Supernova Student Research

This report is published for educational purposes only

by students competing in the
ICFAS Investment Research Challenge.

Food & Beverag

Davide Campari S.pa.

Date: 26/02/2010

Ticker: Reuters/Bloomberg CPR.MI/CPR IM

Recommendation: Accumulate
Price Tabr

Price: € 7.57
CPR vs FTSEMib Get ready for the party!
140
120 1  We initiate coverage of Campari with an accumulate rating and a target price
100 | of ,€ a8.152. 3% upside from current s
80 and execute acquisitions and focus on spirits and brand preumisation have brought
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Main shareholder Alicros S.p.a. (51.0%) DPS () 0.11 011 0.12 0.12
2nd shareholder Cedar Rock Capital (10.1%) FCF yield (%) 5.78 9.28 6.19 7.15
Free Float (%) 37.8 P/E adj (X) 11.00 15.23 16.02 14.33
52 weeks price range ( BB9-757 EV/EBITDA (X) 8.01 10.81 10.58 9.51
Beta 0.85 ,
Relative performance vs Revenue (U0) 942.3 1024.9 1089.4 1150.5
FtseMib EBITDA( U ) 214.7 250.9 278.0 294.4
12m (%) 28.65 EBIT( U) 195.4 226.6 249.9 263.7
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Relative performance vs FCF/Ebitda (X) 0.65 0.97 0.67 0.68
Dj Stoxx Euro F&B .
Debt/Equity (X) 0.29 0.37 0.31 0.34
12m (%) 210 NetDebt/EBITDA (X 152 222 1.71 1.14
3m (%) 1.8 etDebt ) . . . .
1m (%) 3.15 ROIC/WACC (X) 131 1,27 1,28 1,34
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Investment summar

We begin our coverage of Campari, with an accumulate rating and a 2010 year end targetp r i ¢ e
offering a 123% upsi de. We expect management 6s focus
acquisitions to have positive contribution to growth and margins in 2010. Although highly unlikely and back-
end loaded, we cannot rule out further upside to our stock price in case management continues its acquisition
strategy in 2010.

Management ‘tosmaka good acquiyitions and its effective marketing and premiumisation
strategies have brought Campari to the sixth place among the top ten players in the spirits industry. Sales of

of

Campari 6s main premium spirits brands (18% of

last three years, more than offsetting recent weakness from wines, soft drinks and other spirits brands.
However, its exposure to mature markets is lofty (83.9% of sales in 2009) and, though declining, it is still
higher than its main competitors average, creating concerns about future organic growth relative to its peers.

We expect 2008-tipop tine CAGR to be 6.9%: 2.2% organic growth, 4.5% external growth,
0.2% exchange rate effect. It will be mainly driven by premium spirits brands and an overall restocking
process. Margins will benefit from increasing contribution of premium spirits to sales mix and cost control (as
per management guidance). We estimate EBIT margin to increase by 70 bps to 22.9% by the end of 2011
compared to 22.2% in 2009E and 20.7% in 2008. Net income margin will increase by 140 bps to 14.9% by
the end of 2011 compared to 13.5% in 2009, the effect will be more pronounced than for EBIT margin thanks
to a substantial deleveraging and consequent decreasing of net financial interest burden. EPS is expected to
grow with a 11% CAGR in 2009-11.

After 2009 acquisitions of Wild Turkey and Odessa (total cash outlayof € 432 m) , mana
2010 goal is deleveraging. We esti mate Campari 6s debt f i mlyihe
end of 2011 within its banks covenants of 3.5x Net Debt/EBITDA. By then, the company will be able to make
new important acquisitions (see Figure 1).

Our evaluation is based on a three pronged approach. First, we value Campari using DCF analysis
assuming two scenarios: organic growth with external growth and organic-only growth. Second, because of
C a mp aacquigitien strategy, we value Campari using Return on Invested Capital (ROIC) based on the
expected profitability and the impact on invested capital of future acquisitions. Finally, we estimate
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Campari 6s value based on r el Bctalculated asrthe Weightep dveeageafn al y s i

the three valuation methods.

Nevertheless, we believe there are risks to our investment thesis. Conservative management and main

sharehol derds control of the company may | i mit

lower dimension relative to peers may put pressure on growth and margins in case of market leader(s)
irrational competition. In fact, Campari has less scope for action being its EBIT margin lower than market
leader Diageo (28.3% 2010E EBIT margin) and Pernod Ricard (28.7% 2010E EBIT margin) . Finally, Cedar
Rock Capital, its second largest shareholder with 10% stake, may be an overhang on the stock and be a source
of volatility for the stock in the near term.

ext

In the other headings section of our report we evaluate compaed cOmpar

to Italian listed companies using a proprietary methodology. Since Campari operates in a highly Corporate

Social Responsibility (CSR) concerned industry, we al so consi der companyods

qualitative comparisons with its peers.

Figure 1: C a mp a DebtFisanced Investment Potential at Figure 2: Major F&B Competito r s ' NEaByin Evolution
the EndoftheYe ar )( € m
600 32%
500 — mBeing inside target ~ 30% 2006
NetDebt/EBITDA 289
400 2.2X 2007
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200 22%
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VSREEROVEREW\A/hat Campari Is and What Campari Does

Figure 3: Segment
Breakdown- 9m 2009
Soft

Drinks — 1%
11,6%

Wines
13,8%

Other

SourceeCampari 0s cop

statements

Figure 4: Regional
Breakdown - 9m 2009

Italy
39,3% Europe

22.7%

RoW
7,2%

Campari Group is a leading global producer and distributor in spirits wines and soft drinks; currently
it is among the top ten worldwide in sales with a portfolio composed of many international and local brands.
As for its competitors, spirits represent the most important market and the highest contributor to total Sales
and EBIT. Furthermore, an effective premiumisation strategy can be applied to spirits, leading to higher
margins than other segments. This is the main reason f o r  C a foqusaon theGaguisition of companies
with premium spirit brands.

In the early 90s, Campari Group faced a strategic choice: either to grow through acquisitions or fall back
and defend a niche market. In light of that strategic choice, Campari started an intensive external growth
strategy in 1995 completing more than 16 significant acquisitions(see Appendix 7); moreover, in the 90s, the
beverage industry strategy changed: the pace of consolidation accelerated in Italy as well as in other countries
and global groups managing large brand portfolios emerged, altering the world beverage industry landscape.
Dramatic shifts in brand ownership and intense M&A activity took place as sector players sought to minimize
cost and strengthen their competitive positioning. The action of current Chief Executive Officer Bob Kunze-
Concewitz, who joined Campari Group as Group Marketing Director in October 2005 and appointed CEO in
May 2007, demonstrates a strategy of continuity from the Group.

