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Greek Food and Beverage Industry
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Greek Food and Beverage Industry

' Executive Summary (1/2)

 The Food & Beverage manufacturing sector is important for Greek manufacturing. Although under
pressure during the crisis, the sector maintained its momentum, especially due to the growth of production in Food
which translated into higher export activity. Its key feature is the high concentration and at the same time the high
degree of fragmentation

* During 2012-2015, Food and Beverage companies increased their revenues, contained their
profitability and did sustainable investments, while controlling their overall debt. Only 27% of
companies can be characterised as Zombies, while the sector in general seems to be competitive and improved
towards the end of the crisis. The typical Food & Beverage company is small and lightly invested. In general, it
appears that an increase in size through investments leads to reduction to the return on capital invested

» Three sub-sectors cover 50% of production (dairy, bakery and oils) while the rest is relatively small.
There are, of course, differentiations within the F&B sector: subsectors with high concentration of Stars, Grey,
Zombies, as well as bipolar ones. Star companies’ main characteristic is their small size. 85% of the sub-sectors either
retained or improved its competitiveness between 2012 and 2015. Only three sub-sectors are Stars (fruits &
vegetables, canning, alcoholic beverages) and three are Zombies (poultry, fisheries, red meat)

» Exports account for 37% of the total production concerning mostly ‘non-branded’ products. Five sub-sectors are
export-oriented, with the rest being fully introverts. However, there are examples of introvert sub-sectors that show
high export speed driven by their large size, such as dairy products




Greek Food and Beverage Industry

'Executive Summary (2/2)

 The Food & Beverage industry lags behind in competitiveness and extroversion due to structural
weaknesses that limit dynamic growth. The growth and the export constraints of the sector fall into two
categories:
- small corporate size
- market failures

* Under the pressure of extremely low concentration and low export potential, the sector will be led to
transactions and restructurings from consolidator companies

» The sector’s growth strategy should be based upon the systematic concentration of sales under
common brands that will lead to production aggregation, effective cost saving and stronger marketing activities

» If there is no intra and cross-sectoral aggregation then, following the historical trends, there will be a gradual
improvement of competitiveness in 5 years , however the Food & Beverage industry will remain structurally the same
with all its weaknesses strengthened
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The Big Picture

| The contribution of Food and Beverage industry in Greece is higher

compared to other European countries

F&B Manufacturing Revenues = %of F&Bin F&B Manufacturing % of F&B in
2016 (€ Bn) manufacturing Production Value manufacturing
2016 (€ Bn)

Germany

9% 10%

France 21% Germany

21%

France

Italy 15% 15%

UK. 18% ftaly

18%

Spain 24% UK. 24%

Portugal 19% Spain 18%

Greece 29% Portugal

28%

Greece [ii¢]

Sources: Eurostat, Structural Business Statistics, 2016

Germnay

France

UK.

Italy

Spain

Greece

Portugal

F&B Manufacturing % of F&B in
Number of Employees manufacturing
2016 (K)
862 / / 12%
570 20%
436 17%
435 12%
392 21%
11 36%
110 16%

In large economies the Food and Beverage industry accounts for 10-
20% of manufacturing, while in Greece it reaches 30%




The Big Picture

| The Food sector is the largest manufacturing sector in Greece, while
together with Beverages they represent the 29% of total sector’s
production value

Production Value by Manufacturing sector (€ Mn)

.........

11,073
10,773
3,732

Refined petroleum products

The industry

Basic metals
Fabricated metal products,

5 b - 2,861
except machinery and equipment ’
O CC u p I eS Chemicals and chemical products 2,183
ap p rOX I m ate Iy Other non-metallic mineral products 1,883 Revenue (Total Manufacturi ng)
""""""" 1,743 2016

l l l K Rubber and pla;;i-c-;;;;t-:lzj-c-t;-i 1,621
T e 1,497

employees,

covering 36%

of the total

workforce in

manufacturing

Paper and paper products

Electrical equipment
71%
(€37.1Bn)

Wearing apparel
Machinery and equipment n.e.c.

Textiles

Employment (Total Manufacturing)
2016

of recorded media
Tobacco products

Furniture
Other transport equipment
Computer, electronic and optical products

Wood and products of wood and cork, 64%
except furniture; manufacture of articles of 316

straw and plaiting materials (198 . 6K)
Other manufacturing 269

Leather and related products 160

B B

Rest of manufacturing sector
Sources: Eurostat, Structural Business Statistics, 2016 8

Motor vehicles, trailers and semi-trailers 97
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The Big Picture

| The Beverages sector declined due to tax burden, while production
of Foods depicted a positive trend

Harmonised Index of Consumer Prices (HICP) & Production Index Harmonised Index of Consumer Prices (HICP) & Production Index
Food Manufacturing Beverage Manufacturing
o - v -
O 130 CAGR 50092016 z 130 CAGR 5009-2016
T 4 2.8% ] )
120 120 . —o — 26%
110 A CAGR ,000. 110 1 /
0.6% 2009-2016 VAT increase in alcoholic beverages
100 o 100 from 23% to 24% in 2016
J _ CAGR 3009-2016
90 90 1.4%
80 A VAT increase from 80 A
70 - 19% to 23% 70 4 Imposition of an exceptional
consumption tax to alcoholic
60 - 60 beverages (EFKOP) in early 2009
50 T T T T T T 1 50 T T T T T T 1
2009 2010 2011 2012 2013 2014 2015 2016 2009 2010 2011 2012 2013 2014 2015 2016
Sources: Hellenic Statistical Sources: Hellenic Statistical
Authority, PwC Analysis Authority, PwC Analysis
—&— HICP Production Index

