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Acquiring an Iconic Brand with Leading Positions in the 
High Growth, High Margin Baby Food Category
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Disclaimer

This presentation contains forward looking 
statements which reflect Management’s current 
views and estimates. The forward looking 
statements involve certain risks and uncertainties 
that could cause actual results to differ materially 
from those contained in the forward looking 
statements. Potential risks and uncertainties include 
such factors as general economic conditions, 
foreign exchange fluctuations, competitive product 
and pricing pressures and regulatory developments.
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Financial Highlights

Acquisition of Gerber for $5.5bn

2.8x 2007E Sales of $1.95bn(1); 15.7x 2007E EBITDA of $350m 

18% EBITDA Margin(1)

Cost synergies of $95m in 2011 (5% of 2007E sales)

Underlying EPS neutral in first full year; EPS accretive in 
second full year

Expected closing in H2 2007

(1) Net Sales as per Nestlé accounting standards.
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Strategic Highlights

Global, growing brands with iconic status

7% organic growth with opportunities for higher growth 

Global leadership in Meals & Drinks

#1 position in Baby Food in the U.S. with 82% market share

100% awareness, 97% purchase level 

Creates a focused nutrition organisation with dedicated sales force

Leading positions outside the U.S. 

Mexico, Central America and Poland

Strong skills and capabilities

Pioneered the development of nutritional snacks for toddlers

Successfully converted to aseptic technology 

Product and service model including care and insurance

Critical mass with retailers in baby aisle 
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Framework for a Value Creating Acquisition

1. Build on a strong Nestlé Nutrition business 

2. Good strategic fit with Nestlé Nutrition 

3. Leadership in key markets and categories 

4. Competencies that reinforce existing capabilities

Shareholder Value Creation
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Framework for a Value Creating Acquisition

1. Build on a strong Nestlé Nutrition business 

2. Good strategic fit with Nestlé Nutrition 
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Global Leadership in Nutrition
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A Strong Global Nutrition Business

1. Global leadership with a broad geographic reach and presence in all 
key nutrition categories 

2. Stand-alone organisation with critical mass

Leading global R&D network to drive pipeline 

Focused business yet benefiting from Nestlé Group scale   

Track record of delivering meaningful, claim-based innovation 

Strong partnership with the medical and scientific community 

3. On track to deliver longer term objective of 10% organic growth 
and 20% EBIT margin
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Framework for a Value Creating Acquisition

1. Build on a strong Nestlé Nutrition business

2.    Good strategic fit with Nestlé Nutrition 

3. Leadership in key markets and categories 

4. Competencies that reinforce existing capabilities

Shareholder Value Creation
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Gerber – Extends Global Leadership
in Infant Nutrition 
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Extends global leadership in infant nutrition

Materially strengthens position in the U.S., the world’s largest market 

Infant Nutrition

#1 Globally

Infant Formula

#1 Globally

Cereals

#1 Globally +

Gerber

Baby Food

Meals & Drinks

From #3 in Meals 
& Drinks to
#1 Globally

From #2 in Baby Food to #1 Globally
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#2 globally

Sales $1.0bn 

Significant U.S. 
presence

Strategic Transformation of Nestlé Nutrition

Nestlé Nutrition

Infant Formula Baby Food

Infant Nutrition

HealthCare
Nutrition

Performance
Nutrition

Weight
Management

#1 globally 

Sales $2.1bn

#2 globally(1)

Sales $1.6bn 
No U.S. 
presence in 
Baby Food

Gerber 

#1 in U.S.
#1 in Meals & 
Drinks 
Sales $1.9bn 

Novartis Medical 
Nutrition

#4 globally 

Sales $0.4bn

#1 in North 
America 
(energy bars)

Sales $0.3bn 

#1 in 
personalised 
center-based 
weight 
management in 
North America

Sales $0.4bn

#1 globally #2 globally

#1 globally in Infant Nutrition
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(1) Cereals and Meals & Drinks. 



