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1. Introduction
This section provides an overview of Budweiser Brewing Company APAC Limited ("Bud-APAC") and the key aspects of its operations, business environment, and market positioning, setting the foundation for the subsequent analysis.

1.1 Company Background
Bud-APAC is a leading brewery in the Asia-Pacific region and a subsidiary of Anheuser-Busch InBev. The company boasts a portfolio of over 50 brands, including Budweiser, Stella Artois, and Corona. Its operations primarily span China, South Korea, India, and other key Asian markets (Budweiser APAC Annual Report, 2023). Listed on the Hong Kong Stock Exchange (HKEX) under stock code 01876.HK in September 2019 (HKEX, 2024), Bud-APAC has focused on expanding its footprint by capitalizing on the growing demand for premium and super-premium beer segments in the region.

1.2 Company Structure
Bud-APAC’s governance framework follows the HKEX’s Corporate Governance Code, emphasising on transparency, risk management, and accountability (Bud-APAC, 2023). The company’s Board of Directors is comprised of both executive and non-executive directors, ensuring independent oversight. Several functional committees play a pivotal role in shaping the company’s governance framework, ensuring the alignment of strategic objectives with effective risk management and regulatory compliance (HKEX, 2024). Bud-APAC's organizational structure supports its operations across diverse markets, enabling localized decision-making while adhering to overarching corporate policies.

1.3 IPO History and Market Capitalization
Bud-APAC’s initial public offering (IPO) in September 2019 raised approximately HKD39.2 billion, marking one of the largest IPOs of the year (Kung, 2019). The company initially had a market capitalization of HKD545.5 billion, underscoring investor optimism. However, fluctuating market conditions have reduced its market value to HKD112.19 billion as of September 2024 (CompaniesMarketCap, 2024). This shift highlights the volatility in the global beer market, as Bud-APAC navigates rising costs and regulatory pressures.
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1.4 Operating Business Overview
Bud-APAC is engaged in beer manufacturing and distribution, serving a wide range of consumers with products categorized into premium, core-plus, core, and value beer segments (Bud-APAC, 2023). Premium brands like Budweiser and Stella Artois are vital to the company’s growth strategy, aligning with evolving consumer preferences for higher-quality beer. Bud-APAC's major markets are China, South Korea, and India, with China generating a substantial portion of its revenue (Bud-APAC, 2023). The company has also embraced digital transformation, partnering with platforms like "BEES" and investing in direct-to-consumer sales channels (McKee, 2023).

1.5 Current Business Environment
Bud-APAC operates in a dynamic and competitive environment marked by changing consumer preferences, economic factors, and regulatory challenges. In recent years, consumers have increasingly shifted toward premium beers, driven by higher disposable incomes and a desire for healthier lifestyles (Data Bridge, 2021). The company has faced regulatory scrutiny in areas such as alcohol advertising and environmental sustainability (Olajire, 2021), prompting it to adopt greener production methods, including carbon emissions reduction and water-saving technologies (Bud-APAC, 2023). Furthermore, digital transformation has reshaped consumer goods markets, with Bud-APAC enhancing its e-commerce presence and digital marketing strategies to capture younger consumers (Thackray & Piazza, 2024).

1.6 Market Position and Competitors
Bud-APAC faces fierce competition from regional players, most notably Tsingtao Brewery in China and San Miguel Brewery in the Philippines. While Tsingtao dominates the mass-market beer segment and is expanding into the premium space (Tsingtao Brewery, 2023), Bud-APAC differentiates itself by prioritizing premium and super-premium segments. In contrast, San Miguel holds a significant position in Southeast Asia's value beer market (San Miguel Brewery, 2023). Despite the competition, Bud-APAC maintains a strong foothold in the premium market, a lucrative segment that aligns with shifting consumer preferences.
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1.7 Key Developments and Challenges
Bud-APAC has committed to achieving net-zero carbon emissions by 2040, a key development in its sustainability strategy (Bud-APAC, 2023). However, rising operational costs and evolving regulations pose ongoing challenges for the company. Moreover, competition in the premium segment continues to intensify, requiring Bud-APAC to remain innovative and cost-efficient. Additionally, the shift toward digital and e-commerce channels offers both opportunities and challenges, as the company invests in technological advancements to keep pace with consumer expectations.

1.8 Competitive Landscape
Within the Asia-Pacific premium beer market, Bud-APAC competes primarily with Tsingtao Brewery (00168.HK) and San Miguel Brewery (00236.HK), both of which are key players in the region (UBS, 2023). Tsingtao is rapidly expanding its premium segment, while San Miguel dominates the value beer market in Southeast Asia. Despite differing strategies, Bud-APAC remains competitive due to its premium focus and well-established brand portfolio. A comprehensive financial analysis, which follows in Section 2, further evaluates Bud-APAC’s performance in comparison to these competitors.





2. Financial Analysis
This section examines Bud-APAC's financial performance relative to competitors San Miguel and Tsingtao, focusing on key metrics like profitability, liquidity, efficiency, solvency, and growth potential over the past three years. A comparison of financial ratios and industry benchmarks highlights Bud-APAC’s strengths and areas for improvement.

2.1 Stock Market Prospects 
Bud-APAC’s stock performance, assessed alongside competitors, indicates shifts in investor confidence.
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a. Market Confidence
Bud-APAC shows consistent profitability but its P/E ratio declined in 2023, suggesting lower market confidence or an undervaluation. San Miguel's low P/E signals undervaluation, while Tsingtao maintains profitability with a moderate P/E.

b. Dividend Yield
Bud-APAC’s 2023 dividend yield surged, making it appealing to income investors. San Miguel’s yield grew but remains below Tsingtao’s.

c. Valuation
Bud-APAC has a high price-to-book ratio, indicating that investors are paying a premium for its assets. Tsingtao, in contrast, is closer to a balanced valuation with a strong book value, making it attractive for value-focused investors.

d. Growth Outlook
Tsingtao seems to be the most consistent performer in terms of maintaining a steady growth trajectory, whereas Bud-APAC appears to be experiencing fluctuations in market capitalization.

In summary, Tsingtao shows consistent growth, San Miguel is undervalued, and Bud-APAC faces investor confidence challenges but offers potential as a dividend stock.

2.2 Profitability
This section analyzes Bud-APAC's profitability, comparing key earnings and margin ratios with key competitors.
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a. Sales Revenue and Margins Comparison
Bud-APAC's revenue increased by 5.84% in 2023, following a 4.57% decline in 2022, yet remains below 2021 levels. Its gross margins, though above 50%, fell slightly from 53.90% in 2021, reflecting cost pressures. A solid gross margin is essential for long-term profitability (Brigham and Ehrhardt, 2021). Meanwhile, Bud-APAC’s profit margin dropped to 12.84%, in contrast to the steady profit growth of San Miguel and Tsingtao.
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b. P/E Ratio
Bud-APAC’s high P/E ratio of 26.22 suggests investor optimism, but it may signal overvaluation if earnings growth does not meet expectations (Ross et al., 2020). Tsingtao’s P/E of 15.97 and San Miguel’s 3.21 reflect more conservative valuations, especially given Tsingtao’s stronger revenue and profit growth. This disparity highlights differing market perceptions of future growth.



c. ROA and ROE
Bud-APAC’s return on assets (ROA) in 2023 was 5.46%, trailing Tsingtao’s 15.95%, indicating that Tsingtao generates profit more effectively from its assets. Similarly, Bud-APAC’s return on equity (ROE) at 8.12% is below Tsingtao's 19.31%, signaling that Tsingtao creates more value for shareholders. Strong ROE is key for shareholder returns (Berk and DeMarzo, 2020), and Bud-APAC’s weaker performance suggests inefficiencies in capital utilization.

In conclusion, while Bud-APAC maintains solid margins, its financial performance lags behind competitors, requiring a focus on operational efficiency and cost management to improve profitability.

2.3 Liquidity and Efficiency
Liquidity and efficiency ratios are essential tools for assessing a company's financial health and operational performance. Liquidity ratios measure a company's ability to meet its short-term obligations (Brigham and Houston, 2019) while Efficiency ratios evaluate how effectively a company manages its assets (Brigham and Ehrhardt, 2017). Both sets of metrics offer a comprehensive view of a company's liquidity and efficiency, aiding investors and analysts in making informed decisions.
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a. Current Ratio
Bud-APAC’s current ratio rose from 67.38% in 2021 to 91.61% in 2023, indicating improved ability to meet short-term liabilities. San Miguel’s higher current ratio of 311.11% suggests excess liquidity, potentially signalling inefficiencies, while Tsingtao’s steady 175% reflects a more balanced approach to liquidity management (Brigham & Ehrhardt, 2020).

b. Quick Ratio
Bud-APAC’s quick ratio improved to 82.06% in 2023, though it remains lower than San Miguel and Tsingtao, which suggests a stronger liquidity position. A high quick ratio indicates a company’s ability to meet short-term obligations without relying on inventories, crucial during economic uncertainty (Westerfield & Jaffe, 2016; Ross et al., 2021).

c. Cash Ratio
Bud-APAC’s cash ratio increased to 67.56% by 2023, reflecting improved cash reserves, though it still trails Tsingtao’s 113.97% and San Miguel’s 172.54%. While higher cash reserves provide a buffer against short-term liabilities, excessive reserves can indicate inefficient resource allocation (Gitman & Zutter, 2015; Damodaran, 2021).

d. Stock Credit Index
Bud-APAC’s declining index, from 4.23 to 1.88, reflects reduced liquidity buffers over time. San Miguel and Tsingtao show negative values, suggesting potential liquidity risks with liabilities exceeding current assets, even when inventories are included.

e. Accounts Payable Turnover
Bud-APAC’s accounts payable turnover of 1.29 in 2023 indicates slower payments to suppliers compared to Tsingtao’s faster 6.49. While delayed payments may enhance liquidity, they risk supplier dissatisfaction (Higgins, 2016; Damodaran, 2021).

f. Days Payable Outstanding (DPO)
Bud-APAC’s higher DPO suggests slower payments to suppliers, which can improve short-term liquidity but potentially strain vendor relationships. Tsingtao’s lower DPO indicates more efficient payment practices (Gitman & Zutter, 2021).

