
After many difficult months, a
fundraising window is opening
for ambitious private firms,
says Deloitte’s Cahal Dowds

L
eisure firms have
been feeling the burn
through the down-
turn, but Fitness
First, one of the

world’s largest gymandhealth-
club chains, is poised to raise
money for expansion.
The company, at No 77 on

this year’s Top Track 100, is in
great shape to attract fresh
investment, according to chief
executive Colin Waggett. In
recent years, the Poole-based
business has turned its atten-
tion to Asian and Australian
cities where economic growth
remains strong. In Asia only
1%-2% of the population are
members of a gym. Last month
it agreed to sell all 45 of its clubs
in the more mature markets of
France, Spain and Italy to the
European groupHealthCity.
Waggett, who is funding

expansion from cashflow,
expects to have opened up to 35
new clubs— ofwhich 12will be
in Asia and four in Australia —
by October next year. He fore-
casts that global sales from the
remaining businesses will im-
prove on 2010’s total of £687m,
under the ownership of the
private-equity firmBCPartners.
Fitness First and other suc-

cessful private companies are
discovering that opportunities
to secure growth capital are
reappearing after many diffi-
cult months. At Deloitte, we
believe that a fundraising
window is opening as bank

debt and institutional backing
become more readily available,
leverage multiples creep
upwards and economic condi-
tions improve.
Both private-equity firms

and trade buyers—athome and
abroad — have resumed
spending, encouraged by the
rise in bank lending and the
strategic imperative tomove for-
ward and demonstrate a track
record. After a first quarter in
which European flotations
raised less than €3 billion
(£2.6 billion) compared with
€10 billion in the previous three
months,we believe IPO activity

could also pick up after the
summer. Fitness First is weigh-
ing its fundraising options as it
seeks support for further expan-
sion, according toWaggett.
Deloitte is encouraged to

find that more large private
companies such as Fitness First
are making growth their pri-
ority. Of the chief financial
officers questioned in our first-
quarter Deloitte CFO Survey,
42% said that introducing fresh
goods or services, or moving
into new markets, was their
most important goal. Their
appetite for financial risk is
also increasing. A total of 41%

believe now is a good time to
take on more debt, the highest
percentage since the survey
was launched in the third
quarter of 2007.
Yet the desire to expand con-

trasts with a dip in corporate
confidence. Conflict in the
Middle East, the earthquake
and nuclear crisis in Japan and
a new spike in oil prices have
conspired to dampen opti-
mism. Only 12% of chief finan-
cial officers are more positive
about financial prospects for
their firm than theywere at the
end of 2010, our research found.
We believe that stronger bal-

ance sheets and improving
profits at successful companies
such as those on the Top Track
100aredrivingcorporate expan-
sion despite the tough trading
conditions. Since the collapse
of Lehman Brothers, ambitious
firms have taken steps to cut
costs, preserve cash and revise
growth strategies as consumer
preferences, global trading pat-
terns and funding availability
have all been transformed.
Many of this year’s league-

table businesses have emerged
from the recession leaner and
fitter than before. They have
strengthened their balance
sheets, improved their opera-
tional efficiency and competed
more effectively by reviewing
consumers’ purchasing pat-
terns and cross-selling prod-
ucts and services.
For example, the Top Track

100 research shows that
Stemcor, the world’s largest
independent steel trader,
which is at No 5 on the league
table, has recorded a dramatic
improvement in profitability
by successfully responding to
an upturn in demand, espe-
cially among emerging econo-
mies. The company, which has
also benefited from rising steel

prices, recently unveiled record
profits of £115m as sales soared
from £3.5 billion in 2009 to
£5.1 billion in 2010.
House of Fraser, the depart-

ment-store chain at No 82, has
also worked to maintain
earnings through the down-
turn. Sales, at £669m in 2011,
have fluctuated in the four
years since the business was
taken private by a consortium
of Icelandic investors. But
innovations such as the
relaunch of the iconic 1960s
brand Biba last year have
helped to lift profits to £70m,
the highest since the company
was delisted.
The construction-equipment

manufacturer JCB, at No 16,
has unearthed new customers
after a very tough couple of
years when the company was

obliged to cut its workforce and
sell down its inventory while
building projects were put on
hold. The business has just
enjoyed a record year in India
where it sold 21,000 machines.
It is also building a new £61m
factory in Brazil.
Looking ahead, we expect

