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Baker Magunda; Managing Director/CEO’s Presentation 

We are excited to be here today to share our half one performance and share a little bit 

about the strategy that we're running at Guinness Nigeria.  So very quickly, before we 

go into the numbers, H1, the period we're talking about, is July to December 2018.  Our 

plans are just resetting our ambition in the country. what we see on this chart are the 

values that govern us at Guinness Nigeria. 

 

Based on our strategy, there are many things we could have chosen to do, but the team 

and I and the Board believe that these are the areas we need to focus on.  We shared 

some of these when we talked to you in August, but I'll just repeat some of them .We 

run a total beverage portfolio, so as we all know, we  are the only company in this 

country where we have a total beverage alcohol portfolio.  That means we sell spirits, 

we sell beer, we sell non-alcoholic and we sell RTD.  That's something that's special 

and a unique position and is the module that we need to continue exploiting. 

The second bit is to strengthen and accelerate our premium core brands  

So our core brands consist of  Guinness, Malta Guinness, Johnnie Walker, Bailey's, 

Ciroc.  That's what we call our premium core.  There’s an emerging category of brands 

we call mainstream, these are spirits that are produced and distributed in Nigeria.  As 

you know, for the last few years, we have gone into this area, we've invested a lot of 

money.  We've set up commercialisation team, and this is really, really going very well 

for us at the moment, and we see some of that in the levers which I have just shown. So 

winning in the mainstream is fantastic., , Third strategy is innovating at scale; 

consumers are always changing, so we always have to be innovative to keep up with 

what the consumers are looking for. It's just understanding that there are sectors of 

consumers who are not served and how we reach those with a range of brands that we 

are increasing every day.   
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Grading out costs, this is important for margin enhancement, but also to hold price as 

long as we can, knowing that as the economy recovers, consumers are still fragile, so 

opportunities for taking price are not as good as they used to be.  So cost management 

is really, really important.  

The final thing is driving productivity.  We are always investing in growing people's 

capabilities, but also exposing of people by exporting some talent for them to learn and 

implement when they come back and work at Guinness Nigeria, so really important.  

 A focus on 2018, 2019 financial year that we are talking about. We've broken this down 

into five spaces.   

The top one is a green - is what we are calling the main effort.  That's where we decided 

that for F19, these are the things we really, really want to win.  So in there, it's all about 

growing our premium core faster, and as I explained to you earlier, premium core are 

brands like Guinness.  It is Johnnie Walker.  It is international brands like Ciroc.  It's 

Malta Guinness. These are brands where we are either category leaders or the areas 

where we've seen the fastest growth opportunities, so that's what we see in green.These 

are the areas we also saw growth in the past six months. 

We saw very strong growth in all of these areas that we've chosen to go after.  They're 

also the areas which have higher margin, the highest margin in our portfolio, and they 

also deliver the highest margin opportunities in the market that we are seeing at the 

moment.  So that's the area that we call the main effort in the premium core. 

Because we are always innovating, we said we would call out the successes we get 

better in everyday and how we commercialise our innovative brands, so that's a big 

effort there.  We've invested.  We've hired.  We've put together teams.  We have 

technology and agencies to make sure we always deliver thebest when we put out new 

brands.   

On the other hand is deliver targeted cost and absorption of brands There are some 

brands which are not as profitable, but we need them to fuel the growth to make sure 

that we share out the costs, the fixed costs of running the breweries.  So there are some 

brands in there and the examples are lagers and brands like Dubic.  So there are lower 

margin, but they are high on volume and diverse opportunity and scale to soak up more 

costs but also to distribute the high-margin brands  

All of this is going to be anchored by productivity, driving of costs, where we see 

opportunities, and you will see that in the numbers of the benefits within the industry 

and the traction we see in cost management.  There are two enabling factors; good 

people, on the left hand side and building the root consumer that I talked about.   

Just some highlights on what we see, and many of you know, although the economy is 

coming back into growth, that has been slow and a bit erratic, so it's not where we 

thought where it would be, but the good news is we are coming out of the recession and 

we are beginning to grow.  This is fantastic.  The inflation is just to say it remains in 

double digits, much higher than we thought, and that is putting pressure on some of the 

cost lines that we shall see when we are starting to share some of the reasons.  

We're sharing what is the structure of the market that we're seeing.  On the beer side, 

we are beginning to see growth come back on the premium end of the market The 

middle of the market, the mainstream and non-mainstream continues to be really under 

pressure, and then the growth we are seeing now in beer is all coming from the value 
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brands, and value brands traditionally give very little to low margin but they're good 

for volume for absorption of costs and all of that. 

So that's how the market is structured on the left for beer, and on the right-hand side, 

almost a mirror of beer is how we are seeing spirit growth, big growth on the premium 

side, slower growth in the mainstream, faster growth in the value.  So this I think for us 

is understanding how the market is shaping up.  Then it goes back to the strategy and 

the cases we are making, where you want to grow, we have the right to win and that 

captures margin.  That's why we have chosen the brands we are calling focused brands 

on the premium products.  

Bitters is the spirits market.  Spirits is growing faster than beer, and within that, it is 

bitters and gin category that are growing fastest and driving the growth.  The good news 

is in both those categories, we've got very strong brands which are growing very, very 

quickly as well, and both the brands we have within those categories have got very good 

sense margins as well.  So good to see that we are responding to these opportunities in 

the areas that are growing the fastest. 

In terms of where we are growing,  Guinness is in growth.  Although overall beer 

remains flat to declining, Guinness outperformed the beer category as a brand, which 

is fantastic.  As you know, we have Guinness Nigeria, it's a big brand for us.  It's still 

the core and anchor of what we do at Guinness, so we saw very steady and decent 

growth on Guinness and spirit in terms of the numbers. 

