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Patrick Ricard (<
Developing the pure

‘
IT’S BACK TO BASICS FOR THE PERNOD RICARD GROUP. FOLLOWING THE ACQUISITION or {

SEAGRAM’S ACTIVITIES AND POLMOS POZNAN IN POLAND, IT IS NOW CONCENTRATING ON ITS
HISTORICAL CORE BUSINESS — SPIRITS AND WINE. WHILE THE GROUPIS SELLING OFF ITS SOFT DRINK,
FRUIT PREPARATION AND GROCERY DISTRIBUTION OPERATIONS, THE ADDITION OF SEAGRAM’S INTER-
NATIONAL AND LOCAL BRANDS WILL ENSURE THAT ITS TURNOVER REMAINS STABLE. NOW ONE OF
THE THREE LARGEST POWERS ON THE INTERNATIONAL SPIRITS AND WINE MARKET, THE GROUP IS
LOOKING FORWARD TO NEW HORIZONS AND NEW GROWTH. PATRICK RICARD, CHAIRMAN
AND CEO OF PERNOD RICARD, ANSWERS OUR QUESTIONS ABOUT THE GROUP’S NEW
STRATEGIC POSITIONING.




»lay ”approach

Pernod Ricard has decided to con-
centrate on its core business, what
you call a “pure play” approach.
Could you explain why?

For two main reasons. First, we are,
and always have been, experts in the
spirits and wine business, with a
proven record of success. Second,
this sector of our business has
been showing strong growth, with
increased sales of 11.7% and organ-
ic growth of 12% in the first half of
2001. Over the past three years, our
spirits and wine activity has grown
by 11% per year. This excellent
performance looks set to continue
and fully justifies our decision to
concentrate on this aspect of our
business.

With the addition of Seagram's
top-quality brands to those already
in our portfolio, we now have a
better-balanced global range, both

geographically and in terms of com-

plementary brands. The Seagram
acquisition represents a unique
opportunity to. double our sales
within the spirits and wine sector
and to speed up our growth and
reach our long-term goals.

Why are you selling off your
profitable soft drink, fruit prepa-
ration and distribution activities?
This move was in line with our
decision to concentrate on our core
business and with our strategic
goals. The proceeds from the sale of
these activities will help pay for our
acquisition of the Seagram business.
In any case, these sectors are less
profitable than our core business.
The wisdom of these moves has

been applauded by the stock mar-
ket: the value of the group’s shares
reached near-record highs after the
announcement of our decisions to
buy 39.1% of Seagram's activities
and to divest the group of its non-
core business activities.

Can the new Pernod Ricard

group maintain the same level of
turnover?

Yes. The acquisition and the divesti-
ture of non-core activities will help
us leverage our existing network,
grow our brands, and create syner-
gies and economies of scale. We
expect our turnover to remain sta-
ble at first, but our profits will grow
significantly. And we contemplate
strong growth with our refocused
business in the coming years.

" Could you describe the strengths

of the new Pernod Ricard group?
We have doubled our size in the spir-
its and wine sector. Before the acqui-
sition, Pernod Ricard was already
number one in the spirits sector in the
Euro Zone; we have now strength-
ened our position in Europe and
Russia, and become number two
in Asia and in Central and South
America, In North America we have
considerably increased our volumes
and have now become the sixth play-
er in the market. Our new portfolio
includes eleven spirits that sell more
than 1 million cases annually: Chivas
Regal, Clan Campbell, Havana Club,
Jameson, Larios, Martell, Montilla,
Pastis 51, Ricard, Seagram's Gin and
Wyborowa. In addition, we own a
number of brands with high develop-

ment potential, either regionally or
globally, such as Wyborowa or
Wild Turkey, creating a strong,
widely diversified range in terms of
products and markets. In the wine
sector, Jacob’s Creek, another suc-
cess story, is our spearhead, with
over five million cases sold annual-

ly.

What is your vision for the
future of Pernod Ricard?

Now that we are a “pure play”
company, we are buckling down
and working to grow our busi-
ness, relying on the expertise
and skills of our dedicated staff
and the talented new employees
we have taken on from Seagram.
We think we have found a good
balance of markets and brands
that will take us from strength
to strength on the international
spirits and wine market, where
our ambition is huge. m

Intervicw by Mona Moore

"THE NEW PORTFOLIO INCLUDES eleven
spirits that sell more than 1 million cases

annually, as Chivas Regal.
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Pernod Ricard
Spirits and -Wines

ONE oF THE WORLD S
THREE MARKET LEADERS

» No. lmthe euro zone -
»No.2in A5|a and South Amerlca
» No. 6in North America

KEY HGURES* | _
> 46 million cases of spirits |
> 17 million cases of wines Ll

» 3.6 billion euro turnover

*Pro farma

I.EADING BRAN DS IN All CATEGORIES

> World market leader in amse -based
drinks and bltters ' '

» No. 2in gin and cognac -
~»No.3in whiskies -
*no.1is the deluxe whlsky category
*no.lin Malt whlsky
*n0.1in |I'ISh-_»WhI_S|_(Ev)"
*no.l i premium Bourbon
PERNOD RICARD Corporate Communications

142, boulevard Haussmann, 75008 Paris
www.pernod-ricard.com




D SpiRits AND WINES TURNOVER

30/09/2000

B 11% voLUME GROWTH FOR THE 10 KEY BRANDS

These brands account for 70% of the contr

30/0972001

ibution made

. by spirits and wine.

Cumulative total§  toend Sépt 2001 12 months end Sept. 2001
Amaro Ramazotti ~ +21% Isn
Jacob's Creek +20% L 25%
Havana Cub - A% Au%
Jan Campbell % 0%
lameson 1% +10%
ard +4% +1%
ashmills a7 r
raétﬁss1' 6% 2%
arios | - | +,1%.
wild Turkey | - +6%
lotal +9% +11%
lotal Spirits +4% +4%
‘otal Wine +3% 3%

alls

"THE DETAILS OF THE GROUP’S FINANCIAL
RESULTS FOR THE 2001 FISCAL YEAR WERE
NOT AVAILABLE AT THE TIME THIS ISSUE
OF ENTREPRENDRE WENT TO PRESS.
NEVERTHELESS, WE ALREADY KNOW THAT
THE SPIRITS AND WINE SECTOR, PERNOD
RICARD’S CORE — AND SOON SOLE — ACTIVITY
IS PERFORMING VERY STRONGLY AND THAT
OUR BRANDS, OLD AND NEW, HAVE SEEN
HEALTHY GROWTH, ALL OF WHICH

AUGURS VERY WELL FOR 2002.

he Group? spirits and wine business grew by
8% (excluding duty & tax) in the first nine
months 2001, mainly as a result of the excel-

lent performance achieved by its 10 key brands,
which generated over 70% of profit in this sector.

