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INVESTMENT ANALYSIS OF COCA COLA HELLENIC BOTTLING COMPANY

Studying the investment attractiveness of a company is an integral part of the decision to buy or sell shares.
Investment analysis includes a review of the company, competition in the industry, as well as financial analysis,
likelihood of risks and company value estimation. In this article, we’ve conducted an investment analysis in regard
to Coca-Cola Hellenic Bottling Company (HBC). Currently the company is undervalued compared to competitors
in the market. However, it remains a good choice with its high stability in the market. Most of the economic
indicators of the company are expected to grow rapidly in future periods. Environmental protection and health
benefits of the product are the main demand drivers and trends now and in the near future (in addition to quality
products and excellent communication with consumers through advertising and other activities). Moreover,
existing trade and political conflicts between the countries are indicators of a looming recession, which can also
affect the market of soft drinks. Besides, the company has strong competitors. We cannot say that Coca Cola
HBC stands out strongly as a market leader. However, its development and market position is stable. We should
mention that Coca Cola HBC 6 times in 7 years took the first place in The Dow Jones Sustainability Index and 9th
year in a row company is in top 3 Global and European beverage companies. Coca-Cola HBC’s main investment
risks include changes in regulations and consumer preferences due to raising health and environmental
concerns. The company is also exposed to the risk of currency volatility, commodity costs uncertainty which can
affect its financial performance. Such risk as cyberattacks, supply and distribution disruption can cause damage
to company’s ability to operate effectively. There is a possibility of management failing to implement company’s
business model and strategies in Coca-Cola HBC'’s recent acquisitions. The article allows to delve deeper into the
essence of the functioning of business processes in the soft drinks industry and to offer authors’ vision of Coca-
Cola HBC assessment.

Keywords: DCF model, investment analysis, DuPont analysis, Porter's Five Forces.
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Statement of the problem. The article analyzes a giant in the soft drinks industry Coca Cola
Hellenic Bottling Company. One should be constantly up to date with events in order to clearly
understand the situation on the securities market under the influence of market factors, when forming
an investment portfolio of securities. Standard methods are used to determine the investment
attractiveness of the company, but the interpretation of the results may vary depending on the overall
picture of the analysis, that is, the influence of various coefficients can offset the influence of other
equally important indicators.

Statement of the objectives of the article. The main goal of the work is to determine the
attractiveness of the company based on the synthesis of various methods of investment valuation of
the company and the development of the authors' vision of the results of the work. The work includes
such sections as: business description, industry and competitor analysis, company risk analysis,
financial analysis and company valuation.

Presentation of the base material.
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Business description. Coca Cola Hellenic Bottling Company is one of the biggest partners of
The Coca-Cola Company, a leader in today’s modern market of non-alcoholic beverages. The main
business activity of this company is production, packaging, selling and delivery of different drinks. It
exists since 1981, when Kar-Tess Holding SA bought 99,9% stocks of Hellenic Bottling Company
S.A. From that time it has extended to a huge company with over 2 billion sales volume per year.
Having 28 884 employees and 32 000 suppliers (info by the end of 2018) it provides 27 countries in
Europe and 1 country (Nigeria) in Africa with various products. The company operates on 59 plants
with 289 bottling lines and 292 warehouses (Official site of Coca-Cola HBC AG).

Geographic and business segments. Coca-Cola HBC is grouping its geographical markets into
three segments: emerging, developing and established markets (Figure 1).

Emerging markets bring the most profit; in 2018 net sales on the Emerging markets amounted
to € 2,880 min, on the Established markets — to € 2,470 min and on Developing markets — to € 1,307
min.

Coca-Cola HBC is concentrated on such products as sparkling soft drinks, water, low and no-
calorie sparkling soft beverage, juice, ready-to-drink tea, energy beverage and other. The biggest
amount of sales belongs to sparkling soft drinks, that are presented by well-known brands: Coca-
Cola, Sprite, Schweppes and Fanta (The Coca Cola Brand and Sustainability). Due to commitment,
which was signed with the Union of European Soft Drinks Associations (UNESDA), the company
started to reduce the amount of sugar in its products by reconsideration of recipes and making Coca-
Cola Zero, which started to be popular with yearly sales volume up to 29.1%. Besides, activity in the
segments of juice and ready-to-drink tea can be noted brands like Rich, Fuze Tea, Cappy and Pulpy.
Generally, Coca Cola HBC distributes or sells around 100 beverage brands. (Jones & Comfort,
2018)

m Emerging markets m Established markets m Developing markets

Fig.1. Coca-Cola HBC geographical markets
Source: (Official site of Coca-Cola HBC AG)

Strategy. The main purpose of the company is to have a leader position in each market, where
it works. Through years while conquering new markets, the company has absorbed a lot of
companies, and in September 2019 Coca Cola HBC acquired Italian natural water and sparkling
drinks company Laurasia. This step allowed it to expand existing beverage portfolio. Besides, in
order to have comparable EBIT margin on the level of 11% by 2020 the company is going to invest in
new technologies, acquire other brands, enhance efficiency and continue reducing water discharge
and energy consumption. Coca Cola HBC wishes to bring happiness not only to each customer’s life,
but to the whole society.

