
 

PAULSON EXCHANGE
681 17th Ave NW, Issaquah, WA

425-830-0867

kris@paulsonexchange.com

C off e e  S h o p s ( S p e c i a l t y )

NAICS
722515

SIC
5812-28

I N D U S T RY  D E S C R I P T I O N

This U.S. industry comprises establishments primarily engaged in (1) preparing and/or serving a specialty snack, such

as ice cream, frozen yogurt, cookies, or popcorn or (2) serving nonalcoholic beverages, such as coffee, juices, or

sodas for consumption on or near the premises. These establishments may carry and sell a combination of snack,

nonalcoholic beverage, and other related products (e.g., coffee beans, mugs, coffee makers) but generally promote

and sell a unique snack or nonalcoholic beverage.

R U L E S  O F  T H U M B

EBIT 

3x  

EBITDA 

2 .5x  

ANNUAL SALES INCLUDES INVENTORY 

40% 
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E X P E RT  RAT I N G S

SDE INCLUDES INVENTORY 

2 .2x  

VA LU AT I O N  M U LT I P L E S

Acquisition multiples below are calculated medians using at least three US private industry transactions completed

between 11/1994 and 4/2018 and are based on middle-market transaction where the market value of invested capital

(the selling price) was less than $1B. Data updated annually. Last update: April 2018.

Valuation Multiple (Median Value)

• MVIC/Net Sales: 0.51

• MVIC/Gross Profit: 0.86

• MVIC/EBIT: 10.05

• MVIC/EBITDA: 8.07

MVIC (Market Value of Invested Capital) = Also known as the selling price, the MVIC is the total consideration paid

to the seller and includes any cash, notes and/or securities that were used as a form of payment plus any interest-

bearing liabilities assumed by the buyer.

Net Sales = Annual Gross Sales, net of returns and discounts allowed, if any.

Gross Profit = Net Sales - Cost of Goods Sold

EBIT = Operating Profit

EBITDA = Operating Profit + Noncash Charges

Source:  DealStats (formerly Pratt’s Stats), 2019 (Portland, OR:  Business Valuation Resources, LLC). DealStats is a

robust online database of acquired private company transactions sourced from business brokers, M&A advisors, and

SEC filings. Learn more at www.bvresources.com/dealstats (http://www.bvresources.com/dealstats) or visit 

www.bvresources.com/contribute (http://www.bvresources.com/contribute) become part of the Contributor Network.

P R I C I N G  T I P S

The value of a coffee house is repeat business from a loyal customer base. Ensure that all vendor contracts will convey

or transfer.

Recognize that profitability is key to determining overall value of the operation. A well-run, mature coffee house can net

to the owner in excess of 20 percent of gross revenue.
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AMOUNT OF COMPETITION

3 .20  ( Low=0 .00  :  H igh=4 .00 )

INDUSTRY TREND

3 .60  (Dec l i n i ng=0 .00  :  G row ing=4 .00 )

HISTORICAL PROFIT TREND

2 .40  (Down=0 .00  :  Up=4 .00 )

MARKETABILITY

2 .60  ( Low=0 .00  :  H igh=4 .00 )

EASE OF REPLICATION

1 .00  (Easy=0 .00  :  D ifficu l t=4 .00 )

LOCATION AND FACILITIES

2 .80  ( Low=0 .00  :  H igh=4 .00 )

AMOUNT OF RISK

2 .40  ( Low=0 .00  :  H igh=4 .00 )

B E N C H M A R K  D ATA

Benchmark Data

Specialty coffees represent 37% of U.S. coffee cups and are considered the highest quality in the world. The retail

value of the U.S. coffee market is estimated at $30-$32 billion, with specialty comprising approximately a 37%

volume share but nearly 50% value share.

Drink COGS should not be higher than 28% inclusive of all paper-goods costs.