NEW OR NOT SO NEW BRANDS ARE LEA-
DING THE WAY ‘
Havana Club continues to record some of the stron-
gest global growth (and is now the market leading rum
in Italy), whilst Jacob’s Creek broke through the § mil-
lion case barrier in the summer of 2001. This makes
it one the world’s leading wine brands, with plenty
of excellent prospects for growth, especially in the
European and American markets. Clan Campbell
scotch, Aberlour malt and Jameson Irish whiskey all
are continuing their double-digit growth (amongst the
best in their sector) and lead their product categories
in Europe’s number one whisky market, France.

Longer established brands, such as Ricard in France,
Larios in Spain and Amaro Ramazzott in Italy, are
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winning increasing shares of their local markets, with
export sales growing strongly. The Italian bitter,
Amaro Ramazzott, is enjoying a virtual sales explosion
in Germany and other German-speaking countries,
which together now account for more than half of its
sales volume, whilst Larios gin has become firmly esta-
blished in France and Italy.

SUSTAINED PERFORMANCE DESPITE THE
ECONOMIC CLIMATE

Calculated on a constant structural and currency basis,
Pernod Ricard should be able to report excellent full
year figures for 2001 in the spirits and wine sector, in
line with those of the 1st quarter of the year. The tra-
gic events of 11 September have had only a limited
impact on the Group’s business, with the exception of
the US market and the duty free network, which is suf-
fering from the reduced number of air travellers.
Nevertheless, the pre-Christmas and New Year sales
made in December will, as ever, be the deciding factor
in achieving our targets, but figures were not yet
known at press time.

2002: A PROMISING OUTLOOK

Once the Seagram brands have been fully integrated
and all non-core activities disposed of, 2002 will mark
a turning point for the Group. The year will see the
Group double the size of its spirits and wine business,
increase its global presence significantly with presti-
gious brands in all categories and enable it to concen-
trate on its core business. At the end of year 2, we
expect the net profit per share to rise by 50% and to
double within five years. An excellent prospect for
Pernod Ricard shareholders! m

Frédéric Legrand

’ @ DIVERSIFICATION ACTIVITIES STRONG GROWTH IN

@  SuCcess STORIES: THE FOUR TOP SCORES
Average annual growth rate (July 1997/June 2001).

JAMESON CLAN CAMPSELL RAMAZZOTTI HAVANA CLUB ?

@ GROWTH IN SPIRITS AND WINE TUNOVER BY REGION
FIRST NINE MONTHS 2001

B France

-Eumpe

B Rest of the world
2000 : total 1,195 mi\lli}onb€ ) 2001 : total 1 298 mi"ion'€

, Current growth Internal’ growth

Frane - - +69% . +69%
Europe o+ 135% +139%
Restoftheworld -~ +3.1% 5%

DISTRIBUTION AND M|XED RESULTS FOR PROCESSED ‘FRUIT

Consohdated turnover

Distribution” . Pracessed Fruit

Internal growth: +10.8%. .
+13.4%

Internal growth: -1%

30/09/2000 30/09/2001 30/09/2000 30/09/2001

A\l
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[ sroce excennoc}
What are the analysts

sayingr

THE MARKET VALUATION OF PERNOD RICARD HAS RISEN CONSIDER-
ABLY SINCE THE (GROUP ANNOUNCED ITS INTENTION TO RE-FOCUS EXCLUSIVELY ON
ITS CORE BUSINESS, WHOSE SIZE HAS JUST DOUBLED. SHOWING REMARKABLE
RESISTANCE TO THE TURMOIL WITNESSED IN THE MARKETS, THE PERNOD
- RICARD SHARE IS ATTRACTING INCREASING ATTENTION FROM MARKET ANALYSTS.
LET’S HEAR WHAT JEAN WEISSE OF CDC-IXIS AND HIS BRITISH COUNTERPART,
SIMON HALES OF HSBC, HAVE TO SAY. ’

What was your initial reaction to the Pernod Ricard
Group’s announcement of its plans for external
growth?

Jean Weisse: That the Group was really stepping up
a gear to move from being a major regional player
to becoming a world class operator. Pernod Ricard
is now the world’s third largest spirits and wine com-
pany and is running neck-and-neck with the number
two global player. This progression is by no means
insignificant in market terms, because we know that the
world’s markets rate leaders at a premium. However,
and to put those two positive effects into perspective,
I would also say that the Group’s positions in the USA
still show some room for improvement. I also see two
or three acquisitions as a possibility in terms of pro-
duct ranges.

Simon Hales: There can be no doubt that the
addition of major brands and an efficient distribution
network make Pernod Ricard a player on the global
scale. These recent transactions give the company a
clear opportunity to grow beyond its traditional
preserve in the heart of Europe. It really is a decisive

SIMON HALES, financial analyst at HSBC. turning point for the Group.
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JEAN WEISSE, financial analyst at CDC-IXIS.

DR

Do you believe that Pernod Ricard still has some
financial elbowroom after these acquisitions?

Jean Weisse: Yes, I think so, and that’s one of the inter-
esting aspects of the whole process. The financial
package, which is based on bank borrowing with the
option of issuing convertible securities, allows the
Group to retain considerable financial muscle for the
years ahead.

Simon Hales: I don’t believe that this route to exter-
‘nal growth through acquisition has weakened the
Group financially. The parallel disposal of its non-
alcoholic drinks business is a very sensible move.
The debt, which may look high in the short term, will
be paid down to some degree by the sale of these
businesses. More importantly, spirits companies are
great cash generators, so Pernod Ricard should have
no problem with a relatively high level of temporary
borrowing.