g. Inventory Turnover
Bud-APAC’s improved inventory turnover ratio of 7.30 in 2023 indicates better stock management, compared to Tsingtao’s slower 5.41. Higher turnover is usually linked to better operational efficiency (Brigham & Ehrhardt, 2017; Ross et al., 2021).

h. Days’ Sales in Inventory
Bud-APAC reduced its days’ sales in inventory from 53 to 50 days, suggesting faster inventory clearance, whereas Tsingtao’s increased to 67 days, signalling potential overstocking (Brigham & Ehrhardt, 2020).

i. Asset Turnover
Bud-APAC’s asset turnover of 42.54% shows improved efficiency, though it still lags behind San Miguel’s 97.14% and Tsingtao’s 68.17%, indicating that competitors use their assets more efficiently to generate sales (Westerfield & Jaffe, 2016; Ross et al., 2021).

j. Accounts Receivable Turnover
Bud-APAC’s lower accounts receivable turnover reflects slower collections compared to Tsingtao, which could impact liquidity and cash flow (Atrill & McLaney, 2021).

k. Average Collection Period
Bud-APAC’s increasing collection period signals slower customer payments, extending its cash cycle and affecting liquidity, while Tsingtao’s shorter collection period indicates better cash conversion efficiency (Petersen & Rajan, 2017).

l. Operating Period
Bud-APAC’s shorter operating period reflects faster inventory turnover and operational efficiency, though Tsingtao continues to lead in inventory management (Hillier et al., 2021). Effective inventory turnover directly supports liquidity (Gitman & Zutter, 2021). 

m. Cash Conversion Cycle
Bud-APAC’s negative CCC indicates that it receives payments from customers before paying suppliers, improving liquidity. However, this strategy should be carefully managed to avoid harming supplier relationships (Deloof, 2003; Lazaridis & Tryfonidis, 2006). In contrast, competitors with positive CCCs may need external funding to bridge their working capital needs (Deloof, 2003).

In conclusion, while Bud-APAC has made strides in improving liquidity and operational efficiency, it still lags behind competitors like Tsingtao and San Miguel in key areas. Continued focus on asset utilization and efficient cash management will be essential to maintain competitiveness.

2.4 Solvency
Solvency measures a company’s ability to meet long-term financial obligations, ensuring its assets exceed liabilities for sustained operations (Scherer & Stahl, 2021). It is a critical measure of financial health, indicating whether a company’s assets exceed its liabilities.
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a. [bookmark: _Hlk176630198]Total Liability to Total Equity Ratio
Bud-APAC’s 2023 ratio of 49.62% shows a balanced but relatively high reliance on debt compared to equity. San Miguel’s lower ratio of 20.09% reflects a more conservative financial approach, while Tsingtao’s 74.33% indicates higher leverage and risk (Hillier et al., 2020).

b. Total Liability to Total Asset Ratio
Bud-APAC’s 33.16% shows strong financial health with low debt reliance, while San Miguel’s 16.73% is even more conservative. Tsingtao’s 42.64% suggests greater debt use, signalling higher financial risk (Brealey et al., 2018).

c. Equity Ratio
Bud-APAC’s 66.84% equity ratio in 2023 highlights a strong financial structure, with equity as the main funding source. San Miguel’s 83.27% reflects an even lower risk profile, while Tsingtao’s 57.36% shows a higher reliance on debt (Megginson, Smart, & Graham, 2010).

d. Equity Multiplier
Bud-APAC’s equity multiplier of 1.49 shows moderate leverage, indicating assets are mostly funded by equity. San Miguel’s 1.21 shows minimal debt use, while Tsingtao’s 2.21 indicates higher leverage and risk (Bodie et al., 2019).

e. Interest Coverage Ratio
Bud-APAC’s ratio of 27.38 in 2023 suggests a healthy ability to cover interest payments, though Tsingtao’s 350.74 and San Miguel’s 312.07 indicate even stronger positions (Hillier et al., 2020).

f. Solvency Ratio
The solvency ratio, which compares a company’s net income plus depreciation to total liabilities, reveals its ability to meet long-term obligations. Bud-APAC’s 28.49% solvency ratio reflects moderate long-term financial health, while San Miguel’s 84.26% demonstrates superior solvency. Tsingtao’s 26.13% indicates slightly weaker solvency (Berk & DeMarzo, 2020).

This analysis underscores Bud-APAC’s moderate solvency, comparing it with the stronger financial positions of San Miguel and Tsingtao.

2.5 Bankruptcy Risk
Bankruptcy risk refers to the likelihood that a company will be unable to meet its financial obligations, potentially leading to insolvency. The Altman Z-score introduced in 1968 (Altman, 1968) is a key tool for assessing this risk, combining various financial ratios to predict a firm's financial health (Altman & Hotchkiss, 2010). A Z-score above 3 suggests a low risk of bankruptcy, making it particularly useful in industries like brewing, where financial stability can fluctuate due to capital expenditures and competition (Brown & Taylor, 2022).
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In 2023, Bud-APAC’s Z-Score of 3.76 places it in the safe zone, indicating strong financial health and low bankruptcy risk. This is supported by its high equity ratio and stable EBIT/Total Assets. San Miguel’s Z-Score of 3.35, though also in the safe zone, reflects its higher debt reliance, making it more vulnerable to market changes. Tsingtao’s Z-Score of 3.56 shows a similarly low risk, with strong retained earnings and stable working capital performance contributing to its long-term sustainability.
Overall, Bud-APAC, San Miguel, and Tsingtao all demonstrate moderate to low bankruptcy risk, supported by their operational performance and robust equity positions.
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2.6 Growth Ability
Growth ability reflects a company's capacity to expand operations, increase revenue, and improve profitability through organic growth or reinvestment of retained earnings (Helfert, 2001).
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a. Retained Earnings Ratio
Bud-APAC’s retained earnings ratio rose from 3.87 in 2021 to 5.31 in 2023, indicating an accumulation of earnings for reinvestment. San Miguel’s ratio fluctuated, peaking at 10.14 in 2021 but falling significantly by 2023. Tsingtao’s ratio remained relatively stable. Bud-APAC’s rising retained earnings suggest potential for reinvesting in growth opportunities (Atrill, 2021).

b. Payout Ratio
Bud-APAC’s payout ratio jumped from 40.67% in 2021 to 79.66% in 2023, indicating an increased focus on dividend distribution. Similarly, Tsingtao's payout ratio has grown, while San Miguel consistently maintained lower payout ratios, distributing no dividends in 2021. High payout ratios may limit a company’s ability to reinvest, hindering future growth potential (Penman, 2021).



c. Retention Ratio
Bud-APAC’s retention ratio declined sharply from 59.33% in 2021 to 20.34% in 2023, reflecting a shift toward profit distribution rather than reinvestment. Tsingtao showed a similar decline, while San Miguel maintained a higher retention ratio, signaling a stronger focus on growth (Brigham & Ehrhardt, 2021).

d. Self-Sustainable Growth Ratio
Bud-APAC’s self-sustainable growth ratio increased from 34.78% in 2021 to 43.08% in 2023, indicating improved capacity for growth without external financing. Tsingtao led with the highest self-sustainable growth, while San Miguel showed volatility but improvement. Bud-APAC’s rising ratio is promising, but its declining retention may limit future organic growth without external funding (Ross, Westerfield, & Jordan, 2021).

In summary, Bud-APAC shows growth potential, but increasing dividend payouts and lower retained earnings could restrict long-term growth unless supported by external financing. (Ross, Westerfield, & Jordan, 2021).

2.7 DuPont Analysis
The DuPont Analysis is a framework used to assess the key drivers of Return on Equity (ROE) by breaking it down into three components: profit margin, asset turnover, and equity multiplier. It offers a more detailed perspective on the financial performance of a company, helping to identify the strengths and weaknesses that contribute to overall profitability (Bodie, Kane, & Marcus, 2021). The DuPont analysis for Bud-APAC and its competitors can be found in Table 2-7 and illustrated in Graph 2-7.
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3. Corporate Governance at Bud-APAC: Assessment and Recommendations
Bud-APAC has demonstrated a strong commitment to corporate governance, as evidenced by its recognition in the 2023 Corporate Governance and Environmental, Social, and Governance (ESG) Awards by the Hong Kong Corporate Governance Excellence Awards. The company won both the Awards of Excellence in Corporate Governance and the Awards of Excellence in ESG, highlighting its dedication to transparency, accountability, and sustainable business practices (Corporate Governance & ESG Awards, 2023)

3.1 Assessment of Corporate Governance Practices
The assessment is done based on the following dimensions:

a. Compliance with HKEX Corporate Governance Code
Bud-APAC's corporate governance framework aligns with the principles set out in the Hong Kong Stock Exchange (HKEX) Corporate Governance Code (HKEX, 2023). The company's 2023 Annual Report states that it has complied with all applicable code provisions throughout the reporting period (Bud-APAC Annual Report, 2023, p. 23).

b. Board Composition and Diversity
The Board of Directors comprises seven members: one Executive Director and six Non-executive Directors, of whom three are Independent Non-executive Directors (INEDs), accounting for over one-third of the Board (Bud-APAC Annual Report, 2023, p. 27). The Board Diversity Policy emphasizes a balance of skills, experience, and diversity of perspectives (Bud-APAC Annual Report, 2023, p. 33).

c. Board Committees and Management-Level Committees
The Board delegates authority and functions to the Board Committees and other management-level committees as appropriate to effectively manage and carry out the Group’s daily business operations as shown in Figure 3-1.
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d. Internal Control System and Risk Management
Bud-APAC has established an internal control system and risk management framework overseen by the Audit and Risk Committee (Bud-APAC Annual Report, 2023, p. 25). The company conducts regular reviews of the effectiveness of its risk management and internal control systems in compliance with the HKEX Corporate Governance Code (Bud-APAC Annual Report, 2023, p. 54).

e. ESG Initiatives
The company has made significant progress towards its 2025 Sustainability Goals, with initiatives in climate action, water stewardship, circular packaging, and sustainable agriculture (Bud-APAC Annual Report, 2023, p. 19). Bud-APAC has received an 'A-' rating in Climate Change and an 'A' rating in Water Security from CDP, reflecting its commitment to environmental sustainability (Bud-APAC Annual Report, 2023, p. 19).

