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Kraft Foods Inc. splits in two… 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

With surprising results 

The long-announced split became official on October 1, but shareholders got a big 

surprise: it is Mondelēz, not the new North American grocery company Kraft Foods 

Group (KRFT) which has inherited the former Kraft Foods Inc. enormous debt! 
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Speaking in a conference call with investors on February, Kraft CFO David Brearton had 

clearly intimated that “Much of the cost [of the split] will be borne by Kraft Foods”; the 

debt would “migrate” to the grocery spinoff (see Kraft Union Network for March 28, 

2012).  

Information on the capital structure of the new grocery company was limited to a 

‘Preliminary Information Statement’ published on April 12 on the website of the US 

Securities and Exchange Commission “subject to completion and amendment”. The 

“selected historical combined financial data” on page 48 of this document (the whole 

filing can be viewed on the SEC website here) show a mere USD 27 million for a 

company with USD 18.66 billion in revenue and equity valued at USD 16.59 billion – 

virtually no debt to speak of. The same document speaks of an additional USD 10 billion 

in new debt taken on in the course of 2012 in connection with the split. Where did it go? 

Presumably to the parent company which renamed itself Mondelēz on October 1 (more 

on this below).  

Shares in the new companies were distributed to existing shareholders and began 

trading separately on October 2. But only on October 5 did the SEC publish the 

“Unaudited Pro Forma Consolidated Financial Information and Accompanying Notes” for 

Mondelēz International, Inc. 

The figures are available here 

http://sec.gov/Archives/edgar/data/1103982/000119312512416762/d420449dex991.htm 

What they show on page 11 (‘pro forma’’ as of June 30) are long 

term debt of USD 22.09 billion with total equity of USD 25.29 

billion – a debt-to-equity ratio of 87.3%, a substantial increase on 

the already substantial 76% which existed for the (whole) Kraft at 

the end of 2011. On December 31 2011, Kraft reported total debt 

of USD 23.095 billion, so virtually all of it has gone to  Mondelēz – 

but Mondelēz will have only two-thirds of the revenue of the 

former Kraft Foods Inc. to support the debt! 

This means that an enormous piece of the Mondelēz projected 

revenue of ca. USD 35 billion will be devoted to servicing the debt 

– it will be revenue in, interest out, leaving little or nothing for 

improved wages, pensions, investment in health, safety, and 

training etc., not to speak of research and development and 

capital expenditure. Kraft workers will pay the price through more attacks on wages and 

pensions, more redundancies, more outsourcing, more contract manufacturing and 

more attacks on trade union rights.  

 

http://cms.iuf.org/sites/cms.iuf.org/files/Kraft%20tUnion%20Network%2028032012.pdf
http://sec.gov/Archives/edgar/data/1545158/000119312512146220/d317589dex991.htm
http://sec.gov/Archives/edgar/data/1103982/000119312512416762/d420449dex991.htm
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The April 12 filing on the North American grocery spinoff contains details of the USD 6 

million in total 2012 target compensation for Kraft Foods Group Executive Officer John 

Cahill: USD 6 million for devising the finances of the split. Private equity veteran Cahill 

came to Kraft from Ripplewood Holdings, where he honed his financial engineering skills 

through a string of industrial catastrophes which nevertheless paid off handsomely for 

Ripplewood and its top managers (see More than a hint of the future….  in Kraft Union 

Network for December 9, 2011).  

The split has given birth to 2 cash cows for investors The new Kraft Foods Group 

announced a target dividend of USD 2 per share, for a dividend ratio of between 4.3-

4.5%, an increase of more than 50% over Kraft’s 2.9% dividend for 2011 at a time when 

Kraft’s grocery business has seen declining margins and gross profits: 

 

Kraft Foods Group target dividend is also 50% higher than the industry average! 

Mondelēz will squeeze workers to pay the debt, Kraft Foods Group will squeeze workers 

to pay its aggressive target dividend.   

Unions should be on high alert. 

 

Mondelēz – a pig in a poke? 

Pig in a poke - something that is bought or accepted without knowing its value or seeing 

it first 

Oxford dictionaries 

By September 17, shares in the two companies were already being traded “in advance” 

of the official launch on October 2. Yet, as we have seen, there was NO publicly 

available information on the capital structure (or anything else) of Mondelēz until the 

SEC filing of October 5, the last day of the first week of official trading in a major 

transnational food company!  

http://cms.iuf.org/sites/cms.iuf.org/files/Kraft%20tUnion%20Network%2009122011.pdf
http://static.cdn-seekingalpha.com/uploads/2012/10/2214541_13498743583668_1.png
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The absence of concrete information appears to have had no appreciable impact on the 

enormous quantity of media attention paid to the new company – far from it. Analysts 

and financial columnists blogged, tweeted and issued an endless stream of ‘buy’, ‘hold’ 

and ‘sell’ messages accompanied by generally empty speculation and hype, much of it 

presumably fueled by investors seeking to raise or lower the share price according to 

their strategies. 

One article alone stands out in identifying the real motor driving the year-long 

preparations to break up the company. 

http://www.chicagobusiness.com/article/20120922/ISSUE01/309229985/krafts-split-up-is-an-oft-

performed-play 
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