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Executive Summary

Valsparõs board and management has been engaged in discussions about a potential merger or an acquisition with another 

entity that may be beneficial for its shareholders.

After careful consideration, Valsparõs CEO invited a takeover bid from Sherwin Williams. While Sherwin had previously 

approached Valspar with acquisition offers over the past three decades, Valspar had indicated it was not up for sale.

The two companies entered into a mutual confidentiality agreement to facilitate the due diligence process. On January 27th, 

2016, Sherwinõs CEO proposed a take over bid of $106 per share in cash.

The offer price represents a 42% premium to Valspar's closing price of $74.61 for that day and a 28% premium to Valsparõs all

time high closing price.

Sherwin Williamõs takeover bid provides many strategic advantages, as the combined entity will benefit from over $280 million

in cost synergies while also giving the pro forma company significant exposure to international markets, wider product 

offerings and enhanced technology capabilities. 

We see that there is little reason for regulators to be concerned about antitrust regulations as the combined entity would 

have a market share of 15%, allowing healthy competition while the majority of the industry is still formed by a 39% 

concentration of over 7,500+ firms.

Based on our valuation through multiple methodologies, our fair valuation of Valsparõs Corporation is $99.10, with the current 

offer of $106, we see our maximum bid materializing at $111 Cash per Valsparõs Shares.
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Key Benefits & Considerations for All Stakeholders

Sherwin Williamsõ offer price of $106 
per shares represents a 42% premium 
over Valsparõs closing price of $74.61.

Similarly, Sherwin Williamsõ current 
offer price is also a 28% premium to 
its all-time high closing price.

A significant overlap in business 
operations will allow the pro forma 
company to recognize over $280 
MM in cost synergies, making the 
deal accretive immediately. 

Estimates of roughly 19.9% accretion 
in 2016E alone and 2017E of 16.0% 
accretion.

The pro forma company will see an 
increase in international revenues 
from 15% to 23%. With exposure to 
APAC and Australia accounting for 
11% of the combined entityõs total 
revenue.

Post acquisition, Sherwin-Williams will 
further diversify itõs product offerings 
into coatings and packaging. 

With enhanced technology 
capabilities, the pro forma company 
will be able to accelerate product 
innovation.

The combined entity will have 
expertise in resin technology, internal 
manufacturing, soft feel technology 
and hold over 49 Non-BPA patents.

1. Enhanced Diversification. 2. Product Innovation.

3. Premium to all-time 

high closing price.
4. Clearly Defined 

Synergies.
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Sherwin-Williams Valspar Corp. NewCo

Side by Side Analysis

Employees 15A

Revenue 16E
% 16E-17E growth

Enterprise Value
EV / 16E EBITDA

Equity Value

EBITDA 16E
% margin

Net Income
P / 16E EPS
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3.6%

$1,740
14.1%

$747
15.1%

$23,257 $6,151 

$25,015
14.4x

$1,035

22.5x

$400

15.4x

$8,006
10.7x
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Fa i r  Va lue  of  Va lspar  Corpora t ion
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Valuation Summary ðFootball Field Analysis
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Fair Value Estimate: 

$99.10 per Share

Current Price: 

$74.61 Share

Current offer Price: 

$106 per Share

Large Cap Mid Cap DCF Market

Concluding

Thoughts

Å Fair value estimate of Valsparõs Shares is based on the average of the median valuations 

based on each methodology (DCF / Comps / Deal Comps)

Å Fair value estimate of $99.10 is a ~6.5% discount to current offer price of $106 per Share

Å Target Price of $99.10 per Share represents a 32% premium to the January 27, 2016 

closing price of $74.61 per Share

Deal Comps
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ANALYSIS OF POTENTIAL  VALSPAR MERGER
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Illustrative Acquisition Scenarios 

(US$ in millions, except per share amounts)

P / E

Amount Standalone w/ Synergies

Target share price $74.61 

Offer premium 42%

Offer price per Share $106.0 21.9x 20.1x 

Fully Diluted Shares 

Outstanding
82.4

Equity Purchase Price $8,739 

(+) Debt 2,041

(-)  Cash (186) EV / EBITDA

Enterprise value 10,594 14.2x 12.1x 

Historical Trading Multiples / Offer premium to 52-week price Purchase Price Assumptions on current Offer

Illustrative Acquisition Matrix

E
B

IT
D

A
E

P
S

Valspar Corporation Sherwin-Will iams

Current Offer Premium

(US$ in millions, except per share amounts) - 42% 50.0% 60.0% 70.0% Current

$74.61 $106.00 $111.92 $119.38 $126.84 $252.25

Premium / (discount) to:

52-week high ($88.16) -15.4% 20.2% 26.9% 35.4% 43.9% -13.7%

52-week low ($70.82) 5.4% 49.7% 58.0% 68.6% 79.1% 15.2%

1-month VWAP ($80.17) -6.9% 32.2% 39.6% 48.9% 58.2% 0.5%

1-year VWAP ($81.48) -8.4% 30.1% 37.4% 46.5% 55.7% -4.9%

Equity Value $6,151.37 $8,739.38 $9,227.06 $9,842.19 $10,457.33 $23,257.45

Enterprise Value $8,006.50 $10,594.51 $11,082.18 $11,697.32 $12,312.46 $25,014.52

Valuation multiples Metrics Multiples Metrics Multiples

EV / EBITDA

FY 2016E $747.2 10.7x 14.2x 14.8x 15.7x 16.5x $1,740.3 14.4x

FY 2017E $793.2 10.1x 13.4x 14.0x 14.7x 15.5x $2,247.0 11.1x

P / E

FY 2016E $4.85 15.4x 21.9x 23.1x 24.6x 26.2x $11.22 22.5x

FY 2017E $5.21 14.3x 20.4x 21.5x 22.9x 24.4x $14.67 17.2x

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

10.00x
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14.00x

E
V
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B
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A
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6
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7
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)

EV / EBITDA Premium offer / discount (standalone)

w/ Synergies

No Synergies
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Accretion Waterfall Chart & Table: Pro Forma NewCo.
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Acquirer Fully 

Diluted Shares 

Outstanding

+

New Shares 

Issued in 

Transactions

$13.4

$11.2

(US$ in millions, except per share amounts) 100% Cash

Offer premium 40% 50% 60%

SHW- Standalone

SHW % accretion / (dilution)

PF FY 16E EPS $11.2 $13.4 $13.3 $13.2 

PF FY 16E EPS accretion / (dilution) % 19.9% 18.8% 17.6%

PF FY 17E EPS $14.7 $17.0 $16.8 $16.7 

PF FY 17E EPS accretion / (dilution) % 16.0% 14.8% 13.6%

Sherwin-Williams(SHW) Ownership 100% 100% 100%

ValsparCorp. (VAL)Ownership 0% 0% 0%

1
Assumptions(US$ in millions, except per share data)

Á Purchase price based on 42% premium of January 27, 2016

Á EBITDA and EPS assumptions based on historical data

Á Valspar Corp. existing debt is rolled-over to the pro forma 

company, with no change of control premium

Á Sherwin-Williams would use cash on hand to finance cash 

consideration while maintaining a $100MM minimum cash 

balance, and issue unsecured notes at 3.9% interest rate to cover 

any shortfall (historical weighted average rate on Senior 

Unsecured Notes) 

$US assumed premium paid of paid of 40%-60% on the closing Jan 27, 

2016 stock price, using transaction considerations
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Debt Structure Post Acquisition

(US$ in millions, except per share amounts) 100% Cash

Offer premium 40% 50% 60%

Sherwin-

Williams 

Standalone

Credit Statistics

PF debt $1,963.0 $12,424 $13,039 $13,654 

PF net debt Metric $1,757.0 12,032 12,648 13,263 

Total debt / PF 2016E EBITDA $2,479 1.1x 5.0x 5.3x 5.5x 

Total debt / PF 2017E EBITDA $3,112 0.9x 4.0x 4.2x 4.4x 

Å Potential multiple rating downgrades if premiums exceed 60% -> 

Debt/EBITDA of 5.5x 2016E and an Altman Z-score of 2.3 for 2016E

Å Our current estimate of a sustainable Debt/EBITDA pro forma for the 

transactions w/ synergies is roughly 5.0x-5.3x

Å Anticipate a rapid deleveraging with the use of strong FCF generation 

potential divestitures, and low ongoing CapEx(~2.5% of total pro-forma rev.)

Å At the current offer, Sherwin-Williams should be able to reduce total debt by 

1B in year 1 and reduce Debt/EBITDA down to 3.0x by 2019

Å If management does not issue any share repurchases / engage in further 

M&A, we see a moderate downgrade in senior unsecured issuance to BBB 

and a return to A rating within 2-3yrs.

$0

$100

$200

$300

$400

0

20

40

60

80

02/2013 02/2014 02/2015 02/2016

Default prob. remains within 0.023%

SHW-CDS 5Yr Mid (Left) SHW-CDS 1Yr Mid (Left)

SHW-NYSE (Right)

0.00

50.00

100.00

150.00

200.00

1/1/2016 6/23/2021 12/14/2026 6/5/2032 11/26/2037 5/19/2043 11/8/2048

Issuer Curve (Spread to Treasury)

8.2x 

8.0x 

9.5x 

10.2x 

10.8x 

11.5x 

-

2.0x

4.0x

6.0x

8.0x

10.0x

12.0x

14.0x

8.2%

8.4%

8.6%

8.8%

9.0%

9.2%

9.4%

9.6%

9.8%

10.0%

2016 2017 2018 2019 2020 2021

E
B

IT
D

A
 /
 I

n
te

re
s
t 
E

x
p

.