3.2 Comparison with Best Practices and Recommendations
While Bud-APAC has robust corporate governance practices, comparing them with best practices from industry leaders and academic insights can identify areas for further enhancement. Further details are provided in Table 3-2.
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Bud-APAC has established strong corporate governance practices, complying with HKEX guidelines and receiving industry recognition. By implementing the above recommendations, the company can further enhance its governance framework, aligning with best practices and academic insights to support sustainable growth and long-term value creation.



4. Investment Project Appraisal
This section will present a potential investment project to Bud-APAC and conduct an appraisal process to evaluate its feasibility. The investment for this project should not exceed 5% of the sales revenue for the fiscal year 2023, which amounts to USD6,856 million. Using an exchange rate of 7.8 HKD to 1 USD, the budget is estimated at approximately HKD 2,673.84 million.

4.1 Establishing a Distinct Brewery in Hong Kong with Investing in “Breer”
San Miguel’s success as the only international brand with a brewery in Hong Kong highlights the benefits of local production. Bud-APAC can strengthen its presence by establishing its own brewery, enhancing product freshness and catering to local preferences. Additionally, Bud-APAC can further differentiate itself by investing in the local craft beer startup, “Breer”. This investment aligns with sustainability efforts, as Breer repurposes surplus bread, reducing waste and appealing to eco-conscious consumers. 

Beer traditionally comprises malted barley, hops, yeast, and water (American Homebrewers Association, 2024). Breer innovatively replaces malted barley with surplus bread, provided at No COST (Nowakowski, 2024). Though Breer has not yet secured external funding, it has raised over HKD7 million through competitions without sacrificing equity (Vlight, 2024). Despite limited public financial data due to its private status, the investment in Breer aligns with Bud-APAC’s sustainability goals and offers potential for positive returns based on public interviews with its cofounder (Jacob, 2023). 

This dual approach strengthens Bud-APAC’s market position and brand image in Hong Kong.
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4.2 Breer’s Financial Performance
Founded in 2021, Breer achieved a total revenue of HK$2.5 million during its initial two years. Notably, in 2023, the company’s revenue surged to HK$1.8 million (Jacob, 2023). Based on this limited data and assuming consistent growth rates and profit margins, we can refer to the projection in Table 4-2. The table illustrates a high profit margin, implying that the investment is worthwhile for Bud-APAC to explore further.
[image: A screenshot of a financial performance report

Description automatically generated]

4.3 Bud-APAC’s Investment Scale
In determining Bud-APAC’s investment scale, the operational scale of San Miguel’s brewery in Hong Kong and Breer’s current operations provide valuable benchmarks.

San Miguel's Yuen Long facility, with a daily production capacity of 1.2 million cans (EDigest, 2018), serves as a reference for Bud-APAC if it chooses to establish its own brewery. However, Breer, a craft beer with distinctive flavours, does not require the same large-scale production as mass-produced beer. Bud-APAC could aim for an initial production target of 600,000 cans per day, about half of San Miguel’s output, allowing for flexibility while maintaining quality.

Breer currently operates on a smaller scale, producing up to 60,000 liters annually through contract breweries, using surplus bread from local restaurants and bakeries (C, 2023). Given a standard can holds 330ml, Bud-APAC’s target production scale is approximately 1,200 times that of Breer’s current output. This calculation informs the initial investment scale and allows for future expansion based on demand and market conditions.
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The investment scale of 1,200 times Breer’s current production is detailed in Table 4-3. This initial production projection is based on the assumption that Bud-APAC adopts Breer's business model of operating without its own brewery. A more detailed projection that includes the establishment of Bud-APAC’s own production facility is presented in the forthcoming Section 4.5.
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4.4 Bud-APAC’s Investment Cost
Bud-APAC’s plan to establish its own plant for the “Bread to Beer” initiative takes inspiration from San Miguel, the only international brewing company with a large-scale production brewery in Hong Kong. San Miguel’s Yuen Long plant, spanning 400,000 square feet, was built in 1996 with an investment of HKD1.3 billion for construction, machinery, and equipment (EDigest, 2018). Using this as a benchmark, Bud-APAC’s investment cost will be broken down into two main components: land acquisition and construction, including machinery and equipment.

a. Land
With an initial production scale at half of San Miguel’s plant and an anticipated annual growth rate of 5.84% over the next four years to reach maximum capacity, Bud-APAC’s new facility will require 250,000 square feet of land.
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In January 2024, the Hong Kong Special Administrative Region (HKSAR) Government announced an industrial park site in Yuen Long, with an estimated price of HKD 2,500 per square foot, totalling HKD625 million for Bud-APAC’s land acquisition (Qi, 2024).

b. Construction, Machinery and Equipment
San Miguel’s capital expenditure, adjusted for inflation (see Graph 4-4) and Bud-APAC’s investment scale, along with the anticipated growth, serve as key references for Bud-APAC’s project. The projected cost for construction, including machinery and equipment, is approximately HKD1,272.01 million, assuming the investment commences in 2025. Since Bud-APAC’s 2023 Annual Report does not specify asset allocation, San Miguel’s cost distribution from its 2023 Annual Report has been used to estimate the breakdown, detailed in Table 4-4.
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c. Total Investment Cost
The total estimated investment for Bud-APAC’s project is HKD1,897.01 million, which includes HKD625 million for land and HKD1,272.01 million for construction, machinery, and equipment. This represents about 70.95% of the total budget of HKD2,673.84 million. As the estimated cost falls within the allocated budget, the investment appraisal process can proceed.

4.5 Projected Financial Performance of the Investment in Coming 5 Years
This section will forecast the financial performance of the investment plan over the next five years. 

a. Business Model Framework
Bud-APAC’s business model will differ from Breer's, as it plans to establish its own brewery rather than relying on third-party production. Future growth will be projected based on Bud-APAC’s 2023 revenue growth rate of 5.84%, rather than Breer’s rapid first-year expansion. Since Breer is not publicly listed, it is assumed that the net profit shown in Table 4-2 represents the cofounder’s earnings. To foster collaboration, Bud-APAC will offer 5% of its revenue, nearly 100 times the cofounder’s current earnings, as a licensing fee and remuneration, inviting the cofounder to serve as Project Director.

Additionally, given the larger scale of Bud-APAC’s operations compared to Breer's, increased Marketing and Promotion expenses, projected at 17.52% of revenue, will be required to drive growth, aligning with Bud-APAC’s 2023 marketing expense ratio. To strengthen corporate social responsibility, Bud-APAC will also donate 5% of its EBIT on behalf of bread donors, as the surplus bread used in production is collected at no cost.

b. Net Profit Projections
According to Table 4-5a, the investment plan's projected net profit margins are approximately 32% over the next five years, significantly higher than Bud-APAC’s recent margins, which were below 20%. This highlights the strong potential profitability of the new business model and investment strategy.
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c. Cash Flow Estimation in the Forthcoming 5 Years
Cash flow projections indicate a positive trajectory, with increasing cash flow over the five-year period. The initial year shows negative cash flow due to upfront costs, but a recovery and growth are expected in subsequent years. This optimistic outlook suggests the investment will generate strong returns, supported by sound cash flow management and operational efficiency.
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4.6 Investment Appraisal Overview and Commentary
This investment appraisal uses several financial metrics to assess the project’s viability, including Net Present Value (NPV), Internal Rate of Return (IRR), Accounting Rate of Return (ARR), and Payback Period (PBP). NPV evaluates the project’s value by discounting future cash flows (Damodaran, 2021), while IRR measures the discount rate that brings the NPV to zero, indicating the expected return (Penman, 2021). ARR compares the average profit to the initial investment, and PBP assesses the time needed to recover the initial investment (Megginson et al., 2010).

Comments
The appraisal demonstrates strong project performance, with positive cash flow over the 12-year period. The IRR improves annually, reaching 44.87% in the final year, well above the WACC of 7.04%, indicating significant profitability. ARR also shows steady growth, reflecting increased profitability as the project matures (Gitman & Zutter, 2021). The consistently positive NPV confirms that the project generates value exceeding the cost of capital (Bodie et al., 2019). Additionally, the Payback Period of approximately 2.36 years (2 years and 5 months) suggests a swift recovery of the initial investment, further supporting the project's financial strength. Overall, these metrics indicate a highly profitable and attractive investment.
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5. Financing (Fund-Raising) Management and Working Capital Management
Bud-APAC needs to raise additional funds equivalent to 3% of its total assets, amounting to HKD 3,798.76 million, to finance a new project. As estimated in Section 4, only 50% of this amount, or HKD 1,897.01 million, will be needed as the initial cost, leaving a 50% buffer for further expansion or other investments. The company has several options to raise these funds: equity financing, debt financing, selling non-core assets, or utilizing internal cash reserves. Each option has its own set of advantages and disadvantages, particularly in terms of its impact on the company's financial ratios and overall financial health.

a. Equity Financing
Equity financing involves issuing new shares to raise capital, which strengthens the balance sheet by increasing equity and improving the equity ratio. However, it dilutes existing shareholders’ ownership and may lower earnings per share (EPS). Issuing equity can also be costly and time-consuming due to regulatory requirements. Despite these drawbacks, equity financing does not require repayment, which helps maintain cash flow and avoids interest expenses, protecting profit margins. This option is ideal for companies seeking to reduce leverage and avoid additional debt. Bud-APAC could consider equity financing if it wants to maintain a low debt burden.

b. Debt Financing
It allows Bud-APAC to raise funds without diluting ownership, as the company retains full control. Interest payments on debt are tax-deductible, lowering the overall cost of borrowing. However, taking on additional debt increases liabilities, which could negatively impact the debt-to-equity ratio and interest coverage ratio. Regular interest payments might also strain cash flow during slower revenue periods. Nonetheless, with a strong operating cash flow of HKD 24.5 billion in FY23, Bud-APAC is well-positioned to handle additional debt, provided the borrowing terms are favourable. This option leverages the company’s robust cash flow without affecting its equity structure.



c. Sale of Non-Core Assets
Selling non-core assets provides an immediate cash infusion without incurring debt or issuing equity. This method can improve operational focus by eliminating non-essential assets. However, selling assets could reduce future revenue streams if those assets contribute to income generation. The immediate benefit is an increase in liquidity and a potential boost to liquidity ratios, such as the current ratio. Careful consideration is needed to ensure that the sale of assets does not compromise long-term operational capacity.

d. Utilizing Internal Cash Reserves
It is a conservative option that avoids external costs such as interest or dividends. It also retains full control over the company’s capital structure. However, depleting cash reserves may limit the company’s ability to handle unforeseen expenses or pursue other strategic opportunities. This approach impacts liquidity ratios, like the quick ratio, but it avoids increasing liabilities or diluting equity. If Bud-APAC has sufficient cash reserves, this method could be a low-risk way to finance the project.

e. Recommended Approach
Considering these factors, the recommended strategy for Bud-APAC is to leverage a mix of internal cash reserves and a moderate level of debt financing. This approach balances the need for additional capital with the goal of maintaining financial flexibility, while also minimizing the potential adverse effects on the company's financial ratios. Bud-APAC's robust operating cash flow suggests that the company is well-positioned to service additional debt comfortably, while utilizing internal reserves helps reduce interest expenses and avoid shareholder dilution. Research by Ghosh and Jain (2021) supports the importance of maintaining an optimal mix of debt and equity to preserve financial flexibility and minimize the cost of capital. Additionally, Zhang and Liu (2022) highlight that internal financing can reduce the adverse selection costs associated with external financing, especially in volatile markets. Anderson and Reeb (2020) further emphasize the significance of liquidity preservation through effective cash management, particularly during large capital investments. This combined strategy allows Bud-APAC to fund its projects effectively while ensuring long-term financial stability. Continuous monitoring of cash flows and key financial ratios will be essential to ensure that the company remains within safe operational limits.