Production of the Food secotr grew by 20%, during 2009-2016, in contrast with the growth of the Greek economy

Foods HICP demonstrated a marginal compound annual growth rate (cagr) of around 0.5% in 2009-2016, driven
largely by VAT increase from 19% to 23% in 2011

Beverages were heavily taxed , with HICP indicating a compound annual growth rate (cagr) of roughly 3%, mainly due
to the VAT increase from 19% to 24% during the crisis, reducing production by 9%




The Big Picture

The Food industry increased its exports, while Beverages followed
a different path

Consumption, Imports kat Exports (€ Bn) Consumption, Imports kat Exports (€ Bn)
Food Beverages
9.2 9.0 CAGR 5000-2016 22 2.4 - CAGR ;009-2016
&1 ___— 8 sz 85 82 85 — ' 19 19 20 Lo 19 Caaw
7.6 w7 7.4 7.3 7.4 78 79 20 0 19 18 -9 18 1.8
6.5
25 27 29 3.0 32 3.0 3.6 36 0|-2
4.0 4.2 4.2 4.1 4.1 4.1 4.0 4.2
2009 2010 2011 2012 2013 2014 2015 2016 2009 2010 2011 2012 2013 2014 2015 2016
Source: Hellenic Statistical Authority Source: Hellenic Statistical Authority
— Apparent Consumption (€ Bn) * — Production (€ Bn) Exports (€ Bn) M Imports (€ Bn)

* Apparent Consumption= Production + Imports - Exports

Apparent consumption of the Food sector grew by 0.5% during 2009-2016, with production
rising significantly and is driven by exports

The decline in apparent consumption of the Beverages sector reached 2.5%, with production
closely following and exports rising slightly




The Big Picture

Food sector’s revenues grew at an annual rate of 3.4% from 2012 to
2016, while Beverages’ revenues increased by 3.1%, gaining a positive
momentum

€ Bn

€ Bn

Food Sector - Revenue

© ] 132 131
171 111 1.3 115 116 115 \

10 -

5 -

0 =

2009 2010 2011 2012 2013 2014 2015 2016

Beverages Sector - Revenue

15 q

10

5 1
22 21 19 17 18 17 18 20

gl B §F I BRIl

2009 2010 2011 i\2012 2013 2014 2015 2016/,:i

Sources: Eurostat, Structural Business Statistics
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The stable consumption,
slightly increased prices but
also the exports’ expansion,
were translated into revenue
growth for the Food sector,
especially during 2014-2016

Beverage companies
reported a downward trend
in revenue during the crisis,
which is showing a recovery
in 2016
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F&B companies’ categorisation based on the
number of employees (2015 data)
100

100

8%

18%

<4+— 100%

# companies Revenues
I Large (>50 employees [ small (10-19 employees)
B Medium-sized (20-49 employees) [_] Micro (1-9 employees)

Source: Eurostat, Structural Business Statistics, 2016

Large

0 1 2 3 4 12 13 14 15 16 17

# companies in 2015 (K)

Source: Eurostat, Structural Business Statistics, 2016
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The Big Picture

The Greek Food and Beverage
industry is also highly concentrated
and highly segmented

* Most of the companies (~ 15,799 in 2015) are small family
businesses, employing fewer than 10 people. However, they
account for only 18% of the total industry’s revenues (€ 2.6Bn)

» On the contrary, the larger companies, employing more than
50 employees, have shown resilience, with their revenues
increasing in recent years and reaching € 9Bn in 2015. The
remaining 19% of the industry's turnover comes from small and
medium sized companies employing between 10 and 50

employees

|
| Medium-sized
,, (20-49 employees)

(10-19 employees)

63%

of the total industry

revenues come from 1%
of the companies

12



Summary

» The Food & Beverage industry has a particularly important
place in the Greek manufacturing, since it is the largest
industrial sector in Greece, accounting for about 30% of total
employment and revenue

* Production of Beverages declined due to continued price
revaluations during 2009-2016, while production of Food rose
driven by exports

» Food companies’ revenues grew at a pace of 3.4% p. a. from
2012 to 2016, while Beverage companies’ revenues increased by
3.1% indicating a positive momentum

» The Greek Food & Beverage industry demonstrates high
concentration and high fragmentation, with 1% of the
companies producing 63% of total turnover

13




| Competitiveness of the companies
active In the Food & Beverage sector
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A brief description of
competitiveness

The sample of 292

» For 292 companies with annual revenues greater than
Iarg € FOOd & Beve ra‘g € € 10Mn, we have conducted a competitiveness
CO m pan i eS re p rese ntS analysis using the PwC methodology, Stars & Zombies
0 In 2015, these companies reported revenues of €10Bn
67 A) Of tOtaI tu rnover and employ about € 8Bn in equity, € 3.7Bn in loans
0 and 42 thousand employees, representing a large part
and 51 A) Of tOtaI of the Food & Beverage industry
em p I Oyment Of the The combination of revenue growth (compounded
annual growth rate), profitability (return on capital
SEC'[O r employed) and debt sustainability (Net

