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CONCORDE CAPITAL  New production line launched
 
Current price:  USD 0.55 August 14, 2008 
12M Target: USD 0.87 BUY 
 

Slavutych's controlling shareholder increased bottling capacity at 
its Kyiv plant by 33% with the launch of a new line this week. In 
our view, the move will facilitate further growth in the Slavutych's 
market share, already up an estimated 5 pp yoy in 1H08. On the 
balancing side, soaring input prices are likely to take 2008 profits 
down below our expectations. We expect margins to pick up in 2009 
as beer prices catch up with costs. We confirm our target at USD 
0.87 per share, while maintaining BUY (58% upside). 

 
New production line will facilitate further expansion 
Slavutych launched a new bottling line at its Kyiv plant this week. The move 
increased the plant’s capacity by 33% to 4 mln dal per month. The company 
invested over EUR 12 mln in the expansion. In our view, the capacity increase 
will facilitate further growth in Slavutych's market share starting from  2009. 
We expect Slavutych to increase its share in Ukraine’s beer production by 3 pp 
to 18% in 2008, and to 19% in 2009.  
 
Revenues ahead of our expectations 
Carlsberg Group (formerly BBH Ukraine), Slavutych's controlling shareholder, 
announced that its three breweries (Kyiv, Zaporizhya and Lviv) jointly posted 
40% higher sales volumes, to 414 mln l, on a 24% increase in the effective 
beer price in 1H08. We view the Kyiv and Zaporizhya breweries, the only two 
consolidated under Slavutych, as the main growth contributors to the group’s 
revenues, and believe that our earlier projections for the company's revenues 
(+32% yoy in 2008) were overly conservative. We increase our 2008 sales 
projections by 15%.  
 
Profits restrained by soaring costs 
The company’s management says the rise in production costs in 1H08 
surpassed that of beer prices. The major contributors to cost hikes were malt 
(price +75% yoy in 1H08), glass bottles (+44%), electricity (+38%), and gas 
(+37%). We revise our expectations for the company’s EBITDA in 2008 
downward by 10%. We expect beer prices to catch up with costs in 2009 to 
result in EBITDA margin growth to 21%, from 20% in 2008. 
 
Room for market growth still there 
Ukrainian beer output grew by 10% yoy in 1H08. A yoy decline was posted in 
June, by 3.3%, and July, by 2.1% yoy. We stick with our earlier forecast of 6% 
yoy growth in 2008. We see room for further growth in beer consumption in 
Ukraine as 65 l of beer consumption per capita we expect in 2008 is still below 
the respective 71 l and 88 l of beer per capita consumed last year in the 
neighboring Russia and Poland. 
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Key financials & ratios, USD mln 
 EV/Sales EV/EBITDA P/E 

2007 2.3 10.2 24.2 
2008E 1.5 7.2 14.9 
2009E 1.1 5.0 8.7 
Spot exchange rate: 4.85 UAH/USD 
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Tickers 
PFTS SLAV 
  
 
Market information 
Market price, USD 0.55 
MCap, USD mln 467.0 
Chg YTD -44% 
Hi/Lo YTD, USD 1.07/0.50 
DRs per common share 1:1 
No of shares, mln 853.7 
Avg Mon Tr Vol YTD,  
USD mln 0.69 
Free float 6.5% 
Free float,  USD mln 30.5 
Prices as of Aug.13, 2008 
  
Corporate Governance 
Concorde Rating* AA 
  
* The rating is based on Concorde Capital's 
corporate governance survey. Q denotes 
quality corporate governance standards, AA - 
above average standards, A - average, BA - 
below average and P – poor. 
  
