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Executive summary 
The purpose of this thesis is to estimate the value of Carlsberg’s stock. 

The valuation is founded in a strategic study as well as an analysis of the historical financial 

performance.  

In the strategic study we have used well-known theoretical models such as Porters Five 

Forces and MLC, consequently summarizing findings in a SWOT synthesis. The strategic 

study shows that Northern & Western Europe is facing a period of stagnation in the market 

growth, which is related to the financial crisis and the maturity of the market. Eastern Europe 

and Asia are seen as markets with a considerable growth in the markets and the growth is 

estimated to continue in the long term. We also conclude that the brewing industry is affected 

by the M&A’s amongst the biggest companies, which have increased the competitive 

landscape especially in Northern & Western Europe. Carlsberg has benefited from this 

particularly in Russia. Further the study concludes that Carlsberg’s main strength is their 

knowledge in the brewing industry and their ability to promote their different brands. The 

analysis of Carlsberg’s historical financial performance shows a positive trend in their 

performance, and the markets in Eastern Europe and Asia, which Carlsberg particularly will 

benefit from in the years to come.  

The valuation is conducted through a DCF and an EVA model, which is founded on a budget 

and forecast based on the combined analysis of the strategic study and financial performance.  

The estimated value is subject to a sensitivity analysis of the underlying value drivers. The 

test shows clearly that the estimated value is sensitive in particular to changes in the WACC. 

A multiple valuation is furthermore conducted, and the conclusion is that our estimate from 

the DCF and EVA models of 605DKK is a fair value. The market value of Carlsberg is 

557DKK making the gap between the derived academic value and what the market expects of 

Carlsberg 48DKK. The underlying drivers for this as well as a general assessment of the 

underlying value creation is discussed. 
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1.0 Introduction - Chapter I 
This chapter’s purpose is to present the disposition and synopsis. It will consist of the 

following elements; motivation, structure for the thesis, empirical and theoretical base and the 

methodology (Olsen & Fuglsang 2004). 

1.1 Motivation 
This master’s thesis conducts a valuation of Carlsberg A/S. The motivations for a valuation 

are; i) combines complex strategic insights with financial knowledge ii) is the cornerstone of 

all corporate “acting” and financial money transactions (Koller et al 2010, p. 3 and Plenborg 

et al 2002, 2007). The motivations behind choosing Carlsberg, is because it is one of the 

biggest companies in Denmark as well as being a significant global player in the beer-industry 

(Carlsberg AR 2009). This position, in the global beverage industry, combined with the 

relative great performance throughout the financial crisis, makes it interesting to evaluate 

their performance. Because Carlsberg is founded here in Denmark (direct and easy access to 

knowledge) it is a shortcut to experience how success is obtained on foreign playgrounds 

(growth markets) like Eastern Europe and Asia (Møller 1990, p.16ff).  

Carlsberg has experienced some big changes with the acquisition of S&N, and has had big 

fluctuations in their share price over the last 2 years, even compared to the market (i.e. higher 

beta). A change in beta makes it even more interesting to find the academic correct share 

price and compare it with the current market pricing (Koller et al 2010, p.10). 

The big acquisitions of assets during 2008 and their implementation into corporate Carlsberg 

during 2009 and 2010 have changed Carlsberg’s growth opportunities significantly 

(dramatically changing their capital structure and risk profile) (Plenborg et al 2007 and Myers 

et al 2010, p.99). A change in the mental state of investors (fear), due to the financial crisis 

and/or the investment in growth- and emerging markets, creates mispricing (Koller et al 2010, 

p.369) and therefore it is interesting to conduct a valuation of Carlsberg. 

The industry shows tough competitive behaviour and is influenced by slow growth in Western 

European consumption, increasing prices on barley, sugar and malt and loss on foreign 

exchange rates (Carlsberg AR 2009 & Financial Times 2010a). 

When looking at their earnings capacity and performance it looks like Carlsberg has made it 

better than their competitors within these industrial specific characteristics. We aspire to learn 

exactly what Carlsberg has done differently to compete on this level (Plenborg et al 2009 p.2), 

which leads us to the problem statement. 
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1.2 Problem Statement 
“What is the value of Carlsberg?” 

The five questions that will assist in answering the above are: 

“What is Carlsberg?” Chapter II 

“What is Carlsberg’s strategic situation?” Chapter III 

“How is the financial performance of Carlsberg?” Chapter IV 

“Based on the strategic and financial analyses, what is the forecast?” Chapter V 

“Based on the forecast, and obtained knowledge, what is the value of Carlsberg A/S?” 

Chapter VI. 

This is Carlsberg (Chapter II) 
“How did the company end up the way it is now? “ We assess the former and current core 

beliefs, competencies and what Carlsberg builds its mission/vision upon. This is valuable for 

further analysis to assess the strength and direction of the vision/mission via an investigation 

on; - how it became this way (Porter 1985 and Williamson 1975)? On top of that, it is 

important to know how it is “kept” the way it is – leading to: “How is Carlsberg’s corporate 

governance?”  In “valuation” it is imperative to investigate how the link between the owners 

(shareholders) and the managers (executive directors) work efficiently through the “board” 

(Williamson 2002).  

Both structural as well as corporate governance significantly influence how attractive a 

company is to invest in (Plenborg et al 2007). 

Strategic Analysis (Chapter III) 
The objective of a strategic analysis is to observe facts, evaluate their impact and conclude 

appropriate strategic behaviour in the context of future growth. We ask: 

“How does Carlsberg position themselves? “ This is investigated to split out different key 

markets and their associated strategies (Kotler & Keller 2008). "What is Carlsberg really 

good at?” we ask in order to identify the key value drivers and core competencies 

(capabilities) that will be pivotal in creating and/or sustaining competitive advantages and 

thereby the success of Carlsberg (Williamson & Winter 1991 and Porter 1985, 1987). 

“What are significant external factors?”  External factors affect circumstances on markets. 

This is important when identifying future growth (Porter & McGahan 1997 and Frank & 

Bernanke 2008). 
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“Who are their main competitors?” Competitors are key. Since Carlsberg is in the battle with 

other brands, in different markets - and in which markets the winner is determined (Koller et 

al 2010, p.163 and Porter 1985).  

Financial Analysis (Chapter IV) 
Based on the financial statements of Carlsberg, we highlight and sum up the actual 

performance of the company. In an ex post perspective, whereas the historical performance, 

profitability and risk characteristics are instrumental benchmarks for the financial analysis 

(Koller et al 2010, p.185). We ask; “To what degree has Carlsberg performed, measured on 

relevant financial ratios in the dimensions of; growth, profitability and risk?” 

A key driver behind growth is investments and their counterpart depreciation, which will be 

studied in full and the result will indicate, whether Carlsberg holds the financial fundament 

for its growth strategies.  

A peer group analysis is conducted (Koller et al 2010, p.164, 305) in order to develop an 

understanding of how Carlsberg performs financially compared to its peers; “Is Carlsberg: 

Underperforming, matching, or outperforming its peers (closest competitors) in respect of 

financial value drivers?” 

This ex-post based analysis is conducted, since combined with the strategic analysis, it can 

create the foundation for the forecast.  

Budgets and Forecasting (Chapter V) 
Rooted in the above two analyses (Koller et al 2010, p.10), we generate budgets and forecasts 

for Carlsberg’s development for an explicit forecast period of 10 years and ask; “How would 

scenarios look that capture the “range” of success of Carlsberg’s potential strategy?”  When 

valuing Carlsberg, we construct three scenarios (Koller et al, p.294) capturing the level of 

success for Carlsberg’s potential strategy, and implement each of these scenarios in the 

forecast. “How will the figures in the explicit forecast of Carlsberg look?” The assumptions 

are laid out and the budgets and forecasts are made (Plenborg et al 2007 and Fama & French 

2000). For each of the significant value-drivers, the outcomes are explained and shown in 

tables and graphs.  

Valuation (Chapter VI) 
The above analysis have generated most of the input needed for the chosen valuation models 

– but before using the models it is imperative to evaluate the underlying theoretical 

foundations (Plenborg et al 2007, 2009) – so we will ask; “how do we ensure the best use? - 
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and what are the pros and cons of the valuation models?” Then the inputs need assessment 

and we ask; “what are Carlsberg’s rates of Beta and WACC?”  

The actual valuation is conducted, and in order to gain comprehensive knowledge about the 

value of Carlsberg, and by using the framework of sensitivity-analysis we ask; “How is 

Carlsberg valued – compared to its peers?” (Koller et al, p.290). To put it all in perspective 

we compare the theoretically derived result with the market’s assessment of the valuation of 

Carlsberg and ask: “how does our theoretical value differ from the real market value?” 

1.3 Methodology, study design and empirical- and theoretical base  
Completing a valuation is what the scholars name as fundamental – very thorough and 

detailed “driver-analysis”, and only using information that is publicly available (Koller et al, 

chapter 1). In essence it is all about evaluating, whether the market has priced the value of 

Carlsberg correctly or not – and for that we use three different valuation methods being; i) 

Discounted cash flows (DCF), ii) Economic value added (EVA) and iii) Multiple-based 

valuation model (Plenborg et al 2002, 2007).  

Before getting to the actual valuation, the framework and models require in-depth analysis of 

Carlsberg’s; i) historical financial performance, ii) strategic position and iii) use of that to 

capture future growth opportunities. To present significant and relevant information and carry 

out the analysis in a logical order (Plenborg et al 2007 and Olsen & Fuglsang 2004), the 

structure of this valuation, included models and theories will be like this; 

Chapter I - Introduction 
This synopsis is built up from acquired knowledge via the problem statement, which is the 

theoretical and empirical knowledgebase and context that statutes the problem and 

substantiates and explicitly states it (Møller 1990). Next up the relevance of the problem 

researched (is this an anomaly, paradox, planning problem or normally), after which the 

problem statement specifically describes the purpose. The statement of the problem requires 

precise and exact knowledge, and evolves with time (Olsen & Pedersen 1999). We will 

address both the epistemology and ontology in the way we express the methodology 

throughout this chapter (Bjerg 2006 and Flyvbjerg 1996). Finally the delimitations and 

source-criticism ensures no stone is left untouched and our motives as well as the technology 

of the science base are addressed, so that we know how the knowledge is produced (Olsen & 

Pedersen 1999).  
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Chapter II – What is Carlsberg? 
What is Carlsberg: is a presentation of the Carlsberg A/S and all of its aspects significant to 

the Valuation. This involves both quantitative and qualitative measures (Koller et al 2010, 

p.404) and the purpose of this is to give emphasis to what type of company Carlsberg is and 

what drives value in the company. The section will be somewhat descriptive however 

necessary to conduct further analysis (Plenborg 2007). 

Chapter III – Strategic Analysis 
Strategic analysis: is done to determine existing and future growth opportunities. The aim is 

to look for what could create economic rents, ways to “beat” the market – Carlsberg’s 

competitive advantages and their ability to exercise and capitalise on them now and in the 

future. The chapter starts from outside in – with industry level analysis using the Porter’s 5 

Forces Framework (Porter 1979, 1980). This helps identify what “market-place” Carlsberg 

operates in and what capabilities are necessary for a player in the industry to succeed (Pfeffer 

og Salancik 1978). Closely followed by a relative analysis called market life cycle or product 

life cycle (MLC, PLC) (Levitt 1982 and Catry & Chevalier 1974), put in play to assess the 

relative performance and positioning of Carlsberg compared to their peers. A peer-group 

introduction is imperative – in order to get an extensive perspective on Carlsberg’s strategic 

position via benchmarking (Koller et al 2010 and Kotler et al 2008). AB-InBev and Heineken 

are picked since all three companies share markets, M&A-historicism (big acquisitions in 

2008-09) and they are all global. These peers will be presented (and work as benchmarking 

objects) throughout the entire valuation and play a significant role in the financial analysis 

and sensitivity framework (Plenborg et al 2007).  

Chapter IV – Financial Analysis 
Financial analysis: is carried out for several reasons. The aim of the chapter is to display and 

highlight significant observations in the historical performance. We collect, recalculate and 

comment on public data from the past 5 years of annual reports. From the recalculated 

performance we use the DuPont Model (Plenborg 2007) to measure (and defragment) the 

profitability of Carlsberg. 

The strength of this model is that it provides a way to clarify the mechanism behind the value 

creation of Carlsberg. The framework also produces knowledge on other financial ratios in the 

past and present – providing a platform for the future (Koller et al 2010, p.185).  
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Chapter V - Budgets and Forecasting 
Budgets and Forecasting: This is the synthesis, bringing together both Chapter III and IV to 

produce estimations on future budgets (Koller et al 2010, p.185 and Plenborg et al 2007). The 

outcome is crucial – quantifying the analysis in actual future estimations on key elements of 

Carlsberg’s performance. 

Chapter VI - Valuation 
Valuation: is where the synthesis starts to produce, quantitative indications of answers. The 

CAPM (Sharpe 1964) will determine the cost of equity and will sum up to the required rate of 

return for the company, the WACC (Miles & Ezzell 1980). The WACC works as the way we 

“transfer” and “adjust” all the future cash flows, in order to calculate the present values. The 

DCF model is the most widely used – since it is theoretical “best practise” but also since it is 

(relatively) easily applicable (Plenborg et al 2002, 2007, 2009). DCF only uses cash-flows 

and disregards accounting based input, which is a benefit since accounting based measures are 

always misleading because of i) the discrepancy between market and book values or ii) they 

can have been manipulated with (in good or bad faith) (Plenborg et al 2007). 

The economic value added (EVA) model will, if applied correctly, yield the exact same result 

as the DCF model – but it enhances and enriches the information level (Plenborg et al 2007). 

EVA takes invested capital into account and especially the WACC-ROIC (EVA-spread) will 

matter to investors (Abate et al 2004). The ratio that tells us how much marginal “super-

normal”-performance Carlsberg is delivering.   

Lastly we are going to use multiples for a sensitive-analysis where we benchmark towards the 

peer group analysis, to address validity, reliability and robustness (Koller et al 2010 p.287). 

Project structure 
The project is structured in such a way that each section supports and relates optimally as 

shown in figure 1.1.  
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1.4 Delimitations 
Carlsberg produces and markets in more than 150 countries and holds the rights to more than 

500 different brands (Carlsberg AR 2009). In spite of that we do not plan to present every 

brand or investigate every single market. In accordance with huge analytical bodies (Moody’s 

and Euromonitor)) and Carlsberg themselves – we have divided Carlsberg’s markets into 

three segments. Even though circumstances of different value drivers might vary within these 

segments – then whenever plausible, we draw attention to significant underlying drivers. We 

only deal in significance for the market value and what can be attributed to Carlsberg’s ability 

to create value, which in turn rules out “soft” dimensions (Ross, Westerfield & Jordan 2006). 

We continuously expanded our scope since initially (in mid-July 2010) we proposed a cut-off 

date of the 2.april 2010. But now several cut-off dates later, the final date is 15th of November 

17.00pm (CET). Making the day and exact time the “official” real market value of 

Carlsberg’s stock (557DKK), and the latest day and time for any published announcement, 

newspaper article, scholar reference etc. (Plenborg 2007).  

Introduction

This is Carlsberg

Budget & Forecasting

Valuation

Financial Analysis Strategic Analysis

Conclusion

Chapter I

Chapter II

Chapter IV

Chapter III

Chapter V

Chapter VI

Chapter VII

Source: Own Creation based on Plenborg 2002

Figure 1.1 – Project Structure
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The project disregards any operation not involving beer, and focuses on the beer-making 

figures, abilities etc. The revenues etc. include non-beer products, but the logic is that the 

main and key driver for success, and what “drives” decision and priorities is beer (Carlsberg 

AR 2009).  

We choose not to use SABMiller as a peer, since AB-InBev and Heineken both have 

completed big mergers in 2008 and have fewer operations in the US, and therefore operate as 

better peers (Koller et al, p.483). 

1.5 Source Criticism 
A valuation is a discipline that is only based on publicly accessible secondary data. A 

valuation is embedded in nature of capital markets and the shareholder ownership via stock 

markets (Plenborg 2007). That being is said, it is as important as ever (Koller et al, 2010, 

p.290) to address the; validity, reliability and robustness of the sources used being; annual 

reports, announcements from executives (press-releases) industry and reports, statistical 

databases, scientific papers and newspapers/magazines. The annual reports for both Carlsberg 

and peers are valid and robust (Olsen & Fuglsang 2004). The only challenge is that there are 

room for interpretation and when that is present the reliability is at stake. The annual reports 

as well as the “comments from executives” are “selling-biased” – where Carlsberg has an 

interest in looking the best way possible – in turn making them downsize problem and upsize 

success (Olsen & Pedersen 1999). The quantitative data-sources are less vulnerable, since (by 

law), independent accountants have to “approve” them. Industry report and statistics like 

IBIS, beer profits, Euromonitor, Datamonitor, DataStream etc. are generally great – as long as 

we watch how, and to what extend, we make interference on it – and how the samples are 

created etc. (Bitsch & Pedersen 2002, p.171 and Flyvbjerg 1996). The scientific papers and 

textbooks are carefully chosen from a five-year education at CBS – with the purpose of 

representing the most academically correct result (Møller 1990).  

2.0 What is Carlsberg? – Chapter II 
This chapter will present Carlsberg and how the company reached the present status. The 

valuation of Carlsberg is about estimating the future cash flows, but before estimating the leap 

into the future you need have in depth knowledge about the platform you are standing on. The 

dimensions are highly pragmatic and include products, markets, suppliers and general 

performance (Plenborg 2002). Furthermore this chapter covers i) the organisational structure 

(the framework that supports the company’s processes) (Jacobides 2007 and Weber 1948) and 
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ii) the corporate governance (the coordination taking place – and ensurance of compliance 

that it is towards the same strategy and values) (Williamson 2002). 

2.1 The History of Carlsberg 
In 1847 J.C. Jacobsen founded Carlsberg, based heavily on the invention of Carlsberg’s 

special yeast, named Saccharomyces Carlsbergensis, brought from breweries in Bayern 

Germany (Carlsberg.com 2010).  Carlsberg was the first Danish company to produce lager – 

and they exported their first barrel of beer in 1868. Lager became a general drink and the 

quality of the beer was central to J.C. Jacobsen who even established a Laboratory (to ensure 

the quality) in 1875. The development was slow up until post-second World War. At that time 

Europe was dotted with breweries (like many other industries) and the following decades 

offered numerous M&A transactions. In 1964 Carlsberg acquired the Danish company 

Wiibroe – but the significant change came in 1970 when Carlsberg merged with the second 

largest brewery in Denmark; Tuborg (competition laws where a bit more liberated back then). 

During the late eighties and early nineties Carlsberg expanded into nearby countries such as 

Germany (Hannen-Brauerie) and the UK (Tetley). Carlsberg continued their expansive 

strategy and in the beginning of the millennium they became the market leader in Switzerland 

(Feldschlösschen) and joint ventured with Orkla’s brewery-section - providing market 

leadership in Norway and Sweden (Carlsberg.com 2010). The Orkla adventure also led 

Carlsberg into the Eastern European markets with part ownership of BBH (25%). During the 

00’s the Asian activities have developed, making Carlsberg a top 2-5 company in countries 

like Vietnam, Thailand and Laos (Carlsberg AR 2009 and Euromonitor 2010). 

Recent development 

In compliance with scholars like Ross, Westerfield & Jordan (2006) and practitioners like 

Euromonitor (2010), OECD (2004) & Merrill Lynch (2010) a historical development is best 

examined on the following significant parameters; i) M&A, ii) joint ventures iii) divestments 

and iv) manufacturing changes.  

2008 

Acquisitions 

Carlsberg A/S and Heineken buys the entire issued and to be issued share capital of S&N. 

Carlsberg gains complete control of Baltic Beverage Holdings (BBH) joint ventures and 

S&N's assets in France, Greece and Vietnam (Carlsberg.com 2010). Carlsberg also gains 

equity shares in the Chinese brewer Chongqing (17.5%). Carlsberg paid a total sum of 

54bDKK making it the biggest deal in Denmark ever (S&N 2008 & Euromonitor 2010).  
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Business agreements 

None in particular. 

Divestments and demergers 

Carlsberg sells their 20% stake in Israel Beer Breweries to its partner CBC which has an 

effect in both Israel and Romania (NPInvestor 2008a). Carlsberg also sells their 95.6% stake 

in Turk Tuborg and sells their operations in Turkey to CBC Group (Erhvervsbladet 2008a) . 

Manufacturing changes 

Carlsberg's joint venture, “South Asia Breweries”, strengthens its operations in India by 

adding two more Greenfield breweries, one in Maharashtra (West India) and one in West 

Bengal (East India) (NPInvestor 2008b). Both breweries became operational mid 2009.  

 

2009-10 

Acquisitions 

In the Asian market Carlsberg and Hué People’s Committee signed a Memorandum of 

Understanding in which the Committee confirms its support for Carlsberg to acquire the 

Committee’s 50% shares of Hué Brewery. Carlsberg also completed the acquisition of 

additional 12.25% of Chongqing Brewery Co. Ltd, China now holding a 29.71% stake  

(Reuters 2010 and Carlsberg.com 2010). 

Business agreements 

Carlsberg has made an agreement with the Mexican brewery Grupo Modelo to extend the 

current business cooperation to include nine new markets (Gmodelo 2009). This agreement 

ensures that Carlsberg's subsidiaries in Russia, Kazakhstan, Uzbekistan, Ukraine, and Belarus 

as well as the markets Kirgizstan, Turkmenistan, Tajikistan and Moldova will distribute 

leading brands (Reuters 2010). 

Divestments and demergers 

As of 1st of August 2009 Carlsberg Deutschland sells their brewery in Braunschweig to 

Oettinger Brauerei GmbH and announced in Q3 2010, that their Swiss brewery is to be closed 

by mid-201. 

Carlsberg's subsidiary in Norway, Ringnes A/S, has finalised an agreement to sell the brewery 

in Arendal to a group of local investors keeping 20% of the company. 

Carlsberg announces plans to close Pori brewery in Finland (Carlsberg.com 2010). 

Restructuring 

Carlsberg announces that the future production will be concentrated in its Northampton site. 

Capacity at the site will expand from its current 4.5 million hectolitres to 6 million hectolitres. 
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This will facilitate a transfer of beer production from its Leeds productions site, which will 

close in 2011. The development at Northampton commenced in mid 2010 and will be 

completed by mid 2011 (Euromonitor 2010). 

Organic growth history 

An important fact is that Carlsberg recognises that, equally important as all the mergers, 

acquisitions, joint ventures, restructuring etc. is the fundamental ongoing organic growth the 

existing and newly “included” businesses performs. Carlsberg is dynamic and eager to adapt 

and apply their strategic fit to the ever-shifting environment and consumers (Carlsberg.com 

2010 and Euromonitor 2010). 

2.2 Organization 
Carlsberg is structured as a line organization.  

 
This means that the Board of Directors are responsible for the management of the company 

and conducts the supervision of the Executive Board (Carlsberg.com 2010). The Board of 

Directors is constituted by 12 members and 8 of them are voted for at the annual general 

meeting. The remaining 4 members are elected by the employees in compliance with the 

Corporate Governance Codes and Principles of Denmark (ECGI 2010 and Prospect 2008). 

The function of the Executive Committee is to ensure the execution of Carlsberg’s strategic 

development and warrant that there are clear objectives across Carlsberg. The Committee 

Board of Directors

Executive Board

Carlsberg Breweries

Group Headquarters

Northern Europe

Source: Own Creation based on Carlsberg’s Annual Report
2009 and Carlsberg.com

Figure 2.1 – Carlsberg’s Organisational Structure

Executive Committee

Western Europe Eastern Europe Asia
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consists of the Executive Board and the heads of the regions and functions (like operations, 

HR and Corporate Finance) (Carlsberg.com 2010). The Group Headquarters represents 14 

divisions such as Communication, Finance, Sales & Marketing, Research and Development 

among others. From Headquarters stems the strategic planning, idea creation and 

organisational change, which then is implemented in the four main regions (Carlsberg.com 

2010). 

2.3 Corporate Governance 
Since Carlsberg is a public listed company, (and thereby owned by thousands of people) they 

have to be in compliance with current corporate governance regulations. The 

recommendations (ECGI 2010) are on a “comply or explain” basis and Carlsberg complies 

with most of the recommendations. Carlsberg’s corporate governance standards are definitely 

acceptable and in line with similar corporations. 

The only thing that “stands out” is the owner structure. Carlsberg issues dual class shares, and 

in the next section we will examine some of the deviations from the recommendations of 

OMX Copenhagen Stock Exchange (ECGI 2010). 

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 gives the right to 20 votes whereas the B-share 

has only 2 votes each. Furthermore the A-share has a right to a return in the form of dividends 

(Carlsberg AR 2009, p.52). This structure is by scholars and practitioners alike known as the 

controlling minority structure, which separates positive cash flows from control rights of the 

same cash flows (Jensen and Meckling 1976). 

At the end of 2010 more than 55.000 investors, also referred to as “free floating”, were 

registered by name as part owners of Carlsberg A/S. Together they represent 91% of the 

capital share of the B-shares which represent 70% of total capital.   
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The vision of the Carlsberg Foundation states, that they should be the largest shareholder and 

withhold at least 51% of the voting power (72.84% in Q3 2010) and more than 25% of the 

company share capital (30.3% in Q3 2010). 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 (Carlsberg.com 2010). 

Reading “between the lines” the foundation is put in place to prevent a hostile takeover 

(where a poison pill or repurchase could be methods used) as well as to overlook the long-

term strategic development of the company (Myers et al 2010, p. 902 and Jensen 1986). 

 

Impact of the Dual Class Shares 

Consulting the literature on the impact of dual class shares, it is not very extensive nor very 

homogenous in its conclusions (Masulis & Wang 2009 and Myers et al 2010, p.955). In 

empirical perspective dual class equity produce a negative impact on the stock price, in 

particular when dual class shares cause the disproportional ownership. It produces a discount - 

which is measured to be between 23%-29% of firm value. The value discount is most 

prominent in firms with low cash flow concentration, unified control and high assets value 

(Gompers et al 2003). 

The mentioned indicators and influential factors match perfectly on Carlsberg’s profile. So 

the concluding findings are, in compliance with Bennedsen & Nielsen (2005), that even 

though dual class shares can enforce a value discount on a firms share price – the owner 

structure does not seem to affect the operating performance. 

Free floating/publicThe Carlsberg 
Foundation

Carlsberg A/S

Source: Own Creation based on Carlsberg’s Annual Report
2009 and Carlsberg.com

Figure 2.2 – Carlsberg’s Ownership Structure

Carlsberg Breweries

BBH Subsidiaries and 
affiliates

100%

100% 1-100%

30% 70%
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2.3.2 Corporate Governance Practices at Carlsberg 
The OMX Copenhagen Stock Exchange has governance guidelines/recommendations, which 

are written in the second part of the Nørby Committee’s report and were recently updated 

(ECGI 2010). Companies in the OMX must comply with these guidelines, or explain any 

deviations from them. The Nørby Committee explains that good corporate governance is 

implemented, since it is in the interest of the company, to undertake this type of self-

management (Nørby Comm 2005, p.12). 

Eight strict guidelines exist. Carlsberg fulfils only six of them, and deviates from two, in the 

context of the composition of the board and compensation of the directors and the managers. 

Looking at the part about compensation of the directors and managers it is stated by the 

committee: “It is recommended that the exercise price for options granted be higher than the 

market price at the time they are granted”. The idea behind this guideline is to create the 

incentive of creating shareholder value in the long run. But the deviation from this guideline 

is a minor problem since a lower exercise price can lead to the same incentive (Møller et al. 

2001). This isn’t the case at Carlsberg. As Carlsberg writes: “the exercise price corresponds to 

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

Another guideline set up by the Nørby Committee says that it is recommended that at least 

half of the board members and the board of directors are elected by the general meeting and 

should therefore be independent. Also any person related to the major shareholder of the 

company is not looked upon as an independent person (Nørby Comm 2005, p.14).  

In the case of Carlsberg, the board of directors that have been elected at the general meeting 

and have a close link with the major shareholder (the foundation), are five out of eight. Since 

they represent the foundation, they are not independent (Carlsberg AR 2009, p.157). The 

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

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

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

problem is that shareholders will find it impossible to replace the board since the foundation 

presently holds 73% of the votes (Carlsberg AR 2009, p.57f).  

2.4 The Strategy of the Carlsberg Group 
The markets, which Carlsberg operates in are: i) Asia, ii) Eastern Europe and iii) Northern & 

Western Europe (Carlsberg.com 2010). Carlsberg’s strategy (Carlsberg.com 2010) is focused 

on these regions, and where they are headed is stated in the vision:  
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“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” - 

“Probably the best beer company in the world.” 

… and on how  to get there… the Carlsberg mission says; 

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

people together and adding to the enjoyment of life”. 

To execute the vision and mission, the excellence programme has been engaged – a 

programme Carlsberg has implemented, in order to provide the structure and the necessary 

guidelines, governance and framework to deliver results (Porter 1987 and Carlsberg.com 

2010). 

2.4.1 Excellence Programme 
The former CEO Nils Smedegaard Andersen created the Excellence Programme in 2003, 

which had a special focus on margin improvements. The margins should be increased through 

3 parts: control of the cost, increased efficiency, and optimisation of turnover growth (sales 

and marketing). With a success in the Northern & Western European region, the program was 

implemented globally. 

Not only was the Excellence Programme initiated to fulfil the strategy and vision of the 

company. A project of standardization was also conducted. The purpose of this project is to 

streamline and optimize internal processes, and at the same time adapt them individually to 

the local demands (Porter 1985, 1987 and Prospect 2008, p. 67f). 

2.4.2 Growth focus 
Growth issues retain focus in Carlsberg. Having a mission that states growth as one lever, 

demands continuous focus. Delivering on this promise, two departments are pivotal; operating 

excellence (organic growth) and the M&A department (un-organic growth). Both departments 

are devoted to developing the company in the direction where growth can be reached (Nelson 

& Winter 1982, and Myers et al 2010, p.882). 

2.4.3 Markets 
As mentioned earlier Carlsberg works as mentioned earlier on different markets, which 

represent (in Carlsberg’s case) different stages of development. The characteristics of some of 

the markets are mature with stagnating or declining consumption whilst others are emerging 

and growing, due to the different standards of living. Income per capita and the size of the 

middle class will affect the total beer consumption.  
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The evaluation of the different markets stages is an important tool when assessing the risk 

profile and profitability and provides insight as to how to distribute resources between 

different divisions. Much more on this at a later stage, in paragraph 3.2.1. 

 

Asia 

In 2009 the beer consumption of this region was around 332 million hectolitres (see appendix 

1) (Euromonitor Data 2010).  

The Asian region is a split market, as it consists of both mature markets like Malaysia, Hong 

Kong and Singapore, and then on the other hand emerging markets like India, China, and 

Vietnam. The characteristics are: i) Large populations, ii) Increasing income per capita and 

iii) Growing economies (Euromonitor Data 2010 and Euromonitor 2010). 

Leading positions are held in six of the southern Chinese provinces (see Appendix 3). Only 

7% of the turnover in 2009 comes from this region, and it was in 2009 the only region, which 

didn’t decrease its GDP growth (OECD 2010). 

Mainly local players exist in this region, and the international breweries are indirectly active 

through joint ventures. The only international brewery in top 5 is InBev with the third largest 

market share of 7,8% in 2009. Carlsberg’s strategy until now has 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 the new and existing market 

positions through organic growth (Carlsberg.com 2010 and Carlsberg AR 2009). Figure 2.5 in 

paragraph 2.5.2 will specify the composition of growth between organic and acquisitions. 

 

Eastern Europe 

In 2009 the beer consumption of this region was around 200 million hectolitres (see appendix 

1). This market is a growing market; the economy is growing in general (despite the financial 

crisis), which in turn leads to a larger middle class. 

The culture of the market is characterized by a long history of alcohol consumption (Prospect 

2008, p.55), and the increase in the size of the middleclass in this region has occurred because 

of the strong economic growth seen until mid 2009. This new generation is in pursuit of a 

different image than the old generation who drank beverages with a high concentration of 

alcohol (Prospect 2008).  

The change in the above mentioned cultural factors points towards possible growth 

opportunities for the beer industry in Eastern Europe (Euromonitor 2010), in despite of the 

financial crisis. 



 

page 21 of 151 

The Carlsberg Group has a strong position in this region with a market share of 25,4% (see 

Appendix 3) following the complete ownership of BBH. In 2009 44% of Carlsberg’s total net 

turnover came from this region (Carlsberg AR 2009, p.13). The largest market in Eastern 

Europe with an estimated consumption of 95 million hectolitres in 2009, is Russia. The 

Carlsberg group is a market leader due to the ownership of BBH, which has the largest brand 

Baltika in the Russian market. In turn also making it the largest brand in Eastern Europe 

(Euromonitor 2010). 

The largest breweries (measured on volume) in this region besides Carlsberg are Heineken, 

SABMiller, and InBev with a market share of 16,2%, 15,1% and 12,1%, respectively 

(Euromonitor 2010). The strategy of Carlsberg in Eastern Europe has until now been to create 

a stronger position in this growth market, in order to create long-term growth in turnover, 

volume and profit. 

The balance between volume growth as consumers’ interest in premium products increases 

and volume growth as the market expands, is important. And to create volume growth it is 

necessary to utilize the benefits of economies of scale with BBH. 

It is, also important to the value growth that large investments in marketing and innovation 

have been made to affect the customers’ need for premium products (Euromonitor 2010, 

Brand Assessment). 

