Treasury Wine Estate Ltd (TWE)
Entry Date: Oct 2014
Exit Date: Still held as of 31 Mar 2017
Approximate Return: 183%
Background
TWE, the world’s largest independent wine company, was spun out of Fosters Group in 2011 after it spent A$6.5b in acquisitions, starting with Mildara
Blass in 1996, to create the company.
Energy Argument
Alleron foresaw strong potential in TWE in 2014 due to the scale of the business, the sheer number of premium brands, its clean balance sheet and the fact
that the market was only valuing the enterprise at $A3bn. At the time of purchase, EBIT margins were 10% whereas margins were closer to 20% when
Fosters was consolidating the business.
Entry Trigger
In 2014, TWE announced financial results that showed 35% growth and 40% margins in Asian earnings. To place the Asian exposure in perspective, TWE was
earning 25% of its EBIT from only 5% of its volume. Alleron entered the stock, highlighting further growth possibilities in the Asian offering and a pathway to
return to historical margins.
Alleron still held TWE as of 31 Mar 2017
Alleron was slightly early with the TWE purchase. During our holding period the company wrote down its US business and removed the CEO. Despite this,
the Asian business continued to expand. The new CEO views the company as a suite of luxury brands and is flowing volume into the high premium Asian
market and creating scarcity in traditional markets, in confirmation of Alleron’s entry trigger.
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Disclaimer
While the information contained herein has been prepared in good faith, neither Alleron Investment Management Limited (“the Company”) nor any of its
shareholders, directors, officers, agents, employees or advisers give, have given or have authority to give, any representations or warranties (express or
implied) as to, or in relation to, the accuracy, reliability or completeness of the information in this document, or any revision thereof, or of any other written
or oral information made or to be made available to any interested party or its advisers (all such information being referred to as "Information") and liability
therefore is expressly disclaimed. Accordingly, neither the Company nor any of its shareholders, directors, officers, agents, employees or advisers take any
responsibility for, or will accept any liability whether direct or indirect, express or implied, contractual, tortious, statutory or otherwise, in respect of, the
accuracy or completeness of the Information or for any of the opinions contained herein or for any errors, omissions or misstatements or for any loss,
howsoever arising, from the use of this document.
Information in this presentation should not be considered as a recommendation in relation to holding, purchasing or selling shares, securities or other
instruments.