Debt/EBITDA) forms the competitiveness profile of
each company

PwC



Competitiveness of the companies active in the Food & Beverage sector

| Competitiveness criteria for Food & Beverage companies

Evaluation criteria
Profitability Debt Constraints
Revenue CAGR 12'-15’ | Average ROCE* 12'-15’ | Net Debt / EBITDA ‘15

| Competitiveness bands**

Criteria | High Competitiveness Medium Competitiveness Low Competitiveness

Less than -4.2%

Revenue CAGR,g15.5015 Greater than 9.5% Between -4.2% and 9.5%

Return on Capital Less than 1.4% or Return on

Greater than 10.5% Between 1.4% and 10.5%

Employed (ROCE),g15.2015 Capital Employed <O
Less than 1.5x or Net Debt Greater than 5x or
Net Debt/ EBITDA,q;5 <0 Between 1.5x and 5x EBITDA <0

Competitiveness

. . . . Categories Classification
» Depending on the performance in each criterion, every Index
company receives a value (High, Medium, Low) forming 27 21 HHH Stars
different categories 18 HHM, L MHH High Competitiveness
12 HMM, MMH, MHM
« The combination of these tags produces a competitiveness Z ;':A';\’A"HH’ HLH .
H . — : rey
index (e.g. HML: 3*2*1 = 6) for each company taking values ; HLM, MLH. HML. MHL, Medium
from 27 (HHH) to 1 (LLL) LMH, LHM Competitiveness
. . 4 MLM, MML, LMM
» Based on the competitiveness values, companies are 3 HLL LLH. LAL .
. - . Zombies
grouped in three hyper-groups i Ili/ILILL, LLM, LML Low Competitiveness

* ROCE=EBIT/, (Capital Employed =Equity + Debt)
** The limits reflect the lower 25% quartile and the upper 25% quartile of the distribution of the data

PwC
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Competitiveness of the companies active in the Food & Beverage sector

| During the last 4 years, large Food & Beverage companies mark a
2% increase in annual revenues, an EBITDA margin of 6.5% and
high levels of investment

CAGR;012.2015° 1.6% CAGR012-2015° 2.7%

_______________________________________

Total Revenues (€ Bn) ,” ~s EBITDA (€ Bn) . N

\ 7
96 9.7 9.8 101 \ ’ .

9.2 ! ] \

8.4 8.7 ! Change in !
. i 9.2% [
1 Revenue ! EB ITDA
: (%) : margin (6) | 6% 6.4%
|
|

5.1%

4.20%
0.8

\

1

1

1

1

1

1

1

! ]

1

0.6 0.5 | 0.7 0.6

1 .

| 04 I 03 0.5
T T T 1 ! I

X i . . . )

1

1

1

1

1

1

1

1

1

1

2012 2013 2014 2015 2008 2009 2010 2011 2012 2013 2014 2015

2008 2010 2011
-3.76%

Net Debt (€ Bn)

CAGR 0,5 50:5: -0.49% Fixed Assets (€ Bn) CAGR 0.5015: 2.6%

Net Debt/EBITDA (x)

11.7

5.5

5.2 5.1
4.2 43

5.1 5.0 5.4

1.49%

ROCE (%) V

. e o e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e =

2008 2009 2010 2011 2012 2013 2014 2015 / 2008 2009

s
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Competitiveness of the companies active in the Food & Beverage sector

| 36% of the sector’s companies are Stars, while only 27% are

classified as Zombies

Companies with systematic
revenue and profitability growth ,
and sustainable debt

45% 49%

39%

G re Companies lagging behind
y compared to Stars in one or two |
of the competitiveness criteria |

41%

22%

82

58%

Zombies
12%

Companies

% Revenues 2015

................................................................

. % Debt 2015

% EBITDA 2015

% Employees 2015

PwC

Companies with lower revenue,
negative or zero profitability, and
unsustainable debt
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Competitiveness of the companies active in the Food & Beverage sector

" Star companies generate 48% of total profitability and 33% of the
sample’s revenues, while having an average EBITDA margin of
nearly 11%

L - Revenue ® Net
Competitiveness Number of Staff Revenues EBITDA EBITDA Capital Employed Net Debt CAGR (%) ROCE (%) Debt/EBITDA

Index Companies (€ Mn) (EMn)  Margin (€ Mn) (2 bl 12-'15 12715 (x) ‘15

27 18.9%
18 9.6%
12 41 6,086 1,642 124 7.6% 1,002 156 1.8% 8.1% 1.3 i
Sub-Total

10 706 315 36 11.5% 201 -15 -2.6% 16.0% N/A**

29 4,580 1,480 138 9.4% 1,205 488 1.7% 6.9% 3.5

30 4,295 1,077 61 5.7% 742 221 10.4% 3.5% 3.6

38 7,665 1,690 165 9.8% 1,351 737 1.7% 1.8% 4.5 i
13 1,957 314 8 2.7% 205 158 8.4% -6.8% 18.8 B

-3.4% 125

-16.7%

Sub-Total
Total 10,032

671 3.0% 3.8%

* 8% of the sample (22 "Super Stars" companies) is classified as . .-
very competitive with rapid growth and high return on capital, High cor_npetltlveness
while 10% of the sample (30 "Real Zombie* companies) has companies occupy about 14k

negative profit margin and unsustainable debt employees, corresponding to

 44% of the sector’s capital employed is utilised by Greys and 32% 32% of the sample
by Zombies. Stars employ their capital in a more efficient way

*EBITDA <0 **NetDebt<0

PwC

Aol
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Competitiveness of the companies active in the Food & Beverage sector

| Competitiveness of the Food & Beverage industry was improved
since 2012 despite market pressures

