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Host
	BEGINNING OF TRANSCRIPT


Ladies and gentlemen, good afternoon or good morning depending on your time Zone. 
My name is Gael Murara and today, I am happy to welcome you to the BRALIRWA Financial Year 2023 Conference call, hosted by African Alliance Rwanda.

Today, the management will walk us through what was without a doubt a great year for the company; as a market player we can attest that BRALIRWA remains one of the best performing stocks on the Rwanda Stock Exchange and the counter is also the most liquid that we have on our market. 
From BRALIRWA today, we are joined by the Managing Director, Mr Etienne Saada together with the Finance director, Mr Mustapha Gammar.

The agenda will be as follow: 

They will take us through the financial results of the company for the period ended in December 2023. We will then hear about the outlook of company for the year 2024 so far.

During the presentation, you can always ask the questions through the Q&A box at the top on the left side. 
At the end of the presentation, you will also be given a chance to speak and ask questions yourselves directly, for that I will ask you to “raise your hand” so I can give you the floor.

Thank you very much for attending this call and now I will give the floor to the Bralirwa team and Mr. Etienne Saada. 



	Etienne Saada
	Thank you Gael,
Good afternoon, everyone and thank you for joining us today for the 2023 Full Year results conference call. Consistent with previous results call, I am joined by our Finance Director Mustapha Gammar, Welcome Mustapha. 
Before opening the call to take your questions, we would like to take you for a few opening remarks on the full year results, which were released a few weeks ago.
There are also some slides accompanying this presentation which you should be able to access on our company website. 
With that, I would like to get started with Slide two containing our disclaimer as usual.I will leave it on the screen for a few seconds, enough for you to take the time to read it.


	 
	I think now we can turn to the first slide and I will start providing some context on the macroeconomic condition and market context in Rwanda 2023. 
So, Rwanda's economy grew by 8.2% in 2023 as a result of a good performance from industries and services.

The agricultural sector was majorly impacted by drought and floods.
Rwanda's economy is expected to continue growing above 5% this year (2024) driven by easing inflation that is expected to increase demand. 
In 2023, it is important to know that inflation was at 20.4%, the highest in the past 10 years, and this was due to global disruption carried over from 2022. Inflation is expected to significantly reduce in 2024 and return to the target level of 5%, which is already being observed in Q1/2024. 
In line with this high inflation, the Rwandan Franc depreciated by 22.9% versus the EUR and 18.2% versus USD as a result of the global disruption, and the performance of agriculture which led to a high increase on the country's import bill.
On the next slide to explain more detail and to confirm our strategy and our investment brand, let's have a few words on the brand development.

In 2023, for Primus, our lower segment and mainstream brand, we introduced and rolled out our 360-campaign, “Primus Iduha Vibe”. The campaign is mainly centered around positioning the Primus brand as a cool trendy brand, that drives excitement among the Rwandan adults.  The brand continues to sponsor the Primus National League (football), a platform that brings Rwandan together for their love of football and beer. 
Additionally, Primus continued its partnership with Bruce Melodie, Rwanda's leading artists who embodies the modern vibrant man. 
The focus for HEINEKEN, is to revive the brand “premium-ness” in the consumer's mind. So once again, we ran the UEFA Champions League campaign in February until June. The objective was to excite consumers from the knock-out stages until the final for bespoke premium activation in HEINEKEN flagships outlets, which resulted in HEINEKEN growing his brand power in the first half of 2023. 
Also in Q4/2023, we ran a global campaign around HEINEKEN celebrating “150 years of good times” with introducing of a limited-edition labels and, a 360 campaign that delivered a unique experience and excitement to the consumer across premium outlets in Rwanda, with the final premium event at a very premium place in Kigali. 

With AMSTEL, our accessible premium beer, the focus was to drive meaningfulness to the consumers. We embarked on a journey of sponsoring one of the biggest sporting events in the country “Tour du Rwanda” and continue to capture the mind and hearts of the consumers. It’s good to mention that with Tour Du Rwanda, we captured both volume and image. We also leveraged the Friends of AMSTEL platform with the first and one of its kind festival that was well received by the consumers. 
With both activities, AMSTEL brand power grew again in 2023.

For MUTZIG, our ambition was to maintain the brand power and to build brand meaningfulness by leveraging the “Never Stop Starting” regional campaign. We reinforced the idea with 3 activation platform. 
One is “MUTZIG Amabeats”, a nationwide DJ Mix competition rewarding those who are brave and bold enough to start something life-changing. 
Music Life board TV Series, a talk show format highlighting everyday Rwandans but personifying the music DNA of “Life Bold”. And last, the magic bold nights: an outlet activation with an experiential element that rewards consumers that are bold enough to take part in the bold challenges of the night; For example, karaoke dance and stand-up comedy. 