Coca Cola HBC 6 times in 7 years took the first place in The Dow Jones Sustainability Index
and 9" year in a row is in top 3 Global and European beverage companies. In addition to this, in
November 2019 Coca-Cola HBC made the best performer in the FTSE 100 index.

Industry overview and competitive position.
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Global demand drivers and trends. Global recession. According to the International Monetary
Fund (IMF), the global economy grew by three percent in 2019. Its documents claim that in 2020, a
slowdown in the growth of most global economies is expected. So, the EU economy, according to
the report, in 2019 has increased by only 1.2 percent, and in the next — by 1.4 percent. Reasons of it
are conflicts between countries (primarily between the US and China), as well as the uncertainty
associated with geopolitical risks (including Brexit-related risks). Therefore, impact on business may
include shifts in the international corporate tax architecture and changing of the monetary policy of
the next generation.

Environment protection and trend “to be green”. Plastic production is one of the world’s most
pressing issues, having escalated to more than 320 million metric tons every year — and millions of
those end up in oceans, rivers and landfills. Society is becoming better informed and more aware of
the environmental impact of consumer products (Berk & DeMarzo, 2016). Therefore, when making
purchases, a consumer doubts the purchase of non-eco-friendly goods or purchases in non-
recyclable packaging. Thus, they are demanding that industry improves the environmental
performance of its products.

Healthcare. There is a growing people’s interest in fresh, natural and organic products.
Consumers understand food’s nutritional value (in helping to lower blood pressure, for example), as
well as overall health risk. Lower calories and natural ingredients are two requirements of the market.
Global Natural Food&Drinks market is estimated to grow at CAGR of 13,7 to 2023 (The portal for
statistics).

Besides, in order to find out impact of various important changes and probability of their
occurrence we did PESTLE analysis. Thus, the biggest influence on the market have social,
technological and political factors.

Divisional drivers and trends. Soft Drinks market is expected to register a growth rate of 4.5%
(CAGR 2019-2022) during the forecast period. The market is expected to garner a value of
approximately USD 800 Billion by the end of 2022. The increasing demand for ready to drink mixed
beverages, reedy to drink protein beverages, and reedy to drink cocktails are driving the growth of
the global non-alcoholic RTD beverages market. Additionally, certain market players are positioning
non-alcoholic RTD beverages as healthy drinks, owing to which these beverages are gaining
acceptance.

Revenue in the Soft Drinks segment amounts to USD 678,382m in 2018 (Figure 2). The
average per capita USD 96.03 (+3.2%). The average per capita consumption stands at 47.4L in
2019. Awareness and concern about health impacts are some of the reasons for the stronger growth
of non-alcoholic beverages compared to alcoholic ones.
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Fig.2. Soft Drinks Market
Source: author's development (Official site of Coca-Cola HBC AG)

Health & Wellness Drinks. Drinks for health and well-being are now at the top of consumer
demand, as are foods in this category. Such drinks meet the following criteria: naturalness, health
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benefits, low calorie content. Demand for them will continue to increase, moreover, Health &
Wellness Food and Beverages Market is expected to grow at CAGR of 6.99% from 2018 to 2023.

Natural drinks. Today, consumers, especially in the countries with developed economies, study
in detail the composition of the product on the label and choose those that contain the least amount
of artificial ingredients, and preferably 100% natural, to buy. Amid the growing number of obese
people and the constant struggle of a large part of the overweight population, low-calorie foods and
drinks are in high demand. The key to solving this problem, according to experts, will be natural
sweeteners from stevia.

Ready-to-drink drinks based on tea and coffee. Ready-to-drink coffee drinks with green coffee,
which has antioxidant properties, are becoming more common in European countries. The unique
properties of ready-to-drink drinks — naturalness, functionality, high content of healthy ingredients —
combined with ease of their use make this category very promising. It is a key driver of growth in the
global beverage market as a whole. There is a strong expectation that such market will rise at CAGR
of around 8% during 2019-2024.

Energy drinks. Energy drinks remain a huge and growing segment of the global market, it
includes a large number of innovations. Thanks to this, "energy" continues to lead the global
functional drinks market. On the average, the global market for power engineers grows at more than
10% per year, both in kind and in value terms. During next 8 years the global energy drinks market is
estimated to grow at CAGR of 7.08% Although, regulations regarding caffeine content in such
beverages and some rising statistics about health concerns about the effects of energy drinks may
hamper the market growth.

Competitors analysis. In order to make analysis more extensive, we've compared 6 similar to
The Coca Cola HBC companies which we decided to be competitors (Figure 3). We observed such
indicators as TSR, Asset growth, Revenue growth, EBITDA, SG&A, COGS margins, Debt/Equity,
total asset turnover, inventory, receivable, payable days and cash conversion cycle. According to
these indexes we’ve ranked the companies and got that The Coca Cola HBC took the fourth place
among its competitors.
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Fig.3. Comparison of the main competitors by their activity in the market
Source: author's development (Youinvest)

Also we analyzed market competition using Porter’s five competitive forces model (Figure 4).