Shareholders 
Slavutych Carlsberg Group 92.0% 
Management 1.5% 
Other 6.5% 
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Revision of projections 
     2008E  2009E   

  Old New New/old chg    2009E/08E chg 
Ukraine's beer production, ths dal 329 335 2%  355 6% 
Slavutych's market share, % 16% 18% 2 pp  19% 1 pp 
Change in effective beer price, % 14% 24% 10 pp  18% -6 pp 
       
Net revenues, USD mln 319.4 367.2 15%  484.8 32% 
EBITDA, USD mln 83.1 74.82 -10%  103.6 39% 
  EBITDA margin, % 26% 20% -6 pp  21% 1 pp 
Net income, USD mln 32.6 31.3 -4%  53.4 70% 
  Net margin, % 10% 9% -1 pp  11% 2 pp 
Source: Concorde Capital estimates 
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Valuation 
We confirm our 12M target on Slavutych at USD 0.87 per share with a 
BUY recommendation. The implied upside is 58%. 
 
Valuation summary 
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Peer valuation 
   EV/S  EV/EBITDA  P/E  EV/Output

 
MCap, 

USD mln 2007 2008E 2009E 2007 2008E 2009E 2007 2008E 2009E USD/hl, 2007
    
Slavutych 467.0 2.3 1.5 1.1  10.2 7.2 5.0  24.2 14.9 8.7 115.2
    
International peers 
Companhia De Bebidas 39,302.0 3.9 3.3 3.0  8.4 7.5 6.8  24.8 17.9 14.7 n/a
Grupo Modelo 16,967.1 2.3 2.0 1.8  6.8 6.6 6.0  19.5 18.0 16.5 n/a

Baltika 5,309.7 1.7 1.8 1.6  5.7 6.6 5.9  9.7 10.5 9.5 126.0
Anadolu Efes 5,184.7 2.3 1.9 1.6  8.6 8.2 7.0  16.2 15.6 12.9 278.7
Tsingtao Brewery 2,478.8 1.3 1.0 0.8  11.7 9.3 7.1  33.6 21.5 15.5 n/a
Compania Cervecerias 2,233.0 1.9 1.8 1.7  7.7 7.9 7.3  14.0 14.8 12.6 n/a
Grupa Zywiec 2,890.6 2.2 n/a n/a  9.6 n/a n/a  17.0 n/a n/a n/a
Beijing Yanjing 2,306.9 2.7 1.9 1.6  15.1 12.1 9.7  41.1 29.4 22.9 n/a
Guinness Anchor 476.0 1.4 1.2 1.1  8.2 7.1 6.6  14.6 12.4 11.9 n/a
Average 2.2 1.8 1.6  9.1 8.2 7.0  21.2 17.5 14.6 202.4
 
Implied price, USD  
Slavutych 0.53 0.71 0.88  0.48 0.63 0.80  0.48 0.64 0.91 1.02
Source: Thomson Financial, Bloomberg, Concorde Capital estimates 

USD 0.87 
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Financial statements 
 
Income statement summary, USD mln 

       2007 2008E 2009E 
Net Revenues      232.8 367.2 484.8 
Cost Of Sales      (98.0) (163.9) (211.5) 
Gross Profit      134.8 203.3 273.3 
Other Operating Income/Costs. net      5 - - 
SG&A      (87.7) (128.5) (169.7) 
EBITDA      51.6 74.8 103.6 
EBITDA margin. %      22.2% 20.4% 21.4% 
Depreciation      (18.8) (27) (28) 
EBIT      32.7 48.1 75.6 
EBIT margin. %      14.1% 13% 16% 
Interest Expense      (6.9) (6.3) (4.4) 
Financial income                  - 0 0 
Other income/(expense)      (0.6) 0 0 
PBT      25.3 41.8 71.2 
Tax      (6.0) (10) (18) 
Net Income      19.3 31.3 53.4 
Net Margin. %      8.3% 8.5% 11.0% 
 
Balance sheet summary, USD mln 

       2007 2008E 2009E 
Current Assets      96.7 111.1 138.1 
Cash & Equivalents      22.3 5.0 5.0 
Trade Receivables      25.2 39.7 52.4 
Inventories      29.4 49 63 
Other current assets      19.9 17.3 17.3 
Fixed Assets      197.3 291.3 305.9 
PP&E, net      172.9 291.3 305.9 
Other Fixed Assets      24.4            -              -   
Total Assets      293.9 402.4 443.9 
             
