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Disclaimer
This presentation, any ancillary documents relating to it, any oral presentation and any question or answer session at which this presentation is made (together, the “Presentation”)
has been prepared by Stock Spirits Group PLC (“Stock Spirits Group” or the “Group”). By attending the meeting where the Presentation is made, or by reading the Presentation
slides, you agree to be bound by the following conditions.
This Presentation contains forward looking statements, which are based on the Stock Spirits Group Board's current expectations and assumptions and may involve known and
unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. These statements
typically contain words such as “anticipate”, “assume”, “believe”, “expect”, “plan”, “intend” and words of similar substance. The forward looking statements contained in this
Presentation are based on past trends or activities and should not be taken as a representation that such trends or activities will continue in the future. It is believed that the
expectations reflected in these statements are reasonable, but they may be affected by a number of variables which could cause actual results or trends to differ materially,
including, but not limited to: conditions in the market, market position of the companies comprising the Stock Spirits Group, earnings, financial position, cash flows, return on
capital and operating margins, anticipated investments and economic conditions; the Group's ability to obtain capital/additional finance; a reduction in demand by customers; an
increase in competition; an unexpected decline in revenue or profitability; legislative, fiscal and regulatory developments, including, but not limited to, changes in environmental
and health and safety regulations; exchange rate fluctuations; retention of senior management; the maintenance of labour relations; fluctuations in the cost of raw material and
other input costs; and operating and financial restrictions as a result of financing arrangements. Accordingly, readers should not place undue reliance on forward looking
statements due to the inherent uncertainty herein.
No statement in this Presentation is intended to constitute a profit forecast, nor should any statements be interpreted to mean that earnings or earnings per share will necessarily
be greater or lesser than those for the relevant preceding financial periods for the Group. Each forward looking statement relates only as of the date of this Presentation. Except as
required by the Listing Rules, the Disclosure and Transparency Rules, the Prospectus Rules, the London Stock Exchange or otherwise by law, the Group expressly disclaims any
obligation or undertaking to release publicly any updates or revisions to any forward looking statements contained herein to reflect any change in the Group's expectations with
regard thereto or any change in events, conditions or circumstances on which any such statement is based.
Other than the financial results shown in the Presentation, the information contained in this Presentation has not been independently verified and no reliance should be placed on
such information. No representation, warranty or undertaking, express or implied, is made by the Group or its advisors, representatives, affiliates, officers, employees or agents as
to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of the information or opinions contained in this Presentation or in any communication
(whether written or oral) accompanying this presentation. Neither the Group nor any of its advisors, representatives, affiliates, officers, employees or agents shall have any liability
whatsoever (in negligence or otherwise) for any direct or consequential loss, damages, costs or prejudices whatsoever arising from the use of this Presentation or its contents or
otherwise arising in connection with the Presentation.
The information contained in this Presentation is subject to, and must be read in conjunction with, all other publicly available information. In making this Presentation available, the
Group gives no advice and makes no recommendation to buy, sell or otherwise deal in shares in Stock Spirits Group PLC or in any other securities or investments whatsoever.
The information in this Presentation does not constitute an offer to sell or an invitation to buy any securities or an invitation or inducement to engage in any other investment
activity.
This Presentation is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or
regulation or which would require any registration or licensing within such jurisdiction.

1

Reminder - our strategy

Premiumisation

Millennials

Digital

M&A

Ensuring brand equity is increased,
driven by clear brand marketing
strategies and positioning of
our brands, that enables us to
command higher price positions

Increased awareness
and focus on this valuable
segment of consumers

Using digital marketing to
underpin brand execution
and to engage and keep
pace with consumer habits

Looking at larger, more
strategic opportunities to
deliver growth and shareholder
value for the future

Aim:

Aim:

Aim:

Aim:

30% of Group
revenue to come from
premium brands

Attract internationallyminded consumers
to our local brands

Regularly communicating with
75% of targeted consumers
through digital channels

Consider larger,
more transformational
M&A opportunities

How:

How:

