
BELUGA GROUP (O/W): Initiation of Coverage 
A unique opportunity on the spirits market 

We initiate coverage of BELUGA GROUP with a 12M TP of RUB4,999 and O/W rating. 
BELUGA GROUP is a leading producer and distributor of spirits in Russia, as well as 
the owner of one of the leading super-premium vodka brands globally (Beluga). Having 
a strong diversified product mix, we believe the company is well equipped for the 
changing alcohol market. The development of its specialized retail chain (WineLab) is 
set to help communicate directly with consumers, to capture additional margins and 
exposure to e-commerce. Growing export volumes are also an important long-term 
catalyst, as that generates the highest margins among its product range, while the 
Beluga brand itself is valuable. All in all, there is a potential to double revenue by 2024, 
while also increasing the EBITDA margin by 2-3pp from 14.5% in 2020. We believe that 
is far from being priced-in by the market at current levels, and the execution is likely 
to drive a stock rerating. 

Diversified spirits producer, well equipped for a changing market. Established in 1999, BELUGA 
GROUP has grown into a leading spirits producer and distributor in Russia, with the Beluga vodka brand 
one of the leading super-premium vodka brands globally. To address changing consumer preferences, 
the company has diversified its product mix: the current brand portfolio consists of >45 brands of vodka, 
wine, brown spirits, and others, as well as >110 brands of imported wine and spirits. In the legacy vodka 
business, the key brands exhibit above-market growth and are well positioned for further market gains.  

WineLab retail chain: a key pillar of business growth, well positioned vs competitors. Operating 
nearly 700 WineLab outlets, BELUGA GROUP is targeting to expand its store base to ~2,500 outlets by 
2024. WineLab is set to generate 35% revenue CAGR 2020-24F, contributing >45% to the Group’s net 
revenue by 2024 (vs 34% in 2020). We believe the direct engagement with consumers helps the company 
to better track consumer preferences and reactions to new product launches. Secondly, in our view, that 
should help to capture additional margins in conjunction with a growing import business (~40% of 
imported brand sales come through WineLab). That is also a platform for online-based (click & collect) 
sales, where the average tickets tend to be 6-7x higher than offline. Finally, the store-level economics are 
attractive with 1.5-2 year payback periods on average, surpassing public grocery retailers (3-4 years). 
Moreover, compared to other specialized alcohol retailers, we believe WineLab is well positioned, given 
1) its synergy with the production and distribution network, and 2) a higher specialization on alcohol. That
might be appreciated by investors as soon as some of WineLab’s peers become publicly traded, we think.

Growth opportunities in lucrative vodka exports. Contributing just 2% to physical volumes and 4% to 
total net revenue (on our estimates), the export business is an important margin driver (~70% gross 
margin, according to the company, and 25-30% EBITDA margin, we estimate), with the flagship super-
premium vodka brand Beluga at the core of the group’s export business. The company sees an 
opportunity to raise its export shipments going forward with significant efforts concentrated on the US 
market (#2 by vodka consumption in the world), where the company currently has a low single-digit market 
share, growing from a low base. A recovery in duty-free sales is also a potential growth driver, in our view. 

Beluga brand itself is valuable. We have collected data on several brand acquisition deals globally. 
Based on that, we conclude that the Beluga brand value (#3 super-premium vodka globally) could be in 
a range of at least ~$400-700mn, corresponding to ~85-150% of BELUGA GROUP’s current equity value. 

Potential to double revenues and improve margins by 2024, not priced-in. The company’s strategy 

targets to double revenue from 2020 to ~RUB130bn in 2024, with the EBITDA margin expected to 

improve by 2-3pp vs the 2020 levels of 14.5%. The main drivers are 1) retail chain development and e-

commerce expansion; 2) growth in high-margin export sales volumes and their share in revenues; 3) 

import business expansion, including broadening the assortment via exclusive import contracts. The 

company does not seem to be concerned about potential taxes hikes – indeed it is predictable (with 3-

4% annual indexation) and passed on to consumers (the company raises prices on its products by 5-6% 

annually). With ~RUB3bn of annual capex requirements, we see the company being FCF-positive with a 

comfortable debt load (~1x net debt / EBITDA in 2021-24F). Thus, we see scope for the company to 

continue paying out 50% of net income (vs the 25% minimum payout stated in its policy), which adds to 

its investment attractiveness (6-11% yield in 2021-24F).  

Valuation: Following a ~100% rally YTD, the stock still trades at 4.2x EV/EBITDA 2021F, suggesting an 
80% discount to global spirits producers, a 48% discount to Rusagro, and a 27% discount to the median 
of Russian consumer names. Our DCF-derived 12M TP (risk-adjusted) of RUB4,999 suggests 99% 
upside to current levels and prompts us to assign an O/W rating.  

Key downside risks to Beluga’s investment case are: 1) Higher than expected excise tax hikes; 2) 

restrictive regulatory initiatives; 3) changes in consumer preferences; 4) increasing competition; 5) 

customer concentration; 6) retail development execution; 7) ruble weakness; 8) low stock liquidity; 9) 

share overhang. In the meantime, our scenario analysis suggests that the current stock level prices in 

overly pessimistic scenario for the business, not assigning any value to growth prospects. That makes 

the risk-reward balance compelling. 
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Investment summary 

 BELUGA GROUP is a leading producer and distributor of spirits in
Russia, as well as the owner of one of the leading super-premium vodka
brands globally (Beluga). BELUGA GROUP runs a diversified product
mix and brand portfolio, making the company well equipped for a
changing market.

 The Group is developing a specialized retail chain (WineLab) and is
targeting to expand the number of outlets to 2,500 by 2024 from ~700
currently. That provides an opportunity to directly communicate with
consumers as well as to capture additional margins and gain exposure
to e-commerce.

 The company exports its flagship vodka brand Beluga (the #3 super-
premium vodka globally) to over 100 countries. That generates the
highest margins for the Group among its products, and the brand itself
is valuable.

 As a part of its strategy, BELUGA GROUP aims to double its revenue to
~RUB130bn by 2024, while also increasing its EBITDA margin by 2-3pp
from 14.5% in 2020. We believe that is far from being priced-in by the
market at current levels, and the execution is likely to drive a stock
rerating.

Diversified spirits producer, well equipped for a changing market. Established 
in 1999, BELUGA GROUP has grown into a leading spirits producer and distributor 
in Russia, with the Beluga vodka brand one of the leading super-premium vodka 
brands globally. To address changing consumer preferences, the company has 
diversified its product mix: the current brand portfolio consists of >45 brands of 
vodka, wine, brown spirits, and others, as well as >110 brands of imported wine and 
spirits. The production division includes 1) five spirits production facilities with a 
capacity of >20mn 9L cases (currently 70% utilized); 2) the Golubitskoye Estate 
vineyard (acquired in 2018, 2.5mn bottles of annual capacity); and 3) a proprietary 
ethanol plant (acquired in 2021) with 1mn dcl annual capacity (sufficient to cover 
~20% of group’s Vodka and LVI production). In the legacy vodka business, the key 
brands exhibit above-market growth and well positioned for further market share 
gains. 
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Figure 1: Own brand portfolio 

 
Source: company data 

 

Figure 2: Imported brand portfolio 

 
Source: company data 

 
 
WineLab retail chain: a key pillar of business growth, well positioned vs 
competitors.  Operating nearly 700 WineLab outlets, BELUGA GROUP is targeting 
to expand its store base to ~2,500 outlets by 2024. The company also sees the 
expansion of WineLab’s e-commerce platform (currently working as a click-and-
collect only) as a crucial source of growth with a mobile app being a key driver of e-
commerce sales. The retail segment is set to generate >RUB80bn of net revenue 
by 2024 (implying ~35% CAGR), of which 10-15% is likely to be online (vs 3% 
currently on average and 6% in Moscow and St. Petersburg), according to the 
company. We note a higher average ticket in the online channel (RUB3-3.5k vs 
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RUB500 in stores), which coincides well with the global trend of premiumization of 
the online channel. We believe direct engagement with customers should help the 
company to better track consumer preferences and their reaction to new product 
launches. That, in turn, provides an opportunity to precisely forecast demand and 
plan the product mix. Secondly, in our view, that should help to capture additional 
margins, which is especially crucial for the import business (~40% of imported brand 
sales volumes come via WineLab, suggesting that the company earns margins not 
only as a distributor but also as a retailer). That said, the development of the 
WineLab chain coincides well with the growing import business, in our view. Finally, 
the store-level economics are attractive with 1.5-2 year payback periods on 
average, surpassing public grocery retailers (3-4 years). Moreover, compared to 
other specialized alcohol retailers, we believe WineLab is well positioned, given 1) 
its synergy with the production and distribution network, and 2) higher specialization 
on alcohol. That might be appreciated by investors, as soon as some of WineLab’s 
peers becoming publicly traded, we think. 
 
