential merger is not impossible. 

7.5 Capital structure and target NIBD/EBITDA 

The previous analysis found that Tican had experienced increasing financial leverage, thus the 

authors find it necessary to analyse the underlying capital structure of the merging companies. 

The capital structure is calculated based on the analytical balance sheets as these represent a 

better approximation of the market value of debt and equity than the ordinary statements 

(Koller et al., 2010, p. 114). 

Capital structure imposes a financial risk during the proposed merger between Danish Crown 

and Tican as several issues related to the debt structure may arise. First and foremost, the in-

fusion of equity and debt may alter the current capital structure of Danish Crown, that already 

exhibit a high level of leverage. Secondly, the change in capital structure would, all else 
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equal, cause a shock to the underlying cost of capital in the host company due to a larger re-

quirement from debt owners. 

The capital structure of Danish Crown, based on the reformulated balance sheets, equates to 

32% equity and 68% debt, whereas Tican has an average of 55% equity and 45% debt. Disre-

garding the financing of the merger, including various up-front investments, the event would 

cause Danish Crown to decrease their financial leverage. All else equal, this would impose a 

higher cost of capital ultimately making more difficult for Danish Crown to establish positive 

NPV projects that satisfy their investors (Koller et al., 2010, p. 116). 

Figure 7-6: Capital structure of Danish Crown and Tican based on analytical statements 

 

 

 

 

 

Danish Crown does not express a target capital structure; rather refer to a target financial 

gearing of a 3.5 NIBD to EBITDA ratio (Danish Crown, 2014a). In 2014, the NIBD to 

EBITDA was 3.71 for Danish Crown, implying a higher leverage than intended. The pro-

posed merger is likely to further increase the leverage through up-front investments and trans-

ferred debt from Tican as the financial leverage of Tican is slightly higher than Danish Crown 

as seen below. The impact of the merger on the debt structure is analysed in section 11.5.2 

when the implications are outlined. 

Table 7-7: Target NIBD/EBITDA and estimated leverage for Danish Crown, Tican and ap-

propriate peers 

NIBD/EBITDA 2011 2012 2013 2014 

Target 3.50 3.50 3.50 3.50 

Danish Crown 3.76 3.71 3.65 3.71 

Tican 1.24 2.01 2.3 3.83 

Peer group average 1.33 1.39 1.18 1.3 
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8 SWOT analysis  

The first research areas have been analysed through a strategical and financial analysis, for 

which a SWOT analysis is applied to capture and summarize the key results.  

Table 8-1 includes a summary of the key findings and identifies them as Strengths, Weak-

nesses, Opportunities or Threats (Petersen & Plenborg, 2012, p.192). The weakness and 

threats of Tican should receive special attention due to the complications on the future pro-

spects and attractiveness of the business case. Correspondingly, the Strengths and Opportuni-

ties should emphasize the attractive aspects of the company as a potential partner for Danish 

Crown.  

Table 8-1: SWOT summary of key factors influencing the position and attractiveness of Tican 

 

Overall, the outlook for Tican, disregarding the proposed merger, portrays high short term 

risks both in terms of liquidity and growth potential. Tican has recently had to draw on equity 

reserves to deliver competitive supplementary payments to their cooperative members. Should 

this pattern continue the company will ultimately face short- and long term solvency risks as 

Weaknesses

● ●

● ● High short- and long term liquidity risk

● ●

● ●

● ●

Threats

● ●

● ●

● ●

● ●

Cooperative ownership structure ensures supply 

of raw material and opportunity for capacity 

planning and sharing of best practice

Strenghts Internal factors

Cooperative members expect supplementary 

payments at market level, causing Tican to draw 

on equity in 2013/14

Good asset turnover rate

Decreasing profit margins due to drop in prices 

and limited potential to decrease cost

Brands and private label products considered high 

quality

Operations cover the majority of the value chain 

increasing earnings potential and ensuring high 

utilisation of products 

Sensitive to external shocks due to size and 

liquidity but also lack of diversification in product 

portfolio

Good relationships with strong customers in key 

markets, e.g. Aldi, Lidl and Netto (UK) 

Size of operations lacks economies of scale and 

production cost per kg is high

Opportunities External factors

Growth in core markets with high quality products 

that can be leveraged, such as in China and Japan 

with GDP and consumer demand driving the 

growth rate

Increasing complexity in the industry due to 

political requirements related to environment and 

animal welfare 

Technology investments could potentially lower 

production cost 

Excess supply in the European market from lost 

export to Russia causing prices to drop

Competition is fierce and despite product 

differentiation, degree of substitution is high

High demand for premium and discount products 

increasing, especially in core markets such as UK

High degree of customer bargaining power with 

focus on price 

Barriers to entry moderately high, especially in 

the fresh meat industry 
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appointed in the financial analysis and if supplementary payments at market level cannot be 

sustained, cooperative members would leave Tican. Increasing production costs and fierce 

competition driving down prices disables Tican in the competitive environment as it lacks the 

economies of scale to compete with the larger slaughterhouses. The current size of operations 

is unlikely to garner sufficient scale economies and growth will be hard to achieve given fi-

nancial and capacity constraints as recognised by Tican self since the initial search for inves-

tors were prompted by the need to grow to be able to compete (Bang, 2014). 

While Tican face substantial risk of liquidation if the company does not improve their opera-

tional margins, the company maintains significant strengths that may potentially offset the 

operational risks for Danish Crown. The financial analysis found that Tican had an asset turn-

over rate substantially higher than the market average, while also maintaining a very high 

return on invested capital prior to the recent crisis. The product portfolio of Tican would fit 

the current portfolio of Danish Crown greatly with a surge of new products of high quality 

and degree of integration in the value chain.  

Furthermore, Tican has established critical relationships with retail customers such as Aldi, 

Lidl and from 2015 forth, Netto in the UK, which may potentially help the company come 

through the recent period of low margins unscathed. 

External factors are both positive and negative as seen above in Threats and Opportunities. 

The same market conditions can be said to affect Danish Crown, however the larger slaugh-

terhouse is considerably more prepared and maintains better bargaining positions towards 

their largest customers. Furthermore, Danish Crown operates at higher margins thus allowing 

more respite towards geopolitical shocks such as the Russian embargo. 

Overall, the financial and strategical analysis has found that several of the negative factors 

listed in the Threats and Weaknesses could be diminished. Danish Crown’s ownership of Ti-

can could not only decrease the liquidity risk, but also offer benefits related to economies of 

scale. The SWOT analysis concludes a decent foundation for the upcoming business case, 

however emphasises that significant risks and threats could impact Tican. Further analysis 

will be undertaken to analyse the exact impact on risk for Danish Crown if the companies 

would merge. 
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9 Tican stand-alone valuation 

The third part of this thesis is the valuation of the stand-alone companies as well as the busi-

ness case. This section analyses the stand-alone value of Tican, which is based on the perspec-

tive of the cooperative members of Danish Crown. In other words, this section will discount 

the free cash flows of Tican with the WACC of Danish Crown, as this is the best measure of 

the required return that Danish Crown would require, if they should merge with Tican. As the 

WACC in Danish Crown of 6.40% is lower than the WACC of Tican estimated below of 

9.38%, this will generally result in a more positive valuation than Tican would have obtained 

without the financial support of Danish Crown. 

9.1 Forecasting the free cash flows 

9.1.1 Revenue growth 

Given the nature of the slaughterhouse industry where operational cost and invested capital 

are heavily tied to the activities of the firm, a sales driven forecast approach has been chosen. 

The sales-driven approach provides consistency between the activity in revenue and the oper-

ating costs and balance sheet forecasts, thus relying in fewer, but more impactful, assumptions 

than the line-item forecasting approach (Petersen & Plenborg, 2012, p. 175). 

Thus, revenue is a critical input for reliable estimation of the future cash flows in Tican and 

designing the forecasted pro-forma statements. The revenue forecast in the explicit forecast-

ing period (2015-2019) is based on a variety of inputs in order to obtain a revenue forecast 

based on both volume and price growth. The input variables in the equation below are includ-

ed in appendix 35 through 41. 

𝑅𝑒𝑣𝑒𝑛𝑢𝑒𝑡 = ∑𝑅𝑒𝑣𝑒𝑛𝑢𝑒𝑡−1 ∗ 𝑤𝑐𝑜𝑢𝑛𝑡𝑟𝑦

∗ [𝑤𝐹,𝑡0(1 + 𝑔𝑐𝑜𝑢𝑛𝑡𝑟𝑦,𝐹,𝑡 + 𝑔𝐹,𝑎𝑑𝑗,𝑡) (1 +
0.8 ∗ 𝑃𝐹,𝑐𝑜𝑢𝑛𝑡𝑟𝑦,𝑡

1 + 𝑋𝑐𝑜𝑢𝑛𝑡𝑟𝑦,𝑡
) 

+ 𝑤𝑃,𝑡0(1 + 𝑔𝑐𝑜𝑢𝑛𝑡𝑟𝑦,𝑃 + 𝑔𝑃,𝑎𝑑𝑗,𝑡) (1 +
0.8 ∗ 𝑃𝑃,𝑐𝑜𝑢𝑛𝑡𝑟𝑦,𝑡

1 + 𝑋𝑐𝑜𝑢𝑛𝑡𝑟𝑦,𝑡
)]   

The revenue is forecasted as a function of volume, price growth and expectations on the fu-

ture prospects to obtain a higher level of detail and aggregation, rather than estimating reve-

nue growth based on a historical basis (Petersen & Plenborg, 2012). 

Since Tican is present in two industries, volume and price growth has been obtained for both, 

respectively. Furthermore, the growth potential in terms of volume and price vary from coun-

try to country and thus, the growth rates are weighted by the revenue share of Tican in the 

underlying country, respectively.  
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The price growth rate has been reduced by 20% based on the results of Porters Five Forces 

indicating a tight price competition in the industry. Secondly, pork is a commodity product 

associated with a high price elasticity of demand (Andreyeva, Long, & Brownell, 2010). 

Thirdly, the data extractions on price growth include all fresh meat products and all processed 

foods respectively, which for fresh meats implies that poultry is included in the estimates. As 

shown in section 6.1.1, poultry consumption has been growing relatively to other types of 

meat (OECD, 2015; Statista forecasts, 2016). Finally, the price effect has been adjusted by 

exchange rate forecasts due to the high exposure to foreign markets and thus currency effects 

(Bloomberg Terminal, 2016; Tican, 2014a). 

The result is volume and price growths which are then weighted by country, subjective ad-

justments, industry and exchange rate risks. The volume data (Euromonitor forecasts, 2016), 

price data (Euromonitor forecasts, 2016) and exchange rate risks data (Bloomberg Terminal, 

2016) is included in appendix 35. 

Table 9-1: Tican volume and price growth weighted by industry, geography. Own creation 

based on (Bloomberg Terminal, 2016; Euromonitor forecasts, 2016). 

Revenue growth in % 2014 2015 2016 2017 2018 2019 2020 

Weighted average volume growth 0.70 0.00 0.30 0.66 0.80 0.87 1.10 

Weighted average price growth 1.47 0.95 1.95 2.56 2.75 2.86 3.00 

Revenue growth forecast 2.13 0.95 2.25 3.24 3.57 3.76 4.13 

 

The revenue growth forecasted is significantly lower than the average historical revenue 

growth of 6.59% in the period of 2010-14 (Tican, 2014a). The revenue growth is largely driv-

en by the general price growth in the markets that Tican operate within, where the volume 

growth, subject to adjustments based on the strategical and financial analysis is relatively low. 

The revenue growth is, by construction, driven primarily by the forecasted market prospects 

in the industry, however is subject to a series of subjective adjustments which are outlined 

below. Due to Tican primarily selling commodity products, the authors find it unreasonable to 

argue for adjustments in Tican’s ability to increase pricing on their products and thus the fol-

lowing adjustments in percentage points refer only to growth rate prospects on its respective 

markets. 

Russia has been removed due to the aforementioned embargo. Russia accounted for 4.4% of 

Tican’s revenue in 2014 for which the removal caused a downwards shock to the revenue of 

2015. The authors found it reasonable to shift some of the lost production towards other mar-

kets in the European area with Tican’s sales team working hard to shift sales (Tican, 2014a); 

however the overall effect is negative. 
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Volume growth in Poland has been reduced in both processed and fresh meat markets due to 

the annual reports of Tican stating a current capacity constraint where Tican is unable to han-

dle more activity (Tican, 2014a). In response to the capacity constraint, the assets of Tican are 

adjusted since new investments are expected to be a precondition for further growth in the 

market. The new capacity investments in Poland are expected complete after 2016, until 

which the authors allocate a negative effect of -5% and -4% in 2015 and 2016, respectively.  

The United Kingdom has been granted an additional 1% volume growth on processed prod-

ucts. Tican has a strong position in the market and have distribution agreements with retailers 

such as Lidl, Aldi and from 2015, Netto (Tican, 2014a). Furthermore, Danish Bacon is widely 

regarded a premium product in the UK, which will help Tican increase their market share 

(Mørch, 2016). The fresh meat market has been slightly reduced in terms of volume growth as 

Tican has been unable to match the prices in the market due to increased demand for discount. 

Japan and China has positively adjusted 1% each in terms of processed food. Tican has histor-

ically been generating most of their revenue from China through sales of pig ears, tails and 

feet but has been pushing for new markets in the Asia-pacific region. Moreover, the manage-

ment of Tican has emphasized increased focus on the Asian markets in the following years 

(Tican, 2014a) supported by the projected growth in consumption (OECD, 2015).  Tican’s 

products are generally considered to be of very high quality and with high standards of food 

safety, giving Tican a competitive edge over local producers (Kristensen, 2011). 

9.1.2 Operational costs 

As found in the financial analysis, the operational costs has been historically high in 2013/14 

due to the Russian embargo and increased activity in the affiliates of Tican. The embargo hit 

Tican hard and forced the company to shut down their affiliate, Fjerritslev, which processed 

pork for Russia in particular (Nordjyske.dk, 2014). Increased storage costs and costs associat-

ed with shutting down the affiliate have decreased the profit margin of Tican in recent years.  

The authors conclude the effect of the Russian embargo to be transitory and that Tican are 

able to re-stablish their operational costs equal to their historical average of 2010 to 2014. The 

table below represents the value-drivers applied in the sales-driven forecast. Note however 

that distribution costs are not scaled towards a historical level as Tican is increasing exports, 

with much growth taking place outside Denmark. Furthermore, due to geopolitical changes 

such as the Russian embargo and strategic choices to focus on foreign markets far away such 

as Japan and China the distribution costs will have a changed pattern.  

Other operating income as % of revenue represents revenue income/loss from equity invest-

ments in associated affiliates. Variations in this value driver would imply that the affiliate 
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owned by Tican would be more (or less) profitable in the upcoming year which would require 

a separate analysis to determine. The adjustment is deemed out of scope for this thesis, rather 

the author’s base the value driver on last year’s activity as % of revenue (Petersen & Plen-

borg, 2012:184). The value drivers are shown in Table 9-2 below. 

Table 9-2: Operational value-drivers as % of revenue, own creation. 

Value-drivers as % of revenue Historical 2015 2016 2017 2018 2019 2020 

Revenue growth 6.6 0.9 2.2 3.2 3.6 3.8 4.1 

Production cost -87.2 -88.0 -87.8 -87.7 -87.5 -87.4 -87.2 

Distribution cost -6.0 -6.4 -6.4 -6.4 -6.4 -6.4 -6.4 

Administration cost -2.5 -2.6 -2.6 -2.6 -2.5 -2.5 -2.5 

Other operating cost 1.5 0.4 0.4 0.4 0.4 0.4 0.4 

EBITDA 5.1 3.4 3.6 3.8 3.9 4.1 4.3 

 

9.1.3 Other operational value-drivers 

Other value-drivers include the efficient tax rate, depreciations as % of intangible and tangible 

assets and the net borrowing cost used to forecast net financial expenses as % of net-interest-

bearing debt (Petersen & Plenborg, 2012, p. 176). 

Table 9-3: Other operational value drivers, own creation 

Value-drivers as % Historical 2015 2016 2017 2018 2019 2020 

NBC after tax, interest rate -5.1 -5.1 -5.1 -5.1 -5.1 -5.1 -5.1 

Efficient tax as % of NOPAT 11.2 11.2 11.2 11.2 11.2 11.2 11.2 

Depreciation as % of  

intangible and tangible assets -8.6 -8.6 -8.6 -8.6 -8.6 -8.6 -8.6 

 

The remaining operating value-drivers are based on their historical average and are expected 

grow with the activity of the company. Note that the tax has been extraordinarily high for Ti-

can in recent years due to the Russian embargo driving up the inventories, and thus taxable 

assets subject to cooperative tax since tax is assets based rather than revenue based. The au-

thors found it unlikely that Tican would increase their relative interest payments or deprecia-

tions relative to the activity and thus forecast these based on a historical level. 
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9.1.4 Forecasting of balance sheet items 

The sales-driven approach links balance sheet items and the underlying activity in revenue, 

rather than forecasting each line item separately (Petersen & Plenborg, 2012, p. 177). 

Table 9-4: Balance sheet value drivers, own creation 

Value drivers as % Historical 2015 2016 2017 2018 2019 2020 

Intangible and tangible as % of 

revenue 17.1 18.1 17.7 17.4 17.1 17.1 17.1 

NWC as % of revenue 6.8 4.8 4.8 4.8 4.8 4.8 4.8 

NIBD as % of invested capital 45.0 45.0 45.0 45.0 45.0 45.0 45.0 

 

Intangible and tangible assets as % of revenue has been increased to accommodate the in-

creased investments in capacities needed to grow, especially in Poland and UK which has 

been facing capacity constraints. The tangible assets are increased by 50 mDKK correspond-

ing to 0.9% of revenue and are based on historical investments in property, plant and equip-

ment related to capacity improvements in Tican (Tican, 2014a; Tican, 2014c). The ~ 1% of 

revenue, in addition to the 17.1% in average historical assets as % of revenue, grants a new 

ratio of 18.1% in 2014/15. The effect declines as the revenue increase following the capacity 

adjustments and reach a historical average of 17.1% by 2018. 

New working capital as % of revenue is adjusted based on the “Net Working Capital Project” 

launched in 2013, which aimed to reduce the NWC by 100 mDKK (Tican, 2014a). The pro-

ject has been successful and achieved its target in June 2014 and is assumed to remain at this 

level. The decrease in 100m mDKK NWC corresponds to 2% revenue, which reduces the 

average NWC from 6.8% to 4.8% in 2015 onwards. 

The NIBD as % of Invested Capital has not been adjusted further, as the model directly ad-

justs the debt level as a % of total net operating assets. Further changes would imply that Ti-

can intends to adjust their capital structure which is considered unlikely given the stable his-

torical average of 45% NIBD to Invested capital ratio. 

9.2 Cost of Capital 

Any investment decision should be evaluated based on the average cost of capital of the in-

vestment, which is the expected return on alternative investments with comparable risk.  The 

merger with Tican is therefore evaluated using the cost of capital of Danish Crown, rather 

than Tican’s cost of capital, as the merger is essentially an investment opportunity of Danish 

Crown.  
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The cost of capital is based on the risk-free interest rate plus an additional risk premium ap-

propriate for the investment. Moreover, the weighted average cost of capital (WACC) is the 

cost of debt and equity weighted according to the capital structure (Berk & DeMarzo, 2014):  

𝑟𝑤𝑎𝑐𝑐 =
𝐸

𝐸 + 𝐷
𝑟𝐸 +

𝐷

𝐸 + 𝐷
𝑟𝐷(1 − 𝜏𝑐) 

The WACC in 2013/14 is reported directly by Danish Crown to be 6.40% (Danish Crown, 

2014a). By using Danish Crown’s WACC rather than Tican’s, the stand-alone value of Tican 

is not an estimation of the fair market value of equity of Tican. Rather it is an estimate of the 

market value of Tican’s equity if the company were merged with Danish Crown, disregarding 

any synergies that would arise from this. Using Danish Crown’s WACC will enable the read-

er to follow the isolated value creation from the synergies between Danish Crown and Tican 

more easily. Tican’s own WACC is applied when estimating the effect of the merger on Ti-

can’s cooperative members, but otherwise Danish Crown’s WACC of 6.40% is applied.  

While not applied directly in the stand-alone valuation of Tican, Tican’s WACC has been 

estimated at 9.38%. Three methods are used to estimate the cost of equity, since a standard 

CAPM is not sufficient given the cooperative ownership – the estimates are shown below: 

Table 9-5: Cost of Capital estimation for Tican, Own creation based on (Bloomberg Termi-

nal, 2016). Full analysis in appendices 46 to 47. 

Cost of Capital - WACC 
Cost of  

equity 

After tax 

cost of debt 
D/V E/V WACC 

CAPM (incl. Bloomberg smoothing) 7.5% 5.1% 45.0% 55.0% 6.4% 

CAPM total risk adjusted 11.8% 5.1% 45.0% 55.0% 8.8% 

Dividend discount model 19.5% 5.1% 45.0% 55.0% 13.0% 

Average WACC, Tican         9.38% 

WACC Danish Crown, annual report         6.40% 

The three different methods for estimating the cost of capital result in three estimates of 

WACC which are quite different, ranging from 6.4% to 13%. In order to obtain the most reli-

able estimate, given the challenges related to each method, the average WACC of 9.38% is 

used in estimation of Tican’s value, without assuming the perspective of Danish Crown. 

The first method is the standard CAPM framework which assumes that all firm-specific risk 

can be diversified away compensating investors for market risk only. The second method, 

CAPM total risk adjusted, acknowledges that privately held companies are not traded and that 

investors in private companies typically hold a large share in the companies, implying that the 

investors should be compensated for total risk, not just market risk to reflect the higher risk 

the investors are subject to due to lack of diversification (Damodaran, 1999). Lastly, a divi-
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dend-discount model adapted to cooperative members is applied. Cooperative companies do 

not pay out a dividend but rather a supplementary payment based on deliveries, similar to a 

dividend, which can be used to estimate the cost of equity (Royer, 2014). See appendix 45 to 

46 for a comprehensive analysis on WACC. 

The cost of debt has been estimated based on synthetic credit rating of Tican included in ap-

pendix 16 and a risk free rate based on 10-year Danish government bonds as suggested by 

Damodaran (Damodaran, 1999) at a risk-free rate of 1.46% (Danmarks Statistik, 2016). The 

estimated credit default spread is 4.25% and thus 𝑟𝐷,𝑡𝑖𝑐𝑎𝑛 = 𝑟𝑓 + 𝑟𝑠,𝑇𝑖𝑐𝑎𝑛 = 1.46% +

4.25% = 5.71%. Taking Tican’s average effective tax rate of 11.2% into account the after-

tax cost of debt is 5.07%. This is similar to the actual net borrowing costs of Tican as percent-

age of NIBD which is also 5.07%. 

The three methods provide an average WACC of 9.38% for Tican, however the following 

valuation will be based on Danish Crown’s WACC of 6.40% since the business case is evalu-

ated from the perspective of Danish Crown’s required return on investments. 

9.3  Discounted Cash Flow model 

Tican’s enterprise value is calculated through the discounted cash flow model below. The 

two-stage model is based on a five year explicit forecasting period and a terminal period cap-

turing the going-concern value (Sørensen, 2012, p. 32). The FCFF is calculated using the 

formula provided by Plenborg (Petersen & Plenborg, 2012, p. 179): 

FCFF = NOPAT + Depreciation ± ∆NWC ± ∆CAPEX 

The enterprise value is derived through discounting of the FCFF in the forecasting period and 

the terminal period using a steady-state assumption and Gordon’s growth model with an as-

sumed terminal growth of 2%. This rate is consistent with the average terminal growth of 

Danish Crown’s affiliates (Danish Crown, 2014a) and the theoretical prospect of 2% from 

Sørensen (Sørensen, 2012). The WACC of Danish Crown of 6.40% is applied in the two-

stage DCF listed below: 

Enterprise value =  ∑
FCFFt

(1 + WACC)t
+

FCFFn+1

WACC − g

n

t=1

∗
1

(1 + WACC)n
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Table 9-6: DCF stand-alone Tican (DC perspective), Own creation 

Terminal growth rate 2.00%       WACC 6.40% 

Tican (DKK mio) 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

FCFF 134.6 89.4 89.0 99.4 92.0 101.1 

Discount Factor 0.94 0.88 0.83 0.78 0.73   

Present value of FCFF 126.5 79.0 73.9 77.6 67.5 1,684.6 

Estimated market value of enterprise  2,109.0           

Net interest bearing debt (NIBD) 662.1           

Estimated market value of equity 1,446.9           

Cooperative members of Tican 277           

Market value per member 5.2           

 

Thus, the estimated the enterprise value of Tican, assuming the perspective of Danish Crown, 

is estimated at 2,109 mDKK. The market value of equity is then derived by subtracting the 

net-interest-bearing debt of 662.1 mDKK from the enterprise value resulting in a market value 

of equity of 1,446.9 mDKK. (Petersen & Plenborg, 2012, p. 216). The estimated market value 

is not to be confused with a fair market value of Tican, as this was derived using the WACC 

of Danish Crown which is significantly lower than Tican’s WACC. 

Tican’s cooperative society has a total of 277 cooperative members, which are assumed to 

hold 1 share each in the company based on the Articles of Association of Tican stating that 1 

member has 1 right to deliver pork, and thus receive dividends based on the size of the deliv-

ery. The average member has a delivery of 6,863 pigs and thus 1 share in Tican equals either 

6,863 pigs or 1 cooperative member (Tican, 2014a). Based on this assumption the authors can 

estimate the average market value of the cooperative’s delivery rights at 5.2 mDKK, although 

this may vary from member to member depending on his actual patronage. 

The conclusion above is biased as it bases the market value per cooperative member in Tican, 

but the WACC on Danish Crown. Applying the WACC of Tican estimated at 9.38% the en-

terprise value equals 1,268.6 mDKK with a corresponding market value of equity of 606.5 

mDKK equivalent to a market-to-book ratio of 1.04. The more conservative (and precise) 

estimate on market value per member in Tican is found to be only 2.2 mDKK. The exact im-

pact on each cooperative member is argued in detail in section 11. 
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9.4 Relative valuation of Tican using multiples 

The valuation chapter also include a relative valuation based on peers to check to the value 

estimated through the DCF above. The peer group is introduced in section 7.1 and may differ 

substantially from Tican in terms of size. The peer group was chosen due to available public 

data that allows easy extraction of market based multiples and did not require the authors to 

reformulate five years of annual reports for five different companies. 

An issue with the multiple analysis is that Tican, being a cooperative, does not have an under-

lying share price and is thus unable to be benchmarked with the price multiples such as 

Price/Earnings, Price/Book, Earnings per share etc. (Petersen & Plenborg, 2012, p. 210). This 

limits the multiple analysis to the use of enterprise multiples. 

The following table shows that the enterprise value of Tican, applying the 6.40% WACC of 

Danish Crown, is consistent with the fair market value indication of the peer group with a 

deviation of only -0.53%. In contrast, the enterprise value with the 9.38% WACC of Tican of 

1,269 mDKK is a 40% undervaluation compared to the market indication. Tican is especially 

undervalued in terms of gross profit and revenue multiples, which indicates that Tican is like-

ly facing lower margins and more operational costs relative to its peers which is supported by 

the peer group analysis in the financial section of this thesis. Furthermore, the table portrays 

that Tican, assuming the WACC of 9.38%, is actually overvalued in terms of net income and 

EBITDA indicating that Tican is performing well on their top-line, but are unable to generate 

significant value during their value chain.  

Table 9-7: Multiples analysis on Tican based on (Bloomberg Terminal, 2016) 

Multiple summary Peer average multiple Tican implied EV 

EV/Cash flow 9.3 1,404 

EV/Net income 22.4 1,113 

EV/Gross profit 4.9 3,038 

EV/EBITDA 6.0 1,035 

EV/Revenue 0.8 4,011 

Average peer implied EV Deviation 2,120 

Tican EV at 9.38% WACC -40.17% 1,269 

Tican EV at 6.40% WACC -0.53% 2,109 
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9.5 Sensitivity analysis, Tican 

The estimation of the stand-alone value of Tican above is based on a number of assumptions 

through various sources as well as subjective estimations based on comprehensive analysis. In 

order to obtain a more nuanced estimate and account for the uncertainty in key assumptions, a 

sensitivity analysis is carried out to determine the robustness of results towards variations in 

critical input. While there are a lot of assumptions that should warrant caution, the WACC 

and terminal growth are chosen to be most impactful. In the following section analysis on the 

business case, the criticisms on the chosen inputs are expanded and will be combined with a 

scenario analysis.  

The sensitivity on WACC is analysed given that the applied WACC of 6.40% has not been 

directly calculated, but rather extracted from the annual report of Danish Crown 2013/14 and 

given the large impact of the WACC on the enterprise value. Furthermore, the WACC of 

9.38% has been included in the analysis. Another critical assumption is the steady-state ter-

minal growth rate, assumed to be 2% in the section above. Terminal growth has a large im-

pact in the DCF model, when discounting the terminal period using the Gordon’s growth for-

mula and a going-concern assumption. The table below shows enterprise value of Tican with 

different combinations of WACC and terminal growth.  

Table 9-8: Sensitivity analysis - WACC on terminal growth, Tican 

 

The shaded values highlight the most likely outcomes, with WACC in the range of 6% to 

6.8% and a terminal growth of 1.75% to 2.25%. This provides an enterprise value in the range 

of 1,861 mDKK to 2,443 mDKK corresponding to -12% and 16% from the base case, respec-

tively. The results are quite stable but confirm that WACC and terminal growth have a large 

impact. 
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One of the major differences between Danish Crown and Tican is their current margins, espe-

cially in terms of EBITDA. The difference is driven largely by the current level of production 

cost where Tican’s current level of 88.0% of revenue is significantly higher than Danish 

Crown’s 85.1%. The stand-alone valuation assumed that Tican was able to reduce their pro-

duction cost to their historical level of 87.20%. The following analysis will determine the im-

pact on the enterprise value if the production cost does not converge towards the historical 

average. The sensitivity below assumes percentage changes above and below the 87.20% that 

production cost is assumed to converge against.  

Table 9-9: Sensitivity analysis - WACC on production cost, Tican 

 

Table 9-9 above shows that a change of +/− 0.50% in production costs as % of revenue per 

year, without adjusting the underlying WACC assumption, results in enterprise values ranging 

from 1,614 mDKK to 2,604 mDKK, corresponding to a change of +/− 23.47%. Less ex-

treme results are highlighted with grey, albeit also portraying significant variations in enter-

prise value. If Tican does not manage to decrease their current level of production cost from 

88% to the assumed 87.2% (i.e. a percentage change of 0.8%), the value would decrease by 

38% to 1,318 mDKK.  

The estimated enterprise value of Tican is thus estimated at 2,109 mDKK in the base case, 

however, is highly sensitive towards variations in terminal growth and the discount factor, 

with an expected deviation of enterprise in the range of 1,861 mDKK to 2,443 mDKK. More-

over, the results are highly sensitive towards changes in the operational margins as reflected 

in a range of 1,711 mDKK to 2,592 mDKK. As such, the estimation of the proposed merger is 

highly dependent on the underlying assumptions regarding the outlook of Tican’s operating 

margins during, and after the merger. 
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10 Danish Crown stand-alone valuation 

The estimation of Danish Crown’s enterprise value and underlying market value of equity 

follow the same procedure as the valuation of Tican above. The authors are indirectly inter-

ested in the enterprise value of Danish Crown as it allow the authors to determine the value of 

the synergies between Danish crown and Tican as the residual between the analysed business 

case and the sum of the stand-alone entities. 

10.1 Forecasting the free cash flows 

10.1.1 Revenue growth 

The forecasted revenue growth, based on the same methodology as previous section, provides 

significantly different market outlooks due to two reasons. First and foremost, Danish Crown 

offers a different product mix, to different countries with different growth rates in demand. 

Secondly, the authors allocate a set of different subjective volume adjustments on Danish 

Crown than Tican, based on the findings of the strategic and financial analysis. Danish Crown 

is projected a higher growth on their revenue as shown in Table 10-1. Full analysis is included 

in appendix 35 to 41.  

Table 10-1: Danish Crown volume and price growth weighted by industry, geography. Own 

creation based on (Bloomberg Terminal, 2016; Euromonitor forecasts, 2016). 

Revenue growth in % 2014 2015 2016 2017 2018 2019 2020 

Weighted average volume growth -0.54 1.18 1.28 1.24 1.30 1.40 1.45 

Weighted average price growth 0.31 1.20 2.66 3.18 3.34 3.51 3.62 

Revenue growth forecast -0.23 2.40 3.97 4.46 4.69 4.96 5.12 

Tican growth, comparison 2.13 0.95 2.25 3.24 3.57 3.76 4.13 

 

The full adjustments sheet on volume growth for Danish Crown is included in appendix 41, 

where key considerations are touched upon below. The subjective adjustments are gradually 

declined towards 0% over the forecasting period. 

Both Japan and China are adjusted positively in terms of volume growth. Due to decreased 

consumer demand for beef in Southern European countries, Danish Crown has opened up for 

new markets such as export of beef to the Japanese market, therefore the volume growth is 

adjusted by an additional 0.50%. Exports to China has been growing steadily to an all-time-

high export level of 2014, which is expected to grow even further also driven by the high 

quality of products (Danish Crown, 2014b). Increased requirements on pork entrails and cas-

ings may however limit the potential growth in China slightly. Due to the strategic focus on 

China an additional volume growth effect of 1.4% is included. 
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Danish Crown has been growing in Sweden due to a recent acquisition of a slaughterhouse in 

2014 which, once the transaction is fully integrated in 2015, is expected to cause an additional 

1.5% volume growth on the Swedish market on the fresh meat segment. The processed seg-

ment has been granted 25% of this effect (0.375% growth) as the slaughterhouse acquired 

mainly produce fresh meat products (Danish Crown, 2014b). 

The United Kingdom is increased by 1% in volume growth on the processed meat segment, 

due to increased consumer demand on Danish bacon (Tulip) which also affected the forecast 

on Tican (Danish Crown, 2014b). No effect has been granted on the fresh meat segment in the 

UK, thus Danish Crown is expected to follow the market. 

The Danish market has been granted a negative volume growth, both due to decreasing num-

ber of slaughterings in Denmark with Tican increasing their share of the slaughterings and 

due to increased imports of meat. The growth rate adjusted by the growth assumption applied 

on Tican to ensure that the combined entity would not grow at a larger rate than the total mar-

ket growth. Thus, Tican has a larger volume growth in Denmark than Danish Crown, which is 

primarily attributed to Tican maintaining a larger average volume growth in the historical 

analysed period, whereas Danish Crown experienced declining volume growth (Danish 

Crown, 2014b; Tican, 2014a). 

The Russian embargo, despite having a negative effect, does not impact Danish Crown to the 

same extent as Tican since Danish Crown can still export beef. Furthermore, the Eastern Eu-

ropean countries has been growing exceptionally for Danish Crown and thus the general 

growth adjustment in Eastern Europe (including Russia) has been granted a net effect of 0%. 

Danish Crown is seeking new markets, even more so due to the pork sold to Russia now has 

to be sold elsewhere. The authors conclude a 3% volume growth by 2015 in the rest of the 

world section of Danish Crown’s operating, accounting for all other countries than directly 

analysed. This effect declines to 0% by 2017 as the remnants of the embargo are disappear. 
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10.1.2 Operational costs 

Table 10-2: Operational value, Own creation, based on (Danish Crown, 2012a; Danish 

Crown, 2013a; Danish Crown, 2014b; Danish Crown, 2015a) 

Value drivers as % of revenue Historical 2015 2016 2017 2018 2019 2020 

Revenue growth -0.23 2.40 3.97 4.46 4.69 4.96 5.12 

Production cost -84.80 -85.08 -85.02 -84.97 -84.91 -84.86 -84.80 

Distribution cost -6.75 -6.63 -6.65 -6.68 -6.70 -6.72 -6.75 

Administration cost -2.50 -2.51 -2.51 -2.50 -2.50 -2.50 -2.50 

Other operating cost 0.30 0.33 0.32 0.31 0.31 0.30 0.30 

EBITDA 5.11 6.11 6.14 6.17 6.20 6.22 6.25 

 

The operational cost value drivers of Danish Crown are based on the 2013/14 levels and grad-

ually scaled towards the historical average by 2020. Although this is a simplification, the au-

thors emphasize that the prime focus of this thesis is the estimation of synergies and the im-

pact on cooperative members during the merger, whereas the enterprise value of Danish 

Crown is simply a necessity to ensure a realistic foundation for the upcoming business case.   

10.1.3 Other value drivers and balance sheet forecast 

Table 10-3: Other operating income statement value drivers, Danish Crown, Own creation 

Value drivers as % Historical 2015 2016 2017 2018 2019 2020 

NBC after tax, interest rate -2.22 -2.04 -2.12 -2.19 -2.27 -2.34 -2.42 

Efficient tax as % of NOPAT -10.68 -10.68 -10.68 -10.68 -10.68 -10.68 -10.68 

Depreciation as % of  

intangible and tangible assets  -10.72 -10.72 -10.72 -10.72 -10.72 -10.72 -10.72 

 

The depreciation and efficient tax are based on the historical average throughout the forecast-

ing period, whereas the net borrowing cost is used to determine the underlying financial ex-

penses as % of net-interest-bearing debt. The NBC is gradually scaled towards the level of 

2.42% which was estimated during the cost of debt assessment in the appendix on cost of cap-

ital, which is assumed to be the most precise measure of the company’s on-going interest ex-

pense ratio. 
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Table 10-4: Balance sheet value drivers used in the sales-driven forecast 

Value drivers as % Historical 2015 2016 2017 2018 2019 2020 

Intangible and tangible assets  

as % of revenue 22.6 23.9 23.6 23.4 23.1 22.9 22.6 

NWC as % of revenue 11.4 10.8 10.6 10.4 10.1 9.9 9.6 

NIBD as % of invested capital 69.1 69.1 69.1 69.1 69.1 69.1 69.1 

 

The intangible and tangible assets was significantly higher in 2014 than the review period of 

2010 to 2014, which is mainly attributed to the acquisition of a Swedish slaughterhouse. The 

ratio is expected to decline towards a historical average by 2020. The NIBD is unchanged at a 

historical level of 69.1% of invested capital providing a natural link between the revenue 

growth and the net new investments and debt undertaken (Petersen & Plenborg, 2012, p. 179). 

The net working capital is based on volume growth and revenue growth, where items such as 

inventories are expected to grow with the volume of Danish Crown (i.e. is not affected by 

price growth on sold products) whereas receivables and payables grow with the revenue 

growth. The full forecast is included in appendix 45. 

10.2 Discounted Cash Flow model 

Based on a terminal growth rate of 2% and the WACC of 6.40%, the enterprise value of Dan-

ish Crown is found to be 35,273 mDKK corresponding to a market value of equity of 21,380 

mDKK. 

Table 10-5: Enterprise value of Danish Crown stand-alone, Own creation 

Terminal growth rate 2.00%       WACC 6.40% 

Danish Crown (DKK mio) 2015 2016 2017 2018 2019 2020 (T) 

FCFF 1,598 1,455.0 1,485.5 1,557.0 1,630.3 1,730.6 

Discount Factor 0.9 0.88 0.83 0.78 0.73   

Present value of FCFF 1,502 1,285.3 1,233.2 1,214.9 1,195.5 28,842.5 

Estimated market value of enter-

prise  35,273           

Net interest bearing debt (NIBD) 13,893           

Estimated market value of equity 21,380           

Cooperative members  8,278           

Market value per member 2.58           

 

The market value of equity divided among the total number of cooperative members in Dan-

ish Crown result in 2.58 mDKK per member which is considerably larger than the market 
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value per member in Tican of 2.19 mDKK per member when applying the estimated WACC 

of 9.38%. 

Further analysis on the market value of equity of Danish Crown exhibit a market-to-book val-

ue of 3.32 which is considerably large compared to the average ratio in the “Food processing” 

industry of 2.71 (Stern NYU, 2016). This indicates that Danish Crown is estimated to generate 

more value on equity than the average industry level indicates. The authors conclude that the 

estimated market value of equity may likely be overvalued and should thus be benchmarked 

with a comparable peer group as done below. 

10.3 Relative valuation of Danish Crown using multiples 

The relative multiple analysis of Danish Crown is based on the same average multiples ap-

plied on Tican to ensure consistency. The authors acknowledge that a comparison on equal 

terms may not be the most accurate approach, but allows a more comparable foundation for 

the two companies. Danish Crown is found to be relatively overvalued with a deviation from 

the peer group indication of 5.45%. In other words, Danish Crown is generating more value 

than what is predicted by its peers. The relative valuation is included below and is based on 

the peer group data in appendix 28 to 33.  

Table 10-6: Multiples analysis on Danish Crown based on (Bloomberg Terminal, 2016) 

Multiple summary Peer average multiple Danish Crown implied EV 

EV/Cash flow 9.3 20,336 

EV/Net income 22.4 37,007 

EV/Gross profit 4.9 42,385 

EV/EBITDA 6.0 22,406 

EV/Revenue 0.8 45,122 

Average peer implied EV Deviation 33,451 

Danish Crown EV -40.17% 35,273 
 

Table 10-6 show that Danish Crown is significantly overvalued through the DCF model rela-

tive to the multiple estimate terms of enterprise per operational cash flow and EBITDA and 

undervalued in terms of net income, gross profit and revenue. In comparison, Tican were un-

dervalued and overvalued within same categories, leading the authors to conclude that the 

differences relate to the peer group operating at better margins than the Danish slaughterhous-

es but also that the peer group is not necessarily directly comparable.  Due to the significant 

spread of 20,336 mDKK to 45,122 mDKK, the authors find it necessary to include sensitivity 

analysis on the enterprise value of Danish Crown as well. 
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10.4 Sensitivity analysis, Danish Crown 

The sensitivity analysis on Danish Crown exhibit a higher sensitivity than Tican in absolute 

terms due to the variation in terminal growth and WACC being based on a much larger basis, 

with the most likely enterprises estimated in the range of 31,024 and 40,986 mDKK. This 

corresponds to a deviation of -12% and 16% in relation to the base case, indicating similar 

relative sensitivity to the critical input as found in the sensitivity analysis of Tican.  If the 

WACC is changed from the current level of 6.40% to 6.0%, the value of Danish Crown in-

creases by 10%. Similarly, changing the terminal growth rate from 2.0% to 2.5% increases 

EV by 10%. 

Table 10-7: Sensitivity analysis - WACC on terminal growth, Danish Crown 

 

Despite the sensitivity of the enterprise of Danish Crown towards variations in critical input, 

the WACC applied is published directly in their annual report alongside a long-term terminal 

growth rate of 2% and thus the base case scenario of 35,273 is considered reasonable. 

 

Another key assumption in the valuation relates to the operational cost as shown in the table 

below. While distribution and administration are projected to remain stable as a percentage of 

revenue, an improvement of the production cost from the current level of 85.08% to the his-

torical level of 84.8% of revenue is included in the base case. Changing the production cost of 

84.8% that forecasted value drivers are expected to converge towards with an additional +/− 

0.50% results in an enterprise value of 29,253 to 41,293 mDKK. This corresponds to a per-

centage change of +/− 17% in enterprise value. 
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Table 10-8 : Sensitivity analysis - WACC on production cost, Danish Crown 

 

Conclusively, if the cost improvements do not converge towards the historical average in the 

base case and remains at the current production cost level of 85.08% the enterprise value 

would decrease by 9% to 32,263 mDKK. The research areas and sensitivity analysis conduct-

ed on Danish Crown and Tican stand-alone portray high uncertainties towards the critical in-

put variables applied in the forecasting procedure and should warrant caution when conclud-

ing on the attractiveness of the business case. To address this risk, the authors expand the 

business case analysis with an extensive scenario analysis as included in section 12.4. 

11 Business case 

The third area of the valuation chapter is the valuation of the proposed merger including the 

performance improvements and synergies that could have been created. The synergies are 

derived using two different approaches. The first approach derives the synergies as the residu-

al between the consolidated enterprise value and the sum of the two stand-alone enterprises 

values from section 9 and 10. The second approach discounts each of the following analysed 

synergies and derives the total value as the net of all positive and negative synergies and ad-

justments estimated. These two approaches provide consistent and equal results. The syner-

gies are thus derived in a “1 + 1 = 3” fashion in which the consolidated company is expected 

to deviate from the sum of the two stand-alone companies in the presence of synergies. 