Thankst o management d6s ability to execute the
portfolio geographically. Today Campari distributes its products in more than 190 countries and is first in
Italy and in Brazil for revenues, and has strong presence in the USA and Continental Europe.

Although Italy is the biggest market by sales, its relative relevance has decreased over the last 10 years. The
Company has focused continuously on foreign acquisitions, widening its geographic exposure (Italian sales
were 57.4% in 2000 and today are 39.3% of total sales).

Arong:iegas Brazil USA Ten years of M&A activity and brand internationalization, have made Campari one of the main global
31% 5,8% 21,9% players in the alcohol beverage industry.
Source:Campari 6s c
statements
LIRGTATEEWVE Consolidation rhymes with Premiumisation
The alcoholic beverage market grew +6% YoY in 2007 and +2.6% YoY in 2008, reaching sales of US$1.4tn
with +2.5% 2004-08 CAGR. Growth rates varies across regions and product categories.
Figure 5: Alcohol Campari is a blue chip company dealing mainly in spirits (73% of sales in the first 9 months of 2009). Soft
Consumption drinks and wines are a smaller percentage of its revenues (11,6% and 13.8% respectively). Therefore, we will
focus our analysis mainly on the spirits market.
Beer
42,7% Spirits: a more cyclical profile
Others Spirits market is more correlated with the economic cycle compared to other beverage markets. Therefore, it

0%

Wine /

16,9% -
Spirits
39,5%
SourceCampari 6s c
statements

offers a higher upside potential during economic recovery.

Global Spirits market grew 2,1% CAGR in 2004-2008 period, reaching a total amount of $205.3bn
(Datamonitor). In the first half of 2009, Sprits market suffered of destocking, caused by the global recession
and only in 4Q 2009 firms started to see profits picking up as the economy rebounded.

Spirits global market is fragmented, (Market leader Diageo has a market share of 5.8%) and it is the center of
a fight where market |l eaders strive to penet
ibranded marketo is sticky as c o mndsherefor itis verl difficelt
to take away market share from other competitors.

Global players implement different strategies to improve market share:
1  Merger and Acquisition (M&A) of branded spirits companies or acquisition of spirits brands;
9  Penetration of markets with higher concentration of unbranded spirits, with their own branded
spirits;

acqui si

rate
high

1
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1 M&A of unbranded local spirits companies and the transformation of their brands into Premium
spirits, usually through massive Advertising and Promotional (A&P) expenses. This strategy called
Aipremi umi sationod i nsenarggnases prices and expand

So far, M&A has been the main competitive strategy which is usually the gateway to implement effective
premiumisation strategies and increase geographic diversification.
Figure 6: Spirits Market

Breakdown In particular, the recent trend in M&A shows acquisitions are focused on premium brands and usually
International associated with high multiples (e.g. Pernod Ricard paid >20x EV/EBIT to buy Absolut Vodka).
Branded premium
local spirits; spirits; 12% Another trend is expansion in emerging markets (especially in South America and Asia), which are
21% - characterized by higher economic growth. (See table)

Wines and Soft Drinks Description
Since 2009 the wines sector growth has been suffering from destocking, the growth rate is set to slow down
at 1.7% in next three years as sales in Europe and Russia show the consequences of distributors low delivery
and warehouse allocation. Otherwise the Soft Drinks sector still grow with high rate (2.7% global market
value CAGR, 1% ltalian market CAGR) and assure high operative margins for whole industry. From a
geographical point of view we can observe in Appendix 9 that the main market for Wines is and will be US
market, while Europe market for Soft Drinks.

Unbranded
local spirits;
67%
SourceCampari 6s
consolidated statements
Therefore, from a growth standpoint, the main drivers are:
1T M&A;
1 premium products;
1  expansion in emerging markets.

In Appendix 8 we present further detailsofi ndustries and Campari és osnpirits
and in Appendix 9 we give further details on worldwide markets growth.

Competitive positioning [OE1ngleEIHERNEU R (el g

Figure 7: Company’s

Geographical Positioning Campari grew organic sales by 2% in 3Q09, well ahead of its peers that reported growth between -4% and -
11%.The growth was mainly owing to the Wild turkey acquisition and the increase in aperitif sales in
00% r—— — — — Germany, ltaly and Austria. The group also benefited from Skyy vodka sales in US and by an initial
RoW restocking in US and Brazil.
90%
80% A small predator
In the last 15 years Campari was carrying out an intensive M&A strategy that allowed them to become n.6 in
70% Asia global spirits sector ranking. The transformation of Campari from a local company into an international
60% global player has been accomplished but for Campari there is still way to go. The distance between the Italian
5000 company and its main competitors is wide and is hard to expect it to catch up substantially in the next few
° years.
40% = South Its relative small size makes it less competitive, relatively weaker in M&A, and less effective to benefit from
America  economies of scale that in this sector are very important to manage costs. Last but not least, in 2010 one of
30% Campari 6s key objectives is del egeaquisitpn.ng, so it i s
20% = US

Emerging markets position

As it is shown in Figure 10, Campari has more than 80% of its sales in low growth market (Italy, Western-

Europe and US). Although the group is a market leader in Brazil (thanks to acquisition of Dreher and Drury
mEurope  in 2000) and it has presence in Russia and Argentina, the weight of the emerging market sales on total sales is

still too low, especially in Asia which is the most important spirits market. Because of the significance of

these markets for growth, we consider the emerging market competitive position of Campari as a weak factor.

10%

0%

Source: Companys©of
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Figure 8: A&P to Sales

Premiumisation
Despite the recent acquisition of Wild Turkey that moved the sales mix further towards the higher profit

