
Supernova Student Research 
This report is published for educational purposes only 

by students competing in the  

ICFAS Investment Research Challenge. 

 

Important disclosures appear at the back of this report                                    
   

0

5

10

15

20

25

30

1/6/06 1/6/07 1/6/08 1/6/09

CPR  P/E

Main F&B competitors P/E

0

20

40

60

80

100

120

140

1/6/06 1/6/07 1/6/08 1/6/09

CPR 

FTSEMIB Index 

Ticker: Reuters/Bloomberg CPR.MI/CPR IM Recommendation: Accumulate 

Price:  € 7.57 Price Target: € 8.5 
 

 

CPR vs FTSEMib                  

                                                       

 

 

 

 

 

 

 

 

 

  

CPR P/E vs peers P/E 

 

Market Data   

Market cap (úm) 2198 

Shares outs. (m) 290 

Main shareholder Alicros S.p.a. (51.0%) 

2nd shareholder Cedar Rock Capital (10.1%) 

Free Float (%) 37.8 

52 weeks price range  (ú) 3.89 - 7.57 

Beta 0.85 

Relative performance vs 

FtseMib  

12m (%) 28.65 

3m (%) 12.30 

1m (%) 8.18 

Relative performance vs 
Dj Stoxx Euro F&B  

12m (%) 21.04 

3m (%) 1.82 

1m (%) 3.15 

 

FY2008 FY2009E FY2010E FY2011E 

EPS adj (ú) 0.44 0.48 0.53 0.59 

DPS (ú) 0.11 0.11 0.12 0.12 

FCF yield (%) 5.78 9.28 6.19 7.15 

P/E adj (X) 11.00 15.23 16.02 14.33 

EV/EBITDA (X) 8.01 10.81 10.58 9.51 

     
Revenue (ú) 942.3 1024.9 1089.4 1150.5 

EBITDA (ú) 214.7 250.9 278.0 294.4 

EBIT (ú) 195.4 226.6 249.9 263.7 

Net Income (ú) 126.5 138.2 154.5 172.0 

     
FCF/Ebitda (X) 0.65 0.97 0.67 0.68 

Debt/Equity (X) 0.29 0.37 0.31 0.34 

NetDebt/EBITDA (X) 1.52 2.22 1.71 1.14 

ROIC/WACC (X) 1.31 1,27 1,28 1,34 

Davide Campari  S.p.a. 

Date: 26/02/2010 
 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

Food & Beverage 

 

Get ready for the party! 
 

 

¶ We initiate coverage of Campari with an accumulate rating and a target price 

of  € 8.5, a 12.3% upside from current stock price. Managementôs ability to make 

and execute acquisitions and focus on spirits and brand preumisation have brought 

Campari to be among the top ten players in the spirits business. 83.9% of sales from 

mature market is high relative to competitors, and leaves room for external growth in 

emerging markets. 

¶ We expect Campari to grow its revenues and expand margin. Vodka, aperitif 

sales and 2009 acquisitions will drive 2010-11 top-line growth (6.9% 2009-11E sales 

CAGR). Improving sales mix and cost control will expand EBIT margin by 220bps 

by end of 2011E relative to 2006-08. 

¶ Focus on deleveraging. After 2009 premium whisky acquisition, in 2010 Campari 

will focus on deleveraging its balance sheet (2009E Net Debt/EBITDA is 2.2X, 

above 2004-08 range of 1.3-1.8). Growth in EBITDA, 11% 2009E-11E CAGR and 

increasing FCF/EBITDA ratio will give Campari ú 600 m investment potential by 

end of 2011 within its covenants. 

¶ Valuation. Our three pronged valuation leads to a price of ú 8.5, leaving potential 

for further upside. 

¶ Main risks are conservative management and concentrated ownership (larger 

shareholder owns 51% of the company) that could represent a hurdle to external 

growth and geographic expansion. Another main risk is growing competitive 

pressure in mature markets: due to its lower dimension, Campari has a lower range 

of actions to defend margin than other market leaders (Diageo:  28.3% 2010E EBIT 

margin, Pernod Ricard: 28.7% 2010E EBIT margin, vs Campari 23%). 