Threat of new entrants is on the low level. Emerging companies that want to enter the soft
drinks market will need huge investments, which they most likely won't get. Eventually this is not a
threat to such a company as The Coca Cola HBC, as its popularity and time spent on the market is
high.

Investment risks. Operational risks (Figure 5).

148



ISSN 2311-2379 (Print) BicHuk XapkiBcbKoro HauioHanbHoro yHisepcuteTy imeHi B.H. KapasiHa

cepia «EkoHomiuHay, Bunyck 98, 2020

THREAT OF
NFW

10

THRFAT OF SUIRSTITUTFES

RIVALRY OF

COMPFTITORS RIIYFR POWFR

Fig.4. Porter’s Five Forces Analysis

Source: author's development (Official site of Coca-Cola HBC AG)
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Fig.5. Risk Matrix
Source: author's development (Official site of Coca-Cola HBC AG)

Raw materials and packaging materials price increase (OP1). Uncertainty in future commodity
and materials availability and prices can affect production process and its costs.

Mitigation: using derivative financial instruments and agreements with suppliers.

Supply chain and distribution channels disruption (OP2). Breakdowns in supply and distribution
networks may cause interruptions in production process and create obstacles for products to reach

consumers.

Mitigation: CCHBC constantly optimizes its significant supply chain infrastructure, logistics and
products distribution. Collaboration with suppliers can minimize issues in supply chains, including

quality issues.
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Risk of failing to execute new acquisitions (OP3). The company has recently made significant
acquisitions in its different markets. Failure to implement its business model, strategic and financial
plans can lead to company’s losses.

Mitigation: CCHBC should adjust it plans to acquired companies’ capacity, local demand,
market conditions, consumer behavior, and regulations.

Cyber risk (OP4). Cyber-attacks on company’s information system may result in disruption to
business activities and products delivery. Data breaches and system outages can cause significant
financial losses, as well as damage the company’s reputation (Brealey at al., 2011).

Mitigation: the company should implement effective cyber risk management with strict security
control, monitoring the security threat landscape in compliance with frameworks, standards and laws
that mandate cyber risk assessments. Early respond to cyber-attacks can prevent significant loss.

Reliance on The Coca-Cola Company and its brands (OP5). As the main partner and supplier,
The Coca-Cola Company (TCCC) may significantly affect CCHBC’s business by changing or
terminating agreements with the company. TCCC determining concentrate prices may have an
impact on CCHBC'’s profits, as concentrates make up more than 30% of the company’s COGS. A
considerable percentage (69%) of Coca-Cola HBC’s sales volume is represented by products under
brands licensed from TCCC, which makes sales revenues sensitive to the brands’ marketing
success.

Mitigation: both parties are interested in maintaining strong business relationship due to
CCHBC'’s strategic importance to TCCC. Companies collaborate to achieve common goals,
development and growth, including success of their joint ventures. CCHBC is not fully dependent on
TCCC as the company has its own brands and a diversified brand portfolio in general.

Market risks.

Fluctuation in currency rates (M1). CCHBC is exposed to foreign exchange risk as it operates in
the countries with currencies other than the company’s functional currency. Exchange rates volatility
can affect not only financial results, but also how they are reflected in financial statements after
conversion to euro. Currency rates have an impact when the company enters into transactions
involving other currencies. It includes purchasing commodities from foreign suppliers, e.g.
purchasing concentrates from The Coca-Cola Company in US dollars.

Mitigation: the company uses foreign currency forward, option and future contracts to hedge a
portion of foreign currency risk. Matching currency sales revenue and operating costs also helps to
reduce impact of the risk.

Inflation (purchasing power) risk (M2). Increase in inflation reduces the real value of cash flows,
which affects company’s future purchasing power; it can lead to higher costs and higher liabilities.
Inflation may cause a distortion in financial results, e.g. higher revenue growth during the periods of
inflation increase. It can also decrease future dividends worth and securities value. In addition,
inflation may adversely affect consumer buying power (Figure 6), which can subsequently result in
weakened demand.
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Fig.6. Inflation & Price Indexes
Source: author's development (The World Bank Open Data)
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Mitigation: caps on the level of inflationary increases protect against extreme inflation.
Discrepancy in financial statements can be eliminated by using inflation information to adjust
financial indicators and make them comparable over time. In order to mitigate inflation’s negative
effect, the company applies financial instruments to provide inflation hedge, offers products with a
reasonable price to consumers.

Changes in consumer preferences and health trends (M3). Consumers being more health
conscious may adversely affect the demand, which can lead to decline in sales, particularly of sugar-
sweetened beverages. Public health concerns may also influence brands and company’s reputation.

Mitigation: CCHBC reformulates recipes of its products to reduce sugar, fat, and calorie
content. The company expands it beverage portfolio launching new products that contain less or no
sugar, more organic ingredients in order to meet new consumer preferences.

Other risks.

Discriminatory taxes (O1). Due to growing health concerns and concerns regarding the
environmental footprint of plastic bottles, governments are introducing taxes on added-sugar
beverages and plastic packaging. Increased taxation can reduce company’s profitability. Taxes also
lead to products price increase, which can affect consumption volume.