that many companies seeking
growth capital will shun flota-
tions in favour of buyouts and
other fundraising deals that
allow them to remain in
private ownership, where they
can focus on long-term
strategies rather than having
to meet short-term investor
expectations. They understand
that stock-market investors
have been suspicious of pri-
vate-equity-backed IPOs ever
since the department-store
chain Debenhamswas refloated

with substantial debts in 2006.
Selling a business to a private

buyer, however, will in most
cases remain harder than it was
before the credit crunch. In a
fragile market, both private-
equity backers and trade buyers
remain selective and cautious.
They remain wary of auctions
and recognise that financial
engineering without a growth
story is no longer a basis for a
successful investment.
In this environment it is

more important than ever
to design an exit — or partial
exit — strategy tailored both to
the business and the prevailing
market sentiment. For
example, managers must iden-
tify potential buyers and con-
sider why they might find the
venture attractive. What stra-
tegic capabilities might attract

a higher multiple? If there are
weaknesses, how might they
be viewed by a purchaser? Are
there any tax or compliance
risks that might affect the
value? Deloitte’s experienced
team of consultants can advise
on shaping the company to
attract potential buyers, and
show how tominimise the risk
of leaving value on the table.
Smart managers, like those

leading many of this year’s Top
Track 100 companies, know
that their future success
depends on seizing the
moment to expand again. As
the fundraising window opens,
they must prepare to take a
good look at themarket.
n Cahal Dowds, Deloitte’s head
of private markets & advisory
corporate finance, UK, was talking
to CatherineWheatley
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7 SWIRE

Conglomerate £4,169m

SWIRE is a conglomerate with interests
in a range of sectors, including shipping,
cold storage and agriculture. The group,
whichwas founded in 1816, is
headquartered in London, but has
operations across the Asia-Pacific region
and North America. Swire owns 41% of
Swire Pacific, a company listed in Hong
Kong, whose business interests include
the airline Cathay Pacific and a Coca-Cola
bottling business. The group, which is
chaired by James Hughes-Hallett, is still
under family control and sales in 2010
amounted to £4,169m.
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8 LAING O’ROURKE

Construction contractor £3,526m

FOUNDEDmore than 30 years ago by
chairman and chief executive Ray
O’Rourke, Laing O’Rourke is involved in

construction and engineering. The group
employs 35,000 staff across Europe,
Canada, Australia, Southeast Asia and the
Middle East. Recent projects include
Heathrow’s Terminal 5, and the group is
part of the consortium responsible for
managing the development of the
London 2012 Olympic and Paralympic
Park. Group sales, including those from
various joint ventures, amounted to
£3,526m in 2010.
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9 ARCADIA

Fashion retailer £2,777m

SIR PHILIP GREEN created one of
Britain’s biggest women’s clothing
retailers when he folded his BHS
operations into the Arcadia business in
2009. The company, which employsmore
than 43,000 staff, operates from 2,500 of
its own stores and 579 franchised outlets
in 37 countries. It also owns Burton,
Dorothy Perkins, Evans, Miss Selfridge
andWallis. Arcadia’smost successful

brands are Topshop and Topman. Aiming
to close smaller shops and housemore
brands under one roof, the company has
created 215 concessionswithin BHS. The
group opened a Topshop outlet in New
York recently and plans to do the same in
Asia, Australia and South Africa. Chief
executive Ian Grabiner heads the
enlarged business, which reported sales
of £2,777m in 2010.
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10 BRAKES GROUPFood distributor £2,553m

BUILT up over the past 15 years through a
series of acquisitions, Brakes Group now
hasmore than 10,000 staff in 80 locations
in Britain, Ireland, France and Sweden.
The Kent firm supplies chilled, frozen and
grocery foods, vending products and
commercial kitchen equipment to the
catering industry, with customers
including pubs, restaurants, hotels and
contract caterers such as Compass. Bain
Capital is themajority owner, having
backed a £1.3 billion buyout from the
private-equity house Clayton, Dubilier &
Rice in 2007. Under chief executive Philip
Jansen, sales were £2,553m in 2010.
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11 ICELANDFrozen food retailer £2,388m

ICELAND’s self-proclaimed raison d’être is
helping busymums by selling low-priced
frozen food. It has 742 stores after its
acquisition of 51Woolworth outlets in
2009, and plans at least 10 new openings a
year. Icelandwas founded in 1970 by
MalcolmWalker, who left the business in
2001. Icelandic investor Baugur led the
delisting of the group in 2005, reinstalling
Walker as chief executive. After Baugur’s
collapse in 2009, its stake passed to the
administrators of its lenders, Landsbanki
and Glitnir, which are looking to sell their
holdings, with Asda andMorrison reported
to be considering a bid, as well asWalker
himself. Sales reached £2,388m in 2011.