So that was for brand, and, on that, I pass the baton to Mustapha to give us some comments on the financials.




	Mustapha Gammar
	[bookmark: _Hlk134012861]Thank you, Etienne. Moving to slide five, we have some of the key performance highlights from the full year results. 
Our overall volume slightly declined by 1% versus 2022 due to the slowdown in consumer demand caused by high inflation. 
Revenue of 184 billion Rwandan Francs was higher than last year mainly driven by responsible pricing, offsetting the impact of high inflation and positive mix from our premium product. 

We registered a strong operating profit result at 29.2% growth delivering 54 billion Rwandan francs compared to 42 billion in 2022, mainly driven by top line performance partially offset by selling and distribution cost increase, mainly from cost of transportation and increased marketing activities as explained by Etienne. 
Net finance cost increased by 85.6% to 11.8 billion Rwandan Francs, and this was due to the currency depreciation highlighted by Etienne also. The net income increased by 30.9% to 29.5 billion Rwandan Francs coming from 22.5 in 2022. 
This resulted in a better earnings per share of 28.69 Rwandan francs compared to 21.91 in 2022.


So, turning to slide six, there is more details on our financial results for the full year 2023: net debt grew to 38 billion to support our investment in increasing our brewing capacity by 200,000 Hectoliter and this was completed in October last year.
Good to call out the improvement of our costs, profit margin, EBITDA margin and net profit margin driven by top line growth and cost management. I would now like to hand it back to Etienne to take us through the community support initiatives and the outlook for 2024.


	Etienne Saada
	Yes, thank you Mustapha.
Sustainability and responsibility are integral to the business and are part of our planning business as BRALIRWA and HEINEKEN. We are proud of our role as a socially responsible company in Rwanda and here are just a few of the initiatives that we have implemented in 2023. 
First, we continued our tree planting initiatives near our watershed to preserve and restore the environment. 
We see, first, not only replenished water catchment areas, but we also contributed to environmental conservation and improve the livelihoods of people living in the area. 
As part of our support impact initiatives, we partnered with BBoxx Rwanda to provide solar energy to upgrade households in the Ngororero district, benefiting over 355 people. 
In response to the heavy rains that caused severe floodings and landslides in the northern, western, and southern province of Rwanda, unfortunately claiming more than 130 lives and destroying property and several infrastructures, we immediately decided to partner with Rwanda Red Cross Society to support the victim of the flood with a donation of 20 million Rwandan francs.
In addition, with the HEINEKEN Africa Convention in collaboration with Water Aid Rwanda and the Ministry of Health, we launched WASH facilities in various districts of Rwanda to promote access to safe water and hygiene behavior change. 

Last but not least, we continued our annual partnership with the Rwanda National Police to combat drunk driving through media campaigns including the engagement of employees and distributors in the “Don't Drink and Drive campaign” as part of Heineken's commitment to making a positive impact through responsible consumption. One motto: “When you drink never drive.”
Now on the next slide, we would like to give you some details on our outlook for the year 2024.

So, Rwanda's macroeconomic factors are expected to continue being positive, especially as we mentioned already with inflation easing. 
This should have a positive impact on our business from increased consumer demand and stable input costs. However, global disruptions such as the Red Sea tensions continue to pose threats to this outlook. 
The market environment in Rwanda is expected to remain competitive. With the completion of the Gisenyi extension in Q4/2023, BRALIRWA is in a better place to continue protecting our market position and improving supply to market. 
Additionally, this will be supported by continued investment in our brands, innovation, route to consumer and people to drive superior performance. 
This volume growth will continue to be supported by balanced value growth and cost management to ensure bottom-line growth in 2024. With that we would like to hand back to the operator for any questions now. Thank you.



	

Host



	

Thank you very much Mr. Saada and Mr. Gammar for this                                   presentation. For the attendees, the floor is yours. So, here are some room-keeping rules. Please raise your hands and I will give you the opportunity to unmute yourself and ask a question.

Bernard, you should now be able to unmute yourself and ask your question.


	Bernard Griesel (Steyn Capital, South Africa)
	Aye, thank you. Thank you very much and well done on a brilliant set of results and thank you for this call. My first question is on the regulatory environment: I’m aware that the health minister has been leading an anti-drinking campaign and was looking to raise excise duties, I thought just to ask what is the latest about it and how do you see the regulatory environment for this coming year?