6. Annual Operational Quarterly Plan for Bud-APAC
Table 6-1 outlines Bud-APAC’s annual operational plan, focusing on key financial and operational priorities for the upcoming 12 months. These priorities include improving liquidity management, optimizing costs, and pursuing strategic growth initiatives. Key actions involve enhancing liquidity ratios, optimizing working capital, managing debt restructuring, and strengthening equity financing options. Additionally, the plan highlights assessing growth opportunities, with a focus on sustainability investments and digital transformation to support long-term financial stability and operational efficiency throughout 2025.
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Chart 6.1	Gantt Chart - 2025 Annual Operational Quarterly Plan for Bud-APAC
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Bud-APAC's financial position is stable, but there is a need for improvements in liquidity, profitability, and leverage. Prioritizing the optimization of working capital, effective cost control, and prudent debt management will enhance both short- and long-term financial resilience. Investing strategically in high-growth sectors and sustainability initiatives aligns with regulatory expectations and market trends (Ghosh & Jain, 2021). By addressing these key areas, Bud-APAC can maintain a competitive edge and foster sustainable growth in an increasingly competitive and challenging market environment (Zhang & Liu, 2022).



7. Conclusion and Recommendations
This section highlights the main findings and offers strategic recommendations to strengthen Bud-APAC's position in the Asia-Pacific brewery market. These insights are intended to inform future marketing strategies and drive sustainable growth.

7.1 Conclusions
Bud-APAC maintains a stable position in the Asia-Pacific beer market but must improve liquidity, cost control, and debt management to strengthen resilience. Its focus on premium segments, sustainability, and digital transformation supports future growth, but rising competition, regulatory pressures, and increased costs remain key challenges. Proactive working capital management and financial flexibility are essential for sustaining profitability.

7.2 Recommendations
Bud-APAC should pursue a balanced financing approach, combining internal cash reserves with moderate debt to maintain liquidity while minimizing leverage and shareholder dilution. Expanding in high-growth markets like China and South Korea through premium offerings and sustainability initiatives will enhance competitiveness and meet evolving consumer demands (Ghosh & Jain, 2021). Additionally, improving operational efficiency, controlling costs, and closely monitoring cash flow will ensure long-term growth and market leadership in a challenging environment (Zhang & Liu, 2022).
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Executive Summary

Budweiser Brewing Company APAC Limited (Bud-APAC) remains a significant player in
the Asia-Pacific beer market, operating across major regions like China, South Korea, and
India. The company has a diverse portfolio of over 50 brands, including premium and
super-premium segments such as Budweiser, Stella Artois, and Corona. Despite its strong
market presence, Bud-APAC has encountered challenges, including fluctuating market
conditions, rising costs, and increasing competition from key competitors like Tsingtao

Brewery and San Miguel.

Bud-APAC's financial analysis reveals steady revenue growth in 2023, recovering from a
slight decline in 2022. The company's profitability, as indicated by gross margins above
50%, remains robust, but profitability ratios like Return on Equity and Return on Assets Jag
behind competitors. Liquidity ratios indicate an improved ability to meet short-term
obligations, although Bud-APAC continues to trail behind San Miguel and Tsingtao in
terms of operational efficiency. Solvency ratios reflect moderate reliance on debt, with a

Total Liability to Total Equity ratio of 49.62%, showing a balanced financial structure.

The company's strategic initiatives include the expansion into high-growth markets,
premium product offerings, and sustainability efforts, such as reducing carbon emissions
and improving water security. Notably, Bud-APAC plans to establish a distinct brewery in
Hong Kong and invest in the local craft beer startup "Breer," aligning with its sustainability
goals. This investment will leverage Breer's innovative approach of repurposing surplus

bread in the brewing process, which appeals to eco-conscious consumers.

A thorough investment appraisal indicates that the new project is financially viable, with
projections showing a positive Net Present Value, an Internal Rate of Return of 44.87%,
and a Payback Period of 2.36 years. The company’s strong cash flow position supports
these projections, reinforcing the project's profitability and long-term financial health._To
fund the project, Bud-APAC needs to raise additional capital. The recommended strategy
involves a balanced approach, utilizing both internal cash reserves and moderate debt
financing. This will minimize shareholder dilution while maintaining financial flexibility.
Furthermore, the company must focus on enhancing liquidity, optimizing working capital,
and managing debt effectively to maintain a competitive edge and sustain future growth.
Strategic investments in digital transformation and premium segments will further bolster

Bud-APAC’s market position in the Asia-Pacific brewery industry.
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Graph 1-3 Market Capitalization of Bud-APAC APAC

Market capitalization of Budweiser APAC (1876.HK)
Market cap: HK$112.19 Billion

As of September 2024 Budweiser APAC has a market cap of HK$112.19 Billion. This makes Budweiser APAC the world's 1257th most valuable company by market cap
according to our data. The market capitalzation, commonly called market cap, s the total market value of a publily traded company's outstanding shares and is
commonly used to measure how much a company is worth.

Market cap history of Budweiser APAC from 2019 to 2024
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Table 1-6 Comparison of Key Operational and Market Characteristics

Budweiser Brewing Company

San Migual Brewery

Tsingtao Brewery Co, LTD

APAC Limited Hong Kong LTD

Stock Code 01876.HK 00236.HK 00168.HK
Mother ) ) )

Company Anheuser-Busch InBev SA/NV San Miguel Corporation Tsingtao Brewery Group

2 Headquarter

Major

Market Area

Leuven, Belgium

Primarily focused on the Asia-Pacific
region, with significant operations in
countries such as China, India, and
Southeast Asia.

Mandaluyong, Philippines

Predominantly serves the Hong Kong
‘market, with exports to various
countries across Asia.

Qingdao, China

Strong presence in the Chinese market,
with an expanding international
footprint in North America, Europe,
and other regions.

4 Operations

Manages over 50 brands,
operates 47 breweries
and oversees 51 distribution centres

Operates over 50 breweries
and bottling plants,
both domestically and internationally

Operates more than 60 breweries in
China and exports to over 100 countries

worldwide

1.

Sources:
Items 1 to 4: Corresponding company’s website

Budweiser Brewing Company APAC Limited (2024)
San Migual Brewery Hong Kong LTD (2024)

Tsingtao Brewery Co, LTD (2024)

Compiled by 4uthor]
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Table 2-1 Stock Market & Dividend Performance of Bud-APAC, San Miguel
and Tsingtao
Budweiser APAC San Miguel Tsingtao

Stock Code 01876.HK 00236.HK 00168.HK

1 FY End Date | 31-Dec-21 | 31-Dec-22 | 31-Dec-23 | 31-Dec-21 | 31-Dec-22 | 31-Dec-23 | 31-Dec-21 | 31-Dec-22 | 31-Dec-23

, Original USD USD USD HKD HKD HKD RMB RMB RMB
Currency
Exchange

5 Rute o ftkn | 780 7.80 7.80 - - - 1.0995 11318 1.2257

4 g:)":}:;‘)”l““ss 7,651,800 | 7.402,200 | 6,864,000 | 22,108 33,135 89,580 | 3,580,240 | 4,306,184 | 5.329,587

5 Outstanding | 5 )13 600 | 13243.000 | 13,243,397 | 373,570 | 373570 | 373,570 | 1364355 | 1364233 | 1,364,197
Shares ('000)

6 Share Value | 20.67 23.56 1420 1.03 071 0.77 67.71 72.66 50.12
Market

7 Capitalization|273,732,810|311,952,108|188,003,264| 384,777 | 265235 | 287,649 |92,376,370 | 99,121,062 | 68,368,086
(000

s g;‘:::“gs Pl 05780 05070 05413 0.0592 0.0887 02398 23300 2.7400 3.1390

9 P/E Ratio 35.76 46.46 26.22 17.40 8.00 321 23.75 23.54 14.56

10];;:;‘11"“" PEr| 023556 | 020484 | 041262 0 0.01 0.05 2.8506 3.0865 3.441
Dividend

U yiad (99) 1.14% 1.25% 291% 0.00% 1.41% 6.49% 421% 4.25% 6.87%
Book

12 Share 224 255 276 0.68 116 1.38 16.01 16.61 1756
Price to Book | ¢ 55 9.13 5.1 1.43 057 056 4.17 432 285
Value

Sources:

1. Ttems1,2,4and5:

2.  Budweiser Brewing Company APAC Limited Annual Report (2021-2023)

3. San Migual Brewery Hong Kong LTD Annual Report (2021-2023)

4. Tsingtao Brewery Co, LTD Annual Report (2021-2023).

5. Item 3: Investing.com, 2024, for the final value recorded on the last trading day of the respective fiscal year.

6. Item 6: AASTOCKS, 2024

7. Items 7 to 11: Calculated based on items 1 to 6.

8.  Items 12 and 13: roic.ai.
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Table 2-2  Financial Performance Comparison of Bud-APAC, San Miguel and Tsingtao

