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Executive Summary 

The main objective of this master’s thesis is to determine a fair value of Carlsberg A/S’ (Carlsberg 

in the following) equity and hence a fair value of Carlsberg’s stock. Carlsberg is the world's fourth-

largest brewery and the company has accomplished large expansions during 2008.  

The expansions of Carlsberg’s operations were partly financed by a stock emission that raised DKK 

30.1 billion and partly by taking on new debt. These changes, in both operations and capital 

structure, are the main motivation behind this valuation since they have made it difficult for the 

market to price the Carlsberg stock.  

The expansions of Carlsberg in 2008 were driven by the acquisition of Scottish & Newcastle.  From 

the acquisition, Carlsberg gained full ownership over Baltic Beverages Holding (BBH in the 

following), the French leading brewing company; Brasserie Kronenbourg and other breweries in 

both Western Europe and Asia.  

At first glance, the expansion appeared sound and profitable, but changes in the global financial 

markets and economy in general have affected the prospects of Carlsberg operations, especially in 

Eastern Europe. This has been reflected in the stock price of Carlsberg and our valuation will 

investigate whether the market has priced the Carlsberg stock fairly or not. 

The valuation is based upon a thorough strategic analysis in which we have analyzed the macro 

environment of Carlsberg’s operations and we have applied well-known frameworks and theories 

such as; Porter’s Five Forces, Product Life Cycles, Boston Consulting Group matrix, Value Chain 

Analysis - we have complied our results in a SWOT analysis. We have also analyzed Carlsberg’s 

historic financial performance. 

We have used a DCF and EVA approach in this valuation. We found the fair value of the Carlsberg 

stock to be DKK 367 as of April 21st. The observed stock price that specific day was DKK 255 and 

we therefore recommend investors to buy the stock as it is undervalued by the market. 

We have stress tested our findings by conducting a sensitivity analysis and we found that our results 

are very sensitive to changes in the cost of capital. We also applied a multiple-based valuation 

which led us to accept our findings from the DCF and EVA models.  



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 2 of 146 

 

Table of contents 

Executive Summary ........................................................................................................................................... 1 

1.0 Introduction ................................................................................................................................................. 5 

1.1 Problem Statement ................................................................................................................................. 6 

1.1.1 Presentation of Carlsberg A/S .......................................................................................................... 6 

1.1.2 Strategic Analysis .............................................................................................................................. 6 

1.1.3 Financial Analysis .............................................................................................................................. 7 

1.1.4 Budgeting and Forecast .................................................................................................................... 8 

1.1.5 Valuation .......................................................................................................................................... 8 

1.2 Methodology ........................................................................................................................................... 9 

1.2.1 Structure of the Project .................................................................................................................. 12 

1.3 Delimitation ........................................................................................................................................... 12 

1.4 Source Criticism ..................................................................................................................................... 13 

2.0 Presentation of Carlsberg A/S ................................................................................................................... 15 

2.1 The History of Carlsberg ........................................................................................................................ 15 

2.2 Organization .......................................................................................................................................... 17 

2.3 Corporate Governance .......................................................................................................................... 18 

2.3.1 Ownership structure ....................................................................................................................... 18 

2.3.2 Corporate Governance Practices at Carlsberg ............................................................................... 20 

2.4 The Strategy of the Carlsberg Group ..................................................................................................... 22 

2.4.1 Excellence Programme ................................................................................................................... 22 

2.4.2 Markets ........................................................................................................................................... 23 

2.4.3 Products .......................................................................................................................................... 26 

2.5 The Financial Development of Carlsberg ............................................................................................... 27 

2.5.1 The Carlsberg B Stock ..................................................................................................................... 28 

2.5.2 Segmented Financial Performance ................................................................................................. 29 

3.0 Strategic Analysis ....................................................................................................................................... 31 

3.1 Macro Environment ............................................................................................................................... 32 

3.1.1 Western Europe .............................................................................................................................. 32 

3.1.2 Eastern Europe ............................................................................................................................... 34 

3.1.3 Asian Market .................................................................................................................................. 36 



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 3 of 146 

 

3.2 Sector Analysis ....................................................................................................................................... 38 

3.2.1 Porters Five Forces ......................................................................................................................... 39 

3.2.2 Competitor Analysis ....................................................................................................................... 50 

3.2.3 PLC .................................................................................................................................................. 54 

3.2.4 BCG Growth-Share Matrix .............................................................................................................. 56 

3.3 Internal Analysis .................................................................................................................................... 60 

3.3.1 Value Chain Analysis ....................................................................................................................... 60 

3.3.2 Value Chain Analysis Based on Cost Allocation .............................................................................. 61 

3.4 SWOT Analysis ....................................................................................................................................... 64 

4.0 Financial Analysis ....................................................................................................................................... 68 

4.1 Preparing the Financial Statements for Analytical Purposes ................................................................ 69 

4.1.1 Income Statement .......................................................................................................................... 69 

4.1.2 Balance Sheet ................................................................................................................................. 70 

4.2 Profitability Analysis .............................................................................................................................. 72 

4.2.1 Common-size and Trend Analysis ................................................................................................... 79 

4.3 Growth Analysis ..................................................................................................................................... 84 

4.4 Risk Analysis ........................................................................................................................................... 86 

4.4.1 Business Risk ................................................................................................................................... 86 

4.4.2 Financial Risk .................................................................................................................................. 88 

4.5 Part Conclusion Financial Analysis ......................................................................................................... 90 

5.0 Budget and Forecast .................................................................................................................................. 92 

5.1 Possible Scenarios ................................................................................................................................. 93 

5.1.1 Scenario – Most Likely .................................................................................................................... 93 

5.1.2 Scenario – Best Case ..................................................................................................................... 101 

5.1.3 Scenario – Worst Case .................................................................................................................. 102 

5.2 Part Conclusion .................................................................................................................................... 104 

6.0 Valuation ................................................................................................................................................. 106 

6.1 Discussion of the Valuation Models .................................................................................................... 106 

6.1.1 Assumptions ................................................................................................................................. 107 

6.1.2 Pros of DCF and EVA ..................................................................................................................... 108 

6.1.3 Cons of DCF and EVA .................................................................................................................... 108 

6.2 Weighted Average Cost of Capital – WACC ......................................................................................... 109 



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 4 of 146 

 

6.2.1 Capital Asset Pricing Model – CAPM ............................................................................................ 110 

6.2.2 Net Cost of Debt ........................................................................................................................... 114 

6.2.3 Market Value of Equity ................................................................................................................. 115 

6.2.4 Estimation of WACC...................................................................................................................... 115 

6.3 Discounted Cash Flow - DCF ................................................................................................................ 115 

6.3.1 Valuing Best and Worst Case ........................................................................................................ 117 

6.4 Economic Value Added - EVA .............................................................................................................. 118 

6.5 Sensitivity Analysis ............................................................................................................................... 120 

6.6 Applying Multiples ............................................................................................................................... 126 

6.6.1 EV/EBITDA .................................................................................................................................... 127 

6.6.2 P/E ................................................................................................................................................ 128 

6.7 Evaluating Multiples ............................................................................................................................ 129 

6.7.1 Drivers of Value; Multiples ........................................................................................................... 130 

6.7.2 Drivers of differences between multiple- and cash flow-based valuation ................................... 131 

7.0 Conclusion ............................................................................................................................................... 132 

8.0 Final Thoughts ......................................................................................................................................... 137 

8.1 Future Prospects of the Three Main Regions ...................................................................................... 137 

8.1.1 Western Europe ............................................................................................................................ 137 

8.1.2 Eastern Europe ............................................................................................................................. 138 

8.1.3 Asia ............................................................................................................................................... 138 

8.2 Theoretical versus Observed Price per Share ...................................................................................... 139 

9.0 Works Cited ............................................................................................................................................. 140 

Appendices .................................................................................................................................................... 145 

 

  



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 5 of 146 

 

1.0 Introduction 

The purpose of this master’s thesis is, as the title suggests, to perform a valuation of Carlsberg A/S. 

The reasons why we have chosen Carlsberg as our subject for valuation are manifold.  

Carlsberg is one of the largest companies in Denmark, responsible for some of the strongest brands 

both in Denmark, but also in the global beverage industry. It is a company with a solid foundation 

in the Western European market and Carlsberg has had great success exploiting new opportunities 

on growth markets in Asia and Eastern Europe.   

The company also knows how to create headlines in the international papers, e.g. with the recent 

acquisition of Scottish & Newcastle. This transaction meant, among other things, that Carlsberg got 

the full ownership of Baltic Beverage Holding (BBH) which is important for the future growth. 

We choose a valuation of Carlsberg for two reasons. Firstly, the above mentioned acquisition has 

caused significant changes in Carlsberg’s capital structure1, growth potential, and risk profile. We 

believe that such changes can cause the market to price Carlsberg incorrectly, and we will 

investigate whether this is the case by calculating a theoretical correct market value of Carlsberg.  

Secondly, the competitive situation in the sector is tough with increasing cost of raw materials and a 

stagnating consumption in Western Europe. These market conditions have caused consolidations in 

the industry and we are interested in assessing Carlsberg’s capabilities of adapting to these market 

conditions. 

 

 

 

                                                 
1 Carlsberg issued 76.278.403 stocks to finance S&N deal 
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1.1 Problem Statement 

Our assignment formulation for this master thesis is as follows: 

“We will perform a theoretical valuation of Carlsberg A/S based on a strategic and financial 

analysis. The strategic and financial analysis will be the platform for our forecasts of Carlsberg’s 

future performance. Our forecast will generate essential inputs in our final valuation models.” 

In order to solve the above mentioned assignment formulation, we have chosen to structure this 

master’s thesis in 5 main sections. These sections will contribute with essential information needed 

to complete the valuation. 

• A presentation of the organization and history of Carlsberg 

• An analysis of Carlsberg’s current strategic position 

• An analysis of Carlsberg’s previous and current financial performance 

• Forecast and budgeting 

• Actual valuation 

1.1.1 Presentation of Carlsberg A/S 

In this section we will outline the company’s history, organization and corporate governance 

standards. We find it important to gain comprehensive knowledge of the different stages Carlsberg 

have been trough to create a platform for further study.  

The organizational structure and corporate governance standards are important elements in order to 

gain and sustain the interests of investors. Hence, those elements directly influence the market value 

of the company. We will therefore answer the following questions: 

- How has the organization of Carlsberg developed since the foundation in 1847? 

- Do the corporate governance standards at Carlsberg match our perception of best practice? 

1.1.2 Strategic Analysis 

The overall purpose of this section is to determine how Carlsberg can create value in the future. To 

define future growth opportunities it is important for a company like Carlsberg to be aware of 

external factors that will affect the conditions on the different markets.  
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Furthermore, it is essential to recognize the level of competition experienced and how Carlsberg 

positions itself compared to its competitors. Carlsberg’s level of success is related to the company’s 

ability to exploit and yield maximum return of its core competences and value drivers, both of 

which we will analyze and asses. In order to complete the strategic analysis we will answer the 

following questions: 

- What kind of external factors has an influence on Carlsberg? 

- How is Carlsberg positioned on the different markets and what kind of strategies indentifies 

these markets? 

- How is Carlsberg positioned compared to its competitors? 

- What kind of core competences and value drivers does Carlsberg have that could create 

future cash flows? 

1.1.3 Financial Analysis 

Our financial analysis will give us an exhaustive insight in Carlsberg’s historic performance, risk 

profile and profitability. This part of the analysis focuses on ex post data.  

The historic analysis will be a time series analysis, carried out to reach extensive understanding of 

the financial development of Carlsberg. Our emphasis will be on profitability, growth, and risk. The 

level of investment is also an important factor since it has critical influence on the future growth 

potential. Our analysis will show if there are financial foundations for its growth strategies. 

Finally, we will conduct peer group analysis to understand how Carlsberg is performing, 

financially, compared to its closest competitors. This ex post based analysis will, combined with the 

above strategic analysis create the basis for the forecast carried out below. To create a satisfactory 

financial analysis we will answer following questions: 

- How has Carlsberg performed measured on relevant financial ratios within the areas of; 

profitability, growth, and risk? 

- Does Carlsberg: Underperform, match, or outperform its closest competitors based on 

financial measures?  
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1.1.4 Budgeting and Forecast 

We will now use our previous analysis to generate budgets and forecasts for Carlsberg’s 

development for an explicit forecast of 10 years. For valuing Carlsberg, we develop three scenarios 

that describe the company’s potential strategy and implement each of these scenarios in the 

forecast. We will clearly state the assumptions included in the formation of the budget. 

- What are the relevant scenarios that describe Carlsberg’s potential strategy at the best 

possible way? 

- What are the figures in the explicit forecast of Carlsberg? 

1.1.5 Valuation 

We have now generated most of the input needed for the chosen valuation models. Before using the 

models we will discuss the theory behind each model, the necessary assumptions and furthermore 

discuss the pros and cons of each one. For our cash flow based models we will need to determine 

the Betas, WACC and discount factor of Carlsberg.  

The various inputs in our models will affect our results differently. To gain comprehensive 

knowledge of the mechanics of our theoretic models, we will conduct sensitivity analysis. 

Our relative valuation will be carried out using various multiples and conspicuous potential 

differences within our peer group will be investigated. 

We will then, finally, compare the result of our theoretical valuation with the actual market value of 

Carlsberg. 

The valuation section will answer the following questions: 

- What are the necessary assumptions of our chosen valuation models? 

- What are the pros and cons of our chosen valuation models? 

- What is the discount factor, Beta, and WACC of Carlsberg? 

- How is Carlsberg valued by the market compared to its closest competitors? 

- How much does our theoretical value differ from the real market value? 
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1.2 Methodology 

This valuation is going to be a result of a fundamental analysis carried out on Carlsberg. As any 

other analyst, we will only be using information that is publicly available. 

To evaluate on whether the market has priced the value of Carlsberg correctly or not, we are going 

to use three different valuation methods.  

- Discounted cash flows 

- Economic value added model 

- Multiple-based valuation model 

All of the above-mentioned models require in-depth analysis of Carlsberg’s 

- Historical performance 

- Strategic position 

- Future growth opportunities 

To present relevant information and carry out the analysis in a logical order, the structure of this 

valuation, included models and theories are as follows. 

Section 2 

Presentation of the Carlsberg A/S: Here we are going to present Carlsberg both in quantitative and 

qualitative measures. The purpose is to highlight what type of company Carlsberg is and what 

drives value in the company. The section will be somewhat descriptive but necessary to conduct 

further analysis. 

Section 3 

Strategic analysis: The purpose of the section is to determine future growth opportunities. To do 

that we are going to start our analysis at the industry level using the Porter’s 5 Forces Framework. 

Porter’s 5 Forces has great explanatory power in regards to what threshold capabilities a player in 

the industry needs to succeed.  

The strategic analysis will then narrow down to company level where we will use the PLC and 

BCG frameworks to identify current and future value drivers. For the same reason we will perform 

a value chain analysis. 



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 10 of 146 

 

In this section we also introduce a peer group. We will use the peer group to get a broader 

perspective on Carlsberg’s strategic position. We have chosen Heineken and Inbev as Heineken is 

Carlsberg primary competitor, especially on the Western European market which is very important 

for both companies. We include Inbev since it is the globally leading beer company. Common for 

all three companies is that they all completed huge expansions during 2008. 

The peer group will also play a key role in our financial analysis and valuation. 

Section 4 

Financial analysis: The purposes of this section are manifold. Historic performance is highly 

relevant when estimating future potential but before using publicized financial data from Carlsberg 

we need to set up the financial statements for analytical use. 

When the data is usable, we will use the DuPont Model to measure the profitability of Carlsberg. 

The strength of this model is that it gives us a possibility to explain the mechanism behind the 

return on equity of Carlsberg.  

Further financial ratios will be presented and analyzed upon to enlighten us in the current financial 

situation at Carlsberg. A general principle of this valuation is the going concern principle. The 

dynamics of the financial development in recent history will be used to draw inference about the 

future. That combined with the strategic analysis will lead us to the next section. 

Section 5 

Forecast and Budgeting: In this section the above analysis are used to create budgets and forecasts 

for Carlsberg’s future performance. The above analyses are used to determine various inputs for our 

valuation models.  

Section 6 

Valuation: This is where our analyses end up with quantitative answers. We will be using CAPM2 

to determine the cost of equity. The cost of equity will be used as a part of the WACC3. The WACC 

plays an important role when using both the DCF4 valuation model as well as the EVA5 model.  

                                                 
2 Capital asset pricing model 
3 Weighted average cost of capital 
4 Discounted cash flows 
5 Economic value added 



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 11 of 146 

 

The DCF model has been the most popular valuation model lately, partly because it solely relies on 

future cash flows. It uses no accounting based inputs, which is an advantage since accounting based 

measures can be misleading because of the difference between market and book values or they can 

have been manipulated with.  

The EVA model should, if applied correctly, yield the exact same result as the DCF model. The 

EVA model has gained popularity recently because of its capabilities of measuring performance and 

track correct/incorrect strategic decisions. EVA takes invested capital into account and EVA can be 

increased by either way:  

“Earn more profit without using more capital, use less capital, 

and invest capital in high return project”.
6 

Lastly we are going to use multiples for a peer group analysis. We would never use accounting 

based multiples as a standalone valuation method since multiples only take ex post data into 

account.  

  

                                                 
6 Tully, Shawn, America’s Greatest Wealth Creators, Fortune, November 9th, 1998, pp. 193-196 
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1.2.1 Structure of the Project 

The structure of the project will be as shown below in figure 1.1. 

Figure 1.1 Structure of our Valuation 

 

Source: own creation 

This structure supports how the different sections support and relate to each other.  

1.3 Delimitation 

Carlsberg is present on more than 150 markets and owns more than 500 different brands. We do not 

intend to present every brand or analyze every single market. We have divided Carlsberg’s markets 

in three segments even though conditions might vary within these segments. 

When describing and presenting Carlsberg as a company, we focus on what matters in regards to 

market value of the company. Factors like corporate social responsibility, human resource strategy 

etc. is not included since we do not believe it directly affects market value. 
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We are only focusing on Carlsberg’s operations involving beer as this by far is the main part of 

Carlsberg’s business. 

A large share of data originates from Euromonitor which hold extensive data concerning market 

shares, both by companies and brands. When it comes to market shares, the data from Euromonitor 

involves information about both the off-trade and on-trade segment.  

When we have applied data from Euromonitor concerning consumption per capita, we only have 

information regarding the off-trade segment.  

 
Our cut-off date is the 21st of April. This means that we compare our findings with the observed 

stock price as of that specific date. We have not used information that originated after the cut-off 

date.  

We valuate Carlsberg under the assumption of going concern. We will not include valuation models 

that focus on liquidation. 

Carlsberg is presently considering selling off the site of the old brewery in Valby. The price of that 

property and the exact timing of the sale are very unclear and we have not taken the real estate 

project into consideration in this valuation. 

1.4 Source Criticism  

This valuation is primarily based on public accessible secondary data and we will now comment on 

the quality of the different types of sources we have used. That includes; annual reports, databases, 

various industry reports from independent bureaus, and theoretic literature. 

We have used the annual reports from both Carlsberg and the peer group. In general, we believe 

that the reports give us an accurate insight in the different companies. We are aware of the fact that 

the companies, naturally, try to highlight positive elements, but especially when it comes to the 

quantitative parts of the reports which have been revised by independent professionals.  

The different databases and industry specific reports we have used are all coming from independent 

agencies that would only benefit from providing clients with objective quality research. We 

therefore believe in high quality from those agencies which count; Datamonitor, Euromonitor, 

Canadean, DataStream, and Corporate Focus Screener. 
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We have also used various newspapers, especially the Danish newspaper “Børsen”. This paper 

focuses on the Danish business life and we asses that the quality of the information available in this 

paper is valid. We know that articles in general can be tainted if the writer is somehow biased but 

we do not believe this is likely in the case of “Børsen”. 

We have also used a wide range of theoretic books, many of which are used for educational 

purposes at CBS. All the literature we have used has been of high quality.  
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2.0 Presentation of Carlsberg A/S 

The purpose of this chapter is to present the company and its history and furthermore, to gain 

relevant information regarding Carlsberg’s organization, corporate governance, markets, products 

and present financial situation. This presentation will be the platform for the later in depth analysis 

of the company.  

2.1 The History of Carlsberg
7
 

The Carlsberg group was founded in 1847 by J.C. Jacobsen. With inspiration from Bayern it 

became the first brewery in Denmark to produce pilsner. Soon all the Danish breweries used 

Carlsberg’s special yeast named Saccharomyces Carlsbergensis to produce their beer.  

Carlsberg exported their first barrel of beer in 1868. The quality of the beer was very important to 

J.C. Jacobsen which led to the establishment of the Carlsberg Laboratory in 1875.  

The time after the Second World War was characterized by many mergers and acquisitions among 

breweries. In 1964 Carlsberg acquired Wiibroe and six years later Carlsberg merged with Tuborg, 

the second largest brewery in Denmark at the time. The first international expansion came in 1988 

when Carlsberg acquired a small German company called Hannen-Brauerie. Later Carlsberg 

merged with the British company Tetley (1992) and five years later they became sole owner of 

Carlsberg-Tetley. In 2000 they acquired the largest brewery in Switzerland called Feldschlösschen.  

In May 2000 the Carlsberg breweries were formed by a joint venture with the Norwegian 

conglomerate Orkla. The Carlsberg Breweries consisted of both the beverage activities in the 

Carlsberg Group and Orkla. Along with Orkla came a leading position in Norway and Sweden and 

also a 50% ownership of BBH. Four years later the Carlsberg Group took over Orkla’s 40% share 

of Carlsberg Breweries and the ownership of BBH.  

The same year Carlsberg also acquired Holsten-Brauerei AG in Hamburg making it the leading 

brewery in Northern Germany. This gave the Carlsberg group an opportunity to sell the Carlsberg 

label using Holsten’s sales distributions channels and to sell the Holsten label in different countries 

trough the Carlsberg group’s export- and license division. 

                                                 
7 The following information is collected from www.carlsberggroup.com 
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The Carlsberg group has in recent years obtained an important position on the Asian markets by 

forming joint venture agreements and acquisitions among different Asian companies such as Lao 

Soft Drink Co. Ltd.8 in Laos and Habeco9 in northern Vietnam.  

On April 28th 2008 the acquisition of Scottish & Newcastle was a reality. The Carlsberg group 

along with Heineken N.V. paid the shareholders DKK 8 per share. The total price Carlsberg had to 

pay was DKK 57 billion making it the largest acquisition in Danish history. Carlsberg is now the 

owner of the following assets due to this acquisition: 

- The remaining 50% share of BBH 

- The French companies owned by S&N, among these the leading brewery in 

France, Brasseries Kronenbourg and its trademark rights 

- The global trademark rights to Grimbergen 

- The second largest brewery in Greece, Mythos 

- A share of ownership of 17.5% in Chongqing Brewery Co. Ltd10. 

- A newly started joint venture in Vietnam 

 

  

                                                 
8 The Carlsberg group owns a share of 70% of the Lao Soft Drink Co. Ltd. 
9 In 2008 they took over a share of 16% in Habeco (Hanoi Beer Alcohol Beverage Corporation) 
10 One of the seven largest breweries in China, source: Canadean 
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2.2 Organization 

The organization of Carlsberg is formed as a line organization. 

Figure 2.1 Organization of Carlsberg 

 

The Board of Directors is responsible for the management of the company and conducts the 

supervision of the Executive Board. The Board of Directors consists of 12 members whereas 8 of 

them have been elected on the annual general meeting. The remaining 4 members are elected by the 

employees in accordance with the Danish Companies Act.11  

The role of the Executive Committee is to drive the Carlsberg Group’s strategic development and 

ensure that there are clear objectives across the Group. The Committee consists of the Executive 

Board plus the heads of the regions and four of the functions. 

                                                 
11 Prospekt, Carlsberg A/S, May 15th 2008, pp. 144 
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The Group Headquarters represents 14 divisions such as Communication, Finance, Sales & 

Marketing, Research and Development among others. It is inside Headquarters where the strategic 

planning and ideas are created and later implemented on the four main regions.12  

2.3 Corporate Governance 

Carlsberg is a listed company and is therefore obliged to comply with certain corporate governance 

regulations such as financial reporting standards, communication to shareholders, annual general 

assemblies etc. The stock exchange in Denmark: “OMX Den Nordiske Børs København A/S” has 

formed both a set of corporate governance rules and recommendations of good corporate 

governance standards.  

The recommendations are on a “comply or explain” basis and Carlsberg complies with the majority 

of the recommendations. Carlsberg’s corporate governance standards are definitely acceptable and 

in line with similar corporations.  

We will highlight the owner structure of Carlsberg because of the dual class shares issued by 

Carlsberg and we will examine some of the deviations from the recommendations of OMX 

Copenhagen Stock Exchange. 

2.3.1 Ownership structure 

Carlsberg is listed on the OMX Stock Exchange in Copenhagen with two classes of shares; 

Carlsberg A and Carlsberg B. Each A-share has 20 votes where the B-share has only 2 votes but 

with an advance right to a return.13 This structure is known as controlling minority structure, which 

separates cash flows from control rights.  

At the end of 2008 more than 20.000 investors, also referred to as “free float”, were registered by 

name as part owners of Carlsberg A/S. Together they represent 85% of the capital share14. After the 

stock issue during 2008, The Carlsberg Foundation now owns 30.3% of the cash flow rights and 

72.84% of the voting power. 

Originally, The Carlsberg Foundation should own at least 51% of both the voting power and the 

cash flows but the regulations of the foundation were changed before the stock issue of 2008. 

                                                 
12 www.carlsberggroup.com 
13 Prospekt, Carlsberg A/S, May 15th 2008,  pp. 157 
14 The 85% is calculated on the basis of the share capital of the B-shares. 
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Figure 2.2 Ownership Structure 

 

The Carlsberg Foundation is the largest shareholder and must hold at least 51% of the votes and 

more than 25% of the company share capital, according to the new deeds of the foundation. The 

Foundation’s aim is to manage the Carlsberg Laboratory and to support Danish scientific research 

within the fields of natural sciences, mathematics, philosophy, the humanities and social sciences. 

Furthermore, the foundation is supposed to prevent a hostile takeover as well as ensure the long 

term strategic development of the company.   

The Tuborg Foundation supports socially beneficial initiatives and objectives, especially related to 

Danish trade and industry. Today the Tuborg Foundation is a part of the Carlsberg Foundation due 

to the merge in 1991. 
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2.3.1.1 Dual Class Shares Implications 

From an empirical perspective dual class equity has a negative impact on company value, especially 

when the disproportional ownership is caused by dual class shares. This discount is measured to be 

around 23% of firm value. The value discount is largest in firms with low cash flow concentration, 

unified control and high amenity value. All factors that relate to Carlsberg’s company profile. Even 

though dual class shares enforce a value discount on a firm – the owner structure does not seem to 

affect the operating performance.15 

2.3.2 Corporate Governance Practices at Carlsberg 

We will now look at the recommendations for good corporate governance issued by the OMX 

Copenhagen Stock Exchange. Carlsberg must either comply with the recommendations or explain 

departures from them. It is important to point out that good corporate governance is not enforced by 

law; it is of the company’s own interest to undertake this type of self-management16. 

There are eight recommendations of which Carlsberg fulfills the six of them. As for the remaining 

two, we will have to look closer at the departures. It concerns the composition of the board and 

remuneration to directors and the managers.  

According to the Nørby Committee it is recommended that at least half of the members of the board 

of directors are elected by the general meeting should be independent. Furthermore, any person 

related, in terms of business or in any other way, to the company’s major shareholder, is not 

regarded as an independent person.17 

In Carlsberg’s case five of the eight members of the Board of Directors elected by the General 

Meeting have a close link with the major shareholder; the Foundation. These five members 

represent the board of the Foundation so according to the committee they are not independent. 

  

                                                 
15 Bennedsen et al. “The principle of proportionality: Separating the impact of dual class shares, pyramids and cross- 
    ownership on firm value across legal regimes in Western Europe”, CIE, 2005 
16 Corporate Governance in Denmark – recommendations for good corporate governance in Denmark – Second part in  
    The Nørby Committee’s report, 2005, pp. 12 
17 Corporate Governance in Denmark – recommendations for good corporate governance in Denmark – Second part in  
    The Nørby Committee’s report, 2005, pp. 14 
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We think this is the most serious departure from good corporate governance standards. The 

independence of the board is important since its purpose is to monitor the company and make sure 

they act in the compliance with the shareholders’ interests. If the board fails to work in the 

shareholders’ interests they will normally be replaced on the next General Meeting.  

Since the Foundation has 51% of the votes they decide whom to select to the board of directors. The 

problem is that shareholders will find it impossible to replace the board since the majority owner, 

the foundation, presently holds 73% of the votes.18 

Regarding the second part about remuneration to directors and managers the committee states that 

“It is recommended that the exercise price for options granted be higher than the market price at the 

time they are granted”. This is not the case for Carlsberg where the exercise price corresponds to the 

market price during the first five days following the publication of the profit statement for the year.  

The intention of the committee’s recommendation is that there should be an incentive to increase 

shareholder value in the long run incorporated in the stock option plans offered to directors. In our 

opinion this is only a minor departure because the theory argues that both situations can lead to the 

same incentive.19 

  

                                                 
18 Carlsberg årsrapport, 2008, pp. 59 
19 Møller et al. ”Finansielle markeder; Incitamentsstrukturer og ressourceallokering”, CBS Press, 2001 
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2.4 The Strategy of the Carlsberg Group 

The foundations of Carlsberg’s core business are the beer markets of Western Europe, Eastern 

Europe and Asia. This company’s strategy is to focus on these three regions, because of their long 

experience and leading position. J.C. Jacobsen’s demand for quality is still an important part of the 

Carlsberg brand which can be seen in the Vision of the company.  

Mission
20
 

“Carlsberg is a dynamic, international provider of beer and beverage brands, 

bringing people together and adding to the enjoyment of life”. 

Vision
21
 

“Probably the best beer company in the world”. 

“Our brands will be the consumer’s first choice, and we will lead our industry in profitability and 

growth through a culture of quality, innovation and continuous improvement”. 

2.4.1 Excellence Programme 

In 2003 former chief executive Nils Smedegaard Andersen created the Excellence Programme with 

a special focus on margin improvements. The way to improve the company is through increased 

efficiency, control of the cost and optimizing turnover growth. It has already been a success in 

Western Europe where a daily focus on efficiency is created. Due to these improvements the 

program is to be implemented, globally.  

Another step to fulfill the strategy and vision of the company is a project of standardization. The 

purpose of this new project is to optimize and streamline internal processes and at the same time 

adapt them individually to the local demands. As the Excellence Programme this is going to be 

implemented on the Western European market.22 

  

                                                 
20 www.carlsberggroup.com 
21 www.carlsberggroup.com 
22 Prospekt, Carlsberg A/S, May 15th 2008, pp. 67 



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 23 of 146 

 

2.4.2 Markets 

The markets where Carlsberg are represented are at different stages of development. Some of them 

are mature with stagnating or declining consumption while others are emerging and growing. These 

differences are due to the diverse standards of living in these different regions. Factors such as 

income per capita and size of middle class will affect the total beer consumption. 

It is important for Carlsberg to evaluate and compare these different markets’ stages of 

development, risk profile and profitability to know how to distribute its resources. A balance 

between these markets is vital for the success and value of Carlsberg. For a more detailed analysis 

of the markets see the PLC and BCG in paragraph 3.2.3 and 3.2.4.  

2.4.2.1 Western Europe 

The beer consumption of this region is expected to be around 296 million hectoliter in 2007. The 

market volume is supported by a well-established off trade structure and strong traditions for 

consumption of beer and consumers that are susceptible to innovation23.  

The premium and super premium brands amount to 40% of the market24. The market is 

characterized with a steady level of consumption and for some countries even declining – see figure 

3.1.  

The Carlsberg group has a strong position with leading market positions in Scandinavia, Northern 

Germany, Switzerland and Portugal. In 2008 62% of the net turnover came from this region25.  

The players in this region are both local and global and the four largest had, in 2007, a combined 

market share of 57%26. The largest breweries in the region are Heineken and InBev with a market 

share of 21.2% and 9.4%, respectively. Carlsberg’s market positions are under great pressure on 

some of the Western European markets like Germany, Italy and the United Kingdom.  

  

                                                 
23 Prospekt, Carlsberg A/S, May 15th 2008, pp. 54 
24 Prospekt, Carlsberg A/S, May 15th 2008, pp. 54 
25 Annual report 2008, Carlsberg A/S, pp 82 
26 Appendix 2 - Regional market share 
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In Germany, Carlsberg’s strategy is labeled: “back to your strength”27. This involves reducing 

resources in the Southern part of Germany and instead focuses on Holsten in the Northern part. The 

idea is to focus were Carlsberg has a strong position and the ability to benefit from economies of 

scale.  

Almost the same applies to Italy were SABMiller and Heineken dominate the market. Carlsberg is 

drawing its resources away from the Southern part of Italy and instead focusing on the Northern 

part.  

The strategy in Western Europe is to improve profitability by improving its product mix and 

sharpening the focus on costs. This is basically already a success, due to the use of the Excellence 

Programme, but further steps are to be taken.  

The next step is to streamline the internal processes as mentioned above. Carlsberg, like the rest of 

the market, is investing in premium brands with higher value such as lite products to improve its 

product mix and hereby the operating margins.28 

2.4.2.2 Eastern Europe 

In 2007 the beer consumption of this region is expected to be around 262 million hectoliter. It is a 

growing market with an expected increase of 4.6% over the next five years. The culture of the 

market is characterized by a long history of alcohol consumption.29 

Due to the recent years of economic stability, an increase in the size of the middleclass has 

occurred. The new generation is in pursuit of a different image than the old generation who drank 

liqueur with a high concentration of alcohol. The change in the above mentioned cultural factors 

points towards possible growth opportunities for the beer industry in Eastern Europe.30  

The Carlsberg Group has a strong position in this region with a market share of 25%31 following the 

complete ownership of BBH. Last year 32% of the net turnover came from this region32. 

                                                 
27 Bryggerigiganten er under pres på store markeder, Børsen, July 15th 2008 
28 Prospekt, Carlsberg A/S, May 15th 2008, pp 105  
29 Prospekt, Carlsberg A/S, May 15th 2008, pp 55 
30 Prospekt, Carlsberg A/S, May 15th 2008, pp. 55 
31 Appendix 2 - Regional Market Share 
32 Annual report 2008, Carlsberg A/S, pp. 82 
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Russia is the largest market in Eastern Europe with an estimated consumption of 106 million 

hectoliter in 200733. The Carlsberg group is a market leader due to the ownership of BBH which has 

the largest brand Baltika on the Russian market. Because of the size of this market Baltika is also 

the second largest brand in Europe34.  