	Etienne Saada
	OK, thanks Bernard. So indeed, officially the Minister of Health by supporting the whole Government launched a campaign on “Tunywe-less” aiming at reducing the consumption. Good enough, so far it is in line what I mentioned, our partnership with the police and our campaign, “When You Drink Never Drive”.
So, it means we follow it closely of course. 
Two ways of reacting and or two ways to reply: 
First is confirming that we, as a responsible beer maker at HEINEKEN and BRALIRWA, don't want to promote binge drinking or over drinking. We want to promote responsible consumption. So far it is in line. 
Second, it is by continuing to introduce and develop low or no alcohol brands. For example, we already mentioned Heineken 0.0 and we also launched now, it's official, Stillwater. We also launched our energy brand “Cheetah”. 
This also responds to this new trend, not only in Rwanda. 
That is why are quite confident, because it is something HEINEKEN is facing worldwide. So, we will also duplicate what HEINEKEN is doing around this. 
Hope it's clear and understood. 


	Bernard Griesel
	Yes, thank you. But is there any expectation for any excise duties to increase in line with this?


	Etienne Saada
	Every year, we have discussions, through the private sector, because we don't always discuss directly, but always through the private sector. We have discussions about taxes. 
As a reminder, we are the first taxpayer in the country, so of course we follow it very carefully. 
I've been here for almost three years now or two years now. They discussed with us before, and not only with us, when I say, “with us”, I mean all the stakeholders, including the competition. 
They say what they plan, and indeed, they have again come up with this project as a proposal. We will discuss this with them in the coming weeks, maximum months, and we will see. 
We expect a change, potentially, but so far, we don't know how to measure the impact. 
We are not as worried as we could be because we know them better now and we are starting to discuss more. The idea is to discuss, and to implement it together in a very clever way. 
Our purpose is to explain to them that it’s correct to change the tax without killing the potential, especially for the first taxpayer. 
So far, we are discussing.


	Bernard Griesel








Etienne Saada 
	Thank you, then maybe one follow-up question and then I'll give the floor: I also know that as part of the HEINEKEN Group you are implementing a new ERP system. I thought maybe just to get an update on the progress of that or where you are with that, I know that can be quite disruptive to a business implementing a new ERP system.


We have a program called Digital Backbone indeed. Rwanda is one of the first to implement it, it's completely true, and we announced it last year. We should deploy it in this year in July.
As you can guess, we have people from the company here. We have a strong support; we currently have 10 people with us and the most important is really to have a business continuity plan to limit maximum impact. So far, we see the benefits, but you're right, the benefits will be seen in the second phase. First, we will have the constraints. 
We are working every day, we have an eleven-person full time dedicated team working on it for BRALIRWA, plus the support of the region and global. We will have another team coming there on ground in end of June and July to the kickoff of this new ERP.


	Bernard Griesel

Host


Tim Raschuk (Frontaura Capital, USA)
	Thank you.

Thank you, Bernard. Tim, please go ahead.

Hi, thanks very much for the call. I have two questions.
My first question is on the capacity expansion:
Could you give us a couple of details of whether that's complete, how much additional capacity that gives you and how much it costs and how you finance it? 
And then my second question is on the competitive environment, I mean historically this has been a market where volumes haven't really grown and now you've extended capacity, your competitor has also expanded capacity. So, I wonder if you're worried that the market may be over-saturated with capacity given the volume outlook. Thank you so much.


	Etienne Saada
	For the capacity increase, we finalized the first phase with an additional 200 hectoliters. We reached it at the end of 2023, and we will benefit from this full capacity this year. 

You’re right, our competitor started to also increase capacity. However, the reality is that the demand on the market, even including our capacity (that of our competitors and ourselves), we won't be in over capacity. 
The people entering in the legal drinking age is really increasing. Young population increases the middle class in the country, so we don't expect to be over capacity. We also are only two players. We have some imports but it's not relevant. 
So, to reply concretely, NO, we don't expect any risk on the market. Of course, it is so far based on what we see. 
I don't know if it's clear enough.


	[bookmark: _Hlk165380873]Tim Raschuk
	Yes, thank you. Could you just talk about how you finance the capacity expansion? Was it all debt or did you have to take on additional debt and if so, how much additional debt?


	Mustapha Gammar




Tim Raschuk                                 
	Yeah, for the additional capacity, the investment was 30 million USD that was invested between 2022 and 2023 through short term debt. Short-term debt was used to support this investment. I hope this is clear.

Right. Thank you!


	
Host
	Thank you, Tim.  Any other questions from the audience?
I'm going to let Kevin, please go first and Bernard will be right after.
Kevin, you can unmute yourself and ask your question.

INAUDIBLE


	Kevin Karobia (BK Capital, Kenya)

Host




Bernard Griesel (Steyn Capital, South Africa)                                                                                               
	OK, let me try and put it on the chat, on the chat box.