Budweiser APAC San Miguel Tsingtao
Stock Code 01876.HK 00236.HK 00168.HK
1 FY End Date | 31-Dec-21 | 31-Dec-22 | 31-Dec-23 | 31-Dec-21 | 31-Dec-22 | 31-Dec-23 | 31-Dec-21 | 31-Dec-22 | 31-Dec-23
, Original USD USD USD HKD HKD HKD RMB RMB RMB
Currency
Exchange
3 Rute totkD | 780 7.80 7.80 - - - 1.0995 11318 1.2257
4 ?;“}';;‘“" 52,946,400 | 50,528,400 | 53,476,800 | 595616 | 681,163 | 741,619 |33,168,403 | 36,411,778 | 41,595,996
Revenue
5 Growth vs 2147% | -4.57% 5.84% 7.19% 1436% | 8.88% 19.48% 9.78% 14.24%
Previous Year
6 :,;l;"‘}’;;l’“'ﬁ‘ 28,524,600 | 25,272,000 | 26,933,400 | 243,044 | 247,078 | 285439 | 12,177,704 | 13,415,939 | 16,080,734
7 GrossMargin| 53.90% | 50.00% | 50.40% | 40.81% | 3627% | 38.49% | 36.71% | 36.85% | 38.66%
8 EBIT ('000) | 11,130,600 | 9,835,800 | 10,678,200 | 23,552 36,073 66,784 | 4,949,576 | 5,676,406 | 7,063,510
o ?;}IDT)DA 16,684,200 | 15,069.600 | 15,779,400 | 46644 | 58887 | 91030 | 6.169.728 | 6.903.115 | 8.461.298
Depreciation,
Amortization,| 5 553 55 | 5233800 | 5101200 | 23,002 22,814 24246 | 1220,152 | 1,226,709 | 1,397,788
Impairment
(000)
Profit for the
11 7,651,800 | 7,402,200 | 6,864,000 | 22,108 33,135 80,580 | 3,580,240 | 4,306,184 | 5,329,587
Year ('000)
12 Profit Margin| 14.45% | 14.65% | 12.84% | 3.71% 4.86% 12.08% | 10.79% | 11.83% | 12.81%
13 g;‘:::“gs PEr | 05780 0.5070 05413 0.0592 0.0887 02398 23300 2.7400 3.1390
14 P/E Ratio 35.76 46.46 26.22 17.40 8.00 321 29.06 26.52 15.97
15 E::‘t"“ on 5.98% 5.82% 5.46% 3.10% 4.60% 11.10% | 1442% | 1520% | 15.95%
16 IE{;L‘::;‘ on 8.99% 8.66% 8.12% 3.90% 5.60% 1330% | 28.60% | 1626% | 19.31%
Sources:

1. TItems 1 to 13 (except 3): Budweiser Brewing Company APAC Limited Annual Report (2021-2023), San Migual Brewery Hong
Kong Ltd. Annual Report (2021-2023), Tsingtao Brewery Co, LTD Annual Report (2021-2023).

2. Item 3: Investing.com, 2024, for the final value recorded on the last trading day of the respective fiscal year.
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Graph 2-2a
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Graph 2-2b Annual Revenue Growth of Bud-APAC, San Miguel and Tsingtao

Revenue Growth Rate vs. Previous Year
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Table 2-3

San Miguel, and Tsingtao

Liquidity and Efficiency Ratio Comparison of Bud-APAC,

Budweiser APAC San Miguel Tsingtao
Stock Code # 01876 HK 00236.HK 00168 HK
| FYEnd Date 31-Dec-21 | 31-Dec-22 | 31-Dec-23 [31-Dec-21|31-Dec-22 [31-Dec-23| 31-Dec-21 | 31-Dec-22 | 31-Dec-23
2 Original Currency UsD UsD UsD HKD | HKD | HKD | RMB RMB RMB
Exchange Rate fo
B HKD 7.80 7.80 7.80 = = = 10995 | 11318 | 12257
Financial Data  (HKD 000)
4 Current Assets a | 24,655.800 | 28,126,800 | 33,220,200 | 257,386 | 267,567 | 324,523 | 31,840,002 | 36,220,411 | 36,295,337
5 Current Liabilities| b | 36,589,800 | 34,437,000 | 36,262,200 | 144,927 | 114,030 | 104,312 | 20,075,379 |22,264,530 | 20,736,981
6 Inventories c | 3.680.400 | 3,806400 | 3.463200 | 69,374 | 89,643 | 88,579 | 3,840,551 | 4,699,445 | 4,338,768
; Average d | 3,537,300 | 3,747,900 | 3,634,800 | 63,042 | 79509 | 89111 | 3724024 | 4326410 | 4,714,052
Tnventories
g Cashand Cash e | 15,654,600 | 19,172,400 | 24,499,800 | 101,807 | 114,006 | 179,979 | 16,050,051 |20,208,212 | 23,634,076
Equivalents L 5 2 : . i 050, 208, 1634,
9 Cost of Goods Sold| f | 24,421,800 | 25,256,400 | 26,543,400 | 352,572 | 434,085 | 456,180 | 20,990,698 | 22,995,839 | 25,515,262
10 ;‘;f;:f: Accounts | o | 51 134,100 | 21,032,700 | 20,541,300 | 84086 | 89193 | 89,507 | 3130473 | 3730210 | 3.932.411
11 Revenue h | 52,946,400 | 50,528,400 | 53,476,800 | 595,616 | 681,163 | 741,619 |33,168,403 | 36,411,778 | 41,595,996
12 :\s::‘asge Total i |127,974,600(127,221,900| 125,697,000 | 732,412 | 720212 | 763,450 |48,420,435 | 54,821,395 | 61,020,072
Liquidity
13 Current Ratio ab | 6738% | 81.68% | 9161% |177.60% | 234.65% | 311.11% | 158.60% | 162.68% | 175.03%
14 Quick Ratio (a'bc) 5730% | 7062% | 8206% |129.73% | 156.03% | 226.19% | 139.47% | 141.57% | 154.10%
15 Cash Ratio eb | 4278% | 5567% | 67.56% | 70.25% | 99.98% |172.54% | 79.95% | 90.76% | 113.97%
16 Stock Credit Inde| [:)'](i' 423 266 188 062 | ©71) | (149) | (206 .97 (259
17 Accounts Payable | 116 120 129 419 487 5.09 6.71 6.16 6.49
Turnover (Times) | “€
Days Payable _
18 Outstanding ” 316 304 282 87 75 7 54 59 56
y 365/K]
(@ays)
Efficiency
Taventory m=
19 Tormoves times) | fa | 6% 674 7.30 5.59 5.46 5.12 5.64 5.32 5.41
o Days’ Sales in 53 54 50 65 67 7 65 69 67
Tnventory (days)
21 Asset Turnover | hfi | 4137% | 39.72% | 4254% | 8132% | 94.58% | 97.14% | 68.50% | 6642% | 68.17%
Account o
[22 Receivable |24 1156 1172 1401 | 1595 | 17.09 | 24694 | 26335 | 30853
Turnover (times) |
Average Collection| p= | 59 4y 3158 3114 2605 | 2289 | 2136 148 139 118
Period (days) __[365/0
[24 Operating Period l‘fp 82 86 81 91 % 93 66 70 69
lp5 Cash Conversion | | 234 218 201 4 15 21 12 11 12
Cycle
[Sources
1. Items 1 o 13 (except 3): Budweiser Brewing Company APAC Limited Annual Report (2021-2023), San Migual Brewery Hong Kong Ltd
Annual Report (2021-2023), Tsingtao Brewery Co, LTD Annual Report (2021-2023).
2. Item 3: Investing.com, 2024, for the final value recorded on the last trading day of the respective fiscal year
3. Items 13 to 25: Calculated based on items 1 to 12
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Table 2-4 Solvency Ratio Comparison of Bud-APAC, San Miguel, and Tsingtao
Budweiser APAC San Miguel Tsingtao
Stock Code # 01876.HK 00236.HK 00168.HK
1 FY End Date 31-Dec-21 | 31-Dec-22 | 31-Dec-23 | 31-Dec-21 | 31-Dec-22 | 31-Dec-23 | 31-Dec-21 | 31-Dec-22 | 31-Dec-23
p Original USD USD USD HKD HKD HKD RMB RMB RMB
Currency
Exchange Rate to
3 HKD 7.80 7.80 7.80 - - - 1.0995 11318 1.2257
Financial Data  (HKD 000)
4 Total Liabilities | a |43,227,600|40,271,400 |41,995200| 149,978 | 129,625 | 135084 |25034,860 27,207,779 | 25,741,249
5 Total Equity b | 86,447,400 | 84,497,400 | 84,630,000 | 476,736 | 589,719 | 672472 |26,161,164 29,735,003 | 34,631,844
6 Total Asset ¢ [129,675,000/124,768,800(126,625,200| 721,080 | 719,344 | 807,556 |51,196,023 | 56,942,782 | 60,373,093
7 a‘:l:‘f" Total d | 85,121,400 | 85,472,400 | 84,563,700 | 470,533 | 533228 | 631,006 | 12,517,430 26,489,044 | 27,603,163
3 2::::"5" Total e [127,974,600/127,221,900(125,697,000| 732.412 | 720212 | 763450 |48,420,435 54,821,395 | 61,020,072
9 EBIT £ | 11,130,600 | 9,835,800 | 10,678,200 | 23,552 36073 | 66,784 | 4,949,576 | 5,676,406 | 7,063,510
10 Interest g | 351,000 | 304200 | 390,000 | 1438 960 214 24,943 10455 | 20,139
11 Profit/ Loss h | 7,651,800 | 7,402,200 | 6,864,000 | 22,108 | 33,135 | 89,580 | 3,580,240 | 4,306,184 | 5,329,587
Depreciationand | ;| 5 553 600 | 533,800 | 5,101,200 | 23,092 22814 | 24246 | 1220,152 | 1,226,709 | 1,397,788
Amortization
Solvency
Total Liability to
13 Total Equity ab | 50.00% | 47.66% | 49.62% | 31.46% | 21.98% | 20.09% | 95.69% | 91.50% | 74.33%
Ratio
14 Total Liabilities || 33340, | 392805 | 33.16% | 20.80% | 18.02% | 1673% | 48.90% | 47.78% | 42.64%
to Total Assets
15 Equity Ratio bic | 66.66% | 67.72% | 66.84% | 66.11% | 81.98% | 83.27% | 51.10% | 52.22% | 57.36%
Equity Multiplier| 1.50 1.49 1.49 1.56 135 121 3.87 207 221
(Times)
17 Interest Coverage) o | 3, 7 3233 2738 1638 37.58 312.07 198.44 | 54292 350.74
Ratio (Times)
18 Solvency Ratio “‘:" 30.55% | 31.38% | 28.49% | 30.14% | 43.16% | 8426% | 19.17% | 2034% | 26.13%
Sources:
1. Items 1 to 12 (except 3): Budweiser Brewing Company APAC Limited Annual Report (2021-2023), San Migual Brewery Hong Kong Ltd.
Annual Report (2021-2023), Tsingtao Brewery Co, LTD Annual Report (2021-2023).
2. Item 3: Investing.com, 2024, for the final value recorded on the last trading day of the respective fiscal year.
3. Items 13 to 18: Calculated based on items 1 to 12.
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Table 2-5 Altman Z-Score Comparison of Bud-APAC, San Miguel, and Tsingtao

