THE LONG VIEW

Think Local, Act Local:

The power of The Coca-Cola Company’s
partnerships in emerging markets

We share our perspective on a group of businesses we believe present resilient and compelling
long-term investment opportunities in emerging markets.

Any information provided in this document relating to specific companies/securities should not be
considered a recommendationto buy or sell any particular company/security.



The business of bottling and distributing beverages in
emerging markets has created some high-quality
family-owned franchises, with significant pricing
power and long runways for growth. They present a
possibly underestimated investment opportunity,
which is why we currently have around 7% of our
clients’ capital invested in publicly listed emerging-
market Coca-Cola bottlers - Coca-Cola FEMSA, Coca-
Cola HBC (CCH), Arca Continental and Embotelladora
Andina. These companies exhibit attributes that we
value: family ownership, high levels of alignment,
pricing power and resilient growth. At the same time,
we believe, their current share prices underestimate
their long-term pricing power and ability to compound
over time.

DIVERSIFIED GROWTH

Today, emerging and developing economies account
for 80% of the world’s population, yet people in these
regions currently buy only about two out of every 10
drinks they consume, compared with seven or eight
out of 10 in developed markets'. This indicates a vast,
largely untapped market for Coca-Cola and its peers,
with substantial room for volume growth as
purchasing power and consumption habits evolve. For
example, the average Indian consumes just nine eight-
ounce (c. 250ml) bottles of Coke annually, compared
with a global average of 922. This low base offers
substantial headroom for growth as consumers
become wealthier and market penetration increases -
a dynamic that can be seen in CCH's diverse
geographic footprint (figure 1).

Figure 1. CCH sparkling servings per capita, 2023
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The long-term growth opportunity for CCH is a
significant one. Per capita consumption of soft drinks
in Nigeria remains the lowest out of its 28 territories?
despite it being the founding territory of the group,
with the Leventis family establishing the Nigerian
Bottling Company in 1951. As incomes rise and modern
retail expands, the core product of Coca-Cola should
grow for many years. Part of the advantage of these
businesses, however, is their partnership with The
Coca-Cola Company (TCCC), which develops
sophisticated insights into consumers around the
world, meaning these emerging-market franchises are
not solely dependent on the growth of sparkling
beverage consumption, but on a much broader
portfolio of drinks that compete not just with
sparkling colas but with everything a consumer
chooses to drink on any occasion. TCCC has been
actively expanding its product portfolio in emerging
markets, including the introduction of low- and no-
sugar beverages, energy drinks and ready-to-drink
juices and teas. This diversification helps the company
appeal to a broader range of consumer preferences
and adapt to changing health trends, further
supporting and de-risking long-term growth.

It is not just product but also geographic
diversification that supports these business models
and allows them to offset the volatility in any single
market. For example, CCH's exposure to the political
and economic vicissitudes of Nigeria is balanced by
more stable cash flows from Central and Eastern
Europe. Collectively, our holdings across Coca-Cola
bottlers represent cash flows from more than 35
different countries, making these quite diversified
investments.



SUCCESSFUL PARTNERSHIPS

These business models - and the uniquely symbiotic
relationships built over many years between TCCC and
its bottlers - embed the principles and benefits of
alignment that are central to our investment
philosophy. Simply put, TCCC - headquartered in
Atlanta - provides the brands and syrup concentrate,
while the bottlers produce and deliver the product to
the end consumer. This clear and simple division of
responsibilities brings benefits to both parties, as can

be seenin figure 2.

Figure 2. Benefits of the franchise model to Coca-
Cola and its bottlers
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This franchise model importantly sets the stage for
strong competitive moats at the local level that are
allied to more than 30 brands provided by TCCC,
which each generate over a billion dollars in revenue
globally. Such is the strength of the brand that the
term ‘Coca-Cola’ is the world’'s second most
recognised phrase after ‘OK'4.

The bottlers benefit from this brand strength through
consistent pricing power and pervasive consumption
habits. This entrenched brand loyalty makes switching
to a competitor difficult, especially given the
product’s ubiquity (e.g. vending machines, corner
stores, restaurants). Over decades, the bottlers have
built intimate, hard-to-replicate relationships with
local retailers, kiosks, restaurants and supermarkets.
These relationships are not just about delivering
product. They include help with inventory
management, 'free’ equipment (e.g. coolers,
dispensers), credit terms and increasingly deep
consumer insights. This intimate customer integration
acts as a switching cost, both for retailers and for
TCCC. It would be extremely costly and risky for any
new entrant, or even TCCC, to replicate these
capabilities at a local level, which ensures strong
alignment between TCCC and its bottlers.