Ok, Thanks Kevin. In the meantime, maybe we can take the question from Bernard while you type your question. Bernard, go ahead and unmute yourself.

Thank you. I’ve got two questions. Can you give us a sense of where soft drinks margins and beer margins were in 2023 and where you might see those heading in the future? And addition to that, I know you were applying for trade support from Coca-Cola for your soft drinks business. Were you successful in that, in getting some support on that?
Thank you.


	Etienne Saada
	Yeah. OK, on details on margins, it's quite complicated to give details on the margin. 
What we can say on our relationship, we are bottlers for Coca-Cola in the region, for five countries. When you ask if there is a clear agreement between ATL and BTL:  we are in charge of BTL. 
We discuss with Coca, of course, and provided that we respect their recommendations.
They are in charge, and it replies to your question, on ATL. It means that for every campaign, the support, the model, or the channel, is decided directly and paid directly by Coca-Cola.


	Bernard Griesel

Etienne Saada
	Yeah, thank you.

Maybe do we have in the chat the question from Kevin



	Host
	Yeah. So, the first question from Kevin was: “the revenue growth was driven by price increases given that sales volume went down. how sustainable will this be given that the competitors…” will wait for him to finish the question.


	Mustapha Gammar
	Ok, so to answer the first question, due to high inflation for 2022 and 2023, we were obliged to increase prices. 
Secondly, as we were capacity constraint, we had no choice except to cover this inflation and higher costs increase. 
For the future, and what we see in 2024., we expect inflation to go down and that's mean pricing go down. Also, we now have additional capacity that will generate more profit from volume growth.

	

Etienne Saada
	
Thank you, Mustapha. And to build on it, Kevin, it's important to know you mentioned and you're right, the potential risk with competitors.
It is important to note that competitors followed our price increase in all the instances last year. At the end of the year 2023, or maybe beginning of this one (2024), they decided to increase even before us.
Normally, on every market, the leader starts the price increase but due to what Mustapha mentioned, we understood that they were also under pressure with costs. So that's why they also increased the price.


	Host
	 We will wait for the second part of Kevin's question.


	Etienne Saada
	 Yes.


	Host	






Mustapha Gammar









Host


Mustapha Gammar

Etienne Saada
	In the meantime, is there anybody else from the audience who would like to have the floor afterward? The second question is: “the negative cash position on cash flow statement, is it a management concern?”


Ok, so the second part is not a management concern, so this is mainly due to two facts. So, the first one is high investment for the last two years, it was two years with around 30 million USD investment, 2022 and 2023. Second part, you know the last two years or so we had some disruption from the war in Ukraine and Russia and now the Red Sea, so we had to increase our stock, to be able to avoid running out of stock and these two things we expect to slow down in coming years. 

Kevin, I hope we answered your question.
Great.

Thank you.

Thanks Kevin.


	      Host
      
	Bernard, please go ahead and unmute yourself.


	
	

	
	

	 Bernard Griesel (Steyn  Capital, South Africa)                                                                                                 
	Thank you again. Can you give us a CapEx guidance for the next two years?
And the second question is can you comment on FX availability?
Are you able to freely get source foreign currency as you need?
Thank you.



	 Etienne Saada
	So, without giving too many details on the strategy, we confirm that if what we decided in past three years, meaning the relation between our CapEx strategy, investment, and the results we get, continues to be in line, we will continue to invest for sure. 
The most important one was indeed this 30 million USD. 
Now we will pause on it to see the results because we now have the capacity. That’s really what happened on CapEx.


	 Mustapha Gammar


 
Etienne Saada




Bernard Griesel                                                                                                 

Etienne Saada
           

	For forex availability, we had last year some challenges with USD, but no challenge in Euro. We were however able to source from the local market, so, no big issues.

And compared to the markets around us and our colleagues because we operate in many countries as you know, it's not really a concern so far in Rwanda. 


Thank you.

Thank you, Bernard.


	
	

	 Host



	Any other questions from attendees? 
And the chat box is empty as well.

	 Host
	No more questions. I want to thank you very much for attending this call. Unless Mr. Saada, you have any last remark. Thanks for attending this call hosted by African Alliance Rwanda.
Thank you Mr. Saada, Thank you, Mr. Gammar and the whole team.
We wish you a good weekend ahead and a good rest for the year 2024. 

Thank you very much.


	 Etienne Saada
	Yes, and to conclude, I would like to thank you for the pertinence of the questions, it means you put interest in it.
We are really, glad for that, and thank you for your trust also.
Have a nice day!




	Host
	Thank you!


	
	


	
	



END OF CALL
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