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INDUSTRY OVERVIEW
 Sustained growth in disposable incomes has propelled discretionary spending and provided solid growth fundamentals for the Personal Care
Products & Services Industry. The Global Cosmetics market alone was valued at over $523 billion in 2017 and is forecasted to increase at an
annualized rate of 7.15% through 2023, according to CB Insights.1 Low barriers of entry have resulted in a fragmented market with new
entrants increasing at a rate of 4.9% in the five years leading up to 2019, according to IBISWorld.2 Through Q1, larger players have targeted
emerging niche brands marketed to specific demographics in order to align with shifting consumer preferences and expand market share in
the face of globalization.
 The health of the mergers and acquisitions market extends internationally, highlighted by CG Partners Ltd.’s January acquisition of Slovenian
cosmetic products manufacturer MGC Derma d.o.o. for an enterprise value of $11.5 million. International deal activity and strong retail sales
growth over the past year is reflected in domestic and global 2018 EBITDA multiples of 9.8x and 10.0x respectively.

KEY TRENDS & DRIVERS

TRANSACTION VOLUME

Number of Transactions

 US and Canada deal activity remains robust with 43 deals
announced or closed through year-to-date 2019, compared to 40
deals during the same period in 2018. Strategic buyers have
continued to demonstrate a focus on the industry making up
60% of all transactions year-to-date 2019.
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 Contract Manufacturing – Strong growth among private label
products has presented a unique opportunity for US contract
manufacturers (CM) in the Personal Care space. With ecommerce comprising an increasing percentage of retail sales,
there is a need for value-added partners who bring innovation,
lean manufacturing, and sustainability capabilities. As evidenced
in Fareva’s 2018 acquisition of Avon’s last remaining US
manufacturing facility, CMs have been a critical piece enabling
beauty and personal care brands to scale faster and
more efficiently.

CAPSTONE HEADWATERS TRANSACTIONS

SELECT TRANSACTIONS
 The Proctor & Gamble Company Acquires This Is L. Inc.
(February 2019, ~$100 Million) – Proctor & Gamble (NYSE:PG)
has acquired leading feminine care brand This Is L. at an
enterprise value of $100 million. This Is L. provides personal care
products made with organic cotton and is sold in retail stores
across the US, such as Target and CVS. The deal comes on the
heels of P&G’s active Q1 during which the consumer products
conglomerate acquired three Personal Care Products companies.
The acquisition allows P&G to leverage This Is L.’s product
expertise to enhance its Always and Tampax portfolio and place
additional focus on natural products.
 CBD Life Sciences Inc. Acquires LBC Bioscience Inc. (January
2019, Undisclosed) - CBD Life Sciences (OTCPK:CBDL) has
acquired organic cannabidiol supplements and wellness products
developer LBC Bioscience for an undisclosed amount. Founded
in 2015, LBC provides massage oils and sleeping aids, and is
developing an anti-aging skin product line. The transaction is
indicative of the growing presence of CBD in consumer products,
a market that is estimated to reach $22 billion by 2022, according
to the Brightfield Group.4
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 Private Label Products – Private label products have seen
significant growth and have outpaced sales of branded products
by three times. Additionally, private label products are expected
to capture 25% of retail sales over the next decade, according to
CB Insights. The transition towards private labels is driven by
both the consumer and retailer. Among Millennials, 83% view
private label products as equivalent to national brands and 75%
attest private labels are a better value, according to IRI.3
Retailers benefit from increased production power and low
marketing costs, along with 25-30% higher margins. With
consumers and retailers both valuing private labels, players such
as Walmart and Target have established their own beauty lines.
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Disclosure: This report is a periodic compilation of certain economic and corporate information, as well as completed and announced merger and acquisition
activity. Information contained in this report should not be construed as a recommendation to sell or buy any security. Any reference to or omission of any
reference to any company in this report should not be construed as a recommendation to buy, sell or take any other action with respect to any security of any
such company. We are not soliciting any action with respect to any security or company based on this report. The report is published solely for the general
information of clients and friends of Capstone Headwaters. It does not take into account the particular investment objectives, financial situation or needs of
individual recipients. Certain transactions, including those involving early-stage companies, give rise to substantial risk and are not suitable for all investors. This
report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such.
Prediction of future events is inherently subject to both known and unknown risks and other factors that may cause actual results to vary materially. We are under
no obligation to update the information contained in this report. Opinions expressed are our present opinions only and are subject to change without notice.
Additional information is available upon request. The companies mentioned in this report may be clients of Capstone Headwaters. The decisions to include any
company in this report is unrelated in all respects to any service that Capstone Headwaters may provide to such company. This report may not be copied or
reproduced in any form, or redistributed without the prior written consent of Capstone Headwaters. The information contained herein should not be construed as
legal advice.
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