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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.
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Business Review:
Mirek Stachowicz
Chief Executive Officer
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2019: Successfully delivering our growth strategy
Strong performance in key
markets:

Positive underlying
financial performance1:

Strong cash generation2:

Poland: continue to out-perform
competitors in volume and value
share growth. Revenue growth of
+14.0%

Underlying revenue +10.1%
(constant currency)

91% cash conversion in the year

Czech: clear leadership position in
the market; on-trade capabilities
bolstered by Bartida acquisition.
Underlying revenue growth of
+10.0%

Underlying adjusted EBITDA +7.3%
(constant currency)

As at 30 September 2019, leverage
is 0.7x

Adjusted basic EPS +17.7%

M&A completed and
integration on track:

Future value-creation
opportunities:

Final dividend proposed:

Acquisition in Italy: Distillerie
Franciacorta for €26.5m,
completed in June 2019

Continue to assess value-enhancing
acquisitions that leverage our core
capabilities

Progressive policy continues

Bolt-on acquisition in Czech: Bartida
for up to €11m (€7.3m + €3.7m
deferred over 5 years), completed
in May

Announcing expansion of Poland
distillation capacity: c. €25m over 3
years; 5 year pay-back

Total dividend 8.94€ cents per
share; +5.1%
Final proposed dividend: 6.31€
cents per share; +5.0%

Notes:
1. Underlying results exclude the impact of acquisitions in the year from revenue and EBITDA. Adjusted basic EPS includes results from acquisitions but removes the
impact of exceptional items
2. Cash conversion is adjusted free cashflow as a % of adjusted EBITDA. Leverage is the ratio of net debt: adjusted EBITDA
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Overview of the Polish spirits market
Increasing consumer confidence and purchasing power
Value by category for the 12 months to September 2019
(with Y-o-Y growth rate on MAT basis %)
Other +12.7%

€

Economic backdrop
remains positive

Clear vodka +4.6%

Brandy +5.5%

Within vodka, higher price
segments continue to
deliver greatest growth

Whisky +15.7%

Total:

€3.7bn

Whisky category continues
to grow strongly

(+7.5%)
Flavoured vodka +8.1%

Other: rum, gin and tequila
starting to show good growth
from a low base
Clear Vodka

Segment

% of total clear vodka

MAT Growth

Economy

13.7%

-2.4%

Mainstream

60.2%

+1.5%

Premium

16.9%

+25.4%

Top Premium

8.5%

+3.7%

Ultra Premium

0.6%

+28.6%

Source(s):
Graph: Nielsen, total Poland (excluding beer, wine & cider), value market share, MAT on monthly basis September 2019
Table: Nielsen, total Poland, total off-trade, total clear vodka on MAT basis and change in MAT value September 2019

€

Proposed duty increase of
10% from January 2020;
plans in hand to manage
this. (Previous duty increase
was in 2014)
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Poland vodka category share gains
in the last six months
Outperforming the competition
Vodka volume and value market share - last
6 months vs prior 6 months (%, all channels)
Volume

Value

Also outpacing the market in clear
and flavoured value growth:

50%
45%

Roust
-0.6%

40%

Roust
-0.6%

35%
30%

Stock continues to outpace its key
competitors in both volume and
value share gains

Stock
+1.5%

Stock
+1.4%

Price segment and MAT
value growth

Brand value growth

Economy clear -2.4%

Żubr +26.5%

Mainstream clear +1.5%

Żołądkowa De Luxe +6.2%

Premium clear +25.4%

Stock Prestige +26.4%

Top Premium clear +3.7%

Amundsen +13.8%

Ultra Premium clear
+28.6%

Beluga +30.4%

25%
20%
15%
Flavoured +8.1%

MB
-0.9%

10%

Lubelska +18.7% ; Saska
+102.3%

MB
-0.8%

5%
0%
Oct 18 - Mar 19

Apr 19 - Sept 19

Oct 18 - Mar 19

Apr 19 - Sept 19

Source(s): Nielsen, total Poland, total off-trade, total clear vodka on six month basis. Price segment and brand MAT value growth at September 2019
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Mainstream clear vodka pricing
A positive upwards trend
Total Poland average price per litre (PLN) - all size formats
45.00
44.50
44.00
43.50
43.00
42.50
42.00
41.50
41.00
40.50
40.00
Mar
2018

Apr
2018

May
2018

Jun
2018

Jul
2018

Aug
2018

Sep
2018

Oct
2018

ZOLADKOWA DE LUXE (Stock)

Nov
2018

Dec
2018

Jan
2019

Feb
2019

ZUBROWKA (Roust)

Mainstream segment +1.5% MAT value growth.

