Anheuser gives sunnier forecast to analysts

{Condinued fram Page 1)

"Anhauser-Busch's top priority in 2005
has been to restors volume and markat
share growth momenturn,” A-B vice prasi-
dent and CF2 W. Randolph Baker told
investors and analysts at the presantation.
“We implemented a number of domestic
bear iniiatives to accomplish this objective
and we are seaing prograss,"

According to the company, financial
rasultz have been impacted by significant
commodity cost pressures, higher invest-
meant in markating, and the company's ini-
tiative 1o reduce promotional price prami-
ums to compedition as part of itz strategy to
restore itz wolume and market shars
mamentum. The company said it continuas
to expect earnings per share for the full
year 2005 to be down approximately 10 to
11 parcant, excluding one-time itamsa.

"With market share and volume trends
now improving, our objectives for 2006
include achieving balancad volume and
revenue per barral growth and stimulating
cateqory growth,” said Bakar, The compa-
ny has announced plans to implement
price increases and discount reductions on
the majority of volumea in early 2006 and
considers the domestic besr pricing out-
look to be favorable for next year.

"While cost pressures are expactad to
continue, we expect to return to eamings
per share growth in 2006," Baker contin-
ued. "Claarly, Anhauser-Busch has experi-
encad significart challenges in 2005, but
the company's substantial competitive
advantages in domestic beer provide a
strong foundation for long-term succass
and the company is well positionad in inter-
national beer for long-term growth through
our impartant markst pesitions in China
and Mexico"

Analyst Mark Swartzberg of Stifel
Micolaus & Compary, Incorporated (for-
merly Lagg Mason) reports that A-B 40
shipmants to retailers are up approxdmate-
Iy 3%, after five consecutive quarters in
which shipments wera flat or down.

“At a minimumn, we taks thiz as proof that
shipmant frends have stabilized” Mr.
Swartzberg wrote in a recent irvestment
nota, “Most importantly, in tha mind of A-B
management, this is likely encouraging vis-
a-vis their plans to retake industry leader-
ship on price growth. For example, the
company again emphasized that Bud
Light's price gap with Miller Lite has bean

successfully namowed to tameted lavels,
and that the gap remaing largaly stabla”
Regarding marketing spend, Mr.
Swartzberg noted that Anheauser-Busch is
lzoking to make a slight increase.
“[Anhauser-Busch] emphasized that the
absolute level of spending iz the more
important metric than rates of growth,” Mr.
Swartzbarg wrota, "[Since] it spends mult-
ples of ite competitors’ levels on a per-bar-
rel basis. In follow-up conversations with
managem ent, we ware told the company is
not sure tha maessage behind Bud Light is
on-target encugh to justify a higher level of
brand spend. This is reasonable and some-
thing we would not challange.. but we do
believe that the short-term risk of wasting
money is typically superior to the risk of
compounding momentum problems”

At the analysts mesating, chief financial
officar Baker said A-B will push price
increases and cut discounts next year.

Analyst Swartzberg said “the compary's
optimizm about improved net revenue per
barrel trends is  well-founded” Mr.
Swartzberg said his analysis supportad A-
B'z pradiction of revenua par-barral growth,
which is projectad to be in the neighbor-
hood of 1.5%-2.0%.

And Mr. Swartzberg said a rizing price
tide may lift all boats, *Miller is likaly to fol-
low A-B, in our view,” ha wrote in his note,
“This much is suggested by Miller acting as
the leader in several markets this fall,
including Florida. We think this is sympto-
matic of an attitude change at Miller, not
only accepting A-B's price leadership, but
actually supporting it, given its own aarn-
ings disappointments in 20057

Stifel Micolaus analysts stood by Mr
Bakar's plan to cut discounts, “If A-B axpe-
rencas disappointing share and volume
trends in 2006 versus plan, we expact it to
respond through measures other than
matarially stepped-up discounting,” Mr.
Swartzbarg wrote. “We believe that the
financial pain of discounting in 2005 has
excaaded A-B's axpactations, incraasing its
resolve to lead on prices. A =ilver lining in
the discourting of 2005 is that it appears
that the beer category is less elastic than
industry leadars previously balisved”

In a bulleting Mr. Swartzberg concludead,
“We continue to believe that a period of
negative earnings revisions [for A-B] has
anded due largely to our belief that new
pricing will stick.”
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A-B Sales of San Diego
receives retail award

The California Irdependant Grocars and
Convaniencs Shores Association recently -
ognized Anheusar-Busch Sales of San Diego
as its 2005 Supplier of the Year. The group said
that the award goss to the company that has
demonsirated "above and beyond® sarvics to
the over 500 comanience stores and ndapand-
ent rmarkets, and for “outstanding saks and
samnvica” The Award was presented at tha 10th
Annual IGCS Banguet hakd at the Marrictt Hotel
& Marina in San Diego. In the photo above, Ms,
Denee Cooper, vies prasident and genaral
marager of AR Sakes of San Diego accapts the
award from the 1GCS President Auday Arabo.
At right is Tim Tucker, A-B Saks of San Diego's
director of sales, off-pramiss,

HUSA renews contract
with Satellite Logistics

Heingkan USA recenty renewed its
agreameant with the Satellite Logistics
Group to provide full-product distribution
from four of itz warshouses to supply sev-
aral regicns in the L5, Satellite said HUSA
will becomea one of the first companies to
use its new on-line service to monitor
inventories and shipping status.

This confract, which runs through 2008,
coincides with the brewer's current agree-
rmarit with Satellite Ledistics Group to rman-
age its entire LS. keg return oparation.

“Satellite Logistics Group has bsen a
trusted and wvalued partner for Heinekan
USA as we have evolved and refined our
supply chain,” zaid Dan Sullivan of HUSA,
“Crontinuing this relationzhip was important
to us, and we look forward to utilizing the
expertize and support that Satallite
Logistics providas in the coming years”