ALIGNED OWNERS

The embedded switching costs within this model also
drive another differentiated element of the
relationship between TCCC and its bottlers - the
ownership of minority stakes, where TCCC sits
alongside the founders of the bottling company on
the shareholder register. Although this is not a
universal rule, TCCC holds minority equity stakes in
many of its major bottling partners, typically ranging
from about 15% to 27%. For example, it holds stakes
in CCH (21%), Coca-Cola Europacific Partners (17%)
and Coca-Cola FEMSA (27%)>5. This ensures TCCC is not
incentivised to overcharge its bottlers for concentrate
or marketing but benefits from the scale and
exclusivity arrangements it provides to bottlers via its
share of the profits.

The local monopoly provided to each bottler is
important because it enables them to spread fixed
costs (plants, trucks, equipment, systems) over a large
volume base, lowering per-unit costs and increasing
profitability. A new entrant would need very deep
pockets to have any chance of competing and, even
then, would be unlikely to achieve the returns that
accrue to the Coca-Cola system. Aside from investing,
managing logistics, production scheduling and
product complexity across diverse regions is a skillset
that is not easily acquired.



We believe that relative to the broader emerging
markets universe, this high level of alignment strongly
protects minority investors and is an
underappreciated source of resilience. For example, in
the case of CCH our clients are strongly aligned both
with the Leventis family, which owns 23% of the
equity through its Kar-Tess Holding company, and
with TCCC, which owns a further 21%.

PRICING POWER

The first bottling contract was signed for $1in 1899
with Benjamin Thomas and Joseph Whitehead, who
saw the opportunity to bottle Coke from soda
fountains to sell the product more broadly. This
contract specified a fixed price for concentrate in
perpetuity. Quite remarkably for over 70 years
(between 1886 and 1959), the price of a 6.5 US fl oz
(190ml) bottle of Coca-Cola remained fixed at one
nickel®. This approach provided predictability but over
time the fixed price couldn’t incentivise volume
growth or respond to changes in raw material prices.

During the early 2000s under the direction of TCCC
CEO Douglas Daft there was a move to empower the
bottlers to ‘think local, act local’ so they could
respond more nimbly to competition in each market”.
This helped move the model from an adversarial basis
to one that recognised the power of partnership,
creating a mutual win-win - closer co-operation, in
which TCCC would price based on local dynamics,
invest alongside the bottlers in developing
infrastructure and even acquire strong local brands
jointly such as Thumbs Up in India and Inca Kola in
Peru.

TCCC's partnership with most of its key bottlers is key
to their local pricing power and revenue management
tools. This is because TCCC needed the bottlers to
invest in more complicated and varied production
methods to produce a price pack architecture (PPA)
that offers products in a variety of package sizes,
formats and price points to target different consumer
segments, occasions and channels. For Coca-Cola
bottlers, this means a broad portfolio ranging from
mini-cans to large bottles, each with its own pricing
logic. The resulting pricing variability per millilitre was
identified by a UK consumer watchdog magazine in
2022 and can be clearly seen in figure 3.

Figure 3. Price pack architecture drives
differentiated revenue per millilitre
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This makes it difficult for consumers to compare
prices directly across formats or with competitors,
potentially reducing pricing transparency. The result
is a low level of pricing visibility compared with, say,
the price of a pint of beer that has enabled Coca-Cola
bottlers to more nimbly navigate inflation than some
other types of beverage businesses we look at.

The high levels of local knowledge and data held by
the bottlers allow them to tailor their PPA to specific
channels (e.g. convenience stores, supermarkets,
restaurants) and consumption occasions, leading to
different prices for similar volumes depending on
where and how the product is purchased. Using
detailed customer relationship management (CRM)
databases bottlers can even segment prices and
offerings within a city, with larger bottles and lower
prices being offered in less wealthy areas, and
smaller, more expensive cans and bottles being
offered in wealthier areas.



NOT WITHOUT RISK

Of course, no investment is risk-free. Bottlers are
exposed to risks ranging from changing consumer
preferences, volatile commodity input costs and
regulatory demands and changes, most notably
through sugar taxes and packaging mandates.
Growing consumer demand for healthier lifestyles
also requires reformulation of products with low or no
sugar.