 

Figure 3: Russian Top-5 specialized alcohol retailers 

  
Revenue 2020, 

RUBbn y/y Market share # stores YE20 

Krasnoye & Beloye (Red & White) 490.5 +26% 48.9% 8,800 

Bristol 136.4 +25% 13.6% 2,500 

WineLab 25.3 +46% 2.5% 640 

Dilan 20.2 +14% 2.0% n.a. 

Aromatny Mir 18.5 +7% 1.8% 555 
 

Source: InfoLine 

 
 

   Figure 4: WineLab store base  Figure 5: Beluga’s brand share in WineLab sales 
by category (2020) 

 

 

 
  Source: company data, Alfa-Bank    Source: company data 
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   Figure 6: WineLab revenue development  Figure 7: WineLab EBITDA development 

 

 

 
  Source: company data, Alfa-Bank    Source: company data 

 
 
Growth opportunities in lucrative vodka exports. BELUGA GROUP exports 
vodka to ~100 countries, although its contribution to the group’s total sales is not 
significant at the moment (2% of physical volumes and 4% in total net revenue, on 
our estimates). At the same time, the export business is an important margin driver 
(~70% gross margin, according to the company), with the flagship super-premium 
vodka brand Beluga at the core of the Group’s export business. On our estimates, 
the export business contributes >10% to BELUGA GROUP’s annual EBITDA with 
EBITDA margin in the area of 25-30%. The company sees an opportunity to raise 
its export shipments going forward with significant efforts concentrated on the US 
market (#2 by vodka consumption in the world), where the company currently has a 
low single-digit market share (vs a 20-30% market share currently in some countries 
such as Germany, Italy, Israel, etc.). We also note a ~50% drop in global duty-free 
sales during 2020 (where Beluga holds a #2 position globally), which also points to 
recovery.  
 
 

   Figure 8: 2020 shipments by product  Figure 9: Beluga brand exports regional 
structure, 2020 

 

 

 
  Source: company data    Source: company data 
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   Figure 10: Gross revenue per dcl by products, 
RUBk, 2020 

 Figure 11: Gross margin by segments 

 

 

 
  Source: company data    Source: company data 

  
 
The Beluga brand is valuable. We have collected data on several brand 
acquisition deals globally. Based on that, we conclude that the Beluga brand’s value 
(#3 super-premium vodka globally) could be in a range of at least ~$400-700mn, 
equating to 85-150% of BELUGA GROUP’s current equity value.  
 

Figure 12: Spirits brands purchases globally 

Parties (Purchaser – Target) Year 
Price, 
$bn 

Sales, mn 
9L cases 

Bacardi – Grey Goose (super-premium vodka) 2004 2 1.4 

Pernod Richard  – Absolut (premium vodka) 2008 8.3 10.7 

Diageo and Don Julio / Jose Cuervo – Bushmills (whiskey) 2013 0.408 0.8 

Suntory – Beam Inc (gin) 2014 16 37 

Diageo – Casamigos (tequila) 2017 1.0 170k bottles 

Bacardi – Patron (tequila) 2018 5.1 2.5 

Beluga Group (super-premium vodka)  0.4-0.7 ~0.5 
 

Source: The Spirits Business, Chief Marketer, abcnews, Diageo, Alfa-Bank 

Potential to double revenues and improve margins by 2024, not priced-in. The 
company’s strategy targets to double the revenues from 2020 to ~RUB130bn net 
revenues in 2024, with the EBITDA margin expected to improve by 2-3pp vs the 
2020 levels of 14.5% (we are slightly more conservative here with 15.8% EBITDA 
margin estimate in 2024F). The main drivers are 1) retail chain development 
(generating >45% of net revenues by 2024 vs 34% in 2020, on our estimates) with 
e-commerce expansion; 2) growth in high-margin export sales volumes and their 
share in revenues; 3) import business expansion, including broadening the 
assortment via exclusive import contracts. There is an additional upside to margins 
from vertical integration into ethanol (with the purchase of Chugunovsky ethanol 
plant in 2021) – suggesting ~15% economies on ethanol costs on ~20% of BELUGA 
GROUP’s vodka and LVI production (with an existing capacity of 1mn dcl of 
ethanol). The company does not seem to be concerned about potential taxes hikes 
– indeed, it is predictable (with 3-4% annual indexation) and passed on to 
consumers (the company raises prices on its products by 5-6% annually). With 
~RUB3bn of annual capex requirements, we see the company remaining FCF-
positive with a comfortable debt load (~1x net debt / EBITDA in 2021-24F). Thus, 
we see scope for the company to continue paying out 50% of net income (vs 25% 
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minimum payout stated in the policy), which adds to its investment attractiveness 
(6-11% yield in 2021-24F).  
 
 

Figure 13: BELUGA GROUP strategic development targets 
Metric 2020 2024 target 

Operating metrics   

# of WineLab stores 645 
2,500 with a focus on Moscow  

and St-Pete 
Share of retail in total revenue (incl. 
intersegment revenue) 

34% 45% 

E-commerce share in retail revenue 3% 10-15% 

Share of non-vodka products incl. vodka export 
sales in P&D sales volumes 

34% 45% 

Share of export in P&D segment 9% 13% 

Financial metrics   

Net revenue RUB63bn RUB130bn 

4Y net revenue CAGR 15% 20% 

EBITDA margin 14.5% +2-3pp 

Net debt / EBITDA 1.7x below 1.0x 

ROIC 15% 25% 

Dividends  at least 25% of NI 

Source: company data 

 

   Figure 14: Shipment development, mn dcl  Figure 15: Gross revenue per dcl, RUBk 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 
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   Figure 16: Net revenue development, RUBbn  Figure 17: EBITDA development, RUBbn 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 

 

   Figure 18: Capex development, RUBbn  Figure 19: Net debt development, RUBbn 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 

 

   Figure 20: FCF development, RUBbn  Figure 21: Dividend payment forecast, RUBbn 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 
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Valuation 
 

Following ~100% rally YTD, the stock still trades at 4.2x EV/EBITDA 2021F, 
suggesting a 80% discount to global spirits producers, a 48% discount to Rusagro, 
and a 27% discount to the median of Russian consumer names.  

 

Figure 22: BELU RX share price performance, LTM 

 
Source: Bloomberg 

 

Figure 23: BELUGA GROUP peers trading multiples  

 Mcap, 
$mn 

2021E 
EV/ 

Sales 
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EV/ 

Sales 
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E PE 

Sales 
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avg. 
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2020 Net 
debt/ 

EBITDA 

BELUGA GROUP 475 0.6 0.5 0.5 4.2 3.7 3.1 9.0 8.0 6.2 21% 15% 6% 1.7 

ROS AGRO 1,932 1.3 1.2 1.1 8.2 7.8 7.5 11.9 12.4 12.7 8% 15% 4% 2.1 

X 5 RETAIL GROUP 8,658 0.4 0.4 0.4 5.6 5.1 4.9 14.1 11.8 10.7 11% 12% 9% 3.2 

MAGNIT 7,101 0.4 0.4 0.4 6.0 5.5 5.1 12.7 11.1 9.5 9% 12% 9% 2.7 

DIAGEO 110,348 7.5 7.2 6.8 22.3 20.6 19.1 29.5 26.9 24.7 6% 35% 0% 3.4 

PERNOD RICARD 55,975 6.4 5.9 5.5 20.7 18.9 17.2 30.9 27.5 24.8 7% 31% 2% 3.3 

REMY COINTREAU 10,572 9.2 7.9 7.4 35.0 30.8 27.2 63.6 54.2 46.4 12% 26% 1% 1.2 

DAVIDE CAMPARI-MILANO 15,059 7.1 6.6 6.2 28.5 25.1 23.0 47.1 40.1 35.8 7% 26% 1% 2.5 

CONSTELLATION BRANDS 43,090 6.3 6.2 5.8 17.0 16.6 15.0 22.6 22.3 19.3 4% 38% 1% 1.3 

STOCK SPIRITS GROUP 692 1.9 1.8 1.7 8.8 8.3 7.9 14.2 12.7 12.0 4% 21% 0% 1.2 

Median Russian companies  0.4 0.4 0.4 6.0 5.5 5.1 12.7 11.8 10.7 9% 7% 9% 2.7 

Beluga discount/premium to 

median 
 47% 40% 32% -30% -32% -38% -29% -32% -42% 12.4pp 7.4pp -3.0pp -37% 

Median global alcohol 
companies 

 6.7 6.4 6.0 21.5 19.7 18.2 30.2 27.2 24.7 6% 29% 1% 1.9 

Beluga discount/premium to 
median 

 -91% -92% -92% -81% -81% -83% -70% -70% -75% 14.9pp -14.2pp 4.9pp -10% 

Source: Bloomberg, Alfa-Bank 

 

To value BELUGA GROUP, we use DCF @ 17.6% WACC and 4% TGR for the 
2021-25F forecasting period, which reflects the potential of business growth and 
profitability improvement during the period of the 2021-24F strategy execution. To 
be on the conservative side and account for the industry- and company-specific 
risks in our valuation, we run three scenarios for business development during the 
forecast period (considering the business performance during the previous decade). 

