Carabao Group: Thailand's Challenger Energy Drink
Brand Faces Growth Inflection

Carabao Group (CBG TB) presents an intriguing value opportunity as Thailand's #2 energy drink

company, trading at a substantial discount to regional peers despite strong fundamentals. The company

commands 26% domestic market share (Grokipedia ) (Asiancenturystocks ) and operates a vertically integrated

manufacturing model, yet faces significant headwinds from regulatory pressure, international expansion
challenges, and a THB 2.9 billion UK subsidiary impairment that raises forensic accounting questions. At 13-

14x trailing P/E versus the industry's 20.5x average, the stock appears to embed substantial pessimism about

international growth prospects. (Asiancenturystocks )

Company history and the "water buffalo" brand

Carabao Group traces its origins to August 2001 when Thai entrepreneur Sathien Setthasit partnered with
Yuenyong Opakul, the legendary lead singer of Thai rock band "Carabao," and Nutchamai
Thanombooncharoen to establish Carabao Tawandang Co., Ltd. with initial capital of just THB 1 million.

The founders cleverly leveraged the iconic band's cultural cachet— "Carabao" means water buffalo in
Tagalog/Filipino, symbolizing strength and resilience — (Bangkok Postto launch their flagship Carabao Dang

energy drink on October 28, 2002.

The company achieved rapid scale, requiring THB 200 million in follow-on investment before
going public on the Stock Exchange of Thailand on November 21,2014 at THB 28 per share.
The IPO raised approximately THB 4.2 billion, representing the second-largest Thai listing that year. Shares
surged 25% on debut to THB 35, reflecting strong investor appetite for the growth story.

Today's product portfolio extends beyond the core Carabao Dang energy drink to include:

e Carabao Green Apple, Mandarin Orange (carbonated variants for international markets)

e Woody C+ Lock (vitamin C drinks, #2 market position with 8.7% share via 85/15 JV) (Asiancenturystocks )

e Carabao Sport (isotonic electrolyte drinks)

¢ RTD coffee, drinking water

¢ Packaging operations (glass bottles, aluminum cans, cartons— vertical integration)

¢ Beer business (Tawandang German Brewery, 300 million liters/year capacity, partnership with Tsingtao)

Geographic revenue breakdown reveals domestic concentration

Carabao derives approximately 73% of revenue from Thailand and 27 % from exports, though management

targets flipping this ratio to 50%-+ international over time. (Asiancenturystocks ) Key export markets include:
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[ Region 2024 Revenue Status
CLMYV (Cambodia, Laos, Myanmar, Vietnam) THB 5.4-5.7B Disrupted by geopolitics
United Kingdom ~THB 1B Strategic focus, heavy losses
China Growing Founder-funded separately
Other (Middle East, Africa, Brazil, Europe) Various 40+ countries total

The CLMY region historically generated THB 6.8 billion before Thailand-Cambodia diplomatic tensions

caused a 44% regional sales decline in Q3 2024. (Asiancenturystocks ) (Nation Thailand ) This geopolitical exposure

represents meaningful earnings volatility risk.

Distribution infrastructure and the Chelsea partnership

Domestically, Carabao operates through Tawandang DCM, running 31 distribution centers, 326 cash vans, and

reaching approximately 180,000 retail outlets (Asiancenturystocks +2) (90% Thai coverage). The traditional trade

channel (mom-and-pop shops, small grocers) accounts for 78% of domestic sales versus 22% through modern

retail.

The Chelsea FC sponsorship (2016-2021) marked Carabao's aggressive UK brand-building campaign, costing
approximately £30 million over three years. This evolved into the more enduring Carabao Cup
title sponsorship (EFL League Cup) beginning 2017, (Wikipedia ) ( Foodbeverage-outlook ) extended through 2027

((Asiancenturystocks ) at approximately £6 million annually. With 10 consecutive seasons as title sponsor, Carabao

holds the distinction of longest-running League Cup naming rights partner in history. The sponsorship
delivers 103.4 million cumulative global broadcast viewers and has generated a 106 % increase in UK

brand awareness.

Manufacturing scale creates cost advantages

The company's THB 8.7 billion Bang Pakong manufacturing complex in Chachoengsao Province represents
substantial fixed asset investment. Facilities include:

Facility Capacity Utilization (2022)
Beverage bottling 2, 400M bottles/year 36%

Can production (ACM) 2,500M cans/year 36%

Glass bottle production (APG) 640 tonnes/day Not disclosed

The 36 % capacity utilization rate is a significant concern, indicating either overly ambitious expansion or
failed volume expectations. This overcapacity generates operating leverage but also depreciation drag on

margins.

