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Price Target: $54.38

Key Statistics as of 11/10/2016
Market Price:
Industry:
Market Cap:
52-Week Range:
Beta:
NOPAT Margin:
ROIC:
ROE:

Siena Market Line
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$46.21
Beverages
$2.1B
$32.35-64.73
0.60
10%.
28.7%
24.6%

Catalysts:


Short-Term: Earnings call on December, 8th
2017.



Mid/Long-Term: Health and wellness awareness.



Mid/Long-Term:
program.

President-elect

healthcare

Company Description:
Headquartered in Fort Lauderdale, FL National Beverages Corp. is a holding company founded in 1985 that markets,
manufactures, and distributes a diverse portfolio of flavored beverage products. Its portfolio includes multi-flavored and
cola soft drinks, juice, flavored carbonated and spring water products. The company sells principally its products to
supermarkets, restaurants, schools, hospitals, national chains and convenience stores. As of 2016, National Beverage
Corp. was ranked as the fourth largest branded carbonated soft-drink in the United States.
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Thesis

Breakout Year

National Beverage Corp. represents the future of the
soda industry. The world is changing and the demand for
healthier products is increasing while the consumption
of soda decreased considerably in the United States near
its 30-year low. National Beverage business model based
on innovation and creativity, and its growth strategy are
supported by strong financial performance and FIZZ
represents an opportunity for investors seeking for
growth investment. Given the actual economic and
political outlook, incentives to save and lower healthcare
costs are omnipresent. As a matter of fact, the company
recorded outstanding financial results in 2016
outperforming all expectations, and is expected to settle
its success in the following years (Exhibit 1).
Exhibit1:

National Beverage Corp. beat and surpassed all
expectations in FY2016. Through innovation and
creativity, the company succeeded to reach strong
financial performance and to expand its brand
recognition in the United States; the company has been
rewarded for leading innovations and was ranked 1st line
of diet soft drinks, and 1st nationally distributed full
flavor line. As of today, National Beverage owns the
leadership role in the healthy sparkling water category,
and its future growth is undeniable. First, the company’s
revenues and net income outperformed and surpassed
expectations offering high revenues and growth margin,
which will lead the price to rise (Exhibit 1). Second,
because health and wellness awareness has increased
significantly, the demand for healthy products increased
while the soda consumption falls to 30-year low
(Exhibit 2).
Exhibit1:

That being said, National Beverage Corp. emphasizes
organic growth through a diverse portfolio of products
composed of juices, water, soft drinks, teas, lemonades,
and sports drinks that satisfy and target the preference of
crossover consumers.
In a changing society, National Beverage Corp. appears
as a lifestyle brand that meets customers demand on a
perfect timing.
I recommend that we buy National Beverage Corp. stock
which is currently undervalued – I expect the price to
rise around $50-$55 in the future.

Exhibit2:

National Beverage Corp. proves in 2016 that it
differentiates itself from its peers and its strong
performance in FY 2016 is a clear foretaste of what will
happen in the future.
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Unique in Beverages Industry
The soft drink industry has always been dominated by
three main companies: Coca Cola, Pepsi, and Cadbury
Schweppes. Even though their products are still famous
and consumed by people all around the world, these
companies probably reached their maturity stage. In fact,
as explained before, there is an increasing trend towards
healthier soft drinks, and National Beverage Corp.
benefits and will benefit from this trend in the future.
Besides, the company’s marketing strategy is based on
innovative packaging, ingenious product design with
colors, attractive bottles (Exhibit 3), and imaginative
flavors. Furthermore, its ability to adapt to trend changes
and customers’ needs in an environment where health
becomes more and more important allows the company
to become unique. In fact, the United States market is
saturated with soft-drink such as Coca Cola, Pepsi, or
Cadbury Schweppes and is seeking for a healthier
experience offered by National Beverage Corp. Even if
National Beverage Corp. is a small company within an
industry dominated by three main companies, it
succeeded to capture new trends, and satisfy customers’
demand on a perfect timing. For these reasons, the
company can be considered as unique in the beverages
industry and has nothing to envy to its competitors.
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due to a high number of health issues. Besides, on
November 8th, the World Health Organization urges
countries to impose that tax in order to limit the growing
obesity rate. It would implies for companies such as
Coca Cola, Pepsi, and Dr Pepper Snapple to rise their
price by 20%, and would create another incentive for
customers to buy National Beverage products. The
reality is that the tax implementation and the changing
world represent a significant opportunity for growth for
National Beverage Corp. Its stock price rise by 30.1%
since April 2016 and incomparably outperformed Pepsi
(+0.3%), and Coca Cola (-3.5%) stocks. Finally, in term
of investments, National Beverage has a significant
opportunity of growth compared to its peers, which
reached maturity stage. With a significant timing
advantage and competitive advantage, National Beverage
Corp. represents the healthy trend and the future of the
beverage industry.