188 companies (66% of the total) improved
or remained stagnant

96 companies (34% of total — T _ -
sample)ppresen(ted a 79 companies (28% of total %09 companies

: ( 38% of total sample)
downward trend sample) remained stagnant , (
- [ \\\\pl'isented an upward trend

-

2012 15

41 40 15 20 32 31 23 42 25 284
7 T T = I I N7 7 7

» Since 2012, 21 companies have turned into Zombies, while 13 became Stars

» Between 2012 and 2015, 48% of Zombies failed to improve, while 47% of Stars remained stable

PwC 20

18 12 9 8 6 4 3 [ 1 Total 2015

1 0 0 1 0 20 h
4 1 2 1 0 0
1 8 6 4 4 3 0 3
1 3 1 1 0 0 1 1 7
0 0 7 0 4 10 0 0
1 3 6 2 1 3 2 1
1 0 2 1 3 6 5 0 ]
0 0 1 1 0 2 0 2 b
0 1 2 2 1 4 8 2 9 35 —
0 0 1 0 0 2 0 4 14 33 3
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Competitiveness of the companies active in the Food & Beverage sector

'Return on capital employed declines along with the rise in
iInvestment and capital intensity, suggesting a “trench” towards

company size growth

25%

20%

ROCE (%)
ROCE (%)

15%

15% /
10%

10%

5% | p— 5%
0% 0%

0 20 40 60 80 100 0

Revenues (€ Mn)

- Total

In(ROCE) = a,*In(Revenue) + a,* In(GBV) + a;* In(Net
Debt/EBITDA)

In(Revenue) In(GBV) Deb:;]ég(le'f'DA) R2
Total 0.12 -0.27 -0.41 0.94
Stars 0.09 -0.23 -0.28 0.90
Grey 0.13 -0.28 -0.32 0.95
Zombies 0.00 -0.17 -0.33 0.90

PwC

20%

ROCE (%)

15%

10%

o \

50

- Stars

0%
100 150 0x 5x 10x 15x

GBV (€ Mn) Net Debt/EBITDA (X)

Grey

Zombies

Return on capital employed rises while revenue increases, due to
better fixed asset utilisation

A drop in return on capital employed through expansion of the

production base, is indicative of under-utilisation of fixed assets

Decreasing returns in scale constitute an important sectoral
characteristic, which leads to technological devaluation of fixed
assets

21



Competitiveness of the companies active in the Food & Beverage sector

' The average Food & Beverage company is small, with a limited capital
base

N Capital Net Debt/
Revenue Staff Profitability ROCE Employed EBITDA

stars €30Mn 131 €3Mn 13.5% €17Mn 0.6X

10% Revenue CAGR employees EBITDA and around 11% ROCE 015015 Net Debt/EBITDA with net
2012-2015 EBITDA margin Debt of €1 Mn

Grey € 40Mn 148 €4Mn 6.9% €30Mn 3.9X

Net Debt / EBITDA with net

2.8% Revenue CAGR employees EBITDA and around 9% ROCE15-2015
2012-2015 EBITDA margin Debt of €11 Mn
Zombies € 26Mn 143 € -IMn -9.6% €28Mn 20.6x
employees EBITDA and around -5% ROCE;015.2015 Net Debt/EBITDA with net Debt

-3.3% Revenue CAGR
2012-2015

EBITDA margin of €24 Mn

» The average Food & Beverage company reports average revenues of just over € 30Mn and occupies about 141 employees, while
the average European equivalent stands over € 60Mn and around 200 employees

» Although performance varies with competitiveness levels, the typical size of a Food & Beverage company remains almost the
same, as most competitive companies ustilise less capital

PwC 22



Competitiveness of the companies active in the Food & Beverage sector

Competitiveness of the companies active in the Food & Beverage
Industry

During the last 4 years, large Food & Beverage companies mark a 2%
increase in annual revenues, an EBITDA margin of 6.5% and high
levels of investment

36% of the sector’s companies are Stars while only 27% are classified
as Zombies. Stars generate 48% of total profitability and 33% of

total sample’s revenues, with an average EBITDA margin of around
11%

Competitiveness of the Food & Beverage companies improved since
2012 despite market pressure

Investments and capital intensity are negatively correlated with
return on capital employed, for all competitiveness groups,

indicating under-utilisation of fixed assets and technological
devaluation

The average Food & Beverage company is small, with a limited
capital base

PwC
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| Competitiveness of sub-sectors differs
significantly

PwC



Competitiveness of sub-sectors differs significantly

' The Food & Beverage industry appears as of medium competitiveness
as a whole with three sub-sectors standing out

1
2
3
4
5
6
7
8
9

Sub-Sector

Fruits & Vegetables
Canning

Alcoholic Beverages
Pork

(o]

Bakery

Dairy & Ice cream
Water & Soft Drinks
Frozen Food

Nuts & Currants
Poultry

Red Meat

Fisheries

Jvvolo

Sub-sectoral characteristics of the F&B Industry

Capital Fixed
Employed T(zg:w[?%bt Assets
(€ Mn) (€ Mn)

Weighted

" . Revenue EBITDA EBITDA
Compler::jt;\;eness # Companies Staff (EMn) (€Mn) Margin

671 6.4% 8,010 3,659 5,476

*EBITDA<O

* Approximately 75% of Food &

Beverage revenue is
concentrated in medium
competitiveness sub sectors
with bakery and dairy products
dominating, and also in more
competitive sub-sectors (fruit
& vegetables, canning and
alcoholic beverages) with total
revenues reaching € 2Bn