 

Northern & Western Europe 

The beer consumption of this region is estimated to be around 158 million hectolitres in 2009 

(see appendix 1) (Euromonitor Data 2010). This volume in the market is caused by a strong 

off trade structure, strong traditions in the consumption of beer, and consumers that are 

vulnerable to innovation (Prospect 2008, p.54). The financial crisis did not have an impact on 

volume – however (which we will examine later) it affected a substitution from premium to 

“normal” brands. A steady level of consumption and in some countries even declining 

consumption characterizes the market (see appendix 3). The Carlsberg group has leading 

market positions in Scandinavia, Northern Germany, Switzerland, France and Portugal. In 

2009 43% of Carlsberg’s total net turnover came from this region (Carlsberg AR 2009, p.45). 

The players in this region are both local and global and the four largest had, in 2009, a 

combined market share of 43,2% (see appendix 2). In this region the largest breweries are 

Heineken and Carlsberg with a market share of 17,4 % and 11,2% respectively and InBev 

comes in third with 10,5 %. The market positions of Carlsberg are under great pressure on 

some of the Northern & Western European markets like Italy, Germany, and U.K. 
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Carlsberg’s strategy in Germany is: “back to your strength” (Børsen 2008a). This entails 

reducing resources in the Southern part of Germany and focus on the Northern part instead (as 

mentioned in paragraph 2.1). The idea behind this is to focus on the markets were Carlsberg 

has a strong position and the ability to benefit from economies of scale. Same thing is 

happening in Italy where Carlsberg is focusing on the Northern part of Italy instead of the 

Southern part, because of the domination in the market by SABMiller and Heineken. 

In Northern &Western Europe the strategy is to improve profitability by improving i) the 

product mix and ii) the costs. This is basically already a success, due to the use of the 

Excellence Programme, but Carlsberg communicates that a continuous use of the programme 

is instrumental to ensure continued improvement in profitability (even mentioned in 

Carlsberg’s vision). 

Carlsberg, like the rest of the Northern & Western European market, is investing in premium 

brands with higher value such as less-calories products to improve its product mix and hereby 

the operating margins (Prospect 2008, s.105). 

2.4.4 Products 
Carlsberg’s brand strategy (Carlsberg.com 2010 and Prospect 2008) is to combine local and 

regional brands along with the most important international brands such as Tuborg, Carlsberg, 

Baltika, Kronenbourg, and Holsten, which will now be presented. 

 

Carlsberg 

The brand Carlsberg is the company’s global premium brand, and also one of the world’s 

best-known brands. This brand is being sold in the off-trade1
 in over 100 countries.  

A big part of the Carlsberg brand includes sponsoring large sports events. Soccer has been the 

most important sport so far, with sponsorships such as the English soccer team Liverpool 

since 1992 and the main sponsor of the last 12 years of the European Championship in Soccer 

(EURO 2012 will be the latest) (Euromonitor 2010, p.4) – this really ensures; “Carlsberg - 

part of the game!!”.  Carlsberg’s international brand strategy is partly to invest in these 

prestigious sports events, and the idea is to strengthen Carlsberg as a premium brand and 

thereby promote sales. 

 

Tuborg 

                                            
1 Definition of “off-trade”: when consumption does not occur when purchased, so in retail-stores. 
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Carlsberg’s regional premium brand is Tuborg and is sold in more than 60 countries. Recently 

it has had a great success in Eastern Europe and in specifically on the Russian market. 

The brand idea behind Tuborg is to sponsor live music events, like festivals and concerts. 

In Russia they sponsor GreenFest, which is a line of festivals in different parts of Russia. 

They have also been the core sponsors of the Roskilde Festival since 1991. Live Nation made 

Tuborg the official beer in Great Britain, which is the biggest organizer of festivals and live 

music in the UK. Because of these types of sponsorships Tuborg is always connected with 

live music. 

 

Baltika, Holsten and Kronenbourg 

Baltika, Kronenbourg and Holsten are three other important big brands of Carlsberg’s. 

Kronenbourg is the 8th largest brand in Europe. It is the leading brand in France and the core-

market brand of the Kronenbourg Company (Euromonitor 2010). 

Holsten is a significant regional brand in Carlsberg’s beer portfolio. In 2007 it was launched 

in some of the Eastern European countries as well as Great Britain. 

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

to the size of the Eastern European market. 

2.5 The Financial Development of Carlsberg 
Carlsberg’s financial development in certain areas, are presented to give an overview. The key 

figures will be shown based on a geographical segmentation and are analyzed in depth later in 

Chapter IV.  

In figure 2.3 we have indexed figures with 2004 as the base year. It shows a constant top line 

growth during the entire period. Cost of sales grows faster than revenue – while EBIT grows 

at an almost double rate. It indicates that Carlsberg performs better in fixed and financial 

optimization – but since these figures are not reformulated we cannot rely on the information 

(Plenborg 2002). 

 

 

Figure 2.3 - Indexed key financial accounting ratios
2004 2005 2006 2007 2008 2009

Net	  Revenue 100 105 113 123 165 164
Cost	  of	  sales 100 105 112 126 175 168
EBIT 100 127 161 195 254 355
Source: Own creation based on Carlsberg Annual Report 2009
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2.5.1 The Carlsberg B Stock 
The development in the price of the Carlsberg B stock and earnings per share measure is 

particularly interesting in Carlsberg’s case because of the stock emission (issue of new shares) 

carried out during May and June 2008. A total of 76.278.403 new shares were issued at 

400DKK (through stock-options to existing shareholders) raising a net proceed of 

approximately 30bDKK (Prospect 2008).  

Two specific incidents draw attention, when looking at the stock development: 

i) The stock issue created 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 and ii) the stock took a 

serious hit in late 2008 together with the rest of C20, but have over performed ever since.  

 

2.5.2 Segmented Financial Performance 
It makes sense to present Carlsberg’s financial development into a geographical segmentation. 

Figure 2.5 represent the development from 2008 till 2009. 
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Asia 

The Asian markets generated a mere 7% of Carlsberg’s total revenue in 2009. 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. In addition there is an increasing focus on the Indian market (mentioned in 

paragraph 2.1), which is expected to become interesting for Carlsberg in the future. 

 

Eastern Europe 

The markets in Eastern Europe have generated 31% of the total revenue in 2009 a decline 

from 2008. The EBIT margins on the contrary grew by a staggering 33% - taking it to a three-

time more profitable level than any of the other markets. Again this is accounting data – why 

we expect it to be less reliable than later “re-calculated” figures (Plenborg 2002). 

 

Northern & Western Europe 

Traditionally the Northern & Western European market has been responsible for most of 

Carlsberg’s revenue. 2009 has not been any different and the Northern & Western European 

market is responsible for 62% of the total revenue. The Northern & Western European market 

is mature and it is hard for any player to gain market shares from organic growth (Levit 1982, 

Frank 2009, p. 475 and Myers et al 2010). 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. 

Figure 2.5 - Geographical Segementation 2008-2009 development

in mdkk or %
Revenue (2009)
Revenue in % of total
Change in revenue
Organic growth
Other growth
EBIT
Change in EBIT
EBIT margin
Change in EBIT margin
Source: Own creation based on Carlsberg Annual Report 2009
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2.6 Part Conclusion 
Carlsberg is a company consisting of a wide range of different brands on three main markets. 

Each market has different levels of engagement, and different characteristics.  The main key 

success drivers are sales & marketing and keeping their margins. The general historical 

financial performance of Carlsberg is good and they produce an accounting surplus (positive 

earnings). 

Carlsberg’s strategy focuses on growth through efficiency improvement (Excellence 

Programme) and acquisitions. 

The history of Carlsberg shows that market shares and growth largely have been conducted 

through M&A deals. The takeover of S&N shows an expansion into the top 5 beer companies 

worldwide. 

Concerning the governance of Carlsberg a good structure and performance is shown, since the 

general standards of the OMX are kept. Though a dual share class is found, in turn suggesting 

Carlsberg will trade at a discount. Issues related to the market of corporate control are 

identified (Møller 2004). It is impossible to enforce corporate control since 73% of voting 

power rests in the hands of the foundation and board. 

Both Carlsberg’s markets in Europe is declining and the only market with increasing revenue 

and growth is Asia - which only counts for 7% of Carlsberg’s incoming cash flows.  

Figure 2.6 recaps findings in Chapter II. 

 

n/aGood structure and performance, but should trade 
at discount since dual share classes. Not possible 
to enforce corporate control, since the foundation 
and board controls 73% of voting power.

Organisational structure & market for 
corporate control

Governance

Chapter II Description of KSF being; driver, lever, 
fact, core competency etc.

Impact Carlsberg
ROE

Economic 
Rents

Pragmatics products, markets, suppliers and 
general performance.

Many brands, three main markets – all on 
different levels, ok supplier relations and good 
overall performance – Key success drivers are 
sales & marketing via brand-value. Control 
margins.

n/a n/a

History Expansive behaviour Many M&A-deals, expanded to top5 in the world. 
Last M&A-deal looks successful. 

n/a n/a

Strategy Excellence program, growth focus Focus on organic growth by efficiency 
improvement of acquisitions and existing market-
share.

n/a n/a

Markets Market performance Europe is performing bad, asia growing but only
counts for 7%.

n/a n/a

n/aGood structure and performance, but should trade 
at discount since dual share classes. Not possible 
to enforce corporate control, since the foundation 
and board controls 73% of voting power.

Organisational structure & market for 
corporate control

Governance

Chapter II Description of KSF being; driver, lever, 
fact, core competency etc.

Impact Carlsberg
ROE

Economic 
Rents

Pragmatics products, markets, suppliers and 
general performance.

Many brands, three main markets – all on 
different levels, ok supplier relations and good 
overall performance – Key success drivers are 
sales & marketing via brand-value. Control 
margins.

n/a n/a

History Expansive behaviour Many M&A-deals, expanded to top5 in the world. 
Last M&A-deal looks successful. 

n/a n/a

Strategy Excellence program, growth focus Focus on organic growth by efficiency 
improvement of acquisitions and existing market-
share.

n/a n/a

Markets Market performance Europe is performing bad, asia growing but only
counts for 7%.

n/a n/a

Source: Own Creation

Figure 2.6 – Part Conclusion Chapter II
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3.0 Strategic Analysis – Chapter III 
The purpose of this chapter is to determine how Carlsberg utilizes and operates their assets 

and how they navigate in their surrounding environment. The industry itself influences future 

growth opportunities and trends and Carlsberg’s relative position towards their competitors 

are scrutinized (Myers et al 2010, p.99, Kotler et al 2010). When key success factors and core 

competencies are analysed the strength and direction towards the peers are synthesized 

(Prahalad & Hamel 1990 and Porter 1980).  

Significant external factors derived by the macro economical analysis are highlighted (Frank 

and Bernanke 2008) and their impact on Carlsberg’s ability to generate future profits are 

analysed.  

The regions of Carlsberg’s operations are each investigated on the trends and easy 

accesses/entry barriers in the markets (Porter 1979 and Porter & McGahan 1997, p.15-17). 

MLC is a framework used to determine the potential cash flows stemmed from Carlsberg’s 

product portfolio (Catry & Chevalier 1974 and Geoffrey Moore 2010). To synthesize the 

findings, a SWOT-framework is applied, which will be used as a foundation and reference for 

the budget forecast in chapter V. 

3.1 Macro Environment 
The strategic fit between i) Carlsberg’s strategy and ii) the development and trends in the 

marketplace (lead by the key drivers) will be derived from this analysis. 

Opportunities and threats in the marketplace constitute themselves in the three significant 

markets (Asia, Eastern Europe, Northern & Western Europe) and each with their individual 

altering key drivers (Frank 2009). Carlsberg does business in an ever-changing environment 

on dynamic markets and we have consulted scholars Koller et al 2010, Myers et al (2010) and 

Frank and Bernanke (2008) and identified the key drivers representing either threats or 

opportunities as being; i) consumption per capita ii) movements in consumer preferences iii) 

GDP development and iv) governmental interference. 

3.1.1 Asian Market 
In 2002, far away from the headquarter in Copenhagen, the Chinese beer-market took the 

position as the worlds largest (measured in volume) and has held it since. The religion, 

inherited cultural habits and food schemes are solid fundamentals for the stability of the 

market. What makes it increasingly interesting is an observed shift towards a western life-

style, which will make the Chinese beer-market even more interesting to Carlsberg 

(Euromonitor 2010). The same trends seen in China over the past 5 years have slowly evolved 
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in India, and because of the size of potential customers it could be interesting. The 

fundamentals (like food culture, lifestyle) mentioned for China are less significant for India. 

What slows down the development; is mainly the religion (Hinduism), which does not favour 

excessive alcohol consumption (McKeigue et al 1993).  

The investments in India are announced but not yet carried out (Børsen 2009a), as mentioned 

in paragraph 2.1. But we do expect it to happen in the short to medium run. 

If we take a look at the historical development in Beer-like products vis a vis the GDP (Figure 

3.1) – the beer-consumption has not been able to keep the same momentum.  

 
Most importantly we observed a low disposable income in the Asian region, which in turn 

makes price sensitivity and cross-price sensitivity significantly higher in this region 

(Euromonitor Data 2010 OECD 2010b). Along the same lines it is observed that the low 

profit margin on “normal” beers accounts for most of the revenue flow (Carlsberg AR 2009 

and Euromonitor 2010). Consequently a continuous focus on economies of scale is mandatory 

to withhold the profit margins. In addition we observe proportional low beer consumption per 

capita (Will be scrutinized at a later stage, see figure 3.5).  

These three observations lead us to expect that the level of beer consumption per capita will 

increase in Asia. That makes both an early acquisition/financial build-up, as well as ongoing 

organic growth, opportunities to exploit the dormant markets (Euromonitor 2010, slide 9). 

The high GDP growth favours an expansive growth strategy (on volume, brands and 

production capacities) where future cash flows from operations are driven by macro-factors 

(Myers et al 2010, p.102) and thereby without efforts are multiplying investments and market 

share (Bodie et al 2008 p. 422 and Porter and McGahan 1997). 

Source: National statistical offices/OECD/Eurostat/Euromonitor International -  
Date Exported (GMT): 10/09/2010 09:41:11

Figure 3.1 -  Indexed grow th in Asia's consumption of 'Beer- like' 
products -  baseyear 2004 (mUS).

75

100

125

150

175

2004 2005 2006 2007 2008 2009

Consumer Expenditure on
Spirits
Consumer Expenditure on
Wine
Consumer Expenditure on
Beer
Total GDP



 

page 29 of 151 

Expansion is not new to Carlsberg, it is embedded in their history and is even mentioned in 

their mission (as mentioned in paragraph 2.4). 

Furthermore we observe that the continuously strong Yuan is positively driving the growth of 

the region, mainly by lowering the value of foreign debt and expands positive trade in US-

dollars (Dengruo 2010 and Reuters 2010a).  

Asia has in the last three years been troubled – but it looks like three macro-factors are 

increasing their power and importance: i) China’s currency is gaining influence all over the 

world (driving growth in all Asia), ii) Asia is showing great GDP-performance (could be 

driving the whole world out of recession) and iii) in 3-4 years time Asia is expected to boom 

(OECD 2010a and Asia Finest 2010). When the rest of the world is out of the recession and 

Asia has a larger “market share” and influence than pre-financial crisis, it will increase their 

power and influence. 

The development showed, that when the whole world was suffering from the financial crisis, 

the Asian region where strong enough to ride off the storm. They continued to produce 

positive GDP development, which is, in light of the relative performance towards the two 

other regions, an indisputably strong performance (OECD 2010b). 

The analysis of the macro economical situation in Asia, indicates in despite of the declining 

momentum that the positive development shown in figure 3.1 will continue. Furthermore 

investments in the region should be accounted for as being riskier, expected payoff being 

higher in line with the characteristics of emerging markets (Klaus Meyer et al 2006 and 

Grossman & Helpman 2002). 

 

Key Success Factors in Asia are: 

• Maintain economies of scale by expanding production capabilities – otherwise 

margins will be stressed. 

• Apply expansive strategy focusing on market share and brand awareness to become a 

significant player, since the unavoidable movement towards complete competition will 

eventually diminish the possibility to gain market shares. 

3.1.2 Eastern Europe 
Closer to the Danish headquarter is the Eastern European market, which shows 

extraordinarily good performance up until 2008. Carlsberg entered the region in 2000 (in 

cooperation with Orkla) and through a steady organic growth and small acquisitions slowly 
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gained ground. Carlsberg cemented their position in late 2008 by acquiring the remaining 

50% stake of BBH, and overnight became the biggest player in Eastern Europe. 

Figure 3.2 shows that up until 2008 the expenditure rose, and then in 2009 rapidly dropped to 

2006-levels. The trend is led by Russia and presents a serious blow to Carlsberg since up to 

31% of the revenue stream is generated in Eastern Europe (Carlsberg AR 2009). 

 
On the 5th of August 2010 Russian officials proclaimed that they would ban grain exports 

amidst the worst drought in at least 50 years (Roberts 2010), which would lower Carlsberg’s 

ability to keep up margins. This is because the price of barley, wheat and other ingredients 

involved in beer production may rise, in turn increasing COGS, and forcing Carlsberg to 

increase their prices. On top of that the Russian government raised the taxes by 200% in 2009 

(Carlsberg AR 2009). A uniform reaction across the industry was observed transferring the 

expense directly to the consumer, which is spotted in figure 3.2. (Euromonitor 2010 and 

Beveragedaily.com 2010a), and could explain a significant part of the rapidly declining 

consumption. 

To answer to the commodity fluctuations and the potential material impact (on COGS) 

Carlsberg hedged its raw products and will continue to do so in the future, more on this at a 

later stage (Bloomberg 2010a). 

The increased popularity of beer, until 2008, is partly due to a cultural change towards a 

Northern & Western European lifestyle – but also strongly aided by the young middle class’ 

improved disposable income (Prospect 2008, p. 10-19). The obvious and imperative thing to 

do is heavy brand maintenance towards that specific segment, which is sure to lead the 

national economical improvements (Kotler 2010 and OECD 2010d). Carlsberg carries a 

Figure 3.2 -  Indexed grow th in Eastern Europe's consumption of 
'Beer- like' products -  baseyear 2004 (mUS).
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history from the market of Northern and Western Europe that shows it can be done 

(Carlsberg.com 2010). 

Also observed is that the ruble has advanced 10 percent against the DKK year 1H2009-

1H2010, more on this later in paragraph 4.5.2. 

Since the expenditure dropped and is only expected to increase a little or stagnate – future 

focus is deemed to be on profit margins. And since efficient production facilities are in place 

and Carlsberg already have 31% of the market – premium products (with higher margins) are 

optimal. This strategy and trend was already under development in 2008 – but have been 

halted in the mist of the recession (Børsen 2008b). 

Positive macroeconomic trends leading to a brighter outlook for Carlsberg are:  

I) Micex (Russia's stock market index) was the best performing last year among all major 

indexes tracked by Bloomberg. Russia emerged slowly from recession in 2009, posting two 

straight quarters of growth (last two), ii) the country's vast natural resources meant it was well 

poised to take advantage of recovering, input-hungry countries like China or supplying oil to 

the ever-demanding economy.  

Key success factors in this region are: 

• Nursing the influential brand awareness and be on the forefront with development.  

• Improve premium segment to increase profit margins 

• Utilize experience in value chain optimisation drawn from the Northern & Western 

European market to increase market share – since most likely the market will adapt 

towards the Northern & Western European Market trends. 

• Indulge in lobbyism and constitute to act swift on macroeconomic issues – allocate 

resources to hedge on raw materials. 
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3.1.3 Northern & Western Europe  

 
Fluctuations in general market conditions are not likely to impact beer-consumption – but the 

general recession and sudden drop in GDP spanned off on beer-sales (Euromonitor 2010 and 

Datamonitor 2010). Figure 3.3 shows the same trends as in the Eastern European Market; up 

until 2008 displaying positive growth rates perfectly correlated with GDP (correlation: 0,995). 

The decrease, on the other hand, favour beer over spirits, and in addition declines softer than 

the GDP. It is good for the industry.  

What is not shown in the graph is the switch from high-margin beers to low-margin beers in 

the recession, which in turn lowers profits for Carlsberg (Euromonitor 2010). 

What Carlsberg then gain, as a major player, are two things; i) an ability to keep customers 

and market share, since substitution is kept within the brand range of Carlsberg, and ii) that 

the large acquisitions might turn out to have a long “pay-back” period – but on the other hand, 

right now, proves to be a ticket to survive – based on improved economies of scale and a deep 

and broad presence in the Region (Grossman & Helpman 2002 and – Myers et al 2010, 

p.885).  

Carlsberg will not grow in the Northern & Western European region unless further 

acquisitions of suffering companies (which we believe they will pay a market-price for – in 

turn not producing EVA) (Koller et al 2010), investing in R&D or by even further improving 

the share of premium beers (which is not likely to happen in the short term). 

We observe an increased focus on the mature markets on Alcohol Abuse. Which leads to an 

increase in taxes or duties (Goliath 2005) as seen in Russia and in turn will lead to either less 

consumption, higher prices, but surely lower margins.  

Figure 3.3 -  Indexed grow th in Nothern & W estern Europe's 
consumption of 'Beer- like' products -  baseyear 2004 (mUS).
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Generally it is concluded that increases in the prices of beer leads to reductions in drinking. 

This conclusion concurs with the fundamental law of economics called the downward sloping 

demand curve, which states that as the price of a product rises, the quantity demanded of that 

product falls. Since the price of beer and alcohol can be manipulated through tax policies, the 

findings regarding the relationship between alcohol price and alcohol consumption clearly are 

relevant for policy makers interested in reducing alcohol consumption and its adverse 

consequences (Frank 2009, p. 172). Indeed, any governmental body anywhere in the world on 

Carlsberg’s markets have implemented many policies to combat alcohol abuse, and are 

thereby holding a significant power over the industry. We expect this to have a moderate 

impact on the profits since both the impact and the likelihood of it happening on a serious 

scale is small (Popsop 2009). 

Key success factors in the region are: 

• Maintain market position through branding.  

• Portfolio-attitude both on width (presence in all preferences, countries, demographics) 

and depth (both premium, mainstream and cheap brands). 

• Keep a healthy cash-pool and guard liquidity ready to invest in troubled companies. 

3.2 Industry Analysis 
This analysis is a review of the beer industry and serves to provide an idea about how well a 

given group of companies are expected to perform as a whole. 

It is the interaction (rooted in Porter’s five forces) between markets and organisations within 

the beer industry that materialize information about attractiveness and general performance 

indicators for the sector (segment of the market) as a whole. The Porter’s five forces 

framework (Porter 1980) provides a relative scale of success and power within the sector, 

which is a significant factor when attributing to future opportunities to generate cash flows 

(Plenborg et al 2007, 2009).  

Furthermore we examine Carlsberg’s ability to capitalize on growth opportunities through a 

market life cycle analysis (based on attractiveness and supply of “reap” markets). To identify 

internal controlling abilities, a value chain analysis (Porter 1987, 1997) is conducted, 

providing the solid foundation, of which the growth opportunities rest. When Carlsberg 

exploit core competencies and capabilities (which produce competitive advantages) they 

interact with the environment why an analysis of the relative performance towards peers are 

necessary (Prahalad & Hamel 1990 and Kogut & Zander 1992).  
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3.2.1 Porter’s Five Forces 
Michael Porter (1979) has identified five competitive forces that shape every industry and 

every market. These forces determine the intensity of competition and hence the profitability 

and attractiveness of an industry (Johnson et al. 2006). The rivalry that stems from the five 

forces has a fundamental impact on a company’s ability to generate economic profits. 

 
Entry Barriers 

Buyers' incentives        
Buyer volume 

Buyer information 
Brand identity 

Price sensitivity
Threat of backward 

integration 
Product differentiation 
Buyer conc. vs. industry 
Bargaining leverage

Substitutes available 

Source: Own Creation based on Porter 1979, Kotler et al 2010 

Figure 3.4  - Porter’s Five Forces in the Beer Industry
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The significant entry barriers materialize around three different subjects; liquidity, 

distribution networks and economies of scale, (Porter 1979, 1985). Both the ‘altitude’ of these 

barriers and the profit potential will determine how easy and attractive it is for a new 

company to enter the market. 

 

Entry Barrier 1: Liquidity Challenges 

Especially in the light of recent extraordinary events of the financial crisis, where the demand 

for liquidity is a high barrier in itself, the below mentioned factors gain more strength and 

induce steeper curves and rapid trends (OECD 2010f). 

Two major considerations are observed; i) the marginal declining ability to gain excess cash 

from organic growth, in a time where markets face that liquidity has become more and more 

important, and ii) a high initial investment - makes the possible threat of new entrants limited. 

The industry is dominated by many M&A-deals (Inbev/Anheuser Busch, Heineken & 

Carlsberg/S&N, Molson & Coors) and entering Carlsberg’s beer-markets through M&A 

requires capital but more importantly it’s risky, and the new entrants cost of capital increases 

(which in turn heightens the demand for capital) (Market Watch 2010). In fact entering is not 

the problem, it is the sustainable organic growth afterwards and avoiding the winners curse 

(Frank 2009, p. 223), that has proved to be the challenge.  

This massive liquidity required to secure the global brand awareness forces new entrants into 

risky business. And since competition increases and in turn margins, especially in the 

“established” markets lowered year-by-year (making them less and less attractive), the 

aggregated demand for return increases. On the contrary this provides indications of whether 

the battle is, and will be fought, on the emerging markets. 

 

Entry Barrier 2: Distribution Networks 

The distribution networks compose the second factor. The availability is an ever-dominating 

factor within retail, since having; the correct amount, at the correct time, at the correct place, 

is fundamental (Kotler et al 2010). Traditionally you look at “on trade” (directly to the 

venue/shop) and “off trade” (through wholesalers) segment (Carlsberg AR 2009). Carlsberg is 

represented in both segments, with mainstream products in the on-trade (with free market 

forces), and premium products in their off-trade (with more long-term-contracts). The off-

trade market is split between the major global players and their brands, and has small a threat 

of new entrants (Prospect 2008, p. 36). On the other hand the on-trade segment represents a 

serious threat to the market, since small, specialized and high quality brands can enter and 
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gain market share. In addition it hits Carlsberg and its peers on their premium beers, where 

the margins are highest. 

In many markets Carlsberg and their peers vertically integrated the distribution and made it 

part of their value-chain (Carlsberg.com and Prospect 2008, p. 414). This makes the threat of 

new entrants decline, (since Carlsberg’s trucks will surely not transport Nørrebro Bryghus 

Lager (Frank 2009 and Kogut & Zander 1992). 

 

Entry Barrier 3: Economies of scale 

In the beer industry the important players compete on consumer preference towards a certain 

brand, since all products are beer with only slightly different tastes, values, bottles etc. The 

markets generally represent a differentiated oligopoly with few big players (our previously 

mentioned peers and in addition SAB Miller), see appendix 3. So economies of scale are 

exploited in all aspects of their value chain, and they mainly show the biggest difference in 

production and distribution (Frank 2009, p. 510 and Porter 1985).  

Everybody can produce beer in their basement and this means no huge barriers in ability, but 

the production will be slow, display uneven quality and prove expensive. Since big scale 

production of beer is extremely expensive and demands a lot of knowledge and equipment, it 

produces extreme entry barriers. 

A competitive market like this is built on brand awareness (Kotler et al 2010) and forces the 

players to constantly position their brands optimallly in the consumer’s minds. 

The market displays substitution from premium to mainstream beers, but the volume of sales 

is kept intact. The players mitigate the “entrants” in the premium sector, in whole “chains” of 

brands like “Jacobsen2” from Carlsberg etc. Carlsberg and their peers deliver the same 

perceived value as the microbreweries in respect to originality, uniqueness in use of crops, 

yeast, recipes etc. Since the production facilities in combination with the efficient and well-

integrated distribution makes the marginal costs drop and the margins rise leading to a 

competitive advantage, we observe a declining impact from microbreweries, because of their 

higher marginal costs and smaller market shares. Last influential observation is the increased 

price sensitivity (stems from the homogenous products with low switching costs) forcing the 

price down (Frank 2009, p. 46). And what is better than economies of scale to obtain a low 

cost-base, so you can sell your products just marginally cheaper and by that gain market 

                                            
2 Jacobsen beer is one of Carlsberg’s premium products (costs 6-9times more than standard beer) 
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shares. In turn making premium beers a standard product and impossible for “micro-

breweries” to follow. 

By this we can conclude that the Northern & Western European markets have reduced 

amounts of threats/risks from new entrants. 

 

Buyer Power 

Two main barriers come into play: i) relative bargaining power and ii) price sensitivity. 

Relative bargaining power is a subject that deals with whether the end-user would be able (i.e. 

have enough power) to influence prices, whereas price sensitivity is a measure that holds the 

degree of how important the price is (fluctuations) is for the actual buy (Porter 1985 and 

Frank 2009, p. 118).  

 

Buyer power 1: Relative bargaining power 

The bargaining power in the off-trade segment has increased with the growth and dominance 

of supermarket chains. They are covering up to 80% of all consumer goods – and in addition 

some of these chains even have big corporate umbrellas (like Bilka, Føtex, Netto etc. being 

owned by Maersk) (Euromonitor 2010). As mentioned above the size is important, and 

centralised procurement and sourcing activities shift more bargaining power towards buyers 

(Prospect 2008). The result of this domination by the supermarkets is negatively affecting 

margins and hereby the attractiveness of the industry. Overall Carlsberg does not encounter 

great bargaining power from the buyers. The biggest purchaser represents to less than 5% of 

turnover and the largest five contribute no more than 15% (Prospect 2008, p. 67). 

When addressing the bargaining power in the on-trade segment, it is small. The reason being 

as mentioned above, size is important. And since shopping for beer is made on an individual 

basis or at maximum the household, no real threat exists. In addition (from Carlsberg’s 

perspective) the more customers Carlsberg have the less important they are. This marginal 

declining impact make buyers less important to Carlsberg – resulting in a no impact by 

switching to another customer (Frank 2009, p. 371-372).  

It sums up that Carlsberg does not face big threats from the bargaining power of buyers. 

 

Buyer Power 2: Price sensitivity 

When consumers choose the premium brands the choice rests on quality, taste, raw-products, 

bottle design etc. resulting in a moderate price sensitivity (Frank 2009, p. 118). Mainstream 

beers are more elastic (since they do not hold any unique characteristics – except branding) 
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like Carlsberg and Tuborg (Kotler et al 2010). Consumers observe mainly the amount of 

alcohol obtained pr. litre and the brand value. Carlsberg is capable though of exploiting the 

consumer surplus by differentiating in price over the different supermarkets, demographically, 

time a day and involvement etc. (Prospect 2008). 

This sums up that premium brands are not price sensitive but mainstream brands are. 

 

Supplier Power 

We observe how much companies like Carlsberg are reliant on the upstream supply chain (i.e. 

suppliers delivering raw products). Here one significant barrier exists, named switching costs 

based on supplier concentration (Carlsberg AR 2009). The companies engage in sourcing 

activities to try and find the optimal composition of suppliers of raw materials. 

All companies in the industry have sourcing and procurement departments and for the global 

players, the huge geographical span makes it possible to source and procure on a global scale. 

In addition there exists “markets” for every commodity. As an example malt and barley are 

very homogenous products and can therefore easily be traded on the exchange, where market 

forces drive the price (Frank 2009, 172-173).  

If threats exist in the macro environments, it gives the opportunity to hedge against volatile or 

scarce resources as well. In both emerging and traditional markets we observe an increasing 

use of raw materials that are switched from local to regional or even global centred sourcing 

activities, lowering bargaining power of suppliers. 

 

Threat of Substitutes 

The most important driver is “product for product” substitution. The consumers have several 

substitutes to beer; the most significant being; wine, spirits, RTD’s (ready-to-drink) and cider. 

(see appendix 1). These products either have the same functional effect (like wine is enjoyed 

with food) or similar taste (cider). 

Appendix 2 presents all three markets and their consumption pattern trends identified by 

growth in relative figures. Subsequently it forces some aggressive numbers for products with 

low absolute initial values. Wine is a luxury product and a core wine user is usually in the 

area of 45 to 54 years old (Koerber 2000).  This group of consumers have the highest spend, 

since they control the highest income. But studies show demographic (they get older), cultural 

(back to beer) and macro-economic factors (financial crisis, shift towards cheapest alcohol pr. 

Litre fluid) negatively influence wine consumption - making it less serious of a threat to beer 

(BeerInstitue 2010).  
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RTD means ready to drink and is a pre-mixed alcoholic beverage, often with high amounts of 

sugar. It is marketed towards young drinkers, but also towards consumers that value 

convenience over quality. RTD’s are a relatively new phenomenon and already very well 

established in the market place, as seen in the huge growth figure in Appendix 1. Lately they 

have been heavily criticised for enhancing alcohol abuse among youngsters (Abuse 2010). 

This observation favours Carlsberg’s beer consumption, as the above mentioned “abuse” will 

higher the possibility of increased taxes on the RTD’s, which ceteris paribus will increase 

beer consumption.  

From appendix 1 we observe that RTDs are actually growing in market size by volume on the 

Northern & Western European market, while performing an unclear trend in Asia and Eastern 

Europe. RTD’s cannot be seen as a serious threat to beer consumption in either of the 

markets.  