The competition on the Eastern European market is mainly among international players and they 

represent 73% of the market35. The largest breweries in this region beside Carlsberg are InBev, 

Heineken and SABMiller with a market share of 19%, 15% and 15%, respectively36.  

Carlsberg’s strategy has so far been to establish an even stronger position on this growing market to 

create long term growth in volume, turnover, and profit. It is important for Carlsberg to create a 

balance between volume growth as the market expands and value growth as consumers’ interest in 

premium products increases.  

To create growth in the volume it is essential for Carlsberg to exploit the benefits of economies of 

scale with their position in BBH. As to the value growth large investments in marketing and 

innovation have been made to affect the customers’ need for premium products.37 

2.4.2.3 Asia 

In 2007 the beer consumption of this region is expected to be around 547 million hectoliter.38 Asia 

is both a mature market with Malaysia, Hong Kong and Singapore and an emerging market with 

China, India, and Vietnam. The characteristics are; very large populations, growing economies and 

increasing income per capita39. The Carlsberg group has the leading position in six of the southern 

Chinese provinces. In 2008 only 6% of the net turnover came from this region40. 

                                                 
33 Prospekt, Carlsberg A/S, May 15th 2008, pp. 56 
34 Measured in volume of consumption 
35 Appendix 2 - Regional Market Share 
36 Appendix 2 - Regional Market Share 
37 Brand assessment – Carlsberg A/S, Euromonitor, September 18th 2008, pp. 2 
38 Prospekt, Carlsberg A/S, May 15th 2008, pp. 55 
39 Prospekt, Carlsberg A/S, May 15th 2008, pp. 56 
40 Annual report 2008, Carlsberg A/S, pp. 82 
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The markets in this region mainly consist of local players and the international breweries are 

indirectly active on the market through joint ventures. The only International brewery in the top 5 is 

InBev with the second largest market share of 10.6% in 200741.   

Carlsberg’s strategy has until now been to create long-term growth by building up market positions. 

The way to accomplish this is to establish new market positions through acquisitions and 

strengthening existing market positions trough organic growth. Table 2.2 in paragraph 2.5.2 

“Segmented Financial Performance” will specify the composition of growth between organic and 

acquisitions. 

2.4.3 Products 

The foundation of Carlsberg’s brand strategy is to combine the strong local and regional brands 

along with the most important international brands such as Carlsberg, Tuborg, Baltika, Holsten and 

Kronenbourg. Last year 82% of the pro rate volume was generated by beer and the rest from soft 

drinks.42 We will now present the largest international brands.  

2.4.3.1 Carlsberg 

The Carlsberg brand is the company’s global premium brand. It is one of the world best known 

brands and is being sold in the off trade43 in more than 100 countries. The gross volume in 2007 

was about 12.4 million hectoliter; this was 5% larger than the year before.  

An important part of the Carlsberg brand is to sponsor large sports events. Football has traditionally 

been the most important one. Carlsberg has been the main sponsor of FC Liverpool since 1992 and 

main sponsor of the European Championship in Football (EURO 2008).44 A part of their 

international brand strategy is to invest huge sums in these prestigious sports events. The idea is to 

strengthen Carlsberg as a premium brand and hereby promote sales.  

                                                 
41 The market share is calculated as if the merger was completed before 2007 
42 Prospekt, Carlsberg A/S, May 15th 2008, pp. 61 
43 Definition off trade: when consumption does not take place at site of purchase e.g. supermarkets 
44 Brand assessment – Carlsberg A/S, Euromonitor, September 18th 2008, pp. 1 
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2.4.3.2 Tuborg 

Tuborg is the company’s regional premium brand and is sold in more than 60 countries. It has been 

a great success in Eastern Europe recently, in particularly on the Russian market. Last year the gross 

volume increased by 18% to a total of 9.3 million hectoliter overall.45 

An important part of the Tuborg brand is to sponsor live music events. They have been the main 

sponsor of the Roskilde Festival since 1991. In Russia they sponsor GreenFest which is many music 

festivals in different parts of the country. Tuborg became the official beer to the Live Nation in 

Great Britain. Live Nation is the largest organizer of festivals and live music festivals in Britain. 

Due to these sponsorships Tuborg is a brand that the consumer connects with live music.  

 2.4.3.3 Baltika, Holsten and Kronenbourg
46
 

Baltika is a regional brand and the company’s largest, measured on gross volume due to the size of 

the Eastern European market. It has a gross volume of 16.1 million hectoliter and is being sold in 

more than 47 countries. Last year the gross volume increased with 19.5%.  

Holsten is an important regional brand in the company’s beer portfolio. In 2007 it was introduced 

on some of the Eastern European countries as well as Great Britain. The same year the gross 

volume increased by 7.0% to a total of 2.7 million hectoliter overall. 

Kronenbourg is a regional brand and the 8th largest in Europe. It is the core-market brand of the 

Kronenbourg Company and the leading brand in France. In 2007 the gross volume amounted to 7.4 

million hectoliter.  

2.5 The Financial Development of Carlsberg 

We are now going to present the financial development of Carlsberg in certain areas to give a broad 

overview. We will also show key figures based on a geographical segmentation. In the financial 

analysis we will analyze these figures in depth.  

In table 2.1 we have indexed figures with 2004 as the base year. In 2004 Carlsberg switched to the 

IFRS and has been using the IFRS through 2008.  

                                                 
45 Prospekt, Carlsberg A/S, May 15th 2008, pp. 62 
46 Prospekt, Carlsberg A/S, May 15th 2008, pp. 62 
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The figures show a constant top line growth during the entire period. The operational expenses also 

grow but at a slower rate giving room for a growing operational profit. The growth in operating 

profit 2008 is due to a continuing growth in net revenue and stagnation in operational expenses.  

Table 2.1 Indexed Financial Figures of Carlsberg Group with 2004 as Base Year 

 
2004 2005 2006 2007 2008 

Net revenue 100 104,86 113,23 123,33 165,21 

Operational expenses 100 102,94 109,47 112,37 136,45 

Operating profit 100 111,74 118,97 154,72 234,61 

Source: Own creation 

2.5.1 The Carlsberg B Stock 

The development in the price of the Carlsberg B stock and earnings per share measure is particular 

interesting in Carlsberg’s case because of the stock emission carried out during May and June. A 

total of 76.278.403 new shares were issued at DKK 400 raising a net proceed of approximately 

DKK 30 billion.  

The stock issue did cause some volatility in the stock price of Carlsberg, but the decline in stock 

price after the announcement of the stock issue (May 16th 2008) was somewhat reversed by the 

increase in stock value following the Q2 2008 financial report (August 5th 2008).  

From figure 2.3 we can see that around the above mentioned two dates, the development of the 

price of the Carlsberg B stock differs significantly from the one of the OMX C20 index.  
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Figure 2.3 Carlsberg B Stock Compared to the OMX C20 Index 

 

 

Source: OMX, own creation 

The following financial analysis of Carlsberg will analyze the earnings per share and will 

investigate whether the increase in earning match the dilution of shares after the stock issue. 

2.5.2 Segmented Financial Performance 

To bring a more detailed description of Carlsberg’s financial development we will separate the 

figures into a geographical segmentation. All the figures presented in the table below are data from 

2008 and the development is measured against the performance of 2007.  

Table 2.2 Geographical Segmentation 

DKK million Western Europe Eastern Europe Asia 

Revenue 37.128 19.137 3.555 

Change in revenue 35.3% 30.7% 40.1% 

Operating profit 3.953 4.109 511 

Change in operating profit 44.4% 46.0% 54.8% 

Operating margin 10.7% 21.5% 14.4% 

Change in operating margin 7.5% 11.8% 10.6% 

Source: Annual report 2007-2008 
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2.5.2.1 Western Europe 

The Western European market has traditionally been responsible for most of Carlsberg’s revenue. 

2008 has not been any different and the Western European market is responsible for 62% of the 

total revenue.  

This market is mature and it is hard for any player to gain market shares from organic growth. From 

the S&N transaction Carlsberg strengthened its position on the Greek market by acquiring the 

Mythos brand and on the French speaking markets by buying Brasseries Kronenbourg.  

2.5.2.2 Eastern Europe 

The markets in Eastern Europe have generated 32% of total revenue in 2008. From table 2.2 we see 

that the Eastern European market has shown huge growth potential. The fully acquired Baltika 

brand is performing very well especially in the Russian premium segment.  

2.5.2.3 Asia 

The Asian markets have generated 6% of Carlsberg’s total revenue in 2008. Even though the Asian 

markets have the smallest share of the three major segments of Carlsberg, the market has significant 

growth potential. Especially China, Cambodia, and Laos show decent growth figures. 

There is an increasing focus on the Indian market which is expected to become interesting for 

Carlsberg in the future. We have not been able to find specific financial targets for this segment but 

we know that Carlsberg wants to carry out a similar strategy as Carlsberg has done on the Eastern 

European market.  
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3.0 Strategic Analysis 

An important input for our valuation model is future growth in earnings of Carlsberg’s operations. 

In order to determine future growth, we will analyze the nature of the environment Carlsberg 

operates in. Furthermore, we will analyze the sector, with focus on the position of the company in 

relation to their competitors. Finally, we will analyze key competencies and strengths compared to 

the peer group.  

The macro environmental analysis will help us understand the external factors that have an impact 

on the company. These factors are important because they tell us about the threats and opportunities 

in the marketplace. 

The sector analysis will analyze the different regions Carlsberg is operating in and thereby 

determine the markets’ accessibility and attractiveness. We will use different frameworks to 

determine the future potential of Carlsberg’s product portfolio. 

The output from this section will be used in section 5.0 “Budget and Forecast” to derive the 

income statement and balance sheet.  
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3.1 Macro Environment 

The environment Carlsberg operates in is constantly changing. We will identify the key drivers of 

change on the three main markets and asses what kind of opportunities and threats Carlsberg faces. 

The analysis of the macro environment will be the starting point from which we will determine 

whether there is a strategic fit between the strategy Carlsberg has chosen and the trends and 

developments of the surrounding environment. 

Relevant key drivers are GDP and consumption per capita, movements in consumer preferences and 

governmental interference. Some of these changes will result in exploitable opportunities while 

others will constitute themselves as threats for Carlsberg.  

3.1.1 Western Europe 

Beer is a resilient but not immune product which is met by a steady demand from the consumers, 

somewhat unaffected by fluctuation in the state of the market.  

Figure 3.1 shows the consumer expenditures on beer, wine, and spirits as well as the development 

in GDP for this region. Figure 3.1 shows us that there is a stable development in consumer 

preferences in this region and consumer expenditures on beer is highly correlated to the 

development in GDP.  

Another interesting conclusion we draw from figure 3.1 is that the consumer preferences, hence, the 

distribution between the different alcoholic beverages demanded by the consumers has been stable 

during the period 2004-2008. This development substantiates our thesis that this distribution will 

not change significantly in the near future. 

Figure 3.5 shows beer consumption per capita for this region. The development in beer 

consumption per capita in Western Europe is obviously stagnating. 
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Figure 3.1 Growth in Alcohol Consumption for Western Europe 

 

Source: Euromonitor 

Because of the above mentioned reasons, this region does not have a huge organic growth measured 

by volume. Increased earnings in this region must come from products with higher profit margins or 

from acquisitions.  

Critical success factors in this region are: 

� A portfolio including popular premium products 

� A strong brand in order to defend market positions 

� The abilities to raise capital acquire and integrate businesses. 

Acquisitions cannot be seen as a method of unlimited growth. Appendix 1 explains the European 

Commission’s competition policies, which clearly state that it, will actively, if necessary, limit the 

market power gained by any company from acquisitions if that specific company gains too much 

market power from that acquisition. 
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Analysts have called the huge acquisition made by Carlsberg and Heineken in collaboration, the last 

large acquisition in the European brewery industry47. The European Commission did investigate the 

deal and accepted it. 

3.1.2 Eastern Europe 

The Eastern European market has shown strong macro economical key figures recently. Carlsberg 

has been present in this region since 200048 and strengthened its position here in 2008 by acquiring 

the remaining 50% stake of BBH.  

As can be seen from figure 3.2, the consumption of alcoholic beverages is correlated with the level 

of general consumption. We believe that future development in GDP in this region will be a good 

indicator of future development in beer consumption. 

Figure 3.2 Growth in Alcohol Consumption for Eastern Europe 

 

Source: Euromonitor 

Especially beer consumption has shown an impressive growth and has more than doubled over the 

illustrated period.  

                                                 
47 ”Gråzone når rivaler indgår alliancer”, Børsen, April 23th 2008 
48 In corporation with Orkla 

0

50

100

150

200

250

2004 2005 2006 2007 2008

%
-a

g
e

 g
ro

w
th

 2
0

0
3

 a
s 

b
a

se
 y

e
a

r

Eastern Europe

Consumer expenditure on 

spirits - US$ mn

Consumer expenditure on wine 

- US$ mn

Consumer expenditure on beer 

- US$ mn

Total GDP - US$ Mn



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 35 of 146 

 

The increased popularity of beer is, as mentioned in paragraph 2.4.2.2 “Eastern Europe”, partly 

driven by a cultural change.  The improved disposable income has made beer more appealing to the 

young middle class. Strong brand awareness towards this segment will be very important to obtain 

and maintain.  

This trend is obvious from figure 3.2, which shows that growth in “consumer expenditures on beer” 

has increased significantly more than both expenditures on wine and spirits.  

The beer market in this region seems to be saturating though, and as can be seen from figure 3.6, the 

growth in beer consumption per capita is stagnating. We believe that the market will develop to 

become similar to the Western European market and in near future, Carlsberg’s main objective will 

be to defend market positions.  

Since sales measured in volume is stagnating, further improvement in earnings must come from 

improving profit margins in this region. One mean to increase profit margins is to increase the sale 

of premium products, a trend that is already appearing on the Russian market.49 

Critical success factors in this region are: 

� Build up strong brand awareness to exploit new trends among consumers 

� To have strong presence in the premium segment to increase profit margins 

� Utilize experiences drawn from the Western European market to increase efficiency 

and profitability 

Carlsberg’s strong presence on the Russian market has made Carlsberg very exposed to 

developments in the Russian economy. The Russian market will generate 60% of Carlsberg’s 

turnover.50  

The Russian economy is heavily based on the commodity industry especially within the energy 

sector. The soaring prices on oil and gas have during recent years had a very positive impact on the 

Russian economy with increasing consumption as a natural consequence. 

                                                 
49 “Russisk nedtur presser Carlsbergs indtjening”, Børsen, October 6th 2008 
50 ”Russisk Carlsberg-chef gør klar til stormvejr”, Børsen, November 19th 2008 
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Prices on such commodities have dropped significantly during 2008 and the current global financial 

and economical crisis has significantly affected the Russian economy. The Ruble (RUB) has 

declined 24% against the USD since August 200851 

The economical crisis in Russia: 

“Industrial output sank the most in 10 years in November and unemployment rose to 6.6 

percent. An index of Russian service industries plummeted to a record low last month 

as consumers curbed spending, VTB Bank Europe said on Jan. 6. The number of Muscovites 

unemployed or underemployed doubled over the New Year’s holidays, Moscow Trade Union 

Federation Chief Mikhail Nagaytsev said today”
52
 

In the short run we expect decreasing growth figures for the Russian economy, hence a decreasing 

growth in both general – and beer consumption. 

3.1.3 Asian Market 

The most attractive market in Asia is the Chinese beer market. This market became the largest 

market in the world in 2002, measured by volume, and has held this position since. Another 

interesting emerging market in the region is the Indian market, which we expect Carlsberg to be 

focusing on in a more distant future53. 

 

 

 

 

 

  

                                                 
51 “Ruble Falls to 6-year Low; Russia Devalues 2nd Time in Two Days”, Bloomberg, January 12th 
52 “Ruble Falls to 6-year Low; Russia Devalues 2nd Time in Two Days”, Bloomberg, January 12th 
53 ”Carlsbergfond åbner kassen for offensiv”, børsen, February 19th 2009 
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Figure 3.3 Growth in Alcohol Consumption for Asia 

 

Source: Euromonitor 

As figure 3.3 shows, the positive development in GDP has not caused a proportional growth in beer 

consumption. Relatively low beer consumption per capita54 is common for this region (Japan and 

Korea excluded). 

We believe that the level of beer consumption per capita will increase in the emerging economies of 

Asia. We see large organic growth opportunities and possibilities to exploit latent markets.55 

Because of the macro economic situation in Asia, with relatively high GDP growth, Carlsberg 

should carry out an aggressive growth strategy in order to gain market shares and build up brand 

awareness.  

Because of low disposable income in the region, price sensitivity is higher in this region than in the 

other two. Mainstream beer, which generally generates lower profit margins, accounts for the 

largest share of total volume. Achieving and exploiting economies of scale is crucial to gain 

acceptable profit margins. 

  

                                                 
54 See figure 3.7 
55 Beer-World-Global-Presentation, Euromonitor International, November 6th 2007, slide 12 
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Critical success factors in this region are: 

� Build up market share and brand awareness before competitiveness makes this 

market unattractive 

� Gain large enough operations to achieve economies of scale 

� Setup large enough production capacity to exploit future increase in beer 

consumption 

The Asian economy and the Chinese in particular, are motored by export. This region faces 

economical challenges from two fronts. The surge in food and energy prices during the first 6 

months of 2008 limited the purchasing power of the Asian population. Furthermore, because of high 

economic growth level, hence relatively high inflation in the region, a tight monetary policy has 

strengthened the effect of the crisis.56  

Because of the above mentioned economical situation in Asia, we do not expect the positive 

development shown in figure 3.3 above to continue. Investments in the region should be accounted 

for as being riskier and payback periods longer than you should expect just 6 months ago. In 

general, volatility is greater in emerging economies.57 

3.2 Sector Analysis 

This sector analysis provides us with an understanding of the competitive forces acting on the 

different markets and between organizations in the beer industry. This will highlight the 

accessibility, attractiveness of the beer industry and the power of balance the stakeholders in 

between.  

As argued in methodology we have decided to use Michael E. Porter’s “five forces” to determine 

both the accessibility and attractiveness of the industry. Secondly we are going to define 

Carlsberg’s future growth opportunities with the use of PLC and BCG. Lastly we will perform a 

value chain analysis in order to verify Carlsberg’s key competences or lack of the same relative to 

the peer group. 

                                                 
56 Troubled Tigers, The Economist, January 19th 2009 
57 Klaus E. Meyer and Yen Thi Thu Tran “Market Penetration and Acquisition Strategies for Emerging Economies”, pp.    

    179 
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3.2.1 Porters Five Forces 

Porter has identified five competitive forces that shape every industry and every market. These 

forces determine the rivalry among existing firms and hence the profitability and attractiveness of 

an industry. According to Porter the rivalry among existing firms determines the potential for 

creating large profits by the firms in the industry58.  

Figure 3.4 Porter’s Five Forces 

 

Whether or not the potential profits are kept by the industry is determined by the relative bargaining 

power of the firms in the industry and their customers and suppliers, and we will discuss each of 

these drivers in more detail below. 

3.2.1.1 Threat of New Entrants 

When analyzing the barriers of entry we will include a deeper discussion on the following three 

barriers – economies of scale, capital requirement of entry and the access to distribution channels. 

Both the height of these barriers and the profit potential will determine how easy and attractive it is 

for a new company to enter the market.  

                                                 
58 Johnson et al. “Exploring Corporate Strategy”, 7th edition, Prentice Hall, 2006 
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The beer industry is controlled by differential oligopoly with few large brewers having a significant 

share59 of the market giving the leading breweries possibilities to exploit economies of scale in both 

production and distribution.  

The differential oligopoly implicates that consumers have preferences for certain brands even 

though the different variant of beer supplied on the market are somewhat homogeneous. This 

special preference from the individual consumer requires strong brand awareness on markets with 

this form of competition.  

Utilizing advantages from economies of scale is essential in Western Europe. Large production sites 

plus well established and highly efficient distribution network enables leading brewers to 

significantly reduce production costs and hereby gaining a competitive advantage.  

Micro breweries selling special beer have struggled recently since the market leaders produce and 

distribute their own special beer at a much lower price60; one example is Carlsberg’s special 

Jacobsen beer.61 

In Russia the small-sized brewers producing regional beer have been gradually losing market share 

as they are unable to compete against the international brewers.62 

On markets dominated by homogeneous products such as mainstream beer we have a higher degree 

of price sensitivity which favors the large breweries utilizing economies of scale. Ceteris paribus, 

such markets are less threatened by new entrants.  

This leads the analysis of new entrants on to the second point; capital requirement of entry.  

As argued in paragraph 3.1 “Macro Environment”, possibilities of organic growth on stagnating 

markets are scarce which leaves companies that intend to build up market positions on these 

markets to acquire already existing businesses.  

Capital requirement of entry on such markets are therefore very high. The process of entry is a very 

expensive and risky decision because the entering company has to successfully acquire and 

integrate a target company to gain a sustainable profit. 

                                                 
59 See Appendix 2 – Regional Market Data 
60 ”Mikrobryggeri ruster sig til hårde tider”, erhvervsbladet, May 30th 2007 
61 Jacobsen beer is one of Carlsberg’s premium products 
62 Annual report – 2008 Cycle; Russia, Canadian, 2008 
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Nevertheless, the beer industry is consolidating, as leading breweries look to emerging economies 

for future growth opportunities.63  

Even if a company successfully enters a market it faces severe cost in order to create brand 

awareness in order to attract consumers and build up market share. Beer is a fast-moving consumer 

good and it involves large advertising costs.64 

As stated in paragraph 2.4.3 “Products”, Carlsberg spends large amounts on marketing in order to 

strengthen Carlsberg’s status as a global premium brand. A large part of these spending is directed 

at sponsorships.  

The same is true for Heineken’s core brands, Heineken and Amstel. Heineken also spend a lot of 

money to withhold this awareness in the market, for example by sponsoring Champions League 

football.65 

Even with a portfolio of over 200 brands InBev still lacks a global premium brand. InBev’s largest 

brand, measured by volume is Skol. However, sales are concentrated in Brazil and have a low price 

point and cannot be considered a global brand66.  

These capital requirements are large obstacles for many companies because profits in the industry 

have to be large enough to cover spending on advertising and possible acquisitions. It is more 

attractive for a company to enter growth regions like Asia and Eastern Europe than a mature region 

like Western Europe. 

The third and last barrier we are going to discuss is the companies’ access to distribution channels. 

These distribution channels can be divided into off- and on-trade.  

The on-trade sector is characterized by long-term contracts which favor popular or special products 

that meet consumer preferences of the particular venue.  This offers opportunities for small micro 

breweries. 

  

                                                 
63 “Why consolidation storm is brewing in beer industry”, The Wall Street Journal, October 19th 2007 
64 Benedict et al. “Marketing strategies for fast-moving consumer goods”, Financial Times, February 5th 2009 
65 www.heinekeninternational.com 
66 InBev – Beer – World; Brand strategy, Euromonitor, September 18th 2008 
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The off-trade segment often involves wholesalers that prefer brands that sell in large volume. This 

fact makes it difficult for small breweries to use wholesalers which limit their access to attractive 

distribution agreements.67 

On the Russian market Carlsberg has vertically integrated supply and distribution channels through 

its ownership of BBH. In 2006 BBH incorporated Baltika along with other breweries: Yarpivo, 

Vena and Pikra in one holding company, creating an integrated wholesale distribution network for 

all brands.68 

3.2.1.2 Bargaining Power of Buyers 

When analyzing bargaining power of buyers we will include a deeper discussion on the following 

two barriers – price sensitivity and relative bargaining power. Price sensitivity determines the extent 

to which buyers care to bargain on price. Relative bargaining power determines the extent to which 

they will succeed in forcing the price down.  

The mainstream products are much uniformed and hence relatively price sensitive because the 

customer has little preference between the different brands except for the price. Within the premium 

& special beer segment preferences are different.  

Consumers who prefer the premium segment value attributes like quality/taste of this kind of beer 

and the image of the brand making this selection less price sensitive.  

When analyzing the relative bargaining power of the buyers it is important once again to distinguish 

between the off-trade and on-trade segment.  

The bargaining power of the on-trade segment is relatively small due to the size of the buyers and 

thereby the size of their purchase. Their bargaining power is inversely proportional with their 

number meaning; if it is easy and costless for Carlsberg to change an existing customer they will 

have no bargaining power. This is the case on the on-trade segment. 

The bargaining power of the off-trade segment has changed over the last couple of years as the 

consolidation of supermarkets has increased. They gain more bargaining power due to their size 

making them able to bargain volume discount.  

                                                 
67 Prospekt, Carlsberg A/S, May 15th 2008, pp. 36 
68 Prospekt, Carlsberg A/S, May 15th 2008, pp. 414 
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In many countries these large supermarkets has the same owner69 who purchases the goods and 

distribute it to the supermarkets. This results in a great bargaining power of the off-trade segment70. 

The result of this domination by the supermarkets is negatively affecting margins and hereby the 

attractiveness of the industry.  

Carlsberg does not face a high degree of bargaining power from the buyers. No single customers 

make up more than 5% of the total net turnover of the Carlsberg Group and the largest five 

customers contribute with less than 15% of the total net turnover.71 

3.2.1.3 Bargaining Power of Suppliers 

We will only analyze one barrier – relative bargaining power. Relative bargaining power of 

suppliers determines to which extent the company is dependent on a single supplier or not.  

Carlsberg’s policy72 is to have more than one supplier of raw materials and packaging to its 

production units around the world. This of course, limits the power of the suppliers.  

A company like Rexam Beverage Can Europe Limited provides packaging solutions to Anheuser-

Busch, Heineken, InBev, SABMiller and Carlsberg.  

Even though this company has a strong market position, co-dependency exists between Rexam and 

the breweries. The breweries account for 56% of Rexam’s sales.73 We therefore conclude that 

Rexam has a little bargaining power but a mutual dependency relation exists.    

Most raw materials are traded at market prices and have many national and international suppliers 

giving them little or no bargaining power. 

Additionally, Carlsberg has, in Western Europe and Eastern Europe excluding BBH, introduced a 

central purchase structure to increase their bargaining power towards the suppliers. This is a part of 

the Excellence program as we mentioned in paragraph 2.4.1. “Excellence Programme”  

A large part of the raw materials in Asia and BBH are purchased from small local or regional 

suppliers. 

                                                 
69 Coop and Danish Supermarket in Denmark, Wal-Mart in USA, Tesco in UK etc. 
70 Carlsberg – beer – world; prospects for Carlsberg in beer, Euromonitor, September 18th 2008 
71 Prospekt, Carlsberg A/S, May 15th 2008, pp 67 
72 Annual report 2007, Carlsberg, pp 57 
73 www.rexam.com 
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3.2.1.4 Threat of Substitute Products 

We will only analyze one driver – product for product substitution. Consumers have a wide range of 

substitutes to beer such as wine, “Ready to drinks” (RTD in the following), cider, and spirits. They 

are all alcoholic beverages that are enjoyed in similar social occasions.  

Appendix 3 is included to show trends in consumption patterns on the three regions. The trends are 

indicated by growth in relative figures which result in some large figures for products with a low 

starting point.   

Wine is generally perceived as a luxury product and the core wine user is the 45-to-54-year-olds74. 

That group has the highest income and hence the highest spending pattern. Consequently, both 

demographic and macro economical factors influence the demand for wine. From appendix 3 we 

see that growth in wine consumption does not constitute a serious threat to beer consumption on 

either of Carlsberg’s main regions. 

RTDs are pre-mixed alcoholic beverages that are often very sweet and typically directed at the 

young novice- and female drinkers.75 RTDs were introduced in the late 90’s and have been 

criticized for luring youngsters to consume alcohol. 

In appendix 3 we see that RTDs are actually growing in markets size by volume on the Western 

European market, while RTDs are showing more mixed figures in Eastern Europe and Asia. RTDs 

do not seem to be a serious threat to beer consumption in neither of the regions.  

Cider is fruit based alcoholic drinks with alcohol levels close to those of beers’. Cultural issues are 

the primary factors the cause consumers to prefer cider to beer. Appendix 3 shows that cider 

consumption is growing significantly in Western and Eastern Europe. It must be taken into account 

that the point of reference is relatively low, so the growth figures shown in appendix 3 represents 

moderate absolute figures.  

                                                 
74 “Demographic and Macroeconomic Factors Fueling Increased Wine Consumption”, Koerber, Kristine, Wine                     

     Business Monthly, May 2000 
75  Sales of Ready-to-Drink (RTD) Spirits, Such as Smirnoff Ice and Bacardi Breezer, Are Currently Declining in the  

     UK After a 5 Year Boom Period, Business wire, December 2005 
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As seen in appendix 4 & 5, spirits are the preferred alcoholic beverage in Eastern Europe and Asia, 

when measured on consumer expenditures. Again, cultural inheritance is the primary factor – a 

situation that could change if those regions become more westernized in the future. 

From appendix 3 we learn that the market for spirits has shown negative growth figures in the 

analyzed period. We believe that beer is becoming a popular substitute for spirits in some regions 

and we expect this tendency to continue in the future. In Western Europe, we observe no significant 

changes in consumption patterns. In Eastern Europe and Asia growth in beer volume is 

outperforming growth in spirits. 

3.2.1.5 Rivalry among Existing Firms 

When analyzing rivalry among existing firms we will include a deeper discussion on the following 

three drivers – concentration of competitors, industry growth rate and, exit barriers.  

The industry growth rate influences the degree of rivalry between existing firms on the market. If 

the market is growing the firms do not have to battle over market share as they would on a stagnant 

market.  

Exit barriers indicate how costly it is to stop its production and leave the industry.  

We define the concentration rate between competitors by CR4. This rate indicates the percentage of 

market share held by the four largest firms in the region.  

Due to the fact that the rivalry among existing firms differs widely between the three regions we 

have decided to analyze each of the regions individually.  

Western Europe 

In 2007 the CR4 rate was 43%, equal to the combined market share between Carlsberg, Heineken, 

InBev and Oetker-group. The remaining 57% of the market share is held by many local firms, all 

with an individual market share below 5%.76 

This tells us that the consolidation in the industry is high which leads to an increased intensity of 

competition. A CR4 rate above 40 is categorized as oligopoly and it is monopolistic competition 

when it is below 40.77  

                                                 
76 Appendix 2 - Regional Market Data 
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As mentioned in paragraph 2.4.2.1 “Western Europe” the industry growth is characterized by a 

stagnant level of consumption and for some countries even declining. This indicates that the 

breweries have to battle over market share to increase their turnover.  

In the Nordic region Carlsberg competes typically with local players and local brands, while in 

countries like the UK and Germany Carlsberg faces competition from international brewers and 

international brands.78  

These markets being mature already have high levels of beer consumption per capita and 

consumption is generally stable or falling.  

Figure 3.5 – Off Trade 2003-2008, Liters of Beer Consumption per Capita in Western Europe 

 

Source: Euromonitor 

If a company is over dependent of such a mature market it faces a competitive disadvantage. 

Growth in turnover and profitability from such markets will not, beyond a certain point, be possible 

in the long run. 

  

                                                                                                                                                                  
77 Economicexpert.com 
78 Datamonitor, company profil, Carlsberg A/S, June 2007 
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Carlsberg has to focus on improving margins on this stagnating market and has done so by closing 

down supporting breweries in Great Britain, France, and Germany. A plan of closing down 12 

breweries has been made; all a result of the Excellence Programme mentioned in paragraph 2.4.1 

“Excellence Programme”.79 

The last driver we are going to discuss is exit barriers. The brewery industry is characterized by a 

special and very expensive production facility which cannot be applied in other industries. This 

means that it is costly to close down the production if a company wants to exit the industry.  

Due to these high exit costs some companies might continue production even though the profit is 

close to zero and hereby contribute to the level of competition. 

To sum up; the rivalry in the Western European region is high, due to a high market concentration, 

stagnant or even declining industry growth which negatively affect operating margins of the players 

in the region.  

Eastern Europe 

In 2007 the concentration rate CR4 where 73%,80 equal to the combined market share between 

Carlsberg, Heineken, InBev and SAB-Miller. The consolidation in this region is even higher than 

Western Europe but this does not result in a higher intensity of competition due to a higher industry 

growth. 

As mentioned in paragraph 2.4.2.2 “Eastern Europe” the industry growth is characterized by a 

growing market with an increase of 4.6% over the next five years. All countries in figure 3.6 except 

for Czech Republic have a growing consumption of beer per capita.  

The industry growth indicates that the rivalry among existing firms is lower than Western Europe 

because they don’t have to capture market share from each other to grow.  

  

                                                 
79 ”Kapløb med tiden for at nedbringe gæld”, Børsen, November 6th 2008 
80 Appendix 2 – Regional Market Data 
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Figure 3.6 – Off Trade 2003-2008, Liters of Beer Consumption per Capita in Eastern Europe 

 

Source: Euromonitor 

Due to the financial crises the market growth is reduced to 1-2% in the short run.81 This forces the 

companies to focus on margin improvement. This has been a part of Carlsberg’s strategy since the 

implementation of the Excellence Programme.  

As mentioned earlier in paragraph 2.4.2.2 “Eastern Europe” the largest driver in the Eastern 

European region is Russia. In Russia Carlsberg faces competition from international brewers and 

international brands. These markets are not mature as in Western Europe but pretty close as we can 

see in figure 3.3.82   

The exit barriers are the same as in Western Europe.  

The rivalry in the Eastern European region is medium. We see a high concentration of market 

power that is offset by a growing industry. The growing industry is, however, reduced in the short 

run by the financial crisis. The players in this region will have to defend their market share as the 

players in the Western European market. 

  

                                                 
81 ”Rusland og gæld styrer Carlsbergs aktie”, Børsen, November 3rd  2008 
82 Beer – Russia; Prospects of Russia, Euromonitor, May 21st 2008 
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Asia 

In 2007 the concentration rate CR4 where 35%,83 equal to the combined market share between 

China Resources Enterprises, Tsingtao, InBev and Beijing Yanjing. The level of consolidation 

within this region is moderate because it is still a young market with many local players. The 

industry consolidation is consolidating and the leading global brewers are acquiring major stakes in 

regional companies. 

