
Fitch Revises Thai Beverage Outlook to Negative; Affirms at 'BBB-
'/'AA(tha)'
 
 
 
Fitch Ratings-Bangkok/Singapore-10 April 2019: Fitch Ratings (Thailand) Limited has revised Thai Beverage Public
Company Limited's (ThaiBev) Outlook to Negative from Stable and affirmed its Long-Term Foreign-Currency Issuer Default
Rating at 'BBB-', its National Long-Term Rating at 'AA(tha)', and its senior unsecured rating at 'AA(tha)'. 
 
The Negative Outlook reflects risks to the pace of the company's deleveraging, which has been slower than our previous
forecasts due to weak domestic demand for alcoholic beverages in the fiscal year ended September 2018 (FY18) following
a series of acquisitions in 1QFY18 that raised leverage.  
 
KEY RATING DRIVERS 
 
Slower Deleveraging: We now expect ThaiBev's net leverage, measured by funds from operations (FFO) to adjusted net
debt, to remain high at around 4.5x-5.5x in FY19-FY21, compared with our earlier forecast of 4.0x by FY21, although
coming off the peak of 8.3x at FYE18. This follows the acquisition of Saigon Beer-Alcohol-Beverage Corporation (Sabeco) in
Vietnam, the Grand Royal Group (GRG) in Myanmar (made up of Myanmar Supply Chain and Marketing Services Co., Ltd
and Myanmar Distillery Co., Ltd.) and 252 KFC outlets in Thailand.  
 
ThaiBev has demonstrated its commitment to prioritising debt reduction and maintaining a conservative capital structure
after large debt-funded acquisitions. The company appears to be mainly focused on improving operating cash flows at
Sabeco to reduce its leverage, with no other deleveraging plans announced. ThaiBev may be able to deleverage faster,
reducing its net leverage to below 4.0x by FY21, the level at which Fitch would consider negative rating action, if its newly
acquired businesses improve their operating efficiencies or it undertakes capital management or asset restructuring. 
 
Domestic Demand to Recover Slowly: Fitch expects the stronger domestic demand for food and beverage in 1QFY19 to
continue over the medium term, supported by improving economic activity and new product launches. Domestic beer sales
rose by 8% in the five months to end-February 2019 from a year earlier, according to data from the Office of Industrial
Economics (OIE), after a 12% drop in FY18. The sale of non-alcoholic beverages such as drinking water, soda, carbonated
drinks and fruit juices rose by 2%, 4%, 9%, and 15%, respectively, in the five months, OIE data showed. 
 
Gradual EBITDA Margin Recovery: We expect ThaiBev's EBITDA to increase to above THB40 billion in FY19 from THB33
billion in FY18. Its EBITDA margin to net revenue is likely to improve to 27%-28% from 24% in FY18. We expect the
improvement to be broad based, stemming from all of ThaiBev's key product segments and end-markets. The full-year
contribution of cash flows in FY19 from Sabeco and the KFC stores acquired in December 2017, and cash flows from new
KFC stores opened in 2018 will add to revenue and earnings growth for ThaiBev.  
 
Strong Business Risk Profile: Acquisitions in Vietnam and Myanmar have expanded ThaiBev's operating scale and
broadened its geographic diversification such that Thailand's share of EBITDA is likely to fall to less than 80% by FY19, from
more than 90% in FY17. ThaiBev's ratings are underpinned by its leading positions in the alcoholic-beverage industries in
Thailand, Myanmar and Vietnam. The domestic-spirits segment remains a key strength, with a market share of over 90%,
supported by high entry barriers, and EBITDA margins to net revenue of over 50%. The company's established brands and
a strong distribution network in each of its markets also support its business strengths.  
 
Both ThaiBev's acquired entities - Sabeco and GRG - are leading players in their respective markets. Sabeco has
maintained its beer market share in Vietnam by sales volume at about 40% over the last few years, while GRG dominates
Myanmar's whisky market, with a share of nearly 70%. Vietnam is the largest beer market in south-east Asia and one of the
five largest beer consumers in Asia-Pacific. We believe Vietnam has high growth potential for beer due to the popularity of



the beverage and its young population. Whisky consumption lags behind white spirits in Myanmar, with moderate
competition among the three main producers.  
 
