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Far away from the bustle of the bars and what the 
professionals call the ‘on-trade’, and many miles 
from the store shelves of your local supermarket, 

there is another marketplace for spirits, one that trades 
mainly in the well-appointed boardrooms and law offices 
of London, Paris, Louisville, Chicago and New York. This 
is where companies and brands trade for sometimes 
stratospheric multiples of their earnings (if they have any), 
a reflection of the hotness of the category and the brand.

The key players in this marketplace are the directors 
and VPs in charge of strategy or business development at 
the major drinks groups, and often the finance directors 
and CEOs as well. The ‘auctioneers’ include a variety of 
investment banks, some of which have specialised teams, 
including — full disclosure — my own at Alantra, as well 
as Rabobank and Centerview Partners, among others.

These have been active years in the spirits marketplace, 
with an average of 20 brands changing hands every 
year for the past five years. This year has already seen 11 
transactions, including two highly reported transactions 
in gin, with Pernod Ricard buying Malfy gin and Brown-
Forman adding Fords gin to its portfolio.

Why do buyers buy? Why do sellers sell?
All the major spirits groups harp on about innovation. 
Innovation brings growth and the larger spirits groups are 
always looking for growth. And most of those same groups, 
when they are being honest, complain about their inability 
to develop new innovative brands in-house. That makes 
them buyers. It seems that the very success they have in 
managing multimillion-case brands makes it hard for them 
to innovate new ones. It takes a different kind of mindset, 
and often the passion of an entrepreneurial founder, to 
develop and nurture a new brand in the early stages. Every 
successful entrepreneur has stories about walking into bars 
and stores with just a sample bottle, or sometimes just a 
label and an idea, and talking about their brand. Most of 
the time, that is how they make their first sales. That is a 
long way from the business of overseeing multinational 
ad campaigns and coordinating sales rollouts for Jack 
Daniel’s or Bombay Sapphire across Asia-Pacific.

Then there comes a time when the young brand 
reaches what you might call adolescence and runs into 
a glass ceiling in distribution. This is particularly true 
in the US, where the consolidation of the second tier of 
the three-tier system is steadily becoming an oligarchy 
with Southern Glazer’s Wine & Spirits and RNDC leading 
the pack. As the distributors become larger, they too 
have difficulty promoting smaller brands, and the 
brand owner finds himself having to make significant 
investment in his own sales force if he wants to get 

anywhere. Often, it is at this point that the owner of a 
fast-growing brand becomes a seller.

There is no doubt that larger drinks groups have 
more clout with the distributors — many have their own 
distribution arms outside the US, and all have powerful 
sales forces in the major markets. And certainly, new and 
innovative brands often show astounding growth. There 
is no hard and fast rule about when a seller should sell, 
or when a buyer becomes interested in buying. For many, 
the 50,000-case threshold is a significant one; for others 
it is reaching sales of 10m dollars, euros or pounds. In 
fact, the current trend is for the majors to get interested 
in brands at an even earlier stage, as Pernod Ricard did 
with the Rabbit Hole and Smooth Ambler whiskies when 
both were under 20,000 cases.

Every good rule has some noteworthy exceptions. 
Large spirits groups do from time to time create very 
successful innovations of their own, such as William 
Grant’s extraordinary homerun with Hendrick’s gin, 
invented in-house by Lesley Gracie, and Sazerac’s 
spectacular makeover of Fireball which made it the 
best-selling liqueur in the US. On the other side of the 
fence, at least two brands successfully weathered their 
startup and adolescent phases, remained independent 
and became industry powerhouses in their own right 
— Patrón tequila and Tito’s vodka. While Patrón has 
now entered the Bacardi family (after a courtship that 
lasted years), Tito’s remains proudly independent and 
continues to inspire the industry’s entrepreneurs. 

What’s it worth?
It is nearly impossible to predict which buyers will see 
value in a certain company and how much value they 
will see. Still, there are certain factors that regularly 
come into play when buyers and sellers make their price. 
Some factors are external and have more to do with the 
segment; others are intrinsic to the brand.

