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Investment Thesis 09 May 2016

Anheuser-Busch InBev has one of the widest economic moats in
our consumer defensive coverage and is among the most efficient
operators. Vast global scale and near-monopoly dominance in
several Latin American markets give AB InBev significant fixed cost

leverage and pricing power in procurement, a cost advantage that

The primary analyst covering this company

is likely to expand further following the acquisition of SABMiller.
does not own its stock.

This plays out in the firm's excess returns on invested capital and
best-in-class operating and cash cycles, asset turnover ratios, and
working capital management. It delays payments to trade creditors

Research as of 13 May 2016
Estimates as of 09 May 2016
Pricing data through 04 Jul 2016

Rating updated as of 04 Jul 2016 17% longer than its closest rival SABMiiller, and it converts around

30% of its revenue to free cash flow, more than 3 times that of the
Currency amounts expressed with "$" are in

U.S. dollars (USD) unless otherwise denoted.  NUMber-two player. Driving AB InBev's profitability is its majority
stake in Ambev, the Latin American brewer that generates a

whopping near-50% EBIT margin in beer in Brazil.

Highly effective management is at the core of AB InBev's success.
Contents The firm has been acquisitive, having made transformative deals
for Interbrew and Anheuser-Busch, and more recently acquiring
Grupo Modelo, Oriental Brewery, and SABMiller (the closure of

which is pending). Management's playbook is to buy brands with
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jewel in the deal. The high-single-digit revenue growth generated

in Africa will help offset the secular decline of midpriced brands

in developed markets.
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Vital Statistics

Market Cap (EUR Mil) 188,566
52-Week High (EUR) 124.20
52-Week Low (EUR) 87.73
52-Week Total Return % 11.6
YTD Total Return % 4.2
Last Fiscal Year End 31 Dec 2015
5-Yr Forward Revenue CAGR % 36
5-Yr Forward EPS CAGR % 37
Price/Fair Value 1.06
Valuation Summary and Forecasts

Fiscal Year: 2014 2015 2016(E)  2017(F)
Price/Earnings 18.8 26.3 30.7 26.5
EV/EBITDA 12.2 14.4 16.5 14.3
EV/EBIT 14.9 17.6 19.9 17.0
Free Cash Flow Yield % 53 4.7 35 39
Dividend Yield % 41 4.0 31 32
Financial Summary and Forecasts (USD Mil)

Fiscal Year: 2014 2015 2016(E)  2017(E)
Revenue 47,063 43604 43805 45969
Revenue YoY % 9.0 -14 0.5 4.9
EBIT 15,427 13,912 12,695 14,862
EBIT YoY % 4.0 -9.8 -8.7 17.1
Net Income, Adjusted 9,467 8,271 7,294 8513
Net Income YoY % 36 -12.6 -11.8 16.7
Diluted EPS 499 435 3.82 4.43
Diluted EPS YoY % 27 -12.8 -12.3 16.1
Free Cash Flow 1,991 8,640 7,825 8335
Free Cash Flow YoY % -40.0 334.0 -94 6.5

Historical/forecast data sources are Morningstar Estimates and may reflect adjustments.

Profile

Anheuser-Busch InBev is the largest brewer in the world and one of the
world's top five consumer product companies, as measured by EBITDA. After
the Modelo acquisition, the company's portfolio now contains five of the
top 10 beer brands by sales and 17 brands with retail sales over $1 billion.
AB InBev was created by the 2008 merger of Belgium-based InBev and
US-based Anheuser-Busch. The firm holds a 62% economic interest in
Ambev and intends to close the acquisition of SABMiller by the end of 2016.

© Morningstar 2016. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and opinions presented herein do not constitute

Page 1 of 25

investment advice; are provided solely for informational purposes and therefore are not an offer to buy or sell a security; and are not warranted to be correct, complete or accurate. The opinions expressed are as of the date written and are subject to change without
notice. Except as otherwise required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, the information, data, analyses or opinions or their use. The information contained herein is the
proprietary property of Morningstar and may not be reproduced, in whole or in part, or used in any manner, without the prior written consent of Morningstar. To order reprints, call +1 312-636-6100. To license the research, call +1 312-696-6869. Please see important

disclosures at the end of this report.



Morningstar Equity Research

MORNINGSTAR

Anheuser-Busch Inbev SA ABI ok k
LastPrice  FairValue  ConsiderBuy  ConsiderSell  Uncertainty  Economic Moat™  MoatTrend™  Stewardship  Industry Growp
117.25e0R ~ 111.00eur  77.70EUR 149.85 EUR Medium Wide Stable Exemplary Beverages - Alcoholic

Morningstar Analysis

Asset Swap With Ambev Beneficial to Moats and
Margins as ABI/Ambev Set to Dominate Latin America
13 May 2016

Anheuser-Busch
outstanding questions of its acquisition of SABMiller with
the announcement that it will enter into an asset swap with
Ambev to distribute SAB's Latin American assets. Subject
to the closure of the transaction, AB InBev will transfer
SAB's Panamanian business to Ambev, and in exchange,
Ambev will transfer to AB InBev its business in Colombia,

InBev answered one of the final

Peru, and Ecuador. This distribution of the Latin American
businesses across the two firms is something of a surprise
to us. We had expected SABMiller's Latin American
business to be transferred in its entirety to Ambev, with AB
InBev taking a higher equity stake in Ambev. Nevertheless,
we believe this asset swap is neutral to our valuation and
our wide economic moat rating, as it ultimately leaves AB
InBev with monopolistic control over some growing and
premiumising Latin American markets. We are reiterating
our EUR 111 and $126 fair value estimates for the ordinary
shares and ADRs respectively, as well as our BRL 20 and $5
fair value estimates of Ambev.

With this deal, AB InBev is transferring to Ambev a high-
volume but stagnating business, and inreturn, itis receiving
businesses that represent lower total volumes than
Panama, but have solid growth rates, low current per capita
consumption, and opportunities to premiumise. These deals
will give AB InBev full control over some monopolies in a
region that boasts some of the most profitable beer markets
in the world. EBIT margins tend to be around 40% in Latin
America, supported by the dominance of either Ambev or
SABMiller. Where one is the market leader, the other usually
has a small market share. The combination of those shares
to create one dominant player in each market is likely to
dampen competitive friction, which we believe will be
positive for pricing power, margins, and the competitive
advantages of both AB InBev and Ambev in the region.

SABMiller has a volume share of around 70% in Panama,
but volumes in the year ended March 31 fell 16%, driven by
an excise duty increase at the beginning of the fiscal year
and increased competition. Panama is one of the smaller
Latin American markets, at around 3 million hectolitres a
year, despite per capita consumption in line with developed
markets, at 90 litres per year.

In Colombia, Ecuador, and Peru, SABMiller is dominant, with
market shares in the 90% range. The assets being
transferred to AB InBev by Ambev, therefore, are minority
market shares, but when combined with the SABMiller
assets, they will make AB InBev essentially the only major
operator in those countries. In aggregate, we estimate the
volumes represent only 75% of those in SAB's Panama
business. Colombia and Peru, however, are experiencing
healthy growth, with beverage volume up 8% and 11%,
respectively, in the past fiscal year. Both markets benefited
from positive pricing to the tune of 3%. Although volumes
in Ecuador declined 2%, we believe thisis cyclical in nature,
and the long-term trends are fairly healthy. Per capita
consumption in all three markets is in the range of 40 litres
per year, slightly below average in Latin America, creating
a long-run opportunity for per capita consumption growth,
and in Ecuador and Peru, continued premiumisation.