Key Financial Data 

Source: Bloomberg 

Source: Bloomberg, Supernova  estimate 
 
 

Source: Bloomberg, Supernova  estimate Source: Campariôs consolidated statements,  Supernova estimate 
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Investment summary 
 

We begin our coverage of Campari, with an accumulate rating and a 2010 year end target price of € 8.5, 
offering a 12.3% upside. We expect managementôs focus on leading brands and execution on recent 

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’s ability to make good acquisitions 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 

Campariôs main premium spirits brands (18% of revenues in 2009) have registered about 15% CAGR in the 

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 Campari’s 2009-11 top line 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 outlay of  €432 m), management’s main 

2010 goal is deleveraging. We estimate Campariôs debt financed investment potential to hit ú600 m by the 

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 

Campariôs acquisition 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 

Campariôs value based on relative multiple analysis. Our target price is calculated as the weighted average of 

the three valuation methods. 
 

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

shareholderôs control of the company may limit external growth and geographic expansion. In addition, its 

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. 
 

In the other headings  section of our report we evaluate the company’s corporate governance compared 

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

Social Responsibility (CSR) concerned industry, we also consider  companyôs policy about CSR making a 

qualitative comparisons  with its peers. 

 
 

 

 

 

 

 

                 

 

 

 

 

 

 

 

 

Figure 1: Campari’s Debt Financed Investment Potential at 

the End of the Year (€ m) 
Figure 2: Major F&B Competitors’ EBIT Margin Evolution 

Source: Supernova estimate 
Source: Starmine smart estimates, our estimate 
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What Campari Is and What Campari Does 
 

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 for Campariôs focus on the acquisition 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. 

 

Thanks to managementôs ability to execute the acquisition strategy,  Campari Group has diversified its 

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). 

Ten years of M&A activity and brand internationalization, have made Campari one of the main global 

players in the alcohol beverage industry. 

 

 

 

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. 

Campari is a blue chip company dealing mainly in spirits (73% of sales in the first 9 months of 2009). Soft 

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. 
 

Spirits: a more cyclical profile 

Spirits market is more correlated with the economic cycle compared to other beverage markets. Therefore, it 

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 leaders strive to penetrate the so called ñunbranded local spiritsò market. In fact, the 

ñbranded marketò is sticky as consumers have high loyalty for branded spirits and therefore it is very difficult 

to take away market share from other competitors. 

 

Global players implement different strategies to improve market share: 

¶ Merger and Acquisition (M&A) of branded spirits companies or acquisition of spirits brands; 

¶ Penetration of markets with higher concentration of unbranded spirits, with their own branded 

spirits; 

  

Business overview 

Industry overview 
 

Figure 3: Segment 

Breakdown- 9m 2009 

Figure 4: Regional 

Breakdown - 9m 2009 

 

Figure 5: Alcohol 

Consumption 

Source: Campariôs consolidated 

statements 

Source: Campariôs consolidated 

statements 

Source: Campariôs consolidated 

statements 
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¶ 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 

ñpremiumisationò increases prices and expands margins. 

 

So far, M&A has been the main competitive strategy which is usually the gateway to implement effective 

premiumisation strategies and increase geographic diversification. 

 

In particular, the recent trend in M&A shows acquisitions are focused on premium brands and usually 

associated with high multiples (e.g. Pernod Ricard paid >20x EV/EBIT to buy Absolut Vodka).  

 

Another trend is expansion in emerging markets (especially in South America and Asia), which are 

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% Italian 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. 
 

 

Therefore, from a growth standpoint, the main drivers are: 

¶ M&A; 

¶ premium products; 

¶ expansion in emerging markets. 

 

In Appendix 8 we present further details of industries and Campariôs spirits market geographical breakdown  

and in Appendix 9 we give further details on worldwide markets growth. 

 

 

 

Campari: a small predator 
 
 

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 

Germany, Italy and Austria. The group also benefited from Skyy vodka sales in US and by an initial 

restocking in US and Brazil.  