There are also important sustainability risks that must
be considered, most notably around water usage,
plastic packaging, waste collection and recycling. This
is why we believe that assessing sustainability factors
is key when considering the long-term financial health
of a business. If they are left unattended, over time
sustainability risks inevitably become financial or
reputational risks.

The Coca-Cola system, however, has proved resilient
by diversifying into a broader range of products,
reducing water and plastic consumption and investing
for the long term in areas such as recycling. All of this
is helped by the fact that no competitor can easily
replicate Coca-Cola's scale, brand equity and local
distribution networks. Even large global beverage
brands face enormous friction trying to copy what the
best bottlers have spent decades building, which
helps explain why some bottlers are starting to
distribute for other FMCG (fast-moving consumer
goods) companies, adding low-unit but high-margin
revenue.

GLOBAL LEADING GOVERNANCE, GLOBAL
LEADING BRANDS

Coca-Cola HBC and Coca-Cola FEMSA are exemplary
models of high-quality listed businesses in emerging
markets. Through strategic market penetration,
operational excellence and a keen understanding of
local dynamics, they have established themselves as
leaders in the beverage industry.

Although we have yet to find an Asian Coca-Cola
franchise we would like to own, we note that TCCC has
recently announced a new partnership with a family
business in India, where its bottling operations are
currently unlisted. Perhaps in the future we will see
interesting Asian and African bottling franchises
coming to the market.

Coca-Cola bottlers offer a potentially rewarding
investment opportunity: steady cash flow, defensible
returns on capital and exposure to long-term
emerging-market growth, from both increasing
population and rising wealth. These are the kinds of
businesses we believe are worth holding through
cycles - quiet compounders that win through strong
alignment and a long-term investment horizon that
benefits both customers and shareholders.
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Disclaimer

For Professional Investors Only

This document is issued and approved by Skerryvore Asset
Management Ltd (formerly BennBridge Ltd) (“Skerryvore").
Skerryvore may be referred to herein as the Investment
Manager, Investment Adviser or Firm. The Firm is based at
45 Charlotte Square, Edinburgh EH2 4HQ in the United
Kingdom. The registered office of the Firm is Windsor
House, Station Court, Station Road, Great Shelford,
Cambridge CB22 5NE.

Skerryvore is authorised and regulated by the Financial
Conduct Authority in the UK and is registered as an
investment adviser with the U.S. Securities and Exchange
Commission (“SEC") (registration of an investment adviser
does not imply any level of skill or training). The
information in this document has not been approved or
verified by the SEC or by any state securities authority.

As at the date of this document, the Firm manages the
following Emerging Market Equity strategies; the
Skerryvore Global Emerging Markets Equity Strategy ("GEM
Equity”) and the Skerryvore Global Emerging Markets
Equity All-Cap Strategy ("GEM All-Cap”), each a “Strategy”.

Skerryvore provides this material as a general overview of
the Firm, our processes and our investment capabilities. It
has been provided for informational purposes only. It is not
a recommendation of, or an offer to sell or solicitation of an
offer to buy, any particular security, strategy or investment
product that may be referred to herein and must not be
construed as investment or financial product advice. The
Adviser has not considered any reader's financial situation,
objective or needs in providing the relevant information.
For the avoidance of doubt, this information has not been
tailored to the needs of the recipient.

This material may contain privileged and confidential
information and is intended only for the recipient/s. Any
distribution, reproduction or other use of this presentation
by recipients is strictly prohibited. If you are not the
intended recipient and this presentation has been sent or
passed on to you in error, please contact us immediately.
Confidentiality and privilege are not lost by this

The value of investments may fall as well as rise and you
may not get back your original investment. Past
performance is not indicative of future performance or
returns. The Adviser has taken all reasonable care to
ensure that the information contained in this material is
accurate at the time of its distribution, no representation or
warranty, express or implied, is made as to the accuracy,
reliability or completeness of such information.

Broad-based securities indices are unmanaged and are not
subject to fees and expenses typically associated with
managed accounts or investment funds. The performance
of the index represents unmanaged, passive buy-and-hold
strategies, investment characteristics and risk/return
profiles that differ materially from managed accounts or
investment funds, and in investment in a managed account
or investment fund is not comparable to an investment in
any index or in the securities that comprise the indices. The
volatility of the index may be materially different from the
individual performance attained by a specific investor.