Progress towards the completion of the SABMiller
acquisition has been steady, with several major hurdles now
cleared. Most recently, AB InBev confirmed it had reached
anagreementwith the South African government to approve
the deal, and we think the asset sales in Europe will help
ease the deal past the European Commission's antitrust
scrutiny. Assuming the Castel family does not cause any
wrinkles as a result of the change of ownership of
SABMiller, we think this asset swap is one of the final pieces
of the jigsaw that is this complex deal. Management has
stated that the deal is likely to close in the second half of
this year, and we believe this announcement keeps the deal
on track with that timeline.
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at historically, near-term earnings are likely to be
,'?[’i"e/ Falr Valus_ Wo0haersst b s e temporarily depressed owing to macroeconomic headwinds
Fair Value (EUR) — and costs relating to the SABMiller acquisition.
) P b, Al We continue to value AB InBev as a stand-alone entity, and
- ‘ we will fold SABMiller into our forecasts when we have
At _J more certainty that the deal will close. We expect 2016 to
. i o be a challenging year, and we forecast just 0.5% revenue
A ]—-—-—'_“" growth; modest margin contraction owing to higher selling,
: general, and administrative spending; and EPS around 12%
i “f;‘fgfiﬁfg lower than that of 2015. We believe 4% organic revenue
i F* %k k growth, balanced roughly evenly between volume and
HHWWWHWWWWWWWW%WWWWW' —— Iz* pricing, is appropriate for the firm in the medium term. We
* forecast a 59.5% normalised gross margin, slightly lower
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In our view, these deals also answer investors' long-
standing question relating to AB InBev's economic interest
in Ambev. If AB InBev had wanted to take full control over
Ambey, folding SABMiiller's Latin American business into
Ambev would have given it an ideal opportunity to do so.
Under such a structure, AB InBev would have had
opportunities to remove duplicate costs across the Latin
American business and further raise some of the highest
margins in any global consumer staples market. While we
still believe this will happen eventually, we now believe
such a transaction is unlikely until SABMiiller is fully
integrated over the next few years.

Valuation, Growth and Profitability 09 May 2016

After first quarter earnings, which narrowly missed our
expectations due to a sharp volume decline in Brazil, we are
lowering our fair value estimate for the ordinary shares to
EUR 111 from EUR 112. Our valuation assumes a EUR/USD
exchange rate of 1.14, the spot rate on May 9, 2016, and
implies 2017 forward multiples of 27 times earnings per
share, 15.5 times adjusted enterprise value/EBITDA, and a
free cash flow vyield of 4.1%. Although these implied
multiples are well above the level that AB InBev has traded

than the 2015 gross margin of 60.7%, which was boosted
by a favourable commodities environment. The firm has cost
opportunities in indirect overhead, and we believe that
through headcount reduction, duplicate cost elimination,
and distribution leverage, AB InBev could add a further 200
basis points to its EBIT margin by 2020. A normalised EBIT
margin of 35% would be a peak margin for the company
since its transformative acquisition of Anheuser-Busch, but
itwould still be well short of the mid-40s margins generated
by Ambey, its Latin American subsidiary.

Although we think AB InBev is highly likely to be acquisitive
in the short and medium term, our valuation is based on the
cash flows generated organically by the business and
excludes any acquisition-driven growth assumptions.

Scenario Analysis

The balance between volume and pricing and the
sustainability of AB InBev's cost-cutting strategies are the
key variables in our scenario analysis. In our bull case, we
forecast a revenue CAGR of 5% over the next five years.
The scenarios most likely to drive this level of growth are
taking share in the North American craft beer segment
and/or Latin America rebounding faster than the 2% volume
growth we assume in our base case. In either event,
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faster-than-expected top-line growth would have a
knock-on effect on margins, owing to the fixed-cost
structure of the business. In our bull case, therefore, we
forecast a further 150 basis points of gross margin
expansion through our forecast period. We also assume that
management generates more than our $500 million in cost
savings from the Qriental acquisition, increasing the EBIT
margin by a further 140 basis points by 2018 to 35.4%.
Savings would come from distribution synergies and
back-office restructuring, and the implementation of these
would not require a reduction in marketing expense as a
percentage of sales. Under these conditions, we estimate
that ABInBev shares could be valued at EUR 127, 15% above
our fair value estimate and 29 times our 2015 bull-case EPS
estimate. If this scenario plays out, we estimate AB InBev
could generate almost $7 in EPS by 2020.

In our bear case, both the top line and cost savings from the
Oriental acquisition undershoot our base-case expectations.
We forecast top-line growth of 3%, in line with our estimate
of long-term global GDP, which implies that AB InBev fails
to generate revenue synergies from its latest acquisition
and that attempts to gain share in the North American craft
beer segment fail. We forecast a 110-basis-point drop in
the gross margin from the 2015 level of 60.7%, as no
near-term deflationary tailwind materialises. Given
GDP-like revenue growth, we think margin deterioration is
anunlikely outcome, but could occur if increased investment
in marketing spending is required in order to drive that level
of growth. Therefore, we forecast a normalised EBIT margin
of 31.5% by 2020, 290 basis points below the peak of 2013,
and implying less than 3% EBIT growth in the last three
years of our forecast period. Under these circumstances, we
estimate that AB InBev would be worth EUR 79 per share,
or 29% below our fair value estimate and less than 16 times
our bear-case 2017 EPS estimate. In this scenario, EPS
would be flat to 2020, and the firm would generate less than
$5 in EPS annually by that time.

Economic Moat

We believe AB InBev has a wide economic moat derived
from two sources: a material cost advantage over its peers
andits intangible assets. The strongest source of AB InBev's
moat, in our opinion, is its cost advantage. In 2015, the firm
sold 457 million hectolitres of beverages, giving it materially
greater scale than SABMiiller (with 324 million hectolitres)
and Heineken (with 188 million hectolitres). AB InBev's
procurement advantage is significant. For example, the firm
buys 8% of the US rice crop every year, according to the
Furthermore, AB
concentrated in local markets, which allows it to generate
meaningful cost economies from its size. The firm holds a
dominant market share of around 70% in Brazil, the
third-largest beer market in the world by volume, and
controls around half of the U.S. market, the world's second
largest. This concentration of scale in its key markets
reduces manufacturing complexity, leverages the firm's

Rice  Almanac. InBev's scale is

high-fixed-cost base, and lowers the average cost of
production, which is apparent in AB InBev's best-in-class
profitability. The firm generated almost $37 in EBITDA per
hectolitre in 2015, well above the $24 per hectolitre
generated by second-place Heineken, and it boasts
industry-leading operating margins in the low 30s. This is
all the more remarkable considering that the firm's two
leading brands, Budweiser and Bud Light, are mainstream
rather than premium brands.

AB InBev owns five of the world's largest beer brands by
volume, either directly or through equity ownership in the
brand operator. Two of those brands, Corona Extra and
Brahma, are in the premium category, where brand loyalty
ishigherthan the mainstream and craft beer segments. Even
in the mainstream category, the firm's leading brands have
instantly recognisable brand equity among global
consumers.
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Morningstar Analysis

AB InBev's competitive advantages have allowed the firm
to generate excess returns on invested capital for several
years. ROIC, including goodwill, has remained in the
low-double-digit range over the past five years, even
throughout the Great Recession and the large acquisitions
made since then. Adjusted for excess cash, we forecast the
company to consistently generate low-double-digit ROIC
throughout our explicit forecast period, and we believe its
cost advantage will sustain this level of returns for at least
the next two decades.

Moat Trend

We believe AB InBev's wide economic moat is stable.
Despite the absence of consumer switching costs, market
share trends have historically been fairly stable in the
brewing industry. Even during the disruptive emergence of
craft beers in the U.S., the market share loss of AB InBev's
two large mainstream brands, Budweiserand Bud Light, has
been fairly slow. In 2013, for example, while the craft
segment grew more than 16%, the combined market shares
of Budweiser and Bud Light fell just 60 basis points,
according to Beverage Insider. This is in no small part due
tothe $6 billion, oralmost 14% of revenue, that the company
spends on sales and marketing every year, an investment
that we believe will sustain the equity of its leading brands.

However, market share erosion alone would not lead to the
deterioration of ABInBev's wide economic moat. For returns
on capital to begin to materially decline, share and volume
declines in the United States and other developed markets
would have to accelerate to a rate significantly faster than
the volume growth in developing markets, a scenario we
regard as having a low probability, given the strong
long-term growth drivers in emerging markets, such as a
swelling of the age-appropriate population categories,
increasing disposable incomes, and urbanisation.
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Bulls Say/Bears Say

Bulls Say

» AB InBev's worldwide scale and distribution is
massive. It is the leading global brewer, and 17 of its
brands each generate more than $1 billion per year in
sales.

> AB InBev has a 62% economic stake in Ambev, which
has dominant share in several key markets, including
Brazil (64%), Argentina (77%), and Canada (41%).
Additionally, AB InBev has leading share in the United
States (48%), Belgium (57%), and Ukraine (36%).