The figure indicates areas in which the business case is expected to create cost and benefits, 

based on an extensive analysis of each of the synergies elaborated upon below. The net effect 

results in total synergies of 440 mDKK, after all debt, restructuring cost etc. has been paid. 
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Figure 11-1: Waterfall Chart: Present value of synergies from the business case 

 

11.1 The merger agreement 

A M&A transaction can be structured in numerous ways, depending on both payments to the 

target company and whether all assets and liabilities involved should be considered. The 

transaction between Danish Crown and Tican was structured as a merger, which implies that 

the activities of Danish Crown and Tican were to be combined in one company, continuing 

under the name of Danish Crown (Lund & Vorre, 2015). In cooperative mergers, the stronger 

cooperative generally takes over the weaker one (Williamson, 1987), which reflects the case 

at hand. The brands and products of both companies were to continue after the merger, alt-

hough owned by the new consolidated Danish Crown. The brands and products of both com-

panies are to continue after the merger, although under the new integrated Danish Crown. 

These brands include, but are not limited to, the ‘Pro-pak ready meals, Nove of ZM Nove,  

‘Direct Table Foods’, ‘Kirsty’s’ and the co-branded ‘Jensen’s klassiske’. In depth discussion 

of the brands is beyond scope for this thesis, as the split between brands and private label 

products are unknown. 

The agreement between Tican and Danish Crown does not imply the purchase of shares or 

cooperative capital with cash, but rather that new equity is issued to Tican’s cooperative 
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members, similar to a stock-for-stock merger. The stock-for-stock scheme implies that share-

holders of the target company swap their old stock for new stock in either the acquirer or the 

newly merged firm. The conversion ratio on the stock-swap depends on the value of each 

share in the two companies.  

Sources point towards Tican being merged into Danish Crown at a value corresponding to the 

equity in Tican a.m.b.a. minus 50 mDKK (Landbrugsavisen.dk, 2015) and are subject to a 

two-year equalization period. The cooperative members infuses equity value of 582 mDKK 

but are only compensated for 532 mDKK, thus implying a stock-swap conversion ratio of less 

than 1 : 1 from the perspective of Tican’s cooperative members. The equity issued to the new 

cooperative members in Danish Crown (former Tican members) is then adjusted over a two-

year equalization period which specifically means that the cooperative members of Tican 

would pay 0.25 DKK per kg in the first year and 0.10 DKK kg in the second year, after which 

the cooperative members are fully levelled out.  In other words, a cooperative member deliv-

ering a pig of 75 kg would lose 18.75 DKK/pig in the first year. In order to ease the transfor-

mation for Tican’s members in a period with very low notation prices, especially for the 

members who have entered Tican during the last 3 years, a financing scheme has been set in 

place to stretch the payment over 3 years, although only available to newer members (Land-

brugsavisen.dk & Smitt, 2015). The full effect on the cooperative member is determined in 

section 13 as it is too early to argue whether the members are better or worse off. 

The transaction implies that Danish Crown receives the following assets at a price of 1,244 

mDKK being paid in full by new equity issued to the new cooperative members in Tican. The 

table below illustrates how the stock-for-stock transaction imposes no cash changing hands. 

Table 11-1: Merger agreement, transfer of assets and payments to Tican 

Merger agreement mDKK 

Tangible Assets 768 

Intangible assets (excl. Goodwill) 63 

Other operational assets 933 

Other operational liabilities -597 

Total acquired net operating assets 1,167 

Goodwill 76 

Purchase price 1,244 

Cash balance in acquired company 6 

Long term debt holdings -805 

Issued new equity -582 

Other interest bearing assets 137 

Total cash payment throughout the year 0 
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11.2 Synergies and adjustments 

The analysed synergies can be divided into either operating or financial synergies. As is often 

the case in an intra-industry merger, most of the synergies come from the operations rather 

than financial synergies such as diversification etc. This is particular true for the proposed 

merger between Danish Crown and Tican, with the expected synergies coming primarily from 

marginal cost efficiencies.  

11.2.1 Sale of plant 

Tican and Danish Crown is found to have a joint market share of ~ 88% of slaughterings in 

Denmark in the strategic analysis. While the European Competition Authorities approved the 

merger, agreement could not be reached with the Danish Authorities under the suggested 

commitments from Danish Crown. The requirements, while not publically announced, could 

include the commitment to maintain a competitive price on the Danish market or ensure that 

the competitive environment did not change substantially. In previous large mergers such as 

Vestjyske Slagterier in 1998 (Christensen, 2000) or Steff Houlberg in 2001 (Kfst.dk, 2013) 

the merger approvals were conditioned by the Competition Authorities that Danish crown and 

the merging company were to sell off a functional slaughterhouse in order to obtain approval 

from the authorities. Given further consolidations on the market, it is likely that such require-

ments are demanded during the proposed merger between Danish Crown and Tican. Further-

more, the employees of Tican’s Thisted slaughterhouse have expressed concern about wheth-

er or not the slaughterhouse would remain open after the merger. 

Seen in light of the requirements on recent mergers, alongside the expectations of the coop-

erative members of Tican, it is believed to be very likely that the main production facility of 

Tican in Denmark, Thisted, will be sold as part of the merger agreement. 

In addition, since the exact requirement is uncertain, the authors include scenario analysis of 

different aspects that could impact the business case. For now, the analysis will assume that 

Danish Crown is able to sell the plant of Thisted to actors not directly in competition with 

Danish Crown and Tican. This assumption is relaxed in upcoming scenario analysis. 

The market value of the Thisted plant is not known and is thus based on the current level of 

property, plant and equipment in Tican. Tican has processing plants in both Poland and the 

UK as well as minor plants in Denmark such as the deboning in Ansager, Denmark. Thisted, 

however, is the main facility of slaughtering pigs in Tican. The book value of PPE in Tican 

2013/14 was 768 mDKK. Since Thisted is the key primary processing plant it is assumed that 

40% of the total PPE relates to Thisted at a total book value of 307 mDKK in 2013/14. How-

ever, selling the plant would, although required by the Danish Competition Authorities, not 
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realistically result in a price at full value. Rather, given that few or none remaining competi-

tors are large enough to purchase the plant, it is assumed that 20% of the plant value, resulting 

in 61 mDKK, can be sold in 2015. Furthermore, it is assumed that 25% of the plants machin-

ery, inventory and other production related assets totalling 77 mDKK are transferred to Dan-

ish Crown’s facilities during the merger. This imposes a write-down on tangible and intangi-

ble assets of  307 − 77 = 230 mDKK as the transferred assets are now decreased substantial-

ly (Sørensen, 2012). 

In response to the sale of Thisted plant, and given that Danish Crown pre-merger has opti-

mized capacity by shutting down affiliates in the UK and one in Sæby (Danish Crown, 

2014b), it is unlikely that Danish Crown can facilitate the full surge of 1.901 million pigs 

from Tican without the Thisted plant, without undergoing significant capacity investments on 

their current facilities. These investments are critical in ensuring a stable top line development 

and, based on historical continuous capacity investments, is expected to equal 245 mDKK, 

distributed with 170 mDKK the first year, 50 mDKK the second and 25 mDKK by 2016/17. 

Secondly, the current machinery of Danish Crown may have to be altered to facilitate the 

products that Tican produced on Thisted. While the majority of the more complex and differ-

entiated products are produced on other plants than Thisted, some products will still be specif-

ic and adjustments in the production is thus needed – this is expected to be 15mDKK per year 

for the first three years. 

Table 11-2: Total assets transferred during the merger, net of sale 

Assets 2014 2015 2016 2017 2018 2019 2020 

Book value of Thisted plant 307 -307           

Transferable machinery   77           

Net effect on assets   -230           

Capacity investments   170 50 25       

Capacity improvements   15 15 15       

Total effect on assets   -45 65 40       

 

11.2.2 Additional restructuring cost 

The capacity expansions argued above, while having up-front effects on the NIBD, are not 

expected to take full effect immediately. In other words, as the Thisted plant is sold off, Dan-

ish Crown is unlikely to produce all the 1.901 million pigs at their plants, however, given the 

Articles of Association are forced to purchase them off its cooperative members. 

Given the recent sale of two affiliates, the authors assume that only 30% of the production can 

be facilitated directly at Danish Crown during the first year, which accounts for 570 million 
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pigs or an additional 11 million pigs per week on the current facilities of Danish Crown at an 

increase of 3.6% compared to its current level of activity (Danish Crown, 2014b). As the ca-

pacity adjustments begin to take effect during the second year, the ratio is increased to 80% 

and ultimately 100% of the production of Tican by the third year. The remaining 70% of the 

production immediately following the merger is expected to be produced during overtime, as 

was the case with Steff Houlberg, or ultimately exported or frozen down till capacity con-

straints were relaxed. The two scenarios are given 35% of Tican’s production each. 

The 35% of Tican’s current volume associates with overtime production or night shifts, and 

thus impose a higher relative production cost per kg. This approach was observed during the 

merger between Danish Crown and Steff Houlberg (Danish Crown, 2002). Based on 665 mil-

lion pigs and an overtime premium of 25% on production costs the total effect result in a neg-

ative synergy of -401 mDKK in 2014/15 and -117 mDKK in 2015/16 as the overtime propor-

tion is reduced to 10%. 

The remaining 35% are unlikely to be produced on Danish Crown’s facilities due generally 

very little excess capacity available (Danish Crown, 2014a), however has to be purchased by 

the cooperative members due to the Articles of Associations of the cooperative (Danish 

Crown, 2014b). Danish Crown then faces two possibilities; they can export the animals as 

livestock, albeit at a lower margin than obtained through processing, or they can freeze the 

animals until capacity is restored however the prior method is assumed most applicable. Both 

methods have been used by Danish Crown in the event of overcapacity (Danish Crown, 

2014a). 

Pork is regarded a commodity and is traded publically at a price of 14 DKK per kg at the time 

of the merger (Indexmundi.com, 2016) whereas a sale of fresh meat or processed meat con-

tributes to an average of 36 DKK per kg based on total revenue divided by total kg produced. 

After subtracting operational costs the produced meat has an EBITDA effect of 1.3 DKK per 

kg, whereas the exported meat has an effect of only 0.5 DKK per kg and is thus, less profita-

ble. The exact loss from exporting meat, rather than producing it, has been estimated to a 40% 

reduced profit effect. On the one hand the exported meat does not result in any production 

costs, but on the other hand the exported pigs are subject to substantially higher distribution 

costs. The total reduction of Tican’s revenue streams in 2014/15 due to the export of 665 mil-

lion pigs result in a loss of -729 mDKK and -213 mDKK in 2015/16 where only 10% of the 

pigs are assumed exported. 

Finally, restructuring costs from due diligence on the merger is expected to result in costs of 

90 mDKK which was the fee faced by Danish Crown during the merger with Steff Houlberg 

(Danish Crown, 2002). The effects from this section are summarized in the Table 11-3. 
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Table 11-3: Restructuring costs from capacity constraints and due diligence 

Restructuring costs PV 2015 2016 2017 

% of pigs handled at DC facilities directly   30% 80% 100% 

% of pigs produced at DC facilities with overtime 

hours   35% 10% 0% 

% of pigs exported at lower margin   35% 10% 0% 

Discount during integration -873 -729 -213 0 

Overtime during integration -480 -401 -117 0 

Advisory fee  -85 -90     

11.3 Revenue synergies 

The revenue synergies estimated are based on an “outside-in” approach as proposed by Koller 

(Koller et al., 2010). The outside-in approach, while most applicable on operational cost syn-

ergies, allow the authors to take an external perspective and move inwards to ensure that syn-

ergies from various sectors are analyzed. 

The business case includes two types of revenue synergies, both considered external synergies 

in the outside-in approach as internal revenue synergies are often difficult to quantify. One 

positive synergy is from increased market power in Denmark and one negative synergy from 

a price decline in shared markets is found. 

11.3.1 Monopolistic behaviour in Denmark 

The first revenue synergy applies to the Danish market where the consolidated company with 

face an opportunity to increase their market power, assuming the Thisted plant was not sold to 

a competitor which is included in the scenario analysis. The consolidation of Danish Crown 

and Tican would infer a joint market share of 87.5%. Although the general volume growth of 

pigs in Denmark is declining, Danish Crown and Tican are expected to maintain their market 

shares due to strong ties between cooperative members as suppliers and owners. The remain-

ing actors in the Danish slaughterhouse industry are considerably small and fragments and 

typically sell niche products not directly comparable with Danish Crown and Tican’s portfo-

lio, thus allowing the merged company to effectively act as a monopolist.  

Three reasons are highlighted that may further limit the potential synergy from exercising 

monopoly power. The first stems from the structure of the market, as analyzed in the Porter’s 

Five Forces analysis. The retail customers are highly consolidated and have strong bargaining 

power, whilst vertical consolidation in the food production industry might be necessary to 

maintain margins in response to the increased pressure from strong retail customers. Second-

ly, the increasing import of foreign meat to Denmark, especially from Germany, limits the 
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price increase that monopoly power would otherwise allow. Finally, the Competition Authori-

ties have expressed concerns about the merger and may require the sale of Thisted plant to a 

competitor or require that Danish Crown engaged in competitive prices after the merger. The 

following scenario analysis of 10.4 will conclude what would have happened if the plant was 

sold to a competitor, or if revenue synergies through monopolism were unrealizable.  

Despite the arguments listed above, it is believed that the consolidated market share of 87.5% 

will have some effect on the price that can be charged on the consumers, as the alternative 

would be to purchase foreign meat exclusively. The price growth rate in Denmark is thus ex-

pected to grow at an additional 0.5 percentage points in 2016 and 2017 before scaling towards 

an additional revenue growth of 0.25 percentage points as foreign competitors would seize the 

opportunity and increase exports, if the prices in Denmark were to rise. The price elasticity of 

demand on pork is relatively high (Andreyeva et al., 2010) and thus leads to a decline in vol-

ume assumed to be -0.05 percentage points in the two years following the merger, scaling 

towards -0.01 percentage points in 2020. The effect only takes place in Denmark, which ac-

counts for roughly 10% of the total revenue, as this is the only market where the consolidated 

company is considered large enough to exercise monopolism. While the companies are also 

relatively strong in other markets such as the UK and Germany, Denmark is the only market 

in which the company would obtain markets shares large enough to exercise monopoly. 

The result is a positive synergy with a present value of 326.8 mDKK from operations attribut-

ed to Danish Crown and 30.1 mDKK for that of Tican, at a total value of 356.9 mDKK. 

Table 11-4: Revenue synergies through monopolistic behaviour on Danish markets 

Monopoly effect in Denmark PV 2015 2016 2017 2018 2019 2020 

Negative Volume Effect   0.00% 0.05% 0.05% 0.03% 0.03% 0.01% 

Positive Price Effect   0.0% 0.5% 0.5% 0.4% 0.4% 0.3% 

Revenue adjustment on DK mar-

ket   0.0% 0.4% 0.4% 0.3% 0.3% 0.2% 

Monopoly effect, Danish Crown 326.8 0.0 26.8 27.1 19.6 19.8 15.0 

Monopoly effect, Tican 30.1 0.0 2.5 2.5 1.8 1.8 1.4 

Total effect in DK 356.9 0.0 29.3 29.6 21.3 21.6 16.4 
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11.3.2 Cannibalization 

The second revenue synergy relates to all other markets than Denmark. In a merger between 

companies that operate within the same industries cannibalization of sales is often a potential 

risk, especially considering the high overlap of products offered. The sales-team of Danish 

Crown may lack the knowledge and customer relationship to engage in cross-sale with Ti-

can’s products and services, which could potentially offset negative cannibalization effects.  

Danish Crown and Tican are both considered providers of high quality products within the 

overall food industry, including both fresh meat and processed products, which could ulti-

mately lead to cannibalization of sales. For Danish Crown and Tican, cannibalization is con-

sidered quite likely given the resemblance of their products, brands and competitive position-

ing. Danish Crown and Tican may face difficulties in selling their products, as they both ex-

port the majority of their products from Denmark where they are obliged to purchase meat 

from their cooperative members as stated in the Articles of Association (Danish Crown, 

2015d). Thus, rather than lowering output, it can be argued that the consolidated company 

would lower prices to ensure that all the products are be sold and to accommodate the over-

laps in products. Lowering prices comes natural following a merger due to the increased 

economies of scale and efficiencies that may arise (Sheen, 2014). 

Studies on mergers with common products has found across a number of companies, indus-

tries and products that quality converges but also that prices decline following the merger. 

The synergies and economies of scale allow the companies to cut costs and lower prices, an 

effect that was found to be only significant in the first two to three years following the merger 

and leveling off thereafter (Sheen, 2014). The price decline from cannibalization is based on 

the results of Sheen and is estimated to have a negative effect of 5% on prices immediately 

following the merger, declining towards 3% and 1% in 2015 and 2016, respectively. The ef-

fect is argued to be transitory and does not affect the on-going pricing by the merging compa-

nies, but reflect the necessary price reduction required to sell the increased number of prod-

ucts on shared markets. 

The isolated effect is negative, however should be compared to the duplicate marketing costs 

that can be saved during the consolidation. The cost synergies are highlighted in the following 

section. The full analysis on cannibalization and monopolism is included in appendix 71 and 

72, respectively, which portray a much more detailed insight in the various inputs behind the 

results, and how exactly the increased price growth affect the forecasted revenue streams of 

Danish Crown and Tican, respectively. The cannibalization effect is estimated to -397.7 

mDKK, albeit the majority of the negative synergy stems from Danish Crown.  
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Table 11-5: Cannibalization effect on shared markets 

Cannibalization effect PV 2015 2016 2017 2018 2019 2020  

Price effect annually   5.0% 3.0% 1.0%       

Danish Crown, stand-alone reve-

nue   59,421 61,783 64,537 67,564 70,913 74,547 

Danish Crown, merged revenue   59,386 61,698 64,429 67,451 70,794 74,422 

Cannibalization Effect, DC -373.3 -35.2 -84.6 -108.2 -113.3 -118.9 N/A 

Tican, stand-alone revenue   5,207 5,324 5,497 5,693 5,907 6,150 

Tican, merged revenue   5,205 5,318 5,490 5,685 5,899 6,142 

Cannibalization Effect, Tican -24.42 -2.4 -5.5 -7.1 -7.4 -7.6 N/A 
 

11.4 Cost synergies 

Cost synergies are typically the most reliable source of synergy and are more easily achieved 

than revenue synergies. Moreover, cost synergies are characterized with fast implementation 

and perpetual results. The issue of cost synergies is not the realization, but ensuring that the 

remainder of the operation can continue to function at a lower cost level (Koller et al., 2010). 

The synergies are estimated using an “outside-in” approach, as described by Koller (Koller et 

al., 2010). The outside-in approach initiates with knowledge on the external environment, 

provided by the strategical analysis, and moves inwards to more internal analysis. The authors 

are unable to estimate the inner-most level recognized by insider information from the com-

pany’s management team and will thus rely on a set of assumptions (Koller et al., 2010). 

The argued synergies are captured in new value drivers, which are summarized at the end of 

each section. The value drivers are then used to forecast the free cash flows of the business 

case, taking into account all on-going synergies the company may receive. The full analyses 

of synergies are listed in appendix 64 to 70 and the value drivers are created in appendix 74. 

11.4.1 Cost reductions through increased purchasing power 

The level of cost synergies depend on whether Danish Crown and Tican, through consolida-

tion, can obtain a more competitive price on raw materials used as input in their production. 

Increased purchasing power is common during a merger, but may not apply on Danish Crown 

and Tican, as the cooperative members optimize both as suppliers and owners in the compa-

ny. A higher quoted price would result in lower margins of the company, and thus a lower 

supplementary price received in dividend at the end of the year. The effect is ambiguous and 

the authors do argue for changes in the quoted price in the forecast period.  
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Furthermore, the quoted price is to a large extent priced by the market, implying that Danish 

Crown and Tican are price takers, however may influence the level of supplementary pay-

ments at the end of year. 

11.4.2 Cost reductions through marginal efficiency 

The middle layer of the “outside-in” approach intends to estimate two types of synergies gen-

erated marginal efficiency and layoffs, respectively (Koller et al., 2010). As the authors state 

in previous sections, the slaughterhouse located in Thisted is expected to be sold due to the 

Competitive Authorities in Denmark. The Thisted plant is the only slaughtering facility of 

Tican in Denmark and furthermore processes a large share of the meat processed in Denmark 

with the smaller plant in Ansager only producing hams and sausages. The 1.9 million pigs 

slaughtered in Thisted, thus has to be handled on Danish Crown facilities.  

The movements to Danish Crown’s facilities impose a series of costs and constraints, which 

are considered in subsequent sections. This section intends to assess the potential synergies 

that may arise through economies of scale and production efficiencies. In the three latest 

years, Tican had an average cost of production per kg of 31.3 DKK assuming an average 

weight of each slaughtered pig of 75 kg. In Danish Crown, who also slaughters cattle, the 

production cost per kg was found to be 29.7 DKK assuming an average of each slaughtering 

of 75 kg. Thus, for each kg produced in Tican, Danish Crown is able to do the same work for 

1.6 DKK less.  

The authors conclude that Danish Crown are unlikely to gain the full effect of 1.6 DKK for 

each kg delivered from Tican, for several reasons. First of all, the total production cost used to 

estimate the cost per kg accounts for all costs related to production,  including slaughtering 

but also processing costs from facilities engaged in highly differentiated products, and thus 

does not only associate with the cost of handling 1 kg meat. Furthermore, Tican has a higher 

percentage of processed food than Danish Crown and thus, all else equal, are exposed to high-

er production costs per kg due to a longer supply chain of processed products. Lastly, both 

companies source an unknown amount of meat directly in foreign markets rather than slaugh-

ter themselves, which could skew the result slightly – the majority of the raw materials how-

ever still come from animals slaughtered directly at the companies’ facilities. The authors 

estimate that 50% of the marginal efficiency is realistic to achieve in Danish Crown. Assum-

ing a cost saving of 0.8 DKK per kg, on a total of 142,1 million kg, the perpetual cost saving 

of handling pigs at Danish Crown has a present value cost saving of 2,363.9 million DKK. 

The reduced volume in 2015 and 2016 are caused by capital constraints which are elaborated 

upon in later sections. 
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Table 11-6: Marginal production efficiency 

Financial synergies, residual PV 2015 2016 2017 2018 2019 2020 

Tican total kg in millions   142 143 143 145 146 147 

Reduced kg due to inc. Export    -50 -14         

Total kg subject to cost synergies   92 129 143 145 146 147 

Cost saving per kg   0.8 0.8 0.8 0.8 0.8 0.8 

Total cost saving 2363.9 73 101 113 114 115 116 

 

11.4.3 Cost reductions through layoffs 

The plant had a total of 650 employees, which is assumed to be distributed with 80% produc-

tion, 10% administration and 10% distribution offices based on the average distribution of 

Tican (Tican, 2014a). Thus, the plant consists of 520 production, 65 administration and 65 

distribution employees, respectively. 

The average salary per employee workers in Tican has been found to 296.173 DKK, based on 

2297 employees and a total salary payment of 680.3 mDKK as of 2014. The wage in 2015 to 

2020 has been adjusted by the forecasted income growth rate in Denmark (Danish Ministry of 

Finance, 2015).  

The marginal production efficiency as argued above should be understood as one production 

employee in Danish Crown being more efficient than one in Tican. In other words, Danish 

Crown requires fewer production workers than Tican to facilitate the total production of 

1.901.000 pigs from Tican. The authors have estimated much can be saved per year, how 

much one production worker earns, and can thus deduce how many production workers Dan-

ish Crown should hire, to facilitate the new 1.901.000 slaughterings. The authors find that 

Danish Crown requires 278 of the 520 production employees immediately after the merged, 

which is reduced to 161 in 2017 at which point the total amount of employees transferred re-

sult in the total cost savings achieved. The calculation is shown in Table 11-7. 

Table 11-7: Total production layoffs to achieve estimated marginal efficiency 

Production layoffs 2014 2015 2016 2017 2018 2019 2020 

Forecasted wage mDKK   0.30 0.31 0.32 0.32 0.33 0.34 

Total layoffs   242 87 30       

Cumulative total layoffs   242 329 359       

Remaining employees 520 278 191 161 161 161 161 
 

Furthermore, the authors argue that 20% of the administration and distribution employees can 

be considered duplicates and are already maintained within Danish Crown. This accounts for 

13 layoffs within administration and distribution, respectively, for a total of 26 duplicate em-
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ployee positions. Duplicate positions could refer to analysts, market researchers, cost control-

lers, supply line management etc. The cumulative cost saving from the 26 overheads account 

for 3.9 mDKK increasing to 4.5 mDKK by 2020 as the relative wage per employee increases. 

Table 11-8: Total overhead reduction and implied cost saving 

 

The total cost savings on slaughtering pigs at Danish Crown rather than Thisted and the recur-

ring overhead reduction from duplicate layoffs during the sale of Thisted plant result in a total 

saving of 2,546.7 mDKK in present values. The administrative and distributive cost savings 

refer only to the Thisted plant, however general improvements through all administrative and 

distributive activities may follow the merger. These will be analysed in the section below. 

11.4.4 General efficiency improvements 

The final layer of the “outside-in” approach attempts to estimate the potential of effiency 

gains, such as completing the same task using fewer resources, which could arise from the 

newly merged firm (Koller et al., 2010). The authors base the assessment on the previous 

merger between Danish Crown and Steff Houlberg in 2002 by comparing the relative distribu-

tion and administration costs as % of revenue before and after the merger. This approach pro-

vided no significant insight in the economies of scale obtained from the merger due to the 

effect likely being camouflaged within the yearly operations (Danish Crown, 2002). Rather, 

the authors acknowledge that efficiency gains may follow the merger and reduce the adminis-

trative and distributive costs by 2% for Tican, resulting in a cumulative present value effect of 

1.3 mDKK within both offices. 

The authors find it unreasonable to argue for additional efficiency gains within production as 

efficiency improvements and tight cost control has been a goal for both companies for the last 

financial periods, making it unlikely that there will be many obvious places to cut additional 

costs besides the marginal production efficiencies (Danish Crown, 2014b; Tican, 2014a). 

11.4.5 Cost saving from management remuneration 

Savings on the remuneration to management and board of directors is a common synergy 

which can relatively easily be achieved, although dependent on compensation agreements. By 

merging the two firms, an opportunity to more fully utilize the existing managerial expertise 

Overhead cost savings PV 2015 2016 2017 2018 2019 2020 (T)

Production layoff (Previous) 242 87 30

Cost saving 2,363.9 73 101 113 114 115 116

Administration layoff 13

Cost saving 91.4 3.9 4.0 4.1 4.2 4.3 4.5

Distribution layoff 13

Cost saving 91.4 3.9 4.0 4.1 4.2 4.3 4.5

Total cost saving 2,546.7 81 109 121 122 124 125.2
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or perhaps even acquiring new managerial expertise arises but more important, merging al-

lows for the merged company to eliminate duplication of services (Williamson, 1987), de-

creasing the number of managers needed. With the merger, the current management of Danish 

Crown will be given the responsibilities and cost associated with the excess managers cost 

associated can be saved, resulting in a positive cost synergy. Furthermore, the current auditors 

of Tican are no longer needed in the integrated company, since audit will now be performed 

on the integrated company by the auditors of Danish Crown. 

The remuneration of Tican is assumed to grow with the general wage growth and while dupli-

cate roles can be removed by extending responsibilities of the management in Danish Crown, 

only 80% of the managers are expected to be redundant. Furthermore, while the merger was 

to take effect from the 2014/15 financial year and due to managers being unable to fire imme-

diately, the effect is expected to take effect from 2015/16 onwards. Auditing on the other hand 

is expected to take place from the first financial year after the merger with 100% savings. 

While the fees to auditors and management in Danish Crown are assumed to increase with the 

integration of Tican’s operations, the majority of the audit fees can be saved. The increased 

audit fee for Danish Crown is automatically captured due to the sales driven forecast ap-

proach. The total saving from remuneration and auditor fees accounts for 179.3 mDKK. 

Table 11-9: Remuneration and auditor fees, excluding compensation severance packages 

Remuneration and auditor fees 2014 2015 2016 2017 2018 2019 2020 

Remuneration, Tican   5.8 5.9 6.1 6.2 6.4 6.6 

Savings remuneration 80% 103.7   4.7 4.8 5.0 5.1 5.3 

Auditor fees, incl. Other advisory 

fees 75.6 3.1 3.2 3.3 3.5 3.6 3.7 

Total cost savings 179.3 3.1 8.0 8.2 8.4 8.7 9.0 

 

11.4.5.1 Compensation for laid off employees 

The cost savings due to marginal efficiency and duplicative offices within administration and 

distribution includes layoffs of employees during and after the merger. When laying off em-

ployees, a designated reduction should be assigned to the positive cost synergies as the fired 

employees are subject to a severance check.  

Neither the articles of association and annual reports of Danish Crown, nor Tican, provide any 

detail of the compensation system applied when laying off employees. The authors base the 

severance packages on a newspaper article from 2013 pointing towards Danish crown reim-

bursing their fired employees with a package based on their seniority (Dyrberg & Avisen.dk, 

2013). The employee is to receive a compensation of 10.000 DKK for each year of seniority 



  

Page 90 of 131 

 

in Danish Crown, up to a maximum of 3 years, and an additional two months of salary, which 

is considerably low. 

Table 11-10: Total compensation packages for operational and managerial employees 

Fired employees PV 2015 2016 2017 2018 2019 2020 

Production   242 87 30       

Distribution   13           

Administration   13           

Severance per worker (mDKK)   0.080 0.081 0.083       

Total ground staff severance -28.5 -21.5 -7.1 -2.5 0.0 0.0 0.0 

Management severance (18m salary)     -4.7 -2.4       

Total compensation package -34.7 -21.5 -11.8 -4.8 0.0 0.0 0.0 
 

When quantifying the compensation costs for the fired employees, the authors assume an av-

erage of at least three years of seniority. The two month salary reimbursement is based on the 

current wage of 296.173 DKK and the forecasted wage growth (Danish Ministry of Finance, 

2015). The total compensation package for each operational employee in 2015 accounts for 

roughly 80.000 DKK, resulting in a total of 21.5 mDKK.  

The management remuneration cost savings also infer a compensation package, albeit much 

larger than the relative compensation paid to the operational employees. Sources point toward 

an average managerial compensation package of 12 to 18 months’ salary. The authors apply 

the conservative option of 18 months in the estimation, which result in a cost of 4.7 mDKK 

the first 12 months following the merger, and an additional 2.4 mDKK by 2016/17 divided 

among the laid of managers. 

11.4.5.2 Total cost saving and creation of new value drivers 

The synergies in the estimated above are incorporated in the value drivers applied on the 

sales-driven forecast. The new value drivers are estimated by summing the pre-merger opera-

tional stand-alone costs of Danish Crown and Tican, respectively, and adding the estimated 

synergies. The new total cost is then divided with the merged revenue to calculate a set of 

new cost value drivers as % of revenue as suggested by the “outside-in” approach (Koller et 

al., 2010). 
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Table 11-11: Consolidated value drivers as % of revenue based on synergy estimates 

Value drivers as % of reve-

nue Historical 2015 2016 2017 2018 2019 2020 

Revenue synergies 0.0 -1.2 -0.4 -0.1 -0.1 -0.1 0.0 

Production cost -85.0 -85.2 -85.1 -85.0 -85.0 -84.9 -84.8 

Distribution -6.7 -6.6 -6.6 -6.6 -6.7 -6.7 -6.7 

Administration -2.5 -2.5 -2.5 -2.5 -2.5 -2.5 -2.5 

Other operating cost 0.3 0.3 0.3 0.3 0.3 0.3 0.3 

Special items and restructuring 0.0 -1.3 -0.3 -0.1 0.0 0.0 0.0 

EBITDA 6.2 3.5 5.4 6.0 6.1 6.1 6.3 

 

Table 11-11 shows a significant drop in the EBITDA following the merger, caused by heavy 

upfront investments as reflected in the special items and restructuring as % of revenue. This 

drop is consistent with a the reduction in EBITDA following the merger between Danish 

Crown and Steff Houlberg (Danish Crown, 2002). The EBITDA slowly increases as the cost 

savings and other on-going effects begin to take effect reaching a lvl of 6.3% by 2020.  

The results are interesting as the EBITDA does not increase much compared to the historical 

average of 6.2%. Several reasons are raised as to why the isolated effect of the merger with 

Tican does not impact the margins more. First of all, Tican is producing significantly more 

processed food products which, when measured as a % of revenue, has a higher production 

cost and thus lower margins. Secondly, Danish Crown has historically merged or acquired a 

large amount of smaller companies, such as Tican, thus hiding the isolated effect of Tican. 

Finally, the merger with Tican while definitively motivated by securing a steady inflow of 

raw material, may not have included an increase in operational margins, but rather have been 

to maintain the current level of 6.3% which is considered very high given the peer group 

average of only 4.2% (Bloomberg Terminal, 2016). The continuous consolidation, both 

horizontally and vertically, enables Danish Crown, through the presence of synergies and 

economies of scale, to maintain a large operational margin in an industry with relatively low 

profitability.  
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11.5 Financial synergies 

As argued in the theory section, synergies may arise from operational or financial activities. 

While financial activities do not refer directly to the core operational activities of the two 

merging companies, it does have a significant impact on the assessment of the business case. 

11.5.1 Consolidated tax and depreciation basis 

The consolidation of Danish Crown and Tican may impose a series of tax implications. Cash 

acquisitions generally create taxable gains for the target shareholders, while stock-for-stock 

transactions do not (Tax.dk, 2016). Thus, the cooperative members are not exposed to a direct 

taxation due to the merger.  

The two merging companies are taxed following Danish cooperative taxation guidelines, 

which rely on the relative taxable assets Danish Crown is subject to a lower efficient tax than 

Tican, however maintains a higher proportion of intangible and tangible assets, which all else 

equal should result in a higher efficient tax rate in Danish Crown. The authors highlight a se-

ries of explanations that may help the reader understand the variation in taxation and tangible 

assets subject to depreciation. 

First of all, the balance sheet meant for taxation purposes may differ substantially from the 

reformulated balance sheets of Tican and Danish Crown in appendix 13 and 20, respectively. 

Secondly, Tican has a higher efficient tax rate due to declining revenue streams following the 

Russian embargo which, in turn, has increased the inventories and thus the taxable assets sub-

ject to cooperative taxation. Finally, Danish Crown may simply have an increased proportion 

of taxable assets in the reformulated intangible and tangible assets line item. Without exact 

knowledge about which assets are taxable, and whether this is on market value of book value, 

the authors are unable to determine which of the three arguments may explain the variation. 

The consolidation of the two entities results in a total financial synergy of 11.1 mDKK due to 

Tican being taxed at a lower efficient tax than obtainable internally. The authors are aware 

that the consolidation may change the distribution of the taxable assets to revenue ratio, and 

thus the underlying efficient tax rate. However, without access to the accounting statements 

meant for taxation purposes, the authors are unable to conclude further on this aspect. 

The depreciations in the consolidated company will, all else equal, decline due to the Thisted 

plant being sold. The decreased depreciations, and thus lost underlying tax deduction based on 

these, have a relatively large impact in the business case with a present value of -794,9 

mDKK, however does not have any cash flow effect and are added back when calculating the 

free cash flows. They do, however, decrease the tax benefit argued above, which is already 

included in the 11.1 million DKK estimated in Table 11-12. 
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Table 11-12: Financial synergies, depreciation and taxation 

Financial synergies, residual PV 2015 2016 2017 2018 2019 2020 

Depreciation -794.9 38.6 -57.4 -48.0 -40.4 -41.9 -40.7 

Taxation 11.1 162 44 6 1 2 -11 

 

11.5.2 Implications on leverage and NIBD 

The stock-for-stock transaction does not imply any cash changing hands between the mem-

bers of Danish Crown and Tican, however there are several factors that may impact the finan-

cial leverage of the consolidated entity. The merger consists of assets, liabilities and equity 

from both Danish Crown and Tican which, all else equal, implies a higher debt level in abso-

lute terms. Up-front costs (or benefits) associated with the merger may further increase (or 

decrease) the consolidated net-interest-bearing debt. 

On the one hand, the merger piles together the assets, liabilities and equity of Tican together 

with Danish Crown that, all else equal, imply a higher debt level for the newly-merged com-

pany. On the other hand, the authors estimate a series of costs (or incomes) associated with 

the merger, which may further increase (or decrease) the new net-interest-bearing debt. In 

addition to the direct debt transfer, the merger is associated with several costs due to restruc-

turing, capacity investments, severance payments and auditor fees which all contribute to a 

higher net-interest-bearing debt level which in the estimated business case increase by a total 

of 1,365 mDKK, including the infused debt of 662 mDKK from Tican. A full break-down of 

the various items contributing to the increased NIBD is included in appendix 70. 

The increased NIBD concludes a new NIBD-to-EBITDA ratio of 6.9 which is substantially 

higher than the target of 3.5 proposed by Danish Crown (Danish Crown, 2014b).  

The current NIBD-to-EBITDA ratio of 6.9 is suboptimal for the cooperative members in Dan-

ish Crown and thus the authors conclude an annual repayment of 5% of the excess debt above 

what is required to reach a target ratio of 3.5, which is financed by an equal reduction in the 

available free cash flows to equity subject to dividends. The authors acknowledge that debt 

repayments from funds otherwise available as supplementary payments may cause dispute 

among cooperative members, however the increased debt level following the merger may 

increase the financial distress risk of Danish Crow ultimately increasing the solvency risk 

(Petersen & Plenborg, 2012, p. 258). 
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Table 11-13: Debt repayments to facilitate increased leverage post-merger 

Net-interest-bearing debt 2015 2016 2017 2018 2019 2020 

Initial NIBD-to-EBITDA ratio 6.9 4.5 4.0 3.9 3.8 3.6 

Debt repayments on excess debt, 5% -384 -174 -103 -85 -71 -34 

Adjusted NIBD-to-EBITDA ratio 6.7 4.3 3.8 3.7 3.6 3.5 

 

At an assumed annual repayment rate of 5% on the excess cash, resulting in a debt repayment 

of 382 mDKK in the first year, allow the consolidated company to reach the target NIBD-to-

EBITDA ratio of 3.5 by the terminal year. This comes at a cost of decreased dividends in 

2015 which has to be weighed with the increased dividends obtained through potential syner-

gies during the merger. The exact impact on cooperative members is included in section 13.  

Despite a recurring debt repayment, the value driver of NIBD as % of invested capital applied 

in the sales-driven forecast, which already takes into account the adjustments in NIBD as seen 

in appendix 70, is increasing slightly. This is a caused by the invested capital declining at a 

faster rate than the NIBD, thus making the NIBD as % of invested capital increase slightly, 

albeit being based on a lower invested capital as % of revenue. 

11.5.3 Implications on the cost of capital 

The increased financial leverage in the consolidated company outlined above may impact the 

applied cost of capital used in evaluating the business case. As the consolidated company be-

comes more leveraged, the weight attributed to debt owners increases relatively to equity 

owners. Consequently, the WACC is expected to decline as the required return on debt is 

lower than the required return on equity (Petersen & Plenborg, 2012, p. 245). Cost of debt 

may however increase due to higher risk.  

Consequently, the applied WACC of 6.40% may decrease immediately following the merger, 

however is expected to converge towards the current level as the excess debt is repaid and the 

financial leverage settles at the current level. 

Alternatively, the WACC could be recalculate at the beginning-of-year following the merger, 

which would slowly increase as the leverage of the merger decreased. The increased WACC 

following the merger would, all else equal, result in a lower market value of equity and thus 

further increase the leverage concluding another recalculation of the WACC. The approach 

would require the use of circular references and iterations which was concluded to add little 

value for the reader given the scope of this thesis. Furthermore, the relative size of Tican’s 

debt limits the effect. Rather, the authors assume a constant WACC of 6.40% throughout the 

merger. 
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11.6 Additional aspects 

In addition to the synergies outlined and estimated in the research area above, the authors 

have excluded a series of potential could-have-been synergies to avoid over/under-estimating 

the business case by adding highly uncertain synergies. 

Additional top-line effects, such as increased brand recognition and cross selling, are exclud-

ed as the effects are expected to be limited given the individual brands of Tican and Danish 

Crown continue independently in the merged company. All private-label products would, 

however, benefit from the merger as the private label products, previously under Tican’s con-

trol, would now be in a better position in terms of marketing with increased sales resources 

and higher purchasing power, but the effect is difficult to estimate and thus excluded. 

Further adjustments regarding renegotiations of contracts and decreasing the number of sup-

pliers to lower procurement costs, while providing a substantial benefit, has been excluded to 

the difficulties in quantifying the effect. It is quite possible that better contracts could be ne-

gotiated given the size of the new company relative to Tican’s pre-merger size and should be 

explored by the management. The 2% improvement in distribution and administration cost 

could also be realized by procurement improvement. 

An interesting, but unexplored, aspect that has not been directly quantified is that Tican and 

Danish Crown together own 100% of the shares in the subsidiary DAT-Schaub, in which they 

possessed 10% and 90% of the shares prior to the merger, respectively. Although the control-

ling share was already possessed by Danish Crown, the full ownership may provide some 

managerial and administrative synergies that should be explored by managers. 

Furthermore, stabilizing the raw material supply in Denmark is a key motivating factor for 

Danish Crown. While the effect is not calculated directly, the merger would decrease risk on 

the important Danish raw material market, on which Danish crown is currently experiencing 

competition. 

Finally, the consolidated company may increase the innovation of products and production 

through R&D which are critical when competing on a global meat market where price and 

positioning are key parameters for success. Danish Crown engage in R&D for instance 

through the “Golden Room”. Here chefs can get premium and exclusive cuts who provide 

feedback and can order the required quantity needed with great flexibility. This approach 

strengthens the relationship between Danish Crown and their customers while providing criti-

cal feedback and input to product development (Holm, 2012). Similarly, Tican has had suc-

cess with developing specialized products for key markets, such as honey-cured bacon for the 

Finnish market (Tican, 2015). Furthermore, Danish Crown continuously explores opportuni-
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ties to increase the yield on a pig by exploring how to optimize processes and use the waste 

products (Mandagmorgen.dk, 2014). R&Do includes initiatives directed towards the coopera-

tive members to increase quality, such as optimal feeding input and how to decrease the anti-

biotics used in breeding. Given that R&D is of such importance for both companies it may 

provide additional insights to explore the competitive position during the merger in terms of 

product development, however data has been unavailable on this matter. 

12 Valuation of the business case  

12.1 Combined pre-merger enterprise value 

The consolidated enterprise value is calculated by summing the free cash flows estimated in 

the stand-alone valuation of Danish Crown and Tican in section 9 and 10, respectively. The 

valuation, given the same assumptions regarding WACC and terminal growth, is simply the 

sum of the enterprise values of the pre-merger companies as seen in appendix 59. The value 

of the merged entity without synergies yields an enterprise value of 37,382 million DKK and 

once subtracting the combined debt, a marked value of equity of 22,827 million DKK.   

12.2 Valuation of merged entity with synergies 

The third research area ultimately culminates in a valuation of the consolidated entity includ-

ing the synergies expected to be created during, and following the merger. The cash flows of 

Danish Crown and Tican are combined and added the various operational and financial syner-

gies estimated above. If these synergies are realized when the two entities are merged, they 

must be materialized in the consolidated free cash flows. The authors refer the reader to a 

comprehensive appendix including all considerations and assumptions on the potential syner-

gies addressed in the sections above. The appendices are found in appendix 60 through 75. 

The estimated enterprise value of the consolidated entity, including synergies, is found to be 

37,822 mDKK corresponding to a market value of equity of 23,267 mDKK. The full consoli-

dated proforma forecast is found in appendix 75. The market value, divided among all mem-

bers of Danish Crown and Tican, result in 2.72 mDKK market value of equity per cooperative 

member, however with different impact on the two set of members as addressed in later sec-

tions. The present values of the synergies are the difference in enterprise value in the consoli-

dated entity with, and without, synergies in a 1 + 1 = 3 rationale. The estimated present value 

of the synergies is found to be 440.1 mDKK. 

DKK 37,822.1m − DKK 37,382.0m = DKK 440.1m 
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Table 12-1: DCF valuation on consolidated company, incl. synergies and restructuring costs 

Terminal growth rate 2.00%       WACC 6.40% 

Consolidated company (DKK mio) 2015 2016 2017 2018 2019 2020  

FCFF 203 1,455 1,485 1,557 1,630 1,731 

Discount Factor 0.9 0.88 0.83 0.78 0.73   

Present value of FCFF 191 936.0 1,360 1,387 1,264 32,684 

Estimated market value of enter-

prise  37,822           

Net interest bearing debt (NIBD) 14,555           

Estimated market value of equity 23,267           

Cooperative members in new compa-

ny 8,555           

Market value per member 2.72           

 

The value of the synergies above is found as the residual between the consolidated enterprise 

value pre- and post-merger, however can be estimated more explicitly by estimating the pre-

sent value of each synergy. Table 12-2 includes a detailed breakdown of the synergies esti-

mated above.  

Table 12-2 reflects the alternative method of calculating the business case, in which each of 

the argued synergies is discounted, however the value created is estimated at 440 mDKK re-

gardless of the approach. The visual presentation is reflected in the waterfall chart included in 

the introduction to the business case valuation, section 12, and appendix 62. 