F
re

e
 C

a
s
h

 F
lo

w
 M

a
rg

in

Strong FCF Generation and Interest 

Coverage Post Merger

Historical 3Y 

Avg ~ 8.6%



12SOURCES : Valspar 2015 Financial Statements, Sherwin-Williams 2015 Financial Statements, Bloomberg, Thomson ONE Reuters, FactSet

ANTI- TRUST & F INAL RECOMMENDATIONS
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$4.4B

Antitrust Regulations with DOJ/FTC ðPotential Divestiture 
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Remains Fragmented
All others (more

than 7,500 firms)

PPG Industries

Sherwin-Williams

Valspar

RPM International

Akzo Nobel

Axalta

Nippon

BASF

15%

Wood CoatingTotal

2015 Revenue 
Contribution

Å Probability of a 2nd request for information is low:

Å The market is moderately concentrated pre 

and post merger at an HHI ~ 2101

Å The HHI point increase is below the 200 

point threshold at 86.24

Å Likely divestiture plan, if needed, is a sale of the 

Industrial Wood Coatings segment considering pro-

forma market share of >40% creating anticipated 

anti-competitive behavior concerns.

Å In the contingency case of the FTC issuing a 

Consent Decree, divestitures of <$650MM would 

be needed (17% Wood Coatings of 2.7B 2015A Rev)

Å ~ Divestitures of $459MM drops transaction price 

by a rough maximum of $7 per share.

$99/Share
($7 less per share)

CounterCurrent

Offer Price 
(Current Offer $106)
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Recommendation

$106 in Cash per 

Valspar Share

Price Adjustment 

Mechanism 

Maximizes 

Certainty

Expected Timing 

and Expedited 

Approval

Key Benefits & 

Considerations for 

All Stakeholders

Å Added diversification of product mix / geographies

Å Provide scaled platform to enable growth in APAC

Å Extend product offerings / improve technological capabilities

Å Annual cost synergies of 280MM expected to be achieved by 2018

Å Utilize low cost of capital to enhance top line / earnings growth

Å Implied market cap of approximately 8.7B and EV of approximately 10.6B

Å Sherwin-Williams will have to issue 8.9B of senior unsecured notes to fund the deal 

Å Implied multiples of 14.2 CY 2016E w/o synergies and 12.1 CY 2016E w/ synergies

Å Current offer is expected to be accretive immediately at roughly 19.9% in 2016Eand 

16.0% 2017E 

Å Currently anticipate little to no regulatory hurdles (HHI ~ 2101, Point Increase ~ 86.24)  

Å Under the terms of the merger agreements, in the unlikely event that there is regulatory 

hurdles, minimal divestiture would be needed

Å The divestitures currently estimated in such a situation would be approximately $459MM 

of 2015 revenues, with the transaction price being adjusted to $99 per Valspar Share

Å Expected unanimous approval by board of directors from Valspar and Sherwin-Williams

Å Current offer provides a 42% premium above closing price on Jan 27, 2016 of $74.61

Å Closing is subject to the expiration/termination of the waiting period under the U.S. 

Hart-Scott-RodinoAntitrust Improvements Act
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Company Profile : Sherwin-Williams

Sherwin-Williams

Financial Information (2015)

($USD in Millions)

Business Description

Business Segments & Product Lines

52-Week Stock Price

SherwinWilliams is a leading paint and coatings

manufacturer,headquarteredin Cleveland,OH.

The company engages in the business of

production of distribution of paint and coating

through three business segments; (1) Paint

Stores Group and (2) The Consumer Group and

(3) Global FinishesGroup.

The company has international operations and

established foreign subsidiaries accounting for

16% of its total sales.Market Cap: $23,257

Cash: $206

Long Term Debt: $1,963

Revenue: $11,339

EBITDA: $1,817

FY 2016E Revenue: $11,972

FY 2016E EBITDA: $1,740

FY 2017E Revenue: $14,965

FY 2017E EBITDA: $2,247

Headquarters :             Cleveland, OH 

Employees : 34,561

Founded :                                          1866

Å Paint Stores Group : Comprises of 4,000+ company operated speciality paint stores in the US,

Canada,Puerto Rico,Virgin Islands,Trinidad & Tobago, St. Maarten, Jamaica,Curacao,Aruba and

St. Lucia. The group is responsible for promoting and selling Sherwin-Williamsõbranded paint,

coatingsand related products.

Å Consumer Group : The group develops, manufactures and distributes a variety of paint, coatings

and related products to third party customersprimarily in the USand Canadaand the Paint Stores

Group.

