
3G CAPITAL HEINZE LBO

Berkshire is teaming up with 3G Capital, a Brazilian investment firm that the transaction more closely resembles a
leveraged buyout, a type of.

First, it is highly disruptive. Over burgers at the Hilton in his hometown, Omaha, Mr. But if a comment made
two months later at a shareholder meeting by Unilever chief executive Paul Polman is any indication, the price
of the bid might not have been the only issue: "Ostensibly the bid was from Kraft Heinz, a company less than
half our size," Polman said, according to a Financial Times story from February  Buffett said on CNBC.
Smucker , and General Mills all touched all-time highs. Its stock price has not recovered. The move was the
culmination of decades of dealmaking. Zero-based budgeting forces executives to begin with a blank slate for
each new quarter or year and justify every expense they want to undertake. In some ways, Heinz fits Mr. That
move in the stock may have reflected the value of the dividends Heinz will pay ahead of the deal's closing.
First of all, 3G Capital has a profoundly experimental culture. Lazard served as lead financial advisor. But
Berkshire and 3G are paying a healthy price for Heinz. With that said, 3G is quick to shut down experiments
that have a poor long-term outlook. Lemann insist that they intend to hold Heinz for the long term, whereas in
a private equity deal, the buyers inevitably seek to profit by selling their acquisition. The announcement of the
deal on Thursday and the involvement of the closely followed Mr. The press conference will be hosted by:
William R. The two men have been friends for decades, having served on the board of Gillette, and both are
big investors in the brewer Anheuser-Busch InBev. And it's a sign that 3G and Berkshire Hathaway's
take-no-prisoners approach to restructuring can be just as problematic as it is profitable. In some respects, the
transaction more closely resembles a leveraged buyout, a type of deal that Mr. Over the last 12 months, its
stock has risen nearly 17 percent. The company makes avid use of a concept called zero-based budgeting to
improve the operational performance of the companies it invests in. Buffett with the idea of taking Heinz
private, and quickly got his support. But the company's stock soon began to tell a different story. The next bit
of this script might seem familiar. Without a doubt, 3G Capital is a unique organization and has characteristics
that are unlike many of its peers. The talks concluded in the wee hours of Thursday morning. After going
through this first stage it looks a lot like venture capital. Burger King returned to the public markets with a
reverse merger in  Typically, Buffett prefers to make his acquisitions outright. Johnson, and the buyers assured
him that the company would remain headquartered there. And while there aren't too many consumer
companies out there that could make Kraft Heinz look like a minnow, those executives had a target in mind.
The transaction will be financed through a combination of cash provided by Berkshire Hathaway and affiliates
of 3G Capital, rollover of existing debt, as well as debt financing that has been committed by J. Wrigley Jr.
And it was all a runaway success. It's a tale of private equity gone wrong. Why is this significant? In the past,
these inefficient business units remained operational simply because they had always been there. Morgan and
Wells Fargo. Despite its effectiveness, zero-based budgeting is unpopular for two reasons. Harry
Schuhmacher, editor of the Beer Business Daily, at the time described the company to Fortune as "a profit-
and margin-generating machine. A week later, an investor called Timber Hill reportedly filed a lawsuit
accusing Kraft Heinz, 3G and Hees of insider trading in the run-up to the recent write-down.