Competitive position in a concentrated duopoly

The Thai energy drink market operates as an effective duopoly, with Osotspa (M-150, Shark) and Carabao
collectively controlling over 80 % market share. TCP Group's Krating Daeng (Thai Red Bull) has faded to
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approximately 10-17%.

Market share evolution shows Carabao gaining ground

[ Year M-150/Osotspa Carabao Krating Daeng
2014 ~65%+ 21% ~14%
2017 57% Growing Declining
2024 45-47% 26% 10-17%
2025E ~45% 27.5% ~10%

Carabao's market share gains accelerated after Osotspa's critical 2022 pricing mistake —raising M-150

from THB 10 to THB 12 per bottle. Carabao maintained its "magic" THB 10 price point, attracting price-

sensitive blue-collar consumers during Thailand's economic weakness. (Asiancenturystocks ) Osotspa has since

launched the "Yellow Cap" THB 10 variant to stem losses, but brand switching appears sticky.

Price positioning drives volume strategy

[ Brand Price (THB) Positioning
Carabao Dang 10 Aggressive price leadership
M-150 Standard 12 Premium after 2022 increase
Krating Daeng 12 Heritage premium
M-150 Yellow Cap 10 Defensive response
Premium segment 15-20 Growing from 7% to 11% of market

Carabao's price discipline enables market share gains but compresses margins relative to competitors.
Management has explicitly committed to maintaining the THB 10 price despite sugar tax increases, absorbing

cost pressures rather than risking volume losses.

Distribution comparison favors Osotspa marginally

Osotspa maintains broader geographic coverage (~95% vs. Carabao's 91%) and operates a Myanmar production
facility providing regional manufacturing advantages. However, Carabao's vertical integration (owned glass and
can production) delivers 25 satang per bottle cost savings, partially offsetting the distribution
gap.

Financial performance reveals margin compression concerns

Revenue growth shows recovery after 2023 dip

[ Year Revenue (THB M) YoY Growth Net Profit Net Margin
2018 14,557 - 1,159 8.0%
2019 15,050 +3.4% 2,506 16.6%
2020 17,231 +14.5% 3,525 20.5%
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Year Revenue (THB M) YoY Growth Net Profit Net Margin
2021 17,364 +0.8% 2,881 16.6%
2022 19,215 +10.7% 2,286 11.9%
2023 18,853 -1.9% 1,924 10.2%
2024E ~20,964 +11.2% ~2,840 13.6%

2020 represented peak profitability with 20.5% net margins before raw material cost inflation (sugar,
aluminum, natural gas, electricity) compressed margins by ~10 percentage points through 2023. The 2024

recovery shows margin rebuilding, though still below historical peaks.

Gross margin compression warrants monitoring

Year Gross Profit Gross Margin
2020 7,058 41.0%
2021 6,183 35.6%
2022 5,633 29.3%
2023 4,879 25.9%
2024 5,721 27.3%

The 15 percentage point gross margin decline from 2020 to 2023 reflects both input cost inflation and an
unfavorable revenue mix shift toward lower-margin third-party distribution (growing from 14% to 28% of
revenue). While 2024 shows early recovery, the Phase 4 sugar tax increase (April 2025) will create additional

headwinds.

Return metrics remain attractive despite challenges

Metric 2020 2022 2024
ROE 37.7% 22.3% 21.8%
ROA 21.9% 11.5% N/A

Despite margin pressure, Carabao maintains ROE above 20% — significantly above cost of capital and

competitive with regional beverage peers. (Asiancenturystocks )

The UK subsidiary impairment is a major red flag

Intercarabao Limited (ICUK), the 84.31%-owned UK subsidiary, has accumulated THB 2.9 billion in
impairment charges against the original THB 3.45 billion investment cost. The auditor highlighted this as a
Key Audit Matter in the 2023 financial statements, noting:

"The Company recorded an allowance for impairment of investments in subsidiaries in the separate financial
statements of Baht 2,933 million due to the inability to achieve the expected profits of the entity in the
United Kingdom."
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Key concerns include:

Carrying value reduced to just THB 520 million (85% write-down)

UK subsidiary has negative working capital (£-101K)

Impairment calculation uses 12% discount rate and 3% terminal growth—aggressive assumptions

Chelsea sponsorship ended in 2021; remaining Carabao Cup sponsorship value uncertain

This impairment suggests the UK market entry has been materially value-destructive, despite the brand
awareness gains. Minority shareholders should question whether continued UK investment creates returns
above cost of capital.