Appendix 1 and 2 indicates that cider consumption is growing significantly in Northern & 

Western and Eastern Europe. Cider is a fruit based alcoholic type of beer - with same alcohol 

level and carbon dioxide. There is clearly a growing trend – but many believe that it is yet too 

early in the “curve” to base any distinct conclusion on the observation (NACM 2010). Since 

the starting point is relatively low, the growth figures that are shown in appendix 1 represent 

moderate absolute figures. 

Appendix 2 clearly shows that spirits are the preferred alcoholic beverage in Eastern Europe 

and Asia. This might be because spirits are less expensive. 

Cultural preferences are obviously a determinant supporting growth. If the emerging markets 

become more westernized (see paragraph 2.x) then the relative price difference might also be 

advantageous towards beer – since the general available income is the fastest increasing in the 

world. This corresponds with appendix 2 also showing that the market for spirits are declining 

– and beer is taking over.  

 

Degree of Rivalry 

The rivalry among existing firms is based on facts we actually observe or expect to observe in 

the marketplace. Since the markets in which Carlsberg is present on varies, the analysis will 

be performed on each market individually. The dimensions chosen to be most significant are 

growth rate, competitor concentration and exit barriers. 

If high growth in a market is expected, the competition tends to be less fierce since targets are 

easier to meet, because the relative market share is expanding. On a declining or flat market 
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trend, competition is fierce since each customer counts. And when there are no new customers 

it becomes a zero-sum game (Frank 2009, p. 377). 

The “four-firm concentration ratio” framework CR4 (see appendix 3) shows the percentage of 

the market share amongst the 4 largest firms on each market. The CR4 ratio gives us a good 

understanding of the rivalry as opposed to the “Herfindahl index”, which is used more to get 

an idea of the rivalry amongst all the players in the market (Demsetz 1973). 

 

Asia 

In 2009 the CR4 ratio was 38,2% equal to the accumulated market share of the top 4 

companies. This indicates perfect competition or at least oligopoly (Frank 2009, p. 363).  

History tells us that slowly the local players will either merge to steer away from the 

competition from global players or will be acquired by MNC3.  

As mentioned in paragraph 2.4.3 “Asia” is as a region is characterized by growth . The market 

represents both mature and emerging markets among the countries. And even inside a country 

there can be a difference such as in China, the country being so big and the culture/way of 

living being differentiated (see paragraph 2.4.3). Looking isolated at the beer-sales (measured 

by volume) it is forecasted to perform at a CAGR of 5% during 2009-15 (Market Wire 2009). 

China obviously represents the key driver accounting for 72% of the entire growth 

(Euromonitor Data 2010g). 

A way to identify the behaviour is to look at the historical consumption per capita (see figure 

3.5) and it is possible to spot a growing trend in several countries. The indications to explain 

are dual: i) first it is cultural, meaning that Asia is influenced by the westernized way 

(mentioned in paragraph 2.4.3) and ii) second they have additional income, which directly 

will improve and indirectly substitute them away from “cheap” liquor (Euromonitor 2010) 

                                            
3 Multi National Corporations 
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As mentioned in paragraph 3.1.1 “Asian Market”, measured on volume –China is the world’s 

largest beer market. It holds a great future potential since the gap to “westerners” amount of 

beer consumption would prove an enormous impact on any company with a significant 

market share. 

The fact that China is important shows in the CR4-ratio (see Appendix 3), which for the 

individual country is 48.4% (oligopoly) and thereby higher than the average of the region.  

All the above observations indicate that rivalry among existing firms is less aggressive than in 

Carlsberg’s other markets. This stems from “market share” being less scarce (Frank 2009, p. 

454 and Pfeffer & Salancik 1978). It is almost as if the players have divided the countries 

amongst them (monopolistic competition). Exit barriers are perhaps a bit lower than in the 

other markets since investments are cheaper (both in human and operational capital). 

Carlsberg is mainly present in the western part of China and not the eastern part (Børsen 

2009a), which leaves room for improvement and challenging tasks ahead in order to capture 

the full potential of the region.  

 

Eastern Europe 

A CR4 rate of 68,8% in 2009 is divided into AB-InBev, SABMiller, Heineken and Carlsberg 

(see appendix 3). There is a high concentration in this region due to several M&A deals (see 

Figure 3.5 – Liters of Beer Consumption per Capita in Asia pr. year
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paragraph 2.4.2). Although this would normally lead to a higher rivalry between parties – it 

was absent – since the industry up until 2008 was growing (Porter 1985, Kotler et al 2010). In 

Eastern Europe the industry is expected to grow with CAGR of 1,5% over the next five years 

(Market Wire 2009). Most countries in figure 3.6 have a growing consumption of beer per 

capita up until the recession.  

The economic downturn took its toll on Eastern Europe, and combined with the increased tax 

and commodity-issues on the Russian market - the beer industry took a major hit. The 

potential in the region is still present – imagine countries like Russia, Ukraine and Romania 

(with 200million people) approaching Czech Republic in consumption per capita, with 

Carlsberg’s market share it would be a gold mine. A drop in growth caused by the external 

factors, demands the industry to focus on margin improvement. The Excellence Programme is 

just that, and enhances margins on all levels of the value-chain (Prospect 2008).  

 
As mentioned in paragraph 2.4.3., Russia is the largest and most significant market for 

Carlsberg in the Eastern European region. Carlsberg holds a great position in the Russian 

market, since having many years of international representation it can be characterized as 

almost mature.  

Exit barriers are high, similar to those of Northern & Western Europe. We observed a 

negative pull to produce economic rents and a positive pull generated from growth 

Figure 3.6 – Liters of Beer Consumption per Capita in Eastern Europe 
pr. year
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opportunities. The financial crisis slowed down the development, but we still expect the 

market to be great in the future. Consequently already now major players will fight for their 

market shares, bound by the future potential (Børsen 2008d), in turn making the rivalry 

medium. 

 

Northern & Western Europe 

We observe the beer-market in the western world to be old, traditional and somewhat 

aggressive. The different players in the oligopoly compete in differentiated competition and 

bombard the consumer on new/additional/retro values derived or associated with drinking 

their beer. The market is expected to grow at a 0% CAGR in the following five years (Market 

Wire 2009 and OECD 2010a). 

Based on our calculation the CR4-rate was 43,2% (see appendix 3), which is made up by AB-

InBev, Oetker, Heineken and Carlsberg. The rest of the market shares are held by local 

(country-specific) brands. The small companies typically hold around 1% of the regional 

market share and trade on the regional/country specific individual taste/perceived value etc. 
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The “matureness” represented by the consolidation-rate results in an increased rivalry among 

competitors. The Northern & Western European market moves toward monopolistic 

competition since the split is at a CR4 rate of 50% (Frank 2009, p. 478 & Demsetz 1973).  

The production facilities in Northern & Western Europe are well developed and many years 

of market data makes it efficient to control the supply-chain flow. When the general demand 

goes down (forced by a negative push to the economy) the margins are pressed and capacity 

slack can be expected (Myers et al 2010 and Frank & Bernanke 2008).  

The growth of the industry is made up by a flat trend (with a few declining events) of 

consumption as described in paragraph 2.4.3 “Northern &Western Europe”. This tells us that 

beer companies have to exchange market share to increase their turnover. In addition the 

regions production sites operate with no slack so Carlsberg and the other companies in 

Northern and Western Europe are facing both margin and top-line challenges (Datamonitor 

2007a and Euromonitor 2010). 

The region holds the worlds most mature markets and a high level of beer expenditure. Since 

the volumes are great, and dependency on this huge market becomes a competitive challenge 

it becomes less and less attractive and competition will drive profits towards zero.  

Figure 3.7 – Liters of Beer Consumption per Capita in Northern & 
W estern Europe pr. year

10,0

20,0

30,0

40,0

50,0

60,0

70,0

80,0

2005 2006 2007 2008 2009 2010

Germany

Netherlands

Denmark

Sweden

United Kingdom

Western Europe
AVR
Spain

France

Note; Not shown in graph, since follow the trend of Spain are; Belgium (47L), Switzerland (29L), Finland (89L), 

Greece (15L), Portugal (22L), Austria (65L), Norway (41L), Ireland (41L), Italy (17L) in 2010.
Source: Alcoholic Drinks: Euromonitor from trade sources/national statistics 
Date Exported (GMT): 22/11/2010 23:06:21 -   ©2010 Euromonitor 
International



 

page 45 of 151 

In order to maintain the focus on improving/keeping margins in a declining/stagnating 

marketplace is by Carlsberg done via mainly optimizing the supply-chain by closing down 

capacity, being supporting breweries in France, UK and Germany. The proposal of 2008 was 

to close down 12 factories (Carlsberg AR 2009) and it all stems from the Excellence 

Programme mentioned in paragraph 2.4.1 (Børsen 2008e). 

Exit barriers are impacted since a company does not easily switch to another industry, when 

the asset-specificity in machinery and brand value is high (Kotler & Keller 2008/Williamson 

& Winter 1991). 

In essence the rivalry in the Northern & Western European region is significant and stems 

from: high concentration (CR4-ratio) and the high level of consumption, which is 

declining/stagnating and creates smaller operating margins amongst the big players.  

 

3.2.2 Competitor Analysis 
We are now familiar with the competitive landscape, general structures in the marketplace 

and the business environment of Carlsberg. Subsequently we dig into the competitors, since 

the relative balance on key success criteria needs to be addressed in order to fully evaluate the 

potential and likeability of future cash flows from operations. More specifically we examined 

where competitors are, their development and future strategies (Porter 1985, 1987). In essence 

it sums to what capabilities and strengths Carlsberg possess. By a combination of exclusivity 

and focus comes the ability to develop them into competitive advantages, which then could 

drive economic rents (Koller et al 2010, p.766 and Nelson & Winter 1982).  

 

Efficiency Programmes 

Efficiency programmes are put in place in order to create, maintain and improve “best 

practise” ways of operating performance. In other words; develop optimal return on 

investments. It rests on lean processes, system/network learning and value-chain optimisation 

(Porter 1985, 1987 and PMM 2010), which improves performance by optimizing already 

existing tools, abilities, people, processes etc. 

In 2009, Heineken ended a three-year Fit2Fight cost-saving programme, aiming to save €450 

million before taxes, from the fixed cost base. The program succeeded, but was caught up by 

the financial crisis in turn making it “ever-important”. The Fit2Fight programme and serious 

outsourcing of non-core activities have made Heineken much more lean. The programme is 
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sustained and is expected to lead to a further increase in efficiency and thereby facilitating a 

competitive advantage in all markets (Heineken AR 2009). 

AB-InBev designed and implemented Voyager Plant Optimisation (VPO), which is a global 

initiative to achieve efficient operations, fast time-to-market and low cost of sales (COGS). 

The program is designed to accomplish better efficiency in its brewery operations and to 

generate cost savings. In addition a specific initiative is aimed at targeting the fixed cost-base, 

and is called Zero-Based-Budgeting (ZBB), by investigating and optimizing/minimizing fixed 

costs. It was implemented in the operations in the global headquarter around 2005-06, and 

further rolled out in regional offices up until the financial crisis (AB-InBev AR 2009). 

The financial crisis has done one specific beneficial thing towards cost-efficiency. It made it 

legitimate. Firing hundreds of employees, increasing workloads or cutting benefits etc. are 

now considered normal and the focus is ever-present from CEO to factory worker. 

Something, which has made big advanced solutions and programmes super-efficient because 

they are transitioned into, and accepted in, every-day operations4. 

 

Competitor Marketing  

On top of the “standard” carpet-bombing marketing, with value-perceived messages towards 

an obtained lifestyle by drinking their beers, the beer companies tend to be sports and 

entertainment orientated. AB-InBev has developed a great platform of quite aggressive 

marketing strategies, particularly aiming at the male adult consumers (28-38y) through 

sponsorship of arts, music and sports. Some of the sponsorship agreements are Palermo Polo 

Open Championship, Scottish soccer team, the L.A. Golden Globe Awards and not the least 

the Film Festival of Cannes (AB-InBev.com 2010). 

In March 2007 Heineken proclaimed a new advertising campaign for the Heineken brand in 

partnership with the UEFA Champions League, with a theme of "Enjoyed together around the 

world" (Heineken.com 2010). This brand campaign has helped Heineken to target sports 

lovers. In addition there is the Heineken Cup, which is an annual rugby union knockout 

competition connecting leading club, regional and provincial teams from the Six Nations: 

England, France, Scotland, Wales, Ireland, and Italy. Heineken has been the sponsor since the 

cup’s inaugural tournament in 1996 (Datamonitor 2007b, p. 12). 

 

Market positioning  

                                            
4 This a the view of the authors. No recent research have been able to prove it, but since it only strengthens our findings we 
include it as an observation. 
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The strength of Carlsberg peers measured on market share and asset size is imperative to 

study, in order to learn future strategies, values and the ability to reach those goals (Kotler et 

al 2010). We have manually adjusted the data back into 2004, to reflect the Anheuser-Busch 

and InBev merger and the Carlsberg/Heinekens S&N-deals.  

 

Asia 

The biggest spread in market share is seen in Asia (see figure 3.8). AB-InBev is leading this 

region massively. The only ones strong enough to compete are local brands, while Carlsberg 

and Heineken are only minor players. In mid 2000 AB-InBev completed serious investments 

in the eastern coastal province of Zhejiang (52 mill. inhabitants) by buying up local players. 

But the biggest acquisition was Sedrin Brewery, the largest brewer in the Fujian province 

(40m inhabits), located just south of the Zhejiang province (Datamonitor 2007c, p. 9). 

But notice the trend of AB-InBev and Heineken both decreasing, while Carlsberg is showing 

a steady increase. An increase, which could be offset by a M&A-deal, that could parallel-shift 

the development, and lift it to a higher scale and close the gap to AB-InBev. 

 

 
 

Eastern Europe 

Largely due to the acquisition of BBH, Carlsberg lead the development in Eastern Europe. 

And since the acquisition they are using that dominant force to gain at the expense of both 

AB-InBev and Heineken. AB-InBev experienced a massive decline in 2009. 

Figure 3.8 -  Market Share in Asia -  for Carlsberg and their peers, in 
% of total market volume.
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Heineken are increasing investments in this region by acquisitions of Sobol Beer in 2004, and 

a series of acquisitions in Russia in 2005 including; Patra Brewery, Baikal Beer Company, 

Stepan Razin and Ivan Taranov, (Datamonitor 2007b, p. 11-12 & Euromonitor 2010). But it 

does not seem to capitalize on the investments in terms of market share. Carlsberg is leading 

in this region, and growing faster than the competitors. 

 
 

Northern & Western Europe 

It is observed that Heineken is very strong in Europe, almost holding as much market share as 

the combined peers. This is both a good thing and a bad thing. Being the market leader is of 

course best, but maintaining the leading position has proven to be challenging in a “hungry 

market” (Kotler et al 2010). As explained earlier it is a zero sum game and the companies 

steel customers from each other, they don’t get new (Frank 2009, p. 377). 

Figure 3.9 -  Market Share in Eastern Europe -  for Carlsberg and 
their peers, in % of total market volume.
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Carlsberg’s overall positioning strategy is similar to that of its main competitors, AB-InBev 

and Heineken. Their marketing strategies are aimed at the same segment of the population 

and they all focus on music, art and not the least: sports. All breweries have put efficiency 

programmes into practice, to create uniform ways to operate and control the marketing 

efforts.  

 

3.2.3 Market life cycle  
A market life cycle (Geoffrey Moore 2010 and Levitt 1982) analysis is conducted in order to 

analyze the origins of Carlsberg’s revenues. By using the MLC framework (see appendix 11) 

it is possible to break down where/how the revenue and profits materialize now and in the 

future. It has proven more efficient for global players (in differentiated monopolies) to 

analyse on market life cycles instead of product portfolios (which in essence is beer, but 

marketed very differently) (Kotler et al 2010 and Frank 2009, p. 178).  

The logic rests in the dynamics of the model. Whereas the combination of balancing the 

markets, in different stages, is imperative. The goal is then how solid and substantial cash 

flows from stabile and mature markets provide Carlsberg with the resources to invest in 

emerging and upcoming markets. This will in turn ensure continuous growth and if 

competitive advantages are explored; economic rents (Koller et al 2010, p.766 and Plenborg 

et al 2007). Figure 3.11 and 3.12 shows revenue and assets split on different markets. 

Figure 3.10 -  Market Share in Northern & W estern Europe -  for 
Carlsberg and their peers, in % of total market volume.
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Asia 

The emerging markets in Asia are new to all MNC-breweries and first entered in the early 

1990s (Business Week 2006). There is no doubt that the market has a huge growth potential. 

Two main drivers, which act as multipliers (Frank and Bernanke 2008) are i) trend towards 

western standard of living (drink internationally branded beers) and ii) trend of growing 

middle income population (the main beer drinking population) (Børsen 2009b). The relative 

values are small compared to Northern and Western Europe, which stems from the enormous 

consumer-base (50% of the world’s population). It makes serious room for improvement and 

points towards the “introduction-stage” in the MLC.  

Two additional observations support Asia as being in the introduction stage; i) in Asia the 

incoming cash-flows stem mainly from China and since Carlsberg (as mentioned in paragraph 

Figure 3.11 -  Carlsberg's Revenue split on Markets -  in mDKK.
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Figure 3.12 -  Carlsberg's Assets split on Markets -  in mDKK.
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2.4.3) is mainly represented in the “lesser developed” western part of China the general macro 

development is lagging a concrete “break-through” (see paragraph 3.1.1). Lastly ii) the 

investments play a role, since they are growing but at a more subtle level than in the mature 

stage (Levitt 1982). 

 

Eastern Europe 

Eastern Europe is known as a growing market with increasing sales as argued earlier in 

paragraph 3.2.1. Carlsberg has produced significant investments to be well represented in this 

region. It is the case of both foreign direct investments (FDI), but also direct M&A-deals like 

the S&N acquisition. The reason for the serious investment strategies is a growing and 

“secure” market, with low risk, since the countries are a part of or a near part of the EU27 

(Reuters 2009b and Grossman & Helpman 2002).  

In Eastern Europe, Carlsberg has almost doubled their revenue from 05-08. In addition their 

investments increased by 360% due to the S&N deal. When investments and revenues are 

increasing it provides indications of a growth market. But what we see in the last 2 years is 

that although the investments grew the revenue has not yet caught up. If the extraordinary 

effects from the financial crisis are left out, the Eastern European market is a growing market. 

 

Northern & Western Europe 

The opposite trend is spotted on the Northern & Western European market, where increases in 

assets are immediately turning much higher revenues (multiplication effect). As mentioned in 

paragraph 3.2.1 the Northern & Western European beer market is characterized by being very 

consolidated with stagnant and declining margins, and made even worse by the financial 

crisis. By definition the Northern and Western European market is in the “mature stage”. 

Another indication is visible in figure 3.11 and 3.12 where the 2005-2007 and 2009 marginal 

declining growth in revenue combined with lower investments is a clear classification of the 

mature stage (Geoffrey Moore 2010 and Kotler et al 2010). The significant jump in 2008 is an 

abnormal observation in the trend and is driven by the S&N-deal (Carlsberg AR 2009). 

 

3.2.4. Peer Group Comparison 
The market position of Carlsberg and the peer groups brands is shown in appendix 4 

The appendix shows how the companies have been active in the different regions. 
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Asia 

In appendix 4, we see that the Asian market consists of many local players. The leading local 

brand is “Snow” and both the peer group and Carlsberg are losing relative market shares. AB-

InBev holds a strong position compared to Carlsberg and Heineken. 

AB-InBev’s initial advantage is a big challenge for Carlsberg in the Chinese market, and 

Carlsberg must strengthen their position or liquidate themselves and seek other Asian markets 

(Myers et al 2010, p.966 and Koller et al 2010). 

 

Eastern Europe 

Carlsberg is well represented with a market share of 50% in total. Especially the Tuborg and 

Baltika brands have a positive progress. But basically we see that Carlsberg outperforms both 

Heineken and AB-InBev. This is expected to continue. 

 

Northern & Western Europe 

Carlsberg is strongly represented in Western Europe, but losing the relative consumption 

market share, which is the general tendency in this region. However the Western European 

market is relatively stable, and therefore steady cash flows are a result of this market in the 

future.  

 

3.3 Internal Analysis 
The internal analysis is conducted to define strengths and weaknesses of Carlsberg. We 

endeavour to provide evidence that the strategic fit gets clearer between the strategic 

capabilities and the main markets of Carlsberg (Kogut & Zander 1992 and Porter 1985). 

 

3.3.1 Value Chain Analysis 
Michael E. Porter creates the value chain analysis, which identifies activities in and around 

the organization that together creates the product. The origin of value creation/destruction is 

made clearer by studying the underlying activities (Johnson et al 2006). 

This analysis requires a systematic examination of how the core activities contribute to adding 

value to Carlsberg (see appendix 12). The value chain may also be useful in identifying core 

competencies and competitive strengths (Prahalad and Hamel 1990). 

 

Inbound Logistics 
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The logistics within the three regions are different so the procurement of raw materials is 

handled differently in Eastern Europe, Northern & Western Europe and Asia. 

Packing and purchasing of raw materials are handled from a central department in Northern & 

Western- and Eastern Europe. Large national and international suppliers are used in Northern 

& Western Europe whilst in Eastern Europe and Asia, small and regional suppliers are used. 

So to increase the value-creation Carlsberg implemented the Excellence Programme 

(Carlsberg AR 2009). The procurement strategy within the Excellence Programme focuses on 

reducing the number of suppliers in order to develop a better controlled and closer strategic 

collaboration, which will ultimately lower prices and create better service (Prospect 2008, p. 

67-68). The indirect sourcing department is also adding significant value by sourcing the huge 

spend of distribution, marketing and sales forces, which are acquired externally 

(Carlsberg.com and Prospect 2008). 

 

Operations 

The Excellence Programme also drives an operations strategy. The program creates highly 

effective European production networks between high standard production breweries. In 

addition the strategic procurement department focuses on hedging activities in main 

categories used by the factories such as raw malts, barley, power-supply as well as other 

significant direct sourcing opportunities (Prospect 2008, p. 67+105). 

 

Outbound Logistics 

The distribution logistics are adjusted to i) the market structure, ii) the consumption-trends 

and iii) concentration of wholesalers. In Northern & Western Europe the strategy is based on 

market-transactions as opposed to China, where the distribution strategy relies on joint 

ventures, as mentioned in paragraph 2.4.3. The Excellence Programme conducts a cost 

reduction and increases efficiency of the in-house driven outbound logistics processes. 

 

Marketing and Sales 

Carlsberg builds up their brand awareness by sponsoring different events like concerts, 

festivals and sport tournaments. They optimize their sales and marketing efforts with the 

purpose to maximize the value of Carlsberg’s brand and product portfolio, as mentioned in 

paragraph 3.2.2 and Carlsberg.com (2010). You can observe Carlsberg’s focus on attracting 

talents to this particular and extremely significant success driver of the beer industry. 

Carlsberg is showing an ever-increasing focus on attracting talents, since the “human” capital 
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in the marketing effort is what makes the success. Scholars like Kotler et al (2010) & 

Lægaard & Vest (2010), points to that the ability to design, implement and measure the 

“optimal” marketing campaign is not just a question of money, it’s a question of talent. 

 

Corporate Finance efficiency especially in M&A 

Findings from paragraph 3.2.1 shows that M&A has played a major role in the shaping of the 

industry. Carlsberg follows the project management model (PMM 2010) in all investments 

projects conducted in the company. The PMM (2010) is a model where five gates govern and 

ensure the optimal projects being undertaken, but also that the optimal realisation is captured 

(see appendix 13). In Carlsberg’s Corporate Finance department it is clearly observed that 

Carlsberg have showed tremendous success and insight when acquiring S&N. An ability that 

was neither luck nor “just happened”, and has been proven “best practice” (Jensen 2010). A 

competency, which gives Carlsberg a platform for further leverage. 

We find that firms that are underleveraged relative to their target leverage ratios are more 

likely to acquire (Antonioua et al 2008). Carlsberg is underleveraged, and the Asian market 

has future growth opportunities. This will be used later in Chapter 5, since this implies, that 

they will most likely conduct an acquisition in the Asian market. Their financial strategy, if 

such an acquisition should occur, would depend on the different costs of the financial 

instrument used, if the acquisition is of a magnitude as the S&N deal. 

  

Value Chain Analysis Based on Cost Allocation 

The value chain analysis provides far more value when it’s enhanced with a comparison to 

peers (Plenborg et al 2007). And the most unbiased and straightforward dimension is “cost-

allocation”. In paragraph 3.2.2 it was clear without exception (although with different names) 

that all the companies in the peer group have implemented programs intended to increase 

efficiency and in turn profitability. It is a broad analytical perspective and thereby equally 

imprecise and assumption heavy.  

When filtering the effects out of specific actions, for example AB-InBev improves their 

margins, it is impossible to conduct ceteris paribus assumption.  

Best practise (Koller et al 2010) is a relational concept, with respect to both incoming cash 

flows as well as the competitors. Low costs allocated in operations and distribution will 

inevitably liberate capital for sales & marketing, which is highly significant in the beer 

industry. Figure 3.13 and 3.14 displays the cost allocation of Carlsberg and the peers. The 
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different parameters are placed relative to total costs, and the next paragraphs will evaluate 

intra- and inter-company trends.  
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Figure 3.13 - Value Chain Analysis Based on Cost Allocation - Carlsberg and AB-InBev
Carlsberg	  vs.	  AB-‐InBev
In	  %	  of	  total	  costs 2005 2006 2007 2008 2009
Operations

Materials 32,67 32,08 36,03 39,07 42,19
Direct	  staff 4,54 3,65 3,78 3,49 3,16
Machinery 2,30 2,49 2,31 2,13 2,03
Goods	  for	  resale 15,24 14,96 13,61 14,58 12,90

Total	  COGS 54,75 53,18 55,72 59,26 60,28
Sales	  &	  Marketing

Marketing 12,62 13,80 13,17 12,28 11,20
Sales 13,48 13,62 12,49 11,34 12,02

Total	  S&M 26,10 27,43 25,66 23,61 23,22
Outbound	  logistics

Distribution 19,15 19,40 18,61 17,12 16,51
Total	  costs 100,00 100,00 100,00 100,00 100,00

AB-‐InBev	  vs.	  Carlsberg
In	  %	  of	  total	  costs 2005 2006 2007 2008 2009
Operations

Materials 60,56 59,90 60,68 62,37 69,18
Total	  COGS 60,56 59,90 60,68 62,37 69,18

Sales	  &	  Marketing 23,21 23,13 21,81 21,18 20,08
Total	  S&M 23,21 23,13 21,81 21,18 20,08

Outbound	  logistics
Distribution 16,23 16,96 17,51 16,44 10,74

Total	  costs 100,00 100,00 100,00 100,00 100,00
Source: Own creation based on Carlsberg and AB-InBev Annual Report 2009

Figure 3.14 - Value Chain Analysis Based on Cost Allocation - Carlsberg and Heiniken
Carlsberg	  vs.	  Heineken
In	  %	  of	  total	  costs 2005 2006 2007 2008 2009
Operations

Materials 33,44 32,90 36,88 40,57 45,18
Goods	  for	  resale 15,60 15,34 13,93 15,14 13,82

Staff	  costs	  incl	  elsewhere -‐6,89 -‐6,73 -‐6,30 -‐6,09 -‐6,73
Total	  COGS 42,14 41,51 44,51 49,61 52,28
Wages	  &	  salaries

Direct	  staff 4,65 3,74 3,87 3,62 3,38
Staff	  in	  general 21,17 20,33 18,86 15,14 13,82

Total	  wages	  &salaries 25,82 24,08 22,73 18,76 17,20
Sales	  &	  Marketing

Marketing 12,92 14,16 13,48 12,75 12,00
Sales 13,80 13,97 12,79 11,77 12,87

Staff	  costs	  incl	  elsewhere -‐9,52 -‐9,07 -‐8,38 -‐5,48 -‐6,17
Total	  S&M 17,19 19,06 17,89 19,04 18,70
Outbound	  logistics

Distribution 19,60 19,89 19,06 17,78 17,68
Staff	  costs	  incl	  elsewhere -‐4,76 -‐4,53 -‐4,19 -‐5,19 -‐5,85
Total	  Outbound	  logistics 14,85 15,36 14,87 12,59 11,83
Total	  costs 100,00 100,00 100,00 100,00 100,00

Heineken	  vs.	  Carlsberg
In	  %	  of	  total	  costs 2005 2006 2007 2008 2009
Operations

Materials 9,84 9,73 10,51 12,68 11,87
Packaging 17,12 17,94 18,67 18,38 18,11
Goods	  for	  resale 19,32 19,09 18,81 22,25 23,46
Energy/water 3,00 3,34 3,40 3,60 3,32

Total	  COGS 49,27 50,11 51,40 56,91 56,76
Wages	  &	  salaries 24,89 23,29 21,18 15,66 16,18
Sales	  &	  Marketing

Sales	  &	  marketing 18,62 18,62 19,08 17,23 17,33
Total	  S&M 18,62 18,62 19,08 17,23 17,33
Outbound	  logistics

Distribution 7,22 7,98 8,34 10,19 9,73
Total	  costs 100,00 100,00 100,00 100,00 100,00
Source: Own creation based on Carlsberg and Heineken Annual Report 2009
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Cost of Goods Sold (COGS) 

COGS by industry standard takes up approximately 55-60% of total costs, and since it would 

be fair to assume that salaries are approximately normally distributed, we add approximately 

7% to Heineken’s case. Carlsberg represents “best practise” and allocates fewest costs relative 

to the peer group. 

 

Distribution 

An industry trend and general level is less obvious in distribution costs. While Carlsberg and 

AB-InBev allocates in between 15-20% with a growing year on year trend, Heineken on the 

other hand manages to reach significantly lower distribution costs. If you replicate 

Carlsberg’s figures to Heineken’s accounting policy, staff costs only accounts for 

approximately 5% of distribution. Best practice is Heineken. 

 

Sales & Marketing 

The residual effect is explicit in the Sales & Marketing department – meaning that the more 

cost-efficient peer companies there are in COGS and distribution costs, the more can be 

allocated and “invested” in the sales and marketing force. And as we have proved and 

assumed, the brand management is key in the beer industry (see paragraph 3.2.4). 

Consequently any “dollar” invested here would (ceteris paribus) mean highest marginal 

return. Carlsberg and Heineken direct approximately 25-27% of total costs in sales and 

marketing and with AB-InBev spending fewer resources in this area the trend is spotted. AB-

InBev are lagging behind because of their less efficient use of distribution and production 

network.  

3.4 Part Conclusion  
SWOT Synthesis 

In order to structure and prioritise the findings and conclusions from the strategic analysis we 

gather them in a SWOT synthesis (Lægaard & Vest 2010 ). The strengths and weaknesses, 

which are influenced by internal forces, have reference-point to Carlsberg. The threats and 

opportunities, which are influenced by external forces, are trends in the peers’ behaviour or 

the macro environment.  

  

Strengths 
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On the overall dimensions Carlsberg attract talents to their marketing division, which is of 

great strength and decision. Getting the most effect out of the marketing dollar is crucial in 

the beer industry, and that particular parameter can only be influenced and levered by “human 

capital” i.e. being smart, innovative and efficient marketers. 

Carlsberg also maintain a strong and easy access to distribution channels on the Russian 

market in the light of their acquisition and thereby a vertical integration of distribution 

channels.  

The indirect sourcing department also adds significant value by sourcing the huge spend of 

distribution, marketing and sales forces, which are acquired externally. 

The ability to future leverage is key, since Carlsberg can sell at lower prices or gain a higher 

profit compared to the peer-group.  

These advantages influence the ability to use the “price-variable” and provide a serious and 

influential advantage when determining market prices. Carlsberg’s presence in the Eastern 

European market is significant, and the complete ownership of BBH in 2008 ensured that 

position. Furthermore the finding from paragraph 3.3.1 about M&A finds that Carlsberg (in 

Corporate Finance) can come up with the idea, do a proper analysis on an optimal 

acquisitions, design the merger, implement the transition and lastly actually follow up, and 

capitalise on the benefits (good post merger skills). An ability that can prove crucial when 

entering and securing positions through M&A’s in the most promising market of Asia. 

Furthermore the maintenance of the strong position on the Northern &Western European 

market provides Carlsberg with a stable and solid cash flow. It is kept up by the strong 

product portfolio with a high relative market share, supported by strong marketers, which 

supply in turn is supported by attracting and developing talents. As mentioned in paragraph 

3.2.3 this region functions as the cash cow and cash provider e.g. for finance investments in 

Eastern Europe and Asia, being pivotal to success in an industry being more and more 

consolidated (like in the Merger End game strategies). 

Weaknesses 

The analysis showed that Carlsberg is mainly present in the Western part of China, which 

until now has not realized the same market growth as the Eastern part, and does not carry the 

outlook to become influential within the next 10-15 years. This surely represents a weakness 

for Carlsberg since all the companies in the peer group are located in the Eastern part of 

China. Appendix 3 displays how Carlsberg’s product portfolio in Asia represents very low 

market shares compared to the peer group.  
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The finding of Carlsberg being dependent of Northern &Western Europe - due to the fact that 

62% of their revenue in 2009 comes from this region (Carlsberg AR 2009), points to a 

devastating weakness if you take the stagnated low economic outlook in perspective. With the 

insights from figure 3.7, the Northern & Western European consumption per capita, it only 

makes things worse, since it is declining. In turn it is likely to result in declining revenues and 

thereby profitability. The way to “cope” with this is by raising prices (since we assume that 

you cannot cut costs more on mature markets) ceteris paribus leading to lower sales. 

