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EABL Group FY’24 Earnings Note
Recommendation Current Price

August 12, 2024

Target Price

NSE Code: EABL HOLD KES 152.00 KES 172.50

Issued Shares: 790,774,356

52-week high: KES 160.00 Summary

52-week low: KES 100.00 + EABL Group navigated varied macroeconomic headwinds to post a sharp

11.8% yly decline in net earnings to KES 10.87Bn from KES 12.32Bn a year

Chart |: Price Trend (Last 12 Months)
prior. Profitability margins were compressed by a faster surge in operating expenses

200.00 (+18.4%) relative to revenue growth (+13.2%), coupled with an 84.3% y/y surge in

175.00 foreign exchange losses and a 49.0% yly increase in net finance costs over the period
under review.

15000 * The Board of Directors recommend a final divided of KES 6.00/=. This in

125.00 addition to the earlier issued interim dividend of KES 1.00, raises the total FY’24
dividend to KES 7.00 per share. The dividend will be payable on 28" October 2024 to

|oo.oo°§; §> (SC’ &b'\ (0; &»L Q\}b“ shareholders on register as of 16™ September 2024.
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Key Highlights
Source: NSE, AIB-AXYS Research

el S s [ fa e ¢ Net sales demonstrated robust growth, surging 13.2% yly to KES 124.13Bn
Last IM 3M 6M 12M largely propped by stronger pricing action, complemented by a modest 1%

rise in regional volumes across the company’s diverse brand portfolio.
Change 7.6% -0.2%  33.9% 4.5%

. . o .
Source: NSE, AIBAXYS Research Kenya rose to the fastest growing market, posting a strong |15% yly growth in sales

while Uganda followed closely with a 12% y/y increase in sales. Tanzania recorded a

modest single-digit growth in sales of 9% y/y. However, growth remained muted when

Analysts
adjusted for exchange rate depreciation effects.
Ronny Chokaa e Cost of sales soared 13.0% y/y to KES 70.33Bn quickened by elevated costs
rchokaa(@aib-axysafrica.com for fuel, sugar, and returnable glass. The situation was further magnified by high
taxes, holding gross margins compressed. Nevertheless, cashflow generation
Stacy Makau remained robust, supporting faster reduction in debt holdings and additional CAPEX

smakau@aib-axysafrica.com initiatives.

Page | 2



EABL Group FY’24 Earnings Note

Shifting Consumer Trends

Widespread shifts in consumer behavior were observed during the year. The
“Premium” brand sales rose steadily by 13% yly faster than “Vibrant beer” and
“Mainstream Spirits” brands which grew by 12% y/y and 10% y/y respectively.
However, consumption of mainstream spirits especially in Kenya and Tanzania
declined — pointing to consumers' reprioritization of spending amidst economic
pressures. This signifies that sales were largely propped by stronger pricing
action than organic increases in demand. Downtrading behavior was similarly
observed as well as a widespread transition from On-trade to Off-trade
consumption. Additionally, e-commerce sales showed significant growth

throughout the period, reflecting fast-evolving consumption trends.
Accelerated Foreign Exchange Rate Losses

Unexpected ethanol supply shortages coincided with sustained local currency
depreciation for the better part of the financial year resulted in an 84.3% yly
surge in foreign exchange losses to KES 3.87Bn. The shilling's depreciation
against the US Dollar and the British Pound coincided with unstable supply
chains - confounding management’s input sourcing plans, leading to a substantial
rise in the Group’s import costs of offshore brands and required ethanol

supplies.
Easing Debt Balance Cushions Elevated Interest Rate Effects

The brewer recorded a notable 17.7% yly decline in the total stock of
borrowing to KES 48.93Bn. This reduction emerged from a 32.9% decrease in
costly short-term borrowings as well as a 15.1% reduction in long-term debt.
As a result, the company’s debt ratio improved to 34.8%. However, the rising
interest rate environment led to a steep decline in the interest coverage ratio
to 3.5x from 4.8x a year prior. We expect the rapid increase in overall debt
costs to impact profit margins in the medium-term, requiring the brewer to

explore alternative financing strategies
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Chart 2: Regional Net Sales Contribution (%)
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Source: Company filings, AIB-AXYS Research.

Chart 3: Group Return on Equity Trend (%)
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Source: Company filings, AIB-AXYS Research.

Chart 4: Net Debt (KES Bn) and Effective Cost of Debt
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Source: Company filings, AIB-AXYS Research.

¢ We maintain our HOLD recommendation on EABL Group, pending sustained recovery in consumer demand across all regional

markets. We anticipate robust recovery in consumer demand beginning 2025 even as dynamic pricing strategies help support

topline revenues. However, elevated financing costs and further input price pressures over the coming year could delay the

projected recovery. Our one-year target price for EABL Group currently stands at KES 172.50 - representing a c.13.5% upside

potential from current levels.

Page | 3



AIBAYS

AFRICA

Ratio Analysis FY20 FY2I FY22 FY23

Capital Structure

Debt Ratio 38.5%
Debt-to Equity Ratio 1.9x
Times Interest Covered 4.8x

Management Quality
Gross Profit Margins
Total Assets Turnover
Cost-to Income Ratio

Debt-to EBIT

Earnings Quality
Return on Equity 46.9%
Net Profit Margin
Earnings Yield
Dividend Yield

Liquidity Ratios
Current Ratio 0.9x 0.8x 0.9x

Quick Ratio 0.7x 0.8x

DuPont Identity
ROE

Net Income/EBT 64.8%
EBT/EBIT 73.7% 73.3%

EBIT/Revenue
Revenue/Total Assets

Total Assets/Equity
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Disclaimer

AIB-AXYS Africa and its parent company AXYS Group seek to do business with companies covered in their research reports. Consequently, a conflict of interest may arise that could affect the objectivity of this report.
This document should only be considered a single factor used by investors in making their investment decisions. The reader should independently evaluate the investment risks and is solely responsible for their investment
decisions. The opinions and information portrayed in this report may change without prior notice to investors.

This publication is intended solely for informational purposes and is not authorized for public distribution or use by the public media without prior and express written consent of AIB-AXYS Africa or AXYS Group.
Redistribution or dissemination of this material, in whole or in part, is strictly prohibited and may lead to legal actions. By accessing this report, you acknowledge and agree to abide by these terms, ensuring the security and

confidentiality of its contents.

This document does not constitute an offer, or the solicitation of an offer, for the sale or purchase of any security. Whilst every care has been taken in preparing this document, no representation, warranty or undertaking

(express or implied) is given and no responsibility or liability is accepted by AIB-AXYS Africa or any of its employees as to the accuracy of the information contained and opinions expressed in this report.
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