Mar
2019

Apr
2019

May
2019

Jun
2019

Jul
2019

Aug
2019

Sep
2019

KRUPNIK (Marie Brizard)

Żołądkowa De Luxe +6.2% MAT value growth.

Source(s):
Graph: Nielsen, total Poland, total clear vodka by volume, net sales per litre (PLN) all size formats September 2019
MAT value growth (segment and brands): Nielsen, total vodka, Poland September 2019
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Poland market share trends
A great performance in a competitive market
Stock has delivered 29 months of consistent volume share growth, and 25 of value share growth1.
Continues to take share from both major competitors
Quarterly % change in volume and value (for the LTM to September 2019 vs September 2018)
Volume

Value

4.0%

4.0%

3.0%

3.0%

2.0%

2.0%

1.0%

1.0%

0.0%

0.0%
Q1 vs PY

Q2 vs PY

Q3 vs LY

Q4 vs LY

Q1 vs PY

-1.0%

-1.0%

-2.0%

-2.0%

-3.0%

Stock

Roust

Marie Brizard

-3.0%

Volume Market Share Movement

Stock

Q2 vs PY

Q3 vs LY

Roust

Q4 vs LY

Marie Brizard

Value Market Share Movement

As At Sept 2018

As At Sept 2019

Stock

28.8%

29.6%

Roust

45.1%

44.3%

MB

11.0%

9.2%

As At Sept 2018

As At Sept 2019

Stock

29.3%

30.2%

Roust

44.5%

43.5%

MB

10.0%

8.4%

Source(s): Nielsen, total Poland, total off trade, total vodka (defined as sum of total vodka, flavoured vodka and vodka-based flavoured liqueurs)
value and volume for each quarterly period, to September 2018 and 2019. LTM = last twelve months; PY = prior year; LY = last year
1. In reference to month versus equivalent month LY

9

Strategy in action
Millennials love Saska
Strategic pillar: Millennials
Objective: Saska is aimed at appealing to young-adults/
millennial drinkers in the high margin flavoured category
Strategy: a compelling communications campaign to
support three new flavours launched in 2018; supported
by point of purchase merchandising and a social media
campaign which reached over 2 million views on different
platforms
Pairing of these flavours with selected foods drove usage
Result: Saska flavours achieved +102.3% MAT value
growth vs last year in Polish off-trade, doubling its share
of total flavoured category in retail sales value

Source(s): Nielsen, Poland, total off-trade, MAT value September 2019
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The Czech market
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Overview of the Czech market
As in Poland, a positive economic climate driving growth
Value by category for the 12 months to September 2019
(with Y-o-Y growth rate on MAT basis %)

Other

Rum +10.6%

Fruit & other liqueurs -10.5%
Fruit distillates -4.2%
Whisky +5.3%

Total:

€0.5bn
(+3.2%)

Herbal bitters and liqueurs -8.2%

Economic climate continues
to be positive, leading to
consumer demand for
premium products

Vodka +0.0%

Rum and whisky growth
compensated for contraction
in herbal bitters. Vodka flat,
with less growth of private
label

Source(s): Nielsen, Poland, total off-trade, MAT value September 2019

Proposed duty increase of 13%
from January 2020; plans in
hand to manage this. (Previous
duty increase was in 2010)
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Czech - operational highlights
Enhanced market-leading position 1
Value share of total spirits (%)
Growth in total share driven by rum and whisky
Share of rum category bolstered by strong
performance of Republica and newly acquired
Bartida rums

33.0%

34.3%
+1.4%

MAT Sept 2018

Herbal bitters decline being addressed by Fernet
relaunch in summer 2019: +22%3 average price
per litre increase achieved post relaunch, and
anticipate improved performance in Q1 2020
ahead of Christmas trading
Strong whisky portfolio due to well-established
partnerships with Beam Suntory and Diageo, as
well as our own whisky brands

MAT Sept 2019

Value share of rum category (%)2
65.8%
61.8%

+4.0%

MAT Sept 2018

MAT Sept 2019

Value share of herbal bitters category (%)
Acquisition of Bartida further strengthens our
premium on-trade capabilities

36.2%
-4.4%

Source(s): Nielsen, total Czech Republic, total off-trade MAT March 2019
1. From available data from the last 5 years
2. The “Rum” category includes both traditional rum (made from sugar cane)
and “local rum” (made from sugar beet)
3. Average price per litre, Sept 2019 versus Sept 2018