Mitigation: CCHBC develops sustainable packaging, which includes using more recycled and
renewable materials, and promotes sugar-free products.

Adverse weather conditions (02). Sales volume may be affected by weather conditions,
especially during summer season. Unseasonably cold and wet weather can result in significant
demand decline.

Mitigation: The company can apply more intensive marketing to stimulate consumption,
particularly in the beginning of warm season.

Financial analysis.

Revenue growth. In 2018 Coca-Cola HBC's sales reached € 6657.1 million, with a growth of
2.1%. The increase in operating efficiency contributed to the fact that the company's operating profit
margin increased by 56 basis points, reaching a margin of 9.6% in 2018 (compared with 9.04% in
2017). In a period from 3 to 5 years, we are optimistic about the ability of business to expand its
sales beyond the existing limits. The year 2020 should be more successful for Coca-Cola HBC vs
2019. We expect annual revenue growth of 2.7% in 2020 and a smooth increase.

Segments Revenue and EBIT. Coca-Cola HBC has historically divided its market into three
main segments: Established, Developing and Emerging. In 2018, the largest percentage of total
revenue came from Emerging markets 43%, then from Established markets 37% and 20% from
Developing markets. We forecast that overall segment revenue ratio will change in the direction of
increasing the share of revenue in 2024 in Emerging markets by 2% and its decrease in Established
markets by 2%. This situation is due to the fact that Established markets are already developed
ones, and Emerging markets are the largest market in terms of population, and they have the
greatest growth potential.

As for EBIT, in 2018 a similar situation is observed: Emerging markets 43%, Established
markets 37%, and Developing markets — 20%. We expect that in 2024 EBIT share in Established
markets will increase to 41%, and its shares in Emerging and Developing markets will decrease to
40% and 18%, respectively. We attribute this to the fact that the cost price of one bottle is higher at
the Established markets than in other segments.

Reported earnings and financial soundness of COCA-COLA HBC. We've conducted Beneish
M-score and Altman-Z score analyses to evaluate earnings quality and assess Coca-Cola HBC
financial health. Altman Z-Score for Coca-Cola HBC was greater than 2.95 over the last four years,
which indicates that Coca-Cola HBC is safe from bankruptcy. Based on our assessment of Beneish
M-Score for Coca-Cola HBC, we conclude that there is a low probability of Coca-Cola HBC
manipulating reported earnings over the last five years since the score was below the benchmark M-
Score of -2.22.

Financial performance. In 2019, the ratio of net debt to equity was 1.12 (the total debt of the
company amounted to € 3608.43 million in 2019), and we expect this figure to drop to 1.11 in 2020
due to an increase in total debt. We associate this with the company's purchase of two companies,
Bambi and Lurisia. We also expect this indicator to increase over the next five years.

The ratio of net debt to EBITDA over the past five years has decreased from 2.84 in 2014 to
1.66 in 2018, so we can say that the company has good solvency (Table 1). This position is
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confirmed by the ratio of long-term debt to total assets. During the analyzed period, the indicator had
a stable position (0.21 in 2018).

Table 1
Key Financial Indicators

Key Financials 2016 2017 2018 2019 2020 2021 2022 2023 2024
Net sales revenue 6219,00 |6522,00|6657,10 | 6863,30 | 7048,01 | 7036,40 | 7091,55 | 7146,55 | 7201,55
EBITDA 845,90 | 927,50 | 968,70 | 998,90 |1040,16|1072,62|1109,54|1145,38|1185,03

Financial Leverage
Debt to Equity Ratio 1,29 1,20 1,20 1,12 1,11 1,17 1,21 1,25 1,30
Net Debt to EBITDA 1,92 1,75 1,66 1,62 1,67 1,76 1,67 1,70 1,76

Long Term Debt to Assets | 0,22 0,22 0,21 0,22 0,22 0,24 0,23 0,23 0,25

Cash Flow to Debt Ratio 0,21 0,22 0,21 0,24 0,25 0,24 0,23 0,23 0,22

Efficiency Ratios

Asset Turnover 0,95 0,99 0,99 1,00 1,02 0,98 0,96 0,95 0,94

OCF to Net Sales 0,12 0,12 0,12 0,13 0,13 0,13 0,13 0,13 0,14

Cash Conversion Cycle 19,94 | 13,71 | 13,35 | 13,75 8,48 6,79 4,73 0,41 -0,78

Profitability Ratios

Return on Assets 0,05 0,06 0,07 0,07 0,08 0,08 0,08 0,08 0,08
Return on Equity 0,12 0,15 0,15 0,16 0,17 0,17 0,18 0,18 0,19
Gross Profit Margin 0,37 0,37 0,38 0,40 0,42 0,42 0,42 0,43 0,43
EBITDA Margin 0,14 0,14 0,15 0,15 0,15 0,15 0,16 0,16 0,16
Operating Profit Margin 0,08 0,09 0,10 0,10 0,10 0,11 0,11 0,12 0,12
Net Profit Margin 0,06 0,07 0,07 0,07 0,08 0,08 0,08 0,09 0,09

Source: author's development (Official site of Coca-Cola HBC AG)

In 2019, the ratio of net debt to equity was 1.12 (the total debt of the company amounted to €
3608.43 million in 2019), and we expect this figure to drop to 1.11 in 2020 due to an increase in total
debt. We associate this with the company's purchase of two companies — Bambi and Lurisia ones
(Demirel at.al., 2011). We also expect this indicator to increase over the next five years.

