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Disclaimer 

THIS PRESENTATION IS FOR INFORMATIONAL AND EDUCATIONAL PURPOSES ONLY AND SHALL 
NOT BE CONSTRUED TO CONSTITUTE INVESTMENT ADVICE. NOTHING CONTAINED HEREIN SHALL 
CONSTITUTE A SOLICITATION, RECOMMENDATION OR ENDORSEMENT TO BUY OR SELL ANY 
SECURITY OR PRIVATE FUND MANAGED BY T2. SUCH AN OFFER WILL BE MADE ONLY BY AN 
OFFERING MEMORANDUM, A COPY OF WHICH IS AVAILABLE TO QUALIFYING POTENTIAL 
INVESTORS UPON REQUEST. AN INVESTMENT IN A PRIVATE FUND IS NOT APPROPRIATE OR 
SUITABLE FOR ALL INVESTORS AND INVOLVES THE RISK OF LOSS.  
INVESTMENT FUNDS MANAGED BY WHITNEY TILSON AND GLENN TONGUE OWN STOCK IN MANY 
OF THE COMPANIES DISCUSSED HEREIN. THEY HAVE NO OBLIGATION TO UPDATE THE 
INFORMATION CONTAINED HEREIN AND MAY MAKE INVESTMENT DECISIONS THAT ARE 
INCONSISTENT WITH THE VIEWS EXPRESSED IN THIS PRESENTATION.  
WE MAKE NO REPRESENTATION OR WARRANTIES AS TO THE ACCURACY, COMPLETENESS OR 
TIMELINESS OF THE INFORMATION, TEXT, GRAPHICS OR OTHER ITEMS CONTAINED IN THIS 
PRESENTATION. WE EXPRESSLY DISCLAIM ALL LIABILITY FOR ERRORS OR OMISSIONS IN, OR THE 
MISUSE OR MISINTERPRETATION OF, ANY INFORMATION CONTAINED IN THIS PRESENTATION. 
PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS AND FUTURE RETURNS ARE NOT 
GUARANTEED. 
T2 PARTNERS MANAGEMENT LP IS A REGISTERED INVESTMENT ADVISOR. A COPY OF T2’S 
DISCLOSURE STATEMENT (PART II OF FORM ADV), WHICH CONTAINS MORE INFORMATION ABOUT 
THE ADVISOR, INCLUDING ITS INVESTMENT STRATEGIES AND OBJECTIVES, CAN BE OBTAINED BY 
CALLING (212) 386-7160. 
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We Think We‟re Likely in A Range-Bound Market – And 
With Interest Rates Low and P/E Multiples High, It‟s Hard to 
See How a Sustained Bull Market Could Occur 

Source: Ned Davis Research; WSJ Market Data Group; appeared in WSJ 6/16/09; GNP and 
interest rate data: “Warren Buffett on the Stock Market”, Fortune, 12/10/01 

Gain in 

GNP 

 373% 

Gain in 

GNP 

 177% 

Interest Rates on Long-Term Govt. Bonds 
12/31/64: 4.20%        12/31/81: 13.65%       12/31/98: 5.09%  

Range-bound markets 

See: Active Value Investing: Making Money in Range-Bound Markets by Vitaliy Katsenelson 

16 years 13 years 17 years 10+ years 
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Based on Inflation-Adjusted 10-Year Trailing 
Earnings, the S&P 500 at 20.4x Is Trading at a 
25% Premium to Its 130-Year Average of 16.3x  

Source: Stock Market Data Used in "Irrational Exuberance" Princeton University Press, 2000, 2005, updated, Robert J. Shiller. 
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 Our Presentation at the Value Investing 
Congress Two Years Ago (May 7, 2008): 

Title: “Why We Are Still in the Early Innings of 
the Bursting of the Housing and Credit 
Bubbles – And How to Profit From It” 

Conclusion: “Things Are Terrible And There’s 
No Sign of a Bottom” 



