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Basic-Fit (here in Utrecht) is another
example of 3i’s investment in the
discount-price space
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Action Stations: How 3i Shops for
Bargains in the Benelux

3i paid £134 million for a 45% stake in
Action’s holding company in 2011, 18 years
after the retailer opened its first store in
the city of Enkuizen in the Netherlands.
Six years later, 3i has already made £510
million from the investment thanks to four
dividend refinancings, and the stake is
worth £1.84 billion, according to 3i’s June
30 portfolio valuation—fractionally less than
the firm’s five next-largest investments
combined. In June, Morgan Stanley put a
value of £3.3 billion on 3i’s stake in Action,
based on an analysis of the company’s
expected future cash flows.

firm’s private-equity
research, said that one-off superstar deals
can be “brand-defining for years to come”.
Without commenting on particular deals,
he said such success stories can make a
hero of the person who led the deal and
may strengthen a firm’s hand in future
negotiations. On the other hand, the firm
may need to take pains to remind investors
that it is “a broad-aperture firm”, not a
specialist in any single type of deal. In the
long run, the single triumph matters less to
the firm’s prospects than the factors that
produced it, he said.

for money theme came
on our radar”, he said.

Since then, 3i’s consumer team in the
Benelux has stuck to its guns—not just
when it comes to the value-for-money
theme, but on Refresco itself. 3i reinvested
in the company, now listed in Amsterdam,
in 2010 and retains a minority stake.
Refresco last week received a bid from PAI
Partners that valued it at about €1.6 billion.
In 2010, 3i invested €84 million for a 20%
stake in the company, but it has reduced
its stake since then and now owns less than
5%, according to exchange disclosures.
(over p lease)
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“When you’re growing, complexity hits,”
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The “when it’s gone, it’s gone” mentality
is critical to Action’s popularity. According
to Q&A, of every 10 people that enter an
Action store, eight or nine make a purchase.
Most non-food retailers would be happy
with a conversion rate of 20% or 30%,
Mr. Quix said. Action doesn’t disclose its
conversion rate and a spokeswoman for 3i
declined to comment.
Value-for-money
While Action has gone from strength to
strength, 3i has continued to back new
investments around the value-for-money
theme. In 2013 it invested €97 million in
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Basic-Fit, a Netherlands-based gym chain,
valuing the company at €275 million. 3i
made £82 million when Basic Fit was listed
in the Netherlands in 2014 and has retained
a stake valued at £182 million as of June 30.
Before 3i invested in Basic-Fit, the
company’s founder Rene Moos had to be
convinced that the future lay in growing
the discount gym business, rather than the
more upmarket gyms he also owned.
“It took a while for him to get used to the
idea that maybe discount fitness was the
place to be, but the mid-market fitness
clubs were coming under pressure from
discount fitness clubs,” Mr. De Jong said.
“What you see in the consumer space,
not only fitness, is a trend of polarisation.
People like to buy value for money and
or the more luxurious items, and that is
coming at the cost of the middle.”
Basic-Fit offers family membership for
under €20 a month. While the chain offers
high-end equipment, spacious facilities and
popular group classes, “it does not have
the restaurant, the sauna, the bar”, Mr. De
Jong said. “Those items are very costly but
only very few people use them.”
Before the investment, 3i’s conviction that
the low-cost business model could be rolled
out internationally was central to the firm’s
pitch to Mr. Moos, who still owns a majority
stake in the company.
“You want the proposition to be as simple
as possible, so you can replicate it quite
easily,” said Mr. De Jong, who sits on the
board at Basic-Fit. “He saw that we could
scale the business internationally and he
liked the roll-out investment thesis we
had delivered in the past. When Basic-Fit
wanted to enter France we made sure they
spoke with the people from Action who
entered France a few years earlier.”
Action opened its first store in France in
2012; in 2016 it opened its 200th. In that
period revenue soared to €2.68 billion,
from €873 million. It is close to celebrating
the opening of its 1,000th store—a “1000
stores” page has already been created on
its homepage, presumably in readiness for
the milestone.
Action’s prospects from here may hinge
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on whether it can maintain the simplicity
of its business model and the homogeneity
of its ever-changing product range across
its stores as it expands rapidly, both
geographically and into new product lines
such as clothes and sporting goods.
“When you’re growing, complexity hits,”
Mr. Quix said. “Can you keep the business
as simple as possible?” He estimated that
Action will need to hire 10,000 people
to work in its shops, headquarters and
distribution centres over the next year.
“Finding 10,000 people in Europe, training
them and getting them engaged—that’s a
challenge.”
According to its website, Action had 35,000
employees at the end of 2016, an increase of
6,000 year on year.
When laying out the risks that could
cause 3i’s stock to underperform, Morgan
Stanley highlighted the risk that Action’s
store openings wouldn’t keep pace
with expectations, or that intensifying
competition will squeeze its margins.
Spectacularly profitable
Mr. De Jong declined to comment on 3i’s
exit strategy for Action. Many analysts
expect a stock-market listing in due
course. The investment has already proven
spectacularly profitable, but for anybody
considering 3i’s future post-Action, the
final return the firm makes from a single
investment may be less significant than
whether those riches stemmed from blind
chance or from an investment process that
will continue to deliver in future.
“It’s about the process—repeatabilty,
scalability,” said Mr. Jeddy at McKinsey.
“Process does not create stars; process
eliminates dogs. LPs are less interested in
the one thing you touched that became gold,
than the formula for your alchemy.”
For 3i, budget consumer deals in the
Benelux look set to remain an important
ingredient in that formula. The firm
announced its latest investment in April this
year, investing €200 million in Hans Anders,
a low-cost eyewear retailer. The chain has
more than 400 stores in the Netherlands
and in neighbouring countries, and has
designs on expanding across Europe.