The ratio of net debt to EBITDA over the past five years has decreased from 2.84 in 2014 to
1.66 in 2018, so we can say that the company has good solvency. This position is confirmed by the
ratio of long-term debt to total assets. During the analyzed period, the indicator was stable (0.21 in
2018).

A firm liquidity position is maintained by the current ratio and quick ratio. Since 2014, the
current liquidity ratio has grown from 0.94 to 1.21 in 2018, and the quick ratio to 0.75 to 0.98. This
proves to us that the company can repay current debt from its current assets. In addition to its
compelling current and quick liquidity ratio, Coca-Cola HBC has a robust cash pillow of around 10%
of total assets in 2018.

Working capital has been growing since 2016 from € 93.2 million to € 419.6 million in 2018. It is
assumed that working capital will grow faster starting in 2019, reaching € 1,026.28 million as early as
in 2024. The company can direct this money to expand its production through the purchase of new
enterprises.

EBITDA margin grows over the analyzed period from 11.40% in 2014 to 14.55% in 2018. We
forecast a steady annual growth rate of this indicator.

Coca-Cola HBC's return on equity will increase from 10.2% in 2014 to 19.5% in 2024. Using
DuPont decomposition (Figure 7), we defined three key factors influencing ROE. The major growth
driver is the increase in the EBIT margin due to operational efficiency improvement from 4.5% to
9.1%. Further, the rising equity multiplier (from 2.2 to 2.3) supports the increase in ROE. However,
disproportions between the rise in book value of total assets (2.35% CAGR 2018-2024) and revenue
(1.43% CAGR 2018-2024) cause a decline in asset turnover (from 0.99 in 2018 to 0.94 in 2024),
which has a negative impact on ROE.

Dividend policy. In 2019 the company also increased its dividends paid to shareholders to
€ 0.57 per share. Coca-Cola HBC dividend policy is that the dividend payout target is 35—-45% of
comparable net income. Given the historical values and future trends of the company, we expect this
figure to reach € 0.61 per share in 2020 and € 0.78 per share in 2025. The total amount of dividends
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paid in 2020 should be about € 226.3 million. We explain such positive dynamics in dividend payout
by the fact that, historically, dividends per share have been rising steadily over the last 5 years. Such
a dividend policy is associated with the desire of Coca-Cola HBC to show loyalty to its investors.

2018 2024

Profit Margin
Asset Turnover

Equity Multiplier

ROE,

%

Fig.7. DuPont analysis
Source: author's development (Official site of Coca-Cola HBC AG)

Cash flow generation. Operating activities serve as the primary source of cash for the company.
Cash from operating activities is expected to grow from € 872.3 million in 2019 to € 923.8 million in
2020. Steady growth is also expected in subsequent years after 2020 due to an increase in operating
profit and working capital. Free cash flow demonstrates positive dynamics and doesn't reveal serious
operational or financial problems of the company.

Days Inventory Outstanding for the analyzed period was relatively stable and is expected to
remain stable in the future. The days of receivables decreased during the analyzed period from 53
days in 2016 to 50 days in 2018 and this trend is expected to continue. Payable days have been
growing in recent years and are expected to grow on average by one day per year. The cash
conversion cycle indicator is expected to remain stable throughout 2020, but as a result of a faster
increase in daily payables compared to daily receivables and inventory turnover in days, the cash
conversion cycle indicator is expected to improve significantly in the future. This means that it will
take less time for the company to convert its investment into stocks into cash flows.

The OCF/Sales ratio is 0.12 the past four years and is expected to grow to 0.14 in the long
term, mainly due to improved overall cash flows from operating activities.

Valuation.

Target price (Damodaran, 2006). Our target price list for Coca Cola HBC is 35.4 Euros, that is,
we believe that the share price will increase by 16.7% compared to 30.17 on 12/31/2019. We
evaluated the target price using two methods of comparative analysis and DCF, we got the final
value by multiplying the result of each currency value method by weights (for both equal 0.5, so as
not to give preference to anyone) and summing up we got our result.

DCF. WACC. From the data provided by this company, we received corresponding Total
Enterprise Value Calculation. All data in the table is taken for 2019, where necessary we took our
estimate of the parameters for this year, which was provided in the appendix 4. The tax rate in the
model is 25.4%, it was predicted on the grounds of historical data. Cost of Equity amount of 9.8%
was obtained using CAPM methods. As a result, we have such parameters for The weighted
average cost of capital equal to 9.4%.

CASES (Dotsenko et al., 2019). For 2013-2019, CAGR for Total Revenue was -0.03%, for the
EBITDA parameter it was 4.8%, the EBITDA margin for this period increased from 11% to 14.6%.

