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Fitch Ratings: Carlsberg's Share Buyback Will Not Impact
Leverage Trend

Fitch Ratings-Moscow-06 February 2019: The recent announcement by the world's third-largest
international brewer, Carlsberg A/S, to initiate a share buyback programme, should have no
negative impact on the rating of its 100%-owned subsidiary, Carlsberg Breweries A/S
(BBB+/Stable), Fitch Ratings says. The decision is in line with the company's capital allocation
principles. It follows three years of deleveraging and strong free cash flow generation, which we
reflected in our rating upgrade to 'BBB+' from 'BBB' in June 2018.
On 6 February 2019, Carlsberg A/S announced a share buyback programme of DKK4.5 billion to
be conducted over the next 12 months. The company also announced that the Supervisory Board
will recommend a 13% increase in dividend per share, leading to total cash returns to
shareholders for the year of DKK7.2 billion.
Fitch expects that these distributions to shareholders will be largely funded by internally
generated cash flow and therefore will not lead to material re-leveraging in 2019. We project that
despite these disbursements Carlsberg Breweries A/S will retain sufficient headroom within its
internal leverage target of net debt-to-EBITDA of below 2x and Fitch's negative rating sensitivity
of funds from operations-(FFO) adjusted net leverage of 3.0x (2017: 2.1x; our 2018 preliminary
calculations: under 2.0x). This will allow the company to continue pursuing bolt-on M&A to
capture growth opportunities in Asia, where beer consumption is increasing.
Our rating case also continues to incorporate the assumption that Carlsberg Breweries A/S would
increase its stake in Vietnamese brewer Habeco by end-2020, which would solidify its position in
the region. Under these assumptions, we expect Carlsberg Breweries A/S's FFO adjusted net
leverage to remain below 2.5x over 2019-2020.
Carlsberg Breweries A/S's 'BBB+' rating remains underpinned by our expectation that the
company will maintain a conservative financial policy and will be able to sustain the stronger
levels of profit and cash flow generation achieved over 2016-2018. We assume modest organic
revenue and profit growth but good flexibility to react to industry challenges, such as currency
movements, increases in raw materials costs and rising competition in the company's markets of
operation.
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factual information relied upon by it in accordance with its ratings methodology, and obtains
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respect to financial statements and attorneys with respect to legal and tax matters. Further,
ratings and forecasts of financial and other information are inherently forward-looking and
embody assumptions and predictions about future events that by their nature cannot be verified
as facts. As a result, despite any verification of current facts, ratings and forecasts can be
affected by future events or conditions that were not anticipated at the time a rating or forecast
was issued or affirmed.
The information in this report is provided "as is" without any representation or warranty of any
kind, and Fitch does not represent or warrant that the report or any of its contents will meet any of
the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness
of a security. This opinion and reports made by Fitch are based on established criteria and
methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports
are the collective work product of Fitch and no individual, or group of individuals, is solely
responsible for a rating or a report. The rating does not address the risk of loss due to risks other
than credit risk, unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale
of any security. All Fitch reports have shared authorship. Individuals identified in a Fitch report
were involved in, but are not solely responsible for, the opinions stated therein. The individuals
are named for contact purposes only. A report providing a Fitch rating is neither a prospectus nor
a substitute for the information assembled, verified and presented to investors by the issuer and
its agents in connection with the sale of the securities. Ratings may be changed or withdrawn at
any time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice
of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not
comment on the adequacy of market price, the suitability of any security for a particular investor,
or the tax-exempt nature or taxability of payments made in respect to any security. Fitch receives
fees from issuers, insurers, guarantors, other obligors, and 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.
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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.

Fitch Updates Terms of Use & Privacy Policy
We have updated our Terms of Use and Privacy Policies which cover all of Fitch Group's websites.
Learn more.
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