No presence in the US is a weakness for Carlsberg. The regional influence is important and 

not being in one of the three major regional markets (US, Europe, Asia) is likely to prove a 

weakness for Carlsberg. 

 

Opportunities 

The Asian markets in general, and China in specific, have in recent years shown impressive 

and highly attractive growth figures. As mentioned in paragraph 3.1.1 the Chinese market is 

the worlds biggest and the market sits on a great growth potential due to the fact that beer 

consumption per capita is relatively low and all trends point to more westernised living 

standards/norms and more disposable income from middle class consumers.  

Based on the weakness of position and relative size it does not seem plausible (although the 

market is growing) to “out-run” the peers to gain market share. In turn this leads us to the 

only possible solution - to increase both organic investments (FDI’s in distribution, factories, 

sales-offices etc.) and non-organic M&A deals (like the S&N-acquisition) in order to increase 

market share. In addition Carlsberg is primarily present in the western part of China and we 

see an opportunity for Carlsberg to strengthen their position by acquiring competitors and 

continuously conducting FDI’s in other parts of the value chain.  

The analysis shows that consumers in China are price sensitive. This denotes that efficiency 

in production and distribution is important to achieve and utilize economies of scale. 

Aiming at expanding operations and gaining market shares in other parts of Asia can also be 

viewed as an opportunity. Beer consumption per capita is relatively low, which indicates that 

the Indian beer market holds great growth potential. 

The Eastern European market displays shifts in consumer preferences, which could result in 

higher profit margins in the region. This makes it apparent that Carlsberg’s strategic 

capabilities match the critical success factors on the Eastern European market, and this 

indicates that Carlsberg will and can reap the growth potential. Looking at the MLC as well as 

the historical development in the beer markets, it indicates a trend towards that the increasing 
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profit margins, will be a key driver for growth. Carlsberg would be facing a scalable exercise 

in utilising the ability and efficiency through the Excellence Programmes. Carlsberg has a 

great advantage after the takeover of BBH. 

  

Threats 

The MLC-analysis highlighted what would be optimal for the dynamics on finance 

investments in future growth markets based on positions in stable profitable markets. The 

Carlsberg’s “Cash Cow” is clearly the company’s positions in the Northern & Western 

European markets. The embedded focus in Carlsberg’s operations, which undergo stagnating 

and even declining trends, could seriously injure the ability to act swift and dynamic to 

changes in that market as well as acting on opportunities in the emerging markets. The 

maturity of the Northern & Western European market (and the time for buyers to organise) 

have resulted in the retail-chains to consolidate and focus on supermarkets, which put the 

profit margins under tremendous pressure, and steer profits towards zero. As it can be read 

from the above paragraph “Opportunities”, no real significant opportunities materialise in the 

Northern & Western European market, which in general should be worrying, because the 

future lacks nutrition. 

Having enough cash is a threat materialised through several parts of the analysis. As well as 

the porters 5 forces part on capital requirements the paragraph 3.1.1 “Asian Market” 

highlights how emerging economies shows relatively much more volatile results than mature 

economies. Since we know that volatility is risk and more risk equals higher return potential, 

we have to expect a higher relative investment in the region of Asia. In addition the Russian 

economy has just shown this “distress”, since both the Russian economy as well as the 

Russian currency (ruble) has been under great pressure recently. This affects Carlsberg’s 

earnings from the region in the short term, but in the long run demands higher investments 

with smaller NPV’s. The scarcity of cash will potentially affect the (as we see it) immediate 

need for expanding heavily on the Chinese market, but cash is a threat to reap the potential of 

this giant. This goes along with in paragraph 3.2.1, since the rivalry is increasing and can be a 

threat to Carlsberg’s positions on that market. Even though it is out of our “scope”, the 

missing “potential” strengths gained from the enormous North-American market would prove 

pivotal in the hands of the competitors (like AB-InBev canalising profits from the US into 

buying new factories in Eastern China) (AB-InBev.com 2010) – in turn making it a threat for 

Carlsberg.  

Figure 3.16 recaps findings in Chapter III. 
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4.0 Financial Analysis – Chapter IV 
The intention of this chapter is to conduct a critical analysis of Carlsberg’s financial 

performance. The analysis will emphasize on creating an overview of the economic situation 

of Carlsberg in the 5-year period (2005-2009) (Plenborg et al 2002, 2007). The idea is to 

understand Carlsberg’s ability to create value and the interrelationships of financial 

dimensions. The findings will, combined with the strategic analysis, will contribute to 

creating the foundation for the budget and the forecast (Koller et al 2010, p.185f).  

Chapter III Description of KSF being; driver, lever, 
fact, core competency etc.

Impact Carlsberg
ROE

Economic 
Rents

Macro environment ASIA Asia; look like the most promising market driven 
by growth in; GDP, consumbtion, culture. 

Eastern Europe Eastern Europe Market; Have taken a hard hit, 
from finance crisis, commodity-issues and 200% 
tax-increase on beer – declining consumtion is 
lhuge.

Northern and Western Northern and Western Europe; zero-sum game.

Industry analysis / 
Porters 5 Forces

Entry barriers; liquidity, distribution and economies of scale
keeps entry barriers high. 

Buyer Power Relative bargaining power is low, since Carlsberg 
has large volumes, The price sensitivity is very
low for mainstream beers, but high for premium
– in total the Buyer Power is low.

Supplier Power There is no threath from suppliers, since
Carlsberg is big, and the financial markets – deal 
in commodities used by Carlsberg.

Threath of Substitutes Many different, but tendencies show good
performance for beer – so low threath.

Degree of Ŕivalry Little in Asia, stems from high underlying
growth-drivers, Eastern Europe it is medium with
a few large players. High i Northern & Western 
Europe
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has large volumes, The price sensitivity is very
low for mainstream beers, but high for premium
– in total the Buyer Power is low.

Supplier Power There is no threath from suppliers, since
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Figure 2.16 – Part Conclusion Chapter III

Competitor analysis Effeciency prgrams They do well, improve margins, make it more 
lean. And the crisis made it legit, so very effecient
now.

Marketing Big events, in sport and entertainment – so 
hugeeconomies of scale and brand-value large.

Market Positioning AB-Inbev in Asia, Carlsberg is Eastern Europe
and Heiniken in Northern and Western Europe. 

MLC ASIA In ”introduction” stage since, low revenue and 
assets, and huge potential.

Eastern Europe In ”growing” stage, since good revenue and huge
investments. And a large potential for market
growth.

Northern and Western In ”mature” stage. Market is old, have harvested 
full potential. 

Value-Chain Analysis ”soft” analysis Carlsbergs perform, ”best in class on all” when we
look at strategic fit and execution

”hard” analysis Carlsberg performs better on cost of sales but ’on
par’and a bit lower on other posts. All in all 
equal.
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Eastern Europe In ”growing” stage, since good revenue and huge
investments. And a large potential for market
growth.

Northern and Western In ”mature” stage. Market is old, have harvested 
full potential. 

Value-Chain Analysis ”soft” analysis Carlsbergs perform, ”best in class on all” when we
look at strategic fit and execution

”hard” analysis Carlsberg performs better on cost of sales but ’on
par’and a bit lower on other posts. All in all 
equal.

Source: Own Creation



 

page 62 of 151 

The peer group mentioned in earlier chapters will be involved to evaluate and compare the 

level of performance. The peer group have all made acquisitions/expansions in 2008/09, and 

therefore all suffered a big impact on the financial positions and operations. This it makes 

them even more relevant to compare with. In order to find the underlying value-drivers we 

apply financial ratios, trend analysis and common-size analysis to evaluate profitability, 

growth and risk. 

The financial analysis concentrates on filtering out core operations since accounting standards 

and the differences between/in the balance sheets can create “noise”. Note that we use average 

values for invested capital (Plenborg et al 2007, p.150). 

4.1 Preparing the Financial Statements for Analytical Purposes 
As mentioned above differences in the practice of accounting can cause problems with the 

estimates of the financial development in the analytical period. 

International Financial Reporting Standards (IFRS) were fully adapted in Carlsberg and its 

peers in 2005 and since then there have been no major changes.  

4.1.1 Income Statement 
For analytical purposes the income statement needs to be separated into operational activities 

and financial activities, (see appendix 5). The core value creation takes place in the 

company’s operations, so the isolation of categorised posts makes us able to see where the 

value is created. 

 

Depreciation and Amortization 

Depreciation and amortization is spread out on its original posts in the annual report (see 

depreciation note in appendix 5). This is a problem when analyzing, since depreciation is not 

a real cash flow, but simply a way of saving taxes (since governments in that sense reward 

investments). It is not a part of the original operations and therefore it needs to be excluded 

from every single original post (see appendix 5 for details). Another challenge with 

depreciation is that when we compare between the three firms, they can choose different 

depreciation policies within the IFRS (Plenborg et al 2007, 2009). Thereby companies can 

adapt to differences in profit, and thus when profits increase, they depreciate more and get a 

higher reduction in their tax payment. 

Consequently depreciation and amortization is left out, to achieve fully comparable figures. 

Then after leaving them out, we aggregate them into one single post. This allows us to 
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measure the level and intensity of investments made, by measuring the development of 

depreciation against revenues (conducted in paragraph 4.2). 

 

Other Operating Income and Expenses 

Under “other operating income and expenses” there are two accounts, which need re-

classification.  

The first post is the “gains on disposal of real estate under other activities”. Since this is not a 

part of the original activities (selling beer) but “other activities”, it is reclassified as financial 

income. 

The second post “interest and amortization of on-trade loans” is neither seen as a part of 

Carlsberg’s primary nor “core” activities. We perceive this post as being interest bearing and 

therefore a part of the financial income. 

 

Corporation Tax 

When paying interest, Carlsberg gets a tax shield. The tax shield is a tax discount received by 

the government when deducting interests – a way any government rewards and appreciates 

investments. The tax is therefore affected both by the financial and the operational posts, and 

therefore important to separate. The calculation is shown in appendix 5 and the tax shield is 

calculated from the original income statement, and removed from the operational tax. 

4.1.2 Balance Sheet 
When conducting the analytical balance sheet we perform an exercise equal to the income 

statement and separate financial posts from the operational posts (see appendix 5). This is 

done to get the “real” invested capital.  Invested capital is defined as “the equity value” plus 

“the net interest bearing debt” or “fixed assets” plus “net working capital” (Plenborg 2007 and 

Koller et al 2010, p.582).  

 

Trade Payables 

Trade payables are not interest bearing, and are therefore related directly to Carlsberg’s 

operations and classified as operational assets (Plenborg et al 2007). 

 

Invested Capital  

The following post are not interest bearing and therefore categorized as operational assets: 

• “Deposits on returnable packaging”  
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• “Other liabilities” 

• “Deferred tax liabilities” 

• “Corporation tax liability” 

• “Liabilities associated with assets held for sale” 

• “Retirement benefit obligations and similar obligations” 

 

Receivables 

Receivables consist of posts, which are interest bearing – so in turn these posts are reclassified 

in the balance to be categorised as financial assets. 

 

Securities 

The post “securities” is a way to place excess liquidity with an expected return and is 

therefore reclassified as an interest bearing financial asset. 

 

Cash 

Cash holdings/liquidity is often considered as excess liquidity that can be given out as 

dividends to the companies’ shareholders. Some of the liquidity is though necessary to upkeep 

operations. It is used to pay off suppliers, storage upkeep, salaries etc. and why analysts can 

choose to allocate a part of the liquidity to the operations. In compliance with Plenborg 

(2010), why we have chosen not to do so, since we don’t know how much of the liquidity is 

used for this purpose, and therefore, it would not offer the right picture. Consequently cash is 

categorised as financial assets. 

Based on the above mechanical and necessary exercise, we will continue with the profitability 

analysis, which will scrutinize financial ratios on the following parameters; i) growth, ii) 

profitability and iii) risk.  

4.2 Profitability Analysis 
The purpose of the profitability analysis is to evaluate the “real” economic performance of 

Carlsberg. It is done by viewing the underlying factors, which contribute to the return for 

shareholders, expressed by ROE. We build upon the “analytical” balance and the “analytical” 

income statement from paragraph 4.1 and focus on the significant value drivers by 

decomposing ROE. 

The analysis will be structured as shown in figure 4.1. 
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4.2.1 Du-Pont 
The Du Pont figure shows the decomposition of the main drivers behind ROE.  

 

The right part of figure 4.1; the financial gearing (FGEAR), relates to the financial part of 

Carlsberg and the left side; return on invested capital (ROIC) - relates to the primary and 

“core” operations of Carlsberg (Plenborg et al 2007, p.150ff) 

The sublevel of ROIC consists of two ratios. Earnings capacity (EC), which explains the 

cost/earnings distribution and rate of turnover (ROT), which explains the company’s ability to 

adjust/use its invested capital to generate revenue (Plenborg et al 2007, p.164-179). 

When evaluating the financial ratios, we look at two factors: level and development. We 

benchmark the level of Carlsberg’s financial ratios against the peer group and spot trends in 

the development in both inter- and intra-relations.  
 

Return on Equity 

ROE can be defined in many ways. Here it makes sense to name it as:
EQ

NOPATROE =  

This shows that both the balance (EQ) and operations (NOPAT) affect the ratio. The EQ part 

of the relationships, tells us that a difference in capital structure (mentioned in paragraph 

3.4.4) can change the number significantly. The NOPAT part of the relationship displays the 

value creation from core operations, where the financials are excluded.  
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Figure 4.1 – DuPont Pyramide

Source: Own Creation based on Plenborg et al 2007
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Figure 4.2 shows Carlsberg had a relatively low ROE in 2006, but have shown improvements 

in 2007 and 2008. Findings from the strategic analysis indicate that the Excellence 

Programme on improving their margins caused it. But the capital structure of Carlsberg 

changed radically in 2008, because of the acquisition of S&N, and this is reflected in 2009. In 

2009 the NOPAT declined a bit, but the Equity has increased, in turn making the ROE decline 

(see appendix 5). 

All companies in the peer group have made large acquisitions in 2008, but Heineken chose to 

finance by issuing new debt instead of a stock emission like Carlsberg (Heineken AR 2009). 

Isolated this implies that Carlsberg relatively is doing better than Heineken in adapting the 

new acquisition.  

AB-InBev also issued stocks (AB-InBev AR 2009) and what we see is that their ROE drops 

in 2008 (because of a lower NOPAT), and with the acquisition they double their NOPAT. 

This is a significant sign from AB-InBev, and could indicate that AB-InBev performs well in 

the M&A deal.  

We continue by decomposing ROE into ROIC (operations), NCD and FGEAR (financials) 

and we start with the financials.  

 

Net Cost of Debt 

The NCD is defined as:
NIBD

Tax after Costs Financial NetNCD =  

NCD is rarely the same as the company’s real cost of debt (Koller et al 2010, p.243). Firstly 

the NCD is affected by the difference between interest on loans and deposits. Secondly other 

financial posts have an effect, such as currency rates and profit/loss on stocks, bonds etc. So 

NCD is more of an intermediate ratio used to calculate other ratios (Plenborg et al 2007).  

Figure 4.2 ROE (Return on Equity)
2006 2007 2008 2009

Carlsberg 13,9% 16,6% 16,2% 10,0%
Heineken 21,2% 14,8% 7,4% 10,5%
AB-Inbev 14,4% 18,6% 7,6% 11,3%
Source: Own creation based on reformulated figures from 
all Carlsberg, Heineken, AB-InBev AR 2009
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Figure 4.3 shows, that Carlsberg historically has had a low cost of debt as opposed to the 

peers. This changes in 2008 with the acquisition of S&N, financed mostly by issuing new 

shares, but also by short-term debt (Carlsberg AR 2009) – in turn making the NCD explode 

(Koller et al, p.50, 257). In 2009 Carlsberg’s costs are stabilized and also the peers are on the 

same level. To get closer to finding the financial risk we look at FGEAR.  

FGEAR 

We define the FGEAR as: 
EQ
NIBDFGEAR =  

 

Figure 4.4 shows, that both Heineken and AB-InBev have increased their debt. As long as the 

ROIC is higher than NCD, then a higher level of debt will increase earnings (Plenborg et al 

2007). Largely driven by financing of the S&N-deal with stock issues, Carlsberg displays a 

downward trend completely opposed to its peers. 

 

Return on Invested Capital 

ROIC is defined as: 
CapitalInvested

NOPATROIC
_

=  

 

ROIC expresses the company’s return on the invested capital and directly displays how well 

the companies exploit the capital engaged. Carlsberg has shown a positive growth in 

Figure 4.3 NCD (Net Cost of Debt)
2006 2007 2008 2009

Carlsberg 3,7% 5,1% 12,8% 6,4%
Heineken 8,4% 11,7% 3,5% 4,8%
AB-Inbev 7,8% 10,0% 3,8% 6,5%
Source: Own creation based on reformulated figures from 
all Carlsberg, Heineken, AB-InBev AR 2009

Figure 4.4 FGEAR (Financial gearing)
2006 2007 2008 2009

Carlsberg 0,92 0,96 0,73 0,60
Heineken 0,35 0,25 0,96 1,57
AB-Inbev 0,40 0,36 1,39 1,77
Source: Own creation based on reformulated figures from 
all Carlsberg, Heineken, AB-InBev AR 2009

Figure 4.5 ROIC (Return on Invested Capital)
2006 2007 2008 2009

Carlsberg 7,2% 8,3% 6,3% 6,5%
Heineken 21,2% 14,8% 7,4% 10,5%
AB-Inbev 14,4% 18,6% 7,6% 11,3%
Source: Own creation based on reformulated figures from 
all Carlsberg, Heineken, AB-InBev AR 2009
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profitability in 2007, but a fall in 2008 and the 2009-figure shows a stagnating level. 

Compared to the peers, Carlsberg is underperforming throughout the period. All companies 

have had a decrease in ROIC in 2008, caused by i) an increase in invested capital caused by 

the acquisitions and ii) a decrease in relative NOPAT caused by a lag in realizing synergies 

from the acquisitions.  

The drop is not negative. An example of this is most explicative in AB-InBev. Their 

acquisition took place in November and therefore the invested capital is large for the whole 

year, while the acquisition of Anheuser-Busch has only generated revenue for the NOPAT for 

2 months. The decrease in ROIC shouldn’t be interpreted as a negative event, since investing 

is needed for future growth. 

Carlsberg has a smaller decrease in 2008 than Heineken and since the indications are that the 

drop is caused by the acquisition of S&N, it looks like Carlsberg has adapted and integrated 

S&N faster (as mentioned in paragraph 4.2.1). Heineken is not fast but perhaps more 

effective. Because Heineken displays a 2009 growth of ROIC, due to increases in NOPAT.  

Even though the impacts of the financial crisis would/should be even across the industry, the 

alleged behaviour is a drop in NOPAT (due to less demand). Furthermore a drop in Invested 

Capital is observed due to a combination of less willingness of banks to lend out money, and 

increased uncertainty and volatility on markets. In essence Carlsberg would have more 

trouble in finding a project with a positive NPV, since the WACC should increase (Koller et 

al 2010, p.101, Fratianni & Marchionne 2009 and Jorion 2006). 

We credit the positive trend Carlsberg showed up until 2008 in earnings capacity to the 

Excellence Programmes mentioned in paragraph 2.4.1. Disregarding the financial crisis “dip” 

- we believe the programme will ensure future improvements in profitability of Carlsberg. 

Another indication is the fact that Carlsberg is significantly lacking behind both Heineken and 

AB-InBev so surely there should be “room for improvement” (Myers et al 2010, p.309). 

 

ROIC is now decomposed into two underlying drivers/ratios: 

§ Earnings Capacity (EC) 

§ Rate of Turnover (ROT) 

EC multiplied by ROT gives us the ROIC (Plenborg et al 2007, p.164) and these ratios will 

now be analysed. 

 

Earnings Capacity (EC) 
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Earnings Capacity is an aggregated ratio that explains the relationship between revenue and 

costs. We define EC as:
venue

NOPATEC
Re

=  

 
Figure 4.6 shows Carlsberg has an increasing development up until 2008, with a small drop in 

2009. Carlsberg is ‘on par’ with Heineken and lacking behind AB-InBev. In total Carlsberg 

has the biggest increase in 2006-2009 and AB-InBev is quite volatile on a very high level. 

This ratio is not affected by the noise between the balance and income statement – and the 

figure strongly indicates that Carlsberg has a steady growth as opposed to the peers. 

 

Rate of Turnover, Invested Capital 

Defined as: 
CapitalInvested

venueROT
_

Re
=  

Carlsberg show growth in ROT up until 2007, which could stem from their Excellence 

Programme (more and more evidence confirms) - but fails to withhold that momentum when 

acquiring S&N in 2008. 

Figure 4.7 shows that when companies made the large acquisitions the invested capital 

increased more than the revenue. Carlsberg displays “worst practise” in creating revenue from 

their invested capital. But it could be because Carlsberg’s “investments” have a longer “pay-

back” period since the cash flow back from operations might come in a few years.  

 

The conclusion is that Carlsberg fails in reaching “best practice” both when it comes to EC 

and ROT. In turn this explains the lower profitability when compared to the peer group.  

 

Figure 4.6 EC (Earnings Capacity)
2006 2007 2008 2009

Carlsberg 6,5% 7,2% 10,9% 10,1%
Heineken 12,2% 8,4% 5,4% 9,6%
AB-Inbev 18,9% 24,6% 18,4% 25,2%
Source: Own creation based on reformulated figures from 
all Carlsberg, Heineken, AB-InBev AR 2009

Figure 4.7 ROT (Rate of Turnover)
2006 2007 2008 2009 CAGR 06-09

Carlsberg 1,09           1,17           0,84           0,60           -13,7%
Heineken 1,74           1,75           1,37           1,10           -10,9%
AB-Inbev 0,76           0,76           0,41           0,45           -12,4%
Source: Own creation based on reformulated figures from 
all Carlsberg, Heineken, AB-InBev AR 2009
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4.3 Common-size and Trend Analysis 
A common-size and trend analysis is conducted to get further insight into the financial 

positions and developments of Carlsberg and the peer group (see appendix 6). We can’t 

compare Heinekens income statement with the others, because it deviates in functional 

classification, whereas the other income statements are classified after an equal type, and 

thereby easier to compare. Consequently analysis only compares AB-InBev with Carlsberg. 

Income statements will show the drivers behind earnings capacity ratios and the balance 

sheets will explain the rate of turnover (Plenborg et al 2007 p.172). This will help us identify 

the key drivers behind development in profitability and financial positions.  

4.3.1 Common-size Analysis; Income Statement 
We focus on both level and development of the individual posts, which are held against the 

revenue, see appendix 6 (Plenborg et al 2007, p.172). This will help us to see, how the 

margins are, compared with the strategic analysis. 

 

Cost of Sales 

In both Carlsberg and AB-InBev the cost of sales amount to approx 47% of the net revenue. 

Traditionally Carlsberg have operated around 10%-points above AB-InBev. The general 

industry-trend as we learned from paragraph 3.1.3, is that consumers switch to low-margin 

products, which seem to have hit AB-InBev. Carlsberg avoids an increase and keeps the level, 

which indicates that the Excellence-programme is effectively implemented in the new 

acquisitions.  

The rise in commodity prices also affects this post (Koller et al 2010, p.601f), and since 

Carlsberg is less volatile, this could also indicate a better skill of hedging (Myers et al 2010, 

p.971).  

 

EBITDA 

Mostly driven by AB-InBev’s lower cost of sales, they have also historically outperformed 

Carlsberg’s EBITDA. Carlsberg’s sales & distribution expenses show a decreasing trend 

throughout the period. It indicates increasing efficiency, not the least when taking the switch 

in product demand into consideration. The transport costs are the same whether it is a 

premium beer or not and therefore we expected an increase in relative costs (since less income 

for the same truckload of beer (Frank 2009, p. 46). Carlsberg’s EBITDA has experienced a 

decrease from 9-16% up until 2008, but in 2009 it increase to 21%. 
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NOPAT 

Appendix 6 shows a steady increase in NOPAT from 6-11%. This is a great enhancement in 

profitability and effectiveness. The acquisition brought a serious increase in NOPAT that 

Carlsberg has been able to sustain. Notice how the 2008-figure of 10,9% was “assisted” by a 

positive tax-effect, due to the large asset-acquisition. In contrast, AB-InBev’s NOPAT is at a 

noticeably higher level, operating at almost double figures.  

The trend the last 3 years in the common-size analysis is somewhat uplifting though; while 

AB-InBev decreases – Carlsberg increase their NOPAT – in turn suggesting that Carlsberg is 

gaining momentum and building strength for the future. 

In addition we can conclude that Carlsberg is equally good at controlling their sales and 

distribution expenses as AB-InBev, and AB-InBev has generated more profit on other 

operating income and special items. So basically Carlsberg’s Excellence Programme is just as 

good, if not even better than AB-InBev’s. 

4.3.2 Trend Analysis; Income Statements 
The trend analysis examines the development in different posts (see appendix 6). If increasing 

profitability is what we aim for, then the prerequisite is a larger increase in profit than 

revenues. 

 

Gross Profit 

The revenue of Carlsberg improves by 64%; “cost of sales” by 68% and the “gross profit” 

change is 60%. The increases in AB-InBev are much higher; (191%, 230%, 265% 

respectively) since AB-InBev have been very aggressive at acquiring new companies such as 

Anheuser & Busch (6 times the acquisition value of Carlsberg’s S&N). But they have not 

been able to keep the same relative gross-profit rate. While Carlsberg’s Gross-profit-rate has 

dropped by 3% relative to the revenue, AB-InBev are performing 13% worse than pre-

acquisition. 

 

Administrative Expenses 

Carlsberg experiences an increase of 46.3% in administrative expenses while AB-InBev 

manages to follow Carlsberg until 2008. But in 2009 AB-InBev’s administration costs 

explode. We can learn that Carlsberg is very conservative in their administration costs even 
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though they expand and more administration is required. The figures indicate that they harvest 

significant synergies in the S&N acquisition (Prospect 2008). 

 

Distribution and Sales & Marketing Expenses 

This post shows a stable decline relative to the top line development, in both companies. This 

helps to increase profitability and secure market-shares. In 2009 we spot that the marketing 

costs explode in AB-InBev, while Carlsberg’s declines. We know Carlsberg have increased 

their relative market share (see paragraph 3.2.3) – so this is a clear indication that Carlsberg 

get’s a lot out of their marketing expense compared to peers. 

 

Amortization, Depreciation and Impairment 

This entity shows that Carlsberg have made profitable investments until 2007, where the only 

increase in “amortization, depreciation and impairment” is 3% since 2004, whereas revenue 

increases by 23.3%. AB-InBev encounters a steady increase proportional to the increase in 

revenue. This indicates more positive NPV-projects have been conducted for AB-InBev than 

for Carlsberg (Myers et al 2010, p.966). 

 

EBITDA 

The conclusion of a stable development in EBITDA is visible in Carlsberg, and due to rigid 

cost control, the Earnings Capacity (EC) has a steady growth. 

The development of the EC of Carlsberg is not impressive and profitability is not “best 

practise” – since they trade at a significantly lower level than the peer group. Carlsberg 

improves profitability in 2009 and the analysis suggests that the acquisition is fully 

incorporated. It looks like AB-InBev has outperformed the growth of Carlsberg, and 

Carlsberg needs to be more aggressive by acquiring new companies to get into markets 

(Koller et al 2010, 431-454). Organic growth is good, but if you can control growth through 

M&A, it is quicker, faster and brings the company up to scale (Myers et al 2010, p.99). 

 

4.3.3 Common-size Analysis; Balance Sheet 
Primary drivers behind the development in ROT will be located in the following analysis (see 

appendix 6). Invested Capital will be used as the benchmark, and all other post will be 

indexed according to invested capital (Plenborg et al 2007, p.172-179). 
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Positive trends concerning posts that influence the tied up capital of Carlsberg are shown. 

Carlsberg reduces their receivables and inventories comparatively to invested capital, and 

AB-InBev decreases their receivables, but also reduces their inventories relative to their 

invested capital. 

Because of the acquisition in 2008 invested capital increases significantly and therefore many 

posts decrease comparatively to invested capital, such as payables. This can explain the 

reduction in receivables and inventories. 

Since net working capital is negative and increasing, the conclusion is that their current 

liabilities (25%) grow more than their current assets (5%). This means that Carlsberg manages 

to reduce its tied-up capital in the operations over the period. The same tendency is seen for 

AB-InBev, although less significant. 

Carlsberg essentially undertake better payment agreements with suppliers than they offer their 

customers and owe more money for longer periods than what their customers owe them.  

We observe increased intangible assets (goodwill and brand-value) in both companies that 

stem from their acquisitions. The increase in assets (without possibility to depreciate) drives 

ROT down.  

4.3.4 Trend Analysis; Balance Sheet 
Carlsberg and AB-InBev’s balance sheets show large increases in 2008, caused by the 

acquisitions. If ROT should have been stable the revenue should have grown proportionally. 

This is not the case in any of the companies. We cannot see if Carlsberg and AB-InBev have 

had the time to incorporate the new firms, since the financial crisis hits around 2009 (a lag 

from 2Q2008 when it started). In Carlsberg we see that they have a small decrease in 

revenues and an increase in invested capital, which causes the ROT to fall quite a lot in 2009. 

As opposed to Carlsberg, AB-InBev has a steady ROT from 2008 to 2009. 

The historical level and trend tells us that Carlsberg is ok at managing the ROT, and we 

conclude that it is mainly because of the tiny increase in revenue that Carlsberg does not have 

an increase in ROT. AB-InBev has a massive increase in revenue but also in invested capital, 

which offsets no major change in ROT. 

4.4 Growth Analysis 
This section analyzes the growth characteristics of Carlsberg. Growth creates the need for 

liquidity, and therefore the ratio of the internally financed growth (IFG) is introduced. This is 

applied to understand, whether the growth of Carlsberg also creates the need for liquidity. The 

historical growth of selected financial ratios will assist in determining the future growth, and 
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EVA will determine whether the growth creates value for the investors (Myers et al 2010, 

p.173). 

IFG (internally financed growth) is defined as (Plenborg et al 2007, p.186): 

⎟⎟
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⎞
⎜⎜
⎝

⎛
−+=
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NIBDNCDROICROICIFG *)(   

If Carlsberg grows at a higher rate than IFG, then Carlsberg’s liquidity will be insufficient and 

Carlsberg will need external financing at a certain point in time. Carlsberg can affect the IFG 

by increasing ROIC, adjusting FGEAR or changing their dividend policies (Plenborg et al 

2007, p.186)5. 

 

The IFG is higher than revenue growth in 2009, which is the most important year, because of 

the acquisition. This is because of the large inflow of cash from the owners. The conclusion is 

that no red flags are observed, concerning unintentional demand for liquidity. 

Growth is not always value-creating. Value is created when profits exceed the required rate of 

return (WACC) (a ratio taken from the estimation, later in the thesis). 

Figure 4.9 shows the drivers behind the development in EVA.  

 

Figure 4.9 shows that the acquisition of S&N has not created extra added value for 

Carlsberg’s owners in the sense that EVA decreases enormously in 2008. 

In 2009 Carlsberg manages to improve the EVA-spread, which in light of the financial crisis 

impact on revenues is impressive. Therefore, we do believe that in time will manage to 
                                            
5 We disregard Carlsberg’s dividends since it only a ”plug”, and if paid out, will lower the expected rate of return according 
to Myers et el (2010) and Koller et al (2010, p.494f). 

Figure 4.8  Year on year growth in % in Carlsberg 
05-06 06-07 07-08 08-09 CAGR 06-09

Revenue 8,0% 8,9% 34,0% -0,9% 9,6%
NOPAT 25,3% 20,7% 101,8% -7,7% 22,5%
Net Profit 58,4% 19,6% 23,0% 30,5% 17,7%
Invested Capital -3,4% 5,3% 165,5% -10,2% 25,9%
Equity -2,6% 5,0% 204,6% -2,1% 33,0%
NIBD 8,9% 2,1% 113,9% -20,1% 15,0%
IFG N/A 8,6% -86,8% 336,1% -11,1%
Source: Own Creation based on analytical figures AR 2009

Figure 4.9 Drivers behind the development in EVA
2006 2007 2008 2009

ROIC 7,2% 8,3% 6,3% 6,5%
WACC 9,0% 9,0% 9,0% 9,0%
EVA-spread -1,8% -0,7% -2,7% -2,5%
Invested Capital 37.839 38.161 71.521 98.594
EVA -683 -285 -1.951 -2.514
Source: Own Creation based on analytical figures AR 2009
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integrate the newly acquired operations and increase profit margins and hence generate 

economic value added.  

4.5 Risk Analysis 
The risk of a company is an important issue for shareholders and a risk analysis is conducted 

on Carlsberg in order to clarify the uncertainty of future cash flows. We evaluate (like 

scholars and practitioners along) on the likelihood of appearance and severity of impact (see 

appendix 7 for model) and distinguish between business risk and the financial risk (Jorion 

2006). 

4.5.1 Business Risk 
The underlying operations of Carlsberg determine the business risk and are best valued by the 

term “operating income before interests”. This only factors in operational drivers and not 

debt. In turn it makes sense to divide the business risk into three parts being i) Strategic Risk, 

ii) Operational Risk and iii) External Risk (Jorion 2006 and Plenborg et al, 2007, p. 215). 

 

Strategic Risk 

The strategic risks were discussed in the strategic analysis in paragraph 3.2. The beer industry 

is identified predominately as a differentiated oligopoly and relatively consolidated. The 

threat of new entrants is small, and the suppliers have little bargaining power, but on the 

contrary buyers have increasing power because of reconciliation amongst supermarkets as 

mentioned in paragraph 3.2. 

