Analysis

The

The InBev takeover of
Anhenser-Busch
shows how brewing
groups are frying to
offset higher costs by
maxirnising value from
their brands, writes
Jenny Wiggins, Right,
the newer contenders
and, below, where the
:ndustry may go next

race s on_for
an unassarlable
global lead in beer

hris Burggraeve, chief
marketing officer of
InBev, leans on a bar in

> front of a Stella fatois
tap as he delivers the Belgo-
Brazilian brewer's samewhat tan-
tological corporate spiel. Brands,
he says, are “the lifeblood of any
branded goods business — and
thaf's what we are”.

The appearance by the {resh-
faced Belgian comes on a video
clip at globalbeerleader.com, a
website set up by InBev - pro-
ducer of Stella and brands
inciuding Beck's ~ as part of.ite
suecessful campaigh to take over
Anheuser-Busch of the US.

The §5Zbn {(£26bn, €33bn) deat
agreed last wesk gives InBev

prime position ir the world's -

maost profitable beer market:
Anheuser-Buseh has a near 3
per cent share in the US, which

by volume is also the second--
biggest beer market in the world-
after China. At least as impor-".

tant, the acquisition helps posi-
tion the brewer for the future by

giving it Budweiser, the wnr]d' .

best-known: besr brand.

Brewing still has few truly-
international brands. ‘Of the *

world's top 10 best-selling brands

(& list topped by Bud Light,

China’s Snow beer and. Bud-
weisex), only {or Heineken of the
Netherlands do international
markets account for the vast pro-
portion of sales. But the owner-
ship of strong international

brands is becoming increasiogly

important to brewers, for two
main reasons. -

First, they are prized by con-

sumers in fast-growing markets
sueh as Russia (see right) and
hina, who did not have access
to foreigm brandsl untit recently.
Second, even in matire weskerm
markets, the premium on promi:
nent hrands'is high and growing.
Heineken, for example, says prof-
its on the Heineken brand are
twice those on the regional
brands such as Amstel tfmt. still
form about 80 per cent of sales.

Those beiter profit marging’

become all the more impartant to
brewers in the- cwrrent enviroh-
ment of high commodity and
energy prices and slawing world
economic growth. Big rises in
raw material casts, including
hops and maited barley as well
as oil for transport -and alumin-
ium for cans, have been forcing
them to put up beer orices. Jor-
gen Buhl Rasmussen, chief exec-
utive of Carlsherg, the Danish
brewer whose brand is in the top
20 global best sellers, says:
“When you. don’t have sirong
brands, it's very hard to offset
price increases.”’
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. Some .drinks. anaiysts. predict
that half of the beer-industry’s
profits wili egentually.be derived
from premium brands, up from
about 10 per cent' now. This
wonld strengthen the position of
grouips such’ asg nBev, Heiheken
and Carisberg they -add.” The

‘Dutch group sees itself as Having
‘a head start < it beﬂan mMoving -
inte US and Asian markets more

than 70 years ago.“It takes you

“-decades-to build an- Intérnation-

ally recognised premitun brand,”
says Jean-Frangols van Boxmeer,
Heineksn chiel executive, =~ -
But although Budweiser is one
of the world's most most widely
recognised consuiner-brands of
any kind - ranking in league

* tables close to Nike.and Dell — it
is drunk mostly in the' US. By'. -

volume, barely. S per ceni of
Anheuser-Buseh's beer (which
also -includes brands suck as
Michelob and Roiling Rock) is
sold -internationally. That offers

InBev a vast opportunity. “Bud-
‘brand, = well as Ttaly's Peroni

Nastro Azzurro and Grolsch. of ©
the Netherlands. But thése foilr-

weiser has always besn much:
Bbetter known than drunk around
thé - world,” says’ an investment
banker who advised InBev's exec-

utives on the Anheuser takeqver.

“Bud conld essily hecome their
big glubai brand.”

That is alsa how Carlos Brito,
InBev's Brazilian chief executive,
sees it. The suceess of companies
such as PepsiCo and McDonaid's
shows people still want™ Awmeri-
can brands, Mr Brito says.

“Con- .

A he ddds; can‘:sall
“Americajn-altbottle”. o
Gerard Rnk analyst at ING

“gees the tlﬁnd towards a few big

brands* ‘a8 wea.kenmg the position
of ‘others fuch-as SABMiller, the
brewer that emerged fmm South

‘Africa an,rl began adding north-

ern hemigphers brands® in ihe

‘late 19905, when it' bought- the
"Czech Reyubhc s Pllsher U‘rque]l

‘a large part of the
world i'aas opened up.
You see big demand

for “samethmg alga™”

.Iean-Frangois van Boxmeer

it 'subseﬁuently absorbed - Miller

Bréwingof the US in 2002, whieh- ©

gave it jhe Miler Genuine Draft

(excluding Miller Lite, sold

maialytin the US) account for.

less.thah 2 per cent of the
group's [otal sales volumes. :
Mr Hijk argues that SAB-

~Mi]ler's}lack of.a “dominant over-

whelmilg brand” makes it vul-
nerableidespite being a wellTun

‘ company. “When there is not yet
£ gtoba® brand, you can break it |

‘ group. But ‘hé adds:
-that..we're going to be. broken .