 

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 

global spirits sector ranking. The transformation of Campari from a local company into an international 

global player has been accomplished but for Campari there is still way to go. The distance between the Italian 

company and its main competitors is wide and is hard to expect it to catch up substantially in the next few 

years. 

Its relative small size makes it less competitive, relatively weaker in M&A, and less effective to benefit from 

economies of scale that in this sector are very important to manage costs. Last but not least, in 2010 one of 

Campariôs key objectives is deleveraging, so it is unlikely it will pursue any large acquisition. 

 

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 

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. 
 

 

 
 

 

 

 
 

Figure 6: Spirits Market 

Breakdown 

Source: Campariôs 

consolidated statements 

Figure 7: Company’s 

Geographical Positioning 

 

Source: Companysôfinancial statements 
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Premiumisation 

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

spirits business, and the sales growth in Skyy vodka, Campariôs premiumisation process is still at the 

beginning. In fact, there are few premium brands in its product portfolio: Skyy, Campari, Aperol, Wild 

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.  

 

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 

in Figure 8 (Diageo is the biggest player in the spirits industry). 

 

 

Please refer to Appendix 10 for the SWOT analysis. 
 

 

 

 

 

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 (weighted for the relevance of each market in Campariôs sales). 

 

Table 1:  Summary of Income Statement Forecasts for 2009E-2011E 

  1H2009 2H2009E FY2009E FY2010E FY2011E 

Sales 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: Campariôs consolidated statements, Datamonitor forecasting, Supernova estimate. 

 

 

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 Campariôs sales). We do not expect a significant organic 

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. 

 

 

Source:Companiesôconsolidated 

statements 

 

Figure 8: A&P to Sales 
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Valuation 

 

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:  

¶ increase of Spirits contribution to Campariôs total sales from 70.5% in 2008 to 74.7% in 2011E. 

This will improve margins as spirits have higher gross margin;  

¶ 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; 

¶ substantial deleveraging(net debt from ú 594.8 m at the end to 2009E to ú 335.1 m at the end of 

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) 152.0 91.8 243.8 186.2 201.5 

Net Debt   674.8 594.8 594.8 476.7 335.1 

Net debt / Ebitda 3.14 2.22 2.22 1.71 1.14 
 Sources: Consolidated statements, Supernova estimate. 

 

Last year acquisitions (Wild Turkey,ú 417 m, Odessa ú 15 m) pushed Campariôs Net Debt/EBITDA ratio to 

its highest level since 2004 (its 2004-08 range was 1.3X-1.8X). Even if Campariôs management primary goal 

for 2010 is to focus on deleveraging, cost control and organic growth, acquisitions may not be excluded as 

the companyôs ability to increase debt will quickly increase by the end of 2011, as is shown in Figure 1 in the 

investment summary.  

 

 

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  

Our DCFs values Campari at euro ú 9.18  per share for the end of 2010. The DCF target price is based on a 

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

OG-DCF is based on the following assumptions: 

¶ 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);  

¶ cost of debt of 5.7%. It is the average yield of actual Campariôs debt;  

¶ cash tax rate of 20% for 2011-20 given the ability of  Campari to defer ú 18.7 m taxes due to recent 

acquisitionsô goodwill; a terminal tax rate of 28% (this gives rise to two different WACC); 

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

¶ 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); 

¶ 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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étoo good to be true ? 

 

                              Table 3:  OG-DCF Sensitivity Analysis 
 

 

 

 

 

 

 

 

 

 

 

 

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 estimates, the companyôs investment potential will reach ú 600 m by 

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. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                                                             

 
                                                                                                     Source Supernova estimate 

                                          

Since we do not know Campariôs future acquisition plan, we assign an equal probability to the two scenarios 

(OG-DCF and EG-DCF). Combining the two price targets results in a DCF price target of ú 9.18. 

 

 

Return on Invested Capital  

Due to the importance of return on new invested capital in Campariôs external growth oriented strategy, in 

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). 