» The company has been an efficient acquisitor. The
pending acquisition of SABMiller should result in $1.4
billion of annual cost synergies.

Bears Say

» The company's flagship Budweiser brand and sister
brand Bud Light are bath facing meaningful headwinds
in the US from craft brewers, spirits companies, and
persistently high levels of unemployment.

» Beer remains a competitive industry, particularly in
developed markets, and the recent elevation in
marketing spend may not reverse in the near future.

» With its 62% economic interest in Ambev, AB InBev
is heavily leveraged to Latin America. Continued
economic weakness in Brazil would be detrimental to
AB InBev's financial results.
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Five Year Adjusted Cash Flow Forecast (USD Mil) Financial Health
AB InBev is in excellent financial health, although it will
2016(E)  2017(E) ~ 2018(E) ~ 2019(E) ~ 2020(E) o ) o
Cash and Equivalents (beginning of period) 6923 5283 385 11,995 7557  releverage significantly for the SABMiiller acquisition.
Adjusted Available Cash Flow 3252 3,733 4605 5259 5747 Qutside of Ambeyv, in which the company owns a majority
Total Cash Available before Debt Service 10,175 9,016 8461 17,254 13305 o
stake, AB InBev has the lowest net debt/EBITDA ratio in the
Principal Payments 6,348 -5074 -10,123 -4,073 —  brewing industry at 2.3 times. In the absence of further
Interest Payments -1,764 -1,872 -2668 -2372 -2176 L
Other Cash Obligations and Commitments 2509 91 % 287 gg9  Acquisitions, we forecast th'at net debt/EBITDA co.uld fallto
Total Cash Obligations and Commitments -10,641 -6855 -12693 -6,158 -1,686  2.0by2020. EBITDA covers interest expense by 7 times, and

Cumulative Annual Cash Flow Cushion

Cash Flow Cushion
Possible Liquidity Need

Adjusted Cash Flow Summary

Beginning Cash Balance
Sum of 5-Year Adjusted Free Cash Flow
Sum of Cash and 5-Year Cash Generation

Revolver Availability
Asset Adjusted Borrowings (Repayment)

Sum of Cash, 5-Year Cash Generation, Revolver and Adjustments
Sum of 5-Year Cash Commitments

% of

USD Millions - Commitments
6,923
22,597
29,520

2,000

31,520
-38,233

18.1
59.1
71.2

5.2

82.4

with $7 billion in cash on the balance sheet, the ability to
delay payments to suppliers, and outstanding free cash flow
generation of 30% of revenue, we do not anticipate any
liquidity issues.In fact, we believe the balance sheet could
withstand further leverage. At its peak following the
Anheuser-Busch deal in 2009, debt/EBITDA stood at over 9
times. We do not regard this as a sustainable normalised
capital structure, and management aggressively increased
EBITDA and reduced debtinthe yearsimmediately following
the transaction to dramatically bring leverage, but we do
thinkitindicates that there is plenty of scope forincremental
gearing. Therefore, we do not rule out a transformative
acquisition in the near term.We assign AB InBev an issuer
credit rating of A-, implying that the firm has low default
risk; however, we have placed our rating under review with
negative implications after the announcement that
SABMiller's board has agreed in principle to an offer from
AB InBev to acquire the firm. Previously, AB InBev's
managementhad said thatit intends to fund the cash portion
of the transaction with internally generated funds and debt,
which we expect to significantly increase debt leverage at
a combined entity.

Enterprise Risk

AB InBev has a broader geographic footprint than most of
its brewing peers, and although that reduces geographic
concentration risk, it also creates foreign exchange risk.
There is a high correlation between per capita GDP growth
and per capita beer consumption, particularly in Latin
America, one of AB InBev's key markets, so the firmis highly
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leveraged to global economic growth.Additionally, through
the firm's 62% economic interest in Ambev, AB InBev is
heavily exposed to the Latin American market, with 52% of
EBIT generated in the region in 2015. The current
geopolitical environmentin Brazil is weighing heavily on the
firm's results.Integration risk is significant with AB InBey,
particularly relating to the SABMiller acquisition. The terms
of the transaction include a $3 billion break fee, payable to
SABMiller if the deal does not close. Assuming a smooth
ride through the regulatory hurdles, AB InBev will have to
execute well in order to achieve the $1.4 billion in annual
savings it says it can achieve from the deal.Input costs are
a risk, particularly if commodity inflation occurs during a
period of economic weakness, when it is more difficult to
pass through cost inflation to the consumer. Input costs are,
in turn, sensitive to the harvest of various agricultural
commodities.
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Management & Ownership
Management 09 May 2016
Management Activity We believe AB InBev's management team has been an
Exemplary steward of shareholders' capital. Through a
Name Position SharesHeld ~ Report Date” mnsiderctivity  Series of acquisitions and a focus on cost control, the global
NA NA NA  NA NA

*Represents the date on which the owner’s name, position, and common shares held were reported by the holder or issuer.

Fund Ownership

Top Owners

Vanguard Total Intl Stock Idx Fund
Harbor International Fund

WisdomTree Europe Hedged Equity Fund
iShares MSCI EAFE (AU)

Fidelity® Series International Growth

Concentrated Holders

iShares MSCI Belgium Capped

BNP Paribas Structure Court Terme
Initiative Modéré

iShares STOXX Europe 600 Food&Bev (DE)
KBC Multi Track Belgium

Institutional Transactions

Top 5 Buyers
THEAM

BlackRock Advisors LLC

BNP Paribas Asset Management

Ivy Investment Management Co

British Columbia Inv Management Corp

Top 5 Sellers

Amundi

Principal Management Corp

KBC Asset Management N.V.
Natixis Asset Management
Templeton Asset Management Ltd.

% of Shares
Held

0.53
0.46
0.31
0.24
0.20

0.04
0.01

0.01

% of Shares
Held

0.06
0.08
0.06
0.04
0.03

0.08
0.01
0.01
0.06
0.02

% of Fund
Assets

0.53
2.28
595
0.87
332

22.64
17.08
16.38
15.02
11.85

% of Fund
Assets

6.54
0.20
4.60
0.68
0.07

1.18
093
1.22
223
1.97

Change
(k)

161

-110

Shares
Bought/
Sold (k)

636
625
562
506
440

-1,223
-237
-196
-153
-141

Portfolio Date

31 May 2016
31 Mar 2016
29 Jun 2016
29 Jun 2016
31 May 2016

21 Jun 2016
31 May 2016
30 Jun 2015
29 Jun 2016
29 Feb 2016

Portfolio Date
31 May 2016

31 May 2016
31 May 2016
31 Mar 2016
31 Mar 2010

31 May 2016
31 May 2016
30 Jun 2015
30 Apr 2016
31 Mar 2016

brewer has built a wide economic moat. AB InBev's culture
instils the responsibility for the company's performance and
the creation of shareholder value into each of its managers.
Compensation is determined on the basis of a 'stretched but
achievable target', which requires detailed, quantitative
performance goals throughout the organisation. Management's
control over expenses is so tight that, when it acquired
Anheuser-Busch, it introduced a zero-budgeting policy that
requires all expenses to be justified before being spent.

A significant portion of AB InBev's senior management
consists of the Brazilian team that bought Brazil-based
Brahma in 1989, merged the company with Antarctica in
1999 to form Ambev, and then merged with Interbrew in
2004 to create InBev. The team has significant experience
dealing with the nuances of integrating acquired firms. CEQ
Carlos Brito joined AB InBev's predecessor Ambev in 1989,
having held various roles in finance, operations, and sales
before becoming Ambev CEO in 2004 and AB InBev CEQ in
2006. Anheuser-Busch's culture encourages senior
management to rotate through different roles throughout
the business, a strategy that we think will create a deep
bench of management talent. We think management's
private equity background helps to keep them focused on
cost management.