Slide From Presentation at Value Investing Congress, May 7, 2008: 

Longs 
1. Berkshire Hathaway 
2. Fairfax Financial 

Shorts 
1. Allied Capital 
2. Ambac 
3. Bear Stearns  
4. Capital One Financial 
5. Farmer Mac 
6. General Growth 

Properties 
7. Lehman Brothers 
8. MBIA 
9. Moody’s  
10. PMI  
11. Simon Property Group 
12. Wachovia 
13. Washington Mutual 

How to Profit From the Upcoming Train Wreck 
(In alphabetical order.  Do your own work, positions may change at any time, yada, yada, yada.) 
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Berkshire Hathaway And Fairfax 
Financial Since May 7, 2008 

Source: BigCharts.com. 
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Lehman Brothers, Bear Stearns, 
Wachovia and WaMu No Longer Exist 

Source: BigCharts.com. 
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Of the Other Nine Shorts, All Declined at Least 
60% and Are Still Down an Average of 40%  

Source: BigCharts.com. 



More Mortgage Meltdown  
Was Published in May, 2009 



Background on the U.S. Housing Market 
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There Was a Surge of Toxic Mortgages 
From 2000 to Mid-2007 

 
Source: Inside Mortgage Finance, published by Inside Mortgage Finance Publications, Inc. Copyright 2009. 
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Private Label Mortgages (Those Securitized by 
Wall St.) Are 15% of All Mortgages, But Account 
for 28% of Nonperforming Mortgages  

15% of the mortgages that were 
sent to Wall Street account for 28% 
of the nonperforming loans 

Source: Inside Mortgage Finance. 

Approximately two-thirds of homes – 56 million – have mortgages, worth a total of $11 trillion 

Agency MBS 
$5.2T 

Private Label 
Universe 

$1.7T 

Unsecuritized 
$4.0T 
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The Mortgage Market Has Effectively 
Been Nationalized 

 
Source: Amherst Securities. 
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Housing Prices Have Fallen Sharply 

 
Source: Amherst Securities. 
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The Sharp Drop in Housing Prices, Combined with Low 
Interest Rates, Has Made Housing Very Affordable 

 
Source: Amherst Securities. 
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In Addition to Affordability, Two Primary 
Factors Have Been Driving Home Sales 

• The $8,000 First-Time Buyer and the $6,500 
Repeat Buyer Federal Tax Credits (expired 
last Friday) 

• Every loan officer and realtor has recently 
been telling buyers that rates will soar when 
the Fed ceases the MBS purchase program 
so “you’d better buy now!” 
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Existing Homes Sales and Inventory Have Gyrated Wildly in 
Recent Months, But Inventory Is Still Well Above Historical 
Levels – And Shadow Inventory Lurks 

Source:  NATIONAL ASSOCIATION OF REALTORS® Existing Home Sales data series. 
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Delinquencies and Inventory Overhang 



21 

More Than 14% of Mortgages on 1-to-4 Family Homes 
Were Delinquent or in Foreclosure as of Q4 2009 

 
Source: National Delinquency Survey, Mortgage Bankers Association; T2 Partners estimates. Note: Delinquencies (30+ days) are seasonally adjusted. 
 

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

10%

11%

12%

13%

14%

P
er

ce
nt

ag
e 

of
  H

om
e 

Lo
an

s

In foreclosure 

30, 60 or 90 days delinquent  



22 

The Current “Housing Overhang” Is More Than 7 Million 
Homes – Which Doesn‟t Include Any New Defaults, Which 
Are Running at Approximately 300,000/Month! 