22% 2009 spirits business, and the sales growth in Skyy v
beginning. In fact, there are few premium brands in its product portfolio: Skyy, Campari, Aperol, Wild
189 2008 Turkey, Crodino and Glen Grant; tough all with good market position. Clearly Campari is at the initial stage
° ] of premiumisation but it has already showed it has the skills to premiumise brands and that it can count on a
small portion of strong premium brands.
14% -
A&P investments
The ability to use A&P to create value is another key driver linked with the scale of the player, as we can see
10% - in Figure 8 (Diageo is the biggest player in the spirits industry).
N S A
6& %&Q\&O 06&9\60& 3
& & °§~ Please refer to Appendix 10 for the SWOT analysis.
Q,’Qo '&
Source: Compani esdc
statements
SHERCEEIEREWSE Good news about margins
In this section we present assumptions used in forecasting financial statements. We forecast complete
financial statements until 2013 and then make simplifying assumptions for 2014-2019 normalizing revenue
growth on 3% and EBIT margin on 22.8% (please refer to valuation section for more details). Our analysis is
based on management guidelines, historical financial statements and Datamonitor market growth forecasts.
Hereafter, we will refer to market growth as the weighted average growth of the market in which Campari
competes (wei ghted for the relevance of each market n
Table 1: Summary of Income Statement Forecasts for 2009E-2011E
1H2009  2H2009E FY2009E FY2010E FY2011E
SEUES 441.8 583.1 1024.9 1089.4 1150.5
Organic growth -3.00% 0.86% -0.91% 1.86% 5.60%
External growth 3.50% 13.84% 9.11% 4.44% 0.00%
Exchange rate effect 2.00% 0.04% 0.56% 0.00% 0.00%
Gross profit 248.9 330.5 579.4 620.3 654.9
Gross margin 56.34% 56.68% 56.53% 56.94% 56.92%
EBITDA 107.5 143.4 250.9 278.0 294.4
EBITDA margin 24.34%  24.59% 24.49% 25.52% 25.59%
EBIT 96.8 129.7 226.6 249.9 263.7
EBIT margin 21.9% 22.3% 22.1% 22.9% 22.9%
Net income 60.11 78.09 138.20 153.91 171.39
Net Income margin 13.6% 13.4% 13.5% 14.1% 14.9%
Adjusted EPS 0.48 0.53 0.59
Sourced: Camparids consol i dat Superotaadtimae nt s, Datamonitor forecast.i
Sales

We forecast organic sales analyzing the extra-growth of Campari compared to the markets growth. Having
market growth estimates from Datamonitor we are able to extend out prediction until 2013 (please refer to
Appendix 12 for further details on sales forecast). Furthermore, we estimate the impact of Wild Turkey
(spirits) and Odessa (wines) recent acquisition on external growth in 2H10. The two acquisitions were
consolidated in 2H09.

Our estimate of sales Compound Annual Growth Rate (CAGR) for 2009-11 is 6.88%. This result is mainly
driven by the 2008 level of sales (below the trend, the first year with negative growth since 2001) and sales of

new acquisitions (that account for about 10% of Campari 0s

growth for 2010, in line with management expectations about the absence of a significant restocking process
in 2010.
We use 2009 average exchange rate in our estimates. We focus on exchange rate risk in the risks analysis
section.

()]

sal
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Earnings
We estimate EPS CAGR of 10.64% for 2009-2011, the result is mainly driven by external growth in sales
and improvement in margins due to:
T increase of Spirits contri buini2008to 74.86 inRalbkp ar i 6 s
This will improve margins as spirits have higher gross margin;
M Cost control as per management guidance. Although there is no specific guidance on costs, we
estimated 50 bps structure costs to sales compared to 2009;
T substanti al del eved4B8ag iantg (tnheet ednedi35i rofatrtheCe@d @E 5t9% G
2011) reducing the burden of financial net interest expenses partially offset by higher tax expenses.

Based on our estimates on segments profitability and sales mix we estimated gross margins. We expect it to
rise from an average of 54.2% in 2007-08 to 56.9% in 2010E (please refers to the Appendix 1 for more
details about income statement estimates).

Given management guidelines A&P is 17.5% of sales in 2009 and within a range of 17%-18% in 2010-11.

Cash flow and net debt

We expect an increase in Free cash flow (before acquisitions) to EBITDA (0.68 in 2011E compared to 0.65
in 2008) mainly because of an improvement in operating working capital management (we expect OWC to
change from 30% of sales in 2008 to 27% of sales in 2010). Based on our estimates Campari will be below its
Net Debt on EBITDA target of 2.2X by the end of 2010.

Table 2: Summary of Cash Flow Statement Forecasts for 2009E-2011E

H1 2009 H2 2009e 2009e 2010e 2011e
FCF / Ebitda 1.41 0.64 0.97 0.67 0.68
Free cash flow(before acquisitions)
Net Debt 674.8 594.8 594.8 476.7 335.1
Net debt / Ebitda 3.14 2.22 2.22 171 1.14

Sources: Consolidated statemer8spernova estimate

Last year acquisitions (Wil d Tur k BeyDeldt/EBATDX ratimio Od e s s
its highest level since 2004 (its 2004-08 range was 1.3X-1.8X).Even i f Campari 6 s manage
for 2010 is to focus on deleveraging, cost control and organic growth, acquisitions may not be excluded as

the company6s abi lquicklyincrease byithe end 0€2814, @s isdhewm tn Figuie 1 ih the

investment summary.

Valuation A three pronged approach

In this section three valuation techniques have been applied to evaluate Campari: Discounted Cash Flow
(DCF), Return on Invested Capital (ROIC) and multiple analysis. For the DCF analysis we used two different
DCF: the organic growth DCF (OG-DCF) and the external growth DCF (EG-DCF).

DCF

OurDCFsval ues Camp al8iper share foetoerend of 80109The DCF target price is based on a

combination of two DCFs: the former with organic growth and the latter including external growth.

OG-DCEF is based on the following assumptions:

9 cost of equity of 9.99%, based on Bloomberg estimates. Bloomberg applies a beta of 0.85, we consider
this number appropriate given the defensive profile of the company, with a stable business(0.95 is the
equally weighted average beta of its main competitors), a conservative management as well as its
financial leverage below the average of its main competitors (1.7 Net Debt on EBITDA expected for
2010 compared to 2.8 average of its main competitors);

Mf cost of debt of 5.7%. 1t is the average yield of

9 cash tax rate of 20% for 2011-20gi ven t he ability of Campari t o
acquisitionsd goodwill; a terminal tax rate of 2

9  target debt on equity of 33%, slightly higher than the 2004-2009 average of 32%;

1 long term (2014-2020) yearly organic sales growth of 3%, that is an average of our last explicit sales

growth estimate(2013) and the latest available market growth Datamonitor estimate (2013);
M terminal growth rate of 1.2%. Due to the lack of a better long term estimate, we chose to use the latest
(2013) Datamonitor market growth estimates.
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Table 3: OG-DCF Sensitivity Analysis

Terminal growth
0.30% 0.60% 0.90% 1.20% 1.50% 1.80% 2.10%

WACC 2011-2020  Terminal WACC
9.26% 9.14% 7.8 7.97 8.15 8.34 8.55 8.77 9.01
9.06% 8.94% 7.95 8.13 8.31 8.51 8.73 8.97 9.22
8.86% 8.74% 8.11 8.29 8.48 8.7 8.93 9.17 9.45
8.64% 8.53% 8.28 8.47 8.67 X 9.14 9.4 9.69
8.45% 8.34% 8.44 8.64 8.85 9.09 9.34 9.62 9.93
8.25% 8.14% 8.61 8.82 9.05 9.29 9.56 9.86  10.18
8.05% 7.94% 8.79 9.01 9.25 9,51 98 1011 1046

SourcesSupernova estimate

Please refer to Appendix 5 for DCF tables.