Table 12-2 highlights that the vast majority of the synergies come from marginal efficiency 

from producing pork at the plants of Danish Crown rather than Thisted. Tican pre-merger has 

a higher marginal cost per kg, of which only 50% of the potential marginal cost saving is in-

cluded and thus the synergy could possibly be much higher. A higher level than 50% would 

however imply that Tican’s other plants are closed, restructured or otherwise become much 

more profitable which is considered harder to achieve due to specialization in products on the 

remaining plants.  

Furthermore, Table 12-2 shows significant negative effects from the restructuring costs relat-

ed to integration. These are expected to occur, as Danish Crown cannot immediately accom-

modate the full production from Tican’s Thisted plant, until further investments are met. 

The financial synergies are not estimated directly, but rather found as the residual between the 

financial levels in the business case compared to the sum of the stand-alone levels. This ap-

proach did result in consistent results with the residual enterprise value approach. 
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Table 12-2: Step by step valuation of the estimated synergies 

Synergy forecast, step by step PV 2015 2016 2017 2018 2019 2020 

Revenue synergies               

Monopoly effects 357 0 29 30 21 22 16 

Cannibalization effect -398 -38 -90 -115 -121 -127 0 

Cost synergies               

Marginal efficiency, production 2,364 73 101 113 114 115 116 

Overhead from Thisted plant 183 8 8 8 8 9 9 

Remuneration 104 0 5 5 5 5 5 

Compensation packages -35 -21 -12 -5       

Efficiency gains, Tican 63 3 3 3 3 3 3 

Restructuring costs               

Discount during integration -873 -729 -213         

Overtime during integration -480 -401 -117         

Net advisory fees -9 -87 3 3 3 4 4 

Sale of Thisted property 58 61           

Capacity investments -265 -185 -65 -40       

Down-writes -217 -230           

Financial synergies               

Taxation 11 162 44 6 1 2 -11 

Net working Capital -424 -227 -50 -17 4 3 -9 

Net investments, CAPEX 2 84 -131 74 82 -34 -4 

Sum 440 -1,529 -485 64 122 2 129 

Sanity check, ∆ post-merger               

FCF Business Case 37,822 203 1,060 1,638 1,778 1,724 1,961 

FCF Combined DC and Tican 37,382 1,732 1,544 1,575 1,656 1,722 1,832 

Difference 440 -1,529 -485 64 122 2 129 
 

The estimated value created of 440 mDKK is found to be relatively large considering the en-

terprise value of Tican only being 2,109 mDKK. In other words, approximately 20.8% of the 

enterprise value of Tican is obtained through synergies. In comparison, the return on equity of 

Danish Crown was, on average, found to be 28.2% in the profitability analysis attached ap-

pendix 21. Direct comparison between the return on equity and the value created is however 

difficult since the merger is structured as a stock-for-stock merger and does not impose a di-

rect cost. Rather, the attractiveness of the merger will be determined by analyzing the impact 

on the cooperative members in section 13. 
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12.3 Relative valuation on consolidated entity 

The fourth and final research area includes an analysis of the risks associated with the esti-

mated outcome which could potentially emphasize an over- or undervaluation of the business 

case and thus the enterprise value of the consolidated company is benchmarked with its peers. 

As Danish Crown was found to be overvalued before the merger, the authors would assume to 

find the consolidated company even more so. The table below shows the implied enterprise 

value from multiple analysis of 35,552 mDKK and the estimated enterprise value of 37,822 

mDKK indicating a deviation of 6.39%. 

Figure 12-1: Multiple analysis on consolidated company 

Multiple summary Peer average multiple Enterprise value 

EV/Cash flow 9.3 21,741 

EV/Net income 22.4 38,132 

EV/Gross profit 4.9 45,423 

EV/EBITDA 6.0 23,331 

EV/Revenue 0.8 49,133 

Average peer implied EV Deviation 35,552 

Consolidated enterprise value 6.39% 37,822 

 

While the consolidated company is overvalued on average, it is found to be relatively 

undervalued in terms of gross profit and revenue, possibly indicating that the merged 

company has lower margins than the peer group average. This is confirmed in the Table 12-2 

containing key ratios of the merged company and average peer group (Bloomberg Terminal, 

2016). The table indicates that comparison with the peer group is not straightforward, due to 

large differences in financial ratios, hereof WACC, yet it still serves as the best benchmark 

available due to the non-public nature of the consolidated company. 

Figure 12-2: Key financial ratios of peer group and consolidated company 

Multiple ratios WACC ROIC EBITDA Growth Earnings 

Average peer 11.50% 9.00% 10.80% 3.10% 7.90% 

Consolidated company 6.40% 8.60% 5.60% 4.20% 2.40% 

 

The peer group ratios differ substantially in terms of WACC and EBITDA. The relatively low 

WACC of Danish Crown can be explained by is the very high leverage, compared to the peer 

group, which was found in the financial analysis. Moreover, the operating margins of the peer 

group are heavily distorted due to the presence of poultry and other product types, which can 

be more profitable than the pork and pork based products that the merged company produces. 
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This leads to another interesting observation from the relative valuation as the merger is 

considered relatively overvalued in terms of Enterprise value to operating cash flow and 

EBITDA. In other words, the peer analysis indicate that the EBITDA of the consolidated 

company should result in a lower enterprise value than what is estimated. Thus, Danish 

Crown has a lower EBITDA margin than the peers but manages to generate a higher 

enterprise value from said operating profit. This, in turn, may be explained by the cooperative 

taxation of Danish Crown, with effective tax of only 10.68% compared to the average 

taxation of 29.30% in the peer group (Bloomberg Terminal, 2016) plus the much lower 

WACC applied in the estimation of the enterprise value. 

The WACC of 6.40% applied on the business case is therefore subject to further sensitivity 

analysis to determine exactly how much the estimated enterprise would vary given variations 

for the WACC provided by Danish Crown. 

12.4 Sensitivity and scenario analysis: Business Case 

Given the vast number of assumptions applied in the research area on the base case scenario 

of the business case, a sensitivity and scenario analysis is carried out to determine the robust-

ness of the result towards critical assumptions. Given that neither WACC nor terminal growth 

is expected to change following the merger compared to pre-merger levels, the analysis varies 

the WACC and terminal growth rate across both stand-alone valuations and the business case 

cash flows simultaneously to ensure that sensitivity reflects changes in the residual value. 

Figure 12-3: Sensitivity analysis - value of the business case 

 

Table 12-3 illustrates that changes in the WACC and terminal growth rate can have an impact 

on the value estimated, but also illustrates that the value created is positive for minor changes 

in both. Given a constant terminal growth rate of 2% and all else constant, WACC could in-

crease to 7.34% before the value of the business case would be 0.  
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The result above prompts further analysis. While the value created is positive across the most 

likely levels of WACC and terminal growth, numerous assumptions impact the business case. 

In order to obtain a more reliable forecast and to evaluate the riskiness of the cash flows, a 

subset of outcomes is evaluated rather than the single base case estimate above. The simplest 

simulation of the cash flows under different scenarios is to look at a best case and a worst case 

scenario (Petersen & Plenborg, 2012, p. 281). In addition to best and worst case scenarios, 

several additional scenarios have been created to model some of the uncertainty in the fore-

casts, especially related to the requirements of the Competitive Authorities to gain approval 

for the merger.  

As a starting point, best and worst case scenario have been created, in which all major as-

sumptions apart from WACC and terminal growth rate is adjusted. Given that the two stand-

alone forecasts are used as the baseline for the projected cash flows of the business case, in-

puts are varied across the stand-alone and combined firm. Furthermore, assumptions about 

synergies as well as other adjustments are modelled, enabling the authors to test joint sensitiv-

ity. Below, the two scenarios are outlined with key assumptions, but the reader is referred to 

appendix 78-79 for full overview of the variables as well as their specific values. 

Table 12-3: Best and Worst case scenarios 

 SCENARIO 1: WORST CASE SCENARIO 2: BEST CASE 

REVENUE  Decreased revenue growth in all 

markets due to adverse market 

conditions or cooperative members 

opting out  

 Slightly positive market develop-

ment driven by volume growth  

COST  Production cost not returned to 

historical levels with current levels 

representing structural changes in 

industry. 

 Production cost successfully de-

creased beyond historical level 

through continuous focus on cost  

SYNERGIES   Productivity gains/ kg not fully 

realized. 

 Reduced overhead and no efficien-

cy gains from dist. and adm. 

 Base case capacity investments too 

low 

 No monopoly effect in Denmark  

 Increased cannibalization effect  

 Productivity gains/kg fully realized 

 Increased overhead and efficiency 

gains from distribution and admin-

istration 

 Overestimation of restructuring 

cost  

 Monopoly effect on Danish market 

is larger, although still limited 
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In addition to best and worst case scenarios; three additional scenarios relating to the require-

ments of the Competitive Authorities have been created. A total of 6 scenarios have been cre-

ated due to the high reliance of the business case on key assumptions about critical inputs. 

The scenarios will be weighted to determine the most likely outcome of the business case, 

besides the base case estimate of 440 mDKK. The results of the scenario analyses are includ-

ed below including a weighted average present value of synergies of 227 mDKK. 

Table 12-4: Overview of scenarios created 

Scenario Value (m DKK) Probability est. 

1: Base case 440 40 % 

2: Worst case – market movements and synergies  -451 15 % 

3: Best case – market movements and synergies  1,080 15 % 

4: No monopoly effect 122 10 % 

5: Commitment of 5,000 pigs to competitor weekly -134 15% 

6: Commitment of 10,000 pigs to competitor weekly -707 5 % 

Probability weighted value created 227  

In Scenario 2 and Scenario 3, major assumptions are varied slightly simultaneously based on 

the notion that synergies could have been over (under) estimated or non-realizable. The varia-

tions are highlighted in Table 12-3 and are included in detail in appendix 78. The base case 

found that Danish Crown would incur a production cost saving of 0.8 DKK per kg produced, 

corresponding to 50% of the difference in marginal production cost per kg in the two compa-

nies. Given that Tican has multiple production plants in addition to Thisted which are not ex-

pected to close and that differentiated products in the processed food segment might limit the 

cost savings, full realization of the 0.8 DKK per kg could be too high. The worst case scenario 

thus assumes that only 40% of the marginal production difference can be realized, i.e. 0.6 

DKK/kg. Correspondingly, in the best case scenario, the marginal productivity improvement 

is increased slightly to 55% of the difference, at 0.88 DKK/kg. Changing the value of this 

synergy has critical impact on the attractiveness of the business case, indicating that in order 

to create rather than destroy value through the merger, as a negative result would indicate, 

effort should be put into achieving productivity improvements on pre-merger Tican products. 

The best and worst case scenarios also varies the important revenue growth input. With the 

forecast being sales-driven, revenue has a significant impact on the development in future 

cash flows. Given that growth in the industry is driven largely by prices and volumes, scenar-

io 2 and 3 includes adjustments to the price and volume, rather than overall revenue growth. 

In scenario 2, the worst case scenario is impacted by an overall downward shift in both price 

and volume growth. Similarly, in the best case scenario revenue growth forecasted is shifted 
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slightly upwards, however only driven by volume as since the strategic analysis indicated a 

high degree of rivalry and with competitors using price as a key competitive parameter. 

The best and worst case scenario estimate more extreme values in both directions at 

1,080mDKK and -451mDKK, however with the value changing the most in the base case. 

Both scenarios reflect what would happen if all inputs were different simultaneously, however 

in reality it may be more realistic to assume that some, but not all, of the estimated synergies 

decrease (or increase). 

Scenario 4 has been created to accommodate uncertainty of revenue synergies. Literature and 

empirical studies find that revenue synergies are often difficult to achieve compared to cost 

synergies (Koller et al., 2010, p.446). Furthermore, the requirements from the Competition 

Authorities in Denmark may prohibit Danish Crown from increasing prices in Denmark, to 

reduce the potential dead weight loss that could occur in the market if the consolidated com-

pany exercised monopolism. In the merger between Steff Houlberg and Danish Crown (Dan-

ish Crown, 2002) the authorities required the consolidated company to sell meat for industrial 

producers at the same level as export prices, in effect cancelling out any possibilities for driv-

ing up prices through market power (Konkurrence - og Forbrugerstyrelsen, 2013). The fourth 

scenario takes into account that additional price growth may not follow the merger and thus 

excludes the monopoly effects previously estimated. The present value of the business case is 

reduced to 122 mDKK which, albeit still positive, is substantially lower than the base case 

scenario. 

Scenario 5 refers to the competitive environment of the consolidated company. Given the 

consolidated joint market share of 87.5% the Danish Competition Authorities are expected to 

make a conditional approval, not only in terms of prices but also enabling competition in the 

market. The base case scenario assumed a sale of Thisted plant and has been included in the 

model (see section 9 to 10), however it is possible that such commitments are not sufficient to 

gain approval. In the 2002 merger between Danish Crown and Steff-Houlberg the Danish 

Competition Authorities not only required a functional slaughterhouse with a capacity of 

10,000 pigs weekly to be sold off, but also required Danish Crown to deliver pigs for the 

slaughterhouse for 4 years to ensure that a new player could gain foothold in the industry 

(Konkurrence - og Forbrugerstyrelsen, 2013). Given the size of Steff-Houlberg, which slaugh-

tered approximately 3.27 million pigs annually, the delivery of 10,000 pigs weekly corre-

sponded to 15% of the production (Konkurrencestyrrelsen, 2002). Tican had a production of 

1,9 million pigs as of 2013/14, thus a requirement of a delivery of 5,000 pigs weekly, corre-

sponding to 260,000 annually, would be approximately 14% of the total production. It should 

be noted that the requirement would only take effect if a competitor were interested in the 

Thisted plant. Introducing a required delivery of pigs to a competitor ensures that competition 
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in the market is maintained. The requirement is expected to last for 5 years after which a new 

competitor is expected to gain foothold, thus the effect is sustained in the scenario to include 

changed market conditions. Assuming an average weight of a pig of 75 kg and an underlying 

margin per kg at 1.25 DKK per kg, this would yield a negative effect on the margins of 25 

mDKK in 2015 increasing to 32 mDKK by 2020. The effect of selling 5,000 pigs weekly is 

ultimately found to result in a present value of synergies of -134 mDKK, ultimately making 

the business case negative. 

The final Scenario 6 is included based on the same reasoning as scenario 5, however estimat-

ing a total weekly delivery of 10,000 pigs, giving a total of 520,000 pigs annually along-side 

the sale of the Thisted plant. This scenario is less likely and has been granted a lower weight. 

The scenario has present value of synergies of -707 mDKK. 

The fourth area of research and the underlying scenario analysis not only shows that the esti-

mated value created is very sensitive to changes in the underlying assumptions, but also that 

the positive business case rely heavily on the requirements put forth by the Competition Au-

thorities. The present value of the synergies result in 227 mDKK when applying a probability 

weighted average of the outcome, which is 48% lower than the base case scenario.  

12.5 Risk  

The scenario analysis indicated that the value of the business case was particularly sensitive to 

uncertainties related to cost synergies and the requirements from the Competition Authorities 

of which a few outcomes were modelled. In addition to the risks and uncertainties explicitly 

modelled in the scenario analysis, there are a number of potential risk factors that could 

change the value of the business case and should be addressed in the integration process, 

among others integration issues, agency issues related to cooperative members and competitor 

responses. 

As outlined in section 4.3, there are a series of issues in relation to successful integration of 

mergers. Integration relates to both practical integration of back-office functions and process-

es as well as cultural integration of the merging companies. Integration of administration and 

other back-office functions typically require integration of the IT-systems, administrative pro-

cesses and financial tasks, which are expected to continue with Danish Crown’s platforms. 

This implies that Tican’s administrative tasks, both in Denmark and in subsidiaries, should be 

transferred to the platforms of Danish Crown which may not be an easy task. Not only can 

transfer of systems and processes be a cumbersome process with unforeseen challenges, espe-

cially in relation to IT, but ensuring that it takes place early is a precondition for realizing the 

savings on administration and distribution, highlighting the need for rigorous planning.   
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Furthermore, failed integration of the companies’ cultures could potentially result in an un-

successful merger in which cooperative members opt out or the most skilled employees leave. 

Danish Crown and Tican has been in fierce competition for years, with Tican taking a chal-

lenger position in the market. This may cause remnants of dispute during the merger. Moreo-

ver, Danish Crown has continuously merged or acquired other slaughterhouses, often moti-

vated by productivity or earnings differences and cooperative members of the target compa-

nies pushing for supplementary payments at market levels, causing mergers to take place de-

spite the slaughterhouses fighting for independence (Finans.dk, 2015). The proposed merger 

with Tican can be seen as a continuation of this trend, with Tican having been looking for an 

investor since 2011 (Bang, 2014) This ultimately culminated in the financial year of 2013/14, 

where earnings was not sufficient to pay the cooperative members a competitive supplemen-

tary payment without drawing on equity reserves. While the merger with Danish Crown cre-

ates value for Tican, to some extent it is also realization of what employees in Tican has been 

fighting against for years. The attitude towards Danish Crown might not change instantly, 

which could potentially create cultural issues or agency problems.  

The attractiveness of the business case relies heavily on a successful integration of the coop-

erative members in Tican, as members opting out would impose a direct effect in the top-line 

growth potential. One of the main motivations for Danish Crown to engage in the merger with 

Tican was argued an increased inflow of raw materials, and thus the risk of cooperative mem-

bers not joining Danish Crown may harm the outcome of the business case. Given that Ti-

can’s cooperative members are subject to a two-year equalization period with decreased sup-

plementary payments it may very well be expected that some members will seek new hori-

zons. However, the effect is limited to the extent that only a very small amount of slaughter-

houses, besides Tican and Danish Crown, exist in Denmark who could facilitate an increased 

inflow of pigs. Communication is nonetheless important during the merger to avoid conflicts 

of interest, which could potentially arise if members found the levelling-out period to be un-

just or if they do not fully understand the implications of the establishment. 

Furthermore, agency problems may arise in the agricultural merger as outlined in section 4.4. 

The issues include the Horizon Problem, the Portfolio Problem and the Free Rider Problem 

(Cook, 1995). The internal free rider problem in the proposed merger of Danish Crown and 

Tican is ambiguous. On the one hand, the cooperative members in Tican have reduced rela-

tive dividends compared to Danish Crown during the equalization period. On the other hand 

the sale of Thisted plant result in the new members of Tican providing very few assets com-

pared to the existing members of Danish Crown. The cooperative members of Tican get a 

“free ride” on the total investments and efforts from existing members, thereby diluting the 

returns on existing members. Ultimately, the free rider problem may reduce the incentive for 
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the cooperative members in Tican to provide capital since doing so would only have marginal 

effect on their return.  

Another agricultural agency problem, the horizon problem, occurs when two sets of coopera-

tive members have different attitudes on the balance between short and long term optimiza-

tion. Tican’s members may be reluctant to invest in the consolidated entity for several rea-

sons. First and foremost, money today may be more important than later due to the up-front 

penalty on the quoted price during the equalization out period. Secondly, they may not invest 

simply because they do not trust Danish Crown to make the best decisions with their invest-

ments or they may simply see themselves as suppliers rather than owners (Cook, 1995).  

Ultimately, based on the sensitivity and scenario analysis alongside the general risk assess-

ment of the merger, the authors argue that the proposed merger between Danish Crown and 

Tican is subject to substantial risk despite base case estimate of 440mDKK and evidence by 

the lower expected present value of synergies of 227 mDKK. Managerial recommendations 

would emphasize the importance of aligning interests between the cooperative members’ in-

terests as owners and suppliers. Furthermore, the underlying assumptions attributed to the 

marginal efficiency gains should be carefully conducted due to the high impact on the attrac-

tiveness of the business case. The actual outcome of the business case relies on the demands 

of the Competition Authorities, where outcomes such as prohibited price effects and increased 

competition on the market were analysed. The authors acknowledge that the merger was ulti-

mately not approved due to Danish Crown being unable to satisfy the Competition Authori-

ties, or simply because the demands were too high for the merger to be attractive.  

Should the Competition Authorities demand that the consolidated company would provide a 

competitor with a steady supply of raw materials for 5 years, the cooperative members of Ti-

can would have an alternative competitor to sell their pigs for slaughter to, thus increasing the 

risk of members opting out of the merger agreement with Danish Crown. Additionally, anoth-

er competitor in the market would decrease Danish Crown’s possibilities to exercise market 

power, which the scenario analysis found would decrease the value creation of the merger 

significantly. The following section will determine whether members of Tican would benefit 

from staying with Danish Crown during the merger, or would benefit from opting out of the 

merger agreement. 
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13 Impact on the cooperative members 

A large body of literature and research exist on the subject of mergers in publicly-held com-

panies but fewer studies have been found on mergers between cooperative societies. Measur-

ing the impact on cooperative members from a merger is often more complex than measuring 

the impact on stockholders in publicly-held companies, as the cooperative members receive a 

combination of economic benefits from the cooperatives in which they function as both own-

ers and suppliers. 

13.1 Impact on equity 

While the value created is positive, the impact on the cooperative members of Danish Crown 

and Tican should also be assessed to see who benefits from the merger.  

As previously mentioned in section 12, the transaction follows a stock-for-stock swap at a 

conversion rate favouring the stockholders of Danish Crown, including a levelling out period. 

During the two year period the cooperative members of Tican are to pay an 0.25 DKK per kg 

delivered in the first year on their supplementary payments, and 0.10 DKK per kg delivered 

the second year, after which the cooperative capital of the members in both companies has 

been levelled out (Danish Crown, 2014a; Landbrugsavisen.dk, 2015). The cooperative mem-

bers in Tican will be merged into a much more profitable company; however will have to pay 

for it in the short term.  The effect on the total payments per kg is included in Figure 13-1, 

where supplementary payments are based on available dividends end-of-year following the 

base case scenario of the merger. 

Figure 13-1: Changes in payment per kg for Tican cooperative members 
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The penalty on the supplementary payments may for some members in Tican result in deficits 

due to farmers already being under pressure from low quoted prices due to the fall in market 

prices and in extreme cases could result in shutting down parts of their operations as ex-

pressed by a cooperative member of Tican (dr.dk & Jensen, 2015). For others, the penalty 

could result in the cooperative member opting out of the merger due to the long term profit 

not outweighing the loss during short term operations, as reflected in the horizon agency 

problem. This issue, while not directly addressed, is expected to be marginal as the potential 

slaughterhouses, not counting Danish Crown or Tican, available to produce the member’s 

pigs are limited. 

Henrik Jensen, a cooperative member of Tican, argues that despite risking deficits and short 

term losses, the merger with Danish Crown is the lesser of two evils, as the alternative could 

cause them to lose their entire share capital which had already been reduced in 2014 to 

achieve a competitive supplementary payment (dr.dk & Jensen, 2015). Furthermore, after the 

two-year leveling out period, the members will be fully integrated in a much more profitable 

company and should receive a higher dividend on their investments than Tican could achieve. 

The stock-for-stock merger at a value of equity minus a discount of 50 mDKK implies a con-

version rate of less than 1 to 1. Thus one stock, or cooperative member, in Tican is worth less 

than one in Danish Crown in terms of market value on equity creation. In other words, the 

582 mDKK equity of Tican is only attributed a value of 532 mDKK during the merger, im-

plying a conversion ratio of 1 : 0.94 in Danish Crown’s favor, with one cooperative member 

in Tican being worth 6% less than one in Danish Crown which is significant given the aver-

age member on Tican actually providing a larger annual delivery than one Danish Crown. 

Figure 13-2: Ownership changes through levelling-out period assuming no equity growth 
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Figure 13-2 illustrates how the equity discount affects the ownership share in Tican and Dan-

ish Crown, respectively. The infused equity of 582 mDKK equals a total of 8.3% of the total 

book value of equity in the consolidated company, however after the discount of 50 mDKK is 

reduced to an ownership share of only 7.6% for the cooperative members of Tican.  

The equity discount of 50 mDKK and the penalties of 0.25 DKK and 0.10 DKK per kg, re-

spectively, should not be equated with two different effects but rather one and the same as 

shown in Table 13-1 below. Based on a total production of 142.1 million kg in Tican and the 

volume growth estimated in the stand-alone section of Tican the volumes of 2015 and 2016 

can be estimated. The additional equity infusion of 0.25 DKK per kg 142.1 million kg result 

in additional equity infusions in 2015 of 35.5 mDKK and 14.3 mDKK by 2016 as the penalty 

decreases to 0.10 DKK per kg. The sum equates an equity discount of ~ 50 mDKK, disregard-

ing variations in the volume growth estimated by the authors and Danish Crown. 

Table 13-1: Changes in equity due to decreased supplementary payments  

Year Production, million kg Penalty DKK/kg Additional equity infusion 

2015 142.1 0.25 35.5 

2016 142.5 0.10 14.3 

    Sum: 49.8 

The cooperative members will be on equal terms after a two-year levelling out period. The 

discount on equity serves to protect the cooperative members of Danish Crown from risks and 

pitfalls of the merger, which were argued to be substantial in the sensitivity, scenario and gen-

eral risk assessment section of this thesis. The stock-for-stock merger structure ensures that 

the risk (and reward) is shared by the acquiring shareholders and the selling shareholders in 

contrast to a cash-financed transaction in which the acquirer bears the full risk. More precise-

ly, in stock transactions the synergy risk is shared in proportion to the percentage of the com-

bined company the acquiring and selling shareholders each will own (Rappaport & Sirower, 

1999).  

The members of Tican will face a short term penalty but will after a two-year period be fully 

integrated members in a much more profitable company. The motivation from Danish 

Crown’s cooperative members is less straight forward, as the cooperative members will face 

increased risk from merging with Tican, albeit an equity discount is introduced to said risk. 

The exact outcome of the merger on the cooperative members is analysed in-depth below. 
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13.2 Impact on the cooperative members 

From an economic point of view, the cooperative members of Danish Crown and Tican 

should be in a more lucrative position following the merger, or there would be little incentive 

to complete the transaction. The pre- and post-merger ratios for each cooperative member are 

determined and compared to analyze whether the members are better or worse off from the 

merger. When estimating the pre-merger ratios of Tican, the authors apply the estimated 

WACC of Tican of 9.38% as derived in appendix 46. The application of the WACC of Danish 

Crown of 6.40% would, in this case, be incorrect, as it would allocate a higher value creation 

to Tican than actually realizable by the company in an actual fair stand-alone scenario. 

Table 13-2 below shows the book value of equity, divided among total cooperative members, 

which is significantly larger for Tican than Danish Crown, that does not come as a surprise 

due to equity in agricultural cooperatives being based on patronage, where the average mem-

ber in Tican has a higher delivery of pork in kg per year (Danish Crown, 2014b; Tican, 

2014a).  

Table 13-2: Key ratios per cooperative member in present values 

Equity effects/member Tican DC Base case Scenario 

Book value of Equity 582 6,423 7,005 7,005 

Market value of Equity 606 21,380 23,267 23,054 

Number of cooperative members 277 8,278 8,555 8,555 

Book value of Equity/member 2.10 0.78 0.82 0.82 

Market value of Equity/member 2.19 2.58 2.72 2.69 

The table shows that cooperative members in both Danish crown and Tican enjoy a larger 

value creation on their market value of equity following the proposed merger. This is regard-

less of whether the base case scenario or the weighted average market values of the five sce-

narios discussed in section 12.4 are applied, albeit having a larger effect in the base case. 

The cooperative members of Tican are better off in terms of value creation, as presented in a 

market value of equity increase of (2.72 − 2.19 ) = 0.53 mDKK, assuming the base case 

scenario, or 0.50 mDKK assuming the expected average outcome found in the scenario analy-

sis. The effect is substantially smaller for Danish Crown reflected in an additional value crea-

tion of only 0.14 mDKK on the market value of equity in the base case scenario. The syner-

gies 440 mDKK divided among the cooperative members results in 0.50 mDKK per member 

and thus, despite Danish Crown accruing a higher percentage of the synergies in absolute 
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terms, the effect is found to be larger and more beneficial on the members of Tican given the 

lower starting point of very low supplementary payments. 

This support the claim that Tican has to pay a premium to be merged into Danish Crown, re-

flected in the equity discount of 50 mDKK accounting for roughly 8.6% of their total equity. 

At the same time, the members of Tican are merged into a more profitable company which 

will benefit their on-going ability to create value on their equity infusions which at this point 

is non-existent based on a market-to-book value on current equity of only 1.04. This, in turn, 

may reduce the bankruptcy risk that many members in Tican had been facing, prior to the 

merger (Tican, 2014a). 

 Table 13-3: Present value of financial ratios per cooperative member 

Present values/member Tican DC Base case Scenario avg. 

EBITDA 11.12 11.38 11.73 11.70 

EBIT 7.14 6.93 7.12 7.09 

NOPAT 6.34 6.19 6.36 6.33 

FCFF 4.58 4.26 4.42 4.40 

Dividend 3.85 4.77 5.01 4.99 

Table 13-3 reveal the present values of key financial ratios divided among the total coopera-

tive members in Danish Crown and Tican, prior and post-merger. The table show that mem-

bers in Danish Crown contribute to a higher EBITDA per member than Tican. Despite lower 

EBITDA per member, Tican manages to generate a higher operating profit per member, 

EBIT, than Danish Crown. The authors initiate an analysis to trace out the cause of the varia-

tion and conclude the main driver to be depreciation which is roughly 3% higher as % of rev-

enue in Danish Crown than Tican. This implies that Danish Crown has more tangible assets 

subject to depreciation than Tican. Furthermore, the average output of pork per member is 

higher in Tican, measured in total pigs slaughtered, which compels the authors to conclude 

that the production technique of Danish Crown is simply less labour and more capital inten-

sive than Tican’s. This observation is consistent with the production cost value drivers of 

Danish Crown of ~ 85% relative to the ~ 88% in Tican. A similar pattern was observed for the 

NOPAT and FCF ratio per member. 

Secondly, the free present value of free cash flows per member declines for Tican in the event 

of a merger, but rises for Danish Crown. There are two possible explanations to this. First and 

foremost, the free cash flow per member is larger for Tican given the average cooperative 

member providing a larger annual delivery of Pork than Danish Crown, thus all else equal 

providing a higher operating profit per member. Additionally, the cooperative members of 

Tican are facing a significant penalty of 50 mDKK, roughly equal to 8.6% of their total book 
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value of equity, which directly reduces the free cash flows available to each cooperative 

member reducing the net effect. 

Finally, the supplementary payment (dividends) per cooperative members in present values, 

which is the ultimate ratio in measuring the on-going impact of the merger on the members, is 

found to increase during the proposed merger. This result is regardless of whether the base 

case scenario resulting in synergies of 440 mDKK or the expected average outcome of 227 

mDKK is applied. Moreover, despite debt-repayments from section 10.5.2 and reductions in 

supplementary payments in the levelling out period, the cooperative members of Tican would 

expect to earn a larger perpetual dividend following the merger. The members of Tican could 

expect to earn, in present values, an additional 1.200.000 to 1.000.000 mDKK in dividends 

per member depending on whether the base case estimate or the scenario weighted average 

are applied, respectively. This result relies on the unlikely assumption that the individual 

members of Tican stay with Danish Crown forever. 

The authors conclude that cooperative members in both companies are better off following the 

merger, regardless of whether the outcome is based on the base case scenario or the weighted 

average scenario. The average scenario and the base case both exhibited positive synergy es-

timates, however as the isolated scenarios portrayed in section 12.4, there are substantial risk 

that this measure is negative which may terminate the potential benefits argued in this section. 

The members of Tican are subject to a significant penalty to their supplementary payments, 

which are further decreased due to a series of up-front investments immediately after the mer-

ger. Ultimately, despite strict costs for Tican associated with the merger, the cooperative 

members can expect an increased long-term dividend if they stay with Danish Crown. In other 

words, Tican has to pay but are ultimately compensated by being merged into a much more 

profitable company. This analysis is grounded in the base case scenario, although as scenario 

and sensitivity pointed, the realization of the business case may differ substantially from the 

estimated result of 440 mDKK. Thus, proper realization of the business case comes of im-

portance if the estimated results are to be achieved. 

14  Realizing the business case 

The final area of research concerns the key considerations that should be included in the reali-

zation of the business case. The decision to merge should not be based exclusively on finan-

cial cost-benefits but also ensure that the merger fits the overall strategic plan of the business 

and that it is the best alternative. Upon having decided to go through with the transaction, the 

challenging process of ensuring that the business case of 440 mDKK is realized, and that the 

members of Tican are integrated successfully, begins. Empirical studies has found that mer-
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gers often fail, and that buyers can potentially destroy value through M&A, rather than create 

it due to overvaluation of synergies or failed integration processes (Mellen & Evans, 2010, p. 

81). Synergies do not appear naturally and the people involved should actively seek to realize 

the synergies estimated above, especially considering the risks outlined above. 

The first post-merger initiative should be an alignment of the strategic targets of the merger 

and to identify exactly what the objective of the merger is, to ensure that all employees and 

managers work towards a common goal (Rouse & Frame, 2009). Identification of key objec-

tives reveal critical areas necessary for value creation including what, and how, actions to take 

in order to be successful. In the proposed merger with Danish Crown and Tican, the analysis 

found that critical objectives included ensuring raw material supply and improving cost effi-

ciencies, rather than directly improving the strategic position of Danish Crown in the industry 

(Danish Crown, 2015b; Danish Crown, 2015c). Thus, using Koller’s (2015) of various value 

creating M&A motivations, both 1) improving performance of target and 2) consolidation to 

remove excess capacity can be used to characterize this merger.   

As section 12.4 highlighted and confirmed by the scenario analysis, the business case is sub-

ject to high risk, both from internal and external factors. Internally, in addition to focusing on 

the critical efficiency improvements, integration of processes, culture and employees are im-

portant. Managerial initiatives to ensure a consistent and targeted integration could include a 

100-day plan. Danish Crown has a long history and experience with M&A transactions and is 

expected to have expertise in best-practice integration. A dedicated team and resources should 

be identified to ensure that actions are taken to realize the synergies. The team should begin 

working already prior to the announcement of the proposed merger, laying out a plan for the 

outcome, negotiation and integration of the merger. 

The single largest synergy estimated is the marginal efficiency gain from producing the pigs 

delivered to Tican on Danish Crown’s facilities. With marginal cost savings estimated at 0.80 

DKK per kg, the savings approximate 100 mDKK per year. Since the business case is driven 

by the impact of cost realizations, the success of the merger relies heavily on proper integra-

tion of these improvements. Given that Danish Crown and Tican to a large extent produce 

similar products it is possible that consolidation of other production plants would be benefi-

cial, although not explored in this thesis. Realizing the cost synergies imply layoff of workers, 

which should naturally take place as early as possible, however not before steps has been tak-

en to ensure the continued production elsewhere and employees should be informed early to 

avoid unnecessary flight of employees due to uncertainty.  

The sale of Thisted plant is another focus area, as the analysis found the requirements from 

the Danish Competition Authorities to have immense impact on the potential outcome of the 



Page 114 of 131 

business case. The thesis expected that the sale is conditional for approval of the merger; 

however selling the plant should still warrant decisions. While Danish Crown cannot refuse to 

sell the plant to a competitor, it can be required to deliver a fixed number of pigs to the poten-

tial buyer, increasing competition and lowering top-line. Within the legal scope and demands 

from the Competition Authorities steps should be taken, to ensure that the net cost of selling 

Thisted plant is as low as possible. Nonetheless, the Competition Authorities have critical 

impact on the business case and little can be done to decrease the risk.  

Cultural differences is a common risk n mergers. The issue is emphasized with Tican’s rela-

tively active ownership structure that seizes to exist post-merger due to the dilution of control 

caused by an equity discount. The dedicated M&A team should work towards integrating the 

internal culture by involving line managers from both Danish Crown and Tican, selecting the 

most skilled and enthusiastic people who can contribute the most for the new company. Expe-

rience shows that picking new leader should be done as soon as possible, in order to avoid 

flight of talent, customers and conflicts to the largest degree possible (Rouse & Frame, 2009). 

Another risk from failed cultural integration was found to be cooperative members opting out 

of the merger agreement, which could potentially harm the attractiveness of the overall busi-

ness case. In the light of the two-year levelling out period, this could be a challenge, since the 

economic conditions during the two years could  cause the former Tican members to be alien-

ated or wish to seek alternatives beyond the cooperative structure. The cooperative members 

have furthermore expressed concerns about not only being owners of a slaughterhouse, but 

increasingly an international food processer moving further away from the core activities.  

In order to realize the benefits of the business case, Danish Crown should focus on aligning 

interests and avoiding conflicts, but also work actively towards realizing especially the cost 

synergies which will more or less determine whether the business case can be deemed suffi-

ciently successful. Furthermore, alignment of interests for the cooperative members is of high 

importance for realizing the stabilization of raw material supply, especially if a new competi-

tor were to purchase the Thisted plant, which could further increase the risk of members opt-

ing out as a new viable alternative is introduced in the market. 

14.1 Alternative investment opportunities 

The investment decision cannot be seen in isolation; rather, it should be seen in comparison 

with the alternative opportunities available for Danish Crown. The business case is estimated 

to provide a positive result of 440 mDKK with an expected average outcome of 227 mDKK 

as found in the scenario analysis and impose no direct investment, beyond the on-going costs 

associated with integration such as time, resources and investments in capacity. The decision 

to merge should however be compared to what other investments opportunities that Danish 
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Crown had at the time of the proposed merger. Since the authors have no concrete knowledge 

about other investment opportunities with information of this type being highly sensitive and 

confidential, a hypothetical argument is outlined. 

An attractive alternative investment opportunity for Danish Crown could either be related to 

top-line activities, such as entry to a new market or products, or bottom-line in seeking lower 

cost of production.  

First, looking towards top-line activities, Danish Crown has a large presence in the mature 

European markets, but the growth in world consumption of meat is largely driven by develop-

ing or transition countries, with China in particular driving a large part of the development. 

One argument could thus be for Danish Crown to seek investment opportunities in new and 

growing markets rather than Denmark, where the majority of the market (77%) already be-

longs to Danish Crown. However, investing in countries such as China might pose great bene-

fits, but certainly also higher risks than the investment with Tican, with difference in cultural 

fit, consumer preferences, quality, lack of critical knowledge on the market and governmental 

issues posing great risk.  

Another investment opportunity could include product development of new products, i.e. ex-

tending the value chain even further and focusing more on processed food than fresh meat. 

The CEO of Danish Crown had already explored the opportunities to expand into more pre-

mium products even further (Danish Crown, 2016b). Downstream value-adding processing in 

the processed food markets often has higher margins. Investing, either through M&A or joint 

ventures, in another company with focus on processed foods that Danish Crown does not cur-

rently possess, could increase the revenue and diversify the portfolio, ultimately decreasing 

the risk towards consumer behavior and demand for the underlying products of Danish 

Crown. Heavy focus on processed food might, however, pose challenges with the ownership 

structure with operations moving further and further away from the member’s core competen-

cies, namely breeding pigs. 

The investment opportunity in Tican should also be compared with other potential acquisition 

targets that may provide an even better business case for Danish Crown. With Danish Crown 

and Tican both located in Denmark, which is currently experiencing decreasing supply of pigs 

in terms of volume, and increased imports to Denmark, which are priced lower, impose a con-

stant pressure on Danish Crown to decrease the level of costs in order to provide competitive 

prices without sacrificing margins. While the business case with Tican found that cost im-

provements could be applied on the production of Tican, Danish Crown may explore the op-

portunities of increasing their own marginal cost of production through investments in facili-

ties in lower-cost countries. This would likely be restricted to Europe due to strict regulatory 
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pressure which Danish Crown already adheres to. Continuous improvements in terms of cost 

production, administration and distributions are key to maintaining and expanding the com-

petitive position of Danish Crown. With the majority of raw material coming from Denmark 

at the current state, Danish Crown should consider the transportation costs involved through 

export which may be able to be reduced through an acquisition of a foreign slaughterhouse. 

The potential investment opportunities listed above are neither concrete nor directly compared 

to the business case analyzed, however sheds light on some of the strategic and managerial 

concerns that Danish Crown should consider. The estimated result of 440 mDKK with an av-

erage expected outcome of 227 mDKK in synergies may be a positive business case for the 

cooperative members of Danish Crown and Tican, but the investment should be weighted 

with what Danish Crown could potentially gain from other investments. 

15 Perspectives in the thesis 

The thesis has explored and analysed the business case behind Danish Crown’s proposed 

merger with Tican through quantification of cost-benefits and an analysis of key risks and 

issues. Throughout the analysis a range of new perspectives and issues that could have been 

addressed has been raised, both in relation to the estimation procedure but also alternative 

related topics and deep dives on issued raised during the thesis. 

The thesis was written independently from Danish Crown, where an actual collaboration 

could have provided the authors with increased insight and forecast precisions on critical in-

put. The collaboration would shed light on the internal capabilities and experience with M&A 

activities of Danish Crown, ultimately resulting in more robust estimates of the available syn-

ergies, while simultaneously providing more insight to the alternative investment opportuni-

ties available at the time. The fictive thesis in collaboration with Danish Crown would create 

value for the cooperative members in Danish Crown by highlighting and analysing the merger 

in-debt which could help the M&A team with the actual assessment of the merger. 

A second issue relates to exploring the post-merger scenarios in detail, especially with focus 

on what would happen in the market and to the business case, if the Thisted plant was sold to 

a competitor. The sale to a competitor would, rather than a generic sale, potentially limit the 

supply of raw materials, which was regarded a key motivational factor in the business case. 

Further points of analysis could best-practice analysis on how to retain cooperatives during 

agricultural mergers, both in Danish Crown, but in particular Tican’s members who are sub-

ject to a reduction in supplementary payments in the two year equalization period of the mer-

ger. 
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Thirdly, the thesis analysed the business case behind the proposed merger, although it was 

ultimately withdrawn before approval, as the commitments made to the Danish Competition 

Authorities were insufficient for approval, or the requirements from the Authorities were too 

demanding for Danish Crown. Looking further into the reasons for why the Competition Au-

thorities could not approve the merger would be another interesting area of analysis which 

could take point of departure in the economic impact of the merger in Denmark by analysing 

effects on supply, demand and deadweight loss or by looking into what actions Danish Crown 

could have taken to ensure the approval of the merger. 

The thesis was structured as an explanatory case study, with a focus on why and how Danish 

Crown would benefit from the merger with Tican through an assessment of the underlying 

business case. Another interesting analysis would be to take a step back and take an explora-

tory approach by looking at past mergers in Danish Crown and exploring what best-practice, 

motivations and concerns typically characterized the M&A activities undertaken. An explora-

tory approach would analyse which factors Danish Crown typically base their decisions in 

M&A activities upon and, in turn, provide a more customized framework for analysing future 

business cases. 

Finally, the thesis could have analysed another merger, as the merger with Tican was ulti-

mately withdrawn. Whether it being a fictive merger or an actual target of Danish Crown 

would provide a more realistic scenario as the merger could potentially be exercised. 
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16 Conclusion 

This thesis has estimated the value of the business case behind the proposed merger of Danish 

Crown and Tican by looking into the motivations of the merger, the value that could have 

been created and assessing the major risks and pitfalls associated with realizing the estimated 

outcome. Based on comprehensive strategic and financial analysis, the business case has been 

estimated in the base scenario to generate present values of 440 mDKK in synergies. 

The authors conclude that cooperative members in Danish Crown and Tican could expect 

additional present value supplementary payments, or dividends, of 0.2 mDKK and 0.7 mDKK 

per cooperative member, respectively. The value of the business case is, however, highly sen-

sitive to changes in the critical inputs, in particular the efficiency generated from differences 

in marginal production. Extensive scenario and sensitivity analysis highlighted that serious 

attention should be directed towards the implementation and realization as key considerations 

for the proposed merger to succeed. The scenario analysis provided an average expected out-

come of 227 mDKK taking into account potential pitfalls and requirements from the Danish 

Competition Authorities. Realization of the estimated value is particularly reliant on achiev-

ing the estimated cost efficiencies, driving the majority of the value creation. Alignment of 

interests for the cooperative members is crucial as agency specific problems for agricultural 

cooperatives, such as the free rider and horizon problems, may further increase the risk of the 

proposed merger. 

The thesis has been structured as an explanatory case study with a series of subsequent re-

search areas intended to provide a consistent and focused analysis. Tican had been searching 

for an economic partner since 2011 to ensure future growth, and in recent years also to over-

come declining profitability.  