Lager remains a real challenge, and we will be talking to that.  We are building the right 

things to correct Lager, but it remains a challenge.  For mixed drinks like Smirnoff Ice, 

that is also still struggling a little bit, because these are premium brands, so the core 

consumers are still fragile.  We saw an underperformance on RTD.  

Great news on non-alcoholics.  That is really growing well in half one and we'll continue 

to push the programs that we have in place.  We'll have lots of innovations that we can 

do, we've got PET, and we'll see that continue to grow in the next six months.  

Mainstream spirits, like I said, growth - growth has come through there.  On the back 

of the investment that we put into producing non-mainstream spirits, that was 

commissioned at the July, mid-August.  We've seen that come through very strongly in 

the mainstream spirits performance, for brands like Gordon's  Moringa, brands like 

Orijin Bitters and the Smirnoff [H1], Smirnoff Chocolate, all of those have come 

through very strongly in half one, which is fantastic. 

For International premium spirits,  we're really expecting to expand Johnnie Walker in 

strong growth, the launch of White Walker that some of you might have seen, this is 

going very well.  The relaunch of McDowells into Mr.Dowell’s that has gone well as 

well.  So we remain really buoyant with how our category and spirits are tracking. 

Overall, category growth has been in decline.  However, most of that has been driven 

by lager and RTD.  The rest of the brands which we call our premium core is doing 

very well and growing nicely.  I want to expend a lot of time on this just to show you 

how we are shaped up.  In beer, we have some participation led by Guinness, spirits led 

by the iconic brands like Johnnie Walker that we all know about.  In ready to drink, it's 

Smirnoff Ice, which is our biggest play, and Orijin RTD, and for non-alcoholic, it's of 

course Malta Guinness and Dubic.   



F19 H1 Investor Call  Guinness Nigeria Plc 

4 

So that's just to show you the opportunity we have is that we have a big range for the 

beer and spirits, premium deluxe, to mainstream to value brands, which allows us to 

participate across the category.  We have also then realised that in spirits, some spirits 

do better in other regions than they do in others.  This is a fantastic opportunity that we 

have at Guinness Nigeria that other people don't have. 

On some quick highlights for the things we're really excited about that went well in half 

one, the fantastic program on Guinness and football  Some of you might have seen this 

on TV.  It is really, really helping us drive the cost of Guinness, connecting with 

consumers, and that has really done well on Guinness.  On malts,Malta Guinness 

Maltavator challenege, a fantastic program that has been on-going.  It's really going 

well as well.  The potential is to continue building the leadership that Malta Guinness 

brings in that category, so really nice to see that. 

So that's just highlighting some of the things that we did in half one.  Moving on with 

the things that we did on spirits, again, fantastic great news with the launch of Johnnie 

Walker 18 Years, the launch of the Summer Colada, which is a Ciroc brand in the 

middle, they did Christmas gifting which went really well, excited about that.  The 

White Walker launch on the next with Johnnie Walker, so we had really an exciting 

half one and we intend to keep up on these programs scale as we go into half two. 

In the mainstream spirits area that I've spoken to, Orijin, really, really doing well, strong 

growth as we saw, Smirnoff Chocolate, some of you might have seen it.  It's an 

innovation that we launched about a year ago, really doing very well and going strongly.  

The change from McDowells to Mr. Dowell’s that has landed very well with the 

consumers and we've seen gross numbers presently.  At the bottom, you've got Gordon's 

Gin Moringa really doing well as well.  So we are excited about the portfolio and how 

that has grown. 

The Lager area, Lager has been a really difficult place.  As we know, the taxes went up 

in June last year, and that area of Lager is competitive that is in this line.  We have 

repositioned these two brands with new campaigns going behind the brands.  From the 

month of October, we've seen strong growth come back, but we remain behind where 

we wanted to be by this time in the financial year.  But great focus we have seen with 

these brands as well coming through. 

  Speaking on the people agenda, as I said before.  It's a very competitive market we are 

in - young professionals have got many choices of things they can do with their talent, 

technology industry, service industry, banking and all of that.  So there's a real role for 

good talent, so continuing to focus on delivering new people who value the values of 

the company but also ensuring that we are continually improving the ability of our 

people to cope with the changing demands of the market. 

Like you have seen the range of brands we have continued to grow,  we need people 

who understand what exactly  the consumers are looking for, the young consumers are 

looking for different things. So you always have to keep pace with what consumers are 

after.  

In communities, we continue to be committed to some of the community work that we 

do, and this is sharing all of the exciting things we did In Christmas, we had the don’t 

drink and drive campaign which went really well..  So we continue to be dedicated to 

what we are obliged to, taking water to communities so they have water.  The program 

we have with agriculture, Grow with Nigeria, you must have heard about that.  It's about 
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sourcing locally so that we can participate and share growth with the communities in 

which we do business.   

So really committed and excited about all the ones that we're improving, but we still 

run things as Eye Clinics in Lagos but our dedication to sharing progress that we make 

with the community is really important, with a bit about supporting communities where 

we need to but also growing together by asking communities to participate in the value 

chain that we are trying to create, like the agricultural project.  So really excited about 

the work that the team has been doing with the community. 

, We also continue to value and celebrate our people, so we have internal celebrations 

for our team that have really delivered outstanding performance.  This also helps when 

the team needs to continue feeling connected and engaged with what it is we are trying 

to do inside the business.  So in a nutshell, it's an amazing half one. Excited about the 

opportunity of growth we see.  My team and I believe we've chosen the right strategy 

and the strategy is working.  We are seeing growth come through in the highest-margin 

categories, and that's what we always wanted.   

We are celebrating the fact that we have the biggest range of brands to offer compared 

to anybody who's playing with us in the category.  Of course, being non-alcoholic.  We 

continue pushing ourselves to keep excitement and interest at the basement of 

consumers behind our brands through the programs that we are running, and within 

that, also continuing to push for the community participation that we call out through 

the programs that we run. Our people remain important.  In half one, we exported a lot 

of Nigerian talent to other Diageo markets, which is fantastic.  All of them come back 

as better and stronger management. 

