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Still(s) crazy

Britvic (BVIC) has successfully managed two potential threats — the Soft
Drinks Levy (SDIL) and the industry CO, shortage — to confirm modest
earnings growth prospects for FY18. The recent heatwave might otherwise
have driven outperformance. But with redirected marketing driving double-
digit stills growth, the position was held. Looking forward, as BVIC’s
business capability programme completes and benefits start to flow, more
meaningful earnings growth may narrow the discount to peers.

Resilient performance in Q3

Three factors complicated Q3: the SDIL (from April), CO, shortages and the
heatwave. BVIC managed these resiliently, with Q3 total revenue growth of 3.4%,

taking the year to date to 4.2% (H1: 4.5%). On an ex-SDIL basis Q3 declined 0.6%.

That was led by GB sales +1.9% with outstanding stills growth of 11.7%, where,
responding to the CO, issue, marketing was switched from carbonates, -2.9%.
Regions mainly grew strongly: Ireland +6.6% ex-SDIL, Brazil +10.2%, international
(mainly US) +8.7%. France declined 15.0%, on strong comps and poor weather.

Market share growth in major brands

Within carbonates, Pepsi continued to gain share, led by the no-sugar Pepsi Max.
Meanwhile, buoyed by the marketing switch, stills showed strong growth for both
Robinsons, which has been re-establishing share, and J20. A range of H2
activation actions, highlighted at interim, are being executed effectively in wider
regions. Management, which has guided to a net zero profit effect from SDIL,
should be able to give a clearer analysis of any net impact at the year end.

Modest growth expectations confirmed

BVIC guides to full-year performance in line with consensus. FY18 is a transition
year for BVIC’s business capability programme (FY16-19), which should deliver
long-term benefits including supply efficiencies. A 3.4% vyield is twice covered and
supported by net debt leverage guided at 2.1-2.3x.

Valuation: FY19e growth may compress discount

BVIC trades at a FY18e P/E of 14.9x, a 31.8% discount to the All-Share Beverages
current year index and a 28.8% discount to AG Barr, reflecting its relatively geared

balance sheet and relatively slow near-term earnings growth. However, with FY18

now effectively confirmed, market attention should switch to the higher-growth

FY19 forecast (PBT +10.7%, EPS +6.3%), which could see those discounts narrow.

Consensus estimates

Year Revenue  EBITDA* PTP* EPS* DPS EVI/EBITDA PIE  Yield
end (Em) (Em) (Em) (o) () (x) (x) (%)
09/16 1431.3 230.1 157.9 493 245 1.8 16.3 3.0
0917 1540.8 246.1 164.7 52.9 26.5 11.0 152 3.3
09/18e 1498.5 256.6 164.6 54.0 274 10.6 14.9 34
09/19e 1562.5 270.6 182.2 574 289 10.0 14.0 3.6

Source: Britvic, Bloomberg. Note: *Adjusted.

QuickView

Beverages

1 August 2018

Share price graph
850
825
800
7754
780
725
700
675

650
A'S ONDJFMAMJJ

Share details
Code BVIC.L
Listing LSE

Shares in issue 264.4m

Business description

Headquartered in the UK, Britvic is a soft-drink
beverage company. The company participates in the
marketing and manufacturing of popular brands
including PepsiCo in Great Britain and Ireland.
Through a number of acquisitions, Britvic has
expanded its operations into Ireland, France and, more
recently, Brazil.

Bull

Market leadership status: number one in branded
still soft drinks and number two in branded
carbonated soft drinks in Great Britain

Growing market share in an expanding underlying
Great Britain market

Further benefits of business capability programme
in rationalising supply chain still lie ahead

Bear

Full effects of Soft Drinks Industry Levy on sugar
in soft drinks still to emerge, creating some
uncertainty

Mixed volume progress in Europe and
International regions

Net debt leverage currently towards top of
medium-term target range of 1.5-2.5x. However,
on reducing capex, leverage should fall through
FY19 to consensus forecast of 1.7x in FY20.

Analysts
Paul Hickman +44 (0)20 3681 2501
Sara Welford +44 (0)20 3077 5700

Britvic is a research client of Edison
Investment Research Limited



EDISON

Edison is an investment research and advisory company, with offices in North America, Europe, the Middle East and AsiaPac. The heart of Edison is our world-renowned equity research platform and deep multi-sector
expertise. At Edison Investment Research, our research is widely read by international investors, advisers and stakeholders. Edison Advisors leverages our core research platform to provide differentiated services including
investor relations and strategic consulting. Edison is authorised and regulated by the . Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. Edison NZ
is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research Inc (Edison
US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison. Edison Germany is a
branch entity of Edison Investment Research Limited [4794244].

DISCLAIMER

Copyright 2018 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Britvic and prepared and issued by Edison for publication globally. 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
the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This research is issued
in Australia by Edison Investment Research Pty Ltd (Corporate Authorised Representative (1252501) of Myonlineadvisers Pty Ltd (AFSL: 427484)) and any access to it, is intended only for "wholesale clients" within the
meaning of the Corporations Act 2001 of Australia. The Investment Research is distributed in the United States by Edison US to major US institutional investors only. Edison US is registered as an investment adviser with
the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding
state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about companies in which we believe our readers may be interested and this information reflects our sincere
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not a "personalised service" and, to the extent that it contains any financial advice, is intended only as a "class service" provided by Edison within the meaning of the FAA (ie without taking into account the particular
financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To the maximum extent permitted by law, Edison, 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. FTSE International Limited ("FTSE") (c) FTSE [2014]. "FTSE(r)" is a trade mark of the London Stock Exchange Group companies and is used by FTSE International Limited under
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