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Market Definition and Size

Nutraceuticals market is equally divided among functional foods
& beverages and dietary supplements
Nutraceuticals are products that provide health and medicinal benefits, including the prevention and treatment of diseases in addition to the
basic nutritional value found in foodstuff
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Dietary Supplements
Nutrient supplements that
improve health and well-being by
preventing nutrition-related health
conditions

2 Functional Beverages

1

Dietary Supplements



Liquids that provide replenishing minerals



Key Products :

Key Products:


Performance enhancers



Metabolic/fat burners



Muscle builders



Meal replacements



Weight gainers



Protein supplements



Energy tablets (Vitamins,
minerals)
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2
Nutraceuticals
Functional
Market
Beverages

Functional
Foods

Global Nutraceuticals Market Size (€b)
xx

xx
xx

xx

1999

2002
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2010

Sports and energy drinks



Vitamin- and antioxidant-enriched milk
and juices
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Functional Foods
Foods that are nutrient dense and provide
health benefits that go beyond their
nutritional value



Key Products:





Omega fatty acid fortified foods



Probiotic fortified foods



Fortified whole grains



Nutrition & protein bars

 Double-digit market growth witnessed throughout the 2000s in
buoyant market conditions and growth in specific segments
 Three was limited impact of recession with growing demand of
nutrition foods to minimize healthcare costs. However, there was
a spending slowdown on premium-priced products

xx

2011



2018E

 Growth in emerging markets, beverages and sports nutrition market
are expected to be t he key driver for the market going forward
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Market Split by Product and Geography

Functional beverages is the fastest growing segment and
developing markets hold the growth potential for nutraceuticals
Market Split by Product Segments, 2010
100% = €107.9b

 Beverages expected to witness strong growth going forward driven by:
Functional
Beverages
xx%

Dietary
Supplements
xx%

Functional beverages is the fastest growing segment

 Versatility of beverages, which is providing further scope for new
product development
 Consumer preference for nutrient rich drinks that also provide
hydration and flavor
 Dietary supplements, including non-herbals, and sports nutrition and meal
supplements are also expected to witness strong growth
 Probiotic products is expected to grow at c.x% till 2017, driven by
increasing acceptance of various probiotic products

Functional Foods xx%

Market Split by Geographic Segments, 2010
100% = €107.9b
US
xx%

Rest of the
World xx%

Developing markets to drive future market growth
 US is the largest regional market, followed by Europe and Japan
 Aging population, growing health care spending, and rising interest
towards self-medication and preventive healthcare are the key drivers
for these markets
 Developing markets to drive future growth in both production and
consumption on the back of:
 Strong development of food and beverage, pharmaceutical, and
nutritional industries in BRIC nations
 Changing consumer perception about nutraceuticals due to their
proven healthcare benefits

Europe
xx%

© RocSearch Limited. All rights reserved

 Economic prosperity, consumer disposable income, and rising
production activities
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Global Hotspots and Emerging Geographies

Developed markets will continue to be the key innovation hubs
Europe
‒
‒

‒

France (xx%) , Germany (xx%), UK (xx%) and Italy (xx%) are the largest
markets
Germany, Sweden and Netherlands form the key R&D and innovation
centres driven by companies like BASF, Gelita, Nutritech, Aventure AB,
DSM, DMV international, etc.
Spain and UK form the major test markets for new products resulting in a
high frequency of product launches

‒

Maturing market especially in the dietary
supplements segment

‒

Key growth drivers include increasing
healthcare costs, aging baby boomer
population

‒

US is expected to remain the largest
market till 2018

© RocSearch Limited. All rights reserved

Strong potential driven by preexisting preference for
preventive medicine

Japan

Israel

US

China

Thought leader due
to early adoption

Major innovation centre for
industry driven by presence of
ingredient companies such as
Teva, Solbar, LycoRed
India

Significant growth driven by affluence of working population,
changing lifestyles and increased accessibility due to
emergence of newer distribution channels

Brazil
Key drivers include a young and
well informed population that forms
a majority of the burgeoning middle
class
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Key Drivers (1/5)

