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Beer is one of the world’s oldest beverages, recorded back to the 6th millennium
A very important drink in many cultures
Family and microbreweries dominated around the world up untill the 20th century
The hunt for taste versus the hunt for profits

History Lesson:

The development of the beer industry in the B
“iea Th tory of S@Em %9

Today a global and fiercely competitive

5t beer
business - . 9,000 BC
Nwiﬂllcrwuiuhun
humans evolve from gy -
hunter-gatherers to
agricultrual fe. g
n c 7000 B¢ | Experts debate: was "ﬁ
Maalithic bworbrmm
proto-writing | reason
000 BC e 7,000 BC: Oldest known archasological eadence of brewing
c 3,500 BC: Oldest known chemical evidence of beer 2,400 BC
& 3,000 BC: Invention of the written word in Sumer. | Sumerians
Beer recipe found among sarfiest Sumerian tablets. invent the
3000 BC
& 2,900 BC: Recipe for beer A i
Inchided i Sumerian poem 1o ““nmﬂ the
Mansaki, the patron goddess of brewing laltouas
000 BE solids from

1,760 BC: standards lor brewing and serving brarwing.
baar inchiched in tha Code of Hammirabi

€ 1,300-1,000 BC:
In The Epic of Gilgamaesh,
one of the flrst keown
waorks of fiction, the
wild man Endilu
“dirank seven pitchers U
of beer, his heart grew
light, his face glowsed ﬁ
and he sang out with joy."
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Consolidation trends going even further

['he top 10 T Conpany Neme- ndusty | e e

Top Four Brewers Drive Consolidation

d their
2001 2005 2009
mar’ket Sha r‘e = Top four global market * Top four global market * Top four globalmarket
share: 21.7% share:35 6% share;41.8%
The top 4 * Several ofthe major brewers still have gaps in their globalreach: for example, all of the leading brewers
have a gap in Australasia and A-B InBev and Carlsbergboth lack a major presence in the Middle East

and Africa.

to d ay d ominati NE Top 4 Global Brewers Volumes SharesinBeerby Region 2009

Asia ‘Eastem Latin MiddleEast North W.
Other trends AUSIRIESR Europe
1.2%
Financial o
crisis impact |Corisberg 20% __02%

2009 Overview

« Consolidation effects evidentin Eastern Europe, Asia Pacific, Latin America and Western Europe.
» Fourbrewers each now have a global volume share of beer exceeding 5%.

» Globalvolume shares forthe top 10 brewersin 2009 range from 2.3%to 19.5%.
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* Emerging markets almost 50% of global growth (4.3% QI)

* Advanced economies weak growth, 2.5% compared to 3% from
last year.

* Developing economies projected a strong growth, but will decline
from 7.5% (2010) to 6.5% (2011)

* IMF figures usually over-
o e e GDP Growth
Opt|m|st|c SO we _ (percent; quarter over quarter, annualized) _ - 12
p - Emerging and -
estimate slightly weaker -

developing economies

s|ohal srowths \/\ : =
X : 7 20
- = \\i[/ April 2011 WEO R -2
af - -4
= Advanced g -6
o econom ies t_a
L i 1

i 5‘: i i i i i i i i i i
2007 08 09 10 11 12
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* 2010 - Beer brewers sales increase of 2.6% (2009 - 9.2%).
- Overall beer sales remain flat
- US beer sales down 1% (only growth seen in craft beers)
- US brewers 81% of US market share (imports gradually
increasing share) :
- Consumer still remain taste conscious Chma
- Beer industry performance correlated with economy

e Law and ethics:
- Stricter laws = drunk driving and smoking ban
- US Federal beer tax = 40% of retail cost of beer

- $18/gallon barrel (if produce <2million -->
discount $7 for first 60,000barrels).
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Problem: The maturing competitive
Beer Industry

* Diversity & Global Trends:
- 201 | global population 7bn --> el Eoad el B
in 2050 - 9.5bn (majority growth |
in developing countries)

- Wealth shifting to East&South
countries (Globalization)

- Changes in preferences and attitudes toward beer
consumption

Demand [units/ year)

* Technology:
* Advances --> necessary to maintain competitive advantage
& efficiency
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1. Malting

Ingredients
Y
TS LTy
/é‘-l-'-l-'-l-.- D ] > 5
Vieea
barley harvested heate-d + dried cracked
3. Boiling r 8 Mashmg
4. Fermgmg“ﬁ;on 5. Bottling & Aging
a° T.