BASE CASE. In this scenario, we assume that for 2019-2024, CAGR for Total Revenue will be
1%, the forecast is based not on the trend of the entire sample, but with a review of recent years
(where CAGR was significantly higher), since this better reflects the current development trend of the
company, CAGR for EBITDA in this case is expected to be 2.2%, while the margin will increase to
15.44%. In this case, the PV Terminal Value is equal to 14,147 million Euros, taking into account the
fact that as the multiplier we took the predicted value of the multiplier P / E = 20x. If we take the
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median value of the competitors (24.6x), it turns out that the stock rating is not adequately high
(checked using the Gordon model), so we decided that such a multiplier value is not suitable for our
company (KomapicT Ta iH., 2019).

BULL CASE. For a positive development scenario, where we took more optimistic growth
values, we got such values for the corresponding parameters: CAGR (Total Revenue) = 3.5%,
CAGR (EBITDA) = 8.6%, EBITDA margin = 18.5%, PV Terminal Value = 19,183 million (20x
multiplier).

BEAR CASE. The growth rates for this option were chosen more pessimistic, but so that the
absolute discrepancy with the BASE CASE was similar to the BEAR CASE, to be fair and not to give
preference to any option. Results: CAGR (Total Revenue) = -2.6%, CAGR (EBITDA) = - 5.7%,
EBITDA margin = 12.4%, PV Terminal Value = 9 501 million (20x multiplier).

SENSITIVITY ANALYSIS. Sensitivity analysis was carried out for stock prices depending on the
size of the WACC and Terminal EBITDA Multiple. The maximum value (45.3 Euros per share) is
obtained at WACC = 8.5% and the multiplier is 22x, the minimum (34 Euros per share) at 10.5% and
18x, respectively. The first option is especially interesting, as in this case the stock remains attractive
even if the shareholder wants to receive a profit in the flesh of up to 20%.

Comparable Companies' Analysis. Using this method, we obtained a share price of 31.41
Euros. This value is obtained as the average between the comparative analysis based on the P/E
multiplier and the same method based on the EV/EBITDA multiplier.

The key element of valuation using multiples is the analysis and selection of a "peer" group.
There are not many companies in the industry with a similar structure of sold goods.

That is why we have another assessment method to reduce risks by relying on just one thing.
Companies were selected as similar as possible in size, structure of products sold (although some
are still very different in this), market geography and other parameters. The following companies
were selected: Carlcberg A/S, Davide Campari-Milano SpA, Coca Cola European Partners, Diageo
plc, Britvic, Danone SA, Haineken NV, Gerresheimer AG, Coca Cola Amatil LTD.

When we evaluated state multipliers, we focused on the EV/EBITDA ratio, which is most
suitable for evaluating transnational assets of a corporation, since it excludes taxes and ignores the
influence of individual tax policies of the countries. As the most popular multiplier, P/E ratio was
chosen as the method of assigning the relative value of the share. Coca Cola HBC's EV/EBITDA
multiplier is 4%, which is lower than the median, P/E multiplier for CC HBC is 9%, which is lower than
the median.

Monte Carlo Analysis. For the general assessment, we performed a Monte Carlo simulation of
the value of shares based on historical data. The volatility over the past year amounted to 1.6%. Let
us take it as the variance for deviation from the previous value. Having generated 1000 values, we
get that with a probability of 0.3 our stock will cost more than 33.4 (this is a 10% increase in value,
WACC = 9.4%) (Figure 8)
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Fig.8. Monte Carlo simulation
Source: author's development (Official site of Coca-Cola HBC AG)
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General review. For a more complete view of the situation, in addition to the one described
above, we also analyzed the historical values of stocks over the past 52 weeks and expert estimates
on this subject (Figure 9).
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Fig.9. Comparing Valuation Results
Source: author's development (Official site of Coca-Cola HBC AG)

Conclusion. The relevance of this work is in the fact that we present our authors’ vision on the
application of different methods in the investment analysis of Coca-Cola Hellenic Bottling Company.

Highlight. The company is a good choice with high stability in the market. Most of the economic
indicators of the company are expected to grow rapidly in future periods.

Sustainable market position. Soft drinks market is developing rapidly with perspective of the
growth rate of 4.5% in the next 3 years. Environmental protection and the health benefits are the
product main demand drivers and trends now and in the near future (in addition to quality products
and excellent communication with consumers through advertising and other activities). Moreover,
existing trade and political conflicts between the countries are indicators of looming recession, which
can also affect the market of soft drinks. In addition, the company has strong competitors. We cannot
say that Coca Cola HBC stands out strongly as a market leader. However, its development and
market position is stable. We should mention that Coca Cola HBC 6 times in 7 years took first place
in The Dow Jones Sustainability Index and 9th year in a row company is in top 3 Global and
European beverage companies.

Unstoppable financial growth. In 2018 Coca-Cola HBC'’s sales reached € 6.65 billion, with 2.1%
of growth. Over the next 3-5 years, we are optimistic about the ability of the business to expand its
sales beyond the existing limits. 2020 should be more successful for Coca-Cola HBC than 2019. We
expect annual revenue growth of 2.7% in 2020 and continuation of smooth increase in future periods.
EBITDA has been increasing steadily over the recent years, and is expected to increase in 2020,
reaching 14.76% (compared with 14.55% in 2019). Our Beneish M-score and Altman Z-score
analyses showed that Coca-Cola HBC does not manipulate reported earnings and is safe from
bankruptcy.