As mentioned in paragraph 2.4.2.3 “Asia” the region is characterized by growth. The region is a 

mix of both emerging and mature markets. Volume sales of beer in Asia are expected to grow at a 

CAGR of 5% over the period 2007 – 2012. China will account for the majority of absolute volume 

growth, at 82%.84  

The beer consumption per capita is characterized in figure 3.7 as low but rapidly growing. This is 

due to strong economic growth along with a shift in consumption patterns away from spirits in 

favor of beer.85   

Figure 3.7 – Off Trade 2003-2008, Liters of Beer Consumption per Capita in Asia 

 

Source: Euromonitor 

  

                                                 
83 Appendix 2 – Regional Market Data  
84 Carlsberg – beer – world; Prospects for Carlsberg in beer, Euromonitor, September 18th 2008 
85 As stated in appendix 3 – Substitute Products 
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As mentioned in paragraph 3.1.3 “Asian Market”, China is the world’s largest beer market 

measured on absolute volume with a great future potential. The concentration rate of 48.4%86 is 

much higher compared to the rest of the region. Carlsberg’s focus has primarily been on the 

Western part of China while the larger markets are in the Eastern part. 

This indicates that the rivalry among existing firms is lower than Europe because they do not have 

to capture market share from each other to grow.  

The exit barriers are the same as in Europe.  

The rivalry in Asia is low to medium when we are looking at the whole region, due to a low to 

medium concentration and growing industry. When we look at the Chinese market the rivalry is 

increased to medium, due to a higher concentration and an even faster growing market. 

Unfortunately most of the growth is expected to be in the Eastern part of China and not the Western 

part where Carlsberg is present.87  

3.2.2 Competitor Analysis 

At this point we know what environment Carlsberg operates in and how the competitive forces 

work on the different markets in the beer industry. Next we need to know more about the 

competitors.  We need to understand the competitors past, present and most importantly their future 

strategies. By gaining this knowledge we learn what competitive advantages and disadvantages are 

unique for Carlsberg. 

3.2.2.1 Efficiency Programmes 

These programmes are established to create a standard way to operate all breweries, continuously 

improving performance and rapidly sharing best practices.  

In 2006, Heineken implemented a three-year Fit2Fight cost-saving programme, aiming to save €450 

million before taxes from the fixed cost base over the period 2006-2008.  

Fit2Fight and outsourcing of activities are expected to lead to a further increase in efficiency, 

thereby enabling the company to better compete on the world beer market.88 

                                                 
86 Appendix 2 – Regional Market Data 
87 ”Carlsberg hægtet af nye opkøb i Asien”, Børsen, January 29th 2009 
88 Annual report, Heineken N.V, 2007 
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One of InBev’s main cost-cutting vehicles at present is the Vogayer Plant Optimisation (VPO) 

scheme, aimed at achieving greater efficiency in its brewery operations and to generate cost 

savings.  

The scheme was rolled-out globally in 2006. The other major cost-efficiency programme is Zero-

Based Budgeting (ZBB), targeting savings from its fixed costs base. It was put into operation in the 

global headquarter in mid 2005.89  

3.2.2.2 Marketing 

Heineken launched its new advertising campaign in 2006 for the Heineken brand and the UEFA 

Champions League partnership, which establishes the new theme “Enjoyed together around the 

world”. This brand campaign has helped it to target sports lovers. Heineken also had sponsor 

agreements with Rugby World Cup 90  

InBev has maintained a high profile by aggressive marketing strategies, in particular targeting the 

core young male adult consumer group through sponsorship of arts, music and sports. Some of the 

sponsorship agreements are Scottish national team of football, Palermo Polo open Championship, 

Golden Globes Awards in LA and Film Festival of Cannes.91  

3.2.2.3 Geographical Segments 

We need to know how strong the peer group is present in the three regions compared to Carlsberg. 

We gain this knowledge by comparing Carlsberg’s market share and assets relative to the peer 

group. This is important for us in order to understand the competitor’s future strategies. 

The data market share of Carlsberg and Heineken are as if the acquisition was a reality in 2004. The 

same is true for the merger between Anheuser-Busch and InBev. 

  

                                                 
89 Annual report, InBev, 2006 
90 Heineken N.V In-depth Company Analysis, Datamonitor, September 2007, pp 12 
91 InBev.com 
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Figure 3.8 Company Market Share in the Period 2004-2007 for Western Europe 

 

Source: Own creation, data from Euromonitor 

Data from Western Europe shows that Heineken is twice as large as Carlsberg and InBev compared 

on market share.  

Figure 3.9 Company Market Share in the Period 2004-2007 for Eastern Europe 

 

Source: Own creation, data from Euromonitor 

Due to the ownership of BBH, Carlsberg shows an increasing market share in Eastern Europe. The 

data on market share are as if the acquisition was a reality in 2004.  
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Heineken are increasing investments in this region by acquisitions of Sobol Beer in 2004, and a 

series of acquisition in Russia in 2005 including; Patra Brewery, Baikal Beer Company, Stepan 

Razin and Ivan Taranov.92
 

Figure 3.10 Company Market Share in the Period 2004-2007 for Asia 

 

Source: Own creation, data from Euromonitor 

The largest difference in market share between the three companies is in Asia. Here InBev is 

strongly present with a market share 9-10 times the one of Carlsberg and Heineken. InBev entered 

the Chinese market in 1994.  

Between 2004 and 2005 Inbev made heavy investments in the Eastern coastal province of Zhejiang 

by acquiring local brewers. In 2006 they acquired Sedrin Brewery, the largest brewer in the Fujian 

province – south of the Zhejiang province. 93 

  

                                                 
92 “Heineken N.V, In-depth Company Analysis”, Datamonitor, September 2007, pp 11-12 
93 “InBev in-depth Company Analysis”, Datamonitor, September 2007, pp 9 
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3.2.2.4 Comparing Carlsberg to the Peer Group 

Heineken, InBev and Carlsberg are very similar when we compared their overall strategy. They 

have all implemented efficiency programmes to create uniform ways to operate their breweries.  

Their marketing strategy is targeting the same group of customers with a special focus on art, music 

and sports.  

The large difference is visible when we compare their geographical segmentation. We have limited 

our analysis to include the same three regions as the rest of the analysis, Western Europe, Eastern 

Europe and Asia. It means that we have to ignore 26% of Heineken’s revenue94 and 53% of InBev’s 

revenue95 that are located outside these regions.  

3.2.3 PLC 

We are now going to analyze the origin of Carlsberg’s revenue. We use the PLC framework96 but 

have made a small adjustment. Instead of analyzing the life cycles of Carlsberg’s product portfolio 

we analyze the market life cycles.  

Best case is a situation, where large cash flows from stabile markets, gives a company resources to 

invest in upcoming markets - this will ensure continuous growth. This section and the following 

BCG matrix, investigates the state of Carlsberg’s global market position and compares it to best 

case.   

From paragraph 3.2.1 “Porters Five Forces” we learned that the Western European beer market is 

known as highly concentrated with a stagnant or declining industry growth and challenged margins. 

These specific features tell us that this region can easily be compared to a market at a mature stage. 

Eastern Europe is known as a growing market with increasing sales as argued earlier in paragraph 

3.2.1.5 “Rivalry among Existing Firms”. Carlsberg has invested a lot of money to be well 

represented in this region. Market growth and increasing investments in the region are 

characteristics for a market in the stage of growth. 

                                                 
94 Annual report 2007, Heineken N.V, pp 90 
95 Annual report 2006, InBev, pp 76 
96 For further detail see appendix 6 – PLC framework 
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Asia is a new market to the international breweries that first started to expand in this region in 

1990s.97 Many of the international breweries like Carlsberg are convinced that this region has a 

huge growth potential in the future. 98 We define this market as being in the introduction stage.  

Next we are going to include net revenue and total assets from the annual reports to verify our 

prediction on the three regions.   

Table 3.1 Net Revenue of Carlsberg, million DKK 

DKK million 2005 2006 2007 2008 2005-2008 

Western Europe 26.257 27.221 27.394 37.128 41% 

Eastern Europe 9.912 11.435 14.640 19.137 93% 

Asia 1.625 2.298 2.535 3.555 119% 

Source: own creation with data from Carlsberg’s annual report 2008 

Table 3.2 Total Assets of Carlsberg, million DKK 

DKK million 2005 2006 2007 2008 2005-2008 

Western Europe 25.519 24.795 24.809 45.421 78% 

Eastern Europe 12.637 13.512 15.615 72.153 471% 

Asia 5.697 3.466 4.005 6.803 19% 

Source: own creation with data from Carlsberg’s annual report 2008 

From table 3.1 it is true to state that the Western European region is at a mature stage of the life 

cycles. The size and small increase in the net revenue is typical for a mature market along with a 

decrease in total assets from table 3.2.This development is obvious in the period 2005-07 and the 

growth we observe in 2008 comes from the acquired activities from the S&N deal.99 

Carlsberg has almost doubled the net revenue from Eastern Europe between 2005 and 2008. In 2008 

the net revenue from Eastern Europe was at 19.137 an increase of 31% compared to 2007. This 

indicates that Carlsberg is investing a lot of money into this market to get a full exploitation of the 

growth opportunities. This is also visible in table 3.2 where the assets of Carlsberg increased by 

362% over the last year. 

                                                 
97 “When Beer Empires Collide”, Business week, May 29th 2006 
98 ”Carlsberg hægtet af nye opkøb i Asien”, Børsen, January 29th 2009 
99 Q3 Report, Carlsberg, 2008 
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Carlsberg’s cash flows from Asia, is primarily originated in China. The increase in net revenue 

measured by absolute figures is not big enough to be categorized as a growth market. Carlsberg’s 

presence in China is in the Western part of the country which is not experiencing the same growth 

figures as in the Eastern part.  

The difference between BBH and Asia is especially easy to spot in table 3.2 where we take 

investments into account. The investments for Asia are increasing at a lower level than at the 

growth market. This is a typical sign of a market at an introduction stage. 

3.2.4 BCG Growth-Share Matrix 

From the above PLC analysis we define the states of Carlsberg’s main markets. Next, we will take 

Carlsberg’s market share on these markets into consideration in order to define Carlsberg’s position 

on the market relative to the peer group.  

Our purpose for using the BCG matrix is to identify future growth opportunities. Furthermore, we 

investigate if Carlsberg manages to act on those opportunities hence achieving best case where 

investments on growth markets are funded by cash cows.100 

When applying the BCG matrix, a company’s operations must be separated into strategic business 

units (in the following SBU).101 A strategic business unit is a part of an organization for which there 

is a distinct external market for goods or services that is different from another SBU. 

It is very important that all customers within each SBU are similar. Different parts of an 

organization should only be regarded as the same SBU if they are targeting the same customer 

types, through the same sorts of channels and facing similar competitors102. 

In a perfect world, we would treat every brand of Carlsberg and the peer group as individual SBUs. 

This is not within the scope of this project so in interest of limiting the space used by this analysis; 

we have decided to employ different groupings. 

  

                                                 
100 Appendix 7 – BCG theory 
101 For further insight regarding the use of BCG, look at appendix 7 – BCG theory 
102 Johnson et al. “Exploring Corporate Strategy”, 7th edition, Prentice Hall, 2006 
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We have grouped the 6 biggest brands of Carlsberg and peer group, and also made a distinction 

between the three regions. We will now look at the characteristics of the SBUs in each region and 

evaluate Carlsberg’s position compared to the peer group. Finally, our findings will serve as a 

starting point for an estimate for future growth potential.  

Western Europe 

First we are going to define the SBU in the Western European region. We believe it is acceptable to 

assume that every country in this region is generally influenced by homogeneous consumer 

preferences. These preferences are targeted similarly by the players on the market and this argues 

for a general view on the region as one whole market.  

In order to categorize these SBUs in the BCG matrix illustrating the conditions on the Western 

European market we look at market growth. As mentioned in paragraph 3.2.1.5 “Rivalry among 

Existing Firms” this market is showing low, and in some countries even negative, growth figures.  

Due to Carlsberg’s relatively high market share in this region, Carlsberg should be able to maintain 

unit costs below smaller players. This relatively high market share gives Carlsberg a competitive 

advantage which according to the first assumption in appendix 7 will result in relatively higher 

profit margins. 

Based upon these market conditions we have decided to categorize the SBU as a cash cow. 

Eastern Europe 

The Eastern European market is in Carlsberg’s case, dominated by Russia who is responsible for 

82% of regional sales volumes and 85% of net revenue103. This argues that the customers are 

relatively alike in this region due to the large fraction in the Russian market.   

In order to categorize this region as a SBU in the BCG matrix, we first have to define the market 

conditions.  

In our PLC-analysis we have categorized this region as a growth market. According to the second 

assumption104 a growing market requires investment in assets to increase capacity and therefore 

results in the consumption of cash. 

                                                 
103Annual report, Carlsberg, 2008 
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Due to Carlsberg’s relatively high market share Carlsberg should be able to maintain unit costs 

below smaller players.  

This relatively high market share gives Carlsberg a competitive advantage which according to the 

first assumption in appendix 7 will result in an increase in profit margins.  

Based upon these market conditions we have decided to categorize these SBUs as a star. 

Asia 

This region is not as homogenous as the above mentioned, and if we were to apply the BCG matrix 

as it originally was intended we would have to create several SBU’s.  

However, our main purpose for the use of the BCG matrix is to highlight the trends on the markets 

of the region. We also want to analyze Carlsberg’s position in this region and compare to the ones 

of the peer group.  

The markets in this region consist of mature markets such as; Malaysia, Hong Kong, Japan and 

Singapore together with emerging markets; China, Vietnam, Philippines, Cambodia, Laos, South 

Asia and India.   

The important products of the Carlsberg portfolio in this region are the local brands and the global 

Carlsberg brand.105  

Before we are able to categorize the SBUs in the BCG matrix in the Asian region we first have to 

define the market conditions.  

The emerging markets are characterized by high growth. Carlsberg needs to build up market 

positions, which requires investments that result in the consumption of cash. 

A low relative market share on the emerging markets does not give Carlsberg any low-cost based 

competitive advantage. It will only result in a low generation of profits. 

In the region’s more mature markets, conditions and challenges are very similar to those in the 

Western European markets.  

                                                                                                                                                                  
104 Appendix 7 – BCG Theory 
105 See appendix 9 - Relative Market Share of Carlsberg and its Peer Group 
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The focus is value growth through innovations, Excellence Programmes and developing the product 

portfolios with a particular focus on the Carlsberg brand106, and the growth is like the Western 

European market, declining. 

Based upon these market conditions we have decided to categorize the region as a question mark 

(the mature markets excluded).   

3.2.4.1 Carlsberg and the Peer Group 

Appendix 9 shows the relative market position of Carlsberg and the peer group in 2004 – 2007. The 

appendix substantiates what we concluded above and it shows how Carlsberg’s closest competitors 

have acted on the markets.  

Unfortunately we have not been able to get the figures from 2008 but we have included BBH’s 

market shares in Carlsberg’s portfolio and Anheuser-Bush’s in InBev’s. 

In Western Europe Carlsberg is strongly represented, but is losing relative market share. This is the 

general tendency in this region. However, the market seems relatively stable and we do not expect 

any large future possibilities in this region and therefore steady cash flows in future. 

The Eastern European market is characterized by a significantly larger growth and Carlsberg is, 

again, well represented with a number of brands above 50% relative market share. Especially the 

Baltika 7 and Tuborg brands have developed positively during the period.  

In this region, Carlsberg outperforms both Heineken and InBev and we expect this tendency to 

continue in future. 

The Asian beer market is characterized by many local players, which is clearly shown in appendix 

9.  

Especially the market leading brand “Snow” has performed well and both Carlsberg’s and the peer 

group’s brands are losing relative market shares. From appendix 9 we see that InBev holds a very 

strong position in this region compared to Carlsberg and Heineken.  

                                                 
106 Annual report, Carlsberg, 2007,  
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The strong foothold of InBev in this region, and especially on the Chinese market is a big challenge 

for Carlsberg and we believe that Carlsberg must either strengthen its position here or liquidate the 

positions on the Chinese market and seek elsewhere in Asia.   

3.3 Internal Analysis 

Our main purpose with the internal analysis is to define the strengths and weaknesses of Carlsberg. 

This is important for us in order to see if there is a strategic fit between Carlsberg’s strategic 

capabilities and the nature of Carlsberg’s main markets. Lastly, we will conclude if Carlsberg 

possesses any competitive advantages over the peer group. 

3.3.1 Value Chain Analysis 

The Value Chain analysis by Michael E. Porter identifies the activities within and around an 

organization which together create a product or service. The framework helps us to understand how 

value is created or lost in terms of the activities undertaken by Carlsberg.107 

Our analysis entails a thorough examination of how primary activities108 contribute towards adding 

value in Carlsberg and how this may differ from our peer group.  

The framework also shows that the value chain of a company may be useful in identifying 

competitive strengths and core competencies in the beer industry. 

3.3.4.1 Inbound Logistics 

Carlsberg procures its raw materials in different ways among the three regions, Eastern Europe, 

Western Europe and Asia. Western and Eastern Europe purchases and packs the raw materials from 

a central department.  

In Western Europe the purchasing is mainly done from large national and international suppliers. In 

Eastern Europe and Asia Carlsberg uses small local or regional suppliers.   

In order to increase value creation, Carlsberg has implemented the Excellence Programmes. A part 

of the overall Excellence Programme is the procurement program.  

                                                 
107 Johnson et al. “Exploring Corporate Strategy”, 7th edition, Prentice Hall, 2006 
108 Appendix 10 – Value Chain, model 
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The purpose of this program is to focus on reducing the number of suppliers in order to develop a 

closer strategic collaboration with better control, lower prices and a better service as a result.109  

3.3.4.2 Operations 

Cost efficiency has been in focus recently why Carlsberg also has an Excellence Programme under 

operations. This program is aimed to create a highly efficient European production network 

consisting of selected breweries with a high standard of production.110  

One example of this is the closure of the Valby brewery. The Valby brewery has been replaced by a 

state of the art brewery in Fredericia which has been modernized for DKK 800 million in 2008.111  

3.3.4.3 Outbound Logistics 

Distributions at Carlsberg are fitted to the pattern of consumption, marked structure and presence of 

external wholesalers among other things. In China the distribution strategy tends to be joint 

ventures where Western Europe tends to be absolute.  

Logistic Excellence Programme is implemented to increase efficiency and cost reduction in the 

processes of outbound logistics.  

3.3.4.4 Marketing and Sales 

As mentioned in paragraph 2.4.3.1 “Carlsberg” and 2.4.3.2 “Tuborg” Carlsberg builds brand 

awareness by sponsoring different sport events, live music concerts and music-festivals.  

Commercial excellence is optimizing sales and marketing with the purpose to maximize the value 

of Carlsberg’s brand and product portfolio.  

3.3.2 Value Chain Analysis Based on Cost Allocation 

We include this analysis to compare the cost distribution of Carlsberg with the ones of the peer 

group. We learned from paragraph 3.2.2.1 “Efficiency Programmes” that all the companies in the 

peer group have implemented programs aimed to increase efficiency and profitability.  

  

                                                 
109 Prospekt, Carlsberg A/S, May 15th 2008, pp. 67-68 
110 Prospekt, Carlsberg A/S, May 15th 2008, pp. 67+105 
111 “Carlsberg samler produktionen i Fredericia”, Business.dk, February 21th 2006  
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The exact extent and effect of those programs is hard to asses, but we will conduct this analysis to 

determine which company carries out best practice in terms of cost allocation. The cost-revenue 

relation is also very interesting – this will be an item for analysis later in section 4.0 “Financial 

Analysis”. 

We define best practice as relative, both relative to revenue and compared to competitors, low costs 

allocated in operations and distribution. Low costs in these two areas will release resources for sales 

& marketing which is important in the beer industry.  

Appendix 11 & 12112 shows the allocation of costs of Carlsberg and the peer group. The different 

posts shown are relative to total costs and we will evaluate the level and the trend within the 

companies and compare them.  

Because of differences in accounting policies, we cannot be as specific for the cost structure of 

InBev, but we are specific enough to draw well substantiated conclusions. 

3.3.2.1 Cost of Goods Sold 

From appendix 11 & 12 we learn that cost of goods sold by industry standard takes up 

approximately 55-60% of total costs.  

We assume that salaries are approximately evenly distributed so we add approximately 7% to 

Heineken’s case. Carlsberg allocates fewest costs, relative to the peer group, in this area.  

3.3.2.2 Distribution 

The industry standard is more difficult to determine in this case. In Carlsberg’s and InBev’s case, 

distribution takes up about 15-20% with the highest level most recently.  

Heineken manages to have significantly lower distribution costs. As we can see from Carlsberg’s 

figures, when adapted to Heineken’s accounting policy, staff costs only accounts for approximately 

5% in this category. Best practice in the industry is carried out by Heineken.  

  

                                                 
112 Because of different accounting policies Carlsberg’s costs are shown both with and without salaries included for  

     each category - we assume that relative share of salaries in the respectively categories are industry standard. 
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3.3.2.3 Sales & Marketing 

The more cost-efficient the companies in our peer group manage to be in the two above mentioned 

categories, the more resources can be allocated to promoting brands. Carlsberg and Heineken both 

place approximately 25-27% of total costs in sales and marketing. InBev spends fewer resources in 

this area, primarily because of a lesser cost-efficient production. 

  



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 64 of 146 

 

3.4 SWOT Analysis 

We now summarize our results from the strategic analysis in the SWOT-analysis below. The points 

we mention are primarily points where Carlsberg has a relative advantage or disadvantage compare 

to its main competitors.  

Strength 

Carlsberg has a strong and easy access to distribution channels on the Russian market. In paragraph 

3.2.1.1 “Threat of New Entrants” we analyzed Carlsberg’s access to its distribution channels.  

Carlsberg has vertically integrated supply and distribution channels through its ownership of BBH. 

This is important because Carlsberg is able to sell at lower prices or gain a higher profit compared 

to competitors. Both advantages are used to keep new entrants away from entering the market. 

From figure 3.9 we can see that Carlsberg’s presence on the Eastern European market is very 

strong. Carlsberg has increased its leading market position over the last couple of years. The 

complete ownership of BBH in 2008 accelerated their position as the no. 1 brewer on the Eastern 

European market.    

The Western European market is providing Carlsberg with a solid cash flow because of a strong 

product portfolio with high relative market share.  

This region is as mentioned in paragraph 3.2.3 “PLC” the cash cow and cash provider e.g. to 

finance investments in Eastern Europe and Asia. This is a strong and very important strength in a 

consolidation industry like the beer industry.  
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Weakness 

We believe that Carlsberg is over dependent of Western Europe due to the fact that 62%113 of their 

revenue in 2008 comes from this region.  

As we can see in figure 3.5 the Western European consumption per capita is declining which might 

result in a declining turnover and profitability in the near future.  

Carlsberg is present in the Western part of China which until now has not realized the same market 

growth as the Eastern part.  

This is a weakness for Carlsberg because the peer group is located in the Eastern part of China. In 

appendix 8 we can see that Carlsberg’s product portfolio in Asia has a low relative market share 

compared to the peer group.  

This indicates that Carlsberg has to increase investments in this region in order to increase market 

share.  

Opportunities 

The Eastern European market has shown great growth in beer consumption in recent years. 

Carlsberg has increased its market shares on these markets significantly recently.  

Increasing profit margins will be a key driver for growth here, and we believe that Carlsberg can 

draw upon experiences from the Western European market by applying the Excellence Programmes 

in this region.  

Shifts in consumer preferences can also increase profit margins in the region. We believe that 

Carlsberg’s strategic capabilities match the critical success factors on the Eastern European market 

and we see a growth potential in earnings from this region. 

The Asian market, and the Chinese in specific, has shown attractive growth figures lately. As we 

argued in paragraph 3.1.3 “Asian Market”, the Chinese market is the biggest in the world and the 

market holds a great growth potential since beer consumption per capita still is relatively low.  

  

                                                 
113 Annual report, Carlsberg, 2008 
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Carlsberg is primarily present in the Western part of China and we see an opportunity for Carlsberg 

to strengthen its position here by acquisition of smaller players. The consumers in China are 

relatively price sensitive so efficiency in production and distribution is important. This can be 

achieved by utilizing economies of scale.  

Apart from the Chinese market, we believe that Carlsberg should consider expanding operations in 

other parts of Asia.  

The level of beer consumption per capita is relatively low so we believe that a market such as the 

Indian beer market holds great growth potential.  

Threats 

As mentioned in paragraph 3.2.3 “PLC” best practice for any company is to finance investments in 

future growth markets with positions on steady profitable markets. Carlsberg’s “Cash Cow” is the 

company’s positions on the Western European markets.  

These positions have been showing stagnating growth recently which can cause problems for 

Carlsberg’s ability to conduct aggressive growth operations in future.  

Profit margins are under pressure because of increasing bargaining power from the consolidating 

supermarkets. 

From paragraph 3.1.3 “Asian Market” we know that emerging economies are relatively more 

volatile than mature economies.  

The Russian economy has just proven that point, and both the Russian economy as well as the 

Russian currency has been under great pressure recently which has affected Carlsberg’s earnings 

from that region.  

Further deterioration of the Russian economy will extend the payback period for the large 

investment in the Russian market and hinder investments in new growth markets.  

Especially the Chinese beer market is modern for consolidating and we believe that it is time to 

build up a strong position on this market. As mentioned in paragraph 3.2.1.5 “Rivalry among 

Existing Firms”, rivalry is increasing and can be a threat for Carlsberg’s opportunities on that 

market.  
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All the above threats are intertwined in the sense that decreasing growth in Carlsberg’s earnings 

from Western Europe and the turbulent Russian economy will prolong the payback period of the 

large investments just made in Russia.  

This will again hinder further investments in new potential large markets in emerging economies 

such as China and India. 
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4.0 Financial Analysis 

We will now carry out an extensive analysis of Carlsberg’s financial performance from 2005 

through 2008. Our analysis will emphasize: profitability, growth and risk, and will consist of 

relevant financial ratios, common-size and trend analysis. The entire analysis will involve our peer 

group in order to measure Carlsberg’s financial performance against those of the peer group’s.  

We believe that the analyzed period will give us an in-depth understanding of the historical level 

and trends in Carlsberg’s performance. Both Carlsberg and the two members of the peer group have 

made significant expansions of their operations during 2008, expansions that have had huge impacts 

on both operations and the financial positions of the three companies.  

Especially changes on the balance sheets can generate “noise” when analyzing the financial 

statements. Since the balance sheets are snapshots of how the company looks at a specific date, it 

does not inform us about when the changes took place and, hence, for how long any newly acquired 

assets have been generating revenue for the company. 

To accommodate this situation we have been using average values for “invested capital” – this 

method is accepted as the most precise way of handling this challenge.114 In the case of Carlsberg’s 

and Heineken’s joint acquisition of S&N, the acquisition took place from the final offer was 

proposed to the control over the assets of S&N was achieved the 24/3 2008.115  

This means that some of the assets stated on the balance sheet end of year 2008 have been 

generating revenues for Carlsberg and Heineken, respectively, for approximately 9 months. 

In the case of Inbev’s acquisition of Anheuser Busch, the transaction was completed in November 

2008. This will cause some noise in our financial analysis of Inbev, (Anheuser-Busch Inbev, after 

the acquisition), since the figures on the balance sheets significantly increase but the company has 

only held those assets for less than two months.  

As a result, some financial ratios will be affected, which we will comment on later in the analysis. 

                                                 
114 Plenborg and Petersen, ”Regnskabsanalyse for beslutningstagere”, Thompson, 2007,  pp. 150 
115 Carlsberg  ”Financial Presentation Q3 2008”, pp. 3 
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4.1 Preparing the Financial Statements for Analytical Purposes 

Carlsberg adapted to the International Financial Reporting Standards (in the following; IFRS) in 

2004 and have not made any major changes in reporting standards since. The same applies for the 

peer group. 

4.1.1 Income Statement 

When we prepare the income statements for analytical purposes, we want to separate the operating 

activities from financial activities. It is within the companies’ operations the value creation takes 

place so in order to measure and later on, forecast, this value creation; we need to isolate the 

primary operations from financial posts.  

In preparing Carlsberg’s income statement for analytical purpose, we made the following changes 

in the income statement. 

Depreciation and Amortization 

We want to group depreciation and amortization in one single post. Originally, depreciation is 

placed by its origin which creates problems when analyzing the statement. Depreciation does not 

involve an actual cash flow and the characteristics of depreciation are determined by the company 

itself within the rules of the IFRS.  

In other words, companies can adapt their depreciations policies to meet their specific needs i.e. 

depreciate aggressively when profits are expected to be large, this will result in lower tax payment 

that year. 

Operating profit before depreciation and amortization (in the following EBITDA) is an important 

intermediate result which we use in our multiple valuation models. Again, we want fully 

comparable figures which are only achieved when leaving out depreciation and amortizations. 

The level of the aggregated depreciation is also attractive to have singled out. It gives us, as 

analysts, an overview of the level of investments made and when measuring the development of 

depreciations against revenues we can get an idea of the profitability of those investments. 
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Other Operating Income and Expenses 

The majority of this post is, by our assessment, related to the primary operations of Carlsberg. We 

have reclassified two posts “Gains on disposal of real estate under other activities” and “Interest 

and amortization of on-trade loans” because we do not regard these two activities as part of 

Carlsberg’s primary operations. 

“Gains on disposal of real estate under other activities” is classified as financial income, since the 

real estate causing the capital gain, is stated as being part of “other activities”.  

“Interest and amortization of on-trade loans” is somehow related to the primary operations of 

Carlsberg but we reclassified this post to financial income. We do that because the on-trade loans 

are interest bearing and hence is placed under interest bearing financial assets in the balance sheet. 

To ensure consistency we then need to place the actual interests under financial income. 

Corporation Tax 

The amount of corporation tax paid is affected by the result of both operational and financial posts. 

Interest bearing debt creates a tax shield and we need to calculate and size the effect of that tax 

shield and classify it under financial posts. 

The specific calculations can be derived from appendix 19 in the tax calculation. We have 

calculated the tax shield that is implied in the “corporation tax” from the original income 

statement.  

The tax shield is a tax discount received from deductable interest expenses. We remove the 

financial related tax discount from the tax expense on operations and place the discount under ”net 

financial costs”. By doing that we find the tax expenses related to operations and also the correct 

financial costs. 

4.1.2 Balance Sheet 

When we setup the balance sheet for analytical purposes we, again, separate operations from 

finance. We group assets that are related to a company’s primary operations and group the matching 

equity and liabilities. The amount invested in the company’s value creating operations is called 

“invested capital”. 
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In short “invested capital” is defined by a company’s “fixed assets” plus “net working capital” or 

by the company’s “total equity” plus “net interest bearing debt”.  

Following posts are of interest when retrieving “invested capital”. 

Trade Payables 

Trade payables are directly related to Carlsberg’s operations and are not interest bearing. Hence, we 

have placed it under operations. 

Catchall 

“Deferred tax liabilities”, “Retirement benefit obligations and similar obligations”, “Liabilities 

associated with assets held for sale”, “Deposits on returnable packaging”, “Corporation tax 

liability”, “Other liabilities” are all liabilities that are neither interest bearing nor related to finance 

and we have, therefore, placed the posts under operations in “invested capital”. 

Receivables 

We have reclassified the part of receivables that is carrying interests. This step is naturally 

necessary since we classified the interests as financial income in the income statement. 

Securities 

We consider “securities” as a placement of excess liquidity with an expected return. We have, 

therefore, classified this as an interest bearing financial asset. 

Cash 

We consider “cash” as being interest carrying and have therefore placed the post under finance. It 

is a possibility to take a share of the post and place it under the asset side of “invested capital”. 

That post would be called “operational liquidity”116 and it represents an amount of cash that is 

needed at hand in order to maintain operations. 

We have decided not to do so, since we would be left to guessing the size of “operational liquidity” 

and that would not add value or credibility to this valuation.  

                                                 
116 Plenborg and Petersen, ”Regnskabsanalyse for beslutningstagere”, Thompson, 2007, pp. 128 
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We have now prepared the income statement and the balance sheet and are now ready for further 

analysis. As mentioned earlier the analysis will entail an in-depth analysis of profitability, growth, 

and risk. Our definitions of the financial ratios applied are found in appendix 24. 

4.2 Profitability Analysis 

The profitability analysis carried out below will be structured as figure 4.1 shows. 

Figure 4.1 Du Pont pyramid 

 

Source: Own creation 

The Du Pont framework shows the main drivers behind return on equity. Return on invested capital 

(ROIC in the following) relates to a company’s primary operations while financial gearing and net 

cost of debt relates to finance.117 

The next level from ROIC consist of earnings capacity which explain the cost/earnings distribution 

while rate of turnover, assets, explains the level of – and the company’s ability to adjust, its tied-up 

capital.118   

To evaluate financial ratios we look at two factors: level and development. We measure the level of 

Carlsberg’s financial ratios against the ones of the peer group. 

  

                                                 
117 Plenborg and Petersen, ”Regnskabsanalyse for beslutningstagere”, Thompson, 2007, pp. 150 
118 Plenborg and Petersen, ”Regnskabsanalyse for beslutningstagere”, Thompson, 2007, pp. 164-180 
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Return on Equity  

We define ROE as: 
�� � ��� � ���	 
 ����

�  

The formula above shows how the financial ratio is affected by both capital structure and 

profitability of operations. 

Table 4.1 Return on Equity 

ROE 2005 2006 2007 2008 

Carlsberg 0,063 0,104 0,119 0,087 

Heineken 0,190 0,238 0,157 0,027 

Inbev 0,144 0,172 0,212 0,204 

Source: Own creation 

Until 2008, Carlsberg showed a relatively low, but improving, ROE. As we mentioned in section 3 

“Strategic Analysis”, Carlsberg has, in this period, focused on improving margins which has had a 

positive effect on ROE.  

In 2008, Carlsberg’s ROE drops by 26.9% a result of the huge changes in both capital structure and 

extent of operations that have been made during the year. 

Both Heineken and Inbev have traditionally outperformed Carlsberg in regards to ROE. 

As mentioned before both Carlsberg and the two members of the peer group has expanded their 

operations significantly during 2008. Those expansions have implied large scale acquisitions that 

have created need for external financing. 

For those reasons, Carlsberg completed a stock emission during 2008 which caused a cash in-flow 

of DKK 30.1 Bn. Inbev has also met the need for financing by issuing new stocks during 2008 and 

managed to increase share capital by 6.337 million Euro119. Heineken has not issued new stocks but 

have financed the acquisition of S&N by issuing new debt.120 

                                                 
119 Annual Report, Inbev, 2008 pp 51 
120 www.heineken.com 
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As we can see from our definition of ROE, both NCD and the FGEAR affect ROE as well as 

profitability in general measured by ROIC. 

To determine the primary drivers behind the development In the ROE, we now decompose it into 

FGEAR/ net cost of debt and ROIC. 

