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Highlights
We initiate the coverage of Zwack (Zwack HB; ZWCG.BU) with a
BUY recommendation with a fair value of 17668 HUF/share,
11% higher than the HUF 16,720 closing price on December 15.

Zwack is a traditional Hungarian distiller with 227 years of
history and strong domestic market position. The company also
distributes the product-range of Diageo as a wholesaler. Zwack
entered the Hungarian stock market in 1993 as one of the early
birds, so it has a well-known track record.
Zwack should be considered as a dividend-stock, with a lowrisk-low growth profile and a dividend-yield of 6%. The
company follows conservative policies: liquidity is kept high,
while indebtedness is at low levels. On the other hand growth
opportunities are moderate, even if income-elasticity of
demand for Zwack’s premium products could be higher than for
spirit-consumption as a whole. The majority of free cash-flow is
usually paid out to shareholders as dividends.
The current macro-environment is expected to be favourable
for Zwack, as the ongoing fast wage growth with low
unemployment will result in fast consumption growth and is
likely to positively affect demand for its products. Monetary
policy is also supportive, as not only euro, but also HUF interest
rates could remain low for an extended period, while the
National Bank is expected to keep the HUF at current levels,
while an appreciation would result in stronger price
competition through imported spirits.
Main price drivers
 Revenue growth
 Solid fundamentals and market position
 High dividend yield
 Low yield environment, weak HUF
Main risks to our target price
 Yield normalisation
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Company profile
Zwack operates in two main fields:
1) Distilling, rectifying and blending of spirits (NACE 11.01) and
2) Wholesale of beverages (NACE 46.34) of its own brands and as the
exclusive distributor of Diageo brands in Hungary.
The company started its operation as a family business with one secret
recipe of digestive under the name Unicum, which grew to a very
strong brand in the local market, providing very strong market
presence. Zwack also produces a wide range of other spirits.
Zwack’s main products consist of high-quality spirits with which it is
positioning itself to the premium category. The flagship product is
Unicum, which was produced more than 200 years ago and it is an 80%
proof herbal liquor from a secret blend of many herbs and spices.
Before 2015 Zwack also produced medium-quality distilled spirits, but
after the government liberalised spirit distillation at home in small
quantities in 2010, competition intensified this segment and the
possibility to create value has disappeared, so Zwack abandoned this
market.
Since then Unicum can be purchased in various varieties. In 1937, the
palette was broadened with the introduction of the Fütyülős pálinka,
which consists of many different varieties as well. The other main
products of Zwack are the Vilmos, St. Hubertus and Kalinka liquors.
Moreover there are some type of liquors which can be count to the
absolute top of the premium segment, like the Zwack Sándor Nemes
Pálinka and the Zwack Maximillian.
In 1993, the predecessor of Diageo bought 26% of the company, and
since then Zwack has been the sole distributor of Diageo's products,
which provide a reliable source of income and it helps the company to
position itself to the premium segment. The distributed products
include Johnnie Walker, Henessey, Evian, Smirnoff and many other
liquor products.