As we use two different WACC to discount OFCF and terminal value, we perform a sensitivity analysis
assuming their proportion to remain constant.

We have made no assumption about external growth in our first DCF valuation model. We believe the absence

of external growth in the next 10 years is quite unrealistic for Campari. Management analyzes 12-15 potential
acquisitions per year and, following our 6mby mat es
the end of 2011 (being inside banks covenants net debt to EBITDA 3.5X).

We have adjusted our DCF model taking into account the impact of expected future external growth and

margins.
We assume: Table 4: EG-DCF Results.
9 in 2010 Campari will not make any acquisition; Net debt
1 from 2011 to 2013 Campari will make an to
acquisition with a probability of 50%, This is Ebitda
consistent with the limit  Price  Weight
record of making one large acquisition (>euro ST G
. respecting internal
100) almost every two years; target Net debt on
1 from 2014 onward we have made no assumptions Ebitda(ND/Ebitda) 2.2X 9.32 0.6
about external growth; External growth
9 every acquisition is estimated to generate EBIT respecting internal
equal to 10% of the value of the acquisition. This is covenants ND/Ebitda 3X 9.62 0.3
. . h C External growth
consi s _t_(_a nt wi t & M | respecting banks
target for acquisitions; covenenants
1 10% of the acquisition value will be fixed assets ND/Ebitda 3.5X 9.87 0.1
subject to depreciation; Price adjusted for
1 every acquisition will take place at the beginning of external growth a 48
the year; SourceSupernova estimate

DCF says u Sigice weglg not know Camparié $uture acquisition plan, we assign an equal probability to the two scenarios
(OG-DCFand EG-DCF).Combi ni ng the two price tard&ts results

€ oo good to be true ?  Return on Invested Capital
Due to the importance of return on new invemsted cC:
this section we evaluate the company focusing on Return on Invested Capital (ROIC) and invested capital
growth. We define ROIC as net operating profit less adjusted taxes (NOPLAT) to Invested Capital (please
refer to Appendix 2 for details on invested capital calculation).

NOPLAT _ NOPLAT % Sales

ROIC= INVESTED CAPITAL ~ Sales INVESTED CAPITAL

NOPLAT= EBIT x (1 CASHTAXRATH

ROIC is connected to enterprise value through the following equation ( a breakdown of the equation is shown
in Appendix 6):
NOPLATx (1  g&m

9
- ROI
ENTERPRISWALUE= WACC g
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Wherefigdo refers to invested capital growt h.

The first ROIC components, NOPLAT on Sales, has raised significantly (from 16.17% in 2004 to 18.35% in
2010E) in the last five years, this mainly because: 1) the company is increasing focus toward the premium
spirits business, causing an expected higher gross margin on premium brands, and 2) a lower cash tax rate
due to an increase of deferred tax brought about by goodwill on acquisitions.

Conversely, Sales to Invested Capital has decreased (from 84.03% in 2004 to 59.81% in 2010E) due to the
gaining weight of goodwill on Campari net investments.

To perform valuation using this methodology we divide the enterprise value formula in two stages with
different ROIC and invested capital growth. We assume:

9 in the first stage (2011-2020) Campar i 6 s absolute growth is equal
growth, this implies a 7.55% invested capital CAGR (first stage fi g.0 )

1 in the first stage ROIC is a weighted average of future ROIC external growth and future ROIC
organic growth.

Invested capital growth has been 78% external growth and 22% organic growth in the last five years, we

assume it will be the same going forward. Given managementd EBIT target on acquisitions, we estimate that

8% ROIC is appropriate for c 0 mp a extgrifalsgrowth. Following 2008 Ca mp a r ifodns ing@meo

statement, Wild Turkey ROIC, excluding first year commercial agreements with the seller, was 7.7% in

2008. We calculated it has raised to approximately 8% in 2009, given reported growt h of br andds s
CAPEX following the acquisition. ¢ 0 mp a n y .OWe apRré@ith@e organic ROIC as 2010E return on

invested capital excluding goodwill and including cumulated amortization.

Following our assumptions first stage expected ROIC (11.59%) is lower than future ROIC resulting from
DCF but higher than actual (2009E) ROIC 10.91%, in line with management increasing ability to manage
newly acquired brands.

1 inthe second stage ROIC is equal to terminal WACC,;
1 terminal growth rate is 1.2% (as in DCF analysis).

All other assumptions are the same as in the DCF.

Table 5: ROIC Formula Sensitivity

IC growth (2011-2020)
5.55% 6.55% 7.55% 8.55% 9.55%
10.40% 7.23 7.38 7.52 7.63 7.70
ROIC 11.00% 7.36 7.58 7.78 7.96 8.12
(2011- 11.60% 7.48 7.75 8.26 8.49
2020) 12.20% 7.59 7.90 8.22 8.53 8.84
12.80% 7.69 8.04 8.41 8.77 9.14

Source:Supernova estimate

ROICs ay 801 U We perform a sensitivity analysis on first stage invested capital growth and first stage ROIC. Please refer to
Appendix 6 for further details.
The ROIC analysis results in a lower price than DCF analysis.

Relative valuation

Historically Campari has traded at a discount compared to its competitors due to its greater exposure to

mature markets and consequently its lower expected relative top line growth. Despite the fact that our

expected EPS and EBITDA 2009-11 CAGRs are higher than the average of main competitors, we expect
Campari 6s higher growth rate to b ®espiteenempaauisdionyy and
Campari 6s presence in emerging markets remains poc
has been driven by the exceptional performance of a few key brands (see risks analysis for more details), that

delivered double digit growth that can hardly be sustained in the future. For this reasons we decide to

distinguish two scenarios: 1) Campari does not pursue a significant external growth pattern and continue to

trade at a discount, 2) it pursues on external growth pattern and trades with no discount.