'|'.=v';? 1

yeast (alcohol & co2)
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* The beer industry:
— Consumer non-cyclical

« Outputs
— Beer, measured in barrels

* Major trends
— Consolidation
— Shifting in preferences in emerging markets

— Shifting in preferences in developed markets

* Compound annual growth rate of 3,5% globally
different pictures

- Emerging markets showing strong growth with 6.8%
— Developed markets showing a negative growth of 3.4%
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Global per capita consumption heavily skewed towards

developed countries
— Global per capita consumption at 28| a year

— North America 75 |
— Western Europe 66 | ikTkien Kecibliteg, 2007
— China 30 | 0 10 20 30 40 S50 60
— Nigeria 10 | Bud Light -
Snow {range)
Changes... Budweiser |
- Growth changed in light of crisis .4
- Who drives the growth? il
— Distribution changes e &
— New segments o ik
. . !
Global beer? P
Miller Lite | |
Tsingtao T

Source: Plato Logic Limited
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* Where do we see growth!
— Emerging markets

— China the biggest consumer & producer

* Fastest growing international beer brand:
— Tuborg
— Premium segments rising

— Microbreweries — big business!’

B Volume (m hl)
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if all the beer consumed in the US
in the US in one year were in were sold at your local

BEEL CANS PUB""
Y US pint price of
nt.parIEE

it would cost

If all the beer consumed

US brewers use

m:::h.. wheat and barley E“B“I*LLION
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* Outperformed index — does that count?

Outperformed the Morgan Stanley Capital International Europe Index (MSCI) by 16% -

but underperformed the market

Sector is estimated to trade around 30% premium to the index

Strong relative performance the last years

Top-line prospects accelerating
Earnings growth affected by grain prices

Decrease in consumption from 374 .

Sales in Europe:
« €110bn 15% 4
* 2.1 mn jobs
* 17% of production is exported
* 10% of consumption is imports

=15% <

0

15-Jan-

s

29-Jan-

Stock Appreciation 2010

The European Beverages sector outperformed the
market by 16% in 2010...

e s g v e oy g e pE E g e e g e wm ee gm e
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* Strong growth

* Double-digit for all major Asian emerging markets

e Number one
consumer of beer

* Accounted for 37.7%
of global
consumption in 2010

Growth Index 2003 =100

160 ;
150 +
140 -
130 4
120 4
110 4
100 4

Beer Growth Index

2003 2004 2005 2006 2007

2008  2009F

— Global Beor — AL
— North Amernca Latin Amerca

— et Europe

Source Canadesn
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* 95% of beer is water
* 3rd most popular drink (after water&tea)

* Easy to make, but standards are high

“+ il -

.ﬁ'ﬂx L g d . *One of the healthiest drinks
' ~ | 0 fats & cholesterol

- 94 calories (as in other drinks)

- Contains vitamins (barley when

malted --> vitamin B)

- Fibre, antioxidants and minerals -

silicon

- Low in sodium(salt) and high in

potassium

Tuesday, 9 August 2011



YoY % change of main commodities affecting beer companies

130%

125% )
- Forecast to raise next decade
(40% by 2020 - global cereal
108% 102% .
stock in lowest)
675, - Guilty:
34%
9%
B

-Unfavourable weather
-Catastrophe in Japan
-Political uncertainty Africa &
Near East

-Strong increase oil prices
-Uncertainty financial mks
and global economy

65%

46%

43% 35%
27%
22% ]
0%

CARMI CF&Bl Barley Maize (corn) Wheat Aluminium Rice

* CARMI - Commeod. Agri.Raw Material Index
* CF&BI - Commod. Food&Beverage Index 16
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* Corporate responses/strategies:

-Consumer price increases
- need of strong consumer loyalty to ensure sales

-Cost-cutting
- absorbing costs = cost-cutting

-Supply chain M&A and strategic alliances
- fix price purchasing with commodity derivatives
- forward-buying --> to minimize value at risk
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Packaging

Tax
Sales&Marketing
Production

Malt

Minor ingredients
© Adjunts

Hops

Costs Breakdown Large Brewery
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B COGS Margin
W Gross Profit Margin

Gross Profit & COGS Margins as % of Revenues
100%

75%

50%

25%

AB InBev Carlsberg Heineken SABMiller
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Intensity of Rivalry

High concentration; high

innovation
Substitutes Growing substitute industry; low
switching cost
Bargaining power of Small suppliers relative to
Suppliers brewers
Bargaining power of Consolidation of industry;
Buyers distribution connected to

retailers

Threat of Entry

High capital requirements,
economies of scale, closed
distribution channels, high
government regulation

Overall market

20
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