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BELUGA Group
9M2020 operating results

»

BELUGA Group (MOEX: BELU) reports strong operating

results for 9M20. Sales volumes increased by 11.4% YoY in 9M20 to 11.6mn
9L cases. The company’s own brands sales grew by 8.1% YoY to 10.1mn 9L cases
and sales of imported brands increased by 41.8% YoY to 1.5mn 9L cases. The
company reported significant growth in own vodka brands Arkhangelskaya and
Belenkaya of 85% YoY and 20% YoY respectively. Fox & Dogs whiskey sales
added 60% YoY in volume terms. Partner brands, including Barcelo rum, Torres
brandy, and Grant’s whiskey, were other drivers of sales volume growth. Sales of
wine, including such brands as Torres, Faustino, Barefoot, Cono Sur, and Masi,
demonstrated a positive YoY dynamic. Two newly added to the portfolio brands
Noy and Mateus contributed to the company’s overall volume growth. Beluga brand
came under pressure due to the COVID-19 pandemic in European markets and
the global travel retail restrictions; however, it improved its market position in the
US, with sales up by 38% YoY, supported by volume growth of 28.7% YoY in
California, 65.4% YoY in New York, and 23% YoY in Florida. Beluga vodka sales
also increased in Germany, Poland, and Australia. BELUGA Group reported a like-
for-like sales increase of 23.5% YoY for the WineLab retail chain, which includes
over 620 stores. The average ticket also grew by 10.7% YoY. The omni-channel
model, which combines online sales with WineLab store chain, works well in the
Russian alcohol market, where there is a legal ban on the online sale of alcohol to
customers. The share of e-commerce sales (click & collect) in WineLab’s total
revenue increased to 2.3% in September 2020 compared to 0.6% in September
2019.

Company demonstrates strong market position and remains

undervalued vs peer group. The company’s operating performance,
supported by retail sales dynamics, demonstrates a sustainable business model.
The global environment for spirits is improving in the US and EU. The alcoholic
drinks market demonstrates strong performance in the US, according to Diageo,
driven by strong off-trade demand and re-opening of on-trade channel in the EU
and China. Russian market with a traditionally dominating off-trade channel
provides an opportunity in the e-commerce. BELU stock is trading at 2020-2022
EV/EBITDA of 3.8x-4.4x and P/E of 4.2x-7.8x, and a 49-56% discount to its global
peers based on EV/EBITDA’20-22. The discount to Russian consumer peers is 69-
80% based on EV/EBITDA’20-22 and 78-84% based on P/E’20-22. Our valuation
range for the 12-month fair price is RUB1,472-2,074 per share.
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Figure 1. BELUGA Group sales volumes dynamics in 9M2020, 000 9L cases
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Figure 2. Comments on alcoholic drinks market performance

Market Comment as of September 2020
us e  Strong performance of spirit sector within the total beverage alcohol
market
e Re-stocking in the off-trade channel due to improving confidence of
retailers

e Opening of on-trade channel in all states with some capacity restrictions

EU ¢ Robust off-trade demand
e Largely re-opened on-trade channel with the easing of lockdown measures
in most countries
e Risk of additional restrictions (UK, France, Spain and others)
Travel retail severely impacted

China On-trade channel continues to recover
Large banqueting occasions reopening slow
Russia Strong performance of off-trade channel

Restrictions due to CWD-19 could be implemented in some regions
Opportunities due to the at-home occasion and in the e-commerce sector

Source: Diageo, Hypothesis Research
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Figure 3. Alcoholic drinks sector share price performance
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Figure 4. Comparable multiples for the consumer and alcoholic drinks sector

Company name Market EV, PIE PIE P/E EV/ EV/ EV/ EV/ EV/ EVI
Cap., $mn Fwd Fwd Fwd EBITDA EBITDA EBITDA Revenues Revenues Revenues
$mn 1Y 2Y 3Y 1Y fwd = 2Y fwd 3 fwd 1y fwd 2y fwd 3y fwd