Source:  Mortgage Bankers Association, Loan Performance, Amherst Securities. 
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The 7+ Million Homeowners in Default Are Saving $8-
$12 Billion Per Month, or $100-$150 Billion Annually 

Source:  Mark Hanson Advisors. 
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Banks and Servicers Have Sold Down Their REO, 
But the Number of Seriously Delinquent and 
Foreclosed Loans Continues to Grow 

Source:  Loan Performance, Amherst Securities. 
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Banks and Servicers Have Dramatically 
Slowed the Foreclosure and REO Process 

Source:  Loan Performance, Amherst Securities. 
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Of Homeowners Who Haven‟t Made a Payment in 
a Full Year, 23.6% Haven‟t Been Foreclosed Upon 

Source:  Loan Performance, Amherst Securities. 



Modifications and 
Underwater Homeowners 



Trial Modifications Surged and Are Now Declining, 
and Both Permanent and Cancelled Ones Are Up 

Source: US Treasury, in GS report, 4/21/10. 28 



Lower Debt-to-Income (DTI) Loans 
Perform Much Better 

Note: Monthly Transition Rate (sTr): % of loans becoming 60+ days delinquent for the first time, quoted on a monthly basis. 

Source:  Loan Performance, Amherst Securities. 29 



But Re-Default Rates for Modified Loans Are Very High, 
Even When Monthly Payments Are Reduced Sharply 

Source:  Loan Performance, Amherst Securities. 30 



Homeowners With Equity In Their Homes 
Are Unlikely To Default 

Source:  Loan Performance, Amherst Securities. 31 
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Being Underwater Is a Much Bigger 
Driver of Defaults Than Unemployment 

Source:  Loan Performance, Amherst Securities. 

Prime Loans 
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The Mortgage Crisis is Shifting From One in 
Which Defaults Are Driven by Resets to 
Underwater Borrowers Being the Primary Driver 

Example: 
  First-lien 
mortgages in 
California that 
were originated in 
2006 went from 
$165,000 of 
equity to an 
average negative 

equity of 
$149,000 by 
Sept. 2009.   
  The cumulative 
default rate 
tracked this loss 
of equity, rising 
from 1.0% to 
48.5%. 0%
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What the Future Holds 
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Foreclosure Filings Have Increased 
Dramatically 

• 367,056 foreclosure filings during March were up 19% sequentially and up 8% year-over-year. 
• 2.2% of all U.S. housing units (one in 45) received at least one foreclosure filing in 2009.  

Note: Foreclosure filings are defined as default notices, auction sale notices and bank repossessions.   

Source: RealtyTrac.com U.S. Foreclosure Market Report.  
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Distressed Sales Have Started to Rise Again 

Sources: First American CoreLogic. 36 
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Home Prices Increased Every Month From May-
September, then Fell October-February 

Source: S&P Case-Shiller 20-city index, non-seasonally adjusted. 
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Home Prices Are Always Strong in the 
Spring and Early Summer 

Source: S&P Case-Shiller 20-city index, non-seasonally adjusted. 
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If Home Prices Drop 10%, the Percentage of 
Underwater Homeowners Would Increase by 56% 

Source:  Loan Performance, Amherst Securities. 

Dec. ‘09 

June ‘09 
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HELOCs and Home Equity Loans Soared 
in Popularity During the Bubble  
$842 Billion Outstanding as of Q4 „09 

Note: Does not include approximately $200 billion of securitized HELOCs and junior liens.  Source: FDIC Quarterly Banking Profile. 
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More Than Half of HELOCs and Second 
Liens ($442B) Are Owned by the Big 4 Banks 

Source: American Bankers Association’s Consumer Credit Delinquency Bulletin; Amherst Securities using data from Inside Mortgage Finance 
and the FDIC Quarterly Banking Profile. 
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Delinquencies of HELOCs and CESs Are 
Soaring 

Source: FDIC Quarterly Banking Profile. 
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When They Mature, Most CMBS Loans Today Are 
Simply Being Extended, With No Loss Taken 

Source: Intex, Amherst Securities. 
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Investment: Short Homebuilders Via iShares Dow 
Jones U.S. Home Construction Index (ITB) 



ITB Is Down from Its Peak, but  
Up 133% From Its March 2009 Lows 

Source: Census Bureau 
Source: BigCharts.com. 