Scenario 1 – Base Case: Here we assume the successful execution of the 2021-
24F strategy with the WineLab store rollout in line with the company’s plan (2,500 
stores by 2024) and coinciding with the growth of imported wine and other spirit 
brands volumes, as well as expanding export sales. 

Scenario 2 – “Business as is”: In this scenario, we model no growth in sales 
volumes beyond 2021 with the WineLab chain remaining near the current level of 
700 stores (as of 1 July 2021). 

0

1000

2000

3000

4000

5000

6000

7000

Jul-20 Sep-20 Nov-20 Jan-21 Mar-21 May-21 Jul-21



Equity Market 
 

 

BELUGA GROUP (O/W): Initiation of Coverage 
A unique opportunity on the spirits market 

11 

Scenario 3 – Adverse: This scenario tracks the 2014-2015 path, which was 
impacted by a 25% pick up in excise rates and a consumer purchasing power crisis 
with subsequent alcohol consumption rechanneled to the grey market.  

Our 12M fwd target price for BELUGA GROUP of RUB4,999 reflects the 
weighted average of the stock’s fair value estimated under the scenarios 
described above. This suggests 99% upside potential and encourages us to 
assign an OVERWEIGHT rating on the name. With current stock levels pricing 
in the realization of an adverse scenario, we see the risk-reward balance 
compelling.  

 

Figure 24: BELUGA GROUP TP calculation  

TP calculation Unit Base case 
"Business 

as is" 
Adverse 

DCF Valuation         

WACC   17.6% 

TGR  4% 

2021-25F volumes CAGR  6% 1% -4% 

2021-25F net revenue CAGR  18% 5% 7% 

2021-25F EBITDA CAGR  21% 3% -1% 

2021-25F avg. EBITDA margin  15.2% 13.6% 11.3% 

2021-25F avg. ROIC  21% 17% 15% 
Terminal (2025F) EBITDA 
margin  16.2% 13.2% 9.9% 

Target EV RUBbn 97 49 40 

(-) net debt 2021F RUBbn (11) (9) (9) 

Target Mcap RUBbn 86 40 31 

# of shares outstanding mn 13.9 13.9 13.9 

DCF-derived 1Y fwd TP RUB 6,910 3,236 2,501 

Current price RUB 2,511 2,511 2,511 

Upside potential   175% 29% 0% 

Weights   50% 40% 10% 

Weighted avg. 1Y fwd TP RUB   4,999   

Current price RUB  2,511  
Upside potential    99%  
Rating    O/W  
Multiples at TP   2021F 2022F 2023F 

EV/Net revenue   1.1x 0.9x 0.8x 

EV/EBITDA   7.3x 6.3x 5.2x 

EV/IC   2.0x 1.8x 1.7x 

P/E  20.9x 19.4x 15.6x 

Source: Bloomberg, Alfa-Bank 
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Figure 25: BELUGA GROUP stock risk-reward (RUB/sh) 

 

Source: Bloomberg, Alfa-Bank 

 

At our 12M TP, BELU RX would trade at 7.3x EV/EBITDA 2021F, which still 
suggests a 66% discount to global spirits producers and 11% discount to Rusagro, 
though generating almost 3x faster revenue CAGR over the next three years 
according to our model. The 26% premium to grocery retailers is justified by 
BELUGA GROUP’s growth, profitability, and returns profile, underpinned by a 
combination of production and distribution facilities and its retail development.  
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Risks 

Excise tax hikes. Vodka production is already heavily taxed in Russia – we 
estimate that the company gives up ~45% of gross revenues from vodka sales (on 
the domestic market) as an excise payment to the state. We estimate each 5% 
vodka excise rate (per dcl of ethanol) erodes c.12% of annual EBITDA, all else equal 
(if not passed on to consumers). At the same time, that does not seem a concern 
for BELUGA GROUP and other market participants currently. The state policy 
appears rather predictable with 3-4% annual excise rates indexation currently 
approved. Wine production is not that heavily taxed at the moment (yet), and our 
impression is that the state is supportive of wine producers currently. 

Restrictive regulatory initiatives or changing consumption patterns may put 
pressure on alcohol beverage sales. A limitation of alcohol sales per person might 
be considered as an example of unfavorable regulatory interference (though we 
note alcohol consumption per capita has dropped materially in Russia recently, 
currently in line with developed markets). Consumers appear to be shifting to 
healthier lifestyles (less alcohol consumption) – hence, for now, there is a trend on 
premiumization (less but better) and BELUGA GROUP is well equipped for that, we 
believe.  

Competition risk, stemming from marketing and pricing activity of other spirits 
producers and distributors, leading to lower market share or lower profitability by 
BELUGA GROUP. 

FX risk. A sharp devaluation of the ruble against foreign currencies would lift costs 
of imported materials, implying a negative risk for margins. Still, so far, the company 
has managed to increase the price of its products to reflect the growth of excise 
duties and input costs. Moreover, we believe the company’s export sales (which are 
high margin) provide a natural hedge against FX risk.  

Losing the export opportunity. In case the company for some reason loses the 
opportunity to export vodka, it might not be able to redistribute those volumes onto 
the Russian market. The company’s flagship super-premium vodka brand Beluga is 
a core export. At the same time, we note that the Russian premium vodka market is 
quite narrow and Beluga vodka already holds the #1 position there with a 71% 
market share.  

Customer concentration risk. According to the company’s 2020 IFRS report, the 
top-5 customers of BELUGA GROUP generated 26% of the Group’s revenue. We 
note that the concentration level has been growing steadily from 8% in 2016. In case 
the company fails to prolong the relationship with any of those clients, that might 
negatively affect BELUGA GROUP’s financials. At the same time, we believe that 
risk is mitigated by the Group’s leadership positions on the market.  

Execution risk. The company might lag on its plans for WineLab store openings or 
store performances might be weaker than expected. Labor availability and the 
speed of getting alcohol licenses might create bottlenecks.  

Low stock liquidity. We note that improvement on the liquidity front recently – the 
ADTV in the name is currently $1-2mn. Still, that is not enough to protect the stock 
from abnormal volatility. At the same time, we note the recent 12.7% treasury share 
placement doubles the free float, bringing it to ~26% 

Shares overhang. Following the recent SPO, the company retains ~12% of equity 
as a treasury stake, which might be offered to the market on a 1-2 years horizon. 
The key shareholders are under lock-up for 180 days post-recent SPO.  
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Market 

Global alcohol market 

The global alcohol consists mainly of the following categories: beer (the most-
consumed alcoholic beverage by volume, typically has an alcohol content of around 
5%); spirits (whisky, vodka, rum, gin, brandy as well as liqueurs & other spirits; 
alcohol content ranges from 20 vol% to 50 vol%); wine; cider, perry and rice wine; 
ready-to-drink (RTD) category (hard seltzers, flavored alcohol beverages and pre-
mixed cocktails). 

According to Statista, the global alcoholic drinks market grew at 3.8% CAGR in 
2014-19 and slightly decreased y/y in 2020 reaching $1.5tn, being largely affected 
by the Covid pandemic. Statista expects the market to grow 3.6% y/y in 2021 and 
reach $1.6tn, suggesting 10% growth p.a. going forward (CAGR for 2021-25). 2021 
revenue per person is expected to be at the $205.9 level. The market is likely to 
grow on the increasing demand for quality alcoholic beverages caused by an 
improved wealth of population. The market’s largest segment is beer (39%) and the 
most revenue is generated in China (20%).  

According to IWSR, total beverage alcohol volume decreased by 6.2% globally in 
2020, negatively impacted by the almost complete shutdown of bars and restaurants 
around the world. IWSR anticipates the global alcohol market to grow in volume by 
+2.9% by the end of 2021. By 2023, IWSR expects total alcohol consumption to
return to pre-Covid levels, and then continue to grow to 2025. Recovery is expected
to be supported by: 1) the momentum of e-commerce and RTDs, 2) increasing
sophistication of the at-home occasion in many markets, 3) premiumization, 4)
wellness trend, 5) need for convenience in product formats. Thus, the two fastest-
growing categories, according to IWSR forecasts, are no-alcohol spirits and RTDs.