Source: Zwack

The company can be considered active in the export markets as well, its
export sales revenues come from 30 different countries. The main
destinations of the company’s products are Italy and Germany, but also
Romania and Slovakia. Since 2008, the share of export sales has
increased from 6% to 11%. If that trend continues in the future, then it
will lead to a more stable and predictable revenue as the company is
able to diversify its revenue sources.
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BUSINESS UNITS:
Zwack’s primary activity is producing and selling alcoholic drinks.
According to IFRS 8 all activities of Zwack belong to one segment.
However, the Company still publishes product range information that
make it possible to follow changes in own production and traded
products. Own production covers Zwack’s traditional and owndeveloped products, while traded products covers the Diageo portfolio.
Own production: Around 80% of Zwack’s domestic sales revenue
comes from the own production of premium and quality brands.
Further information on segmentation by product categories is not
available due to strategic reasons, but Zwack must be the biggest
market player in the market of bitters (digestives) through its
traditional and historic Unicum line, and has strong position in the
segment of “pálinka” and vodka. Due to inventory effect (strong
stockpiling at the end of 2016 due to change of Public Health Product
Tax – “NETA”) the sales income of own production decreased in the
first half of current financial year and is expected to fall behind last
years’ data. The long-term average of the own production’s EBIT
margin nears 20% considering the 4Q-rolling figures.
Traded products: The revenue from the sales of traded products
(covering Diageo’s portfolio) amounts to about 20% of domestic net
sales. The sales income of this portfolio had a double-digit growth rate
in the past few quarters, well above the usual growth dynamics. The
EBIT margin of the traded products is well below the profit rate of the
own production, the long-term average is around 5% while the 4Qrolling margin increased to over 7% in the past few quarters.
Ownership structure:
49% of the shares are owned by the Zwack family. In 1993, 26% of the
company's shares were acquired by the multinational IDV, which later
merged with UDG to become Diageo.
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Industry Overview
Demand: Alcohol and spirit consumption is usually a matter of
tradition, influenced also by health and tax policies.
The volume of demand expressed in pure alcohol is hardly
influenced by income. In Europe, the correlation between alcohol
(spirit) consumption and income is negligible (in terms of both
cross section and over time). But while people do not drink more
if they earn more, they do spend more via buying more expensive
drinks, at least in Europe. According to Eurostat's data,
Bulgarians, Hungarians and Poles spend EUR 100-200 on alcohol
annually, roughly 1.5-2% of their income. On the other hand
Germans, Austrians and the British – with roughly three-to-four
times higher GDP/capita – spend EUR 300-400 a year, about 0.81% of their income. Our estimation suggests that on the long run
income elasticity is 70%, so 1% growth in income results in
roughly 0.7% increase in expenditures on alcohol. This is also true
in crisis times, when consumers may also substitute more
expensive products with cheaper alternatives.
Hungary – and the Central Eastern European region – belongs to
the top decile of the world's countries in alcohol and spirit
consumption (expressed in pure alcohol) per capita. The
registered volume of consumption – we have data until 2014 –
decreased between 2005 and 2014, but the reasons are not clear.
It could be the consequence of the crisis, but the liberalisation of
spirit distillation at home in 2010 may also have contributed. The
consumption of spirits in Hungary is estimated at 60 million litres
per year.
Supply side: Roughly half of the 60 million litres per year spirit
market is covered by the lease distilleries and home-made
distilling, legalized in 2010 – a segment hardly controlled
concerning the payment of excise duties. The market size of
distilled spirits with excise duties properly paid is estimated at 30
million litres per year. The market size of the premium and
mainstream (or value for money, VFM) segment is approximately
17.5 million litres, of which 10 million litres per year could be
premium. As the grey market is sizeable in both the retail trade of
alcohol and sales in bars and restaurants, the structure of the
market is not really known. But the market share of imported
spirits is definitely strong. According to Eurostat's data, Hungary's
imports of spirits are roughly seven times higher than exports.
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Spirit distillation is a matured industry. It is a low-concentration
industry in Hungary, the majority of market participants are
micro, or small companies, and only a few can be considered
medium-sized or large enterprises. The share of exports in total
revenues is around 13%. Margins are high compared to other
sectors, liquidity is high, while leverage is modest. Return on
equity is usually around the average of the whole economy.
Compared to the spirits industry as a whole, Zwack posts higher
margin and profitability. Nevertheless, its indebtedness is low,
not only compared to the economy as a whole, but even
compared to other Hungarian distillers, while liquidity is in line
with the average.
Competitive Positioning: Challenging pricing environment
The company’s primary activity is producing and selling alcoholic
beverages. The principal aim of Zwack is to maintain its market
leading role in Hungary’s market of spirits, and further strengthen
its dominant presence in the premium and quality products
segment.1 The company’s market share (including own
production and the Diageo portfolio) is estimated at over 30%
while it has a 29% stake in the local production of distilled
beverages2.
The main competitors of Zwack are the imported brands in the
premium and the quality segments. Even in the premium
segment, Hungarian consumers are very price sensitive and not
particularly loyal to one brand. Maybe the only exception from
this is Unicum, which is considered as “Hungaricum”3, and has
faithful customers. However pricing is a crucial element of the
market strategy to maintain or increase share. A HUF
appreciation would definitely deteriorate Zwack’s market
position, risks sales performance or dent profitability through the
increased marketing costs to maintain its market position. With
such consumer characteristics, the legalization of home distillery
in 2010 weighs on the whole tax-paying spirits market and also its
premium segment, biting out a share that is not expected to be
regained soon.