Won’t the task of integrating the diversity of brands
and people involved in these acquisitions pose its
own problems in terms of labour relations and busi-
ness cultures?

Jean Weisse: Theoretically yes, but in this particular
case it’s important to realise that it is the brands - i.e.
the assets — that have been purchased and that the

employees in the factories work in cultures very similar
to that of the Group. In Brazil, for example, the com-
panies acquired are likely to retain their existing teams
in their entirety, because the Group had virtually no
presence there before. Execution Risk, as the markets
call it, is practically non-existent in this case.

Simon Hales: T don’t see it as a real concern, because
by and large the businesses they are acquiring do
not overlap with the Group’s existing operations. The
only market where some integration risk exists is the
US, but even then it is a relatively small contributor
to profitability; representing around 15% of profit.
Moreover, the Group’s decentralised management
structure has already demonstrated its effectiveness in
similar circumstances and shown that it is capable of
generating strong profits and an excellent return on
investment. We only have to look at the success of
brands like Jacob’s Creek and Havana Club to see that.
There’s no doubt that the next two financial years will
be something of a challenge, but the market has
expressed its confidence in the Group’s abilities to rise
to that challenge. 'd also like to make the point about
this particular acquisition that several of the major
brands purchased were rather “unloved” at Seagram
and that Pernod Ricard should be able to make them
perform much better.

In conclusion, what is your official recommen-
dation and your estimate of the share’s market
potential?

Jean Weisse: I remain positive about the Pernod
Ricard share. I was one of the first to point out its
potential and I'm pleased to see that the current mar-
ket consensus sets the share a medium-term objective
of 100 euro.

Simon Hales: For me, it’s a definite “buy”. The
prospects look good and the management team is
widely recognised and respected both in the spirits
industry and outside. If you look back, you can see
a clear path leading from the first historic venture
into anis-based alcoholic drinks. Finally, the share
should benefit technically from the scale effects of
the Seagram acquisition. Pernod Ricard will now
be a focus for attention amongst all major analysts and
the volumes traded should also benefit from the
Group’s larger size. The Pernod Ricard share is now a
major stock. m

Interview by Jérdme Guillon
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BRANDS
& MARKETS

fter initally rejecting the

deal, the Federal Trade

Commission has finally
ratified the sale of Seagram’s spirits
and wine activities to Pernod Ricard
and Diageo. The decision follows ear-
~ lier approvals by Canadian and EU
regulators.

This green light means that the
Seagram acquisition, which has kept
the Pernod Ricard teams and
their advisers (Société Générale and
JP Morgan et Cie) extremely busy sin-
- ce summer 2000, makes the group
one the world’s top three spirits and

- wine companies.

By strengthening its range through

the acquisition of prestigious brands
such as Chivas Regal and Martell,
Pernod Ricard is extending its
influence in the New World and Asia.
Read on for move details. >
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FOLLOWING THE ACQUISITION OF SEAGRAM’S BRANDS AND BUSI-

NESSES, PErRNOD RicarD HAS BECOME ONE OF THE WORLD’S LEADING

PRODUCERS OF SCOTCH WHISKY, LEAPING FROM 8™ TO 3* POSITION. IT

NOW HAS A VERY STRONG FOOTHOLD aND A VALUABLE JEWEL IN
, A CATEGORY wiTH saLEs oF MORE THAN 80 MILLION CASES.

r I ~\ he jewel of the range, Chivas Regal, is a truly
international Scotch Whisky, selling 3.2 million
cases including 50,000 cases for each market

in more than fourteen countries. With a rich heritage,

distinctive personality and a diverse range of followers,
it is one of the most recognised and appreciated spirits in
the world.

Chivas Regal’s CV confirms its unquestionable pedi-

gree, stating its date of birth as 1801, when the original

Chivas Brothers shop was founded in Aberdeen. Its

- founder, James Chivas, who was among

he was just 25 years old. The Major valued purity, and the
distinct flavour and appearance of Glen Grant is due to
the taller, slender stills he designed and his decision to
retain its natural colour.
Something Special is a premium blend renowned for its
distinctive packaging and unusually shaped bottle. It is a
popular brand in Korea and Venezuela where it is also
available as an 18 year old.
Chivas Royal Salute 21 year old was created in 1953 to
commemorate the coronation of Queen Elizabeth IT and
was named after the 21 gun royal salute.

the pioneers of blending, perfected the art Chivas Regal’s This ultra premium whisky is presented in
of marrying single malts (predominately international strength three versions of a sumptuous hand-finished
Strathisla) and grain whiskies to create a rich will give porcelain flagon.

and subtle taste. Pernod Ricard 100 Pipers blended whisky has a strong
The range includes: Chivas 12 year old, the access to new markets. following in Spain and Thailand, with

flagship deluxe blend; Chivas Regal 18 year

old, a rare blend of whiskies which have remained undis-
turbed for 18 years, with each bottle individually num-
bered; and Chivas Revolve 1801, a blend of specially
selected whiskies packaged in a highly unique botte which
resulted from a flaw in the glass that caused it to spin when
* turned. Today, the home and heart of Chivas Brothers is
Strathisla distillery, the oldest ope-rating distillery in the
Scottish Highlands. The other gems in the new portfolio
are The Glenlivet and Glen Grant Malts, 100 Pipers and
Something Special blends, brands that will both comple-
ment and enhance the existing Campbell Distillers range
of Aberlour, Clan Campbell, Edradour, White Heather
and House of Lords. » - o

The Glenlivet is the number three Single Malt world-
wide and number one in the USA. Back in the 1800%, its
creator, George Smith, was the first distiller in the
Glenlivet region to receive a licence. Since then, many
whiskies have used the name Glenlivet as a suffix to their
names to reinforce their pedigree, but there is only one
The Glenlivet. '

Glen Grant holds the position of n°2 Malt worldwide.
Its main markets are Italy, where it is the n° 1 whisky and

a brand icon, France and Germany. It is thanks to the .

vision of an extraordinary individual, James Grant -
known as “The Major " that this brand was created when

particularly strong sales in Galicia and the
Canary Islands. As part of the acquisition, Pernod Ricard
has also acquired the Alt A Bhainne, Braeval, Benriach,
Caperdonich, Glen Grant, Glen Keith, Longmorn,
Strathisla and Glenlivet distilleries, as well as blending,
bottling and warehousing facilities at Paisley, Newbridge,
Keith, Mulben, Dalmuir, Balgray and Linwood.