Key risks. Coca-Cola HBC’s main investment risks include changes in regulations and
consumer preferences due to raising health and environmental concerns. The company is also
exposed to the risk of currency volatility, commodity costs uncertainty which can affect its financial
performance. Such risk as cyberattacks, supply and distribution disruption can cause damage to
company’s ability to operate effectively. There is a possibility of management failing to implement
company’s business model and strategies in Coca-Cola HBC’s recent acquisitions. The risk of
adverse weather conditions should be taken into account as it affects consumer demand and sales
volume.
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IHBECTULIIMHUIA AHANI3 COCA COLA HELLENIC BOTTLING COMPANY

HocnigkeHHst iHBECTULiNHOT NpuBabnMBOCTi KOMMNaHii € HeBiA'EMHOI YaCTVHOK NMPUAHATTS PILLEHHS Mpo
KyniBro abo npopax akuin. [HBecTWLinHMIA aHani3 Bkntovae B cebe ormsan AisnbHOCTI KOMMaHii, KOHKYpeHLilo B
ranysi, a Takox piHaHCOBUI aHani3, MMOBIPHICTb PU3WMKIB i OLLIHKY BapTOCTi KOMNaHii. Y AaHin ctaTtTi My nposenu
iHBecTuUinHum aHania Coca-Cola Hellenic Bottling Company (HBC). Hapasi komnaHis HegoouiHeHa NOpiBHSAHO 3
KOHKYpEeHTaMy Ha PVHKY. TMM He MeHLl BOHAa 3anulaeTbCH XOPOLUIMM BUOGOPOM 3 BMCOKOK CTabinbHiCTIO Ha
pyHKY. OuikyeTbCsl, WO GinblUiCTb €KOHOMIYHUX MOKa3HWKIB KOMNaHii OyayTh LWBUAKO POCTUM B ManbyTHbOMY.
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3axucT HaBKOMULLHLOTO CepefoBuLLA i KOPUCTb ONS 3[40POB'A HacerneHHs € OCHOBHMMW akTtopamu, Lo
BM3HA4aKTb MNOMUT i TEHAEHLT B HUHILLHIMA Yac i B HanbnukyoMy MaibyTHbOMY (K 0AATOK A0 SKICHUX NMPOAYKTIB
i BiAMiHHOI KOMYHiKaLjii 3i cnoXMBa4YamMun 3a AONOMOrO0 PEKNamMu Ta iHWWX BUAIB AiSNbHOCTI). BinbL Toro, icHytoui
TOProBi i MOMITUYHI KOHMNIKTU MiX KpaiHaMmu € iHOguKaTopaMu peLecii, sika TakoX MOXe BMAMHYTU Ha PUHOK
6e3ankoronbHux HanoiB. Kpim Toro, y komnaHii € cunbHi KOHKypeHTn. He moxHa cka3aTu, wo Coca-Cola HBC
CUIbHO BUAINSIETLCA K Niaep puHKy. MNpoTe, ii po3BMTOK i puHKOBI No3uuii cTabinbHi. Cnig 3a3HaunTy, wo Coca-
Cola HBC 6 pasiB 3a ocTaHHi 7 pokiB 3aiMana neplie micue B iHAeKci cTikocTi [Joy-[xoHca, i 9-1 pik nocninb
BXOAWUTb A0 TPINKN HaNGiNbLUMX CBITOBUX i EBPOMNENCLKUX KOMMNAHIN 3 BUpOOHMLTBa HanoiB. OCHOBHI iHBECTULHI
pusukn Coca-Cola HBC BkntoyatoTb 3MiHM B NpaBunax Ta BnogobaHHsIX CrnoxuBadyiB Yepes 3pocTatodi npobrem 3i
3[0pOB'AM | HaBKONWLLHIM cepefoBulieM. KomnaHis TakoX HapaXaeTbCH Ha pu3ukM HecTabinbHOCTI BamoTy,
HEeBU3HaYeHOCTi y BapTOCTi TOBapiB, sika MOXe BNUHYTW Ha chiHaHCOBI NoKa3HWKW. Taki puauku, sik kibepaTaku,
nepeboi 3 nocTaBkamu i po3noginom, MOXyTb HaHECTU LUKOAY 34aTHOCTI KOMMaHii npautoBaTy edekTMBHO. IcHye
MMOBIPHICTb TOrO, LIO KEepiBHULTBO He 3MOXe peanidyBatu bGisHec-mofenb i cTpaTerii KoMnaHii Woao HedaBHiX
npuabaHb Coca-Cola HBC. Crtatta no3Bonsie Ginblu AeTanbHO BHUKHYTU B CyTb (PYHKUIOHyBaHHsi GisHec-
npouecie B ranysi 6esankoronbHWx Hanoie i NponoHye aBTopcbke 6ayeHHst ouiHkm Coca-Cola HBC.