We focus our analysis on P/E, EV/EBITDA and EV/Sales. We give the two scenarios an equal weight (as in

the DCF model). Furthermore, given the different peers capital structure we use a lower weight for price

implied in P/E (0.30) compared to EV/EBITDA and EV/Sales (0.35).To calculate relative valuation price we
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multiply our 2010E EPS, EBITDA and Sales for average multiples of key competitors to calculate relative
val uati on t ar. Resultsargpresentectbelawnf G 8. 3 8

Table 6: Peers Multiples Table 7: Price Implied in Multiples
P/E EV/Ebitda EV/Sales
FY FY FY Brice implied jrs:
26/02/10% 2010E*  26/02/10% 2010E*  26/02/10% 2010E* [CE TTDEC T
Diageo (DGE LN -f£) 13.7 12.77 10.29 10.42 321 3.36 P/E EV/Ebitda EV/Sales
Pernod Ricard (RI FP - G ) 12.7 13.11 11.28 12.36 3.24 3.57 .
Remy Cointreau (RCO-( )  17.2 16.60 12.49 12.60 2.81 2.85 Discount 731 7.84 8.01
Brown Forman (BF/B - $ 16.0 15.10 10.23 10.14 2.57 2.61
Equallt weighted average No discount 7.64 9.27 9.98
Campari (CPRIM -G ) 14.3 9.62 2.46
Discount -4% -13.1% -16.9% G 8. 38
Source: Starmine smagstimatesSupernova estimate Source:Supernova estimate
*Using 2010E Starmine smagstimats about EPS, Ebitda, Sales. **Using our EPS, EBITDA and Sales estimates.
Our tabget Table 8: Target Price
+12.3% compared to - - - - Price Weight
actud 4 57 Since relative valuation supports ROIC valuation
' we give each target price a 35% weight and 30% DCF 9.18 0.3
to DCF.
Oour target price f50and t ROIC formula 8.01 0.35
out rating i s 0 apricethanull .
upside risk in case Campari announces an Multiples 8.38 0-35
acquisition by the end of the year. -
Our target price 8.49

Source:Supernova estimate

OIS CECINERE " drink responsibly”

Corporate Governance and Corporate Social Responsability

Corporate Governance (CG) is taking center stage in the financial industry. In fact, investors have been
increasingly incorporating CG in their investment decisions. In this report, we use it as a tool to evaluate CG
risk. Using a proprietary methodology and a database we compare Campar i 6 s governance ri
listed companies. Our proprietary model allows us to evaluate the Italian listed companies over 4 main risks:
board of directors, remuneration, disclosure, and shareholder-s t a k e hrigHtsdVée cakcudate the aggregate
measure (The Corporate Governance Index) from 2006 to 2008 and then decompose the measure into each
single risk until 2008. For 2009, where the financial report was not published, we based our judgment on the
prevailing public available information. Corporate Governance Index and sub indexes are measured in a range
of 0 to 100 where 100 represents the lowest risk. These indexes are calculated by comparing specific
c 0 mp a govemmascé to best practices and using checklists to aggregate data. Please refer to the risk section
for an extensive analysisof Campar i 6 s cor porate governance ri sk.

Although Campari operates in a highly-Corporate Social Responsibility (CRS) concerned industry, the Group

does not publish a social and environmental report. This lack of policy increases risk exposure to the ethical
investment flow of investorés decisions and future
Forman) publish social and environmental reports, but we believe greater-investment in CSR will be

increasingly necessary in upcoming years. Though unclear whether required by law, the company does have a

Afdrink responsiblyd section on its website where -t
the risks and effects associated with alcohol abuse.
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Riskanalysis

Curbing the risks

Table 10: Price Impact
on Cedar Rock Capital
Disinvestment™.

Price
impact 1
3m

Cedar Rock

Capital
disinvestment

20%-a 45 -10.37%
10%-a 22 -5.18%
5%-0 11 -2.59%

3% - 016.8m -1.56%

Source: BloombergSupernova
estimate

* For example,if Cedar
Rock Capital disinvesed
10% of itsstake( a4 2 2 .
of 26/02/2010) Ca mp a |

stock price would be
negative  impacted by
5.18%

Growth and margin risks
In this section we analyze risks that could affect our target price.

f I'n the I ast three years Skyy and
of 15 %, boosting Campari 6s organic
revenue forecast might be affected by a change in the growth trajectory of aperitifs and vodka
sales. Since Skyy and Aperol are among the brands with the highest margins this would have an
impact also on profit, a less favorable sales mix would negatively impact margins;

1 although more than 40% of its revenues come from non-euro currencies, Campari does not apply
derivatives hedging against the exchange rate risk. The company applies a natural hedging paying

cash

Aper ol

revenue

(18%
gro

il ocal expenseso with #fAlocal generation
effect of exchange r aBI€hasheevon averaget25% obthe ab&hitmp ar i
effect of exchange rate movements on sales, this last one being on average inside a range of +1.5%
of total sales;
I third party distribution agreement sales  Table 9: The Left Tail of the Distribution
account for about 1
Termination of current agreements for the Ebit margin 2011-2020
distribution of t_hird party brano!s and current 0218 0223 0228
agreements with third parties for the
di stribution of @Gaserap
material impact on sales. This risks is also B 576 695
highlighted on Can
statements; 683 703 723
1  we assume A&P to remain constant at 17.5%

of sales in our explicit forecasting window. 710731 752
However, since t h e maj ority
revenues come from mature markets, the 739 761 783
company might increase A&P expenses to gain ) G 58
market share or strengthen demand for its Source:Supernova estimate target
products.

It is difficult to precisely estimate the probability and magnitude of the above risks. The impact of these risks

to our revenues and EBIT margin estimates are shown Table 9.

Cedar Rock Capital Overhang

Cedar Rock Capital Fund is the Campari 6s second

shares(as of 18/01/2010). It has significantly increase its share in 2Q09, from 21.9 m shares to 28.5 m shares,
and again in 1Q10, reaching 29.3 m shares.

We present estimates of the impact of a partial liquidation of the fund Campari share, using an indicator of
price impact*, assuming different liquidation sizes and a liquidation period of three months.
Given the fund long term investment focus and Campari st ock meet i ng
companies capable of sustaining high
that, although the magnitude of this risk is relevant, its probability is minimal.

r é)twa beliew

Corporate governance risk

Based on the proprietary model presented in

Campari 6s corporate governance r i s(Kamgar isngpBlue Ehiph
company) and the average level of the listed companies in the Italian financial market (please refers to
Appendix 11 for tables). The company reduced its Corporate Governance (CG) risk gap compared to its Blue
Chip segment peers, and has always outperformed the Italian financial market benchmark of CG since the
i ssuance of | &alite dv e rasuit cord theslfalianpChrgomtd Goverfance Code of best
practices) in March 2006. However, as we can see from the risk decomposition in Appendix 11, Board risk is
close to market (47) and bel ow t he Bl ue Chip segment. Thi s
ownership structure as it may prevent management from changing the level of strategic risk and grow the
company consistently with minori t y s h a prepdnsity tadriskr s 6

In general, the Board of Directors has room to reduce its CG risk compared to its peers as well as in its
disclosure of CG on the company website.