Related party transactions require scrutiny

Material related party dealings in 2023 included:

e THB 1.4 billion sales to related companies

e THB 5.9 billion purchases from related companies

« THB 12 million/year brand image agreement with a related party

¢ 50% of EFL sponsorship costs shared with related company

Most notably, management personally invested up to THB 14 billion in the China expansion outside the

listed company structure, (Asiancenturystocks ) shielding CBG from early-stage losses but creating ongoing related

party considerations as CBG supplies products to the personally-held JV.

Industry dynamics show regulatory pressure intensifying

Thai energy drink market faces structural maturation

The Thai energy drink market totals approximately USD 765-850 million (2024), with modest 2-4% annual

growth (Vyansa Intelligence ) as health consciousness limits category expansion. Thailand holds the distinction of

world's highest per capita energy drink consumption among developing nations, leaving limited
penetration upside.

Sugar tax Phase 4 creates margin headwinds

Thailand's escalating excise tax on sugary beverages represents a meaningful cost headwind:

[ Sugar Content Phase 3 Rate Phase 4 Rate (April 2025) Change
6-8g/100ml THB 0.30/L THB 1.00/L +233%
8-10g/100ml THB 1.00/L THB 3.00/L +200%
10-14g/100ml THB 3.00/L THB 5.00/L +67%
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Analysts estimate 3% EPS impact without successful reformulation. A 2021 attempt to launch sugar-free

variants faced consumer resistance and was rolled back —suggesting reformulation risk is real.

UK regulatory developments could affect sponsorship value

The UK government committed in the 2024 King's Speech to ban energy drink sales to under-16s (drinks with
>150mg caffeine/liter). While retailers already voluntarily restrict sales, formal legislation could affect the
brand association Carabao seeks through the Carabao Cup sponsorship, as youth exposure would be explicitly

curtailed.

Governance structure shows founder control with some concerns

Ownership concentration provides alignment but limits minority influence

[ Shareholder Ownership
Sathientham Holding (CEO vehicle) 25.01%
Nutchamai Thanombooncharoen 21.00%

Yuenyong Opakul (Aed Carabao) 7.05%
Total Insider/Founder ~71.5%
Free Float <30%

The concentrated founder ownership provides strong alignment—management has meaningful "skin in the

game" —but limits minority shareholder influence over strategic decisions.

Governance red flags warrant attention

Several governance concerns merit investor consideration:

1. CEO Sathien Sathientham chairs his own compensation committee —a clear conflict of interest

2. Nepotism dynamics: CEO's son Romtham serves as Managing Director (Realtimebillionaires )

3. Related party complexity: CEO personally owns CJ Express supermarkets and TD Tawandang
convenience stores, creating intercompany transaction opportunities

4. China JV structure: Major shareholders personally invested THB 14 billion outside the listed company,
with CBG supplying products to the separately-held entity

Succession planning underway

CEO Sathien (age 66+) has announced plans to gradually step back from operations over five years, with son
Romtham positioned as successor at CBG. This family succession creates both continuity and governance risk

typical of founder-led Asian enterprises.
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Strategic priorities focus on market share and international expansion

Management has articulated an ambitious "World Class Product, World Class Brand" vision with explicit

market position targets:

e #1 in Thailand within 1 year (currently #2)
e #1 in ASEAN within 3 years

e #1 in Asia within 5 years

Near-term financial targets (FY2025)

[ Metric Target YoY Growth
Revenue THB 22.93B +10%
EBITDA THB 4.69B +8%

Core Net Profit THB 3.14-3.26B +11-15%
Domestic Market Share 27.5% +1.5pp

International expansion faces execution challenges

The Myanmar factory commenced operations in Q2 2025, enabling local CLMV production and reduced
logistics costs. A Cambodia factory with THB 3.3 billion capex is planned for December 2025

commercial operations.

However, the UK experience suggests international expansion is value-destructive at current scale. The
China market— where founder has personally invested THB 14 billion over four years—remains separately
held, suggesting either conservative capital allocation by the board or founders' lack of confidence in listed

company execution.