 

ROIC=
NOPLAT

INVESTED CAPITAL
=

NOPLAT

Sales
 ×

Sales

INVESTED CAPITAL
          NOPLAT= EBIT × (1 CASH TAX RATE)   

 

ROIC is connected to enterprise value through the following equation ( a breakdown of the equation is shown 

in Appendix 6): 

ENTERPRISE VALUE=  
NOPLAT × ( 1  

g
ROIC

)

WACC g
 

  
XXXXX 

      

  
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 8.9 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 9.8 10.11 10.46 

 

Net debt 
to 

Ebitda 

limit Price Weight 

External growth 

respecting internal 

target Net debt on 
Ebitda(ND/Ebitda) 2.2X 9.32 0.6 

External growth 
respecting internal 

covenants ND/Ebitda 3X 9.62 0.3 

External growth 
respecting banks 

covenenants 

ND/Ebitda 3.5X 9.87 0.1 

Price adjusted for 

external growth  

  

ú 9.46 

Terminal growth 

DCF says ú 9.18é 

Sources: Supernova estimate 

We assume: 

¶ in 2010 Campari will not make any acquisition; 

¶ from 2011 to 2013 Campari will make an 

acquisition with a probability of 50%, This is 

consistent with the companyôs historical track 

record of making one large acquisition (>euro 

100) almost every two years; 

¶ from 2014 onward we have made no assumptions 

about external growth; 

¶ every acquisition is estimated to generate EBIT 

equal to 10% of the value of the acquisition. This is  

consistent with Campariôs minimum EBIT 

target for acquisitions; 
¶ 10% of the acquisition value will be fixed assets 

subject to depreciation;  

¶ every acquisition will take place at the beginning of 

the year; 

¶ We used all the other assumptions made in the OG - 

DCF analysis.  

 

Results are summarized in table 4. 

 

Table 4: EG-DCF Results. 
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Where ñgò refers to invested capital growth. 

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: 

 

¶ in the first stage (2011-2020) Campariôs absolute growth is equal to its average historical 5 year 

growth, this implies a 7.55% invested capital CAGR (first stage ñgò). 

¶ 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 managementôs EBIT target on acquisitions, we estimate that 

8% ROIC is appropriate for companyôs external growth. Following 2008 Campariôs pro-forma income 

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 growth of brandôs sales and 

CAPEX following the acquisition. companyôs 2008. We approximate   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. 

 

¶ in the second stage ROIC is equal to terminal WACC; 

¶ 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 

 

 

 

 

 

 

 
                                                            Source: Supernova estimate. 

 

 

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 

Campariôs higher growth rate to be temporary and taper off from 2012 onwards. Despite new acquisitions, 

Campariôs presence in emerging markets remains poor. Furthermore, in the last three years organic growth 

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  

  
IC growth (2011-2020) 

  

5.55% 6.55% 7.55% 8.55% 9.55% 

ROIC 

(2011-

2020) 

10.40% 7.23 7.38 7.52 7.63 7.70 

11.00% 7.36 7.58 7.78 7.96 8.12 

11.60% 7.48 7.75 8.01 8.26 8.49 
12.20% 7.59 7.90 8.22 8.53 8.84 

12.80% 7.69 8.04 8.41 8.77 9.14 

ROIC  says  ú 8.01 
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multiply our 2010E  EPS, EBITDA and Sales for average multiples of key competitors to calculate relative 

valuation target price of ú 8.38. Results are presented below: 
 

 

Table 6: Peers Multiples                                                          Table 7: Price Implied in Multiples 

 
P/E 

 
EV/Ebitda 

 
EV/Sales 

 

 

 26/02/10* 

FY 

2010E*  26/02/10* 

FY 

2010E*  26/02/10* 

FY 

2010E* 

Diageo (DGE LN  - £) 13.7 12.77 10.29 10.42 3.21 3.36 
Pernod Ricard (RI FP - ú) 12.7 13.11 11.28 12.36 3.24 3.57 

Remy Cointreau (RCO - ú) 17.2 16.60 12.49 12.60 2.81 2.85 

Brown Forman (BF/B - $) 16.0 15.10 10.23 10.14 2.57 2.61 

Equallt weighted average 14.9 14.40 11.07 11.38 2.96 3.09 

Campari (CPR IM - ú) 14.3 
 

9.62 
 

2.46 
 Discount -4% 

 

-13.1% 

 

-16.9% 

  

Source: Starmine smart estimates, Supernova estimate.                                                                                                    Source: Supernova estimate. 