. The new scotch whisky brand owning company, Chivas

Brothers, will be responsible for the production, export

~ and marketing of all Pernod Ricard’s scotch whiskies.

Based in Paisley, Scotland, the new company will include
the operations of Campbell Distillers and Chivas Brothers
under a single management structure. It will have a new
commercial and marketing team, based in London. m

If only they were this simple.
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THE FUTURE LOOKS BRIGHT FOR MARTELL COGNAC
AS THIS NEW STAR IN THE PERNOD RICARD ROSTER IS

1d

INTEGRATED INTO THE GROUP’S PORTFOLIO, WHERE IT
WILL BENEFIT FROM A STRATEGIC POSITION AS ONE
’ OF THE TOP THREE BRANDS IN MOST MARKETS.

he portfolio

S ne of the international brands being added to
] O the Pernod Ricard’s portfolio is the prestigious
1.2 million case Martell cognac. Along with
the group’s two other existing brands, Renault and
Bisquit, Pernod Ricard will now skyrocket to second
from sixth place in the world cognac market.
“Martell already enjoys a prominent position on the market,”
says Frangois Gérard, chairman of the cognac task
force who prepared the integration of

were analysed: “Pernod Ricard subsidiaries around the
world have bad time to adapt their organisation to the new
distribution needs,” Mr. Breton adds. ’

Martell, popular with connoisseurs, will be sold as part
of a portfolio of major Pernod Ricard brands, includ-
ing Chivas, Jameson and Aberlour. It will be one of the
top three brands in the Pernod Ricard portfolio in most
countries. “Martell’s future within Pernod Ricard looks very

bright,” says Mr. Breton.

~ Martell and the forming of Martell & Co, Pernod Ricard The CEO of Pernod Ricard s new

- anew brand owning company within the will now skyrocket Cognac division has been busy setting *
Pernod Ricard organisation. “It will further to second from the main goals for Martell and planning -
benefit from its genuine strategic status within sixth place organisational details at the management

- Pernod Ricard’s portfolio,” he adds. in the world level. “I am confident that the prestige of
While Martell’s primary market is the cognac market. Martell, combined with the strength of our

United Kingdom, with significant sales in

Asia (especially Japan, Singapore, Malaysia and China)
and duty-free outlets, Pernod Ricard plans to investi-
gate the possibility of marketing it more aggressively in
the United States, currently the fastest-growing
market for cognac. Pernod Ricard also plans to attract
new consumers by promoting the brand to younger
people. “Our ambition is to put Martell on the growth
track again,” says Lionel Breton, Chairman and CEO
of Martell & Co.

“The extended transition period before integration gave
people in the Seagram and Pernod Ricard organisations
added opportunities to better get to know and under-
stand each other,” says Mr. Breton. “Potential difficulties
© related to the integration were analysed and dealt with.

The Martell and Pernod Ricard teams were prepared to .

cooperate effectively on these issues,” Francois Gérard
comments. All the major cognac markets worldwide

network, will fund new dynamism for the

. brand. And the combination of Martell, Bisquit and Remzult

will benefit all these brands,” he says. m

Wona Moore

¢ Pernod Ricard cognac division: 1.4 million cases.
¢ Martell: 1.2 million cases. .- ‘
® Main markets: UK, Asia, USA, duty free.

. Bisquit: leader in Belgium, France.

/| * Renault: well position’ed‘in Scandinavia. -




A bigger, better Group

A DRAMATIC CHANGE WILL TAKE PLACE IN THE SCALE
- AND REACH OF PERNOD RICARD’S WORLDWIDE BUSINESS
WITH THE SEAGRAM ACQUISITION. NORTH, CENTRAL AND
SOUTH AMERICA WILL NOW ACCOUNT FOR 27 PERCENT
OF PERNOD RICARD’S SPIRITS BUSINESS, as
OPPOSED TO ONLY 9 PERCENT BEFORE THE ACQUISITION.
THESE MARKETS ARE TWO CRUCIAL LINKS IN PERNOD
- RICARD’S NEW GLOBAL DISTRIBUTION CHAIN.

erical

U.S.A.: a strategic presence

istorically, Pernod Ricard has had a minor
~ presence on the North American market,
' one of the largest distilled spirits markets

in the world. After the acquisition of Seagram activities,
Pernod Ricard’s North American spirits

the leading American premium gin in the United States,
with a 28 percent market share. Pernod Ricard is also
taking on the prestigious range of Martell, which
includes Cordon Bleu, one of the most renowned top-
quality cognacs in the US market. Pernod Ricard’s
strong point in North America is the quality of the

“consumer franchise” of its existing brands

volume will increase from 1.5 million cases After the acquisition ~ especially Wild Turkey Bourbon and
to over 6 million, making it one of the key of Seagram activities, Jameson Irish whiskey (both brands in
players in the North American distilled Pernod Ricard’s the premium segment of their categories)—
spirits sector, with three of the top 100 North American spirits and the new ones being taken on, espe-
brands in the United States. ’ volume will increase cially Chivas Regal. “Consumers know these
According to. Michel Bord, Chairman and from 1.5 million cases brands and have a very strong perception
CEO of Pernod Ricard North America, to over 6 million. of their value. These brands, which are in

the major change, apart from the sheer

volume of the new business, is the group’s entry into the
deluxe Scotch whisky category with Chivas Regal, the
world's leading high-end blended whisky. The top-

seller in the new portfolio is Seagram’s Extra Dry gin,

IS Y N

demand and are stocked in all the trade chan-
nels, must be supported by the wholesalers. There’s a consumer
pull taking them along,” says Michel Bord.
He adds: “Today we might have concerns about the U.S.
economy and the recession that is looming over here, but over



the long term, the growth of the U.S. economy has been abead
of anyone else in the world. Strategically, it’s absolutely cor-
vect that Pernod Ricard should have a significant presence in
this market.”