Figure 26: The global alcohol market, $bn Figure 27: Top-10 countries by alcoholic drinks 
market revenue, 2018 

  Source: Statista   Source: Statista 

Figure 28: Alcohol recovery trends and 2021-25E volume CAGR by category 

Category 
2021-25 global 
volume CAGR 

2020 results and ongoing trends 

Beer 1.2% 

Most exposed category during the lockdown, which lost -7.1% volume globally in 
2020. However, beer volume is forecasted to grow by +2.5% in 2021. Except for 
the US (where RTD competition is high) all of the top-10 global beer markets are 
projected to show growth by volume  

Wine 0.4% 
Wine was chosen as a go-to drink at home during the pandemic. Consumers in 
markets such as the UK, Australia, Brazil, Canada, the US have lifted wine to 
the expected volume growth of 1.7% y/y in 2021 

Spirits 0.8% 
Premium-and-above wine & spirits volume growth (+25.6% volume change 2020 
2025) is expected to outpace that of standard-and-below wine & spirits (+0.8%) 
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RTDs 10.2% 

RTDs posted double-digit global growth in 2020, resonating with consumers 
across all demographics, and driven by the trend for convenience, refreshment, 
and flavour. IWSR projects that RTD volume will increase by +26.6% in 2021, 
and +10.2% CAGR from 2021-2025, driven primarily by growth in the US and 
Japan, as well as Australia, Canada, and China. In the US, where the hard 
seltzer sub-category of RTDs grew by +130% in 2020, RTD volume is already 
larger than the total spirits category, and by the end of this year, RTD volume 
consumption there should be larger than that of wine 

Tequila 
4.7% (agava-based 

spirits) 

The global tequila category grew by +9.6% in 2020, driven especially by gains in 
the US (the world’s largest tequila market) where tequila is now the third-largest 
spirits category in the country (behind vodka and whisky) 

Whisky na 
Global whisky experienced a -10.7% volume decline in 2020, but the category is 
forecasted to rebound in 2021 and continue on its growth path, bolstered by the 
US and India 

Gin 4.5% 
Gin growth is expected to be driven notably by Brazil, South Africa, and Russia, 
and also by brands priced premium-and-above (with this segment projected to 
grow +11.4% CAGR 2021-2025) 

Vodka 0.8% 

Global vodka volume was flat last year and is expected to remain so in 2021 
(+0.6% y/y). In Russia, the top global market for vodka, consumers are trading 
down from premium vodka as a result of the impact of Covid-19, however, in the 
US (the second-largest market for the category), vodka is projected to grow 

Source: IWSR 

According to the World Bank statistics, consumption per capita is higher in 
developed countries and is above the world’s average of c.6 liters per capita (stable 
in 2010-18). Russia is among the countries with the highest consumption, while we 
note that it has materially decreased by 29% to 11.2 liters per capita in 2018 
compared to 2010.  

Figure 29: Global alcohol market by category (in 
USDbn), 2019 

 Figure 30: Total alcohol consumption per capita, 
liters of pure alcohol 

  Source: Statista   Source: World Bank 

Vodka is one of the most popular spirits across the world, just behind whisky. 
According to IWSR data, Russia and the US are the key markets for vodka 
consumption. 
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   Figure 31: Global sales of spirits, mn 9L cases, 
2019 

 Figure 32: Top-5 countries by vodka 
consumption, mn 9L cases, 2019 

 

 

 
  Source: IWSR    Source: IWSR 

 

Global alcohol market trends 

1. Sales going online 

The importance of e-commerce sales of alcohol has increased recently 
being supported by Covid-19 lockdowns and the subsequent rise of at-
home drinking occasions. According to IWSR data, in 2020 the value of the 
e-commerce market in the 10 core countries (Australia, Brazil, China, 
France, Germany, Italy, Japan, Spain, the UK, and the US) grew 40% y/y 
and the trend continued in 2021. By 2024, the value of the e-commerce 
channel in the ten core countries is expected to surpass USD40bn, thus, 
more than doubling from 2019. Local government regulations for alcohol e-
commerce are likely to evolve. While to date China has been the world’s 
largest online alcohol drinks market, the US is expected to overtake China 
by the end of 2021 being driven by pandemic (in 2020 44% of the US e-
shoppers started buying alcohol online vs. 19% in 2019 and 10% in China). 
Market participants note more premium product mix in e-commerce vs in 
brick-and-mortar stores. 

2. Three price trends: drinking ‘less-but-better’, drinking tried and 
trusted, and downtrading 

- Premiumization trends mainly in developed markets, where budgets 
from social activities and holidays moved to drinking ‘less-but-better’ at 
home and enjoying everyday treats. IWSR forecasts the sales of 
prestige spirits (which cost more than $100 a bottle) to grow by more 
than two-fifths to 2024, about four times faster than standard brands 
and almost twice the growth of premium bottles; 

- Return to well-known brands and avoidance of high-level shopping and 
experiments as consumers are less inclined to browse in shop aisles 
due to social distance restrictions; 

- Democratization or downtrading in countries economically hit by Covid-
19. 

3. Evolution of ready-to-drink (RTD) category. These products are growing 
in popularity as consumers look for easy-drinkable, refreshing, lower-ABV 
options with interesting flavors. According to IWSR, between 2019 and 
2020, there were invented 2,000 new RTD products in the 10 core markets.  

4. Health and moderation 
- Given the lockdowns, consumers started to search for sophisticated 

alternatives to traditional non-alcoholic options like soft drinks, thus, 
boosting the sales of no- and low-alcohol beverages.  
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- Awareness around health and wellbeing has increased with a 
significant proportion of consumers of over-40s turning to the no- and 
low-alcohol beverages to reduce their alcohol intake. 

 

   Figure 33: Total alcohol volume by channel (10 
core markets) 2019-24 

 Figure 34: No- and low-alcohol volume 2020-24 
CAGR 

 

 

 

  Source: IWSR    Source: IWSR 
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Russian alcohol market 

According to Rosstat, alcoholic beverages, retail sales in Russia grew at 3.4% in 
2017-20 CAGR and reached 214.3mn dcl in 2020. Wine lost some ground 
apparently in favor of spirits other than vodka, but still occupies a c.50% share, while 
vodka has steadily had a 34% share in recent years.  
 

   Figure 35: Alcoholic beverages retail sales in 
Russia 

 Figure 36: Alcoholic beverages retail sales in 
Russia by category 

 

 

 
  Source: Rosstat    Source: Rosstat 

According to NielsenIQ, alcohol sales in Russia in 2020 grew by 5.8% y/y in 
monetary terms and by 4.3% y/y in volumes. At the same time, 2020 sales of alcohol 
in stores accelerated to 6.1% y/y (from 4.2% y/y a year ago) in monetary terms. For 
comparison, growth in food sales slowed down to 3.5% y/y (-0.8 pp) and in non-food 
categories, the decline was 3% y/y against the growth of 2.2% in 2019. This trend 
is confirmed by Federal Alcohol Market Regulation (RAR) stats, which take into 
account the sale of alcohol both in stores and in public catering. 

In 2020, sales of gin (which has accelerated globally) showed rapid growth of 57.1% 
y/y (+30pp), followed by rum (21.6% y/y, +15pp) and whiskey (19.2% y/y) due to an 
increase in supply and marketing activity in these categories, as well as higher 
consumption of homemade cocktails using these drinks during the lockdown. 

Alcohol consumption per capita in Russia has decreased by almost half to 9.4 liters 
per year since 2008, which is in line with consumption in developed countries. At 
the same time, according to data from the Center for Research on Federal and 
Regional Alcohol Markets (CIFRRA), the consumption of vodka in Russia at the end 
of 2020 amounted to 4.9 liters per capita, which is 2% higher y/y. The top five 
regions in terms of vodka consumption do not change from year to year: Sakhalin 
(12.4l), Magadan region (11.6l), Komi Republic (11.2l), Karelia (9.8l), and Chukotka 
(9.4l). 
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Figure 37: Alcohol sales growth in Russia in 2020 
by category (in money terms) 

 Figure 38: Alcohol consumption per capita, liters 

  Source: NielsenIQ   Source: Minzdrav 

Average alcoholic beverage prices have grown across all the key categories over 
the past decade, with vodka prices showing the solid 11% CAGR (2.5% y/y in 2020), 
driven by minimum price indexation and excise duties. 

Figure 39: Average alcoholic beverages price, 
RUB/l 

 Figure 40: Russian spirits and wine market 
dynamics in volume terms 

  Source: Rosstat   Source: Rosstat 

Russian alcohol market trends 

1. Continuous shift towards wine consumption

The share of wine in the total Russian wine and spirits market increased
from 39% in 2012 to 49% in 2020.

2. Increasing consumption of Russian wine

The Russian wine market volume has almost doubled since 2004. At the
same time, a significant volume of imports was replaced by Russian
manufacturers: imports fell from 64% to 46%.
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Figure 41: Russian wine market, mn 9L cases 

Source: company data 

3. Premiumization (i.e. purchase of rum, gin, champagne) – this trend
commenced in 2020, as during the lockdown and border closures people
could not visit restaurants or other countries and were forced to organize
their leisure time at home.

4. Decrease of promo share in alcohol sales

During the pandemic, the share of promo declined in almost all alcohol
categories. The exceptions were gin (its share increased slightly) and
liqueurs (the share remained unchanged). This trend is largely driven by the
shift of producers and retailers to everyday low price (EDLP) strategy amid
the declining consumers’ incomes.