 

*Using 2010E Starmine smart estimates about EPS, Ebitda, Sales.                                                           **Using our EPS, EBITDA and Sales estimates.                                      
 

 

 

 

                            Target Price                                             Table 8: Target Price    

 

 

 

 

 

 

                                                                                                                              Source: Supernova estimate 

 

 

 

..”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 Campariôs governance risk to other Italian 

listed companies. Our proprietary model allows us to evaluate the Italian listed companies over  4 main risks: 

board of directors, remuneration, disclosure, and shareholder-stakeholdersô rights. We calculate 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 

companiesô governance to best practices and using checklists to aggregate data. Please refer to the risk section 

for an extensive analysis of Campariôs corporate governance risk. 

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 investorôs decisions and future potential risks. Only a few of its peers (Diageo and Brown-

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 

ñdrink responsiblyò section on its website where it advises consumers on healthy drinking habits and warns of 

the risks and effects associated with alcohol abuse. 

 
Price implied in**: 

 

 P/E EV/Ebitda EV/Sales 

Discount 7.31 7.84 8.01 

No discount 7.64 9.27 9.98 

 

ú 8.38 

 

Price Weight 

DCF 9.18 0.3 

ROIC formula 8.01 0.35 

Multiples 8.38 0.35 

Our target price 
 

8.49 

Our target ú 8.5, 

+12.3% compared to 

actual  ú 7.57 
Since relative valuation supports ROIC valuation 

we give each target price a 35% weight and 30% 

to DCF. 

Our target price for the end of 2010 is ú 8.5,  and 

out rating is ñaccumulateò. Our target price has 

upside risk in case Campari announces an 

acquisition by the end of the year. 

Other headings 
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Curbing the risks 
 

Growth and margin risks 

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

¶ In the last three years Skyy and Aperol (18% of Campariô sales in 2009) have grown with a CAGR 

of 15%, boosting Campariôs organic revenue growth. This trend may not continue in the future. Our 

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; 

¶ 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 

ñlocal expensesò with ñlocal cash generationò. We calculate that in the last five years the absolute 

effect of exchange rate movements on Campariôs EBIT has been on average 25% of the absolute 

effect of exchange rate movements on sales, this last one being on average inside  a range of +1.5% 

of total sales; 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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 Campariôs second shareholder. The fund owns 10.1% of the companyôs 

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 impact1, assuming different liquidation sizes and a liquidation period of three months.   

Given the fund long term investment focus and Campari stock meeting its investment style (ñ..We seek 

companies capable of sustaining high returns on capital without requiring financial leverage..ò2), we believe 

that, although  the magnitude of this risk is relevant, its probability is minimal. 

Corporate governance risk 

Based on the proprietary model presented in the ñOther Headingsò section, we measure the dynamics of 

Campariôs corporate governance risk compared to the average Blue Chip segment (Campari is a Blue Chip 

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 

issuance of last version of the ñCodice di autodisciplinaò (the Italian Corporate Governance 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 below the Blue Chip segment. This is particularly relevant in light of Campariôs 

ownership structure as it may prevent management from changing the level of strategic risk and grow the 

company consistently with minority shareholdersô propensity to risk.  

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, Illiquidity and stock returns: cross section and time series effect, Journal of Financial Markets 5,31-56.  
2-www.cedarrockcapital.com 

 

      

  

0.213 0.218 0.223 0.228 

Sales 

CAGR 

2011-20 

1.20% 6.38 6.57 6.76 6.95 

1.80% 6.63 6.83 7.03 7.23 

2.40% 6.89 7.10 7.31 7.52 

3.00% 7.17 7.39 7.61 7.83 

     

ú 8.5 

target 

Cedar Rock 
Capital 

disinvestment 

 

Price 
impact ï 

3m 

20% - ú 45.5m -10.37% 

10% - ú 22.7m -5.18% 

5% - ú 11.4m -2.59% 

3% - ú 6.8m -1.56% 

Ebit margin 2011-2020 

Risk analysis 

Source: Bloomberg, Supernova 

estimate . 