So I'll be handing over to my colleague, Stanley Njoroge, to share some of the numbers.  

But really, on behalf of the team, I would like to thank everybody in this room for all 

the parts played in our half one.  Thank you. 

 

Stanley Njoroge ; Finance and Strategy Director’s Presentation 

In terms of  financials - what is driving the financials, and how performance was from 

a number of commercial aspects, and what  that means from a numbers perspective  is 

what I will be sharing with you. 

So like I said, I think this is not a scale, but it gives you a bit of a view in terms of how 

the scale is - how the proportionalities are in the different elements of our business , 

and you can see that beer in terms of overall contribution have reduced.  The one called 

APNADS which are the Adult premium non-alcoholic drinks, such as Dubic Malta  has 

grown.  They have been growing on a mid-single-digits. On the spirits we have seen 

significantly double-digit growth both on the mainstream spirits which are produced 

locally, so very important spirits that are made in Lagos. 

That is really in line with our strategy, which is for us to grow market, we have to 

increase the contribution that our spirits havein terms of how much they contribute to 

the overall business.  Our overall strategy is to grow that to somewhere beyond 30%.  

We've made significant progress, so we are around about 18% now.  We were about 

13% two years ago, so significant growth, and like I've said this in the past, spirits are 

margin accretive to the overall business, so we are very, very happy for that. 
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So looking through the numbersif you look at the revenues, net sales, like I said, high 

single-digit growth, mid-single-digit growth in non-alcoholic drinks, single-digit 

growth in both the mainstream and IPS, and unfortunately decline in the lager, that from 

a net sales perspective we do have a decline of 4%. 

You might remember in Q1, we had minus 6%, - still decline but much better 

performance in Q2.  Operating profit of minus 30%, that really is driven by several 

considerations, which are mitigated a little bit.  On the positive, we have seen that our 

productivity initiatives, especially around distribution cost expenses have virtually cut  

inflation related to distribution expenses have been reduced. 

At the same time as marketing expenses were reduced  we had to make conscious 

decisions about which brands to invest behind and which ones not to invest behind.  

Like what we have talked about in terms of what is going to be our main effort, putting 

a lot of investment behind the main effort and rebuilding a little bit  based on how the 

performance is coming through by each of the categories[  

However, unfortunately, we do live in a very high inflation environment.  Our cost of 

sales probably will be impacted by inflation.  It's very difficult in the short term to 

actually have much by the way of productivity scales when you have above high level 

inflationary pressure year on year.  

We see our gross profit actually declining because of the cost of sales.  So declining 

revenue, improvement in terms of cost lines around distribution and advertising and 

expenses and marketing expenses, plus other administration services, are challenged 

because of inflation and cost of sales, and that is driving the NGN2 billion or so decline 

in operating profit for the organisation.  At a gross profit, actually, it is much more than 

that, distribution expenses and marketing expenses  

In quarter one last year, at the end of quarter one last year, or quarter one this year, July 

to September, we refinanced most of our balance sheet, and as a result of that, we took 

out quite a bit of the finance costs that we have. 

So we are lapping that, and as a result of that, that covers the operating profits decline, 

andas a total profit level, we end up being positive/So the positives for us is Guinness 

is growing, mainstream spirits are growing, non-alcoholics are growing, while we need 

to continue and we will continue to manage and work through the costs and the inflation 

and impact on cost of sales.  We are feeling we are in a good place from a strategic 

standpoint. 

Moving on, at least from a cash flow perspective in the balance sheet, we have tightened 

quite a bit in terms of ourfinancials.  Our financial year F18 ended in 30 June, and you 

can see working capital has reduced from NGN11.8 billion to NGN9.4 billion.  We are 

on track to beat or meet the EBITDA target that we set for ourselves.  So although last 

year we had NGN23 billion, you can see that we are about NGN10 billion right now, 

and this is under half of that.  

As a result of the refinancing also our net debt to - obligation [inaudible] organisation 

is in a very good place from a cash flow perspective and the [amount of debt].   

] Giving projections, on what is going to be our forecast areas,  we need more of what 

we have been doing.  We still expect the challenged economic environment, and then 

next month, which we already know about the election and the outcome of that election.  

We are very cognizant and we know that there is a lot of competition.  Every analyst 
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you ask will tell you a different story about what is going to happen to the naira after 

the election, so we are keeping a very close eye on that to impact on our cost base but 

also on the general consumer buying power as we go along.  The consumer disposable 

income will still remain pressured and we must get a bigger work group, maybe 

depending on who you ask as far as elections are concerned, but  the fundamental will 

remain a bit of a challenge for the consumer. 

So we will continue that strategy, which is to focus on our premium brands, which is 

our premium core brands, which we talked about Guinness, Malta Guinness and spirits 

and ensure that] innovation pipelines are coming up.   

There is going to be quite a lot of work in the area of productivity,we will work to 

continuously invest in our people, in the talent, so that we can continue to be a net 

exporter of talent for Diageo.   

 

 

 

 

 

Q&A Session 

 

Q-Caitlin Burns 

What are the dynamics in Nigeria, with regards to the competition taking share from 

beer, is there also a loss in the beer share, which is going to be different, or is that first 

growth that we're seeing you just taking share from the smaller players rather than a 

category growing? 

A-Baker Magunda 

When we look at Africa, what we see, every time there's an economic difficulty in a 

given economy, spirits tend to do better than beer, and we're seeing the same thing 

throughout Nigeria.  So it seems thatthe spirits category is growing faster than beer.  

The second principle across Africa is that spirits have grown at high margins than beer.   

Sales of spirits is at higher margin than beer.  

The shape of the market is because consumers are still fragile and coming out of a 

depression, it takes a bit of time for them to feel confident and spend on luxury goods.  

So when we see what is happening in our category, it's the mirror image of what is 

happening in every other category. 