45 



Many Homebuilders Are Quite Leveraged 

Source: Census Bureau 
Source: Company filings. 
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Many Homebuilders Have 
Too Much Inventory 

Source: Census Bureau 
Source: Company filings. 
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Many Homebuilders Are Trading at 
Substantial Premiums to Book Value 

Source: Census Bureau 
Source: Company filings. 
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The Return of the King 



Anheuser-Busch InBev 

 One of the world’s leading consumer products companies 

 A result of the merger of Anheuser-Busch and InBev 

 Transaction transformed company 

 Leapfrogged competition in beer volumes,  

revenues and EBITDA 

 Largest global brewer across all metrics 

 Investment thesis 

 Stable, high-quality business with pricing power 

 Best of breed, owner-oriented management 

 Density in major markets creates high margins, returns 

 Pro forma for deleveraging and synergies,  

trades for 8.5x 2012 free cash flow 

Tickers: 
NYSE: BUD 

Euronext: ABI 
 

Recent stock price: 
$48 / €36 

 
Market cap:  

$80bn 



Beer: A Very High Quality Business 

 Stable:  All top brewers grew revenues over the last  
 two years on an organic basis; affordable luxury 

 Profitable:  Margins expand with scale and revenues 

 Regional economies of scale are key for 
 high EBITDA margins 

 Wide moat:  Attractive returns on capital 

 Profitability requires scale and distribution penetration 
 Investment in marketing and advertising to build the brand 

franchise 

 Timeless:  Beer is one of the world’s oldest prepared 
beverages. Earliest known chemical evidence dates from 3,000 
BC. By the 7th century AD, monasteries were selling beer 
commercially. This is not a business that will disappear. 



The Genesis of AB-InBev: AmBev 

 It all began with Brahma in Brazil 

 In 1989, three Brazilian investors – Jorge Paulo Lemann, Carlos Alberto Sicupira and 
Marcel Telles – bought the brewer Companhia Cervejaria Brahma for $50 million 

 Ten years later, the trio merged Brahma with its main Brazilian rival, Companhia 
Antártica Paulista in exchange for $1 billion in stock 

Antártica, 

formed in 1885 

Brahma, 

formed in 1888 

+ = 

AmBev,  

formed in 1999 



AmBev: A South American Powerhouse 

 In 1989 Brahma was the #2 brewer in Brazil, and losing ground rapidly 

 After acquiring Brahma, the trio cut workforce in half and raised EBITDA eightfold to 
$500m (R$903m) on $1.8bn in sales in 1999 (28% EBITDA margin) 

 By 2000, AmBev was the world’s third largest brewer by volume sold, after Anheuser 
Busch and Heineken; largest brewer in Latin America today and 4th in the world. 
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AmBev: A South American Powerhouse 

 Brazil is the world’s 4th largest beer market in the world, and growing 

 AmBev has 68% of the Brazilian beer market and 18% of the carbonated 
and non-carbonated soft drinks market 

 Opportunity in premium beer segment: from 2% of total market in 1998 to 
5% in 2008 

Exclusive bottler and distributor of Pepsico’s 
products in Brazil; Pepsico’s largest bottler 
outside of the United States 

 

Market leader in 
Argentina, Bolivia, 
Paraguay and Uruguay 

 



Meanwhile in Belgium… 

 Interbrew was a collection of brands dating back to 1366; by 1993, it was still 
focused on its home market of Belgium 

 With the saturation of the beer market in Western Europe, Interbrew began an 
aggressive expansion plan 

 Through acquisition of Labatt, Interbrew obtained a market share of 43% in 
Canada 

 Other acquisitions followed; in the 10 years to 2004, Interbrew had the 
industry’s fastest growth in EBITDA per share 

 That year, it was the third largest global brewer by volume, with Anheuser-
Busch in first place and SABMiller in second 