Perhaps the only blot on management's copybook is the $5.8
billion reacquisition in 2014 of Oriental Brewery, a business
it previously owned and sold five years earlier for a third of
the price when it was in deleveraging mode following the
Anheuser-Busch acquisition. However, KKR, its owner in the
interim, had doubled the earnings of the business in that
time, and we believe AB InBev can create value from the
deal by extracting duplicate costs and sharing a distribution
platform to drive penetration of the Budweiser and Corona
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brands. With attention now turning to the closing and
integration of SABMiller, we think this strong management
team has the ability to deliver on its targeted $1.4 billion in
annual cost savings, while offsetting secular volume
declines in the U.S.
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Analyst Notes

Big Volume Miss in Brazil, but U.S. Shows Signs of Life;
ABI Fairly Priced 04 May 2016

AB InBev reported a first quarter that puts the firm on track
to meet our full-year expectations, with volumes that
undershot our forecast in Brazil largely offset by a better
performance in the U.S. and Mexico, and fairly strong
pricing. We will not adjust our assumptions or our EUR 112
and $126 fair value estimates for the ordinary shares and
the ADRs. Our wide moat rating remains in place. AB InBev's
scale gives ita cost advantage over smaller brewers, amoat
source that will only be strengthened by its acquisition of
SABMiller, which is expected to close at the end of the year.

Volumes in Brazil fell 8.5%, with beer down 10.0%, a
material shortfall to our internal estimate of a 4% decline
in the first half of the year. The recession and political
instability in the country are clearly having a severe impact
on the Brazilian consumer, but we are encouraged by
management’s comments that volumes in the second
quarter are “significantly better” so far than in the first. AB
InBev may yet hit our volume estimate, so we are unlikely
to make material changes to our forecasts.

Inthe U.S., volumes fell 1.2%, though with positive pricing,
revenue was flat year-over-year. This is a sequential
improvement over the low-single-digit decline that has
become the norm in the U.S., and is particularly pleasing
given the ongoing growth in the craft category.
Nevertheless, we think this performance is indicative of
strong execution, which may not be sustainable. We
continue to believe that unless AB InBev grows its craft beer
footprint, its medium term revenues are likely to fall in the
low single digits.

There was nonew news in the firm’s update on the proposed
acquisition of SABMiller, but in recent weeks considerable
progress has been made towards the completion of the deal.
AB InBev has accepted an offer from Asahi for Grolsch and

Peroni, and intends to sell SAB's Eastern European assets.
It has also received approval from the South African
government.

Divestiture of SAB's CEE Assets Not Surprising and a
Net Positive to ABI, Valuation Notwithstanding 29 Apr
2016

We have long viewed SABMiiller's Eastern European
business as a source of cash in the acquisition of the
company by Anheuser-Busch InBev, so we are not surprised
by today's announcement that the firm will seek to divest
the SABMIiller assets in the region. Although we have been
somewhat concerned by the value leakage in some of the
proposed asset sales, particularly in China, we will wait
until we know the value of any transaction before making
adjustments to our EUR 112 and $126 respective fair value
estimates for AB InBev's ordinary shares and ADRs. We are
also reiterating our wide economic moat rating for both
companies, and we still regard the transaction as being
positive for AB InBev's cost advantage. There is limited
upside to the shares at current prices, in our opinion.

The assets being sold are those in Hungary, Romania, Czech
Republic, Slovakia, and Poland, and do not include the 24%
interest in Anadolu Efes. We estimate those regions will
generate $705 million in fiscal 2016 EBITDA, and assuming
a valuation multiple of 11 times, the multiple that Molson
Coors paid for StarBev in 2013, the sale could fetch $7.75
billion in cash. We expect Carlsberg and Heineken to be
interested in these assets, with Carlsberg the most likely
buyer, although it may not acquire the Polish business
because of antitrust constraints. Carlsberg's balance sheet
is fairly leveraged, however, and with debt/EBITDA of
around 2.8 times, a debt-financed deal of this magnitude
may be out of reach. At 70% debt, debt/EBITDA would be
pushed closer to 4.0 times. However, in October 2013, the
Carlsberg Foundation amended its charter to allow the
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Analyst Notes

foundation to own just 51% of the voting rights and 25% of
the share capital (down from 75% and 30%, respectively).
We estimate that a further 200 million shares could be
released into the float; at the current share price of DKK
640, this could raise DKK 128 billion, or almost $20 billion,
so Carlsberg has ample capacity for a stock deal.

The elimination of the businesses in Eastern Europe will
leave the combined AB InBev-SABMiiller with a share of
around 15% in Russia and around 35% in Ukraing, as well
asan indirect presence in Turkey and other markets through
Efes. The rationale given for the disposal was that these
divestitures will appease the European Commission in its
review of the proposed deal. Given that little overlap exists
between the CEE footprint of AB InBev and SAB, we think
this is unlikely. Instead, we believe that Eastern Europe,
with a declining population and consumption per capita in
structural decling, is not a region that matches AB InBev's
mandate for growth, and that management is willing to
jettison the business in order to focus on the enormous task
in hand: integrating the two largest brewers in the world.
In our opinion, the Eastern European markets may have
provided an unwelcome and unnecessary distraction, and
valuation notwithstanding, we regard this asset sale as a
net positive.

Value Leakage in Sale of CR Snow Immaterial to Our AB
InBev Valuation; Upside to Shares 02 Mar 2016
Anheuser-Busch InBev confirmed that it has entered into an
agreement to sell SABMiller's 49% stake in the China
Resources Snow Breweries for $1.6 billion to its joint-
venture partner China Resources Beer. The valuation of the
transaction, which represents around 6 times EBITDA, is
significantly below our estimate of $3 billion. However, we
are reiterating our $126 and EUR 112 fair value estimates
for the ADRs and ordinary shares, respectively, as the value
leakage isimmaterial to our valuation. Qurwide moatrating
for AB InBev also remains intact, and we think the purchase
of SABMiller is likely to enhance the firm's cost advantage.

We think the shares offer upside, which could be triggered
by excess cost synergies and accelerated organic growth
after the deal closes.

The transaction price undershot our assumption by more
than $1 billion, and we now believe the deal is value-neutral
under current exchange rates, and assuming management's
synergy guidance is accurate. The acquisition is likely to be
earnings- and free cash flow-accretive in three to four years
under such conditions. However, management has a track
record of exceeding its cost synergies targets, and we think
the $1.4 hillion in targeted annual cost savings could be
beaten this time. We also do not model revenue synergies
from the deal, and this may underestimate the organic
revenue growth of the combined company if AB InBev's
global brands enter new markets and take share from
competitors.

The valuation shortfall does not affect the structure of the
deal. In January, AB InBev raised $46 billion in debt for the
SABMiller acquisition, exactly the amount it needs to
finance the deal, given that the sale prices of Grolsch,
Peroni, and now CR Snow are known. Our valuation and
accretion estimates assume all of this debt is taken on the
combined firm's balance sheet.

The valuation multiple of this deal is at the bottom end of
historical deals in the brewing industry, which is
disappointing, given the long-term volume growth and
premiumisation opportunities in China. There are, perhaps,
legitimate reasons for this. First, profitability in Chinais low.
In AB InBev's own Chinese business, its EBITDA margin of
around 23% is well below the group margin of 38%. The
brewing industry in China remains very regional, and we
think consolidation will be required before profitability
matches global levels. Second, organic growth has
stagnated recently, and the continued slowdown in China
may cause continued volatility in volume growth for some
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time to come. Third, the disposal of CR Snow was a
necessary part of the completion of the SABMiller
acquisition, and as there were unlikely to be other bidders,
it is likely that AB InBev did not have a strong negotiating
position.

With the sale of MillerCoors to Molson Coors, the disposal
of the Grolsch and Peroni brands to Asahi, and now
confirmation that CR Beer will acquire the 49% of the CR
Snow joint venture, the major pieces of the jigsaw are in
place, and we see few major antitrust hurdles remaining.
One outstanding unknown, however, is the Eastern Europe
business, where the market share of the combined entity
could raise eyebrows at local regulators. In addition, we
think the Eastern European markets are structurally less
attractive than most of AB InBev's existing core markets,
and would provide an unwelcome distraction ata time when
management will be focused on a global integration.
Therefore, we would not be surprised if asset sales in the
region were used to bolster the cash contribution to this
mammoth transaction.