The changes in the capital structures of the three companies have had an impact and we will now 

show the net cost of debt (NCD in the following) and the financial gearing (FGEAR in the 

following) for each of the companies.  

The NCD is defined by: 

��� ��������� ����� ����� ���
����  

Table 4.2 Net Cost of Debt 

NCD, % 2005 2006 2007 2008 

Carlsberg 4,97 3,63 4,96 6,46 

Heineken 6,64 10,90 11,15 7,69 

Inbev 6,78 7,19 10,30 2,27 

Source: Own creation 

The NCD is more an intermediate ratio that we use calculating other ratios than it is a stand-alone 

measure. Since NCD involves the net financial costs after tax, it includes financial income and the 

true costs of the companies’ debt are not totally clear.  

We do, however, see that Carlsberg traditionally has a low cost of debt compared to the peer group. 

The interests claimed by providers of loans reflect the risks perceived by the lending companies.  

Any company faces several kinds of risks but the financial risk, and default risks in particular, of a 

company is closely related to its FGEAR. The 2008 NCD of Inbev is affected by the noise 

mentioned earlier. 
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We define the FGEAR as: 

����
�  

Table 4.3 FGEAR 

FGEAR 2005 2006 2007 2008 

Carlsberg 0,97 0,96 0,96 0,71 

Heineken 0,48 0,25 0,25 1,88 

Inbev 0,39 0,40 0,32 2,31 

Source: Own creation 

Here we see that both Heineken and Inbev have increased their debt levels during 2008.  

Even though an increasing FGEAR will normally lead to higher financial costs, a higher level of 

debt will also increase earnings as long the ROIC is higher than the NCD. This is the case for both 

Carlsberg and the peer group. ROIC is displayed below. 

ROIC 

We define ROIC as: 

��� ��������� ������ ����� ��� ����� 	
��!����" ������� 
 100 

This ratio is affected by a company’s ability to provide top line growth and to be cost efficient as 

well as the company’s capability to adjust and minimize its tied-up capital. 

Table 4.4 Return on Invested Capital 

ROIC 2005 2006 2007 2008 

Carlsberg 5,63 7,08 8,48 7,75 

Heineken 15,01 21,22 14,77 5,96 

Inbev 12,23 14,35 18,59 7,77 

Source: Own creation 
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The return on invested capital is a very important measure of profitability of any company. 

Carlsberg has showed a positive development over the analyzed period with an 8.6% drop in 2008. 

Historically, Carlsberg has underperformed compared to both Heineken and Inbev.  

All three companies experience a significant drop in ROIC during 2008. The drop was caused by an 

increase in invested capital which has not been offset by an adequately increasing growth in 

NOPAT. As mentioned earlier, NOPAT is an aggregated measure while invested capital provides a 

snapshot of a company’s positions.  

Especially Inbev’s ROIC is affected by the above mentioned problem. Inbev finalized its 

acquisition of Anheuser-Busch (AB in the following) in November 2008. This means, that invested 

capital increased significantly in November 2008 but the aggregated measure, NOPAT, has only 

been affected positively for less than two months.  

For those reasons, Inbev’s ROIC is underestimated for 2008. The dramatic drop of 58.2% should be 

interpreted with some caution. 

Heineken’s drop of 59.6% in ROIC is comparable with the development in the ROIC of Carlsberg. 

We assume that the development is primarily driven by the joint takeover of S&N. Since Carlsberg 

and Heineken simultaneously accomplished that acquisition, the effects impacted both companies 

evenly. 

To sum up, Carlsberg seems to be least affected on the expansions of operations, measured by 

profitability. We credit the positive trend Carlsberg showed until 2008 to the Excellence 

Programmes mentioned in paragraph 2.4.1 “Excellence Programme” we believe will ensure some 

future improvements in profitability of Carlsberg. Carlsberg is, however, lacking behind both 

Heineken and Inbev when we look at the period 2005-07. 

Economic value is defined as the profitability of a company’s primary operations measured against 

the cost of capital employed. In other words, accounting-based profits are not necessarily profitable 

for investors that might be able to place their resources in ventures with a higher economic profit. 
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Economic profit is defined by: 

�%��� � &���	 
 ��!����" ������� 

From table 4.8 we see the year-on-year economic profit which only shows positive figures in 2007. 

We see the relatively low profitability of Carlsberg as the main source of the negative economic 

profit. 

ROIC can be decomposed into earnings capacity (EC in the following) and rate of turnover, 

invested capital (ROT in the following). As mentioned earlier, EC expresses the relation between 

revenue and costs while ROT states how well a company manages to adjust its tied-up capital.121  

EC and ROT multiplied results in ROIC. 

Earnings Capacity (EC) 

We define EC as: 

  

��� ��������� ������ ����� ��� ����� 	
��� �'���!�� 
 100 

Table 4.5 Earnings Capacity 

EC 2005 2006 2007 2008 

Carlsberg 5,60 6,52 7,23 9,25 

Heineken 8,82 12,17 8,43 4,40 

Inbev 14,74 18,82 24,54 18,75 

Source: Own creation 

Carlsberg shows the most positive trend of the three companies. Carlsberg’s EC is constantly 

increasing over the analyzed period and ends up at a level well above Heineken’s. In total, 

Carlsberg’s EC increases by 65.2% from 2005-2008. However, Inbev’s EC is at an impressive level 

even though we see a drop of 23.6% from 2007-2008. 

Again we must conclude that Carlsberg should be able to improve its profitability. Carlsberg shows 

a positive trend but is far from the level of Inbev in regards to EC.  

                                                 
121 Plenborg and Petersen, ”Regnskabsanalyse for beslutningstagere”, Thompson, 2007, pp. 164 
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This financial ratio is not affected by the noise we see when we mix balance posts with posts from 

the income statement. 

Rate of Turnover, Invested Capital 

Definition: 

��� ��!��'�
��!����" ������� 

As mentioned earlier, all three of the analyzed companies have made huge expansions during 2008. 

This will, ceteris paribus, increase the level of invested capital. If the companies manage to keep the 

ROT constant that would require a proportional increase in net revenue. This will probably happen 

in the medium or long run, but has not happened yet, as we can see from the figures below. 

Table 4.6 Rate of Turnover, Invested Capital 

ROT 2005 2006 2007 2008 

Carlsberg 1,01 1,09 1,17 0,84 

Heineken 1,70 1,74 1,75 1,36 

Inbev 0,83 0,76 0,76 0,41 

Source: Own creation 

The ROT has dropped for all three companies from 2007-08; Carlsberg 28.2%, Heineken 22.3%, 

Inbev 46.1%.  

The most significant change is naturally Inbev’s drop on 46.1%. Again, we determine the cause as 

the noise coming from the huge changes on Inbev’s balance sheet in November 2008.  

The 2005-07 period shows steady figures from all companies, Carlsberg shows steady growth, 

which we give Carlsberg’s Excellence Programme122 credit for.  

So far we can conclude that Carlsberg fails to reach “best practice” both when it comes to EC and 

ROT which sums up to the lowest profitability, historically, when compared to our peer group. In 

2008 Carlsberg is at the same level as the peer group but we interpret the figures for 2008 with 

cautions of reasons mentioned earlier. 

                                                 
122 See paragraph 3.2.2.1 ”Efficiency Programmes” for further details 



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 79 of 146 

 

4.2.1 Common-size and Trend Analysis 

To get an even deeper understanding of the financial positions and developments of Carlsberg and 

the peer group we will now perform common-size and trend analysis. These analyses will identify 

the key drivers behind the developments in the companies’ profitability.  

Since Heinekens income statement is classified by function, we cannot directly compare it with 

Carlsberg’s and Inbev’s. We have therefore decided to perform both the common-size and trend 

analysis on Carlsberg’s and Inbev’s finances only. 

We will perform common-size and trend analysis on the income statements and the balance sheets. 

The analysis of the income statements will inform us about the drivers behind the EC while the 

analysis of the balance sheets will explain the development of the ROT. 

4.2.1.1 Common-size Analysis; Income Statement 

The common-size-analysis consists of indexed figures with base in “net revenue” regarding the 

posts from the income statement and “invested capital” as base for the balance sheet related posts. 

We will highlight and comment on the posts that reveals interesting differences between the 

performances of the two companies. 

Cost of Sales 

When looking at the analyzed income statements we observe that Inbev only allocates 36-39% of 

“net revenue” to “cost of sales”. Carlsberg allocates between 45-48% of revenue to “cost of 

sales”. In both Inbev’s and Carlsberg’s case, 2008 has shown the highest figures. This is a 

consequence of the rising prices on raw materials as described in section 3.0 “Strategic Analysis” 

From paragraph 3.2.2.1 “Efficiency Programmes” we know that both Carlsberg and Inbev have 

initiated efficiency programs which, inter alia, focus on procurement. Inbev is the world market 

leader and must be able to extensively exploit economies of scale.  

We have not been able to find data specifically on Inbev’s suppliers and their terms, but we assume 

that the main driver behind the relatively low “cost of sales”, is Inbev’s size and hence the 

bargaining power of Inbev towards its suppliers.  



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 80 of 146 

 

Ceteris paribus, Inbev sets a standard we believe Carlsberg should aim for as Carlsberg expands and 

we believe the tendency for Carlsberg should be a lower “cost of sales” relative to revenue in the 

long run. 

From paragraph 3.3.1 “Value Chain Analysis”, we learned that Carlsberg allocated relatively few 

costs to “cost of sales”, when measured against total costs. Our common-size analysis reveals that 

Inbev is the most cost-efficient company when we measured “costs of sales” relative to revenue. 

This means that Inbev overall is more cost-efficient than Carlsberg.  

EBITDA 

Since Inbev has a lower “cost of sales”, and no further significant changes in the following posts, 

Inbev also outperforms Carlsberg’s EBITDA. Carlsberg’s EBITDA is between 16.4 to 17.9%, 

lowest in 2007-08.  
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The relatively low EBITDA in 2007-08 is primarily driven by the increasing “cost of sales” and a 

negatively developing “special items, net”, which in 2008 primarily relates to disposal losses on 

Türk Tuborg, and impairment losses on Leeds and Braunschweig brewery. Furthermore, the post 

entails restructuring cost and termination benefits. 

Inbev’s EBITDA has shown steady growth from 2005-07 but drops from 37.3 to 30.9% of “net 

revenue” in 2008. The drop is primarily driven by negative development of “special items, net”, 

which consist of restructuring costs and impairment losses. 

NOPAT 

Carlsberg’s NOPAT shows steady growth in 2005-08 and increases from 5.6 to 9.3% of “net 

revenue”. In other words, Carlsberg significantly improves profitability in a time with large 

expansions.  

Inbev’s NOPAT is at a considerably higher level, and increases from 14.7 to 18.8% of “net 

revenue” from 2005-08. 

To sum up, the above common-size analysis revealed that Inbev is more cost efficient than 

Carlsberg which really becomes evident when looking at “cost of sales”. This cost-efficiency is the 

primary driver behind the superior profitability of Inbev compared to Carlsberg. 

4.2.1.2 Trend Analysis; Income Statements 

When performing a trend analysis, we want to investigate the relation between development in “net 

revenue” and different expenses. Best case is of course a larger increase in net profit than in 

revenues, which means increasing profitability. 

Gross Profit 

Carlsberg’s “net revenue” increases by 57.6% over the period “cost of sales” increases by 66.9% - 

“gross profit” increases by 49.8%.  

Inbev’s development is of similar proportions, though at a lower level, leaving an increase in “gross 

profit” of 37.2% 
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Administrative Expenses 

Carlsberg experiences a growth in this entity of 40.5% while Inbev manage to hold the post 

constant in spite of the top line growth. 

Distribution and Sales & Marketing Expenses 

For both companies this entity shows a steady decline in relation to top line growth and modestly 

contributes to improved profitability. 

Amortization, Depreciation and Impairment 

This post is of course strongly related to the level of investments made by the two companies. 

Carlsberg’s development in regards to “amortization, depreciation and impairment” is excellent 

since the level of the post only increases by 3% over the analyzed period, while “net revenue” 

increases by 57.6%. This indicates that Carlsberg has made profitable investments. 

Inbev experiences a steady growth in “amortization, depreciation and impairment” that is 

proportional to the growth in “net revenue”. 

To sum up, the steady growth in the EC of Carlsberg is a result of tight control of expenses. We 

observe a very steady developing EBITDA and decreasing depreciations and tax payments ensure a 

positive progress in EC.  

The progress of the EC of Carlsberg is not impressive and profitability is an area Carlsberg must 

focus on in future as the company is at a significantly lower level than the peer group. We believe 

Carlsberg should be able to improve profitability when the acquisitions of 2008 are fully 

incorporated. 

4.2.1.3 Common-size Analysis; Balance Sheet 

The following analysis will identify the primary drivers of the development of the ROT. In the 

common-size analysis we will index the posts in the balance sheet with “invested capital” as base. 

This method helps us identify which posts in the balance sheet affect the ROT the most. 

The trend in ROT for Carlsberg was a steady growth from 2005-07 and a significant drop in 2008. 

Inbev have experienced a more or less constant ROT at a lower level than Carlsberg. Inbev also 

experienced a drop in 2008. In both cases the drop in ROT is caused by the acquisitions made by 

both of the two companies which of course have increased the sums on the balance sheet.  
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Carlsberg 

Carlsberg shows positive tendencies regarding posts that affect the tied-up capital. Carlsberg 

manage to reduce “receivables, inventories”, relatively to “invested capital”. Since “invested 

capital” increases considerably in 2008, many of the posts in the balance sheet decreases relative to 

“invested capital”, also “payables” which somewhat reduces the effect of the increasing 

“receivables, inventories”.  

We can, however, conclude that Carlsberg manages to decrease its tied-up capital in operations over 

the period. “Net working capital” is an increasing negative figure which means that Carlsberg’s 

current liabilities grows by more than its current assets. Essentially, this means that Carlsberg 

achieves better payment agreements with its suppliers than the company offers costumers. 

The main driver behind the decrease in ROT for Carlsberg is the increase in “invested capital”, 

driven by the acquisition of S&N. As we can see from the figures, especially the development of 

“intangible assets” affects the ROT negatively. 

Inbev 

In Inbev’s case we have two main drivers behind the drop in ROT in 2008. Inbev accomplished the 

acquisition of AB in November 2008, which led to an increase in “invested capital”. Furthermore, 

the “net revenue” affected ROT in November + December – the earlier mentioned miss-match 

between balance and income statement posts applies in this case. Inbev’s ROT is underestimated in 

this case. 

From the analysis we observe a significant increase in “intangible assets” as a natural consequence 

of the acquisition of AB. We also see a drop in “receivables”, somehow offset by a rise in “trade 

payables”. NIBL grows by 187.2% from 2007-08 and the part of the debt that is short term 

influences “net working capital” which goes from 10.6% to 23.5% (negative figures) of “invested 

capital”. 

Similar to Carlsberg’s case, the driver behind Inbev’s decline in ROT from 2007-08, is the 

increasing “invested capital”, following the acquisition of AB. 
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4.2.1.4 Trend Analysis; Balance Sheet 

The trend analysis of the balance sheets of Carlsberg and Inbev shows us that “invested capital” for 

both companies increases in 2008. Carlsberg’s “invested capital” increases by 165.7% and Inbev’s 

increases by 194.8%.  

Had these changes in “invested capital” been offset by a proportional rise in “net revenue”, the 

ROT would have been stable. This is not the case for either of the two companies. Both Carlsberg 

and Inbev in particular, have had short time to incorporate its newly acquired company, why we 

interpret the late figures with caution.  

However, when looking at the historical trend and level, we conclude that Carlsberg manages to 

adjust its deployed capital and has from 2005-07 shown growing ROT. We therefore expect 

Carlsberg to return to its historical level shortly and expect ROT to be stable in future.  

4.3 Growth Analysis 

The purpose of this paragraph is to analyze the growth characteristics of Carlsberg. Growth often 

creates a need for liquidity unless it is internally financed. We introduce internally financed growth 

(IFG in the following) and apply it in order to understand whether Carlsberg’s growth creates a 

huge need for liquidity. 

We will look at historical growth of selected key figures which will help us determine future 

growth. Furthermore, we will investigate whether Carlsberg’s growth creates value for its owners. 

We do that by measuring the growth in EVA over the period.  

IFG is defined by123: 

�() * %��� � �%��� � ���	 
 ����
� 
 �1 � ��	 

  

                                                 
123 Plenborg and Petersen, ”Regnskabsanalyse for beslutningstagere”, Thompson, 2007, pp. 186 
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In words; internally financed growth is what is left from ROE minus paid out dividends. Does 

Carlsberg grow at a higher rate than IFG allows Carlsberg wears on its liquidity and will need 

external financing at some point. From the formula we also see that Carlsberg can affect the IFG by 

either; increasing profitability (ROIC), adjusting FGEAR, or by changing dividend policies (1-

PO).124 

Table 4.7 Growth, y-o-y growth in % 

Growth 2005 2006 2007 2008 Average 

Revenue 4,34 7,53 7,82 27,36 11,76 

NOPAT 22,74 25,69 20,79 71,43 35,16 

Net profit 8,04 58,35 19,58 23,50 27,37 

Invested capital 3,55 -3,40 5,25 165,75 42,79 

Equity 16,10 -2,61 5,04 204,61 55,79 

NIBD -6,80 -4,22 5,47 125,37 29,96 

Free Cash Flow -42,14 57,41 90,55 -101,98 0,96 

IFG N/A 74,15 12,05 413,95 166,71 

Source: Own creation  

From the table above, we see that IFG is higher than the revenue growth. Furthermore, we see that 

the stock emission in 2008 resulted in a huge cash in-flow from the owners, hence a high IFG. All 

in all, we see no red alert concerning a constant tear on the liquidity of Carlsberg. 

From the average figures we see invested capital increases with more than both top-line and bottom 

line growth. This is caused by the acquisition made in 2008, and we still need to see how a full 

year’s earnings will match the increased tied-up capital.  

When looking at the period 2005-07, we see that both NOPAT and net profit increases by 

significantly higher figures than revenue, which indicates that the in section 3.0 “Strategic 

Analysis” mentioned Excellence Programmes have the desired effect of improving margins.  

  

                                                 
124 Plenborg and Petersen, ”Regnskabsanalyse for beslutningstagere”, Thompson, 2007, pp. 186 
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Growth is not necessarily value-creating. From a shareholder’s perspective, value is only added if 

return on the company’s operations is acceptable when measured against capital expenditures. The 

same applies for growth – growth is not value-creating if it does not manage to create acceptable 

returns. 

Table 4.8 Growth in Selected Ratios 

 
2005 2006 2007 2008 

ROIC, % 5,63 7,08 8,48 7,75 

WACC, % 8,12 8,12 8,12 8,12 

Invested capital 38.494 37.184 39.137 104.006 

EVA -95.800 -38.782 13.949 -38.711 

Growth EVA, % N/A 59,5 136,0 -377,5 

Source: Own creation 

Table 4.8 shows the drivers behind the year-on-year growth in EVA. From these figures, the 

acquisition of S&N has not created extra added value for Carlsberg’s owners in the sense that EVA 

decreases in 2008.  

We do, however, believe that Carlsberg in time will manage to integrate the newly acquired 

operations and increase profit margins and hence economic value added.  

4.4 Risk Analysis 

We analyze the different types of risk in order to determine the uncertainty of Carlsberg’s revenues 

in the near future. The risk of a company is an important factor for many stakeholders such as 

creditors and suppliers.  

In this section we perform an analysis of the business and financial risks. 

4.4.1 Business Risk 

Business risk is the risk associated with the underlying operations of a firm. In Carlsberg’s case; the 

variability of Carlsberg’s operating income before interests. This dispersion is caused purely by 

operational related factors and not by the debt burden.125 

The business risk is divided into three underlying risks: external, strategic and operating.  

                                                 
125 www.lse.co.uk/financeflossary 
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External Risk 

The external risks were discussed in the strategic analysis in paragraph 3.1 “Macro Environment”. 

Connections were made between Carlsberg’s earnings and economic drivers such as, growth in 

GDP, political factors and commodity prices. 

We concluded that the Russian economy as well as the Russian currency has a critical influence on 

the Eastern European revenues.  

Another critical factor is the vulnerable purchasing power in Asia due to changes in commodity 

prices and inflation. 

The overall external risk is considered as medium. 

Strategic Risk 

The strategic risks were discussed in the strategic analysis in paragraph 3.2 “Sector Analysis”. We 

defined the competition in the beer industry as a differentiated oligopoly and the industry as 

relatively consolidated. 

We conclude that the suppliers had little bargaining power as well as the risk of new entrants was 

small. On the other hand, the buyers have increasing power due to consolidation among the 

supermarkets.  

Beer is, as mentioned in paragraph 3.1.1 “Western Europe”, a resilient product which is met by a 

steady demand from the consumers – this lowers the strategic risk.  

The overall strategic risk is considered as medium because of the increasing buying power of the 

buyers. 

Operating Risk 

The operating risks we have emphasized are discussed in the PLC analysis in paragraph 3.2.3 

“PLC”. The state of the markets from which Carlsberg collects the major parts of its revenues from 

is at the stage of maturity or growth. A mature company as Carlsberg is, due to its history, more 

sustainable which results in a lower operational risk. 
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In paragraph 3.3.1 “Value Chain Analysis” we discussed the operations of Carlsberg. The 

conclusion was that cost efficiency is in focus through the Excellence Programme. The results were, 

among other things, a close down of one brewery for the benefit of a more cost efficient super 

brewery. 

The overall operating risk is considered as low. 

4.4.2 Financial Risk 

The financial risks Carlsberg face can be separated into two main components. The debt related 

risks and the currency risks. Debt related risks entail the level of financial gearing and the nature of 

the borrowings. The currency risks, naturally, relate to the effect fluctuations between currencies 

have on Carlsberg’s earnings. 

Those two types of risks are somehow intertwined. By taking loans in a currency that denotes large 

cash flows you can hedge against fluctuations in that specific currency. This kind of insurance is 

called natural hedging and it involves taking loans in the same currency that you place your 

operations in. By doing that you are protected from fluctuations between your home currency and 

the different currencies of your company’s operations. 

FGEAR 

As mentioned in paragraph 4.2 “Profitability Analysis” the financial gearing is defined by: 

����
�  

The level and development of Carlsberg’s and the peer group’s FGEAR is shown in table 4.3.  

Historically, Carlsberg has had the highest financial gearing of the three analyzed companies. As 

mentioned earlier, all three companies have made huge acquisitions during 2008, and that has 

changed the capital structure of the three companies.  

Carlsberg has issued new shares and financed a large part of the acquisition of S&N with the 

premium from the stock issue. Heineken has financed its part of S&N by issuing new debt, and 

Inbev has, like Carlsberg, combined a stock issue and debt as means of raising capital. 
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The FGEAR has implications in regards to cost of debt, as the FGEAR is a central figure when 

credit ratings are determined. Furthermore, a relatively high FGEAR will, ceteris paribus, increase 

the risk of financial distress and therefore increase the owners’ required rate of return, as they are 

residual claimants. 

Currency Risks 

After the acquisition of S&N which primary goal was the leading position on the Russian and 

Eastern European market, has exposed Carlsberg to the Russian economy. As mentioned in 

paragraph 3.1 “Macro Environment”, the Russian economy has been severely affected by the 

global financial crisis. The devaluation of the Ruble, also mentioned in 3.1 “Macro Environment” 

has had a significant impact on the profitability of Carlsberg’s operations in Russia in two areas. 

The borrowings made to finance the acquisitions of S&N are denoted in DKK and EUR – Carlsberg 

has not utilized the earlier mentioned natural hedge. Reason; Interest rates in Russia are 

traditionally higher than in the Euro zone.  

Carlsberg has not secured cash flows from operations in Russia, again because of the costs 

associated with doing so.126 The only insurance Carlsberg has made towards the Russian ruble is to 

allocate cost of raw materials in a basket of EUR and USD which is equivalent to the basket the 

Russian ruble is locked to.127 This ensures that the costs and revenues are affected evenly by 

fluctuations in the Russian ruble.  

However, the cash flows from Carlsberg’s Russian activities are not insured, and that became a 

problem during 2008 and will be a problem in 2009, since the Russian currency has depreciated 

significantly during those two years. In 2008, fluctuations in the ruble had a negative impact of 

DKK million 6.257 on Carlsberg’s equity.128 

  

                                                 
126 ”Rusland i fokus i årets Carlsberg-regnskab”, Børsen February 11th 2009 
127 Annual Report 2008, Carlsberg, pp 120 
128 Annual Report 2008, Carlsberg, pp 121 
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As mentioned in paragraph 3.2.3 “PLC”, Carlsberg has placed a large amount of its operations in 

Eastern Europe and Russia in particular. In 2008, 32% of net revenue came from Eastern Europe 

and 58% of total assets were placed in Eastern Europe.129 Because of the large share of revenue 

coming from the more unstable Eastern European economies, Russia in particular, and the large 

amount of tied-up capital also in this region we consider Carlsberg’s financial risk as being high. 

4.5 Part Conclusion Financial Analysis 

In this section we have analyzed Carlsberg’s financial performance and measured it against our peer 

group. In order to create and compare financial ratios we have rearranged the financial statements of 

the three analyzed companies.  

Our profitability analysis showed that Carlsberg, historically, have been lacking behind both 

Heineken and Inbev. The large expansions made by all three companies during 2008 have a 

significant impact on the financial performance of the companies. Inbev is still the most profitable 

firm measured by ROIC, primarily driven by a relatively high EC. 

We decomposed both the EC and the ROT for the companies by doing common-size and trend 

analyses. This analysis revealed that the impressive EC of Inbev is primarily driven by a relatively 

low “cost of sales”.  

Our investigation of the drivers of ROT determined that the large investments made by both 

Carlsberg and Inbev, have not been proportionally offset by an increase in net revenue during 2008. 

We observed decreasing ROT for both Carlsberg and Inbev. 

Our growth analysis showed that Carlsberg is experiencing a bottom-line growth that exceeds the 

growth rate of net revenue. This indicates increased profitability for Carlsberg. In 2007, the growth 

created added value for Carlsberg’s owners, as EVA was positive that year. 

The business risks of Carlsberg’s operations are medium to low, primarily because of a steady 

demand for beer. Factors that do influence the business risks are legislators, consolidating buyers, 

and different macro economical determinants. We do not believe that the before mentioned factors 

impose serious threats for Carlsberg’s operations. 

                                                 
129 See Appendix 6 - PLC 



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 91 of 146 

 

The analysis of Carlsberg’s financial risks showed that Carlsberg has taken on more financial risks, 

especially in regards to the activities on the Russian market. The combination of large loans in 

DKK and EUR which must be paid with cash flows denoted in the Russian Ruble increases the 

currency risks faced by Carlsberg. We estimate the financial risks to be high and this will be taken 

into consideration when estimating the company specific risk for our valuation model.  

When combining both the business and financial risks of Carlsberg, we consider the overall risk to 

be medium.  
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5.0 Budget and Forecast 

The forecasted financial statements provide the information we need for computing future NOPAT, 

ROIC and free cash flow (FCF in the following). Both NOPAT and FCF are important input for our 

valuation, they are, together with WACC (see section 6.0 “Valuation”), the cornerstones in 

estimating the value of Carlsberg.  

There is a certain risk related with forecast since we have to predict what happens in the future 

based on our strategic and financial analysis. On the basis of our SWOT there are different 

scenarios that could evolve. In this section we analyze three possible scenarios that each affects the 

forecast in different directions. 

Explicit Forecast Period 

The explicit forecast period must be long enough for the company to reach a steady state defined by 

the following three characteristics: 

1. The company grows at a constant rate and reinvests a constant proportion of its operating 

profits into the business each year. 

2. The company earns a constant rate of return on new capital invested. 

3. The company earns a constant return on its base level of invested capital.  

As a result, FCF will grow at a constant rate and valued at Gordon’s growth formula. 

 ������� !��'� * (�(+,-
&��� � � 

The theory recommends an explicit forecast period of 10 to 15 years.130 It is important that the 

explicit period include a whole business-cycle, meaning periods with both high and low growth. If 

we cut off the explicit forecast period in a stage of either abnormally high or low growth, we would 

over- or underestimate the growth in steady state. 

As mentioned in paragraph 3.1 “Macro Environment”, beer is a resilient product and we define 

Carlsberg as a non-cyclic firm. This means that we focus on other factors when deciding the explicit 

forecast period.  

                                                 
130 Koller et al. ”Valuation”, McKinsey and Company,2005,  pp. 258 
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The recent acquisition of S&N resulted in an abnormal top line growth. We expect this abnormal 

growth from the new acquired companies to reach a steady state within a period of 10 years.  

5.1 Possible Scenarios 

We have chosen to set up three different scenarios that could describe the output of Carlsberg’s 

strategy and business climate. These scenarios create a strong link between SWOT analysis, the 

budget/forecast and our valuation models.  

The three scenarios will be; best case, most likely, and worst case. Each scenario involves a set of 

assumptions that primarily will have their starting point in the strengths, weaknesses, opportunities, 

and threats from our SWOT-analysis. 

The three scenarios will show us how the value of Carlsberg will fluctuate under different 

assumptions. This gives us an idea about how the stock price of Carlsberg will develop when we see 

the trends of the macro environment of Carlsberg’s main markets. 

 For example, if the financial crisis wears off faster than assumed in most likely and especially the 

Russian economy recovers, then we know that the stock price will be between the result of most 

likely and best case.  

5.1.1 Scenario – Most Likely 

The first scenario, most likely, takes a starting point in our SWOT-analysis and here we state what 

we believe is most likely to happen in Carlsberg’s business environment. We then state how this 

development will affect the financial statements of Carlsberg.  

During most likely we include a short description on how we calculate the different budget 

variables.  

In the second and third paragraph of this section we only show how we derive the most important 

variables in order to explain the best case and worst case.   

The explicit forecast period of most likely is a time where Carlsberg has to integrate and consolidate 

its new businesses. It is important for Carlsberg to fully integrate all their acquired companies in 

order to utilize synergies. The Excellence Programmes have been implemented in 2008 and the 

results start to show. 
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The first couple of years are at the same time influenced by the effects of the financial crisis, 

mentioned in paragraph 3.1 “Macro Environment”. We believe, based on Carlsberg’s own 

expectation to the future that the company has to accelerate debt repayments. Few or no acquisitions 

are a result of this strategic decision. 

Net Revenue 

Each year’s net revenue equals the prior year’s net revenue at a projected rate. The projected growth 

rate depends on the weighted growth from Western Europe, Eastern Europe and Asia.  

Most of the forecast in the income statement is driven by revenues. If our expectations regarding the 

development in revenue fail then the whole forecast fails. Changes in revenue are connected to our 

analysis in section 3.0 “Strategic Analysis” to minimize the risk of failure. 

Table 5.1 Forecasted regional growth in net revenue 
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Western Europe -0,5 3,7 0,6 35,3 4,7 2,0 2,0 2,0 2,0 2,0 2,0 2,0 2,0 2,0 2,0 

Eastern Europe 19,4 15,4 28,0 30,7 10,8 4,0 5,0 7,0 5,0 3,0 2,0 2,0 2,0 2,0 2,0 

Asia 11,1 41,4 10,3 40,1 12,1 10,0 15,0 20,0 15,0 9,0 7,0 2,0 2,0 2,0 2,0 

Net revenue growth 4,3 7,5 7,8 27,4 7,2 3,2 4,0 5,2 4,2 3,0 2,5 2,0 2,0 2,0 2,0 

 Source: Own creation 

We have added extra growth to the 2009E in order to compensate for the lack of revenues in the 

first quarter of 2008. Since the acquisition was completed in the second quarter then revenues of the 

acquired companies were not included in the first quarter of 2008.131 

The projected growth rate is reduced to organic growth for the next two years until the financial 

crisis is over. When consumers regain their confidence in the financial markets and the economy 

starts to recover, then we forecast that the net revenues will increase. 

  

                                                 
131 For further explanation see appendix 32 
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The Russian economy is closely related to the energy sector as mentioned in paragraph 3.1.2 

“Eastern Europe”. As the financial crisis ends the energy prices will increase which has a positive 

effect on the Russian economy, hence increasing growth figures in 2011 through 2013. 

Western Europe is expected to grow at a constant rate equal inflation132. It is a mature market and 

consumption per capita is declining as mentioned in paragraph 3.2.1.5 “Rivalry among Existing 

Firms”.  

At some point over the next 10 years we expect Carlsberg to acquire some new businesses in Asia. 

This explains the increase in revenues in 2010-2012. 

Finally, we assume that growth in revenue draws near a steady state. The only growth is from 

organic growth. This is the same for each of the three regions. 

Cost of Sales 

We forecast cost of sales as a percent of net revenue. The cost of sales is variable costs that are 

closely connected to the revenue. 

Table 5.2 Forecasted Cost of Sales 
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Cost of sales 45,2 44,8 46,4 47,9 47,5 47,3 47,0 46,8 46,5 46,3 46,0 45,8 45,5 45,3 45,0 

 Source: Own creation 

We expect the cost of sales to decrease because of several reasons including the Excellence 

Programmes mentioned in paragraph 2.3.1 “Excellence Programme”. We defined the suppliers 

bargaining power as low in paragraph 3.2.1.3 “Bargaining Power of Suppliers” and we also 

mentioned that Carlsberg has introduced a central purchase structure to insure lower prices on raw 

materials.  

All these arguments explain why we expect lower cost of sales during the whole explicit period. 

                                                 
132 See appendix 41 
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Operating Expenses 

We forecast operating expenses as a percent of net revenue according to the theory. Sales and 

distribution expenses are variable costs that are closely related to revenue. Administrative expenses 

and the other lines are all fixed cost. 

Table 5.3 Forecasted Operating Expenses 

 2
0

0
5

 

2
0

0
6

 

2
0

0
7

 

2
0

0
8

 

2
0

0
9

E
 

2
0

1
0

E
 

2
0

1
1

E
 

2
0

1
2

E
 

2
0

1
3

E
 

2
0

1
4

E
 

2
0

1
5

E
 

2
0

1
6

E
 

2
0

1
7

E
 

2
0

1
8

E
 

te
rm

in
a

l 

Sales and distribution 

expenses 
33,1 32,3 30,4 28,0 26,0 26,0 25,8 25,8 25,8 25,8 25,5 25,5 25,5 25,5 25,5 

Administrative 

expenses 
6,8 6,6 6,3 6,1 6,1 6,1 6,1 6,1 6,1 6,1 6,1 6,1 6,1 6,1 6,1 

Other operating 

income/expense 
0,6 0,3 0,4 0,5 0,4 0,4 0,4 0,4 0,4 0,4 0,4 0,4 0,4 0,4 0,4 

Share of profit after 

tax, associates 
0,6 0,2 0,2 0,1 0,3 0,3 0,3 0,3 0,3 0,3 0,3 0,3 0,3 0,3 0,3 

 Source: Own creation 

We expect the level of operating expenses to be lower compared to the historical period as a result 

of the Excellence Programme, mentioned in paragraph 2.4.1 “Excellence Programme”. Sales and 

distribution expenses are expected to decrease as a consequence of the newly acquired half of BBH.  