The beer market represents a steady demand and beer is a durable product – an indication of 

low strategic risk (Frank 2009, p. 466).  

When combining the factors above and assessing them on their probability and impact, the 

overall strategic risk is seen as medium and the main driver being the increasing buyer power. 

 

Operating Risk 

Operating risks were also discussed in paragraph 3.2.3. The markets where Carlsberg have the 

biggest revenues are at the stage of maturity or growth, and this means that Carlsberg is a 

sustainable company with low operational risk. 

Furthermore in the “Value Chain Analysis” the operations and associated risks in production-

security and “talent-attraction” were found conducted by best practise. Since cost efficiency is 

in focus through the Excellence program, the aggregated indication is that the operating risk is 

considered as low. 
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External Risk 

We already discussed the external risks in the strategic analysis, in the section about macro 

environment. The indications are that behind Carlsberg’s earnings, the main macro-drivers are 

GDP growth, political factors and commodity prices. The conclusion found is that the Russian 

currency had a critical influence on the Eastern European earnings and in addition the 

financial crisis has had a big effect on revenues as well as the debt and equity markets (Gordy 

& Howells 2004). Lastly we found that in Asia another critical factor is the purchasing power 

caused by changes in inflation and commodity prices. 

Valued on probability and impact, the conclusion must be is that Carlsberg’s external risk is 

seen as medium to high (medium being relative and high being absolute). 

 

4.5.2 Financial Risk 
Two main components build the financial risk. The components are i) Debt related risk and ii) 

Currency risk. 

Debt related risk concerns the financial gearing of Carlsberg and its borrowings. Currency 

risk concerns the effect of currency fluctuations in earnings contra cost-base. 

These two risks are interrelated, because hedging possibilities exist by borrowing in the 

earnings currency. By hedging, the fluctuations between the DKK and the currency of 

Carlsberg’s operations are protected. 

 

Debt related risk 

Deb related risk comes from FGEAR, which is the financial gearing as mentioned in 

paragraph 4.2) 

The FGEAR of Carlsberg and the peer group is shown in Figure 4.10 (also shown paragraph 

4.2 above). 
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As seen historically Carlsberg has had the highest financial gearing. But in 2008 and  

2009 Carlsberg has the lowest gearing. As mentioned before all companies made acquisitions 

in 2008-09. Carlsberg issued new shares (making EQ increase), Heineken financed the 

acquisition by issuing new debt, and AB-InBev has combined a stock issue and new debt. 

When issuing new debt FGEAR increases (because of an increase NIBD), and this is the main 

driver of the increase in the AB-InBev and Heineken FGEAR. The decrease in Carlsberg’s 

FGEAR is caused by the issuance of new shares, and thereby and increase of EQ. 

A high FGEAR increases the financial risk in the aspect of financial distress and the debt-

owners plus equity owners required rate of return increases (Koller et al 2010 and Jorion 

2006). If we also take into account the fact of the restructuring 10bDKK current debt into 7-

year bonds in Q2 2010 (7-year bonds) into account (Carlberg.com 2010, press release Q2), 

the overall picture allow us to determine the debt related risk as low. 

 

Currency Risks 

Since the acquisition of S&N Carlsberg has increased their exposure to the Eastern European 

market. This means exposure to the Russian economy and the ruble. 

In paragraph 3.1.2, it is mentioned that the Russian economy has been severely affected by 

the global financial crisis. The devaluation of the ruble, also mentioned in Chapter III has had 

a significant impact on the profitability of Carlsberg’s operations in Russia in two ways. 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, and the reason is because of interest rates 

traditionally being higher in Russia than in the Euro zone. 

Figure 4.10 -  Development in FGEAR
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Carlsberg has not secured cash flows from operations in Russia, since the costs associated 

with doing so outweigh the benefits (Børsen 2009a). The only risk-mitigating action 

Carlsberg has made towards the Russian ruble, is to allocate the cost of raw materials in a 

pool of EUR and USD (Carlsberg AR 2009). This ensures that the costs and revenues are 

affected evenly by fluctuations in the Russian ruble. 

Concluding remark on financial risk is: 

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 (see appendix 6) 

makes the risk higher, but the declining exposure in FGEAR makes it lower, which ultimately 

makes the financial risk moderate. 

4.5 Part Conclusion 
The financial performance, growth ratios and risks have been analyzed in this chapter.  

The mechanical reorganising of the balance sheet and income statement did not bring any 

findings – but it had to be done in order to isolated performance from the “core” operations. 

The Profitability analysis revealed that Carlsberg is doing better than Heineken in adapting 

the new acquisitions. We also found that Carlsberg’s NCD has traditionally been low, but is 

now equal to the peers. The debt related risk is low relative to Heineken and AB-InBev, and 

this also explains the less volatility of the returns in Carlsberg. Carlsberg also shows a steadier 

growth in earnings, and a falling ROT caused by the acquisition. The falling ROT outlines a 

huge increase in Invested Capital, and lagging increase in revenue from the acquisition.  

The Trend and Common –size analysis concludes, that AB-InBev generates more income on 

“non-core” activities, but Carlsberg is better at controlling their costs and ok at managing 

their ROT. We find that AB-InBev shows a much quicker growth in revenue, but their cost 

controls haven’t been “best practise”. 

Additionally we find no demand for liquidity in the case of growth, since the growth of IFG is 

higher than revenue growth in 2009. The figure also shows a declining EVA (because of the 

acquisition), but we do believe that the acquisition will be integrated shortly and Carlsberg 

creates positive EVA in the future. 

The analysis of the risk showed that the business risk concludes a low strategic risk, low 

operating risk, but medium to high external risk. The financial risk shows low debt risk, but 

moderate to high currency risk. 

Figure 4.17 recaps the findings of Chapter IV. 
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5.0 Budget and Forecast – Chapter V 
In order to compute Carlsberg’s future FCF and EVA, we need to forecast the three key 

ratios: NOPAT, FCF,  and Invested Capital. 

The future ratios used to calculate the key ratios are estimated on behalf of the recent historic 

development. The development of Carlsberg has been analysed through the strategic and 

financial analysis but still contains a certain risk, or error. Past performance doesn’t predict 

future happenings of Carlsberg, but is proven to be the “second best” solution (Koller et al 

2010, p. 185 and Lipsey & Lancaster 1957, p. 12).  

The SWOT synthesis outlines different situations and scenarios possibly occurring in the 

future. Building on this framework, combined with the insight from the financial analysis, this 

chapter concludes and sketches three different situations; best, worst and most likely 

scenarios. 

 

Explicit Forecast Period 

The explicit forecast period has to be long enough for Carlsberg to reach a steady state. 

Carlsberg’s steady state is characterised by the following characteristics; i) growth at a 

constant rate, ii) reinvesting a constant proportion of its operating profits into the business 

each year, iii) performing a constant rate of return on the new capital invested (Plenborg 2002 

Chapter IV Description of KSF being; driver, lever, 
fact, core competency etc.

Impact Carlsberg
ROE

Economic 
Rents

ROE Lower, but steadier Carlsberg-Doing better than Heineken in quick 
adaptation M&A.

NCD Traditionally low, but lately equal
peers.

Carlsberg is ”on par” – so we do not need to 
worry

FGEAR Decreasing – while peers increase. Good handling

ROIC A big drop in 2008 Carlsberg is less volatile than the peers

EC Better than Heineken/ worse than AB-
Inbev

Carlsberg is steadier in growth

ROT Falling  ROT in 2008 Because of acquisition à lower ROT

Common-size Core/Non-core activities AB-Inbev generate more income on “non-core”
activities

Trend Faster growth in InBev Carlsberg are better a controlling their costs, and 
“ok” at managing their ROT

Growth IFG>Revenue
EVA

No demand for liquidity
EVA-Decreases and is negative

Risk1 Business Risk Low strategic risk- Low operating risk – Medium 
to high external risk

Risk2 Financial Risk Low Debt risk – Moderate to high Currency Risk

Chapter IV Description of KSF being; driver, lever, 
fact, core competency etc.

Impact Carlsberg
ROE

Economic 
Rents

ROE Lower, but steadier Carlsberg-Doing better than Heineken in quick 
adaptation M&A.

NCD Traditionally low, but lately equal
peers.

Carlsberg is ”on par” – so we do not need to 
worry

FGEAR Decreasing – while peers increase. Good handling

ROIC A big drop in 2008 Carlsberg is less volatile than the peers

EC Better than Heineken/ worse than AB-
Inbev

Carlsberg is steadier in growth

ROT Falling  ROT in 2008 Because of acquisition à lower ROT

Common-size Core/Non-core activities AB-Inbev generate more income on “non-core”
activities

Trend Faster growth in InBev Carlsberg are better a controlling their costs, and 
“ok” at managing their ROT

Growth IFG>Revenue
EVA

No demand for liquidity
EVA-Decreases and is negative

Risk1 Business Risk Low strategic risk- Low operating risk – Medium 
to high external risk

Risk2 Financial Risk Low Debt risk – Moderate to high Currency Risk

Source: Own Creation

Figure 4.17 – Part Conclusion Chapter IV
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& Plenborg et al 2007). In turn the FCF and EVA will grow at a constant rate, and can be 

valued by using Gordon’s growth model. 

g*WACC
FCF(TV) alueTerminal_V =  

Up until the steady state most scholars advocate an explicit forecast period of 10-12 years 

(Koller et al. 2010, p. 186) and stress the importance of including life-cycle considerations, 

which include both declining and growing trends. This means that if Carlsberg’s explicit 

forecast period ends “out of the ordinary”, we would under- or overestimate the steady state 

period and in turn a big part of the company’s value.  

We have taken this into consideration highly advocated by Plenborg et al (2007) and have 

therefore6 acted on the indications of a new large M&A-deal in the Asian market, thereby 

including a growth cycle in 2015 (more on this later).  

The recent acquisition of S&N, which resulted in an exceptional top line growth in 2008, will 

not continue over the next 10 years and the recession forces us to be conservative in the first 

few years (Koller et al. 2010, p. 188). We believe it is safe to assume that Carlsberg with an 

investment horizon will have “developed” their emerging markets to a steady state in 10 years 

time.  

 

5.1 Possible Scenarios 
Three different scenarios have been chosen to represent possible outcomes of Carlsberg’s 

future performance and reflect their strategy and vision. Subsequently the development in the 

“marketplace” and business environment together with Carlsberg’s ability to execute the 

planned mission, are also included.  

The scenarios function as a synthesis linking the SWOT synthesis (being the “result” of the 

strategic analysis), the findings from the “Financial Analysis” into our valuation models. 

Carlsberg’s three scenarios (most likely, worst- and best-case) will entail a set of assumptions, 

which are first interpreted from the SWOT synthesis, and secondly afterwards they have been 

given a relational insight, of their level and development, from the Financial Analysis. 

The three scenarios will show us how the value of Carlsberg can/will fluctuate under different 

assumptions and potential deviations of events. In turn it provides an indication of how the 

value of Carlsberg will develop, when facing for example; the trends of the macro 

environment or a discontinuing free-flow of talents to sales and marketing. 

                                            
6 Unlike all other available valuations the authors have read. 
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For example, if the effects of the financial crisis disappears fast without a double dip and the 

Russian economy recovers, then it is fair to assume that the stock price will be between the 

result of most likely and best case. 

5.1.1 Scenario – Most Likely 
The “most likely” scenario (see appendix 8), attracts the attention to the indications from the 

SWOT synthesis. During “most likely” we include a short description on how we calculate 

the different budget variables. 

The explicit forecasted period of “most likely” is a time when Carlsberg has to integrate and 

consolidate its new and future businesses. It is important for Carlsberg to fully integrate all 

their acquired companies in order to utilize synergies both now and in the cycle of 2015. The 

Excellence Programmes have been implemented in S&N 2008 and the results start to show. 

The first couple of years will remain affected by the financial crisis as described in paragraph 

3.1. One of the most significant statements of the 2009 annual report was Carlsberg’s focus 

(and focus on communicating) on debt repayment. A high repayment rate will inevitably lead 

to a lower cash supply for investments during the repayment period. This in turn leads to 

small acquisitions in the short term, but will leave room for a serious one in approximately 

2015. 

 

Net Revenue 

 

The revenue is forecasted by conducting a weighted average based on the markets, which then 

produce a projected rate. Each year’s net revenue equals the prior year’s net revenue times the 

projected rate.  One of the most significant elements in the income statement is revenue since 

by nature it is the only positive cash flow but also it drives costs as well. This implies that if 

the expectations regarding the development in revenue fail, then in turn the whole forecast 
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fails. In order to minimize risk of failure we are basing the development in revenue strictly on 

the findings of the analysis in Chapter III & IV.  

 

The Asian outlook in figure 5.2 is great, driven by increased income and increased 

consumption, but the question is if Carlsberg can repay its debt fast enough to be able to 

acquire new eastern Chinese beer companies? In spite of this we believe Carlsberg to 

undertake a major acquisition in 2015, and the effect will visible in 2016 and the subsequent 

years. Because there is a shift in revenue towards Asia this region will acquire more weight 

for Carlsberg (from 15% to 28%) (See appendix 15). Asia is projected to maintain their 

growth-rates in the future, and the new acquisition is pulling the total growth up from 2% to 

4% in 2015-2019.  

As mentioned in paragraph 3.1.2, the Russian economy is closely related to the performance 

of the energy sector. As the financial crisis comes to an end the energy prices will increase. 

That will have a positive effect on the Russian economy, hence increasing growth figures in 

2013 through 2015. 

In Northern & Western Europe the growth in revenue stems from the general increasing 

market performance, since Carlsberg is expected to keep their market share. The strategic 

analysis found that all markets where set back in 2008-2010, we therefore expect a recovery 

of the recession, leading to a low growth rate (1%) over the following 2 years.  

The MLC-analysis outlined the Northern & Western European market to be a mature market, 

with declining consumption per capita as mentioned in paragraph 3.2.1. This leads towards 

consumers regaining their confidence in the financial markets and then the economy will start 

to recover. We forecast the net revenues to increase in 2012, but only to the original level. 

Ultimately the case in all of the regions is that the trend goes towards organic growth and a 

steady state in the terminal period. Revenues are ceteris paribus going towards stagnating low 

growth.  

It is visible how the figures double in Asia in 2015 (due to the plausible acquisition), but this 

will only serve to maintain the overall performance of Carlsberg. 
 

Figure 5.2  - Forecasted Regional growth in net revenue
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Cost of Sales 

Cost of sales is forecasted as a percent of net revenue. Cost of sales are variable costs that are 

closely connected to the revenue. 

 

Figure 5.3 shows how we expect the cost of sales to decrease due for several reasons. One 

reason being the Excellence Programmes mentioned in paragraph 2.3.1. This should enable 

Carlsberg to lower cost of sales towards Carlsberg’s peers, who shows 35-40% cost of sales. 

The second reason mentioned in paragraph 3.2.1 stems from low bargaining power of the 

suppliers. This is strengthened through a central purchasing structure to ensure lower prices 

on raw materials. This all indicates that cost of sales can/will be lowered towards 42% in the 

steady state. 

 

Operating Expenses 

Operating expenses are forecasted as a percentage of net revenue. This is broken down into 

relevant categories equal to Carlsberg’s annual report. The most significant expense is sales 

and distribution expenses, and these are variable costs, that largely vary with the revenue. The 

remaining expenses are; i) all fixed costs, which do not directly vary with the revenue or ii) 

insignificant since a five year CAGR is lower than 5% and iii) insignificant in relative size so 

why they are held equal to the five-year arithmetic average.   

 

Identified in paragraph 4.3.2 Carlsberg show good performance on marketing. In addition the 

continuous flow of new talents will hopefully maintain and even develop a more efficient use 

of the marketing expenditure. Chapter III revealed that the Excellence Programme enhanced 

Carlsberg’s distribution efficiency and Chapter IV identified Carlsberg’s distribution 

expenses as “best practise”. 

Although the trend is downward sloping, the sales and distribution expenses are expected to 

slow down their decrease, in only a few years, as a consequence of the full ownership and 

Figure 5.3 - Carlsberg's forecasted Cost of Sales 
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Figure 5.4 - Carlsberg's forecasted Operating Expences 
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Source: Own Creation based on recalculated figures
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incorporation of BBH (with full distribution network embedded). Visible is an additional 

decrease in 2015 (effective 2016), where it indicating that global brand synergies will lower 

the relative expenditure since the seizure of the Asian market will make Carlsberg “truly” 

global. This brings Carlsberg to the level of the mid 00’s, which was characterized by less 

exposure and risk. A state we can expect Carlsberg to be in, when they are well established on 

all three markets.  

 

Special Items 

Special items are forecasted as a percentage of net revenue. The only noticeable posts within 

special items reside in 2008, and these were mainly made up by the sale of TürkTuborg, 

restructuring costs especially in France (Kronenbourg) and impairment of the breweries in 

Germany and the UK. 

It does not make sense to forecast elements, which in nature are extraordinaire. The arithmetic 

average for the last five years (-1,4%) in 2010 will be adjusted towards 0% in 2020, (Koller et 

al. 2010, p. 196). 

 

Depreciation and Amortization 

Depreciation and amortization is forecasted as a percentage of net tangible fixed assets. The 

depreciable assets consist of production facilities (large machinery and factories) but not 

goodwill, which is accounted for elsewhere. The strategic analysis did not indicate a massive 

change in this perspective, why it makes sense to forecast based on an average of historical 

performance.  

 

 

NCD 

Net cost of debt is forecasted as net financial costs after tax in relation to NIBD as 

investigated in paragraph 4.2. 

Figure 5.5 - Carlsberg's forecasted special Items
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Figure 5.6 - Carlsberg's forecasted depreciation and amortirization 
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Figure 5.7 shows the forecasted NCD. The historical increase in NCD is due to the increased 

exposure by the S&N-deal. Both the strategic- and the financial analyses show that the higher 

financial gearing, which came out of the acquisition, increased both the business- and 

financial risk of Carlsberg. But already in 2009 NCD was brought down to around 6%, which 

is evaluated to be an appropriate level to reside at until 2015. In accordance with paragraph 

3.4 an expansion in Asia is expected. An acquisition will give additional and mandatory 

exposure towards the Asian market. Consequently in 2015 we increase the NCD to an 

exposed level (same relative growth as the S&N-deal) and as historically proven, it is quickly 

brought back to normal in 2016. What furthermore supports this level is that Carlsberg 

themselves claim that they have an average rate of borrowing money of 5,8% (Carlsberg AR 

2009, p. 73). 

 

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. 

 
Figure 5.8 outlines how the tax rate remains the same in the historical period, and therefore it 

will remain the same in the forecast. The effective tax rate has historically been close to the 

statutory, which is another supporting fact. This does not apply in i) 2008 since the 

acquisition of S&N creates a tax shield larger than the tax expenses, and therefore we get a 

positive tax rate and ii) in 2015 because of the expected M&A-deals in Asia, leading to an 

equally big drop in the effective tax rate.  

 

Total Non-Current Assets 

Total non-current assets are forecasted as a percentage of the net revenue in accordance with 

the theory (Koller et al 2010, p 212). Goodwill and trademarks are examples of intangible 

assets. Fixed assets are the company’s property, plant, equipment etc. 

Figure 5.7 - Carlsberg's forecasted Net Cost of Debt (NCD)
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Source: Own Creation based on recalculated figures

Figure 5.8 - Carlsberg's forecasted effective tax rate
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Source: Own Creation based on recalculated figures
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The intangibles exclude acquired goodwill and trademark values attributed to the 2008, and 

expected 2015 acquisitions. This is treated separately and depreciated by 2,5% per year in 

accordance with Koller et al (2010). The ratio between the “normalized” level of intangibles 

and the revenue is expected to stay at 110% as calculated in 2009.  

Figure 5.9 shows that the fixed assets are forecasted as an average of the four historical years, 

and will be constant in the forecasted period. 

 

Net Working Capital 

The net working capital is forecasted as a percentage of the revenue.  

Due to the acquisition in 2008, large differences appear as mentioned in paragraph 4.2. NWC 

increases because of the increase in deferred tax liabilities, provisions, other liabilities and the 

decrease in inventory. Carlsberg is tremendously good at controlling their NWC, but we do 

not expect them to continue this abnormal performance. 

 
Carlsberg will be moving towards industry standards (Koller et al. 2010, p. 188) and the 

historical performance, pre-financial-crisis, of approx 15% in 2015.   

 

NIBD 

Paragraph 3.4 found indications that an aggressive repayment of debt is essential to Carlsberg. 

As it is seen in appendix 5, the debt was aggressively paid down from 2008-2009 (8,1bDKK), 

but the Q3 2010 financial statements show stagnation. In October 2010, Carlsberg established 

a new 5-year EUR 1.75bn loan and issued 7-year EUR bonds of 1bn EUR at attractive market 

prices and conditions. The new facilities were mainly used for the refinancing of the 

remaining of the S&N acquisition. Following the refinancing, Carlsberg extended the 

maturity profile on its debt and achieved more balanced funding sources. 

Figure 5.9 - Carlsberg's forecasted Non-Current Assets
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Figure 5.10 - Carlsberg's forecasted net working Capital
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 net working Capital -10,4 -12,5 -10,8 -28,7 -38,1 -34,3 -30,5 -26,7 -22,9 -19,1 -15,2 -15,2 -15,2 -15,2 -15,2 -15,2 -15,2
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Therefore we have constructed the forecast, with Carlsberg keeping a steady debt repayment 

during the explicit period until 2015. At this time the assumed debt will dramatically increase 

by 40bDKK, similar to the S&N-deal. History proves that it was a good decision to issue new 

shares (by stock options to old shareholders). We believe that Carlsberg will reach steady 

state at the same level as pre-S&N and pre-financial crisis.  

 

The following forecasts are calculative sub-totals based on and derived from the above 

forecasts.  

 

NOPAT 

Net operating profit after tax is a ratio that shows, what Carlsberg earns without liabilities. 

NOPAT is used when calculating economic value added (EVA). 

 

The NOPAT is increasing during the explicit period as a consequence of increasing revenues. 

We observe an increase in 2015 because of the acquisitions and attributed tax-value, and 

following historical tendencies it stabilizes already in E2016. It reflects the example of how 

the acquisitions are the only way to sustain the development of NOPAT. 

 

Free Cash Flow 

When NOPAT is adjusted for depreciation & amortization, changes in NWC and net 

investments, the free cash flow (FCF) is generated. 

 

Figure 5.11 - Carlsberg's forecasted debt repayment
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Figure 5.12 - Carlsberg's Forecasted NOPAT
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Figure 5.13 - Carlsberg's Forecasted FCF
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The free cash flows follow the same trend as NOPAT. Performing steadily upwards 

throughout the entire decade except from a decrease in 2015. When Carlsberg conducts their 

acquisitions in 2015 and thereby establishes a significant presence on all three markets, the 

NOPAT increases, and a platform for significantly higher free cash flows are established. 

5.1.2 Worst Case Scenario 
If the global financial crisis continues, the opportunity for further investments in Asia 

diminishes and thereby prevents Carlsberg from gaining market shares. Carlsberg’s cash cows 

at the time (Northern & Western Europe and Eastern Europe) are not providing enough 

resources caused by a lot of competition and low margins. The strategic analysis tells us that 

if the crisis does not fade out during the explicit period, it will result in i) low margins, ii) 

increased rivalry among existing players and iii) increased bargaining power from the 

consolidating supermarkets. The forecast is shown in figure 5.14. 

 

An additional effect (which will lower margins even further) is that Carlsberg’s effort to sell 

more premium products fails due to the sustained financial crises. On top of that the 

consumers in Eastern Europe (in a star market) will substitute from beer to liquor since their 

general standards of living are under pressure, because of rising unemployment, low 

investments and low demand - all rooted in the financial crisis.  

The Russian economy continues to suffer from the economic instability (due to political and 

macro-forces as mentioned in paragraph 3.1.2) forcing the projection to rapidly decline 

already in 2013. 

In turn the interesting and promising market of Asia is neglected because of the lack of 

produced funds from the slow performance of the cash cows and stars. It is not possible to 

maintain sufficient investments in the Asian market why the 2015 investment and the shift in 

relative market are not realized. Since Carlsberg’s relative market share is too low and the 

strength of their position is weak (since mainly positioned in Western China), the competitors 

capture the emerging markets. The NCD and the tax-rates are therefore not adjusted for the 

cyclic events around 2015. 

Figure 5.14 - "Worst-case" forecasted regional growth in net revenue
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Earlier we highlighted the effect of consolidating retailers like supermarkets forcing cost of 

sales to increase and in turn lowering NOPAT, as displayed in figure 5.15. In addition we 

spotted increasing rivalry on the two main markets (Asia excluded – since we assume 

Carlsberg never established a significant market share there), which also forces the NOPAT to 

decrease.  

The “not negative” trends in FCF in E2011 and E2012 compared to “most likely” is caused by 

lower net investments in the “worst case” scenario, which are driven by the declining growth 

in revenue. 

5.1.3 Scenario – Best Case 
In the earlier conducted SWOT synthesis the strengths of Carlsberg are pointed out, and the 

“best-case” scenario is based on Carlsberg utilizing these strengths particularly in the Russian 

market. 

In this scenario the financial crisis fades out in 2012, which will result in increasing revenues 

and affect all the net revenue related posts. 

Global beer consumption will increase since the GDP and consumption in general will 

increase. The correlation analysis in paragraph 3.1 shows close correlation between beer 

consumption, general consumption and GDP, which in turn will lead to increasing revenues. 

 

Net Revenue 

 

Figure 5.16 illustrates how Eastern Europe will be recovering from the financial crisis and 

will favour beer over other types of alcoholic drinks. Additionally it is expected that 

Carlsberg manage to perform additional acquisitions in the region and utilize the 

understanding of the business environment acquired from the strong market positions in the 

Baltic countries and Russia. 

Figure 5.15 - Difference between worst and most likely on FCF and Nopat (mDKK)
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Figure 5.16 - "Best-case" forecasted regional growth in net revenue
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Asia will boom when the western economies emerge out of recession. As observed in the 

strategic analysis an attractive market place will occur in the Asian market, because of i) the 

increasing beer consumption per capita, ii) attractive economic growth and iii) recent cultural 

developments. By the 2015 acquisition, Carlsberg has increased its operations in the Asian 

region to 33% of the revenue. 

 

Figure 5.17 shows that during the explicit forecast we see an increase in the NOPAT, driven 

by the assumption regarding the growth in net revenue. 

The reason FCF is significantly lower compared to “most likely”, is that net investments are 

increasing as net revenue increase. 

5.2 Part conclusion 
We found that the calculations rest on the budgets and forecasts of Carlsberg’s financial 

performance of 2010-2019 and the terminal period. And although the financial crisis hits 

broad and wide (competitors as well as consumers and stock-holders expectations) the 

economical recovery is vital.  

The ability to, seek optimal efficiency, launch for high margins, and share best practices 

across markets reflect different scenarios. We conclude that the Excellence Programmes are 

instrumental. There are strong indications that the size of debt has a crucial influence on 

Carlsberg’s abilities to seize the possibilities to expand on growth markets such as Eastern 

China in the Asian market.  

We conclude that “Most likely” an acquisition in the Asian market will occur, and contribute 

to growing revenues. Excellence programmes lowers cost of sales, keeps administrative 

expenses at a constant rate, and makes sales & distribution expenses vary relative to the 

revenue.  

The NWC will move towards industry standards and Carlsberg’s NIBD will contain steady 

repayments. We found that these assumptions result in an increasing NOPAT and FCF, 

except for a drop in 2015, concerning the acquisition. 

“Best case” scenario reflects a quick recovery of the financial crisis, which will result in 

growing GDP’s and thereby a growing consumption. 33% of Carlsberg’s revenue comes from 

Figure 5.17 - Difference between best case and most likely on FCF and Nopat (mDKK)
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Asia in 2015, because of increasing growth and cultural development. FCF is lower since 

investments will be higher. 

“Worst Case” scenario reflects a long financial crisis, and Carlsberg will not be able to repay 

their debts fast enough to conduct acquisitions in Asia. More competition lowers Carlsberg’s 

margins, and other beer companies will move quicker into the emerging markets. Consumers 

substitute, because of the financial crisis, from beer to liquor in Eastern Europe, because of 

the lower GDP. 

Figure 5.18 recaps findings from Chapter V. 

 

6.0 Valuation – Chapter VI 
The purpose of this chapter is to display and explain the final valuation of Carlsberg. Initially 

we dispute the pros and cons of DCF and EVA on a theoretical level. Then we move into 

clarifying and deducting (based an all preceding Chapters) significant variables value. We 

identify the discount factor to bring the future value of Carlsberg’s cash flows and economic 

rents back to a present value. The derived discount rate from Chapter IV and the findings 

from Chapter V are applied in the chosen models. The result will be a quantitative measure of 

the value of Carlsberg, nicely built and induced from both qualitative and quantitative 

methods of both strategic and financial characteristics. In order to benchmark and assess the 

Chapter V Description of KSF being; driver, lever, 
fact, core competency etc.

Impact Carlsberg
ROE

Economic 
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Most likely Cyclic Forecast M&A in Asia, Financial Crisis Impact, Focus on 
debt repayment

n/a n/a

Net revenue Weighted Average based on the
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Growing revenue, mostly in Asia

Cost of Sales Excellence Programme Lower cost of sales

Operating 
Expences

Varies with revenue Sales & distribution expenses relative to revenue
Constant administrative expenses

NCD, TAX Created by country laws and 
investments

Statutory tax.rate except for M&A period, ncd
taken from annaula report and constant

Non-Current
assets

Varies with revenue Percentage of revenue 110%

NWC Mean reverting Move towards industry standards

NIBD Incerases wiht investments Carlsberg keeps a steady repayment

Nopat, FCF A product of the forecast Nopat and FCF increases over time, decreasees
under M&A, and increases again

Best case Strengths in Russian market, 
financial crisis fades out

Growing Revenue

Worst case long financial crisis, miss market
shares in Asia

Falling Revenue
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Most likely Cyclic Forecast M&A in Asia, Financial Crisis Impact, Focus on 
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n/a n/a

Net revenue Weighted Average based on the
markets

Growing revenue, mostly in Asia

Cost of Sales Excellence Programme Lower cost of sales

Operating 
Expences

Varies with revenue Sales & distribution expenses relative to revenue
Constant administrative expenses

NCD, TAX Created by country laws and 
investments

Statutory tax.rate except for M&A period, ncd
taken from annaula report and constant

Non-Current
assets

Varies with revenue Percentage of revenue 110%

NWC Mean reverting Move towards industry standards

NIBD Incerases wiht investments Carlsberg keeps a steady repayment

Nopat, FCF A product of the forecast Nopat and FCF increases over time, decreasees
under M&A, and increases again
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shares in Asia
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Figure 5.18 – Part Conclusion Chapter VI
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robustness of the valuation, the validity is examined in a sensitivity analysis. This performs a 

reality-check of the identified value on a very comparable dimension of “multiples”.  

6.1 Discussion of the Valuation Models 
DCF and EVA are capital value-based models that estimate the Enterprise Value by valuing 

all future cash flows of a company, adjusted for structural and specific risk and the time value 

of money. Carlsberg’s cash flows were derived in Chapter V as either the future free cash 

flows (FCF) or the net operating profit after tax (NOPAT). 

The goal of the entire valuation is to calculate a price per share of Carlsberg, being defined as 

the total market value of equity divided by the number of shares. The used methodology 

estimates “real/adjusted equity” as EV minus the market value of the company’s debt (Bodie 

et al 2008, p. 586 & Koller et al 2010, p.582). 

One of the most significant factors is surely the discount rate used to calculate the present 

value of the future cash flows and is called the weighted average cost of capital (WACC). The 

WACC is estimated in paragraph 6.2. 

Both models consist of a future looking two-periodic cash flow; a budget period and a 

terminal period. The explicit forecasted period consists of forecasted value drivers and 

components, which are results of the strategic and financial analyses combined. The terminal 

period is a perpetuity of which the different value drivers and components are held constant. 

It is by definition given that in the terminal period Carlsberg is in a steady state, which 

represents that we have a constant growth, WACC, margins, capital turnover/expenditure etc. 

We choose 10 years of explicit forecast to avoid underestimation of the growth coming from 

the return on newly deployed capital, not exceeding WACC. The estimated EV using both 

DCF and EVA will be the same if the models are constructed correctly – and rest on the 

identical analytically adjusted income statement and balance (Myers et al 2008, p.966). In 

doing so, we eliminate technical errors by using both models as a safety check.  

6.1.1 Assumptions 
A significant assumption to the valuation models is that Carlsberg is “going concern”. 

Carlsberg’s operations are valued in perpetuity, which is important since the assets are not 

valued at their “break-up” value but as a whole and forever. 

Also dirty surplus posts are significant and are seen when foreign currency translation and 

pension liability adjustments are performed directly on the balance sheet and thereby 

changing shareholder equity and missing the transition through the income statement 

(Plenborg et al 2007). It is therefore a given fundamental to the models that delta in 
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shareholder equity, which does not result from transactions with shareholder, (such as 

dividends, share repurchases or share offerings) is reflected in the income statement. 

Lastly we assume in respect of the DCF model that all excess capital is either paid out as 

dividend, or invested into a project with a return equal to WACC. 

6.1.2 Pros and Cons of DCF and EVA models 
Pros 

Since all cash flows are uncertain the models encompass an adjusted level of risk as they use 

WACC as discount rate.  