How:

How:

Whisky strategy
New Product Development
(NPD) process
World class brand partners

Marketing insight investment
Provenance of local brands
High Potential (HIPO)
management pipeline

Combined IT/digital strategy
Common digital marketing
architecture
Digitalized processes

Cost and growth synergies
Brand portfolio enhancement
Geographic expansion
Strategic move

A solid foundation forged from:

A solid foundation forged from:

A solid foundation forged from:

A solid foundation forged from:

Strong governance
Compliance
Ethics
Transparency

Engaged people
Empowerment
Talent management
Line of sight

Focused resources
Sales and op planning (S&OP) process
Insight-driven
Strategic planning

Small company agility
Flat structures
Devolved responsibility
Speed

2

M&A to date:

M&A to date:
• Four transactions since end of 2016; three in existing geographies:
1. Acquisition of brands from Bohemia Sekt in Czech in October 2016

2. Investment of 25% stake in Irish whiskey new development in July 2017
3. Acquisition of Distillerie Franciacorta in Italy 2019
4. Acquisition of Bartida in Czech in 2019
• Some limitations in our key markets given existing market shares, and the need to
integrate recent bolt-on acquisitions
• Continue to consider opportunities for further consolidation in our existing markets
nevertheless
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1. Czech brands acquisition in 2016

• €5m acquisition completed in October 2016: spirits business
of two vodka brands and the leading gin brand
• Allowed Czech business greater access to the growing
vodka market, which in 2016 had 6% growth in volume
terms. Whilst this has slipped to just over 1% as at March
2019, growth and financial performance of the brands to
date have been very pleasing versus original acquisition
model
• We stated that we could deliver on bottling synergies and
improve quality; this has been delivered and is a pillar of the
brands financial performance
• Acquisition was relatively straightforward; acquisition of
intellectual property plus some machinery, no direct
overheads or entity
• Manufacturing was seamlessly transferred from vendors to
Stock in Czech (produced in Pilsen with liquids primarily
from our Baltic distillery)
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Note: All reported data from Nielsen Czech total vodka market on an MAT basis December 2016 and March 2019

2. Investment in
Quintessential Brands Irish Whiskey
Quintessential Brands investment:
• Strategic acquisition for Stock gaining foothold in whisk(e)y
understanding and capabilities, the fastest growing category in our
key markets, respecting our key partners Diageo and Beam Suntory
• Stated investment was to build the distillery and brand home / visitor
centre which is now open, with large national press and PR coverage
• Distribution initiated in all our key markets
• Access to capabilities and expertise of maturation and blending
• As stated at time of acquisition, will be earnings enhancing in year
four post-acquisition (2021/2022)
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3. Acquisition of Distillerie Franciacorta:
Stock will be #1 grappa player in Off-Trade

New acquisition brings:
• More scale in grappa, especially premium, with minimal
overheads – earnings enhancing in FY2021
• Enhanced premium On-Trade sales capabilities
• Tripling of sales force bringing growth synergies across Off
and On-Trade for all of our categories
• Stronger provenance to Stock brands
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3. Acquisition of Distillerie Franciacorta:
Stock will be #1 grappa player in Off-Trade
Distillerie Franciacorta: Portfolio
and capability enhancement

• Gozio family member retained as Brand Ambassador
• Completion happened on 3 June 2019. Investment is:

• Opportunities in the growth segment of
premium grappa

• €3.0m paid on signing

• Brings additional scale and increases top line
with minimal overheads

• €2.0m deferred consideration over a four-year
period based on certain performance criteria

• A bigger sales force brings growth synergies
in both Off and On-Trade for all of our
categories
• Purchase of parcel of land to build our own
production plant in the future

• €21.5m paid on completion

• Integration costs in first year; earnings enhancing
thereafter (2020/2021)
• ‘Template’ transaction for family-owned businesses in the
fragmented Italian market
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4. Acquisition of Bartida in Czech: Stock will
be a leading player in premium On-Trade
Bartida: Synergies, new
capabilities and brands
• Build on our overall market
leadership to step change our
capabilities in premium On-Trade

