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Setting the scene

([ Wednesday November 7, 2007

thel’lblican

Il CONFERENCE

Capitalism

 Key driver of
consolidation

- Major players
strengthened; weaker
players removed

 Creates an orderly and
efficient market

* In the interests of
companies, customers
and shareholders

» Has played its part in
consolidation in the past
(e.g Beer Orders) and will
continue to do so in the
future

 Claims to protect
consumers, but is not
always in their best
interests




Impact on UK brewers
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Brewing consolidation
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US brewers by
market share

Other, 22%

Anheuser-

Molson Busch, 50%

Coors, 10%

SAB
Miller, 18%

Dutch brewers by
market share

Other, 8%
Bavaria,
14%
Heineken,

Grolsch, 49%

13%

Interbrew
, 16%

MCQ{JIBGH Source: McQueen estimates and The FT

Heineken,
36%

UK brewers by
market share

Heineken,

Other, 1%
24% S&N, 25%

Carlsberg,
12%




I I I Wednesday November 7, 2007
The Shaw Theatre, Euston, London

Growth within the UK pub sec thePublican

[Ilf CONFERENCE

CAGR: 2.54%

8,000 pubs
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» Trading conditions are difficult within the
expected to continue into 2008

Weaker
consumer (i et (AR
confidence and M A L4 DAl Regulatory
falling e pressures
disposable s JEELT
income

Rising
commodity,
staff, energy,
property and

debt costs

Ownership
pressures
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Growth driven by food

Wet Food Total Wet Food Total

Marston’s — Managed estate JD Wetherspoon —

12 months to 30 Sep 2007 Managed estate
12 months to 31 Aug 2007

MW Source: Company Data




Where we are now

68% of UK
pub
EBITDA
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Pubcos 1-5

Punch Taverns
Enterprise Inns
M&B
Greene King
Marston’s

14% of UK 9% of UK
pub pub EBITDA

EBITDA
€.250 pubcos
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9% of UK
pub EBITDA

€.25% of UK
pubs

Pubcos 6-10

JD Wetherspoon
Whitbread
S&NPE
Laurel
Barracuda

Other pubcos

Mmee/r] Sources: Company data and McQueen estimates

Freehouses
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Acquisition value Operating profit Interest cost Profit before tax
SmallCo £100m £15m £7.5m £7.5m

LargeCo £100m £15m £6.25m £8.75m

LargeCo £120m £15m £7.5m £7.5m

* [n the example shown above:

= LargeCo has a cost of debt of 6.25% versus 7.5% for SmallCo

= LargeCo can effectively pay £120m, a 20% higher price than SmallCo, and
achieve the same post-interest profit in absolute terms




What the future might look li
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83% of UK pub
EBITDA

*

5% of UK
pub EBITDA
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6% of UK
pub EBITDA

~

II I Wednesday November 7, 2007
The Shaw Theatre, Euston, London

lilif CONFERENCE

6% of UK
pub EBITDA

~

M<Queen

Pubcos 1-5

Top 5 pubcos
increase market
share through
consolidation
and competition

Pubcos 6-10

Existing 6-10
consolidated into
top 5 and replaced
by larger family
owned operators

Source: McQueen estimates

Other pubcos

Number of
small pubcos
acquired by
larger
operators

Freehouses

Smaller free
houses
continue to
close/ sell
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High-price

Niche
late night
entertainment

Niche high
food
sales

Aspirational bars

Mid market food

Niche regional Managed

players

operator

Tenanted
operator
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model

Value food

Low-price
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= The days of the highly leveraged, high multiple ¢
end for now

= OpCo/PropCo deals appear difficult within this €
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» There is tangible evidence that consolidatic
behind brands and capital expenditure with

= Orchid investing £30m into its estate follow
from Spirit

» Following the acquisition of Jennings, Marston’s has developed
the Cumberland Ale brand further as part of a strategy of
investing in premium ales

= Following the acquisition of George Gale, Fuller's has invested in
the HSB ale brand

» | aurel investing into the Ha!Ha! brand with 14 new units opened
since the acquisition from Gl Partners

M<Queen
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PRESSURES

Development of existing proposition

Shareholders

Pricing

Brewery profitability

Brand support

Diversification

Public
company

Smoking ban impact
Costs

Consumer sophistication

Acceptable retur on capital Consolidator / consolidatee

Beer decline

ADAPT TO DRIVE GROWTH

High M&A prices

Tradition/ history

Private
company

Aggressive cost reduction




