NEWS RELEASE 

GAB POSTS BETTER RESULTS BUT BRACES FOR TOUGH TIMES AHEAD

PETALING JAYA, 23 May 2008 – Guinness Anchor Berhad (GAB) – the brewer of Tiger, Guinness and Heineken -- reported an 8.3 per cent increase in pre-tax profit to RM49.14 million for the third quarter ended 31 March 2008.

This brought its cumulative nine-month pre-tax profits to a total of RM143.64 million, 9.8 per cent higher than the RM130.77 million registered in the corresponding period in the previous financial year.

Revenue for the third quarter grew by 16.9 per cent to RM328.74 million while for the nine months, it amounted to RM944.29 million, which is 12.5 per cent more than the RM839 million recorded previously.

Managing Director Charles Ireland said GAB turned in better results on account of higher sales during Chinese New Year. Its sales strategy and the innovative Dragon Mission, which saw collaboration with trade partners and consumers to benefit the community, made GAB the clear leader during this traditionally high volume sales period of the year. 

Ireland, however, is not too optimistic of the prospects in the near future and is bracing GAB for tough times ahead.

He added that the market outlook does not hold great promise in view of escalating prices of raw materials and brewing components. Prices of raw materials that include hops and malt and key brewing components like utilities and fuel have increased. For example, the price of hops has increased by 13 to 14 folds, from USD60-70 per kg to USD800-1,000 per kg.

Rising consumer prices that exert inflationary pressures on consumers and shrink disposable income will combine to likely exacerbate the already difficult market condition.

We hope that this will not be compounded by another excise duty increase in the Budget this year. An excise duty hike is bound to trigger another round of burdensome price increase for consumers and lead to market contraction just as how the market reacted after three successive rounds of excise duties hikes, he added.

Tax-paid beer and stout volumes have declined by 14 per cent since 2004 and even a reprieve in excise duties hike in 2006, after continuous increases from 2003 to 2005 did not help the market to reverse the decline. The market had in fact declined further in 2006 and only in 2007 did it stabilise.

Ireland said despite the odds of a challenging market environment, GAB had managed to outperform the market with its focus on people, brands and performance that led to operational efficiency and organisational effectiveness.

This continued focus will be integral in the strategic approach that GAB will take in going forward to brew success and consolidate its market leadership position. GAB will invest and grow its people, build brand equity with its world’s best portfolio of international brands and continue its good performance to ensure sustainability in a tough environment, he added.
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