Increased life expectancy has driven preference for healthy
lifestyles, propelling nutraceutical consumption
Life expectancy at birth (1950-2050)
72.1
65.9

67.9

66.4

60.7

65.9

64.5
57.8

47.7
42.3

75.6

72.4

69.3

74.4

70.8

67.5
58.8

56.9

54.6

82.7

80.3

78.0

76.9

75.6

Increased life expectancy

 This is expected to grow > xx% by 2030 to 438m people

37.2
1975-80

2000-05

2005-10

2010-15

2025-30

Global

More developed regions

Less developed regions

Least developed countries

Population aged xx and above (% of total)

10.3

8.9
5.1

11.0

9.3
5.1

12.0

10.0
5.4

12.8

10.7
5.7

13.6

11.5
6.0

13.1

11.6

14.2

12.4

15.3

13.2

16.3

14.0

2045-50

17.5

14.7

18.5

15.8

6.9

7.3

7.7

6.0

6.6
3.3

3.4

3.5

3.6

1995

2000

2005

2011

3.0

3.0

3.0

3.1

3.2

3.2

1960

1965

1970

1975

1980

1985

1990

Euro area

High income countries

Low income countries

Global

 Prevalence of age related diseases is leading to growing adoption of
healthy lifestyles with optimum nutrition to avoid diseases driving
nutraceutical consumption
 Functional foods like Oats, psyllium lignin, Omega-3 milk, Canola oil
have proved beneficial in the prevention and treatment of
cardiovascular disease

6.2
3.2
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 Diabetes: 285m people suffered from diabetes globally in 2010 with
7m people develop diabetes each year

69.1

63.7

46.8

1950-55

 Increased life expectancy is leading to growth in incidence of age
related diseases such as diabetes, high blood pressure, obesity etc
and rising lifestyle diseases related mortality

Aging Population
 Between 2009 and 2050, 65+ population at the global level is projected
to triple, from 516m to 1.53b driven by increasing life expectancy,
improved healthcare and low fertility rates
 Consumers and healthcare providers are increasingly consuming
functional foods and beverages to help prevent and manage the
physical and mental effects of old age
 According to a study by International Longevity Centre, UK, in 2010,
functional foods, concentrated in the areas of bone health,
cardiovascular health and gastrointestinal function, play an
important role in supporting older people's health

7

Sample – Disguised and Abridged

Key Drivers (2/5)

Rise in healthcare costs has shifted focus to preventive care
leading to growing preference for functional foods & supplements
Out of Pocket Health Spending Per Capita (PPP $)
CAGR

2000-05 2005-10

APAC
2.7%
Global
7.1%
United States 5.0%
Euro Area
10.9%
Japan
(1.2)%

8.0%
17.2%
6.5%
8.3%
6.8%

1995

2000

2005

2010

 Rising healthcare costs driving consumers to remain healthy and focus on functional foods & supplements
 Consumers are seeking out more cost-effective alternatives to traditional high cost medicines

 Personalized health nutrition is expected to provide solutions to successfully prevent, manage, and treat chronic medical illnesses
 Launch of targeted foods and products scientifically formulated to address disease conditions are expected to support market growth going forward

© RocSearch Limited. All rights reserved
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Key Drivers (4/5)

Regulations for sharing more information on product labels,
would help the functional foods industry
Regulatory environment continues to be a growth driver for the functional foods industry
Lack of Direct Regulations in the Past Favoured
Manufacturers of Nutraceuticals
Low research and regulatory
compliance cost compared to
pharmaceuticals

Functional Foods

Regulatory
Landscape

Method of
Buying

Higher price compared to
dietary supplements and
ordinary food products

Prescription Drugs

− Regulated as a food item − Multiyear, multistage
by US FDA
review process required in
almost all countries
− EU Nutrition & Health
Claims Regulation only
since 2013

− No prescription required
for purchase. No
supervision required for
consumption

− Prescription required from
licensed practitioner

The New Regulations Related to Health Labelling may Increase
Compliance Cost but would Boost Consumer Confidence
− Introduction of labelling guidelines in Europe in 2012
− As per the new regulation, only claims included in an approved list
will be allowed on foods and supplements in the EU
− Will help companies provide accurate information about the health
benefits of ingredients like vitamins, minerals and others
Country
US*

US FDA routinely releases guidance documents for food
labelling as well as health claims.