In paragraph 3.2.1.1 “Threats of New Entrants” we mentioned that Carlsberg has vertically 

integrated supply and distribution channels through its ownership of BBH. The benefits from the 

full ownership of BBH are going to have a positive influence on the distribution cost. 

Special Items 

We forecast special items as a percent of net revenue. Special items net in 2008 were mainly 

comprised of restructuring costs, redundancies in connection with the Excellence Programmes, 

special items related to the sale of Türk Tuborg, restructuring in France, impairment on the 

breweries in Leeds and a German brewery and last losses on excess contracting of raw materials for 

2009.133 

  

                                                 
133 Annual Report, Carlsberg, 2008 
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Table 5.4 Forecasted Special Items 
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Special items, net 1,7 0,4 -0,7 -2,2 -0,2 -0,2 -0,2 -0,2 -0,2 -0,2 -0,2 -0,2 -0,2 -0,2 -0,2 

Source: Own creation 

We are not able to predict the development of special items since the actions causing the cost in our 

forecast are only known by the management. That is why we use an average of the four historical 

years. 

Depreciation and Amortization 

We forecast depreciation and amortization as a percent of net tangible fixed assets. Most of the 

depreciable assets purchased by Carlsberg are related to the company’s breweries; they include 

buildings and large machinery. 

Table 5.5 Forecasted Depreciation and Amortization 
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Depreciation and 

amortization 
14,8 15,7 13,4 10,7 13,6 13,6 13,6 13,6 13,6 13,6 13,6 13,6 13,6 13,6 13,6 

Source: Own creation 

The forecasted percent of net tangible fixed assets are an average of the historical.  

NCD 

Net cost of debt is a percent of net financial costs after tax in relation to NIBD. Further details on 

the NCD are discussed in section 4.0 Financial Analysis”. 

Table 5.6 Forecasted Net Cost of Debt 
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Net cost of debt 5,0 3,6 5,0 6,5 6,5 6,5 6,5 6,5 6,5 6,5 6,5 6,5 6,5 6,5 6,5 

Source: Own creation 
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The net cost of debt increases in 2008 as a consequence of increasing financial gearing relating to 

the acquisition of S&N. As we conclude in both 3.0 “Strategic Analysis” and 4.0 “Financial 

Analysis” the acquisition increases both the business and the financial risk of Carlsberg. We 

therefore believe that the 2008 level is appropriate for both the budget and the terminal period. 

Tax Rate 

We use the statutory tax rate to calculate the level of tax to subtract from EBIT. The statutory tax 

rate is further used to calculate the tax shield. 

Table 5.7 Forecasted Tax Rate 
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Statutory tax rate, 

Denmark 
28,0 28,0 28,0 22,0 22,0 22,0 22,0 22,0 22,0 22,0 22,0 22,0 22,0 22,0 22,0 

Effective tax rate 27,5 28,3 28,6 -11,2 22,0 22,0 22,0 22,0 22,0 22,0 22,0 22,0 22,0 22,0 22,0 

Source: Own creation 

The effective tax rate is very close to the statutory tax rate in the historical period. That is why we 

believe it is acceptable to make the simplification that it will remain the same in the forecast. In 

2008 this does not apply since the acquisition of S&N created a tax shield larger than the tax 

expenses. 

Total Non-Current Assets 

We forecast total non-current assets as a percent of net revenue according to theory.134 Intangibles 

mostly include goodwill and trademarks. Fixed assets are the company’s property, plant and 

equipment. 

  

                                                 
134 Koller et al. ”Valuation”, McKinsey and Company, 2005, pp. 262 
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Table 5.8 Forecasted Non-current Assets 
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Intangibles 54 51 47 35 35 35 35 35 35 35 35 35 35 35 35 

Fixed assets 53 50 49 57 57 57 57 57 57 57 57 57 57 57 57 

Other non-current 

assets 
4 2 2 4 4 4 4 4 4 4 4 4 4 4 4 

Source: Own creation 

We have adjusted the percent of intangibles in 2008 not to include the acquired intangibles of S&N. 

We keep the acquired goodwill separated and depreciate it by 2% per year. The ratio between old 

intangibles and revenue are expected to stay at 35 percent, the same as in 2008. 

Fixed assets are an average of the four historical years. This average is constant during the forecast 

period. 

Net Working Capital 

We forecast net working capital as a percentage of net revenue. Net working capital comprises 

current assets less current liabilities.  

Table 5.9 Forecasted Net Working Capital 
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Net working 

capital 
-10,4 -12,5 -10,8 -28,5 -25,9 -23,3 -20,8 -18,2 -15,6 -15,6 -15,6 -15,6 -15,6 -15,6 -15,6 

Source: Own creation 

There is a large difference between 2007 and 2008 due to the acquisition of S&N. NWC increases 

by more than revenue in 2008. “Deferred tax liabilities” and “other liabilities” cause the increase in 

NWC.  

We have decided to forecast the NWC as a weighted average between last year and the four 

historical years. The NWC in 2009 is forecasted as 80% of 2008 and 20% of 2005-2008. In 2010 

the weight changes to 60/40 and 40/60 in 2011. In 2013 the NWC is equal to the average of the 

historical years. 
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We have chosen to do so since we believe that the short term liabilities relating to the acquisition of 

S&N will be gradually reduced to a normal level by 2013. 

NIBD 

We expect Carlsberg to accelerate debt repayments during the explicit period in this scenario. We 

assume that short-term debt is paid down as first priority –the short-term debt amounts to 5.291 

million in 2008135. In our forecast the total repayments amount to a total of 8.247 million during the 

explicit period.  

NOPAT 

Net operating profit after tax is an estimate of what Carlsberg would earn if they didn’t have any 

debt. NOPAT is used later in the valuation for calculating economic value added (EVA). 

Table 5.10 Forecasted NOPAT 
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NOPAT 2.106 2.666 3.217 5.525 4.993 5.363 5.903 6.442 6.953 7.392 7.986 8.365 8.754 9.152 11.175 

 Source: Own creation 

The NOPAT is increasing during the explicit period as a consequence of increasing revenues. The 

estimate in 2009 is decreasing compared to the year before because of the tax shield in 2008. 

Free Cash Flow 

Free cash flow is the NOPAT adjusted for depreciation & amortization, changes in NWC and net 

investments. 

Table 5.11 Forecasted FCF 
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Free cash 

flow 
788 3.827 1.309 -59.124 1.741 3.478 3.491 3.185 3.869 6.732 7.563 8.193 8.534 8.885 8.789 

 Source: Own creation 

                                                 
135 Annual report 2008, Carlsberg 
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The investment from the acquisition of S&N causes a large negative cash flow in 2008. The level in 

the explicit period is a lot higher compared to the historical period. This development is caused by 

the large expansions of operations and cost efficiency. 

5.1.2 Scenario – Best Case 

Best case involves Carlsberg utilizing its strengths stated in our SWOT-analysis, in particular the 

strong position on the Russian market. Furthermore, the scenario involves that the global financial 

and economical crisis fades out from early 2010. Combined, this scenario will result in increased 

revenues and of course affect all the posts related to net revenue. 

As the global economical activities pick up speed and general consumption increases, so will beer 

consumption. We showed in section 3.0 “Strategic Analysis”, that beer consumption is closely 

correlated to general consumption. This economical growth is the foundation for the increasing 

revenues of Carlsberg. 

Net Revenue 

Table 5.12 Forecasted Net Revenue – Best Case 
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Western Europe -0,5 3,7 0,6 35,3 4,7 4,0 4,0 4,0 4,0 4,0 4,0 4,0 4,0 2,0 2,0 

Eastern Europe 19,4 15,4 28,0 30,7 15,8 10,0 12,0 14,0 12,0 10,0 8,0 6,0 4,0 2,0 2,0 

Asia 11,1 41,4 10,3 40,1 23,1 18,0 18,0 25,0 20,0 15,0 10,0 7,0 5,0 2,0 2,0 

Net revenue growth 4,3 7,5 7,8 27,4 9,7 7,1 8,0 9,7 8,8 7,6 6,3 5,2 4,1 2,0 2,0 

 Source: Own creation 

In Western Europe, the growth in net revenue is primarily driven by growth in GDP in the zone.  

Eastern Europe is recovering from the financial crisis and picks up the habit of favoring beer from 

other types of alcoholic drinks. Furthermore, we expect that Carlsberg manages to perform 

additional acquisitions in the region, utilizing the understanding of the business environment 

acquired from the strong presence in Russia and the Baltic countries. 

Asia is as observed in section 3.0 “Strategic Analysis” an attractive market because of an expected 

increasing beer consumption per capita and attractive economical and cultural developments 

recently.  
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In this scenario, we expect recovering Asian economies and increasing beer consumption. 

Furthermore, we expect that Carlsberg gradually increases its operations in the region with rising 

net revenues from the region as a consequence. 

Below we visualize how the above mentioned scenario affects NOPAT and the free cash flows, 

respectively. 

Change in NOPAT Compared to Most Likely 

Table 5.13 Forecasted Change in NOPAT – Best Case 
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Change in NOPAT - - - - 127 371 706 1.093 1.538 2.073 2.598 3.084 3.477 3.605 3.737 

Source: Own creation 

Over the budget period we see an increase in the NOPAT driven by our assumption regarding to the 

growth in net revenue.   

Change in Free Cash Flow Compared to Most Likely 

Table 5.14 Forecasted Change in FCF - Best Case 
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Change 

in FCF 
- - - - -817 -1.504 -1.589 -1.875 -1.974 -1.485 -685 129 1.224 3.132 3.255 

 Source: Own creation 

The reason that FCF is lower compared to most likely be that net investments are increasing as net 

revenue increase.  

5.1.3 Scenario – Worst Case 

The last scenario is taking the threats and weaknesses from our SWOT analysis as starting point. 

The financial crises is not fading out during the explicit period which results in low margins, 

increased rivalry among existing players and increasing bargaining power from the consolidating 

supermarkets. 
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As the global crises continues the opportunity for further investments in Asia diminish. Carlsberg’s 

cash cow is not providing enough resources caused by low margins. As a result Carlsberg misses 

the possibility to gain from the world largest beer market due to their relative low market share. 

Net Revenue 

Table 5.15 Forecasted Net Revenue – Worst Case 
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Western Europe -0,5 3,7 0,6 35,3 2,7 1,0 1,0 1,0 1,0 1,0 1,0 1,0 1,0 1,0 2,0 

Eastern Europe 19,4 15,4 28,0 30,7 8,8 2,0 4,0 4,0 4,0 3,0 2,0 2,0 2,0 2,0 2,0 

Asia 11,1 41,4 10,3 40,1 2,1 4,0 6,0 6,0 6,0 6,0 6,0 2,0 2,0 2,0 2,0 

Net revenue growth 4,3 7,5 7,8 27,4 4,7 1,5 2,3 2,4 2,4 2,1 1,7 1,4 1,4 1,4 2,0 

Source: Own creation 

Carlsberg’s effort to sell more super premium products fails due to the financial crises. The 

consumer in Eastern Europe goes away from beer in favor of liquor. The Russian economy 

continues to suffer from the economical instability.  

As of the poor performance from Carlsberg’s cash cow and growing markets it is not possible to 

invest in the Asian market. Since their relative market share is too low, the competitors take over 

the market. 

Change in NOPAT Compared to Most Likely 

Table 5.16 Forecasted Change in NOPAT – Worst Case 
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Change in 

NOPAT 
- - - - -1.334 -1.617 -2.028 -2.433 -2.806 -3.124 -3.615 -3.906 -4.205 -4.513 -4.795 

Source: Own creation 

The effect of the consolidating supermarkets causes cost of sales to increase and by that lowering 

the NOPAT. Increasing rivalry and higher cost are causing the profit to drop compared to most 

likely. 
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Change in Free Cash Flow Compared to Most Likely 

Table 5.17 Forecasted Change in FCF – Worst Case 
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Change in FCF - - - - -298 -794 -1.141 -841 -1.533 -2.430 -3.016 -3.443 -3.729 -4.025 -4.628 

Source: Own creation 

A positive change in FCF in 2009E and 2012E compared to most likely is caused by lower net 

investments in worst case due to a lower increase in revenue. 

5.2 Part Conclusion 

In this section we calculated the budgets and forecast of Carlsberg’s financial performance of 2009-

2018 and terminal period. We forecasted three different scenarios with origin of the SWOT from 

section 3.0 “Strategic Analysis”. 

The effect from the Excellence Programmes, the financial crisis and debt burden is handled 

differently in these three scenarios. The size of debt has crucial influence on Carlsberg’s 

possibilities to expand on growth markets such as Eastern Europe and Asia. 

Most likely is a scenario in which Carlsberg integrates its acquired businesses in and utilize 

synergies. The different Excellence Programmes is implemented and the effect is immediately 

showing. This has a positive effect on the cost of sales and operating expenses. 

The financial crisis is affecting the first couple of years. The top priority is to engage in debt 

repayments which initially lower or eliminates the possibility of acquisitions. 

Best case scenario shows the same positive effect from the Excellence Programmes. Carlsberg is 

utilizing their strong position on the Russian market to gain increasing future revenue from this 

region. The financial crisis is over in 2010 and the free cash flow is used to increase investments in 

Asia. 

In the last scenario called worst case, Carlsberg is not gaining the same positive effect from the 

Excellence Programmes. The financial crisis is not fading out during the explicit period which 

results in a limited increase in revenue and low margins. Investments in Asia are not possible at a 

level that will make the region contribute significantly to growth.  
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The three scenarios will lead to three different valuations and reveal to what extent the price of 

Carlsberg depends on the development of the nature of the macro environment Carlsberg operates 

in. 
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6.0 Valuation 

The purpose of this section is to perform the final valuation of Carlsberg. Firstly we discuss the 

theory behind DCF and EVA in detail as well as the pros and cons of each model. Secondly we 

derive the discount factor that both models rely on in order for us to discount Carlsberg’s future 

cash flows or future economic profit.  

Thirdly we incorporate the discount rate and our inputs from section 5.0 “Budget and Forecast” 

into our selected valuation models. In this paragraph will end up with a quantitative measure of the 

value of Carlsberg. In continuation of the valuation, the inputs are validated with the use of a 

sensitivity analysis. 

Finally we close the section with a multiple analysis and compare the value of Carlsberg with the 

one we estimated in DCF and EVA. 

6.1 Discussion of the Valuation Models 

DCF and EVA are capital value-based models that estimate the Enterprise Value (EV in the 

following) by valuing the future cash flows of a company, adjusted for risk and the time value of 

money. These cash flows were estimated in section 5.0 “Budget and Forecast” as either the future 

free cash flows (FCF in the following) or the net operating profit after tax (NOPAT in the 

following).  

The purpose of our valuation models is to calculate a price per share of Carlsberg. This is the same 

as the total market value of equity divided by the number of shares. The models calculate equity as 

EV minus the market value136 of the company’s debt.  

The discount rate that is used to calculate the present value of the future cash flows is the weighted 

average cost of capital (WACC in the following). The WACC is estimated in paragraph 6.2 

“Weighted Average Cost of Capital”.  

Both models consist of a two-periodic cash flow; a budget period and a terminal period. In short, 

the explicit forecasted period entail explicitly forecasted value drivers which are results of the 

strategic and financial analysis combined. The terminal period is a perpetuity of which the different 

value drivers are held constant. 

                                                 
136 In this case we use numeric values 
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In the terminal period Carlsberg is in a steady state which means that we have a constant growth, 

margins, capital turnover, and WACC. Depending of the length of the explicit forecasted period, the 

terminal period often represents a relatively large part of the EV.  

The length of the explicit forecasted period does not directly affect the EV. Incorrect conclusions 

regarding growth prospects of a firm may be drawn if the forecasted budget period is too short. This 

may lead to an underestimation of growth if the assumption of return on newly deployed capital, not 

exceeding WACC is deployed after a forecasted budget period of only 5 years instead of 10. 

The estimated EV when both DCF and EVA are applied should be the same if the models are 

constructed correctly. This means we eliminate technical errors by using both models as a safety 

check.  

Next, we explain the assumptions, pros and cons of the models. At the same time we explain why 

we favor these valuations methods. 

6.1.1 Assumptions 

The first assumption to our models is the going concern. It assumes that Carlsberg will continue its 

operations in perpetuity. The significance of this concept is that the assets of Carlsberg is not valued 

at their “break-up” value, which is the amount that they would sell for if they were sold off 

piecemeal. 

The second assumption is called clean surplus accounting which means that all changes in 

shareholder equity that do not result from transactions with shareholders (such as dividends, share 

repurchases or share offerings) are reflected in the income statement. Residual income valuation 

models such as EVA assume that there is a clean surplus137. 

Dirty surplus accounting occurs when some items - most notably foreign currency translation 

adjustments and certain pension liability adjustments - are adjusted from shareholder equity without 

passing through the income statement. 

A third assumption, only relevant to DCF, is that all excess capital are either paid out as dividend 

or invested into a project with a return equal to WACC.  

                                                 
137 Definition from www.finansial-education.com 
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6.1.2 Pros of DCF and EVA 

Both models encompass an adjusted level of risk as they use WACC as discount rate. Since all cash 

flows are uncertain they are discounted at a rate that reflect this uncertainty rather than at the risk 

free rate. 

DCF depends on actual cash flows going in and out of the firm valuated. Accounting policy used by 

the company138 is hence less significant and since “earnings” which is an accounting post, is not 

used in this kind of valuation, we believe that the inputs for this method are less exposed to 

manipulation and therefore of higher quality. 

6.1.3 Cons of DCF and EVA 

Both models are highly dependent of the inputs used in each of them. The accuracy of our estimated 

value depends on our assumptions in section 5.0 “Budget and Forecast” regarding revenue growth, 

cost efficiency, measured by ROIC, and debt repayments affecting capital costs. Our estimation of 

risk is also implemented in the WACC.  

The above mentioned assumptions and inputs for our valuation models are created based on our 

findings in section 3.0 “Strategic Analysis” and 4.0 “Financial Analysis”. From our strategic 

analysis we investigate the foundations for future growth potential and our financial analysis of 

Carlsberg form the starting point from which we can forecast the level of key future value drivers 

such as ROIC. 

Contrary to DCF, the EVA is dependent to the accounting policy used by the company subject for 

the valuation. ROIC plays a key role in EVA-valuation and the quality of the information found in 

financial statements is therefore of significant importance. 

On a year-on-year basis, EVA is an excellent method to evaluate the performance of any company. 

By measuring ROIC against WACC we see if the company manages to create value for its owners. 

This is not apparent when looking at accounting figures which do not take the opportunity cost of 

capital into consideration. 

                                                 
138 Thomas Plenborg & Dan L. Otzen 



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 109 of 146 

 

6.2 Weighted Average Cost of Capital – WACC 

Weighted average cost of capital is a company’s cost of capital in which each category of capital is 

proportionately weighted. All capital sources – common stock, preferred stock, bonds and other 

long-term debt – are included in the WACC.139 

The WACC is estimated by the use of the following equation:140  

WACC * ����
���� � �1'��2 3 ��� 3 �1 �  	 � �1'��2

���� � �1'��2 3 45 

In this definition of the WACC estimate we have only two types of financing which is interest 

bearing debt and equity.  

The debt ratio is calculated as market value of total debt in proportion to the sum of net interest 

bearing debt (NIBD) plus market value of equity. The weight of equity is a reciprocal value of the 

debt ratio. 

Definitions of the required rate of return from equity ke are examined in paragraph 6.2.1 “Capital 

Asset Pricing Model” and the required rate of return from debt NCD in paragraph 6.2.2 “Net cost of 

debt”. There are different methods to calculate the ke where we have chosen the capital asset 

pricing model (CAPM) as stated in paragraph 1.2 “Methodology”. 

  

                                                 
139 Elling, “Regnskabsanalyse og værdiansættelse”, Gjellerup, 2nd edition 2005, pp 54-55 
140 Plenborg ”Notat om den statsautoriserede revisors arbejde i forbindelse med værdiansættelse af virksomheder eller   
     virksomhedsandele”, Rådgivningsudvalget, 2002, pp. 50 
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6.2.1 Capital Asset Pricing Model – CAPM 

The idea behind CAPM is that investors need to be compensated in two ways: time value of money 

and risk. The time value of money is represented by the risk-free rate rf and compensates the 

investor for placing money in any investment over a period of time.  

The other half of the formula reflects risk and calculates the compensation investors need for taking 

on additional risk. This is calculated by using a risk measure β (beta) that compares the returns 

expected for investing in a company to the return of the market portfolio over a period of time. The 

difference between the risk free rate and the return of the market portfolio is called the market 

premium (rm-rf).
141  

45 * �6 � 78���9	 � �6: 

The time value of money and risk are going to be examined in the following three subsections. 

6.2.1.1 Risk Free Rate 

The risk free rate is a theoretical term which does not exist in practice. Thus, investors commonly 

use the interest rate on a government bond with duration between 3 months and 10 years. 

It is recommended to use an effective rate on the risk free asset with a long duration. This is in 

accordance with the duration on the free cash flows both in the budget and terminal period. A 10 

year Danish government bond is used as the best fit to a risk free rate.142  

The average rate on a 10 year Danish government is calculated to be 4%143 for a period of five 

years. This is the risk free rate we will use in the rest of the analysis. 

6.2.1.2 Beta 

According to the CAPM, a stock’s expected return is driven by beta, which is a quantitative 

measure of the volatility of the Carlsberg stock, relative to the overall market, in our case the 

OMXC20. Since beta cannot be observed directly, we must estimate its value.  

To do this, we first measure a raw beta using regression and then improve the estimate with our 

results from the strategic analysis. 

                                                 
141 Definition from www.investopedia.com 
142 Plenborg ”Notat om den statsautoriserede revisors arbejde i forbindelse med værdiansættelse af virksomheder eller   
     virksomhedsandele”, Rådgivningsudvalget, 2002, pp. 53 
143 See calculations in appendix 41 
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The most common regression used to estimate a company’s raw beta is the market model: 

%; * < � 7%9 � = 

Market research by McKinsey indicates that there are two important observations we need to take 

into account as we perform our regression.144  

1. Raw regressions should use at least 60 data points (e.g., five years of monthly returns). 

Rolling betas are graphed to examine any systematic changes in a stock’s risk. 

2. Raw regressions should be based on monthly returns. Using shorter return periods, such as 

daily and weekly returns, leads to systematic biases. 

Next we have to define the measurement period so it contains a suitable set of data. We have 

decided to follow the two observations made by McKinsey. We therefore use a five year period 

with monthly observations and we will now argue why it is important for us not to use a longer 

period of time. 

Figure 6.1 show the rolling 60-month beta so we are able to visually inspect for any changes.  

Figure 6.1 Beta of Carlsberg in the Period: 2000-2009 

 

Source: Datastream 

                                                 
144 Koller et al. ”Valuation”, McKinsey and Company, 2005, pp. 313-314 
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The historical beta has changed between 0.35 in late 2002 and 1.3 at the end of 2008. The large 

increase of beta since mid 2008 is caused by the acquisition of S&N. As stated in paragraph 3.1.2 

“Eastern Europe”, the full ownership of BHH has made Carlsberg very exposed to developments 

in the Russian economy. 

As Carlsberg becomes more dependent of the Eastern European market, Carlsberg risk profil 

changes and the beta of Carlsberg increases. This means that the Carlsberg stock becomes more 

volatile compared to the market portfolio. This structural change causes us to weigh the recent data 

more heavily when we estimate the future beta of the company. 

In the market model, the stock’s return is regressed against the market’s return. Table 6.1 shows the 

results of the regression with three different periods using monthly returns.  

Table 6.1 Historical Beta of Carlsberg 

 
1 year 5 years 10 years 

Beta 1.53 1.19 0.76 

Number of observations 12 60 120 

Source: Own creation based on data from DataStream 

As the table 6.1 shows, the estimated beta is very dependent on the measurement period. By using a 

period of 1 year we reach a beta of 1.53 which only includes the stock and market return since the 

acquisition of S&N. Even though this seems as an appropriate period since we believe that it 

reflects the future structure of Carlsberg, it violates with the first observation and the estimate might 

be biased.  

The beta drops to 1.19 if we extend the measurement period to include 5 years of data. This 

estimate is statistically correct as we use more observations and at the same time fulfill observation 

1. Lastly we estimate a beta of 0.76 by using a period of 10 years; this estimate is not relevant 

because it underestimates the risk of the company’s new changes. 

We need a beta that reflects the present and future profile of Carlsberg and also contain enough 

observations to result in an unbiased result. If we choose the estimated beta of 1.19 then we would 

be underestimating the risk of the company so we have to use a higher beta. The beta we are using 

to calculate WACC is 1.3. 



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 113 of 146 

 

A beta above 1 is more volatile than the overall market, while a beta below 1 is less volatile. A beta 

of 1.3 means a gain or loss of 13% every time the market gains or losses 10%. This indicates that 

the Carlsberg stock is relatively steady in relation to the market portfolio.  

This observation is in line with the characteristics about resilient products as discussed in paragraph 

3.1.1 “Western Europe”. 

6.2.1.3 Market premium 

The market premium is defined as the difference between the expected return on the market 

portfolio and the risk-free rate. Calculating the market premium is not easy because it is very 

sensitive to changes in the estimation period. That is why many experts and companies often end up 

with the different results. 

Estimates on the market premium can be categorized into two main groups; an estimate based on 

historical data or one based on expectations to the future. In this valuation we are going to use the 

results from both groups to reach what we believe are an appropriate market premium.  

We have collected excess returns based on both estimates of historical excess returns and 

professional investors’ expectations in table 6.2. 

Table 6.2 Excess Returns from Various Sources 

Source Period Average return 

Global Financial Data Inc145 1983-2002 7.2% 

Global Financial Data Inc 1970-2002 5.2% 

ValueInvest Asset Management146 1900-2007 5% 

Jyske Bank147 2002 4% 

Market research by PwC148 2005 3-5.5% 

PriceWaterhouseCoopers149 2009 4-5% 

Source: Different reports and articles on excess return 

  

                                                 
145 Saabye, ”Risikopræmien på aktier”, Handelsbanken, 2002  
146 Petersen, ”Mysteriet om risikopræmien”, ValueInvest Asset Management, 2009 
147 www.npinvestor.dk, ”Nedjustering af risikoopræmie på aktier”, Jyskebank, 2002 
148 www.pwc.com, Prisfastsættelsen på aktiemarkedet, PwC, 2005 
149 www.pwc.com, Economic Profit (EVA), 2009 
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The first three sources have analyzed the market risk premium based on historical returns including 

dividend. PwC and Jyske Bank have estimated the market risk premium on their own expectations 

to the future. Market research by PwC is a survey that is performed every year involving 

professional Danish investors.150 

Historical excess returns are a reasonable proxy for future premiums if the level of risk aversion has 

not changed over the analyzed period.151 Recent studies have shown that the risk-return tradeoff 

increases monotonically with the consumption wealth ratio across time152. We have decided to use 

the estimates from this method as a second opinion. 

Expected excess returns lies in the range of 3-5.5% - the same range as the survey conducted by 

PwC. Since the market risk premium in Denmark is lower than on Carlsberg’s other market we 

have decided to minimize the range to 4-5.5%. 

We now use the estimate from ValueInvest Asset Management since they have the most recent and 

at the same time longest history. A long history both reduces estimation error and minimizes the 

effect from consumption wealth. That is why we choose to go on with a market risk premium at 5%. 

6.2.1.4 Calculation of CAPM 

The required rate of return from equity ke  is: 

45 * �6 � 7>���9	 � �6? * 4% � 1.3 
 5% * 10.5% 

6.2.2 Net Cost of Debt 

The cost of debt is used to calculate the WACC of Carlsberg. It is calculated as the net financial 

cost divided by the NIBD. We use the financial number from the annual report 2008 since it 

includes the increased financial gearing that appeared after the acquisition of S&N. 

The net cost of debt is calculated to be 6.46%. 

                                                 
150 Corporate finance divisions, investment bankers and institutional investors. 
151 Koller et al. ”Valuation”, McKinsey and Company, 2005, pp. 304 
152 Yang et al. ”Does Aggregate Relative Risk Aversion Change Countercyclically over time?”, 2006 
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6.2.3 Market Value of Equity 

As the formula demonstrates, to calculate the WACC, we need to use the market value of equity. 

Since the purpose of this valuation is to calculate the market value of equity another estimate has to 

be used. 

This requirement leads us to the following iterative procedure:153 

A. Guess on the market value of equity 

B. Calculate a WACC by using the equity value of A.  

C. This WACC is used to calculate the FCF and at the end a new EV that leads to an estimation 

of the market value of equity 

D. The difference between the estimates from C. and the estimate from A. has to equal 0 

E. Excel has a program called “solver” that uses iteration to solve this problem  

The proxy for market value of equity is estimate to be equal to $56.051 million. 

6.2.4 Estimation of WACC 

We have made the assumption that the book value of debt can be used as a proxy for the market 

value of debt. 

WACC * 43.255
99.306 3 6.46% 3 �1 � 0.28	 � 56.051

99.306 3 10.5% * 8.12% 

This is the WACC we are using in our valuation models DCF and EVA. 

6.3 Discounted Cash Flow - DCF 

The discounted cash flow approach is a valuation method that discounts a company’s future free 

cash flows (FCF) and the output is the EV. The discount rate used is the WACC which is explained 

in paragraph 6.2 “Weighted Average Cost of Capital – WACC”. 

The free cash flow is calculated as operating cash flow minus capital expenditures. It represents the 

cash that a company is able to generate after laying out the money required to maintain or expand 

its asset base.154 

                                                 
153 www.sam.sdu.dk – lecture in business analysis 
154 Definition from www.investopedia.com 
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Figure 6.2 Calculation of DFC 

 

Source: Notat om den statsautoriserede revisors arbejde, rådgivningsudvalget, 2002 

The enterprise value of the company is described by the following equation:155 

�IJ * K (�(+
�1 � &���	+

L

+M-
� (�(L,-

&��� � � 3 1
�1 � &���	L 

The equation is divided into two sections. The first section of the equation is the future free cash 

flows of the budget period discounted with the weighted cost of capital as discount rate. The second 

section is the present value of the terminal period. The terminal period is valued using Gordon’s 

Constant Growth equation. 

  

                                                 
155 Plenborg, Notat om den statsautoriserede revisors arbejde i forbindelse med værdiansættelse af virksomheder eller   
     virksomhedsandele, Rådgivningsudvalget, 2002, pp. 44 

+

...

Market value of NIBD 

Enterprise Value (EV) 

Present value of terminal period 

Present value of budget period 

FCF 10+FCF 10FCF 4FCF 3FCF 2FCF 1

                               Budget period                       Terminal period 

Estimated value of the company equity 

=

-

=
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Table 6.3 Valuation Using DCF  
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Free cash flow 
 

1.741 3.478 3.491 3.185 3.869 6.732 7.563 8.193 8.534 8.885 8.789 

WACC 
 

8,12% 8,12% 8,12% 8,12% 8,12% 8,12% 8,12% 8,12% 8,12% 8,12% 8,12% 

Discount 
 

0,92 0,86 0,79 0,73 0,68 0,63 0,58 0,54 0,50 0,46 
 

Value 
 

1.610 2.975 2.762 2.330 2.618 4.213 4.378 4.386 4.226 4.069 
 

Sum of value 33.568 
           

Terminal value 65.738 
           

EV 99.306 
           

NIBD -43.255 
           

Equity value 56.051 
           

Shares outstanding 152.554.000 
           

Price per share 367 
           

 Source: Own creation 

Table 6.3 shows the final valuation of Carlsberg from the FCF to a price per share. “Sum of value” 

is equal to the present value of the free cash flow for the next ten years. This value added with the 

terminal value is equal to EV. The equity value is EV minus the company debt ultimo 2008. Equity 

value divided with the number of shares gives us the price per share. 

Our most likely scenario from section 5.0 “Budget and Forecast” estimates the price per share at 

DKK 367 per share. 

This means that we believe Carlsberg is underpriced with more than DKK 100 per share. We expect 

Carlsberg to pay off on the debt for the first couple of years and then benefit from the end of the 

financial crises. 

The effect from the excellence programme shows a positive effect during the whole forecast period. 

The most important driver to explain our estimate is that we believe that the Eastern European 

market will recover and performs similar to a star. 

6.3.1 Valuing Best and Worst Case 

Next we are going to comment on the valuation of the other two scenarios from section 5.0 “Budget 

and Forecast”. By using the more optimistic approach, also named best case, the price per share is 

estimated to be DKK 466.  
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This increase is primarily caused by an even greater performance in Eastern Europe. We expect the 

effect from excellence programmes to be the same. 

The worst case lowers the share price to 162 Danish kroner. This is almost 100 Danish kroner lower 

per share than the observed price. The reason is a lower growth in revenue as explained in 

paragraph 5.1.3 “Worst Case”. 

6.4 Economic Value Added - EVA 

EVA can be applied as a measure of performance evaluation that adjusts accounting performance 

with a charge reflecting investors’ required return on investment. A company with positive EVA is 

creating value for its shareholders; likewise, a company with a negative EVA is destroying value. 

Destroying value is the failure of a company’s ability to invest the shareholders money at a higher 

rate than the opportunity cost. The opportunity cost is the rate that the shareholders could expect to 

receive from investing into a project or company with the same risk. We use the WACC as the 

opportunity cost. 

Figure 6.3 Calculation of EVA 

 

Source: Notat om den statsautoriserede revisors arbejde, rådgivningsudvalget, 2002 

 

+

...

Market value of NIBD 

Enterprise Value (EV) 

Present value of terminal period 

Present value of budget period 

EVA 10+EVA EVA EVA EVA EVA 

                               Budget period                       Terminal period 

Estimated value of the company equity 

=

+

=

+ Invested capital 

Market value added (MVA) =
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The enterprise value of the company is described by the following equation:156 

�IJ * �� � K ����� + � &��� 
 ��+N-	
�1 � &���	+

L

+M-
� ����� L,- � &��� 
 ��L	

&��� � � 
 1
�1 � &���	L 

EVA is calculated as the difference between the NOPAT and the opportunity cost of invested 

capital. This opportunity cost is determined by the WACC and the amount of capital employed. 