Fisheries and red meat are the
least competitive sub-sectors
generating revenues of €
640Mn

Bakery and dairy products generate the largest amount of revenue
comparing to other subsectors, yet the majority of their companies fall

Into the Zombie classification hindering total competitiveness




Competitiveness of sub-sectors differs significantly

I i
There are several sub-sectors that demonstrate high revenue
concentration in competitive companies

Concertation of revenues per competitiveness group (%)
q 1 True Stars — High concertation of revenues in Stars 4 Zombies - High concertation of revenues in Zombies
Sub-sectors with 50%

B 54 - = revenue concentration 1234 6 89 12 18 2
Alcoholic 3 71.6% $ : - 3
14.3% 141% | ° : 24l instar companies : . 42.6%, 52%
Beverages . 1 T H Fishery
...... L] that have significant 2.4%,
[ growth prospects 3
Fruits & 71.2% A
9 52.7%
Vegetables 8.3% 20.5% . = 47.3% ‘
3 0%
2 High Potential - High concertation of revenues in Grey + Stars e I JL )
1234 6 89 12 18 27 ]
; Sub-sectors with the ™., Zombies Grey Stars
Canning 0.4% 46.9% 43.7% majority of their revenue ™, PR
— ‘ H concentrated in Greys, % T,
but with positive - Sub-sectors with the majority of - ..
1 37.6% L momentum, since they \‘ their revenues concentrated in
7.3% ., also have a large share in . Zombies and Greys -
... Stars T T T e
) e
\\ w /"
213y 445%

3 Under Pressure - High concertation of revenues in Greys
1234 6 89 12 18 27

T Alcoholic beverages and
13.1% 8.4%

——— | e e fruits & vegetables
“il ol s @ e concentrate over 70% of

companies of medium

titi dless i i I .
17-6%IW| 25 204 o °¥ competitiveness 22;1 ess;l:r} their revenues in Stars
29.00)

Red meat and fisheries

oo have m i n i m u m n u m be r Of
Dairy & 1o ﬂo—l o Star companies

36%
cagkol S 28.3%

PwC el (| >

Zombies Grey Stars

49% I




Competitiveness of sub-sectors differs significantly

| Approximately 50% of the sub-sectors improved its competitiveness
within 2012-2015, while the other 50% was deteriorated

Comparison between 2012 and 2015 competitiveness indices

Changes in Sub-Sectors’ Competitiveness Index

2 %
N 25 1 Change in
2l Sub-sector A(2012-2015) Competitiveness
Z 23 1
g 2 Dairy & Ice C 2.5
T 2 airy & Ice Cream .
£ 20
19 1 i
§ 9 Fruit & Vegetables 2.0 Large
17 1 »
é o ] winners Poultry 20 Improvement
= 15 A
E 141 Water & Soft Drinks
2 13- Frozen Food 1.8
o 121 Fruits & Vegetables /2~ ————— - —
E 11 1 Dairy (] .
8 1] Frozenroos @ @ - Water & Soft Drinks 0.7 Mild
9 1 o
g - Alcoholic Beverages oie Bakery . Improvement
1 AL Alcoholic Beverages 0.4
6 - oultry ' T et &
5 A Nuts & Currants laser.s Canning _01
4 7 @Red Meat
g : Fisheries Pork -0.2
14 Mild Decrease
0 T T T T T T T T T T T T T T T T T T T T T T T T T T 1 Nuts & Currants -0'3
012 3 45 6 7 8 910111213 1415 16 17 18 19 20 21 22 23 24 25 26 27
Bakery -0.5
Competitiveness Index in 2012 . . 05
Fisheries :

» Dairy products, fruits & vegetables and frozen food improved their
competitiveness from a relatively low base

» Oils and red meat had reduced significantly their competitiveness
during 2012-2015

Red Meat Decrease




An overview of Competitiveness in the F&E

The companies of the Competitive Stars vs Zombies

industry quickly _ corporate base S
recovered from the
Crisis i Nearly 40% of the sector’s companies ?
During the last 4 vears. large are Stars while only 27% are classified
uring St & years, ‘arg as Zombies. Stars generate 48% of i oo
Food & Beverage companies 9 ’ Zombies

total profitability and 33% of total
sample’s revenues, with an average

EBITDA margin of around 11%

mark a 2% increase in annual
revenues, an EBITDA margin of
6.5% and high levels of
investment

High concentration of g
revenue in competitive |,
companies...

sub-sectors improved thei
competitiveness in 2012-

2015, while the other 50%
was deteriorated

There are sub-sectors with more
than 50% revenue concentration
in Stars, but also sub-sectors with
the majority of their revenue
laying both in Stars and Greys

The sub-sectors demonstrating
the largest improvements in
competitiveness during 2012-
2015 were dairy, fruit &




| Export dynamics of the Food &
Beverage sector

PwC



Export dynamics of the Food & Beverage sector

Exports in the F&B Industry

e During 2012-2015, domestic demand faded away to a large extent due to decreased household consumption expenditures,
having as a result a large part of the Food & Beverage sub-sectors remaining stagnant in regards of exports

«  The majority of the extrovert sub-sectors either retained or increased their exports during the last years, but at the same time
sectors that were traditionally based on domestic market have shown an export dynamic

«  Exportactivity of each sub-sector is defined though:
» its extroversion, as a percentage of domestic production that is exported