For the consumers at the top end of the socioeconomic strata who are more resilient to 

economic discomfort they continue spending money on the things they spend on, like 

holiday and good car, a few  luxury, we see the same thing in this industry, and for the 

consumers who are the middle class, they tend to downgrade.  For those who used to 

travel business class, they travel economy, and we see the same thing in our industry as 

well.  Those who drink our mainstream brands, they tend to drink value brands, and 
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that is the explanation that is behind the profile of growth in a market that is either in 

recession or that is recovering from recession. 

Caitlin Burns 

Good, thanks, and if the consumer was to be back in a stronger Nigerian environment, 

do you think you'll all evenly get a share of that increased consumer spend, or do you 

think international breweries is going to end up taking a much larger share of the market 

as the consumer comes back? 

Baker Magunda 

It depends on what share you would like to hear.  Our strategy in Nigeria is to win via 

new share - is to win via new shares.  So what I can say to you is that over the last six 

months, we are winning the value share at a [PBA] level, so this was comparing 

Guinness Nigeria to other brewers, because we sell more than beer, and that's our focus.  

We see our strategy is to go where we think the margin is as the market recovers.  This 

is to be focused where the consumers are spending in the premium categories and to 

win where it makes sense to invest behind. 

Because our philosophy at Diageo is we want to back up every percentage point of 

growth with the right investment in advertising and promotional budget.  On the view 

that if the brands that are growing are generating enough money to keep business 

running.].  So I won't comment on what India is doing, but all I say to you is that we 

agree with the strategy andplanning brands which have high margins in this market at 

the moment. 

Q-Patrick Ibrahim - Chapel Hill Associates  

(i)The first one is around your volume.  Volumes were down by around 13% over the 

period that you are reviewing and that might be caused by Lager and RTD, so the 

question is if you took out those two, what is your business growth in terms of volume 

adjustment?   

 

. 

Patrick Ibrahim - Chapel Hill Associates  

(ii) Okay, so that would be around your debt.  It's around [70%] basis points assets and 

what's your plan in that.  Thank you. 

A-Baker Magunda 

On the second question, related to debt, yes, we do have an inter-company loan.  That 

loan is $22.5 million from Diageo.  You will know that that is at naira plus 475 basis 

points, which comes to about 7.5% interest rate.   

Now, given the local borrowing naira rate will be somewhere up north of 15%, and 

even if you factor in any facilities which come from bank of industry. , We have done 

the model in a format from our shareholder perspective value.  When you look at the 

interest, the local interest, what we are paying Diageo, what is the position of the loan, 

at the moment, it's not yet planned so at the moment we are still delivering better 

shareholder value by retaining it as a donor loan.   
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There was a question around what is our retail distribution strategy for spirits.  All right, 

so this is what I'll say.  We have three categories of spirits that we are delivering as of 

now.  They are the reserve brands like Johnnie Walker Blue.  They call for a different 

way of moving those around.  There are the deluxe and premium spirits like Johnnie 

Walker, Black Label and Red Label, they call for a different mechanism for moving 

around, and then the main two brands and bitters they need something different. So, 

we've got a mix of how we are putting these brands before the customer, so there's not 

one single strategy. 

The underlying thought, however, is that because we are a business that has a big 

portfolio, they are brands that behave like beer, we move them together with beer, 

because we understand the fashion in which they are consumed, which outlets in which 

they are sold and the type of consumers that are drinking them You move them on the 

same infrastructure so that we share cost of distribution.  

For brands that behave completely different and therefore will be in a small bar at the 

corner of the road, it is not ideal to put it together with beer because you never can cross 

sell the Blue Label on a truck that carries beer. 

In December we have tried to set up a commercial team to make sure that the language, 

the profile, the knowledge, the technology they have to sell at the premium end is 

responding to location, type of customer, type of distributor and the type of consumer, 

while those at the bottom end, the technology they need is different because they are so 

different.  

So, it is being nuanced, it is being focused on what it is that you are trying to do and the 

customisation, consumer opportunity and the geography in which we are distributing 

those things. So, it is by category and it is by geography. I hope that helps our sales.  

Q-Akinloye 

My questions, are regarding revenue and then regarding costs, that's costs of sales.  

For your revenue we saw a slight decline in revenue for the period under review. What 

basically drove the decline in terms of volumes? Then in terms of pricing, how easy has 

it been to be able to pass on the graduated excise duty charge to consumers in terms of 

pricing?  

Then also, we noticed that there seems to be more contribution in terms of  export 

revenue, because by the time you collect the revenue for FY2019 we discovered they 

increased by about 1.8 percentage points, from 5.1% to 6.9%. So, where is the market 

for this, where's the market for the exports and then is it one of the avenues you are 

looking towards for diversification? 

Then finally, on costs. With the price or value, which is a key part for your premium 

products in the stout segment, value has meant relatively stable but we noticed that cost 

of fuel inched up a little. Could this be pressure from excise duty regime that kicked in 

last year?  

 Q-Louis 

My first question is regarding excise duty. If you can give us the colour of how much 

your excise duties increased year-on-year this quarter. My second question is regarding 

the beer volume, how much did the beer volume decline this quarter? My third question 
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is regarding how much spirits represents in terms of your total sales right now? Thank 

you very much. 

A-Stanley Njoroge 

Just to answer the question in terms of some of the questions which is about the revenue, 

what is driving the volume growth, I think we had already talked through this before in 

one of the questions. Just to highlight that good volume growth from Guinness, good 

volume growth on non-alcoholics and good growth from spirits and decline in lager. 

How much pricing has a contribution on that, and the recent excise duties, and that also 

dovetails with one of the second callers questions.  

I think everybody is aware as far as beer is concerned excise duty went up on June 4th 

2018. The market generally has not been able to take that price to cover that duty, so 

for ourselves, just like the rest of the competition will be absorbing that at the moment.. 