1-Amihud Y,2002, llliquidity and stock returns: cross mecand timeseries effect, Journal of Finaial Markets 5,3156.
2-www.cedarrockcapital.com
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APPENDI X 1: |l ncome statement (U m)

H1 2009 H2 2009E 2009E 2010E 2011E
Revenue 4418 583.1 1024.9 1089.4 1150.5
Reported growth 2.5% 14.1% 8.8% 6.3% 5.6%
Organic growth -3.0% 0.9% -0.9% 1.9% 5.6%
External growth 3.5% 13.8% 9.1% 4.4% 0.0%
Exchange rate effect 2.0% -0.7% 0.6% 0.0% 0.0%
Spirits 319.3 439.5 758.8 815.3 859.6
Reported growth 4.9% 22.2% 14.3% 7.4% 5.4%
Organic growth -2.2% 4.4% 1.4% 1.6% 5.4%
External growth 4.3% 18.7% 12.1% 5.9% 0.0%
Exchange rate effect 2.8% -0.9% 0.8% 0.0% 0.0%
Gross profit 200.2 274.7 474.9 509.5 537.2
Gros margin 62.7% 62.5% 62.6% 62.5% 62.5%
Wines 59.8 93.1 152.9 159.6 170.4
Reported growth -0.5% -4.5% -3.0% 4.4% 6.8%
Organic growth -3.7% -8.3% -6.6% 3.6% 6.8%
External growth 3.2% 3.9% 3.6% 0.7% 0.0%
Exchange rate effect 0.1% -0.1% 0.0% 0.0% 0.0%
Gross profit 21.9 34.9 56.8 61.4 65.6
Gros margin 36.6% 37.5% 37.2% 38.5% 38.5%
Soft drinks 56.8 415 98.3 99.6 1054
Reported growth -2.7% -6.9% -4.6% 1.3% 5.8%
Organic growth -2.7% -7.0% -4.6% 1.3% 5.8%
External growth 0.0% 0.0% 0.0% 0.0% 0.0%
Exchange rate effect 0.0% 0.0% 0.0% 0.0% 0.0%
Gross profit 26.0 19.1 45.1 46.3 49.0
Gros margin 45.8% 46.0% 45.9% 46.5% 46.5%
Other 5.8 8.9 14.8 14.9 151
Reported growth -29.8% -5.0% -16.7% 0.7% 0.8%
Gross profit 0.8 18 26 3.0 3.0
Gros margin 13.8% 20.0% 17.4% 20.0% 20.0%

Gross profit . . 579.4 620.3 654.9

Gross margin . . 56.5% 56.9% 56.9%
A&P Expenditure 72.0 107.4 179.4 190.6 201.3
A&P as % of saes 16.3% 18.4% 17.5% 17.5% 17.5%
Structure costs 80.1 93.3 1734 179.8 189.8

SC as % of sales . . 16.9% 16.5% 16.5%
EBITDA before one-offs . g 250.9 278.0 294.4
one-offs . X 0.0 0.0 0.0
EBITDA . . 250.9 278.0 294.4

EBITDA margin . . . 25.5% 25.6%
D&A 10.7 13.7 24.4 278.0 294.4
EBIT 96.8 129.7 226.6 249.9 263.7
EBIT margin 21.9% 22.3% 22.1% 22.9% 22.9%
Net financial -13.3 -17.1 -30.4 -33.4 -25.3
Tax 23.0 34.3 57.2 62.0 66.4
Minorities -0.2 -0.3 -0.5 -0.6 -0.6
Group Net Profit 60.1 78.1 138.2 153.9 1714
Adjusted EPS 0.48 0.53 0.59

Source: Campari 6s GSuperowalestidatet ed st at ement s,
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APPENDIX 2: Balance Sheet( 4 m)

| H1 2009 H2 2009E 2009E 2010E 2011E
Fixed Assets 290.1 291.1 291.1 3145 312.6
Goodwill and trademarks 1210.7 1210.7 1210.7 1210.7 1210.7
Goodwill and trademarks adjusted for
changes due to exchange rate effect 1276.3 1276.3 1276.3 1276.3 1276.3
Inventories 263.2 292.1 292.1 302.1 319.0
Trade Receivables 216.7 166.9 166.9 1725 182.2
Trade Payables 197.8 1745 1745 180.5 190.6
owcC 282.0 284.5 284.5 294.1 310.6
Operating liabilities -107.5 -99.5 -99.5 -99.5 -99.5
Other operating receivables 32.9 32.9 32.9 32.9 329
Other operating assets 3.1 3.1 3.1 31 3.1

Invested Capi

Investment in affiliated and joint venture

Non current assets available for sale

Adjusted total assets

0.8
12.7

0.8
12.7

0.8
12.7

0.8
0.0

0.8
0.0

Share Capital 29.0 29.0 29.0 29.0 29.0
Reserves 945.0 1034.9 1034.9 1154.2 1290.9
Minorities 24 2.6 2.6 3.2 3.8
Total sharehol ders

Cumulated exchange rate effect on goodwill 65.6 65.6 65.6 65.6 65.6
Net deferred tax liabilities 53.9 53.9 53.9 72.6 91.3
Short term portion of net debt 48.7 67.1 67.1 144.6 1355
Long term portion of net debt 748.6 708.0 708.0 617.7 617.4
Payables for Potential Exercise of Put Option

and Potential Earn Out Paymanets 23.9 22.6 22.6 22.6 22.6
Debt 821.1 775.1 775.1 762.3 752.9
Cash and Equivalents 146.4 202.9 202.9 308.3 440.5
Net Debt 674.8 594.8 594.8 476.7 335.1
Reserve for risk and other liabilities 9.7 11.0 11.0 11.0 11.0
Defined benefit plans 10.2 10.2 10.2 10.2 10.2

Adjusted liabilities

SourceCampari 6s c ons o,lSiupdraovaestimatet at e ment s,
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APPENDIX 3: Statement of Cash Flows ( 4 m)

| H1 2009 H2 2009E FY2009E FY2010E  FY2011E
EBIT 96.83 129.74 226.56 249.89 263.71
D&A 10.71 13.67 24.38 28.09 30.73
Organic changes in operating working capital 91.02 -6.50 84.52 -9.66 -16.48
Other changes -6.10 0.00 -6.10 0.00 0.00
Tax paid -8.09 -30.48 -38.57 -43.29 -47.68
Cash flow from operating activities 225.03 230.29
Net capital expenditure -32.39 -14.65 -47.03 -38.86 -28.76
Acquisitions -432.10 0.00 -432.10 0.00 0.00
Cash flow after investing activities -188.34 201.52
Net interest expense/income -11.73 -17.10 -28.83 -33.43 -25.33
Other Changes -1.10 0.00 -1.10 0.00 0.00
Dividend paid out by Parent Company -31.70 0.00 -31.70 -34.62 -34.62
Cash flow after financing activities 141.58
Exchange rate differences and other changes -26.60 4.04 -22.56 0.00 0.00
Payables for exercise of put option and
potential earn-out payment 2.70 1.25 3.95 0.00 0.00
Change in net debt 348.56 -79.97 268.58 -118.12 -141.58
of which:
Change in debt 302.89 -12.8 -9.4
Change in cash 30.39 -130.92 -150.98
EFCFE -316.86 79.97 -236.88 152.74 176.20