Budweiser APAC San Miguel Tsingtao
Stock Code # 01876.HK 00236.HK 00168.HK
| FYEnd Date 31-Dec-21 | 31-Dec-22 | 31-Dec-23 | 31-Dec-21 | 31-Dec-22 | 31-Dec-23 | 31-Dec-21 | 31-Dec-22 | 31-Dec-23
g;:_g‘_'::c'y USD USD USD HKD HKD HKD RMB RMB RMB
3 f;g;’"g“m'““ 7.80 7.80 7.80 = 1.0995 L1318 | 12257

4 Total Asset a  |129,675,000124,768,800/126,625,200 721,080 | 719,344 | 807,556 |51,196,023 | 56,942,782 60,373,093

5 Total Liabilities | b 43,227,600 | 40,271,400 41,995,200 149,978 | 129,625 | 135084 |25,034,860 |27,207,77925,741,249

6 Current Assets ¢ | 24,655,800 28,126,800 | 33,220,200 | 257,386 | 267.567 | 324,523 31,840,002 | 36,220,411 36,295,337

d |36,580,800 | 34,437,000 | 36,262,200 | 144,927 | 114,030 | 104,312 |20,075379 | 22,264,530 20,736,981

8 Working Capital |e=c-d|-11,934,000| -6,310,200 | -3,042,000 | 112,459 | 153,537 | 220211 |11,764,623 | 13,955,880 15,558,357

}:{:‘r:l:.:: £ |29,601,000 | 33,711,600( 36,433,800 | 224212 | 223,730 | 318,628 |17,942.241 20,970,433 | 24,923,464
10 EBIT g | 11,130,600| 9,835,800 | 10,678,200 | 23,552 36,073 66,784 | 4,949,576 | 5,676,406 | 7,063,510

z{;:il:;'v"'“"' oF | 1 [273.732,810[311,952,108]185,003,264| 384,777 | 265235 | 287,649 |92,376,370 | 99,121,062 68,368,086
12 Revenue i [52946.400| 50,528,400 | 53,476,800 | 595,616 | 681,163 | 741,619 |33,168.403 | 36,411,778 | 41,595,996
13 12x c/a | -0.0920 | -0.0506 | -0.0240 | 0.1560 02134 02727 02298 02451 02577
14 14x fa | 02283 02702 02877 0.3109 03110 03946 03505 03683 04128
15 33x g/a | 0.0858 0.0788 0.0843 0.0327 0.0501 0.0827 0.0967 0.0997 0.1170
16 0.6x Wb | 63324 77462 | 44768 | 25656 | 2.0462 | 2.1204 3.6899 3.6431 2.6560
17 0.999 x i/a | 0.4083 0.4050 04223 0.8260 0.9469 09183 0.6479 0.6394 0.6890
18 Altman Z-Score 4.70 5.63 3.76 3.09 3.03 335 3.95 3.96 3.56
Sources:

1. Items I to 12 (except 3): Budweiser Brewing Company APAC Limited Annual Report (2021-2023), San Migual Brewery Hong Kong Ltd.
Annual Report (2021-2023), Tsingtao Brewery Co, LTD Annual Report (2021-2023).

2. Item 3: Investing.com, 2024, for the final value recorded on the last trading day of the respective fiscal year.
Items 13 to 18: Calculated based on items 1 to 12.
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Graph 2-5
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Table 2-6 Growth Ability Comparison of Bud-APAC, San Miguel, and Tsingtao

Budweiser APAC San Miguel Tsingtao
Stock Code # 01876.HK 00236.HK 00168.HK

| FYEnd Date 31-Dec-21 | 31-Dec-22 | 31-Dec-23 | 31-Dec-21 | 31-Dec-22 | 31-Dec-23 | 31-Dec-21 | 31-Dec-22 | 31-Dec-23
Original USD USD USD HKD HKD HKD RMB RMB RMB
Currency
Exchange Rate to

3 ExD 7.80 7.80 7.80 = = = 10995 | L1318 | 12257

4 Net Profit a |76,515,000 | 74,022,000( 68,640,000 | 221,080 | 331,350 | 895,800 |35,802,401 43,061,838 | 53,205,874
IE‘:::‘:;‘: b [296,010,000337,116,0001364,338,000| 2,242,120 | 2,237,300 | 3,186,280 [179.422,410/200,704,328|249,234,638|

6 Dividends c/a | 31,122,000( 39,078,000 | 54,678,000 0 37360 | 186,790 |12,212,752 17,841,900 | 31,062,572

7 g"f:i“g”‘"“l d |851.214,000{854,724,000(845.,637.000| 4,705,330 | 5.332.275 | 6,310,955 |125,174.209|264,890.436/276.031,632|
Retained

S EarningsRatio | ab | 3.87 455 531 10.14 6.75 3.56 s.01 487 468
(vield)

9 Payout Ratio cla | 40.67% | 5279% | 79.66% | 0.00% | 1128% | 20.85% | 34.11% | 41.43% | 58.28%

10 Retention Ratio ("“:V 50.33% | 4721% | 20.34% | 100.00% | $8.72% | 79.15% | 65.80% | 58.57% | 4172%
Self_Sustainable

11 Growth Ratio | b/d | 3478% | 30.44% | 43.08% | 47.65% | 41.96% | 50.49% | 143.34% | 79.17% | 90.29%
(%)

Sources:

1. Items I to 7 (except 3): Budweiser Brewing Company APAC Limited Annual Report (2021-2023), San Migual Brewery Hong Kong Ltd.
Annual Report (2021-2023), Tsingtao Brewery Co, LTD Annual Report (2021-2023).

2. Item 3: Investing.com, 2024, for the final value recorded on the last trading day of the respective fiscal year.
Items 8 to 11: Calculated based on items 1 to 7.
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Table 2-7 DuPont Analysis of Bud-APAC, San Miguel, and Tsingtao

Budweiser APAC San Miguel Tsingtao

Stock Code 01876.HK 00236.HK 00168.HK
1 FY End Date 31-Dec-21 | 31-Dec-22 | 31-Dec-23 | 31-Dec-21 | 31-Dec-22 | 31-Dec-23 | 31-Dec-21 | 31-Dec-22 | 31-Dec-23
2 Original Currency UsD UsD UsD HKD HKD HKD RMB RMB RMB
3 g’é‘;"“g" Rate to 7.80 7.80 7.80 = = = 10995 | L1318 | 12257

Financial Data (HKD <000)

4 Net Profit 7,651,800 | 7,402,200 | 6,864,000 22,108 33,135 89,580 3,580,240 | 4,306,184 | 5,329,587
5  Total Equity 86.447.400 | 84.497.400 | 84.630,000| 476,736 | 589,719 | 672,472 |26.161,164 29,735,003 | 34.631,844
6  Revenue 52,946,400 | 50,528,400 | 53.476,800| 595,616 681,163 741,619 |33.168,403 | 36,411,778 | 41,595,996
7  Profit Margin 14.45% 14.65% 12.84% 3.71% 4.86% 12.08% 10.79% 11.83% 12.81%
8  Asset Turnover 41.37% 39.72% 42.54% 81.32% 94.58% 97.14% 68.50% 66.42% 68.17%
9  Equity Multiplier 150 149 149 156 135 121 3.87 2.07 221
10 ROE (DuPont) 8.99% 8.66% 8.12% 3.90% 5.60% 13.30% 28.60% 16.26% 19.31%

Sources:

1. TItems 1 to 2: Budweiser Brewing Company APAC Limited Annual Report (2021-2023), San Migual Brewery Hong Kong Ltd. Annual
Report (2021-2023), Tsingtao Brewery Co, LTD Annual Report (2021-2023).
2. Item 3: Investing.com, 2024, for the final value recorded on the last trading day of the respective fiscal year.
Ttems 4 to 10: Table 2-1 to Table 2-6
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Graph 2-7

DuPont Relationship

Return on Equity
It combines these elements, with Tsingtao showing the highest ROE at 15.38%, followed by San Miguel at
13.33%, and Bud-APAC at 8.12%. Tsingtao's higher ROE is driven by its efficient asset utilization and greater
leverage, while Bud-APAC’s lower ROE is largely a result of its lower asset turnover and moderate leverage.

Profit Margin

It measures how much profit a
company generates for every
dollar of revenue, showing the
effectiveness of cost management.
Bud-APAC exhibits a profit
margin of 12.84%, which is
closely aligned with that of
Tsingtao’s and San Miguel’s. This
indicates that all three companies

ilar levels of
profitability from their operations,
although Bud-APAC's overall
margin is slightly higher.

X

II

Asset Turnover
It evaluates how efficiently a
company uses its assets to
generate revenue. A higher ratio
reflects more effective asset
utilization. San Miguel, with an
asset turnover of 0.92,
demonstrates better efficiency
compared to Bud-APAC and
Tsingtao. The lower asset turnover
for Bud-APAC implies that it is
generating less revenue per unit of
asset investment, potentially
reflecting underutilization of its
asset base (Brigham & Houston,
2020).