 By then it had well-known global brands such as Stella Artois, Beck’s, Bass, 
Leffe, Labatt and Hoegaarden 

 



The Merger: Interbrew + AmBev 

 Finally, in August 2004 Interbrew merged with the world’s fifth largest brewer (and 
world’s most profitable), AmBev, creating InBev 

 The transaction was in the form of a stock swap; the three original investors in 
Brahma – who got in for $50m in 1989 – now owned a 25% economic interest in the 
combined company and, together with the founders of Interbrew, control over 54% of 
the company 

 

Marcel Telles 



Do What They Do Best: Cut Costs  

 Interbrew had grown dramatically and had become bloated 

 AmBev’s management quickly took over the Belgium headquarters and implemented 
their signature cost cutting measures, Zero Based Budgeting, and other efficiency 
programs 
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InBev‟s New Goal: Biggest to Best 

 Through merger synergies, management was able to beat its 30% EBITDA margin 
by 2007 goal 

 Rolled out the same compensation incentive programs first used at Brahma 

Source: Company financials, T2 Partners estimates. Historical euro numbers converted to USD at EUR/USD = 1.35. 



Next: Anheuser-Busch 

 In 2006, InBev gave Anheuser-
Busch exclusivity as the 
importer of its premium brands 
(Stella Artois, Beck’s, Bass 
Pale Ale, Hoegaarden, Leffe 
and others) 

 Stella Artois alone grew 60% in 
the U.S. compared with 2005 
volumes  

 With a stagnant stock price, no 
controlling shareholder, and 
increasing competition,  

     Anheuser-Busch became vulnerable to a large acquirer 

 In 2008 the opportunity arose for InBev to acquire Anheuser-Busch for around 
$52bn, or about 10x EBITDA, ending 148 years of leadership by the Anheuser and 
Busch families 

 



Cutting the A-B Fat 

 InBev’s management wasted no time: the transaction closed on Nov. 18 and by Dec. 
31 there were $250m of realized merger synergies, with 1,000 jobs slashed before 
the deal even closed 

 Synergy guidance was raised from $1.5bn to $2.25bn in early 2009, with $1.0bn to 
be realized that year; the goal was beat, with $1.1bn in 2009 

 With diminishing gains in market share, new era for beer makers: cutting the fat 



What Happened in 2009 

 2009 was the first full year of Anheuser-Busch 
integration 

 $787m in working capital efficiencies in 2009; more to 
come in 2010 

 Capex reduced by $1bn 

 Deleveraged balance sheet from 4.7x to 3.7x net debt 
to EBITDA 

 Refinanced acquisition debt facilities and extended avg 
maturity from 4 years to 7 

 Aggressive disposal program (sold Busch Gardens, 
Tsingtao, can lid manufacturer, Central European beer 
operations and others) with $6.2bn in cash proceeds 

 Launched ADR program, bringing “BUD” ticker back to 
the NYSE 



AB-InBev Today: A Snapshot 

 $12bn in EBITDA, over 200 brands, and 13 brands with over $1bn in sales 

 Growth of 16.6% in EBITDA during 2009, margin up to 35.5% (415 bps sequentially) 

 In its top 31 markets, AB-InBev is #1 or #2 in 25 of them 

 Dominant brewer in 7 of top 10 markets: 

 
Market 

Volumes 

(’000 hL) 

Market 

Position 

Market 

Share 

USA  122,356  1 49% 
Brazil Beer 76,276  1 69% 
China 48,914  3 11% 
Russia 16,563  2 16% 
Argentina Beer 12,863  1 74% 
UK (including LBS & Ireland) 12,696  1 22% 
Canada 11,238  1 42% 
Ukraine 10,436  1 40% 
Germany, Switzerland, and Austria  9,244  2 9% 
Belgium  5,627  1 58% 



AB-InBev Today: A Snapshot 

 Top two markets are most profitable per hectoliter: North America & Brazil 

 Tremendous opportunity for volume growth and margin expansion in China 

 

 6,225  

 3,493  

 1,072  

 879  

 385  

 259  

North America

LatAm North (Brazil)

Western Europe

LatAm South (Argentina, et al)

Central and Eastern Europe

China

 133,593  

 109,794  

 32,333  

 33,319  

 27,454  

 48,914  

EBITDA Contribution Volumes (’000 hL) 

Source: Company financials, T2 Partners estimates. EBITDA does not include -204m of consolidation not attributable to any particular segment. 