In good shape: Fitness First is poised for expansion in Asia and Australia where economic growth remains strong

THE departure of Alliance Boots’ chief
executive Andy Hornby inMarch to “take
a fewmonths’ break” took observers by
surprise, precisely because everything
seemed to have been going so well. Group
sales and profits have increased every
year since the groupwas formed in 2006
from themerger of Boots and
pharmaceutical wholesaler Alliance
Unichem,with growth partly driven by
further acquisitions. Turnover for 2011
was £23.3 billion, including £3.1 billion
from joint ventures and associates,
making Alliance Boots comfortably the
UK’s biggest private company.
Hornbywas brought in by the group’s

private-equity owner KKR after his
ill-fated stint as chief executive at HBOS.
During his time at Alliance Boots, the
group launched online health website
Boots.WebMD.com as well asmaking

further inroads into continental Europe.
The business increased its stakes in
pharmaceutical wholesalers Andreae-
Noris Zahn in Germany andHedef
Alliance in Turkey, with the latter
offering access to Egypt and Algeria. More
recently, a deal was struck with French
supermarket Carrefour to help it develop
beauty products, while Boots’s
anti-ageing skincare range was launched
in Italy and Spain in addition to the
existingmarkets of France and Portugal.
The company’s executive chairman,

Stefano Pessina, was the founder of
Alliance Santé, whichmerged with
Unichem in 1997 to form the company
that ultimatelymerged with Boots.
Having invested personally in the KKR
buyout in 2007, his stated aim is to take
the Boots brand global, and the company
seemswell on the way, with a presence in
more than 20 countries, including China.
However, there has been another side

to the company’s growth since the
record-breaking £11 billion deal that took
Alliance Boots off the stockmarket. The

announcement of a three-year efficiency
drive in October 2010 will lead to 900 job
losses over three years, mostly from the
company’s base in Nottinghamwhere
the first Boots shop opened in 1849. The
company is also one ofmany to have
recently scrapped final-salary pension
schemes for its UKworkers and replaced
themwith defined-contribution
arrangements.
There is £7.8 billion of long-term net

debt left over from the buyout, whichwas
the last Europeanmega-deal before the
credit crunch hit. Lower interest rates
have helped to lessen this burden, and
the company has remained profitable
even after interest payments.
Hornby’s departure has naturally

created speculation over his successor.
Alex Gourlay, chief executive of the
health-and-beauty division, is a possible
internal candidate, as is his opposite
number in the pharmaceutical wholesale
division, Ornella Barra, but whoever is
selectedwill be expected to spread the
Boots namewider than ever before.

Boots walks tall as growth prescription delivers
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2 INEOS GROUP

Chemical manufacturer £19,570m

INEOSmanufactures petrochemicals,
speciality chemicals and oil products.
Chairman and owner Jim Ratcliffe started
to build the group in 1998, snapping up
subsidiaries from chemicals giants such
as ICI and BASF. The group now
comprises 15 businesses and has 60
manufacturing facilities in 13 countries.
But the acquisition spree was fuelled by
debt, which amounted to nearly £6 billion
at the last count and is now in the process
of being refinanced. The company also
moved its tax residency to Switzerland to
save an estimated £400m over four years,
and sold a 50% stake in its European
refining business to PetroChina for
$1 billion (£621m) in January. Sales
reached £19,570m in 2010.
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3 GREENERGY