The key mitigation for us remains mix, which is you sell more spirits and therefore, you 

get boost of your revenue per unit as a percentage basically to cover a little bit of the 

revenue.  

On the question on cost of sales, obviously as I said before, we have done a very good 

job as far as making sure that we are using as much of local materials as possible. We 

are at around 70% moving up in terms of our usage. We have seen a bit of stability in 

that area. However, there is still quite a lot of raw materials which are imported, things 

like hops, things like the yeast. All those items come in first of all under a little bit of 

inflation but also under forex constraints.  

If you think about how much the currency was last year, when you are able to access 

some of that through the CBN option which was somewhere around 830 That gives you 

a view about what the impacts of forex can be on some of the raw materials, and that 

will be the same thing obviously with some of our exported brands. So, there is an 

interplay there.  

iItems like sorghum we have been able to manage but items like the imported raw 

material, don't forget that whatever Can you see, although it's locally produced will 

have an element of forex   

Just to talk through the excise duty in terms of decrease, generally for us, like I said, 

when you look at the beer increase, we obviously are paying at N30 per litre which is 

an increase from June within the period that we are reporting, that increase is already 

baked in within the numbers. It is a challenging environment. So long as the opportunity 

to take price does not exist from a competitive environment perspective, it remains for 

us to work very, very hard to expand on our mix and we basically try as much as 

possible to drive productivity.  

A-Baker Magunda  

All right. Clearly, some of these things repeat themselves. What is driving the decline 

in beer? I'll just say what I think again. Beer as a category is a necessary category. You 

will expect that when consumers are under pressure to spend, your priority within  

purchasing, others tends to go down. Those that keep being bought are either brands 

that are very strong in equity and therefore customers think about when they're going 

to choose to spend their money on beer, or they're brands which are accessible in price.  

Those are the two drivers. Either you have very, very high brand equity, like Guinness 

does, or you are so cheap like some other cheap brands on the market so there is value 
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for being cheap. That is what we have seen play out in the market, that the premium 

end of the market has come back into growth faster than the mainstream of the market. 

We see that everywhere, in travel industry, in luxury goods, in fashion, the premium 

end of the market tends to recover faster coming out of the recession, and that's what 

we are seeing in the industry as well.  

So, premium end of the market in beer is back in growth and that is also reflected in the 

fact that Guinness is back in good growth. The middle is suffering and that's where most 

of the lagers are seated. The value end of the market which makes no money or loses 

money is in quick growth because of what the consumer can spend, or rather not that is 

how it is structured.  

When you are in the situation we are in in this country, we are taking prices. If gold, 

taxes have gone up, there is inflation on some of the material prices, you've got to make 

a choice, do you want to make money or do you want to losethe choice is up to us. The 

choice we have made in our strategy is that we want to make money, to continue to do 

it in the brands that are chosen, and those brands cost a bit higher than the cheap brands. 

That's how it has checked out, that's why you see volume of lager is slow, and 

everything else which has got higher equity is back in strong growth.  

On exports, we export mainly in countries where there is a big Nigerian population, 

because there is an emerging trend across the world that consumers tend to choose 

things that remind them of places where they come from. If you go to the US you will 

see collar stores that are selling Australian stuff; Asian stuff, Latino stuff. Even for the 

Nigerians who are in the diaspora they love Guinness from Nigeria, not because there 

is no Guinness in that place, but it just reminds them of home. So, a lot of exports going 

into the European, a lot of exports going to the US. We have just opened up in South 

Africa The export numbers that you have seen growing is because of the increasing 

channels through which you can get Guinness to Nigerians in the diaspora. That's how 

it is at the moment. It's very helpful, because of this we are paid in hard currency which 

helps the decision.  

.  

Q- Dele Akintola, Stanbic IBTC 

My question is largely centred around your thoughts on what business did you inherit 

when you took over and where you think you are taking the business to. It seems to me 

that it shows that Guinness is evolving to be more of a spirit company than that of a 

beer company, which is what you are globally. The question will be what kind of mix 

are you expecting to see or rather you expected say five years or 10 years from now?  

I think other questions from me would be the concerns around the constant change in 

management team over the years.- I think maybe that's probably been a key problem in 

terms of the confidential strategy. Do we expect that the new management will be there 

for longer, where we can see a stable growth, a stable strategy and of which investor 

engagement will be more profound over the long term? Thanks.  

Q-Pelumi  

My question is primarily centred on the recent fire damage which occurred in Aba. I 

just wanted to find out what are the health, safety and now financial impact, if there is 

any, on the Company.  
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Also, not to harp on the excise tax again but it is meant to increase again next year, and 

I believe you mentioned that for now you are not going to be taking any of those costs, 

you're not going to pass any of those costs to the consumer. Is that going to remain the 

case in the coming year?  

A-Baker Magunda 

Let me say this to you. Between Peter Ndegwa and myself, we've got a combined 30 

years of working in the Diageo, between the two of us. We are not new to Diageo, 

between us we've got 30 years, 30 years so we are not new to Diageo at all. We've both 

been working in Diageo, various departments and different markets for a long time.  

For me personally, this is the second time I'm working in Nigeria. I was head of 

marketing here some time ago, you might not know. Between 2002, 2003 and 2004 I 

was here. I'm the person who relaunched Guinness, if you remember. So, the vision and 

history I carry.  

Just talking about consistency of strategy. I don't know what has been consistent about 

our strategy. Let me just say the following, if it will help, in one minute. This is the first 

market where Guinness was produced outside of Ireland, in 1962.  Yesterday we 

launched the soft Baileys produced outside of Ireland in Nigeria, yesterday. What is 

consistent about this? The legacy that Nigeria carries within the Diageo organisation is 

consistent and it's very high.  

At the time Guinness was not in this country, 1962, nobody thought that a liquid that 

does not look like other brands would ever be drunk by Nigerians. The rest is history. 