The strategical analysis found the motivations of Danish Crown to be driven by an interest in 

securing a steady inflow of raw materials in a market with otherwise declining or stagnant 

volume growths. Consolidation through M&A activities and removal of excess capacity in the 

industry had been key factors in Danish Crown’s history of growth where Tican, given a good 

strategic fit and high quality premium products, is found to be an attractive partner. The in-

dustries of both fresh meat and food processing are highly competitive with low margins and 

have undergone significant consolidation, both horizontally and vertically. The market growth 

is primarily driven by price, with volume growth being lower across all markets. This is in 

turn driven by GDP growth and consumer demands which are expected to grow towards 

2020. An analysing on the political, economic, social and technologic external factors con-

cluded the industry to be highly susceptible towards geopolitical effects, as exemplified by the 

Russian embargo on agricultural products. The framework of Porters Five Forces concluded 
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the industry to be characterized by high entry barriers and bargaining power of customers, 

especially large trans-border retail chains, emphasizing the importance of a competitive cost 

structure. Looking at the internal factors, the cooperative structure and high degree of vertical 

integration in the companies provides a slight competitive advantage by allowing cost and 

quality optimization across the entire value chain. Ultimately, the outlook in the industry is 

fairly positive, with Danish Crown in a relatively good position, albeit Tican less favourable.  

Turning to the financial analysis, Tican has gone from a highly profitable company to under-

performing relative to the market in terms of profitability and liquidity. A supporting multi-

ples analysis found that Tican was worth significantly less than the market indication, high-

lighting the current issues. The enterprise values of Tican, from the perspectives of Danish 

Crown, and Danish Crown are estimated to 2,109 mDKK and 35,273 mDKK, respectively.  

The valuation and risk assessment of the thesis, based on the strategical and financial analysis, 

evaluated the business case of the proposed merger, taking into account the potential pitfalls 

and requirements from the Danish Competition Authority conditional to approval. The merger 

would be structured as a stock-for-stock transaction, resulting in Tican’s cooperative members 

becoming members in the new consolidated company, continuing under the name of Danish 

Crown. The estimation of the business case is based on a residual enterprise value approach 

between the consolidated entity and the combined stand-alone valuations in the well-known 

“1 + 1 = 3” fashion. The enterprise value of the consolidated company is estimated at 37,822 

mDKK in the base case, creating a net value created of 440 mDKK. Extensive scenario analy-

sis concludes a range of -707 mDKK to 1,080 mDKK, with an expected average outcome of 

227 mDKK. The value of the business case is primarily driven by cost efficiencies related to 

production and the requirements of the Danish Competition Authorities. Further synergies 

includes savings on duplicate overhead in the consolidated company and the presence of a 

monopoly effect on the Danish market, which is regarded one of the considerations of the 

Competition Authorities conditional to approval. The sale of the Thisted plant has been ana-

lysed as a potential requirement of the Competition Authorities with comprehensive scenarios 

on the potential impact, which will impose costs related to capacity expansions at Danish 

Crown’s facilities but also the risk of a new competitor entering the market. 

The overall attractiveness of the merger, despite a positive value estimated, should warrant 

caution. This is due to high reliance on critical assumptions and successful realization of the 

estimated synergies where alternative investment opportunities with similar risk could poten-

tially generate a higher value for the members of Danish Crown. 



Page 120 of 131 

17 Table of References 

A.T. Kearney. (2011). What traditional retailers can learn from the discounters. Retrieved from 

http://www.atkearney.dk/documents/10192/481098/What_Traditional_Retailers_Can_Learn

_from_the_Discounters.pdf/e5184e65-4755-4752-ae58-d78ee0e2ad5f; 

Andreyeva, T., Long, M., & Brownell, K. (2010). The impact of food prices on consumption: A 

systematic review of research on the price elasticity of demand for food. American Journal 

of Public Health, 100(2), 216-222.  

Bang, B. (2014, 04. Dec.). Tican får finansiel partner. Børsen.Dk 

Berk, J., & DeMarzo, P. (2014). Corporate finance (Third Edition ed.) Pearson. 

Bloomberg Terminal. (2016). Bloomberg terminal: Data extracted. data on peers HK Scan, Tyson 

Foods, Hormel, Ter Beke and Societé created. Retrieved 

from http://www.bloomberg.com/markets 

Bradley, Michael, Desai, Anand, and Kim, E. Han. (1988). Synergistic gains from corporate ac-

quisitions and their division between the stockholders of target and acquiring firms. Journal 

of Financial Economics, 5, 21-40.  

Brennan, G. E. (2014). Danish crown AmbA. In T. Grant (Ed.), International directory of com-

pany histories (pp. 90-94). Farmington Hills, MI: St. James Press. 

Christensen, P. M. (2000, 15. Sep). Danish Crown sælger slagteri. Børsen.Dk 

Cook, M. (1995). The future of U.S. agricultural cooperatives: A neoinstitutional approach. 

American Journal of Agricultural Economics, 77(5), 1153-1159. 

Damodaran, A. (1999). Private company valuation. New York University: Stern School of Busi-

ness. 

Damodaran, A. (2005). The value of synergy. Stern School of Business: New York University. 

http://www.atkearney.dk/documents/10192/481098/What_Traditional_Retailers_Can_Learn_from_the_Discounters.pdf/e5184e65-4755-4752-ae58-d78ee0e2ad5f;
http://www.atkearney.dk/documents/10192/481098/What_Traditional_Retailers_Can_Learn_from_the_Discounters.pdf/e5184e65-4755-4752-ae58-d78ee0e2ad5f;
http://www.bloomberg.com/markets


Page 121 of 131 

Danish Agriculture and Food Council. (2015). Danish pig meat industry. Retrieved from 

http://www.agricultureandfood.dk/Danish_Agriculture_and_Food/Danish_pig_meat_industr

y.aspx

Danish Agriculture and Food Council. (2016). Food safety. Retrieved from 

http://www.agricultureandfood.dk/danish-agriculture-and-food/food-safety 

Danish Crown. (2002). Årsrapport 2001/02 

Danish Crown. (2012a). Årsrapport 2011/12 

Danish Crown. (2012b). Virksomhedsbeskrivelse. Retrieved from 

http://www.danishcrown.dk/Investor/Virksomhedsbeskrivelse.aspx 

Danish Crown. (2013a). Årsrapport 2012/13 

Danish Crown. (2013b). Facts. Retrieved from http://www.danishcrown.com/Danish-

Crown/FAQ/Facts.aspx 

Danish Crown. (2014a). 125 years of food history. Retrieved from 

http://www.danishcrown.com/Danish-Crown/125-years-of-food-history.aspx 

Danish Crown. (2014b). Årsrapport 2013/14 

Danish Crown. (2015a). Annual report 2014/15 

Danish Crown. (2015b). Slagterifusion afblæst. Retrieved from 

http://www.danishcrown.dk/Nyheder/Nyhedsarkiv/Nyheder-2015/Slagterifusion-

afblaest.aspx 

Danish Crown. (2015c). Tican and Danish Crown to merge. Retrieved from 

www.danishcrown.dk/News.../Tican-and-Danish-Crown-to-merge.aspx 

Danish Crown. (2015d). Vedtægter for leverandørselskabet Danish Crown AmbA. Articles of As-

sociation, , 1. 

http://www.agricultureandfood.dk/Danish_Agriculture_and_Food/Danish_pig_meat_industry.aspx
http://www.agricultureandfood.dk/Danish_Agriculture_and_Food/Danish_pig_meat_industry.aspx
http://www.agricultureandfood.dk/danish-agriculture-and-food/food-safety
http://www.danishcrown.dk/Investor/Virksomhedsbeskrivelse.aspx
http://www.danishcrown.com/Danish-Crown/FAQ/Facts.aspx
http://www.danishcrown.com/Danish-Crown/FAQ/Facts.aspx
http://www.danishcrown.com/Danish-Crown/125-years-of-food-history.aspx
http://www.danishcrown.dk/Nyheder/Nyhedsarkiv/Nyheder-2015/Slagterifusion-afblaest.aspx
http://www.danishcrown.dk/Nyheder/Nyhedsarkiv/Nyheder-2015/Slagterifusion-afblaest.aspx
http://www.danishcrown.dk/News.../Tican-and-Danish-Crown-to-merge.aspx


Page 122 of 131 

Danish Crown. (2016a). Danish Crown official webpage. Retrieved from 

http://www.danishcrown.dk/ 

Danish Crown. (2016b). Jais Valeur now heads Danish Crown. Retrieved from 

http://www.danishcrown.com/News-and-Press/News/Jais-Valeur-now-heads-Danish-

Crown.aspx 

Danish Ministry of Finance. (2015). Opdateret 2020 forløb: Grundlag for udgiftslofter 2019 

Danmarks Statistik. (2016a). Danmarks nationalbanks rentesatser, pengemarkedsrentesatser samt 

obligationsrentegennemsnit ultimo (pct p.a.) efter type og tid: MPK3 10 årig statsobligation. 

Retrieved from http://www.statistikbanken.dk/ 

Danmarks Statistik. (2016b). Jordbrugets økonomi: ANI51 slagtedyr og kødproduktion. Re-

trieved from http://dst.dk/da/ 

Direct Table Foods. (2016). Direct Table Foods: From the farm. Retrieved from 

http://www.directtable.co.uk/Corporate/from-the-farm 

Dyrberg, R. (2013, ). Danish Crown lover nu fyrings-godtgørelse. Avisen.Dk 

Euractiv. (2015). Brussels plans help for pork sector hit by Russian ban. Retrieved from 

http://www.euractiv.com/section/agriculture-food/news/brussels-plans-help-for-pork-sector-

hit-by-russian-ban/ 

Euromonitor. (2016). Euromonitor forecast and historic development 

food: fromfFesh  Euromonitor  trade sources/national statistics 
Health and wellness: Euromonitor from trade sources/national statistics

Packaged food: Euromonitor from trade sources/national statistics. 

Retrieved from http://www.euromonitor.com/fresh-food 

European Commission. (2013a). The common agricultural policy (CAP) and agriculture in eu-

rope - frequently asked questions. ( No. 1). Brussels: European Commission. 

http://www.danishcrown.dk/
http://www.danishcrown.com/News-and-Press/News/Jais-Valeur-now-heads-Danish-Crown.aspx
http://www.danishcrown.com/News-and-Press/News/Jais-Valeur-now-heads-Danish-Crown.aspx
http://www.statistikbanken.dk/
http://dst.dk/da/
http://www.directtable.co.uk/Corporate/from-the-farm
http://www.euractiv.com/section/agriculture-food/news/brussels-plans-help-for-pork-sector-hit-by-russian-ban/
http://www.euractiv.com/section/agriculture-food/news/brussels-plans-help-for-pork-sector-hit-by-russian-ban/
http://www.euromonitor.com/fresh-food


Page 123 of 131 

European Commission. (2013b). Prospects for agricultural markets and income in the EU 2013-

2023. ( No. 1). European Commission: 

European Commission. (2015). EU agricultural outlook: Prospects for EU agricultural markets 

and income 2015-2025. ( No. 1). ec.europe.eu: European Commission: Agricultre and Rural 

Development.  

Finans.dk. (2015). "Lille Kjeld" løb med det hele. Retrieved from 

http://finans.dk/protected/finans/erhverv/ECE7478857/Lille-Kjeld-l%C3%B8b-med-det-

hele/?ctxref=ext 

Food Supply. (2011). Tican forgylder andelshavere. Retrieved from http://www.food-

supply.dk/article/view/72167/tican_forgylder_andelshavere 

Food Supply. (2014). Partner i spil hos Tican. Retrieved from http://www.food-

supply.dk/article/view/143338/partner_i_spil_hos_tican 

Globalmeatnews.com. (2014). Russia's import ban - the last thing we need? Retrieved from 

http://www.globalmeatnews.com/Industry-Markets/Russia-s-import-ban-the-last-thing-we-

need 

Habeck, M., Kröger, F., and Träm, M. (2000). After the merger: Seven strategies for successful 

post-merger integration.(Harlow: Person Education Ltd.) 

Holm, K. (2012). In KreaNord (Ed.), Growth, creativity and innovation in the nordic countries: 

18 nordic cases on the creation of values through competences within creativity and busi-

ness understanding. Denmark: Nordic Council of Ministers. 

Howell, R. A. (1970). Plan to integrate your acquisitions. Harvard Business Review, (November-

December), 66-74. 

IMF. (2015). World economic outlook database. Retrieved from 

http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/download.aspx 

http://finans.dk/protected/finans/erhverv/ECE7478857/Lille-Kjeld-l%C3%B8b-med-det-hele/?ctxref=ext
http://finans.dk/protected/finans/erhverv/ECE7478857/Lille-Kjeld-l%C3%B8b-med-det-hele/?ctxref=ext
http://www.food-supply.dk/article/view/72167/tican_forgylder_andelshavere
http://www.food-supply.dk/article/view/72167/tican_forgylder_andelshavere
http://www.food-supply.dk/article/view/143338/partner_i_spil_hos_tican
http://www.food-supply.dk/article/view/143338/partner_i_spil_hos_tican
http://www.globalmeatnews.com/Industry-Markets/Russia-s-import-ban-the-last-thing-we-need
http://www.globalmeatnews.com/Industry-Markets/Russia-s-import-ban-the-last-thing-we-need
http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/download.aspx


Page 124 of 131 

Indexmundi.com. (2016). Swine (pork) monthly price - danish krone per pound. Retrieved from 

http://www.indexmundi.com/commodities/ 

Jensen, E. (2015, 26. Feb). Svineproducenter taber millioner på slagterifusion. Dr.Dk 

Knowledge, W. U. (2005). Why do so many mergers fail? 

Koller, T., Goedhart, M., & Wessels, D. (2010). Valuation - measuring and managing the value 

of companies (5.th ed.). Hoboken, N.J: Wiley. 

Koller, T., Goedhart, M., & Wessels, D. (2015). Valuation: Measuring and managing the value 

of companies (6.th ed.). Hoboken, N.J: Wiley. 

Konkurrence - og Forbrugerstyrelsen. (2002). Fusionen mellem danish crown og steff-houlberg. 

Statens Pligtarkiv: Konkurrence - og Forbrugerstyrelsen. 

Konkurrence - og Forbrugerstyrelsen. (2013a, 21-08-2013). Dokumentation: Fusionen mellem 

danish crown - steff houlberg. Kfst.Dk 

Konkurrence - og Forbrugerstyrelsen. (2013b). Dokumentation: Fusionen mellem danish crown - 

steff houlberg. www.kfst.dk: Konkurrence - og forbrugerstyrelsen. 

Kristensen, A. (2011, 18. March). Kineserne elsker marinerede griseører til middag. 

Landbrugsavisen.Dk 

Landbrug & Fødevarer,. (2013). Overimplementering af EU-regler. ( No. 1). lf.dk: Landbrug & 

Fødevarer. 

Landbrug & Fødevarer,. (2015). Statistik svin 2014 Landbrug & Fødevarer. 

Landbrug & Fødevarer,. (2016a). Notering slagtesvin 2011-2015. Retrieved from 

https://www.lf.dk/tal-og-analyser/noteringer/historisk-notering-slagtesvin/notering-

slagtesvin-2011 

http://www.indexmundi.com/commodities/
http://www.kfst.dk/
https://www.lf.dk/tal-og-analyser/noteringer/historisk-notering-slagtesvin/notering-slagtesvin-2011
https://www.lf.dk/tal-og-analyser/noteringer/historisk-notering-slagtesvin/notering-slagtesvin-2011


Page 125 of 131 

Landbrug & Fødevarer,. (2016b). Om landbrug & fødevarer. Retrieved from http://lf.dk/om-

os/om-landbrug-og-foedevarer/om-landbrug-og-foedevarer 

Landbrugsavisen.dk. (2015, 04. Nov.). DC-boss: Tican taber op mod 400 mio. kr. 

Landbrugsavisen 

Lund, J., & Vorre, N. (2015, 24. Feb.). Danish Crown og Tican går sammen i kæmpe fusion 

 . Børsen 

Mandagmorgen.dk. (2014, 06. Oct.). Danish Crown satser stærkt på biologiske restprodukter. 

Mandagmorgen.Dk 

MarketLine. (2014). Global meat, fish & poultry [industry profile] 

accessed from MarketLine advantage MarketLine. 

MarketLine. (2015). Meat & livestock in europe [industry profile] 

accessed from MarketLine advantage 

Meditsky, A. (2016, 04 Jan.). Putin sparks Russian pork boom as import ban expands hog breeding. 

Bloomberg.Com 

Mellen, C. M., & Evans, F. C. (2010). Wiley finance : Valuation for M&A : Building value in 

private companies (2). Hoboken, US: Wiley. 

Mørch, T. (2016, ). Millionstrid mellem Tican og Danish Crown fortsætter. Fødevarewatch.Dk, pp. 

1. 

Mulherin, J. H., & Boone, L. A. (2000). Comparing acquisitions and divestures. Journal of Cor-

porate Finance, 6, 117-139. 

Nordjyske.dk. (2014, 22-08-2014). Tican lukker i Fjerritslev 

- manglede adgang til det russiske marked rammer 160 medarbejdere. Nordjyske.Dk 

OECD. (2015). OECD-FAO agricultural outlook (edition 2015): Meat consumption 

http://lf.dk/om-os/om-landbrug-og-foedevarer/om-landbrug-og-foedevarer
http://lf.dk/om-os/om-landbrug-og-foedevarer/om-landbrug-og-foedevarer


Page 126 of 131 

Petersen, C. V., & Plenborg, T. (2012). Financial statement analysis Pearson. 

Porter, M. (1979). How competitive forces shape strategy. 

Rappaport, A., & Sirower, M. (1999). Stock or cash?: The trade-offs for buyers and sellers in 

mergers and acquisitions. Retrieved from https://hbr.org/1999/11/stock-or-cash-the-trade-

offs-for-buyers-and-sellers-in-mergers-and-acquisitions 

Robson, C. (2013). Real world research: A resource for users of social research methods in ap-

plied settings (3rd ed.). Hoboken, N.J: 

Rouse, T., & Frame, T. (2009, 04. Nov.). The 10 steps to successful M&A integration. Bain 

Briefs 

Royer, J. S. (2014). Determining your cooperative’s cost of equity. 

Selskabsskatteloven, (2015). 

Shaffer, E. (2015). Danish Crown, Tican cancel merger plans. Retrieved from 

http://www.meatpoultry.com/articles/news_home/Global/2015/11/Danish_Crown_Tican_ca

ncel_merg.aspx?ID=%7BCB22DA1B-899E-46BD-867E-CFA25B78F0C7%7D&cck=1 

Sheen, A. (2014). The real product market impact of mergers. Journal of Finance, 69(6), 2651-

2688. doi:10.1111/jofi.12200 

Smitt, L. B. (2015, 02. April). Mulighed for hjælp til tican-medlemmer. Landbrugsavisen 

Sørensen, O. (2012). Regnskabsanalyse og værdiansættelse - en praktisk tilgang (4th ed.). Dan-

mark: Gjellerup forlag. 

Statista. (2016). Statista forecast: Fresh meat and processed foods pricing forecast. Retrieved 

from http://www.statista.com/ 

Stern NYU. (2016). Price and value to book ratio by sector (US). Retrieved from 

http://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/pbvdata.html 

https://hbr.org/1999/11/stock-or-cash-the-trade-offs-for-buyers-and-sellers-in-mergers-and-acquisitions
https://hbr.org/1999/11/stock-or-cash-the-trade-offs-for-buyers-and-sellers-in-mergers-and-acquisitions
http://www.meatpoultry.com/articles/news_home/Global/2015/11/Danish_Crown_Tican_cancel_merg.aspx?ID=%7BCB22DA1B-899E-46BD-867E-CFA25B78F0C7%7D&cck=1
http://www.meatpoultry.com/articles/news_home/Global/2015/11/Danish_Crown_Tican_cancel_merg.aspx?ID=%7BCB22DA1B-899E-46BD-867E-CFA25B78F0C7%7D&cck=1
http://www.statista.com/
http://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/pbvdata.html


Page 127 of 131 

Tax.dk. (2016). Skattefri fusion (C.D.5.2.1 ed.) 

Tican. (2012a). Annual report 2011/2012 

Tican. (2012b). Vedtægter for andelsselskabet tican a.m.b.a. 

Tican. (2013). Annual report 2012/2013 

Tican. (2014a). Annual report 2013/2014 

Tican. (2014b). Pressemeddelelse: Tican koncernens årsregnskab 2013/14 

Tican. (2014c). Råvaresikring i Nordjylland. Retrieved from 

http://www.tican.dk/nyheder/2014/04/raavaresikring-i-nordjylland 

Tican. (2015). Produkter. Retrieved from http://www.tican.dk/om-tican/produkter 

Tican Chilled. (n.d.). Products. Retrieved from http://www.ticanchilled.co.uk/products.php 

Tican Rose. (n.d.). Tican Rose: About us. Retrieved from 

http://www.ticanrose.de/index.php/en/about-us 

TV2. (2014). Danish Crown outsources growth. Retrieved from 

http://nyheder.tv2.dk/samfund/2014-04-11-danish-crown-flytter-al-v%C3%A6kst-til-

udlandet 

WHO. (2003). Global and regional food consumption patterns and trends. Retrieved from 

http://www.who.int/nutrition/topics/3_foodconsumption/en/print.html 

Williamson, L. (1987). The farmers' cooperative yardstick: Cooperative mergers, acquisitions 

and other forms of restructuring University of Kentucky, College of Agriculture, Coopera-

tive Extension Service. 

Yin, R. K. (2003). Applications of case study research (2nd ed.). London: 

http://www.tican.dk/nyheder/2014/04/raavaresikring-i-nordjylland
http://www.tican.dk/om-tican/produkter
http://www.ticanchilled.co.uk/products.php
http://www.ticanrose.de/index.php/en/about-us
http://nyheder.tv2.dk/samfund/2014-04-11-danish-crown-flytter-al-v%C3%A6kst-til-udlandet
http://nyheder.tv2.dk/samfund/2014-04-11-danish-crown-flytter-al-v%C3%A6kst-til-udlandet
http://www.who.int/nutrition/topics/3_foodconsumption/en/print.html


Page 128 of 131 

18 Table of Figures 

Figure 4-1: Visualization of value created during M&A (Koller et. al, 2015, p. 600) .................. 13 

Figure 5-1: Danish Crown Ownership Structure based on (Danish Crown, 2014) ....................... 18 

Figure 5-2: Distribution of cooperative members in Danish Crown (Danish Crown, 2014) ........ 19 

Figure 5-3: Notation and supplementary payments per pig, Tican and Danish Crown (Annual 

reports 2010-2014) ........................................................................................................................ 20 

Figure 5-4 Weekly notation prices Danish Crown and Tican (Landbrug & Fødevarer, 2016a) ... 20 

Figure 5-5: Assumed revenue split Danish Crown, 2014 based on annual reports ....................... 21 

Figure 5-6: Geographical revenue split of Tican, 2013/14 (Tican, 2014) ..................................... 25 

Figure 6-1 Summary of Porter's Five Forces (own creation) ........................................................ 38 

Figure 6-2: Primary activities in Tican's value chain (own creation based on (Petersen & 

Plenborg, 2012) ............................................................................................................................. 39 

Figure 7-1: Structure of the financial analysis based on (Petersen & Plenborg, 2012; Sørensen, 

2012) .............................................................................................................................................. 43 

Figure 7-2: Decomposition of the DuPont pyramid and EVA based on (Petersen & Plenborg, 

2012) .............................................................................................................................................. 47 

Figure 7-3: Abnormal return illustrated through ROIC and WACC (Own creation) ................... 50 

Figure 7-4: Benchmarking ROIC of Danish Crown and Tican with appropriate peers, own 

creation based on (Bloomberg Terminal, 2016). ........................................................................... 51 

Figure 7-5: Benchmarking Profit Margins of Danish Crown and Tican with appropriate peers, 

own creation based on (Bloomberg Terminal, 2016). ................................................................... 52 

Figure 7-6: Capital structure of Danish Crown and Tican based on analytical statements ........... 56 

Figure 11-1: Waterfall Chart: Present value of synergies from the business case ........................ 77 

Figure 12-1: Multiple analysis on consolidated company ............................................................. 99 

Figure 12-2: Key financial ratios of peer group and consolidated company ................................. 99 

Figure 12-3: Sensitivity analysis - value of the business case ..................................................... 100 

Figure 13-1: Changes in payment per kg for Tican cooperative members ................................. 107 

Figure 13-2: Ownership changes through levelling-out period assuming no equity growth ...... 108 



Page 129 of 131 

19 Table of Tables 

Table 3-1 Summary of key figures .................................................................................................. 4 

Table 5-1 Business areas in Danish Crown (Danish Crown, 2014) .............................................. 22 

Table 6-1: Average annual growth rates 2014-2020, Fresh meat, select countries (Euromonitor 

forecasts, 2016) .............................................................................................................................. 28 

Table 6-2: Average growth rate 2014-2020, processed foods, select countries (Euromonitor 

forecasts, 2016) .............................................................................................................................. 29 

Table 6-3: Consumption of meat, kg per capita, selected countries (OECD, 2015). .................... 32 

Table 6-4: Meat Consumption (kg per capita) in EU 28 and the World (OECD, 2015). .............. 32 

Table 7-1: Peer group introduction based on annual reports and (Bloomberg Terminal, 2016) ... 44 

Table 7-2: Decomposition of the return on equity for Tican, based on (Petersen & Plenborg, 

2012) .............................................................................................................................................. 48 

Table 7-3: Decomposition of return on equity for Tican based on (Petersen & Plenborg, 2012) 

and (Sørensen, 2012) ..................................................................................................................... 49 

Table 7-4: Common-size summary of Tican based on (Petersen & Plenborg, 2012) ................... 49 

Table 7-5: Short term liquidity risk of Tican, Danish Crown and average peer based on 

(Bloomberg Terminal, 2016; Danish Crown, 2014b; Tican, 2014a)............................................. 53 

Table 7-6: Long term liquidity risk of Tican, Danish Crown and average peer based on 

(Bloomberg Terminal, 2016; Danish Crown, 2014b; Tican, 2014a)............................................. 54 

Table 7-7: Target NIBD/EBITDA and estimated leverage for Danish Crown, Tican and 

appropriate peers............................................................................................................................ 56 

Table 8-1: SWOT summary of key factors influencing the position and attractiveness of Tican 57 

Table 9-1: Tican volume and price growth weighted by industry, geography. Own creation based 

on (Bloomberg Terminal, 2016; Euromonitor forecasts, 2016). ................................................... 60 

Table 9-2: Operational value-drivers as % of revenue, own creation. .......................................... 62 

Table 9-3: Other operational value drivers, own creation ............................................................. 62 

Table 9-4: Balance sheet value drivers, own creation ................................................................... 63 

Table 9-5: Cost of Capital estimation for Tican, Own creation based on (Bloomberg Terminal, 

2016). Full analysis in appendices 46 to 47. ................................................................................. 64 

Table 9-6: DCF stand-alone Tican (DC perspective), Own creation ............................................ 66 

Table 9-7: Multiples analysis on Tican based on (Bloomberg Terminal, 2016) ........................... 67 

Table 9-8: Sensitivity analysis - WACC on terminal growth, Tican............................................. 68 

Table 9-9: Sensitivity analysis - WACC on production cost, Tican ............................................. 69 



Page 130 of 131 

Table 10-1: Danish Crown volume and price growth weighted by industry, geography. Own 

creation based on (Bloomberg Terminal, 2016; Euromonitor forecasts, 2016). ........................... 70 

Table 10-2: Operational value, Own creation, based on (Danish Crown, 2012a; Danish Crown, 

2013a; Danish Crown, 2014b; Danish Crown, 2015a) .................................................................. 72 

Table 10-3: Other operating income statement value drivers, Danish Crown, Own creation ....... 72 

Table 10-4: Balance sheet value drivers used in the sales-driven forecast ................................... 73 

Table 10-5: Enterprise value of Danish Crown stand-alone, Own creation .................................. 73 

Table 10-6: Multiples analysis on Danish Crown based on (Bloomberg Terminal, 2016) ........... 74 

Table 10-7: Sensitivity analysis - WACC on terminal growth, Danish Crown ............................ 75 

Table 10-8 : Sensitivity analysis - WACC on production cost, Danish Crown ............................ 76 

Table 11-1: Merger agreement, transfer of assets and payments to Tican .................................... 78 

Table 11-2: Total assets transferred during the merger, net of sale .............................................. 80 

Table 11-3: Restructuring costs from capacity constraints and due diligence .............................. 82 

Table 11-4: Revenue synergies through monopolistic behaviour on Danish markets .................. 83 

Table 11-5: Cannibalization effect on shared markets .................................................................. 85 

Table 11-6: Marginal production efficiency .................................................................................. 87 

Table 11-7: Total production layoffs to achieve estimated marginal efficiency ........................... 87 

Table 11-8: Total overhead reduction and implied cost saving..................................................... 88 

Table 11-9: Remuneration and auditor fees, excluding compensation severance packages ......... 89 

Table 11-10: Total compensation packages for operational and managerial employees .............. 90 

Table 11-11: Consolidated value drivers as % of revenue based on synergy estimates ............... 91 

Table 11-12: Financial synergies, depreciation and taxation ........................................................ 93 

Table 11-13: Debt repayments to facilitate increased leverage post-merger ................................ 94 

Table 12-1: DCF valuation on consolidated company, incl. synergies and restructuring costs .... 97 

Table 12-2: Step by step valuation of the estimated synergies ..................................................... 98 

Table 12-3: Best and Worst case scenarios ................................................................................. 101 

Table 12-4: Overview of scenarios created ................................................................................. 102 

Table 13-1: Changes in equity due to decreased supplementary payments ................................ 109 

Table 13-2: Key ratios per cooperative member in present values ............................................. 110 

Table 13-3: Present value of financial ratios per cooperative member ....................................... 111 



  

Page 131 of 131 

 

20 Table of Appendices 



Appendix Page 1 of 90 

20 Table of Appendices 

Appendix 1: Revenue split Danish Crown ................................................................................. 4 

Appendix 2: Supplier concentration, Denmark .......................................................................... 5 

Appendix 3: Distribution of slaughtering, Danish Crown .......................................................... 6 

Appendix 4: Main subsidiaries in Danish Crown ....................................................................... 7 

Appendix 5: Main subsidiaries in Tican ................................................................................... 11 

Appendix 6: Overview over the processes in Tican ................................................................. 13 

Appendix 7: Price development in Europe following the Russian trade embargo  ................... 14 

Appendix 8: GDP Per capita, current prices in key markets  .................................................... 14 

Appendix 9: Meat Consumption............................................................................................... 15 

Appendix 10: Tican - Income statement(s) .............................................................................. 17 

Appendix 11: Tican - Balance sheet(s)..................................................................................... 18 

Appendix 12: Tican – Analytical Income statement(s) ............................................................ 19 

Appendix 13: Tican - Analytical balance sheet(s).................................................................... 20 

Appendix 14: Tican - Profitability Analysis............................................................................. 21 

Appendix 15: Tican - Common-size analysis........................................................................... 22 

Appendix 16: Tican - Credit rating........................................................................................... 22 

Appendix 17: Danish Crown - Income statement(s) ................................................................ 23 

Appendix 18: Danish Crown - Balance Sheet(s) ...................................................................... 24 

Appendix 19: Danish Crown - Analytical Income statement(s)............................................... 25 

Appendix 20: Danish Crown - Analytical balance sheet(s)...................................................... 26 

Appendix 21: Danish Crown - Profitability Analysis............................................................... 27 

Appendix 22: Danish Crown - Common-size analysis............................................................. 28 

Appendix 23: Liquidity analysis – summary tables ................................................................. 28 

Appendix 24: Liquidity Analysis - Short term ratios ............................................................... 29 

Appendix 25: Liquidity Analysis - Long term ratios................................................................ 30 

Appendix 26: Peer Group - ROIC ............................................................................................ 31 

Appendix 27: Peer Group - Profit margin ................................................................................ 31 

Appendix 28: Peer Group: Introduction ................................................................................... 32 

Appendix 29: Peer Group: Hk scan .......................................................................................... 32 

Appendix 30: Peer Group: Hormel ........................................................................................... 34 

Anne Hald
Typewritten Text

Anne Hald
Typewritten Text



Appendix Page 2 of 90 

Appendix 31: Peer Group: Ter Beke ........................................................................................ 35 

Appendix 32: Peer Group: Societe LDC .................................................................................. 37 

Appendix 33: Peer Group: Tyson foods ................................................................................... 38 

Appendix 34: SWOT analysis .................................................................................................. 40 

Appendix 35: Stand-alone Tican: Forecast Data ...................................................................... 41 

Appendix 36: Stand-alone Tican: Forecasted growth, summary.............................................. 42 

Appendix 37: Stand-alone Tican: Historical revenue split ....................................................... 43 

Appendix 38: Stand-alone Tican: Forecasted revenue split  ..................................................... 43 

Appendix 39: Stand-alone Tican: Volume growth forecast ..................................................... 44 

Appendix 40: Stand-alone Tican: Price growth forecast .......................................................... 44 

Appendix 41: Stand-alone Tican: Adjustments ........................................................................ 45 

Appendix 42: Stand-alone Tican: Proforma forecast and value drivers ................................... 46 

Appendix 43: Stand-alone Tican: DCF .................................................................................... 48 

Appendix 44: Stand-alone Tican: Sensitivity ........................................................................... 48 

Appendix 45: Stand-alone Tican: Net working capital Note.................................................... 49 

Appendix 46: Cost of Capital theory and estimation................................................................ 50 

Appendix 47: Cost of Capital beta estimation .......................................................................... 59 

Appendix 48: Stand-alone Danish Crown: Forecast Data ........................................................ 60 

Appendix 49: Stand-alone Danish Crown: Forecasted growth, summary ............................... 61 

Appendix 50: Stand-alone Danish Crown: Historical revenue split ......................................... 62 

Appendix 51: Stand-alone Danish Crown: Forecasted revenue split ....................................... 63 

Appendix 52: Stand-alone Danish Crown: Volume growth forecast ....................................... 63 

Appendix 53: Stand-alone Danish Crown: Price growth forecast ............................................ 63 

Appendix 54: Stand-alone Danish Crown: Adjustments .......................................................... 64 

Appendix 55: Stand-alone Danish Crown: Proforma forecast and value drivers ..................... 65 

Appendix 56: Stand-alone Danish Crown: DCF ...................................................................... 67 

Appendix 57: Stand-alone Danish Crown: Sensitivity ............................................................. 67 

Appendix 58: Stand-alone Danish Crown: Net working capital Note ..................................... 68 

Appendix 59: Stand-alone Business Case: DCF summary (without synergies)....................... 69 

Appendix 60: Business Case: DCF summary (with synergies) ................................................ 69 

Appendix 61: Business Case: Merger agreement ..................................................................... 69 

Appendix 62: Business Case: Waterfall chart .......................................................................... 70 



 

Appendix Page 3 of 90 

 

Appendix 63: Business Case: Waterfall chart data................................................................... 71 

Appendix 64: Business Case: Note 1 – Marginal production................................................... 72 

Appendix 65: Business Case: Note 2 – Management Remuneration and Auditor fees ........... 73 

Appendix 66: Business Case: Note 3 – Restructuring costs ..................................................... 73 

Appendix 67: Business Case: Note 4 – Operational cost savings ............................................ 74 

Appendix 68: Business Case: Note 5 – Sale of Thisted Plant and net new investments.......... 75 

Appendix 69: Business Case: Note 6 – Special items .............................................................. 75 

Appendix 70: Business Case: Note 7 – Net Interest Bearing Debt and repayments ................ 76 

Appendix 71: Business Case: Note 8 – Cannibalization effect ................................................ 77 

Appendix 72: Business Case: Note 9 – Monopoly effect from Denmark ................................ 78 

Appendix 73: Business Case: Note 10 – Depreciations ........................................................... 78 

Appendix 74: Business Case: Note 11 – Cost value drivers .................................................... 79 

Appendix 75: Business Case: Proforma forecast and value drivers  ......................................... 80 

Appendix 76: Business Case: Multiples analysis ..................................................................... 82 

Appendix 77: Business Case: Sensitivity ................................................................................. 82 

Appendix 78: Business Case: Scenario analysis ...................................................................... 83 

Appendix 79: Business Case: Scenario analysis, key financials  .............................................. 84 

Appendix 80: Business Case: Cooperative impact ................................................................... 85 

Appendix 81: DATA: Closing prices, peer group .................................................................... 86 

Appendix 82: DATA: Closing prices, Index ............................................................................ 87 

Appendix 83: Regressions: Closing price returns on indecies  ................................................. 89 

Appendix 84: Regressions: Adjusted closing price returns on indecies  ................................... 90 

 

 

  



 

Appendix Page 4 of 90 

 

Appendix 1: Revenue split Danish Crown 
 

Danish Crown has not published a geographical revenue split since 2005, which is naturally 

quite outdated. Contact to Danish Crown has been attempted in order to obtain more recent 

revenue splits, but unsuccessfully. The solution has been to base the revenue split on the 

historical 2005 and adjust these based on knowledge about Danish Crown’s current key markets 

which is obtained from the annual reports from 2005 and onwards as well as any recent 

statements such as Denmark constituting 10.1% of revenue in 2014, that China being the largest 

single market in terms of volume for the DC Fresh Meat business unit and that the UK is the 

largest single market, followed by Japan, China and Germany. This is naturally a rough 

approximation of the actual true revenue split, but will serve as a proxy for the purpose of 

forecasting Danish Crown’s revenue.  

 

Revenue Split 

Historic revenue split 2004-2005     
Assumed split 
2013/14 

UK 30%   UK 21.23% 

Japan 13%  Japan 10.62% 

Europa incl. SE 18%  EU 12.74% 

Sweden 3%  SE 4.25% 

Øvrige Verden 6%  Rest. W 4.25% 

Danmark 9%  DK 10.12% 

Tyskland 10%  Germany 7.08% 

Øvrig Europa (RUSLAND) 5%  Other, Europe 4.95% 

USA 7%  USA 7.08% 

     China 17.69% 

          
  100.00%     100.00% 
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Appendix 2: Supplier concentration, Denmark 
Source: (Landbrug & Fødevarer, 2015) 

1994       

No. pigs per supplier No. suppliers % of  suppliers No. pigs % of pigs 

                 1  -            200               14,335  52.2%          857,354  4.5% 

            201  -            500                  4,244  15.5%      1,389,772  7.3% 

            501  -         1,000                  3,175  11.6%      2,313,328  12.2% 

        1,001  -         2,000                  2,969  10.8%      4,147,863  21.8% 

        2,001  -         3,000                  1,310  4.8%      3,210,436  16.9% 

        3,001  -         4,000                     625  2.3%      2,148,807  11.3% 

        4,001  -         5,000                     318  1.2%      1,409,606  7.4% 

        5,001  - 0,000                     403  1.5%      2,674,138  14.1% 

      10,001  -                         67  0.2%          874,199  4.6% 

Total                  27,446  100%    19,025,503  100% 

2004       

No. pigs per supplier No. suppliers % of  suppliers No. pigs % of pigs 

                 1  -            200                  3,242  29.4%          221,251  1.0% 

            201  -            500                  1,349  12.2%          445,277  2.1% 

            501  -         1,000                  1,187  10.8%          869,848  4.0% 

        1,001  -         2,000                  1,679  15.2%      2,467,186  11.4% 

        2,001  -         3,000                  1,070  9.7%      2,632,572  12.2% 

        3,001  -         4,000                     747  6.8%      2,601,134  12.0% 

        4,001  -         5,000                     537  4.9%      2,404,129  11.1% 

        5,001  -      10,000                     986  8.9%      6,690,927  31.0% 

      10,001  -                      225  2.0%      3,256,672  15.1% 

Total                  11,022  100%    21,588,996  100% 

       

2014       

No. pigs per supplier No. suppliers % of  suppliers No. pigs  % of pigs 

                 1  -            200                     368  12.1%            27,893  0.2% 

            201  -            500                     250  8.2%            82,728  0.5% 

            501  -         1,000                     217  7.1%          165,343  1.0% 

        1,001  -         2,000                     338  11.1%          504,737  3.2% 

        2,001  -         3,000                     306  10.1%          772,465  4.9% 

        3,001  -         4,000                     243  8.0%          849,225  5.4% 

        4,001  -         5,000                     214  7.0%          960,312  6.1% 

        5,001  -      10,000                     694  22.8%      4,919,097  31.0% 

      10,001  -      20,000                     303  10.0%      4,115,538  26.0% 

      20,001  -                      109  3.6%      3,448,108  21.8% 

Total  -  3,042 100% 15,845,446 100% 
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Appendix 3: Distribution of slaughtering, Danish Crown 
 

Figure: Danish Crown slaughterings per country (Danish Crown, 2014) 
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Appendix 4: Main subsidiaries in Danish Crown 
 

 
Source: (Danish Crown, 2016) 
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FRILAND  

Friland produces organic beef and pork meat under brands such as Frilandsgrisen, Friland 

Kødkvæg, Friland Limousine. Friland has 800 suppliers and is fully owned by Danish Crown. 

Danish Crown’s production and distribution facilities are used. A large part of Friland’s 

production is sold on the international market, and Friland is the largest actor on the European 

organic meat market. Friland has subsidiaries in Germany and Poland.  

 Revenue: 710 mDKK 

 Employees: 25  

KLS UGGLARPS   

KLS UGGLARPS is Danish Crown’s swedish subsidiary and is the second largest 

slaughterhouse in Sweden with approximately 0.7 million pigs and 0.1 million cattle 

slaughtered annually. KLS UGGLARPS has 3 production sites and sells to the Swedish 

market. 

 Revenue: 2.8 billion DKK  

 Employees: 675  

 

SCAN-HIDE  

Scan-Hide is the leading producer-owned company in Europe within raw hides and 

intermediate productions. Scan-Hide processes and sells hides to international tanneries. In 

2015 the company processed 994.576 hides from Danish and German cattle slaughterhouses.  

 Revenue: 730 mDKK 

 Employees: 110  

 Ownership share: 76.6% 

 

DAT-SCHAUB  

Dat-Schaub handles, produces and sells casings and entrails to multiple markets. Dat-Schaub 

is the world largest producer of casings and sells globally. Dat-Schaub processes casings on 

all Danish pig slaughterhouses as well as on slaughterhouses in Germany, Sweden, Poland, 

England, France and the US. Dat-Schaub also produces machinery for cleansing and sorting 

of hog casings. The company has subsidiaries in Germany, Portugal, France, China, Sweden, 

Norway, Finland, England, the US, New Zealand, Australia and Estonia.   

 Revenue: 3.4 billion DKK  

 Employees: 1,800 

 Ownership share: 90%  
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TULIP LTD.  

Tulip Ltd. sells and processes meat and meat products in England under several brands and is 

one of the largest in England. Tulip Ltd. has 15 plants in England and processes meat from 

English and Danish pigs. The company produces products such as bacon, ham, sausages, 

snacks etc. The company furthermore slaughters english pigs.  

In addition to Tulip Ltd’s own products, the company has close collaboration with Danish 

Tulip Food company about sales of canned foods. Tulip Ltd sells to the largest retail chains 

and also engages in foodservice and deliveries for industrial producers of food.   

 Revenue: 11.7 billon DKK 

 Employees: 5,900  

 Sælger og producerer udelukkende til det engelske marked fordelt på 16 

fabrikker med en omsætning på 10,7 mia. kr. og 6.200 ansatte.  

 

TULIP FOOD COMPANY:  

Tulip produces and sells processed foods to Denmark and exports to more than 80 countries. 

Tulip has 9 production plants, of which 5 are located in Denmark, 3 in Germany and 1 in 

Sweden. In addition Tulip has 8 sales offices in Europe and Asia. Approximately 50% of 

Tulip’s products are sold in the Nordic countries and the rest is sold throughout the world. 

Tulip especially exports goods such as canned foods, bacon, sausages and luncheon meats.  

Tulip produces several brands such as Tulip, Mou, GØL, Steff-Houlberg and Den Grønne 

Slagter. Tulip also offers food services and Tulip Food Service is a large supplier to canteens, 

restaurants and public institutions.  

 Revenue: 5.1 billion DKK 

 Employees: 1,500 

 

SOKOLOW:  

Sokolow is a Polish subsidiary of Danish Crown. Sokolow is the strongest brand within meats 

in Poland and the second largest meat producer in Poland.  

Sokolow has a high degree of processing and large assortment of products. Sokolow produces 

processed meats based on own slaughterings of pigs and cattles and also purchases raw 

materials – in total the company as 7 plants in Poland. The majority of Sokolow’s production 

is sold on the Polish market, but exports are increasing.  

 Revenue: 5.6 billion DKK 

 Employees: 6.600 



 

Appendix Page 10 of 90 

 

 

 

 

PLUMROSE USA:  

Plumrose USA produces ham, bacon and ribs among other things, primarily to the American 

market and is one of the strongest companies within its niche. Plumrose sells to the largest 

retailchains and food-service companies in the American market through brands such as 

Plumrose, DAK and Danola and is recognised for high quality products. Plumrose has 5 plant 

in the US.  

 Revenue: 3.2 billion DKK 

 Employees: 1,300  

ESS-FOOD:  

ESS-food is a sales and distribution company and sells fresh and frozen food products 

worldwide. ESS-FOOD sells fresh meat products with pork and beef meat, as well as lamb, 

poultry, vegetables and processed foods. The company operates through an international 

network of sales offices and sells products to various companies in the value chain.  

