@ VETIVA

CAPITAL MANAGEMENT LIMITED
RC.485600

PRESS RELEASE: Vetiva expects premiumization to drive beer growth in Sub-
Saharan Africa

AB InBev was formed in 2008 and holds the position of the largest brewing
company in the world. Its latest major deal, which exposed it to the growing
beer market in Africa, is the acquisition of SABMiller, completed in 2017, which
added SABMiller’'s capacity to its name. Currently, the company manufactures and
distributes alcoholic beverages (primarily beer) and soft drinks, from over 200 breweries,
selling ¢.500 brands including Budweiser, Bud Light, Corona and Stella Artois which are
sold by its various international breweries, with operations spanning Beer, Beyond Beer
and Non-Beer segments, across North America, South America, Asia-Pacific, Europe,
Africa, and the Middle East.

In her coverage initiation report for the South African listed entity, Chinma Ukadike, the
SSA FMCG Analyst at Vetiva Capital Management Limited, shares her expectations for
Anheuser Busch InBev and the global beer industry.

AB InBev was formed in 2008 and holds the position of the largest brewing company in
the world. Its latest major deal, which exposed it to the growing beer market in Africa, is
the acquisition of SABMiller, completed in 2017, which added SABMiller’s capacity to its
name. Currently, the company manufactures and distributes alcoholic beverages
(primarily beer) and soft drinks, from over 200 breweries, selling c.500 brands including
Budweiser, Bud Light, Corona and Stella Artois which are sold by its various international
breweries, with operations spanning Beer, Beyond Beer and Non-Beer segments, across
North America, South America, Asia-Pacific, Europe, Africa, and the Middle East.

In the report, Chinma mentions that “At $54.3 billion, AB InBev’'s Revenue has grown at
a CAGR of 4% over the last 7 years. Driving this growth is the company’s superior volumes
across global markets. Being the world’s largest brewer, the company has maintained
market leadership in major markets, taking advantage of an increasing drinking population
to expand sales volumes.”

Speaking on the North American market, with specific focus on Canada and the U.S., she
believes that while beer sales lean more towards the value and core segments, changing
consumer tastes are more favourable to the Spirits segments, with traditional beer
gradually losing market share in consumers’ minds. She, however, believes that income
growth expectations in the region would support beer volume and value, nonetheless.

Stating that the European and African markets are being driven by growth in key markets
like Germany, the UK and Nigeria, she says that across the African markets, consumption
remains low, and provides room for growth especially in the beer segment, which is more
affordable than other alcoholic drinks. Also highlighting the South African market, her
outlook for the industry is hinged on population growth, income levels in the country and
possible age-related alcohol regulations. Thus, she claims that the current drinking
population could shrink by the portion of the Gen Z drinking population that is currently
between the ages of 19 and 20.

While she believes that the focus across the Asia Pacific region has been mixed, with value
and core brands being the dominating segments, she emphasized that the region has not
been immune to the premiumization sweep happening globally. For South Korea, although
beer consumption is tilted to the value segment, the transition from value-based tax on
beer to volume-based tax may somewhat level the pricing difference between these two
segments and would consequently push the current premiumization wave further and adds
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that the rise in middle income households also bodes well for consumption and supports
more expensive consumer tastes.

The beer industry in Middle America is expected to be driven by the growth in volumes as
well as growing premiumization across the board, which would place the region in a top
spot in value terms.

Speaking specifically to Brazil and Argentina in the South American region, she believes
that in Brazil, with decade-high (and rising) inflation rates in the country, consumer wallets
have remained under pressure and are expected to maintain this trend in the coming
months. Accordingly, she expects this to affect core volumes as consumers may
increasingly down-trade to the value segment.

She believes that the company is well placed to capture growth from the markets, given
its current strategy of focusing on a “beyond-beer” strategy and a technology-driven
ecosystem. Among other fundamental reasonings, she values the stock at a target price
of ZAR1,119.12/share, with a HOLD recommendation.
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Disclosure:

This note is for information purposes only and is not intended to provide personal investment advice. This note does not take into account
the specific investment objectives, financial situation and the particular needs of any specific person. Investments and securities
discussed in this note may not be suitable for all investors and certain investors may not be eligible to purchase or participate in some
or all of them. Investors should independently determine the suitability of, and evaluate the investment risks associated with investments
and securities discussed herein. All investors are solely responsible for their investment decisions. Any decision to purchase or subscribe
for securities in any offering must be based solely on existing public information on such security or the information in the prospectus or
other offering document issued in connection with such offering, and not on any information contained herein. Thus, Vetiva and its
officers and employees shall not accept liability for any loss arising from the use of this note or its contents in making investment
decisions or recommendations. It is instructive to note that a company’s past performance is not necessarily indicative of its future
performance as estimates are based on assumptions that may or may not be realized. Accordingly, the value, price or income from
investments mentioned in this note may fall, as well as rise, due to economic conditions, industry cycles, market indices, operational or
financial conditions of companies or other factors. Any ratings, forecasts, estimates and opinions set forth in this note constitute the
analyst(s) position as at the date and time of this note and may not necessarily be so thereafter, as they are subject to change without
notice. Vetiva is not obliged to update this note or bring any such changes to your attention. Whilst reasonable care has been taken in
preparing this note, no responsibility or liability is accepted either by Vetiva, its officers or any of its employees for any error of fact or
opinion expressed herein. This note provides general information only. Vetiva, through other business units, may have issued, and may
in the future issue trading ideas or recommendations that are inconsistent with, and reach different conclusions from, the information
presented in this report. Such ideas or recommendations reflect the different time frames, assumptions, views and analytical methods
of the persons who prepared them, and Vetiva is under no obligation to ensure that such other trading ideas or recommendations are
brought to the attention of any recipient of this note. Vetiva may make investment decisions or take proprietary positions that are
inconsistent with the recommendations or views expressed herein. Also, Vetiva may have financial or other beneficial interest in any of
the securities or related investments listed in this note. Facts and views presented herein have not been reviewed by, and may not
reflect information known to, professionals in other business areas of Vetiva, including the Investment Banking team and the Wealth
Management team, as Vetiva has established information barriers between its Research team and certain business groups.
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