We are launching Baileys which we are producing in Nigeria for the first time and let 

me tell you, I may not be here if it is going to be the biggest and number one drink in 

this country. What is consistent about this? We look at the opportunity, we understand 

what the consumer need of the moment is, and we investigate it. That's what our strategy 

says.  

We are in the business of delivering consumer experiences which are relevant, they are 

affordable, they are accessible to the consumer of now. What is the consumer asking 

for in this country at the moment? We know spirits is the trend across the world. 

Premium brands are the trend across the world. Beer will always remain the biggest 

category across the world; there will always be different types coming into the market, 

that is consistent. Are we only answering to that, the premium end, launch Blue Label, 

make it big, launch White Walker? Make it big. Female consumers who are coming 

into alcohol, they do not have a good choice. Launch Baileys, make it successful, 

interesting and make it big. That is consistent.  

What is the strategy? Go behind the legacy of females and continue growing females, 

it makes a good margin, it's the category leader Mainstream spirit is the fastest-growing 

category in the country, driven by bitters and gin. Do we have a play in both of them? 

Yes. Orijin, Moringa, which we launched a while ago and  is growing by 88%. Bitter is 

growing by 5%   

Is this strategy consistent? Yes, it is, consistent to the trend, consistent to the consumer, 

and addresses the volatility in the country because you need to make money to continue 

paying the bills. The consumer can't take the price, therefore you have to sell to those 

who can pay the price at the moment. I hope that helps.  

A- Unidentified Company Representative 
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Just to talk through the Aba fire, we did issue an announcement about the fire. The fire 

happened in an area which none of our employees  are working there. We use that as a 

warehousing logistics centre so there is no production happening there. It was an 

unfortunate incident. We got a lot of cooperation from the fire department, Aba fire 

department, from the community there, from one of our neighbouring companies and 

that was really a good show of good neighbourliness, basically which we in Africa are 

recognised for.  

One of the things in terms of financial impact it's not going to be material. Like I said, 

we use that as a site for some of the crates that we are no longer using. I don't know 

whether anybody remembers Top Malt so some of the bottles of Top Malt from back 

in 2013, we were keeping them at that centre.Those are the kinds of losses we will be 

getting and therefore, from an overall financial perspective, not much.  

Back to this question of excise, and I think it's in everybody's mind, and I know this. 

We are cognisant of that. We do have to pay the right level taxes as reported by the 

government. That's a given as far as we are concerned. We also have to look at how the 

economy is and try to figure out what we would want to postpone because of the royalty, 

and indirect tax, so ideally, we should be passing it over to the consumer.  

We are not alone in this market; there are others and we have to remain competitive, 

and as a result of that we will always review around there, ourselves as far as cost, what 

is happening as far as excise, what is happening around us as far as the consumer and 

the competitive environment before we make a decision about excises. I won't say we 

will or we will not, just that we will assess all those things from a consumer perspective 

and a competitive environment and also in line with our strategy. 

  

Q]. I would like to know what percentage is thecontribution of spirits]. Also, I suspect 

that the contribution of beer to the top line will decline going forward. Based on the 

current performance, what are your projections how much longer will it take for these 

two brands to cover up for the decline in the beer category? Thank you.  

QI believe with Guinness, you mentioned beer is being produced in Nigeria. What other 

spirits are produced in Nigeria? Then just to follow-up on Dele’s point. You've had four 

MDs in the last five years. That isn't consistent. You talk about some of the brands, 

what they are doing very well, but a few years ago Orijin was your biggest, or the 

biggest product you had and you don't care about it anymore. I think the change in 

management has probably played a part in this. So, four MDs in five years; how long 

do you think you'll be around?  I know you say you've worked in Nigeria before. Can 

you give us some assurance that you'll be around and your voice will be heard for a 

long period of time? 

A-Baker Magunda 

Orijin is a big brand that has many variants. We have Orijin [ROTB] which is the 

premix, other people want to call it that. We have Orijin Bitter, which is a spirit. We 

have Orijin Gin, which is a spirit. So, we've got variants of the Orijin brand. Then we 

have Orijin Zero, which is the non-alcoholic 

The brand Orijin is in growth. In half 1 it grew by almost 7%. Maybe we have not 

spoken about it enough, but Orijin brand is still in growth. The variant that drives the 

growth over time might change, but the brand Orijin is in growth. To be fair to the brand 
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Orijin, it's really in growth. Bitters, which is the fastest-growing variant within Orijin 

brand, is the most profitable within that range of Orijin.  

How many years am I going to be in Nigeria? I am a Diageo employee and I am 

deployed where they think I need to go. It is my hope that I would be here a very long 

time and that the time I am here I continue delivering growth and value to the 

consumers, the stakeholders, for you guys in the room. It's just my hope. I love Nigeria, 

I'm not in a hurry to go anywhere, I'm African, but it depends on what are the 

assignments, they assign me to.So, I am very excited to come back to Nigeria. 

Obviously, I'm not in a rush to leave. I'm an African and in Africa, I love everything 

that I've seen so far in Nigeria, so it's fantastic.  

I also want to say that my predecessor from whom I took over, Peter, who is now the 

managing director of Europe, he was there for three years. I don't know about the others 

but he was there for three years. Then the guy got a big promotion, it was a big 

promotion, he is the MD for Europe, that is fantastic, the first time in the history of 

Diageo that an African is managing Europe. So, we celebrate Peter, and thank you guys, 

for you who worked with Peter to make him so successful. The team that I'm working 

with, they worked with Peter so I'm hoping that they also support me so much that I 

become like Peter.  

Peter was there for three years, he did a pretty nice job as we all know. He's out in 

Europe, he's doing a fantastic job. He's leading a great business there. I wouldn't want 

you to go away feeling oh, okay, I have just been here for a year, God willing, good 

health, I'm here. I'm an African. Man, for us Africans, when you work in Nigeria that's 

it, that's the way it should be. You are the biggest. I come from Uganda, it's a small 

country, so I really feel excited to be in Nigeria. Everybody calls me, hey, how did you 

do that. So, I'm here. I love it here.  