Beluga Group 203 418 78 5.3 42 44 41 3.8 0.5 0.5 0.5

Discount to Global peers -718%  -80% | -82% @ -78% -75% -75% -89% -89% -90%

Discount to Global Spirits -719%  -82% @ -84%  -80% -79% -79% -92% -92% -92%

peers

Discount to Russian -69%  -80% | -77%  -56% -49% -49% -33% -29% -28%

Consumer and Retail

Global Alcoholic Drinks

Diageo PLC 81767 101848 245 214 20.2 19.7 17.9 16.6 6.7 6.3 6.1

Pernod Ricard 42161 52410  25.8 222 204 17.7 15.8 14.7 5.4 5.1 438

Anheuser Busch Inbev 100220 = 196053 = 28.8 18.3 16.5 11.8 10.5 9.9 4.3 4.0 3.9

Heineken NV 55166 75963  39.1 239 20.3 16.4 13.2 12.1 3.2 3.0 29

Remy Cointreau 9123 9616 = 66.3 50.7 43.6 34.2 28.3 255 8.3 75 7.0

Carlsberg 21066 25071 233 20.2 17.9 11.5 10.6 10.0 2.7 2.5 24

Davide Campari Milano 12691 13735 = 509 39.2 344 30.1 24.8 22.6 6.8 6.2 5.9

Molson Coors Beverage 7877 16048 = 1041 94 9.2 7.7 7.5 7.3 1.7 1.6 1.6

Brown-Forman Corp 35992 37789 | 40.2 40.8 37.7 315 29.1 27.3 11.1 10.5 10.0

LVMH 241712 269149 523 30.5 26.2 21.0 15.8 14.2 5.1 4.3 4.2

Constellation Brands 35732 47444 201 18.4 15.8 15.6 14.8 13.6 58 5.7 54

Boston Beer Company 11233 11152 726 53.1 40.8 38.9 21.7 20.6 6.6 5.0 4.0

Royal Unibrew 5059 5394 | 28.6 25.7 241 18.8 174 16.6 45 4.3 4.2

C&C Group 777 1161 NaN 10.9 8.5 222 8.6 76 1.0 0.7 0.7

Stock Spirits 566 631 11.5 10.9 10.9 7.6 8.1 79 1.6 1.6 1.6

Average 35.3 26.4 231 20.3 16.7 15.1 5.0 4.6 4.3

Global Spirits average 36.5 29.3 26.2 222 19.3 17.8 6.3 5.9 5.6

Magnit PAO 6232 13232 16.6 13.5 12.0 5.8 58 4.8 0.7 0.6 0.6

X5 Retail Group NV 9907 19569 = 18.9 15.9 14.6 7.3 6.5 59 0.8 0.7 0.6

Lenta Ltd 1383 2808 11.9 10.5 8.7 5.4 5.5 5.6 0.5 0.5 0.5

O'Key Group SA 242 977 29.6 16.8 15.2 5.1 5.2 5.0 0.4 0.4 0.4

Detskiy Mir PAO 1142 1916 12.8 9.7 8.6 8.3 7.3 6.6 1.0 0.9 0.8

Eurocash SA 517 1223 | 226 19.2 14.8 59 5.5 5.6 0.2 0.2 0.2

Sok Marketler Ticaret 948 1101 50.5 214 18.4 5.1 42 35 04 04 0.3

Dino Polska SA 5596 5869 | 37.8 29.2 235 234 18.1 14.8 22 1.8 14

BIM Birlesik Magazalar 5336 5499 201 19.1 15.8 10.5 9.1 7.9 0.8 0.7 0.6

Migros Ticaret 947 1484 NaN 141 12.2 5.1 44 4.0 04 04 0.3

LPP 3234 3953  NaN 1000 228 11.3 9.4 73 1.8 1.6 1.3

Ros Agro 1280 2159 7.0 6.9 6.2 6.9 6.7 6.1 1.2 1.1 1.0

CcC 674 1479  NaN 58.2 21.1 23.7 6.4 5.7 1.0 0.9 0.8

Shoprite Holdings 4924 6321 16.9 15.3 13.7 73 6.8 6.4 0.6 0.6 0.6

President Chain Store 9974 11068  28.6 255 238 13.1 12.8 12.1 1.2 1.1 1.1

GS Retail Co Ltd 2192 4839 14.5 11.6 10.4 6.5 6.6 6.4 0.6 0.6 0.6

Pick N Pay Stores Ltd 1514 2536 19.8 16.1 15.1 7.2 6.6 6.3 0.5 0.4 0.4

BGF Retail Co Ltd 1844 1500 16.5 13.2 12.0 39 3.7 35 0.3 0.3 0.3

Grupo Comercial Chedraui 1077 2789 10.9 9.7 9.5 6.2 6.2 5.6 0.4 0.4 0.4

Sumber Alfaria Trijaya PT 1909 2175 | 257 22.1 18.5 9.2 8.6 8.0 0.4 0.4 0.4

Taiwan FamilyMart Co 2056 2552 | 284 24.7 229 8.0 75 9.3 0.9 0.8 0.7

Jiajiayue Group Co 3212 3042 396 325 27.0 20.0 16.8 14.8 1.1 0.9 0.8

La Comer SAB de 759 671 271.7 26.2 23.0 515 49 4.2 0.6 0.5 0.5

7-Eleven Malaysia 395 657 24.2 18.9 20.1 9.1 8.6 8.1 0.9 0.9 0.8

Holdings

Russian peers average 16.1 12.2 10.9 6.5 6.1 5.7 0.8 0.7 0.7

Consumer and retail 25.6 26.5 18.0 101 8.1 74 0.8 0.7 0.6

average

Source: Thomson Reuters, Hypothesis Research
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This report has been prepared and issued by Hypothesis Research Limited (“Hypothesis”) in accordance with Hypothesis
