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ISSUER RATING RATING ACTION AND RATIONALE

BBB

Long-Term e EthiFinance Ratings affirms Davide Campari-Milano N.V. (Campari)'s "BBB" long-
term rating, maintaining its Stable outlook. This rating action does not factor in the
potential impact expected from the acquisition of Courvoisier announced by the
group on December 14, 2023.

e The rating is supported by: i) Campari’s positioning as a major player in the global

spirits industry, with a portfolio of over 50 premium brands (such as Campari,

Initiation date 21/12/2022 Aperol, Wild Turkey, and Grand Marnier) across the main categories; ii) good
Rating date 21/12/2023 geographical diversification with a global reach, as its products are sold in around
190 countries (with its own distribution network in 25 countries); iii) Campari’s
positive overall operating performance in the past few years, both in terms of

Contacts revenue growth and profitability, leading to solid profitability margins (adjusted
) . EBITDA margin of 23.7% in FY22); and iv) a financial policy in line with the
Senior associate company’s solid financial profile.
Anne Guy e However, we highlight the recent deterioration of Campari’s main credit metrics,
e with its net leverage ratio rising to 2.8x at end-June 2023 (vs 1.8x at end-2021) due
Analyst to the acquisition of a 70% stake in Wilderness Trail, a producer of bourbon and rye
llidio GOMES-FROIS whiskey based in the US, for $420m (€394.5m at closing in December 2022).
ilidio.gomes- Nonetheless, we view this acquisition as positive from a competitive positioning
frois@ethifinance.com perspective as it is in line with Campari’s strategy of combining organic growth with

acquisitions in its key geographies to enhance critical mass.

e Moreover, our rating is constrained by i) regulations regarding advertising and
distribution of alcoholic beverages as well as tax increases on certain categories; ii)
the discretionary nature of the industry’s products, as the consumption of spirits
may be negatively impacted by a significant deterioration of the overall
macroeconomic environment; and iii) the significant concentration of the group’s
sales in global priority brands (c.57% of FY22 sales), such as Aperol (c.22%) and
Campari (c.11%), since a sustained downturn in the sales of these products could
impact significantly total sales.

¢ |n line with our methodology, the alcoholic beverages subsector has medium-to-
high ESG risks (heatmap score between 3.5 and 4), which slightly constrains our
industry assessment. This is due to the fact that alcoholic beverages can have a
higher impact on consumers’ health compared to “regular beverages”, with alcohol-
related harm being a major public health concern (responsible for ¢.255-290k
deaths each year across EU countries, according to the WHO). In addition, legal
and regulatory constraints from state authorities (including changes in regulations
relating to production, distribution, importation, marketing, advertising, pricing,
packaging) may have a negative impact on the financial performance of a company
operating in this subsector.

e Our assessment of the company’s ESG policy is slightly positive (company ESG
score of between 1 and 1.5), with governance and environmental scores generally
favourable, while the social score remains low, negatively impacted by year-on-year
increases in employee turnover and accident frequency rates. Regarding
environmental criteria, we highlight the significant year-on-year decrease in
Campari’s greenhouse gas emissions (scope 1 & 2) by c.17% and in its water
consumption by ¢.31%, respectively resulting from energy efficiency investments in
its production sites and the launch of a “water reduction programme” to optimize
water use. Campari’'s very good governance assessment mainly reflects the
existence of a business conduct and anti-corruption policy, a good analysis of ESG
issues (including the prioritization of ESG issues), and the separation of the roles of
chairman and CEO.

ISSUER DESCRIPTION

Founded in 1860, Campari is a major player in the global spirits industry with a well-
diversified portfolio of over 50 premium and super-premium brands across the major
categories, including aperitifs, vodka, whisky, tequila, rum, gin, and cognac. Its brands
are categorized into global, regional, and local priority brands based on their business
priority, geographic scale, and growth potential. Global priority brands represent more
than half of the group’s sales (c.57% of FY22 revenues) and include brands such as
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Aperol (c.22%), Campari (c.11%), and Wild Turkey (c.8%). Campari owns 23
manufacturing facilities worldwide (including distilleries and bottling plants) and its
products are marketed and distributed in around 190 countries across the globe, with its
own distribution network in 25 countries, also called direct markets (c.88% of revenues in
FY22), where it sells directly to retailers and wholesalers. The group employed c. 4.3k
people at YE22. Campari has been listed on the Italian Stock Exchange since 2001 and
has a market capitalization of €11.7bn (market close on December 13, 2023). Lagfin (the
holding company of the Garavoglia family) controls 54.4% of Campari.