 

* For example, if Cedar 
Rock Capital disinvested 

10% of its stake (ú 22.7m as 

of 26/02/2010),  Campariôs 
stock price would be 

negative impacted by 

5.18%. 

¶ third party distribution agreement sales 

account for about 14% of Campariôs sales. 

Termination of current agreements for the 

distribution of third party brands and current 

agreements with third parties for the 

distribution of Campariôs brands could have a 

material impact on sales. This risks is also 

highlighted on Campariôs consolidated 

statements; 

¶ we assume A&P to remain constant  at 17.5% 

of sales in our explicit forecasting window. 

However, since the majority of Campariôs 

revenues come from mature markets, the 

company might increase A&P expenses to gain 

market  share or strengthen demand for its 

products. 

 

Table 9: The Left Tail of the Distribution 

 

Table 10: Price Impact 

on Cedar Rock Capital 

Disinvestment*. 

Source: Supernova estimate. 
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APPENDIX 1: Income statement (ú m) 
 

 

H1 2009 H2 2009E 2009E 2010E 2011E 

Revenue 441.8 583.1 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 41.5 98.3 99.6 105.4 

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 15.1 

Reported growth -29.8% -5.0% -16.7% 0.7% 0.8% 

Gross profit 0.8 1.8 2.6 3.0 3.0 

Gros margin 13.8% 20.0% 17.4% 20.0% 20.0% 

      Gross profit 248.9 330.5 579.4 620.3 654.9 
Gross margin 56.3% 56.7% 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 93.3 173.4 179.8 189.8 

SC as % of sales 18.1% 16.0% 16.9% 16.5% 16.5% 

EBITDA before one-offs 109.1 143.4 250.9 278.0 294.4 

one-offs 1.6 0.0 0.0 0.0 0.0 

EBITDA 107.5 143.4 250.9 278.0 294.4 

EBITDA margin 24.3% 24.6% 24.5% 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 

Profit before  tax 83.3 112.6 195.9 216.5 238.4 

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 78.1 138.2 153.9 171.4 

 Adjusted EPS   

 
0.48   0.53   0.59 

 
Source: Campariôs consolidated statements, Supernova estimate 
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APPENDIX 2: Balance Sheet (ú m) 
 

 

H1 2009 H2 2009E 2009E 2010E 2011E 
 

     Fixed Assets 290.1 291.1 291.1 314.5 312.6 

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 216.7 166.9 166.9 172.5 182.2 

Trade Payables 197.8 174.5 174.5 180.5 190.6 

OWC 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 32.9 

Other operating assets 3.1 3.1 3.1 3.1 3.1 

Invested Capital 1777.0 1788.5 1788.5 1821.6 1836.1 

Investment in affiliated and joint venture 0.8 0.8 0.8 0.8 0.8 

Non current assets available for sale 12.7 12.7 12.7 0.0 0.0 

Adjusted total assets 1790.5 1801.9 1801.9 1822.3 1836.8 

      

Share Capital 29.0 29.0 29.0 29.0 29.0 

Reserves  945.0 1034.9 1034.9 1154.2 1290.9 

Minorities 2.4 2.6 2.6 3.2 3.8 

Total shareholders’ equity 976.4 1066.5 1066.5 1186.4 1323.8 

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 67.1 144.6 135.5 

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 1790.5 1801.9 1801.9 1822.3 1836.8 

 
Source: Campariôs consolidated statements, , Supernova estimate 

 

 

 

 

 

 

 

 

 

 

 

 



Davide Campari S.p.a.  