Å Global FinishesGroup : The group develops, licenses,manufactures,distributes and sellsa variety

of protective and marine products, automotive finishesand refinish products, OEMproduct finishes

and related products in North and South America,Europeand Asia.

Å Latin America Coatings Group : The group develops, licenses,manufactures,distributes and sellsa

variety of architectural paint and coatings, protective and marine products, OEM product finishes

and related products in North and South America.

Å Administrative Segment : Includes the administrative expense of the companyõscorporate

headquarters site interest expense, interest and investment income, certain expensesrelated to

closed facilities and environmental-related matters and other expenseswhich were not directly

associatedwith the ReportableSegments.

Christopher Connor        

John Morikis    

Sean Hennessy      

Robert Davisson  

George Heath

Timothy Knight            

Chairman & CEO

President & COO

SVP & CFO 

President, Paint Stores

President, Global Finishes

President, Latin America 

Management Team
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Company Profile : Valspar Corporation

Valspar Corporation

Financial Information (2015)

($USD in Millions)

Business Description

Business Segments & Product Lines

52-Week Stock Price

ValsparCorporation is the fifth largest company

in the global paint and coatings industry, based

in Minneapolis,Minnesota.

The company engages in the business of

developing, manufacturing and distributing a

broad range of coatings, paints and related

products through its two businesssegments; (1)

Coatingsand (2) Paints.

The company operates 57 manufacturing

facilitiesin 20 countriesacross6 continents.

Headquarters :              Minneapolis, MN

Employees : 11,083

Founded :                                      1806

Market Cap: $6,150

Cash: $186

Long Term Debt: $2,041

Revenue: $4,393

EBITDA: $707

FY 2016E Revenue: $4,612

FY 2016E EBITDA: $747

FY 2017E Revenue: $4,778

FY 2017E EBITDA: $793

Å Coatings: Coatings segment includes industrial and packaging product line. The segment offers a

broad range of decorative and protective coatings for metal, wood and plastic,primarily for saleto

original equipment manufacturing (OEM) customers in Africa, Asia, Australia, Europe, North

America and South America. Products include primers, top coats, varnishes,sprays,stains, fillers

and other coatingsusedby customersin a wide range of manufacturing industries.

Å Paints : (1) Consumer Paints: Product line comprises the largest part of our Paints segment. We

offer a broad portfolio of interior and exterior decorative paints, stains, primers, varnishes and

specialtydecorative products, such as enamels,aerosolsand faux finishes,used in both the do-it-

yourself and professional markets. (2) Automotive Paint Refinish: Primarily includes refinish paints

and body shop accessoriessold through automotive refinish distributors, automotive supply

retailersand body shops.

Å Other and Administrative : In addition to the main product lines within the Coatings and Paints

segments,the company manufacturesand sellsspecialty resinsand colorants. The specialty resins

and colorants are manufactured for internal use and for external sale to other coatings

manufacturers. Additionally, this group also sells furniture protection plans and furniture care and

repair products under the GUARDSMANbrand.

Management Team

Gary Hendrickson        

James Muehlbauer

Howard Heckes

Les Ireland     

Rolf Engh

Chairman & CEO

EVP & CFAO

President, Global Coatings

President, Global Consumer

EVP, General Counsel
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Company Profile : Valspar Corporation Business Segments

Product Lines 

sales mix) (
Products, Brand s and Distribution 

Sales: 

EBITDA: 

Margin: 

$2.7 billion 

$502 million 

% 20.1

Packaging 

(33%) 

General 

Industrial 

( %) 30

Coil 

(20%) 

Wood 

(17%) 

Á Beverage 

Á Food 

Á General Packaging 

Á Heavy Machinery 

Á Infrastructure 

Á Transportation 

Á Building Exteriors and Roofs 

Á Appliances and HVAC 

Á Manufactured Products 

Á Cabinets and Furniture 

Á Siding, Doors, Trim 

Á Professional 

FY 2015 

Financials 

Product Lines 

sales mix( ) 
s and Distribution Products, Brand 

Sales: 

EBITDA: 

Margin: 

$1.7 billion 

$220 million 

13.2% 

North America 

(62%) 

Australia/ 

New Zealand 

(15%) 

China 

(14%) 

Europe 

(9 ) %

Á Home Centers 

Á Mass Merchants 

Á Independent Hardware 

Á Company Owned Stores 

Á Masters 

Á Hardware & Independent 

Á Exclusive Retail 

Á Non-Exclusive Retail 

Á Project 

Á B&Q Stores in the UK 

FY 2015 

Financials 

Business Segments & Product Lines Based on 2015A Revenue (4.2B)
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Synergies Breakdown Detailed

Hard Synergies Expected Timeline

Global Industry Breakdown: Paints & Coating Innovative Product Mix
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Comparable Companies Analysis

Valspar Corporation

Comparable Companies Analysis
($ in millions, except per share data)