In addition, the Strategy’s holdings may differ
significantly from the securities that comprise the index.
The index has not been selected to represent an
appropriate benchmark to compare an investor’s
performance but rather is disclosed to allow for
comparison of the investor’s performance to that of
certain well-known and widely recognized indices. You
cannot invest directly in an index. Information is current
as at the date of this document and may change without
prior notice. This document may not be reproduced or
distributed by the recipient, in whole or part, except that
this document may be provided to the recipient’s
advisers in connection with an evaluation of a potential
investment.

Any projections, market outlooks or estimates contained
in this document constitute forward looking statements
and are based on certain assumptions and subject to
certain known and unknown risks. Accordingly, such
forward looking statements should not be relied upon as
being indicative of future performance or events. The
information provided in this document relating to specific
stock examples should not be considered a
recommendation to buy or sell any particular security.

An investment in the Strategy should be viewed as
medium to long term. Potential investors in Emerging
markets should be aware that investments in these
markets can involve a higher degree of risk. An
investment should only be made by those persons who
could sustain a loss on their investment. It should not
constitute a substantial portion of an investment
portfolio and may not be appropriate for all investors. The
value of investments and the income from them may go
down as well as up and may be subject to sudden and
large falls in value. An investor may lose their entire
investment.

The Firm’s research for this document is based on current
public information that the Firm considers reliable, but
the Firm does not represent that the research or the
document is accurate or complete and it should not be
relied on as such. The views and opinions contained
herein are those are those of Glen Finegan and his team.
They do not necessarily represent views expressed or
reflected in other Firm investment communications or
strategies and are subject to change.

The distribution of this document and the offering of or
entering into an agreement with regards to the Strategy
may be restricted in certain jurisdictions. No person
receiving a copy of this document in any such jurisdiction
may treat this document as constituting marketing or an
invitation to them to enter into an agreement with
regards to the Strategy. It is the responsibility of any
persons in possession of this document, including
individuals who may be employed by or a consultant to
the recipient, to inform themselves of, and to observe, all
applicable laws and regulations of any relevant
jurisdiction. If any recipient, including individuals, is or
becomes aware that the receipt of this document by
them contravenes any law or regulation, they must
destroy it or return it to the Adviser immediately.
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Prospective clients should inform themselves as to the
legal requirements of entering into an agreement and any
applicable exchange control regulations and taxes in the
countries of their respective citizenship, residence, or
domicile.

Although the information in this document is believed to be
materially correct as at the date of issue, no representation
or warranty, express or implied, is given as to the accuracy,
reliability, or completeness of any of the information
provided as at the date of issue or at any future date.
Certain information included in this document is based on
information obtained from third-party sources considered
to be reliable. Any projections or analysis provided to assist
the recipient of this document in evaluating the matters
described herein may be based on subjective assessments
and assumptions and may use one among many alternative
methodologies that produce different results.

Accordingly, any projections or analysis should not be
viewed as factual and should not be relied upon as an
accurate prediction of future results. Furthermore, to the
extent permitted by law, the Adviser and its affiliates,
agents, service providers and professional advisers assume
no liability or responsibility and owe no duty of care for any
consequences of any person acting or refraining from
acting in reliance on the information contained in this
document or for any decision based on it.

FOR INVESTORS RESIDING IN THE UNITED
KINGDOM OR THE EUROPEAN ECONOMIC
AREA

In the United Kingdom this document is only available to
professional investors meeting the criteria for Professional
Clients set out in COBS3.5 of the Conduct of Business
Sourcebook in the Financial Conduct Authority’s Handbook
of rules and guidance.

FOR PROSPECTS OR CLIENTS RESIDING IN
CANADA

Please be advised that the Firm is not registered in any
province in Canada. As at the date of this document, the
Firm satisfies the requirements set out in section 8.26 of
National Instrument 31-103 to reply on the International
Adviser Exemption in the provinces of Alberta, British
Columbia, Ontario and Quebec.

FOR INVESTORS RESIDING IN AUSTRALIA
OR NEW ZEALAND

In Australia this document and investment in a Strategy is
only made available to professional investors meeting the
criteria for wholesale clients as defined in section 761G of
the Corporations Act 2001 (Cth) (Corporations Act). In New
Zealand this document and investment in a Strategy is only
available to investors meeting one of the criteria to be
considered a wholesale investor under clause 3(2) of
Schedule 1 of the Financial Markets Conduct Act 2013 (New
Zealand) (FMC Act). The receipt of this material by a
prospective New Zealand investor does not constitute an
offer, or part of an offer, of financial products or securities
and this publication is not a product disclosure statement
or any other form of offer or disclosure document.