Canada

Launched an online resource for information on health
benefits. In 2012, released new policy for dietary fibre

EU

From 2012, only an approved list of health claims will be
allowed on foods and supplements in the EU
Started the Novel Food authorization procedure in 2010

Ireland

In 2007 released the Functional Food Guidance from the Food
Safety Authority of Ireland

Australia and
New Zealand

In 2011, FSANZ developed a joint food standard code
mentioning health claim standards allowed on food labels

Indonesia &
Philippines

As on 2012, allowed limited health claims on food labels

− Absence of direct regulations allowed manufacturers to:
− Earn higher margins, while keeping costs low
− Launch products without stringent testing requirements
− Many new ventures setup, creating a thriving industry

Legislation

*US was one of the earliest movers with its Dietary Supplements Health and Education Act (DSHEA) in 1994, allowin the use of health claims on nutraceuticals
© RocSearch Limited. All rights reserved
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Major Trends (2/3)

New delivery formats have emerged to address consumers
need for taste and convenience
Innovative Delivery Systems

Good taste and convenience are the key demand preferences of
consumers

Demand from Consumers

Solution from Manufacturers

Unpleasant Taste

Flavour Masked Products



Omega 3
Gummies

Research by Ganeden Biotech (US) shows people don’t want to add new
habits



Companies are now aiming to fortify everyday consumption products

Omega 3
Flavour
Masking

New delivery formats are veing facilitated using new
technologies

Soya Milk

Soya Protein
Traditional Format
Drinks

Trends from Consumer Research

Innovative Delivery Format

New
Formats

Capsules

Strips
Chewing
Gum

Emerging Delivery Technologies
New emulsification technology
Reduced ingredient processing (avoiding excess heat or binder ingredients)
Particle engineering to form natural food substances into particle sizes





Emerging Delivery Formats

Impact of New Delivery Technologies
1

Creates differentiator among competing technologies/
manufacturers

2

Improves product efficacy

3

Appealing to a broader group of consumers

© RocSearch Limited. All rights reserved

Manufacturers continue to launch products fortified with omega 3,
probiotics etc. in formats like:


Chews, Gums and Gummies



Effervescent Formulas



Thin Film Strips



Lozenges



Shots & Gels

Recent Delivery Method Innovations
► Renewal Laboratories (US)

–

All-natural bottled tea with omega

► Coromega (US)

–

Kids Omega 3 Gummy Fruits

► Natural Dynamix (US)

–

Fiber Adult Gummies

► Le Whif (France)

–

Breathable vitamins

11
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Major Trends (3/3)

Condition specific marketing is being adopted to promote
personalised medicines/products with specific health benefits
Labelling for Specific Health Condition
Target Health
Condition

Ingredients Marketed on
Product Labels

 Manufacturers are matching consumer demand for personalized
medication by creating products with specific health benefits
 New products target specific age groups and gender, and are
packaged with nutrients suited for the target segment

Heart Health

Omega-3, Plant Sterols, Soy Protein etc.

Eye Health

Lutein, Bilberry extracts, Asthaxanthin,
Zeaxanthin

 Clif Bar & Company’s (US) Luna Bars targets women, and
Organic Zbar is marketed specifically for kids

Joint Health

Prebiotic Fiber, Calcium, Vitamin D&K

 BébéBar is designed specifically for pregnancy and nursing

Digestive Health

Prebiotics, Probiotics, Digestive Enzymes

Immune Health

Yeast beta-glucan, Galacto, Oligosaccharide,
Fructans

 Some nutrition bars target very niche segments, for example
 Planters (US) has launched Nutrition Snack Bar for bone
health
 F-Factor bar from Hain Celestial Group and Iron Girl Energy
Bars from PowerBar are aimed at female athletes