Table 6.4 Valuation Using EVA  
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NOPAT 
 

4.993 5.363 5.903 6.442 6.953 7.392 7.986 8.365 8.754 9.152 11.175 

WACC 
 

8,12% 8,12% 8,12% 8,12% 8,12% 8,12% 8,12% 8,12% 8,12% 8,12% 8,12% 

Cost of capital 
 

8.420 8.685 8.838 9.034 9.298 9.549 9.602 9.637 9.651 9.668 9.690 

EVA 
 

(3.427) (3.322) (2.934) (2.592) (2.345) (2.157) (1.616) (1.271) (897) (517) 1.485 

Discount 
 

0,92 0,86 0,79 0,73 0,68 0,63 0,58 0,54 0,50 0,46 
 

Value 
 

(3.170) (2.842) (2.322) (1.896) (1.587) (1.350) (936) (681) (444) (237) 
 

Invested capital 103.664 
           

Sum of value -15.463 
           

Terminal value 11.105 
           

EV 99.306 
           

NIBD -43.255 
           

Equity value 56.051 
           

Shares outstanding 152.554.000 
           

Price per share 367 
           

Source: Own Creation 

As we see from table 6.4, Carlsberg is not creating value for its owners during the explicit 

forecasted period. We already stated that in the profitability analysis where we saw that Carlsberg’s 

ROIC did not exceed the WACC.  

The inputs for this valuation model are based on our assumptions, stated in section 5.0 “Budget and 

Forecast”, only shows positive EVA figures in the terminal period. We believe that we have made 

sensible assumptions and we end up with the same price per share as when we applied the DCF and 

we can conclude that we have applied our EVA model correctly.  

                                                 
156 Plenborg, Notat om den statsautoriserede revisors arbejde i forbindelse med værdiansættelse af virksomheder eller   
     virksomhedsandele, Rådgivningsudvalget, 2002, pp. 84 
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We can also infer that Carlsberg shows a positive development throughout the budget period but 

only manages to show a positive economic profit in the terminal period. 

6.5 Sensitivity Analysis 

The quality of this valuation depends on our assumptions regarding the estimated variables in our 

models. Since assumptions are connected with uncertainty it is necessary to finish the DCF and 

EVA with a sensitivity analysis. 

We are going to use two-variable data tables to illustrate the sensitivity of the stock price when 

specific variables change. The variables of interest are terminal growth (g), WACC and NIBD.  

Economists state that terminal nominal growth cannot exceed that of the economy. It is only in the 

explicit period that the growth of a company can be abnormal. Beyond this period the growth 

(terminal growth rate) is set constant and equal to the level of the economy. In this valuation we are 

using the historical level of inflation in Denmark as terminal growth rate.157  

A significant portion of Carlsberg’s future cash flows will be generated beyond the 10-year forecast 

period. The value of these cash flows is recognized in the terminal value calculation. The 

uncertainty connected to this calculation is very important to classify as 66% of the Enterprise 

Value in DCF originate from the terminal value. 

Table 6.5 illustrates the stock price of Carlsberg as we change terminal growth and WACC all other 

variables are held constant. The green values symbolize a higher estimated price compared to the 

actual price of 255.5158 where the red values symbolize a lower price. It is the most likely scenario 

from section 5.0 “Budget and Forecast” that is used as a financial basis trough out this sensitivity 

analysis.  

  

                                                 
157 See Appendix 41 
158 The actual price of Carlsberg is observed 21st of April 2009  
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Table 6.5 Estimated Stock Price of Carlsberg with Changes in WACC and g 

  
Terminal growth (g) 

  
 

1.0% 1.5% 2.0% 2.5% 3.0% 

W
A

C
C

 

6.12% 585 652 735 842 982 

7.12% 422 465 515 576 652 

8.12% 307 335 367 406 452 

9.12% 221 240 262 288 317 

10.12% 154 168 184 201 222 

Source: Own creation 

Our estimate of DKK 367 per share is based on a terminal growth of 2% and a WACC of 8.12%. 

Since this estimate is higher than the stock price observed as of the 21st of April 2009 we 

recommend a buy on the Carlsberg stock.  

If we assume the WACC is correctly estimated then the stock is underpriced regardless to the 

terminal growth. As we increase the terminal growth with 1% the stock price increases with 23% 

and it decreases with 16% as the terminal growth decreases with 1%. 

If we make the opposite comparison then a 1% increase in WACC causes a 29% decrease to the 

stock price and a 1% decrease causes a 40% increase.  

The share price is more affected to changes in WACC than changes in terminal growth. This brings 

us to a deeper analysis of the variables used to calculate the WACC. These are the variables we 

discussed in paragraph 6.2 “Weighted Average Cost of Capital – WACC”.  

Table 6.6 illustrates the volatility of the WACC and stock price as beta changes. Beta is, as 

explained earlier, the volatility on the Carlsberg stock, relative to the overall market. The beta range 

from 0.9 to 1.7 to include all historical beta from table 6.1. 
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Table 6.6 Effect on WACC and Stock Price when Beta Changes 

   
Terminal growth (g) 

Beta WACC 1.0% 1.5% 2.0% 2.5% 3.0% 

0.9 6.99% 440 485 538 603 685 

1.1 7.56% 368 403 444 493 554 

1.3 8.12% 307 335 367 406 452 

1.5 8.69% 255 278 304 334 370 

1.7 9.25% 211 230 251 275 303 

 Source: Own creation 

The 1-year historical beta of 1.53 increases the WACC with 7% and thereby decreases the stock 

price with 17%. If we use a beta with a historical period longer than one year the recommendation 

is buy regardless to the terminal growth. 

Another parameter involved when estimating the WACC estimate is the excess market return from 

table 6.2. The effect on WACC from changes in this variable is reflected in table 6.7.  

Table 6.7 Effect on WACC and Stock Price when R(m) Changes 

  
Terminal growth (g) 

R(m) WACC 1.0% 1.5% 2.0% 2.5% 3.0% 

1.0% 5.19% 808 920 1068 1271 1566 

3.0% 6.66% 491 543 606 684 784 

5.0% 8.12% 307 335 367 406 452 

7.0% 9.59% 187 204 223 244 269 

9.0% 11.06% 104 115 126 139 154 

 Source: Own creation 

A two percent higher excess market return increases the WACC with 18% and thereby lowers the 

estimated stock price from 367 to 223. This results in a sell recommendation because the estimated 

price is lower than the observed price. 
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The market research performed by PwC showed that leading Danish institutional investors operate 

with an excess market return between 3-5.5%. All values of market return within this range results 

in a higher estimated stock price compared to the observed price. 

The last parameter we are analyzing to observe changes in WACC is the NCD. Table 6.8 illustrates 

the change in both WACC and stock price as NDC changes.  

The cost of debt has a direct effect on WACC as it affects the impact of the tax shield. It also affects 

the FCF as the change in “net financial posts” affects NOPAT. 

Table 6.8 Effect on WACC and Stock Price when NCD Changes  

  
Terminal growth (g) 

NCD WACC 1,0% 1,5% 2,0% 2,5% 3,0% 

4,50% 7,46% 395 432 476 529 593 

5,50% 7,80% 348 380 418 462 516 

6,46% 8,12% 307 335 367 406 452 

7,50% 8,47% 262 291 319 352 391 

8,50% 8,81% 232 253 277 306 339 

Source: Own creation 

The effect on WACC from the change in NCD is not as decisive as the change in the market 

premium. If NCD increases 2% then WACC increases with 8.5% and the estimated stock price 

declines from 367 to 291. 

Since the effect on WACC from changes in NDC is much lower than the other examples we end the 

sensitivity tests on the inputs to WACC by summing up the results from R(m) and beta in table 6.9.  
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Table 6.9 The Effect on Stock Price when R(m) and Beta Changes 

  
Excess market return R(m) 

  
 

1.0% 3.0% 5.0% 7.0% 9.0% 

B
e

ta
 

0.9 1180 776 538 382 271 

1.1 1122 684 444 293 189 

1.3 1068 606 367 223 126 

1.5 1018 538 304 166 76 

1.7 971 479 251 120 36 

Source: Own creation 

The conclusion is that the excess market return is the variable that could change the 

recommendation from buy to sell.  

The stock price changes between 251 and 776 with an excess market return at 3-5%. This 

diversification still reminds us that there is a large risk connected with the calculation of WACC.  

The second part of the sensitivity analysis is where we analyze the effect on the stock price due to 

changes in the size of NIBD. 

Table 6.10 Effect on Stock Price when NCD and NIBD Changes 

   
Change in NIBD 

   
-20% -10% 0% 10% 20% 

N
C

D
 

4,50% 533 504 476 448 419 

5,50% 474 446 418 389 361 

6,46% 424 396 367 339 311 

7,50% 376 348 319 291 263 

8,50% 334 306 277 249 221 

Source: Own creation 

Our estimate of DKK 367 per share is based on a terminal growth of 2% and a NCD of 6.46%. The 

NCD is higher than earlier years due to the acquisition of S&N. Carlsberg has obtained some short 

term loans as part of the financing. 
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The short term loans are 15.309 million of the 43.230 million in bank borrowings with a time to 

maturity of 1-2 years. Last year the same figure was 480 million.159 

As we see from the table above, only significant changes in both the size of NIBD and the cost of 

debt, can force the price per share below the price we have observed. The recent increase in the size 

of Carlsberg’s debt has several implications.  

Firstly, the debt has to be refinanced at some point which might increase the level of interest. The 

financial crisis has made banks increase the “net interest spread” which has increased the cost of 

liquidity. The part of Carlsberg’s debt that has to be refinanced first is due in 2011 and according to 

CFO Jørn P. Jensen this part of Carlsberg’s debt might already be paid off by then.   

Secondly, the increased level of debt will, ceteris paribus, increase equity owners’ required return 

since they are residual owners. Should Carlsberg, contrary to our expectations, face financial 

distress, the equity owners would probably incur the biggest loss. 

Third implication of the large level of debt is the fact that Carlsberg’s credit rating might be 

negatively affected by the large bureaus if the ratio of “total debt”/EBITDA deviates significantly 

from a ratio of 3.5.   

                                                 
159 Carlsberg, Annual report note 25, 2007 and 2008 
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If Carlsberg fails to meet such a requirement this will violate debt covenants made with Carlsberg’s 

banks which in worst case can force Carlsberg to renegotiate the terms of the bank loans.160 This 

would of course involve more expensive debt. 

Since the table above only takes the nature of the debt into consideration we only see a part of the 

consequences related to more expensive debt. More expenses related to debt will of course have a 

negative effect on cash flows that could have been used to payments on existing debt.  

We are aware of the fact that the changes we have imposed in this sensitivity analysis are imposed 

with all other factors held constant. It still gives us an idea of how our valuation model works and 

how the different variables affect the outcome. 

6.6 Applying Multiples 

We now include a multiples-based valuation of Carlsberg and the peer group. We do that to test the 

plausibility of our cash flow based valuation models. We will define an “industry multiple” which 

will be calculated based on a weighted average from our Carlsberg and our peer group. The industry 

multiples will be applied on relevant key ratios to calculate the enterprise value (EV) of Carlsberg.  

We will also Compare the multiple Carlsberg is trading on and compare that with the ones of 

Heineken and Inbev. We have earlier argued that Carlsberg is comparable with both Inbev and 

Heineken and consequently the companies should trade at the same multiple.  

We will use possible differences in the multiples of Carlsberg and the peer group to investigate 

where Carlsberg over- or under perform.  

We have chosen to use the price/earnings ratio (P/E in the following) and EV/EBITDA being the 

most commonly used.  

When using multiples, the value drivers (either earnings or EBITDA) have crucial influence on the 

multiple calculated. As a consequence, it is critical that accounting standards of the analyzed 

companies are uniform.  

  

                                                 
160 ”Kapløb med tiden for at nedbringe gæld”, Børsen, November 6th 2008 
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Using multiples is very simple compared to using cash flow-based models but this method has 

several drawbacks. 

1. Analyzed companies must have equivalent growth potential 

2. Value drivers are based on accounting figures which can be manipulated opposing cash 

flows 

3. Uniform accounting standards are crucial 

4. Much weight on a single value driver 

As we state in section 4.0 “Financial Analysis”, we have made sure that the accounting standards of 

Carlsberg, Heineken, and Inbev are uniform and the financial statements are comparable. 

6.6.1 EV/EBITDA 

The advantage of this multiple is that the value driver (EBITDA) is taken relatively early in the 

income statement. As a result, differences in depreciation practices and financial gearing will not 

have any effect, and a comparison of different companies, will be more valid using EBITDA. 

When we look at the multiples found in the database “Corporate Focus Screener”161 we see that 

Carlsberg and Heineken are on the same level and experiences similar developments. Inbev is in 

2008 on a significantly higher level, but the multiple drops from 2009 and is just above Heineken’s 

and Carlsberg’s level from 2009.  

We have decided not to take the multiple for 2009 into consideration since the multiple for that year 

is affected by the changes in the capital structures of both Carlsberg and Inbev that took places 

during 2009.  

The above mentioned characteristics are in line with our findings in paragraph 4.2 “Profitability 

Analysis”.  

The multiple EV/EBITDA expresses a company’s ability to generate incoming cash flows while 

taking capital employed to do so, into consideration. This is somehow related to how we calculated 

ROIC in paragraph 4.2 “Profitability Analysis”.   

                                                 
161 See appendix 42 
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To calculate the multiple based value of Carlsberg we will multiply the multiple found in the 

database “Corporate Focus Screener” with our forecasted EBITDA.  

We also derive a multiple based on a weighted average of the peer group we have used throughout 

the project. The weighted average multiple, consisting of Heineken and Inbev is in the following 

called “peer weighted average”.  

In a perfect world, the three companies should trade at a similar multiple. We apply the peer 

average multiple to Carlsberg’s EBITDA to derive the estimated price per share which is found 

under “Price per share, average”.  

For the year 2009 we see that Carlsberg EV/EBITDA is close to our findings from DCF and EVA 

which was a price of DKK 367 per share.  

Table 6.11 EV/EBITDA 

 
2008 2009E 2010E 

Heineken 7,32 7,18 6,84 

Anheuser-Busch Inbev 15,51 8,9 8,53 

Peer weighted average 13,70 8,52 8,16 

Carlsberg A/S 7,7 7,38 6,77 

Carlsberg A/S (our findings) 9,83 7,23 6,91 

Price per share, average 597,70 465,87 465,41 

Source: Own creation 

As we see above, Carlsberg is trading at a significantly lower multiple than the ”peer weighted 

average”. We will comment on that in a following paragraph. 

6.6.2 P/E 

The P/E ratio is often used as a quick and dirty method to examine whether a stock is over- or 

underpriced. Again, comparable companies should be trading at a similar multiple.  

Since the P/E involves earnings as the denominator, this multiple can entail noise in the form of 

different accounting practices inter alia, in regards to depreciations. We still find it interesting to use 

the multiple to address potential deviations from our results from our cash flow-based valuations. 
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We have also found a weighted average for this multiple, and again we have found the data from 

the “Corporate Focus Screener” database. Since this multiple involves number of shares 

outstanding, we have used average number of shares outstanding in the calculation of the multiple 

for 2008. We found the average number of shares outstanding in Carlsberg’s annual report for 2008. 

When we look at the data from the “Corporate Focus Screener”, we see that the “peer weighted 

average” P/E multiple is marginally higher than the one of Carlsberg. The data from “Corporate 

Focus Screener” states that Carlsberg should trade at a lower multiple than our peer group.  

Our own findings which are observed for 2008 and based on our forecasts for 2009-10 show a 

somewhat higher multiple for the Carlsberg stock, than we observed from the database, but still 

lower than the average of the peer group.  

Table 6.12 P/E 

 
2008 2009E 2010E 

Heineken 10,53 10,36 9,25 

Anheuser-Busch Inbev 13,12 13,52 11,8 

Peer weighted average 12,55 12,82 11,24 

Carlsberg A/S 10,93 11,38 9,31 

Carlsberg A/S (our findings) 11,63 14,27 12,39 

Price per share 275,77 229,53 231,64 

Source: Own creation 

If we used the “peer group average” we would end up with a share price of DKK 275.77 which is 

7.9% higher than the observed share price as of the 21/4 2009. The negative trend of the share price 

conflicts with our results from the cash flow-based valuations where we expect the price to be DKK 

367 per share. The following will further analyze our findings. 

6.7 Evaluating Multiples 

As mentioned before, valuations based on multiples only are risky, since this kind of valuation is 

highly exposed to different kinds of noise. We put a lot of weight on one single value driver, in our 

case, either EBITDA or earnings. By doing that we implicitly assume that one value drive contains 

information about the present and future state of Carlsberg.  
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Firstly, we will analyze what causes the differences in the prices between Carlsberg and the peer 

group. Secondly, we will examine what have caused the deviations between our cash flow and the 

multiple-based valuation. 

6.7.1 Drivers of Value; Multiples 

As we found above, there are differences in the multiples on which Carlsberg, Heineken, and Inbev 

is trading. We have earlier argued that the companies are comparable, and therefore should trade at 

similar multiples. We do, however, see a difference between the multiples of Carlsberg and the peer 

group and we will now try to point out the reasons for these differences. 

In general the following factors cause multiples to differ between comparable firms: 

Table 6.13 Factors Causing Differences in Multiples across Comparable Firms 

Factors affecting multiples within a peer group 

Future growth in revenue Higher expectations regarding future growth 

leads to relatively higher multiples 

Future growth in earnings Higher expectations to future earnings leads to 

relatively higher multiples 

Uncertainty regarding earnings Higher multiples when relatively lower 

uncertainty 

Strategic position Higher multiple when a relatively stronger 

strategic position 

Quality of earnings Higher multiple when showing a relatively 

higher quality of earnings 

Differences in capital structure Higher multiple when operating with a 

relatively lower financial gearing 

Source: Plenborg and Gruelund 

The table above shows the factors we find relevant when analyzing why Carlsberg in general trades 

at lower multiples than Heineken and Inbev. The factors indicate that general market expectations 

are the primary driver behind different multiples. Both the EV/EBITDA and the P/E multiples 

express how much investors are willing to pay for the cash flows of the respective companies. 
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As a logic consequence, if we assume that investors are risk-averse, a relatively large and certain 

cash flow will be valued higher than alternative investments. As we mentioned in section 4.0 

“Strategic Analysis”, Carlsberg is gets a large part of its cash flows from the stagnant Western 

European market and another large share from the more risky Eastern European market.  

We also found that Carlsberg is playing a relatively small role on the attractive Chinese beer 

market, especially in the Eastern part of the country. All in all, this weakens both the strategic 

position of Carlsberg as well as the certainty of future growth. We therefore find it naturally that 

Carlsberg’s multiples are at a lower level than the peer group used throughout this valuation. 

6.7.2 Drivers of differences between multiple- and cash flow-based valuation 

We will now comment on the different results of the valuation methods used. As mentioned earlier, 

we have not taken our results from the multiple analysis using 2008 figures into consideration.  

Table 6.14 Outcome from Different Valuation Models 

Method Min. Value,  DKK Most likely, DKK Max value, DKK 

EV/EBITDA 465,41 
 

465,87 

P/E 229,53 
 

231,64 

DCF 162,33 367 466,29 

EVA 162,33 367 466,29 

Source: Own creation 

As we see from the above table, there is a significant difference when applying the two different 

multiples on Carlsberg. The price of Carlsberg based on the P/E ratio is lower, since the P/E ratio is 

affected by the Capital structure of Carlsberg and hence takes large loans taken when acquiring 

S&N.  

The large difference in the results of the two multiple analyses shows the weakness, as described 

earlier, of using multiples as a valuation method. We do, however, observe that our results from the 

multiples valuation, is somehow close to the results of our different cases in our DCF analysis.  

The price of DKK 367 per share seems fair and we therefore find Carlsberg undervalued by the 

market and expect the share price to increase shortly. 
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7.0 Conclusion 

The purpose of this master’s thesis has been to estimate a theoretical value of Carlsberg’s equity as 

of the 21st of April 2009. In order to reach the fair value of Carlsberg’s equity, we have conducted a 

thorough analysis of Carlsberg’s main markets and financial capabilities.  

Carlsberg’s main markets were analyzed in the strategic analysis in which we separated these 

markets into three regions; Western Europe, Eastern Europe, and Asia.  

We started the strategic analysis from a macro perspective preceding a sector analysis focusing on 

the accessibility and attractiveness of the brewing industry. We compared the strategic position of 

Carlsberg with the one of our selected peer group’s in order to validate our findings. 

From the analysis of the macro environment we found that beer is a resilient product and the level 

of beer consumption is closely related to the development of GDP. 

In Western Europe we found that the level of beer consumption is stagnating and organic growth is 

almost impossible to achieve. We concluded that the means of increasing profits here will be to 

increase margins either by increasing the sales of premium products or by focusing on lowering 

costs.  

Eastern Europe has experienced both impressive growth in GDP, up until the global financial crisis, 

and a cultural change favoring beer consumption. The recent growth in beer consumption per capita 

is slowing down and we stated that future growth possibilities lies within increasing the amount of 

premium products sold in the region. 

The Asian market is characterized by relatively low beer consumption per capita and holds a large 

growth potential. Purchasing power is relatively low in this region and we found that the possibility 

to utilize economies of scale will be important. 

In our sector analysis we estimated the rivalry among the existing firms in order to determine the 

attractiveness and hence the possible profitability of operating in this sector. 
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In Western Europe we found that the sector is consolidated and the nature of competition is a 

differential oligopoly with a CR4 of 43%. These characteristics of the Western European market 

leads to a high level of competition and combined with the decreasing consumption in the region, 

we found Carlsberg’s possibilities for future growth limited.  

In the Eastern European region we saw a high CR4 of 73% and again a differential oligopoly. 

Because of the market growth in this region, we conclude that the level of competition is medium 

despite of the high concentration rate. 

Asia has a CR4 of 35% and therefore a relatively low concentration rate. The competition is 

monopolistic - the market is unconsolidated and consists of many small players. The relative large 

market growth in this region amplifies the attractiveness of these markets and we see large 

opportunities for both organic as well as acquired growth here.          

From our competitor analysis we learned that both our peer group and Carlsberg have focused on 

improvements of margins by implementing efficiency programs. The three companies also carry out 

similar marketing actions but the companies seem to focus on different regions. Inbev is relatively 

strongly represented in Asia, Heineken in Western Europe, and Carlsberg is the market leader in 

Eastern Europe. 

In order to evaluate the future prospects of Carlsberg’s operations we applied a modified PLC 

model. We used it to estimate the states of Carlsberg’s primary markets and found Western Europe 

was a mature market, Eastern Europe a growth market, and Asia a market in the introduction stage. 

We found that Carlsberg, by acquiring the remaining 50% of BBH, manages to collect a significant 

share of its revenue from a growth market.  

In order to evaluate how Carlsberg is performing relative to its closest competitors we applied the 

BCG matrix. Again, we separated the analysis in regions and found the following characteristic for 

each region. 

In Western Europe we observed that Carlsberg has a high relative market share. This gives 

Carlsberg a competitive advantage since Carlsberg is able to utilize economies of scale and hence 

increase profit margins. The Western European market is mature and showing small growth figures. 

We classify Carlsberg’s operations in Western Europe as a “cash cow”. 



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 134 of 146 

 

The Eastern European market is becoming of increasing importance for Carlsberg. Carlsberg has a 

high relative market share here and the market conditions are favorable with satisfactory growth 

figures. Again, Carlsberg can benefit from economies of scale. This region consists of growth 

markets and therefore requires large investments. We classify the Eastern Europe region as a “Star” 

We determined that Asia is a region with high growth in beer sales. Carlsberg has a low relative 

market share because of which we conclude that this region is a “question mark”.  

From our strategic analysis we learned that Carlsberg manage to make large investments in growth 

markets such as the Russian. These investments are financed by the strong position in the Western 

European region. 

Our financial analysis evaluates the historical performance of Carlsberg and compares it with the 

peer group. We will use our conclusions from this section as a starting point in our budget and 

forecast. Our financial analysis consists of three major components; profitability, growth, and risks. 

From our profitability analysis we learned that Carlsberg has shown a positive trend during 2005-07 

with a small drop in 2008. When looking at ROIC, Carlsberg is at a significantly lower level than 

the peer group during 2005-07. In 2008 the peer group and Carlsberg is at the same level, but due to 

noise in 2008 we interpret the figures from this year with cautions. 

We found that the reasons behind Carlsberg’s relatively low profitability are both founded in a poor 

cost-revenue relation measured by EC and an average level of ROT. From our common-size and 

trend analysis we found that Carlsberg’s profitability is deteriorated by a relatively high “cost of 

sales” 

In our growth analysis we saw that Carlsberg increased profitability in 2005-07, characterized by 

earnings growing more than revenues. We also concluded that there was a positive trend in EVA in 

this period. Lastly, we found that Carlsberg manage to finance the growth of the company without 

tearing on its liquidity. 

In the risk analysis we concluded that the primary risk Carlsberg faces is related to the operations in 

Russia and is of financial nature. Partly from the debt burden related to the acquisition of S&N and 

partly from the relatively unstable currency of Russia. These financial risks contribute to the overall 

risk profile of Carlsberg that we conclude to medium. 
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Our budget takes its starting point in the results of the financial analysis which constitutes the 

historical development. The future trend is determined on the basis of our strategic analysis. In 

order to comply with a changing macro environment we created three possible scenarios; most 

likely, best case, and worst case.   

Most likely is a scenario in which Carlsberg integrates its acquired businesses in order to create 

synergies. The different excellence programmes is implemented and the effect is immediately 

showing. This has a positive effect on the cost of sales and operating expenses. 

The financial crisis is affecting the first couple of years. The top priority is to engage in debt 

repayments which initially lower or eliminates the possibility of acquisitions. 

Best case scenario shows the same positive effect from the excellence programmes. Carlsberg is 

utilizing their strong position on the Russian market to gain increasing future revenue from this 

region. The financial crisis is over in 2010 and the free cash flow is used to increase investments in 

Asia. 

In Worst case, Carlsberg is not gaining the same positive effect from the Excellence Programmes. 

The financial crisis is not changing during the explicit period which results in a limited increase in 

revenue and low margins. Substantial investments in Asia are not a possibility. 

Our valuation analysis uses the DCF and EVA to estimate the value of Carlsberg. Both models meet 

the necessary assumptions which give us reliable estimates. 

An important input to the valuation models is the company WACC which we used as discount 

factor to both valuation models. We estimated the WACC to be equal to 8.12%. 

The estimated price per share is DKK 367 in our most likely scenario. The worst and best case 

scenario is DKK 162 and DKK 466. 

When we compare our estimated price per share from the most likely scenario with the observed 

price of DKK 255 we then conclude that Carlsberg is underestimated. 
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We validate our findings by performing a sensitivity analysis. The analysis showed that the WACC 

and the parameters constituting the WACC have the largest impact on our end results. We do, 

however, believe that the WACC we estimated is based on thorough research and we are absolutely 

confident in our findings.  

We applied multiples and found that Carlsberg is trading at lower multiples than our peer group. 

We highlighted the reasons for the relatively low multiples which primarily is founded in; risk 

profile, profitability, and future growth potential.  



Valuation of Carlsberg 

Morten Saxild & Christian Blomqvist 

 
 

 
Page 137 of 146 

 

8.0 Final Thoughts 

The purpose of this section is to put our results of this master’s thesis into perspective and shed 

light over future possibilities for Carlsberg. We will look at future prospects of the three main 

regions of Carlsberg and also mention which factors we believe lie behind the difference in the 

theoretical value we estimate and the price per share we have observed as of the 21st of April 2009. 

8.1 Future Prospects of the Three Main Regions 

This entire master’s thesis is founded on the assumption that Carlsberg’s main markets can be 

divided into three regions – each of one having distinctive features regarding value drivers, end user 

characteristics, distribution channels etc. We will now bring our ideas of how the three regions will 

develop in future and which possibilities Carlsberg has on each region. 

8.1.1 Western Europe 

As we have already mentioned, this region is mature and saturated. It will be difficult for Carlsberg 

to gain additional markets shares because of intense competition and we do not expect any large 

mergers or acquisitions since this would result in two much market power concentrated at one 

single player.  

Since the possibilities for both organic and inorganic growth are more or less non-existing, we do 

not expect any large changes in this region. We expect Carlsberg to focus on profitability, 

especially in this region. Carlsberg can do this using two means; increasing the sales of premium 

products and by focusing on cost reduction.  

We believe that Carlsberg can introduce new premium products in Western Europe; one example is 

the Somersby Apple Cider which was successfully introduced on the Scandinavian market in the 

spring of 2008.162 

Heineken, which is the market leader in Western Europe, sets a standard regarding profitability we 

think Carlsberg should be able to meet. We know that Carlsberg has already initiated the Excellence 

Programmes which aims to increase profitability, but we believe that further progress should be 

made. This becomes evident when we look at our estimated ROIC in the explicit forecast. 

                                                 
162 www.carlsbergroup.dk 
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8.1.2 Eastern Europe 

This region has secured Carlsberg impressive growth figures recently, but because of already 

mentioned macro economical factors, the increasing dependency on this region has made Carlsberg 

a more risky company.  

Being emerging economies, we know that the respective countries in this region are significantly 

affected by the global financial and economical crisis. Not at least Russia from which Carlsberg 

collect large cash flows.  

As has been seen many a times, the market leader will leave the crisis in better shape than its 

competitors. With that in mind, we expect Carlsberg to strengthen its position in this region and 

especially in Russia. Carlsberg can use the position here as a platform to expand operations to other 

markets such as others former members of the Soviet Union. 

As these markets will become attractive, consolidation will take place and Carlsberg will have an 

edge compared to Heineken and Inbev because of experiences drawn from Russia. In other words, 

we expect further growth from the Eastern European region, even though the Russian market seem 

to reach a state of maturity, we see opportunities here for further future growth. 

8.1.3 Asia 

The Asian market is definitely where huge growth opportunities lie in future. Especially China is 

interesting as beer consumption has increased recently and the country is now the largest beer 

market in the world. However, Carlsberg has entered this attractive market a bit too late and 

vaguely.  

Carlsberg is present in the Western part of China which is not that attractive yet. Consolidation is 

now taking place in the Eastern region and as Carlsberg is focused on reducing debt levels we 

expect Carlsberg to miss the opportunity to become a large player in China.  

We believe that Carlsberg can gain significant markets shares in other markets in Asia. India is a 

market that is in an early stage and Carlsberg should focus on timing investments there as the 

market matures.  

In short, we expect it to be a while before the Asian region will be responsible for a significant 

share of Carlsberg’s operations. 
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8.2 Theoretical versus Observed Price per Share 

The price per share we find from our analysis that we believe to be correct deviates notably from 

the price we observed on the cut-off date. To be exact; we observed a price of DKK 255,5 per share 

the 21st of April 2009 and our findings reveals a price of DKK 367 per share in the most likely 

scenario.  

We believe this divergence of approximately 44% is primarily founded in two factors. 

Demand/supply mechanisms on the stock market and the risk profile of investors.  

We think the global economical crisis has changed investor preferences in a way that fixed income 

securities are preferred to stocks. That being the general attitude combined with Carlsberg investing 

heavily in emerging and hence more risky markets might have caused risk-averse investors to sell 

out of Carlsberg stock and hereby put a downwards pressure on the price of Carlsberg.  

In addition to the above, we believe that the changes in the global financial environment have 

caused investors to increase the risk premium they demand for investing in stocks. To be specific, 

when investors discount Carlsberg cash flows they have adjusted the discount factor to meet the 

more risky business environment. 

The deviation of 44% is of course noteworthy but we are sure that as the crisis wears off we will see 

an upwards swing in the stock price of Carlsberg. 

Finally, we attribute the relatively low observed price to the fact that Carlsberg is listed with dual 

class shares.  From paragraph 2.3.1.1 “Dual Class Shares Implications” we learned that an 

ownership structure involving dual class shares induce a discount on firm value. We will not state 

that the ownership structure of Carlsberg, is alone, causing the entire discount, but we know that 

empiric studies show that a company like Carlsberg will trade at some discount as a consequence of 

its ownership structure. 
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Appendix 1 – European Commission 

Why are mergers examined at the European level? 

While companies combining forces (referred to below as mergers) can expand markets and bring 

benefits to the economy, some combinations may reduce competition. Combining the activities of 

different companies may allow the companies, for example, to develop new products more 

efficiently or to reduce production or distribution costs. Through their increased efficiency, the 

market becomes more competitive and consumers benefit from higher-quality goods at fairer prices. 

However, some mergers may reduce competition in a market, usually by creating or strengthening a 

dominant player. This is likely to harm consumers through higher prices, reduced choice or less 

innovation. Increased competition within the European single market and globalisation are among 

the factors which make it attractive for companies to join forces. Such reorganisations are welcome 

to the extent that they do not impede competition and hence are capable of increasing the 

competitiveness of European industry, improving the conditions of growth and raising the standard 

of living in the EU. The objective of examining proposed mergers is to prevent harmful effects on 

competition. Mergers going beyond the national borders of any one Member State are examined at 

European level. This allows companies trading in different EU Member States to obtain clearance 

for their mergers in one go. 

Which mergers are examined by the European Commission? 

If the annual turnover of the combined businesses exceeds specified thresholds in terms of global 

and European sales, the proposed merger must be notified to the European Commission, which 

must examine it. Below these thresholds, the national competition authorities in the EU Member 

States may review the merger. These rules apply to all mergers no matter where in the world the 

merging companies have their registered office, headquarters, activities or production facilities. 

This is so because even mergers between companies based outside the European Union may affect 

markets in the EU if the companies do business in the EU. Th e European Commission may also 

examine mergers which are referred to it from the national competition authorities of the EU 

Member States. This may take place on the basis of a request by the merging companies or based on 

a request by the national competition authority of an EU Member State. Under certain 

circumstances, the European Commission may also refer a case to the national competition 

authority of an EU Member State. 

When are mergers prohibited or approved? 

All proposed mergers notified to the Commission are examined to see if they would significantly 

impede effective competition in the EU. If they do not, they are approved unconditionally. If they 

do, and no commitments aimed at removing the impediment are proposed by the merging firms, 

they must be prohibited to protect businesses and consumers from higher prices or a more limited 

choice of goods or services. Proposed mergers may be prohibited, for example, if the merging 

parties are major competitors or if the merger would otherwise significantly weaken effective 

competition in the market, in particular by creating or strengthening a dominant player. 
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When does the European Commission approve mergers conditionally? 