Shareholders' Equity      154.7 257.1 310.5 
Share Capital      98.5 169 169 
Reserves and Other      56.2 88.1 168.5 
Current Liabilities      51.0 86 86 
ST Interest Bearing Debt                  -   20 9 
Trade Payables      23.9 40 51 
Accrued Wages      0.8 1 1 
Accrued Taxes      3.7 3 3 
Other Current Liabilities      22.7 23 23 
LT Liabilities      88.2 59 47 
LT Interest Bearing Debt      83.9 57 45 
Other LT      4.3 2 2 
Total Liabilities & Equity      293.9 402.4 443.9 
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Appendix - Disclosures 
 

Analyst certification 
 
I, Olha Pankiv, hereby certify that the views expressed in this research report accurately reflect my personal views 
about the subject securities and issuers. I also certify that no part of my compensation was, is, or will be, directly 
or indirectly, related to the specific recommendations or views expressed in this research report. 

 
 
SLAV ratings history 

Date 
12M target price, 

USD Market price, USD Rating Action 

     
02-Mar-07 0.86 0.79 HOLD Initiating 
27-Jul-07 1.22 1.00 BUY Upgrade 
08-Oct-07 1.22 1.00 BUY Maintain 
16-Oct-07 1.36 0.98 BUY Maintain 
18-Dec-07 1.36 1.00 BUY Maintain 
14-Aug-08 1.36 0.55 BUY Maintain 
 
 
 
Target price history, USD per share 
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Investment Ratings 
 
The time horizon for target prices in Concorde Capital's research is 12 months unless otherwise stated. Concorde 
Capital employs three basic investment ratings: Buy, Hold and Sell. Typically, Buy recommendation is associated 
with an upside of 15% or more from the current market price; Sell is prompted by downside from the current 
market price (upside <0%); Hold recommendation is generally for limited upside within 15%. Though investment 
ratings are generally induced by the magnitude of upside, they are not derived on this basis alone. In certain 
cases, an analyst may have reasons to establish a recommendation where the associated range given above does 
not correspond. Temporary discrepancies between an investment rating and its upside at a specific point in time 
due to price movement and/or volatility will be permitted; Concorde Capital may revise an investment rating at its 
discretion. A recommendation and/or target price might be placed Under Review when impelled by corporate 
events, changes in finances or operations. Investors should base decisions to Buy, Hold or Sell a stock on the 
complete information regarding the analyst's views in the research report and on their individual investment 
objectives and circumstances.  

 

Concorde Capital ratings distribution  Investment banking clients* 
Buy 80 70%  Buy 7 100% 
Hold 19 17%  Hold 0 0% 
Sell 7 6%  Sell 0 0% 
Under Review 8 7%  Under Review 0 0% 
Total 114 100%  Total 7 100% 
 

* Within the last twelve month period, Concorde 
Capital has obtained compensation from these 
companies for investment banking services. 



 
Slavutych Brewery: New production line launched   August 14, 2008 

 

 
7 

 

CONCORDE CAPITAL 

 
Concorde Capital, Head office  
2 Mechnikova Street, 21st Floor 
Parus Business Centre 
Kyiv 01601, Ukraine 
Tel.: +380 44 391 5577 
Fax: +380 44 391 5571 
 
www.concorde.ua 
 
 

 

Concorde Capital 
4 Fourth Lesnoy Pereulok, 5th Floor 
Capital Plaza 
Moscow 125047, Russia 
Tel.: +7 495 642 87 15 
Fax: +7 495 225 85 00 
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Disclaimer  
 
THIS REPORT HAS BEEN PREPARED BY CONCORDE CAPITAL INVESTMENT BANK INDEPENDENTLY OF THE RESPECTIVE COMPANIES MENTIONED HEREIN FOR INFORMATIONAL PURPOSES 
ONLY. CONCORDE CAPITAL DOES AND SEEKS TO DO BUSINESS WITH COMPANIES COVERED IN ITS RESEARCH REPORTS. AS A RESULT, INVESTORS SHOULD BE AWARE THAT CONCORDE 
CAPITAL MIGHT HAVE A CONFLICT OF INTEREST THAT COULD AFFECT THE OBJECTIVITY OF THIS REPORT. 
 