Figure 42: Change in promo share in alcohol during pandemic (Mar’20-Feb’21) 

Beer Brandy 
Sparkling 

wine 
Whisky Rum Vodka 

By volume 47% 36% 50% 45% 49% 30% 

y/y chg, pp -7pp -10pp -3pp -9pp -8pp -8pp

By price index: 

Premium 53% 45% 55% 47% 50% 55% 

Middle 56% 20% 45% 38% 37% 28% 

Economy 25% 35% 50% 29% 27% - 

Source: Nielsen 

Regulation 

Minimum pricing levels 

The Russian Ministry of Finance has been setting minimum alcohol prices regularly 
since 2009 in order to fight against counterfeit on the market. These prices were 
generally indexed to the inflation rate and also took into account the rise in alcohol 
prices under the influence of higher excise taxes. Thus, on average the minimum 
retail prices grew by 10-9-7% p.a. for vodka, cognac/ brandy, rum, and whisky in 
the past 10 years. The recent price hike came into effect from 1 January 2021 (with 
a minimum retail price of 0.5l at RUB243-446-324 for vodka, cognac/brandy, rum, 
and whisky. 

Excise duties 

Alcoholic drinks are also subject to excise duty in Russia, which is set to control the 
alcohol consumption by Russians. Historically, the excise rates were exposed to 
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above-inflation hikes in some years (+25% for sprits with an alcohol content of >7-
9% in 2014, +100-38% for wine and sparkling wine in 2017).  As for now, the 
situation has stabilized and the current roadmap on excise taxes suggests c.4-5% 
indexation each year at least up to 2024. Moreover, the alcohol consumption per 
capita in Russia appears to be in line with developed markets. Thus, we expect a 
continuation of current government policy in the medium-term without substantial 
excise hikes in the industry. 

Figure 43: Minimum price levels for 0.5l by 
category 

 Figure 44: Excise duties on 1 liter of spirit (spirits 
with alcohol >7-9%), RUB 

  Source: Ministry of Finance   Source: Consultant, ac.gov.ru 

Figure 45: Excise duties on 1 liter of wine, RUB Figure 46: Excise duties on 1 liter of sparkling 
wine, RUB 

  Source: Consultant, ac.gov.ru   Source: Consultant, ac.gov.ru 

EGAIS against grey market 

According to research from Skolkovo in 2019, the grey alcohol market size 
amounted to 30-40% of total volumes. The grey market is dominated by spirits, 
which is due to the higher profitability of production as a result of the low cost of raw 
materials. A campaign to reduce the illegal alcohol share in licensed points of sale 
close to zero was supported by the launch of EGAIS - a unified state automated 
information system designed for state control over the volume of production and 
circulation of ethanol and alcohol-containing products. According to market experts, 
the sale of illegal alcohol in illegal points of sale is declining or stagnating. Thus, 
given the assumption of stable/predictable minimum pricing levels and excise 
duties, we may expect the continuation of this trend going forward, resulting in 
easing pressure on legal alcohol producers from this side. 
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Company overview 

 
Key facts: 

History and overview. The Company was established in 1999 by Alexander 
Mechetin. BELUGA GROUP has grown from a food producer to the largest alcohol 
company in Russia, being a leading producer, one of the key spirits importers, as 
well as a specialized alcohol retailer. BELUGA GROUP held its IPO in 2007. 

Shareholders: Mechetin (58%), management (5%), quasi-treasury shares (11%) 
and free float (26%). 

Business model. BELUGA GROUP operates the following businesses:  

1) Alcohol production with facilities across Russia, including one ethanol plant, 
five bottling plants, and one winery with 20mn+ dcl of capacity. The company 
works with over 200k retail outlets in terms of distribution. BELUGA GROUP 
exports its production to 100+ countries. 

2) Retail chain - WineLab: ~700 outlets located in Moscow, St. Petersburg, and 
the Far East. 

3) Import operations: BELUGA GROUP is one of the top three importers of spirits 
and wine in Russia, cooperating with 50 suppliers from 18 countries. The 
company’s import portfolio consists of over 100 brands. 

2020 market share (by production volume) in Russia: 

- 17.7% in vodka and flavored liquors (#1, excl. products sold at price floor);  
- 18.7% in flavored liquors (#1); 
- 11.7% in brandy (#2); 
- 41.9% in whiskey (#1). 

Business scale. Beluga sold 15.6mn dcl of alcoholic drinks in 2020 (+11% y/y) and 
generated net revenue of RUB63.3bn in 2020 (up 23% y/y).   

Profitability. The company operated at a 14.5% EBITDA margin in 2020 (under 
IFRS 16). 

Dividends. In September 2020, the Board of Directors approved a new dividend 
policy, which suggests dividend payments of at least 25% of net income at least 
twice a year. Historically, the company paid out 30-50% of net income 
(corresponding to RUB32-100/share) in 2019-20. 
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Business description 
 
Historically BELUGA GROUP was mainly a vodka producing company: local sales 
of vodka amounted to 80% of the company’s production and distribution segment 
net revenue in 2011. Considering the changing consumer preferences, Beluga has 
diversified its product range: the current brand portfolio consists of >45 own-brand 
vodka, wine, brown spirits, and others, as well as >110 imported wine and other 
spirits brands. The share of wine in total imported alcohol sales amounted to 59% 
in 2020 (in volume terms), thus, increasing the company’s footprint on the fast-
growing wine market in Russia. Thus, local sales of vodka decreased to 40% of the 
company’s production and distribution segment net revenue in 2020 from 80% in 
2011. 

BELUGA GROUP’s production division includes:  

1) Five spirits production facilities with a capacity of >20mn 9L cases (currently 
70% utilized);  

2) The Golubitskoye Estate vineyard (acquired in 2018, 2.5mn bottles annual 
capacity); and  

3) A proprietary ethanol plant (acquired in 2021) with 1mn dcl annual capacity 
(sufficient to cover ~20% of the group’s Vodka and LVI production).  

Facilities are located in the Central, Far East, North West, Privolzhsky, and Siberian 
federal districts, and also the Krasnodar region. The production facilities have a total 
capacity of over 20mn 9L cases. The company’s logistics system consists of 
warehouses at the production facilities, regional warehouses, and a large 
warehouse complex in the Moscow region with a total area of over 100k sqm. 
BELUGA GROUP works with more than 200,000 retail outlets. The WineLab retail 
chain currently operates 700 outlets located in Moscow, St. Petersburg, and the Far 
East. 

Figure 47: BELUGA GROUP geographical presence 

 

Source: company data as of 31 December 2020 
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Diversified brand portfolio  
 
BELUGA GROUP has a diversified brand portfolio, including 110+ imported and 
45+ own brands, across all product categories (vodka, wine, whisky, rum, cognac, 
and other) in all price segments (super-premium, premium/sub-premium, middle 
and mainstream).  
 
Vodka. Vodka contributed 68% to BELUGA GROUP’s sales volumes, we estimate. 
The company’s flagship and highest-margin vodka, Beluga, is a globally recognized 
brand. It forms the core of the company’s export sales ranked #2 vodka brand in 
global duty-free as well as the #3 super-premium vodka brand globally, the #1 
super-premium vodka in Russia with a 71% market share in the segment. The 
annual sales volume is estimated at ~0.5mn 9L cases, according to the company. 
In 2016-19, Beluga vodka outpaced its global super-premium competitors, growing 
with 33% CAGR (vs 5-8% by Grey Goose, Belvedere and Ciroc). Among other 
products, three vodka brands are included in Drinks International’s The Millionaires’ 
Club ranking of the World’s top-30 vodkas: Belenkaya (World #9, 3.9mn 9L cases 
sold in 2020); Arkhangelskaya (World #15, 3mn 9L cases sold in 2020) and Tsar 
(World #27, 1.7mn 9L cases sold in 2020). Belenkaya and Arkhangelskaya are 
outgrowing the market over the past two years (respectively, 14% and 94% on 2018-
20 CAGR) and management sees scope for further market share gains. Overall, the 
vodkas described above generate ~80% of annual vodka sales, we estimate, while 
the rest is generated by such brands as Myagkov, Russian Ice, Snow Owl, Copper 
Horse, Parka, and Siberia Orthodox.  
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Figure 48: BELUGA GROUP’s three vodka brands among the World’s top-30 

 
Source: Drinks International 

 
 
Wine. Wine (both imported and own brands) generated ~9% of BELUGA GROUP’s 
sales volume in 2020. Back in 2018, BELUGA GROUP purchased the Golubitskoye 
Estate winery (Golubitskoye Estate wine and Tete de Cheval sparkling wine 
brands). That includes a winemaking facility, 241 ha of fertile vineyards, and 900ha 
of land ready for grape planting. 1.2mn bottles were sold in 2020, and that amount 
could be easily doubled, according to the management, based on existing capacity 
and demand. Apart from that, BELUGA GROUP distributes in Russia 78 imported 
wine brands, including Familia Torres, Faustino, Mateus, Montelvini, Masi, Billecart 
Salmon, etc. Overall, we believe there is a further growth opportunity for the Group, 
as 1) the wine market is expected to increase 10% by 2024F from 2020 levels, while 
2) Beluga grows its wine offering from a low base, currently having a 2% wine 
market share (we estimate) vs ~10-40% market share in other alco products.  
 