ABI's 2016 Guidance Disappoints But Long-Term Thesis
Intact; Shares of this Quality Name Undervalued 25 Feb
2016

Anheuser-Busch InBev reported fourth-quarter and full-year
results very close to our below-consensus forecasts.
However, 2016 guidance implies the firm may not generate
the modest EBIT margin expansion we had anticipated this
year, so we are likely to lower our near-term forecasts
slightly, but do not expect material changes to our $126 and
EUR 112 fair value estimates for the ADRs and ordinary
shares, respectively. Having pulled back materially since the
immediate aftermath of the announcement of the
acquisition of SABMiller, we now believe the stock offers
afairly attractive level of upside. AB InBev's wide economic
moat, derived from a cost advantage, remains in place and
was evident again this quarter.

Organic fourth-quarter revenue growth was an impressive
7.0%, above most of AB InBev's global peers in consumer
staples, albeit a slight sequential slowdown from the third
quarter as China and Brazil continued to deteriorate. In spite
of the negative macro environment in emerging markets,
AB InBev posted a strong finish to the year in Mexico (9%
of revenue) with 11.3% organic sales growth and 18.2%
EBITDA growth. In bath Brazil and China, however, volumes
declined slightly, confirming our thesis that beer
consumption in China has not just slowed but is temporarily
declining.

In another indication of the challenging macroeconomic
environment, management guided to higher SG&A spending
in 2016, at a rate higher than sales growth. This will act as
an unexpected constraint on near-term earnings and cash
flow growth, but it is AB InBev's cost advantage that gives
it the financial flexibility to increase marketing spending
during periods of soft demand.

Many investors have been concerned about the
sustainability of the dividend in light of the $100 billion
acquisition of SABMiller, and we regard the 20% increase
in the annual payout as a signal no dividend cut is imminent.

Sale of Peroni and Grolsch Confirmed at Low End of Our
Estimate; Immaterial to Value Creation 10 Feb 2016

Anheuser-Busch InBev confirmed that it has received a
binding offer from Asahi to acquire SABMiiller's Peroni and
Grolsch brands for EUR 2.55 billion ($2.9 billion). The sale
price is below our estimated valuation of $3 hillion-$4
billion, and we estimate that it represents around 2 times
2015 sales. This is at the low end of historical transactions
in the industry, and we believe this reflects a lack of
competitive interest from other multinational brewers.
Although we don't think the sale price maximises value for
Anheuser-Busch shareholders, any value leakage is
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minimal, and does not affect our $126 and EUR 112
respective fair value estimates for the ADRs and ordinary
shares. In the context of the bigger picture, we think the
deal was worth doing at this price, from AB InBev's
perspective, in order to push through the acquisition of
SABMiller. Our wide moat rating for AB InBev remains
intact, and we think the purchase of SABMiller is likely to
enhance the firm's cost advantage.

The sale of Grolsch and Peroni should help clear the way
for regulatory approval for the SABMiller acquisition in the
European Union. We have identified the Netherlands as
being the market most likely to cause antitrust issues, as
AB InBevand SABMiller hold a combined 30% market share.
Grolsch holds a share of around 13%, so its disposal should
eliminate antitrust concerns. In Italy, the combined share of
thetwo firmsisaround 27%; thisis slightly less problematic,
but is still likely to raise antitrust concerns. Peroni holds
around 25% volume share.

This latest development is a significant step forward for the
completion of the SABMiller acquisition, but outstanding
issues remain. We suspect that SABMiller's 49% stake in
CR Snow, its Chinese joint venture with China Resources
Enterprise, will be divested, most likely to CRE. We assume
an EBITDA multiple of 15 times, a level we think is fair for
the joint venture, which enjoys faster growth but is less
profitable than MillerCoors. In the United Kingdom, the
potential sale of the Meantime brand is ongoing. Any
transaction will be immaterial to the SABMiller acquisition,
and we suspect the brand may remain in the AB InBev
portfolio. We would also notbe surprised to see adivestiture
of SABMiiller's Eastern European business, excluding its
stake in Efes. The rationale behind AB InBev's purchase of
SABMilleris gaining access to fast-growth frontier markets
in Africa, and cutting costs globally. We think the Eastern
European markets are structurally less attractive than most
of AB InBev's existing core markets, and would provide an

unwelcome distraction at a time when management will be
focused on a global integration. Therefore, we would not
be surprised if asset sales in the region were the final piece
of the jigsaw for the closing of this mammoth acquisition.
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Morningstar Analyst Forecasts
Financial Summary and Forecasts
Fiscal Year Ends in March Forecast
3-Year 5-Year
Growth (% YoY) Hist. CAGR 2013 2014 2015 2016 2017 Proj. CAGR
Revenue 3.1 8.6 9.0 -14 0.5 4.9 36
EBIT 1.2 10.7 40 -9.8 -8.7 17.1 55
EBITDA 1.5 8.1 6.9 -95 -9.7 14.9 45
Net Income 48 27.1 36 -12.6 -11.8 16.7 42
Diluted EPS 39 254 2.7 -12.8 -12.3 16.1 37
Earnings Before Interest, after Tax -1.5 10.2 -10.6 -3.1 -7.2 14.6 47
Free Cash Flow 73.1 99.0 -40.0 334.0 -94 6.5 58
3-Year 5-Year
Profitability Hist. Avg 2013 2014 2015 2016 2017 Proj. Avg
Operating Margin % 33.0 344 328 319 29.0 32.3 33.0
EBITDA Margin % 39.9 40.7 39.9 39.0 35.0 38.3 38.9
Net Margin % 20.1 212 20.1 19.0 16.7 18.5 185
Free Cash Flow Margin % 106 7.7 42 19.8 17.9 18.1 19.8
ROIC % 11.1 11.9 112 10.3 9.9 11.3 12.0
Adjusted ROIC % 30.7 316 315 29.2 28.0 31.3 324
Return on Assets % 7.8 10.9 6.5 6.0 55 6.4 6.5
Return on Equity % 22.6 315 18.4 18.0 17.2 195 194
3-Year 5-Year
Leverage Hist. Avg 2013 2014 2015 2016 2017 Proj. Avg
Debt/Capital 0.51 0.49 0.51 0.54 0.53 0.51 0.51
Total Debt/EBITDA 2.81 2.80 2.72 291 311 2.60 2.58
EBITDA/Interest Expense 7.01 6.36 8.21 6.46 870 941 870
Valuation Summary and Forecasts Discounted Cash Flow Valuation
2014 2015 2016(E)  2017(E) ~ FirmValue  Per Share
USD Mil (%) Value
Price/Fair Value 1.05 1.02 — —
Price/Earnings 18.8 %63 w7 %5 E:ZZ:E zZ:EE :zgz :I 122:322 1115535 ggi
EV/EBITDA 12.2 14.4 16.5 14.3 ' ' ’
EV/EBIT 129 176 19.9 170 PresenF Value Stage Il 90,214 358 54.07
. Total Firm Value 251,710 100.0 150.87
Free Cash Flow Yield % 53 47 35 39
Dividend Yield % 40 31 32 )
Cash and Equivalents 6,978 — 418
Debt -49,466 — -29.65
Key Valuation Drivers Preferred Stock _ _ _
Cost of Equity % 8.5 Other Adjustments 2,713 — -1.63
Pre-Tax Cost of Debt % 58  EquityValue 206,509 — &n
Weighted Average Cost of Capital % 75
Long-Run Tax Rate % 250 Projected Diluted Shares 1,668
Stage Il EBI Growth Rate % 6.0
Stage Il Investment Rate % 15.0 Fair Value per Share (EUR) -
Perpetuity Year 25

Additional estimates and scenarios available for download at http://select.morningstar.com.

