Sponsor:  Argo Management Partners (“Argo”)
Contact:  John T. Fitzgerald; email: jfitzgerald@argo-partners.com
Search for Private Equity Investment Opportunities

A Private Equity Search Fund raised by 2 Kellogg alums (’02) is seeking acquisitions in niche manufacturing businesses.  Part of the process involves extensive industry research and analysis.

We feel that industry research in a private equity setting can be extremely rewarding because the feedback is real-time, and in our case will most likely lead to the pursuit of an acquisition.  This is a great opportunity to get involved as part of an entrepreneurial team as they search for private equity investments.

Case Problem:

Argo has recently considered the purchase of several companies for sale in the pet products space.
  The industry seems to exhibit many of the characteristics attractive to a Search Fund investment.  In addition to relative non-cyclicality and a favorable demographic trend that should support increased spending in the industry, the supplier base is highly fragmented and generally unsophisticated.  

In general, Argo is looking for a stable company that may have enjoyed modest growth, but typically shies away from companies that would command a valuation that predicates the achievement of returns on substantial ongoing/future growth.  As a result, in order to generate a private equity rate of return, Argo is seeking an acquisition opportunity that allows for the use of some financial leverage – this in a lending environment where cash flow lending is all but non-existent and assets (current or fixed) are required to secure financing.  

Industry data indicate that consumers are not price sensitive, but the majority of retail outlets continue to compete largely on price – both as they sell to the end consumer, and also as they purchase from their suppliers. It appears as though the majority of manufacturing of pet products is labor intensive.  As a result, much of the production is done offshore and imported to the US market by independent distributors.    Many of these products are of relative low quality.  This relative low quality from competitors and lack of price sensitivity from the end consumer indicates and opportunity to go “up-market” with more attractive products at a higher price point.  

Using its search fund acquisition model, Argo is seeking a means by which to take advantage of this market opportunity while adhering to its investment criteria.   How can Argo make and investment in this industry while still providing adequate returns to its investors, as well as its principals through their carried interest?

About Argo:

Argo Management Partners is a search fund raised by two Kellogg Graduates from the Class of 2002.  Argo is seeking to make a single acquisition and its partners plan to assume the general management of the firm, following acquisition.  More information about the firm, its principals, and its investment criteria are available at its web site www.argo-partners.com.

� Argo has generally defined the space as all firms manufacturing/distributing non-food and non-pharma pet products.  Although Argo has not ruled out an investment in food or pharma, it is the firm’s feeling that those segments are perhaps better left larger, more sophisticated companies.  Argo welcome’s a challenge to this assertion.  