policies for managing conflicts of interest arising as a result of publication and distribution of investment research. Hypothesis
is authorised and regulated by the Financial Conduct Authority (“FCA”). This report has been prepared by the analyst whose
name appears on the front page of this report.

The information contained within the report is intended for use by professional clients and eligible counterparties as defined in
section 3 of the FCA Conduct of Business rules. Our research must not be acted on or relied upon by persons in the UK who
would be categorised as retail clients.

The report must not be distributed in any other jurisdictions where its distribution may be restricted by law. Persons into whose
possession this report comes into should inform themselves about, and observe, any such restrictions.

All information used in the publication of this report has been compiled from publicly available sources that are believed to be
reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report represent
those of Hypothesis and the analyst at the time of publication.

Hypothesis does not offer or provide personalised advice. The information provided is not intended to be, and should not be
construed in any manner whatsoever as, personalised advice as it does not have regard to the specific investment objectives,
financial situation and particular needs of any specific person who may receive this report. The information provided by us
should not be construed by any subscriber or prospective subscriber as Hypothesis’ solicitation or inducement to buy, sell,
subscribe, or underwrite any securities mentioned in this report. Investors should make their own investment decisions based
upon their own financial objective and resources.

Hypothesis has a restrictive policy relating to personal dealing and conflict of interest. Hypothesis does not conduct any
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However,
the respective directors, officers, employees and contractors of Hypothesis may have a position in any or related securities
mentioned in this report, subject to Hypothesis’ policies on personal dealing and conflict of interests. Hypothesis may perform
services or solicit business from any of the companies mentioned in this report.

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings. In
addition, it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned
in this report. Past performance is not necessarily a guide to future performance. Forward-looking information or statements
in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet
determinable, and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual
results, performance or achievements of their subject matter to be materially different from current expectations.

To the maximum extent permitted by law, Hypothesis, its affiliates and contractors, and their respective directors, officers and
employees will not be liable for any loss or damage arising as a result of reliance being placed on any of the information
contained in this report and do not guarantee the returns on investments in the products discussed in this publication.

Please find further information and disclaimer on http://www.hypothesisresearch.co.uk/disclaimer.