ICFAS Investment Research Challenge Student Research 

                                                                                  

Date 26/02/2010 

 

 13 

APPENDIX 3: Statement of Cash Flows (ú 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 184.36 106.43 290.79 225.03 230.29 

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 -280.13 91.78 -188.34 186.17 201.52 

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 -324.66 74.69 -249.97 118.12 141.58 

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 

      EFCF  -316.86 79.97 -236.88 152.74 176.20 

 
Source: Campariôs consolidated statements, Supernova estimate 

 

 

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 (ú 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 2.43 

EV/Inested Capital (X) 1.216 1.51 1.62 1.53 

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: Campariôs consolidated statements, Supernova estimate 
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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% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 

EBIT 264 277 290 296 305 314 323 333 343 353 

EBIT margin 22.9% 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 

Operating cash flow 242 254 266 272 280 289 298 307 317 326 
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 

 

 

 

 

 

 

 

 

 

 

 
S

Source:  Supernova estimate.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Target Debt / Eqity 33% 

Cost of Debt 5.70% 

Cost of Equity 9.99% 

Average cash tax rate 20% 

WACC 8.64% 

Terminal tax rate 28% 

Terminal WACC 8.53% 

    

OFCF Terminal Growth 1.2% 

Discounted OFCF 1528 

Discounted OFCF as % of 

enterprise value 49.9% 

Terminal value 1537 

Terminal value as % of enterprise 
value 50.1% 

Enterprise value 3065 

Net debt end FY2010E 595 

Minorities 6 

Equiti Value 2584 
Price 2010E € 8.90 
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APPENDIX 6: ROIC formula for enterprise value and model results 
 

 

 

ROIC=
NOPLAT

INVESTED CAPITAL
=

NOPLAT

Sales
 ×

Sales

INVESTED CAPITAL
          NOPLAT= EBIT × (1 CASH TAX RATE)   

 

 

 

How ROIC and invested capital growth are connected to enterprise value (source: Koller, Goedhart, Wessels; ñValuationò, 2005): 

 

 

OFCF= NOPLAT NI                   GROWTHg =  
NI

IC
= ROIC × NI 

 

 

OFCF= NOPLAT NI = NOPLAT × 1 IR =  NOPLAT × ( 1  
g

ROIC
) 

 

Risks 

ENTERPRISE VALUE=
OFCF

WACC g
=  

NOPLAT × ( 1  
g

ROIC
)

WACC g
 

 

 

 

Two stage formula: 

 

 

Ὁὠ=
NOPLATt+ 1  × ( 1  

g1st
ROIC1st

)

WACC1st g1st
× 1

1 + g1st

1 + WACC1st

N

+
NOPLATt+ 1 × (1 + g1st)N  × ( 1  

g2nd
ROIC2nd

)

WACC2nd g2nd × (1 + WACC1st)N  

 

 

N is the length of the first stage (years). 

G1st 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. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: Supernova estimate 

 

 

 

First stage 

 NOPLAT 2011E 215 

ROIC 11.59% 

IC growth   7.55% 

WACC 8.64% 

  Second stage 
 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 € 8.01 
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SKYY

Seila E Mosca

Zedda Piras

Aperol

Riccadonna Teruzzi

Glen Grant

Old Smuggler

X-Rated

Cabo Wabo

Sabia

Esplosion

Odessa

Wild Turkey

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

1H

 

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. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: Campariôs consolidated statements 

 

 

 

 

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

 

 

Source: Campariôs investor relator, Campariôs consolidated statements. 

 

 

 

 

 

 

Industry Features CAMPARI 

 

Brand Brands Turnover Price Elasticity 

Distribution 

Network 

Strategic 

Positioning 

USA International High High Big Players Consolidation 

ITALY Historical Low Low Own Consolidation 

Europe 
Historical 

International 
Low Low 

Own and       Joint 

Venture 

Growth of Aperitif 

and Consolidation 

South America Local  and Historical Low Medium Joint Venture 
Growth of Aperitif 

and Consolidation 

Asia Unbranded Low High Local Long Term 

Australia & Japan International Medium Medium Own New Entry 

2H 
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APPENDIX 9: market value CAGR. 