However, not all mergers which significantly impede competition are prohibited. Even if the 

European Commission finds that a proposed merger could distort competition, the parties may 

commit to taking action to try to correct this likely effect. They may commit, for example, to sell 

part of the combined business or to license technology to another market player. If the European 

Commission is satisfied that the commitments would maintain or restore competition in the market, 

thereby protecting consumer interests, it gives conditional clearance for the merger to go ahead. It 

then monitors whether the merging companies fulfill their commitments and may intervene if they 

do not. 

Source: The European Commission 

  



Appendix 2 – Regional Market Data, Western Europe 

 

Market share on Western Europe 

 

 

Company Market share, % 

Heineken NV 21,2 

InBev 9,4 

Carlsberg A/S 8,4 

Oetker-Gruppe 4 

Others 56,9 

Total 99,9 
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Appendix 2 – Regional Market Data, Eastern Europe 

 

Market share on Eastern Europe 

 

Company Market share, % 

InBev 18,5 

Heineken 15,2 

SABMiller 14,6 

Carlsberg 24,7 

Others 27 

Total 100 
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Appendix 2 – Regional Market Data, Asia 

 

Market share on Asia 

 

Company 
Market share, 

% 

China Resources Enterprise Co Ltd 12,4 

Tsingtao Brewery Co Ltd 8,9 

Beijing Yanjing Brewery Co Ltd 7,2 

InBev 6,7 

Carlsberg A/S 1,3 

Others 63,4 

Total 99,9 
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Appendix 3 – Substitute Products 

Asia Pacific 2003 2004 2005 2006 2007 2008 
% change 03-

08 

Peaking 

in 

Trend since 

peak 

Alcoholic drinks - '000 litres 36.690.200 38.229.300 40.453.800 43.819.700 47.357.000 51.197.900 39,54% 2008 - 

Beer - '000 litres 27.660.100 29.071.500 31.148.800 34.372.800 37.625.100 41.109.800 48,62% 2008 - 

Cider/perry - '000 litres 1.543 1.417 1.317 1.280 1.265 1.218 -21,04% 2003 -21% 

RTDs/High-strength premixes 

- '000 litres 
565.635 612.548 664.315 657.429 607.907 585.962 3,59% 2005 -11,70% 

Wine - '000 litres 2.177.900 2.217.400 2.266.600 2.351.600 2.493.900 2.633.200 20,91% 2008 - 

Spirits - '000 litres 6.284.914 6.326.438 6.372.763 6.436.585 6.628.810 6.867.739 9,27% 2008 - 

Eastern Europe 
         

Alcoholic drinks - '000 litres 20.895.200 22.111.300 23.517.500 24.883.000 27.131.900 28.071.500 34,34% 2008 - 

Beer - '000 litres 15.125.900 16.158.000 17.411.600 18.722.200 20.848.900 21.613.200 42,89% 2008 - 

Cider/perry - '000 litres 14.128 19.849 28.280 41.437 51.125 58.417 313,48% 2008 - 

RTDs/High-strength premixes 

- '000 litres 
452.921 513.982 553.732 623.935 559.327 617.712 36,38% 2006 -1% 

Wine - '000 litres 2.366.400 2.451.200 2.544.800 2.593.500 2.759.700 2.903.300 22,69% 2008 - 

Spirits - '000 litres 2.935.878 2.968.248 2.979.021 2.901.914 2.912.812 2.878.830 -1,94% 2005 -3,40% 

Western Europe 
         

Alcoholic drinks - '000 litres 26.313.100 26.256.000 26.476.300 26.945.500 27.110.900 27.152.900 3,19% 2008 - 

Beer - '000 litres 15.383.700 15.395.700 15.532.000 15.878.400 15.881.300 15.813.800 2,80% 2007 -0,40% 

Cider/perry - '000 litres 455.320 460.690 485.410 546.503 575.408 600.754 31,94% 2008 - 

RTDs/High-strength premixes 

- '000 litres 
686.818 642.067 648.723 685.528 751.747 790.512 15,10% 2008 - 

Wine - 000 litres 8.506.000 8.471.100 8.522.100 8.535.300 8.584.800 8.621.700 1,36% 2008 - 

Spirits - '000 litres 1.281.256 1.286.492 1.288.095 1.299.725 1.317.683 1.326.070 3,50% 2008 - 

 



Appendix 4 – Consumer Expenditures, Western Europe and Asia 
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Appendix 5 – Consumer Expenditures, Eastern Europe 
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Appendix 6 – PLC Framework 

 

 

Source: Own creation 

Porter described a products life cycle by the following four stages - introduction, growth, maturity 

and decline.  At the first stage the product is introduced on the market which is related to high costs, 

low demand and low sales volume. If the product is accepted by the customers it can continue to the 

growth stage where sales volume increases and costs are reduced due to economies of scale. This is 

the first stage where the company is gaining a profit from its investments. There is also the risk that 

the customers don’t accept the new product and it will continue to the decline stage.  

When a product reaches the maturity stage and the sales volume peaks, it generates an increased 

cash flow to the company. The industry profit is lower compared to the growth stage due to a lower 

price as rivalry among the existing firms is increased. At this stage the company has the opportunity 

to extend the life of the product or make it decline.  
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Appendix 7 – BCG Matrix 

The theory is based on the observation that a company’s strategic business units can be classified 

into four categories based on combinations of market growth and market share relative to the largest 

competitor, hence the name “growth-share”.  

Market growth serves as a proxy for industry attractiveness, and relative market share serves as a 

proxy for competitive advantage. The growth-share matrix thus maps the business unit positions 

within these two important determinants of profitability.  

To ensure long-term value creation, a company should have a portfolio of products that contains 

both high-growth products in need of cash inputs and low-growth products that generate a large 

cash flow. 

This theory assumes that an increase in relative market share will result in an increase in the 

generation of cash. This assumption often is true because of the experience curve; increased relative 

market share implies that the firm is moving forward on the experience curve relative to its 

competitors, thus developing a cost advantage
1
.  

A second assumption is that a growing market requires investment in assets to increase capacity and 

therefore results in the consumption of cash. Thus the position of a business unit on the growth-

share matrix provides an indication of its cash generation and its cash consumption. 

The four categories to place the company’s business units within are star, cash cow, dog and 

question mark.  

 

                                                 
1 A cost advantage such as economies to scale is discussed in paragraph 3.2.1.1 “Threat of New Entrants” 



 

A star is a business unit that is characterized by a high market growth and a high market share 

relative to its competitors. As mentioned above it is costly to keep up with the increasing market but 

in the long run the star might turn into a cash cow.  

A cash cow is a business unit with a high market share in a mature market. Because growth is low 

and market conditions are more stable, the need for heavy marketing investments is less. But high 

relative market share means that the business unit should be able to maintain unit costs below those 

of competitors. The cash cow should then be a cash provider e.g. to finance the star or question 

mark.  

The question mark is a business unit in a growing market, but without a high market share. In such 

a situation it is necessary to price low or spend high amounts on advertising and selling, or both. It 

has a potential to become a star but it might also eat up investments or result in low margins in 

seeking to beat competition and gain share. 

The dog is a business unit with a low share in a static or declining market. This is the worst 

category because the market is both unattractive and the business unit has no competitive 

advantage. The outcome is most likely low or negative profit margins. 
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Appendix 8 – BCG Matrix Based on Regional Data 
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Appendix 9 – Relative Market Share of Carlsberg and its Peer Group (BCG) 

The yellow lines indicate a product by Carlsberg and the orange lines indicate a product of BBH 

(owned by Carlsberg). 

Relative market share in Asia 

Brand Company name (GBO) 2004 2005 2006 2007 

Harbin Anheuser-Busch Cos Inc 67% 72% 50% 34% 

Sedrin InBev - - 33% 24% 

Cass InBev 21% 26% 15% 11% 

Double Deer InBev 19% 23% 15% 9% 

Heineken Heineken NV 16% 18% 12% 8% 

Budweiser Anheuser-Busch Cos Inc 16% 18% 13% 8% 

Jinlongquan InBev 16% 18% 10% 7% 

Shiliang InBev 12% 13% 8% 5% 

KK InBev 12% 15% 8% 5% 

Jinling InBev 7% 8% 5% 3% 

Carlsberg Carlsberg A/S 9% 10% 5% 3% 

Huanghe Carlsberg A/S 5% 8% 5% 3% 

BaiSha InBev 7% 8% 5% 2% 

OB InBev 14% 10% 5% 2% 

Bir Bintang Heineken NV 5% 5% 3% 2% 

Wusu Carlsberg A/S 7% 5% 3% 2% 

Cafri InBev 2% 3% 2% 1% 

Dali Carlsberg A/S 2% 3% 2% 1% 

Baltika 5 Baltic Beverages Holding AB (BBH) 2% 3% 2% 1% 

 

  



Relative market share in Eastern Europe 

Brand Company name (GBO) 2004 2005 2006 2007 

Chernigivske InBev 74% 76% 74% 86% 

Baltika Baltic Beverages Holding AB (BBH) 87% 80% 74% 86% 

Zywiec Heineken NV 78% 76% 74% 71% 

Klinskoye InBev 83% 72% 63% 68% 

Ochota Heineken NV 52% 56% 59% 61% 

Arsenalnoe Baltic Beverages Holding AB (BBH) 74% 72% 67% 61% 

Baltika 7 Baltic Beverages Holding AB (BBH) 48% 52% 52% 61% 

Tuborg Carlsberg A/S 30% 32% 44% 57% 

Tolstyak InBev 57% 68% 63% 54% 

Sibirskaya InBev 48% 40% 48% 54% 

Baltika 3 Klassicheskoye Baltic Beverages Holding AB (BBH) 57% 52% 48% 54% 

Yarpivo Baltic Beverages Holding AB (BBH) 65% 56% 52% 46% 

Rogan InBev 39% 44% 41% 36% 

Heineken Heineken NV 26% 32% 33% 36% 

Tatra Heineken NV 52% 48% 41% 36% 

Slavutych Baltic Beverages Holding AB (BBH) 30% 24% 26% 36% 

Nevskoye Baltic Beverages Holding AB (BBH) 26% 24% 30% 32% 

Volga Baltic Beverages Holding AB (BBH) 43% 36% 33% 32% 

Staropramen InBev 30% 28% 26% 29% 

Stella Artois InBev 26% 28% 30% 29% 

Jelen InBev 26% 20% 22% 29% 

Bergenbier InBev 22% 24% 26% 29% 

Warka Heineken NV 43% 28% 30% 29% 

Carlsberg Carlsberg A/S 26% 24% 26% 29% 

DV Baltic Beverages Holding AB (BBH) 26% 32% 30% 29% 

Golden Brau Original Heineken NV 26% 20% 22% 25% 

Lvivske Baltic Beverages Holding AB (BBH) 17% 20% 22% 25% 

Uralsky Master Baltic Beverages Holding AB (BBH) 22% 20% 22% 25% 

Ozujsko InBev 30% 28% 22% 21% 

Beck's InBev 13% 16% 19% 21% 

Don Baltic Beverages Holding AB (BBH) 22% 20% 19% 21% 

Volzhanin InBev 22% 20% 19% 18% 

Borsodi InBev 30% 24% 19% 18% 

Bochkarov Heineken NV 30% 20% 19% 18% 

Lav Carlsberg A/S 13% 16% 19% 18% 

Harnas Carlsberg A/S 13% 20% 15% 18% 

Zhigulevskoye Baltic Beverages Holding AB (BBH) 17% 16% 19% 18% 

Bucegi Heineken NV 13% 12% 15% 14% 

Okocim Carlsberg A/S 17% 20% 15% 14% 

 



Relative market share in Western Europe 

Brand Company name (GBO) 2004 2005 2006 2007 

Heineken Heineken NV 100% 100% 100% 100% 

Carlsberg Carlsberg A/S 88% 85% 85% 80% 

Amstel Heineken NV 81% 79% 79% 74% 

Kronenbourg Scottish & Newcastle Plc 81% 76% 79% 71% 

Stella Artois InBev 78% 73% 70% 60% 

Foster's Scottish & Newcastle Plc - - 64% 57% 

Cruzcampo Heineken NV 50% 48% 45% 46% 

Beck's InBev 38% 39% 45% 43% 

Jupiler InBev 41% 39% 39% 37% 

John Smith's Scottish & Newcastle Plc 31% 33% 33% 31% 

Tuborg Carlsberg A/S 31% 33% 33% 29% 

Holsten Carlsberg A/S 25% 21% 24% 23% 

Buckler Heineken NV 19% 21% 24% 23% 

Hasseröder InBev 25% 24% 24% 23% 

Tennent's InBev 25% 24% 21% 20% 

Sagres Scottish & Newcastle Plc 22% 21% 21% 20% 

Moretti Heineken NV 13% 15% 18% 17% 

Feldschlösschen Carlsberg A/S 16% 15% 15% 14% 

Tetley's Carlsberg A/S 19% 15% 15% 11% 

Franziskaner InBev 13% 12% 12% 11% 

Hoegaarden InBev 9% 9% 9% 11% 

Leffe InBev 9% 9% 12% 11% 

Karhu Carlsberg A/S 13% 9% 9% 9% 

Koff Carlsberg A/S 6% 6% 9% 9% 

Gösser Heineken NV 9% 9% 9% 9% 

Zipfer Heineken NV 13% 12% 9% 9% 

Maes Scottish & Newcastle Plc 9% 9% 9% 9% 

Astra Carlsberg A/S 6% 6% 6% 6% 

Lübzer Carlsberg A/S 6% 6% 9% 6% 

Pripps Blå Carlsberg A/S 6% 6% 6% 6% 

Splügen Carlsberg A/S 6% 6% 6% 6% 

Venus Pilsner Carlsberg A/S 6% 6% 6% 6% 

33 Export Heineken NV 9% 6% 6% 6% 

Desperados Heineken NV 3% 3% 3% 6% 

Dreher Heineken NV 6% 6% 6% 6% 

Prinz Heineken NV 6% 6% 6% 6% 

Puntigamer Heineken NV 6% 6% 6% 6% 

Schwechater Heineken NV 6% 6% 6% 6% 

Beck's Gold InBev 6% 6% 6% 6% 

 



Appendix 10 – Value Chain 
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Appendix 11 – Value Chain, Carlsberg & Heineken 

 

Carlsberg               

Relative figures     2007 2006 2005 2004 

Operations             

  Materials     36,03 32,08 32,67 31,76 

  Direct staff   3,78 3,65 4,54 4,92 

  Machinery   2,31 2,49 2,30 2,27 

  Goods for resale   13,61 14,96 15,24 15,54 

                

                

Total COGS     55,72 53,18 54,75 54,50 

Sales & Marketing             

  Marketing   13,17 13,80 12,62 13,03 

  Sales     12,49 13,62 13,48 13,41 

Total S&M     25,66 27,43 26,10 26,44 

                

Outbound logistics             

  Distribution   18,61 19,40 19,15 19,06 

Total costs     100,00 100,00 100,00 100,00 

 

Heineken             

Relative figures     2007 2006 2005 2004 

Operations             

  Materials     10,51 9,73 9,84 10,81 

  Packaging   18,67 17,94 17,12 17,42 

  Goods for resale   18,81 19,09 19,32 18,84 

  Energy/water   3,40 3,34 3,00 2,76 

                

Total COGS     51,40 50,11 49,27 49,83 

                

Wages & salaries     21,18 23,29 24,89 24,05 

                

Sales & Marketing             

  Sales & marketing   19,08 18,62 18,62 18,18 

Total S&M     19,08 18,62 18,62 18,18 

                

Outbound logistics             

  Distribution   8,34 7,98 7,22 7,93 

Total costs     100,00 100,00 100,00 100,00 

 



 

Appendix 12 – Value Chain, Carlsberg Comparable & Inbev 

 

Carlsberg               

Relative figures     2007 2006 2005 2004 

Operations             

  Materials     36,88 32,90 33,44 32,50 

                

  Goods for resale   13,93 15,34 15,60 15,91 

Staff costs already included   -6,30 -6,73 -6,89 -7,22 

Total COGS     44,51 41,51 42,14 41,19 

                

Wages & salaries             

  Direct staff   3,87 3,74 4,65 5,03 

  Staff in general   18,86 20,33 21,17 21,16 

Total wages &salaries   22,73 24,08 25,82 26,19 

                

Sales & Marketing             

  Marketing   13,48 14,16 12,92 13,34 

  Sales     12,79 13,97 13,80 13,72 

Staff costs already included   -8,38 -9,07 -9,52 -9,29 

Total S&M     17,89 19,06 17,19 17,77 

                

Outbound logistics             

  Distribution   19,06 19,89 19,60 19,50 

Staff costs already included   -4,19 -4,53 -4,76 -4,64 

Total Outbound logistics   14,87 15,36 14,85 14,86 

                

Total costs     100 100 100 100 

 

Inbev               

Relative figures     2007 2006 2005 2004 

Operations             

  Materials     60,68 59,90 60,56 61,56 

Total COGS     60,68 59,90 60,56 61,56 

                

Sales & Marketing     21,81 23,13 23,21 23,79 

                

Outbound logistics             

  Distribution   17,51 16,96 16,23 14,65 

Total costs     100,00 100,00 100,00 100,00 

 



Appendix 13 – Carlsberg Income Statement, Analytical Purpose 

 

        2008 2007 2006 2005 2004 

Net revenue      59944 44.750 41.083 38.047 36.284 

Cost of sales      -28736 -20776 -18420 -17213 -16461 

Gross profit      31208 23.974 22.663 20.834 19.823 

Sales and distribution expenses -16.775 -13.621 -13.256 -12.578 -12.043 

Administrative expenses -3.632 -2.817 -2.724 -2.585 -2.408 

Other operating income  626 498 393 369 448 

Other operating expenses -355 -327 -279 -143 -306 

Share of profit after tax, associates 81 101 85 232 210 

Operating profit before special items 11153 7.808 6.882 6.129 5.724 

Special items, income 0 0 602 1.479 417 

Special items, costs -1.309 -318 -448 -814 -952 

EBITDA       9844 7.490 7.036 6.794 5.189 

Depreciation and amortisation -3.631 -2.963 -3.191 -3.005 -2.871 

Impairment of goodwill -332 -6 -112 -842 0 

EBIT       5881 4.521 3.733 2.947 2.318 

Tax of EBIT     -336 -1.286 -1.055 -816 -582 

Operating profit after taxes (NOPAT) 5545 3235 2678 2131 1736 

Financial income 1.862 1.086 992 877 1.311 

Financial expenses     -4.861 -1.973 -1.696 -1.932 -1.978 

Financials, net -2.999 -887 -704 -1.055 -667 

Tax 

shield       660 248 197 295 200 

Net financial costs     -2339 -639 -507 -760 -467 

Consolidated profit     3206 2596 2171 1371 1269 

Attributable to: 

Minority interests 299 299 287 261 169 

Shareholders in Carlsberg Breweries A/S  2.297 2.297 1.884 1.110 1.100 



 

Appendix 14 – Carlsberg Assets, Analytical Purpose 

 

    31 Dec. 31 Dec.  31 Dec.   31 Dec.   31 Dec.  

          2008 2007 2006 2005 2004 

Operating assets                 

Goodwill         48.663 16.946 16.935 16.339 15.327 

Trademarks       35.400 3.804 3798 3769 3776 

Other intangibles       581 311 397 510 537 

Prepayments       34 144 149 54 124 

Land & buildings       13.116 8.070 8.263 8.285 9.041 

Plant & machinery       14.945 8.597 8077 8.282 7993 

Other plant & equipment     3.189 2.658 2445 2.574 2588 

Construction in progress     2.793 2.784 1582 1.214 813 

Assets held for sale       162 34 109 328 279 

Investment associates     2.224 622 579 1105 1750 

Total non-current assets     121.107 43.970 42.334 42.460 42.228 

Inventories       5.317 3.818 3220 2.866 2883 

Receivables       8.887 7.615 6.460 8.308 6.442 

Tax receivables       262 62 84 132 84 

Prepayments       1.211 950 917 587 519 

Deferred tax assets       1.254 733 822 1.005 861 

Retirement benefit plan assets   2 11 14 21 0 

Provisions       -2.175 -743 -832 -756 -670 

Deferred tax liabilities     -9.803 -2.191 -2.425 -2.362 -2.334 

Retirement benefit obligations and similar 

obligations -1.793 -2.220 -2.006 -2.061 -1.889 

                    

          124.269 52.005 48.588 50.200 48.124 

                    

Trade payables       -7.993 -5.833 -5.147 -4.513 -4.074 

Liabilities associated with assets held for sale -368 0 -1 -10 0 

Deposits on returnable packaging   -1.455 -1.207 -1.159 -1.224 -1.260 

Corporation tax       -279 -197 -187 -720 -710 

Other liabilities       -10.168 -5.631 -4.910 -5.239 -4.904 

NIBL         -20.263 -12.868 -11.404 -11.706 -10.948 

Invested capital       104.006 39.137 37.184 38.494 37.176 

                    

Net working capital       -17.101 -4.833 -5.150 -3.966 -5.052 

 

 



Appendix 15 – Carlsberg Depreciation and Taxes 

 

Depreciation note               

        2008 2007 2006 2005 2004 

Intangible assets               

Cost of sales     20 11 6 5 4 

Sales and distribution expenses 39 47 61 45 52 

Administrative expenses   133 152 189 192 188 

Oter operating income   0 0 0 0 0 

Special items (Goodwill impairment) 332 6 112 842 0 

                  

Property, plant and 

equipment             

Cost of sales     2492 1.636 1.725 1.661 1.600 

Sales and distribution expenses 778 860 856 709 738 

Administrative expenses   169 154 152 184 211 

Other operating income   0 0 0 0 15 

Special items (impairment losses) 0 103 202 209 63 

Total       3963 2969 3303 3847 2871 

                  

                  

Taxes       

DK Tax rate     0,22 0,28 0,28 0,28 0,30 

Tax shield     660 248 197 295 200 

Tax expense operations   336 1286 1055 816 582 

Net financial costs after tax   2796 953 660 945 952 

 

  



Appendix 16 – Carlsberg Equity and Liabilities, Analytical Purpose 

 

          31 Dec. 31 Dec.  31 Dec.   31 Dec.   31 Dec.  

          2008 2007 2006 2005 2004 

Note Equity and liabilities DKK million             

                    

Equity                   

Share capital       3.051 1.526 1.526 1.526 1.526 

Reserves         52.470 17.095 16.071 16.442 13.558 

Equity, shareholders in Carlsberg Breweries A/S  55.521 18.621 17.597 17.968 15.084 

Minority interests       5.230 1.323 1.390 1.528 1.708 

                    

                    

Total equity       60.751 19.944 18.987 19.496 16.792 

(plus interest carrying debt)               

Long term debt       43.230 19.385 16.241 17.765 21.708 

Short term debt       5.291 3.869 6.556 8.213 3.357 

(minus interest carrying assets)             

Receivables       -2.284 -1.655 -1.932 -1921 -2508 

Securities       -125 -157 -178 -2.819 -418 

                    

                    

Cash         -2.857 -2.249 -2.490 -2.240 -1.755 

Invested capital       104.006 39.137 37.184 38.494 37.176 

                    

NIBD         43.255 19.193 18.197 18.998 20.384 

                    

Total debt       48.521 23.254 22.797 25.978 25.065 

 

  



Appendix 17 – Heineken Income Statement, Analytical Purpose 

 

        2008 2007 2006 2005 2004 

Net revenue      14.319 12.564 11.829 10.796 10.062 

Other income 32 30 379 0 0 

Gross profit      14.351 12.594 12.208 10.796 10.062 

Raw materials -9.548 -8.162 -7.376 -6.657 -6.101 

Personal expenses -2.415 -2.165 -2.241 -2.180 -1.957 

Share of profit after tax, associates -102 25 27 34 21 

Operating profit EBITDA   2.286 2.292 2.618 1.993 2.025 

Amortization, depreciation and 

impairment -1206 -746 -769 -696 -656 

Goodwill impairment 0 -18 -17 -14 0 

EBIT       1.080 1.528 1.832 1.283 1.369 

Tax expense operations   -450 -469 -392 -330 -392 

Operating profit after taxes (NOPAT) 630 1.059 1.440 953 977 

Financial income -16 41 63 85 78 

Financial expenses     -469 -168 -185 -199 -408 

Financials, net -485 -127 -122 -114 -330 

Tax shield 202 40 27 30 86 

Consolidated 

profit     347 972 1.345 869 733 

 

  



Appendix 18 – Heineken Assets, Analytical Purpose 

 

Note Assets DKK million     30 Dec. 31 Dec.  31 Dec.   31 Dec.   31 Dec.  

          2008 2007 2006 2005 2004 

Non-current 

assets:                 

Intangible assets       7.109 2.541 2.449 2.380 1.837 

Property, plant and equipment   6.314 5.362 4.944 5.067 4.773 

Assets held for sale       21 21 41     

Inv. Associates       1.145 214 186 172 134 

Total non-current assets     14.589 8.138 7.620 7.619 6.744 

Inventories       1.246 1.007 893 883 782 

Trade receivables       2.504 1.873 1.779 1.787 1.646 

Deferred tax assets       336 336 395 286 269 

Advances to customers     219 219 180     

(minus nibl)                 

Deferred tax liabilities     -637 -478 -471 -393 -384 

Retirement benefit obligations and similar 

obligations -688 -646 -665 -664 -680 

Provisions       -502 -327 -364 -373 -341 

Tax liabilities       -85 -89 -149 -141 -30 

Trade payables       -3.846 -2.587 -2.332 -2.317 -1.996 

Net working capital       -1.453 -692 -734 -932 -734 

                    

Invested capital       13.136 7.446 6.886 6.687 6.010 

 

  



Appendix 19 – Heineken Equity and Liabilities, Analytical Purpose 

 

Note Equity and liabilities DKK million   30 Dec. 31 Dec.  31 Dec.   31 Dec.   31 Dec.  

2008 2007 2006 2005 2004 

Equity                   

Share capital       784 784 784 784 784 

Reserves         -74 692 666 568 354 

Retained earnings       3761 3.928 3.559 2.617 2.118 

                    

Equity, shareholders in Heineken NV   4.471 5.404 5.009 3.969 3.256 

Minority interests       281 542 511 545 477 

                    

                    

Total equity       4.752 5.946 5.520 4.514 3.733 

(plus interest carrying debt)               

Long term debt       9.084 1.521 2.091 2.233 2.615 

Short term debt       969 1.155 1.241 1.060 946 

Receivables       231 96 73 134 52 

(minus interest carrying assets)             

Securities       -655 -557 -665 -669 -658 

Cash         -698 -715 -1.374 -585 -678 

Invested capital       13.683 7.446 6.886 6.687 6.010 

                    

NIBD         8.931 1.500 1.366 2.173 2.277 

                    

Total debt       10.053 2.676 3.332 3.293 3.561 

 

  



Appendix 20 – Inbev Income Statement, Analytical Purpose 

 

2008 2007 2006 2005 2004 

Net revenue      16.102 14.430 13.308 11.656 8.568 

Other income     0 0 0 0 0 

Cost of sales      -6.279 -5.234 -4.819 -4.497 -3.536 

Gross profit      9.823 9.196 8.489 7.159 5.032 

Distribution expenses -1.529 -1.447 -1.321 -1.139 -800 

Sales and marketing expenses -2396 -2134 -2115 -1948 -1543 

Administrative expenses -867 -887 -1031 -863 -675 

Other operating income/expense 298 283 170 132 92 

Special items, net -406 374 -77 -207 59 

Share of profit after tax, associates 47 1 1 -1 23 

EBITDA       4970 5386 4116 3133 2188 

Amortization, depreciation and impairment -1306 -1091 -986 -936 -851 

EBIT       3664 4295 3130 2197 1337 

Tax expense operations -644 -754 -626 -479 -307 

NOPAT       3020 3541 2504 1718 1030 

Net financials after tax -921 -493 -378 -316 -132 

Consolidated profit     2099 3048 2126 1402 898 

 

  



Appendix 21 – Inbev Assets, Analytical Purpose 

 

Note Assets DKK million     31 Dec. 31 Dec.  31 Dec.   31 Dec.   31 Dec.  

          2008 2007 2006 2005 2004 

Assets:                   

Intangible assets       52.618 15.084 13.570 11.648 7.705 

Property, plant and equipment   14.137 6.629 6.301 5.997 5.298 

Assets held for sale       37 41 114 67 0 

Investments in associates     4.935 31 13 6 6 

Total non-current assets     71.727 21.785 19.998 17.718 13.009 

Inventories       2.086 1.119 1.017 929 847 

Trade and other receivables     3.731 2.899 2.976 2.767 2.282 

Income tax receivable     417 306 213 123 119 

Deferred tax assets       670 663 857 930 792 

Prepayments       0 0 0 5 11 

Advances to customers     0 0 0 30 48 

Deferred tax liabilities     -8.677 -468 -637 -274 -240 

Employee benefits asset     6 7 6 20 39 

Retirement benefit obligations and similar obligations -2162 -624 -753 -935 -742 

Provision         -901 -699 -701 -776 -583 

Trade payables       -8549 -4725 -4160 -3732 -3685 

Other liabilities       0 0 -41 -18 0 

Corporation tax       -291 -570 -372 -278 -310 

Net working capital       -13.670 -2.092 -1.595 -1.209 -1.422 

Invested capital       58.057 19.693 18.403 16.509 11.587 

 

  



Appendix 22 – Inbev Depreciation and Taxes 

 

Depreciation note               

        2008 2007 2006 2005 2004 

Intangible assets               

Cost of sales     2 7 4 6 2 

Sales and distribution expenses 46 43 31 38 32 

Administrative expenses   60 37 0 15 15 

Oter operating income   0 0 37 0 0 

Special items     0 0 17 0 190 

                  

Property, plant and 

equipment             

Cost of sales     841 695 654 579 454 

Sales and distribution expenses 279 223 199 185 118 

Administrative expenses   79 66 44 79 40 

Other operating income   0 20 0 34 0 

Special items     -1 0 0 0 0 

Total       1306 1091 986 936 851 

                  

Taxes       2008 2007 2006 2005 2004 

Eff tax rate     0,178 0,176 0,200 0,218 0,234 

Tax shield     199 105 95 88 40 

Tax expense operations   -246 -544 -436 -303 -227 

Net financial posts after tax   -199 -105 -95 -88 -40 

                  

Eff tax rate     0,195 0,176 0,200 0,218 0,234 

Tax shield     199 105 95 88 40 

Tax expense operations   644 754 626 479 307 

Net financial posts after tax   -921 -493 -378 -316 -132 

 

  



Appendix 23 – Inbev Equity and Liabilities, Analytical Purpose 

 

Note Equity and liabilities DKK million   31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 

          2008 2007 2006 2005 2004 

Equity                   

Share capital       14314 7924 7885 7804 6915 

Reserves         -3.383 292 715 969 -551 

Retained earnings       5.195 5.409 3.662 2.698 1.955 

          

Equity,          16.126 13.625 12.262 11.471 8.319 

Minority interests       1.429 1.285 880 379 374 

                    

                    

Total equity       17.555 14.910 13.142 11.850 8.693 

(plus interest carrying debt)               

Long term debt       34.508 5.185 5.146 4.466 2.217 

Short term debt       8.670 1.518 1.294 1.232 2.174 

(minus interest carrying assets)             

Loans to customers and other granted   -200 -254 -290 -213 -245 

Securities       -366 -342 -263 -213 -276 

Cash         -2.110 -1.324 -626 -613 -976 

Invested capital       58.057 19.693 18.403 16.509 11.587 

                    

NIBD         40.502 4.783 5.261 4.659 2.894 

                    

Total debt       43.178 6.703 6.440 5.698 4.391 

 

  



Appendix 24 - Definitions of Financial Ratios 
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Appendix 24 - Definitions of Financial Ratios 
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Appendix 25 – Common-size, Income Statement 

Carlsberg Common-size Inbev 

        Income Statement         

2005 2006 2007 2008   2005 2006 2007 2008 

100 100 100 100 Net revenue  100 100 100 100 

                  

-45,2 -44,8 -46,4 -47,9 Cost of sales  -38,6 -36,2 -36,3 -39,0 

                  

54,8 55,2 53,6 52,1 Gross profit  61,4 63,8 63,7 61,0 

                  

  Included in S&M expense Distribution expenses -9,8 -9,9 -10,0 -9,5 

-33,1 -32,3 -30,4 -28,0 Sales and marketing expenses -16,7 -15,9 -14,8 -14,9 

-6,8 -6,6 -6,3 -6,1 Administrative expenses -7,4 -7,7 -6,1 -5,4 

0,6 0,3 0,4 0,5 Other operating income/expense 1,1 1,3 2,0 1,9 

1,7 0,4 -0,7 -2,2 Special items, net -1,8 -0,6 2,6 -2,5 

0,6 0,2 0,2 0,1 Share of profit after tax, associates 0,0 0,0 0,0 0,3 

17,9 17,1 16,7 16,4 EBITDA 26,9 30,9 37,3 30,9 

                  

-10,1 -8,0 -6,6 -6,6 Amortization, depreciation and impairment -8,0 -7,4 -7,6 -8,1 

                  

7,7 9,1 10,1 9,8 EBIT 18,8 23,5 29,8 22,8 

                  

-2,1 -2,6 -2,9 -0,6 Tax expense operations -4,1 -4,7 -5,2 -4,0 

                  

5,6 6,5 7,2 9,3 NOPAT 14,7 18,8 24,5 18,8 

                  

-2,0 -1,2 -1,4 -3,9 Net financials after tax -2,7 -2,8 -3,4 -5,7 

                  

                  

3,6 5,3 5,8 5,3 Consolidated profit 12,0 16,0 21,1 13,0 

 



Appendix 26 – Common-size, Balance 

Carlsberg Common-size-analysis Inbev 

                  

 31 Dec.   31 Dec.  31 Dec. 31 Dec.    31 Dec.   31 Dec.  31 Dec. 31 Dec. 

2005 2006 2007 2008   2005 2006 2007 2008 

53,7 57,2 54,2 81,4 Intangible assets 70,6 73,7 76,6 90,6 

52,9 54,8 56,5 32,7 Property, plant and equipment 36,3 34,2 33,7 24,4 

2,9 1,6 1,6 2,1 Investments in associates 0,0 0,1 0,2 8,5 

2,6 2,2 1,9 1,2 Deferred tax assets 5,6 4,7 3,4 1,2 

0,9 0,3 0,1 0,2 Assets held for sale 0,4 0,6 0,2 0,1 

0,1 0,0 0,0 0,0 Retirement benefit plan assets 0,1 0,0 0,0 0,0 

7,0 0,5 0,3 0,1 Securities 0,2 0,2 0,8 0,3 

3,2 3,1 3,8 1,6 Receivables 3,8 3,8 3,0 1,1 

0,0 0,0 0,0 0,0 Other 0,2 0,0 0,0 0,0 

                  