Latin America: the number-two player

he new Pernod Ricard, strengthened by a

number of local premium brands acquired

from Seagram, will become the
number-two player in the Central and
South American spirits market, with its
sales volume increasing from 2 million to
nearly 6 million cases.
Already the leading international operator
in Argentina, Bolivia and Cuba, the Group will move
into second place in Brazil (see page 21), Ecuador,
Venezuela and Uruguay. With brands like Blender’s

“We are going to have
a very strong platform now
in quite a number
of Latin America countries.”

Pride, Natu Nobilis and Dunbar in its whisky portfolio,
it becomes one of the leading whisky operators in South
America.

Pernod Ricard’s new range will be a mix of local and
international products that will protect its affiliates
against exchange rate fluctuations. Most of these prod-
ucts are in the premium segment of their categories.
The group’s strategy is to proceed with caution in
this market.

“Latin America is quite a volatile market-place,” says
Francesco Taddonio, Chairman and CEO
of Pernod Ricard Central and South
America, “and countries can go from boom
to bust to boom again very quickly. We want
to carefully integrate the business, capture all
of Seagram’s business and understand it prop-
erly before we make any changes, if indeed it needs any
changes, and then proceed to genevate sharebolder value in
Latin America.” >

INT 4



The Central and South American busi-
ness involves three main countries: Brazil,
Argentina and Venezuela. Pernod Ricard
products will be sold in every Latin American
country, either directly or through a network
of partner third-party distributors. “We’re
going to have a very strong platform now in
quite a number of Latin America countries where
we didn’t really have a presence before,” says
Francesco Taddonio, “end it’s going to be much
easier for us to sell the existing Pernod Ricard
range successfully in those countries. This is a
superb opportunity for the entire Pernod Ricard
portfolio in Latin America.”

Number two in the gin market

ne of the jewels in the range of

spirits acquired by Pernod Ricard

is Seagram’s Extra Dry Gin, the
top-selling gin in North America, with a
28 percent market share and a volume of
3 million cases. Together with Larios gin,
made in Spain, and Cork Dry Gin, a leader in
Ireland, the group will now hold the number-
two position in the global gin market.
Although gin now represents Pernod Ricard’s
largest volume in North America, the group’s
strategy is to develop the spirits sector as
a whole, together with Chivas Regal, the
world’s leading high-end blended whisky,
in addition to other brands being acquired.
Says Michel Bord: “We must go beyond gin and
integrate all the brands. We won’t segregate gin
and scotch.” :
Michel Bord has a clear vision of the future of
Pernod Ricard in North America: “We will become one
of the major players on the U.S. spirits and wine market,
in particular in the premium whisky categories. Historic
brands, like Wild Turkey Bourbon or fameson Irish whiskey,
will be combined with the newly acquired brands

A bigger, better Group

Pernod Ricard’s approach in North America involves
staying in close touch with the consumer, offering irre-
proachable service and establishing close working rela-
tionship with distributors. Michel Bord also stresses the

importance of “maintaining the values that are

to build new growth potential for each brand.” Exports will give us  our real strength and which differentiate us from
In the gin sector, the immediate goal is to sta- an opportunity our competitors: an entrepreneurial spivit, flexi-
bilise volumes and improve market share. for the growth bility, reactivity to the market and a rejection of
“Exports will give us an opportunity for the of Seagram’s bureaucracy.”

growth of Seagram’s Gin volumes: the brand is
now sold mostly in the United States, with some
volumes in Asia. Since Seagram’s image is very strong in cer-
tatn Asian and Latin American countvies, this could provide

a real opportunity for Seagram’s Gin,” says Mr. Bord.

R\1/%

Gin volumes.

Following the integration, Pernod Ricard will
double its U.S. sales force. Former Seagram
employees, will represent almost 50 percent of the new
organisation's payroll. Gin production will be integrat-
ed, and all the employees of the main gin production




plant in Lawrenceburg, Indiana, will remain on board.
“The integration of Seagram employees provides us with a
unique opportunity to enrich Pernod Ricard’s structure bere,”
says Mr. Bord. “In addition to their knowledge of the brands
we are acquiring, they bring to us their expertise in sectors in
which Seagram was especially strong: outstanding customer
service and its approach to consumers.” Pernod Ricard will
integrate Seagram employees at all levels of the hierar-
chy. Three key positions — on the management, mar-
keting and customer service committee — will be held
by former Seagram employees.

“We notice with pleasure that the Seagram employees are
really enthusiastic about the idea of joining Pernod Ricard,”
says Mr. Bord. A taskforce was set up in advance to han-
dle the transition. “Our goal is to ensure that there will be
no disruption in the excellent service Seagram provides to its
customers,” says Mr. Bord.

Brazil: a platform for growth

operations in Latin America. The group has

acquired nearly all of Seagram’s local business
in the country — including Montilla, the country’s lea-
ding rum; Natu Nobilis whisky; and the popular
Orloff vodka — as well as the distribution of Pernod
Ricard’s international brands. “In inberiting the Seagram
brands, we bave a very strong base in Brazil,” says Richard
Burrows, joint managing director of Pernod Ricard.
“Looking to the future, the acquisition provides us with
a platform in what is one of the most exciting ecomomies
for developing a very strong Pernod Ricard business. Brazil
is a buge economy and has been developing quite fast. It bas
a vibrant population, with a strong middle class. Clearly,
we’re marketing our products to people who are reasonably
well off.”
Pernod Ricard will take on the entire workforce and
management team of the Seagram operations being
acquired in Brazil. The new organisation will contin-
ue to be called Seagram do Brazil, and Edmundo
Bontempo will continue his role as Chairman and
CEO in order to build on the strong goodwill Seagram
has generated in the market.
Richard Burrows believes there is good potential
for growth in the Brazilian market. “Seagram’s business
here was alveady growing, especially thanks to Montilla,” he
says. “ We want to take advantage of and reinforce that
growth. Pernod Ricard’s portfolio gives us the opportunity
to develop new brands in the market, such as Havana Club,
which is still little-known in the country. That’s a dou- P

B razil is the new centrepiece of Pernod Ricard’s

Tequila:
a gateway to the USA

Tequila is yet another Pernod Ricard strength,

with several Mexican tequilas currently in the Group
portfolio: Don Julie (n°1 premium), Olmeca,
recently acquired from Seagram, and Viuda de
Romero, a prestige brand acquired during 2000.
Tequila is made in Mexico from extracts

of the blue agave cactus. Almost two-thirds

of the 160 million litres distilled every year

are exported, with the majority going to

North America, although Europe - especially France,
Germany, ltaly and Greece - has been importing
increasing amounts in recent years and now

“accounts for some 10% of all tequila exports.