Significant Minority Interests in Sabeco: ThaiBev's ratings factor in our expectation of strong operational and strategic ties
with Sabeco despite its equity stake of 53.6%. We have fully consolidated Sabeco's financials when assessing ThaiBev, but
have excluded dividends paid to minorities in arriving at consolidated FFO and have treated the minority share of Sabeco's
cash balance (FYE18: about THB17 billion) as restricted cash. 
 
DERIVATION SUMMARY 
 
ThaiBev's ratings reflect its strong market position in spirits and its leading share of beer sales in its key markets of
Thailand, Vietnam and Myanmar, which are counterbalanced by its narrow geographic diversity and smaller operating scale
compared with rating peers. ThaiBev's business profile is comparable with that of Molson Coors Brewing Company
(BBB-/Stable), even though Molson Coors has a larger operating scale with concentration in North America. ThaiBev has a
comparable financial profile, with both companies experiencing heightened leverage from large debt-funded acquisitions.
The risk to ThaiBev's slower deleveraging pace underpins the company's Negative Outlook. 
 
Compared with peers on the National Ratings scale, ThaiBev's credit profile is weaker than that of Advanced Info Service
Public Company Limited (AIS; AA+(tha)/Stable). They both have comparable business risk profiles as they are strong
market leaders in their respective industries. ThaiBev has more geographical diversification but its rating is lower than that of
AIS by one notch due to ThaiBev's higher financial risk. 
 
ThaiBev has a substantially stronger business risk profile than Total Access Communication Public Company Limited
(DTAC, AA(tha)/Stable, standalone credit profile AA-(tha)) and PTT Global Chemical Public Company Limited (PTTGC,
AA(tha)/Stable, standalone credit profile AA-(tha)). ThaiBev has a strong market position, robust free cash flow (FCF)
generation, with FCF margins of about 8% (to net revenue), and limited competition. DTAC faces fierce competition in the
Thai telco market, while PTTGC's operating cash flow is considerably more cyclical than that of ThaiBev due to its exposure
to commodity prices and refining margins. DTAC and PTTGC generate mostly negative FCF across economic cycles,
stemming from the high capex requirements in the telecom sector and working-capital swings in the petrochemical industry.
Therefore, ThaiBev is rated one notch higher than the two companies' standalone credit profiles. However, ThaiBev's
National Rating may be downgraded by more than one notch if it is not able to reduce its net leverage to below 4.0x. 
 
KEY ASSUMPTIONS 
 
Fitch's key assumptions within our rating case for the issuer include: 
- Net revenue (excluding excise tax) for businesses in Thailand to increase by about 10%-12% in FY19, and reduce to
2%-5% in FY20-FY21 
- Net revenue (excluding excise tax) of GRG and Sabeco of about THB50 billion-60 billion in FY19-FY21 
- EBITDA margin (as a proportion of net revenue) for businesses in Thailand to improve to about 30%-33% in FY19-FY21;
EBITDA margin of 50%-55% for spirits, 15%-20% for beer, below 3% for non-alcoholic beverages, and 13%-15% for food in
FY19-FY21 
- EBITDA margin (as a proportion of net revenue) of GRG to decline due to higher marketing expenses in FY19-FY21 
- EBITDA margin (as a proportion of net revenue) of Sabeco to hover around 17%-19% in FY19-FY21 
- Capex of about THB5.5 billion-7.5 billion per year in FY19-FY21, excluding acquisitions 
- Lower dividend payout ratio in FY19-FY21 
 
RATING SENSITIVITIES 
 
Developments That May, Individually or Collectively, Lead to Positive Rating Action 
- The rating Outlook could be revised to Stable if ThaiBev generates stronger-than-expected operating cash flows or
undertakes capital management to reduce debt, leading to a decline in FFO adjusted net leverage to below 4.0x by FY21. 
Developments That May, Individually or Collectively, Lead to Negative Rating Action  
- Failure to reduce FFO adjusted net leverage to 4.0x by FY21 
- Evidence of a weakening market position, operating efficiency or pricing power, resulting in sustained weak sales growth
and profit margins 
 