X

It assesses financial leverage by
indicating how much of the
company’s assets are financed by
equity. A higher multiplier implies
higher financial leverage, which
can increase returns but also risk.
Tsingtao has the highest equity
multiplier, indicating that it is
relying more on debt financing
compared to Bud-APAC and San
Miguel. Higher leverage increases
the potential return to shareholders
but also raises financial risk
(Damodaran, 2012).
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Figure 3-1 Board Committees and Management-Level Committees

Board of Directors

}

[Executive Committee

Management Committees

Risk C lity C Ethics & Cc ¢

Source: Budweiser Brewing Company APAC Limited Annual Report, 2023, p. 26
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Figure 3-2

Comparison of Current Practices with Best Practices and Recommendations

for ESG and Corporate Governance at Bud-APAC

Current Practice

Best Practice and Recommendation

a. Establi of a Dedic

ESG Commil

Bud-APAC integrates ESG
considerations into its operations and
has a Sustainability Report outlining its
initiatives (Bud-APAC Annual Report,
2023, p. 19). However, there is no
‘mention of a dedicated ESG Commitiee
at the Board level

Establishing a dedicated ESG Committee at the
Board level can provide focused oversight of
sustainability initiatives and ensure alignment with
long-term strategic goals. Companies like CLP
Holdings have established such committees to
oversee ESG matters (CLP Holdings Annual Repor,
2023). Academic research supports that dedicated
ESG govemance structures enhance corporate
sustainability performance (Eecles et al., 2014).

b._Integration of ESG Metrics into Executive Compensation

The Remuneration Committee reviews
exccutive remuneration, but the Annual
Report does not specify the inclusion of
ESG performance metrics in
determining compensation (Bud-APAC
Annual Report, 2023, p. 58).

Linking exccutive remuneration to ESG performance
can incentivize management to achieve sustainability
objectives. HSBC, for example, incorporates ESG
targets into exccutive compensation packages (HSBC
Annual Report, 2023). This practice is associated
with improved sustainability outcomes (Flammer et
al, 2019)

c._Enhancement of Board Diversity

The Board has three female Directors
out of seven, representing 42.9% of the
Board (Bud-APAC Anmual Report,
2023, p. 33). The company aims to
‘maintain at least the current level of
female representation

While gender diversity is commendable, enhancing
diversity in terms of ethnicity, age, and professional
background can further strengthen the Board. Setting
formal diversity targets can help achieve this goal.
Diverse boards are linked to better decision-making
and corporate performance (Adams & Ferreira,
2009).

d._Strengthening Cybersecurity Governance

Bud-APAC discusses risk management,
‘but does not provide detailed
information on cybersecurity
‘governance in the Annual Report (Bud-
APAC Annual Report, 2023, p. 16)

Given the increasing importance of cybersecurity,
establishing a formal cybersecurity strategy and
oversight at the Board level is advisable. This could
involve appointing a Chief Information Security
Officer (CISO) and incorporating cybersecurity risk
assessments into regular Board mectings. Effective
cybersecurity governance is critical for protecting
company assets and stakeholder interests (Anderson
& Moore, 2007).

e.Formalization of St: E

Pre

Bud-APAC engages with stakeholders
through various initiatives but does not
provide a detailed stakeholder
engagement framework in the Annual
Report (Bud-APAC Annual Report,
2023).

Developing a formal stakeholder engagement policy
and reporting on stakeholder engagement activities
can enhance transparency and trust. This aligns with
the HKEX ESG Reporting Guide, which encourages
disclosure of stakeholder engagement processes
(HKEX, 2023). Effective stakeholder engagement is
associated with improved corporate reputation and
risk management (Freeman et al., 2010).
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Table 4-1 Beer Major Ingredients:

Ordinary Beer > a. Malted Barly b. Hops c. Yeast d. Water
. Left Bread
Brand "Breer” > Bl b. Hops c. Yeast d. Water
a—Malted-Barly
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Table 4-2 Breer’s Financial Performance

Revenue 1,095,500 1,404,500 1,800,000
Revenue Growth Rate - 28.2% 28.2%
Expenses (365,167) (468,167) (600,000)
Profit before Tax 730,333 936,333 1,200,000
Profit Margin 66.7% 66.7% 66.7%
HK Profit Tax - 8.25% (60,253) (77,248) (99,000)
Net Profit 670,081 859,086 1,101,000
Net Profit Margin 61.2% 61.2% 61.2%
Remarks

1. Total revenue in 2021 and 2022 combined was HKD 2.5 million (Jacob, 2023).

2. Revenue in 2023 was HKD 1.8 million, while gross profit was HKD 1.2 million (Jacob, 2023).

3. All figures highlighted in green are calculated or projected based on assumptions.

4. HK Tax Rate of Profit Tax for Corporation: 8.25% on assessable profits up to HKD 2 million (Inland
Revenue Department, HKSAR, 2024)

Assumptions
1. We assume the same revenue growth rate in 2022 and 2023.
2. The net profit margin remains consistent across all three years.
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Bud-APAC’s Target Annual Productivity

600,000 cans per day x 330ml per day x 365 days per year

60,000 liters per year x 1,000 ml per liter

1,204.5 times
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Table 4-3 Initial Production Scale Projection of Bud-APAC’s Investment

Beer Production Volume
Bread Collected (tons per year) 16.2 (C, 2023), Remarks 1 19,440
Volume (litres per year) 60,000 (C,2023) 72,000,000
Volume (ml per year, 1 litres = 1,000 ml) 60,000,000 72,000,000,000
No. of Cans per year (standard size: 330ml per can) 181,818 218,181,818
No. of Cans per day 498 597,758
Net Profit Projection
HKD HKD
Revenue 1,800,000 2,160,000,000
Cost of Goods Sold 0 Assumption 1 0
(directly under Breer)
Gross Profit 1,800,000 2,160,000,000
Gross Margin 100% 100%
Other expense (600,000)
(including COGS borne by outsourced breweries) (720,000,000)
EBITDA 1,200,000 1,440,000,000
EBITDA Margin 66.67% 66.67%
Depreciation, Amortization and Impairment 0 Assumption 2 0
EBIT 1,200,000 1,440,000,000
HK Profit Tax - 8.25% / 16.5% (99,000) Remarks 2, 3 (237,600,000)
Net Profit 1,101,000 1,202.,400,000
Net Profit Margin 61.2% 55.7%
Remarks
1. HK generates 3,600 tonnes of food waste daily, i.e. 1,314,000 tonnes per year, with 47% of discarded store
food comprising leftover bread (ReThink, 2023). Therefore, the volume of leftover bread absolutely can meet
Bud-APAC's collection requirements.
2. HK Tax Rate of Profit Tax for Corporation: 8.25% on assessable profits up to HKD 2 million (Inland Revenue
Department, HKSAR, 2024).
3. HK Tax Rate of Profit Tax for Corporation: 16.5% for standard profit tax rate (Inland Revenue Department,
HKSAR, 2024).
4. All figures highlighted in green are calculated or projected based on assumptions.
Assumptions
1. Breer does not operate its own brewery, with beer production outsourced to local breweries; therefore, the
Cost of Goods Sold is assumed to be zero.
Due to Breer outsourcing its beer production to local breweries and lacking its own brewery, Depreciation,
Amortization, and Impairment are regarded as zero.
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Site Area Required = 400,000 square feet x 50% x (1 + 5.84%)*
= 400,000 square feet x 62.5%
= 250,000 square feet
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Graph 4-4 Hong Kong Inflation Rate

Hong Kong Inflation Rate - 1996 to 2023 (Actual) & 2024 to 2025 (Forecast)

7004

s00%
200
3004
200%
100%

o00%

2008
3004
a00%
5006

1199619671596 1999 20002001 2002220032004 200520062007 20082009 2010201120122013201420152016.201720182015202020212022202320242025
e nfation Rate 628 578,291 40 -36 -16 -29 26 02 083 200 204/430 056 229531 405 434 442 299 241 149 241 286 025 157 188 2.10 230 225

Sources of Inflation Rates:
1. Actual Rates of 1996 to 2023 (World Bank Group, 2024)
2. Estimated Rates of 2024 to 2025 (Statista, 2024) Compiled by Author
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Formula for Adjusting Investment Costs for Inflation (62.5% Scale)

To calculate the inflation-adjusted investment cost for any given year, focusing on 62.5% of the

original scale, you can follow these steps:
1. Initial Investment: Begin with the base year's investment cost (Cp), which is HKD 1.3 billion.

2. Cumulative Inflation Adjustment: Adjust this cost by multiplying it by the cumulative product of

inflation rates (r;) for each subsequent year.

The formula for the inflation-adjusted cost in any given year @ is:
i
C; =Cy x H(l -|-1"]‘)
j=1

Where C; represents the inflation-adjusted investment cost in year 4.

3. Scale Adjustment to 62.5%: To estimate the cost for 62.5% of the original scale, multiply the
adjusted cost by 62.5%:

Si = 62.5% X Ci
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Table 4-4 Cost Allocation among Plant and Machinery and Equipment

Bud-APAC
Projected Allocation

Plant 1,008,394 995,667 1,002,030,500 38.03% 483,743,360
Equipment, Moter and etc} 1,643,185 1,622,472 1,632,828,500 61.97% 788,269,363
Total 2,651,579 2,618,139 2,634,859,000 100.00% 1,272,012,723
(San Migual Brewery Hong Ltd, 2024, p.99) Remarks:
By using San
Migual’s allocation
ration
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Table 4-5a Projected Net Profit in the Forthcoming 5 Years

Revenue with Annual Growth Rate, 5.84% 1 2,160, 2286 2419 2561 2710
Initial EBITDA, 66.67% 2 14400 15240 1613 1,707 1807
License & Remuneration for Project Director, 5% 3 (108} (114 (121} (128)  (136)
Marketing and Promotion Expenses, 17.52% 4 (378)  (400)  (424)  (449)  (475)
New EBITDA 954 1,009 1,068 1130 1,196
New EBITDA Margin 44159  44.15% 44.15% 44.15%9  44.15°
Total Depreciation (14), (14) (14), (14) (14)
Depreciation — Plant, 35 years 5 (66), (66) (66), (66) (66)
Depreciation — Machinery/Equipment, 12 years 6 (80), (80) (80), (80) (30)
EBIT 874 930, 9890 1,051 1117
EBIT Margin 40.47%  40.67% 40.86% 41.04%§ 41.229
Charitable Donations, 5% 7 (44), (46), (49), (53), (56)
Taxable Profit 830 883 939 998 1,061
HK Tax, 16.5% 8 (137} (146 (155} (165)  (175)
Net Profit after Tax 693 738] 784 834 886|
Net Profit Margin after Tax 32109 32.26% 32.41% 32.56% 32.699

Remarks:

1. Bud-APAC’s growth rate for 2023 compared to 2022 was 5.84% (Budweiser Brewing Company APAC
Limited, 2022 & 2023).

2. The initial EBITDA of 66.67% is based on Table 4-2.

Bud-APAC will allocate 5% of revenue as an exclusive licensing fee and remuneration for the co-founder, who
will be invited to serve as Project Director for this initiative.