MAT Sept 2018

31.8%

MAT Sept 2019
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Strategy in action
Using digital to relaunch Fernet
Strategic pillar: Digital
Objective: A multi-channel re-launch campaign

Strategy: Executed from April to September 2019 using
an online campaign: “Be the maker of your own
destiny”, including:
• Content-on-demand adverts on Facebook and Instagram
• Sampling events

• Music events to generate online social media
activity by attendees in the target demographic
Result: Improved awareness and higher consumption
frequency scores with consumers1:
Perception scores on “Fernet Stock is a brand I want to be
seen with” increased by +50%
• “Fernet Stock is better than other brands” increased by +53%

Notes:
1. As measured by brand health tracking and evaluation by Millward Brown Brand Health, September 2019 pre & post campaign analysis
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The Italian market
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Overview of the Italian market
Fragmented but attractive
Value by category for the 12 months to September 2019
(with Y-o-Y growth rate on MAT basis %)
Digestives +6.2%

Other

Spirits market growth rate
increased

Sambuca +2.6%

Market remains fragmented,
providing further
consolidation potential

Sweet cream liqueur +1.8%

Aperatives +8.3%

Total:

Grappa* -0.1%

`
€1.6bn
(+3.8%)

Whisky* -1.0%

Flavored vodka* -4.4%
Brandy* +1.4%

Rum* +0.9%

Lemon cream liqueur* -0.5%

Gin* +19.4%

Fruit cream liqueur* +1.2%

Grappa decline due to
economy segment, with
more premium segments
growing at 2.1%1

No developments re the
possible VAT increase

Clear vodka* +2.8%

*Stock has own or distribution brands in these categories in 2019
Source: IRI, total Italy, total on and off-trade, value market share, MAT September 2019
1. IWSR, total Italy, total on and off-trade to end December 2018
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Italy – operational highlights
Investments starting to bear fruit
Underlying business showing signs of
stabilisation, with positive revenue growth in H2
2019
Pleasing growth in brandy, underpinned by the
more premium Stock XO variant
Relaunch of Keglevich beginning to gain traction
in flavoured vodka
Acquisition of Distillerie Franciacorta adds scale
in the growing premium grappa segment
New Italian Managing Director Marco Alberizzi;
turnaround track record at Bacardi Italy

Value share of brandy (%)
14.7%

15.2%

+0.5%

MAT Sept 2018

MAT Sept 2019

Value share of flavoured vodka (%)
60.9%

61.0%

+0.1%

MAT Sept 2018

MAT Sept 2019

Value share of clear vodka (%)
22.6%

22.5%
-0.1%

Source(s): IRI, total Italy, total off-trade, by category MAT September 2019

MAT Sept 2018

MAT Sept 2019
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Strategy in action

Premiumising an existing and much-loved brand – Stock 84
Strategic pillar: Premiumisation
Objective: Premium range extension of Stock 84;
a barrel aged, 8 year old brandy – Stock 84 XO
Strategy: Improved the overall brand positioning two
years ago; now commands a retail price premium of
c.35% (vs Stock 84), with greater success with
consumers across modern off-trade

Result: Achieved MAT value growth of +4.5%, well
ahead of total brandy category growth of +1.4%

Source(s): IRI, total Italy, total off-trade, brandy MAT September 2019
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Other markets

19

Other markets – operational highlights
Slovakia
Marginal decline in volume share, but maintained
value share in a growing market

Impacted by pricing competition in bitters
category; Fernet relaunch is addressing this
Amundsen’s value growth rate was double
that of the total vodka category
Republica rum now the number two imported rum
after Captain Morgan, in its first year of launch

International
Croatia: grew volume and value through ontrade focus, supported by re-launch of Stock
84 and a wider range of distribution brands
Germany: Polish vodka brands continue to
strengthen
UK: new distributor continues to expand
distribution of Stock’s portfolio, with volumes
well ahead of last year

Source(s): Nielsen, total Slovakia, total off-trade, total spirits MAT September 2019
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Third party brands
Growing the strength of our route-to-market
• Success of Stock’s own brands creates a strong route-to-market, making us an attractive partner for
global brand owners. E.g. multi-year contracts with Beam Suntory and Diageo
• Only work with highly complementary brands
• Generate incremental margins from categories in which we are otherwise not present
• Third party brands are one of our premiumisation drivers, albeit their growth dilutes our overall % margin
Some examples:
Poland value share growth:
• Jim Beam +14.4%
• Beluga vodka +30.4%
Czech:
• Beam and Diageo achieved value share growth
from 8.4% to 10.7% in the growing whisky
category
Slovakia:
• Jim Beam grew value +10.0%, ahead of the
total whisky category at +7.4%