» the compounded annual growth rate of exports during 2012-2015

Exports over domestic Production

The ratio of exports to total domestic production is a measurement
of extroversion, since it records the export direction of each sub-

Extroversion sector

2015 . Exports 3915
Extroversionzg s = ————————
Production 515

Export
Dynamic
Index*

Export CAGR ‘12 - ‘15

) The exports’ compounded annual growth rate refers to the
Exportvelocity dynamics of each during the last 4 years
2012-2015

Exports,p1s

Export Velocity,g5 = Exportsyg,

*x [\/(1 + Extroversion) * (1 + Export velocity) — 1]
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" Five sub-sectors of the F&B industry export more than 50% of their
production and cover over 60% of total exports

Sub-sector Extroversion* | , EXPOrts Production
(€ Mn) 2015 | (€ Mn) 2015
Out of the total

[oils LU production of the Food &

- 83% 771 925

- 69% 568 824 L Beverage sector, Only

- 55% 337 609 37% is exported, mainly
concerning bulk products

Canning 50% 88 182
Sub-Total
Red Meat

.
Dairy ) n
Sub-Total
Bakery

S1I8A0U41XT

Pork and poultry export
around 4% of their total
production, while fruits
& vegetables and Oils
nearly 90%

STENIING)
wnIpan

Water & Soft Drinks - -

Pork

S1I8aA0AIU|

Sub-Total
Total/Average
Source: Hellenic Statistical Authority (fisheries production includes aquaculture and fishing)

* Extroversion = Value of Exports/Value of Total Production
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medium or low export activity sub-sectors

Extroversion (%)

Extroversion and production in the F&B Industry

97%

27% of
exports

___________________________

15% 14%

1%}
o 1
2 ER 3 2 2o ! 2 r 3 kL 2%
3 P = S SE2¢8 3 g 8 _tc '=25
£ 3 @ o =29 a rd L S5E 1234
S = c = < > P=Na) <}
oo ] S ST 8 o S T o
g w © On:o \ S ;% /
> ] = \ o n 7
0 o ~ '8 ’
2 g
P4 °
< .
< Production 2015 (€ Mn) >

Source: Hellenic Statistical Authority

Dairy, Bakery and
Water & Soft Drinks
account for 55% of
the industry’s total
production,
however these sub-

sectors have not yet
managed to reach
high levels of
extroversion
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| Total exports increased by 26% during 2012-2015, however almost
half of the sector decreased its export activity

Exports Export Velocity* . c " .
€Mn 2012- 2015 Olls_: malntalneo_l a}nd mc_reased
onsl 744 their export activity during
Rapid . . .
Dairy| 556 PSSl 2012-2015 ,while dairy, despite

having been introvert in the
Medium past, have shown significant
Velocity . .

export expansion exceeding

50% of their total production

Canning| 88

Fruits & Vegetables | 771

Poultry. 18
Alcoholic Beverages | 173 Stagnaney

Water & Soft Drinks | 103

Red meat, pork and nuts &
currants have shown the
largest contraction in

Bakery | 358

Fisheries | 568

Frozen food 19 Export

NS 6 ‘ e Contraction eXportS during 2012‘2015
uts urrants
Pork 7
« . __ Exportszois _
Red Meat 50 ass Wei;!tw“ Export Velocity,gqs l— 1
) avg: 26% ** Weighted by exports

Source: Hellenic Statistical Authority
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'The sector is dominated by permanently introvert companies,
although exhibiting an extrovert dimension of low dynamism

Regarding the extrovert
sub-sectors, only oils were
able to significantly
Increase their exports,
followed by canning and
fruit & vegetables

The majority of sub-

sectors marked a decrease
or an overall export
stagnation, with dairy
being the only introvert
sub-sector that is growing
Its export activities

Export Velocity (%)

Export Growth vs Extroversion

Export Dynamism

100%

90%

80%

70%

60%

50%

40%

30%

15%

22%

Canning

Export Leaders

N

Q Production

% export
concentration

20%

10%Poultry
\

Water & Soft Drinks

-20% Xopvo
-30%
-40%

-50% -

Alcoholic Beverages

Frozen Food
09 40%

Red MeaC

19%

Permanently Introvert

Nuts & Currants

44%

/ \
Fruit & Vegetables

Fisheries

- Extroversion (%)

70%

Export Maintenance

80%

90%

100%
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| High competitiveness seems to promote export growth in the Food &

Export velocity

Beverage industry

100% -
90% A
80% A
70% 1
60%
50% A
40% A
30% -
20% A
10% A

0% A
-10% A
-20% A
-30% A

-40% -

F/rozsn Food
Nuts g/Curra

Red Meat

Q Revenues

Fruits & Vegetables

Alcoholic Beverages

15 18 21 24 27

Weighted Competiveness Index

Increase in competitiveness
appear to be strongly related
to exports

Sub-sectors of low
competitiveness have

limited export activity with
two exceptions: oils,
primarily exporting in bulk
and diary primarily
exporting long-lasting
products
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Export dynamics of the Food & Beverage sector

| The Food & Beverage industry is
competitive but not particularly

extrovert

» The export potential of the Food & Beverage
industry is not particularly high, since most sub-
sectors are characterised as introverts, while
extrovert sub-sectors such as Fisheries and Nuts &
Currants demonstrate a decline in export velocity

 Oils, followed by fruits & vegetables, maintained
and increased their export activity, while dairy,
although an introvert sector, demonstrated
significant export expansion during 2012-2015