Risk factors could materially impact earnings

Competition risk: Osotspa's Yellow Cap response at THB 10 pricing directly challenges Carabao's value

proposition. Extended price wars could compress industry margins.

Currency exposure: With 27% international sales, THB strength against GBP and regional currencies creates

translation headwinds. The UK operation is particularly sensitive given persistent operating losses.

Commodity costs: Sugar, aluminum, caffeine, and taurine costs create margin volatility. Vertical integration

provides partial hedging for packaging materials but limited protection on active ingredients.

Geopolitical risk: The 44% CLMV sales decline from Thailand-Cambodia tensions demonstrates material

exposure to regional politics beyond management control. ( Nation Thailand

Single-site concentration: All primary manufacturing occurs at the Chachoengsao complex —a natural disaster

or operational disruption could severely impact production.
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Sugar tax execution: The Phase 4 increase requires either reformulation (risking consumer rejection) or margin

absorption. Historical reformulation attempts have failed.

Valuation appears compelling versus fundamentals

Current multiples reflect embedded pessimism

Metric Carabao Osotspa Monster (US) Industry Avg
P/E (Trailing) 13-14x 13-25x 38-40x 20.5x
EV/EBITDA 14.9-17.8x 9-14x 26-27x ~15x

P/B 2.9-4.7x 2.9-3.1x 8-9x ~4x

ROE 23.4% ~20% ~25% ~20%
Dividend Yield 2.1-3.3% 2.9-44% 0% ~2%

Carabao trades at a 36 % discount to regional beverage sector average P/E despite comparable returns. The
stock has declined 73% from its July 2021 peak of THB 156 to current levels around THB 41-42.
(Asiancenturystocks) (TradingView)

Analyst consensus suggests meaningful upside

[ Firm Rating Price Target Implied Upside
Maybank Securities BUY THB 91 +118%
InnovestX Outperform THB 80 +93%
Macquarie Outperform THB 70 +69%

KKPS BUY THB 62 +50%

Consensus 12-month target ranges THB 55-87, implying 32-110% upside from current levels. Coverage
includes 14-23 analysts.

What the market appears to price in

At 13-14x earnings with 23% ROE, the market implies either:
1. Significant earnings decline ahead (sugar tax, competition)
2. Permanently lower growth (international expansion failure)
3. Governance discount for related party concerns

4. Continued UK impairments

The THB 2.9 billion UK impairment history and 36 % capacity utilization suggest past capital allocation

failures that may justify ongoing skepticism about growth investment returns.
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Areas of uncertainty and controversy
Several aspects of the investment case warrant explicit acknowledgment of uncertainty:

UK subsidiary viability: Whether the remaining THB 520 million carrying value will require further
impairment depends on Carabao Cup sponsorship returns. Investors should assign limited value to UK

operations pending profitability evidence.

Sugar tax response: Management's commitment to THB 10 pricing may not survive Phase 4 implementation.

Successful reformulation remains unproven after 2021 failure.

China expansion economics: The unusual structure —founders personally funding THB 14 billion while CBG

supplies products —creates information asymmetry about true China market potential.

CLMY recovery timeline: Geopolitical normalization timing is unpredictable, creating near-term earnings

uncertainty. (KAOHOON INTERNATIONAL )

Capacity utilization improvement path: At 36% utilization, the production complex appears substantially
oversized. Management guidance on path to 60%-+ utilization would provide confidence in operating leverage

potential.

Conclusion: Attractive value with meaningful execution risks

Carabao Group offers an asymmetric risk-reward profile for investors comfortable with emerging market
beverage exposure. The company commands a defensible #2 position in a concentrated duopoly,
operates vertically integrated manufacturing, maintains strong returns on capital (23% ROE), and trades at a

substantial discount to fundamental value.
However, the investment case requires accepting:

¢ Governance concerns around family control and related party complexity
o Capital allocation questions given UK impairment history
¢ Regulatory headwinds from sugar tax escalation

¢ International expansion uncertainty with founder personally funding China rather than the listed

company

For investors who believe management can convert market share gains into sustained earnings growth while
navigating regulatory pressures, 13-14x P/E for a 23% ROE business appears attractive. The key catalyst to
monitor is FY2025 margin trajectory post-sugar tax implementation—successful pricing discipline without
reformulation would validate the bull case, while margin compression would confirm bear thesis concerns about

competitive sustainability.

Report compiled November 26, 2025. All financial data subject to company reporting schedules and market

[fluctuations.
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