Source(s): all data from Nielsen for the respective country on a MAT September 2019 basis (absolute growth or % of total category)
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M&A: progress update
Distillerie
Franciacorta

Bartida

€24.5m paid in year: €21.5m for the
business and €3m for land; up to €2m
deferred based on certain performance
conditions over a four-year period.
Expected to be earnings enhancing in
FY2021

€7.3m paid on completion, with an
additional deferred consideration of up
to €3.7m based on certain performance
conditions over a five-year period.
Expected to be earnings enhancing in
FY2020

Provides scale in grappa, especially in
premium. Tripled on-trade sales force

Step change in our capabilities in
premium on-trade

Stronger provenance to Stock brands

Provides a direct route to market for the
premium on-trade

Integration plans on track

Integration plans on track

Irish whiskey: QBIWL
Distillery operational and visitor
centre open since March
Brands are multi award winning.
Products being distributed into
our markets: Poland now the
number three market for The
Dubliner

Expected to be earnings
enhancing in year 4 (FY2022)
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Investment plans
Value creating opportunity:
Announcing decision to invest in our Polish
distillation capabilities:
•

C. €25m

•

Three year period

•

Five year pay-back

Investment will provide:
•

Additional capacity

•

Margin enhancement

•

Strategic flexibility
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M&A: the future
Clear criteria and a disciplined approach
Value creating acquisitions:
Leverage our expertise in spirits, especially
clear/flavoured vodka and bitters
Seek proven local brand positions of
scale and segments/markets with growth
potential
Cash generative
Geographic proximity to existing
operations in order to facilitate synergies

Geographies:
Vodka and bitters ‘belt’ across Central
and Eastern/Northern Europe

Current SSG markets
Key markets for vodka
& bitters consumption

As previously stated, will not consider
acquisition opportunities in Russia, Belarus
and Ukraine – as deemed to be too risky
24

Financial results:
Paul Bal
Chief Financial Officer
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Financial highlights
Change in year-end to 30 September last year
• Reported basis: 12 months versus 9 months
• Proforma basis: 12 months with comparatives
Proforma trading results reveal continued progress
• Underlying revenue growth (at constant currency) +10.1% to
€308.4m
• Underlying gross profit margin at 47.5%
• Underlying adjusted EBITDA growth (at constant currency) +7.3%
to €63.2m
• Underlying adjusted EBITDA margin at 20.5%

• Adjusted basic EPS growth +17.7% to 19.68 €cents per share
Continued strong cash flow and a solid balance sheet
Managing proposed excise increases in our two key markets
Increased dividend proposed
Accounting standards changes

Notes: References to underlying performance, is the movement in reported 2019 excluding the impact of the year’s acquisitions compared to proforma 2018
Adjusted EPS is excluding the impact of exceptional items and includes the results of the acquisitions in the year
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Consolidated P&L
(proforma comparatives)
€’000s

Sept 2018

Sept 2019

% Change

282,397

312,419

10.6%

(144,234)

(164,600)

138,163

147,819

48.9%

47.3%

Selling expenses

(57,731)

(61,299)

Other operating expenses

(30,069)

(31,644)

Impairment loss on trade
and other receivables

(1,311)

(430)

(386)

(536)

48,666

53,910

(14,900)

(11,693)

Operating profit

33,766

42,217

Net finance costs

(3,105)

(3,987)

Profit before tax

30,661

38,230

(12,331)

(10,868)

Exceptional tax (expense) / credit

(4,700)

948

Profit for the period

13,630

28,310

107.7%

16.72

19.68

17.7%

Adjusted EBITDA

59,363

63,217

6.4%

Adjusted EBITDA margin %

21.0%

20.2%

Revenue
Cost of goods sold
Gross profit
Gross profit margin %

Share of loss of equity-accounted
investees, net of tax
Operating profit before exceptional
expenses
Exceptional expenses

Income tax expense

EPS (adjusted basic) €cents per share

7.0%

+10.1% underlying revenue increase at
constant currency
Gross margin softened mainly due to mix across
geographies, channels, customers and portfolio
Selling expenses up due to increased
investment in sales force and brands
Other operating expenses increased due to
higher people costs and higher performance
based reward

10.8%

Finance costs up mainly due to higher
borrowings to fund acquisitions

25.0%

The lower tax charge reflects the impact of the
prior year settlements, mainly in Italy
Exceptional items comprise non-cash
impairments taken against our Italian business in
2018 (€14.9m) and 2019 (€14.3m), a realisation of
a €3.8m exchange gain following liquidation of a
subsidiary and acquisition costs of (€1.1m) in
2019. Exceptional items in tax reflect changes in
Polish tax law (2018) and deferred tax
consequences of the 2019 Italian business
impairment
+7.3% adjusted underlying EBITDA on a
constant currency basis

