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Out Of The Pandemic Into Economic Turmoil

Geographic
Exposure

Inflationary
Pressures

Spending vs
Pricing Power
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So Far, Consumers Have Been Willing To Swallow The Higher Prices...

Organic* Sales Growth (%) in 3Q22
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But Will This Persist In 20237 And Which Categories Will Fare Better/\\orse?

Branding Power vs Downtrading Are luxury products insulated?

‘Lipstick
Effect’
Commoditised products most at risk | T l

Channel Shift?
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Operational Performance May Vary Across Different Countries

Developed vs
Emerging Markets
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Inflationary Pressures Will Persist Next Year

YoY Operating Margin Heat Map

Company Period 21 ‘22 YoY
AB InBev 30 282% 269% @ -1.3%
Carlsberg 1H 16.5% 18.2% 1.7%
Coca-Cola Europacific Partners 1H 1M1.7% 12.7% 1.0%
* Commodity costs cycling 1H22 Coca-Cola HBC 1H 108% 11.0% 0.2%
Danone 1H 13.1%  121%  -1.0%
Diageo Frzz=  293% 285% -08%
 Supplier conversion costs (energy/labour inflation) EssilorLuxottica 1H 174%  184%  1.0%
Heineken 1H 16.3% 16.0%  -0.3%

. JDE Peet's H  195% 16.2% | -3.8%
» Currency effects (stronger US dollar increases local Kering JH 278% 28.4%  0.6%
cost of raw materials) L'Oreal 1H 197% 204% 07%
LVMH H  266% 279% 13%
Nestle 1H 17.4% 169% -0.5%
Pernod Ricard Fy22* 27 5% 28.3% 0.8%

Reckitt Benckiser H  227% 256% | 29%
Richemont FiH23*  278% 28.1% 0.3%
Unilever 1H 188% 170% @ -18%
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Event Risk: M&A, Activism, Shareholder Rewards, New CEQOs

» Bolt-on deals and disposals will likely continue

N \/
(watch out for luxury, petcare) 2@ Xﬁ. X
» Shareholder rewards might rise if no M&A \\ 7’
— <
» Keep an eye on activism I \|eSt|e RECkI'l:t
Benckiser
« Management changes (Reckitt, Unilever) xS Y
R R Unlerser
58
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Issuance Outlook: More Green/SLB bonds?

« €18 bn of bonds (euro equivalent) falling due next year,
across three major currencies, incl.:

* Nestlé (€3.1bn)

« Unilever (€3.0 bn)
* Diageo (€2.4bn)

« Danone (€2.0 bn)

e Heineken due to close Distell in 1H23 (€1.3 bn)

* Green/sustainability-linked issuance in the space saw
an uptick in 2022, with new deals from L'Oréal, Pernod
Ricard, Coca-Cola HBC and Sudzucker.
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AB InBev: Joining The A-Team?

InBev acquires Anheuser-Busch (Nov 2008) AB InBev Acquires SABMiller (Oct 2016)
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Top Picks & Pans
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Grlsberg

= 7z
Ccetpty
EUROPACIFIC
PARTNERS

RICHEMONT

Pans
'3
/‘\égﬁ;, Unloner
SUDZUCKER
—
THEINEKEN

10 Source: Company Websites

CreditSights



Key Takeaways For 2023

* Brand and category positioning will be
important

» Geographic trends may vary: watch out for
Europe and China

* We expect stable to slightly weaker sector
fundamentals overall, but cash flow
generation should continue to remain robust
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This Reportis for informational purposes only. Neither the information contained in this Report, nor any opinion expressed therein is intended as an offer or solicitation with respect
to the purchase or sale of any security or as personalized investment advice. CreditSights and its affiliates do not recommend the purchase or sale of financial products or securities,
and do not give investment advice or provide any legal, auditing, accounting, appraisal, valuation or actuarial services. Neither CreditSights nor the persons involved in preparing this
Report or their respective households has a financial interest in the securities discussed herein. Recommendations made in a report may not be suitable for all investors and do not
take into account any particular user’s investment risk tolerance, return objectives, asset allocation, investment horizon, or any other factors or constraints.

Information included in any article that includes analysis of documents, agreements, controversies, or proceedings is for informational purposes only and does not constitute legal
advice. No attorney client relationship is created between any reader and CreditSights as a result of the publication of any research report, or any response provided by CreditSights
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in
an article may not reflect the most current legal developments. We disclaim all liability in respect to actions taken or not taken based on any or all the contents of any research report
or communication to the fullest extent permitted by law.

Reproduction of this report, even for internal distribution, is strictly prohibited. Receipt and review of this research report constitutes your agreement not to redistribute, retransmit,
or disclose to others the contents, opinions, conclusion or information contained in this report (including any investment recommendations or estimates) without first obtaining
express permission from CreditSights. The information in this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor
the opinions based thereon are guaranteed. The products are being provided to the user on an “as is” basis, exclusive of any express or implied warranty or representation of any
kind, including as to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the report or of any such information or data, or that the
report will meet any user’s requirements. CreditSights may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those
represented in this Report, and all opinions are reflective of judgments made on the original date of publication. CreditSights is under no obligation to ensure that other reports are
brought to the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.

© 2022. CreditSights, Inc. All rights reserved.
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