Make America Healthier
Health has always been a major issue in the United States
economy. As shown in Exhibit 4, health care spending as
a percentage of GDP has been raising year over year
since 1980.
Exhibit 4:

Exhibit 3:

Peers
National Beverage Corp. mains competitors’ status is
increasingly being questioned. Due to an increase in
health concerns, Coca Cola, Pepsi, and Dr Pepper
Snapple Group are becoming less reliable. The world is
changing, and compared to its peers National Beverage
tries to understand the challenges and do something
about them. In fact, in February 2016 the company
announced the first ever ‘Soft Drink Alternative’, called
Shasta Sparkling, a product that took four years to
develop. This healthier soft drink offers no calories, no
sodium, no sugar and 100% all-natural ingredients. On
the other hand, its peers are facing hefty pressure from
policymakers who want to impose taxes on sugary drinks

According to the OECD, U.S health care costs are
projected to rise from $1.4 trillion in 2000 to more than
$4.4 trillion in 2020. In addition to that, the repeal of the
Obama Care by the president-elect Donald Trump is an
incentive to save and lower healthcare costs. On the
other hand, the obesity rates have doubled among adult
in America reaching more than 35% in some states such
as Missouri, West Virginia, Alabama, and Louisiana
(Exhibit 5). The increasing health and wellness
awareness lead the United States to experience an
evolution away from sugary beverages towards healthier
option. Once again, National Beverage Corp. had the
possibility to meet customers’ and governments demand
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by inciting people to consume healthier drink.
In fact, as reported by the Department of Agriculture,
American adults are choosing healthier foods, and most
of them consume healthier diets. By positively affecting
the industry and the society, National Beverage is
creating value for its shareholders and its growth is once
again assured in the long term.
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capital and so to create value. The ROIC without
Goodwill ratio (Exhibit 8) which allows to have a better
measure of the company’s performance in comparison
to its peers, highlights also the company’s capacity to
create value compared with that of its peers.
Exhibit8:

Exhibit 5:

Financials
National Beverage Corp. financial health strength can be
seen in multiples areas. First, as explained before the
company reported strong financial results in FY 2016
and outperformed estimations on revenues and net
income. Revenues rose by 9% from $646M to $705M
and Net Income rose by 21% from $49M to $61M
(Exhibit 6).

When analyzing the key drivers of value which are
revenue growth and ROIC, it seems obvious that the
company’s trend in the long run performance would be
positive and will generate positive free cash flow.
Furthermore, National Beverage Corp. is debt free and
used to use cash on hand to fund capital expenditure. In
FY 2016, cash on hand grew by 101%, and the
conservative effective management of the company
allows National Beverage Corp. to have more financial
flexibility as they do not depend on debt to grow their
business. The company’s culture adds even more value
to the company and enforces company’s success and
profitable growth on the long run.

Given the company’s competitive advantage, strong
financial performance, financial health and the increasing
demand towards healthier drinks, the company stock
price will continue to rise making National Beverage
Corp. a growth opportunity company which is currently
undervalued in its industry.

Five Procter Forces

In term of revenue, the potential forecasted growth for
2017 and 2018, based on the assumption that the
demand for healthier drink would rise due to a health
awareness and to the actual societal and political
environment, would be respectively $797M and $878M.
As a matter of fact, the EBITDA margin growth would
be $133M and $149M for 2017 and 2018 leading the Net
Income to be $80M for 2017 and $90M for 2018. As
can be seen with the numbers, the company will
continue to create value year over year. Besides, National
Beverage Corp. ROIC and WACC ratios highlight the
company strong ability to generate return on invested
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Bargaining Power of Suppliers: High – 56
Because National Beverage belongs to the food and
beverages industry, it highly depends on suppliers. The
company does not have as much as bargaining power
when it comes to suppliers.
Bargaining Power of Customers: Low – 36
When it comes to price, customers does not have a lot of
bargaining power. However, because National Beverage
Corp. offers healthy products that correspond to an
increasing demand, customers pay less attention to
prices.

Exhibit9:
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Intensity of Existing Rivalry: Low - 17
National Beverage Corp. mains competitors are Coca
Cola Company, Pepsi, and Dr Pepper Snapple. National
Beverage succeeds to differentiate itself from its peers
through products mix, marketing strategy, and by
creating a lifestyle brand. Even if the company is
considerably small compared to its peers which almost
have the monopoly on the food and beverages industry,
it can be seen as a reliable company with a strong
competitive advantage and a high growth opportunity.
Threat of Substitutes: Medium – 33
Customers have access to a diversified choice of
substitutes. One of the major issue associated with goods
substitutions is the fact that customers can choose to
purchase the substitutes instead of the industry’s
product, which can drive the price and so profitability
down. However, National Beverage’s timing advantage
and ability to adapt to the current market demand
decrease the threat of substitutes. As can be seen earlier
with numbers, National Beverage Corp. outperformed
its peers in terms of profitability.

B

Threat of New Competition: Medium - 33
National Beverage faces many competitors on the
market for goods and services. However, its business
model and strategy helped the company to become
unavoidable in the soft drinks market.

Important dates and Catalysts
The company announced Q3 2017 Earnings call on
December 8th 2016. As can be seen on Exhibit 9, the
stock price used to rise considerably on the day of the
earnings call as National Beverage Corp. uses to beat
analysts’ estimates on revenue and net income.
Moreover, the current environment is in favor of
National Beverage, several states should passed a sugary
beverage tax leading beverage industry giants such as
Pepsi or Coca Cola Company to invest billions of dollars
in marketing and advertising to counter the measures.
Consequently, shares of Coca Cola and Pepsi have
decreased by 2% this week and Dr Pepper Snapple
Group shares have decreased by 4%. Here is a clear
open door that will reinforce National Beverage Corp
success.
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