Notes: 2018 numbers are proforma (see appendix I for reconciliation to reported figures)
References to underlying performance, is the movement from reported 2019 excluding the impact of the year’s acquisitions compared to proforma 2018
Adjusted EPS is excluding the impact of exceptional items and includes the results of the acquisitions in the year
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H1 – H2 performance
Strong H2 vs H1
Revenue (€m) at constant currency
143.0

137.0

156.9

155.5
4.0
151.5

9.7%

H1 FY18

H2 FY18

Reported for 2018
€145.1m

€137.3m

H1 FY19

27.2

H2 FY19

Revenue from acquisitions

x.x% Underlying Y-o-Y growth

33.5

29.7

22.2%

19.8%

21.4%

19.1%

H1 FY18

H2 FY18

H1 FY19

H2 FY19

Reported for 2018
€32.2m

€27.2m

Underlying revenue consistently increased yearon-year

155.5
10.6%

Adjusted EBITDA (€m) at constant currency
31.7

H1 now includes the traditional peak trading
period before Christmas and New Year

% Adjusted EBITDA margin

Adjusted EBITDA increased year-on-year

EBITDA margin reduced as expected in FY19
largely due to the margin impact of sales mix
across geographies, channels, customers and
portfolios, plus integration costs in H2
EBITDA growth in H2 FY19 due to a better mix
and a later Easter. Underlying EBITDA margin
in H2 FY19: 19.6%
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Volume and revenue
Volume (m 9L cases)

Continued solid volume growth of 8.5% (8.0% on
an underlying basis), driven by stronger volumes
in both Poland and Czech

0.1
8.5%
Acquisitions

14.3

13.3

Underlying

Proforma revenue growth (at actual rates)
is €30.0m (+10.6%)
Underlying proforma revenue growth
(at actual rates) is €26.0m (+9.2%)

Sept-18

Sept-19

Key drivers being:
Revenue (€m) at actual rates
4.0
10.6%

282.4

Sept-18

308.4

Sept-19

Acquisitions
Underlying

Existing brand volumes

8.0%

Pricing

0.7%

Mix

1.4%

Underlying growth @
constant currency

10.1%

FX

(0.9%)

Underlying growth @
actual rates

9.2%

Acquisitions

1.4%
10.6%

Prior year revenue at constant currency €280.0m

Notes: Constant currency basis restates the prior year monthly figures at the 2019 actual exchange rates for each month
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Gross profits up 7.0%
Gross profit progression driven by:
• Volume and value growth, especially in Poland and Czech
• Success of the premiumisation strategy
• Acquisitions
Gross margin of 47.3% reflects delivery of our strategic plans:
• Mix impact as planned: Increasing third party distribution

– Market mix
– Channel mix Poland
– More bought in liquid
– Integrating the acquisitions
• Limited impact of cost inflation

Future investment for margin improvement:

–
–

C. €25m investment in expanding our Polish distillation capabilities
Over three year period and five year pay-back
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Poland financial performance
Revenue (€m) at constant currency
171.7
150.6

14.0%

Continued solid growth across clear and
flavoured vodka, in all price segments and all
brands
Key drivers of revenue increase at constant
currency:
Volume

Sept-18

Sept-19

Reported for 2018:

Adjusted EBITDA (€m) at constant currency
43.1
9.0%

39.5
26.2%

43.1
25.1%

Sept-18

Sept-19

Reported for 2018:
€40.4m

Price

1.1%

Mix

1.8%
14.0%

€152.6m

39.5

11.1%

Adjusted EBITDA increased, but EBITDA
margin softened mainly due to higher marketing
investment, putting our margin outside our
desired 26-27% range

% = Adjusted EBITDA%
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Czech financial performance
Revenue (€m) at constant currency

Strong revenue growth driven by continuing
premiumisation

2.3
13.1%

79.0

71.9
Sept-18

Bartida

Key drivers of revenue increase at constant
currency:

Underlying

Existing brand volumes

3.7%

Pricing

2.5%

Mix

3.8%

Sept-19

Reported for 2018:

Underlying growth

€73.2m

Bartida

10.0%
3.1%
13.1%

Adjusted EBITDA (€m) at constant currency
Increase in adjusted EBITDA also reflects
reduction in marketing investment due to fewer
launches compared to last year