Fuel supplier £9,839m

FOUNDED as a bedroom start-up in 1992
by chief executive AndrewOwens,
Greenergy now servesmore than 20% of
Britain’s road-fuelmarket. It supplies
10 billion litres of diesel, petrol and biofuel
annually and also provides stock-
management and haulage services. The
London company operates a 250,000-tonne
biodiesel facility on the Humber estuary
that converts used cooking oils and animal
fats. Customers include oil companies, bus
networks and supermarkets such as Tesco,
which owns 35% of Greenergy. Sales in
2011were £9,839m including duty, which
accounts formore than a third of turnover.
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4 JOHN LEWIS PARTNERSHIP

Food and general retailer £7,362m

JOHN LEWIS is Britain’s best
advertisement for worker co-ownership
of a business, with 76,500 permanent
employees owning a share in the

company and taking home a share of the
profits every year. The partnership
operates 28 John Lewis department
stores, 256Waitrose supermarkets and
four John Lewis at Home stores — its
stand-alone home and electricals brand—
aswell as online and catalogue
businesses. Executive chairman Charlie
Mayfield has set out plans to double the
size of the group in the next 10 years.
Increasedmarket share for bothWaitrose
and the John Lewis stores boosted sales to
£7,362m in 2011.
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5 STEMCOR

Steel trader £5,141m

MAJORITY-OWNED by executive
chairman Ralph Oppenheimer and his
family, Stemcor trades steel and raw
materials, and providesmarketing,
finance and logistics services to the steel
industry. The London-headquartered
firm,which bills itself as the world’s
largest independent steel trader, employs
1,700 people in 45 countries. Thanks to
rising steel prices and increased volumes,
sales increased from £3,540m in 2009 to
£5,141m in 2010, and the company
reported profits of £115m, the highest in
its 60-year history.
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6 PALMER AND HARVEY

Wholesale distributor £4,236m

THIS Hove wholesaler helps newsagents,
convenience stores, supermarkets and
petrol stations to keep their shelves
stocked. The firm supplies 12,000 products,
from ice cream and KP nuts to cigarettes
and flowers. It owns the franchisesMace,
Mace Express and Supershop as well as the
van-based distribution services
Snacksdirect and Sweetdirect. In 2008
chief executive Chris Etherington led a
£298mmanagement buyout with debt
provided by Barclays and Burdale. The
business trades with very slimmargins,
but sales reached £4,236m in 2010.

Putting the Boots in: the company is going global and has a presence in more than 20 countries, including Bangkok
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1 ALLIANCE BOOTSPharmaceuticals retailer £23,300m

Flying the flag: Virgin Atlantic now flies from Manchester to Las Vegas
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12 VIRGIN ATLANTICAirline and tour operator £2,357m

ESTABLISHED by Sir Richard Branson in
1984, Virgin Atlantic now carriesmore
than 5m passengers to 32 long-haul
destinations each year. Virgin Group sold
a 49% stake to Singapore Airlines in 2000,
and last November it appointed Deutsche
Bank to review all its strategic options,
which includemergers or alliances with
other airlines. The addition this year of a
new route betweenManchester and Las
Vegas has helped generate 450 new jobs at
the airline, but sales fell 9% to £2,357m in
2010 amid tough trading conditions, and
the group posted a loss of £57m.

PlantHirer 114.24%

2 TORFX
Foreign currency provider 217.12%

tHir

4 THE HUT GROUP
E-commerce operator 161.92%

114.24%114.24%PlatPlatPlat
13 ARNOLD CLARK AUTOCar dealer £2,271m

ACCORDING to the company, Arnold
Clark Automobiles is Europe’s biggest
privately owned car dealer, sellingmore
than 200,000 vehicles a year. Chairman
and chief executive Sir Arnold Clark
started the Glasgow firm in the 1950s after
he refurbished aMorris car and then sold
it for a profit. The company nowhas 145
branches and sells new cars from
manufacturers ranging fromKia to BMW
aswell as used vehicles. It also offers
repairs, servicing, vehicle rental and
insurance. Sales were £2,271m in 2010.
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14 SCH GROUPIT infrastructure integrator £2,238m

CHIEF EXECUTIVE Sir Peter Rigby
founded Specialist Computer Holdings in
1975 with £2,500. Today it is one of the
largest private IT service providers in
Europe and operates inmore than 40
countries. Its main trading arm, SCC,
helps clients such as HSBC, France
Telecom and even Comic Relief to
optimise their technology infrastructure.
Sales in 2010 were £2,238m.

Showing its mettle: profits have leapt at steel trader Stemcor

Improving your
financial health