Tequila sales are growing by 10% per year

in the global market. :
“Tequila brings additional strength to our
portfolio, because it supports our presence

in the world’s fastest growing drinks category,”
explains the President of Pernod Ricard North

- America, Michel Bord. “Despite the fierce

competition in this sector, our Don Julio, Olmeca
and Viuda de Romero brands are likely to appeal
to real tequila drinkers all over the world.

In the American market, Viuda de Romero is very
well received by the large Mexican communities
in California, Texas, Florida and Chicago,

and it should alse benefit from the general
appetite for Latino American culture,” he says.
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ble positive effect.” Other Pernod Ricard brands will be
introduced on a selective basis. In the future, as in its iy
other markets, Pernod Ricard will be looking for new
growth through appropriate acquisitions. m

Hona Moore R
IN THE FOLLOWING INTERVIEW, RICHARD
BURROWS, JOINT MANAGING DIRECTOR
OF PERNOD RICARD, GIVES US THE
LOW-DOWN onN THE GROUP'S NEW
ORGANISATION: A LEAN, DECENTRALISED
STRUCTURE SET TO GROW PROFITS AND
CONQUER NEW MARKETS.

Richard Burrows

Sustaining 8
entrepr GI]‘

How has the size of the Pernod Ricard workforce
changed as a result of the Seagram acquisition?
Richard Burrows: With the doubling of our spir-
its and wine business, we are adding a maximum of
3,000 employees, which includes a 15% increase in the
sales force. At the same time, the sale of our diversified
activities, including some large production units around
the world, will reduce our workforce substantially,
which means that we will probably be slightly smaller in
the end.

How will profits be affected?

As a result of the Seagram acquisition, we expect

our operational margins to grow by five points and our 7
ONTILLA profits to rise sharply. In any case, we have confidence 4

is the leading in our ability to grow the business by continuing the |

rum in Brazil. -organic growth of our brands, which has been a strong

feature of our recent performance. Just look at the suc-

cessful turnarounds Pernod Ricard accomplished when

s



urial initiative

it acquired a brand like Larios, which went from nega-
tive to positive growth under our direction. Jameson;
Havana Club and Jacob’s Creek have also shown steady
growth since they have been part of our portfolio.

What will the new organisation look like?

We will not change the formula that has always been
highly successful for Pernod Ricard: a decentralized
structure that allows for entrepreneurial initiative in
each sector and market. The brand owning companies
are responsible for defining global marketing strategy
for their brands, and the distributing subsidiaries adapt
and run the business in their respective markets, backed
up by the strengths of our international organisation.
Based on this formula, we have created two new brand-
owners within our group: Martell & Co and Chivas
Brothers, to handle our existing and acquired cognac
and scotch businesses. We will take full advantage of the
impressive expertise of their combined teams. In certain

countries, such as Brazil and India, we will merge our
existing structure into the one acquired from Seagram.
In all cases, we will benefit from Seagram management’s
knowledge of local markets and brands, which will also
serve as a springboard for our international brands into
those markets.

What production facilities will be integrated?

We are taking over the Martell facilities in France, and
all Seagram distilleries and bottling plants in Scotland.
In the United States, we are getting the Seagram’s gin
distillery in Lawrenceburg, Indiana. In Brazil and India,
we are integrating the Seagram production facilities.
At the end of the process, we will have a total of 68
production facilities, with a volume of 46 million cases
of spirits and 17 million of wine per year. m

Interview by Mona Moore
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CHIVAS REGAL SCOTCH WHISKY AND
MARTELL COGNAC WILL BE THE LINCH-
- PINS OF PERNOD RICARD’S STRATEGY
- IN ASTA. AS THE NEW NUMBER TWO SPIR-
ITS AND WINE GROUP IN THE REGION,
PErNOD RicArD 1s INTEGRATING
MOST OF SEAGRAM’S SUCCESSFUL
EXISTING STRUCTURE.

with the acquisition of Seagram activities in

Asia, where the group will leap into the
number-two position. Until the integration, Pernod
Ricard’s presence had been relatively limited, except
in a few countries, such as Japan, where Wild
Turkey and the lychee-based liqueur Dita were
highly successful, while Seagram has had a much
stronger position in the market.
Pernod Ricard’s sales volume in Asia has reached
approximately 3 million cases. The key brands for
the new Pernod Ricard Asia include Chivas Regal P>

B ig changes are underfoot for Pernod Ricard
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in all countries; Wild Turkey and Dita in Japan;
Something Special in Korea; Royal Salute and
1801 in Taiwan; and 100 Pipers in Thailand.
‘Martell cognac also has strong sales

WORLD

the same devotion to the company,” Mr. Dreano says.
“This is why we have not been facing any major inte-
gration difficulty,” he comments, even though some

rationalisation has been carried.out,

in China, Singapore and Malaysia. Pernod Ricard’s sales mostly in the area of central services
Other brands, such as Jameson, volume in Asia rather than in the operational com-
Havana Club and Jacob’s Creek, have  has reached approximately  panies. Philippe Dreano has a high
already demonstrated potential for 3 million cases. opinion of the Seagram workforce in

growth in Asia and will benefit from

Pernod Ricard’s reinforced structure and reach in
the region.

Pernod Ricard has become the leading foreign dis-
tributor in China. According to Philippe Dreano,
chairman and CEO of Pernod Ricard Asia, the
group will make Chivas Regal Scotch whisky and
Martell cognac, two international brands that are
extremely strong in Asia, the basis of its new com-
mercial strategy. While Asia is smaller (in volume
sold) than Europe or North America, he says, “it is
a market in which premium ov even super-premium
spirits are very important”. He gives the example of
the 21-year-old version of Chivas, the highly pro-
fitable Royal Salute, which is sold primarily in Asia,
especially in Taiwan. “It’s what makes Asia so impor-
tant for the Chivas brand,” says Philippe Dreano.
Pernod Ricard has made a concerted effort to bring
the key executives of the Seagram organisation in
Asia on board, a goal that has been achieved. “Now
that we have the brand and the people, we are almost
there,” says Mr. Dreano.

