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Beverage

Pricing Key To Market Differentiation For Highly Substitutable
Products

Highlights

e The beverage sector's 1H26 earnings are expected to drop yoy, mainly
dragged by CBG, although we opine this is already reflected in current
valuations. While we anticipate a potential sales recovery in 2H26, we are
also monitoring international developments and domestic market share
dynamics.

e Rising energy and raw material costs will pressure margins. In the short term,
we prefer OSP for its higher gross margin buffer and lower domestic market
share pressure. Initiate coverage on OSP with BUY and on CBG with HOLD.
We are MARKET WEIGHT on the beverage sector.

Analysis

e Sector earnings likely to remain sluggish yoy in 1H26. We expect sector
earnings to fall yoy in 1H26, mainly dragged by Carabao Group (CBG) due
to: a) its plummeting international sales, b) an intense domestic price war, and
c) increasing energy and freight costs. Selectively, we are more positive on
Osotspa’s (OSP) 1H26 performance in view of its raw material cost hedging
and lower exposure to global markets. However, we will monitor market share
dynamics following T.C. Pharmaceutical Industries Company’s (TCP) price
cut in the Bt10/bottle segment. Any potential market share loss could further
pressure earnings, particularly for players with weaker margin structures.

e Eye on competition in domestic energy drink business. The Thai energy
drink market remains highly price-sensitive, as reflected in the market share
losses suffered by OSP and TCP after they raised energy drink prices (from
Bt10/bottle to Bt12/bottle). This prompted OSP to reintroduce Bt10 energy
drinks at the beginning of 2025 and TCP to reduce its energy drink price back
to Bt10 in Mar 26 in a bid to regain their market shares. We foresee more
intense competition among CBG, OSP and TCP in 2026.

e In our view, OSP’s domestic energy drink performance is expected to improve
yoy, driven by the Bt10 relaunch in 2026 and new premium product launches.
However, with the return of stiffer competition in the Bt10 segment, we see
greater downside risk to CBG’s portfolio, as its prior market share gains
following OSP and TCP’s price increase to Bt12/bottle may reverse.

o MARKET WEIGHT with undemanding valuation. We initiate coverage on
the beverage sector with a MARKET WEIGHT recommendation. Despite
elevated commodity costs and persistent external pressures, both CBG and
OSP are currently trading at 12-13x PE, below their four-year average of 32-
34x. In the short term, we favour OSP for its premiumisation strategy and
effective cost control amid high commodity costs and stronger domestic
competition, which should help mitigate margin pressure. Following the recent
share price correction, we see an attractive opportunity for accumulation now.
Additionally, 1H is typically the high season.

e |nitiate coverage on OSP with BUY and a target price of Bt20.00.

e Initiate coverage on CBG with HOLD and a target price of Bt42.00.
Click here for Full Report dated 09 April 26
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Investment Highlights

e Sector earnings likely to remain sluggish yoy in 1H26. We project a yoy
fall in 1H26 sector earnings, mainly dragged by CBG due to: a) its plummeting
international sales following the Thailand-Cambodia border tensions and
macroeconomic developments in Cambodia, Laos, Myanmar and Vietnam
(CLMV) (eg, Cambodia sales normally account for 13-15% of CBG’s total
sales and 1-2% of OSP’s); b) an intense domestic price war; and c) energy
and raw material cost hikes. Selectively, we are positive on OSP’s 1H26
performance, given its raw material cost hedging and lower exposure to global
markets.

e Eye on competition in domestic energy drink business. The Thai energy
drink market remains highly price-sensitive as its core consumers are
predominantly blue-collar workers, as reflected in the market share losses
suffered by OSP and TCP after they raised energy drink prices (from
Bt10/bottle to Bt12/bottle). This prompted OSP to reintroduce Bt10 energy
drinks at the beginning of 2025 and TCP to reduce its energy drink price back
to Bt10 in Mar 26 in an attempt to regain domestic market share. We foresee
stiffer competition among CBG, OSP and TCP, the top three market leaders
in 2026. Also, the overall energy drink market share value in 2026 is expected
to grow slightly as one player’s sales growth is likely to be partially offset by
the weaker performance of other players.

e CBG expected to be vulnerable to market share loss in Bt10 segment. In
our view, OSP’s domestic energy drink performance is expected to improve
yoy, supported by the relaunch of its Bt10/bottle products in 2026 and the
introduction of new products in the company’s premium portfolio. However,
with the return of higher competition in the Bt10 segment, we see a greater
downside risk to CBG’s portfolio (mainly in the Bt10 segment), as its prior
market share gains following OSP and TCP’s price increase to Bt12/bottle
may reverse. Based on our sensitivity analysis, for every 5% decline in
domestic market share, we estimate a downside impact to 2026 earnings of
around 12% for CBG and 8% for OSP.

e Penetration pricing or premiumisation strategies. The key difference
between OSP and CBG lies in their strategies, with OSP focusing on the
premium segment and CBG maintaining its pricing in the mass segment
(flagship energy drink at Bt10/bottle). In this scenario, we are more positive
on OSP, as its premium product portfolio should better support gross margin.
Meanwhile, intensifying competition in the Bt10/bottle segment is likely to
drive shifts in sales volume, which could limit margin expansion for CBG.