0.2

21.7

12.1%

21.7

30.3%

Sept-18

Reported for 2018:
€21.6m

24.2
Bartida
30.0%

Underlying

Sept-19

% = Adjusted EBITDA%

EBITDA margin dilution due to Bartida
integration
Within exceptional items, we recognised €0.2m
of acquisition costs in relation to Bartida
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Italy financial performance
Revenue (€m)

H2 2019 saw a positive trend in the underlying
results

(0.3)

1.4

Key drivers of revenue growth:
Existing brand volumes

25.8

25.4

25.4

26.9

Pricing

0.3%

Mix

0.1%

Underlying decline
Sept-18

Underlying

DF

Sept-19

(1.6)%

DF

(1.2)%
5.6%
4.4%

Adjusted EBITDA (€m)
(0.5)

Distillerie Franciacorta result distorted by
integration costs
(0.3)

4.4

3.6
3.9

3.6

17.1%
Sept-18

13.2%
Underlying

EBITDA margin in 2018 benefitted from bonus
and bad debt provision releases

DF

Sept-19

% = Adjusted EBITDA%

Beyond EBITDA, we have recognised a €14.3m
non-cash impairment charge relating to goodwill
and brand carrying values, and a €0.9m charge
relating to Distillerie Franciacorta acquisition
costs
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Other segments finance performance
Slovakia, Bosnia, Croatia, Bosnia & Herzegovina, our export activities and our Baltic
distillery

Revenue (€m)

Continued strong growth in International division
revenues, including €0.3m from exports of
Distillerie Franciacorta products, as well as
higher volumes and improved pricing

1.3

0.3

30.9

30.9

32.3

32.5

Sept-18

Underlying

DF Export

Sept-19

Adjusted EBITDA (€m)

(0.4)

5.4
5.3

5.3

18.5%
Sept-18

Reduction in adjusted EBITDA due to increase in
Baltic Distillery costs, partially offset by positive
contribution from export of Distillerie Franciacorta
products

0.1

5.7

Slovakia delivered slight growth in challenging
market conditions

16.7%
Underlying

DF Export

Sept-19

% = Adjusted EBITDA%
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Impact of FX movements
Revenue bridge Sept 2018 - 2019 (€m)
28.4
282.4

4.0

(2.4)

310.8

312.4
312.4

282.4

Revenue Sept
2018

Underlying
operating
activities

Acquisitions

FX

Revenue Sept
2019

Adjusted EBITDA bridge Sept 2018 – 2019 (€m)
4.3

(0.5)
0.5

Given our business model, Brexit is not
considered to be a key risk

There are no formal hedging instruments in
place at 30 September 2019
Key exchange rates set out in Appendix II

63.2

59.4

EBITDA
Sept 2018

Revenue negatively impacted by FX of €2.4m
(-0.9%) as our two main currencies weakened
against the Euro:
• Polish Zloty (€1.9m): -0.7%
• Czech Koruna (€0.5m): -0.2%

Operating
activities

Impact of FX

EBITDA
Sept 2019
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Net finance costs
€m

Sept 2018

Sept 2019

Interest payable on bank loans

1.6

2.3

Bank commissions and guarantees

0.8

0.6

Other net interest expense

0.7

1.0

Finance costs (pre-FX movement)

3.1

3.9

-

0.1

3.1

4.0

Foreign currency exchange loss
Net finance costs

Increase in interest payable due to:
• Higher drawings in Poland
to pay the historic tax assessment
(being appealed)
• Higher borrowings in Italy to fund
acquisition of Distillerie Franciacorta
• Higher borrowing in Czech to fund
acquisition of Bartida

• Higher interest rate in Czech
Republic
Increase in other net interest expense
relates to increased factoring in Poland
No change in our financing facilities,
which run to end 2022
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Tax
€m

Sept 2018

Sept 2019

Current tax expense

6.3

12.0

Prior year tax expense/(credit)

0.7

(1.8)

Deferred tax charge

5.2

0.6

Foreign taxes

0.1

0.1

Total tax charge before exceptional tax
expense/(credit)

12.3

10.9

Exceptional deferred tax expense/(credit)

4.7

(1.0)

17.0

9.9

25.5%

25.4%

Total tax charge
Effective underlying tax rate % excluding
exceptional and prior year items