7,4 8,7 9,8 5,1 Inventories 5,6 5,5 5,7 3,6 

21,6 17,4 19,5 8,5 Receivables 16,8 16,2 14,7 6,4 

0,3 0,6 0,8 0,4 Tax receivables 0,7 1,2 1,6 0,7 

1,5 2,5 2,4 1,2 Prepayments 0,0 0,0 0,0 0,0 

                  

-6,1 -6,5 -5,6 -9,4 Deferred tax liabilities -1,7 -3,5 -2,4 -14,9 

-5,4 -5,4 -5,7 -1,7 Retirement benefit obligations and similar obligations -5,7 -4,1 -3,2 -3,7 

-11,7 -13,8 -14,9 -7,7 Trade payables -22,6 -22,6 -24,0 -14,7 

0,0 0,0 0,0 -0,4 Liabilities associated with assets held for sale 0,1 0,2 0,0 0,0 

-1,9 -0,5 -0,5 -0,3 Corporation tax -1,7 -2,0 -2,9 -0,5 

-16,8 -16,3 -17,5 -11,2 Other liabilities -0,1 -0,2 0,0 0,0 

                  

-30,4 -30,7 -32,9 -19,5 NIBL 28,2 28,6 24,3 69,8 

100,0 100,0 100,0 100,0 Invested capital 100,0 100,0 100,0 100,0 

-10,3 -13,9 -12,3 -16,4 Net working capital -7,3 -8,7 -10,6 -23,5 

 



Appendix 27 – Trend Analysis, Carlsberg & Inbev – Income Statement 

Carlsberg Tend analysis 

Income Statement 

Inbev 

                

2005 2006 2007 2008   2005 2006 2007 2008 

100 108,0 117,6 157,6 Net revenue  100 114,2 123,8 138,1 

                  

100 107,0 120,7 166,9 Cost of sales  100 107,2 116,4 139,6 

                  

100 108,8 115,1 149,8 Gross profit  100 118,6 128,5 137,2 

                  

Included in S&M Distribution expenses 100 116,0 127,0 134,2 

100 105,4 108,3 133,4 Sales and marketing expenses 100 108,6 109,5 123,0 

100 105,4 109,0 140,5 Administrative expenses 100 119,5 102,8 100,5 

100 50,4 75,7 119,9 Other operating income/expense 100 128,8 214,4 225,8 

100 23,2 -47,8 -196,8 Special items, net 100 37,2 -180,7 196,1 

100 36,6 43,5 34,9 Share of profit after tax, associates 100 -100,0 -100,0 -4700,0 

100 103,6 110,2 144,9 EBITDA 100 131,4 171,9 158,6 

                  

100 85,9 77,2 103,0 Amortization, depreciation and impairment 100 105,3 116,6 139,5 

                  

100 126,7 153,4 199,6 EBIT 100 142,5 195,5 166,8 

                  

100 129,2 157,6 41,1 Tax expense operations 100 130,6 157,4 134,5 

                  

100 125,7 151,8 260,3 NOPAT 100 145,8 206,1 175,8 

                  

100 66,7 84,1 308,0 Net financials after tax 100 119,8 156,0 291,4 

                  

                  

100 158,4 189,4 233,8 Net Profit 100 151,6 217,4 149,7 

 



Appendix 28 – Trend Analysis, Carlsberg & Inbev - Balance 

Carlsberg 
Tend analysis 

Inbev 
Balance Sheet 

2005 2006 2007 2008   2005 2006 2007 2008 

100 102,9 102,6 409,6 Intangible assets 100 116,5 129,5 451,7 

100 100,1 108,6 167,2 Property, plant and equipment 100 105,1 110,5 235,7 

100 52,4 56,3 201,3 Investments in associates 100 216,7 516,7 82250,0 

100 81,8 72,9 124,8 Deferred tax assets 100 92,2 71,3 72,0 

100 33,2 10,4 49,4 Assets held for sale 100 170,1 61,2 55,2 

100 66,7 52,4 9,5 Retirement benefit plan assets 100 30,0 35,0 30,0 

100 6,3 4,5 4,4 Securities 100 105,3 428,9 452,6 

100 92,2 119,5 138,2 Receivables 100 110,5 92,7 97,1 

    

Other 100 0,0 0,0 0,0 

         100 112,4 133,2 185,5 Inventories 100 109,5 120,5 224,5 

100 77,8 91,7 107,0 Receivables 100 107,6 104,8 134,8 

100 173,2 248,8 339,0 Tax receivables 100 173,2 248,8 339,0 

100 156,2 161,8 206,3 Prepayments 100 0,0 0,0 0,0 

         100 102,7 92,8 415,0 Deferred tax liabilities 100 232,5 170,8 3166,8 

100 97,3 107,7 87,0 Retirement benefit obligations and similar obligations 100 80,5 66,7 231,2 

100 114,0 129,2 177,1 Trade payables 100 111,5 126,6 229,1 

100 10,0 0,0 3680,0 Liabilities associated with assets held for sale 100 227,8 0,0 0,0 

100 26,0 27,4 38,8 Corporation tax 100 133,8 205,0 104,7 

100 93,9 105,8 179,8 Other liabilities 100 227,8 0,0 0,0 

         100 97,4 109,9 173,1 NIBL 100 112,9 102,7 869,3 

100 96,6 101,7 270,2 Invested capital 100 111,5 119,3 351,7 

-100 -129,9 -121,9 -431,2 Net working capital -100 -131,9 -173,0 -1130,7 

 



Appendix 29 – Budget Variable, Most Likely 

 

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 terminal 

Western Europe -0,45 3,67 0,64 35,28 4,70 2,00 2,00 2,00 2,00 2,00 2,00 2,00 2,00 2,00 2,00 

Eastern Europe 19,39 15,37 28,03 30,71 10,82 4,00 5,00 7,00 5,00 3,00 2,00 2,00 2,00 2,00 2,00 

Asia 11,07 41,42 10,31 40,12 12,11 10,00 15,00 20,00 15,00 9,00 7,00 2,00 2,00 2,00 2,00 

Net revenue growth 4,34 7,53 7,82 27,36 7,19 3,20 3,97 5,23 4,25 3,03 2,51 2,00 2,00 2,00 2,00 

 
Cost of sales (of net revenue) 45,24 44,84 46,43 47,94 47,50 47,25 47,00 46,75 46,50 46,25 46,00 45,75 45,50 45,25 45,00 

Gross profit                                

Sales and distribution expenses (of net revenue) 33,06 32,27 30,44 27,98 26,00 26,00 25,80 25,80 25,80 25,80 25,50 25,50 25,50 25,50 25,50 

Administrative expenses (of net revenue) 6,79 6,63 6,29 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 

Other operating income/expense (of net revenue) 0,59 0,28 0,38 0,45 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 

Share of profit after tax, associates (of net revenue) 0,61 0,21 0,23 0,14 0,29 0,29 0,29 0,29 0,29 0,29 0,29 0,29 0,29 0,29 0,29 

Operating profit before special items                               

Special items, net (of net revenue) 1,75 0,37 -0,71 -2,18 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 

EBITDA                               

Depreciation and amortization (fixed assets) 14,76 15,67 13,40 10,67 13,62 13,62 13,62 13,62 13,62 13,62 13,62 13,62 13,62 13,62 13,62 

EBIT                               

Statutory tax rate, Denmark 28,00 28,00 28,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 

Effective tax rate 27,54 28,33 28,56 -11,24 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 

NOPAT                               

Net cost of debt 4,97 3,63 4,96 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 

Net profit                               

After minorities 

 

Intangibles (of net revenue) 54 51 47 35 35 35 35 35 35 35 35 35 35 35 35 

Intangibles acquisition 

Fixed assets (of net revenue) 53 50 49 57 57 57 57 57 57 57 57 57 57 57 57 

Other non-current assets (of net revenue) 4 2 2 4 4 4 4 4 4 4 4 4 4 4 4 

Total non-current assets                               

 

  



Appendix 30 – Budget Variable, Best Case 

 

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 terminal 

Western Europe -0,45 3,67 0,64 35,28 4,70 4,00 4,00 4,00 4,00 4,00 4,00 4,00 4,00 2,00 2,00 

Eastern Europe 19,39 15,37 28,03 30,71 15,82 10,00 12,00 14,00 12,00 10,00 8,00 6,00 4,00 2,00 2,00 

Asia 11,07 41,42 10,31 40,12 23,11 18,00 18,00 25,00 20,00 15,00 10,00 7,00 5,00 2,00 2,00 

Net revenue growth 4,34 7,53 7,82 27,36 9,71 7,13 8,03 9,72 8,75 7,60 6,30 5,16 4,12 2,00 2,00 

Cost of sales (of net revenue) 45,24 44,84 46,43 47,94 47,50 47,25 47,00 46,75 46,50 46,25 46,00 45,75 45,50 45,25 45,00 

Gross profit                                

Sales and distribution expenses (of net revenue) 33,06 32,27 30,44 27,98 26,00 26,00 25,75 25,75 25,75 25,75 25,50 25,50 25,50 25,50 25,50 

Administrative expenses (of net revenue) 6,79 6,63 6,29 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 

Other operating income/expense (of net revenue) 0,59 0,28 0,38 0,45 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 

Share of profit after tax, associates (of net revenue) 0,61 0,21 0,23 0,14 0,29 0,29 0,29 0,29 0,29 0,29 0,29 0,29 0,29 0,29 0,29 

Operating profit before special items                               

Special items, net (of net revenue) 1,75 0,37 -0,71 -2,18 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 

EBITDA                               

Depreciation and amortization (fixed assets) 14,76 15,67 13,40 10,67 13,62 13,62 13,62 13,62 13,62 13,62 13,62 13,62 13,62 13,62 13,62 

EBIT                               

Statutory tax rate, Denmark 28,00 28,00 28,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 

Effective tax rate 27,54 28,33 28,56 -11,24 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 

NOPAT                               

Net cost of debt 4,97 3,63 4,96 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 

Net profit                               

Intangibles (of net revenue) 54 51 47 35 35 35 35 35 35 35 35 35 35 35 35 

Intangibles acquisition 

Fixed assets (of net revenue) 53 50 49 57 57 57 57 57 57 57 57 57 57 57 57 

Other non-current assets (of net revenue) 4 2 2 4 4 4 4 4 4 4 4 4 4 4 4 

Total non-current assets                               

 

  



Appendix 31 – Budget Variable, Worst Case 

 

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 terminal 

Western Europe -0,45 3,67 0,64 35,28 2,70 1,00 1,00 1,00 1,00 1,00 1,00 1,00 1,00 1,00 2,00 

Eastern Europe 19,39 15,37 28,03 30,71 8,82 2,00 4,00 4,00 4,00 3,00 2,00 2,00 2,00 2,00 2,00 

Asia 11,07 41,42 10,31 40,12 2,11 4,00 6,00 6,00 6,00 6,00 6,00 2,00 2,00 2,00 2,00 

Net revenue growth 4,34 7,53 7,82 27,36 4,71 1,51 2,33 2,36 2,38 2,05 1,71 1,43 1,43 1,43 2,00 

Cost of sales (of net revenue) 45,24 44,84 46,43 47,94 47,94 47,94 47,94 47,94 47,94 47,94 47,94 47,94 47,94 47,94 47,94 

Gross profit                                

Sales and distribution expenses (of net revenue) 33,06 32,27 30,44 27,98 27,98 27,98 27,98 27,98 27,98 27,98 27,98 27,98 27,98 27,98 27,98 

Administrative expenses (of net revenue) 6,79 6,63 6,29 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 6,06 

Other operating income/expense (of net revenue) 0,59 0,28 0,38 0,45 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 

Share of profit after tax, associates (of net revenue) 0,61 0,21 0,23 0,14 0,29 0,29 0,29 0,29 0,29 0,29 0,29 0,29 0,29 0,29 0,29 

Operating profit before special items                               

Special items, net (of net revenue) 1,75 0,37 -0,71 -2,18 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 -0,19 

EBITDA                               

Depreciation and amortization (fixed assets) 14,76 15,67 13,40 10,67 13,62 13,62 13,62 13,62 13,62 13,62 13,62 13,62 13,62 13,62 13,62 

EBIT                               

Statutory tax rate, Denmark 28,00 28,00 28,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 

Effective tax rate 27,54 28,33 28,56 -11,24 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 22,00 

NOPAT                               

Net cost of debt 4,97 3,63 4,96 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 6,46 

Net profit                               

Intangibles (of net revenue) 54 51 47 35 35 35 35 35 35 35 35 35 35 35 35 

Intangibles acquisition 

Fixed assets (of net revenue) 53 50 49 57 57 57 57 57 57 57 57 57 57 57 57 

Other non-current assets (of net revenue) 4 2 2 4 4 4 4 4 4 4 4 4 4 4 4 

Total non-current assets                               

 

 



Appendix 32 – Forecasted Income Statement, Most Likely 

 

 

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 terminal 

Western Europe 26.257 27.221 27.394 37.059 38.802 39.578 40.370 41.177 42.000 42.840 43.697 44.571 45.463 46.372 47299,31 

Eastern Europe 9.912 11.435 14.640 19.136 21.206 22.055 23.157 24.778 26.017 26.798 27.334 27.881 28.438 29.007 29587,09 

Asia 1.625 2.298 2.535 3.552 3.982 4.380 5.038 6.045 6.952 7.578 8.108 8.270 8.435 8.604 8776,29 

Net revenue 37.794 40.954 44.569 59.747 63.991 66.013 68.565 72.000 74.970 77.216 79.139 80.722 82.336 83.983 85.663 

 
Cost of sales 17.099 18.362 20.692 28.642 30.396 31.191 32.225 33.660 34.861 35.712 36.404 36.930 37.463 38.002 38.548 

Gross profit  20.695 22.592 23.877 31.105 33.595 34.822 36.339 38.340 40.109 41.504 42.735 43.792 44.873 45.981 47.114 

 
Sales and distribution expenses 12.494 13.214 13.566 16.720 16.638 17.163 17.690 18.576 19.342 19.922 20.180 20.584 20.996 21.416 21.844 

Administrative expenses 2.568 2.715 2.806 3.620 3.877 4.000 4.154 4.362 4.542 4.679 4.795 4.891 4.989 5.089 5.190 

Other operating income /expense -224 -114 -170 -270 -273 -281 -292 -307 -320 -329 -337 -344 -351 -358 -365 

Share of profit after tax, associates  -230 -85 -101 -81 -188 -194 -202 -212 -221 -227 -233 -238 -242 -247 -252 

Operating profit before special items 6.088 6.860 7.776 11.116 13.542 14.135 14.989 15.921 16.765 17.460 18.330 18.898 19.482 20.082 20.698 

 
Special items, net  661 154 -317 -1.305 -123 -127 -132 -139 -145 -149 -153 -156 -159 -162 -165 

EBITDA 6.749 7.014 7.460 9.812 13.418 14.007 14.857 15.782 16.620 17.311 18.177 18.743 19.323 19.920 20.532 

 
Depreciation and amortization (fixed assets) 2.985 3.181 2.951 3.619 4.951 5.108 5.305 5.571 5.801 5.975 6.123 6.246 6.371 6.498 6.628 

Impairment of goodwill -842 -112 -6 -332 -1.267 -1.242 -1.217 -1.193 -1.169 -1.146 -1.123 -1.100 -1.078 -1.057 1.036 

EBIT 2.922 3.721 4.503 5.861 7.199 7.657 8.335 9.018 9.650 10.191 10.931 11.396 11.874 12.365 14.940 

Tax 816 1.055 1.286 336 1.584 1.685 1.834 1.984 2.123 2.242 2.405 2.507 2.612 2.720 3.287 

Tax shield 623 610 598 592 574 557 540 524 508 493 478 

NOPAT 2.106 2.666 3.217 5.525 4.993 5.363 5.903 6.442 6.953 7.392 7.986 8.365 8.754 9.152 11.175 

 
Financials, net 1.055 704 887 2.999 2.830 2.773 2.718 2.690 2.610 2.531 2.455 2.382 2.310 2.241 2.174 

Tax shield 295 197 248 660 623 610 598 592 574 557 540 524 508 493 478 

Net profit 1.346 2.159 2.578 3.185 2.786 3.200 3.783 4.343 4.917 5.417 6.071 6.507 6.952 7.404 9.479 

 

  



Appendix 33 – Forecasted Balance Sheet, Most Likely 

 

 

 
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 terminal 

Intangibles   20.481   21.064   20.976     20.992     22.483     23.193     24.090     25.297     26.340     27.129     27.805     28.361     28.928     29.507     30.097  

Intangibles aquisition            -             -             -     63.374     62.107     60.864     59.647     58.454     57.285     56.139     55.017     53.916     52.838     51.781     52.817  

Fixed assets   20.220   20.303   22.020     33.931     36.341     37.490     38.939     40.890     42.576     43.852     44.944     45.843     46.760     47.695     48.649  

Other non-current assets    1.477        834        797       2.412       2.583       2.665       2.768       2.907       3.027       3.117       3.195       3.259       3.324       3.390       3.458  

Total non-current assets  42.178   42.201   43.792   120.709   123.514   124.213   125.444   127.548   129.228   130.238   130.961   131.379   131.850   132.374   135.021  

Net working capital   -3.940    -5.134    -4.813    -17.045    -16.597    -15.411    -14.230    -13.078    -11.674    -12.024    -12.324    -12.570    -12.821    -13.078    -13.339  

Invested capital  38.238   37.067   38.979   103.664   106.917   108.801   111.213   114.470   117.554   118.214   118.637   118.809   119.029   119.296   121.682  

Equity in million DKK  19.496   18.987   19.944     60.751     63.145     65.905     69.175     72.853     77.185     79.056     80.654     81.965     83.290     84.630     88.055  

NIBD  18.742   18.080   19.035     42.913     43.771     42.896     42.038     41.618     40.369     39.158     37.983     36.844     35.739     34.666     33.626  

Invested capital  38.238   37.067   38.979   103.664   106.917   108.801   111.213   114.470   117.554   118.214   118.637   118.809   119.029   119.296   121.682  

 

  



Appendix 34 – Forecasted Cash Flow Statement, Most Likely 

 

 

 
2005 2006 2007     2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 terminal 

NOPAT    2.106     2.666     3.217       5.525       4.993       5.363       5.903       6.442       6.953       7.392       7.986       8.365       8.754       9.152     11.175  

+ Depreciation & Amortization    2.985     3.181     2.951       3.619       4.951       5.108       5.305       5.571       5.801       5.975       6.123       6.246       6.371       6.498       6.628  

 +/- Change in net working capital    1.086    -1.184        317    -12.268          448       1.186       1.181       1.153       1.403         -350         -299         -246         -251         -256         -262  

+/- Net investments    3.217     3.204     4.542     80.536       7.756       5.807       6.536       7.675       7.481       6.984       6.846       6.664       6.842       7.022       9.276  

= Free cash flow       788     3.827     1.309    -59.124       1.741       3.478       3.491       3.185       3.869       6.732       7.563       8.193       8.534       8.885       8.789  

+/- New debt or amortization on old debt   -1.386       -662        954     23.878          858         -875         -858         -420      -1.249      -1.211      -1.175      -1.140      -1.105      -1.072      -1.040  

- Net financials after tax       760        507        639       2.339       2.207       2.163       2.120       2.098       2.036       1.974       1.915       1.858       1.802       1.748       1.696  

Shareholders in Carlsberg Breweries A/S      -325       -397       -508     29.482               -               -               -               -               -               -               -               -               -               -               -  

= Free cash flows to owners   -1.033     3.055     2.132    -67.067          392          440          513          666          585       3.546       4.473       5.196       5.627       6.064       6.053  

+/- Dividends or capital from owners    1.033    -3.055    -2.132     67.067         -392         -440         -513         -666         -585      -3.546      -4.473      -5.196      -5.627      -6.064      -6.053  

= Excess liquidity 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

 

  



Appendix 35 – Forecasted Income Statement, Best Case 

 

 

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 terminal 

Western Europe  26.257   27.221   27.394     37.059     38.802     40.354     41.968     43.647     45.393     47.208     49.097     51.061     53.103     54.165  55248,45 

Eastern Europe    9.912   11.435   14.640     19.136     22.163     24.380     27.305     31.128     34.863     38.350     41.418     43.903     45.659     46.572  47503,27 

Asia    1.625     2.298     2.535       3.552       4.373       5.160       6.089       7.611       9.133     10.503     11.554     12.363     12.981     13.240  13505,09 

Net revenue  37.794   40.954   44.569     59.747     65.338     69.894     75.362     82.386     89.389     96.061   102.068   107.326   111.742   113.977   116.257  

 
Cost of sales  17.099   18.362   20.692     28.642     31.036     33.025     35.420     38.515     41.566     44.428     46.951     49.102     50.843     51.575     52.316  

Gross profit   20.695   22.592   23.877     31.105     34.303     36.869     39.942     43.871     47.823     51.633     55.117     58.224     60.900     62.403     63.941  

 
Sales and distribution expenses  12.494   13.214   13.566     16.720     16.988     18.172     19.406     21.214     23.018     24.736     26.027     27.368     28.494     29.064     29.645  

Administrative expenses    2.568     2.715     2.806       3.620       3.959       4.235       4.566       4.992       5.416       5.820       6.184       6.503       6.770       6.906       7.044  

Other operating income /expense      -224       -114       -170         -270         -279         -298         -321         -351         -381         -410         -435         -458         -476         -486         -496  

Share of profit after tax, associates       -230         -85       -101           -81         -192         -206         -222         -243         -263         -283         -300         -316         -329         -336         -342  

Operating profit before special items    6.088     6.860     7.776     11.116     13.827     14.966     16.513     18.258     20.034     21.769     23.641     25.127     26.440     27.254     28.090  

 
Special items, net        661        154       -317      -1.305         -126         -135         -145         -159         -172         -185         -197         -207         -216         -220         -224  

EBITDA    6.749     7.014     7.460       9.812     13.701     14.831     16.368     18.099     19.861     21.584     23.444     24.920     26.225     27.034     27.865  

 
Depreciation and amortization (fixed assets)    2.985     3.181     2.951       3.619       5.056       5.408       5.831       6.375       6.917       7.433       7.898       8.304       8.646       8.819       8.995  

Impairment of goodwill      -842       -112           -6         -332      -1.267      -1.242      -1.217      -1.193      -1.169      -1.146      -1.123      -1.100      -1.078      -1.057       1.036  

EBIT    2.922     3.721     4.503       5.861       7.378       8.180       9.319     10.532     11.776     13.005     14.424     15.515     16.500     17.158     19.906  

Tax       816     1.055     1.286          336       1.623       1.800       2.050       2.317       2.591       2.861       3.173       3.413       3.630       3.775       4.379  

Tax shield         635          647          660          680          694          680          666          653          640          627          615  

NOPAT    2.106     2.666     3.217       5.525       5.120       5.733       6.609       7.535       8.491       9.464     10.584     11.449     12.230     12.756     14.912  

 
Financials, net    1.055        704        887       2.999       2.885       2.943       3.002       3.092       3.154       3.090       3.029       2.968       2.909       2.851       2.794  

Tax shield       295        197        248          660          635          647          660          680          694          680          666          653          640          627          615  

Net profit    1.346     2.159     2.578       3.185       2.869       3.438       4.267       5.123       6.032       7.054       8.222       9.134       9.961     10.533     12.733  

 

 

  



Appendix 36 – Forecasted Balance Sheet, Best Case 

 

 

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 terminal 

Intangibles   20.481   21.064   20.976     20.992     22.956     24.557     26.478     28.946     31.406     33.751     35.861     37.708     39.260     40.045     40.846  

Intangibles aquisition            -             -             -     63.374     62.107     60.864     59.647     58.454     57.285     56.139     55.017     53.916     52.838     51.781     52.817  

Fixed assets   20.220   20.303   22.020     33.931     37.106     39.694     42.799     46.788     50.765     54.555     57.966     60.952     63.460     64.729     66.024  

Other non-current assets    1.477        834        797       2.412       2.638       2.822       3.042       3.326       3.609       3.878       4.121       4.333       4.511       4.601       4.693  

Total non-current assets  42.178   42.201   43.792   120.709   124.807   127.936   131.967   137.514   143.066   148.323   152.964   156.909   160.069   161.157   164.380  

Net working capital   -3.940    -5.134    -4.813    -17.045    -16.947    -16.317    -15.641    -14.964    -13.920    -14.959    -15.894    -16.713    -17.400    -17.748    -18.103  

Invested capital  38.238   37.067   38.979   103.664   107.860   111.619   116.326   122.550   129.146   133.364   137.070   140.196   142.669   143.409   146.277  

Equity in million DKK  19.496   18.987   19.944     60.751     63.230     66.097     69.893     74.724     80.364     85.557     90.220     94.283     97.674     99.313   103.063  

NIBD  18.742   18.080   19.035     42.913     44.630     45.522     46.433     47.826     48.782     47.807     46.850     45.913     44.995     44.095     43.213  

Invested capital  38.238   37.067   38.979   103.664   107.860   111.619   116.326   122.550   129.146   133.364   137.070   140.196   142.669   143.409   146.277  

 

 

  



Appendix 37 – Forecasted Cash Flow Statement, Best Case 

 

 

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 terminal 

NOPAT    2.106     2.666     3.217       5.525       5.120       5.733       6.609       7.535       8.491       9.464     10.584     11.449     12.230     12.756     14.912  

+ Depriciation & Amortization    2.985     3.181     2.951       3.619       5.056       5.408       5.831       6.375       6.917       7.433       7.898       8.304       8.646       8.819       8.995  

 +/- Change in net working capital    1.086    -1.184        317    -12.268            98          630          676          677       1.044      -1.039         -935         -819         -688         -348         -355  

+/- net investments    3.217     3.204     4.542     80.536       9.154       8.538       9.862     11.922     12.468     12.690     12.539     12.249     11.806       9.907     12.219  

= Free cash flow       788     3.827     1.309    -59.124          924       1.974       1.902       1.310       1.895       5.246       6.878       8.322       9.758     12.017     12.044  

+/- new debt or amortization on old debt   -1.386       -662        954     23.878       1.717          893          910       1.393          957         -976         -956         -937         -918         -900         -882  

- net financials after tax       760        507        639       2.339       2.250       2.295       2.341       2.412       2.460       2.411       2.362       2.315       2.269       2.223       2.179  

Shareholders in Carlsberg Breweries A/S      -325       -397       -508     29.482               -               -               -               -               -               -               -               -               -               -               -  

= Free cash flows to owners   -1.033     3.055     2.132    -67.067          390          572          471          292          392       1.860       3.560       5.070       6.571       8.893       8.983  

- Dividends    1.033    -3.055    -2.132     67.067         -390         -572         -471         -292         -392      -1.860      -3.560      -5.070      -6.571      -8.893      -8.983  

= Excess liquidity 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

 

  



Appendix 38 – Forecasted Income Statement, Worst Case 

 

 

 
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 terminal 

Western Europe 26.257 27.221 27.394 37.059 38.061 38.441 38.826 39.214 39.606 40.002 40.402 40.806 41.214 41.626 42458,98 

Eastern Europe 9.912 11.435 14.640 19.136 20.824 21.240 22.090 22.973 23.892 24.609 25.101 25.603 26.115 26.638 27170,48 

Asia 1.625 2.298 2.535 3.552 3.627 3.772 3.998 4.238 4.493 4.762 5.048 5.149 5.252 5.357 5464,10 

Net revenue 37.794 40.954 44.569 59.747 62.512 63.454 64.914 66.426 67.991 69.374 70.552 71.559 72.582 73.621 75.094 

                
Cost of sales 17.099 18.362 20.692 28.642 29.967 30.418 31.119 31.843 32.594 33.256 33.821 34.304 34.794 35.293 35.998 

Gross profit  20.695 22.592 23.877 31.105 32.545 33.035 33.796 34.583 35.398 36.117 36.730 37.255 37.787 38.329 39.095 

                
Sales and distribution expenses 12.494 13.214 13.566 16.720 17.494 17.757 18.166 18.589 19.027 19.414 19.743 20.025 20.312 20.602 21.015 

Administrative expenses 2.568 2.715 2.806 3.620 3.788 3.845 3.933 4.025 4.120 4.203 4.275 4.336 4.398 4.461 4.550 

Other operating income /expense -224 -114 -170 -270 -267 -271 -277 -283 -290 -296 -301 -305 -310 -314 -320 

Share of profit after tax, associates  -230 -85 -101 -81 -184 -187 -191 -196 -200 -204 -208 -211 -214 -217 -221 

Operating profit before special items 6.088 6.860 7.776 11.116 11.714 11.891 12.164 12.448 12.741 13.000 13.221 13.410 13.601 13.796 14.072 

                
Special items, net  661 154 -317 -1.305 -121 -122 -125 -128 -131 -134 -136 -138 -140 -142 -145 

EBITDA 6.749 7.014 7.460 9.812 11.594 11.768 12.039 12.320 12.610 12.866 13.085 13.272 13.461 13.654 13.927 

                
Depreciation and amortization (fixed assets) 2.985 3.181 2.951 3.619 4.837 4.910 5.023 5.140 5.261 5.368 5.459 5.537 5.616 5.696 5.810 

Impairment of goodwill -842 -112 -6 -332 -1.267 -1.242 -1.217 -1.193 -1.169 -1.146 -1.123 -1.100 -1.078 -1.057 1.036 

EBIT 2.922 3.721 4.503 5.861 5.489 5.616 5.799 5.987 6.180 6.353 6.503 6.634 6.767 6.901 9.152 

                
Tax 816 1.055 1.286 336 1.208 1.236 1.276 1.317 1.360 1.398 1.431 1.460 1.489 1.518 2.014 

Tax shield 
    

623 635 648 661 674 687 701 715 729 744 759 

NOPAT 2.106 2.666 3.217 5.525 3.659 3.746 3.876 4.009 4.147 4.268 4.371 4.460 4.549 4.639 6.380 

                
Financials, net 1.055 704 887 2.999 2.830 2.886 2.944 3.003 3.063 3.124 3.187 3.250 3.315 3.382 3.449 

Tax shield 295 197 248 660 623 635 648 661 674 687 701 715 729 744 759 

Net profit 1.346 2.159 2.578 3.185 1.452 1.495 1.579 1.667 1.758 1.831 1.886 1.924 1.963 2.001 3.690 

 

  



Appendix 39 – Forecasted Balance Sheet, Worst Case 

 

 

 
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 terminal 

Intangibles  20.481 21.064 20.976 20.992 21.963 22.294 22.807 23.338 23.888 24.374 24.788 25.142 25.501 25.866 26.384 

Intangibles aquisition - - - 63.374 62.107 60.864 59.647 58.454 57.285 56.139 55.017 53.916 52.838 51.781 52.817 

Fixed assets  20.220 20.303 22.020 33.931 35.501 36.036 36.866 37.724 38.613 39.398 40.067 40.639 41.220 41.810 42.647 

Other non-current assets 1.477 834 797 2.412 2.524 2.562 2.621 2.682 2.745 2.801 2.848 2.889 2.930 2.972 3.032 

Total non-current assets 42.178 42.201 43.792 120.709 122.094 121.756 121.941 122.198 122.531 122.712 122.720 122.586 122.489 122.430 124.879 

                
Net working capital -3.940 -5.134 -4.813 -17.045 -16.214 -14.814 -13.473 -12.065 -10.588 -10.803 -10.986 -11.143 -11.302 -11.464 -11.694 

                
Invested capital 38.238 37.067 38.979 103.664 105.881 106.943 108.468 110.133 111.944 111.909 111.734 111.443 111.187 110.966 113.185 

                
Equity in million DKK 19.496 18.987 19.944 60.751 62.109 62.296 62.928 63.683 64.564 63.582 62.440 61.163 59.902 58.655 59.828 

NIBD 18.742 18.080 19.035 42.913 43.771 44.647 45.540 46.451 47.380 48.327 49.294 50.280 51.285 52.311 53.357 

Invested capital 38.238 37.067 38.979 103.664 105.881 106.943 108.468 110.133 111.944 111.909 111.734 111.443 111.187 110.966 113.185 

 

  



Appendix 40 – Forecasted Cash Flow Statement, Worst Case 

 

 

 
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 terminal 

NOPAT 2.106 2.666 3.217 5.525 3.659 3.746 3.876 4.009 4.147 4.268 4.371 4.460 4.549 4.639 6.380 

                
+ Depriciation & Amortization 2.985 3.181 2.951 3.619 4.837 4.910 5.023 5.140 5.261 5.368 5.459 5.537 5.616 5.696 5.810 

 +/- Change in net working capital 1.086 -1.184 317 -12.268 831 1.400 1.341 1.408 1.478 -215 -183 -157 -159 -162 -229 

+/- net investments 3.217 3.204 4.542 80.536 6.222 4.572 5.207 5.398 5.594 5.549 5.467 5.403 5.520 5.637 8.259 

= Free cash flow 788 3.827 1.309 -59.124 1.443 2.684 2.350 2.344 2.336 4.302 4.547 4.750 4.805 4.860 4.161 

                
+/- new debt or amortization on old debt -1.386 -662 954 23.878 858 875 893 911 929 948 967 986 1.006 1.026 1.046 

- net financials after tax 760 507 639 2.339 2.207 2.251 2.296 2.342 2.389 2.437 2.486 2.535 2.586 2.638 2.690 

Shareholders in Carlsberg Breweries A/S -325 -397 -508 29.482 - - - - - - - - - - - 

                
= Free cash flows to owners -1.033 3.055 2.132 -67.067 94 1.308 947 912 876 2.813 3.028 3.201 3.224 3.248 2.516 

                
- Dividends 1.033 -3.055 -2.132 67.067 -94 -1.308 -947 -912 -876 -2.813 -3.028 -3.201 -3.224 -3.248 -2.516 

= Excess liquidity 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

 

 



Appendix 41 – Inflation Rate in Denmark 

 

Forbrugerprisindeks, gennemsnitlig årlig inflation 
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Appendix 42 – Multiples 

EV EV/EBITDA P/E 

Current USDm Last 2008(e) 2009 (e) 2010(e) 
 

2008(e) 2009 (e) 2010(e) 

Carlsberg A/S 15695 7,7 7,88 7,38 6,77 
 

10,93 11,38 9,31 

Peer Median 64312 11,41 10,97 8,04 7,69 
 

11,82 11,94 10,53 

Heineken 26460 7,32 7,18 7,18 6,84 
 

10,53 10,36 9,25 

Anheuser-Busch Inbev 102164 15,51 14,75 8,9 8,53 
 

13,12 13,52 11,8 
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