Vevey, April 12th, 2007 11

$0.8
$1.9

$1.0

$0.4

$8.5

$4.4

Nestlé
Nutrition 2005

Nestlé Nutrition Post-
Acquisition

(Full Year Run Rate)

Sales  
Growth 

(Cumulative)

The Transformation of Nestlé Nutrition

Sales
($ in billions, Approximates)

Medical 
Nutrition

CHF10bn

Nestlé Nutrition 2x larger than next competitor 
Increased presence in the largest nutrition market 

U.S. represents 37% of 2007 pro-forma sales vs. 16% in 2005 
Unrivalled scale in R&D to invest in ground-breaking innovation
Exploit Nestlé’s unique global reach to rapidly deliver innovation to key markets 

10% growth
20% margin

Long Term
Objective: 

Nestlé Nutrition in 2007:

C
O

M
P

E
TE

N
C

IE
S

LE
A

D
E

R
S

H
IP

 IN
 K

E
Y 

M
A

R
K

E
TS

S
TR

A
TE

G
IC

 F
IT

S
TR

O
N

G
 N

E
S

TL
É

N
U

TR
IT

IO
N

 B
U

S
IN

E
S

S

(1) Nestlé Nutrition and Jenny Craig only.

(1)
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Framework for a Value Creating Acquisition

1. Build on a strong Nestlé Nutrition business 

2. Good strategic fit with Nestlé Nutrition 

3.    Leadership in key markets and categories 

4.    Competencies that reinforce existing capabilities

Shareholder Value Creation
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Gerber Provides Leadership in the U.S. and 
Key Markets 

Among most trusted brands in the U.S.
100% brand awareness 
97% purchase level 

Global leader in Baby Food
Market share of 82% in the U.S. in 
2006 
Leading positions in Mexico, Central 
America and Poland 

#1 provider of juvenile life insurance in 
the U.S.

Leverages the trust and well-being 
reputation of the Gerber brand
2.8 million policyholders
22% of total sales 

Gerber - Organic Sales Growth

$1,835

$1,732

$1,591

2004 2005 2006

CAGR:  7%

($ in millions)
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Thin puree Thicker puree Thick mash
Thick mash with lumps
Small meltable
Meltable / gumable
Soft cubes

Soft bitable
Soft chewable
Meltable / chewable
Thick spoonable

Spearable
Thin spoonable
Hard chewable

1st Foods 2nd Foods 3rd Foods
Finger Foods Toddler Foods Toddler Foods

Supported Sitter Independent Sitter Crawler Beginning Walker Independent Toddler

Gerber’s Portfolio of Leading Baby Food 
Products

Textures

Baby 
Care

Products

Baby 
Food

Products
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http://images.google.co.uk/imgres?imgurl=http://www.prostudiousa.com/Babyposer%2520folder/Foam-Baby-Poser.jpg&imgrefurl=http://www.prostudiousa.com/child.htm&h=285&w=288&sz=6&hl=en&start=62&tbnid=E476VescZudnIM:&tbnh=114&tbnw=115&prev=/images%3Fq%3Dbaby%2Bsitting%26start%3D54%26ndsp%3D18%26svnum%3D10%26hl%3Den%26sa%3DN
http://images.google.co.uk/imgres?imgurl=http://www.naar.org/news/images/baby-crawling.gif&imgrefurl=http://www.naar.org/news/render_pr.asp%3FintNewsItemID%3D285&h=289&w=200&sz=27&hl=en&start=9&tbnid=_hj50p8ao9U4BM:&tbnh=115&tbnw=80&prev=/images%3Fq%3Dbaby%2Bcrawling%26svnum%3D10%26hl%3Den
http://images.google.co.uk/imgres?imgurl=http://d9284.u24.jswebconsole.co.uk/images/baby-walking.jpg&imgrefurl=http://www.leatherbabyshoes.co.uk/&h=268&w=183&sz=13&hl=en&start=14&tbnid=bYcRoIdiu2lDLM:&tbnh=113&tbnw=77&prev=/images%3Fq%3Dbaby%2Bwalking%26svnum%3D10%26hl%3Den
http://images.google.co.uk/imgres?imgurl=http://www.gerbercanada.com/en/phases/images/ph6-baby1.gif&imgrefurl=http://www.gerbercanada.com/en/phases/walk/index.jsp&h=209&w=129&sz=11&hl=en&start=31&tbnid=VsRlphmq9HfdvM:&tbnh=106&tbnw=65&prev=/images%3Fq%3Dbaby%2Bwalking%26start%3D18%26ndsp%3D18%26svnum%3D10%26hl%3Den%26sa%3DN
http://images.google.co.uk/imgres?imgurl=http://huggiesnz.co.nz/images/content/BeingAParent/BPH064.jpg&imgrefurl=http://huggiesnz.co.nz/BeingAParent/YourBabysSleep/SettlingYourBaby.asp&h=213&w=184&sz=9&hl=en&start=45&tbnid=BoSm62cu4QolSM:&tbnh=106&tbnw=92&prev=/images%3Fq%3Dbaby%2Bsitting%26start%3D36%26ndsp%3D18%26svnum%3D10%26hl%3Den%26sa%3DN
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Gerber Life –
The Leading Juvenile Life Insurer