Current tax expense increased due to a
combination of higher taxable profits and
exhaustion of brought forward tax losses in
Poland which no longer off-set current liabilities
Prior year tax credit in 2019 relates to the
release of surplus provision following
settlement of historic open tax issues in Italy
Reduced deferred tax charge largely due to
movements in sales rebate accruals and
utilisation of tax losses in Poland in the past
Ignoring exceptional items and prior periods
adjustments would see the underlying
effective tax rate around 25-26% which is
broadly consistent across both years
In Sept 2019 the Group appealed against the
latest assessment raised by the Polish tax
authorities regarding our Polish business’
2013 corporation tax return. We remain
confident of our position
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Free cash flow
Free cashflow1 (€m)
57.5
54.3

Continuing strong levels of cashflow generation
and conversion
Reflects continued reduction in working capital,
partly offset by higher capital expenditure at our
plants and on our sales car-fleet

5.9%

91.5%

91.0%

Sept-18

Sept-19

% = Adjusted cashflow conversion

Notes:
1. Free cashflow (FCF) calculated as Adjusted EBITDA less capex, net working capital change, excluding any costs associated with M&A, financing and tax
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Net debt
Net debt bridge – 30 Sept 2018 to 30 Sept 2019 (€m)
17.1
31.6

(0.6)

42.3

(67.7)
31.8

0.53x

0.67x

10.2

4.7

15.2

Net debt
Sept-18

Cash
generated
by
operations

Income tax Net capital Net interest Acquisition Dividends
paid
exp. & sales
paid
of
paid
proceeds for
subsidiaries
PPE

Continuing strong
cashflow generation

Income tax paid includes
€4.8m paid in Poland for
tax assessment (being
appealed) and €2.0m
paid in Italy to settle
historical open tax issues
Net capital expenditure
includes €5.4m spent on
machinery and equipment
and €2.0m spent on
commercial vehicles

FX

Net debt
Sept-19

Final dividend for 2018
and interim dividend for
2019 paid

x = Net debt to EBITDA ratio

Leverage within our
0.5-1.5x target range
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Plans in hand ahead of excise increases
Better placed
• Premium bias in our portfolio
• Brands in every price segment
• Broadened brand architecture across wider range of price points
• Alcohol content management
Tactical actions to support customers during change-over
• Inventory build ahead of the excise increase
• Enabling and supporting trade-load
• Utilising our financial flexibility and strength to facilitate the trade-load
• Competitive in-market pricing strategy
Post increase tools that we may use
• Promotions, special editions to support consumer demand

• Targeted marketing focus and spend
• Focused on-trade actions
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Dividends

Total dividend for the year of 8.94€ cents per share, +5.1%
increase on prior period
Proposing a final dividend of 6.31€ cents per share (2018:
6.01€ cents per share), +5.0% on 2018’s final dividend
Record date: 31 January 2020
Payment date: 21 February 2020
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Concluding remarks:
Mirek Stachowicz
Chief Executive Officer
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Continuing operational and financial progress
Strong organic operational results:

Organic underlying financial results:

Poland

• Continued strong growth delivering
financial gains:

• Outperforming the competition, with 29 consecutive
months of market share growth
• Organic growth in all vodka price segments, with whisky
also delivering value growth
• Proposed duty increase: mitigation plans in place
• New investment in expanding distillation capacity

Czech
• Consolidating our leadership position, and Bartida
acquisition strengthens on-trade presence
• Fernet re-launch and premiumisation on track
• Ready for the proposed excise increase

Italy

– Underlying revenue (constant currency) +10.1%
– Underlying adjusted EBITDA (constant currency)
+7.3%
– Adjusted basic EPS +17.7%
– Continued strong cash generation and low leverage
despite two acquisitions
• Progressive total dividend pay-out +5.1%
M&A:
• Two acquisitions completed, with integrations on track
• Irish whiskey investment showing promising results

• Italy is stabilising, with brandy delivering the turnaround
• Acquisition of Distillerie Franciacorta brings more scale
and premiumisation

• New Italian Managing Director
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How we are progressing against our strategy

Premiumisation

Millennials

Digital

M&A

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,
value creating M&A
opportunities

Results

Results

Results

Results

Exceeded our strategic
ambition, achieving
31.7% in FY19 - a year
ahead of plan1

Millennial drinkers
increased from 17.7% in
2018 to 21.1% in 2019,
attracting over 300,000
new millennial drinkers2

Combined digital
communications
achieved 88.8% reach of
our target consumers
across our 4 core
markets3

Two acquisitions in
2019 (total paid in the
year €31.8m), with
integrations on schedule