Most popular conditions currently targeted by manufacturers

Manufacturers focus on positioning their products on the most common non-chronic diseases in the region
United States

Asia

̶

̶

Calcium supplements are one of the largest sectors, due to the
high risk of Asian women to osteoporosis
̶

Focus is also on tackling the alarming rise of childhood obesity

Focus is on heart
health and weight
management

Europe

Australia

 Focus on eye health through ingredients like natural carotenoids

̶

 Focus on heart health by ingredients like omega-3 and
phytosterol

Bone health is a major
focus area

© RocSearch Limited. All rights reserved

12

Sample – Disguised and Abridged

Table of Contents

Section 1

Market Overview

Section 2

Key Drivers

Section 3

Major Trends

Section 4

Key Developments

Section 5 Porter’s Five Forces Analysis
Section 6

Overview of Main Players

© RocSearch Limited. All rights reserved

13

Sample – Disguised and Abridged

Porter’s Five Forces Analysis (1/3)
Medium

Threat of Substitutes

Threat of New Entrants

Threat of new entrants is low due to:
 Stringent new government
regulations
 High investments in clinical research
and distribution channels
 Time and resources required to
build a strong brand to attract
customers
 However, large companies with
significant economic muscle have
entered the industry recently

High

Competitive Rivalry

Fragmented market with presence of
large as well as SMEs
 Wide range of selection available to
customers with low switching costs
 Significant fixed capital investments by
established players discourage market
exit due to high exit costs
 Low product differentiation


Suppliers’ Bargaining Power

Buyers’ Bargaining Power

High bargaining power due to:
 High concentration with > 50% of
ingredient market controlled by top 5
suppliers
 Regulatory pressures and demand
for natural ingredients, which can
only be supplied by a few players
 Supplier power is diluted by:
 Lack of differentiation
 Availability of alternative suppliers


© RocSearch Limited. All rights reserved

Low threat of substitutes for functional
foods and supplements
 Conventional foods not able to meet
protein and nutrient requirements
during intense workouts
 Too much fresh meat protein causes
the body to become acidic, leading
to body fatigue
 Functional beverages have a high
threat of substitutes as they can be
easily substituted by organic sources
of nutrients like wheatgrass and
barley grass juices




Medium

Medium

14

High



Key customers include big retail
chains (E.g. Walmart for NBTY), which
account for significant share of the
revenues of nutraceutical companies



Low switching costs and significant
economic muscle of buyers leads to
high bargaining power

Sample – Disguised and Abridged

Porter’s Five Forces Analysis (2/3)

Competitive rivalry is high among the players in this growing
market
Threat of New Entrants: Medium

Threat of Substitutes: Medium

 Nutraceuticals industry is characterised by high barriers to entry due
to:

 Functional foods and supplements have a low threat of substitutes:



Stringent regulations for manufacturing and selling of food



Significant brand strength required to compete with established
players like Nestle, PepsiCo etc.



High investments required for clinical research and distribution
channels such as supermarkets to have a wide coverage


CROs charge $500,000 onwards for a clinical trial depending on
the number of participants, length of the study, parameters, etc.

 However, market entry can be done by:
 Diversifying an existing company's operations:
 PepsiCo established a new Global Nutrition Group in Oct 2010
 Nestle created a new business unit Nestle Health Science
focussed on nutraceuticals, in 2011
 Acquisition of an existing companies by large players:
 Reckitt Benckiser acquired Schiff Nutrition for €1.1b in Nov 2012

 Conventional foods cannot meet the protein and nutrient requirements
during intense workouts
 Too much fresh meat protein causes the body to become acidic,
leading to body fatigue, depressive tendencies and a drastic decline in
wellbeing
 Functional beverages might be substituted by organic sources of
nutrients like wheatgrass and barley grass juices
“If you're doing intense exercise, four-to-five times a week, such as, cycling, running
and heavy weight lifting, then the body will most likely demand more protein,
enzymes and minerals than a healthy diet can easily supply”
Rachel Horscroft, exercise physiologist & nutritionist