SourceCampari 6s cons oSupethavhestimatet at ement s

APPENDIX 4: Ratios

FY2008 FY2009E FY2010E FY2011E |
Net Debt / EBITDA (X) 1.520 2.37 1.71 1.14
Gearing (Debt/Equity) (X) 0.340 0.37 0.31 0.31
FCF(before acq) / EBITDA (X) 0.647 0.97 0.67 0.68
NOPLAT (0 m) 159.743 181.84 199.91 210.97
ROIC (%) 11.33 10.91 10.97 11.49
Revenue / Invested Capital (%) 66.82 57.30 59.81 62.66
NOPLAT / Revenue (%) 16.95 17.74 18.35 18.34
P/E (X) 10.969 15.23 16.02 14.33
EV/ EBITDA (X) 7.985 10.76 10.58 9.51
EV/Sales (X) 1.127 2.63 2.70 243
EV/Inested Capital (X) 1.216 151 1.62 153
P/FCF(before acq) (X) 9.990 8.63 13.24 12.24
EFCF yield(before acq) (%) 5.8 9.3 6.2 7.1

Source:Campari 6s cons oSupethavaesiimatet at e ment s,
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APPENDIX 5: OG - DCF Tables

APPENDIX 5A: DCF lines assumptions

2011E  2012E  2013E  2014E 2015E 2016E 2017E 2018E 2019E 2020E

Revenue 1150 1206 1259 1297 1336 1376 1417 1459 1503 1548
Revenue growth 5.6% 4.8% 4.4% 3.0% 30% 3.0% 3.0% 3.0% 3.0% 3.0%
EBIT 264 277 290 296 305 314 323 333 343 353
EBIT margin 229% 23.0% 23.1% 22.8% 22.8% 22.8% 22.8% 22.8% 22.8% 22.8%
NOPLAT 211 222 232 237 244 251 258 266 274 282
D&A 31 32 34 35 37 38 39 41 42 44
CAPEX 29 30 31 26 27 28 28 29 30 31
CAPEX as % of sales 2.5% 2.5% 2.5% 2% 2% 2% 2% 2% 2% 2%
OPEX 16 15 14 10 11 11 11 11 12 12
OWC as % f sales = 27¢

Put exercise 0 23 0 0 0 0 0 0 0 0

OFCF 196 186 220 236 243 251 258 266 275 283
Discount factpr 1.09 1.18 1.28 1.39 1.51 1.64 1.79 1.94 2.11 2.29

Discounted OFCF 181 158 172 169 161 152 145 137 130 124
Source: Supernova estimate

APPENDIX 5B: WACC assumption summary APPENDIX 5C: DCF results
Target Debt / Eqity 33% Discounted OFCF 1528
. Discounted OFCF as % of
Cost of Debt 5.70% enterprise value 49.9%
Cost of Equity 9.99% Terminal value 1537
Terminal value as % of enterprise
Average cash tax rate 20% value 50.1%
WACC 8.64% Enterprise value 3065
Terminal tax rate 28% Net debt end FY2010E 595

Terminal WACC 8.53% Minorities 6
Equiti Value 2584

Price 2010E €8.90

OFCF Terminal Growth 1.2%

Source: Supernova estimate
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APPENDIX 6: ROIC formula for enterprise value and model results

_ NOPLAT _ NOPLAT Sales .

ROIC= INVESTED CAPITAL ~ Sales INVESTED CAPITAL NOPLAT= EBIT x (1 CASHTAXRATB

How ROIC and invested capital growth are connected to enterprise value (source: Kol | er, Goedhart, Wessels; AV
NI

OFCF= NOPLAT NI GROWTHg = E: ROICx NI

OFCF= NOPLAT NI= NOPLATx 1 IR = NOPLATx (1 %.c)

OFCF _ NOPLATx (1 =80

ENTERPRISEALUE= =
SEALUE= aee g WACC g

Two stage formula:

1st 2nd
oy NOPLAT: * (1 moigg) 1+gist M  NOPLAT. x (1+gls)" x (1 glims
= X +
WACGQst glst 1+ WACGQst WAC@nd g¢g2nd x (1+ WACCLst)N

N is the length of the first stage (years).
Glst is the first stage growth, ROIC1st is ROIC of the first stage and so on.

APPENDIX 6bis: assumptions and results of two stages ROIC formula.

NOPLAT 2011E 215
ROIC 11.59%
IC growth 7.55%
WACC 8.64%
NOPLAT (2020E) 414
ROIC 8.53%
IC growth 1.20%
Terminal WACC 8.53%
Enterprise value 2803.3
Minorities 5.0
Net Debt FY2010E 594.8
Equity Value 2321.6
Price € 8

Source:Supernova estimate
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APPENDIX 7: Acquisitions

Campari has a good track record in acquisitions; although there has been a change in management in 2007, M&A has remained the main strategy to grow.
Bubbles in the figure show the size of the acquisitions.

Aperol ‘
Zedda Piras
X-Rated  Egplosion

2H Riccadonna Teruzii &

Seila E Maosca Wild Turkey

SKYY Glen Grant
1H Cabo Wabo
Odess
old Smug#r Sabia + ;
2001 Z(JOZ 2003 2004 2005 20|06 2007 Z(JOB ZJOQ 2010
SourceeCampari 6s consolidated statements

APPENDIX 8: Spirits market features by region, Campari strategic features by region.

Industry Features CAMPARI
Distribution Strategic
Brand Brands Turnover Price Elasticity Network Positioning
USA International High High Big Players Consolidation
ITALY Historical Low Low Own Consolidation
Europe Historical Low Low Ownand  Joint  Growth of Aperitif
P International Venture and Consolidation
South America Local and Historical Low Medium Joint Venture Growth of Ape_rltlf
and Consolidation
Asia Unbranded Low High Local Long Term
Australia & Japan International Medium Medium Own New Entry
Source: Campar i@©@amparvies odomsdlaitdbat,ed statements.
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APPENDIX 9: market value CAGR.

Spirits

World

Cina

India

Australia

Europe

Brazil

us

Italy

-2% 0% 2% 4% 6% 8%  10%

=2009-11 =2006-08

Source: Datamonitor

Wines

World
us
Europe

Italy

0,0% 0,5% 1,0% 1,5% 2,0% 2,5% 3,0%

=2009-11  =2006-08

Soft Drinks

World
us
Europe

Italy

00% 05% 10% 15% 20% 25% 30% 35% 4,0%
=2009-11  =2006-08

APPENDIX 10: SWOT analysis

- Strong premium brands

- Strong cash flow generation
- M&A track record

- Leadrship in Italy and Brazil

S - Few premium brands

- No M&A (short term)
- Highly concentrated in low growth markets
- Too defensive profile

- Positioning in emerging markets
- M&A
- New premium brands

- New premium brands
- Exposure to raw material and currencies

- Legislation on alcohol and excise duty

Source:Supernova analysis
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APPENDIX 11: Corporate governance risk indicators

100 means the lowest risk.