¢ International market expansion. Both OSP and CBG aim to expand their
presence in international markets, with their exposure currently concentrated
in CLMV countries. However, uncertainties in overseas markets remain a key
overhang, as reflected in CBG’s earnings drag due to a weaker performance
in Cambodia since 2H25, which is likely to persist in 2026. In addition, ongoing
economic uncertainties and geopolitical tensions in other regions should also
be closely monitored.

o Cost-efficient focus. We expect soft commodity prices to rise in 2026.
Aluminium prices and energy costs are trending higher, although declines in
sugar and cullet prices should partially offset the fall. However, OSP has
implemented a leaner cost structure and hedged raw material costs through
1H26, with lower exposure to natural gas and aluminium costs than CBG.
Also, CBG’s gross profit is likely to face greater pressure due to its reliance
on its mass-market flagship products. Should the uptrend in energy and raw
material costs persist, this would pose a downside risk to sector earnings.

o MARKET WEIGHT with undemanding valuation. We initiate coverage on
the Thai beverage sector with a MARKET WEIGHT recommendation. In the
short term, we favour OSP for its premiumisation strategy and effective cost
control amid elevated commaodity costs and higher domestic competition.
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Energy Drink Revenue — CBG vs OSP
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CBG: Sales By Product
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Meanwhile, stocks are trading at 12-13x, below their four-year average of 32-
34x, reflecting low earnings expectations.

Valuation And Recommendation

e Thailand's leading energy drink players CBG and OSP underperformed due
to pressures on their stock prices in 2025 from CBG’s international sales
decline and OSP’s domestic market share erosion, which could continue this
year. We expect the market to remain cautious on the sector, with sector
earnings likely to decline yoy in 2026, dragged by: a) ongoing domestic
market share shifts, b) a slow sales recovery in Cambodia, and c)
macroeconomic uncertainties. However, valuations have de-rated to 12-13x,
below the historical four-year average of 32-34x. We therefore recommend a
MARKET WEIGHT rating on the beverage sector.

CBG: Initiate coverage with HOLD at a target price of Bt42.00. \We adopt
the PE valuation method and peg the stock at -1.5SD to its four-year PE band
of 16x to reflect the headwinds of domestic competition and international
uncertainties. We remain positive on CBG over the long term, as it is
supported by its international business and also the growth of Carabao
Tawandang Co which has synergies with CBG. However, in the short term,
we will closely monitor its domestic market share and the impact of raw
material price hikes.

OSP: Initiate coverage with BUY at a target price of Bt20.00. .Using the
PE valuation method, we value OSP at -1SD to its four-year PE band,
implying a multiple of 18x. The stock is trading at around -1.5SD. Although
we foresee stronger competition in the Bt10/bottle energy drink segment and
higher raw material costs, we believe OSP’s premium product segment
should help cushion pressure on gross margin. Also, dividend yield is
attractive at 6%.

Market Share By Value Sensitivity

Market Share By Value Sensitivity

------------ Revenue Earnings Target Price ---------

Market Share by Value CBG OSP CBG OSP CBG OSP
-5% -6% -5% -12% -8% 36.96 18.40
-4% -5% -4% -10% -6% 37.80 18.80
-3% -4% -3% -1% -5% 39.06 19.00
-2% -3% -2% -5% -3% 39.90 19.40
-1% -1% -1% -2% -2% 41.16 19.60
0% 0% 0% 0% 0% 42.00 20.00
1% 1% 1% 2% 2% 42.84 20.40
2% 3% 2% 5% 3% 44.10 20.60
3% 4% 3% % 5% 44.94 21.00
4% 5% 4% 10% 6% 46.20 21.20

6% 5% 12% 8% 47.04 21.60

5%
Source: UOB Kay Hian

e Earnings scenarios. We conduct a scenario analysis of the impact of market
share shifts on the earnings and target prices of CBG and OSP following a
price reduction for energy drinks in the Bt10 segment by TCP in Mar 26, which
could increase the risk of market share losses for CBG and OSP.

o Our sensitivity analysis assumes every 5% domestic market share loss would
drag earnings by 12% for CBG and by 8% for OSP in our 2026 earnings
forecasts. However, the current share price corrections — CBG down 20.7%
ytd and OSP down 13% ytd — indicate that the downside scenario and low
market expectations have been priced in.

e At the current levels, we see more attractive upside potential for OSP, and
favour the stock for its stronger margin profile and better earnings resilience.
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IMPORTANT NOTICE - DISCLOSURES AND DISCLAIMERS

This report is provided subject to various disclosures and disclaimers (the "Disclosures / Disclaimers") which form
an integral part of this report and are available at the following link:
https://research-api.uobkayhian.com/assets/disclaimer/df64a6ea-7980-447c-ae9e-fd19b93257dc or by scanning
the QR code below:

. % &

The Disclosures / Disclaimers contain important information, including without limitation, (a) exclusions of liability,
(b) confidentiality obligations, (c) restrictions on publication, circulation, reproduction, distribution and use of the
report, (d) potential conflicts of interest, and (e) disclosures and requirements specific to recipients in the United
States and other applicable jurisdictions.

Specifically, this report is intended for general circulation and informational purposes only and does not take into
account the specific investment objectives, financial situation, or particular needs of any individual person. It is
not intended to constitute personal investment advice or a recommendation to buy or sell any investment product
or security. You should independently evaluate the information and, where necessary, seek advice from a qualified
financial adviser regarding the suitability of any investment, taking into account your specific objectives, financial
situation and needs, before making any investment decision. Analyst certifications required under applicable
regulations, including SEC Regulation AC (where relevant), are included in this report.

Recipients of this report must carefully read, review and understand the full Disclosures / Disclaimers before using
or relying on any information in this report. By accessing, receiving or using this report, you acknowledge and
confirm that you have read, understood, accepted and agreed to be bound by the Disclosures / Disclaimers (as

may be amended or updated from time to time) in full."
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