4. In2023, Bud-APAC's Marketing and Promotion expenses amounted to USD 1,201 million, representing
17.52% of the year's revenue, which totalled USD 6,856 million (Budweiser Brewing Company APAC Limited,|
2023).

5. Depreciation of the plant is calculated using the straight-line method, with a median lifespan of 20 to 50 years
(Budweiser Brewing Company APAC Limited, 2023).

6. Depreciation of machinery and equipment is calculated using the straight-line method, with a median (rounded
down) lifespan of 10 to 15 years (Budweiser Brewing Company APAC Limited, 2023).

7. Cash donations to approved charities are deductible up to 35% of assessable profits for the assessment year.

8. The corporate profit tax rate in Hong Kong is 16.5% (Inland Revenue Department, HKSAR, 2024).
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Table 4-5b Projected Cash Flow in the Forthcoming 5 Years

New EBITDA, 44.15% 1 9054 1,009 1,068 1130 1,196
Charitable Donations, 5% 2 (44) (46) (49) (53), (56)
HK Tax, 16.5% 3 (137} (146),  (155)  (165)  (175)
Working Capital Requirement 4 o 0 0 0 0
Cash Flow (1,518)] 773 817 864/ 913| 966|

Remarks:

1. The New EBITDA margin of 44.15% is derived from Table 4-2.

2. Cash donations to approved charities are tax-deductible up to 35% of the assessable profits for the relevant
assessment year.

3. The corporate profit tax rate in Hong Kong is 16.5% (Inland Revenue Department, HKSAR, 2024).
Itis assumed that the Cash Conversion Cycle (CCC) for Bud-APAC in 2023, which was approximately -201 days,
will also apply to the new investment. This negative CCC suggests that Bud-APAC collects cash from sales|
significantly before payments are due to suppliers, resulting in no Working Capital Requirement for this scenario.

Compiled by Authoy





image30.png
Table 4-6 Investment Appraisal — by NPV, IRR, ARR and PBP
E
8~ °
o) &z
= E =
] o
1)
Tnitia
0 |Cost | (1.897) | (1.897) | (1.897) | (1.897) | -- - - - - - _ N
102025 773 | (1,124) | 722 | (L,175) | 693 | 693 | 648 | 648 | 693 |36.55% | -- |-59.26%
2[2026) 817 | (307) | 713 | (462) | 738 | 1431| 644 | 1.201| 715 |37.72% | -- |-10.91%
3 (2027 s64 557 704 242 | 784 [2215| 639 | 1,931 | 738 | 38.92% | 236 | 13.77%
4[2028) 913 | 1470 | 696 938 | 834 [3,049| 635 |2,566| 762 | 40.18% | -- |26.73%
5[2020] 966 | 2435 | 687 | 1,625 | 886 |3,935| 631 [3,197| 787 |41.48% | -- |34.01%
6[2030| 987 | 3423 | 656 | 2,282 | 906 | 4,841 | 602 |3,799| 807 |42.53% | -- |38.22%
7[2031] 1,000 | 4432 | 627 | 2,909 | 926 |5767| 575 |4.374| 824 |43.43% | -- |40.78%
8(2032| 1,032 | 5464 | 599 | 3,508 | 947 |6,714| 550 4,924 | 830 |44.24% | - |4238%
9[2033| 1,055 | 6,520 | 572 | 4,080 | 968 | 7,683 | 525 |5.449| 854 |45.00% | -- |43.42%
102034 1079 | 7.599 | 547 | 4,626 | 990 |8,673| 502 |5950| 867 |45.72% | -- |44.10%
11]2035| 1,103 | 8702 | 522 | 5,148 |1.013]9,686| 479 |6430| 881 |46.42% | -- |44.56%
122036 1,128 | 9,831 | 499 | 5.647 |1.035(10,721| 458 |6,887| 893 |47.10% | -- |44.87%
[Remarks:
1. Since the machinery and equipment are expected to have a lifespan of 12 years and no additional investment i
planned before the end of this period, the projections are based on a 12-year timeframe.
2. The NPV is calculated by discounting future cash flows to present value using the Weighted Average Cost o
Capital (WACC) of 7.04% (Alpha Spread, 2024).
3. Years 1-5 (2025-2029):
= CashFlow: Refer to Table 4-4.
= Profit: Refer to Table 4-3.
4. Years 6-12 (2030-2036):

= After the plant reaches its maximum production capacity at the end of Year 5, as discussed in Section 4.4,
both cash flow and profit are projected to grow at the forecasted inflation rate of 2.25% (World Bank|

Group, 2024).
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Graph 4-6 Payback Period
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Table 6.1 Annual Operational Quarterly Plan for Bud-APA!

Quarter 1 January 2025 to March 2025

Liquidity and | Review and Enhance Liquidity Ratios TImmediate High, as poor

CashFlow | Assess current liquidity ratios (current, quick, and cash ratios) to | improvement in | liquidity can

Management |identify potential cash flow issues. Implement short-term measures |liquidity ratios | result in cash
such as accelerating receivables and delaying payables where will enhance the | shortfalls and
feasible (Brigham & Ehrhardt, 2020). company’s short- | increased
Working Capital Optimization term financial reliance on
Implement a detailed working capital management plan to improve | health and provide |debt (Ross et
cash conversion cycles. Specifically, focus on reducing the flexibility for al., 2021).

company’s Days Payable Outstanding (DPO), and Days Sales in | investments.
Inventory (DSI) to align with industry standards.

Improve Supplier Payment Terms

Negotiate extended payment terms with suppliers while improving
relationships to avoid supply chain disruptions.

Quarter 2 April 2025 to June 2025

Cost Control |Cost Reduction Initiative The cost control High, as cost
and Profit | Conduct a thorough analysis of the cost of goods sold (COGS) and |measures will | control
Margin implement cost-cutting initiatives where feasible, particularly in| directly impact | directly
Improvement |areas such as raw materials, manufacturing, and distribution | profitability and | impacts profit
processes (Damodaran, 2021). help maintain or | margins and
Inventory Management Optimization increase the profit |net income.

Further reduce inventory levels by implementing just-in-time (JIT) | margin, supporting
inventory techniques to minimize holding costs and improve|overall

inventory turnover (Westerfield & Jaffe, 2016). profitability
Evaluate Pricing Strategy (Brigham &

Revisit pricing strategics across markets to ensure margins remain | Houston, 2019).
intact despite increased raw material costs.
Quarter 3 July 2025 to September 2025

Leverage and | Debt Restructuring Improvementin | Medium, as

Solvency ~ |Review long-term liabilities and explore options for restructuring| leverage ratios | leverage

Management |debt to extend maturities and lower interest payments where|will strengthen the | management
possible (Brealey et al., 2018). company’s ensures long-
Strengthen Equity Financing Options solvency position, | term financial

Consider equity financing options, such as issuing new shares or| making it more | sustainability.
attracting strategic investors, to reduce reliance on debt and improve| attractive to

the debt-to-equity ratio (Ross et al., 2021). investors and
Improve Interest Coverage Ratio reducing financial

Focus on improving EBIT through operational efficiencies and cost | distress risks
savings to ensure sufficient coverage of interest expenses (Hillier et| (Berk & DeMarzo,
al., 2021). 2020).
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Table 6.1 Annual Operational Quarterly Plan for Bud-APAC (Continue)

Quarter 4 October 2025 to December 2025

Growthand |Evaluate Growth Opportunities These growth Medium, as

Strategic  |Review opportunities for growth in the premium and super-|initiatives will  |growth

Investments | premium segments to align with market trends and increase revenue | contribute to long- | investments
(Penman, 2021). term profitability | are critical
Sustainability Investments and market for long-term

Implement sustainability initiatives, such as reducing carbon|position in high- |success.
emissions and improving water efficiency, to align with ESG goals| value segments

and regulatory requirements (Eccles et al., 2014). (Damodaran,
Digital Transformation 2012).

Continue investment in digital channels and data analytics to
improve market reach and operational efficiency (Bodic et al.,
2019).
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2025 Q1 2025 Q2 2025 Q3 2025 Q4

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Task ID Task Start Date End Date Duration M1 M2 M3 M4 M5 M6 M7 M8 M9 M10 M11 M12

Quarter 1: Liquidity and Cash Flow Management 1-Jan-25 31-Mar-25 3 mths

Q1-1 Review and Enhance Liquidity Ratios 1-Jan-25 31-Mar-25 3 mths

Q1-2 Working Capital Optimization 1-Jan-25 31-Mar-25 3 mths

Q1-3 Improve Supplier Payment Terms 1-Jan-25 31-Mar-25 3 mths

Quarter 2: Cost Control and Profit Margin Improvement 1-Apr-25 30-Jun-25 3 mths

Q2-1 Cost Reduction Initiative 1-Apr-25 30-Jun-25 3 mths

Q2-2 Inventory Management Optimization 1-Apr-25 30-Jun-25 3 mths

Q2-3 Evaluate Pricing Strategy 1-Apr-25 30-Jun-25 3 mths

Quarter 3: Leverage and Solvency Management 1-Jul-25 30-Sep-25 3 mths

Q3-1 Debt Restructuring 1-Jul-25 30-Sep-25 3 mths

Q3-2 Strengthen Equity Financing Options 1-Jul-25 30-Sep-25 3 mths

Q3-3 Improve Interest Coverage Ratio 1-Jul-25 30-Sep-25 3 mths

Quarter 4: Growth and Strategic Investments 1-Oct-25 31-Dec-25 3 mths

Q4-1 Evaluate Growth Opportunities 1-Oct-25 31-Dec-25 3 mths

Q4-2 Sustainability Investments 1-Oct-25 31-Dec-25 3 mths

Q4-3 Digital Transformation 1-Oct-25 31-Dec-25 3 mths
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