 

                       

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Datamonitor  

 

APPENDIX 10: SWOT analysis 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: Supernova analysis 

 

 

Soft Drinks 

Wines Spirits 

- Strong premium brands 

- Strong cash flow generation 

- M&A track record 

- Leadrship in Italy and Brazil 

- Positioning in emerging markets 

- M&A 

- New premium brands 

- Few premium brands 

- No M&A (short term) 

- Highly concentrated in low growth markets 

- Too defensive profile 

- New premium brands 

- Exposure to raw material and currencies 

- Legislation on alcohol and excise  duty 

S 

O T 
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APPENDIX 11: Corporate governance risk indicators 
 

100 means the lowest risk. 
 

All values are expressed on average 

* Sample: more than 80% of  the Italian financial  market cap. 

 
Source: Supernova estimate 

 
 

 

 

APPENDIX 12: Sales Forecast 
 

  Model: 

 
ὗόὥὶὸὩὶ ὛὥὰὩίὸ= ὗόὥὶὸὩὶ ὛὥὰὩίὸ4 × (1 + άὥὶὯὩὸ ὫὶέύὸὬὸ+ ὅὥάὴὥὶὭὉὼὸὶὥὋὶέύὸὬὸ)  

ὗόὥὶὸὅὥάὴὥὶὭὉὼὸὶὥὈὩάὥὲὨὸ= +‫ ”× ὗόὥὶὸὅὥάὴὥὶὭὉὼὸὶὈὩάὥὲὨὸ4 + ‎Ὥ× ὨὭ,ὸ

3

Ὥ= 1

+ ×‏ ὅὶὭίὭίὉὪὪὩὧὸ 

- ñdi,tò  are 0-1 variables that consider seasonal effect(ex: d1t=1 for 1st 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 

compared to the same 

quarter the year before 

 
Market Growtht 

(Datamonitor) 

 
CampariExtraGrowtht compared 

to the same quarter the year 

before 

 
QuartCampariExtraDemandt 

 

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% 0.94% 10.60% 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  
 

Source: Campariôs consolidated statements, Datamonitor 

Continues in the next page… 

                       Sub-Indicators Aggregate Indicator 

 Board Remuneration 

Shareholder & 
stakeholdersô 

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 

MINUS EQUAL 3Q04 = 100 
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We consider only statistical significant variables. Results and forecast are presented below: 

 

APPENDIX 12A: model coefficients for spirits               Spirits  Sales per quarter (€ m) 

DepVar: Spirits QuartCamparExtraDemand 

  Coefficients P-Value 

Less than 10% 14.17 ‫ 

ὅὥάὴὥὶὭὉὼὸὶὈὩάὥὲὨὸ4 0.95 Less than 5% 

ὅὶὭίὭίὉὪὪὩὧὸὸ -0.08 Less than 5% 

d_1stQuartert -5.78 Less than 10% 

 

Source: Supernova estimate 

 

 

 

APPENDIX 12B: model coefficients for wines                    Wines  Sales per quarter (€ m) 

DepVar:Wines QuartCampari ExtraDemand 

 

 

Source: Supernova estimate 

 

 

 

APPENDIX 12C: model coefficients for soft drinks                  Soft drinks  Sales per quarter (€ m) 

 DepVar:Soft Drinks QuartCampariExtraDemand 

  Coefficients P-Value 

Less than 10% 29.57 ‫ 

ὅὥάὴὥὶὭὉὼὸὶὈὩάὥὲὨὸ4 0.71 Less than 5% 

ὅὶὭίὭίὉὪὪὩὧὸὸ -0.09 Less than 5% 

d_1stQuartert 14.12 Less than 5% 

 

Source: Supernova estimate 

 

 

 

 

  Coefficients P-Value 
 

Less than 5% 58.12 ‫ 
 

ὅὥάὴὥὶὭὉὼὸὶὈὩάὥὲὨὸ4 0.52 Less than 10% 
 

ὅὶὭίὭίὉὪὪὩὧὸὸ -0.08 Less than 5% 
 

d_1stQuartest -13.57 Less than 10% 
 

d_4thQuartet 37.36 Less than 10% 
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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: 
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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 that investors take a position above the securityôs weight in the FTSE MIB, or any 
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 

month period, and recommends that investors take a position above the securityôs weight in the FTSE MIB, or any other relevant index. A SELL rating is 

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. 
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Disclaimer: 
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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 
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