This information is issued and approved by Skerryvore
Asset Management Ltd (formerly BennBridge Ltd)
("Skerryvore"). Skerryvore is exempt from the
requirement to hold an Australian financial services
licence under the Corporations Act pursuant to ASIC
Instrument 25-011, issued under section 926A(2)(a) of the
Corporations Act. This exemption enables Skerryvore to
provide financial product advice and to deal in financial
products in relation to foreign exchange contracts,
securities and interests in a managed investment scheme
(that is not required to be registered under Chapter 5C of
the Corporations Act) in Australia to wholesale clients
only. As any offer of financial products Skerryvore may
make in New Zealand is limited to wholesale investors,
Skerryvore is not required to be licensed or registered
under the FMC Act to make any such offer, and any such
offer if made will not constitute a regulated offer for the
purposes of the FMC Act.

Skerryvore is authorised and regulated by the Financial
Conduct Authority (with Firm Reference Number 769109)
under UK laws, which differ from Australian and New
Zealand laws.

This publication is not an offer of investment or financial
product advice. Skerryvore has prepared this publication
based on information available to it. Although all
reasonable care has been taken to ensure that the facts
and opinions stated herein are fair and accurate, the
information provided has not been independently
verified. Accordingly, no representation or warranty,
expressed or implied, is made as to the fairness, accuracy
or completeness or correctness of the information and
opinions contained within this document. Whilst
Skerryvore has taken all reasonable care in producing the
information herein, subsequent changes in circumstance
may at any time occur and may impact on the accuracy
of this information. Neither Skerryvore, nor its directors or
employees, guarantee the success of Skerryvore's funds,
including any return received by investors in the funds.
Past performance is not necessarily a guide to future
performance. The information contained within this
document is a general summary only and has been
prepared without taking into account any person’s
individual objectives, financial circumstances or needs.
Before making any decisions to invest, a person should
consider the appropriateness of the information to their
individual objectives, financial situation and needs, and if
necessary, seek advice from a suitably qualified
professional. Information in this publication is current as
at the date of this document, unless stated otherwise.

This publication includes 'forward-looking statements’.
These forward-looking statements are based on current
views, expectations and beliefs as at the date they are
expressed. They involve known and unknown risks,
uncertainties and other factors that could cause the
actual results, performance or achievements of
Skerryvore to be materially different from those
expressed or implied by the forward-looking statements.
Accordingly, there can be no assurance or guarantee
regarding these statements, and you must not place
undue reliance on these forward-looking statements.
Skerryvore disclaims any responsibility for the accuracy
or completeness of any forward-looking statements.
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Telephone calls may be recorded for training and
monitoring purposes.

RISK FACTORS

Capital is at risk and there is no guarantee the Strategy
will achieve its objective. Investors should make sure
their attitude towards risk is aligned with the risk profile
of the Strategy.

Past performance does not predict future returns. The
value of investments and the income from them may go
down as well as up and investors may not get back the
amounts originally invested.

The Strategy does not hedge currency exposure. If the
currency of the investment is different from the local
currency in the country in which you reside, the figures
shown in this document may increase or decrease if
converted into your local currency.

Equity prices fluctuate daily, based on many factors
including general, economic, industry or company news.
In difficult market conditions, the Strategy may not be
able to sell a security for full value or at all. This could
affect performance.

Investments in Emerging markets can involve a higher
degree of risk.



contacts

SKERRYVORE Charles Oldmeadow

Head of Distribution

Charles.Oldmeadow®@skerryvoream.com
+44 (0) 131202 3092

45 Charlotte Square, Edinburgh EH2 4HQ
clients@skerryvoream.com

Ciara Egan

Reporting and Marketing Analyst
Ciara.Egan@skerryvoream.com
+44 (0) 131202 3079

OUR GLOBAL DISTRIBUTION PARTNERS

FRONTIER ONE LLC - USA BENNELONG - AUSTRALIA

1033 Skokie Boulevard, Suite 260 Level 21, 20 Bond Street, Sydney NSW 2000

Northbrook, IL 60062 Bennelong House, 9 Queen Street

. Melbourne VIC 3000
Jason Ciaglo

jciaglo@frontieronellc.com

Level 38, Riparian Plaza

Bill Forsyth 71Eagle Street, Brisbane QLD 4000

bforsyth@frontieronellc.com Level 1, 81 Stirling Highway
Nedlands, Perth WA 6009
client.experience@bennelongfunds.com
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