At any given time in the spirits industry there are 
segments that are hot and segments that are not. (And 
often the segments that are ‘not’ will become ‘hot’ in a 
few years’ time, but that is another story.) Now, gin is 
hot. American whiskey is hot. Very hot. Fifteen, 20 years 
ago, when LVMH bought Belvedere (2002) and Bacardi 
grabbed Grey Goose (2004), premium vodka was hot. 
Pernod Ricard and Diageo jumped in four years later, 
paying billions for Absolut and Ketel One respectively. 
In segments that are hot, like gin, at the moment, there 
tend to be transactions and those transactions set 
certain expectations for valuing companies or brands.

In addition to what is ‘hot’, the spirits industry is always 
watching for what will be ‘the next big thing’. At one time 

The steady flow of acquisitions in the 
spirits industry is not likely to abate soon 

Ashley Rountree



OCTOBER 2019     global drinks intel. 11

UP FRONT/FINANCE REVIEW

cachaça was going to be the next big thing, or was it 
pisco? Some people think that sherry might be it now. Or 
rum. Whatever the case, valuations in a segment can be 
affected by the ‘buzz’ surrounding it, independent of actual 
transactions or indeed actual sales of product on the shelf.

When it comes to the intrinsic factors, traditional 
companies tend, across all industries, to be valued 
on a multiple of their Earnings Before Interest Taxes 
Depreciation and Amortisation (EBITDA). For early stage 
spirits companies, like early stage tech companies, this 
valuation metric just doesn’t work. Mostly because many 
companies are not yet profitable at this point and therefore 
have no EBITDA. In fact, I would argue that they shouldn’t 
be profitable. They are in the high-growth early stages 
where they need to be reinvesting every available pound 
or dollar on marketing and promotional spending to 
boost the brand. Another common industry metric is 
Contribution After Advertising and Promotion (CAAP, 
sometimes called CAMP, for marketing and promotion). 
CAAP would be a very good measure for a mature brand 
that has reached its cruising altitude. However, it is not the 
right measure for a brand that is still investing massively 
per case on promotion. Think of it like a rocket launch: 
if the astronauts throttled back when they reached the 
second stage, they would never make it into space.

So, the best measure of value in an early stage brand 
is its sales revenue. After all, that is a measure of how 
successful the company has been in getting bottles on 
the shelf and getting customers to buy them. And what 
multiple should we apply to the sales? That depends 

largely on how fast sales are growing (see chart above).
Our research shows a close correlation between a 

brand’s growth in the year preceding the sale and the 
multiple the buyer applies to the sales revenue in pricing 
the transaction. However, not all growth is valued 
equally. Knowledgeable people in the industry will not be 
impressed with brands that sell a few cases here and a 
few cases there – the idea is anyone can send a pallet-
load or two to Australia, but it does not demonstrate 
the sticking power of the brand. ‘Good growth’ is when 
you see pull through in selected outlets. Some acquirers 
apply the notion of ‘velocity’ which in summary means it 
is better to sell more cases through fewer outlets. Size is 
also a factor: V&S Group and Beam might not show great 
growth, but when they were acquired, they were among 
the last of the sizeable targets available.

The steady flow of acquisitions in the spirits industry 
is not likely to abate soon. Consumers are more than 
ever open to new drinking experiences and occasions. 
Entrepreneurs, some with industry backgrounds, many 
from the unlikely realms of finance and investment 
banking, are often best placed to pick up on nascent 
trends and create new brands to serve them. Likewise, 
maintaining the explosive growth of the early years, with 
ever-rising distribution costs, becomes a challenge for 
even the strongest brands.
● Ashley Rountree is managing partner and heads
the beverage sector for investment banking and asset
management firm Alantra. He has 30 years of M&A experience
and was lead advisor on the Bulldog gin sale to Campari.

Spirits Valuation Ranges 
Growth and size are key drivers to spirits valuation
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