For 2022, Campari generated revenues of €2.7bn (+24.2% yoy), and adjusted EBITDA of
€639m (+29.3%), equivalent to a 23.7% margin (vs 22.7% in 2021). The consolidated
EthiFinance Ratings net leverage ratio was 2.6x at end-2022. Over the twelve months to
end-June 2023, the group reported revenues of €2.9bn, and adjusted EBITDA of €687m
(23.7% EBITDA margin).

MAIN FINANCIAL FIGURES

FY21 FY22 FY23e FY24e FY25e 22vs21
Turnover 2173 2698 2913 3088 3274 24,2%
EBITDA 494 639 667 734 793 29,3%
EBITDA Margin 22,7% 23,7% 22,9% 23,8% 24,3% 0,9pp
EBIT 380 490 530 620 673" 28,9%
EBIT Margin 17,5% 18,2% 18,2% 20,1% 20,6% 0,7pp
EBT 409 522 604 702 756 27,7%
Total Assets 5093 6007 6315 6673 7060 17,9%
Equity 2375 2676 2969 3289 3635 12,7%
Total Financial Debt 1694 2103 2129 2134 2139 24,1%
Net Financial Debt 9203 1667 1839 1774 1687 84,7%
Equity/TFD 140,2% 127,3% 139,5% 154,1% 169,9% -12,9pp
NFD/EBITDA 1,8x 2,6x 2,8x 2,4x 2,1x 0,8x
Funds From Operations 463 453 455 501 545 -2,2%
FFO/NFD 51,3% 27,2% 24,5% 28,2% 32,3% -24,1pp
EBITDA/ Interest 17,9 20,3x% 9,0x 8,9x 9,6x 2,8x

[ The financial figures do not factor in the potential impact expected from the acquisition of Courvoisier announced by the group on December 14, 2023.

CREDIT RATING

Credit Rating

Business Risk Profile BBB-
Industry risk assessment BBB
Industry’s ESG Negative
Competitive Positioning BB+
Governance BBB+
Financial Risk Profile BBB+
Cash flow and leverage BBB
Solvency A-
Company's ESG Positive
Anchor Rating BBB
Madifiers -
Rating BBB

RATING SENSITIVITY
e Long-term rating positive factors (1)

A rating upgrade could be possible with a sustained improvement in Campari's financial
profile. For the same business risk profile, a decline in the group’s EthiFinance Ratings-
adjusted net leverage ratio to below 1.5x, for a sustained period of time, could entail a
long-term rating upgrade to BBB+.

¢ Long-term rating negative factors ()
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A rating downgrade could be entailed by a sustained deterioration in Campari’s financial
profile, which could be a consequence of a more aggressive financial policy, particularly
in the event of a transformative debt-funded acquisition. For the same business risk
profile, an increase in the group’s EthiFinance Ratings-adjusted net leverage ratio to
above 3.0x for a sustained period of time could entail a long-term rating downgrade to
BBB-.

In the event of a fully-debt funded acquisition of Courvoisier, the EthiFinance Ratings-

adjusted net leverage ratio would exceed 4.0x, therefore leading to a long-term rating
downgrade to BBB-.
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RATING DISCLOSURES

LEI: 213800ED5AN2J56N6202

Initiation report: No

Rating initiation: BBB for long-term rating on 21 December 2022.

Last rating action: Initiation of long-term rating at BBB on 21 December 2022.
Rating nature: Unsolicited (this report is paid by investors, not the issuer).

With rated entity or related third party participation: No, the report was published without
having been reviewed by the issuer

With access to internal documents: No
With access to management: No

Ancillary services provided to the entity: In accordance with Article 6 (2), in conjunction
with Annex |, section B (4) of the Regulation (EC) No 1060/2009 of the European
Parliament and of the Council of 16 September 2009, it is reported that during the last 12
months EthiFinance Ratings has not provided ancillary services to the rated entity or its
related third parties.

Name of the rating committee chair. Marc Pierron, Senior Director
Material sources used to support the rating decision:

e Annual report (2020, 2021, 2022)
¢ Quarterly reports, presentation slides and conference call
e Bloomberg

Limitation of the Rating action:

EthiFinance Ratings believes the quality and quantity of information available on the
rated entity is sufficient to provide a rating.

EthiFinance Ratings has no obligation to audit or verify the accuracy of data provided.

The rating was carried out in accordance with Regulation (EC) N°1060/2009 of the
European Parliament and the Council of 16 September 2009, on credit rating agencies,
and in accordance with the Corporate Rating Methodology and Outlook Methodology that
can be consulted on https://www.ethifinance.com/en/ratings/methodologies and
according to the Long-term Corporate Rating scale available
at https://www.ethifinance.com/en/ratings/ratingScale.