Knrouyosi cnoBa: mogens DCF, iHBecTuliHuin aHanis, aHania [ionoH, aHania n'atu cun MNopTepa.
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WHBECTULIMOHHbIWA AHAIIN3 COCA COLA HELLENIC BOTTLING COMPANY

WccnenoBaHve WHBECTULMOHHOW MPUBIEKATENbHOCTM KOMMAHUM SBMSIETCS HEOTHbEMIIEMOW 4acTbio
NPUHSATUSI PEeLUeHUss O TMOKYNKe Wnu npojaxe akumi. WHBECTUUMOHHBLIA aHanu3 BkNovaeT B cebs 063op
[EeATenbHOCTN KOMMaHWK, KOHKYPEHLMI0 B OTpacnuv, a Takke (UHAHCOBbIN aHanus, BEepOsiTHOCTb PUCKOB U
OLIEHKY CTOMMOCTW KOMMaHuu. B gaHHOM cTtaTbe Mbl NMpeacTaBunv pesynbTaTbl MHBECTULIMOHHOIO aHanusa B
oTHoweHun Coca-Cola Hellenic Bottling Company (HBC). B HacTosiliee Bpemsi KOMNaHus HedooLeHeHa mno
CpaBHEHWIO C KOHKYpEeHTaMu Ha pblHKe. TeM He MeHee, OHa OCTaeTCsi XOpOLWWM BbiGOPOM C BbICOKOW
CTabunbHOCTLI0 Ha pbiHke. OxnpgaeTtcsi, YTO OONbLUMHCTBO 3KOHOMMYECKMX MoKas3aTenen KomnaHuu Oyayt
GbicTpo pacTu B Oyayuiem. 3awiuta OKpyXawLen cpedbl M nonb3a AN 340pOBbs HAaceneHwusi SBMSIOTCH
OCHOBHbIMU (hakTopamu, ONpeaensoLWMMIN CNPOC U TEHAEHUMN, KaK B HACTOsILLeE BpeMsi, Tak U B Bnivkanwem
Oyaywem (B [OOMOMHEHWe K KadeCTBEHHbIM MpoAyKTaM M OTNIMYHOM KOMMYHMKauMuM C noTpebutensmu
nocpeacTBOM peknaMbl U Apyrnx BuaoB AesitensHocTun). bonee Toro, cyliecTsytoLimMe TOproeble U NONUTUYECKNE
KOH(NWKTbI MexXay CTpaHamu sIBRSOTCS WHOMKATOpaMy HafBUraloLencs peLeccuu, KoTopasi Takke MOXET
MOBMUSATL Ha PbIHOK Ge3arnkoronbHbIX HanMTKoB. Kpome Toro, y KOMMaHuM ecTb CUSbHble KOHKYpeHTbl. Henb3as
ckasatb, 4To Coca-Cola HBC cunbHO BbigensieTcs Kak nuaep pbiHka. TeM He MeHee, ee pasBUTUE U PbIHOYHbIE
nosvuum ctabuneHel. CnegyeT otmMeTutb, YTo Coca-Cola HBC 6 pa3 3a nocnegHve 7 neT 3aHMmana nepsoe
MecTo B MHAekce yctomumsoctu [oy-[xoHca, n 9- rof nNoapsia BXOAWUT B TPOMKY KPYMHEWLIMX MUPOBLIX U
€BpOMNEeNCKMX KOMMaHWiA Mo MPOM3BOACTBY HanuTkoB. OCHOBHblE WMHBECTUMUMOHHbIe pucku Coca-Cola HBC
BKIOYAIOT MU3MEHEHNSA B MpaBuUnax v npeanoyTeHusix notpebutenei ns-3a pacTtywux npobnem co 340poBLEM U
oKpyxXatwwien cpegoin. KomnaHma Takke noABepXKeHa PUCKY  HEeCTabunbHOCTM  KypCOB  BamkoThl,
HeomnpeaeneHHOCTM B CTOMMOCTY TOBapoB, KOTOPasi MOXET NOBMNUSATb HA (PMHAHCOBLIE NOKa3aTenu. Takne pucku,
Kak kubepaTaku, nepebou C mocTaBkamu M pacnpegeneHveM, MoryT HaHecTu yuiepb addpekTnBHOM pabote
komnaHuu. CyluecTByeT BEpOSITHOCTb TOro, YTO PYKOBOACTBO HE CMOXET peanu3oBaTb OuaHec-mMogens u
ctpaterun Coca-Cola HBC, kacawwmecs ee HedaBHWUX npuobpeTteHuii. CtaTbsi no3sonsieT Gonee getanbHO
BHUKHYTb B CyTb (DYHKLMOHUPOBaHMS BM3HEec-npoLeccoB B oTpacnu Ges3ankoronbHbIX HaNmUTKOB W npeanaraet
aBTOPCKWI B3rnsAA, Ha oueHky Coca-Cola HBC.

KnroueBble cnoBa: mogerns DCF, MHBECTULUMOHHBIN aHanua, aHanua [ionoH, aHanua natu cun MNMopTepa.

JEL Classification: J12, J17, J32, F21, R42.
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