Other spirits. The remaining 23% of BELUGA GROUP’s sales volumes correspond 
to other spirits, including whisky, cognac, brandy, gin, rum, tequila, etc. The 
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dominant share of BELUGA GROUP’s imported portfolio is occupied by brands from 
William Grant & Sons’ portfolio (exclusively distributed by BELUGA GROUP in 
Russia) – whisky Glenfiddich, The Balvenie, Monkey Shoulder, Grant’s, Tullamore 
D.E.W.; as well as Ron Barcelo rum; Camus cognac etc. The group is also exposed 
to the fast-growing gin market via Green Baboon gin (own brand) and Hendrick’s 
(partner’s brand, also from William Grant & Sons portfolio). Overall, the group 
targets increasing its share of non-vodka products in sales volumes and production 
& distribution net revenues by c.10pp by 2024F vs 2020. 

Figure 49: Own brands portfolio 

 
Source: company data 

 

Figure 50: Imported brands portfolio 

 
Source: company data 
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Leadership positions in Russia and high ranking globally: 

In Russia 

- #1 distilled spirits producer (17.7% market share in 2020 by volume; #1 
premium vodka brand in Russia) 

- #1 flavored spirits producer (18.7% market share in 2020 by volume) 
- #1 whiskey producer (41.9% market share in 2020 by volume) 
- #1 independent importer 
- #2 brandy producer (11.7% market share in 2020 by volume) 

Globally 

- #4 vodka producer 
- #2 in duty-free super-premium vodka segment  
- #3 brand among bestselling vodka brands 
- #9 spirits companies  

 

   Figure 51: Production and distribution segment 
net revenue development 

 Figure 52: Group’s imported wine sales, ‘000 9L 
cases 

 

 

 
  Source: company data    Source: company data 

 

Export operations: small but lucrative 
 
Globally recognized brand, but low share in total BELUGA GROUP sales 
volumes... Beluga vodka is the core of the group’s export business: it is a world-
known brand, ranked #2 in global duty-free as well as the #3 super-premium vodka 
brand globally. BELUGA GROUP exports its vodka to ~100 countries, with export 
destinations relatively evenly distributed among the regions: Europe (28%), Middle-
East and Africa (28%), US (14%), and CIS (9%). However, the contribution of vodka 
exports to total sales is not significant at the moment, accounting for 2% of physical 
volumes and 4% of total net revenue, on our estimates. 

… while export profitability is very lucrative. At the same time, the export 
business is an important margin driver at ~70% of the gross margin, according to 
the company, which is significantly above other business lines (45% of own 
production domestic sales, 25% of imports, and 29% of retail). On our estimates, 
the export business contributes more than 10% to BELUGA GROUP’s annual 
EBITDA with EBITDA margin in the area of 25-30%.  

Potential to step up exports. The company sees an opportunity to raise its export 
shipments going forward with significant efforts being concentrated on the US 
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market (#2 by vodka consumption globally), where the company currently has a low 
single-digit market share (vs 20-30% market share in some countries, such as 
Germany, Italy, Israel, etc.). We also note a significant drop in global duty-free sales 
during 2020 (~50% area, according to global market participants), where Beluga is 
the #2 brand. That is going to be a meaningful point of volumes recovery in the 
coming years, we think. With that, the company targets revenue from vodka exports 
to grow 2.4x from the 2020 level to c.RUB6.5bn by 2024 (our estimate is more 
conservative at RUB6.2bn).  
 
 

   Figure 53: 2020 shipments by product  Figure 54: Beluga brand exports regional 
structure, 2020 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 

 
 

   Figure 55: Gross revenue per dcl by product, 
2020, RUB ‘000 

 Figure 56: Gross margin by segments 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 
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Flagship Beluga brand has very strong positions globally: 

- #1 premium vodka brand in the CIS 
- #1 super-premium vodka in Eastern Europe and the Baltics 
- #2 duty-free vodka brand globally 
- #3 super-premium vodka brand globally 

 
 

   Figure 57: Market shares of top-premium vodka 
brands in Russia by volumes, 2019 

 Figure 58: Market shares of top-5 ultra-premium 
vodka brands globally 

 

 

 
  Source: company data, ISWR    Source: company data, ISWR 

 
The Beluga brand is valuable. We have collected data on several brand 
acquisition deals globally. Based on that, we conclude that the Beluga brand value 
might be in a range of at least ~$400-700mn, corresponding to 85-150% of BELUGA 
GROUP’s current equity value. 

Figure 59: Spirits brands purchases globally 

Parties (Purchaser – Target) Year 
Price, 
$bn 

Sales, mn 
9L cases 

Bacardi – Grey Goose (super-premium vodka) 2004 2 1.4 

Pernod Richard  – Absolut (premium vodka) 2008 8.3 10.7 

Diageo and Don Julio / Jose Cuervo – Bushmills (whiskey) 2013 0.408 0.8 

Suntory – Beam Inc (gin) 2014 16 37 

Diageo – Casamigos (tequila) 2017 1.0 170k bottles 

Bacardi – Patron (tequila) 2018 5.1 2.5 

Beluga Group (super-premium vodka)  0.4-0.7 ~0.5 
 

Source: The Spirits Business, Chief Marketer, abcnews, Diageo, Alfa-Bank 

Retail: a pillar of growth and margins 
 
The development of its retail chain is one of the key growth factors for the 
company as 1) its product sales channel allows it to capture additional 
margins, not only as a distributor but also as a retailer; 2) its network helps to 
understand to changing consumer preferences, allowing it to assess new 
products and to initiate further scaling, which is very important to monitor for 
an alcohol producer; and 3) it provides a logistics base for building it e-
commerce business. 

Top-3 Russian specialized retailers. BELUGA GROUP launched its WineLab 
retail chain in 2012 in the Far East region. According to InfoLine, as of 2020 
WineLab holds #3 position with ~2.5% share, while exhibiting the highest revenue 
growth among the top-5 specialized players. At the same time, we believe there are 
factors differentiating WineLab from its competitors in the segment and providing a 
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competitive edge: 1) synergy with BELUGA’s production and distribution network, 
as well as exclusive import contracts; and 2) level of specialization – wine, vodka 
and other spirits (excl. beer) generate 93% of WineLab alcohol revenues (for 
instance, in Krasnoe & Beloe those categories are only 25% of sales, while another 
25% is food and the rest is beer, tobacco and non-food items). Currently, the retail 
network consists of ~700 stores in Moscow, St. Petersburg, and the Far East 
regions. As of 2020, WineLab had 3.3mn customers, of which 64% participated in 
the loyalty program, which helps to gather information on the client, analyze 
demand, make personalized offers, and test new products, etc. Sales via WineLab 
accounted for 39% of total imported brand sales and 10% of total in-house brands 
sales in 2020.  

 

Figure 60: Russian Top-5 specialized alcohol retailers 

  
Revenue 2020, 

RUBbn y/y Market share # stores YE20 

Krasnoye & Beloye (Red & White) 490.5 +26% 48.9% 8,800 

Bristol 136.4 +25% 13.6% 2,500 

WineLab 25.3 +46% 2.5% 640 

Dilan 20.2 +14% 2.0% n.a. 

Aromatny Mir 18.5 +7% 1.8% 555 
 

Source: InfoLine 

 

 

Growth from both offline and online expansion. In 2020, retail revenue grew 
45% y/y to RUB25.3bn, generating ~34% of net revenues (incl. intersegment). 
BELUGA GROUP expects retail sales to grow 3.2x to more than RUB80bn by 2024, 
which implies c.35% CAGR. The company’s ambitions are based on both offline 
and online sales channel development: 

- The company targets expansion to 1,000 stores by YE2021 and 2,500 
stores by 2024, mainly in Moscow and St Petersburg; 

- The company sees the expansion of WineLab’s e-commerce platform 
(currently working as a click-and-collect only) as a crucial source of 
growth with the mobile app a key driver of e-commerce sales. In 2020 
online sales constituted only 3% of retail sales, which corresponds to 
RUB750mn. In 2024, this figure should grow to 10-15%, according to 
the company, corresponding to RUB8-12bn sales (we estimate). We 
note a higher average ticket in the online channel of RUB3-3.5k (vs 
RUB500 in stores), which coincides well with global trends of 
premiumization in the online channel.  

Accretive for margins on a group level. We believe the retail chain is the most 
profitable sales channel for BELUGA GROUP, as that allows the capture of 
additional margins not only as a distributor but also as a retailer. The contribution 
margins (gross profit less trade marketing and listing expenses) is 1.5x higher for 
in-house and 1.3x higher for imported brands sold via WineLab versus other sales 
channels. That is especially important for import operations, as the EBITDA margin 
for distribution in its pure form does not exceed 10% on our estimates, while in retail, 
the margin reaches 12% (2020 blended) and 15% in matured stores, according to 
the company. The Group’s import business is growing fast (26-42% y/y by volume 
in 2019-20 and ~20% y/y in 1H21) and wine contributes 58% to those volumes. We 
believe there is a further growth opportunity for the Group, as 1) the wine market is 
expected to increase by 10% by 2024F from 2020 levels, while 2) Beluga is growing 
its wine offering from a low base, currently having a 2% market share, we estimate, 
vs a ~10-40% market share in other alcohol products. The WineLab growth plans 
coincide well with that market opportunity, in our view. 
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Attractive store economics. WineLab store-level economics are attractive with a 
1.5-2-year payback period (vs. 3-4 years for Magnit convenience store) and ~50% 
ROIC, surpassing the public grocery retailers. The retail segment EBITDA margin 
increased from 9% in 2019 to 12% in 2020 (under IFRS 16). The company 
anticipates further margin expansion as the store base matures and a positive effect 
from a growing scale (15% EBITDA margin in matured stores, according to the 
company).  