Competitive Rivalry: High
High competitive rivalry due to:
 Large numbers of players: Presence of significant number of small
players as well as major pharmaceutical and nutrition companies
 Low product differentiation: Due to the similar nature of products being
offered

 DuPont Co acquired Danisco €4.9b in May 2011

 Wide product range: Customers have a wide selection range of
products to choose from, with relatively low switching costs

 GSK acquired of Maxinutrition for €192m in Dec 2010

 High exit costs:
 Substantial capital outlay required to operate large plants as major
players focus on mass market products
 Exiting the industry would require divestment of specialized assets

© RocSearch Limited. All rights reserved
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Competitive Landscape

Competitive intensity is high across the globe and ...
 Highly fragmented industry and has been witnessing large number of M&A activity since 2010 which has led to some degree
of consolidation
 Large players from the food and pharmaceutical space are acquiring small companies to capitalize on the growing market
Global Market

 Comprises a mix of pure play players and pharmaceuticals/food companies, which operate nutritional products as one of their
divisions
 Diversified companies operating in this space include Acher Daniels Midland Company, PepsiCo, GlaxoSmithKline,
Groupe Danone, Ocean Nutrition Canada, and Perrigo Company and Glanbia among others
 Pure-play players include NBTY, Atrium Innovations and Herbalife
 Highly fragmented industry

US
Market

 In 2011, a total of 34 players controlled xx% of the US nutraceutical market share while the remaining xx% was held by the
rest of the 824 companies
 Additionally, 53 companies had annual sales of more than $60m
 Largest player is NBTY, with a xx% market share, followed by Pharmavite (xx%) and Abbott labs (xx%)
 Germany, Italy, France, UK and Norway, represented xx% of the European dietary supplements market in 2009

European
Market

 Key players include Holland & Barrett, Bayer and GNC
 Concentrated UK market
 Six major players dominated the industry with c xx% market within the vitamins, minerals, and supplements (VMS) market
in the UK
 These are Holland & Barrett, Bayer, Seven Seas Boots Healthcare, SuperDrug, and Tesco

Asia-Pacific
Market

 Key markets include Japan, Hong Kong, India, China and Malaysia
 Japan is the largest market in Asia also the third largest in the global nutraceuticals market
 Fragmented industry owing to presence of large number of players

 Key players include Atrium Innovations, NBTY Inc. and Glanbia Plc

© RocSearch Limited. All rights reserved
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M&A Activity

... players are consolidating to create and expand their positions
in this market
Growing competition leading to industry consolidation

Global M&A Activity in the Nutraceuticals Industry
30
25
20
15
10
5
0

xx

xx

100
xx

xx

xx

xx
27.1
13.8

12.5
2006

2007

2008

 High rate of M&A activity witnessed in the Nutraceuticals market over
2006-12, with more than 25 major deals

2010

2011

40
20

6.2

2009

80

 Major pharmaceutical and nutrition companies like Abbot, Atrium
Innovations, DSM, Nestle etc. were involved in some of the major
deals

60
22.7

20.5
10.5

xx

 Large companies looking to dominate the global nutraceutical market
through their synergistic acquisitions

2012

 Key drivers include:
 Entry in the growing market

0

 Reckitt Benckiser acquired Schiff Nutrition for €1.1b in Nov 2012
to enter the fast growing vitamins and nutritional supplements
market

Deal Volume

Deal Value (€b)

 Expansion of product portfolios

Global Nutraceuticals Market, Major Acquisitions by
Company, 2006-11
Sanofi
xx%

Others
xx%

BASF
xx%
© RocSearch Limited. All rights reserved

 Atrium Innovations acquired Garden of Life, a leading U.S.
nutritional supplement products brand in 2009 to strengthen its
product portfolio
Increasing Investments by Private Equity Firms