* Introvert sub-sectors increase their exports by
improving their competitiveness, but the overall
export dynamic lags behind that of the extrovert
sub-sectors

PwC

Export Dynamic Index

100% ~

90% A

80% A

70% A

60% -

50% A

40% A

30% A

20% 1

10% 1

-10% -

Competitiveness is positively
correlated to extroversion, but two

large sub-sectoral groups
demonstrate different export
dynamics

Fruits & Vegetables

Nuts & Currants
Alcoholic Beverages S

ey
s

Water & Soft Drinks
Poultry
Red Meat

12 15 18 21 24 27

Weighted Competiveness Index

O Revenue
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! An overview of export activity in the F&B

Around 1/3 of the

- i i
F e/

sector generates 60%

of total exports

The Food & Beverage industry does
not demonstrate high export activity.
Oils, fruits & vegetables, nuts &
currants and fisheries are the only
true extrovert sub-sectors in 2015
with exports reaching around

€ 2.5Bn

The sector is dominated by
permanently introvert
companies, while exhibiting
a modest extrovert
dimension

From the extrovert sub-sectors, only
oils significantly enhanced their

exports, followed by canning and
fruits & vegetables

Extroverts vs

Introverts
Extroverts

Fruits & Vegetables

Fisheries

‘Trapped” production in
medium extrovert or
introvert sub-sectors

Introverts o )
Most of the production is located in

sectors of medium export intensity,
such as dairy and bakery, but also in
purely introvert sub-sectors

Water & Soft Drinks

" High competitiveness

seems to promote |,
export velocity in the Food &
Beverage industry

sector is competitive
but not particularly
extrovert

Introvert sub-sectors increase their
exports by improving
competitiveness, but the overall
export potential of the sector falls
short when compared to that of the/;= %
- extroverted sub-sectors 8

Increases in competitiveness appear to
be strongly related to exports, while
sub-sectors of low competitiveness

present limited export activity

il



Policies & Strategies for Growth
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Policies & Strategies for growth

| Why do F&B companies lack in
competitiveness and export activity?

Small Company Size Market Failures

A hidden part of

» Lack of funding for tangilbe and » Lack of institutional equity
the Greek economy mta)nglble investments (marketing, R&D > Small scale of companies
- - etc. incompatible with the requirements of
Sho u Id be VISI b I e to » Difficulties in shaping strategy and the international markets in terms of
i i consistent export marketin olume and product variet
international iotent exp "o vou procuct varley:
» Lack critical mass necessary for » Absence of a single or collective

systematic R&D international marketing and sales

> Lack of economies of scale in
production

Limited exporting dynamic

» Lack of funds for investments in
branding and market share

Low level of product innovation
Small production volume per product

» Limited footprints in international
markets

YV Vv
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Policies & Strategies for Growth

| A glimpse at the future of the Food
& Beverage sector...

PwC

Industry-wide strategies focus on products, logistics,
production, and marketing

The industry is constrained by low concentration and low
export potential

There will be M&As in the Food & Beverage sector with a
small subgroup of companies (=20) taking the role of
consolidators and about 110 companies being potential
targets

There are 106 well known Food & Beverage brands, while
the Greek diet is widely accepted and the Greek products
are of intrinsically high quality

In the Food & Beverage ecosystem, many products could
be grouped under umbrellas of common brands in order
to create the necessary critical mass for competent
presence on international markets

Food & Beverage companies
generally suffer from lack of
competitiveness and
extroversion
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Strategies for the development of the Food &
Beverage industry relate to products, production,
logistics and marketing

Ol 02 03 04

Products Production Logistics Marketing

« Creation and development of  Expansion of production scale « Increase of storage scale and » Demand aggregation for

innovative synthesis distribution of products products
* Higher flexibility of Greek

« Creation and promotion of companies . Aggregation_of activities for . Segmentation_of supra and
more attractive packaging _ shared Iocat!on (to_customers normal branding products
« Cross-sectoral supply aggregation and production units) s me——

* Adjustments in cultural to primary agri-food processing « Distribution of products through  agreements (price and credit)
differences international channels

* Minimal production quantities
compatible to low demand differentiation

» Grouping and product

» Permanent marketing
infrastructure




Policies & Strategies for Growth

' The Food & Beverage industry is under the weight of extremely low
concentration and low export dynamic

» Large and competitive companies will play the role of consolidator (= 17)

* Small/medium size and of medium competitiveness companies will constitute targets for consolidators (= 94)
» Medium sized competitive companies could act either as consolidators or targets (= 16)

* Small and competitive companies will remain “niche” (= 83)

» Medium and large-sized Zombies will stand as targets of strong consolidators, who can bear the transaction costs
through bankruptcy or special administrator (=15)

» Small Zombie companies will be driven, to a large extent, in liquidation process (= 67)




Policies & Strategies for Growth

PwC

Revenue (€ mn)

Concentration dynamics of Food & Beverage companies

“420J, [
T [ ]
300 -
280 A
260 - 1
S| 240 A °
3 220 Restructuring Consolidator/Target (13) Consolidator/Organic (4)
Assets (5)
200 A ° °
180 A
160 - ¢
140 -+ L L
)
120 - ¢
\ 4 o
A 100 =
S Target (14) Consolidator/ °
=] 80 - [ ] ) Target (16)
S Restructuring °® ® o °
(] 60 Assets ‘10) ) [ s ®
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=1 67) _ A ~ v e g -
g }u‘ K Target(80) it Target (83) ’
9 o e
ny ¥ T .I T T I T T |/ /I T 1
4 5 6 7 8 9 10 11 12 18 27
Zombie h Grey - h Star -
Competitiveness Index 2012-2015
® Water & Soft Drinks Dairy @ Poultry ® Bakery Kateyvypéva ® Canning Red Meat
® Alcoholic Beverages ® OQils @ Fisheries Pork Fruits & Vegetables Nuts & Currants
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Policies & Strategies for Growth

| There are 106 established Greek brands in the Food & Beverage
industry, while the Greek/Mediterranean diet is widely accepted,
and the Greek products are of high quality