 Revenue: 6.1 billion DKK 

 Employees: 160  
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Appendix 5: Main subsidiaries in Tican 
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Direct Table Foods  

Direct Table Foods is a UK subsidiary of Tican, specializing in bacon and gammon. Direct 

Table Foods is one of the largest bacon and gammon processors in the UK. Direct Table 

Foods supplies products to all areas of UK retail, foodservice and wholesale markets and is 

recognised for product quality. Raw materials include Danish meat sourced from cooperative 

members, but also British and European meat. 

Products are sold on the Direct Brand, which uses EU raw materials, Danish Sizzling brand 

using quality Danish raw materials and Suffolk Crown usng high quality, Bristish red tractor 

raw material. Source: (Direct Table Foods, 2016) 

Pro-Pak Foods 

Pro-Pak Foods is a UK subsidiary focusing on ready meals. Approximately 150,000 ready 

meals are prepared daily, developed in partnership with customers. Products include various 

ready meats, sliced cooked meats, sauces, toddler food and baby puree.  

ZM-Nove 

ZM Nove is Tican’s Polish subsidiary since 2007, although Tican has started a joint venture 

in 2005. ZM Nove is a meadium sized FMCG company, employing 460 people and capacity 

to produce 350-450 tonnes of product each week.  Products are sold under private label and 

brands Nature and In Our House and include hams, sausages.   

Souce: (ZM Nove, n.d.) 

Tican Foods  

Tican Foods is a business unit under Tican Fresh Meat and sells pork meat and processed 

goods. Products include fresh meats, sausages and ham and is sold to retailers  

Source: (Tican Foods, n.d.) 

Tican Rose GmbH 

Tican Rose is a trading company owned by Tican Fresh Meat (50%) and Finnish HK Scan 

(50%), trading with Danish pork and poultry respectively. Products are primarily sold to 

Germany, Austria, France, Spain and Benelux  

(Tican Rose, n.d.) 

Tican Chilled 

Tican Chilled is a UK Subsidiary within wholesale, selling meat products to the UK under 

brands such as Danish Bacon, Farmhouse Champion, South West Beef & Lamb, Dyffryn and 

Danish Sizzling.  

Source: (Tican Chilled, n.d.) 
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Appendix 6: Overview over the processes in Tican 
 

 
Source: (Tican, 2014) 
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Appendix 7: Price development in Europe following the Russian trade 

embargo 
 

 
Source: (European Commission, 2016) 

Appendix 8: GDP Per capita, current prices in key markets 

Denmark, Germany, Japan, United Kingdom and United States  
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China, Poland Russia 

 

Source: (IMF, 2015) 

Appendix 9: Meat Consumption 
 

Total meat consumption in kg/capita for select countries 

 

Source: (OECD, 2015) 
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Total consumption, beef kg/capita for select countries  

Source: (OECD, 2015) 

Total consumption, pork kg/capita for select countries  

 
Source: (OECD, 2015) 
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Total meat consumption, poultry in kg/capita for select countries  

Source: (OECD, 2015) 

Appendix 10: Tican - Income statement(s) 

DKKm 2010/11 2011/12 2012/13 2013/14 

Revenue 4,376.1 4,687.1 5,050.5 5,158.1 

Production cost -3,815.4 -4,154.7 -4,483.4 -4,614.2 

Gross profit 560.7 532.3 567.1 543.9 

Distribution expenses -242.0 -269.1 -323.3 -333.5 

Administration expenses -121.0 -121.3 -124.8 -138.8 

Profit/Loss on ordinary activities 197.6 141.9 119.0 71.5 

Other operating income 6.4 4.0 0.1 0.2 

Other operating expenses  -0.7 -0.5 -1.5 -0.5 

Operating profit/loss 203.4 145.4 117.6 71.2 

Income from investment subsidiaries  0.0 0.0 0.0 0.0 

Income from securities and other investments 80.1 39.8 23.8 18.5 

Financial income 1.7 8.9 6.1 9.1 

Financial expenses -28.3 -39.3 -37.0 -35.2 

Profit before tax 256.8 154.8 110.6 63.6 

Income tax expense -19.1 -10.7 -9.6 -13.9 

Profit before minority interests  237.6 144.1 101.0 49.8 

Minority interests' share of profit subsidiaries  -0.1 -0.7 -0.7 -0.7 

Net profit for the year 237.5 143.4 100.3 49.1 

Source: (Tican, 2012; Tican, 2013; Tican, 2014) 
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Appendix 11: Tican - Balance sheet(s) 

Assets, DKKm 2010/11 2011/12 2012/13 2013/14 

Intangible assets 94.272 105.195 120.515 139.38 

Property, plant and equipment 639.51 734.228 701.027 768.209 

Other securities and equity investments  137.965 151.624 147.682 136.94 

Non-current assets 871.747 991.047 969.224 1044.529 

Inventories 214.795 226.153 256.399 279.612 

Trade receivables 440.534 477.757 475.934 543.584 

Other receivables 76.238 39.84 116.027 92.841 

Deferred tax assets 0 0 0.551 0.855 

Prepayments 6.588 15.923 11.382 15.638 

Cash 17.462 24.056 9.938 6.359 

Current assets 755.617 783.729 870.231 938.889 

Total assets 1627.364 1774.776 1839.455 1983.418 

Liabilities, DKKm 2010/11 2011/12 2012/13 2013/14 

Personal A-Capital 103.085 122.882 122.481 121.454 

Reserve fund 19.513 19.513 19.513 19.513 

Retained earnings 376.669 387.814 397.12 307.092 

Suggested bonus payment for financial year 127.964 120.247 120.339 128.774 

Equity owned by cooperative members of the parent 627.231 650.456 659.453 576.833 

Equity owned by minority interests  2.562 3.306 4.022 4.67 

Equity 629.793 653.762 663.475 581.503 

Subordinated loan capital 150 100 100 0 

Mortgage banks 47.969 46.104 44.476 42.905 

Deferred tax liabilities 26.222 30.282 27.774 23.185 

Credit institutions 232.931 300.234 379.987 430.71 

Other provisions 0 0 2.282 3.821 

Employee bonds 6.488 4.548 2.048 0 

Non-current liabilities 463.61 481.168 556.567 500.621 

Subordinated loan capital 0 50 0 50 

Mortgage banks 1.29 1.49 1.572 1.571 

Credit institutions 142.132 175.835 128.431 278.141 

Employee bonds 0 1.94 2.501 2.042 

Trade payables 250.144 298.865 363.688 391.218 

Corporation tax 8.25 0.917 2.801 7.478 

Deferred income 0 0 0 1.92 

Other payables 132.145 110.799 120.42 168.924 

Current liabilities 533.961 639.846 619.413 901.294 

Liabilities 997.571 1121.014 1175.98 1401.915 

Total Equity and liabilities 1627.364 1774.776 1839.455 1983.418 

Source: (Tican, 2012; Tican, 2013; Tican, 2014) 
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Appendix 12: Tican – Analytical Income statement(s) 

 

DKKm 2010/11 2011/12 2012/13 2013/14 

Effective tax rate 7.4% 6.9% 8.7% 21.8% 

Revenue 4,376 4,687 5,051 5,158 

Production cost -3,762 -4,095 -4,414 -4,537 

Gross profit 614 592 636 621 

Distribution expenses -241 -269 -321 -331 

Administrative expenses -116 -116 -120 -134 

Net other operating income 6 3 -1 0 

EBITDA before investments in other associates  262 211 194 155 

Income from equity investments in associates and 

joint ventures 80 40 24 19 

EBITDA 342 251 218 173 

Depreciations -59 -65 -77 -83 

EBIT 283 185 141 90 

Effective tax on EBIT -21 -13 -12 -20 

NOPAT 262 172 129 70 

Net financial expenses, before tax -27 -30 -31 -26 

Effective tax shield 2 2 3 6 

Net financial, after tax -25 -28 -28 -20 

Consolidated profit 238 144 101 50 

 Source: (Tican, 2012; Tican, 2013; Tican, 2014) 
        

Note 1: Depreciation  2010/11 2011/12 2012/13 2013/14 

DKKm         

Production costs 53 60 69 77 

Distribution costs 0.571 0.636 2.14 2.06 

Administrative expenses 5.197 4.982 5.315 4.473 

Depreciations, total 59 65 77 83 

 Source: (Tican, 2012; Tican, 2013; Tican, 2014) 

        

Note 2: Marginal Tax rate  2010/11 2011/12 2012/13 2013/14 

Danish corporate tax rate 25% 25% 25% 25% 

Adjustment for actual tax -17.6% -18.1% -16.3% -3.2% 

Typical cooperation tax level 0.57% 0.57% 0.57% 0.57% 

Effective tax rate, calculated 7.45% 6.92% 8.67% 21.77% 

  Source: (Tican, 2012; Tican, 2013; Tican, 2014) and (Petersen & Plenborg, 2012) 
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Appendix 13: Tican - Analytical balance sheet(s) 

Invested Capital from Operations (DKKm) 2010/11 2011/12 2012/13 2013/14 

Intangible assets 94.3 105.2 120.5 139.4 

Property, plant and equipment 639.5 734.2 701.0 768.2 

Non-current operating assets 733.8 839.4 821.5 907.6 

Inventories 214.8 226.2 256.4 279.6 

Trade receivables 440.5 477.8 475.9 543.6 

Other receivables 76.2 39.8 116.0 92.8 

Prepayments 6.6 15.9 11.4 15.6 

Deferred tax assets 0.0 0.0 0.6 0.9 

Current operating assets 738.2 759.7 860.3 932.5 

Total Operating assets 1,471.9 1,599.1 1,681.8 1,840.1 

Deferred tax liabilities 26.2 30.3 27.8 23.2 

Other provisions 0.0 0.0 2.3 3.8 

Trade payables 250.1 298.9 363.7 391.2 

Corporation tax 8.3 0.9 2.8 7.5 

Deferred income 0.0 0.0 0.0 1.9 

Other payables 132.1 110.8 120.4 168.9 

Current operating liabilities  416.8 440.9 517.0 596.5 

Net operating assets (Invested Capital) 1,055.2 1,158.2 1,164.9 1,243.6 

Invested Capital from Finance (DKKm) 2010/11 2011/12 2012/13 2013/14 

Subordinated loan capital 150.0 150.0 100.0 50.0 

Mortgage banks 49.3 47.6 46.0 44.5 

Credit institutions 375.1 476.1 508.4 708.9 

Employee bonds 6.5 6.5 4.5 2.0 

Interest-bearing liabilities 580.8 680.2 659.0 805.4 

Equity investments in associates and joint ventures 0.0 0.0 0.0 0.0 

Other securities and equity investments 138.0 151.6 147.7 136.9 

Receivables from affiliate companies 0.0 0.0 0.0 0.0 

Cash 17.5 24.1 9.9 6.4 

Interest-bearing assets 155.4 175.7 157.6 143.3 

Net interest-bearing debt 425.4 504.5 501.4 662.1 

Equity 629.8 653.8 663.5 581.5 

NIBD + equity (Invested Capital) 1055.2 1158.2 1164.9 1243.6 
 Source: Own creation based on (Tican, 2012; Tican, 2013; Tican, 2014) and (Petersen & Plenborg, 

2012) 
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Appendix 14: Tican - Profitability Analysis 

Profitability analysis   2011/12 2012/13 2013/14 

Level 1: Decomposition of RoE         

Return on Equity (ROE) =Consolidated profit/Equity 22.45% 15.33% 8.00% 

Net Borrowing Cost (NBC) = Net Financial Expenses / NIBD -6.08% -5.60% -3.51% 

Financial Leverage = NIBD / Equity 0.72 0.76 0.93 

Spread between ROIC and NBC = ROIC - ABS(NBC) 9.49% 5.52% 2.32% 

Sanity Check, ROE = ROIC + (ROIC + NBC)*Leverage 22.45% 15.33% 8.00% 

          

Level 2: Decomposition of ROIC         

Return on invested capital (ROIC) = NOPAT / Invested Capital 15.58% 11.12% 5.83% 

Profit margin (PM) = NOPAT / Net Revenue 3.68% 2.56% 1.36% 

Turnover Rate (TO) = Net Revenue / Invested Capital 4.24 4.35 4.28 

1/Turnover Rate = 1/TO 0.24 0.23 0.23 

Sanity Check, ROIC = PM x TO 15.58% 11.12% 5.83% 

          

Level 3: Decomposition of Profit 

Margin and Turnover   2011/12 2012/13 2013/14 

EBITDA margin   5.35% 4.32% 3.36% 

EBIT margin   3.95% 2.80% 1.74% 

NOPAT   3.68% 2.56% 1.36% 

Consolidated profit   3.07% 2.00% 0.97% 

          

Level 3: Decomposition of 1/ATO   2011/12 2012/13 2013/14 

Intangible assets   0.0213 0.0223 0.0252 

Property, plant and equipment   0.1465 0.1421 0.1424 

Non-current operating assets   0.1678 0.1644 0.1676 

Inventories   0.0470 0.0478 0.0520 

Trade receivables   0.0980 0.0944 0.0988 

Other receivables   0.0124 0.0154 0.0202 

Prepayments   0.0024 0.0027 0.0026 

Deferred tax assets   0.0000 0.0001 0.0001 

Current operating assets   0.1598 0.1604 0.1738 

Total Operating assets   0.3276 0.3248 0.3414 

Deferred tax liabilities   0.0060 0.0057 0.0049 

Other provisions   0.0000 0.0002 0.0006 

Trade payables   0.0586 0.0656 0.0732 

Corporation tax   0.0010 0.0004 0.0010 

Deferred income   0.0000 0.0000 0.0002 

Other payables   0.0259 0.0229 0.0280 

Current operating liabilities    0.0915 0.0948 0.1079 

Net operating assets (Invested 

Capital)   0.2361 0.2300 0.2335 

Source: Own creation based on (Petersen & Plenborg, 2012) 
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Appendix 15: Tican - Common-size analysis 

Common-size, Tican 2010/11 2011/12 2012/13 2013/14 

Revenue 100.00% 100.00% 100.00% 100.00% 

Production cost -85.97% -87.37% -87.40% -87.97% 

Gross profit 14.03% 12.63% 12.60% 12.03% 

Distribution expenses -5.52% -5.73% -6.36% -6.43% 

Administrative expenses -2.65% -2.48% -2.37% -2.60% 

Net other operating income 0.13% 0.07% -0.03% -0.01% 

EBITDA before investments in other associates  5.99% 4.50% 3.85% 3.00% 

Income from equity investments in associates and joint 

ventures 1.83% 0.85% 0.47% 0.36% 

EBITDA 7.82% 5.35% 4.32% 3.36% 

Depreciations -1.34% -1.40% -1.52% -1.62% 

EBIT 6.48% 3.95% 2.80% 1.74% 

Effective tax on EBIT -0.48% -0.27% -0.24% -0.38% 

NOPAT 5.99% 3.68% 2.56% 1.36% 

Net financial expenses, before tax -0.61% -0.65% -0.61% -0.51% 

Effective tax shield 0.05% 0.04% 0.05% 0.11% 

Net financial, after tax -0.56% -0.60% -0.56% -0.40% 

Consolidated profit 5.43%  3.07%  2.00%  0.97%  

Source: Own creation based on (Petersen & Plenborg, 2012) 

Appendix 16: Tican - Credit rating 

Credit Rating of Tican 

Adjusted key financial ratios 2011 2012 2013 2014 

EBIT interest cover (#) 10.6 6.1 4.6 3.4 

EBITDA interest cover (#) 12.8 8.2 7.1 6.6 

CFO/total liabilities (%) 28.3% 15.7% 10.0% 13.3% 

Return on invested capital (%) 24.9% 14.9% 11.1% 5.6% 

Gross profit/revenue (%) 14.0% 12.6% 12.6% 12.0% 

Long term debt/invested capital (%) 55.0% 58.7% 56.6% 64.8% 

          

EBIT interest cover AA A BBB BB 

EBITDA interest cover A BBB BBB BBB 

CFO/total liabilities AA A BBB BBB 

Return on invested capital AA BBB BB CCC 

EBIT/revenue B B B B 

Total liabilities/invested capital BB B BB B 

Source: Own creation based on (Petersen & Plenborg, 2012) 
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Appendix 17: Danish Crown - Income statement(s) 

DKKm 2010/11 2011/12 2012/13 2013/14 

Revenue 51,754 56,462 58,164 58,029 

Production cost -44,572 -49,125 -50,851 -50,635 

Gross profit 7,182 7,337 7,313 7,394 

Distribution cost -3,709 -3,838 -3,831 -3,893 

Administrative expenses -1,412 -1,481 -1,466 -1,515 

Other operating income 8 23 19 29 

Other operating expenses  -40 -36 -17 -20 

Income from equity investments in associates and joint 

ventures 175 265 80 183 

Operating profit before special items (EBIT) 2,204 2,270 2,098 2,178 

Special Items 0 0 0 -16 

Operating profit after special items 2,204 2,270 2,098 2,162 

Financial income 227 96 109 65 

Financial expenses -449 -431 -443 -369 

Profit before tax 1,982 1,935 1,764 1,858 

Tax on profit for the year -220 -203 -181 -202 

Net profit for the year 1,762 1,732 1,583 1,656 

Source: (Danish Crown, 2015) 
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Appendix 18: Danish Crown - Balance Sheet(s) 

Assets, DKKm 2010/11 2011/12 2012/13 2013/14 

Intangible assets 1,465 1,595 1,626 2,782 

Property, plant and equipment 9,843 10,244 10,104 10,466 

Equity investments in associates and joint ventures  269 345 354 347 

Other securities and equity investments  49 47 35 8 

Other receivables 221 203 112 99 

Biological assets 64 78 81 96 

Deferred tax assets 588 575 535 517 

Non-current assets 12,499 13,087 12,847 14,315 

Inventories 3,709 3,703 4,112 4,313 

Biological assets 158 233 231 257 

Trade receivables 6,083 6,479 6,157 6,778 

Receivables from and prepayments to cooperative 

members 370 398 426 401 

Receivables from associates  5 10 11 7 

Other receivables 462 566 515 499 

Prepayments 97 100 91 116 

Other securities and equity investments  266 256 233 197 

Cash 286 690 102 132 

Current assets 11,436 12,435 11,878 12,700 

Total assets 23,935 25,522 24,725 27,015 

Liabilities, DKKm 2010/11 2011/12 2012/13 2013/14 

Contributed capital 1,604 1,576 1,543 1,505 

Other reserves -190 16 -70 70 

Retained earnings 3,928 4,138 4,330 4,675 

Equity owned by cooperative members of the parent 5,342 5,730 5,803 6,250 

Equity owned by minority interests  49 67 159 173 

Equity 5,391 5,797 5,962 6,423 

Pension obligations 125 204 203 219 

Deferred tax liabilities 433 412 355 384 

Other provisions 67 205 195 205 

Loans and borrowings 11,687 10,380 11,205 10,437 

Non-current liabilities 12,312 11,201 11,958 11,245 

Other provisions 16 56 47 94 

Loans and borrowings 1,637 3,520 1,504 3,431 

Trade payables 2,377 2,777 3,104 3,394 

Payables to associates 26 51 52 46 

Income tax payable 119 88 62 133 

Other payables 1,977 1,938 1,948 2,134 

Deferred income 80 94 88 115 

Current liabilities 6,232 8,524 6,805 9,347 

Liabilities 18,544 19,725 18,763 20,592 

Total Equity and liabilities 23,935 25,522 24,725 27,015 
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Appendix 19: Danish Crown - Analytical Income statement(s) 

DKKm 2010/11 2011/12 2012/13 2013/14 

Effective tax rate -11.1% -10.5% -10.3% -10.9% 

Revenue 51,754 56,462 58,164 58,029 

Production cost -43,453 -47,943 -49,606 -49,370 

Gross profit 8,301 8,519 8,558 8,659 

Distribution cost -3,676 -3,809 -3,787 -3,846 

Administrative expenses -1,347 -1,408 -1,395 -1,455 

Net other operating income -32 -13 2 9 

Income from equity investments in associates and joint 

ventures 175 265 80 183 

Special items 0 0 0 196 

EBITDA 3,421 3,554 3,458 3,746 

Depreciations -1,217 -1,284 -1,360 -1,584 

EBIT 2,204 2,270 2,098 2,162 

Effective tax on EBIT -245 -238 -216 -236 

NOPAT 1,959 2,032 1,882 1,926 

Net financial expenses, before tax -222 -335 -334 -304 

Effective tax shield 24.6 35.2 34.4 33.1 

Net financial, after tax -197 -300 -300 -271 

Consolidated profit 1,762 1,732 1,582 1,655 

Note 1: Depreciation 2010/11 2011/12 2012/13 2013/14 

Production costs 1,119 1,182 1,245 1,265 

Distribution costs 33 29 44 47 

Administrative expenses 65 73 71 60 

Special items 0 0 0 212 

Depreciations, total 1,217 1,284 1,360 1,584 

Note 2: Marginal Tax rate 2010/11 2011/12 2012/13 2013/14 

Danish corporate tax rate 25% 25% 25% 25% 

Adjustment for cooperative taxation -13.9% -14.5% -14.7% -14.1% 

Effective tax rate, annual report 11.1% 10.5% 10.3% 10.9% 

Effective tax rate, calculated 11.1% 10.5% 10.3% 10.9% 

Source: Own creation based on (Danish Crown, 2015) and (Petersen & Plenborg, 2012) 
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Appendix 20: Danish Crown - Analytical balance sheet(s) 

Invested Capital from Operations (DKKm) 2010/11 2011/12 2012/13 2013/14 

Intangible assets 1,465 1,595 1,626 2,782 

Property, plant and equipment 9,843 10,244 10,104 10,466 

Biological assets 64 78 81 96 

Deferred tax assets 588 575 535 517 

Non-current operating assets 11,960 12,492 12,346 13,861 

Inventories 3,709 3,703 4,112 4,313 

Biological assets 158 233 231 257 

Trade receivables 6,083 6,479 6,157 6,778 

Receivables from and prepayments to cooperative 

members 370 398 426 401 

Receivables from associates 5 10 11 7 

Other receivables 462 566 515 499 

Prepayments 97 100 91 116 

Current operating assets 10,884 11,489 11,543 12,371 

Total Operating assets 22,844 23,981 23,889 26,232 

Other provisions 16 56 47 94 

Trade payables 2,377 2,777 3,104 3,394 

Payables to associates 26 51 52 46 

Income tax payable 119 88 62 133 

Other payables 1,977 1,938 1,948 2,134 

Deferred income 80 94 88 115 

Current operating liabilities  4,595 5004 5301 5916 

Total operating liabilities 4,595 5004 5301 5916 

Net operating assets (Invested Capital) 18,249 18,977 18,588 20,316 

Invested Capital from Finance (DKKm) 2010/11 2011/12 2012/13 2013/14 

Pension obligations 125 204 203 219 

Loans and borrowings 13,324 13900 12709 13868 

Deferred tax liabilities 433 412 355 384 

Other provisions 67 205 195 205 

Interest-bearing liabilities 13,949 14,721 13,462 14,676 

Equity investments in associates and joint ventures  269 345 354 347 

Other securities and equity investments  315 303 268 205 

Other receivables 221 203 112 99 

Cash 286 690 102 132 

Interest-bearing assets 1091 1541 836 783 

Net interest-bearing debt 12,858 13,180 12,626 13,893 

Equity 5,391 5,797 5,962 6,423 

NIBD + equity (Invested Capital) 18,249 18,977 18,588 20,316 

Source: Own creation based on (Danish Crown, 2015) and (Petersen & Plenborg, 2012) 
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Appendix 21: Danish Crown - Profitability Analysis 

Profitability analysis   2011/12 2012/13 2013/14 

Level 1: Decomposition of RoE         

Return on Equity (ROE) =Consolidated profit/Equity 30.96% 26.91% 26.73% 

Net Borrowing Cost (NBC) = Net Financial Expenses / NIBD -2.30% -2.32% -2.04% 

Financial Leverage = NIBD / Equity 2.33 2.19 2.14 

Spread between ROIC and NBC = ROIC - ABS(NBC) 8.61% 7.70% 7.86% 

Sanity Check, ROE 

= ROIC + (ROIC + 

NBC)*Leverage 30.96% 26.91% 26.73% 

Level 2: Decomposition of ROIC         

Return on invested capital (ROIC) = NOPAT / Invested Capital 10.92% 10.02% 9.90% 

Profit margin (PM) = NOPAT / Net Revenue 3.60% 3.24% 3.32% 

Turnover Rate (TO) = Net Revenue / Invested Capital 3.03 3.10 2.98 

1/Turnover Rate = 1/TO 0.33 0.32 0.34 

Level 3: Decomposition of PM /ATO   2011/12 2012/13 2013/14 

EBITDA margin   6.29% 5.95% 6.46% 

EBIT margin   4.02% 3.61% 3.73% 

NOPAT   3.60% 3.24% 3.32% 

Consolidated profit   3.07% 2.72% 2.85% 

Level 3: Decomposition of 1/ATO   2011/12 2012/13 2013/14 

Intangible assets   0.027 0.028 0.038 

Property, plant and equipment   0.178 0.175 0.177 

Deferred tax assets   0.010 0.010 0.009 

Non-current operating assets   0.217 0.214 0.226 

Inventories   0.066 0.067 0.073 

Biological assets   0.003 0.004 0.004 

Trade receivables   0.111 0.109 0.111 

Receivables from and prepayments to 

cooperative members   0.007 0.007 0.007 

Other receivables   0.009 0.009 0.009 

Current operating assets   0.198 0.198 0.206 

Total Operating assets   0.415 0.412 0.432 

Deferred tax liabilities   0.007 0.007 0.006 

Other provisions   0.002 0.003 0.003 

Other provisions   0.001 0.001 0.001 

Trade payables   0.046 0.051 0.056 

Payables to associates   0.001 0.001 0.001 

Income tax payable   0.002 0.001 0.002 

Other payables   0.035 0.033 0.035 

Deferred income   0.002 0.002 0.002 

Current operating liabilities    0.085 0.089 0.097 

Total operating liabilities   0.085 0.089 0.097 



 

Appendix Page 28 of 90 

 

Appendix 22: Danish Crown - Common-size analysis 

Common-size 2010/11 2011/12 2012/13 2013/14 

Revenue 100% 100% 100% 100% 

Production cost -84.0% -84.9% -85.3% -85.1% 

Gross profit 16.0% 15.1% 14.7% 14.9% 

Distribution cost -7.1% -6.7% -6.5% -6.6% 

Administrative expenses -2.6% -2.5% -2.4% -2.5% 

Net other operating income -0.1% 0.0% 0.0% 0.0% 

Income from equity investments in associates and joint 

ventures 0.3% 0.5% 0.1% 0.3% 

EBITDA 6.6% 6.3% 5.9% 6.5% 

Depreciations -2.4% -2.3% -2.3% -2.7% 

EBIT 4.3% 4.0% 3.6% 3.7% 

Effective tax on EBIT -0.5% -0.4% -0.4% -0.4% 

NOPAT 3.8% 3.6% 3.2% 3.3% 

Net financial expenses, before tax -0.4% -0.6% -0.6% -0.5% 

Effective tax shield 0.0% 0.1% 0.1% 0.1% 

Net financial, after tax -0.4% -0.5% -0.5% -0.5% 

Consolidated profit 3.4% 3.1% 2.7% 2.9% 

Source: Own creation based on (Danish Crown, 2015) and (Petersen & Plenborg, 2012) 

Appendix 23: Liquidity analysis – summary tables 

Short term liquidity Risk 2011 2012 2013 2014 

Current ratio         

Tican 1.63 1.58 1.56 1.41 

Danish Crown 1.29 1.29 1.32 1.31 

Average of peer group 1.86 1.94 1.93 2.05 

Quick ratio         

Tican 1.26 1.08 1.21 0.87 

Danish Crown 1.24 1.01 1.12 0.87 

Average of peer group 0.92 1.04 0.92 0.80 

CFO to short-term debt         

Tican 0.68 0.40 0.23 0.31 

Danish Crown 0.44 0.51 0.65 0.46 

Average of peer group 0.34 0.42 0.40 0.65 

Financial leverage         

Tican 1.58 1.71 1.77 2.41 

Danish Crown 3.44 3.40 3.15 3.21 

Average of peer group 1.33 1.28 1.27 1.15 

EBIT interest coverage         

Tican 10.63 6.09 4.58 3.44 

Danish Crown 9.93 6.78 6.28 7.11 

Source: Own creation based on (Petersen & Plenborg, 2012) and (Bloomberg Terminal, 2016) 
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Appendix 24: Liquidity Analysis - Short term ratios 

SHORT TERM LIQUIDITY RISK 

Current Ratio 2011 2012 2013 2014 

Danish crown 1.3 1.3 1.3 1.3 

Tican 1.6 1.6 1.6 1.4 

HK Scan 1.5 1.5 1.5 1.6 

Hormel 2.5 2.7 2.6 3.1 

Ter Beke 1.6 1.6 1.6 1.7 

Societe 1.8 1.9 1.8 1.8 

Tyson 2.0 2.1 2.0 2.0 

Quick ratio 2011 2012 2013 2014 

Danish crown 1.2 1.0 1.1 0.9 

Tican 1.3 1.1 1.2 0.9 

HK Scan 0.5 0.5 0.5 0.5 

Hormel 1.9 2.5 1.8 1.4 

Ter Beke 0.7 0.7 0.8 0.9 

Societe 0.6 0.6 0.6 0.6 

Tyson 0.9 0.9 0.9 0.6 

Liquidity Cycle 2011 2012 2013 2014 

Danish crown 43.2 40.4 37.7 39.0 

Tican 26.8 24.8 24.8 23.7 

CFO 2011 2012 2013 2014 

Danish crown 43.9% 50.5% 64.8% 46.0% 

Tican 67.8% 40.0% 22.7% 31.2% 

HK Scan 25.4% 24.5% 13.7% 16.2% 

Hormel 50.5% 88.4% 91.0% 153.5% 

Ter Beke 22.6% 22.3% 28.6% 28.6% 

Societe 22.4% 19.5% 27.9% 27.1% 

Tyson 49.3% 56.9% 39.5% 100.9% 

Source: Own creation based on (Petersen & Plenborg, 2012) and (Bloomberg Terminal, 2016) 
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Appendix 25: Liquidity Analysis - Long term ratios 

LONG TERM LIQUIDITY RISK 

Financial Leverage 2011 2012 2013 2014 

Danish crown 3.4 3.4 3.1 3.2 

Tican 1.6 1.7 1.8 2.4 

HK Scan 1.9 2.0 2.0 1.7 

Hormel 0.7 0.6 0.6 0.5 

Ter Beke 1.7 1.7 1.5 1.4 

Societe 1.2 1.2 1.2 1.2 

Tyson 1.0 0.9 1.0 1.0 

Solvency Ratio 2011 2012 2013 2014 

Danish crown 0.2 0.2 0.2 0.2 

Tican 0.4 0.4 0.4 0.3 

HK Scan 0.3 0.3 0.3 0.4 

Hormel 0.6 0.6 0.6 0.7 

Ter Beke 0.4 0.4 0.4 0.4 

Societe 0.4 0.5 0.5 0.5 

Tyson 0.5 0.5 0.5 0.5 

Interest coverage ratio 2011 2012 2013 2014 

Danish crown 9.9 6.8 6.3 7.1 

Tican 10.6 6.1 4.6 3.4 

Solvency Ratio 2011 2012 2013 2014 

Danish crown 3.8 3.7 3.7 3.7 

Tican 1.2 2.0 2.3 3.8 

HK Scan 3.3 4.4 0.9 -3.2 

Hormel 0.0 -0.2 -0.1 0.1 

Ter Beke 1.9 1.8 1.3 1.3 

Societe 0.1 0.2 0.1 0.1 

Tyson 1.2 0.6 3.6 2.0 

Source: Own creation based on (Petersen & Plenborg, 2012) and (Bloomberg Terminal, 2016) 
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Appendix 26: Peer Group - ROIC 

ROIC 2011 2012 2013 2014 

Danish crown 10.7% 10.7% 10.1% 9.5% 

Tican 24.9% 14.9% 11.1% 5.6% 

HK Scan 4.4% 2.9% 3.8% 9.0% 

Hormel 16.8% 16.2% 15.8% 0.0% 

Ter Beke 6.8% 5.8% 4.4% 5.7% 

Societe 8.0% 7.2% 7.6% 9.2% 

Tyson 11.2% 10.1% 10.9% 7.6% 

 

 

Appendix 27: Peer Group - Profit margin 

PM 2011 2012 2013 2014 

Danish crown 3.8% 3.6% 3.2% 3.3% 

Tican 6.0% 3.7% 2.6% 1.4% 

HK Scan 1.8% 1.6% 1.7% 0.6% 

Hormel 9.0% 9.4% 9.3% 9.2% 

Ter Beke 4.4% 3.8% 3.2% 2.6% 

Societe 4.5% 3.5% 3.4% 3.1% 

Tyson 5.5% 4.0% 3.9% 4.0% 
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Appendix 28: Peer Group: Introduction 

Source: 

Own creation based annual reports of peer group 

Appendix 29: Peer Group: Hk scan 

Key stats 2009/10 2010/11 2011/12 2012/13 2013/14 

Market Capitalization < 1,513.90 1,314.10 1,534.70 1,292.00 

- Cash & Equivalents 535.7 617.7 220.4 70.9 70.9 

+ Preferred & Other 64.2 67.1 64.8 0 0 

+ Total Debt 3,728.00 3,016.80 1,176.40 1,147.80 1,147.80 

Enterprise Value 4,745.30 3,980.20 2,334.80 2,611.60 2,369.00 

Revenue, Comparable 18,957.90 18,485.40 14,825.50 14,299.20 14,299.20 

Growth %, YoY 2.1 -2.5 -19.8 -3.5 -3.5 

Gross Profit — — — 877.2 877.2 

Margin % — — — 6.1 6.1 

EBITDA 961 548.9 1,029.50 -333.4 -332.7 

Margin % 5.1 3 6.9 -2.3 -2.3 

Net Inc, Comparable 76.7 62.1 182.3 73.2 74 

Margin % 0.4 0.3 1.2 0.5 0.5 

EPS, Comparable 1.41 1.15 3.38 1.51 1.53 

Growth %, YoY 2.7 -18.5 194.2 -55.4 -62.9 

Cash from Operations 796.5 827.1 472.6 498.2 498.2 

Capital Expenditures -572.4 -358 -508.4 — 

Free Cash Flow 224.1 469.1 -35.8 — 

Source: (Bloomberg Terminal, 2016) 
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Multiples 2009/10 2010/11 2011/12 2012/13 2013/14 

P/E 23.5 3.11 381 315 10.5 

Average 12.49 23.16 5.97     

High 23.5 27.13 381     

Low 11 3.11 3.23     

P/Book 0.51 0.4 0.48 0.4 0.4 

Average 0.52 0.5 0.58     

High 0.59 0.59 0.77     

Low 0.46 0.4 0.42     

P/Tangible Book 0.82 0.6 0.74 0.61   

Average 0.95 0.81 0.87     

High 1.09 0.95 1.15     

Low 0.82 0.6 0.63     

P/Cash Flow 1.83 2.78 3.08 2.53 2.44 

Average 1.9 1.81 3.99     

High 2.17 2.78 5.3     

Low 1.68 1.55 2.89     

P/Free Cash Flow 3.23 — —     

Source: (Bloomberg Terminal, 2016) 

Profitability 2009/10 2010/11 2011/12 2012/13 2013/14 

Returns           

Return on Common Equity 6.9 2.44 4.08 2.19 13.56 

Return on Assets 2.38 0.8 1.33 0.75 5.77 

Return on Capital 5.6 4.39 2.91 3.79 8.98 

Return on Invested Capital 9.41 6.43 5.89 -0.29 -2.61 

            

Margins           

Gross Margin — — — — — 

EBITDA Margin 4.71 4.45 5.16 3.48 6.94 

 Operating Margin 1.8 1.55 1.73 0.55 2.79 

Incremental Operating Margin -152.78 0.16 38.98 -8.08 — 

Pretax Margin 1.73 0.45 0.57 0.32 2.58 

Income before XO Margin 1.46 0.49 0.71 0.46 2.88 

Net Income Margin 1.32 0.41 0.66 0.41 2.85 

Net Income to Common Margin 1.32 0.41 0.66 0.41 2.85 

            

Additional           

Effective Tax Rate 15.62 — — — — 

Dvd Payout Ratio 42.65 92.08 33.52 62.04 9.52 

Sustainable Growth Rate 3.96 0.19 2.71 0.83 12.27 

Source: (Bloomberg Terminal, 2016) 
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Appendix 30: Peer Group: Hormel 

Key stats 2009/10 2010/11 2011/12 2012/13 2013/14 

Market Capitalization 44,523.50 62,185.80 81,444.90 122,256.20 154,303.40 

- Cash & Equivalents  1,488.80 2,346.80 1,965.10 2,351.50 2,589.50 

+ Preferred & Other 31.6 29.9 37.5 21.6 22.3 

+ Total Debt 1,442.30 1,351.80 1,470.10 2,945.80 1,725.30 

Enterprise Value 41,614.20 61,220.80 80,987.50 122,872.10 153,466.10 

            

Revenue, Adj 47,415.20 49,579.80 51,482.70 60,759.00 61,914.60 

Growth %, YoY 4.3 6.3 6.5 -0.6 15.2 

Gross Profit, Adj 7,672.50 8,003.90 8,648.30 11,862.00 12,989.10 

Margin % 16.2 16.1 16.8 19.5 21 

EBITDA, Adj 5,093.50 5,317.00 5,893.40 8,176.00 8,914.90 

Margin % 10.7 10.7 11.4 13.5 14.4 

Net Income, Adj 2,859.70 2,991.80 3,337.30 4,687.90 5,209.40 

Margin % 6 6 6.5 7.7 8.4 

EPS, Adj 5.32 5.54 6.17 8.68 9.59 

Growth %, YoY 14.4 4.2 11.4 40.5 43 

            

Cash from Operations 2,982.80 3,613.30 4,127.30 6,506.20 6,921.60 

Capital Expenditures -762.2 -604.8 -879.4 -944.9 -1,011.00 

Free Cash Flow 2,220.70 3,008.50 3,247.90 5,561.30 5,908.70 

Source: (Bloomberg Terminal, 2016) 

Multiples 2009/10 2010/11 2011/12 2012/13 2013/14 

P/E 22.29 23.51 25.82 31.03 28.38 

Average 20.83 24.21 25.48     

High 23.89 26.85 30.65     

Low 15.99 21.58 22.44     

P/Book 3.47 3.84 4.52 5.61 5.19 

Average 3.59 3.77 4.16     

High 4.12 4.18 5.01     

Low 2.76 3.36 3.67     

P/Tangible Book 5.75 7.59 12.27 14.25   

Average 4.9 6.26 8.24     

High 5.75 7.59 12.27     

Low 3.76 5.57 7.24     

P/Cash Flow 18.08 18.56 18.19 22.73 30.38 

Average 19.56 19.63 20.1     

High 22.45 21.78 24.19     

Low 15.03 17.5 17.71     

P/Free Cash Flow 21.71 23.58 21.28 26.63   

Source: (Bloomberg Terminal, 2016) 
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Profitability 2009/10 2010/11 2011/12 2012/13 2013/14 

Returns 

Return on Common Equity 17.49 18.75 18.26 17.17 17.43 

Return on Assets 10.21 11.43 11.35 11.1 11.62 

Return on Capital 15.94 17.45 17.16 16.21 16.54 

Return on Invested Capital 16.12 17.39 16.81 16.16 15.77 

Margins 

Gross Margin 17.16 16.9 16.18 16.14 16.8 

EBITDA Margin 10.69 10.97 10.74 10.64 11.4 

Operating Margin 8.95 9.4 9.29 9.21 10 

Incremental Operating Margin 16.01 14.19 6.67 7.93 22.25 

Pretax Margin 8.65 9.1 9.21 9.12 9.9 

Income before XO Margin 5.54 6.07 6.14 6.06 6.51 

Net Income Margin 5.48 6.01 6.08 6.01 6.47 

Net Income to Common Margin 5.48 6.01 6.08 6.01 6.47 

Additional 

Effective Tax Rate 35.99 33.34 33.41 33.62 34.28 

Dvd Payout Ratio 28.27 28.69 31.55 33.12 35.03 

Sustainable Growth Rate 12.55 13.37 12.5 11.48 11.32 

Source: (Bloomberg Terminal, 2016) 

Appendix 31: Peer Group: Ter Beke 

Key stats 2009/10 2010/11 2011/12 2012/13 2013/14 

Market Capitalization 620.5 739.2 818.3 1,290.50 1,297.30 

- Cash & Equivalents  32.4 51.6 79.9 — 22.2 

+ Preferred & Other 0 0 0 — 0 

+ Total Debt 491.1 430.7 374.4 — 349.3 

Enterprise Value 1,079.10 1,118.30 1,112.80 — 1,624.50 

Revenue, Comparable 3,134.40 3,036.90 2,979.90 2,956.10 2,956.10 

Growth %, YoY 4.2 -3.1 -1.9 -0.8 -0.8 

Gross Profit — — — — 

Margin % — — — — 

EBITDA 241.7 213.8 234.2 — 

Margin % 7.7 7 7.9 — 

Net Inc, Comparable 59.7 47.1 60.6 90.6 90.6 

Margin % 1.9 1.6 2 3.1 3.1 

EPS, Comparable 34.46 27.17 34.99 52.26 52.26 

Growth %, YoY -10.9 -21.3 28.8 49.3 49.4 

Cash from Operations 173.6 180.8 216.2 — 

Capital Expenditures -82 -80.6 -83.9 — 

Free Cash Flow 91.6 100.2 132.2 — 

Source: (Bloomberg Terminal, 2016) 
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Multiples 2009/10 2010/11 2011/12 2012/13 2013/14 

P/E 15.97 13.52 16.8 16.91 14.62 

Average 11.12 16.53 16.91     

High 15.97 17.87 21.75     

Low 10.02 13.52 13.35     

P/Book 1 1.07 — 1.69 1.52 

Average 0.93 1.03 1.34     

High 1.03 1.11 1.72     

Low 0.84 0.97 1.06     

P/Tangible Book 1.65 1.71 — 2.75   

Average 1.56 1.71 2.14     

High 1.74 1.85 2.75     

Low 1.41 1.6 1.69     

P/Cash Flow 4.09 3.79 — 7.02 5.84 

Average 3.91 4.23 4.74     

High 4.35 4.57 6.1     

Low 3.53 3.79 3.74     

P/Free Cash Flow 7.38 6.2 — 16.6   

Source: (Bloomberg Terminal, 2016) 

Profitability 2009/10 2010/11 2011/12 2012/13 2013/14 

Returns           

Return on Common Equity 12.17 9.84 8.55 6.28 8.04 

Return on Assets 4.43 3.63 3.27 2.53 3.44 

Return on Capital 8.22 6.85 5.97 4.57 5.85 

Return on Invested Capital 8.12 6.75 5.77 4.39 5.73 

            

Margins           

EBITDA Margin 9.34 8.27 7.71 7.04 7.86 

Operating Margin 4.43 3.8 3.22 2.6 3.48 

Incremental Operating Margin 27.68 — — -21.4 — 

Pretax Margin 3.55 3.08 2.69 2.2 3.11 

Income before XO Margin 2.6 2.23 1.95 1.52 2.03 

Net Income Margin 2.6 2.23 1.95 1.52 2.03 

Net Income to Common Margin 2.6 2.23 1.95 1.52 2.03 

            

Additional           

Effective Tax Rate 26.82 27.49 27.54 30.67 29.23 

Dvd Payout Ratio 41.42 48.1 52.78 69.84 53.27 

Sustainable Growth Rate 7.13 5.11 4.04 1.89 3.76 

Source: (Bloomberg Terminal, 2016) 
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Appendix 32: Peer Group: Societe LDC 

Key stats 2009/10 2010/11 2011/12 2012/13 2013/14 

Market Capitalization 1,488.80 5,838.20 7,243.10 8,858.50 10,139.00 

- Cash & Equivalents  843 892.4 879.1 1,458.90 867.4 

+ Preferred & Other 68.2 72.7 74.80 137.00 144.50 

+ Total Debt 968.4 1,105.90 1,070.40 1,629.30 1,583.50 

Enterprise Value 5,248.30 6,124.30 7,509.20 9,165.90 10,999.60 

Revenue, Comparable 20,661.90 21,771.50 22,566.20 22,562.60 

Growth %, YoY 8.6 5.4 3.7 0 14.3 

Gross Profit — — — 10,972.70 

Margin % — — — 48.6 

EBITDA 1,260.20 1,257.80 1,641.90 1,846.40 

Margin % 6.1 5.8 7.3 8.2 

Net Inc, Comparable 420 450.6 578 718.4 

Margin % 2 2.1 2.6 3.2 

EPS, Comparable 51.49 55.24 70.88 88.07 

Growth %, YoY -1.9 7.3 28.1 24.3 

Cash from Operations 959.4 865.4 1,333.40 1,404.10 

Capital Expenditures -794.5 -752.7 -743 -78990% 

Source: (Bloomberg Terminal, 2016) 

