
Tapping a New Market

email: abcsi@abcapital.com.ph
website: www.abcapitalonline.com

AB Capital Securities Inc.
8th Floor, Phinma Plaza
39 Plaza Drive, Rockwell Center,
Makati City, Philippines
Tel: 898-7555
Fax: 898-7595, 898-7597

Pepsi Cola Philippines (PIP) BUY

The information contained herein is based on sources which we believe reliable but is not guaranteed by us and is not to be considered all inclusive. It is not to be construed as an offer or
solicitation of an offer to sell or buy the securities herein mentioned. This firm and/or members of their families may have a position in the securities herein mentioned and may make
purchases and/or sales of the securities from time to time in the open market and otherwise.

Maria Arlysa E. Narciso
Equities Analyst
898-7584

Summary

Investing in Pepsi-Cola Philippines Inc. (PIP) is to be considered due to
its growth prospects in the Non-Carbonated Beverage (NCB) market
and its sizeable share in the broad Carbonated Softdrink (CSD) market.
Among other comparable companies, the cost of investing in Pepsi-
Cola Philippines is relatively cheap.

• PIP is a licensed bottler of PepsiCo beverages in the Philippines.
Carrying a strong brand name, Pepsi-Cola Philippines will remain in
one of the top spots in the beverage industry.

• Pepsi-Cola will remain a defensive investment as demand for beverages
will stay strong. Growth is driven by its emerging NCB segment while
its CSD products will continue to contribute a steady share of revenues.

• The company is virtually debt free with a 0.03 Debt-to-Equity ratio.
They gave out dividends of Php0.10 this November. In the succeeding
years, up to 50% of annual net income will be paid out as dividends.
Both P/E and P/B ratios of Pepsi-Cola are attractive compared to its
comparable companies. Its return on equity is significantly higher than
the beverage industry and market average.

• In the long run, revenues from the CSD segment will remain steady
due to the maturity of the market. Growth will be fueled by the NCB
segment.

• With a discount of 131% to its fair value, PIP would be a cheap
investment. Trading at a price of Php0.65 per share and with a WACC
of 11.20%, the fair value arrived for PIP is Php1.50 per share. Compared
to an average P/E of 16.4x for its peer companies in the region, the
company has a P/E ratio of 3.1x. Its ROE is high at 14.41% against an
average of 8.17% to 12.9% for both the beverage industry and the
market.

• Gross profit margin for fiscal year 2008 declined slightly due to factors
such as rising costs, competition, and weather disturbances. But as
inflation levels temper, cost of goods sold and expenses will drop.
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