Why AB-InBev is Cheap 

 Modelo, brewer of Corona in Mexico, is 50.2% owned by AB-InBev; free cash flow 
not consolidated in financial statements 

 No credit for remaining synergies of $890m  

 Achievement of target net debt / EBITDA of 2x will release another $800m in cash 

 Assuming no growth or additional margin improvements, goal is very achievable by 
early to mid 2012 

  2010 2011 2012 
Cash from operations 9,200   9,700   10,090  
Cash from deleveraging 163  358  
Synergies 500  390  - 
Dividend & capex (2,580)  (2,580)  (2,580) 
Cash for debt paydown 7,120   7,673  7,868  
    
Gross debt  41,944   34,271   26,402  
Cash & equivalents (3,890)  (3,890)  (3,890) 
Net debt  38,054   30,381   22,512  
EBITDA  12,609   13,162   13,521  
Net debt / EBITDA  3.0 x  2.3 x   1.7 x  

Even assuming no growth, margin 
expansion or further working 
capital release, we think the goal 
of 2.0x net debt / EBITDA is very 
achievable by 2012. 



Adding Up the Cash 

 Because AmBev is 62% owned by AB-InBev and has higher margins, we must do a 
“look-through” FCF analysis to arrive at FCF attributable to AB-InBev: 

Source: Company financials, T2 Partners estimates. Capex per  guidance and estimate of maintenance capex. 

AB-InBev FY09 (in US$ '000)   
Consolidated cash from operations      9,124  

Capex   1,713  
A Consolidated FCF  7,411  

AmBev FY09 (in R$ '000)   
Cash from operations    8,697  

Capex   1,306  
B FCF   7,391  

C Ownership of AB-InBev 61.87% 

D = (1 - C) * B AmBev FCF not attributable to AB-Inbev, in R$     2,818  
E BRL/USD (at period end)       0.56  

F = D * E  FCF not attributable, in US$   1,588  
A - F FCF attributable to AB-InBev   5,823  



Pro Forma 2012 Free Cash Flow 

 Given management’s tremendous track record over the past two decades integrating 
acquisitions and growing the business, we believe synergies and growth are very 
achievable: 

USD ’000 
FCF attributable to AB-InBev (2009)  5,823  

(+) Organic growth  1,000  

(+) Remaining synergies  890  

(+) FCF improvement from deleverage, fully taxed  800  

(+) FCF from Modelo (look-thru, 2009E)  500  

Pro forma FCF  9,013  

Diluted shares outstanding  1,593  

FCF / share  5.66  
Recent price  $48.30  
Price / FCF multiple 8.5 x  

Source: Company financials, T2 Partners estimates. Assumes tax rate at 27%, high end of guidance. 



Potential Upside 

 We believe a company of this quality, dominance, and growth potential deserves an 
above-average multiple: 

 

 

 

 Or, to look at it another way, you can currently buy BUD with an entry FCF yield of 
10% for a business that can probably grow at GDP + inflation for a long time, giving 
you a long term IRR of at least 15% without any multiple expansion. 

 Future opportunities include: 

 Acquisition of remaining 49.8% of Modelo that AB-InBev doesn’t yet own, 
creating further synergies 

 New product launches 

 Acquisitions 

Multiple 14x 15x 16x 
Stock price $79  $85  $91  
2-yr IRR 28% 33% 37% 



Questions? 