Spirit contributions, is 18% to total revenue and it's growing. 82% is beerand how long 

will it take for spirits to compensate the beer growth? I think it should be driven by two 

variables, and I hope you're talking about the volume Beer has to be able to start with 

the price opportunity that consumers can take, because that is the control. In this market 

if we continue looking at opportunity to take price as the low price opportunity, it will 

take beer longer.  

Will volume come back from that? Yes, beer has come back into growth since 

November. We are talking to growth, I know we are reporting the half but it will grow 

from its low base, we don't know how long it's going to take us, but the plan is that we 

should be able to take some prices as the consumer heals from the depression that the 

country went through.  

Spirits make much more money than beer, therefore we think in the next couple of 

quarters possibly beer will be coming back into growth as well, spirits continue to 

deliver the margin. I don't want to be a predictor but generally beer takes two years or 

so to come back from a depression like this. That's what we see in manyother countries. 

But let me tell you we are excited as a team, we are really excited as a team to see the 

reaction consumers are giving our brands, for the investors, the brands that are growing 

and the high fashion brands, for us who are in the commercial organisation it gives us 

the opportunity to invest money behind those brands.  

For the salespeople and the marketing people I think it gives an opportunity to deal with 

all-new type of consumers, females, young buyers, more upmarket. We feel that I think 
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our ability to have a portfolio behind, beyond beer is a real advantage for our 

stakeholders. It's good for building margin. If we did not have spirit, it would have been 

very, very slow] I think.  

So, I think we'll invest, which is an advantage in terms of the portfolio we have. We are 

seeing the growth come back when the markets come. Yes, beer is 18% at the moment. 

Beer makes much more margin than spirits, therefore you want to be making more 

money where the margins are until you can take price of beer. Beer has a role it gives a 

scale to reach our brands widelys 

Beer gives us scale to run the brewery business, we need to consider the costs, water 

and the time Number three, beer remains the biggest alcoholic category in the whole 

country, so you have to participate in beer. We are not trying to undersell in context of 

beer at all..  

What we are saying is that, because of the occasion in which we are, economy 

recovering slowly, consumers areunder pressure to spend, you have to be really where 

the money is. That's what we are trying to do at the moment. Beer's going to take a bit 

of time on that. you have to make margin and also growth.  

Unidentified Company Representative 

A- At the moment we produce lots of spirits in Nigeria. We produce bitters, we produce 

Gordons, we produce Smirnoff, we produce Baileys, we produce Mr. Dowell's, we 

produce Royal Challenge and in different SKUs, in bottles, medium-sized bottles].  

When we meet next for this briefing, we will be producing more brands because we 

have a lot of innovation we are working on at the moment. The new investment which 

we are now - the last time we spoke, in August, we just went into Benin Breweries, a 

fantastic, big, new investment we made for spirits. That is under commissioning at the 

moment so it's our intention to continue making spirits and increasing the range of 

spirits that we produce locally.  

Q-Busola Akinde 

My question is centred around your value chain. We could see that over the years you 

have been trying to increase your sourcing raw materials locally. I just want to know 

how has that been, has there been any bottleneck or challenges that you might have 

been facing here with that? Thank you.  

Q-Fola Abimbola, FBN Quest 

 

I have two technical questions. The first one is on your marketing expenses. I noticed 

that it dropped year-on-year. I just want to find out what really happened, was this a 

deliberate attempt to bring down marketing expenses? Do you plan to run more 

activities in H2 and beyond?  

The second question,, what's your capacity utilisation with the beer business? Are you 

running out of capacity or do you have spare capacity and what are your plans for the 

future? Thanks.  

A-Baker Magunda 

Local raw materials, like my colleague, Stanley, said, our current overall component of 

local raw materials into our business is 75% , of everything we use to produce in this 
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business we buy locally. The economics of that is pretty obvious, especially on forex, 

avoiding that because there was no money at some stage for foreign money in the 

country.  

Number two is economic situation through forex Number three, really getting the 

community to participate in the value chain, keeps the money here so it becomes a 

vicious cycle.  

Having said that, here are the things that we are buying: cereals, Stanley mentioned 

some of them, cereals that go into the brewing process. We buy almost all of that locally 

except hops and a bit of yeast. We buy all our local bottles for spirits and beer locally, 

all our crowns, all our PET, all our cans, we buy all these things locally, all our labels, 

all the glue, all the detergents, we buy these things locally now.  

It has been hard work, so people came here before us. We started this process about 10 

years ago, and at that time the contribution was about 15% local materials. Five years 

ago, it was 42%. Two years ago, it was about 63% but you can see how quickly that's 

grown. So, it has taken hard work in developing thistaking them to international 

standards, help in getting them the funding they need to grow.,  

What's our intention? We promise you we can be 100%. We can be 100% because there 

are other places in Diageo where we are 100%, we don't import. We are on the journey; 

we are trying to get the Ministry of Agriculture and Rural Development when we met 

at Abuja. We will get to 100% because it's possible. We are seeing a lot of investors 

given the appetite to invest some of the things we use and it's looking goodat the 

moment.  

A-Unidentified Company Representative 

There's a question I think on marketing expenses. Yes, there is a decline year-on-year. 

That is driven by two things. Just to be clear, we have not reduced the investment behind 

our key brands so that has not reduced, that has increased. As an overall portfolio it has 

reduced but also at the same time, we are trying as much as possible through 

productivity to get everything for every kobo and every naira that we are getting, you 

get much more from a productivity perspective.  

Is it something which we expect? It's more a case of first of all push productivity as 

much as possible, fund your business but also cut your cloth according to your size, 

That's really what it boils down to.  

