Monster Beverage to enter alcohol market with $330M CANarchy buy — Market Watch

e Energy drinks maker Monster Beverage said on Thursday it has agreed to buy craft beer
and hard seltzer maker CANarchy Craft Brewery for $330M in cash, marking its entry into
the alcoholic drinks market

¢ Monster said the deal would add alcoholic brands Cigar City, Oskar Blues, Deep Ellum,
Perrin Brewing, Squatters, and Wasatch brands to its beverage portfolio and not include
CANarchy’s restaurants
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The acquisition will provide Monster with full in-place infrastructure, including people,
distribution, and licenses, along with alcoholic beverage development expertise and
manufacturing capabilities in this industry
e The deal is expected to close in the first calendar quarter this year, with CANarchy
functioning independently led by its top boss Tony Short

CANarchy

e The company was founded in 2015

o 6" largest craft brewery in the United States
e Sold in 20 countries and US territories

e 7 distinct brands

e 7 manufacturing locations

e 18 pubs taprooms

e 590K BBLs shipped in 2020

e 900 employees

This is not that big of a surprise as a partner of Monster, Coca-Cola will be collaborating with
Constellation brands to introduce Fresca their new alcoholic beverage, and PepsiCo is partnering
with Boston Beer to create an alcoholic Mountain Dew.


https://www.marketwatch.com/story/monster-beverage-springs-into-the-alcoholic-beverage-business-with-330-million-buy-of-canarchy-craft-brewery-2022-01-13

Monster Investor Presentation - https://investors.monsterbevcorp.com/static-
files/276f12b5-3f1c-4037-90dc-9842afb2800b

Must watch Monster video - https://investors.monsterbevcorp.com/static-files/f13d2030-
fd6d-4aal-a5f7-d689d3665437

Monster released their 2022 investor presentation. Here are some of the highlights. The bulk of
the presentation shows Monster's marketing mentality and how they try to differentiate
themselves and market the individual brands.

| strongly believe that they will be able to replicate this marketing success with their new alcoholic
portfolio. This is because of Monster’s strong experience in advertising and its relationships with
celebrities and organizations.
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e CANarchy the whole company had 900 employees, but Monster is only acquiring the
alcohol portfolio and the manufacturing facilities, which employ 566 people

Supply Chain

e In 2021 the Company experienced several challenges as a result of unanticipated
increases in demand, which adversely impacted sales as well as operating costs and
affected the availability of our products on shelves at retailers.

e The Company has addressed and continues to address the controllable challenges in its
supply chain, which remains largely intact.

e In 2021 the Company:


https://investors.monsterbevcorp.com/static-files/276f12b5-3f1c-4037-90dc-9842afb2800b
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o Experienced shortages in its aluminum can requirements, lack of availability of
certain ingredients from time to time, as well as insufficient canning capacity in the
United States and EMEA. In EMEA specifically, there was also a shortage of
trucking availability.

o Experienced increased import costs for aluminum cans, ingredients, shipping and
freight, labor, fuel, and co-packing fees, all of which resulted in increased operating
costs.

o Continues to implement measures to mitigate such increased costs through pricing
actions and reductions in promotions.

e Additional can manufacturing capacity in the United States has been secured for 2022,
although the Company will continue to import aluminum cans to supplement its domestic
can supply.

e Can capacity in EMEA remains challenging and the Company expects to continue to
import aluminum cans into EMEA for at least 2022.

e Co-packing capacity in the United States and EMEA continues to be challenging. The
Company has expanded its network in the US and EMEA to substantially address supply
constraints.

e The Company’s flavor facility in Athy, Ireland is operational and producing certain flavors
and blends for the EMEA region and is steadily increasing production. Athy is also
investigating the feasibility of a juice plant to produce EMEA’s juice product requirements.
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o Beverage landscape energy vs other categories
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Monster gained market share

Celsius also picked up some steam. Although they are near the bottom, they have been
growing very fast. it reminds me of how Bang used to be. Bang had several years where
it was gaining market share quickly but as we can see now ever since Monster introduced
Regin, Bang has underperformed. We will see how True North (Monster's new brand) will
compete against Celsius.

Red Bull has the pricing power. As you are going to see in the next slide Red Bull sells
fewer units but has more Dollar Market share.
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e When it comes to unit share, the Monster brand, and Red Bull have been head-to-head,
but as a company including Monster’s portfolio of energy drinks, they are the unit leader
¢ Red Bull has the strongest pricing power in the energy drinks category

DISTRIBUTION

MONSTER IS NOW DISTRIBUTED IN
138 COUNTRIES AND TERRITORIES.

STRATEGIC BRANDS ARE NOW DISTRIBUTED IN
| 64 COUNTRIES AND TERRITORIES.

REIGN IS NOW DISTRIBUTED IN
| 21 COUNTRIES AND TERRITORIES WORLDWIDE.

AFFORDABLE ENERGY (PREDATOR & FURY) IS NOW DISTRIBUTED IN
25 COUNTRIES AND TERRITORIES WORLDWIDE.

| ONE OR MORE OF THE COMPANY'S ENERGY DRINKS ARE DISTRIBUTED IN
A TOTAL OF 154 COUNTRIES AND TERRITORIES WORLDWIDE.

e This is down to 138 from 140 countries

e Strategic brand down to 64 from 73 countries

e However, Reign is in 21 countries compared to 11 last year

e And affordable drinks are in 25 countries compared to 24 last year



e Energy drinks will not be successful in every country. As long as the popularity is growing
within existing regions Monster should be more than fine and should continue to grow

| MONSTER IS NOW DISTRIBUTED IN
140 COUNTRIES AND TERRITORIES.

STRATEGIC BRANDS ARE NOW DISTRIBUTED IN
73 COUNTRIES AND TERRITORIES.

REIGN IS NOW DISTRIBUTED IN
| 11 COUNTRIES AND TERRITORIES WORLDWIDE.

| AFFORDABLE ENERGY (PREDATOR & FURY) IS NOW DISTRIBUTED IN
24 COUNTRIES AND TERRITORIES WORLDWIDE.

ONE OR MORE OF THE COMPANY'S ENERGY DRINKS ARE DISTRIBUTED IN
| ATOTAL OF 154 COUNTRIES AND TERRITORIES WORLDWIDE.
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e This is Monster Value Share Growth by region

e As you can see Monster grew its market share in all regions by double digits except for
Japan, which declined by 2.5%
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¢ Interesting that they have both the UFC and Bellator, which are the top MMA companies
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e Asyou can see even in the video. Monster is highly strategic when it comes to marketing.
This is how they differentiate their brand.

e The investor presentation had many slides over their marketing strategy

e |tis worth looking at how they market each brand.

e For example:
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| FOR CONSUMERS DEMANDING FUCTIONALITY, TASTE AND LIFESTYLE BUT
POSITIONED WITHIN THE AFFORDABLE ENERGY CATEGORY.

INCREMENTAL OPPORTUNITIES IN LATAM, EASTERN EUROPE, AFRICA, MIDDLE EAST

| AND SOUTHEAST ASIA. A DIFFERENTIATED TARGET CONSUMER FROM PREMIUM

ENERGY DRINKERS.

PREDATOR HAS A UNIQUE POSITIONING AND OWNABLE LOOK & FEEL: BRAND ICON,
GOLD COLOUR AND AMBASSADORS THAT EMBRACE THE CONQUERING SPIRIT.
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Official Energy Drink Partner

GLOBAL ASSET DIGITAL AND SOCIAL MEDIA
LIVERPOOL FOOTBALL CLUB PREDATOR

e For Santi — His favorite team