Sub-Indicators Aggregate Indicator

Shareholder &
stakeho
Board Remuneration rights CG disclosure 2006 2007 2008
CORPORATE GOVERNANCE
ITALY* 47 48 65 72 45 51 57
BLUE CHIP SEGMENT 55 53 66 77 57 60 62
DAVIDE CAMPARI S.P.A. 49 76 64 67 52 63 61

All values are expressed on average
* Sample: more than 80% of the Italian financial market cap.

Source:Supernova estimate

APPENDIX 12: Sales Forecast

Model:
00 6Q "V, = 006 6Q "YBQ, 4 % (1+ & G AD"QELSQ + S AT "Dl SDEL 6Q)
3
0061 08 NG QA COFH Q=1 + 7 x 006G OO NG WA O (E'Q) 4+ X Qg +1 x 61 QOO
[l

-fdi , ate 6-1 variables that consider seasonal effect(ex: d1t=1 for 1% quarter observations);
- crisis effect is 1 in 4Q08, 1Q09, 2Q09, 0 otherwise;
- other variables are explained with an example (spirits) in the table below.

Campari organic growth Market Growtht CampariExtraGrowtht compared QuartCampariExtraDemandt
compared to the same

quarter the year before (Datamonitor) to the sameb(gLfJ:::er the year

3Q05 -1.39% 1.23% -0.89% 99.11
4Q05 -1.08% 1.07% 12.16% 156.40
1Q06 8.92% 0.68% 10.82% 99.38
2Q06 -5.58% 0.70% -2.25% 131.35
3Q06 5.86% 0.74% 8.25% 107.28
4Q06 4.89% 0.69% 4.50% 163.45
1Q07 10.98% 0.98% 7.52% 106.85
2Q07 1.01% MINUS 0.94%  EQUAL 10.60% 3Q04 =100 145.27
3Q07 4.34% 0.99% 0.21% 107.50
4Q07 -3.47% 0.99% 3.36% 168.94
1Q08 12.80% 0.60% -2.22% 104.48
2Q08 -8.79% 0.49% 4.72% 152.12
3Q08 2.40% 0.42% 13.34% 121.85
4Q08 -5.42% 0.37% -4.52% 161.30
1Q09 -6.61% 0.52% -2.25% 102.13
2Q09 1.91% 0.61% -3.14% 147.33
3Q09 -10.32% 0.62% 8.74% 132.50
SourceCampari 6s consolidated statements, Dat amoni tor

Continues in the next page..
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We consider only statistical significant variables. Results and forecast are presented below:

APPENDIX 12A: model coefficients for spirits
DepVar: Spirits QuartCamparExtraDemand

Spirits Sal es per quarter

quarter

350
Coefficients P-Value 300
1 14.17 Less than 10% 200 -
150 -
6GX NG Qo O (E'Q 4 0.95 Less than 5% 100
50
81 "POOXTa, -0.08 Less than 5% 0
S5588888888gccaannag
d_1stQuarter; -5.78 Less than 10% NSNTATNTATNQQIAOIOIOOXY
Source: Supernova estimate
APPENDIX 12B: model coefficients for wines Wines Sal es per
DepVar:Wines QuartCampari ExtraDemand 80
70
Coefficients P-Value 60 A A A1
50 - i A -
1 5812 Less than 5% o N W A YA AW AW A A
Ml AVAR AW A WA VA V=il Vall Vall VAN
B MG QL O 2'Q 4 052 Less than 10% 20 vV V
AR o, T 10
01 ' NOOAMm, -0.08 Less than 5% T T
d_1stQuartes -13.57 Less than 10% II8LEE sy ULy Y
e o Rt ©88888535888588888¢8¢8
d_4thQuarte; 37.36 Less than 10% SANSTANTNST NS
Source: Supernova estimate
APPENDIX 12C: model coefficients for soft drinks Softdrinks Sal es per
DepVar:Soft Drinks QuartCampariExtraDemand
50
Coefficients  P-Value 0 A
1 29.57 Less than 10% 30 AVAVAVWWW
SGH MG Qo OCH GE'Q, 4 0.71 Less than 5% 20 ST
10
81 "R, -0.09 Less than 5% 0
S S ODWO©O©N~MN~0O0Oo W W W W W W
d_1stQuarter; 14.12 Less than 5% 8388883383383838338382383 029999
= LYYIIIRYRYL8c3o000000
T AN ANT NS N

Source: Supernova estimate
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Disclosures:

Ownership and material conflicts of interest:

The author(s), or a member of their household, of this report does not hold a financial interest in the securities of this company.

The author(s), or a member of their household, of this report does not know of the existence of any conflicts of interest that might bias the content or
publication of this report.

Receipt of compensation:

Compensation of the author(s) of this report is not based on investment banking revenue.

Position as a officer or director:

The author(s), or a member of their household, does not serves as an officer, director or advisory board member of the subject company.

Market making:

The author(s) does not act as a market maker in the subjectc o mpany és securities.

Ratings guide:

Banks rate companies as either a BUY, ACCUMULATE, HOLD or SELL. A BUY rating is given when the security is expected to deliver absolute returns
of 15% or greater over the next twelve month period, and recommends thatinve st or s take a position above t
other relevant index. An ACCUMULATE rating is given when the security is expected to deliver absolute returns of 7.5% or greater over the next twelve

he

month period, and recommendst hat i nvestors take a position above the securityéos

given when the security is expected to deliver negative returns over the next twelve months, while a HOLD rating implies flat returns over the next twelve
months.

Investment Research Challenge and Global Investment Research Challenge Acknowledgement:

ICFAS Investment Research Challenge as part of the CFA Institute Global Investment Research Challenge is based on the Investment Research Challenge
originally developed by the New York Society of Security Analysts.

Disclaimer:

The information set forth herein has been obtained or derived from sources generally available to the public and believed by the author(s) to be reliable, but
the author(s) does not make any representation or warranty, express or implied, as to its accuracy or completeness. The information is not intended to be
used as the basis of any investment decisions by any person or entity. This information does not constitute investment advice, nor is it an offer or a
solicitation of an offer to buy or sell any security. This report should not be considered to be a recommendation by any individual affiliated with ICFAS,
CFA Institute or the Global Investment Research Challengewit h r egard to this companyds stock.
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