Nestle
xx%
Pfizer
xx%

 Enterprise Investors, Morgan Stanley bought a controlling stake in
sports nutrition company Scitec Holding in Jan 2013
 Sun Capital Partners acquired CornerStone Inc, a vitamins and dietary
supplements manufacturer in Apr 2012
 TPG Partners acquired xx% of Schiff Nutrition for €35m in Oct 2010

DSM
xx% NBTY
xx%
PepsiCo
xx%

 Trilantic Capital Partners acquired Fortitech Inc, a manufacturer of
nutrient premixes in Sep 2010
 Carlyle Group acquired NBTY, the largest supplement company in the
industry for c. €3b in Jul 2010
18
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Private Equity Deals Activity

Historic growth in the nutraceuticals industry will continue to
ensure its attractiveness for PE firms
Private Equity Deals, Global Volume

Successful IPO Listing: A Driver for PE Investment in the Sector
 Successful IPO listing of some nutraceutical companies has been a driver
of private equity investment in the sector

x
x
x

 Capital raising and public offerings among mid-market health and
nutraceutical companies has witnessed sustained growth over the years

x

x

Public Offering & Capital Raising Activity: Volume

x
x
x

2006

2007

2008

2009

2010

2011

2012

2013
YTD

xx

xx

xx

2006

2007

2010

2011

xx

2008

2009

Private Equity Activity: Sector Outlook

Geographic Split
x%

xx
xx

Australia

x%
X%

x%

Total Deals
33
xx%

x%
x%

China
Canada
Germany
New Zealand
France
United States

© RocSearch Limited. All rights reserved

 While increased deal activity is expected from large companies like P&G,
Church & Dwight, Reckitt Benckiser etc, industry experts believe that
historic growth in the sector has made PE firms eager to invest
“..............the nutrition industry has enjoyed another good year (in 2012). So
good has the string of the last several years been that our industry is
drawing considerable attention from outside interests. Private equity and
other strategic buyers are anxious to get in and take part in this growth
industry.”
─ Vice President of Sales & Marketing, DSM Nutritional Products
North America, Dietary Supplements and Health
19
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Potential Targets - Europe (1/2)
Company

Country

Business Description

Ownership

€584.1m
(2012)

–
–
–
–
–
–

Public
Raisio Plc xxx%
Niemistoe Kari xxx%
Op-Finland Value Fund xxx%
Aktia Fund Management Ltd xxx%
Fim Fund Management Ltd xxx%

€318.0m
(2012)

–

Otsuka Holdings Co Ltd 100%

–

BC Partners (Majority Stake)

–
–

Owned by the Rovati family
Luigi Rovati, Founder and President
(Majority Shareholder)
Public
Stena Adactum AB xxxx%
Celina Midelfart xxxx%
Wahlberg Peter xxxx%
Handelsbanken Fonder AB xxx%
Odin Sverige Fund xxx%

–

Develops, manufactures and markets plantbased nutrition products, functional foods,
animal feeds, protein meals and vegetable oils

–

Manufacturer of dietetics and organic food

–

Present across multiple distribution channels
and principle dietetic and organic food sectors

–

Manufactures and supplies medicines and
dietary supplements in oral dosage forms such
as soft capsules, tablets, effervescent tablets,
sugar-coated tablets and hard capsules

€263.5m
(2011)

Develops over the counter and nonprescriptions pharmaceutical drugs and
products in the areas of personal care and
nutritional supplements

€600.0m
(2010)

–

© RocSearch Limited. All rights reserved

Size
(Revenues)

–

Manufacturer of health, nutrition, herbal
remedies, cold and hygiene products in the
Nordic region

€131.0m
(2011)

–
–
–
–
–
–

–

Producer and distributor of carbonated and noncarbonated drinks, waters, juices, fruit drinks,
children’s drinks, energy drinks, as well as
functional and other drinks

€244.3m
(2012)

–
–
–
–

KSM Investment SA xxx%
Ced Group Sarl xxx%
Rene Musila xxx%
Tomas Jendrejek xxx%

–

Manufacturer of food supplements, dietary foods
and pharmacy medicines

600
employees

–
–

Family Owned
Johannes Burges, Executive
director is the Majority shareholder
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