Heineken chief executive”

lau ses the brewer's lack of plo-
al-brands,.as. an., Achilles heel
“It is one of their challeuges
says -the ‘chief-executive at
another big brewer. -
‘Graham - Mackay, SABMiller's
chief- executive, -acknaowladges
that global brands are increas-
ingly: important,” noting that

" beers such as Perchi are growing

-faster, than . othér brands- at the
“The idea

‘up any time-soon is guite fanei
fol.. . Well cnntmue to he &

E cunsuhdator

. Dther beer analysts back ):um

up;- saying.there is no reason for -

SABMiller to be a.loser-in any
farther - acqmsmon round.
andrew Holland, analyst at
Dresdner Kleinwert, expects two
inain- bloes to, be created — one
Jed by IhBev and, the other by a
cambined’ SABMiller/Molsen
Coors, which recently merged
their ‘-US brewing businessss.
“The next logical thing is for
SAB to do a full merger with
.Malson Coors;” says Mr Holland.

big brewers will have to
, ‘spend big sums burnish-
ing the image of its best
brand and further extending its

. International reach. As Heine-

ken's Mr van Boxmeer puts it: “A
large part of the world which
was closed 20 years age has

* Some , of SABMiller's .rivals -

1 the while, each of the

apened.up . ., You can see alarge
trend of “‘demand for: 'someéthing

.-elae Whichave can provide,”

- For InBev's M;' Burggraeve,
who joined the group -only last
Novembér after a.dozen years at
Coca-Cola (ses below), that mar-
keting task began right then, and

‘in all urgency, rather than by
maldng videos foi the Anhenser

hid. InBev has Deen regarded as
one of the industry’s poorer
brand managers, havmg failed to
protect thepremium. image of
Stella Artois in the' UK.

- British démand for Stella, once
marketed as “reassuringly expen-
sive”, dived.after TnBav cut
prices &nd the brand became
asgociated with the couniry’s
bihge drinking eultare. The poor
UK ‘performance .dragged down
global Stella Artois volumes in
2087, hefore improving this year
amid a new adveriising cam-
paign that emphasises its-quality
and - punty

Many in the industry consxder

‘InBev’s meanagement to have

beer tough and efficient.rather
than brilliant marketeers. As
chief executive, Mr Brito xeflects
the culture of the company when
he describes his lifastyle: “T have
70 hobbies, I work all the time,”

Now, he is to become custodian
of what has long heen promoted
a8 the “King of beers”. With s¢
valnable a brand as Bud. to pre-
tect, Mr Brito might need to con-
sider getting out mova.

Rival brands on .
a Mew York bar
counter: scon
the two will he
under one
corporate roof,
nBev, which
stumhled with
Stefla in the
UK, sees the
biggest
potential not
anly in
Budwelser and
Bud Light but
afso in Skol,
which it braws
in Brazil
Bloemberg



" €636m)-while. B
oills i at

-bid for S&N last vear in
- 'that split up the Bﬂtish: 1
‘Carlsberg wanted a° bigger ‘8

Emergmg

tipples

rise up

the value
rankings

When brewers talk of their
“glabal” brands, they ne longet
Jjust mean thoge from western
Europe-or. the 1§ Some of the
emerging global names bedan -
life far. from there;. 7 5 0
Baliika, the Russian brand
owned by Carlsberg: and Brazil's
"Bra,bma,, ovwmned by Bév, beat
brands ‘inehading’ Miner Genirine
Draft, Foster's and ‘Moison in '
the: 2008 market value ranking
of beer brands by Miilward -« -

Brown, a research group.

Millward Brown says Baltika,)

2t number 15 on the Jist, “ig =

valued at justover §ibn (£501m; . -
¥ Which
is. worth
g, 5ays Baltika, of
/ gained fuli
ownership after buying Scottish
& Newcastle, itg former jeint -
venture partner in Russia;is’
now one of its tap four: e
international brands, along with
the Carisherg hrand itselt,”
Tuborg and Kronenbiotirg 1664,
Baltika wag the reason that -
Carlsbérs. with the helpof |
Helineken, latinched a st rise

in the Russian heér marke e
where anntial ‘sales volumss

“have beern rising gome-10 per

cen’c'oil average in the past four
vears, but it also saw the global

potential of the Baltika brand:

“It’s becnmiug.interhaﬁonal,” '
Jorgen Buhi Rasmussen, .
Carlsberg"s chief exécutive; told-
the Financial Thmes 25 he -
opened Baltika's 11th Russian
brewery in May. )

‘not’appear to have w

Baltika, which was deveioped
oniy in the early 1990s hut is
now Russia’s biggest beer brand,
was first exported in 2000, Sirice
then it hag been shipped to -
s0me 47 countries including, .
Australia, Japan and Greece and
is also brewed under licence. in
the UK and Ukraine. About 10
per cent of its total sales come
from outside Russia. - .

InBev's Brahma brang is

. Inuch older,,havmg_béen T
created in 1888 But InBev began

creating’a giobal image for .
Brahma when it starteq
exporting it in %005. It is now.

“availablé i morc'than 3o

outside Latin America :

The brewer redesignedr_;, R
Brahma’s packaging: crediiriga -
curved bottle with enthossed

Dational markets, including 26

" lettering in what it ‘5ays was an

attempt to form a link between
the Bragilian cylture
{“optimisti¢ and Creative”) and
the heer: The redesign was alsg
the brewer’s first attempt at ‘
cregting a glohal brand after’. -
InBev was created by the, 7
merger of Brazil's AmBev &nd,
Belghwom’s: Interhrew in’ 2004.
But although InBev’ describes

. Brahma as one of its“global

flagship” brands, slong with |
Stella Artais arig’ Beck’s, it does
on over the
palates of American and
Eurépean drinkers, The group 15

‘180 looking 1o Skol, 4 brand

without firm natitnag ‘réots that
is shared between TnBév, which
brews it in:Bragiland - o
Carlsberg, which has most of =

- the rights beyond Latin

America; (At eighth in the Hst,

Skol 18 valued at $L9bn) -
Asked which will be the

brands of the combitied

_Anheuser-Buscl InBev “with

most potentjal, Carlos Brito,
chief executive, says: “Bud
Light, Bud and Skol”
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