Business Overview
Leading provider of juvenile life insurance 
in the U.S., and competing in a niche 
segment:

~70% share in direct-to-consumer 
juvenile life segment

Investment in financial well-being of 
children 

Product automatically transfers to the 
children at the age of 21 

Business deeply intertwined with Gerber 
brand 

Successfully expanded into complementary 
adult life insurance products 

2.8 million policyholders representing 
$31 billion in face coverage

Key Highlights
Strong balance sheet / financial rating 

“A” (Excellent) A.M. Best Rating

Established direct-to-consumer model 

Low cost business model

National distribution footprint 

New York State registration

Only 10% of all newborns are covered by 
individual life insurance

Leveraging the trust and well-being reputation of the Gerber brand.
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Framework for a Value Creating Acquisition

1. Build on a strong Nestlé Nutrition business 

2. Good strategic fit with Nestlé Nutrition 

3. Leadership in key markets and categories

4.    Competencies that reinforce existing capabilities

Shareholder Value Creation
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Outstanding Product Innovation and 
Development Capabilities 
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Consumer focus 

Sensory Center: evaluating mothers and babies’ needs (nutrition and taste) 

Partnering with customers

New Retail Innovation Center: demonstrate “aisle of the future” concept and 
Gerber’s category expertise

Product innovation / speed to market 

Robust product pipeline 

Recent renovation of product portfolio (aseptic filling) 

Launch of Graduates and Organic product lines 
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Building Trust With Mothers Through Multiple 
Communication Platforms

Parent Resource Center 
Provides assistance 24h a day, 365 days a year

Gerber.com
Provides in-depth feeding and care information

Anglo and Hispanic Advertising
Specific geographically targeted campaigns 

Direct Mail
Access to over 90% of new mothers
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Contact with every mother several times a year.
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A Commitment to Children’s Nutrition

Science
Developing the latest, 

cutting-edge science on 
infant and toddler feeding

Product Innovation
Using Research to develop

healthy foods that 
fit into the lifestyle 
of active parents

Education
Translating complex scientific

data into practical advice
parents can understand

Important consumer research has led to science based innovation and 
communication and the “Start Healthy, Stay Healthy” programme. C

O
M

P
E

TE
N

C
IE

S
LE

A
D

E
R

S
H

IP
 IN

 K
E

Y 
M

A
R

K
E

TS
S

TR
A

TE
G

IC
 F

IT
S

TR
O

N
G

 N
E

S
TL

É
N

U
TR

IT
IO

N
 B

U
S

IN
E

S
S

Consumer Research & 
Insight

FITS(1) Study Research

(1) Feeding of Infant and Toddler Study. 
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Framework for a Value Creating Acquisition