EthiFinance Ratings SL
Calle Velazquez n°18

28001 - Madrid
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Conditions of Use for this document and its content:

For all types of Ratings that ETHIFINANCE RATINGS, S.L. (the “AGENCY”) issues, the User may not, either by themselves or
via third parties, transfer, sublease, sublicense, sell, extract, reuse, or dispose of in any other way the content of this Document to
a third party, either for free or for consideration.

For the purpose of these Conditions of Use, any client who might have subscribed for a product and/or a service that allows him
to be provided with the content of this Document as well as any privileged person who might access the content of this Document
via www.ethifinance.com shall be considered as a User.

Nor may they alter, transform or distort the information provided in any way. In addition, the User will also not be permitted to
copy and/or duplicate the information, nor create files which contain the information of the Document, either in its entirety or
partially. The Document and its source code, regardless of the type, will be considered as the elaboration, creation, or work of the
AGENCY and subject to the protection of intellectual property right regulation. For those uses of this Document which are
permitted, the User is obliged to not allow the removal of the copyright of the AGENCY, the date of the Document's issuance, the
business name as established by the AGENCY, as well as the logo, brands and any other distinctive symbol which is
representative of the AGENCY and its rights over the Document. The User agrees to the conditions of Use of this Document and
is subject to these provisions since the first time they are provided with this Document no matter how they are provided with the
document. The Document and its content may not be used for any illicit purpose or any purpose other than those authorised by
the AGENCY. The User will inform the AGENCY about any unauthorised use of the Document and/or its content that may
become apparent. The User will be answerable to the AGENCY for itself and its employees and/or any other third party which has
been given or has had access to the Document and/or its content in the case of damages which arise from the breach of
obligations which the User declared to have read, accepted and understood upon receiving the Document, without prejudice to
any other legal actions that the AGENCY may exercise in defence of its lawful rights and interests. The Document is provided on
the acceptance that the AGENCY is not responsible for the interpretation that the User may make of the information contained.
Credit analyses included in the Document, as well as the ratings and statements, are to be deemed as opinions valid on the date
of issuance of the reports and not as statements of fact or recommendations to purchase, hold or sell any securities or to make
any investment decision. The credit ratings and credit rating prospects issued by the AGENCY are consider to be its own opinion,
so it is recommended that the User take it as a limited basis for any purpose that it intends to use the information for. The
analyses do not address the suitability of any value. The AGENCY does not act as a fiduciary or an investment advisor, so the
content of the Document should not be used as a substitute for knowledge, criteria, judgement or experience of the User, its
Management, employees, advisors and/or clients in order to make investment decisions. The AGENCY will devote every effort to
ensure that the information delivered is both accurate and reliable. Nonetheless, as the information is elaborated based on data
supplied by sources which may be beyond the control of the AGENCY, and whose verification and comparison is not always
possible, the AGENCY, its subsidiaries, and its directors, shareholders, employees, analysts and agents will not bare any
responsibility whatsoever (including, without any limitations, loss of revenue or income and opportunity costs, loss of business or
reputational damage or any other costs) for any inaccuracies, mistakes, noncorresponding information, incompleteness or
omission of data and information used in the elaboration of the Document or in relation to any use of its content even should it
have been warned of potential damages. The AGENCY does not make audits nor assume the obligation of verifying independent
sources of information upon which the ratings are elaborated. Information on natural persons that may appear in this document is
solely and exclusively relevant to their business or business activities without reference to the sphere of their private life and
should thus be considered. We would like to inform that the personal data that may appear in this document is treated in
accordance with Regulation (EU) 679/2016, on the protection of natural persons with regard to the processing of personal data
and the free movement of such data and other applicable legislation. Those interested parties who wish to exercise the rights that
assist them can find more information in the link: www.ethifinance.com in the Privacy Policy page or contact our Data Protection
Officer in the mail dpo@ethifinance.com. Therefore the User agrees that information provided by the AGENCY may be another
element to consider when making business decisions, but decisions will not be made based solely on it; that being the case the
AGENCY will not be held responsible for the lack of suitability. In addition, the use of the information before courts and/or
tribunals, public administrations, or any other public body or private third party for any reason shall be solely the User's
responsibility and the AGENCY shall not be held responsible for any liabilities on the grounds of inappropriateness of the
information's contents. Copyright © 2022 ETHIFINANCE RATINGS, S.L. All Rights Reserved. C/ Benjamin Franklin S/N, Edificio
Camt, 1° Izquierda, 18100, Granada, Espafa C/ Velazquez n°18, 3° derecha, 28001 - Madrid
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