The transition of the Asian market from Seagram to
Pernod Ricard is going smoothly. A taskforce had
been set up to prepare every detail, long before the
actual merger, headed by Philippe Dreano. He
worked closely with Ramesh Vangal, the former
chairman of Seagram Asia-Pacific, who continues as
the president of Pernod Ricard Asia, and colleagues
in the finance, marketing and human resources
departments to prepare for the integration.

Most of the structure, employees and activities of the
Seagram organisation have been retained by Pernod
Ricard, with the exception of South Korea. “We could
say that what took place in the vegion is almost an inte-
gration of the activities of Pernod Ricard into Seagram,”
says Mr. Dreano, “vather than the other way around.
There has been no disruption.”

During his meetings with Seagram directors and key
managers in the finance, marketing and sales depart-
ments in Asia, he found that the company cultures of
Seagram and Pernod Ricard were quite similar.
“I saw the same motivation, the same professionalism,

M

Asia: “They bave succeeded in accom-
plishing an amazing turnaround of Seagram in Asia
during the past two years. With the Pernod Ricard and

Seagram combined forces, I am now looking forward to

many years of success in Asia,” he adds. m




1a, a tremendous |

ollowing the acquisition of Seagram
F operations in India, with its population

of over 1 billion and a potential middle-
class market of 150 million consumers, Pernod
Ricard has become the number one foreign
producer in the country. The key brand
acquired is Royal Stag, the leading premium
whisky in the market, with a volume of nearly
800,000 cases.

IN THE LONG TERM India represents
a tremendous opportumty for Pernod Ricard.

opportunity

With its fast-growing economy and burgeoning
middle class, India has great potential but is a highly
complex market, with its different languages, reli-
gions and cultures, and patchwork of federal states,
each with its own rules and regulations. While import
restrictions on distilled spirits have been lifted, taxes
on them remain extremely high. In spite of this,
Seagram India is already importing Chivas Regal.
Pernod Ricard established a foothold in India in
1995 with the acquisition of United Agencies Ltd.,
based in Delhi. “Now that Pernod Ricard bas acquired
the number-two multinational drinks company oper-
ating in India, it gives us a new base for the future,” says
Richard Burrows, joint managing director of Pernod
Ricard. Royal Stag, an “Indian Made Foreign Liquor”,
is a popularly priced product that “bas shown terrific
growth. It forms the nexus of our portfolio in India,” says
Mr. Burrows. United Agencies Ltd. has been inte-
grated into Seagram India, taking on its entire man-
agement staff and workforce.

“In the long term, India vepresents a tremendous oppor-
tunity for Pernod Ricard,” says Mr. Burrows. “We see
strong growth in the prosperity of the people and strong
growth in the population itself. Put those two together,
and India becomes a very important market for Pernod
Ricard in the future There’s lots of opportunity to grow
the business we’re taking over from Seagram organical-
by because of the federal nature of the market — there are
many states where Seagram is not yet properly implan-
ted and where it’s not doing business. I believe there will
also be opportunities for acquisitions in the future.”
Pernod Ricard’s strong position in India will give
it a base for reaching out to markets throughout
South Asia, including Sri Lanka, and the Gulf, with
its enormous potential market and large population
of Indian migrant workers. Countries such as
Sri Lanka, Bangladesh, Pakistan and Nepal will
all be serviced from India. m

Mona Moore
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Pierre Pringuet

Still room for

"THE INTEGRATION OF SEAGRAM MARKS A TURNING POINT IN THE EVOLUTION OF PERNOD
RICARD AND REPRESENTS A STEP FORWARD BUT NOT THE LEAST IN THE GROUP’S ACQUISITIONS
POLICY. PIERRE PRINGUET, JOINT MANAGING DIRECTOR OF PERNOD RICARD, FILLS US IN.
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Does the purchase of brands from Seagram mark
the end of your acquisition policy?

We have been making acquisitions on a fairly regular
basis for several years now, and our purchase of brands
and activities from the Seagram Group is a major
transaction that doubles the size of Pernod Ricard.
Naturally, opportunities like this don’t present them-
selves every day, and it says something about us that
our Group was able to seize this opportunity and come
forward with the winning bid. Many thought us inca-
pable of bringing it off. The short-term priority for
Pernod Ricard is to integrate the assets we have acqui-
red, whilst maintaining the growth of our existing spi-
rits and wine activities. As for whether or not we have
achieved our final objectives in terms of external grow-
th, the answer is simple: no. This major transaction
illustrates the Group’s complete refocusing on its tra-
ditional core business, but does not mean that concen-
tration has gone as far as it can in this industry. On the
contrary, we will continue to look for other acquisition
opportunities that will help us strengthen our network
and brand portfolio. :

Nevertheless, buying all these brands from Seagram
has meant that you have had to abandon your pre-
vious-acquisition programme, hasn’t it?

We still plan to implement our programme. In Poland,
for example, we have just completed our acquisition of
Agros, one of the leading groups in its industry and the
largest exporter of Polish vodka, including Wyborowa.
At the same time, we have recently taken control of
Wyborowa, Lodowa and Premium vodka production
(see mext page), with the purchase of the polmos - or sta-
te-owned distillery - in Poznan. These acquisitions were
very important because vodka is the world’s best-selling
spirit. We have just completed with another privatisation,
project in the Czech Republic, the acquisition of P

Armenian brandies

Prior to its purchase by Pernod Ricard in 1999,
the Yerevan Brandy Company, which produces
Armenian brandies in Erevan, Armenia,

was a company in decline. its products

were sold in only three countries, and falling
production levels in the wake of the 1998 Russian
economic crisis had reduced output to 1 million
litres per year and turnover to just $6.75 million.

When it joined the Group, the Armenian
company’s eight brandies - including

the famous Ararat - immediately benefited
from Pernod Ricard’s global distribution
network and production expertise.