The model rests on actual money transfers in and out of Carlsberg – which in turn diminishes 

the accounting policy and the ability to manipulate earnings (Plenborg et al 2002).  

Cons 

The models are really sensitive to a number of value drivers used in each of them. The 

accuracy of the estimated value depends on our assumptions in Chapter V Carlsberg’s 

revenue development in different markets, cost efficiency and debt repayments affecting 

capital expenditure. The risk simulation implemented in the WACC is also of immense 

significance since just a small change in the discount rate will change the face of Carlsberg’s 

cash flows remarkably.  

All assumptions in the valuation models stem from findings in Chapter III and Chapter IV. 

The strategic analysis examines the future growth potential and Carlsberg’s ability to capture 

and capitalize on it, which is pivotal in estimating value drivers such as ROIC. 

Contrary to DCF, EVA is dependent on the accounting policy used by the company subject to 

the valuation (Plenborg et al 2007). In the EVA-valuation ROIC plays a key role, and 

therefore the information found in the financial statements are significantly important. EVA is 

a great method to assess the performance of a company. By comparing ROIC with the WACC 

(EVA-spread), it is seen if the company creates or destroys value (positive/negative EVA) for 

the shareholders.  

6.2 Weighted Average Cost of Capital – WACC 
The WACC is the company’s cost of capital, calculated with each type of capital 

proportionally weighted. All capital sources are included in the WACC, (Plenborg 2002, p. 

50-55).  

The WACC is estimated like this: 
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The WACC can consist of additional types of capital than Equity and Debt, but in this 

definition we only use those two types. 

The debt ratio and equity ratio are calculated as the market value of total Debt/Equity divided 

by the sum of NIBD and the market value of Equity. The debt ratio and the equity ratio are 

reciprocally interrelated (Bodie et al 2008, p. 469). 

The definitions of the required rate of return from equity ke are investigated in the next 

paragraph 6.2.1 and the required rate of return from debt NCD in paragraph 6.2.2. It is 

complicated to calculate the ke and many different methods can be applied. In this project the 

capital asset pricing model (CAPM) is chosen as stated in paragraph 1.2.5. 

6.2.1 Capital Asset Pricing Model – CAPM 
Two parameters can explain CAPM: time value of money and risk. There are two ways in 

which Carlsberg’s investors can be compensated, either by reducing risk or increasing the 

expected rate of return. Time value of money is the risk-free rate rf and compensates the 

investors for placing money in any investment over a period of time. The second part of the 

formula reflects the risk of Carlsberg and calculates the compensation, which their 

shareholders need for taking on additional risk than the risk free rate. In this calculation a risk 

measure (beta) is used, which compares the expected return of Carlsberg to the expected 

return of the market portfolio. And in the end we have what is called the market risk 

premium, which is the difference between the market return and the risk free rate. (rm-rf) 

(Ross, Westerfield & Jordan 2006, p.417). 

[ ]fmfe r)r(E*rk −+= β  

In the following three paragraphs the risk and the time value of money will be examined. 

 

Risk Free Rate 

The risk free rate is commonly explained as the interest rate on a government bond with a 

duration between 3 months and 10 years, matching the type of situation you are in, although 

the risk free rate doesn’t really exist in practice and is more of a theoretical term. 

In compliance with Plenborg (2002) and Kotler et al (2010) we match the risk free rate. We 

see that the duration of the budget is 10 years, and because of this a 10-year government bond 

is used as the best fit to a risk free rate in this case (Plenborg 2002, p.53). 

The current rate of a 10-year Danish government bond is looked up to be 4% 

(Obligationskurser 2010). This is the risk free rate we will use in the rest of the valuation. 
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Beta 

According to the CAPM a stock’s expected return is driven by beta, which is explained, (as 

above), by the volatility of Carlsberg’s stocks relative to the market volatility. In this project 

we will use the OMXC20 index as the market, since this is where the stock of Carlsberg is 

located and price regulated. One could use the beta compared to the different markets in the 

different countries, that Carlsberg act in. But since this isn’t a project about Beta, we find the 

best and nearest solution being the OMXC20. 

In the case of this valuation, and since the beta cannot be observed directly, its value will be 

estimated. When doing this we first measure beta by using a regression and then improving 

the estimate with our results from the strategic analysis. 

We will estimate the beta by regressing according to this model: 

[ ]fmfe r)r(E*rk −+= β  

Koller et al (2010) explains two important observations, which need to be taken into account 

as we perform the regression (Koller et al 2010, p.313-314). 

§ Raw regressions have to be based on monthly returns. Using shorter return periods, 

such as daily and weekly returns, leads to systematic biases.  

§ At least 60 data points should be used. Rolling betas are graphed to examine any 

systematic changes in a stock’s risk. 

Next step is defining the sample period to suit our valuation, by following Koller et al’s 

(2010) advice. A five year period is then used with monthly observations, but why not a 

longer sample period? 

 

Figure 6.1 -  Carlsberg's Beta Value, against OMX20
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Source: Ow n creation based on Datastream 2010
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Figure 6.1 displays how the historical beta has moved between 1.4 in late 2008 and 1.8 by the 

end of 2010. The large increase of beta since mid 2008 is caused by the acquisition of S&N. 

As stated in paragraph 3.1.2, the new ownership of BHH has made Carlsberg very exposed to 

developments in the Russian economy. Carlsberg becomes more dependent of the Russian 

stock market, and therefore fluctuations in Russia will have a greater effect on the risk profile, 

and therefore the beta increases, i.e. the stock becomes more volatile compared to the 

OMXC20 market portfolio. This is why we should weigh the more recent data higher than 

earlier data. 

In the market model, the stock’s return is regressed against the market’s return. Figure 6.2 

shows the results of the regression with three different periods using monthly returns. 

 

Figure 6.2 shows that the beta is very dependent on which sample period is used. By using a 

period of 1 year we reach a beta of 1.82. This might seem as the appropriate period, as this 

might well reflect the future of the stock movements of Carlsberg. 

However, if the period is extended to include 5 years of data, the beta drops to 1.76. 

This is a more correct measure since a 10-year period supposedly underestimates the risk of 

the company’s changes concerning the acquisition of S&N. 

The beta needs to reflect the present and future profile of Carlsberg and also needs to contain 

sufficient observations to gives us an unbiased result. 

The chosen beta estimate of 1.76 would overestimate the risk of Carlsberg if you look at the 

findings in paragraph 3.4 and 4.5. Furthermore the financial crisis is expected to cool down in 

turn lowering volatility in the market. Therefore we adjust the beta down to 1.5. 

 

Market Risk Premium 

The difference between the expected return of the market and the risk-free rate is the market 

risk premium. The market risk premium is very sensitive to changes in the estimation period, 

and this is also one of the reasons why many experts and companies often end up with 

different results. 

Two types of estimates can be used:  

§ Estimates based on historical data 

§ Estimates based on future expectations 

Figure 6.2 - Carlsberg's Beta
Beta 1 year Beta 5 year Beta 7 year

1,83 1,76 1,52
Source: Own Creation based on Datastream 2010
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Both types will be used to estimate, what we believe to be the right market risk premium. 

Market risk premiums are collected from different sources and gathered in the figure below 

(Figure 6.3). 

 

The first three lines in the figure represent the market risk premium based on historical data, 

including dividends. Next up is PwC, who has estimated their own market risk premium, 

based on their expectations of the market. PwC market research is based on a survey 

conducted every year involving Danish investors7.  

If the level of risk does not change during the analyzed period, historical returns are a good 

alternative (Koller et al 2010, p.209), but recent studies show that the risk-return trade-off 

increases with the consumption wealth ratio over time (Yang et al 2006). 

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 in Carlsberg’s other 

markets, we have decided to minimize the range to 4-5.5%. 

The estimate from Valueinvest has the most recent and longest history, which reduces 

estimation errors and minimizes the effect from consumption wealth. The analysis indicates 

that the best market risk premium for Carlsberg’s shareholders would be 5%. 

 

Calculation of CAPM 

The required rate of return from equity ke is: 

[ ] %,*,r)r(E*rk fmfe 5115514 =+⇒−+= β  

6.2.2 Net Cost of Debt 
The NCD is taken directly from the annual report 2009 and is 5.8%. This figure includes the 

financial gearing of the acquisition of S&N, and because of the expected M&A deal in Asia, 

we expect this to continue. 

                                            
7 Corporate finance divisions, investment bankers and institutional investors. 

Figure 6.3 - Market Risk Premium
Period Average Return

PwC Market Research 2005 3-5.5%
PwC 2009 4-5%
Valueinvest 1900-2007 5,0%
Global Financial Data 1970-2002 5,2%
Goldman Sachs 2008 6,5%
Source: Saabye 2002, Petersen 2009, PwC 2010, 2009, Goldman Sachs.com 2010
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6.2.3 Market Value of Equity 
From paragraph 6.2.1 we learned that in order to calculate WACC, you need the market value 

of equity. In order to get the market value right, we have to calculate a new rebalanced debt 

ratio every year we forecast. Since this is far more complicated and even creates a greater risk 

of not getting the share price right, the market value of equity as of the cut-off date has been 

chosen. 

6.2.4 Estimation of WACC 
We make the assumption that the book value of debt can be used as a proxy for the market 

value of debt. In compliance with (Plenborg et al. 2002): 
[ ] [ ] %%,*,),(*%,*,WACC 9511650250185350 =+−=  

This is the WACC, which will be used in the valuation models DCF and EVA.  

6.3 Discounted Cash Flow - DCF 
The DCF approach discounts future free cash flows (FCF) and gives us the Enterprise Value 

(EV) of Carlsberg. The discount rate used is the calculated WACC. The free cash flow is the 

operating cash flow minus capital expenditures. This represents the cash that Carlsberg is able 

to generate after paying the money required to maintain or expand their assets (Koller et al 

2010, p.38).  

 

The enterprise value is described by the following formula (Plenborg et al. 2010, p. 44); 
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Source: Ow n creation based on Plenborg et al 2002

Figure 6.4 -  DCF Valuation
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The formula consists of two parts. The first part is the future free cash flow from the budget 

period, which is discounted with the WACC as the discount rate. The second part is the 

present value of the terminal period, and valued by using Gordon’s Constant Growth model. 

 

Figure 6.5 shows the valuation of Carlsberg. The “PV (FCF)” is the present value of the free 

cash flow for the budget period. Adding the “PV (FCF)” with the “PV (terminal)” value gives 

us the enterprise value EV. To get the value per share, we have to subtract the debt ultimo 

2009 from the EV, and afterwards divide by the number of shares, which is 118,86 mill. The 

“most likely” scenario from Chapter V displays a share price of 605DKK per share. On the 

cut-off date (15th of November 2010 at 17:00) the share price was 557DKK per share, which 

indicates that the share is under priced. 

The combination of the effect from the Excellence Programme combined with “room for 

improvement” - since peers show remarkably better performance - shows a positive effect 

during the whole forecast period. The most important driver to explain our estimate is the 

expected recovery of the Eastern European Market and the ability to secure the Asian Market. 

On the financial side, we expect Carlsberg to repay the last of the debts obtained in the S&N 

deal within the next 3-4 years, and hereafter using existing levers and benefit from solid 

global presence and performance, when the economies recover. We find that Carlsberg is 

worth more than the share price which could stem from the evidence mentioned in paragraph 

2.3.1, that the dual class share produces a 20% discount. 

6.3.1 Valuing Best and Worst Case 
Best and worst case scenarios are presented, mentioned in Chapter V. The “best case” gives 

us a share price of 758DKK. 

The increase is primarily caused by a great performance on all markets. We can expect 

marginally declining intangible assets, resulting in faster future free cash flows. 

Figure 6.5 - Valuation DCF
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The “worst case” gives us a share price of 547DKK. This is 43DKK lower than the observed 

price. The reason being lower growth in revenue that stems from a continued recession and 

Carlsberg failing to enter the Asian market as mentioned in paragraph 5.1.2.  

6.4 Economic Value Added - EVA 
The EVA approach is a measure that adjusts Carlsberg’s accounting figures with the investors 

required rate of return. Positive EVA creates shareholder value, and negative EVA destroys 

shareholder value. When destroying value, this means that the company fails to invest money 

in projects, which yield a higher expected return than what, the investors expect. 

 
The enterprise value of Carlsberg is described by the following formula (Plenborg et al. 

2002): 
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EVA is the difference between the NOPAT and the opportunity cost of invested capital. The 

opportunity cost is determined by the WACC and the amount of capital employed. 

Source: Ow n creation based on Plenborg et al 2002

Figure 6.6 -  EVA Valuation
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The input for this valuation model is based on the assumptions from Chapter V, and displays 

the value of 605DKK per share. The figure shows that Carlsberg is creating value for its 

owners during the whole forecasted period. We believe the assumptions are reasonable and 

since we end up with the same price as the DCF analysis, we can conclude there are no errors 

in the EVA analysis.  

6.5 Sensitivity Analysis 
Since the valuation is based on a lot of assumptions when estimating variables, it creates some 

uncertainty. Therefore it is necessary to conduct a sensitivity analysis to see whether the 

numbers vary too much or too little. The sensitivity analysis gives us an idea of the impact 

and importance of the different variables and provides a better understanding of whether the 

forecasted price needs adjustment. 

Data tables with two variables are used to illustrate the sensitivity of the stock price, when we 

change the different estimated variables. The variables are i) Growth in the terminal period, ii) 

WACC and iii) NIBD. The growth in the terminal period cannot exceed the growth of the 

economy, since Carlsberg would then be worth more than the world, in the perpetual view. 

The growth can only be abnormal in the budgeted period. We will use the historical inflation 

rate in Denmark as the terminal growth rate, (see appendix 14). 

Since a huge part of the EV is determined by the terminal value, there is great uncertainty 

involved with around 66% of the value coming from the terminal value. 

Figure 6.8 shows the different stock prices, when we change the terminal growth rate and 

WACC. 

The “most likely” scenario is used as a base throughout the sensitivity analysis. 

Figure 6.7 - Valuation EVA
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The estimate of 605DKK per share is based on a terminal growth of 2.0% and a WACC of 

9%. Since this estimate is higher, than the stock price observed at the cut-off date, we will 

recommend a buy on the Carlsberg stock. If we assume the WACC is correctly estimated, 

then the stock is under-priced regardless of the change in terminal growth. If the terminal 

growth increases 1% the stock price increases by 1%, and as the terminal growth decreases by 

1% it causes a decrease in the stock price of 1%. 

If WACC increases by 1% it causes a 20% decrease, and a 1% decrease causes a 28% 

increase. 

Ergo, the stock price is more sensitive to changes in the WACC than to changes in terminal 

growth. 

This leads us to an analysis of the variables used to calculate the WACC.  

Figure 6.9 illustrates the changes in the stock price as beta changes. Beta is, as explained 

earlier, the volatility on the Carlsberg stock, relative to the overall market. The beta ranges 

from 1.1 to 1.9 to include what we think are the most relevant estimates. 

 
The 1-year historical beta of 1.9 increases the WACC with 1,3% -points and thereby 

decreases the stock price by 24,1%. If a lower beta is used, i.e. a beta estimated with a longer 

sample period, the recommendation would be to buy; no matter which estimate of terminal 

growth is used. 

Figure 6.8 - Sensitivity Analysis Growth/WACC
g

1,0% 1,5% 2,0% 2,5% 3,0%
7% 953 977 1007 1042 1087
8% 747 757 768 782 798
9% 596 598 602 605 610
10% 481 481 480 478 477
11% 393 390 387 383 379

Source: Own Creation based on recalculated figures
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Figure 6.9 - Sensitivity Analysis Growth/Beta
g

1,0% 1,5% 2,0% 2,5% 3,0%
1,1 805 819 835 853 876 7,7%
1,3 692 699 707 716 728 8,3%
1,5 598 601 605 608 613 9,0%
1,7 520 521 521 521 521 9,6%
1,9 455 453 451 449 447 10,3%

Source: Own Creation based on recalculated figures
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Another parameter involved when estimating the WACC estimate is the excess market return 

from figure 6.3. The effect on WACC and the stock price, when changes in this variable occur 

is shown in figure 6.10. 

 
A 2% higher market risk premium increases the WACC with 1,9%-points and thereby lowers 

the estimated stock price from 605 to 393. This would result in the share price being 

overestimated. 

Paragraph 6.2.1 outlined that leading Danish institutional investors operate with excess 

returns around 3-5.5%. Stock prices estimated with market risk premiums in this range are 

higher than the price at the cut-off-date. 

The last parameter to be analyzed with respect to changes in WACC is the NCD (rephrase). 

Figure 6.11 shows the change in the stock price, when changing both WACC and NDC. The 

change in NDC has a direct effect on WACC, since it also affects the impact of the tax shield. 

This also affects the FCF, as the change in “net financial posts” affects NOPAT. 

 
The effect on WACC from the change in NCD is not as volatile as the change in the market 

premium, nor the beta. If NCD increases by 2%-points, then WACC increases by 0,4%-

points, and the estimated stock price declines from 603 to 544. Since the volatility on WACC 

from changes in NCD is lower than the other examples, the sensitivity analysis is followed by 

some tests on the input variables of WACC by summing up the results from market risk 

premium and beta in figure 6.12. 

Figure 6.10 - Sensitivity Analysis Growth/Rm
g

1,0% 1,5% 2,0% 2,5% 3,0%
1% 1659 1773 1925 2134 2445 5,1%
3% 945 969 997 1032 1075 7,0%
5% 598 601 605 608 613 9,0%
7% 398 396 393 389 386 10,9%
9% 271 267 263 258 253 12,9%

Source: Own Creation based on recalculated figures
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Figure 6.11 - Sensitivity Analysis Growth/NCD
g

1,0% 1,5% 2,0% 2,5% 3,0%
4% 683 690 697 706 717 8,4%
5% 644 648 654 660 668 8,6%
6% 597 600 603 607 611 9,0%
7% 573 575 578 580 583 9,2%
8% 542 543 544 545 546 9,4%

Source: Own Creation based on recalculated figures
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This shows that the market risk premium can change the valuation from over to under priced.  

The stock price changes between 263 and 1925 with an excess market return between 1% and 

9%. This diversification shows that there is a large risk connected with the calculation of 

WACC. 

The second part of the sensitivity analysis will analyze the effect on the stock price due to 

changes in the size of NIBD. 

 
Recall that the estimate of 605DKK per share is based on a terminal growth of 2% and an 

NCD of 5,8%. The financial crisis lowered the CIBOR-rate, but in addition the banks 

increased the “net interest spread”, making the cost of liquidity for Carlsberg is indifferent. 

Figure 6.13 shows that a change in NIBD will not change the share price significantly, but an 

increased level of debt has to increase equity-owners expected return. Equity owners being 

residual owners, will be the biggest losers in an event of financial distress (Myers et al 2010, 

p.503). Also not reflected in the share price is the effect if Carlsberg’s credit rating is 

changed. Carlsberg’s credit rating has been constant the last 10 years, see appendix 10. 

A change in the credit rating might drive banks to force a restructure of Carlsberg’s debt, 

should debt covenants not be met in turn leading to even more expensive debt. But this is not 

seen as a likely situation. Although unlikely, we would like to state that the sensitivity 

analysis only captures the nature of the debt and if the debt-spiral starts it can have 

devastating effects. This is a good example on how the valuation works, and how the different 

variables affect the outcome. 

Figure 6.12 - Sensitivity Analysis Beta/Rm
Rm

1,0% 3,0% 5,0% 7,0% 9,0%
1,1 2149 1263 835 586 427
1,3 2032 1118 707 478 334
1,5 1925 997 605 393 263
1,7 1826 895 521 325 207
1,9 1736 807 451 270 162

Source: Own Creation based on recalculated figures

Be
ta

Figure 6.13 - Sensitivity Analysis NCD/Change in NIBD
Change in NIBD

-20,0% -10,0% 0,0% 10,0% 20,0%
4% 708 720 720 709 683
5% 674 686 686 675 651
6% 633 645 645 634 611
7% 616 627 627 617 595
8% 590 600 600 591 570

Source: Own Creation based on recalculated figures

N
CD
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6.6 Multiples 
A multiples-based valuation of Carlsberg and the peer group provides us with a benchmark, 

which removes stochastic variables and supports the robustness of the model and the result. 

First we will define an “industry multiple”, constructed as a weighted average of both 

Carlsberg and the peer group. Second in order, to estimate the enterprise value (EV) of 

Carlsberg, the industry multiples will be applied on relevant key ratios. In addition we 

compare the Carlsberg multiples with the peers. Findings from Chapter III and IV show that 

Heineken and AB-InBev are quite similar and therefore should trade at equal or at least 

comparable multiples.  

We will use possible differences in the multiples of Carlsberg and the peer group to 

investigate where Carlsberg over- or under performs. 

We have chosen to use the price/earnings ratio (P/E in the following) and EV/EBITDA, since 

they are the most commonly used multiples. 

Applying multiples is very fast, simple and filled with flaws compared to using the cash flow-

based models, because; i) compared companies must have equivalent growth potential, ii) 

value drivers are based on manipulative accounting figures, iii) Uniform accounting standards 

are vital and iv) potentially skewed biased – since 100% weight on a single value driver 

(Plenborg 2002, Plenborg et al 2007, 2009). 

Findings in Chapter IV made sure that the accounting standards of Carlsberg and their peers 

are alike, and therefore comparable. 

6.6.1 EV/EBITDA 
This multiple has the advantage of the driver ratio used (EBITDA) being an “early” figure in 

the income statement, and things such as depreciation and financial gearing does not have any 

effect. 

In the multiples found in the database Thomson Reuters (2010), we see that Heineken and 

Carlsberg have similar levels and developments. Figure 6.14 displays that AB-InBev is at a 

significantly higher level. But the multiple drops from 2009 and is just above the level of 

Heineken and Carlsberg in 2009. 

These characteristics concur to the findings in paragraph 4.2. 
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In “the perfect world" the three companies should trade at the same multiple, but markets are 

not perfect, and all information is not available, which creates differences in pricing. 

Carlsberg is traded at a lower multiple than the peers’ weighted average. 

The peer average multiple is applied to the EBITDA of Carlsberg, and the price per share is 

found.  

We see that Carlsberg’s stock price is closest to the DCF and EVA in year 2009. 

6.6.2 P/E 
As all other multiples the P/E is often used as a quick and dirty method to see, whether the 

stock is over-/underpriced. The P/E multiple involves earnings, and therefore it contains noise 

in the form of differences in depreciation standards etc.  

Since this multiple involves number of shares outstanding, we have used average number of 

shares in each year.  

 
The data in figure 6.15 show that the “peer weighted average” P/E multiple is marginally 

higher than the one of Carlsberg. The data states that Carlsberg should trade at a lower 

multiple than our peer group. 

If we used the “peer group average” we would end up with a share price of 310DKK. The 

negative trend of the share price conflicts with our results from the cash flow-based 

valuations, where we expect the price to be 605DKK per share. 

6.6.3 Evaluating Multiples 
As mentioned before, valuations based on multiples are risky. All the weight is put on one 

single value driver, in our case either EBITDA or earnings. By doing this it is implicitly 

Figure 6.14 - EV/EBITDA Multiple
2009 2010

Heineken 7,2 6,8
AB-Inbev 8,9 8,5
Peer Weighted Average 8,0 7,7
Carlsberg A/S 7,4 6,8
Price per Share 761,7 894,3
Source: Own Creation based on data from Reuters

Figure 6.15 P/E Multiple
2009 2010

Heineken 10,4 9,3
AB-Inbev 13,5 11,8
Peer Weighted Average 11,9 10,5
Carlsberg A/S 11,4 9,3
Price per Share 310,1 407,2
Source: Own Creation based on data from Reuters
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assumed that one value driver contains information about the present and future state of 

Carlsberg. 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. 

 

Drivers of Value; Multiples 

In general the following factors cause multiples to differ between comparable firms: 

 

Figure 6.16 shows the factors relevant when analyzing why Carlsberg in general trades at 

lower multiples than Heineken and AB-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. 

We assume that Carlsberg’s investors are risk-averse. A relatively large and certain cash flow 

will be valued higher than alternative investments. Chapter III and IV found that Carlsberg 

gets a large part of its cash flow from the stagnant Northern & Western European market, and 

another large share of cash in the more risky Eastern European market. We also found that 

Carlsberg is playing a relatively small role on the attractive Asian beer market, especially in 

the Eastern part of China.  

The arguments weaken both the certainty strategic position of Carlsberg as well as the 

certainty of future growth. We therefore find it natural that Carlsberg’s multiples are at a 

lower level than the peer group used throughout this valuation.  

Figur 6.16 Differences in multiples for companies within the same peer group
Cause Effect
Future growth in revenue --> Higher mutiple than peer group when higher growth
Future earnings growth --> Higher mutiple than peer group when higher growth
Uncertainty of earnings --> Higher multiple because of lower uncertainty
Differences i accounting principles --> Higher multiple than peer group by using earnings reducing principals
Strategic position --> Higher multiple than peer group when a better strategic position
Differences i capital structure --> Lower financial gearing, higher multiple
Source: Own Creation based on Plenborg (2002)
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6.7 Drivers of differences between multiple- and cash flow-based valuation 

 
Displayed in figure 6.17 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 into account the large loans and 

taken out when acquiring S&N.  

The large difference in the results of the two multiple analyses show the weakness of using 

multiples as a valuation method. We do, however, observe that our results from the multiples 

valuation, are somehow close to the results of our different cases in our DCF analysis. The 

price of 605DKK per share seems fair and we therefore find Carlsberg slightly undervalued 

by the market and expect the share price to increase in the short run. 

6.8 Part Conclusion 
By evaluating the pros and cons of the DCF and EVA models we found them equally 

adequate to perform the valuation of Carlsberg. General value is created through the ability 

and risk of future cash flows. The abilities are outlined throughout all of the chapters, and the 

risk of the cash flows are determined by the WACC. To calculate the WACC, the risk 

premium and beta are estimated. The risk premium consists of the difference between market 

return and the risk-free rate, and by evaluating different estimates we select a 5% market risk 

premium. When the beta is estimated by a 5 year moving average we significantly adjust it by 

the findings from the risk analysis, to reflect a more correct picture of the future. This 

contributes to a WACC of 9%, which is in line with leading scholars and practitioners Koller 

et al (2010), since most bigger firms WACC’s are estimated to be around 9-10%. 

The DCF and EVA valuation conclude a share price of 605DKK per share. The “best case” 

scenario indicates a share price of 758DKK and the “worst case” scenario indicates a price of 

547DKK per share. 

The findings from the sensitivity analysis show that beta and Rm creates most volatility in the 

stock price, but concludes a robust model, since no major fluctuations are observed. 

Figure 6.17 - Differences in Valuation
Differences i Valuation

EV/EBITDA 894
P/E 407
DCF 605
EVA 605
 Source: Own Creation based on recalculated 
figures and data from Reuters 
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The P/E multiple share price is lower than DCF and EV/EBITDA multiple share price is 

higher. Based on the gap in between the two multiples and the underlying explanations, 

derived from the reality of Carlsberg, we conclude that 605DKK is a fair price. 

We will further elaborate on this in the next chapter. 

Figure 6.18 recaps findings in Chapter VI.  

 

 

7.0 Conclusion – Chapter VII 
The purpose of this master’s thesis is to conduct a theoretical valuation of Carlsberg’s equity. 

In order to get the fair present value of the FCF and EVA, a strategic and financial analysis 

has been carried out to estimate a budget and forecast based on future expectations of the 

markets, and Carlsberg’s performance.  

Chapter II discovers, that Carlsberg is a company that consists of a wide range of different 

brands on three main markets. Carlsberg has shown good performance by following their 

Excellence Programme, conducting M&A’s, and their Corporate Governance is applied well, 

according to the recommendations of OMXC20. 

It is also found that Carlsberg operates with dual class shares, which could, and perhaps even 

should, offer a value discount in share price. 

In Chapter III, Carlsberg’s main markets were analyzed and separated into three regions; 

Asia, Eastern Europe, and Northern & Western Europe. The analysis started from a macro 

Chapter VI Description of KSF being; driver, 
lever, fact, core competency etc.

Impact Carlsberg
ROE

Economi
c Rents

Theory Pro DCF og EVA Make in same model n/a n/a

WACC Beta, risk premium, rf-rate, NCD, 
EQm

WACC = 9 % n/a n/a

DCF_valuatio
n

PV(FCF) Share price 605 n/a n/a

EVA_valuatio
n

PV(EVA) Share price 605 n/a n/a

Best & Worst
case valuation

Best: Strengths in Russian market, 
financial crisis fades out
Worst: long financial crisis, miss 
market shares in Asia

Best: 758
Worst: 547

n/a n/a

Sensitivity Check WACC, g terminal periode, 
NCD, 

Rm & Beta creates the most volatility in the
stock price, but everything looks robust

n/a n/a

Multiple EV/EBITDA og P/E & calculate
shareprice on multiples

P/E lower than DCf, EV/EBITDA higher than 
DCF

n/a n/a

Valuation
result

Comparison of different valuation
methods

Share price of 605 seems fair n/a n/a

Chapter VI Description of KSF being; driver, 
lever, fact, core competency etc.

Impact Carlsberg
ROE

Economi
c Rents

Theory Pro DCF og EVA Make in same model n/a n/a

WACC Beta, risk premium, rf-rate, NCD, 
EQm

WACC = 9 % n/a n/a

DCF_valuatio
n

PV(FCF) Share price 605 n/a n/a

EVA_valuatio
n

PV(EVA) Share price 605 n/a n/a

Best & Worst
case valuation

Best: Strengths in Russian market, 
financial crisis fades out
Worst: long financial crisis, miss 
market shares in Asia

Best: 758
Worst: 547

n/a n/a

Sensitivity Check WACC, g terminal periode, 
NCD, 

Rm & Beta creates the most volatility in the
stock price, but everything looks robust

n/a n/a

Multiple EV/EBITDA og P/E & calculate
shareprice on multiples

P/E lower than DCf, EV/EBITDA higher than 
DCF

n/a n/a

Valuation
result

Comparison of different valuation
methods

Share price of 605 seems fair n/a n/a

Source: Own Creation

Figure 6.18 – Part Conclusion Chapter VI
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perspective preceding an industry analysis (Porters Five Forces) focusing on the general 

characteristics, accessibility and attractiveness of the brewing industry. Through the MLC-

analysis we outlined the Asian market as an introduction market, the Eastern European 

Market as a growth market, and Northern & Western Europe as a mature market. 

We compared the strategic position of Carlsberg with the one of our selected peer group’s in 

order to validate our findings. 

Findings are that Carlsberg is strong within marketing/branding. Their distribution channels 

are strong in the Eastern European region, and Carlsberg display good performance within 

their sourcing departments. It was also found that Carlsberg maintains good post-merger 

skills, which, according to our analysis, will be evident in the future of the beer industry. 

The Northern & Western European regions show stagnating growth in consumption, which 

means that growing organically, is hard since no new consumers occur, and branding will be 

the main tool to conquer their competitors’ customers. A stable cash flow is seen though, 

since 61% of Carlsberg’s revenue derives from this region. Indications show that Carlsberg 

will use this stable cash flow to diversify away from the Northern & Western European region 

and into the growth markets like Eastern Europe and especially Asia, through both vertical 

and horizontal M&A’s. 

In Asia Carlsberg is only present in the less profitable western part of China, and generally 

they have low markets shares in Asia. The tendency in Asia shows more wealth amongst 

middleclass consumers, and general growth in consumption, since the consumption pr. capita 

is low as opposed to the other regions/markets. Consumers in Asia are price sensitive, and this 

denotes that efficiency in production and distribution is important for Carlsberg to utilize 

economies of scale. 

Carlsberg is not big enough to out run the peers with organic growth in Asia and will 

therefore focus on growth through M&A’s. 

The Eastern European region shows growth until 2008 (the financial crisis), and since a 

general shift in consumer preferences from the “normal” beer into the “premium” beer is 

seen, higher profit margins can be utilized. To benefit from the Eastern European market a 

quick recovery from the financial crisis has to occur, since this will avoid a sustained shift in 

consumer preferences. External risks are high in Eastern Europe because of the devaluation of 

the Russian ruble, beer taxes and commodity problems. Despite the risks the SWOT-synthesis 

shows a general trust in the market, and we expect Eastern Europe to perform great and 

recover from the financial crisis. 
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The fact that Carlsberg is present and relatively successful in a range of markets in different 

stages, concludes a strong foundation in respect of future growth, since it nurtures dynamic 

abilities. 

In Chapter IV Carlsberg’s performance is evaluated based on historical financial information, 

compared to the peers. The profitability analysis found that Carlsberg is better at adapting 

acquisitions than Heineken, by showing a relatively increasing ROE. Since Carlsberg issued 

new shares to complete the acquisition, their ROE should be lower than the displayed 

performance. Carlsberg has a low cost of capital, steadier growth in earnings, but lags an 

increase in revenue from the S&N acquisition, which concludes that a more robust growth in 

future cash flows will occur. 

Carlsberg has a competitive disadvantage because of the competitors which have a significant 

US market to canalize cash flows to investments in growth markets like Asia. This is a 

negative pull towards the expectations of future economic rents of Carlsberg resulting in a 

downwards pressure on their EVA-spread. 

The common-size and trend-analysis outlines that Carlsberg’s main peer AB-InBev has a 

quicker growth, but their cost control is not “best-practise”. If Carlsberg can grow faster, and 

remain efficient in their cost control, their competitive position will strengthened. 