THE INFORMATION GIVEN AND OPINIONS EXPRESSED IN THIS DOCUMENT ARE SOLELY THOSE OF CONCORDE CAPITAL AS PART OF ITS INTERNAL RESEARCH COVERAGE. THIS DOCUMENT 
DOES NOT CONSTITUTE OR CONTAIN AN OFFER OF OR AN INVITATION TO SUBSCRIBE FOR OR ACQUIRE ANY SECURITIES. THIS DOCUMENT IS CONFIDENTIAL TO CLIENTS OF CONCORDE 
CAPITAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED OR GIVEN TO ANY OTHER PERSON.  
 
CONCORDE CAPITAL, ITS DIRECTORS AND EMPLOYEES OR CLIENTS MIGHT HAVE OR HAVE HAD INTERESTS OR LONG/SHORT POSITIONS IN THE SECURITIES REFERRED TO HEREIN, AND 
MIGHT AT ANY TIME MAKE PURCHASES AND/OR SALES IN THEM AS A PRINCIPAL OR AN AGENT. CONCORDE CAPITAL MIGHT ACT OR HAS ACTED AS A MARKET-MAKER IN THE SECURITIES 
DISCUSSED IN THIS REPORT. THE RESEARCH ANALYSTS AND/OR CORPORATE BANKING ASSOCIATES PRINCIPALLY RESPONSIBLE FOR THE PREPARATION OF THIS REPORT RECEIVE 
COMPENSATION BASED UPON VARIOUS FACTORS, INCLUDING QUALITY OF RESEARCH, INVESTOR/CLIENT FEEDBACK, STOCK PICKING, COMPETITIVE FACTORS, FIRM REVENUES AND 
INVESTMENT BANKING REVENUES. 
 
PRICES OF LISTED SECURITIES REFERRED TO IN THIS REPORT ARE DENOTED IN THE CURRENCY OF THE RESPECTIVE EXCHANGES. INVESTORS IN FINANCIAL INSTRUMENTS SUCH AS 
DEPOSITORY RECEIPTS, THE VALUES OR PRICES OF WHICH ARE INFLUENCED BY CURRENCY VOLATILITY, EFFECTIVELY ASSUME CURRENCY RISK. 
 
DUE TO THE TIMELY NATURE OF THIS REPORT, THE INFORMATION CONTAINED MIGHT NOT HAVE BEEN VERIFIED AND IS BASED ON THE OPINION OF THE ANALYST. WE DO NOT PURPORT 
THIS DOCUMENT TO BE ENTIRELY ACCURATE AND DO NOT GUARANTEE IT TO BE A COMPLETE STATEMENT OR SUMMARY OF AVAILABLE DATA. ANY OPINIONS EXPRESSED HEREIN ARE 
STATEMENTS OF OUR JUDGMENTS AS OF THE DATE OF PUBLICATION AND ARE SUBJECT TO CHANGE WITHOUT NOTICE. REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART 
WITHOUT PRIOR PERMISSION IS PROHIBITED.  
 
NEITHER THIS DOCUMENT NOR ANY COPY HEREOF MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OR DISTRIBUTED IN THE UNITED STATES OR TO ANY U.S. PERSON 
(WITHIN THE MEANING OF REGULATION S UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”)), OTHER THAN TO A LIMITED NUMBER OF “QUALIFIED 
INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT) SELECTED BY CONCORDE CAPITAL.  
 
THIS DOCUMENT MAY ONLY BE DELIVERED WITHIN THE UNITED KINGDOM TO PERSONS WHO ARE AUTHORIZED OR EXEMPT WITHIN THE MEANING OF THE FINANCIAL SERVICES AND 
MARKETS ACT 2000 (“FSMA”) OR TO PERSONS WHO ARE OTHERWISE ENTITLED TO RECEIVE THIS DOCUMENT UNDER THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL 
PROMOTION) ORDER 2005, OR ANY OTHER ORDER MADE UNDER THE FSMA. 
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