Multiples 2009/10 2010/11 2011/12 2012/13 2013/14 

P/E 11.98 12.39 12.3 12.18 12.35 

Average 11.97 13.6 13.94 

High 14.16 15.01 16.18 

Low 10.89 11.7 12.3 

P/Book 1.18 1.35 1.48 1.59 1.47 

Average 1.1 1.34 1.52 

High 1.3 1.48 1.76 

Low 1 1.16 1.35 

P/Tangible Book 1.57 1.74 1.93 2.02 

Average 1.5 1.78 1.96 

High 1.78 1.97 2.27 

Low 1.37 1.53 1.74 

P/Cash Flow 6.68 5.37 6.3 6.71 6.33 

Average 5.25 7.57 6.05 

High 6.68 8.36 7.01 

Low 4.77 5.37 5.37 

P/Free Cash Flow 51.25 12.14 14.4 24.52 

Source: (Bloomberg Terminal, 2016) 
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Profitability 2009/10 2010/11 2011/12 2012/13 2013/14 

Returns 

Return on Common Equity 12.25 8.56 9.49 10.15 11.21 

Return on Assets 5.74 3.82 4.28 4.57 5.18 

Return on Capital 10.42 7.32 8.08 8.5 9.26 

Return on Invested Capital 9.59 8.03 7.19 7.61 9.24 

Margins 

Gross Margin — — — — — 

EBITDA Margin 7.24 6.41 6.1 5.78 7.28 

Operating Margin 4.54 3.47 3.37 3.08 4.04 

Incremental Operating Margin 27.75 — 2.22 — 31.29 

Pretax Margin 4.66 2.9 3.47 3.23 3.85 

Income before XO Margin 3.1 1.91 2.04 2.24 2.55 

Net Income Margin 3.05 1.87 2.03 2.21 2.56 

Net Income to Common Margin 3.05 1.87 2.03 2.21 2.56 

Additional 

Effective Tax Rate 33.57 34.28 41.15 30.76 33.74 

Dvd Payout Ratio 24.99 30.74 26.02 22.68 18.94 

Sustainable Growth Rate 9.19 5.93 7.02 785% 9.09 

Source: (Bloomberg Terminal, 2016) 

Appendix 33: Peer Group: Tyson foods 

Key stats 2009/10 2010/11 2011/12 2012/13 2013/14 

Market Capitalization 33,299.30 54,257.80 83,234.30 108,706.90 175,473.30 

- Cash & Equivalents  1,488.80 6,314.60 2,569.10 4,566.00 8,157.50 

+ Preferred & Other 173.7 176.5 82.1 99.5 103.1 

+ Total Debt 14,081.30 13,279.90 47,968.90 44,631.10 46,079.40 

Enterprise Value 41,353.20 61,399.60 128,716.10 148,871.60 213,498.30 

Revenue, Adj 189,594.80 195,445.60 206,534.00 269,590.80 267,195.70 

Growth %, YoY 2.4 4 9.3 10.1 20.1 

Gross Profit, Adj 12,561.30 13,407.20 14,756.40 25,973.20 28,470.50 

Margin % 6.6 6.9 7.1 9.6 10.7 

EBITDA, Adj 10,324.30 11,087.40 12,764.70 19,600.40 21,680.90 

Margin % 5.4 5.7 6.2 7.3 8.1 

Net Income, Adj 4,255.60 5,134.60 5,888.70 8,658.30 9,909.80 

Margin % 2.2 2.6 2.9 3.2 3.7 

EPS, Adj 11.5 13.99 16.16 20.96 24.26 

Growth %, YoY 13.9 21.6 15.5 29.7 50.4 

Cash from Operations 6,808.30 7,471.20 6,474.10 16,746.40 19,197.90 

Capital Expenditures -3,957.70 -3,172.70 -3,473.40 -5,564.80 -5,446.60 

Free Cash Flow 2,850.70 4,298.50 3,000.70 11,181.60 13,740.60 

Source: (Bloomberg Terminal, 2016) 
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Multiples 2011/12 2012/13 2013/14 

P/E 11.62 12.84 13.8 

Average 11.79 14.86 13.97 

High 15.87 17.89 15.31 

Low 7.99 11.2 12.63 

P/Book 1.59 1.6 1.69 

Average 1.41 2.03 1.74 

High 1.9 2.44 1.9 

Low 0.96 1.53 1.57 

P/Tangible Book 2.36 — — 

Average 2.13 3.02 — 

High 2.86 3.64 — 

Low 1.44 2.28 — 

P/Cash Flow 7.66 11.34 7 

Average 7.23 9.81 12.32 

High 9.73 11.79 13.53 

Low 4.9 7.38 7 

P/Free Cash Flow 13.32 24.47 10.48 

Profitability 2009/10 2010/11 2011/12 2012/13 2013/14 

Returns 

Return on Common Equity 16.31 13.86 9.99 12.74 11.45 

Return on Assets 7.31 6.87 5.08 6.46 4.78 

Return on Capital 12.5 11.46 9.82 10.23 7.36 

Return on Invested Capital 12.53 11.21 10.05 10.91 7.62 

Margins 

Gross Margin 8.84 6.82 6.63 6.86 7.14 

EBITDA Margin 7.22 5.55 5.4 5.51 5.22 

 Operating Margin 5.47 3.98 3.89 4 3.81 

Incremental Operating Margin 102.61 — 0.13 6.75 1.72 

Pretax Margin 4.23 3.33 2.92 3.66 3.33 

Income before XO Margin 2.69 2.27 1.86 2.47 2.28 

Net Income Margin 2.74 2.32 1.76 2.26 2.3 

Net Income to Common Margin 2.74 2.32 1.76 2.26 2.3 

Additional 

Effective Tax Rate 36.41 31.75 36.37 32.54 31.63 

Dvd Payout Ratio 7.56 7.96 9.35 12.87 13.32 

Sustainable Growth Rate 15.08 12.76 9.06 11.1 9.93 



 

Appendix Page 40 of 90 

 

Appendix 34: SWOT analysis 
 

 

Source: Own creation 

 

  

Weaknesses

● ●

● ● High short- and long term liquidity risk

● ●

● ●

● ●

Threats

● ●

● ●

● ●

● ●

Cooperative ownership structure ensures supply 

of raw material and opportunity for capacity 

planning and sharing of best practice

Strenghts Internal factors

Cooperative members expect supplementary 

payments at market level, causing Tican to draw 

on equity in 2013/14

Good asset turnover rate

Decreasing profit margins due to drop in prices 

and limited potential to decrease cost

Brands and private label products considered high 

quality

Operations cover the majority of the value chain 

increasing earnings potential and ensuring high 

utilisation of products 

Sensitive to external shocks due to size and 

liquidity but also lack of diversification in product 

portfolio

Good relationships with strong customers in key 

markets, e.g. Aldi, Lidl and Netto (UK) 

Size of operations lacks economies of scale and 

production cost per kg is high

Opportunities External factors

Growth in core markets with high quality products 

that can be leveraged, such as in China and Japan 

with GDP and consumer demand driving the 

growth rate

Increasing complexity in the industry due to 

political requirements related to environment and 

animal welfare 

Technology investments could potentially lower 

production cost 

Excess supply in the European market from lost 

export to Russia causing prices to drop

Competition is fierce and despite product 

differentiation, degree of substitution is high

High demand for premium and discount products 

increasing, especially in core markets such as UK

High degree of customer bargaining power with 

focus on price 

Barriers to entry moderately high, especially in 

the fresh meat industry 
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Appendix 35: Stand-alone Tican: Forecast Data 

Euromonitor forecast Fresh Meats, Volume 

Growth rate, CAGR, volume 2015 2016 2017 2018 2019 2020 

UK -0.20% 1.10% 1.20% 1.70% 1.90% 2.10% 

Japan -0.01% 0.02% 0.01% 0.01% 0.01% 0.01% 

Other (World) 2.30% 2.40% 2.50% 2.60% 2.60% 2.70% 

Denmark -0.70% -0.80% -1.00% -1.30% -1.50% -1.50% 

China and Taiwan 2.80% 2.90% 3.00% 3.00% 3.00% 3.00% 

Polen -0.10% 1.20% 2.30% 2.90% 2.70% 2.50% 

Germany -1.20% -1.30% -1.60% -1.90% -2.10% -2.10% 

Russia -0.60% 1.50% 2.50% 2.90% 2.70% 2.50% 

US and Canada 3.30% 2.60% 0.50% 0.40% 0.70% 0.90% 

Australia & New Zealand 1.00% 0.90% 0.40% 0.50% 0.60% 0.70% 

Weighted average growth 0.4% 1.0% 1.0% 1.2% 1.2% 1.3% 

(Euromonitor forecasts, 2016)       

Euromonitor, Forecast Processed Foods 

Growth rate, CAGR, volume 2015 2016 2017 2018 2019 2020 

UK -1.50% -1.20% -0.60% -0.50% -0.10% 0.00% 

Japan 0.10% 0.00% 0.00% 0.00% 0.00% 0.00% 

Other 0.23% 0.10% 0.30% 0.33% 0.40% 0.43% 

Denmark 0.80% 0.70% 0.90% 0.90% 0.80% 0.80% 

China and Taiwan 0.90% 2.70% 3.70% 4.40% 4.70% 5.00% 

Polen 1.80% 1.10% 1.10% 1.20% 1.20% 1.30% 

Germany -0.20% -0.20% -0.20% -0.30% -0.30% -0.40% 

Russia -0.70% 0.70% 2.20% 2.40% 2.80% 3.20% 

US and Canada 0.50% 1.10% 1.00% 1.20% 1.30% 1.30% 

Australia & New Zealand 1.50% 2.10% 2.10% 2.10% 2.00% 1.90% 

Total Growth, volume -0.1% 0.1% 0.4% 0.5% 0.7% 0.8% 

(Euromonitor forecasts, 2016)       

Euromonitor, forecast Fresh Meats, Prices 

Growth rate, CAGR, volume 2015 2016 2017 2018 2019 2020 

UK 1.60% 3.90% 5.10% 5.60% 5.90% 6.20% 

Japan 4.40% 2.30% 3.70% 3.10% 3.10% 3.10% 

Other 0.03% 2.10% 2.55% 2.75% 3.05% 3.13% 

Denmark -0.50% 1.50% 1.70% 1.80% 2.10% 2.10% 

China and Taiwan 4.80% 6.40% 7.00% 7.30% 7.50% 7.60% 

Polen -0.50% 1.50% 1.70% 1.80% 2.10% 2.10% 

Germany -0.50% 1.50% 1.70% 1.80% 2.10% 2.10% 

Russia 6.10% 16.10% 15.00% 14.30% 13.30% 13.20% 

US and Canada 3.90% 5.60% 3.90% 3.90% 4.50% 4.70% 

Australia & New Zealand 3.20% 5.60% 5.50% 5.30% 5.60% 5.60% 

Weighted average growth 1.7% 3.1% 3.9% 4.1% 4.3% 4.5% 

(Euromonitor forecasts, 2016)       
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Euromonitor, forecast Processed , Prices 

Growth rate, CAGR, volume 2015 2016 2017 2018 2019 2020 

UK -1.00% -0.30% 1.00% 1.80% 2.00% 2.40% 

Japan 2.20% 1.80% 3.10% 2.60% 2.10% 1.90% 

Other 0.90% 1.90% 2.38% 2.60% 2.55% 2.60% 

Denmark 0.30% 1.90% 2.50% 2.60% 2.40% 2.30% 

China and Taiwan -0.40% 3.60% 5.00% 5.60% 5.80% 6.00% 

Polen 2.10% 3.30% 3.30% 3.40% 3.30% 3.30% 

Germany 2.20% 2.70% 2.70% 2.60% 2.50% 2.40% 

Russia 11.30% 5.60% 6.10% 5.90% 6.00% 6.30% 

US and Canada 5.40% 3.20% 3.70% 3.70% 3.80% 3.70% 

Australia & New Zealand 2.30% 4.50% 4.70% 4.90% 4.80% 4.70% 

Weighted average growth 0.6% 1.6% 2.5% 2.8% 2.8% 2.9% 

(Euromonitor forecasts, 2016)       

Bloomberg, forecast Exchange rate forecasted change (indirect quota) 

Currency effects 2015 2016 2017 2018 2019 2020 

UK 0.68% -4.87% 4.53% 2.97% 2.61% 0.00% 

Japan -0.03% -0.26% -0.55% -0.87% -0.87% 0.00% 

Other 0.01% 0.22% 0.32% 0.05% -0.14% 0.00% 

Denmark 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

China and Taiwan -3.92% -2.63% -3.05% -3.26% -3.26% 0.00% 

Polen -0.50% 1.22% 3.83% 2.59% 2.61% 0.00% 

Germany 0.01% 0.22% 0.32% 0.05% -0.14% 0.00% 

Russia 11.34% 5.35% 15.13% 8.56% 10.27% 0.00% 

US and Canada 1.55% 2.45% -8.72% 3.61% 3.36% 0.00% 

Australia & New Zealand 13.12% -9.09% 7.55% 4.42% 4.54% 0.00% 

Total growth, exchange 0.2% -1.8% 1.4% 0.9% 0.8% 0.0% 

(Bloomberg Terminal, 2016) 

Appendix 36: Stand-alone Tican: Forecasted growth, summary 

Forecasted growth rates 2014 2015 2016 2017 2018 2019 2020 

Weighted avg volume growth 0.65% 0.00% 0.30% 0.66% 0.80% 0.87% 1.10% 

Weighted avg price growth 1.47% 0.95% 1.95% 2.56% 2.75% 2.86% 3.00% 

Annual growth rate 2.13% 0.947% 2.247% 3.243% 3.567% 3.760% 4.126% 

(Bloomberg Terminal, 2016) Source: Own creation 

  



 

Appendix Page 43 of 90 

 

Appendix 37: Stand-alone Tican: Historical revenue split 

 

Historic revenue split 2010/11 2011/12 2012/13 2013/14 

UK 31.50% 31.10% 28.50% 31.40% 

Japan 16.40% 14.80% 12.70% 15.20% 

Other 9.20% 8.50% 9.30% 14.10% 

Denmark 7.70% 7.30% 8.90% 10.10% 

China and Taiwan 5.20% 5.90% 5.30% 7.60% 

Polen 5.60% 6.20% 7.10% 6.80% 

Germany 10.30% 11% 10.10% 6.30% 

Russia 10.30% 12% 13.30% 4.40% 

US and Canada 2.30% 1.80% 1.90% 2.20% 

Australia & New Zealand 1.60% 1.40% 2.90% 1.90% 

 100%  100%  100%  100%  

Source: Own creation based on (Tican, 2012; Tican, 2013; Tican, 2014) 

Appendix 38: Stand-alone Tican: Forecasted revenue split 
 
Revenue Split 2014 2015 2016 2017 2018 2019 2020 

UK 31.4% 32.36% 32.12% 31.75% 31.67% 31.69% 31.88% 

Japan 15.2% 16.19% 16.14% 16.08% 15.98% 15.82% 15.51% 

Other 14.1% 14.86% 14.89% 14.78% 14.73% 14.67% 14.66% 

Denmark 10.1% 10.50% 10.44% 10.24% 10.05% 9.84% 9.57% 

China and Taiwan 7.6% 8.19% 8.55% 8.91% 9.36% 9.85% 10.38% 

Polen 6.8% 6.90% 6.77% 6.77% 6.83% 6.87% 6.87% 

Germany 6.3% 6.55% 6.50% 6.35% 6.19% 6.00% 5.79% 

Russia 4.4% 0.00% 0.00% 0.49% 0.52% 0.55% 0.59% 

US and Canada 2.2% 2.41% 2.49% 2.50% 2.50% 2.51% 2.52% 

Australia 1.9% 2.03% 2.11% 2.14% 2.17% 2.20% 2.23% 

Sum 100.0% 100% 100% 100% 100% 100% 100% 
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Appendix 39: Stand-alone Tican: Volume growth forecast 

Volume Growth 2015 2016 2017 2018 2019 2020 

              

UK -0.87% -0.18% 0.06% 0.28% 0.57% 1.12% 

Japan 0.04% 0.28% 0.54% 0.54% 0.54% 0.00% 

Other 1.34% 0.80% 0.94% 1.01% 1.04% 1.64% 

Denmark 0.40% 0.26% 0.09% -0.12% -0.28% -0.43% 

China and Taiwan (ASIA) 1.92% 2.41% 2.93% 3.26% 3.40% 3.93% 

Polen -2.61% -1.51% 1.74% 2.34% 2.24% 1.94% 

Germany -0.24% -0.29% -0.45% -0.66% -1.26% -1.31% 

Russia -0.65% 1.13% 2.36% 2.67% 2.75% 2.83% 

US and Canada 2.00% 1.90% 0.73% 0.77% 0.98% 1.09% 

Australia & New Zealand 1.23% 1.46% 1.19% 1.24% 1.25% 1.26% 

Weighted average volume growth 0.00%  0.30%  0.66%  0.80%  0.87%  1.10%  

Source: Own creation based on (Euromonitor forecasts, 2016) 

Appendix 40: Stand-alone Tican: Price growth forecast 

Price growth 2015 2016 2017 2018 2019 2020 

              

UK 0.31% 1.64% 2.45% 2.98% 3.19% 3.55% 

Japan 2.70% 1.66% 2.75% 2.31% 2.13% 2.03% 

Other 0.34% 1.60% 1.97% 2.14% 2.26% 2.30% 

Denmark -0.10% 1.35% 1.66% 1.74% 1.79% 1.75% 

China and Taiwan (ASIA) 1.99% 4.19% 5.01% 5.38% 5.55% 5.49% 

Polen 0.57% 1.85% 1.88% 1.98% 2.07% 2.13% 

Germany 0.60% 1.64% 1.73% 1.74% 1.83% 1.79% 

Russia 6.12% 8.52% 7.55% 7.66% 7.19% 8.00% 

US and Canada 3.62% 3.50% 3.34% 2.94% 3.23% 3.39% 

Australia & New Zealand 1.97% 4.48% 3.81% 3.92% 4.00% 4.15% 

Weighted average price growth 0.95%  1.95%  2.56%  2.75%  2.86%  3.00%  

Source: Own creation based on (Euromonitor forecasts, 2016) and (Bloomberg Terminal, 2016) 
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Appendix 41: Stand-alone Tican: Adjustments 

Fresh meat adjustments 

Fresh meat volume adjustments based on strategical analysis 

and market analysis 

Fresh meat - subjectgive adjmustments 

based on strategical analysis  2015 2016 2017 2018 2019 2020 

UK -1.0% -1.0% -1.0% -1.0% -1.0% 0.0% 

Japan 0.0% 0.5% 1.0% 1.0% 1.0% 0.0% 

Other 0.0% -1.0% -1.0% -1.0% -1.0% 0.0% 

Denmark 0.5% 0.5% 0.3% 0.2% 0.2% 0.0% 

China and Taiwan (ASIA) 0.0% 1.0% 1.0% 1.0% 1.0% 0.0% 

Polen -2.0% -1.5% 0.0% 0.0% 0.0% 0.0% 

Germany 0.5% 0.5% 0.5% 0.5% 0.0% 0.0% 

Russia 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

US and Canada 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Australia & New Zealand 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Total volume growth -0.4% -0.3% -0.2% -0.2% -0.2% 0.0% 

Source: Own creation 

 

       

Processed growth adjustments 

Processed food volume adjustment based on strategical 

analysis and market analysis  

Processed - Subjective adjustments based 

on strategic analysis 2015 2016 2017 2018 2019 2020 

UK 1.0% 0.7% 0.5% 0.3% 0.3% 0.0% 

Japan 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Other 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Denmark 0.3% 0.2% 0.1% 0.1% 0.1% 0.0% 

China and Taiwan 0.0% -2.0% -2.0% -2.0% -2.0% 0.0% 

Poland -5.0% -4.0% 0.0% 0.5% 0.5% 0.0% 

Germany 0.5% 0.5% 0.5% 0.5% 0.0% 0.0% 

Russia 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

US and Canada 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Australia & New Zealand 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Total volume growth 0.0% -0.2% 0.0% 0.0% -0.1% 0.0% 

Source: Own creation 
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Appendix 42: Stand-alone Tican: Proforma forecast and value drivers 

Value Drivers 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

Revenue growth 9.38% 7.11% 7.75% 2.13% 0.95% 2.25% 3.24% 3.57% 3.76% 4.13% 

Production cost as % of revenue -85.97% -87.37% -87.40% -87.97% -88.00% -87.84% -87.68% -87.52% -87.36% -87.20% 

Distribution cost as % of revenue -5.52% -5.73% -6.36% -6.43% -6.40% -6.40% -6.40% -6.40% -6.40% -6.40% 

Administration cost as % of revenue -2.65% -2.48% -2.37% -2.60% -2.60% -2.58% -2.56% -2.54% -2.52% -2.50% 

Other Operating cost as % of revenue 1.96% 0.92% 0.44% 0.35% 0.40% 0.40% 0.40% 0.40% 0.40% 0.40% 

Net borrowing costs in percent (before tax) aka 

interest rate (assumed) N/A -6.08% -5.60% -3.51% -5.10% -5.10% -5.10% -5.10% -5.10% -5.10% 

Efficient tax rate (assumed) 7.45% 6.92% 8.67% 21.77% 11.20% 11.20% 11.20% 11.20% 11.20% 11.20% 

Depreciation as % of intangible and tangible assets 

subject to dep. and amort. -8.02% -7.80% -9.34% -9.18% -8.60% -8.60% -8.60% -8.60% -8.60% -8.60% 

Intangible and tangible assets as % of revenue 16.77% 17.91% 16.27% 17.60% 18.10% 17.74% 17.42% 17.10% 17.10% 17.10% 

Net working capital as % of revenue 7.34% 6.80% 6.80% 6.51% 4.84% 4.84% 4.84% 4.84% 4.84% 4.84% 

Net interest-bearing debt as a percentage of 

invested capital 40.31% 43.56% 43.04% 53.24% 45.00% 45.00% 45.00% 45.00% 45.00% 45.00% 

Analytical Income statement 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

+ Revenue 4,376 4,687 5,051 5,158 5207 5324 5497 5693 5907 6150 

- Production cost -3,762 -4,095 -4,414 -4,537 -4582 -4677 -4819 -4982 -5160 -5363 

- Distribution cost -241 -269 -321 -331 -333 -341 -352 -364 -378 -394 

- Administration cost -116 -116 -120 -134 -135 -137 -141 -145 -149 -154 

- Other operating cost 86 43 22 18 21 21 22 23 24 25 

= EBITDA 342 251 218 173 177 191 207 224 243 264 

-  Total depreciation, amortization -59 -65 -77 -83 -81 -81 -82 -84 -87 -90 

= EBIT 283 185 141 90 96 109 124 141 156 174 

-  Tax on EBIT -21 -13 -12 -20 -11 -12 -14 -16 -18 -19 

= NOPAT 262 172 129 70 85 97 110 125 139 155 

-  Net financial expenses before tax -27 -30 -31 -26 -34 -27 -28 -28 -29 -30 

+ Tax shield from debt financing 2 2 3 6 4 3 3 3 3 3 

= Net financial expenses -25 -28 -28 -20 -30 -24 -24 -25 -25 -26 

= Net earnings 238 144 101 50 55 73 86 100 114 128 

Source: Own creation
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Appendix, continued: Stand-alone Tican: Proforma forecast and value drivers 

Analytical Balance statement 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

+ Intangible and tangible assets  734 839 822 908 942 944 958 973 1010 1052 

+ Net working capital 321 319 343 336 252 257 266 275 286 297 

= Invested capital (net operating assests) 1,055 1,158 1,165 1,244 1194 1202 1223 1249 1296 1349 

+ Equity, beginning of period 511 630 654 663 582 657 661 673 687 713 

+ Net income 238 144 101 50 55 73 86 100 114 128 

- Dividends -119 -120 -91 -132 20 -69 -74 -86 -88 -99 

= Total equity 630 654 663 582 657 661 673 687 713 742 

= Net-interest-bearing debt 425 504 501 662 537 541 550 562 583 607 

= Invested capital (from financing) 1,055 1,158 1,165 1,244 1,194 1202 1223 1249 1296 1349 

Analytical Cash flow statement 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

= NOPAT 262 172 129 70 85 97 110 125 139 155 

+ Depreciation and amortisation   65 77 83 81 81 82 84 87 90 

- ∆Net working capital   3 -25 7 84 -6 -8 -9 -10 -12 

- Net investments (non-current assets)   -171 -59 -169 -116 -83 -95 -100 -123 -132 

= Free cash flow to the firm (FCFF)   69 123 -9 135 89 89 99 92 101 

- Net new financial liabilities   79 -3 161 -125 3 10 11 21 24 

- Net financial expenses after tax   -28 -28 -20 -30 -24 -24 -25 -25 -26 

= Free cash flow to equity holders (FCFE)   120 91 132 -20 69 74 86 88 99 

- Dividends   -120 -91 -132 20 -69 -74 -86 -88 -99 

= Cash surplus   0 0 0 0 0 0 0 0 0 

Source: Own creation
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Appendix 43: Stand-alone Tican: DCF 
 

Terminal growth rate 2.00%       WACC 6.40% 

Tican (DKK mio) 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

FCFF 135 89 89 99 92 101 

Discount Factor 0.9 0.88 0.83 0.78 0.73 0.00 

Present value of FCFF 126 79.0 74 78 67 1,685 

Estimated market value of 

enterprise  2,109           

Net interest bearing debt (NIBD) 662           

Estimated market value of 

equity 1,447           

Cooperative members 277           

Market value per member 5.22           

Source: Own creation 

Appendix 44: Stand-alone Tican: Sensitivity 
 

Stand-alone Enterprise value   Terminal growth  

  2,109.01 1.25% 1.50% 1.75% 2.00% 2.25% 2.50% 2.75% 

W
A

C
C

 

4.40% 

             

3,034        3,257        3,522        3,843        4,238         4,736         5,386  

4.80% 

             
2,695        2,865        3,064        3,298        3,578         3,919         4,343  

5.20% 

             
2,424        2,558        2,712        2,889        3,097         3,343         3,640  

5.60% 

             
2,203        2,311        2,433        2,571        2,731         2,916         3,134  

6.00% 

             
2,019        2,107        2,206        2,317        2,443         2,587         2,753  

6.40% 

             
1,864        1,937        2,018        2,109        2,210         2,325         2,455  

6.80% 

             
1,731        1,793        1,861        1,936        2,019         2,112         2,216  

7.20% 

             

1,616        1,668        1,726        1,789        1,858         1,935         2,020  

7.60% 

             
1,515        1,561        1,610        1,663        1,722         1,786         1,857  

8.00% 

             
1,427        1,466        1,508        1,554        1,604         1,658         1,718  

8.40% 

             
1,348        1,382        1,419        1,459        1,502         1,548         1,599  

9.38% 

             

1,188        1,213        1,240        1,269        1,300         1,332         1,368  

Source: Own creation 
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Appendix, continued: Stand-alone Tican: Sensitivity 

Stand-alone Enterprise  
value   Production cost, percentage point change in terminal year  

  2,109.01 1.00% 0.75% 0.50% 0.25% 0.00% -0.25% -0.50% -0.75% -1.00% 

W
A

C
C

 

4.40% 

             
1,923        2,403        2,883        3,363        3,843         4,323         4,803         5,283         5,763  

4.80% 

             
1,671        2,078        2,484        2,891        3,298         3,705         4,111         4,518         4,925  

5.20% 

             

1,482        1,834        2,186        2,537        2,889         3,241         3,593         3,945         4,297  

5.60% 

             
1,335        1,644        1,953        2,262        2,571         2,881         3,190         3,499         3,808  

6.00% 

             

1,217        1,492        1,767        2,042        2,317         2,592         2,867         3,142         3,418  

6.40% 

             

1,120        1,367        1,614        1,862        2,109         2,356         2,604         2,851         3,098  

6.80% 

             
1,039        1,263        1,487        1,711        1,936         2,160         2,384         2,608         2,832  

7.20% 

                
970        1,175        1,380        1,584        1,789         1,994         2,198         2,403         2,608  

7.60% 

                
911        1,099        1,287        1,475        1,663         1,851         2,039         2,227         2,415  

8.00% 

                

860        1,034        1,207        1,381        1,554         1,728         1,901         2,075         2,248  

8.40% 

                
815          976        1,137        1,298        1,459         1,620         1,781         1,941         2,102  

9.38% 

                
725          861          997        1,133        1,269         1,405         1,541         1,676         1,812  

Source: Own creation 

Appendix 45: Stand-alone Tican: Net working capital Note 

Note 1: Net working capital 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

+ Cash               

+ Inventory 280 258 280 282 285 287 290 

+ Accounts recievable 637 609 623 643 666 691 720 

+ Prepayments 16 16 16 16 17 18 18 

- Accounts payable 597 531 543 561 581 602 627 

- Improvements   100           

Net working capital 336 252 376 381 387 393 401 

Increase in NWC -7 -84 124 5 6 6 8 

+ Inventory, volume growth 

                

258          280          280          282          285            287            290  

+ Accounts recievable, 

revenue 12.35% 11.70% 11.70% 11.70% 11.70% 11.70% 11.70% 

+ Prepayments 0.30% 0.30% 0.30% 0.30% 0.30% 0.30% 0.30% 

- Accounts payable, volume 11.57% 10.20% 10.20% 10.20% 10.20% 10.20% 10.20% 

Volume growth (forecasted) 0.65% 0.00% 0.30% 0.66% 0.80% 0.87% 1.10% 

Source: Own creation 
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Appendix 46: Cost of Capital theory and estimation 
Estimating cost of capital  

Any investment decision should be evaluated based on the cost of capital of the investment, which is 

the expected return available on alternative investments in the market with comparable risk and term. 

For risky investments, such as the merger between Danish Crown and Tican, the cost of capital is the 

risk-free interest rate plus an additional risk premium appropriate for the investment. (Berk & DeMarzo, 

2014). More specifically, the weighted average cost of capital (WACC) is the cost of debt and equity 

weighted according to the capital structure (Berk & DeMarzo, 2014): 

𝑟𝑤𝑎𝑐𝑐 =
𝐸

𝐸 + 𝐷
𝑟𝐸 +

𝐷

𝐸 + 𝐷
𝑟𝐷(1 − 𝜏𝑐 ) 

Where 𝑟𝐸= equity cost of capital, 𝑟𝐷 is the cost of debt, 𝐸 is the market value of equity and 𝐷 is net debt. 

Lastly 𝜏𝐶 is the marginal corporate tax rate. WACC represents the return that all investors, i.e. both 

equity and debt holders, expect to earn for investing their funds in e.g. Danish Crown rather than another 

company with a similar risk profile (Koller, Goedhart, & Wessels, 2015, p. 283). Each of the primary 

components will now be elaborated in turn, starting with the target capital structure, the cost of equity 

including beta and the dividend discount model, then moving on to the cost of debt before ultimately 

estimating the cost of capital. 

Target capital structure  

The capital structure should be based on market values, but with both companies being cooperatives, 

the historical capital structure is used instead. Statements in annual reports or elsewhere should also be 

taken into account. Below, the target capital structure for Danish Crown is calculated based on the 

historical average. It has been stable over the review period and is furthermore, the current capital 

structure is in line with the target gearing of NIBD/EBITDA of 3.5 (Danish Crown, 2015) as the 

NIBD/EBITDA ratio for 2014 is 3.5. It is therefore assumed that the historical capital structure is a good 

approximation. This results in a target capital structure NIBD/total ratio of 68% and equity/total of 32%, 

giving a NIBD/Equity ratio of 2.13. 

Capital Structure Danish Crown 2010/11 2011/12 2012/13 2013/14 

Net interest bearing debt 
        
12,358     

       
12,563     

           
12,076     

                
13,304     

Equity 
          
5,391     

         
5,797     

             
5,962     

                  
6,423     

Total 
        
17,749     

       
18,360     

           
18,038     

                
19,727     

Weight of Debt 67.31% 69.65% 66.95% 67.44% 

Weight of Equity 29.36% 32.14% 33.05% 32.56% 

          

Target Capital structure Debt 68.00% Equity 32.00% 

Target debt/equity D/E 2.13     
 

One important challenge in using the historical capital structure in the WACC calculation and further 

DCF analysis is that the capital structure is then assumed to remain constant over the forecasting period 
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(Koller et al., 2015). With the explicit target of a NIDB/EBITDA ratio for Danish Crown which is in 

line with the current ratio, this is however not assumed to be a large issue. 

For Tican, the capital structure has been slightly more volatile over the review period with equity going 

down from 60% to 47%. The historical average over the review period is used rather than the last year 

leverage, due to the uncharacteristic result in 2013/14 financial year – not only did net earnings decrease 

significantly, but the interest bearing debt in Tican also increased by 149M DKK in the 2013/14 financial 

year (Tican, 2014). Thus, the long term average is seen as a better estimate for the future long term 

capital structure. 

Capital Structure Tican 2010/11 2011/12 2012/13 2013/14 
Net interest bearing debt            425                504                501                662     
Equity            630                654                663                582     

Total        1,055            1,158            1,165            1,244     
Weight of Debt 40.31% 43.56% 43.04% 53.24% 
Weight of Equity 59.69% 56.44% 56.96% 46.76% 

          
Target Capital structure Debt 45.00% Equity 55.00% 

Target debt/equity D/E 0.83     

Cost of equity 

Cost of equity is the expected return that a shareholder demands for owning a risky assets, i.e. the cost 

of equity reflects the alternative investment choices of the shareholder. However, in a cooperative 

estimating the cost of capital is less straightforward as the cost of capital cannot be derived directly from 

the capital market like a publicly traded company (Pederson, 1998; Royer, 2014). With the cooperative 

stock not being traded, alternative measures need to be employed to develop an estimate of cost of 

equity. Furthermore, due to a cooperative optimising across both the company and the cooperative 

members, the cost of capital should reflect what both groups could get from investing funds elsewhere 

in contrast to a typical cost of equity estimation taking only the investor into account. 

Royer (Royer, 2014) suggests three methods: 1) Opportunity cost of Funds (OCF) method, 2) 

Discounted Cash Flow method (DCF) and 3) Return on Equity (ROE) method. OCF looks at the 

investment alternatives and what the return on these would be, but is complicated to apply due to the 

diversity in the cooperative members and multiple financial alternatives that could be evaluated. The 

ROE method simply sets cost of equity equal to the return on equity, but while easily applied it should 

be noted that ROE is an ex-post number, while the cost of equity should be estimated for the future. 

  

Pederson (Pederson, 1998) suggests that the opportunity cost of equity capital can be estimated by using 

either accounting based methods or market based methods. Accounting based measures rely on financial 

information include the ROE method or looking at comparable earnings, as well as the OCF method. 

(Pederson, 1998). Generally however market based values are preferred to accounting estimates, and 

market based approaches could either be an implicit estimate by the DCF or explicitly through the 

CAPM (Pederson, 1998).  

Due to the available data, two approaches have been used in estimation of cost of equity. First explicitly 

through the CAPM model through peers and later through the discounted cash flow model (also known 

as the dividend discount model). 

 



 

Appendix Page 52 of 90 

 

Estimating cost of equity with CAPM 

Starting out with the CAPM, one approach is to use the CAPM with a group of comparable publicly 

traded companies, within the same line of business as Danish Crown and Tican. Danish Crown and 

Tican both operate multiple lines of business (see section Value chain and company), such as 

slaughtering of pigs, processing of meat and in Danish Crown’s case also transport and logistics of the 

goods produced. In order to cover the risk encompassed by the entire business, comparable firms should 

be found for each business line, or firms with similar operations.  

The beta can then be estimated for each of the publicly traded comparable firms and averaged by using 

CAPM. While CAPM have been subject to a lot of critique and attempts have been made in improving 

or expanding the model, this thesis assumes that CAPM is reliable in estimating the required rate of 

return for equity investors, 𝑟𝐸 . The key concept of the CAPM is that investors can diversify all 

idiosyncratic risk away by holding the market portfolio, leaving only systematic risk to be compensated 

for (Berk & DeMarzo, 2014). CAPM thus defines the investors required rate of return as: 

   𝑬[𝒓𝒊] = 𝒓𝒇 + 𝜷𝒊[𝑬[𝒓𝑴] − 𝒓𝒇] 

Eq. 2 is also known as the security market line (SML), where 𝑟𝑓  is the risk-free rate of return, 𝛽𝑖  is the 

risk of the security relative to the market, i.e. the security’s exposure to the systematic risk and 𝐸[𝑟𝑀] is 

the expected return on the market portfolio. The term [𝐸[𝑟𝑀] − 𝑟𝑓 ] is also referred to as the market risk 

premium (MRP).  

Risk free rate  

The risk-free rate is the return that could be achieved if an investor invested in a risk-less project or 

assets, i.e. no default risk or any other risk are included. A government bond yield with a maturity of 10 

years or more is typically used as a proxy for the risk free rate, and as a proxy for the risk free rate the 

effective interest rate on a 10-year Danish government bond will be used throughout this thesis. While 

the assumptions in CAPM assumes a risk free asset that pays an instantaneous interest 𝑟𝑓  which would 

be a short-maturity treasury instrument, evidence has shown that the long run rate is a better estimate of 

future interest rates (Damodaran, 2005). The interest rate on the 10 year Danish government bond at 

December 2014 was 0.56% annually (Danmarks Statistik, 2016). However, the interest rates have 

dropped significantly from the long-run average real interest rate of 2 % (Koller et al., 2015) that is to 

be expected in mature countries. The 2-year average of the 10-year Danish government from January 

2012 to December 2014 have been used in order to avoid severe underestimation while at the same time 

allowing for the low interest rate levels to continue to some extent. This gives a risk free rate of 1.46% 

annually. 

Market risk premium  

The market risk premium (MRP) is the difference between the market returns and the return from a risk 

free investment. Estimation of the market return is a highly debated topic and one this thesis will not 

dive further into, but rely on the estimates from literature and academia. (Koller et al., 2015, p.286) 

suggests that while no model estimates the MRP exactly, several models indicate that the MRP varies 

around 5%. This is in line with the estimates given by Damodaran which gives a MRP for Denmark at 

5.75% (Damodaran, 2005). The estimates provided by Damodaran are updated continuously and are 

available by country and the estimates provided by him will be applied here. A weighted average of 
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MRP of the markets that the firm operates in is generally recommended in order to reflect the risk faced 

by the company overall. While Danish Crown and Tican have operations in multiple countries, most 

production occurs in Denmark. For this reason the Danish MRP estimate of 5.75% is used. (Damodaran, 

2005). 

Estimating beta 

As mentioned above, one approach to estimating the beta of a non-publicly traded company (such as a 

private company or a cooperative which is the case here), is to estimate the average beta for comparable 

firms, i.e. a sector beta, which is then adjusted to the capital structure of Danish Crown and Tican by 

unlevering and relevering as shown below: 

𝛽𝑈𝑛𝑙𝑒𝑣𝑒𝑟𝑒𝑑 =
𝛽𝐿𝑒𝑣𝑒𝑟𝑒𝑑

(1 + (1 − 𝜏))
𝑁𝐼𝐵𝐷

𝐸

 

Beta is estimated by running regressions of the comparable firms in the sector on market indices. 

Monthly data will be used, with five years of observations starting from 01-01-2009 to 31-12-2014 or 

the closing day closest. (Damodaran). At least 60 data points should be included in the regressions and 

it is generally recommended using monthly returns, as more frequent return periods such as daily or 

weekly returns can lead to systematic biases, especially if the stock is infrequently traded (Koller et al., 

2015, p.298) 

In this project, large meat processing companies are used as comparable firms in estimating the sector 

beta. Similar to Danish Crown and Tican, a lot of the companies within the meat production and 

processing industry are organised as cooperatives, or are not publicly traded, especially in the Nordic 

region. However, in order to find the beta for Danish Crown and Tican, publicly traded firms within the 

same line of business and risk profile are needed. While the issue with similar risk profiles can be 

overcome by unlevering and relevering beta, it has been necessary to look broader at meat processing 

rather than just within pork, beef and lamb, which Danish Crown and Tican is engaged in, to also include 

chicken and further food processing in all types of meats. This implies that a group of comparable 

international publicly traded firms have been compiled, after which the beta has been calculated for 

each, unlevered and then averaged.  

The market index is another very important input in the beta estimation. According to CAPM, the entire 

market of all risky assets should be included, as the beta estimated should be the company’s exposure 

to the market as a whole (Damodaran). However, this market portfolio is not observable and it is 

therefore replicated by using a market index. Several indices have been chosen in order to get a better 

estimate of the beta. The indices are the Danish C20 index, the S&P 500 index, MSCI World, MSCI 

Europe and MSCI World Consumer Stables have been chosen. All indices, apart from the C20, are 

global indices including a large variety of stocks in accordance with CAPM assumptions and they are 

all, expect C20, market weighted which is recommended in order to avoid an index to be too heavily 

reliant on one industry. The C20 index is the exception, but has been included in order to get a Danish 

input. 

The regressions of each peer have been included in the end of the appendices.  The regression run has 

the form 𝑦𝑖 = 𝛼 + 𝛽(𝑟𝑖𝑛𝑑𝑒𝑥 ) and the beta values are the coefficients estimated by running the 

regressions. In order reduce noise in the betas, a sector beta is estimated by taking the average of the 
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equity betas in the industry. Given that Danish Crown and Tican are not publicly traded, a premium or 

a risk adjustment however needs to be carried out. The chosen adjustment is to adjust beta to reflect the 

total risk, rather than the market risk only. The raw beta estimated only measures market risk, and the 

CAPM assumes that the investor is well diversified leaving only systematic risk. However, since Danish 

Crown and Tican are owned by cooperative members or farmers why likely to have a large share of their 

investments are invested in the companies; the cost of equity should be higher than the one estimated 

from the clean beta. The raw beta’s are thus adjust for total risk. This is done through correlation with 

the market, since these measures the proportion of the risk that is actually explained by the market. 

𝑇𝑜𝑡𝑎𝑙 𝑏𝑒𝑡𝑎 =
𝑀𝑎𝑟𝑘𝑒𝑡 𝑏𝑒𝑡𝑎

𝐶𝑜𝑟𝑟𝑒𝑙𝑎𝑡𝑖𝑜𝑛 𝑤𝑖𝑡ℎ 𝑚𝑎𝑟𝑘𝑒𝑡
 

As an example, for HK Scan the beta estimated based on the SP500 index is 1.10, with a R2 = 0.2334 – 

this beta is then unlevered using the capital structure to 0.46 and adjusted: 𝑇𝑜𝑡𝑎𝑙 𝑏𝑒𝑡𝑎 =
0.4572

√0.2334
=

0.9462. This is done for all the peers and then averaged, giving a average 𝛽𝑢𝑛𝑙𝑒𝑣𝑒𝑟𝑒𝑑 = 1.04. 

 

The unlevered beta estimated to 1.04 is then been relevered using  and the target capital structure of both 

Danish Crown and Tican. Adjusting for total risk significantly increases the beta, the CAPM results 

based on market risk alone and with beta smoothing due to the low number of companies in the 

estimation yields a unlevered beta of 0.6. Damodaran has estimated industry betas, which for food 

processing is an unlevered beta of 0.72 and for agriculture/farming is estimated at 0.74 – with the 

adjustment for total risk to 1.04 which as expected increases beta significantly in order to try to 

accommodate for the fact that CAPM as such is not a good measure for cooperatives, thus moves beta 

in the right direction.  

Using the target capital structure brings the beta to 3.01 for Danish Crown and 1.80 for Tican 

respectively. These betas are quite high indicating a very high cost of equity, especially for Danish 

Crown. However, Danish Crown is also significantly more levered than Tican or any of the other peers.  

With a MRP of 5.75% and a risk free rate of 1.45%, the estimate for the cost of equity is:  

CAPM B_u B_L CoE 

DC_total risk adjusted 1.04 3.01 18.77% 

Tican,total risk adjusted 1.04 1.80 11.81% 
 

Discounted cash flow  

The second method used to estimate the cost of equity with is using the discounted cash flow model or 

more precisely the dividend discount model. Here the cost of equity is defined as the sum of the 

anticipated dividend yield and a sustainable growth rate. 𝐾𝑒 =
𝐷𝑖𝑣𝑡+1 

𝑃𝑡
+ 𝑔𝑆 (Royer, 2014). As already 

HK Scan Hormel Ter Beke Societe Average

Market cap. 1,314.1m 81,444.9m 818.3m 7,243.1m

Net debt 2,205.4m 4,731.9m 486.6m 3,006.0m

Effective tax rate 15.6% 33.6% 30.7% 30.8%

Unlevered beta 0.96 1.16 0.67 1.37 1.04
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touched upon, the cooperative does not pay out any dividend directly as they are not traded, but the 

model can be modified by viewing the cash payments received by the cooperative members as a dividend 

(Royer, 2014).  