A-Unidentified Company Representative 

Somebody asked a question around do we have enough beer capacity, what is your 

current beer capacity-wise. For some of you who may remember, seven years ago or 

so, Guinness Nigeria invested over £25 billion in the capacity expansion for beer. For 

those who are in the room that remember. The intention of that big investment was to 

take care of the next 10 years of growth.  

We still have three or so years ahead of us. We will not be needing major investment 

on the beer side. That's why the focus on investments that have been coming through 

over the last years have mainly been in the spirits area, in the canning area and the PET 

area. So, on the beer we feel good, all the simulations we've done over the next three 

years, we don't need new investments and capacity for beer.  

Q-Unidentified Female 
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First question is on APNAD. How has it been growing because I can see the APNAD 

now contributes nearly in line with beer at the top right, what has driven that growth?  

The second is on spirits, just to understand your spirits strategy and business better, 

what is spirits currently contributing to the bottom line if an idea or the difference in 

the margin for beer and spirits. Because it's pretty obvious you are going to be focusing 

more and your investments will be directed toward spirits, and also in the near term 

where do you think spirits growth will come from, what part of spirits, bitters or gin? 

Thank you.  

Q-Unidentified Male (Fela Capital Care Trust) 

My question is centred on the intercompany loan. I know that this is dragging on for 

some time now and I want to commend the effort of the management in reducing the 

debt to Diageo. Can we have a timeline as to when this can be fully offset. Is Guinness 

Nigeria obligated to take the facility from Diageo or will Guinness Nigeria  be looking 

to the future at taking up facilities from a local fund in Nigeria? Thank you.  

Q-Unidentified Male 

My question is with regards to your revenues. On a year-on-year basis, top line run 

down, but on a quarter-on-quarter basis it was actually up. Now, is this largely due to 

the positive trend that we usually see in the last quarter of the year or we actually saw 

a lot of increased consumer spending and do you expect this to be sustained in 

subsequent quarters? Thank you.  

 

A-Unidentified Company Representative 

On the intercompany subsidy, sometimes it's good in terms of context and history. 

When in the middle of the currency crisis, the Board and the management of Diageo, 

of Guinness Nigeria, having looked and found that they could not access currency, 

talked with foreign companies and got a facility. It got the organisation out of a very, 

very black hole, let's not forget that. That facility, by the way, I can still draw upon it, 

it's approved but I've not drawn upon it because in fact I don't need it because we are in 

a much better environment.  

Now, again back to the economics, and here there are people you seeon the Board who 

have a mandate from the shareholders to deliver value to the shareholders. What does 

that mean for me? It means that we need to make those positions for Guinness Nigeria 

shareholders as a standalone. Is it good for Diageo to lend to me, but at the same time, 

I also need to know why I need it at the moment. Also, at that point I also need to look 

at it in terms of pricing, can I get a better offer in the market...  

The currency is something which you have to keep on looking at, but when you look at 

it, you look at the overall cost of that loan which is the interest, and you look at the 

currency position and so long as that is less than what you would otherwise get in a 

local interest loan, then from a shareholder value perspective you go from that 

perspective.  

Am I obligated to have that loan? Like I said, I think there's a lot of businesses but 

Diageo as a shareholder expects us to do the best for shareholders, all shareholders 

combined, and we always have to look at that, and our Board is very, very strong from 

that perspective. So, at the moment it is, it's a value to keep the loan, and when the 
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currency gets to a particular point which we have simulated, we will make the necessary 

decisions about how we move forward on that one. I hope that's clear.  

Revenue improved in quarter 2, you are right. Is it a factor of ember - they are called 

the ember months, which is September, October, November and December. It is a little 

bit of that but also there were ember months in the previous year which didn’t do as 

well. I think what we have spoken to is about the recovery that we have seen in quarter 

1, especially in December, on the beer side. Meanwhile, the other areas which we want 

to focus on have continued to grow strongly, which is the spirit.  

Now, the last one is on the APNAD and what is driving that growth on APNAD. Again, 

it's the consumer We do have two brands at very, very distinct price points but very 

clear and we are growing significantly at two price points. We are growing significantly 

behind that.  

Spirits growth, I think we've really talked a lot about spirits so I will not deliver so much 

in terms of the spirits. Suffice to say, guys, is for us the strategy is very, very clear to 

grow those items which have higher margins but also at the same time continue to work 

very hard to make sure that beer, which we expect to remain as the biggest part of our 

portfolio, growing and getting back to where we want it to be.  

 

 

Close-Out Remarks by Baker Magunda  

A big thank you to everyone, for those on the call, a big thank you for making time to 

make the call. We promise that next time we shall give you more notice, we'll have 

more people in the room. I'm looking forward to the brewery tour for those who have 

been able to come so that we can show you how we make your favourite brands, for 

those who drink some of them, but also meet some of the young men and women who 

every day come in here day and night to make the best brands in Nigeria. So, really 

excited and looking forward to that.  

For those who are here with us in the room, thank you very much for your questions 

and thank you very much for asking those questions on behalf of the investors you 

represent. We hope that my team and I have given you a little bit more light as we walk 

through the brewery, if there's any questions please by all means ask, we shall try and 

answer that question.  

Just for me to wind up, I want the following messages to go with you. The business is 

in good shape, the strategy is right. We are seeing the growth come from where we want 

it to come from. The total market is recovering but very slowly and the value side 

category that is recovering fast.  

We have chosen a strategy to participate with spirit stronger and we are seeing the 

strategy deliver on that. We have invested in areas where we think we can win and we 

are winning, bottling spirits and one way paths, the brand new PET line is running well, 

and that has grown very quickly, the non-alcoholic especially.  

On behalf of the team I represent and Guinness, really excited to be back in Nigeria. 

I’ll keep saying that, excited about the wins we are beginning to see and that the 

business is in good shape and the strategy I think is working well for us.  
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I thank you one more time and look forward to the brewery tour and I hope after the 

tour some of you will come back here so that we can show you how to enjoy some of 

the brands that we produce every day. A big thank you.  

 