1

Zwack Unicum Plc’s Annual Report 2016/2017
Source: National Tax and Customs Administration, 2016
3
According to www.hungarikum.hu, the official website of Hungarikums: “Hungarikum is a collective term indicating a value worthy
of distinction and highlighting within a unified system of qualification, classification, and registry and which represents the high
performance of Hungarian people thanks to its typically Hungarian attribute, uniqueness, specialty and quality.
2
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Macroeconomic & interest rate environment
After a temporary slowdown to 2% in 2016, caused by the shortlived fall in EU-funds-related public investments, the Hungarian
economy gained traction again in 2017. GDP growth accelerated
back to the 3-4% range (GDP grew by 3.9% YoY in Q3). The
business cycle has reached maturity stage and growth is broadbased, therefore exports, consumption, public and private
investments posted decent growth rates. GDP growth could reach
3.8% in 2017 as a whole, while the consensus expects growth to
moderate to 3.4% in 2018, 2.8% in 2019, and to 2% until 2022
(OTP Research forecasts 3.7% for 2018, 2.6% for 2019, and then a
slowdown to 2% as the growth contribution of real estate and EU-related investments is expected to moderate, with upward risks.
Consumption expenditure of households – which is more
important for Zwack – could grow faster than GDP in the coming
years, by 4-5% in the 2017-2020 period in our estimation, as the
consumption-to-disposable-income ratio is still low in historical
comparison, due to the long-lasting effects of the crisis, while
catching up with historical averages in the coming years is
supported by record low unemployment, high wage growth, and
rising loan demand.
Monetary conditions are expected to remain supportive. HUF
yields fell to historic lows as a consequence of loose monetary
policy in developed countries and also in Hungary, where low
inflation and decreasing vulnerability let the MNB cut rates and
implement unconventional monetary policy measures to weaken
the exchange rate and push down yields. As the MNB, the market
consensus, and OTP all expect inflation to remain below the
target for an extended period, short-term yields could remain
around zero for at least two more years – in line with the forward
guidance of the central bank. This could be followed by a cautious
monetary tightening from 2019. Taking into account the central
bank's firm commitment to keep the EUR/HUF above 300, we
believe that a sizeable appreciation, which could affect Zwack's
profitability, is unlikely. However, interest rate risks are clearly on
the upside. Right now the effects of domestic factors, like strong
demand and fast wage growth are counterbalanced by low global
energy and food prices and modest imported inflation. Should
global inflation pick up faster than expected, these factors would
not be able to mitigate domestic factors any more, which could
trigger faster normalization of yields.
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Financial Analysis
Sales: Focus on the local market; growth affected by NETA
changes, introduction of Unicum Riserva adds further
momentum to the premium segment
As an FMCG producer, Zwack’s sales income is driven mostly by
the consumption demand. A dominant part (approx. 90%) of
Zwack’s sales revenue comes from the domestic market. Sales
income of the own production bears significantly higher EBIT
margin compared to the operating margin of traded product
portfolio. That is the case, even though own products have a
higher excise tax obligation than the Diageo portfolio sold by
Zwack due to the characteristics of the product mix.
As distilled beverages are subject to excise and additional duties,
the domestic demand also depends on the changing tax
environment and the product-based strategic decision made by
Zwack. In recent years the manufacturing of distilled beverages
was hit by a series of government measures. In 2010 the
government permitted the small-scale home-distillery of spirits,
in 2015 the government introduced the NETA on the digestive
spirits as well, which increased the prices by HUF 900/liter.
However, as Zwack positioned itself in the premium segment it
was able to weather these negative effects better than its pears.
In 2010, then the small-scale home distillery was permitted, its
ROE decreased from 22% to 16%, but it was still far better than
the industry average. Moreover due to the NETA, the company
was able to increase its market share as its customers are less
price-sensitive than costumers in the lower price segment. In our
baseline scenario we do not expect significant tax changes in the
short run in terms of the afore-mentioned duties.
As economic conditions improved after the crisis, Zwack’s
revenue growth improved as well. Since 2014, the revenue’s
annual average growth rate was 5%.
Currently growing wages and accelerating household
consumption provide a favourable environment for the market.
However, due to the modification of “NETA” regulation, an early
stockpiling at the end of 2016 resulted in a high base year hardly
to be exceeded in volumes in the current business year
(stockpiling heavily weighs on the sales performance of VFM
range (including Zwack’s “Kalinka” product line). According to
market information, the Hungarian market of distilled beverages
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increased by more than 4% in the period of April – July of 2017.
Market research data provided by Zwack in its regular earnings
report show almost 6% increase in the premium and the nonbranded segment, while the VFM segment slightly fell YoY.
Nielsen’s market research, conducted between September 2016
and August 2017 in Hungary, shows 7% increase in the retail sales
of distilled beverages and it rose to HUF 80bn or 44,000hls. As far
as the market of digestives is concerned, the retail sales of this
product group increased by 12% YoY to over HUF 21bn in current
prices, resulting in a market share of 26%. Vodka and pálinka,
respectively had a 25 and 12% market share in the investigated
period.
Looking ahead, 6% annual growth rate in revenues is projected,
which is in line with the overall nominal growth rate of the
economy in the forecast horizon. The introduction of Unicumspecialty “Unicum Riserva” in the gastronomy added 1pps to 9%
half year’s sales growth in the premium segment. Riserva’s
introduction in the retail segments scheduled for March 2018 is
expected to give further momentum to the premium segment in
the coming quarters. As the earlier stockpiling effect fades away,
slow sales growth also may return in the VFM segment.
Zwack’s export performance is balanced. The company’s aim to
maintain an around 10% export share has been fulfilled in broad
lines. Zwack’s priority export market is the EU, where the steady
sales to Italy give the biggest stake. Sales of Unicum steadily
increased, but pálinka sales lately fell in Germany. Sales to Italy
and in the duty free areas shows slight increase this year, while
sales to Romania witnessed double-digit growth rate.