1. Build on a strong Nestlé Nutrition business 

2. Good strategic fit with Nestlé Nutrition 

3. Leadership in key markets and categories 

4. Competencies that reinforce existing capabilities

Shareholder Value Creation
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Selling & 
Distribution 

50%

General Overhead 
30%

Manufacturing 
20%

Identified cost synergies of:

$80m in 2010 

$95m in 2011 (5% of 2007 Gerber sales)

Costs to achieve synergies of $70m over 2 years 

Significant Cost Synergy Opportunity

Synergies Split
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Growth Opportunities – Increasing 
Penetration of Baby Food Products

Leveraging Nestlé’s science and nutrition focus to drive category growth.

#1 in Baby Food in the U.S.  

But with prepared baby food 
representing only a 8% share of 
stomach in the U.S.

Room for further innovation to drive 
category growth

Introduction of science-based, proven 
nutrition concepts, e.g. use of active 
ingredients

Expand age of consumption; Grow 
toddler category 

Tackle obesity amongst babies and 
toddlers 

Gerber moves to the core of a global 
nutrition player

Potential 
for 

Growth

Baby Food Consumption (per Birth)

12

42

63

116

131

158
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France Spain Poland U.S. MexicoGermany
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$172

$253

2004 2006

Source: Company Information.

CAGR:  21%

Growth Opportunities – Pioneering Nutrition 
Snacking for Toddlers

Launched in 1990, now a c.$250m brand

Clear U.S. leader with 91% share in 2006

Keeps consumers longer with Gerber Nutrition 
products

Emerging category with significant further growth

Graduates - Organic Growth
($ in millions)

Lil’Entrées Fruit Splashers

Lil’Entrées Crackers

Mini Fruits and 
VeggiesCookies

Leader in a fast growing category.
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Conclusion
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13.9x
17.2x 15.7x

Large
Food

Nutrition
/ Health

Maple

2.5x

3.3x
2.8x

Large
Food

Nutrition
/ Health

Maple

Acquisition of Gerber for $5.5 billion 

Sales (2007E) $1.95 billion

EBITDA (2007E) $350 million

Multiple in line with precedent transactions:

EV / Sales 2.8x

EV / EBITDA 15.7x

(1) Large food transactions include: Adams/Cadbury Schweppes, Ralston Purina/Nestlé, QuakerOats/Pepsi, Keebler Foods/Kellogg, Pillsbury/General Mills, 
Nabisco/Kraft and Bestfoods/Unilever.

(2) Nutrition / Health transactions include: Mellin/Numico, Novartis Medical Nutrition/Nestlé, Pfizer OTC/J&J, BHI/Reckitt Benckiser, Roche/Bayer and Slimfast/Unilever.  

EV / Sales EV / EBITDA

(1) (1)(2) (2)

Financial Highlights
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To be category No. 1 or strong No. 2

Generate value for shareholders

Focused approach on value-added growth categories

Strong brands in leadership positions

RIG, cash flow and earnings enhancing

High degree of certainty of successful integration

Maintain strong credit ratings and financial flexibility

Nestlé’s Acquisition Strategy

Gerber acquisition meets Nestlé’s strategic criteria.

# 1 in North American Baby 
Food

NPV positive

R&D driven category: 
7% CAGR  

Iconic, trusted brand with #1 
position in the U.S. 

Second full year 

Highly complementary to 
current nutrition operations

Strong credit ratings 
maintained
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Conclusion: Enhanced Leadership in Infant 
Nutrition and Enhanced Performance Potential 

Nestlé Nutrition to become a CHF 10bn business (full year run rate) 

Gerber and Nestlé a winning combination with unparalleled scale

Good strategic and geographic fit with complementary businesses and 
skills 

Strong management and good cultural fit with Nestlé Nutrition 

Growth, EBIT and EPS enhancing for Nestlé

10% organic growth and 20% margin long term objectives reconfirmed for 
Nestlé Nutrition  
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