Based on the financial reports and strategic analyses (including data consistent with Asian
Century Stocks research), here is a deep-dive analysis of Carabao Group’s (CBG) business

strength, competitive positioning, and economic moats.

1. Strength of Products and Business Model

Carabao'’s core strength lies in its low-cost operating model (vertical integration) which
funds a mass-market volume strategy.

e Core Product (Energy Drinks - “Carabao Dang"): The business is built on the
"Carabao Dang" energy drink. Its primary strength is Price Consistency. While
competitors like M-150 (Osotspa) have fluctuated prices or moved to 12 THB, Carabao
has strategically anchored its price at 10 THB in Thailand. This has allowed them to
capture market share (rising to ~26% domestic share recently) by appealing to
price-sensitive working-class consumers.

e New Product (Beer - “Carabao” & “"Tawandang"): Entering the beer market in late
2023 was a bold move to leverage their distribution network. However, this is currently a
business weakness rather than a strength. Gaining market share has been slower than
expected (<2% share vs. targets of 10-20%), and it requires heavy capital investment,
acting as a drag on short-term profitability.

e Business Model: The "secret sauce" is not the drink itself, but the manufacturing
machine behind it. Carabao is not just a brand; it is an industrial manufacturer of glass

and aluminum.’
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3. Economic Moats (Sustainable Competitive Advantages)

Carabao possesses a "Real but Narrow" moat. It is strong enough to ensure survival and
profitability but perhaps not wide enough to easily dominate giants like Osotspa or Singha.

e 1. Cost Advantage (Vertical Integration) - The Strongest Moat

o

Mechanism: Carabao manufactures its own glass bottles (APG) and aluminum
cans (ACM). Packaging is a huge portion of the cost of goods sold (COGS) for
beverages.

Protection: By controlling the supply chain, Carabao captures the margin that would
usually go to a packaging supplier. This structural cost advantage allows them to sell
at 10 THB profitably while competitors (who may buy packaging externally or have
older, less efficient plants) struggle to match that price without bleeding margins.
This is what protects them from price wars.

e 2. Distribution Network (The "Cash Van" Fleet)

o

Mechanism: Carabao operates a massive fleet of "Cash Vans" that bypass
wholesalers and sell directly to hundreds of thousands of mom-and-pop shops in
rural Thailand.?

Protection: This creates a barrier to entry for new brands. You cannot just "launch" a
drink in Thailand; you need to reach the village store in Isan. Carabao owns the road
to that store.

e 3. Intangible Assets (Brand Heritage)

o

Mechanism: The association with Aed Carabao is unique. It's not just a celebrity
endorsement; he is a founder and the face of the brand.

Protection: It creates an emotional lock-in with a specific demographic (older
working-class men) that is very hard for a corporate competitor to replicate.

4. Bargaining Power vs. Stakeholders

e Suppliers: HIGH Power for Carabao
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Because Carabao is its own supplier for the most expensive components




(bottles/cans), it has eliminated the bargaining power of packaging companies.
o For commodities (sugar, caffeine), it is a bulk buyer, giving it leverage, though it is still
a price-taker on global commodity markets.
e Distributors / Retailers: HIGH (Domestic) / LOW (International)
o Domestic (Traditional Trade): High power. Carabao owns the distribution (Cash
Vans), so it dictates terms to small shop owners.® It can also force-bundle its new
beer products into these shops.

o Domestic (Modern Trade - 7-Eleven/Lotus's): Moderate power. It needs these
shelves, but its strong brand pull means retailers can't afford to delist them.

o International: Low power. In the UK or China, Carabao is a "challenger brand"
fighting for shelf space against Monster and Red Bull.* They often have to pay listing
fees or accept lower margins to get in.

e Consumers: LOW Power (but high price sensitivity)
o Switching costs are zero. A consumer can grab an M-150 instead of a Carabao
instantly.
o Counter-balance: Carabao neutralizes this consumer power with its 10 THB price
anchor.® Consumers want to switch to the cheaper option, and Carabao is that
option.

Summary of the "Future” View

Carabao’s economic moat protects its bottom line (margins) more than its top line (market
share). The vertical integration ensures that even if they don't become #1, they remain the
most efficient profit-generator at the low-end price point. The risky bet for the future is the
Beer Business—if they can leverage their distribution moat to force beer into the market,
they double their total addressable market. If not, it becomes a capital sinkhole.