The growth analysis shows no demand for liquidity supported by growth in the Eastern 

European market and stable cash flows from the Northern & Western European market. 

Combined with good post merger skills, this makes us conclude that M&A and FDI’s will be 

conducted successfully in the Asian market. If Carlsberg maintain their present efficient cost 

control, their positive momentum in the EVA is expected to be sustained in the future.  

Carlsberg destructs less and less value by an increasing EVA-spread momentum, which is a 

indication of Carlsberg moving towards creating value (especially in times of general 

economic recession/stagnation). Combined with increasing liquidity it will result in placement 

of this liquidity in a value creating environments, in turn producing economic rents. 

On the basis of the risk analysis from Chapter IV and Appendix 7, it is concluded that the 

primary risks Carlsberg faces are related to the external risk and currency risk. The external 

risk comes partly from political uncertainty, which changes the way Carlsberg can act in their 

markets. This has occurred in Russia with the beer tax problems. External risks such as 

political risks can be seen as the highest risks, because of Carlsberg’s natural inability to 

hedge and controlling these. Secondly the relatively unstable currencies across markets have 

been a challenge but can be hedged. Thirdly commodity risks are significant, since Carlsberg 



 

page 112 of 151 

has not diversified and hedged well enough, which leads to threats against their margins, in 

turn lowering EVA and FCF. 

These risks contribute to the overall risk profile of Carlsberg, which is concluded as being 

medium and are adjusted for in the WACC. 

From the budgets produced in Chapter V three possible scenarios are derived: most likely, 

best case, worst case. The important factors for Carlsberg’s future are: the economical 

recovery, optimal efficiency, high margins, “best practice across markets” and size of debt in 

order to expand. 

The synthesis showed that most likely an acquisition in the Asian market would occur, and 

contribute to growing revenues. It is concluded that the Excellence Programmes lower cost of 

sales and keep administrative expenses at a constant rate. This results in a general steady 

growth of NOPAT and FCF. 

“Best case” scenario reflects a quick recovery of the financial crisis, which will result in 

growing GDP’s and thereby a growing consumption. 33% of Carlsberg’s revenue will come 

from Asia in 2015, because of increasing growth and cultural development. Since investments 

will be higher because of greater growth, this will require financing from the cash flow, and 

when deducting this from the NOPAT it will result in a lower FCF in the short run, but higher 

FCF in the long run. 

“Worst Case” scenario reflects a slow recovery from the financial crisis. In turn Carlsberg 

will not be able to repay their debts fast enough and revenues from Northern & Western 

Europe are not substantial enough to conduct acquisitions in Asia. More competition lowers 

Carlsberg’s margins and sales, since consumption will not increase in Eastern Europe or 

Northern & Western Europe, and other beer companies will move quicker into the emerging 

markets. Consumers substitute, because of the financial crisis, from beer to liquor in Eastern 

Europe, because of the lower GDP. 

In Chapter VI the WACC is calculated based on a beta of 1,5 (adjusted by the risk analysis) 

and a market risk premium of 5% (selected, based on reliable sources). The WACC is then 

calculated to be 9%, which is in line with the level of what leading practitioners and scholars 

advocate (Koller et al, 2010). The “most likely” DCF and EVA valuation conclude a share 

price of 605DKK per share. The “best case” scenario indicates a share price of 758DKK and 

the “worst case” scenario indicates a price of 547DKK per share. 

The findings from the sensitivity analysis show that beta and Rm creates most volatility in the 

stock price, but the valuation model is concluded robust, since no major fluctuations are 

observed. 
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The P/E multiple share price is lower than DCF and the EV/EBITDA multiple share price is 

higher. It is assumed that Carlsberg’s investors are risk-averse as most investors are. A 

relatively large and certain cash flow will then be valued higher than alternative investments. 

Chapter III and IV found that Carlsberg gets a large part of its cash flow from the stagnant 

Northern & Western European market, and another large share of cash in the more risky 

Eastern European market. It is also found that Carlsberg is playing a relatively small role in 

the attractive Asian beer market, especially in the Eastern part of China.  

These arguments weaken both the certainty of the strategic position of Carlsberg as well as 

the certainty of future growth. Therefore it is found natural that Carlsberg’s multiples are at a 

lower level than the peer group.  

 

We conclude that 605DKK is a fair price.  

 

Our theoretically/academically derived share price is higher than the share price on the cut-off 

date (557DKK). The discussion behind the reason of difference in share price follows: 

i) The differences in share price could stem from the project underestimating the risk involved 

with future cash flows of Carlsberg (WACC), or that the future expectations of returns from 

operations (ROIC) are too optimistic. 

ii) Some of the difference in share price could stem from learning’s in Chapter II regarding 

dual share classes, since the academically derived share price outlines a value discount of 

approx. 10%. 

iii) Believing in the efficient market hypothesis and behavioural finance the value of a market 

moves with the free flow of information. But what is seen during the financial crisis is that 

information has been increasingly uncertain, volatile and confusing. In turn leading to 

mispricing. 

8.0 Perspectives – Chapter VIII 
The purpose of this chapter is to reflect on the findings (research, methods etc) of the project.  

Hermeneutics are important in scientific research, and this chapter will not investigate 

“whether we did the things correctly” – but instead “did we do the correct things”? We will 

investigate future outlooks on specific (the most significant) “topics” and see what are the 

fundamental drivers of the discrepancy between this project’s theoretical valuation and the 

aggregated market beliefs of the value of Carlsberg. 
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Wine-branding 

Chapter III showed that marketing is vital to the beer industry, and that Carlsberg is good at 

branding themselves. Cider and energy drinks have become a part of the Carlsberg portfolio, 

but not wine. If Carlsberg start making make wine and use their branding skills to diversify 

their portfolio, would this improve the EVA-spread/economic rents. Nobody actually brands 

wine the same way as beer except for a few wineries. 

 

Markets 

This project rests on the assumption that Carlsberg’s revenue source can be divided into three 

markets. Each region displays individual features regarding end user characteristics, key value 

drivers, distribution networks, maturity etc. Have we forgotten something or are we blinded 

by the “ease” of segmentation? 

Carlsberg only engages in Asia, Eastern Europe, and Northern & Western Europe. How could 

Carlsberg engage in the American market? Entry barriers and competition is probably too 

high, but maybe new business models and innovative thinking could secure the American 

market. Can Carlsberg finance this? And by what factor would this increase the EVA and 

long-term growth?  

What about the assumption on the investments in Asia? Are these correct? Is it too big an 

assumption? The only way they can gain market shares is to buy their way in and as we 

estimate it – not later than 2015. 

Also not forgotten are the 1 billion people in India. An expansion in India should be 

aggressive, and thorough market research should be made, for Carlsberg to avoid ending up 

with less attractive and “poor” regions. What if, as predicted by some, the share of operations 

will even out there over the next decade – providing Carlsberg with a solid Global position? 

Australia, Africa, and South America are markets also which could not only be explored 

through license agreements and export, but include breweries. Would this have an impact on 

the EVA or is it more profitable to have their current setup? 

 

New business models 

At the moment Carlsberg has a Global strategy, but what if they separate it? They could treat 

each market with a different strategy. Will this prevail suboptimal information and ensure 

100% focus and commitment to sustain competitive advantages and create economic rents, on 

the individual markets?  
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New business models could be created through new distribution strategies. For example in the 

U.S. they could make delivery at your doorstep, through DHL or Amazon. Everything is 

getting more Internet based, like the huge diaper delivery Internet page. Maybe some future 

growth opportunities could be seen here and would improve the economic profits.  

Carlsberg can be compared with a living organism, where internal strength is a must to avoid 

attacks, and constantly being adaptable and agile is important. 

 

Commodity Prices 

How does Carlsberg secure their commodity prices? It is seen that both Carlsberg and 

Heineken have a problem with barley prices, because of the adverse weather in Europe and 

the increasing demand for corn as “fuel”, (Reuters 2011).  

AB-InBev and SABMiller are secured, since they get their barley from Argentina. What if 

Carlsberg diversified their risk, by spreading out their suppliers of commodities all over the 

world? – Would this lower the impact on the financial risk, and thereby lower WACC, 

increasing EVA? 

 

Carlsberg’s future risk premium and the financial crisis 

Making Valuations is tricky business, since assumptions about the future are made and rooted 

in the past. Especially because the study is based on a past that just endured one of the most 

serious financial crises’ since the introduction of real “economic markets” (OECD 2010f). 

This shows in the risk-premium. To be fair, it is not so obvious that including the last two 

years of market data is appropriate, when making long-term projections for Carlsberg. When 

taking ten years of data and including the last two years – we indirectly assume a major 

financial crisis will occur every decade8. If we look at recent development (with the last years 

of negative risk-premium), we assume that equities will no longer offer a return above the 

risk-free rate. Scholars and practitioners alike (like Felix Salmon) anticipate a zero equity 

premium in the future, with very high volatility. Based on those two assumptions it does not 

make sense to hold any equity of Carlsberg in your portfolio.  

The assumptions may be possible, but questionable in the long term. A zero long-term equity 

premium assumes that Carlsberg, and other firms in other industries, will not be very 

productive or profitable for decades. Furthermore Carlsberg’s equity (which reflect future 

dividends and capital gains) is inherently riskier than treasury bonds (at least for a 

government that is unlikely to default or hyper inflate). Ultimately equity prices must reflect 
                                            
8 The Economist May 20th 2010, 14:29 by A. S 
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and compensate investors for that risk or no one would hold them in their portfolio. Empirical 

evidence has repeatedly shown, over the long-term, that riskier assets do have higher average 

returns than less volatile assets. It is important to remember the equity premium is a risk 

premium, risk being the operative word.  
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Appendix 2 - Consumer Expenditures Alcoholic Beverages 
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Appendix 3 - Regional Market Data 2009 
Source: Own creation based on Euromonitor 2010 
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The Concentration Ratio is the percentage of market share held by the largest firms (m) in an industry. 
CRm= Σn

i=I xi 
Concentration Ratios range from 0 to 100 percent. The levels reach from no, total, low or medium to 
high concentration. 
• No concentration: 0% means perfect competition or at the very least monopolistic competition. If 
for example CR4=0 %, the 4 largest firm in the industry would not have any significant market share. 
• Total concentration: 100% means an extremely concentrated oligopoly. If for example CR1= 100%, 
we talk of a monopoly. 
• Low concentration: 0% to 50% this category ranges from perfect competition to oligopoly. 
• Medium concentration: 50% to 80% an industry in this range is likely an oligopoly. 
• High concentration: 80% to 100% this category ranges from oligopoly to monopoly. 
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Appendix 4 - Brand Market Share of Carlsberg and its Peer 
Group 
Source: Own creation based on Euromonitor 2010 
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Appendix 5 - Analytical Income Statements and Balance Sheets 
Source: Own creation based on Carlsberg AR 2009, AB-InBev AR 2009, Heineken AR 2009 
 

 

Carlsberg
Analytical Income Statement 2009 2008 2007 2006 2005 2004

Net revenue 59.382     59.944     44.750     41.083     38.047     36.284     

Cost of sales -27.616    -28.737    -20.776    -18.420    -17.213    -16.461    

Gross profit 31.766     31.207     23.974     22.663     20.834     19.823     

Sales and distribution expenses -15.141    -16.775    -13.621    -13.256    -12.578    -12.043    
Administrative expenses -3.523      -3.632      -2.817      -2.724      -2.585      -2.408      
Other operating income 441          626          498          393          369          448          
Other operating expenses -501         -355         -327         -279         -143         -306         
Share of profit after tax, associates 112          81            101          85            232          210          

Operating profit before special items 13.154     11.152     7.808      6.882      6.129      5.724      

Special items, income -           -           -           602          1.479       417          
Special items, costs -613         -1.309      -318         -448         -814         -952         

EBITDA 12.541     9.843      7.490      7.036      6.794      5.189      

Depreciation and amortisation -4.266      -3.631      -2.963      -3.191      -3.005      -2.871      
Impairment of goodwill -37           -332         -6             -112         -842         -           

EBIT 8.238      5.880      4.521      3.733      2.947      2.318      

Tax expense operations -2.221      637          -1.291      -1.057      -812         -536         
Operating profit after taxes (NOPAT) 6.017      6.517      3.230      2.676      2.135      1.782      

Financial income 1.161       1.862       1.086       992          877          1.311       
Financial expenses -3.694      -4.861      -1.973      -1.696      -1.932      -1.978      
Financials, net -2.533      -2.999      -887         -704         -1.055      -667         
Tax shield 683          -325         253          199          291          154          
Consolidated profit 4.167      3.193      2.596      2.171      1.371      1.269      

Attributable to:
Minority interests 565          572          299          287          261          169          
Shareholders in Carlsberg Breweries A/S 3.602       2.621       2.297       1.884       1.110       1.100       

Net financial costs 1.850       3.324       634          505          764          513          

Depreciation note
2009 2008 2007 2006 2005 2004

Intangible assets
Cost of sales 39            20            11            6              5              4              
Sales and distribution expenses 45            39            47            61            45            52            
Administrative expenses 151          133          152          189          192          188          
Other operating income 442          -           -           -           -           -           
Special items (Goodwill impairment) 37            332          6              112          842          -           

Property, plant and equipment
Cost of sales 2.542       2.492       1.636       1.725       1.661       1.600       
Sales and distribution expenses 803          778          860          856          709          738          
Administrative expenses 199          169          154          152          184          211          
Other operating income -           -           -           -           -           15            
Special items (impairment losses) 45            -           103          202          209          63            
Total 4.303      3.963      2.969      3.303      3.847      2.871      

Taxes 2009 2008 2007 2006 2005 2004
Eff tax rate -0             0              -0             -0             -0             -0             
Tax shield 683          -325         253          199          291          154          
Tax expense operations 2.221       -637         1.291       1.057       812          536          
Net financial posts after tax 2.307       3.781       948          658          949          998          
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Heineken
Analytical Income Statement 2009 2008 2007 2006 2005 2004

Net revenue 14701 14.319 12.564 11.829 10.796 10.062
Other income 41 32 30 379 0 0

Gross profit 14.742 14.351 12.594 12.208 10.796 10.062

Raw materials -9650 -9.548 -8.162 -7.376 -6.657 -6.101
Personnel expenses -2379 -2.415 -2.165 -2.241 -2.180 -1.957
Share of profit after tax, associates 127 -102 25 27 34 21

Operating profit EBITDA 2.840 2.286 2.292 2.618 1.993 2.025

Amortisation, depreciation and impairment -1083 -1206 -746 -769 -696 -656
Goodwill impairment 0 0 -18 -17 -14 0

EBIT 1.757 1.080 1.528 1.832 1.283 1.369

Tax expense operations -352 -301 -469 -392 -330 -392
Operating profit after taxes (NOPAT) 1.405 779 1.059 1.440 953 977

Financial income 304 -16 41 63 85 78
Financial expenses -633 -469 -168 -185 -199 -408
Financials, net -329 -485 -127 -122 -114 -330
Tax shield 66 53 40 27 30 86
Consolidated profit 1.142 347 972 1.345 869 733

Net financial costs 263 432 87 95 84 244

AB-Inbev
Analytical Income Statement 2009 2008 2007 2006 2005 2004

Net revenue 24.995 16.102 14.430 13.308 11.656 8.568
Other income 0 0 0 0 0 0
Cost of sales -11.695 -6.279 -5.234 -4.819 -4.497 -3.536

Gross profit 13.301 9.823 9.196 8.489 7.159 5.032

Sales and distribution expenses -5.211 -3.925 -3.581 -3.436 -3.087 -2.343
Administrative expenses -1.571 -1.006 -887 -1.031 -863 -675
Other operating incom/expenses 449 298 283 170 132 92
Special items, net 898 -405 374 -77 -207 59
Share of profit after tax, associates 349 47 1 1 -1 23

Operating profit EBITDA 8.216 4.832 5.386 4.116 3.133 2.188

Amortisation, depreciation and impairment -1916 -1306 -1091 -986 -936 -851
Goodwill impairment

EBIT 8.216 3.526 4.295 3.130 2.197 1.337

Tax expense operations -1.915 -559 -744 -616 -466 -296
Operating profit after taxes (NOPAT) 6.301 2.967 3.551 2.514 1.731 1.041

Financial income 341 195 115 166 47 0
Financial expenses -3.346 -1.177 -713 -639 -451 -172
Financials, net -3.005 -982 -598 -473 -404 -172
Tax shield 700 114 95 85 75 29
Net financials after tax -2305 -868 -503 -388 -329 -143
Consolidated profit 3.996 2.099 3.048 2.126 1.402 898
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Carlsberg
Analytical Balance

2009 2008 2007 2006 2005 2004
Operating assets
Goodwill 46.911 48.663 16.946 16.935 16.339 15.327
Trademarks 33.946 35.400 3.804 3798 3769 3776
Other intangibles 715 581 311 397 510 537
Prepayments 39 34 144 149 54 124
Land & buildings 13.376 13.116 8.070 8.263 8.285 9.041
Plant & machinery 13.119 14.945 8.597 8077 8.282 7993
Other plant & equipment 3.868 3.189 2.658 2445 2.574 2588
Construction in progress 1.471 2.793 2.784 1582 1.214 813
Assets held for sale 388 162 34 109 328 279
Investment associates 2.079 2.224 622 579 1.105 1750
Totalt non-current assets 115.912 121.107 43.970 42.334 42.460 42.228
Inventories 3.601 5.317 3.818 3220 2.866 2883
Receivables 7.073 8.887 7.615 6.460 8.308 6.442
Prepayments 666 1.211 950 917 587 519
Tax receivables 175 262 62 84 132 84
Deferred tax assets 1.483 1.254 733 822 1.005 861
Retirement benefit plan assets 2 2 11 14 21 0
Provisions -2.445 -2.175 -743 -832 -756 -670
Deferred tax liabilities -9.688 -9.803 -2.191 -2.425 -2.362 -2.334
Retirement benefit obligations and simialr obligations -2.153 -1.793 -2.220 -2.006 -2.061 -1.889

Operational assets 114.626 124.269 52.005 48.588 50.200 48.124
(minus deferred obligations and operating liabilities)
Trade payables -7.929 -8.009 -5.833 -5.147 -4.513 -4.074
Liabilities associated with assets held for sale -51 -453 0 -1 -10 0
Deposits on returnable packaging -1.361 -1.455 -1.207 -1.159 -1.224 -1.260
Corporation tax -411 -279 -197 -187 -720 -710
Other liabilities -11.591 -10.168 -5.631 -4.910 -5.239 -4.904
NIBL -21.343 -20.364 -12.868 -11.404 -11.706 -10.948
Invested capital 93.283 103.905 39.137 37.184 38.494 37.176

Net working capital -22.629 -17.202 -4.833 -5.150 -3.966 -5.052

Carlsberg
Analytical Balance

2009 2008 2007 2006 2005 2004
Note Equity and liabilities DKK million

Equity
Share capital 3.051 3.051 1.526 500 1.526 1.526
Reserves -11.816 52.470 17.095 16.071 16.442 13.558
Overført overskud 63.594 60.762
Equity, shareholders in Carlsberg Breweries A/S -8.765 55.521 18.621 17.597 17.968 15.084

Minority interests 4.660 5.230 1.323 1.390 1.528 1.708

Total equity 59.489 60.751 19.944 18.987 19.496 16.792
(plus interest carrying debt)
Long term debt 36075 43.230 19.385 16.241 17.765 21.708
Short term debt 3.322 5.291 3.869 6.556 8.213 3.357
(minus interest carrying assets)
Receivables, inv in ass. and other -1.733 -3.088 -1.419 -1.137 -2.906 -1.513
Securities -111 -125 -157 -178 -2.819 -418
Investment associates -2.667 -2.224 -622 -579 -1.105 -1.750
Cash -2.734 -2.857 -2.249 -2.490 -2.240 -1.755
Invested capital 93.283 103.905 39.137 37.184 38.494 37.176

NIBD 32.152 40.227 18.807 18.413 16.908 19.629

Total debt 39.397 48.521 23.254 22.797 25.978 25.065
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Heineken
Analytical Balance

2009 2008 2007 2006 2005 2004
Note Assets DKK million

Non-current assets:
Intangible assets 7135 7.109 2.541 2.449 2.380 1.837
Property, plant and equipment 6017 6.314 5.362 4.944 5.067 4.773
Assets held for sale 109 21 21 41
Inv. Associates 1427 1.145 214 186 172 134
Total non-current assets 14.688 14.589 8.138 7.620 7.619 6.744
Inventories 1010 1.246 1.007 893 883 782
Trade receivables 2310 2.504 1.873 1.779 1.787 1.646
Deferred tax assets 561 362 336 395 286 269
Advances to customers 319 346 219 180
minus NIBL
Deferred tax liabilities -786 -661 -478 -471 -393 -384
Retirement benefit obligations and similar obligations -634 -688 -646 -665 -664 -680
Provisions -518 -502 -327 -364 -373 -341
Tax liabilities -132 -85 -89 -149 -141 -30
Trade payables -3.540 -3.637 -2.587 -2332 -2.317 -1.996
Net working capital -1.410 -1.115 -692 -734 -932 -734

Invested capital 13.279 13.474 7.446 6.886 6.687 6.010

Heineken
Analytical Balance

2009 2008 2007 2006 2005 2004
Note Equity and liabilities DKK million
Equity
Share capital 392 392 784 784 784 784
Reserves 100 -17 692 666 568 354
Retained earnings 2190 1.866 3.928 3.559 2.617 2.118

Equity, shareholders in Heineken NV 2.682 2.241 5.404 5.009 3.969 3.256
Minority interests 2965 2.511 542 511 545 477

Total equity 5.647 4.752 5.946 5.520 4.514 3.733
(plus interest carrying debt)
Long term debt 7.401 9.084 1.521 2.091 2.233 2.615
Short term debt 1.301 969 1.155 1.241 1.060 946
Receivables 32 22 96 73 134 52
(minus interest carrying assets)
Securities -583 -655 -557 -665 -669 -658
Cash -520 -698 -715 -1.374 -585 -678
Invested capital 13.278 13.474 7.446 6.886 6.687 6.010

NIBD 7.631 8.722 1.500 1.366 2.173 2.277

Total debt 8.702 10.053 2.676 3.332 3.293 3.561
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AB-Inbev
Analytical Balance

2009 2008 2007 2006 2005 2004
Note Assets DKK million

Assets:
Intangible assets 51197,2 52.618 15.084 13.570 11.648 7.705
Property, plant and equipment 11193,48 14.137 6.629 6.301 5.997 5.298
Assets held for sale 44,88 37 41 114 67 0
Investment in associates 4585,92 4.935 31 13 6 6
Total non-current assets 67.021 71.727 21.785 19.998 17.718 13.009
Inventories 1600,72 2.086 1.119 1.017 929 847
Trade and other receivables 3993,64 3.731 2.899 2.976 2.767 2.282
Income tax receivable 401,2 417 306 213 123 119
Deferred tax assets 645,32 670 663 857 930 792
Prepayments 0 0 0 0 5 11
Advances to customers 0 0 0 0 30 48
Deferred tax liabilities -8496,6 -8.677 -468 -637 -274 -240
Employee benefits asset 6,8 6 7 6 20 39
Employee benefits liability -1775,48 -2.162 -624 -753 -935 -742
Provisions -866,32 -901 -699 -701 -776 -583
Trade payables -9082,08 -8.549 -4.725 -4.160 -3.732 -3.685
Other liabilities 0 0 0 -41 -18 0
Corporation tax -357,68 -291 -570 -372 -278 -310
Net Working Capital -13.930 -13.670 -2.092 -1.595 -1.209 -1.422
Invested Capital 53.091 58.057 19.693 18.403 16.509 11.587

AB-Inbev
Analytical Balance

2009 2008 2007 2006 2005 2004
Note Equity and liabilities DKK million
Equity
Share capital 13087,96 14314 7924 7.885 7.804 6915
Reserves 423,64 -3.383 292 715 969 -551
Retained earnings 7104,64 5.195 5.409 3.662 2.698 1.955

Equity, shareholders in Heineken NV 20.616 16.126 13.625 12.262 11.471 8.319
Minority interests 1940,04 1.429 1.285 880 379 374

Total equity 22.556 17.555 14.910 13.142 11.850 8.693
(plus interest carrying debt)
Long term debt 31993,32 34.508 5.185 5.146 4.466 2.217
Short term debt 1389,24 8.670 1.518 1.294 1.232 2.174
(minus interest carrying assets)
Loans to customers and other granted -113,56 -200 -254 -290 -213 -245
Securities -225,76 -366 -342 -263 -213 -276
Cash -2508,52 -2110 -1324 -626 -613 -976
Invested capital 53.091 58.057 19.693 18.403 16.509 11.587

NIBD 30.535 40.502 4.783 5.261 4.659 2.894

Total debt 33.383 43.178 6.703 6.440 5.698 4.391
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Appendix 6 - Common Size & Trend Analysis 
Source: Own creation based on Carlsberg AR 2009, AB-InBev AR 2009, Heineken AR 2009 

 

Carlsberg InBev
2009 2008 2007 2006 2005 2004 2004 2005 2006 2007 2008 2009
163,7 165,2 123,3 113,2 104,9 100,0 Net revenue 100,0 136,0 155,3 168,4 187,9 291,7

167,8 174,6 126,2 111,9 104,6 100,0 Cost of sales 100,0 127,2 136,3 148,0 177,6 330,7

160,2 157,4 120,9 114,3 105,1 100,0 Gross profit 100,0 142,3 168,7 182,8 195,2 264,3

125,7 139,3 113,1 110,1 104,4 100,0 Sales and distribution expenses 100,0 131,8 146,6 152,8 167,5 222,4
146,3 150,8 117,0 113,1 107,4 100,0 Administrative expenses 100,0 127,9 152,7 131,4 149,0 232,7
-42,3 190,8 120,4 80,3 159,2 100,0 Other operating income/expenses 100,0 143,5 184,8 307,6 323,9 488,6
53,3 38,6 48,1 40,5 110,5 100,0 Special items, net 100,0 -350,8 -130,5 633,9 -686,4 1.522,5

114,6 244,7 59,4 -28,8 -124,3 100,0 Share of profit after tax, associates 100,0 -4,3 4,3 4,3 204,3 1.516,7

241,7 189,7 144,3 135,6 130,9 100,0 Operating profit EBITDA 100,0 143,2 188,1 246,2 220,8 375,5

149,9 138,0 103,4 115,0 134,0 100,0 Depreciation and amortisation 100,0 110,0 115,9 128,2 153,5 225,2
355,4 253,7 195,0 161,0 127,1 100,0 EBIT 100,0 164,3 234,1 321,2 263,7 471,2

414,1 -118,7 240,8 197,2 151,3 100,0 Tax expense operations 100,0 157,2 207,7 251,0 188,4 645,9
337,7 365,8 181,3 150,2 119,9 100,0 Operating profit after taxes (NOPAT) 100,0 166,4 241,6 341,3 285,2 421,4

379,8 449,6 133,0 105,5 158,2 100,0 Financials, net 100,0 234,9 275,0 347,7 570,9 1.747,0
442,5 -210,4 164,2 129,2 188,2 100,0 Tax shield 100,0 254,3 287,5 322,7 385,6 2.379,0
328,4 251,6 204,6 171,1 108,0 100,0 Consolidated profit 100,0 156,1 236,7 339,4 233,7 231,6

Carlsberg Balance InBev
2009 2008 2007 2006 2005 2004 2004 2005 2006 2007 2008 2009

Assets:
439 452 114 114 111 100 Intangible assets 100 151 176 196 683 664
155 166 108 99 99 100 Property, plant and equipment 100 113 119 125 267 211
152 127 36 33 63 100 Investment in associates 100 100 217 517 82.250 76.432
172 146 85 95 117 100 Deferred tax assets 100 117 108 84 85 81
118 49 10 33 100 Assets held for sale 100 170 61 55 67

2 2 11 14 21 Retirement benefit plan assets 100 41 20 18 8 9
23 28 30 41 653 100 Securities 100 77 95 124 133 82
99 106 92 71 77 100 Receivables 100 103 179 257 350 337

115 204 96 76 199 100 Other receivables 100 121 130 127 163 175

125 182 133 112 100 100 Inventories 100 110 120 132 246 189
95 103 103 99 97 100 Trade receivables 100 119 130 130 130 0

208 312 74 100 157 100 Tax receivables 100 103 179 257 257
128 233 183 177 113 100 Prepayments 100 45 0 0 0 0

273 294 106 101 108 100 Total non-current assets 100 136 154 167 551 515

415 420 94 104 101 100 Deferred tax liabilities 100 114 265 195 3.615 3.540
114 95 118 106 109 100 Employee benefits liability 100 126 101 84 291 239
195 197 143 126 111 100 Trade payables 100 101 113 128 232 246
510 4530 0 10 100 Liabilities associated with assets held for sale 100 228 0 0 0 0
58 39 28 26 101 100 Corporation tax 100 90 120 184 94 115

236 207 115 100 107 100 Other liabilities 100 228 0 0 0

195 186 118 104 107 100 NIBL 100 105 120 129 397 397

251 279 105 100 104 100 Invested Capital 100 142 159 170 501 458

448 340 96 102 79 100 Net Working Capital 100 85 112 147 961 980

Trend Analysis
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Carlsberg InBev
2009 2008 2007 2006 2005 2004 2004 2005 2006 2007 2008 2009
100,0 100,0 100,0 100,0 100,0 100,0 Net revenue 100,0 100,0 100,0 100,0 100,0 100,0

-46,5 -47,9 -46,4 -44,8 -45,2 -45,4 Cost of sales -41,3 -38,6 -36,2 -36,3 -39,0 -46,8

53,5 52,1 53,6 55,2 54,8 54,6 Gross profit 58,7 61,4 63,8 63,7 61,0 53,2

-25,5 -28,0 -30,4 -32,3 -33,1 -33,2 Sales and distribution expenses -27,3 -26,5 -25,8 -24,8 -24,4 -20,8
-5,9 -6,1 -6,3 -6,6 -6,8 -6,6 Administrative expenses -7,9 -7,4 -7,7 -6,1 -6,2 -6,3
-0,1 0,5 0,4 0,3 0,6 0,4 Other operating income/expenses 1,1 1,1 1,3 2,0 1,9 1,8
0,2 0,1 0,2 0,2 0,6 0,6 Special items, net 0,7 -1,8 -0,6 2,6 -2,5 3,6

-1,0 -2,2 -0,7 0,4 1,7 -1,5 Share of profit after tax, associates 0,3 0,0 0,0 0,0 0,3 1,4

21,1 16,4 16,7 17,1 17,9 14,3 Operating profit EBITDA 25,5 26,9 30,9 37,3 30,0 32,9

-7,2 -6,6 -6,6 -8,0 -10,1 -7,9 Depreciation and amortisation -9,9 -8,0 -7,4 -7,6 -8,1 -7,7
13,9 9,8 10,1 9,1 7,7 6,4 EBIT 15,6 18,8 23,5 29,8 21,9 25,2

-3,7 1,1 -2,9 -2,6 -2,1 -1,5 Tax expense operations -3,5 -4,0 -4,6 -5,2 -3,5 -7,7
10,1 10,9 7,2 6,5 5,6 4,9 Operating profit after taxes (NOPAT) 12,1 14,9 18,9 24,6 18,4 17,5

-4,3 -5,0 -2,0 -1,7 -2,8 -1,8 Financials, net -2,0 -3,5 -3,6 -4,1 -6,1 -12,0
1,1 -0,5 0,6 0,5 0,8 0,4 Tax shield 0,3 0,6 0,6 0,7 0,7 2,8
7,0 5,3 5,8 5,3 3,6 3,5 Consolidated profit 10,5 12,0 16,0 21,1 13,0 8,3

Carlsberg Balance InBev
2009 2008 2007 2006 2005 2004 2004 2005 2006 2007 2008 2009

Assets:
87,5 80,9 54,2 57,2 53,7 50,0 Intangible assets 66,5 70,6 73,7 76,6 90,6 96,4
34,1 32,8 56,5 54,8 52,9 55,2 Property, plant and equipment 45,7 36,3 34,2 33,7 24,4 21,1

2,9 2,1 1,6 1,6 2,9 4,7 Investment in associates 0,1 0,0 0,1 0,2 8,5 8,6
1,6 1,2 1,9 2,2 2,6 2,3 Deferred tax assets 6,8 5,6 4,7 3,4 1,2 1,2
0,4 0,2 0,1 0,3 0,9 0,0 Assets held for sale 0,0 0,4 0,6 0,2 0,1 0,1
0,0 0,0 0,0 0,0 0,1 0,0 Retirement benefit plan assets 0,3 0,2 0,1 0,1 0,0 0,0
0,1 0,1 0,3 0,5 7,0 1,1 Securities -2,4 -1,3 -1,4 -1,7 -0,6 -0,4
1,7 1,6 3,8 3,1 3,2 4,3 Receivables 1,0 0,7 1,2 1,6 0,7 0,8
1,9 3,0 3,7 3,1 7,8 4,1 Other receivables 19,7 16,8 16,2 14,7 6,4 7,5

3,9 5,0 9,8 8,7 7,4 7,7 Inventories 7,3 5,6 5,5 5,7 3,6 3,0
6,3 6,1 16,2 16,4 15,5 16,6 Trade receivables 17,1 14,2 14,0 13,1 4,4 0,0
0,2 0,3 0,2 0,2 0,3 0,2 Tax receivables 0,0 0,7 0,7 1,1 0,5 0,6
0,7 1,2 2,4 2,5 1,5 1,4 Prepayments 0,1 0,0 0,0 0,0 0,0 0,0