 

   Figure 61: WineLab store base  Figure 62: Beluga own brands share in WineLab 
sales by category (2020) 

 

 

 
  Source: company data, Alfa-Bank    Source: company data 

 

   Figure 63: WineLab alcohol revenue structure by 
categories, 2020 

 Figure 64: WineLab store key metrics 

 

 Metric 2020 

Average selling space 80-100sqm 

# of SKUs 1500 

# of brands 400 

Share of in-house and agencies' brands 72% 

Average ticket (store) RUB491 

Average ticket (website) RUB2,944 

Average ticket (mobile app) RUB3,464 

LfL sales growth 23% y/y 

LfL ticket growth 12% y/y 

Closure rate 1.8% 

Capex for new store RUB3mn 

Payback period 1.5-2 years 
 

  Source: company data    Source: company data 
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   Figure 65: WineLab revenue development  Figure 66: WineLab EBITDA development 

 

 

 
  Source: company data, Alfa-Bank    Source: company data 

 
 
 

Share capital and corporate governance 

BELUGA GROUP’s founder and CEO Alexander Mechetin is the major shareholder 
of the company with a 58% stake. Management has a 5% stake, 12% are attributed 
to quasi-treasury shares, and 26% - to the free float.  

In June 2021, the company completed the sale of 2mn shares (12.7% of equity) 
from its quasi-treasury stake, raising ~RUB5.6bn from the market. According to the 
company, the SPO proceeds will be invested, among other things, into WineLab 
expansion, boosting e-commerce and export marketing the Beluga brand. 
Eventually, with newly-raised funds, the company reduces its debt burden to 1x net 
debt / EBITDA at YE21, we estimate, and might realise its 2024 strategy faster than 
planned.  

Figure 67: BELUGA GROUP ownership structure 

 
Source: company data 

 

Currently, BELUGA GROUP’s Board of Directors consists of seven members, of 
which two are independent. The Board has an Audit Committee of three members 
with an independent director. In April 2021, the shareholding meeting decided to 
change the BoD structure and expand the Board to nine members, of which three 
are expected to be independent. 
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Dividend policy 

BELUGA GROUP distributed RUB0.4-1.4bn as dividends in 2019-20, which 
corresponds to RUB32-100/share, respectively (5.9-3.6% dividend yield). In 
September 2020, the Board of Directors approved the new dividend policy, which 
suggests the distribution of at least 25% of the group’s consolidated net profit (under 
IFRS) as dividends at least twice a year. 

   Figure 68: Dividend payout  Figure 69: Dividend per share 

 

 

 

  Source: company data    Source: company data, Bloomberg 

 

Solid 2020 financial results despite a turbulent year  

2020 was a challenging year for the alcohol industry with a negative impact from the 
limited sales through duty-free and HoReCa channels, which was not fully 
compensated for by demand for home consumption. Nevertheless, BELUGA 
GROUP’s key focus on off-trade channels enabled the company to benefit from the 
situation and show solid financial results:  

 2020 net revenue came in at RUB63.3bn, implying growth acceleration to 
23% y/y (from 18% y/y in 2019) on the back of an 11% y/y increase in sales 
in volume terms and growth of the WineLab retail chain (+46% y/y growth 
in retail revenue). 

 EBITDA increased by 42% y/y to RUB9.2bn, corresponding to a 14.5% 
margin (+1.8pp y/y). The margin acceleration was attributed to operating 
efficiency improvement, premiumization of the sales mix as well as an 
increase in WineLab profitability. 

 Net income grew 72% y/y to RUB2.5bn (including a RUB0.34bn loss from 
the sale of a non-core poultry division in the Saratov region), driven by the 
same factors as EBITDA and RUB630mn from an FX loss.  

 

1H21 operating results: soft volumes growth but margin-accretive 
sales mix 

In 1H21, the top line volume growth of 1% y/y looks soft at first glance, but is 
explainable and expected, in our view, given the tough comparison base of 1H20. 
At the same time, the product mix was favorable and margin-accretive in 1H21, in 
our view, with 10%+ y/y volume growth in premium products, as well as a doubling 
y/y of export volumes. In our view, that provides a positive read-through for the 
EBITDA margin in 1H21. Key takeaways: 
 

 Total shipments reached 6.5mn dcl (+1.3% y/y) in 1H21, including own 
production sales of 5.6mn dcl (~flat y/y) and imported brand sales of 0.97mn 
dcl (+21% y/y).  
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 Among own production sales on the domestic market, premium brands 
demonstrated double-digit growth. Among key contributors are 
Arkhangelskaya and Snow Owl vodka, Bastion cognac, Fox & Dogs 
Whiskey, Green Baboon gin, and Golubitskoye Estate wine.  

 Export volumes more than doubled y/y in 1H21, exceeding the pre-covid 
levels. In the US (the most crucial export market), Beluga vodka sales grew 
73% y/y. We note that growth accelerated there in 2Q21 vs 1Q21.  

 Among imported brand sales, key drivers are super-premium brands – 
Camus cognac as well as Glenfiddich and Balvenie whiskey (both from the 
William Grant & Sons portfolio, which is being exclusively distributed by 
Beluga Group in Russia). 

 

Company strategy until 2024 

The company’s strategic development targets a doubling of revenues and improving 
EBITDA margin by 2-3pp by 2024 vs 2020 levels. The main drivers are:  

 retail chain development with e-commerce acceleration;  

 growth in export sales volumes and their share in revenues; 

 growth in the import business, including broadening the assortment via 
exclusive import contracts. 

BELUGA GROUP’s strategic KPIs are listed in the table below. 

Figure 70: BELUGA GROUP strategic development targets 
Metric 2020 2024 target 

Operating metrics   

# of WineLab stores 645 
2,500 with a focus on Moscow  

and St-Petersburg 
Share of retail in total revenue (incl. 
intersegment revenue) 

34% 45% 

E-commerce share in retail revenue 3% 10-15% 

Share of non-vodka products incl. vodka export 
sales in P&D sales volumes 

34% 45% 

Share of export in P&D segment 9% 13% 

Financial metrics   

Net revenue RUB63bn RUB130bn 

4Y net revenue CAGR 15% 20% 

EBITDA margin 14.5% +2-3pp 

Net debt / EBITDA 1.7x below 1.0x 

ROIC 15% 25% 

Dividends  at least 25% of NI 

Source: company data 
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2021-25 financial forecast (base case scenario) 

Our 2021-25 financial forecast for BELUGA GROUP (incl. 2021-24F strategic period 
and 2025F as a terminal year) suggests the following dynamics: 

 18% 2020-25E net revenue CAGR, in line with the company’s target of 
doubling its net revenue by 2024. We expect total shipments to rise at 6% 
2021-25 CAGR, driven mainly by imports of wine and other spirits (15% 
CAGR) and vodka exports (15% CAGR), while domestic vodka sales 
volumes are expected to grow at 3% CAGR, on our estimates. We assume 
excise duties increasing by 3-5% every year, in line with the government’s 
policy. The company passes that on to customers, increasing prices twice 
per year (5-6% growth p.a., coinciding well with the expectations of other 
market participants), while our volumes expectations suggest further 
upward momentum from premium sales (considering the average revenues 
per dcl). We expect the retail segment to increase its share of total revenue 
to >45% via the WineLab chain expansion (360-500 new outlets p.a. in 
2021-24F). 

 14.5-16.2% EBITDA margin (IFRS16) in the forecast period (we are slightly 
more conservative than company’s margin target). Here we consider 1) the 
WineLab chain growth and gradual maturity; 2) rising prices and a growing 
share of higher-margin products (i.e. exports); 3) increasing capacity 
utilization. The additional source of upside to profitability is vertical 
integration into ethanol (suggesting ~15% economies on ethanol costs, 
according to the company, on ~20% of BELUGA GROUP’s vodka and LVI 
production). At the same time, we think WineLab’s store opening 
acceleration should keep the EBITDA margin at 2020 levels in next 1-2 
years, with a major boost to profitability coming in 2023 and beyond. 

 The company’s effective cost of debt is ~14% on our estimates (vs 8.66% 
disclosed by the company in 2020 IFRS reporting) – we believe that is due 
to periodical use of undrawn credit lines in order to pay excise taxes, as well 
as cost of maintenance of those credit lines.  