A modified version would therefore be:  

𝐾𝑒 =
𝐶𝑅𝑃 + 𝐸𝑅

𝐸
+ 𝑔𝑆    𝑤ℎ𝑒𝑟𝑒 𝑔𝑆 = 𝑟𝑒𝑡𝑒𝑛𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒 ∗ 𝑅𝑂𝐸 

this translates into:  

𝐾1 =
𝐶𝑅𝑃 + 𝐸𝑅

𝐸
+ (1 −

𝐶𝑅𝑃

𝑛𝑒𝑡 𝑒𝑎𝑟𝑛𝑖𝑛𝑔𝑠
) ∗

𝑛𝑒𝑡 𝑒𝑎𝑟𝑛𝑖𝑛𝑔𝑠

𝐸
  

Here CRP is the cash repayment patronage, i.e. the supplementary payments that is paid out at the end 

of the financial year, ER is Equity Redemption which is the capital that is paid out to owners (farmers) 

who leave the cooperative during the year. For Danish Crown the numbers from last year have been 

used, while for Tican averages have been applied to avoid distortion based of the bad 2014-result.. The 

results can be seen in the table below:  

  
Supp. 
Payments 

Redempt
ions 

Net 
earnings 

Total 
equity   CoE 

DC          1,229.0  
               
38.0  

                              
1,656.0  

         
6,423.0    26.37% 

Tican             124.3  
               
(9.6) 

                                  
132.6  

            
632.1    19.46% 

As expected, the cost of equity estimated using the dividend discount model is significantly higher than 

the cost of equity from the CAPM. However, due to the nature and structure of the firm, the dividend 

discount result of 26% and 19% respectively should provide a better fit, although there are indications 

of overestimation, which will be elaborated upon later.  

Cost of debt 

The next element in the WACC for a firm is the cost of debt, more specifically, the after tax cost of debt. 

The cost of debt is the rate at which the company can borrow money currently, reflecting both the general 

interest rates in the market as well as the default risk specific to the company. Taking the after tax cost 

of debt, the tax rate should also be taking into account in order to account for the tax benefits of debt. 

The common approach to estimating the cost of debt for a company, is to use the yield to maturity of 

corporate long-term debt (Koller et al., 2015, p. 304). However, Danish Crown has only one outstanding 

corporate bond, issued in December 2012 with maturity in November 2017 and which is traded on the 

Nasdaq First North Bond Market, i.e. an “unregulated marketplace” although very rarely and thus should 

be considered illiquid.  1 Tican on the other hand has not issued corporate debt that are traded. An 

alternative approach to looking at the yield to maturity of the debt directly, is to look at the ratings for 

the firm – by doing so, the default spread can be based on the rating. If there is no ratings available, a 

synthetic rating can be estimated. In Tican’s case there are no ratings available, probably due to the both 

the size of the company and the cooperative form – a synthetic rating will therefore be estimated and to 

ensure comparability, the same will be done for Danish Crown.  

                                                                 
1 http://www.nasdaqomxnordic.com/bonds/denmark/microsite?Instrument=XCSEDANISHCROWN_17 
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The synthetic rating is based on financial characteristics of the firm and as suggested by Damodaran can 

be done by the interest coverage ratio (Damodaran, 1999):  

𝑰𝒏𝒕𝒆𝒓𝒆𝒔𝒕 𝑪𝒐𝒗𝒆𝒓𝒂𝒈𝒆 𝑹𝒂𝒕𝒊𝒐 =
𝑬𝑩𝑰𝑻

𝑵𝒆𝒕 𝑭𝒊𝒏𝒂𝒏𝒄𝒊𝒂𝒍 𝒆𝒙𝒑𝒆𝒏𝒔𝒆𝒔 
 

The interest coverage ratio measures the company’s ability to meet its net financial expenses, by 

showing how many times the operating profit covers the net financial expenses. The synthetic rating is 

then estimated by looking up the interest coverage ratio in the “Ratings, Interest coverage ratios and 

Default spread” tables provided by Damodaran, which is updated on a continuous basis and estimates 

the corresponding rating and spread to an ICR. The higher the ratio, the lower long-term liquidity risk 

and thus the better synthetic rating.  

For Tican the average interest coverage ratio over the review period is 6.14, which gives a synthetic 

ration of A when applying the table for smaller companies – this in turn gives a credit default spread of 

1.25%. Cost of debt for Tican would therefore be 𝑟𝑡𝑖𝑐𝑎𝑛 = 𝑟𝑓 + 𝑟𝑠,𝑇𝑖𝑐𝑎𝑛 = 1.46% + 1.25% = 2.71%. 

However, the interest coverage ratio for Tican has declined drastically, causing the synthetic rating to 

fall and the credit default spread to increase. Due to this, rather than using the average, the 2014 interest 

coverage ratio is instead chosen as a basis for the cost of debt, giving a credit default spread of 4.25%  

and 𝑟𝑡𝑖𝑐𝑎𝑛 = 𝑟𝑓 + 𝑟𝑠,𝑇𝑖𝑐𝑎𝑛 = 1.46% + 4.25% = 5.71%. The level of the cost of debt is compared to the 

actual net borrowing costs of Tican found as the net financial expenses as a percentage of NIBD. This 

approach results in an average net borrowing cost of 5.07% that, although slightly lower, does support 

the level of the estimated cost of debt. 

Tican 2010/11 2011/12 2012/13 2013/14 Average 

EBIT 283 185 141 90 175 

Net financial expenses, before tax -27 -30 -31 -26 -28 

Interest coverage ratio 10.63 6.09 4.58 3.44 6.14 

Synthetic rating Aa2/AA A2/A A3/A- Ba2/BB A2/A 

Spread 0.75% 1.25% 1.75% 4.25% 1.25% 

Danish Crown 2010/11 2011/12 2012/13 2013/14 Average 

EBIT 2,204 2,270 2,098 1,966 2,135 

Net financial expenses, before tax -222 -335 -334 -304 -299 

Interest coverage ratio 9.93 6.78 6.28 6.47 7.14 

Synthetic rating based on ICR Aa2/AA A2/A A2/A A2/A A2/A 

Spread 1.00% 1.25% 1.25% 1.25% 1.25% 

 

For Danish Crown, the ICR gives a synthethic rating of A, corresponding to a spread of 1.25% which 

can be considered fairly low, even in the low interest rate environment today. Danish Crown have 

however had growth in revenues and fairly stable margins along with a stable debt level. While the cost 

of debt pretax of 𝑟𝐷𝐶 = 1.46% + 1.25% = 2.71% is low, it is not believed unreasonable. It should 

however be noted that the synthetic rating is slightly better than rating by SEB which is BBB-  - using 
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this rating would give a spread of 3.25%, but due to solid results in Danish Crown the lower spread of 

1.25% is used instead. 2 

The after-tax cost of debt can then be estimated as: 𝑟𝑑 = (𝑟𝑓 + 𝑟𝑆) ∗ (1 − 𝜏) 

Where 𝑟𝑑 is the required rate of return on net interest bearing debt (NIBD), 𝑟𝑓  is the risk free interest 

rate, 𝑟𝑠 is the credit spread or the risk premium on the debt and 𝜏 is the corporate tax rate.  

Tax rate 

Typically, the after tax cost of debt is calculated on the basis of the marginal corporate tax rate which in 

Denmark is around 25% rather than the effective corporate tax rate. The primary reason being that the 

tax rate should reflect the investors’ tax benefits. However, in this case the analysis is not a valuation of 

Danish Crown, rather an estimation of the business case for Danish Crown to acquire Tican. This will 

more accurately be reflected by the effective tax rate as this is the actual tax rate paid which is 

significantly lower than the marginal tax rate, primarily due to the specific tax schemes in cooperatives. 

The effective tax rate can be seen as an a weighted average of the company’s different corporate tax rate 

(e.g. in Denmark, United Kingdom or Poland where both DC and Tican have operations) and thus 

assumes that the company’s cost for borrowing funds are distributed in the same way as the earnings or, 

since the cooperation tax scheme is based on taxable assets, that the assets and borrowing cost are 

distributed in the same way. Furthermore, the effective tax rate can be influenced by differences in tax 

depreciation schemes (Petersen & Plenborg, 2012 , p. 265). Despite these challenges, the effective tax 

rate will be used in the estimation and further valuation, primarily due to the special case of cooperation 

tax schemes causing the corporate tax rate to have different regulations that the normal corporate tax 

rate. Due to the type of taxation scheme applied to cooperatives, which is based on assets rather than 

revenue, Tican’s tax rate have been quite volatile due to decrease in earnings but not in assets – the 

effective tax rate therefore increases rapidly. An average over the four years is therefore used as the tax 

rate in calculating the after-tax cost of debt, for Tican this is 11.20% and for Danish Crown 10.70%.  

Cost of capital  

The estimated cost of capital is summarized below.  

Cost of Capital - WACC             

    CoE 
Aftertax 
debt D/V E/V WACC 

CAPM 

DC_smoothed 11.48% 2.42% 68.00% 32.00% 5.32% 

Tican_smoothed 7.45% 5.07% 45.00% 55.00% 6.38% 

CAPM total risk adjusted 

DC 18.77% 2.42% 68.00% 32.00% 7.65% 

Tican 11.81% 5.07% 45.00% 55.00% 8.78% 

Dividend discount model  

DC 26.37% 2.42% 68.00% 32.00% 10.09% 

Tican 19.46% 5.07% 45.00% 55.00% 12.98% 

DC WACC, årsrapport           6.40% 

Average CoC, DC           7.69% 

Average CoC, Tican           9.38% 
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The average WACC of Tican has been found to be 9.38%, whereas Danish Crown is estimated a cost of 

capital of 7.69% 
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Appendix 47: Cost of Capital beta estimation  

 
Source: Market data extracted from (Bloomberg Terminal, 2016)

Index Beta Beta unleveredAdjusted Pvalue Rsquared Beta Beta unleveredAdjusted Pvalue Rsquared Beta Beta unleveredAdjusted Pvalue Rsquared Beta Beta unleveredAdjusted Pvalue Rsquared

KFX Index 0.670086712 0.277     0.807353 0.007205 0.118005 0.1881356 0.181     0.975619 0.155499 0.034476 0.234177 0.166     0.561408 0.021959 0.087236 0.552569 0.429     1.154206 0.003437 0.138295

SPX Index 1.10461478 0.457     0.946265 9.226E-05 0.233432 0.5617528 0.541     1.143483 0.000135 0.22375 0.362932 0.257     0.658004 0.002035 0.152531 0.642649 0.499     1.352798 0.003715 0.136171

MXWO Index 1.019598697 0.422     0.85647 6.354E-05 0.242772 0.4556538 0.439     1.034974 0.000738 0.179698 0.31363 0.222     0.595563 0.003344 0.139041 0.546542 0.425     1.224426 0.006647 0.120222

MXEU Index 1.186015226 0.491     1.051076 0.0001688 0.218111 0.4745722 0.457     1.270138 0.004753 0.12943 0.48603 0.344     0.730885 0.000147 0.221714 0.520238 0.404     1.502637 0.037728 0.072327

MXWO0CS Index 0.830213959 0.344     1.124765 0.0176126 0.09333 0.7152485 0.689     1.359186 3.61E-05 0.256737 0.285374 0.202     0.782127 0.04625 0.066748 0.527784 0.410     1.607985 0.049298 0.065006

Avg. significant 0.962105875 0.957186 0.5518068 1.157        0.336429 0.665597 0.557957 0.433412 1.368411

HK Scan Hormel Ter Beke Societe Average

Market cap. 1,314.1m 81,444.9m 818.3m 7,243.1m

Net debt 2,205.4m 4,731.9m 486.6m 3,006.0m

Effective tax rate 15.6% 33.6% 30.7% 30.8%

Unlevered beta 0.957          1.157      0.666     1.368     1.037     

Adjusted (Bloomberg) 0.971          1.104      0.777     1.246     1.025     

Relevered beta DC 2.778         3.357     1.932    3.971    3.009    

Relevered beta DC 

bloomberg 2.819         3.205     2.255    3.615    2.974    

Relevered beta Tican 1.661         2.007     1.155    2.374    1.799    

Relevered beta Tican, 

bloomberg smoothed 1.686         1.916     1.348    2.161    1.778    

Danish Crown Tican

Target D/E 213% Target D/E 83%

Effective tax rate 10.70% Effective tax rate11.20%

HK Scan Hormel SocieteTer Beke
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Appendix 48: Stand-alone Danish Crown: Forecast Data 

Euromonitor forecast Fresh Meats, Volume 

Growth rate, CAGR, volume 2015 2016 2017 2018 2019 2020 

UK -0.20% 1.10% 1.20% 1.70% 1.90% 2.10% 

Japan -0.01% 0.02% 0.01% 0.01% 0.01% 0.01% 

Europe -0.63% 0.05% 0.00% 0.05% 0.05% 0.13% 

Sweden -0.40% 1.20% 1.40% 1.70% 1.90% 2.00% 

Rest of the world 2.00% 2.40% 2.50% 2.60% 2.60% 2.70% 

Denmark -0.70% -0.80% -1.00% -1.30% -1.50% -1.50% 

Germany -1.20% -1.30% -1.60% -1.90% -2.10% -2.10% 

Other, eastern europe -0.60% 1.50% 2.50% 2.90% 2.70% 2.50% 

US and Canada 3.30% 2.60% 0.50% 0.40% 0.70% 0.90% 

China 2.80% 2.90% 3.00% 3.00% 3.00% 3.00% 

Weighted average growth 0.6% 1.1% 1.0% 1.2% 1.2% 1.3% 

Source: (Euromonitor forecasts, 2016) 
      

Euromonitor, Forecast Processed Foods, volume 

Growth rate, CAGR, volume 2015 2016 2017 2018 2019 2020 

UK -1.50% -1.20% -0.60% -0.50% -0.10% 0.00% 

Japan 0.10% 0.00% 0.00% 0.00% 0.00% 0.00% 

Europe 0.23% 0.10% 0.30% 0.33% 0.40% 0.43% 

Sweden 0.80% 0.70% 0.90% 0.90% 0.80% 0.80% 

Rest of the world 1.50% 2.10% 2.10% 2.10% 2.00% 1.90% 

Denmark 1.80% 1.10% 1.10% 1.20% 1.20% 1.30% 

Germany -0.20% -0.20% -0.20% -0.30% -0.30% -0.40% 

Other, eastern europe -0.70% 0.70% 2.20% 2.40% 2.80% 3.20% 

US and Canada 0.50% 1.10% 1.00% 1.20% 1.30% 1.30% 

China 0.90% 2.70% 3.70% 4.40% 4.70% 5.00% 

Total Growth, volume 0.3% 0.7% 1.1% 1.3% 1.5% 1.6% 

Source: (Euromonitor forecasts, 2016) 

      

Euromonitor, forecast Fresh Meats, Prices 

Growth rate, CAGR, volume 2015 2016 2017 2018 2019 2020 

UK 1.60% 3.90% 5.10% 5.60% 5.90% 6.20% 

Japan 4.40% 2.30% 3.70% 3.10% 3.10% 3.10% 

Europe 0.03% 2.10% 2.55% 2.75% 3.05% 3.13% 

Sweden -0.50% 1.50% 1.70% 1.80% 2.10% 2.10% 

Rest of the world 2.95% 4.06% 4.45% 4.53% 4.81% 4.95% 

Denmark -0.50% 1.50% 1.70% 1.80% 2.10% 2.10% 

Germany -0.50% 1.50% 1.70% 1.80% 2.10% 2.10% 

Other, eastern europe 6.10% 16.10% 15.00% 14.30% 13.30% 13.20% 

US and Canada 3.90% 5.60% 3.90% 3.90% 4.50% 4.70% 

China 4.80% 6.40% 7.00% 7.30% 7.50% 7.60% 

Weighted average growth 2.2% 3.9% 4.5% 4.6% 4.9% 5.1% 

Source: (Euromonitor forecasts, 

2016) 
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Euromonitor, forecast Processed , Prices 

Growth rate, CAGR, volume 2015 2016 2017 2018 2019 2020 

UK -1.00% -0.30% 1.00% 1.80% 2.00% 2.40% 

Japan 2.20% 1.80% 3.10% 2.60% 2.10% 1.90% 

Europe 0.60% 1.68% 2.38% 2.60% 2.58% 2.60% 

Sweden 0.90% 2.40% 3.30% 3.40% 3.40% 3.30% 

Rest of the world -6.00% 4.40% 4.50% 4.60% 4.50% 4.50% 

Denmark 0.30% 1.90% 2.50% 2.60% 2.40% 2.30% 

Germany 2.20% 2.70% 2.70% 2.60% 2.50% 2.40% 

Other, eastern europe 11.30% 5.60% 6.10% 5.90% 6.00% 6.30% 

US and Canada 5.40% 3.20% 3.70% 3.70% 3.80% 3.70% 

China -0.40% 3.60% 5.00% 5.60% 5.80% 6.00% 

Weighted average growth 0.3% 2.3% 3.2% 3.5% 3.5% 3.6% 

Source: (Euromonitor forecasts, 2016)       

Bloomberg, forecast Exchange rate forecasted change (indirect quota) 

Currency effects 2015 2016 2017 2018 2019 2020 

UK 0.68% -4.87% 4.53% 2.97% 2.61% 0.00% 

Japan -0.03% -0.26% -0.55% -0.87% -0.87% 0.00% 

Europe 0.01% 0.22% 0.32% 0.05% -0.14% 0.00% 

Sweden 6.77% -2.76% 0.36% 0.72% 0.97% 0.00% 

Rest of the world 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

Denmark 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

Germany 0.01% 0.22% 0.32% 0.05% -0.14% 0.00% 

Other, eastern europe 2.28% 2.70% 4.48% 2.58% 2.99% 0.00% 

US and Canada 1.55% 2.45% -8.72% 3.61% 3.36% 0.00% 

China -3.92% -2.63% -3.05% -3.26% -3.26% 0.00% 

Total growth, exchange -0.1% -1.3% -0.2% 0.2% 0.1% 0.0% 

Source: (Bloomberg Terminal, 2016) 

Appendix 49: Stand-alone Danish Crown: Forecasted growth, summary 
 

Forecasted growth rates 2014 2015 2016 2017 2018 2019 2020 

Weighted average volume growth -0.54% 1.18% 1.28% 1.24% 1.30% 1.40% 1.45% 

Weighted average price growth 0.31% 1.20% 2.66% 3.18% 3.34% 3.51% 3.62% 

Estimated annual growth rate -0.23% 2.39%  3.98%  4.46%  4.69%  4.96%  5.13%  

Source: Own creation 
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Appendix 50: Stand-alone Danish Crown: Historical revenue split 
 

Revenue Split  

Historic revenue split 2004-2005     

Assumed 

split  

UK 30%   UK 21.23%  

Japan 13%  Japan 10.62%  

Europa incl. SE 18%  EU 12.74%  

Sweden 3%  SE 4.25%  

Øvrige Verden 6%  Rest. W 4.25%  

Denmark 9%  DK 10.12%  

Germany 10%  Germany 7.08%  

Other Europa (Russia) 5%  

Other, 

Europe 4.95%  

USA 7%  USA 7.08%  

     China 17.69%  

           

  100.00%      100.00%   

      

Revenuesplit 10-11 11-12 12-13 13-14 Average 

DC Fresh meat   57% 58% 56% 57% 

DAT-Schaub & Ingredients    8% 6% 6% 7% 

DC FOODS   35% 36% 38% 36% 

EBIT-andel        

DC Fresh meat   57% 47% 44% 49% 

DAT-Schaub & Ingredients    6% 13% 13% 11% 

DC FOODS   37% 40% 43% 40% 

      

Revenue split 

DK 5244 5737 5538 5895 5488 

  12% 11% 10% 10.1% 9% 

Udland 39967 46017 50924 52269 52541 

  88% 89% 90% 90% 91% 

Total 45211 51754 56462 58164 58029 

  100% 100% 100% 100% 100% 

DC Pork 21229 26554 26243 26301 24948 

DC Beef 2795 3427 3605 3681 3653 

DC Ingredients   2620 3160 2994 

DC Foods 18100 18635 20186 20872 21571 

Øvrige selskaber 3087 3138 3808 4150 4863 

Total 45211 51754 56462 58164 58029 

DC Pork 47% 51% 46% 45% 43% 

DC Beef 6% 7% 6% 6% 6% 

DC Ingredients 0% 0% 5% 5% 5% 

DC Foods 40% 36% 36% 36% 37% 

Øvrige selskaber 7% 6% 7% 7% 8% 

Total 100% 100% 100% 100% 100% 

Source: (Danish Crown, 2015) 
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Appendix 51: Stand-alone Danish Crown: Forecasted revenue split 

Revenue Split 2014 2015 2016 2017 2018 2019 2020 

UK 19.8% 19.90% 19.63% 19.46% 19.41% 19.39% 19.43% 

Japan 9.9% 10.25% 10.06% 9.94% 9.74% 9.51% 9.24% 

Europe 11.9% 11.96% 11.69% 11.44% 11.18% 10.92% 10.67% 

Sweden 4.0% 3.99% 3.98% 3.96% 3.92% 3.88% 3.83% 

Rest of the world 9.9% 10.38% 10.66% 10.83% 10.99% 11.13% 11.26% 

Denmark 10.1% 10.11% 9.85% 9.56% 9.26% 8.94% 8.62% 

Germany 6.6% 6.62% 6.44% 6.24% 6.01% 5.77% 5.50% 

Other, eastern europe 4.6% 2.32% 2.45% 2.59% 2.73% 2.87% 3.02% 

US and Canada 6.6% 7.01% 7.15% 7.13% 7.07% 7.03% 7.00% 

China 16.5% 17.46% 18.08% 18.85% 19.68% 20.55% 21.43% 

Sum 100.0% 100% 100% 100% 100% 100% 100% 

 

Appendix 52: Stand-alone Danish Crown: Volume growth forecast 

Volume Growth 2015 2016 2017 2018 2019 2020 

UK -0.31% 0.52% 0.73% 1.01% 1.28% 1.34% 

Japan 0.35% 0.33% 0.33% 0.17% 0.17% 0.01% 

Europe 0.18% 0.07% 0.11% 0.15% 0.18% 0.23% 

Sweden 0.54% 2.11% 1.95% 1.77% 1.68% 1.56% 

Rest of the world 4.82% 3.29% 2.35% 2.42% 2.38% 2.41% 

Denmark 0.13% -0.10% -0.19% -0.33% -0.46% -0.48% 

Germany -0.34% -0.40% -0.59% -0.82% -1.13% -1.48% 

Other, eastern europe -0.64% 1.21% 2.39% 2.72% 2.74% 2.75% 

US and Canada 2.37% 2.15% 0.77% 0.78% 1.01% 1.05% 

China 3.00% 3.08% 3.51% 3.51% 3.62% 3.73% 

Weighted average volume growth 1.18%  1.28%  1.24%  1.30%  1.40%  1.45%  

Source: Own creation based on (Euromonitor forecasts, 2016) 

Appendix 53: Stand-alone Danish Crown: Price growth forecast 

Price growth 2015 2016 2017 2018 2019 2020 

UK 0.52% 2.00% 2.76% 3.28% 3.50% 3.86% 

Japan 2.88% 1.70% 2.80% 2.36% 2.21% 2.13% 

Europe 0.19% 1.55% 1.98% 2.16% 2.31% 2.35% 

Sweden 0.01% 1.50% 1.82% 1.89% 2.04% 2.03% 

Rest of the world -0.24% 3.35% 3.57% 3.64% 3.76% 3.83% 

Denmark -0.17% 1.32% 1.59% 1.67% 1.77% 1.74% 

Germany 0.38% 1.55% 1.65% 1.67% 1.80% 1.77% 

Other, eastern europe 5.47% 8.37% 7.88% 7.68% 7.24% 7.49% 

US and Canada 3.50% 3.69% 3.35% 2.96% 3.29% 3.47% 

China 2.42% 4.42% 5.18% 5.53% 5.69% 5.61% 

Weighted average price growth 1.20%  2.66%  3.18%  3.34%  3.51%  3.62%  

Source: Own creation based on (Euromonitor forecasts, 2016) and (Bloomberg Terminal, 2016) 
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Appendix 54: Stand-alone Danish Crown: Adjustments 

Fresh meat adjustments 

Fresh meat volume adjustments based on strategical analysis and 

market analysis 

subjective adjustments based on 

strategical analysis 2015 2016 2017 2018 2019 2020 

UK 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

Japan 0.50% 0.50% 0.50% 0.25% 0.25% 0.00% 

Europe 0.50% 0.00% 0.00% 0.00% 0.00% 0.00% 

Sweden 0.50% 1.50% 1.00% 0.50% 0.25% 0.00% 

Rest of the world 3.00% 1.00% 0.00% 0.00% 0.00% 0.00% 

Denmark -0.06% -0.06% -0.04% -0.03% -0.03% 0.00% 

Germany 0.50% 0.50% 0.50% 0.50% 0.50% 0.00% 

Other, eastern europe 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

US and Canada 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

China 1.40% 0.40% 0.40% 0.00% 0.00% 0.00% 

Total volume growth 0.7% 0.3% 0.2% 0.1% 0.1% 0.0% 

Source: Own creation 

Processed growth adjustments 

Processed food volume adjustment based on strategical analysis and 

market analysis 

Subjective adjustments based on 

strategic analysis 2015 2016 2017 2018 2019 2020 

UK 1.00% 0.70% 0.50% 0.30% 0.30% 0.00% 

Japan 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

Europe 0.50% 0.00% 0.00% 0.00% 0.00% 0.00% 

Sweden 0.50% 0.38% 0.25% 0.13% 0.06% 0.00% 

Rest of the world 3.00% 1.00% 0.00% 0.00% 0.00% 0.00% 

Denmark -0.10% 0.13% 0.19% 0.21% 0.19% 0.00% 

Germany 0.50% 0.50% 0.50% 0.50% 0.00% 0.00% 

Other, eastern europe 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

US and Canada 0.25% 0.25% 0.25% 0.25% 0.25% 0.00% 

China 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

Toal price growth 0.6% 0.3% 0.2% 0.1% 0.1% 0.0% 
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Appendix 55: Stand-alone Danish Crown: Proforma forecast and value drivers 
Value Drivers 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

Revenue growth 14.47% 9.10% 3.01% -0.23% 2.40% 3.97% 4.46% 4.69% 4.96% 5.12% 

Production cost as % of revenue -83.96% -84.91% -85.29% -85.08% -85.08% -85.02% -84.97% -84.91% -84.86% -84.80% 

Distribution cost as % of revenue -7.10% -6.75% -6.51% -6.63% -6.63% -6.65% -6.68% -6.70% -6.72% -6.75% 

Administration cost as % of revenue -2.60% -2.49% -2.40% -2.51% -2.51% -2.51% -2.50% -2.50% -2.50% -2.50% 

Other Operating cost as % of revenue 0.28% 0.45% 0.14% 0.33% 0.33% 0.32% 0.31% 0.31% 0.30% 0.30% 

Net borrowing costs in percent (before tax) aka interest rate 
(assumed)   -2.30% -2.32% -2.04% -2.04% -2.12% -2.19% -2.27% -2.34% -2.42% 

Efficient tax rate (assumed) -11.10% -10.49% -10.26% -10.87% -10.68% -10.68% -10.68% -10.68% -10.68% -10.68% 
Depreciation as % of intangible and tangible assets subject to dep. 
and amort. -10.18% -10.28% -11.02% -11.43% -10.72% -10.72% -10.72% -10.72% -10.72% -10.72% 

Intangible and tangible assets as % of revenue 23.11% 22.12% 21.23% 23.89% 23.89% 23.63% 23.37% 23.11% 22.86% 22.60% 

Net working capital as % of revenue 12.15% 11.49% 10.73% 11.12% 10.79% 10.59% 10.35% 10.11% 9.87% 9.63% 

Net interest-bearing debt as a percentage of invested capital 70.46% 69.45% 67.93% 68.38% 69.10% 69.10% 69.10% 69.10% 69.10% 69.10% 

                      

Analytical Income statement 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

+ Revenue 51,754 56,462 58,164 58,029 59,421 61,783 64,537 67,564 70,913 74,547 

- Production cost -43,453 -47,943 -49,606 -49,370 -50,554 -52,529 -54,835 -57,370 -60,174 -63,216 

- Distribution cost -3,676 -3,809 -3,787 -3,846 -3,938 -4,110 -4,308 -4,526 -4,768 -5,030 

- Administration cost -1,347 -1,408 -1,395 -1,455 -1,490 -1,548 -1,616 -1,691 -1,774 -1,864 

- Other operating cost 143 252 82 192 193 198 203 209 216 223 

+ Special items 0 0 0 196 0 0 0 0 0 0 

= EBITDA 3,421 3,554 3,458 3,746 3,632 3,793 3,981 4,186 4,413 4,660 

-  Total depreciation, amortization -1,217 -1,284 -1,360 -1,584 -1,522 -1,565 -1,617 -1,674 -1,738 -1,806 

= EBIT 2,204 2,270 2,098 2,162 2,110 2,229 2,364 2,512 2,676 2,854 

-  Tax on EBIT -245 -238 -215 -235 -225 -238 -252 -268 -286 -305 

= NO PAT 1,959 2,032 1,883 1,927 1,885 1,991 2,111 2,244 2,390 2,549 

-  Net financial expenses before tax -222 -335 -334 -304 -284 -302 -320 -341 -364 -388 

+ Tax shield from debt financing 25 35 34 33 30 32 34 36 39 41 

= Net financial expenses -197 -300 -300 -271 -253 -269 -286 -305 -325 -347 

= Net earnings 1,762 1,732 1,583 1,656 1,632 1,721 1,825 1,939 2,065 2,203 

Source: Own creation
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Appendix, continued: Danish Crown: Proforma forecast and value drivers 

Analytical Balance statement 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

+ Intangible and tangible assets 11,960 12,492 12,346 13,861 14193 14599 15083 15617 16209 16848 

+ Net working capital 6,289 6,485 6,242 6,455 6410 6540 6681 6834 7002 7181 

= Invested capital (net operating assests) 18,249 18,977 18,588 20,316 20603 21139 21764 22451 23211 24029 

+ Equity, beginning of period 5,101 5,391 5,797 5,962 6,423 6366 6532 6725 6937 7172 

+ Net income 1,762 1,732 1,583 1,656 1632 1721 1825 1939 2065 2203 

- Dividends -1,472 -1,326 -1,418 -1,195 -1,688 -1556 -1632 -1727 -1830 -1950 

= Total equity 5,391 5,797 5,962 6,423 6,366 6532 6725 6937 7172 7425 

= Net-interest-bearing debt 12,858 13,180 12,626 13,893 14237 14607 15039 15514 16038 16604 

= Invested capital (from financing) 18,249 18,977 18,588 20,316 20,603 21139 21764 22451 23211 24029 

                      

Analytical Cash flow statement 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

= NO PAT   2,032 1,883 1,927 1885 1991 2111 2244 2390 2549 

+ Depreciation and amortisation   1,284 1,360 1,584 1522 1565 1617 1674 1738 1806 

- ∆Net working capital   -196 243 -213 45 -130 -141 -153 -168 -180 

- Net investments (non-current assets)   -1,816 -1,214 -3,099 -1854 -1970 -2102 -2208 -2329 -2445 

= Free cash flow to the firm (FCFF)   1,304 2,272 199 1598 1455 1485 1557 1630 1731 

- Net new financial liabilit ies   322 -554 1,267 344 370 432 474 525 566 

- Net financial expenses after tax   -300 -300 -271 -253 -269 -286 -305 -325 -347 

= Free cash flow to equity holders (FCFE)   1,326 1,418 1,195 1688 1556 1632 1727 1830 1950 

- Dividends   -1,326 -1,418 -1,195 -1688 -1556 -1632 -1727 -1830 -1950 

= Cash surplus   0 0 0 0 0 0 0 0 0 

Source: Own creation
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Appendix 56: Stand-alone Danish Crown: DCF 

Terminal growth rate 2.00%       WACC 6.40% 

Danish Crown (DKK mio) 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

FCFF 1,598 1,455 1,485 1,557 1,630 1,731 

Discount Factor 0.94 0.88 0.83 0.78 0.73   

Present value of FCFF 1,502 1,285 1,233 1,215 1,196 28,842 

Estimated market value of enterprise  35,273           

Net interest bearing debt (NIBD) 13,893           

Estimated market value of equity 21,380           

Cooperative members 8,278           

Market value per member 2.58           

Source: Own creation 

Appendix 57: Stand-alone Danish Crown: Sensitivity 
Stand-alone Enterprise  

value   Terminal growth  

  35,273.02 1.25% 1.50% 1.75% 2.00% 2.25% 2.50% 2.75% 

W
A

C
C

 

4.40% 

            

51,094      54,912      59,452      64,937      71,697        80,237        91,364  

4.80% 

            
45,282      48,204      51,604      55,611      60,405        66,240        73,498  

5.20% 

            
40,649      42,947      45,577      48,618      52,175        56,391        61,467  

5.60% 

            
36,869      38,716      40,803      43,181      45,912        49,085        52,814  

6.00% 

            
33,726      35,239      36,929      38,831      40,986        43,450        46,292  

6.40% 

            
31,073      32,330      33,722      35,273      37,011        38,971        41,200  

6.80% 

            
28,802      29,861      31,024      32,309      33,734        35,326        37,114  

7.20% 

            

26,838      27,739      28,723      29,801      30,988        32,302        33,763  

7.60% 

            
25,121      25,896      26,736      27,652      28,653        29,753        30,965  

8.00% 

            
23,609      24,280      25,005      25,790      26,644        27,575        28,595  

8.40% 

            
22,266      22,852      23,482      24,162      24,896        25,693        26,560  

Source: Own creation 
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Stand-alone Enterprise  
value   Production cost, percentage point change in terminal year  

  35,273.02 1.00% 0.75% 0.50% 0.25% 0.00% -0.25% -0.50% -0.75% -1.00% 
W

A
C

C
 

4.40% 

            
41,549      47,396      53,243      59,090      64,937  

      
70,784  

      
76,630  

      
82,477  

      
88,324  

4.80% 

            
35,798      40,752      45,705      50,658      55,611  

      
60,565  

      
65,518  

      
70,471  

      
75,424  

5.20% 

            

31,483      35,767      40,051      44,334      48,618  

      

52,902  

      

57,186  

      

61,470  

      

65,754  

5.60% 

            
28,124      31,888      35,652      39,416      43,181  

      
46,945  

      
50,709  

      
54,473  

      
58,237  

6.00% 

            

25,435      28,784      32,133      35,482      38,831  

      

42,180  

      

45,529  

      

48,878  

      

52,227  

6.40% 

            

23,233      26,243      29,253      32,263      35,273  

      

38,283  

      

41,293  

      

44,303  

      

47,313  

6.80% 

            
21,396      24,124      26,852      29,581      32,309  

      
35,037  

      
37,765  

      
40,493  

      
43,221  

7.20% 

            
19,841      22,331      24,821      27,311      29,801  

      
32,291  

      
34,781  

      
37,271  

      
39,761  

7.60% 

            
18,506      20,793      23,079      25,366      27,652  

      
29,939  

      
32,225  

      
34,511  

      
36,798  

8.00% 

            

17,349      19,459      21,569      23,680      25,790  

      

27,901  

      

30,011  

      

32,121  

      

34,232  

8.40% 

            
16,335      18,291      20,248      22,205      24,162  

      
26,118  

      
28,075  

      
30,032  

      
31,988  

Source: Own creation 

Appendix 58: Stand-alone Danish Crown: Net working capital Note 
Note 1: Net working capital 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

+ Inventory and biological assets 4,570 4,624 4,683 4,742 4,803 4,871 4,941 

+ Accounts recievable 7,685 7,725 8,032 8,390 8,783 9,219 9,691 

+ Prepayments 116 119 124 129 135 142 149 

- Accounts payable 5,916 6,058 6,299 6,579 6,888 7,230 7,600 

Net working capital 6,455 6,410 6,540 6,681 6,834 7,002 7,181 

Increase in NWC 213 -45 130 141 153 168 180 

                

Forecasted               

+ Inventory, volume growth       4,320  
             
4,624        4,683        4,742        4,803        4,871          4,941  

+ Accounts recievable, revenue 13.24% 13.00% 13.00% 13.00% 13.00% 13.00% 13.00% 

+ Prepayments 0.20% 0.20% 0.20% 0.20% 0.20% 0.20% 0.20% 

- Accounts payable, volume       5,273  
             
5,986        6,063        6,138        6,218        6,305          6,397  

                

Volume growth (forecasted) -0.54% 1.18% 1.28% 1.24% 1.30% 1.40% 1.45% 

                

NWC as % of revenue   10.79% 10.59% 10.35% 10.11% 9.87% 9.63% 

Source: Own creation 
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Appendix 59: Stand-alone Business Case: DCF summary (without 

synergies) 

Terminal growth rate 2.00%       WACC 6.40% 

Consolidated (no SYN) (DKK mio) 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

FCFF 1,732 1,544 1,575 1,656 1,722 1,832 

Discount Factor 0.94 0.88 0.83 0.78 0.73   

Present value of FCFF 1,628 1,364.3 1,307 1,292 1,263 30,527 

Estimated market value of enterprise  37,382           

Net interest bearing debt (NIBD) 14,555           

Estimated market value of equity 22,827           

Cooperative members in new company 8,555           

Market value per member 2.67           

Source: Own creation 

Appendix 60: Business Case: DCF summary (with synergies) 

Terminal growth rate 2.00%       WACC 6.40% 

Consolidated (DKK mio) 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

FCFF 203 1,455 1,485 1,557 1,630 1,731 

Discount Factor 0.94 0.88 0.83 0.78 0.73   

Present value of FCFF 191 936.0 1,360 1,387 1,264 32,684 

Estimated market value of enterprise  37,822           

Net interest bearing debt (NIBD) 14,555           

Estimated market value of equity 23,267           

Cooperative members in new company 8,555           

Market value per member 2.72           

Source: Own creation 

Appendix 61: Business Case: Merger agreement 

Merger agreement mDKK 

Tangible Assets 768 

Intangible assets (excl. Goodwill) 63 

Other operational assets 933 

Other operational liabilities -597 

Total acquired net operating assets 1,167 

Goodwill 76 

Purchase price 1,244 

Cash balance in acquired company 6 

Long term debt holdings -805 

Issued new equity -582 

Other interest bearing assets 137 

Total cash payment throughout the year 0 
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Appendix 62: Business Case: Waterfall chart  

 

Source: Own creation
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Appendix 63: Business Case: Waterfall chart data 

Synergy forecast, step by step PV 2015 2016 2017 2018 2019 2020 

Revenue synergies               

Monopoly effects 357 0 29 30 21 22 16 

Cannibalization effect -398 -38 -90 -115 -121 -127 0 

Cost synergies               

Marginal efficiency, production 2,364 73 101 113 114 115 116 

Overhead from Thisted plant 183 8 8 8 8 9 9 

Remuneration 104 0 5 5 5 5 5 

Compensation packages -35 -21 -12 -5       

Efficiency gains, Tican 63 3 3 3 3 3 3 

Restructuring costs               

Discount during integration -873 -729 -213         

Overtime during integration -480 -401 -117         

Net advisory fees -9 -87 3 3 3 4 4 

Sale of Thisted property 58 61           

Capacity investments -265 -185 -65 -40       

Down-writes -217 -230           

Financial synergies               

Taxation 11 162 44 6 1 2 -11 

Net working Capital -424 -227 -50 -17 4 3 -9 

Net investments, CAPEX 2 84 -131 74 82 -34 -4 

Sum 440 -1,529 -485 64 122 2 129 

Sanity check, ∆post merger               

FCF Business Case 37,822 203 1,060 1,638 1,778 1,724 1,961 

FCF Combined DC and Tican 37,382 1,732 1,544 1,575 1,656 1,722 1,832 

Difference 440 -1,529 -485 64 122 2 129 

Source: Own creation 
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Appendix 64: Business Case: Note 1 – Marginal production 
 

Marginal production cost saving 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

Tican                     

Total pigs         1.8          1.8          1.9          1.9          1.9          1.9          1.9          1.9          2.0          2.0  

Total kg      135.0       133.7       141.2       142.1       142.1       142.5       143.5       144.6       145.9       147.5  

Average weight of pig       75.5        75.9        75.7        74.8              

Production cost 3,762.4 4,094.9 4,414.2 4,537.4             

Production cost/pig 2,103.0 2,324.0 2,368.1 2,386.9             

Production cost/pig/kg 27.9 30.6 31.3 31.93             

Danish Crown                     

Total pigs and cattle       16.5        22.2        21.7        21.7              

Total kg 1,243.0 1,675.2 1,637.4 1,637.4             

Average weight of pig 75.5 75.5 75.5 75.5             

Production cost 43,453.0 47,943.0 49,606.0 49,370.0             

Production cost/pig 2,637.8 2,159.6 2,286.0 2,275.1             

Production cost/pig/kg 34.96 28.46 30.18 30.43             

Marginal productivity difference   -2.2 -1.1 -1.5 -1.58 -1.58 -1.58 -1.58 -1.58 -1.58 

Estimated effect (50%)         -0.79 -0.79 -0.79 -0.79 -0.79 -0.79 

% increased productivity in Danish Crown   -7.1% -3.5% -4.7%             

Projected cost saving from producing at DC 0 0 0 0 72.9 101.2 113.2 114.1 115.1 116.3 

Source: Own creation 
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Appendix 65: Business Case: Note 2 – Management Remuneration and Auditor fees 

Management remuneration and auditor fee's 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

                      

Remuneration for general management and CEO 5.2 5.7 5.5 5.7 5.8 5.9 6.1 6.2 6.4 6.6 

Growth, management and board remuneration   8.6% -4.0% 4.0% 1.7% 2.2% 2.4% 2.7% 2.9% 3.0% 

Remuneration cost saving from overlapping production managers           3.78 3.88 3.98 4.10 4.22 

Remuneration cost saving from overlapping distribution managers           0.47 0.48 0.50 0.51 0.53 

Remuneration cost saving from overlapping administrative managers           0.47 0.48 0.50 0.51 0.53 

                      

Auditor fees                     

Auditor fees 1.7 1.6 1.6 1.9             

Other declarations 1.1 0.1 0.0 0.2             

Tax advisory 0.2 0.4 0.5 0.4             

Other services 2.2 0.2 1.2 0.6             

Total 5.1 2.4 3.3 3.0 3.1 3.2 3.3 3.5 3.6 3.7 
Growth, auditor fees (ex tax and other services - used as forecast for 
total)    -9.1% 2.0% 17.3% 3.4% 3.4% 3.4% 3.4% 3.4% 3.4% 

                      

Total cost savings (assume effect from 2015/16)         3.1 8.0 8.2 8.4 8.7 9.0 

Source: Own creation 

Appendix 66: Business Case: Note 3 – Restructuring costs 

Note 6: Restructuring costs  2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

Revenue from former Tican brands  4376 4687 5051 5158       5,207        5,324        5,497  

                  

5,693  

                  

5,907  

                  

6,150  

Production cost, Tican -3762 -4095 -4414 -4537 -4582 -4677 -4819 -4982 -5160 -5363 

% of pigs directly handled at DC facilities         30% 80% 100% 100% 100% 100% 

% of pigs produced at DC facilities with overtime 

hours         35% 10% 0% 0% 0% 0% 

% of pigs not possible to produce at DC untill further 

investments         35% 10% 0% 0% 0% 0% 

                      

Discount on production sold off as livestock          -729 -213         

Increased production cost in integration period         -401 -117         

Source: Own creation
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Appendix 67: Business Case: Note 4 – Operational cost savings 
 

Operational cost synergies, incl. compensations  
2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 

2020 

(T) 

Total Operating expenses, Tican 4,034 4,436 4,832 4,985 5,030 5,133 5,290 5,468 5,663 5,886 

Hereof, paid salaries                     

Production 447.8 478.9 513.9 548.7 547.5 558.7 575.8 595.2 616.4 640.7 

Distribution 45.4 56.4 63.8 69.7 64.4 65.7 67.7 70.0 72.5 75.3 

Administration 61.3 61.8 58.0 62.0 67.3 68.7 70.8 73.1 75.8 78.7 

Total paid salary, Tican stand-alone 554.5 597.1 635.8 680.3 679.1 693.1 714.3 738.3 764.7 794.7 

Hereof, salary as % of total operating expenses  13.7% 13.5% 13.2% 13.6% 13.5% 13.5% 13.5% 13.5% 13.5% 13.5% 

Average number of workers, Tican 1983 2085 2188 2297 2255 2252 2266 2281 2295 2316 