127,9 123,9 118,2 119,3 122,4 117,7 Total non-current assets 112,3 107,3 108,7 110,6 123,5 126,2

-10,4 -9,4 -5,6 -6,5 -6,1 -6,3 Deferred tax liabilities -2,1 -1,7 -3,5 -2,4 -14,9 -16,0
-2,3 -1,7 -5,7 -5,4 -5,4 -5,1 Employee benefits liability -6,4 -5,7 -4,1 -3,2 -3,7 -3,3
-8,5 -7,7 -14,9 -13,8 -11,7 -11,0 Trade payables -31,8 -22,6 -22,6 -24,0 -14,7 -17,1
-0,1 -0,4 0,0 0,0 0,0 0,0 Liabilities associated with assets held for sale 0,2 0,2 0,0 0,0 0,0 0,0
-0,4 -0,3 -0,5 -0,5 -1,9 -1,9 Corporation tax -2,7 -1,7 -2,0 -2,9 -0,5 -0,7

-12,4 -9,8 -14,4 -13,2 -13,6 -13,2 Other liabilities 0,0 -0,1 -0,2 0,0 0,0 0,0

-22,9 -19,6 -32,9 -30,7 -30,4 -29,4 NIBL -42,8 -31,5 -32,4 -32,4 -33,9 -37,1

100,0 100,0 100,0 100,0 100,0 100,0 Invested Capital 100,0 100,0 100,0 100,0 100,0 100,0

-24,3 -16,6 -12,3 -13,9 -10,3 -13,6 Net Working Capital -12,3 -7,3 -8,7 -10,6 -23,5 -26,2

Common Size Analysis
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Appendix 7 - Risk Model 
Source: Own creation based on information from Chapter IV 
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Risk description Impact (1-5) Prob. (1-5) Mitigating action

Strategic Risk 2 3 Try to decrease buyer power

Operating Risk 1 1 Keep Excellence Programme running

External Risk 5 4 Hedge againt commodity prices., try to predict
events

Debt Related Risk 4 1 Keep FGEAR low

Currency Risk 4 3 Hedge against currency

Risk description Impact (1-5) Prob. (1-5) Mitigating action

Strategic Risk 2 3 Try to decrease buyer power

Operating Risk 1 1 Keep Excellence Programme running

External Risk 5 4 Hedge againt commodity prices., try to predict
events

Debt Related Risk 4 1 Keep FGEAR low

Currency Risk 4 3 Hedge against currency
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Appendix 8 - Budgets & Forecasts 
Source: Own creation based on Carlsberg AR 2009, AB-InBev AR 2009, Heineken AR 2009 
 
Forecasts 
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Asia 8,00% 32,00% 15,00% 20,00% 15,00% 8,00% 8,00% 16,00% 10,00% 10,00% 8,00% 2,00% 2,00%
Eastern Europe 1,00% 2,00% 3,00% 5,00% 7,00% 5,00% 3,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00%
Northern & Western Europe -5,00% -1,00% 1,00% 1,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00%
Net revenue growth YonY -6,00% 3,20% 3,95% 5,55% 6,08% 4,18% 4,04% 5,92% 4,24% 4,24% 3,68% 2,00% 2,00%

Cost of Sales 46,51% 44,37% 44,00% 44,00% 43,00% 43,00% 43,00% 43,00% 42,00% 42,00% 42,00% 42,00% 42,00%

Sales and distribution expenses (in% of revenue) 25,50% 25,50% 25,00% 24,00% 24,00% 24,00% 24,00% 23,00% 23,00% 23,00% 23,00% 23,00% 23,00%
Administrative expenses (in% of revenue) 5,93% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15%
Other operating income /expense (in% of revenue) -0,10% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24%
Share of profit after tax, associates (in% of revenue) 0,39% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24%

Special Items (in% of revenue) -1,03% -1,43% -1,29% -1,15% -1,00% -0,86% -0,72% -0,57% -0,43% -0,29% -0,14% 0,00% 0,00%

Deprecitation and amortirization(in% of net tangible fixed assets)14,05% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74%
Impairment of goodwil ( 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00%
Effective tax-rate (in%) 27,00% 25,00% 25,00% 25,00% 25,00% 25,00% -11,00% 25,00% 25,00% 25,00% 25,00% 25,00% 25,00%

Intangibles (in% of revenue) 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84%
Fixed assets 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61%
Other non-current assets 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22%

 net working Capital (in% of revenue) -38,11% -34,30% -30,49% -26,68% -22,86% -19,05% -15,24% -15,24% -15,24% -15,24% -15,24% -15,24% -15,24%

NIBD (outstanding in absolut values) 32,15% 31,80% 28,80% 25,80% 22,80% 19,80% 39,80% 36,80% 33,80% 30,80% 27,80% 24,80% 21,80%
Net Cost of Debt (NCD)  (in%) 5,75% 5,75% 5,75% 5,75% 5,75% 5,75% 8,30% 5,75% 5,75% 5,75% 5,75% 5,75% 5,75%
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Asia 8,00% 32,00% 15,00% 7,00% 7,00% 7,00% 7,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00%
Eastern Europe 1,00% 2,00% 2,00% 5,00% 6,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00%
Northern & Western Europe -5,00% -1,00% -2,00% -1,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 2,00%
Net revenue growth YonY -6,00% 3,20% 2,25% 3,85% 3,95% 3,33% 0,86% 1,16% 1,16% 1,16% 1,16% 1,16% 2,02%

Cost of sales 46,51% 44,37% 44,00% 44,00% 43,00% 43,00% 43,00% 43,00% 42,00% 42,00% 42,00% 42,00% 42,00%

Sales and distribution expenses (in% of revenue) 25,50% 25,50% 25,00% 24,00% 24,00% 24,00% 24,00% 23,00% 23,00% 23,00% 23,00% 23,00% 23,00%
Administrative expenses (in% of revenue) 5,93% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15%
Other operating income /expense (in% of revenue) -0,10% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24%
Share of profit after tax, associates (in% of revenue) 0,39% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24%

Special Items (in% of revenue) -1,03% -1,43% -1,29% -1,15% -1,00% -0,86% -0,72% -0,57% -0,43% -0,29% -0,14% 0,00% 0,00%

Deprecitation and amortirization(in% of net tangible fixed assets)14,05% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74%
Impairment of goodwil ( 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00%
Effective tax-rate (in%) 27,00% 25,00% 25,00% 25,00% 25,00% 25,00% 25,00% 25,00% 25,00% 25,00% 25,00% 25,00% 25,00%

Intangibles (in% of revenue) 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84%
Fixed assets 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61%
Other non-current assets 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22%

 net working Capital (in% of revenue) -38,11% -34,30% -30,49% -26,68% -22,86% -19,05% -15,24% -15,24% -15,24% -15,24% -15,24% -15,24% -15,24%

NIBD (outstanding in absolut values) 32,15% 31,80% 28,80% 25,80% 22,80% 19,80% 39,80% 36,80% 33,80% 30,80% 27,80% 24,80% 21,80%
Net Cost of Debt (NCD)  (in%) 5,75% 5,75% 5,75% 5,75% 5,75% 5,75% 5,75% 5,75% 5,75% 5,75% 5,75% 5,75% 5,75%
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Asia 8,00% 32,00% 15,00% 25,00% 30,00% 35,00% 90,00% 25,00% 25,00% 25,00% 25,00% 8,00% 2,00%
Eastern Europe 1,00% 2,00% 3,00% 4,00% 7,00% 9,00% 12,00% 7,00% 5,00% 4,00% 2,00% 2,00% 2,00%
Northern & Western Europe -5,00% -1,00% 0,00% 2,00% 3,00% 3,00% 3,00% 3,00% 3,00% 3,00% 2,00% 2,00% 2,00%
Net revenue growth YonY -6,00% 3,20% 3,53% 6,30% 8,75% 10,35% 34,65% 11,55% 10,89% 10,56% 9,57% 3,96% 1,88%

Cost of sales 46,51% 44,37% 44,00% 44,00% 43,00% 43,00% 43,00% 43,00% 42,00% 42,00% 42,00% 42,00% 42,00%

Sales and distribution expenses (in% of revenue) 25,50% 25,50% 25,00% 24,00% 24,00% 24,00% 24,00% 23,00% 23,00% 23,00% 23,00% 23,00% 23,00%
Administrative expenses (in% of revenue) 5,93% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15% 5,15%
Other operating income /expense (in% of revenue) -0,10% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24%
Share of profit after tax, associates (in% of revenue) 0,39% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24% 0,24%

Special Items (in% of revenue) -1,03% -1,43% -1,29% -1,15% -1,00% -0,86% -0,72% -0,57% -0,43% -0,29% -0,14% 0,00% 0,00%

Deprecitation and amortirization(in% of net tangible fixed assets)14,05% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74% 14,74%
Impairment of goodwil ( 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00% 2,00%
Effective tax-rate (in%) 27,00% 25,00% 25,00% 25,00% 25,00% 25,00% -11,00% 25,00% 25,00% 25,00% 25,00% 25,00% 25,00%

Intangibles (in% of revenue) 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84% 107,84%
Fixed assets 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61% 53,61%
Other non-current assets 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22% 4,22%

 net working Capital (in% of revenue) -38,11% -34,30% -30,49% -26,68% -22,86% -19,05% -15,24% -15,24% -15,24% -15,24% -15,24% -15,24% -15,24%

NIBD (outstanding in absolut values) 32,15% 31,80% 28,80% 25,80% 22,80% 19,80% 39,80% 36,80% 33,80% 30,80% 27,80% 24,80% 21,80%
Net Cost of Debt (NCD)  (in%) 5,75% 5,75% 5,75% 5,75% 5,75% 5,75% 8,30% 5,75% 5,75% 5,75% 5,75% 5,75% 5,75%
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Asia (mDKK) 8,9          11,8        13,5        16,2        18,7        20,2        21,8        25,2        27,8        30,5        33,0        33,7        34,3        
Eastern Europe 25,2        25,7        26,5        27,8        29,8        31,3        32,2        32,9        33,5        34,2        34,9        35,6        36,3        
Northern & Western Europe 25,2        25,0        25,2        25,5        26,0        26,5        27,0        27,6        28,1        28,7        29,3        29,9        30,5        
Net Revenue 59,4       62,5       65,3       69,6       74,4       77,9       81,0       85,7       89,4       93,4       97,1       99,1       101,1     

COGS 27,6        27,7        28,7        30,6        32,0        33,5        34,8        36,8        37,6        39,2        40,8        41,6        42,4        
Gross Profit 31,8       34,8       36,6       38,9       42,4       44,4       46,2       48,8       51,9       54,2       56,3       57,5       58,6       

Sales and distribution expenses 15,1        15,9        16,3        16,7        17,9        18,7        19,4        19,7        20,6        21,5        22,3        22,8        23,2        
Administrative expenses 3,5          3,2          3,4          3,6          3,8          4,0          4,2          4,4          4,6          4,8          5,0          5,1          5,2          
Other operating income /expense -0,1         0,2          0,2          0,2          0,2          0,2          0,2          0,2          0,2          0,2          0,2          0,2          0,2          
Share of profit after tax, associates 0,2          0,2          0,2          0,2          0,2          0,2          0,2          0,2          0,2          0,2          0,2          0,2          0,2          
Operating profit before special items 12,9       15,3       16,6       18,3       20,4       21,3       22,2       24,3       26,3       27,4       28,5       29,1       29,7       

Special items -0,6         -0,9         -0,8         -0,8         -0,7         -0,7         -0,6         -0,5         -0,4         -0,3         -0,1         -          -          
EBITDA 13,5       16,2       17,4       19,1       21,1       22,0       22,8       24,8       26,6       27,7       28,7       29,1       29,7       

Depreciation and amortization (fixed assets) 4,5          4,9          5,2          5,5          5,9          6,2          6,4          6,8          7,1          7,4          7,7          7,8          8,0          
Impairment of goodwill (2% on 2009-level of goodwill) 1,2          1,2          1,3          1,4          1,5          1,6          1,6          1,7          1,8          1,9          1,9          2,0          2,0          
EBIT 7,9         10,0       10,9       12,2       13,7       14,3       14,7       16,3       17,8       18,5       19,0       19,3       19,7       

tax 2,1          2,5          2,7          3,1          3,4          3,6          -1,6         4,1          4,4          4,6          4,8          4,8          4,9          
Tax-shield 0,3          0,3          0,3          0,3          0,2          0,2          -0,3         0,5          0,4          0,4          0,4          0,4          0,3          
NOPAT 5,5         7,2         7,9         8,9         10,1       10,5       16,6       11,8       12,9       13,4       13,9       14,1       14,4       

net financials 1,1          1,1          1,1          1,0          1,0          0,9          2,7          1,8          1,7          1,7          1,6          1,4          1,3          
Tax-shield 0,3          0,3          0,3          0,3          0,2          0,2          -0,3         0,5          0,4          0,4          0,4          0,4          0,3          
Net Earnings 4,7         6,4         7,1         8,2         9,3         9,8         13,7       10,4       11,6       12,2       12,7       13,1       13,5       

BALANCE "Most Likely"
Intangibles 64,0        67,4        70,4        75,0        80,3        84,1        87,4        92,4        96,4        100,8      104,8      106,9      109,0      
Fixed assets 31,8        33,5        35,0        37,3        39,9        41,8        43,4        45,9        47,9        50,1        52,1        53,1        54,2        
Other non-current assets 2,5          2,6          2,8          2,9          3,1          3,3          3,4          3,6          3,8          3,9          4,1          4,2          4,3          
Total non-current assets 98,4       103,5     108,1     115,2     123,3     129,1     134,2     142,0     148,2     154,8     160,9     164,2     167,4     

Net working capital -22,6      -21,4      -19,9      -18,6      -17,0      -14,9      -12,4      -13,1      -13,6      -14,2      -14,8      -15,1      -15,4      

Invested Capital 75,8       82,1       88,2       96,7       106,3     114,3     121,9     128,9     134,5     140,6     146,1     149,1     152,0     
Equity 56,7        62,2        69,4        78,7        89,3        98,9        89,6        97,4        104,3      111,8      119,1      124,5      130,0      
NIBD 19,1        19,9        18,8        17,9        17,0        15,4        32,2        31,5        30,2        28,8        27,0        24,6        22,0        
Invested Capital 75,8       82,1       88,2       96,7       106,3     114,3     121,9     128,9     134,5     140,6     146,1     149,1     152,0     

CASH FLOW "Most Likely
NOPAT 5,5         7,2         7,9         8,9         10,1       10,5       16,6       11,8       12,9       13,4       13,9       14,1       14,4       

+ Depriciation & Amortization 4,5          4,9          5,2          5,5          5,9          6,2          6,4          6,8          7,1          7,4          7,7          7,8          8,0          
+/- Change in net working capital 1,2          1,5          1,3          1,5          2,2          2,5          -0,7         -0,6         -0,6         -0,6         -0,3         -0,3         
+/- net investments 10,1        9,8          12,6        14,0        12,0        11,5        14,5        13,3        14,0        13,8        11,0        11,3        
FCF 0,9         1,8         0,5         0,4         2,5         9,0         4,8         7,3         7,4         8,3         11,2       11,5       

+/- new debt or amortization of old debt 0,8          -1,1         -0,9         -1,0         -1,5         16,8        -0,7         -1,3         -1,4         -1,8         -2,4         -2,5         
- net financials after tax 0,9          0,8          0,8          0,7          0,7          3,0          1,4          1,3          1,2          1,2          1,1          1,0          
Shareholders in Carlsberg Breweries A/S
FCF to owners 0,8         -0,1       -1,1       -1,3       0,3         22,9       2,7         4,7         4,7         5,4         7,7         8,0         

-dividends -0,8         0,1          1,1          1,3          -0,3         -22,9       -2,7         -4,7         -4,7         -5,4         -7,7         -8,0         
Excess Liquidity -        -        -        -        -        -        -        -        -        -        -        -        
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Asia (mDKK) 8,9         11,8       13,5       14,5       15,5       16,6       17,7       18,1       18,4       18,8       19,2       19,6       20,0       
Eastern Europe 25,2       25,7       26,3       27,6       29,2       29,8       30,4       31,0       31,6       32,3       32,9       33,6       34,2       
Northern & Western Europe 25,2       25,0       24,5       24,2       24,2       24,2       24,2       24,2       24,2       24,2       24,2       24,2       24,7       
Net Revenue 59,4      62,5      64,3      66,3      68,9      70,6      72,4      73,3      74,3      75,3      76,3      77,4      78,9      

COGS 27,6       27,7       28,3       29,2       29,6       30,4       31,1       31,5       31,2       31,6       32,1       32,5       33,1       
Gross Profit 31,8      34,8      36,0      37,1      39,3      40,2      41,3      41,8      43,1      43,7      44,3      44,9      45,8      

Sales and distribution expenses 15,1       15,9       16,1       15,9       16,5       16,9       17,4       16,9       17,1       17,3       17,6       17,8       18,2       
Administrative expenses 3,5         3,2         3,3         3,4         3,5         3,6         3,7         3,8         3,8         3,9         3,9         4,0         4,1         
Other operating income /expense -0,1       0,2         0,2         0,2         0,2         0,2         0,2         0,2         0,2         0,2         0,2         0,2         0,2         
Share of profit after tax, associates 0,2         0,2         0,2         0,2         0,2         0,2         0,2         0,2         0,2         0,2         0,2         0,2         0,2         
Operating profit before special items 12,9      15,3      16,3      17,5      18,9      19,3      19,8      20,8      21,8      22,1      22,4      22,7      23,2      

Special items -0,6       -0,9       -0,8       -0,8       -0,7       -0,6       -0,5       -0,4       -0,3       -0,2       -0,1       -        -        
EBITDA 13,5      16,2      17,1      18,2      19,6      19,9      20,3      21,2      22,1      22,3      22,5      22,7      23,2      

Depreciation and amortization (fixed assets) 4,5         4,9         5,1         5,2         5,4         5,6         5,7         5,8         5,9         6,0         6,0         6,1         6,2         
Impairment of goodwill (2% on 2009-level of goodwill)1,2         1,2         1,3         1,3         1,4         1,4         1,4         1,5         1,5         1,5         1,5         1,5         1,6         
EBIT 7,9        10,0      10,8      11,7      12,7      12,9      13,2      14,0      14,8      14,9      15,0      15,1      15,4      

tax 2,1         2,5         2,7         2,9         3,2         3,2         3,3         3,5         3,7         3,7         3,7         3,8         3,8         
Tax-shield 0,3         0,3         0,3         0,2         0,2         0,2         0,4         0,4         0,4         0,3         0,3         0,3         0,2         
NOPAT 5,5        7,2        7,8        8,5        9,3        9,5        9,5        10,1      10,7      10,8      10,9      11,0      11,3      

net financials 1,1         1,1         1,1         1,0         0,9         0,8         1,7         1,6         1,4         1,3         1,2         1,1         1,0         
Tax-shield 0,3         0,3         0,3         0,2         0,2         0,2         0,4         0,4         0,4         0,3         0,3         0,3         0,2         
Net Earnings 4,7        6,4        7,0        7,8        8,6        8,9        8,2        8,9        9,6        9,8        10,0      10,2      10,5      

BALANCE "Worst"
Intangibles 64,0       67,4       69,3       71,5       74,4       76,2       78,0       79,1       80,1       81,2       82,3       83,4       85,1       
Fixed assets 31,8       33,5       34,5       35,5       37,0       37,9       38,8       39,3       39,8       40,4       40,9       41,5       42,3       
Other non-current assets 2,5         2,6         2,7         2,8         2,9         3,0         3,1         3,1         3,1         3,2         3,2         3,3         3,3         
Total non-current assets 98,4      103,5    106,5    109,8    114,2    117,0    119,9    121,5    123,1    124,8    126,5    128,2    130,8    

Net working capital -22,6    -21,4    -19,6    -17,7    -15,8    -13,5    -11,0    -11,2    -11,3    -11,5    -11,6    -11,8    -12,0    

Invested Capital 75,8      82,1      86,9      92,1      98,5      103,5    108,9    110,3    111,8    113,3    114,8    116,4    118,7    
Equity 56,7       62,2       68,4       75,0       82,7       89,5       80,1       83,3       86,7       90,1       93,6       97,2       101,5     
NIBD 19,1       19,9       18,5       17,1       15,7       14,0       28,8       27,0       25,1       23,2       21,2       19,2       17,2       
Invested Capital 75,8      82,1      86,9      92,1      98,5      103,5    108,9    110,3    111,8    113,3    114,8    116,4    118,7    

CASH FLOW "Worst"
NOPAT 5,5        7,2        7,8        8,5        9,3        9,5        9,5        10,1      10,7      10,8      10,9      11,0      11,3      

+ Depriciation & Amortization 4,5         4,9         5,1         5,2         5,4         5,6         5,7         5,8         5,9         6,0         6,0         6,1         6,2         
+/- Change in net working capital 1,2         1,8         1,9         1,9         2,3         2,4         -0,1       -0,1       -0,2       -0,2       -0,2       -0,2       
+/- net investments 10,1       8,0         8,6         9,9         8,3         8,6         7,4         7,5         7,6         7,7         7,8         8,8         
FCF 0,9        3,0        3,3        3,0        4,4        4,1        8,6        9,2        9,3        9,4        9,5        8,9        

+/- new debt or amortization of old debt 0,8         -1,4       -1,4       -1,4       -1,7       14,8       -1,8       -1,9       -1,9       -2,0       -2,0       -2,0       
- net financials after tax 0,9         0,8         0,7         0,7         0,6         1,2         1,2         1,1         1,0         0,9         0,8         0,7         
Shareholders in Carlsberg Breweries A/S
FCF to owners 0,8        0,9        1,1        0,9        2,1        17,7      5,7        6,3        6,4        6,5        6,6        6,2        

-dividends -0,8       -0,9       -1,1       -0,9       -2,1       -17,7     -5,7       -6,3       -6,4       -6,5       -6,6       -6,2       
Excess Liquidity -       -       -       -       -       -       -       -       -       -       -       -       
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Asia (mDKK) 8,9          11,8        13,5        16,9        22,0        29,7        56,4        70,4        88,1        110,1      137,6      148,6      151,6      
Eastern Europe 25,2        25,7        26,5        27,6        29,5        32,2        36,0        38,5        40,5        42,1        42,9        43,8        44,7        
Northern & Western Europe 25,2        25,0        25,0        25,5        26,2        27,0        27,8        28,7        29,5        30,4        31,0        31,7        32,3        
Net Revenue 59,4       62,5       65,0       70,0       77,7       88,9       120,2     137,7     158,1     182,6     211,6     224,0     228,5     

COGS 27,6        27,7        28,6        30,8        33,4        38,2        51,7        59,2        66,4        76,7        88,9        94,1        96,0        
Gross Profit 31,8       34,8       36,4       39,2       44,3       50,7       68,5       78,5       91,7       105,9     122,7     129,9     132,5     

Sales and distribution expenses 15,1        15,9        16,3        16,8        18,7        21,3        28,9        31,7        36,4        42,0        48,7        51,5        52,6        
Administrative expenses 3,5          3,2          3,3          3,6          4,0          4,6          6,2          7,1          8,1          9,4          10,9        11,5        11,8        
Other operating income /expense -0,1         0,2          0,2          0,2          0,2          0,2          0,3          0,3          0,4          0,4          0,5          0,5          0,6          
Share of profit after tax, associates 0,2          0,2          0,2          0,2          0,2          0,2          0,3          0,3          0,4          0,4          0,5          0,5          0,6          
Operating profit before special items 12,9       15,3       16,5       18,4       21,3       24,3       32,9       39,1       46,4       53,6       62,1       65,8       67,1       

Special items -0,6         -0,9         -0,8         -0,8         -0,8         -0,8         -0,9         -0,8         -0,7         -0,5         -0,3         -          -          
EBITDA 13,5       16,2       17,3       19,2       22,0       25,1       33,8       39,8       47,1       54,1       62,4       65,8       67,1       

Depreciation and amortization (fixed assets) 4,5          4,9          5,1          5,5          6,1          7,0          9,5          10,9        12,5        14,4        16,7        17,7        18,1        
Impairment of goodwill (2% on 2009-level of goodwill)1,2          1,2          1,3          1,4          1,6          1,8          2,4          2,8          3,2          3,7          4,2          4,5          4,6          
EBIT 7,9         10,0       10,9       12,3       14,4       16,3       21,9       26,2       31,4       36,1       41,5       43,6       44,5       

tax 2,1          2,5          2,7          3,1          3,6          4,1          -2,4         6,6          7,9          9,0          10,4        10,9        11,1        
Tax-shield 0,3          0,3          0,3          0,3          0,3          0,3          -0,4         0,7          0,8          0,8          0,8          0,8          0,7          
NOPAT 5,5         7,2         7,9         9,0         10,5       12,0       24,7       18,9       22,8       26,2       30,3       31,9       32,6       

net financials 1,1          1,1          1,1          1,0          1,0          1,0          4,0          2,9          3,1          3,2          3,4          3,2          2,9          
Tax-shield 0,3          0,3          0,3          0,3          0,3          0,3          -0,4         0,7          0,8          0,8          0,8          0,8          0,7          
Net Earnings 4,7         6,4         7,1         8,2         9,7         11,2       20,3       16,7       20,5       23,8       27,7       29,5       30,5       

BALANCE "Best"
Intangibles 64,0        67,4        70,1        75,4        83,8        95,8        129,7      148,5      170,5      196,9      228,2      241,6      246,5      
Fixed assets 31,8        33,5        34,9        37,5        41,7        47,6        64,5        73,8        84,7        97,9        113,4      120,1      122,5      
Other non-current assets 2,5          2,6          2,7          3,0          3,3          3,7          5,1          5,8          6,7          7,7          8,9          9,5          9,6          
Total non-current assets 98,4       103,5     107,7     115,9     128,8     147,2     199,2     228,1     261,9     302,5     350,5     371,2     378,6     

Net working capital -22,6      -21,4      -19,8      -18,7      -17,8      -16,9      -18,3      -21,0      -24,1      -27,8      -32,2      -34,2      -34,8      

Invested Capital 75,8       82,1       87,9       97,2       111,0     130,3     180,9     207,1     237,8     274,7     318,2     337,0     343,8     
Equity 56,7        62,2        69,2        79,2        93,3        112,7      133,0      156,4      184,4      218,4      259,4      281,5      294,0      
NIBD 19,1        19,9        18,7        18,0        17,7        17,6        47,8        50,7        53,4        56,2        58,8        55,6        49,8        
Invested Capital 75,8       82,1       87,9       97,2       111,0     130,3     180,9     207,1     237,8     274,7     318,2     337,0     343,8     

CASH FLOW "Best"
NOPAT 5,5         7,2         7,9         9,0         10,5       12,0       24,7       18,9       22,8       26,2       30,3       31,9       32,6       

+ Depriciation & Amortization 4,5          4,9          5,1          5,5          6,1          7,0          9,5          10,9        12,5        14,4        16,7        17,7        18,1        
+/- Change in net working capital 1,2          1,6          1,2          0,9          0,8          -1,4         -2,7         -3,1         -3,7         -4,4         -1,9         -0,7         
+/- net investments 10,1        9,3          13,7        19,0        25,5        61,5        39,8        46,3        55,0        64,7        38,4        25,5        
FCF 0,9         2,1         -0,4        -3,2        -7,3        -25,9      -7,3        -7,9        -10,6      -13,3      13,1       25,9       

+/- new debt or amortization of old debt 0,8          -1,1         -0,7         -0,3         -0,1         30,3        2,8          2,8          2,8          2,6          -3,3         -5,7         
- net financials after tax 0,9          0,8          0,8          0,8          0,8          4,4          2,2          2,3          2,4          2,5          2,4          2,2          
Shareholders in Carlsberg Breweries A/S
FCF to owners 0,8         0,1         -1,8        -4,3        -8,2        -0,0        -6,7        -7,4        -10,3      -13,3      7,5         18,0       

-dividends -0,8         -0,1         1,8          4,3          8,2          0,0          6,7          7,4          10,3        13,3        -7,5         -18,0       
Excess Liquidity -         -         -         -         -         -         -         -         -         -         -         -         
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Appendix 9 - DCF & EVA Valuation 
Source: Own creation based on Carlsberg AR 2009, AB-InBev AR 2009, Heineken AR 2009 
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WACC 9%
Growth 2%
FCF 0,89 1,78 0,49 0,43 2,52 9,04 4,76 7,29 7,40 8,33 11,19 11,46
PV (FCF) 27,5
PV (terminal) 63,4
Enterprise Value 91,0
NIBD 19
Value of Equity 71.866    
Share Price DCF 605

Valuation EVA "Most Likely"
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WACC 9%
Growth 2%

Invested Capital 75,8 82,1 88,2 96,7 106,3 114,3 121,9 128,9 134,5 140,6 146,1 149,1 152,0
Avg. Invested Capital 78,9 85,2 92,5 101,5 110,3 118,1 125,4 131,7 137,5 143,3 147,6 150,5
NOPAT 7,2 7,9 8,9 10,1 10,5 16,6 11,8 12,9 13,4 13,9 14,1 14,4
ROIC 9,5% 9,7% 10,1% 10,4% 9,9% 14,6% 9,7% 10,0% 10,0% 9,9% 9,7% 9,7%
EVA 0,4 0,560 1,0 1,4 0,9 6,4 0,8 1,3 1,3 1,3 1,0 1,1
PV (EVA) 9,3
PV of EVA (terminal) 5,9
Enterprise Value 90,9
NIBD 19,1
Value of Equity 71.857    
Share Price EVA 605

Valuation DCF "Worst"
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FCF 0,89 3,02 3,26 2,99 4,43 4,12 8,63 9,25 9,32 9,38 9,45 8,95
PV (FCF) 34,6
PV (terminal) 49,5
Enterprise Value 84,1
NIBD 19
Value of Equity 65.037   
Share Price DCF 547

Valuation EVA "Worst"
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Invested Capital 75,8 82,1 86,9 92,1 98,5 103,5 108,9 110,3 111,8 113,3 114,8 116,4 118,7
Avg. Invested Capital 78,9 84,5 89,5 95,3 101,0 106,2 109,6 111,0 112,5 114,1 115,6 117,6
NOPAT 7,2 7,8 8,5 9,3 9,5 9,5 10,1 10,7 10,8 10,9 11,0 11,3
ROIC 9,5% 9,5% 9,8% 10,1% 9,7% 9,1% 9,3% 9,7% 9,7% 9,6% 9,6% 9,7%
EVA 0,4 0,437 0,7 1,1 0,7 0,2 0,3 0,8 0,8 0,7 0,7 0,8
PV (EVA) 3,8
PV of EVA (terminal) 4,6
Enterprise Value 84,2
NIBD 19,1
Value of Equity 65.070   
Share Price EVA 547
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Valuation DCF "Best"
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WACC 9%
Growth 2%
FCF 0,89 2,09 -0,36 -3,24 -7,33 -25,87 -7,32 -7,87 -10,65 -13,31 13,13 25,91
PV (FCF) -33,5
PV (terminal) 142,7
Enterprise Value 109,2
NIBD 19
Value of Equity 90.088    
Share Price DCF 758

Valuation EVA "Best"
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WACC 9%
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Invested Capital 75,8 82,1 87,9 97,2 111,0 130,3 180,9 207,1 237,8 274,7 318,2 337,0 343,8
Avg. Invested Capital 78,9 85,0 92,6 104,1 120,6 155,6 194,0 222,4 256,2 296,5 327,6 340,4
NOPAT 7,2 7,9 9,0 10,5 12,0 24,7 18,9 22,8 26,2 30,3 31,9 32,6
ROIC 9,5% 9,6% 10,2% 10,8% 10,8% 19,0% 10,5% 11,0% 11,0% 11,0% 10,0% 9,7%
EVA 0,4 0,529 1,1 1,8 2,0 13,0 2,7 4,2 4,9 5,6 3,3 2,4
PV (EVA) 20,2
PV of EVA (terminal) 13,3
Enterprise Value 109,2
NIBD 19,1
Value of Equity 90.128    
Share Price EVA 758
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Appendix 10 - Credit Rating Carlsberg 
Source: Dnb.com 
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Appendix 11 - MLC 
Source: http://courseware.finntrack.eu/strategios/marketing_management.htm 
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Appendix 12 - Porters Generic Value Chain 
Source: Porter 1980 

 



 

page 149 of 151 

Appendix 13 - Project Management Model 
Source: http://www.brighthub.com/office/project-
management/articles/81959.aspx?image=101444 
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Appendix 14 - Inflation Rate 
Source: statistikbanken.dk 2010 
 
 

 
 

Average yearly inflation rate (1900=100)
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Source: Own Creation based on data from Statistikbanken.dk
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Appendix 15 - Weights of Revenue 
Source: Porter 1980 
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Asia 15% 2,25 3 2,25 1,2
Eastern Europe 43% 1,275 2,125 2,975 2,125
Northern & Western Europe 43% 0,425 0,425 0,85 0,85
TOTAL (input to above) 4,0 5,6 6,1 4

split from 2015-2019
Asia 28% 2,24 4,48 2,8 2,8 2,24 0,56 0,56
Eastern Europe 36% 1,08 0,72 0,72 0,72 0,72 0,72 0,72
Northern & Western Europe 36% 0,72 0,72 0,72 0,72 0,72 0,72 0,72
TOTAL (input to above) 4,04 5,92 4,24 4,24 3,68 2 2