The data in the table above represent base-case forecasts in the company's reporting
currency as of the beginning of the current year. Our fair value estimate may differ from the
equity value per share shown above due to our time value of money adjustment and in cases
where probability-weighted scenario analysis is performed.
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Morningstar Analyst Forecasts
Income Statement (USD Mil)
Fiscal Year Ends in March Forecast

2013 2014 2015 2016 2017

Revenue 43,195 47,063 43,604 43,805 45,969
Cost of Goods Sold 17,594 18,756 17,137 17,980 18,614
Gross Profit 25,601 28,307 26,467 25,825 27,355
Selling, General & Administrative Expenses 9,482 10,924 10,515 11,498 10,797
Other Operating Expense (Income) -1,160 -1,386 -1,032 -1,008 -1,057
Other Operating Expense (Income) -294 -9 -10 -11 -11
Depreciation & Amortization (if reported separately) 2,735 3,351 3,083 2,650 2,763
Operating Income (ex charges) 14,838 15,427 13912 12,695 14,862
Restructuring & Other Cash Charges — — — — —
Impairment Charges (if reported separately) 31 110 134 — —
Other Non-Cash (Income)/Charges -6,240 197 -136 — —
Operating Income (incl charges) 20,737 15,120 13,914 12,695 14,862
Interest Expense 2,764 2,288 2,631 1,764 1,872
Interest Income 561 969 1,178 366 369
Pre-Tax Income 18,534 13,801 12,461 11,297 13,359
Income Tax Expense 2,016 2,499 2,594 2,598 3,206
Other After-Tax Cash Gains (Losses) — — — — —
Other After-Tax Non-Cash Gains (Losses) — — — — —
(Minority Interest) -2,124 -2,086 -1,594 -1,405 -1,640
(Preferred Dividends) — — — — —
Net Income 14,394 9,216 8273 7,294 8513
Weighted Average Diluted Shares Outstanding 1,650 1,665 1,668 1,677 1,686
Diluted Earnings Per Share 8.72 5.54 4.96 4.35 5.05
Adjusted Net Income 9,137 9,467 8,271 7,294 8513
Diluted Earnings Per Share (Adjusted) 5.54 5.69 4.96 4.35 5.05
Dividends Per Common Share 3.32 3.90 419 343 3.54
EBITDA 23,472 1841 16,997 15,345 17,626
Adjusted EBITDA 17,573 18,778 16,995 15,345 17,626
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Morningstar Analyst Forecasts

Balance Sheet (USD Mil)

Fiscal Year Ends in March Forecast

2013 2014 2015 2016 2017
Cash and Equivalents 9,839 8,357 6,923 5283 3,856
Investments 123 301 55 45 47
Accounts Receivable 2,935 3,363 3241 3029 3172
Inventory 2,950 2,974 2,862 3096 3242
Deferred Tax Assets (Current) — — — — —
Other Short Term Assets 2,843 3,546 5213 2,431 2,544
Current Assets 18,690 18,541 18,294 13,883 12,861
Net Property Plant, and Equipment 20,889 20,263 18,952 21,471 23,654
Goodwill 69,927 70,758 65,061 65,061 65,061
Other Intangibles 29,338 29,923 29,677 29,327 28,977
Deferred Tax Assets (Long-Term) 1,180 1,058 1,181 1,181 1,181
Other Long-Term Operating Assets 1,642 2,007 1,470 1,773 1,847
Long-Term Non-Operating Assets — — — — —
Total Assets 141,666 142,550 134,635 132,696 133,581
Accounts Payable 9,834 10,913 11,616 11,937 12,596
Short-Term Debt 5,365 2,957 5,925 6,555 7,282
Deferred Tax Liabilities (Current) — — — — —
Other Short-Term Liabilities 7,941 8,803 10,915 8,494 8,681
Current Liabilities 23140 22,673 28,456 26,986 28,559
Long-Term Debt 43,761 48,165 43,541 41,119 38,545
Deferred Tax Liabilities (Long-Term) 12,841 12,701 11,961 11,961 11,961
Other Long-Term Operating Liabilities 6,616 4,754 4,958 6,109 6,137
Long-Term Non-Operating Liabilities — — — — —
Total Liabilities 86,358 88,293 88,916 86,175 85,202
Preferred Stock — — — — —
Common Stock 1,735 1,736 1,736 1,736 1,736
Additional Paid-in Capital 17,608 17,620 17,620 17,630 17,640
Retained Earnings (Deficit) 31,004 35174 35,949 36,678 38,381
(Treasury Stock) — — — — —
Other Equity 18 -4,558 -13,168 -13,168 -13,168
Shareholder's Equity 50,365 49,972 42,137 42,876 44,589
Minority Interest 4,943 4,285 3,582 3,645 3,790
Total Equity 55,308 54,257 45,719 46,521 48,379
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Morningstar Analyst Forecasts
Cash Flow (USD Mil)
Fiscal Year Ends in March Forecast

2013 2014 2015 2016 2017

Net Income 16,518 11,302 9,867 8,699 10,153
Depreciation 2,401 2,967 2,715 2,300 2413
Amortization 334 384 368 350 350
Stock-Based Compensation 240 249 221 200 200
Impairment of Goodwill 341 110 134 — —
Impairment of Other Intangibles — — — — —
Deferred Taxes — — — — —
Other Non-Cash Adjustments 6,183 -1,225 521 — —
(Increase) Decrease in Accounts Receivable -25 -371 -138 212 -143
(Increase) Decrease in Inventory -129 -354 -424 -234 -147
Change in Other Short-Term Assets — — — 2,782 -113
Increase (Decrease) in Accounts Payable 1,020 1,540 2,348 321 659
Change in Other Short-Term Liabilities -653 -458 -449 -2421 187
Cash From Operations 13,864 14,144 14121 12,209 13,559
(Capital Expenditures) -3,869 -4,395 -4,749 -4,818 -4,597
Net (Acquisitions), Asset Sales, and Disposals -13,237 -6,584 -109 — —
Net Sales (Purchases) of Investments — — — 10 2
Other Investing Cash Flows 6,825 -173 72 848 -46
Cash From Investing -10,281 -11,152 -4,930 -3,960 -4,645
Common Stock Issuance (or Repurchase) 73 83 -995 10 10
Common Stock (Dividends) -6,253 -7,400 -7,966 -6,565 -6,810
Short-Term Debt Issuance (or Retirement) — — — 630 727
Long-Term Debt Issuance (or Retirement) 4,458 3,223 457 -2422 -2574
Other Financing Cash Flows 2,063 239 177 -1,542 -1,694
Cash From Financing 3 -3,855 -9,281 -9,889 -10,342
Exchange Rates, Discontinued Ops, etc. (net) -1,142 -654 -1,316 — —
Net Change in Cash 2,782 -1517 -1,406 -1,640 -1,427
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Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Valuation Analysis

Price/Earnings EV/EBITDA Price/Free Cash Flow Price/Book Price/Sales
Company/Ticker PrIC%FEg 2015 2016(E)  2017(E) 2015 2016(F)  2017(E) 2015 2016(F)  2017(E) 2015 2016(F)  2017(F) 2015 2016(F)  2017(F)
SABMiller PLC 1.04 228 — 327 107 — 1.3 349 — 18.1 30 — 2.3 42 — 4.4
Heineken NV 1.06 215 220 205 127 1.6 1.2 246 285 209 3.4 35 36 22 22 22
Molson Coors Brewing Co 1.21 250 26.1 213 116 13.1 88 432 22.0 17.7 26 22 2.1 5.1 3.9 1.8
Average 25.1 25.1 248 137 12.4 104 342 253 18.9 3.0 29 2.7 38 31 28
Anheuser-Busch Inbev SA 1.06 26.3 307 265 144 165 143 213 284 234 4.7 49 47 4.6 48 46
Returns Analysis

ROIC % Adjusted ROIC % Return on Equity % Return on Assets % Dividend Yield %

e At

Company/Ticker (Mil) 2015 2016(E)  2017(E) 2015 2016(F)  2017(E) 2015 2016(E)  2017(E) 2015 2016(E)  2017(E) 2015 2016(E)  2017(E)
SABMiiller PLC —USD 10.5 12.0 11.7 172 19.1 185 13.3 11.4 11.6 6.7 6.0 6.3 2.5 — 2.5
Heineken NV 37,883 EUR 10.2 11.5 11.9 19.0 21.1 21.6 14.6 15.6 16.2 52 56 56 2.0 1.9 1.9
Molson Coors Brewing Co 12,276 USD 6.0 58 6.6 74 8.3 10.2 48 85 10.0 2.7 3.8 39 1.7 1.5 1.7
Average 8.9 9.8 10.1 14.5 16.2 16.8 109 11.8 12.6 49 5.1 8.3 2.1 1.7 20
Anheuser-Busch Inbev SA 134,635 UsD 10.3 9.9 1.3 292 28.0 313 180 17.2 19.5 6.0 5.5 64 4.0 31 32
Growth Analysis