Average wage per worker (DKK.mio) 0.28 0.29 0.29 0.30 0.30 0.31 0.32 0.32 0.33 0.34 

General wage growth, forecasted   2.42% 1.46% 1.93% 1.70% 2.20% 2.40% 2.70% 2.90% 3.00% 

Forecasted required net new workers    102 103 109 -42 -3 14 15 15 21 

Total post merger workers, Tican 1983 2085 2188 2297 1987 1897 1881 1896 1910 1931 

Operational cost savings                     

Marginal cost saving from producing at DC rather than Tican         72.9 101.2 113.2 114.1 115.1 116.3 

Production Layoffs due to decreased cost at Danish Crown         242 87 30 0 0 0.0 

Distribution cost saving from layoffs associated with sale of 

Thisted         3.9           

Cumulative cost saving adjusted for wage increase, distribution          3.9 4.0 4.1 4.2 4.3 4.5 

Adminstration cost saving from layoffs associated with sale of 

Thisted         3.9           

Cumulative cost saving adjusted for wage increase, administration         3.9 4.0 4.1 4.2 4.3 4.5 

                      

Efficiency gains, Distribution         1.3 1.3 1.4 1.4 1.4 1.5 

Efficiency gains, Administration         1.3 1.4 1.4 1.5 1.5 1.6 

Total cost saving based on layoffs          333.2 198.9 154.1 125.3 126.7 128.3 

Compensation of Production layoffs          -19.4 -7.1 -2.5       

Compensation of Administration layoffs          -1.0           

Compensation of Distribution layoffs          -1.0           

Total operational compensation         -1.0 -0.5 -0.2 0.0 0.0 0.0 

Source: Own creation 
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Appendix 68: Business Case: Note 5 – Sale of Thisted Plant and net new investments 

Sale of Thisted Plant and net new investments  2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 

2020 

(T) 

Intangible and tangible assets, Danish Crown 11,960 12,492 12,346 13,861 14,193 14,599 15,083 15,617 16,209 16,848 

Intangible and tangible assets, Tican 734 839 822 908 942 944 958 973 1,010 1,052 

hereof, intangible assets 94 105 121 139 145 145 147 149 155 162 

Tican property plant and equipment 640 734 701 768 798 799 810 824 855 890 

Hereof, PPE of Thisted plant 256 294 280 307             

Sale of Thisted plant                     

Transferable machinery         77           

Lost assets from Tican plant         -307           

Transferable property plant and equipment         567 568 576 586 608 633 

                      

Capacity adjustments                     

Capacity adjustments to facilitate increased production based on 

historical investments          170 50 25       

Capacity adjustments to facilitate the production of Tican products 

on Danish Crown facilities          15 15 15       

Total new capacity investments          185 65 40 0 0 0 

Total intangible and tangible assets          15,091 15,378 15,847 16,353 16,972 17,642 

As % of revenue         23.4% 23.0% 22.7% 22.4% 22.1% 21.9% 

Source: Own creation 

Appendix 69: Business Case: Note 6 – Special items 

Note 5: Special items 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 

2020 

(T) 

Income from sale of Thisted property         61           

Capacity investments          -185 -65 -40       

Down-writes on tangible assets          -230           

Advisory fee         -90           

Total Special items         -444 -65 -40 0 0 0 

Source: Own creation 
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Appendix 70: Business Case: Note 7 – Net Interest Bearing Debt and repayments 

Net-interest-bearing debt 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

Danish Crown Net-interest-bearing debt 12,858 13180 12626 13893 14237 14607 15039 15514 16038 16604 

EBITDA, business case         2262 3636 4189 4445 4687 5078 

New debt raised                     

- Capital investments to facilitate Tican's production         185 65 40       

- Salary reimbursement, assumed Cash         21 12 5       

- Advisory Cost         90           

- Other restructuring costs          401 117         

- Stock for stock purchase of Tican         0           

- Net-interest-bearing debt, Tican         662           

New Net-interest-bearing debt 12,858 13,180 12,626 13,893   15,597    16,196    16,721    17,248    17,832    18,461  

As % of invested capital 66.6% 65.5% 63.9% 64.4% 71.0% 71.5% 72.1% 72.5% 72.6% 72.6% 

                      

Target Net-interest-bearing debt to EBITDA 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5 

Actual net-interest-bearing debt to EBITDA         6.9 4.5 4.0 3.9 3.8 3.6 

                      

Excess debt over target         7680 3470 2061 1691 1427 687 

Debt repayments, cash         -384 -174 -103 -85 -71   

                      

Post merger net-interest-bearing debt after 

adjustments         15213 15639 16060 16503 17015 17644 

implied net-interest-bearing debt to EBITDA          6.7 4.3 3.8 3.7 3.6 3.5 

As % of invested capital         69.2% 69.1% 69.3% 69.4% 69.3% 69.4% 

                      

Debt to equity as target NIBD/EBITDA         2.2 2.3 2.3 2.3 2.3 2.3 

Debt proportion         68% 70% 70% 70% 70% 70% 

Equity proportion         32% 30% 30% 30% 30% 30% 

Source: Own creation 
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Appendix 71: Business Case: Note 8 – Cannibalization effect 

Note 9: Cannibalization effect 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

Price effect annually   5.0% 3.0% 1.0%       

Danish Crown               

Revenue share, DK 10.1% 10.1% 9.8% 9.6% 9.3% 8.9% 8.6% 

Price growth overall, estimated, DC 0.31% 1.20% 2.66% 3.18% 3.34% 3.51% 3.62% 

Price growth, DC incl. cannibalization 0.31% 1.14% 2.58% 3.14% 3.34% 3.51% 3.62% 

Volume growth, DC -0.54% 1.18% 1.28% 1.24% 1.30% 1.40% 1.45% 

Total revenue growth, OLD -0.23% 2.40% 3.97% 4.46% 4.69% 4.96% 5.12% 

Total revenue growth, NEW -0.23% 2.34% 3.89% 4.43% 4.69% 4.96% 5.12% 

Old revenue, DC 58,029 59,421 61,783 64,537 67,564 70,913 N/A 

New Revenue, DC 58,029 59,386 61,698 64,429 67,451 70,794 N/A 

Cannibalization Effect 0.0 -35.2 -84.6 -108.2 -113.3 -118.9 N/A 

Tican               

Revenue share, DK 10.1% 10.5% 10.4% 10.2% 10.1% 9.8% 9.6% 

Price growth overall, estimated, Tican 1.47% 0.95% 1.95% 2.56% 2.75% 2.86% 3.00% 

Price growth, Tican incl. 

cannibalization 1.47% 0.90% 1.89% 2.54% 2.75% 2.86% 3.00% 

Volume growth, Tican 0.65% 0.00% 0.30% 0.66% 0.80% 0.87% 1.10% 

Total revenue growth, OLD 2.13% 0.95% 2.25% 3.24% 3.57% 3.76% 4.13% 

Total revenue growth, NEW 2.13% 0.90% 2.19% 3.22% 3.57% 3.76% 4.13% 

Old revenue, Tican 5,158 5,207 5,324 5,497 5,693 5,907 N/A 

New Revenue, Tican 5,158 5,205 5,318 5,490 5,685 5,899 N/A 

Cannibalization Effect 0.0 -2.4 -5.5 -7.1 -7.4 -7.6 N/A 

Source: Own creation 
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Appendix 72: Business Case: Note 9 – Monopoly effect from Denmark 

Monopoly effect from Denmark 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

Growth rates, Denmark               

DK volume growth, DC   -0.6% -0.5% -0.6% -0.8% -0.9% -1.0% 

DK price growth, DC   -0.3% 0.9% 1.0% 1.0% 1.2% 1.2% 

DK volume growth, Tican   0.4% 0.3% 0.1% -0.1% -0.3% -0.4% 

DK Price growth, Tican   -0.1% 1.7% 2.1% 2.2% 2.2% 2.2% 

Additional Volume Effect   0.00% -0.05% -0.05% -0.03% -0.03% -0.01% 

Additional Price Effect   0.00% 0.50% 0.50% 0.35% 0.35% 0.25% 

DC DK share 10.1% 10.1% 9.8% 9.6% 9.3% 8.9% 8.6% 

DC revenue based on forecast 5,861 5,811 6,027 6,105 6,185 6,274 6,352 

DC Revenue DKK mio 5,861 5,811 6,054 6,132 6,204 6,294 6,367 

DC Monopoly revenue effekt 5,861 0.0 26.8 27.1 19.6 19.8 15.0 

Tican DK Share 10.1% 10.5% 10.4% 10.2% 10.1% 9.8% 9.6% 

Tican DK revenue DKK mio 521 522 557 568 574 583 591 

Tican monopoly revenue 521 522 560 570 576 585 592 

Additional revenue Tican 0 0.0 2.5 2.5 1.8 1.8 1.4 

Total effect in DK   0.0 29.3 29.6 21.3 21.6 16.4 

Source: Own Creation 

Appendix 73: Business Case: Note 10 – Depreciations 

Depreciations 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

Intangible and tangible assets, 

Tican 908 942 944 958 973 1,010 1,052 

Intangible and tangible assets, 

Danish Crown 13,861 14,193 14,599 15,083 15,617 16,209 16,848 

                

Depreciation as % of intangible 

assets, Tican -9.18% -8.60% -8.60% -8.60% -8.60% -8.60% -8.60% 

Depreciation as % of intangible 

assets, Danish Crown -11.43% -10.72% -10.72% -10.72% -10.72% -10.72% -10.72% 

                

Weight DC 0.94 0.94 0.94 0.94 0.94 0.94 0.94 

Weight TC 0.06 0.06 0.06 0.06 0.06 0.06 0.06 

New Depreciation as % of 

intangible assets, combined -11.3% -10.6% -10.6% -10.6% -10.6% -10.6% -10.6% 
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Appendix 74: Business Case: Note 11 – Cost value drivers 

Post merger value drivers  2014/15 2015/16 2016/17 2017/18 2018/19 2020 

Total consolidated revenue 64,628 67,107 70,033 73,257 76,820 80,698 

Production Cost, Danish Crown -50,554 -52,529 -54,835 -57,370 -60,174 -63,216 

Production Cost, Tican -4,582 -4,677 -4,819 -4,982 -5,160 -5,363 

Marginal cost saving from producing at DC rather 

than Tican 72.9 101.2 113.2 114.1 115.1 116.3 

Remuneration, production 0.0 3.8 3.9 4.0 4.1 4.2 

Total compensation cost associated with 

production -19.41 -10.86 -4.37 0.00 0.00 0.00 

Total production cost -55,083 -57,112 -59,542 -62,234 -65,215 -68,459 

as % of revenue -85.2% -85.1% -85.0% -85.0% -84.9% -84.83% 

Danish Crown pre-merger cost of production as % 

of revenue -85.1% -85.0% -85.0% -84.9% -84.9% -84.8% 

Net change in production cost as % of revenue, 

percentage points -0.153% -0.083% -0.052% -0.042% -0.037% -0.034% 

Distribution cost, Danish Crown -3,938 -4,110 -4,308 -4,526 -4,768 -5,030 

Distribution cost, Tican -333 -341 -352 -364 -378 -394 

Cumulative cost saving adjusted for wage increase, 

distribution 3.9 4.0 4.1 4.2 4.3 4.5 

Efficiency gains, Distribution 1.3 1.3 1.4 1.4 1.4 1.5 

Remuneration, distribution 0.0 0.5 0.5 0.5 0.5 0.5 

Total compensation cost associated with 

distribution -1.04 -0.47 -0.24 0.00 0.00 0.00 

Total distribution cost -4,267 -4,445 -4,654 -4,885 -5,139 -5,417 

as % of revenue -6.60% -6.62% -6.65% -6.67% -6.69% -6.71% 

Danish Crown pre-merger distribution cost as % of 

revenue -6.63% -6.65% -6.68% -6.70% -6.72% -6.75% 

Net change in distribution cost as % of revenue, 

percentage points 0.02% 0.03% 0.03% 0.03% 0.03% 0.03% 

Administration cost, Danish Crown -1490 -1548 -1616 -1691 -1774 -1864 

Administration cost, Tican -135 -137 -141 -145 -149 -154 

Cumulative cost saving adjusted for wage increase, 

administration 3.9 4.0 4.1 4.2 4.3 4.5 

Efficiency gains, Administration 1.3 1.4 1.4 1.5 1.5 1.6 

Remuneration, Administration 0.0 0.5 0.5 0.5 0.5 0.5 

Auditor fees 3.1 3.2 3.3 3.5 3.6 3.7 

Total compensation cost associated with 

administration -1.04 -0.47 -0.24 0.00 0.00 0.00 

Total administration cost -1618 -1677 -1748 -1826 -1913 -2008 

as % of revenue -2.50% -2.50% -2.50% -2.49% -2.49% -2.49% 

Danish Crown pre-merger administration cost as % 

of revenue -2.51% -2.51% -2.50% -2.50% -2.50% -2.50% 

Net change in administration cost as % of revenue, 

percentage points 0.00% 0.01% 0.01% 0.01% 0.01% 0.01% 

Other production cost, Danish Crown 193.41 197.78 203.13 209.02 215.57 222.61 

Other production cost, Tican 20.828 21.296 21.986 22.771 23.627 24.602 

Total other production cost 214 219 225 232 239 247 

as % of revenue 0.33% 0.33% 0.32% 0.32% 0.31% 0.31% 

Danish Crown pre-merger other production cost as 

% of revenue 0.33% 0.32% 0.31% 0.31% 0.30% 0.30% 

Net change in administration cost as % of revenue, 

percentage points 0.01% 0.01% 0.01% 0.01% 0.01% 0.01% 

Source: Own creation 
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Appendix 75: Business Case: Proforma forecast and value drivers 

Value Drivers, Consolidated company 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

Revenue growth 2.3% 3.8% 4.4% 4.6% 4.9% 5.0% 

Production cost as % of revenue -85.2% -85.1% -85.0% -85.0% -84.9% -84.8% 

Distribution cost as % of revenue -6.6% -6.6% -6.6% -6.7% -6.7% -6.7% 

Administration cost as % of revenue -2.5% -2.5% -2.5% -2.5% -2.5% -2.5% 

Other Operating cost as % of revenue 0.3% 0.3% 0.3% 0.3% 0.3% 0.3% 

Net borrowing costs in percent (before tax)  -2.2% -2.2% -2.2% -2.2% -2.2% -2.2% 

Efficient tax rate (assumed) -10.7% -10.7% -10.7% -10.7% -10.7% -10.7% 

Depreciation as % of intangible and tangible assets. -10.6% -10.6% -10.6% -10.6% -10.6% -10.6% 

Intangible and tangible assets as % of revenue 23.6% 23.0% 22.7% 22.4% 22.1% 21.9% 

Net working capital as % of revenue 10.8% 10.6% 10.4% 10.1% 9.9% 9.6% 

Net interest-bearing debt as a percentage of invested capital 69.2% 69.1% 69.3% 69.4% 69.3% 69.4% 

Analytical Income statement: Combined 2014/15 2015/16 2016/17 2017/18 2018/19 2020 

+ Combined Revenue of Tican and Danish Crown 64,628 67,107 70,033 73,257 76,820 80,698 

- Discount on hogs in integration period -729 -213         

+ Monopoly effect in Denmark 0 29 30 21 22 16 

- Cannibalization effect -38 -90 -115 -121 -127   

Total revenue 63,861 66,833 69,948 73,158 76,715 80,714 

- Production cost -55,083 -57,112 -59,542 -62,234 -65,215 -68,459 

- Distribution cost -4,267 -4,445 -4,654 -4,885 -5,139 -5,417 

- Administration cost -1,618 -1,677 -1,748 -1,826 -1,913 -2,008 

- Other operating cost 214 219 225 232 239 247 

- Increased production cost in integration period -401 -117 0 0 0 0 

+ Special items -444 -65 -40 0 0 0 

= EBITDA 2,262 3,636 4,189 4,445 4,687 5,078 

-  Total depreciation, amortization, less loss from Thisted -1,625 -1,765 -1,810 -1,861 -1,932 -2,006 

= EBIT 698 1,932 2,441 2,647 2,821 3,141 

-  Tax on EBIT -75 -206 -261 -283 -301 -335 

= NO PAT 623 1,726 2,181 2,364 2,519 2,806 

-  Net financial expenses before tax -317 -331 -341 -351 -360 -372 

+ Tax shield from debt financing 34 35 36 38 38 40 

= Net financial expenses -283 -296 -305 -314 -322 -332 

= Net earnings 340 1,430 1,876 2,050 2,198 2,473 
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Appendix, continued: Business Case: Proforma forecast and value drivers 

Analytical Balance statement 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

+ Intangible and tangible assets, Business Case 14193 15506 15907 16375 16995 17639 

+ Intangible assets, Tican 942           

- Down-writes T ican -230           

+ Capacity investments 185 65 40       

= Total intangible and tangible assets  15091 15571 15947 16375 16995 17639 

+ Net Working Capital DC and Tican 6889 7075 7241 7400 7575 7776 

= Invested capital (net operating assests) 21980 22646 23188 23774 24570 25414 

+ Equity, beginning of period, post merger 7005 6767 7007 7128 7271 7554 

+ Net income 340 1430 1876 2050 2198 2473 

- Cash repayments for net new debt  -384 -174 -103 -85     

- Dividends -194 -1017 -1652 -1823 -1915 -2258 

= Total equity 6767 7007 7128 7271 7554 7770 

+ Net interest bearing debt, including new debt raised 15213 15639 16060 16503 17015 17644 

= Invested capital (from financing) 21980 22646 23188 23774 24570 25414 

              

Analytical Cash flow statement 2014/15 2015/16 2016/17 2017/18 2018/19 2020 (T) 

= NO PAT 623 1726 2181 2364 2519 2806 

+ Depreciation and amortisation 1564 1704 1747 1798 1866 1937 

- ∆Net working capital -98 -186 -166 -158 -175 -201 

- Net investments (non-current assets) -1886 -2184 -2123 -2226 -2487 -2581 

= Free cash flow to the firm (FCFF) 203 1060 1638 1778 1724 1961 

- Net new financial liabilit ies 274 252 319 358 512 629 

- Net financial expenses after tax -283 -296 -305 -314 -322 -332 

= Free cash flow to equity holders (FCFE) 194 1017 1652 1823 1915 2258 

- Dividends -194 -1017 -1652 -1823 -1915 -2258 

= Cash surplus 0 0 0 0 0 0 

Source: Own creation 
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Appendix 76: Business Case: Multiples analysis 

    Implied eneterprise values 

Multiple summary 
Peer average 

multiple 
Tican Danish Crown Consolidated 

EV/Cash flow 9.3 1,404 20,336 21,741 

EV/Net income 22.4 1,113 37,007 38,132 

EV/Gross profit 4.9 3,038 42,385 45,423 

EV/EBITDA 6 1,035 22,406 23,331 

EV/Revenue 0.8 4,011 45,122 49,133 

Average peer implied EV   2,120 33,451 35,552 

Enterprise value at 6.40% WACC   2,109 35,273 37,822 

Enterprise value at Tican 9.38% WACC   1,269     

Source: Own creation, (Bloomberg Terminal, 2016) 

Appendix 77: Business Case: Sensitivity 
 

Value of business case  

 Terminal growth  

1.25% 1.50% 1.75% 2.00% 2.25% 2.50% 2.75% 

W
A

C
C

 

4.40%        1,562         1,848         2,187         2,597         3,103         3,741         4,573  

4.80%        1,140         1,359         1,613         1,912         2,271         2,707         3,250  

5.20%           806            978         1,174         1,402         1,668         1,983         2,363  

5.60%           536            674            830         1,007         1,212         1,449         1,728  

6.00%           313            426            552            694            855         1,040         1,252  

6.40%           126            220            324            440            570            717            883  

6.80%            -32              47            134            230            337            456            589  

7.20%          -167           -100             -26              54            143            241            351  

7.60%          -284           -226           -163             -95             -20              62            153  

8.00%          -386           -336           -281           -223           -159             -89             -13  

8.40%          -475           -431           -384           -333           -278           -219           -154  

Source: Own creation  
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Appendix 78: Business Case: Scenario analysis 
 

 

Source: Own creation 

Comment: Current Values column represents values of changing cells at time Scenario Summary Report was created.  Changing cells for each scenario 

are highlighted in gray.

Scenario Summary

Current Values:

Changing Cells:

DCrev_vol_constant 0.00% -0.50% 0.25%

TCrev_vol_constant 0.00% -0.50% 0.50%

DCrev_price_constant 0.00% -1.50%

TCrev_price_constant 0.00% -1.50%

wacc 6.40% 6.40% 6.40% 6.40% 6.40% 6.40% 6.40% 6.40% 6.40% 6.40%

terminal_g 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%

prod_term_DC 0.0% 0.0% 0.1% -0.1%

prod_term_TC 0.0% 0.0% 0.5% -0.3%

compensation_employee 0.03 0.03 0.06 0.03 0.03 0.03 0.03 0.03 0.06 0.03

DKK_prod_improvement -0.789 -0.789 -0.640 -0.880 -0.789 -0.789 -0.789 -0.789 -0.640 -0.880

efficiencygains_distadm 2.0% 2.0% 0.0% 4.0% 2.0% 2.0% 2.0% 2.0% 0.0% 4.0%

distem_fired 0.2 0.2 0.2 0.3 0.2 0.2 0.2 0.2 0.2 0.3

admem_fired 0.2 0.2 0.2 0.3 0.2 0.2 0.2 0.2 0.2 0.3

rem_savings 80% 80% 60% 80% 80% 80% 80% 80% 60% 80%

scrapvalue 20% 20% 20% 30% 20% 20% 20% 20% 20% 30%

premium_capacity_invest 0% 10% -10% 10% -10%

premium_prod_overtime 25% 25% 30% 20% 25% 25% 25% 25% 30% 20%

discount_capacity 40% 40% 45% 40% 40% 40% 40% 40% 45% 40%

monopoly_vol -0.05% -0.05% 0.00% -0.06% -0.05% -0.05% 0.00% -0.06%

monopoly_price 0.50% 0.50% 0.00% 0.60% 0.50% 0.50% 0.00% 0.60%

cannibalization_price_firsty 5% 5% 6% 4% 5% 5% 5% 5% 6% 4%

Pigs_sold_req 5,000.00 10,000.00 5,000.00

Result Cells:

EV_Synergies 440.1 440.1 -450.6 1,080.0 -133.7 -707.4 -451.6 122.2 -599.6 1,101.8

No revenue

Worst, 

synergies only

Best, 

synergies 

onlyBase new Worst case Best case 5000K pigs

Base, 10K 

pigs

5000K, no 

monopoly
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Appendix 79: Business Case: Scenario analysis, key financials 

Scenario/company PV 2015 2016 2017 2018 2019 2020 

Tican               

EBITDA 3,079 177 191 207 224 243 264 

EBIT 1,978 96 109 124 141 156 174 

NOPAT 1,756 85 97 110 125 139 155 

FCF 1,269 135 89 89 99 92 101 

Dividend 1,066 -20 69 74 86 88 99 

Base case               

EBITDA 100,357 2,262 3,636 4,189 4,445 4,687 5,078 

EBIT 60,873 698 1,932 2,441 2,647 2,821 3,141 

NOPAT 54,371 623 1,726 2,181 2,364 2,519 2,806 

FCF 37,822 203 1,060 1,638 1,778 1,724 1,961 

Dividend 42,903 194 1,017 1,652 1,823 1,915 2,258 

Best case               

EBITDA 99,087 2,046 3,503 4,083 4,349 4,588 5,036 

EBIT 59,590 482 1,796 2,333 2,549 2,720 3,098 

NOPAT 53,225 431 1,604 2,084 2,276 2,429 2,767 

FCF 36,782 3 916 1,549 1,703 1,634 1,930 

Dividend 41,849 7 843 1,518 1,703 1,804 2,231 

Worst case               

EBITDA 101,198 2,411 3,714 4,265 4,520 4,765 5,105 

EBIT 61,723 847 2,013 2,520 2,723 2,900 3,168 

NOPAT 55,130 756 1,798 2,251 2,433 2,591 2,830 

FCF 38,484 354 1,137 1,704 1,835 1,796 1,979 

Dividend 43,553 311 1,105 1,753 1,918 2,004 2,272 

No revenue               

EBITDA 100,000 2,262 3,607 4,159 4,423 4,665 5,062 

EBIT 60,508 698 1,902 2,411 2,625 2,799 3,124 

NOPAT 54,045 623 1,699 2,153 2,344 2,500 2,791 

FCF 37,504 203 1,029 1,611 1,759 1,704 1,947 

Dividend 42,572 194 976 1,615 1,797 1,892 2,244 

5000K               

EBITDA 99,714 2,238 3,611 4,162 4,417 4,657 5,046 

EBIT 60,231 674 1,908 2,415 2,618 2,791 3,109 

NOPAT 53,798 602 1,704 2,157 2,339 2,493 2,777 

FCF 37,248 182 1,037 1,614 1,753 1,697 1,933 

Dividend 42,311 164 986 1,619 1,788 1,883 2,230 

10000K               

EBITDA 99,072 2,214 3,586 4,136 4,388 4,627 5,014 

EBIT 59,588 650 1,883 2,388 2,590 2,761 3,077 

NOPAT 53,224 580 1,682 2,133 2,314 2,466 2,749 

FCF 36,675 160 1,015 1,591 1,728 1,671 1,904 

Dividend 41,719 134 955 1,587 1,754 1,852 2,202 

Source: Own creation 
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Appendix 80: Business Case: Cooperative impact 

Effect on cooperative members Tican DC Merger Scenario 

Book value of Equity 582 6,423 7,005 7,005 

Market value of Equity 606 21,380 23,267 227 

Number of cooperative members 277 8,278 8,555 8,555 

          

Book value of Equity per member 2.10 0.78 0.82 0.82 

Market value of Equity per member 2.19 2.58 2.72 0.03 

Present values/member Tican DC Base case Scenario  

EBITDA 11.12 11.38 11.73 11.70 

EBIT 7.14 6.93 7.12 7.09 

NOPAT 6.34 6.19 6.36 6.33 

FCFF 4.58 4.26 4.42 4.40 

Dividend 3.85 4.77 5.01 4.99 
Source: Own creation based on previous appendix present values per member 
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Appendix 81: DATA: Closing prices, peer group 

Firm 

Ter 

Beke Tyson 

Hk 

Scan Hormel Societe 

Ter 

Beke Tyson 

Hk 

Scan Hormel Societe 

Date Return: Adjusted Closing prices Return: Closing prices 

29-01-2010 1.6% 12.6% 14.4% 0.7% -6.0% 1.6% 12.6% 14.4% -6.0% -2.1% 

26-02-2010 -3.3% 23.3% 4.8% 6.2% -0.6% -3.3% 23.3% 4.8% -0.6% 11.2% 

31-03-2010 0.8% 12.4% 5.5% 2.2% -5.8% 0.8% 12.4% 5.5% -5.8% -1.2% 

30-04-2010 1.8% 2.3% -10.1% -3.0% 11.3% 1.8% 2.3% -10.1% 11.3% -8.6% 

31-05-2010 2.0% -10.3% -12.0% -2.4% -0.1% 2.0% -10.3% -12.0% -0.1% -1.8% 

30-06-2010 1.0% -6.8% -3.9% 1.7% 1.6% 1.0% -6.8% -3.9% 1.6% 3.6% 

30-07-2010 -0.4% 6.8% 8.5% 6.0% -6.8% -0.4% 6.8% 8.5% -6.8% -5.8% 

31-08-2010 3.6% -6.5% -4.4% 0.5% -12.9% 3.6% -6.5% -4.4% -12.9% 1.7% 

30-09-2010 6.4% -2.2% -0.3% 3.4% 9.6% 6.4% -2.2% -0.3% 9.6% -7.4% 

29-10-2010 -0.5% -2.9% -7.0% 3.0% -4.0% -0.5% -2.9% -7.0% -4.0% -1.2% 

30-11-2010 -1.1% 1.8% -1.5% 6.9% -1.3% -1.1% 1.8% -1.5% -1.3% -9.1% 

31-12-2010 -1.2% 8.8% 0.0% 4.4% 9.5% -1.2% 8.8% 0.0% 9.5% -2.4% 

31-01-2011 0.3% -4.5% 9.2% -3.6% 1.6% 0.3% -4.5% 9.2% 1.6% -3.2% 

28-02-2011 1.0% 13.3% -13.1% 10.9% 2.2% 1.0% 13.3% -13.1% 2.2% 2.0% 

31-03-2011 -1.2% 3.0% -2.4% 1.6% -5.0% -1.2% 3.0% -2.4% -5.0% -7.5% 

29-04-2011 0.2% 3.7% 1.7% 5.6% 0.6% 0.2% 3.7% 1.7% 0.6% -3.1% 

31-05-2011 0.0% -4.4% -15.4% -0.3% 3.5% 0.0% -4.4% -15.4% 3.5% -15.4% 

30-06-2011 -2.2% 2.1% -2.5% 1.6% 4.3% -2.2% 2.1% -2.5% 4.3% -7.2% 

29-07-2011 -4.6% -9.6% -7.4% -2.8% -1.3% -4.6% -9.6% -7.4% -1.3% -7.5% 

31-08-2011 -6.5% -0.5% -5.6% -4.7% -4.8% -6.5% -0.5% -5.6% -4.8% -5.1% 

30-09-2011 -8.1% -0.6% -4.9% -2.1% -9.5% -8.1% -0.6% -4.9% -9.5% 18.9% 

31-10-2011 9.1% 11.2% 25.5% 9.1% 9.7% 9.1% 11.2% 25.5% 9.7% 8.0% 

30-11-2011 -8.5% 4.4% 1.7% 2.2% 6.0% -8.5% 4.4% 1.7% 6.0% -13.4% 

30-12-2011 6.2% 2.5% -4.4% -2.7% 0.6% 6.2% 2.5% -4.4% 0.6% 10.9% 

31-01-2012 -2.7% -9.7% 10.5% -1.7% 3.1% -2.7% -9.7% 10.5% 3.1% -8.0% 

29-02-2012 2.8% 1.4% -6.6% -1.1% 2.5% 2.8% 1.4% -6.6% 2.5% -6.1% 

30-03-2012 3.9% 1.3% -8.2% 3.7% -0.1% 3.9% 1.3% -8.2% -0.1% 5.8% 

30-04-2012 -1.8% -4.7% -18.0% -1.6% 1.5% -1.8% -4.7% -18.0% 1.5% -17.1% 

31-05-2012 -2.3% 6.1% -20.1% 2.9% -1.2% -2.3% 6.1% -20.1% -1.2% 1.0% 

29-06-2012 -3.5% -2.8% 8.3% 1.7% -0.8% -3.5% -2.8% 8.3% -0.8% -1.0% 

31-07-2012 1.6% -20.3% -7.4% -8.3% 1.7% 1.6% -20.3% -7.4% 1.7% 4.8% 

31-08-2012 -2.6% 4.3% -7.4% 2.9% -1.8% -2.6% 4.3% -7.4% -1.8% -0.8% 

28-09-2012 0.2% 2.3% 10.5% 1.8% -5.3% 0.2% 2.3% 10.5% -5.3% -0.2% 

31-10-2012 -1.3% 4.9% -6.1% 1.0% -3.7% -1.3% 4.9% -6.1% -3.7% 20.2% 

30-11-2012 -2.0% 14.0% 9.2% 5.0% -0.1% -2.0% 14.0% 9.2% -0.1% 0.3% 

31-12-2012 2.1% 1.2% -1.4% 0.6% 7.9% 2.1% 1.2% -1.4% 7.9% 17.4% 

31-01-2013 3.6% 14.0% 14.3% 10.9% 19.5% 3.6% 14.0% 14.3% 19.5% -6.8% 

28-02-2013 1.6% 2.5% -7.0% 8.1% -2.1% 1.6% 2.5% -7.0% -2.1% -2.9% 

28-03-2013 0.6% 9.5% -2.6% 10.5% -1.0% 0.6% 9.5% -2.6% -1.0% -2.3% 
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30-04-2013 -3.5% -0.8% -2.4% -0.1% -0.5% -3.5% -0.8% -2.4% -0.5% -3.4% 

31-05-2013 10.2% 1.5% 6.8% -3.5% 3.7% 10.2% 1.5% 6.8% 3.7% -0.8% 

28-06-2013 -3.7% 2.7% -11.2% -3.1% -0.3% -3.7% 2.7% -11.2% -0.3% 10.0% 

31-07-2013 1.0% 7.6% 5.5% 9.8% 21.1% 1.0% 7.6% 5.5% 21.1% 11.8% 

30-08-2013 1.0% 4.8% 2.5% -2.2% -1.0% 1.0% 4.8% 2.5% -1.0% 2.3% 

30-09-2013 5.2% -2.3% -9.0% 1.7% 2.1% 5.2% -2.3% -9.0% 2.1% 4.0% 

31-10-2013 1.8% -2.2% -1.5% 3.2% -0.8% 1.8% -2.2% -1.5% -0.8% -2.8% 

29-11-2013 0.5% 14.5% 3.6% 3.6% 0.0% 0.5% 14.5% 3.6% 0.0% -2.4% 

31-12-2013 0.2% 5.6% 7.7% 0.3% -5.8% 0.2% 5.6% 7.7% -5.8% 1.3% 

31-01-2014 -1.2% 11.8% -1.3% 0.6% 5.1% -1.2% 11.8% -1.3% 5.1% 13.0% 

28-02-2014 4.4% 5.5% 8.1% 4.4% 1.4% 4.4% 5.5% 8.1% 1.4% -7.1% 

31-03-2014 -1.6% 11.6% 8.2% 3.8% 11.4% -1.6% 11.6% 8.2% 11.4% -13.4% 

30-04-2014 1.1% -4.6% -12.0% -3.2% 0.3% 1.1% -4.6% -12.0% 0.3% 0.4% 

30-05-2014 0.5% 1.2% 1.6% 3.2% -0.2% 0.5% 1.2% 1.6% -0.2% -1.1% 

30-06-2014 -1.2% -11.6% 2.1% 0.3% 16.8% -1.2% -11.6% 2.1% 16.8% 2.4% 

31-07-2014 -0.5% -0.9% -5.1% -8.3% -12.6% -0.5% -0.9% -5.1% -12.6% -1.2% 

29-08-2014 0.5% 2.3% -5.3% 12.0% -5.6% 0.5% 2.3% -5.3% -5.6% -2.8% 

30-09-2014 4.1% 3.4% -5.3% 1.4% -0.2% 4.1% 3.4% -5.3% -0.2% 1.3% 

31-10-2014 -1.5% 2.5% 0.6% 4.9% 1.5% -1.5% 2.5% 0.6% 1.5% 4.0% 

28-11-2014 3.1% 4.9% 5.6% -1.5% 4.3% 3.1% 4.9% 5.6% 4.3% -9.6% 

31-12-2014 3.0% -5.3% -8.7% -1.8% -0.5% 3.0% -5.3% -8.7% -0.5% -5.0% 

Source: (Bloomberg Terminal, 2016) 

Appendix 82: DATA: Closing prices, Index 

Date OMXC20 SP500 MSCI W MSCI E MSCI W CS Consumer staples 

29-01-2010 5.4% -3.7% -4.2% -2.9% -1.6% -6.6% 

26-02-2010 0.0% 2.9% 1.2% -0.4% 1.6% 3.0% 

31-03-2010 8.0% 5.9% 5.9% 7.1% 3.4% -0.2% 

30-04-2010 7.4% 1.5% -0.2% -1.4% -1.9% -9.0% 

31-05-2010 -5.5% -8.2% -9.9% -5.7% -6.7% -6.5% 

30-06-2010 1.1% -5.4% -3.6% -0.8% -0.4% -4.7% 

30-07-2010 4.5% 6.9% 8.0% 4.9% 5.7% 12.8% 

31-08-2010 -3.5% -4.7% -3.9% -1.5% -1.0% 10.5% 

30-09-2010 5.2% 8.8% 9.1% 3.2% 6.7% 3.8% 

29-10-2010 1.7% 3.7% 3.6% 2.4% 2.5% 5.9% 

30-11-2010 0.1% -0.2% -2.3% -1.6% -2.9% 0.0% 

31-12-2010 7.7% 6.5% 7.2% 5.1% 4.9% -5.9% 

31-01-2011 1.0% 2.3% 2.2% 1.6% -2.0% -3.6% 

28-02-2011 2.5% 3.2% 3.3% 2.3% 2.6% 7.5% 

31-03-2011 -1.4% -0.1% -1.2% -3.7% 0.3% -3.2% 

29-04-2011 -0.9% 2.8% 4.0% 2.8% 6.2% -1.8% 

31-05-2011 -1.4% -1.4% -2.4% -1.1% 1.7% -3.9% 

30-06-2011 -5.5% -1.8% -1.7% -2.9% -2.5% 4.0% 
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29-07-2011 -2.4% -2.1% -1.9% -2.6% -0.4% 3.0% 

31-08-2011 -14.5% -5.7% -7.3% -10.4% -1.8% -2.0% 

30-09-2011 -2.5% -7.2% -8.8% -4.6% -4.9% -10.7% 

31-10-2011 3.5% 10.8% 10.3% 7.8% 5.5% 4.2% 

30-11-2011 6.2% -0.5% -2.7% -1.4% 0.3% -3.3% 

30-12-2011 1.2% 0.9% -0.2% 2.0% 1.5% -10.3% 

31-01-2012 4.8% 4.4% 4.9% 3.7% -1.1% -0.3% 

29-02-2012 11.1% 4.1% 4.7% 3.8% 4.4% 10.8% 

30-03-2012 -2.0% 3.1% 1.0% -0.4% 2.6% -4.4% 

30-04-2012 3.2% -0.7% -1.4% -2.3% 0.0% 6.4% 

31-05-2012 -5.8% -6.3% -9.0% -6.9% -4.5% 0.5% 

29-06-2012 3.2% 4.0% 4.9% 4.9% 4.4% -5.4% 

31-07-2012 8.5% 1.3% 1.2% 4.1% 3.0% -4.7% 

31-08-2012 1.2% 2.0% 2.3% 1.7% 0.6% -5.7% 

28-09-2012 0.6% 2.4% 2.5% 0.7% 0.9% 5.8% 

31-10-2012 -1.6% -2.0% -0.8% 0.6% -0.8% -0.8% 

30-11-2012 1.2% 0.3% 1.1% 2.0% 2.4% -10.5% 

31-12-2012 1.1% 0.7% 1.7% 1.3% -1.4% 10.6% 

31-01-2013 8.0% 5.0% 5.0% 2.7% 5.4% 0.1% 

28-02-2013 2.0% 1.1% 0.0% 0.7% 2.2% 1.0% 

28-03-2013 -2.2% 3.6% 2.1% 1.3% 4.0% -3.5% 

30-04-2013 0.9% 1.8% 2.9% 0.9% 2.7% -0.2% 

31-05-2013 -0.7% 2.1% -0.3% 1.3% -3.4% 5.8% 

28-06-2013 -4.4% -1.5% -2.6% -5.3% -1.8% -10.3% 

31-07-2013 6.8% 4.9% 5.2% 5.0% 3.9% 2.9% 

30-08-2013 0.9% -3.1% -2.3% -0.8% -3.8% 5.7% 

30-09-2013 2.6% 3.0% 4.8% 4.3% 3.0% 10.8% 

31-10-2013 2.2% 4.5% 3.8% 3.8% 4.5% -5.1% 

29-11-2013 4.0% 2.8% 1.6% 0.8% 0.4% 3.4% 

31-12-2013 2.3% 2.4% 2.0% 0.9% 0.6% -3.5% 

31-01-2014 5.1% -3.6% -3.8% -1.8% -5.5% -2.0% 

28-02-2014 11.2% 4.3% 4.8% 4.6% 4.8% -1.6% 

31-03-2014 -2.4% 0.7% -0.1% -1.1% 0.9% -3.4% 

30-04-2014 0.2% 0.6% 0.8% 1.4% 2.7% -0.2% 

30-05-2014 2.4% 2.1% 1.6% 1.8% 1.8% -0.6% 

30-06-2014 2.8% 1.9% 1.6% -0.6% -0.1% 1.4% 

31-07-2014 -0.5% -1.5% -1.7% -1.6% -3.3% 5.4% 

29-08-2014 0.0% 3.8% 2.0% 1.7% 2.6% 0.8% 

30-09-2014 3.5% -1.6% -2.9% 0.3% -2.1% 4.2% 

31-10-2014 -1.1% 2.3% 0.6% -1.9% 1.7% -0.1% 

28-11-2014 0.8% 2.5% 1.8% 3.0% 4.1% 2.9% 

31-12-2014 -2.1% -0.4% -1.7% -1.5% -2.3% 5.9% 

Source: (Bloomberg Terminal, 2016) 



 

Appendix Page 89 of 90 

 

Appendix 83: Regressions: Closing price returns on indecies 
 

Source: Own creation based on (Bloomberg Terminal, 2016) 

  

Closing price

Index Beta Pvalue Rsquared Beta Pvalue Rsquared Beta Pvalue Rsquared Beta Pvalue Rsquared

KFX Index 0.67 0.01 0.12 0.19 0.16 0.03 0.23 0.02 0.09 0.55 0.00 0.14

SPX Index 1.10 0.00 0.23 0.56 0.00 0.22 0.36 0.00 0.15 0.64 0.00 0.14

MXWO Index 1.02 0.00 0.24 0.46 0.00 0.18 0.31 0.00 0.14 0.55 0.01 0.12

MXEU Index 1.19 0.00 0.22 0.47 0.00 0.13 0.49 0.00 0.22 0.52 0.04 0.07

MXWO0CS Index 0.83 0.02 0.09 0.72 0.00 0.26 0.29 0.05 0.07 0.53 0.05 0.07

Avg. significant 0.96 0.55 0.34 0.56

HK Scan Hormel Ter Beke Societe Average

Market cap. 1,314.1m 81,444.9m 818.3m 7,243.1m

Net debt 2,205.4m 4,731.9m 486.6m 3,006.0m

Effective tax rate 15.6% 33.6% 30.7% 30.8%

Unlevered beta 0.40            0.53        0.24         0.43         0.40         

Adjusted (Bloomberg) 0.60            0.69        0.49         0.62         0.60         

Relevered beta DC 1.738         1.995     1.428      1.806      1.742      

Relevered beta Tican 1.039         1.193     0.854      1.080      1.041      

HK Scan Hormel Ter Beke Societe
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Appendix 84: Regressions: Adjusted closing price returns on indecies 
 

 
Source: (Bloomberg Terminal, 2016) 

Adjusted for total risk, not just market risk

Index Beta Beta unleveredAdjusted Rsquared Beta Beta unleveredAdjusted Rsquared Beta Beta unleveredAdjusted Rsquared Beta Beta unleveredAdjusted Rsquared

KFX Index 0.67 0.28 0.81 0.12 0.19 0.18 0.98 0.03 0.23 0.17 0.56 0.09 0.55 0.43 1.15 0.14

SPX Index 1.10 0.46 0.95 0.23 0.56 0.54 1.14 0.22 0.36 0.26 0.66 0.15 0.64 0.50 1.35 0.14

MXWO Index 1.02 0.42 0.86 0.24 0.46 0.44 1.03 0.18 0.31 0.22 0.60 0.14 0.55 0.42 1.22 0.12

MXEU Index 1.19 0.49 1.05 0.22 0.47 0.46 1.27 0.13 0.49 0.34 0.73 0.22 0.52 0.40 1.50 0.07

MXWO0CS Index 0.83 0.34 1.12 0.09 0.72 0.69 1.36 0.26 0.29 0.20 0.78 0.07 0.53 0.41 1.61 0.07

Avg. significant 0.96 0.96 0.55 1.16 0.34 0.67 0.56 1.37

HK Scan Avg 0.962 Hormel Avg 0.552 Ter Beke Avg 0.336 Societe Avg 0.558 Average

Market cap. 1,314.1m R^2 0.181 81,444.9m R^2 0.197 818.3m R^2 0.133 7,243.1m R^2 0.106

Net debt 2,205.4m Avg. Adj 2.261 4,731.9m Avg. Adj 1.242 486.6m Avg. Adj 0.921 3,006.0m Avg. Adj 1.710

Effective tax rate 15.6% Avg. UL 0.936 33.6% Avg. UL 1.196 30.7% Avg. UL 0.652 30.8% Avg. UL 1.329

Unlevered beta 0.957     1.157     0.666     1.368     1.037     

Adjusted (Bloomberg) 0.971     1.104     0.777     1.246     1.025     

Relevered beta DC 2.778     3.357     1.932     3.971     3.01

Relevered beta DC 

bloomberg 2.819     3.205     2.255     3.615     2.97

Relevered beta Tican 1.661     2.007     1.155     2.374     1.799     

Relevered beta Tican, 

bloomberg smoothed 1.686     1.916     1.348     2.161     1.778     

Ter Beke SocieteHK Scan Hormel
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