LIQUIDITY 



 
Refinancing Completed, Healthy Liquidity: ThaiBev had THB81.5 billion of debt maturing within the next 12 months at end-
December 2018, including short- and long-term loans and working-capital facilities. The maturing debt includes THB71
billion in short-term bridge loans used for acquisitions, all of which were repaid early (mostly refinanced with long-term
debentures) in 2QFY19. ThaiBev's liquidity is supported by its credibility as the largest consumer staples company and one
of the 10 biggest companies by market capitalisation listed on the Singapore Exchange. It has significant ability to borrow at
competitive rates and strong access to domestic and international capital markets. 
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Summary of Financial Statement Adjustments 
- Cash and cash equivalents of Sabeco consolidated on proportional basis 
 
Note to editors: Fitch's National ratings provide a relative measure of creditworthiness for rated entities in countries with
relatively low international sovereign ratings and where there is demand for such ratings. The best risk within a country is
rated 'AAA' and other credits are rated only relative to this risk. National ratings are designed for use mainly by local
investors in local markets and are signified by the addition of an identifier for the country concerned, such as 'AAA(tha)' for
National ratings in Thailand. Specific letter grades are not therefore internationally comparable. 
 
Media Relations: Peter Hoflich, Singapore, Tel: +65 6796 7229, Email: peter.hoflich@thefitchgroup.com 
Leslie Tan, Singapore, Tel: +65 6796 7234, Email: leslie.tan@thefitchgroup.com 
 
Additional information is available on www.fitchratings.com 
Applicable Criteria  
Corporate Rating Criteria (pub. 19 Feb 2019) 
Corporates Notching and Recovery Ratings Criteria (pub. 23 Mar 2018) 

mailto:peter.hoflich@thefitchgroup.com
mailto:leslie.tan@thefitchgroup.com
https://www.fitchratings.com/
https://www.fitchratings.com/site/re/10062582
https://www.fitchratings.com/site/re/10024585


National Scale Ratings Criteria (pub. 18 Jul 2018) 
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Additional Disclosures 
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Solicitation Status 
Endorsement Policy 
 
ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND
THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT
WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS
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AVAILABLE AT HTTPS://WWW.FITCHRATINGS.COM/SITE/REGULATORY. FITCH MAY HAVE PROVIDED ANOTHER
PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR
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underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable currency
equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or
guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to
US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch
shall not constitute a consent by Fitch to use its name as an expert in connection with any registration statement filed under
the United States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities
laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may
be available to electronic subscribers up to three days earlier than to print subscribers.  
For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services
license (AFS license no. 337123) which authorizes it to provide credit ratings to wholesale clients only. Credit ratings
information published by Fitch is not intended to be used by persons who are retail clients within the meaning of the
Corporations Act 2001 
Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical
Rating Organization (the "NRSRO"). While certain of the NRSRO's credit rating subsidiaries are listed on Item 3 of Form
NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO (see
https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed on Form NRSRO (the "non-
NRSROs") and therefore credit ratings issued by those subsidiaries are not issued on behalf of the NRSRO. However, non-
NRSRO personnel may participate in determining credit ratings issued by or on behalf of the NRSRO.

SOLICITATION STATUS

The ratings above were solicited and assigned or maintained at the request of the rated entity/issuer or a related third party.
Any exceptions follow below.

Endorsement Policy

Fitch's approach to ratings endorsement so that ratings produced outside the EU may be used by regulated entities within
the EU for regulatory purposes, pursuant to the terms of the EU Regulation with respect to credit rating agencies, can be
found on the EU Regulatory Disclosures page. The endorsement status of all International ratings is provided within the
entity summary page for each rated entity and in the transaction detail pages for all structured finance transactions on the
Fitch website. These disclosures are updated on a daily basis.
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We have updated our Terms of Use and Privacy Policies which cover all of Fitch Group's websites. Learn more.
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