The result has been that the company’s brandies
are now sold in 21 countries notably Western
Europe, Scandinavia, the Baltic States and

North America), annual production has risen to
3 million litres and turnover is now $23 million.

K\T/73 v . ~n
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Jan Becher, the company that produces Becherovka, the
bitters brand so popular in Eastern Europe.

Could you describe the financial package of Seagram?
The cost of acquiring the wines and spirits activities of
Seagram totals 8.15 billion dollars, of which 3.2 billion
is being paid by Pernod Ricard. The acquisition is being
financed through borrowing and is structured as follows:
3.5 billion euro of senior debt, 500 million euro raised
through the issue of convertible bonds and a 1 billion
euro bridging loan, repayable on disposal of the Group’s
diversification activities (Orangina-Pampryl-Yoo-Hoo,
Sias-MPA, fruit preparations, and wholesale distributor
BWGQ). These figures also include pre-acquisition debt
refinancing.

Pernod Ricard used bank loans to finance part of
the Seagram acquisition. Will it still be possible
to acquire new brands given the Group’s level of
indebtedness?

Clearly, Pernod Ricard must now digest this major
transaction, which has increased its level of borrowing,
but we are very optimistic in this respect. In fact, we now
believe that we will be able to repay the 5 billion euro
borrowed to finance this acquisition more rapidly than
we initially thought. The sale of our non-core activities
will exceed the amount of the bridging loan by a billion
euro, and we generated a large cash flow in 2001. This
means that in less than five years, the Group will return
to its pre-acquisition debt levels.

How and in which parts of the world will Pernod
Ricard continue its acquisition policy?
We are looking for major global brands — of which very
few are available for sale — and spirits brands with a
strong national identity because they have solid distri-
bution networks and well-established customer bases.
Geographically, there is still room to strengthen our
positions in North America, South America, Asia and
-Eastern Europe. So acquisitions and organic growth
—where our results have -been strongest over several
years ~ are the two central pillars on which our growth
will be built. The soundness of this policy is recognised
both by shareholders and the market, as recent move-
ments in our share price have demonstrated. m

Interview by Alain-Xavier Wuest
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Wyborowa SA

Pernod Ricard

How the Wyhorowa
acquisition works

The Group has just acquired a 80% holding

in the polmos (state-owned distillery) in Poznan.
This acquisition, part of the Polish spirits industry
privatisation, involves a transaction of some

82 million euro. Built during the 1930s, this polmos
is Poland’s second largest distillery in terms of volume.
In addition to the famous Wyborowa brand, which

is triple-distilled exclusively from rye grain,

the distillery also produces the Premium

and Lodowa vodkas.

Alongside this acquisition, Pernod Ricard has
increased its holding in the Agros food group from
37% to 100%. Agros Holding SA owns the export
rights to the Wyborowa brand. The vodka was already
being successfully sold on the international market
through the Pernod Ricard network, especially

in France and the USA, but also in Mexico and Asia.
These two parallel transactions have enabled the
Group to unify its ownership of the Wyborowa
brand, in both domestic and export markets.

Pernod Ricard has also signed an agreement

with the Bialystok polmos to distribute Zubrowka,
the famous Polish bison grass vodka, throughout
Europe (excluding Poland and Russia).

Finally, the Poznan polmos has merged with the
Group’s former Polish spirits distribution network.
The new company, to be known symbolically

as Wyborowa SA, has one of the best distribution
networks in the Polish market and a well-rounded
portfolio of brands. That portfolio includes not only
the traditional vodkas still very much enjoyed

by Poles, but also the Group’s international range,
most notably Chivas Regal, Martell, Jameson and
Havana Club, alf of which have huge growth potential
in Eastern Europe.

INT



WITH ALMOST 5 BILLION EURO IN LOANS, PERNOD RICARD NOW HAS THE RESOURCES IT g
NEEDS TO FUND ITS ACQUISITIONS AND REFINAN: CE ITS EXISTIN G DEBT AT THEE; SR

- SAME TIME, THE GROUP HAS LAUNCHED A PROGRAMME OF SELL OFFS TO DIVEST ITSELF OFALL ?
ITS NON-ALCOHOL. AND DISTRIBUTION ACTIVITIES GROUP F]NANCE DIRECTOR LAURENT:‘ :

LACASSAGNE EXPLAINS.

LAURENT LACASSAGNE,
Group Finance Director.

How is Pernod Ricard’s debt cur-
rently structured?

It is made up of a senior debt of
3.5 billion euro repayable over five
years, a short-term bridging loan of
1 billion euro and a 500 million euro
convertible bond issue.

These borrowings give us the flexi-

R\1/%

bility to proceed with new transac-
tions should the opportunity arise: "~

Which sectors of activity is the

Group withdrawing from?
In November 2001,

market leader in fruit preparation -
present on every continent - and
BWG, our Irish and British distribu-
tion activity. We will then be seeking
a buyer for the recently restructured
CSR, France’s leading producer of
cider and fruit juice.

How will these sell-offs help the

. Group reduce its indebtedness?

“The total amount we raise fromt. the R
S sell-offs will cover most of our brldg—‘ L B
ing loan "The disposal processis pro- - ..

we sold
" Orangina-Pampryl and Yoo-Hoo-to
- the Cadbury Schweppes Group for
700 million euro, to which a further .
35 million euro will be.added after -
2004. Earlier in the year, Ttalcanditi -
and San Giorgio Flavors, two Italian
' companies in the fruit preparation
-sector, were sold. : \
Negotiations are- also underway
for the sale of Sias-Mpa, the world -

“and reduce financial charges.
" For example the. proceeds of the
_Orangina sale came in-even before
- the acquisition of Seagram s actwmes ;

How do you plan to finance the
' restructuring required to inte-

Pernod Ricard and Diageo? _
‘We will not be integrating all the

“This applies, for example, to Four

- Oddbins, a major. UK off-licence
‘chain. The revenue generated from
‘the onward sale of these activities

gressmg faster than we expected ‘
allowing us to repay the loan sooner.- L

was ﬁnahsed

grate the Seagram activities into = ;

Seagram spirits and wine activities,
because we intend to sell-on some of
them - the venture assets. '

Roses bourbon, Sandeman port and
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