Canning and Nuts & Alcoholic Beverages
Currants
MEBTAN B ATPO.BLM. A.E.
o~ [1ynenaz
‘Hl'lelPO!b | A ArPOTIKH
. @ @
.-'\-"-}'M TRADE OF OLIVE OIL

ToANTALI
#

WINES & SPIRITS

g €20

NICO LAZARIDI
b tiin

THMA
XATZHMIXAAH
“DOMAINE HATZIMICHALIS
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Policies & Strategies for Growth

In the Food & Beverage ecosystem, many products could be
grouped, from a marketing and sales perspective, under umbrellas
of unified brands

Leading and smaller Food Through a flexible corporate

Creation of a «Supra F&B Brand», scheme with investments in
& Beverage brands can be . - . -
under which Greek products are marketing and joint services,
grouped together . \ .
collecting at least € 300m advertised and promoted group's revenue will more than
g (e.g. Produit du Soleil) double over a decade, mainly

in annual revenue
due to exports

Supra F&B Brand

Brand Brand
A B | BrandPortfolio |
Brand
¢ E
Ll Brand 'lll:'

KNZEM
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Policies & Strategies for Growth

The aim is to create the necessary critical mass in the international

markets

“PRODUITS DU SOLEIL”

Corporate Unit

Production &
Logistics

Sales &
Marketing

Centre of joint
services

Brands Production Facilities Department
& Storage

Brand 1 Production Facility 1 Financial Management
Brand 2 7 s Human Resources
Brand 3 Storage 1 Information System

o | .

e SO A g Design

o T T A A

Production Unit

Services

Services

152 Provided by 3 parties / outsourced
[T Proprietary

PwC

The "company* that will be created through the cooperation
of Greek branded companies in the Food & Beverage
industry will aim to create an important player in the
international market through demand aggregation

The cooperating manufacturing companies will be able, at
their discretion, to:

» sell / provide their trademark and production facilities
to the "Company*

» tosell / assign their trademark to the “Company*“, but
maintain their production facilities (production
services)

Administration and management, apart from production,
will be common and will offer its services in marketing,
sales, R&D, and logistics

The production activities will be managed by the production
units, however under a single design mechanism

The "shared services" model will be adopted for all support
functions that will be offered on a single basis to all
companies participating in the scheme

The initial size of the scheme will allow extra funds for
marketing, product research & development and
distribution in large geographic areas
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Conclusions (1/2)

* The importance of the Food & Beverage industry is evident for the Greek economy as it is the largest manufacturing
sector, accounting for around 30% of total production. In recent years, the industry has remained unaffected by the
economic constraints and the unstable economic climate, however production retained its robustness despite
ongoing repricing and tax burden. The industry is strongly fragmented with 1% of companies generating 63% of
revenue

» Despite the adverse economic environment, the Food sector managed to increase its production and exports with an
average annual revenue increase of around 3%. In contrast, the Beverage sector did not follow the same export
trend, since the trade balance was fairly stable during 2012-2015, managing, however, to demonstrate an akin
revenue increase

« The corporate base of the Food & Beverage industry was quite resilient during the crisis, since it marked an average
annual revenue increase of around 2%, an EBITDA margin of 7% and an increasing investment activity during
2012-2015

* 36% of the companies in the industry are very competitive (Stars), while only 27% do not show signs of
competitiveness (Zombies). 65% of the total corporate base has retained or improved its competitiveness over the 4-
years (2012-2015)

« The average company of the Food & Beverage sector is small in terms of revenue with a limited capital base. In
general, the return on capital is reduced by the rise in investment and the capital intensity, indicating the existence
of a “trench” towards companies’ growth but also the existence of technological deficiencies

* Three sub-sectors cover 50% of total production (dairy products, bakery, oils), while the rest are relatively small, yet
with some degree of differentiation. Several sub-sectors depict high revenue concentration in competitive and
relatively competitive companies




" Conclusion (2/2)

» In terms of exports, the Food & Beverage industry appears fragmented, as 40% of the sector is responsible for nearly
60% of total export activity, with a large part of production “hooked” in introvert sub-sectors. During 2012-2015, the
sector managed to expand its total exports by 26%, however this increase was mainly attributed to only two sub-
sectors (oils, dairy products)

» The Food & Beverage sector has not fully reached its competitiveness and export potential due to structural
weaknesses that hinder its dynamic growth. The constraints in growth and exports fall into two categories:

- small corporate size
- market failures

» Under the pressure of a fragmented market and constrained export capabilities, the Food & Beverage industry is likely
to be driven by acquisitions and corporate restructurings

» The sector’s growth strategy should be based upon the systematic concentration of sales under common brands that
will lead to production aggregation, effective cost saving and stronger marketing capabilities

» If there is no intra and cross-sectoral concentration, following the historical trend, in 5 years there will be a gradual
competitiveness increase, but the Food & Beverage industry will remain structurally the same along with all its
current strong constraints
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