Source(s):
1. Audited internal financial data
2. Millward Brown & Kantar Brand Health Trackers to end September 2019
3. Combined results of digital and media agencies from digital platforms used for our campaigns eg. Facebook, Youtube etc Digital “reach” in this context means the percentage of
our total target audience to have viewed our digital communications at least once from a unique IP address Source: post evaluation monitoring conducted by our local digital
agencies and media buying agencies in Stock Spirits Group’s four main markets, (i.e. aggregated Poland, Czech, Italy and Slovakia)
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Making the most of our leading position
Strong foundations and leading positions

Building momentum to deliver shareholder value

A growing track record

• Local brand premiumisation
• Local specialist distribution in relevant channels
• Disciplined M&A execution and integration
Stock is the no. 3 player in Europe by

volume1

15% 11.8%10.4%
10%
4.4% 3.9% 3.6% 3.1% 3.0% 2.8%
2.5% 2.2% 1.9% 1.5% 1.3% 1.1%
5%
0.8%
0%

Medium term strategic plans beyond 2020
• Exploit our scale and distribution advantages,
especially through premiumisation
• Explore - and potentially enter - attractive new
segments and markets

Increasingly strong positions in core markets2
• Poland #2

Clear opportunity to significantly enhance
shareholder value

– #2 flavoured vodka/vodka-based liqueurs
– #2 clear vodka, #2 brandy
• Czech #1:
– #1 rum, herbal bitters, vodka
• Slovakia #2:
– #1 herbal bitters, #2 vodka, #2 fruit spirits
• Italy #5:

• Utilise our financial resources
• Accelerate our organic progress
• Disciplined acquisition strategy

– #1 flavoured vodka/vodka based liqueurs,
– #1 clear vodka, #1 branded limoncello,
– #1 grappa, #2 brandy
Source(s):
1. IWSR 2018
2. 2. Poland, Czech and Slovakia Nielsen total off-trade value, Italy IRI for the modern off-trade value, MAT to end September 2019
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Q&A
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Appendix I – reconciliation of reported to
proforma results 2018
2018
€’000s

Statutory reported
9 mth Sept 2018

Add:
Oct-Dec 2017

Proforma
12m Sept 2018

193,766

88,631

282,397

(100,374)

(43,860)

(144,234)

93,392

44,771

138,163

Selling expenses

(42,541)

(15,190)

(57,731)

Other operating expenses

(21,968)

(8,101)

(30,069)

Impairment loss on trade and other receivables

(501)

(810)

(1,311)

Share of loss of equity-accounted investees, net of tax

(166)

(220)

(386)

28,216

20,450

48,666

-

(14,900)

(14,900)

28,216

5,550

33,766

249

42

291

Finance costs

(1,938)

(1,458)

(3,396)

Profit before tax

26,527

4,134

30,661

Income tax expense

(7,244)

(5,087)

(12,331)

-

(4,700)

(4,700)

19,283

(5,653)

13,630

19,283

(5,653)

13,630

Revenue
Cost of goods sold
Gross profit

Operating profit before exceptional expenses
Exceptional expenses
Operating profit
Finance income

Exceptional tax expense
Profit / (loss) for the period
Attributable to:
Equity holders of parent
Earnings per share (Euro cents) attributable to equity holders of the Parent
Basic

9.71

6.86

Diluted

9.66

6.83
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Appendix II – FX rates
Versus EURO

Current rate*

30 September 2019
closing rate

12 months to
September 2019
average rate

12 months to
September 2018
average rate

Polish Zloty

4.32

4.38

4.30

4.24

Czech Koruna

25.56

25.82

25.74

25.59

0.85

0.89

0.88

0.88

GB Pound

Notes: *As at 28 November 2019
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Appendix III – IFRS 16 Leases
Accounting standards update
• IFRS 16: ‘Leases’ will be implemented from 1 October 2019
• The anticipated impact on the opening balance sheet is as follows:
Right-of-use asset
Lease liability
Retained earnings

Increase
Increase
Decrease

€m
9.3
11.0
1.7

• The anticipated impact on FY2020 results of adopting IFRS 16 is:
EBITDA
Depreciation and amortisation
EBIT
Interest
Tax
Net profit

€m
3.6
(3.0)
0.6
(0.5)
0.1
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Appendix IV - Corporate Costs
€m

Sept 2018

Sept 2019

Underlying run-rate

9.4

9.9

Share based incentives and bonuses

2.2

3.4

11.6

13.3

Restructuring costs and other
non-recurring costs

0.6

0.6

Other including consolidation
and FX adjustments

0.5

(0.7)

12.7

13.2

Sub total @ constant FX rates

Total @ actual FX rates

Continued focus on managing our
underlying central cost base
• Investment in SAP capability
Charge for share-based incentives and
bonuses has increased due to stronger
business performance
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