Revenue Growth % EBIT Growth % EPS Growth % Free Cash Flow Growth % Dividend/Share Growth %

Last Historical Year

Company/Ticker Rev?l?/lL\!Ie) 2015 2016(E)  2017(E) 2015 2016(F)  2017(E) 2015 2016(E)  2017(E) 2015 2016(E)  2017(E) 2015 2016(E)  2017(E)
SABMiiller PLC 16,534 USD -1.0 -8.8 6.6 5.7 -17.1 15.6 39 -183 52 57.0 346 415 35 -7.8 11.0
Heineken NV 20,511 EUR 6.5 38 34 1.8 23.9 32 121 32.7 74 6.6 19.6 237 264 -0.8 8.1
Molson Coors Brewing Co 3,568usD : -14.0 564 1132 -174 41.7 41.0 -9.0 -4.8 324 -606 -2444.5 -115.5 10.7 — 4.4
Average -2.8 17.1 41.1 -3.3 16.2 19.9 23 32 15.0 1.0 -7968 -44.4 13.5 4.3 7.8
Anheuser-Busch Inbev SA 43,604 usp -14 0.5 4.9 -9.8 -8.7 17.1 © 128 -12.3 16.1 = 334.0 -94 6.5 74  -180 32
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Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Profitability Analysis

Gross Margin % EBITDA Margin % Operating Margin % Net Margin % Free Cash Flow Margin %
Last Historical Year
Company/Ticker et lnc(?\;lqﬁ 2015 2016(E)  2017(E) 2015 2016(E)  2017(E) 2015 2016(E)  2017(E) 2015 2016(E)  2017(E) 2015 2016(E)  2017(E)
SABMiller PLC 3618usD : 725 738 718 431 406 430 357 325 362 N9 197 195 - 120 255 244
Heineken NV 1,639EUR = 60.4 616  61.1. 216 24.1 240 . 142 16.9 16.9 8.0 10.0 9.9 9.0 7.8 10.3
Molson Coors Brewing Co 700 UsD 394 425 400 332 30.1 212 243 22.1 146 © 196 12.8 85 118 17.6 10.3
Average 57.4 593 576 326 316 294 247 238 222 165 142 126 109 17.0 15.0
Anheuser-Busch Inbev SA 8271usD . 60.7 590 595 390 350 383 39 290 323 190 16.7 185 @ 215 169 195
Leverage Analysis
Debt/Equity % Debt/Total Cap % EBITDA/Interest Exp. Total Debt/EBITDA Assets/Equity
e D
Company/Ticker (Mil) 2015 2016(E)  2017(F) 2015 2016(E)  2017(E) 2015 2016(E)  2017(E) 2015 2016(E)  2017(E) 2015 2016(E)  2017(E)
SABMiller PLC 12,544 Usp 54.1 53.0 51.1 35.1 34.7 33.8 6.8 58 55 1.8 25 22 1.9 1.9 1.8
Heineken NV 12,597 EUR 93.1 95.1  104.2 48.2 48.7 51.0 9.4 10.8 10.5 28 26 26 28 2.8 3.0
Molson Coors Brewing Co 2,937 Usb 4.7 136.2 1230 29.4 57.7 55.2 10.6 52 4.8 2.5 7.9 51 1.7 26 25
Average 63.0 94.8 928 316 47.0 46.7 8.9 7.3 6.9 24 4.3 3 2.1 24 24
Anheuser-Busch Inbev SA 49,466usp : 1174 111.2 1028  54.0 52.7 50.7 6.5 8.7 94 29 31 26 3.2 31 3.0
Liquidity Analysis
Market Cap Cash per Share Current Ratio Quick Ratio Cash/Short-Term Debt Payout Ratio %

Company/Ticker (Mil) 2015 2016(E)  2017(F) 2015 2016(E)  2017(E) 2015 2016(F)  2017(E) 2015 2016(F)  2017(F) 2015 2016(F)  2017(F)
SABMiller PLC 70,837 GBP 0.59 7.02 8.33 0.59 1.66 2.04 0.45 1.73 1.90 0.49 3.91 4.34 51.7 53.6 51.8
Heineken NV 47,557 EUR 1.83 2.31 155 073 092 086 052 066 060 064 2.39 1.29 - 48.0 415 418
Molson Coors Brewing Co 21,627 usb 231 914 1024 1.03 2.13 2.1 0.89 1.77 1.76 - 1501 6376 7637 = 844 455 359
Average 1.58 616 671 078 1.64 1.67 062 1.39 142 538 2335 2733 614 469 432
Anheuser-Busch Inbev SA 188,566 tUR :  4.15 315 229 064 051 045 054 040 034 117 081 053  96.3 90.0 800
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We believe that a company’s intrinsic worth results
from the future cash flows it can generate.

The Morningstar Rating for stocks identifies stocks
trading at a discount or premium to their intrinsic
worth—or fair value estimate, in Morningstar
terminology. Five-star stocks sell for the biggest
risk-adjusted discount to their fair values, whereas
1-star stocks trade at premiums to their intrinsic
worth. Four key components drive the Morningstar
rating: our assessment of the firm's economic moat,
our estimate of the stock’s fair value, our uncertainty
around that fair value estimate and the current
market price. This process ultimately culminates

in our single-point star rating. Underlying this
rating is a fundamentally focused methodology

and a robust, standardized set of procedures

and core valuation tools used by Morningstar’s
equity analysts.

p of Our Methodology
Economic Moat™ Rating

Moat Trend™ Rating

Moat Valuation

Three-Stage Discounted Cash Flow
Weighted Average Cost of Capital
Fair Value Estimate

Scenario Analysis

Uncertainty Ratings

Margin of Safety

Consider Buying/Selling
Stewardship Rating

Y VY VY Y VY VYV VYV VYO

The concept of the Morningstar Economic Moat™
Rating plays a vital role not only in our qualitative
assessment of a firm's investment potential, but
also in our actual calculation of our fair value
estimates. We assign three moat ratings—none,
narrow, or wide—as well as the Morningstar Moat
Trend™ Rating—positive, stable, or negative—to
each company we cover. Companies with a narrow
moat are those we believe are more likely than not
to achieve normalized excess returns on invested
capital over at least the next 10 years. Wide-moat
companies are those in which we have very

high confidence that excess returns will remain for

10 years, with excess returns more likely than not
to remain for at least 20 years. The longer a firm
generates economic profits, the higher its intrinsic
value. The assumptions that we make about a firm’s
economic moat play a vital role in determining

the length of “economic outperformance” that we
assume in the terminal sections of our valuation
model. To assess the sustainability of excess profits,
analysts perform ongoing assessments of what we
call the moat trend. A firm’s moat trend is positive
in cases where we think its sources of competitive
advantage are growing stronger; stable where we
don't anticipate changes to competitive advantages
over the next several years; or negative when we
see signs of deterioration.

At the heart of our valuation system is a detailed
projection of a company’s future cash flows. The first
stage of our three-stage discounted cash flow model
can last from 5 to 10 years and contains numerous
detailed assumptions about various financial and
operating items. The second stage of our model—
where a firm's return on new invested capital
(RONIC) and earnings growth rate implicitly fade
until the perpetuity year—can last anywhere from
one year (for companies with no economic moat)

to 10-15 years (for wide-moat companies). In our
third stage, we assume the firm's RONIC equals its
weighted average cost of capital, and we calculate
a continuing value using a standard perpetuity
formula. In deciding on the rate at which to discount
future cash flows, we use a building block approach,

Morningstar Research Methodology for Valuing Companies

Economic Moat
Financial Health
Stewardship
Uncertainty
Moat Trend

Morningstar Fair Value

Margin of Safety
Market Pricing

Morningstar Rating™ For Stocks
2. 2.2.8.8 ¢
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Comprehensive Equity Research Methodology
Uncertainty Methodology

Cost of Equity Methodology

Morningstar DCF Valuation Model
Stewardship Rating Methodology

*Please contact a sales representative
for more information.

which takes into account expectations for market
real return, inflation, country risk premia, corporate
credit spread, and any additional systematic risk.

We also employ a number of other tools to augment
our valuation process, including scenario analysis,
where we assess the likelihood and performance

of a business under different economic and
firm-specific conditions. Our analysts model three
scenarios for each company we cover, stress-
testing the model and examining the distribution of
resulting fair values.