 We expect RUB3.0-3.3bn capex p.a. in 2021-24, which would decrease to 
RUB1.7bn in 2025. This corresponds to moderate 4.0-1.1% capex / net 
revenue ratio. The key capex projects for 2021-24F are 1) the WineLab 
expansion program (RUB3mn average capex per new store, suggesting 
RUB1.1-1.7bn capex annually); 2) leveraging IT and logistics in retail 
(RUB0.5-1bn p.a.) and 3) the production and distribution business 
maintenance (RUB0.5-1bn p.a.). 

 We estimate 2021-22 FCF (lease-adj.) at RUB1.3-1bn and expect it to 
increase gradually to RUB2-8bn in 2023-25F. 

 We anticipate a net debt / EBITDA ratio (under IFRS16) in the comfortable 
area of c.1.0x in 2021-25F. 

 Considering the comfortable debt load, we expect the company to maintain 
its dividend payout ratio at the 2020 level of 50% (vs the 25% minimum 
stated in the dividend policy), despite the ambitious investment plans. 
Based on our net income forecast, we estimate the company could pay total 
dividends of RUB1.9-4.4bn in 2021-25, suggesting a 6-12% annual 
dividend yield, which adds to the investment attractiveness. 
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   Figure 71: Shipments development, mn dcl  Figure 72: Gross revenue per dcl, RUBk 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 

 

   Figure 73: Net revenue development, RUBbn  Figure 74: Gross margin by segments 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 

 

   Figure 75: EBITDA development, RUBbn  Figure 76: Costs development by category, 
RUBbn 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank, (*) the majority of cost of sales 

represented by raw materials costs 
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   Figure 77: Capex development, RUBbn  Figure 78: Net debt development, RUBbn 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 

 

   Figure 79: FCF development, RUBbn  Figure 80: Dividend payment forecast, RUBbn 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 
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“Business as is” scenario 

In that scenario, we illustratively assume sales volume growth of 5% in 2021 (driven 
by imported brands’ sales volumes and export sales recovery), keeping it then flat 
at 2021 levels for the remaining part of the forecast period (the capacity utilization 
remaining at 71%). We also leave the WineLab store base unchanged at the current 
level of 700 stores (as of 1 July 2021), assuming no further expansion. In that case, 
we see net revenue growing at nearly 5% CAGR, with production prices and excise 
rates being the main moving parts. EBITDA grows at 3% CAGR, implying a stable 
margin in the 13-14% area. With annual capex of RUB1.5-2bn that translates into 
RUB2.3-2.5bn annual FCF and net debt / EBITDA below 1x.  

 

   Figure 81: Shipments development, mn dcl  Figure 82: Net revenue development, RUBbn 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 

 

   Figure 83: EBITDA development, RUBbn  Figure 84: Capex development, RUBbn 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 
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   Figure 85: FCF development, RUBbn  Figure 86: Net debt development, RUBbn 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 

 
Adverse scenario 

Our illustrative “adverse” scenario tracks the 2014-15 path, which was impacted by 
a 25% pick up in the excise rate and the overall consumer purchasing power crisis, 
with subsequent alcohol consumption rechanneling into the grey market. In that 
scenario, we model a sales volumes reduction by 12-10% p.a. in 2022-23F, with a 
25% excise rate hike being compensated for by price increases. That yields in net 
revenue growing at 7% CAGR vs 2020 levels with an EBITDA margin of 10-11% 
(vs 14.5% in 2020) amid distribution expense growth. On a positive note, we 
highlight the company’s balance sheet materially improving, thus net debt / EBITDA 
does not exceed 1.2x in that scenario.  

 

   Figure 87: Shipments development, mn dcl  Figure 88: Net revenue development, RUBbn 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 
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   Figure 89: EBITDA development, RUBbn  Figure 90: Net debt development, RUBbn 

 

 

 
  Source: company data, Alfa-Bank    Source: company data, Alfa-Bank 
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Figure 91: BELUGA GROUP key financials (base case scenario)  
SUMMARY                   

Company name: BELUGA GROUP   Target price, RUB/ord. 4,999 ₽   Implied 2021F target multiples: 

Ticker (BBG): BELU RX     Current price, RUB/ord. 2,511 ₽   EV / Net revenue 1.1x 

Sector: Consumer     Rating O/W   EV / EBITDA   7.3x 

Market cap, $mn 472     Upside potential 99%   EV / IC   2.0x 

Free float 26.0%                 

BALANCE SHEET, RUBmn     2018A 2019A 2020A 2021F 2022F 2023F 2024F 

PP&E     9,898 13,885 12,880 15,398 19,866 24,929 30,260 

Other non-current assets     15,533 15,574 15,466 15,466 15,466 15,466 15,466 

Cash & equivalents     1,083 1,085 4,890 10,486 9,545 9,236 10,171 

Other current assets     21,608 26,884 29,713 35,530 42,602 51,393 61,211 

Total assets     48,122 57,428 63,530 76,880 87,478 101,024 117,109 

Short-term debt     467 3,620 2,237 2,237 2,237 2,237 2,237 

Other current liabilities     14,273 17,164 20,969 25,482 31,028 37,948 45,700 

Long-term debt     12,419 14,954 18,222 19,463 22,118 25,338 28,804 

Other long-term liabilities     1,660 1,657 1,298 1,298 1,298 1,298 1,298 

Total liabilities     28,819 37,395 42,726 48,480 56,682 66,821 78,039 

Total equity     19,303 20,033 20,345 28,400 30,797 34,203 39,070 

Total liabilities & equity     48,122 57,428 63,530 76,880 87,478 101,024 117,109 

Invested capital     31,106 37,522 35,914 39,613 45,607 52,542 59,940 

Net working capital     6,798 9,194 8,744 10,048 11,574 13,445 15,512 

Net debt (cash)     11,803 17,489 15,569 11,214 14,811 18,339 20,869 

P&L, RUBmn     2018A 2019A 2020A 2021F 2022F 2023F 2024F 

Net Revenue     43,411 51,270 63,292 76,066 91,691 111,415 133,503 

Revenue growth (%)     16% 18% 23% 20% 21% 22% 20% 

Gross profit     17,282 19,799 23,158 26,993 31,632 37,650 44,383 

Gross margin (%)     39.8% 38.6% 36.6% 35.5% 34.5% 33.8% 33.2% 

EBITDA     4,252 6,506 9,207 10,993 13,290 16,910 21,145 

EBITDA margin (%)     9.8% 12.7% 14.5% 14.5% 14.5% 15.2% 15.8% 

Depreciation & amortisation     (979) (2,049) (2,365) (2,834) (3,882) (5,149) (6,506) 

EBIT     3,273 4,457 6,842 8,158 9,408 11,761 14,638 

Net interest     (2,059) (2,392) (3,267) (3,233) (3,849) (4,551) (4,687) 

Pre-tax profit     1,214 2,065 3,575 4,925 5,558 7,210 9,951 

Tax     (276) (530) (774) (1,066) (1,203) (1,561) (2,155) 

Net profit     938 1,535 2,801 3,859 4,355 5,649 7,797 

Reported net margin (%)     2.2% 3.0% 4.4% 5.1% 4.7% 5.1% 5.8% 

Cash flow statement, RUBmn     2018A 2019A 2020A 2021F 2022F 2023F 2024F 

Net cash from operating activities     2,182 1,848 6,114 5,731 7,228 9,708 13,319 

Net cash from investing activities     (2,183) (2,194) (2,529) (2,480) (3,049) (3,171) (3,298) 

Net cash from financing activities     265 348 220 2,345 (5,120) (6,846) (9,086) 

Net change in cash & equivalents     264 2 3,805 5,596 (941) (309) 936 

FCF     (1) (346) 3,585 3,251 4,179 6,537 10,021 

FCF lease-adj.     (1) (1,543) 2,168 1,278 1,017 1,933 3,865 

Returns & leverage     2018A 2019A 2020A 2021F 2022F 2023F 2024F 

EBITDA (IFRS 16) growth, %     18% 53% 42% 19% 21% 27% 25% 

Net debt / EBITDA     2.8x 2.7x 1.7x 1.0x 1.1x 1.1x 1.0x 

ROIC     10% 11% 17% 19% 19% 21% 22% 

VALUATION     2018A 2019A 2020A 2021F 2022F 2023F 2024F 

EV/revenue (x)     0.5x 0.5x 0.5x 0.6x 0.5x 0.5x 0.4x 

EV/EBITDA (x)     5.1x 4.0x 3.4x 4.2x 3.7x 3.1x 2.6x 

P/E (x)     10.6x 5.6x 5.5x 9.0x 8.0x 6.2x 4.5x 

Dividend yield (accrual) (%)     0% 0% 4% 6% 6% 8% 11% 

FCF yield (lease-adj.) (%)     0% -18% 14% 4% 3% 6% 11% 

EV/Invested capital     0.7x 0.7x 0.9x 1.2x 1.1x 1.0x 0.9x 

Source: company data, Alfa-Bank 
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