Expenses (% of Annual Sales)

• Cost of Goods: 28%

• Occupancy Costs: 10%

• Payroll/Labor Costs: 25%

• Profit (pretax): 20%
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Data for Statistics, Products and Services Segmentation, Major Market Segmentation, Industry Costs, Market Share,

and Employment Size used by permission IBISWorld https://www.ibisworld.com (https://www.ibisworld.com) 

Q U E S T I O N S

What is your average ticket sale? What marketing efforts are currently in place? Have you measured customer loyalty?

Are your employees cross trained?

G E N E R A L  I N F O R M AT I O N

"The key to this business is growth through differentiation from the single largest competitor in the industry-Starbucks.

Pay close attention to rental rates of space, and verify that service is available for your espresso equipment. Also,

remember that coffee is a product of convenience no matter how good the product is, so the potential customer base

within the pull radius of your location is critical to the location's viability.

"Americans have always loved their coffee, but the days of a simple 'cuppa Joe for a dime' are long gone. Thanks to

Dunkin' Donuts in the '50s and the ubiquitous Starbucks in the '90s, millions of coffee lovers stand in line daily, willing

to part with the better part of a sawbuck for a latte, espresso, or cappuccino. Starbucks is still the industry leader, but

there are plenty of franchises who have found a way to cash in on the coffee revolution."

Source: Franchisehelp www.franchisehelp.com (http://www.franchisehelp.com)

I N D U S T RY  T R E N D

"63% of American adults drink coffee daily, according to the NCDT (National Coffee Data Trends), steady with 2018

consumption. 'Coffee is America’s most beloved beverage –and for good reason,' said William (Bill) Murray, NCA

President & CEO. 'New consumer values have changed the game for coffee. But the industry is adapting –and thriving–

by embracing innovation and transparency.' From sustainability to wellness, these realigned priorities mean that

consumers are paying more attention to what’s in their cup than ever before. And while we’re not seeing a significant

change in the quantity of coffee that people are consuming, there is a clear change in the quality and consideration of

each cup. Most tellingly, in 2019 the share of gourmet coffee consumed past-day reached a new high of 61%. 

"This shift is also seen in emerging consumer behavior patterns. Driven by younger coffee drinkers, we’re seeing a

gradual but steady increase in the share of coffee prepared out-of-home and consumed after breakfast.The under-40

demographic is a formidable force in the coffee market. They’re driving remarkable growth in cold brew and ready-to-

drink and are also demonstrating exciting growth trends. Considering how recently they’ve reached mainstream

markets, awareness of these beverages is high –80% and 89% respectively. Both of these categories offer opportunities

for innovation, from preparation methods to functional ingredients."
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Source: "Coffee at a Crossroads: National Coffee Association USA Shares 2019 National Coffee Drinking Trends," March

9, 2019, http://www.ncausa.org/Portals/56/PDFs/Communication/20190309_NCA_News_NCDT_Atlanta.pdf (http://

www.ncausa.org/Portals/56/PDFs/Communication/20190309_NCA_News_NCDT_Atlanta.pdf)

E X P E R T  C O M M E N T S

While it is relatively easy to start a coffee house business, especially in relation to other types of food establishments, it

can be a higher risk type of business due to the perceived simplicity of the business. Historically, specialty coffee

establishments have participated in a high-growth industry segment and consequently have greater than average

interest from potential buyers who are looking for a business.

F I N A N C I N G

3 years

D I S A D VA N TA G E S

Common disadvantages are similar to all food and beverage: the need to manage all your variable costs (COGS and

wages most importantly).

Independent coffee houses have a difficult time competing against the more established and better operated chains

and corporate stores (i.e., Starbucks). The perceived ease of entry into the business has resulted in many independent

coffee houses starting in an under-capitalized state.

A D VA N TA G E S

Coffee is a fast-growing business that is fairly recession proof. Low cost of entry and relative ease of operation as

compared to other food and beverage businesses.

R E S O U R C E S

National Coffee Association of USA (NCA) - http://www.ncausa.org
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Specialty Coffee Association (SCA) - https://sca.coffee
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