• Bartida focuses on premium OnTrade outlets, utilising an e-shop,
demonstration bar and On-Trade
training centre
• Direct route to market to premium
On-Trade: a proven model in
Czech, we will look to export to
other markets

• Bartida brand portfolio
comprises:
• Owned premium brands
of fruit spirits and liqueurs
• Distribution brands,
primarily in premium rum
• No conflicts with our current
portfolio, including our
distribution brands

• Signed on 13 May 2019;
completion set for 31 May 2019
• €11m investment in total. Two
current shareholders will be
retained for next five years
• €7.3m paid on completion
• Up to €3.7m on earn-out
based on certain
conditions over five years
• Earnings enhancing in FY2020
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M&A in the future

M&A in the future:
• Leverage our expertise in spirits, especially clear and
flavoured vodka, and bitters
• Seek proven local brand positions of scale in segments/
markets
• Strong local provenance of brands
• Cash generative
• Geographic proximity to facilitate synergies
• Continued strict disciplines for evaluation

?

?
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Vodka and bitters - leverage capabilities

Vodka and bitters capabilities:
• Stock has its own vodka distillery in Baltic
region, plus a back-up (rectifier) in Poland
• Bitters production in Czech (Pradlo) and
able to develop new flavours e.g. Black Fox,
Fernet with expanded flavour range
• Able to generate cost synergies e.g. vodkas
acquired in Czech in 2016 supply our own
liquid

Geographies:
• Vodka and bitters ‘belt’ across Central and
Eastern/Northern Europe
• Have stated will not invest in Russia,
Belarus and Ukraine; deemed as too risky

Current SSG markets

Key markets for vodka & bitters consumption
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Disciplines in considering targets

Our discipline in evaluating
opportunities:
• Due diligence is critical: financial, legal and tax
• Ongoing focus on synergies in cost and growth
• Value creation / earnings enhancing over a
defined period
• Hurdle rates (in excess of Group WACC: 7.5%)
are set on a case by case basis reflecting
specific deal circumstances and markets
• IAS 36 impairment rates:

Valuation multiples:
• Comparing multiples in the sector:
• EBITDA: industry average over the
past 15 years has been 16-18x on
international spirits businesses.
Multiples of our bolt-on acquisitions
are in the range of 10-12x EBITDA
• Consideration per case: industry
average of €800-1300 per case; our
bolt-on acquisitions are in the range of
€140-165 per case

• Czech: 9.6%
• Italy: 13.3%
• Other criteria are also evaluated e.g. multiples,
pay-back period to provide further assurance
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Financial facilities
Leverage and free cashflow conversion since December 2017:

Metric
Leverage
Free cashflow
conversion

12 mth to
Dec
2017

6 mth to
June
2018

9 mth to 6 mth to
Sept
March
2018
2019

0.94x

0.67x

0.53x

0.42x

86.3%

146.9%

133.6%

93.2%

Note:
1. Leverage is the net debt at the period end divided by the pro-forma 12 months EBITDA to the period end.
2. Free cashflow calculated as Adjusted EBITDA less capex, net working capital change, excluding any costs associated with M&A, financing and tax

Leverage target between
0.5x – 1.5x for the Group
Cash flow conversion
continues to be a strength
Finance facilities: €200m
total until November 2022;
as at 30 September 2018
had €108m of undrawn
facilities
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M&A summary

• Four M&A transactions to date:
primarily bolt-on acquisitions in
existing markets, with one strategic
acquisition
• Concentrated on bolt-ons to allow
management to focus on stabilisation
of Poland
• Poland now delivering tangible
growth, value and market share

• Now a real focus on M&A in the
future to develop the footprint of
Stock in Europe, seeking local
positions of scale
• Leverage our strengths and
capabilities; brands (vodka and
bitters) and cash generation
• We maintain a very disciplined
approach to evaluating targets,
focused on clear returns over a
defined period and cash generation
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