The Morningstar Uncertainty Rating captures the
range of likely potential fair values and uses

it to assign the margin of safety required before
investing, which in turn explicitly drives our stock
star rating system. The Uncertainty Rating repre-
sents the analysts’ ability to bound the estimated
value of the shares in a company around the

Fair Value Estimate, based on the characteristics
of the business underlying the stock, including

operating and financial leverage, sales sensitivity
to the overall economy, product concentration,
pricing power, and other company-specific factors.

Our corporate Stewardship Rating represents our
assessment of management’s stewardship of
shareholder capital, with particular emphasis on
capital allocation decisions. Analysts consider
companies’ investment strategy and valuation,
financial leverage, dividend and share buyback
policies, execution, compensation, related party
transactions, and accounting practices. Corporate
governance practices are only considered if
they've had a demonstrated impact on shareholder
value. Analysts assign one of three ratings:
“Exemplary,” “Standard,” and “Poor.” Analysts judge
stewardship from an equity holder’s perspective.
Ratings are determined on an absolute basis.
Most companies will receive a Standard rating,
and this is the default rating in the absence of
evidence that managers have made exceptionally
strong or poor capital allocation decisions. Il

Morningstar Margin of Safety and Star Rating Bands

Price/Fair Value

o 1 Star

© 2 Star

3 Star
4 Star
5 Star
Low Medium High Very High*
* Occasionally a stock’s uncertainty will be too high for us to estimate, in which case we label it Extreme
Source: Morningstar, Inc.
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The Morningstar Rating for stocks identifies stocks trading
at a discount or premium to their intrinsic value. Five-star
stocks sell for the biggest risk-adjusted discount whereas
one-star stocks trade at premiums to their intrinsic value.
Based on a fundamentally focused methodology and a
robust, standardized set of procedures and core valuation
tools used by Morningstar's Equity Analysts, four key
components drive the Morningstar Rating: 1. Assessment
of the firm's economic moat, 2. Estimate of the stock's fair
value, 3. Uncertainty around that fair value estimate, and 4.
Current market price. Further information on Morningstar's
methodology is available from http://global.morningstar.
com/equitydisclosures.

This Report is current as of the date on the Report until it is
replaced, updated or withdrawn. This Report may be
withdrawn or changed at any time as other information
becomes available to us. This Report will be updated if
events affecting the Report materially change.

Conflicts of Interest:

-No material interests are held by Morningstar or the Equity
Analyst in the financial products that are the subject of the
Reports.

-Equity Analysts are required to comply with the CFA
Institute's Code of Ethics and Standards of Professional
Conduct.

-Equity  Analysts" compensation is derived from
Morningstar's overall earnings and consists of salary, bonus
and in some cases restricted stock.

-Equity Analysts do not have authority over Morningstar's
investment management group's business arrangements
nor allow employees from the investment management
group to participate or influence the analysis or opinion
prepared by them. Morningstar will not receive any direct
benefit from the publication of this Report.

- Morningstar does not receive commissions for providing
research and does not charge companies to be rated.

-Equity Analysts use publicly available information.
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-Morningstar may provide the product issuer or its related
entities with services or products for a fee and on an arms’
length basis including software products and licenses,
research and consulting services, data services, licenses to
republish our ratings and research in their promotional
material, event sponsorship and website advertising.

-Further information on Morningstar's conflict of interest
policies is available from http://global.morningstar.com/
equitydisclosures.

If you wish to obtain further information regarding previous
Reports and recommendations and our services, please
contact your local Morningstar office.

Unless otherwise provided in a separate agreement, you
may use this Report only in the country in which the
Morningstar distributor is based. Unless stated otherwise,
the original distributor of this document is Morningstar Inc.
Redistribution, in any capacity, is prohibited without
permission. The information, data, analyses and opinions
presented herein do not constitute investment advice; are
provided solely forinformational purposes and therefore are
not an offer to buy or sell a security; and are not warranted
to be correct, complete or accurate, nor may they be
construed as a representation regarding the legality of
investing inthe security/ies concerned, under the applicable
investment or similar laws or regulations of any person or
entity accessing this report. The opinions expressed are as
of the date written and are subject to change without notice.
Except as otherwise required by law, Morningstar, its
affiliates, and their officers, directors and employees shall
not be responsible or liable for any trading decisions,
damages or other losses resulting from, or related to, the
information, data, analyses or opinions or their use. You
should seek the advice of your financial, legal, tax, business
and/or other consultant, and read all relevant issue
documents pertaining to the security/ies concerned,
including without limitation, the detailed risks involved in

the investment, before making an investment decision.

Please note that investments in securities are subject to
market and other risks and there is no assurance or
guarantee that the intended investment objectives will be
achieved. Past performance of a security may or may not be
sustained
performance. As the price / value / interest rate of a security
fluctuates, the value of your investments in the said security,
and in the income, if any, derived therefrom may go up or

in future and is no indication of future

down.

For Recipients in Australia: This report has been authorized
by the Head of Equity and Credit Research, Asia Pacific,
Morningstar Australasia Pty Limited and is circulated
pursuant to RG 79.26(f) as a full restatement of an original
report (by the named Morningstar analyst) which has
already been broadly distributed. To the extent the report
contains general advice it has been prepared without
reference to your objectives, financial situation or needs.
You should consider the advice in light of these matters and,
if applicable, the relevant Product Disclosure Statement
before making any decision to invest. Referto our Financial
Services Guide (FSG) for more information at www.
morningstar.com.au/fsg.pdf.

For Recipients in Hong Kong: The research is distributed by
Morningstar Investment Management Asia Limited, which
is regulated by the Hong Kong Securities and Futures
Commission to provide services to professional investors
only. Neither Morningstar Investment Management Asia
Limited, norits representatives, are acting or will be deemed
to be acting as an investment advisor to any recipients of
this information unless expressly agreed to by Morningstar
Investment Management Asia Limited. For enquiries
regarding this research, please contact a Morningstar
Investment Management Asia Limited Licensed Representative
at http://global.morningstar.com/equitydisclosures.
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For Recipients in India: This research on securities [as  Research.

defined in clause (h) of Section 2 of the Securities Contracts
(Regulation) Act, 1956], such research being referred to for
the purpose of this document as “Investment Research”, is
issued by Morningstar Investment Adviser India Private
Limited.

Morningstar Investment Adviser India Private Limited is
registered with the Securities and Exchange Board of India
under the SEBI (Investment Advisers) Regulations, 2013,
vide Registration number INAO0O0001357, dated March 27,
2014, and in compliance of the aforesaid regulations and
the SEBI (Research Analysts) Regulations, 2014, it carries
on the business activities of investment advice and
research. Morningstar Investment Adviser India Private
Limited has not been the subject of any disciplinary action
by SEBI or any other legal/regulatory body. Morningstar
Investment Adviser India Private Limited is a wholly owned
subsidiary of Morningstar Associates LLC, which is a part
of the Morningstar Investment Management group of
Morningstar, Inc., and Morningstar, Inc. is a leading provider
of independent investment research that offers an extensive
line of products and services for individual investors,
financial advisors, asset managers, and retirement plan
providers and sponsors. In India, Morningstar Investment
Adviser India Private Limited has only one associate, viz.,
Morningstar India Private Limited, and this company
predominantly carries on the business activities of providing
data input, data transmission and other data related
services, financial data analysis, software development etc.

The author/creator of this Investment Research (“Research
Analyst”) or his/her associates or his/her relatives does/do
not have (i) any financial interest in the subject company;
(i) any actual/beneficial ownership of one per cent or more
securities of the subject company, at the end of the month
immediately preceding the date of publication of this
Investment Research; and (iii) any other material conflict of
interest at the time of publication of this Investment

The Research Analyst or his/her associates or his/her
relatives has/have not received any (i) compensation from
the subject company in the past twelve months; (ii)
compensation for products or services from the subject
company in the past twelve months; and (iii) compensation
or other material benefits from the subject company or third
party inconnection with this Investment Research. Also, the
Research Analyst has not served as an officer, director or
employee of the subject company.

The terms and conditions on which Morningstar Investment
Adviser India Private Limited offers Investment Research to
clients, varies fromclient to client, and are spelt out in detail
in the respective client agreement.
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