Zwack’s domestic net IFRS sales income is expected to slightly
decline in the current business year, while 2017-2022 CAGR is
expected to increase to 2.4%, from the historical 1.9% in the
period of 2010-2017.

Source: Zwack, OTP Bank
Financial year of Zwack lasts from April to next
March.

Margins:
The company’s profit margins are very good, which is due to its
market positions as well. Zwack does not explicitly announce
margin requirements. According to historical data, 4Q-rolling
profit margin was in the range 55-57% in the past three years,
with a long-term average of 58%.
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EBIT margin is more volatile, ranging between 15% and 22%, the
long term average is 17%. We expect in the short run margins to
move to the downside as labour shortage results in increasing
labour cost, while on the longer run HUF depreciation may result
in higher costs due to base material import or domestic purchases
fixed in EUR. The management expects double-digit growth rate
in marketing costs as the introduction of a new product (Unicum
Riserva in 2018), the renewal of the existing products and the
maintenance of the market position suppose bigger efforts in
terms of marketing expenses.
The company’s ROE exceeded 30% and ROA was above 15% in
2016, which was well above its local peers and the national
average. On the other hand, increasing wages could slowly
decrease profit margins. We calculated with 8% annual growth in
personal costs, which could force the management to rationalize
operations in the medium term and increase operating efficiency
in order to preserve profit margins. It is worth mentioning that
this is not a Zwack-specific problem; it will affect the whole
manufacturing of distilled beverages industry as well. Moreover
as labour shortage heavily effects the overall retail sector as well,
there may be unforeseen risks concerning the distribution
channels in the company.
Compared to its peers, the company has very low leverage, the
debt ratios are low, which can be translated to a higher shockabsorbing capacity than its peers. It can be part of the
management strategy to keep the leverage low. The only
potential vulnerability of the company is the relatively high trade
receivables, which is elevated compared to both revenues and its
peers.

CASH FLOW
Steady and modest sales growth, slightly deteriorating
margins in the forecasting period and the significant
decrease of the corporate tax rate from 2017 contribute
to the slightly increasing operating cash flow. In our
estimates operating cash flow increases by HUF 170
million per year on average in the next five years.
OCF/Sales is expected to decrease in the next business
years, but is likely to increase to 19% by the financial year
2020/2019, slightly down from the average historical ratio.
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This operating cash flow is partly used to finance
additional capital expenditures, increasing net working
capital and a slight reduction of financial position.
Relatively high trade receivables share (as the percentage
of sales) and low share of trade payables leave room to
further cash flow improvement.
Zwack is yet to announce official dividend policy. We
assume that in the coming years Zwack will pay out its
yearly profit to shareholders as it happened in the past
years. At the same time we do not expect dividend
payment against profit reserve, like in 2013, 2014 and
2015. Dividend payment ratio is expected to decrease to
an average 87% in the forecast period compared to the
average 130% between 2007 and 2017.
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DCF
Main assumptions:
 We expect 6% revenue growth in the next five years, based on strong GDP and consumption growth.
 In the long run, our baseline assumes 3% revenue and profit growth in the case of Zwack, in line with
our long term nominal growth forecast.
 Costs could grow by 6% in the forecast period.
 Our interest rate forecast shows that Hungarian yields could remain low for a few years, and then a
normalisation process should start. The current yield curve suggests that the 5x10 year forward yield
could be 3.7%. As we consider the normalisation of the yield environment as a main risk, we also run
a sensitivity analysis to explore the potential effects of faster pick-up in yields.
 Our DCF values Zwack at 17,668 HUF/share, or HUF 34.0bn, in respect of total corporate value by
end-Q1 2019. Cash flow statement shows well balanced FCFE volumes during the forecast period
resulting in safe cover for dividend payments.
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Zwack's valuation (HUFm)
FCFE
Discount factor
DCF

Base Year
-77
0,94

2019
2 142
0,96
-1 569

2020
2 725
0,96
-972

2021
2 653
0,95
2 636

2022
2 794
0,94
1 849

2023
2 515
0,94

FCFF in the
explicit period

0,89
1 945

Terminal value (HUFm)
Net present value (HUFm)
Net debt

32 725
34 790
735

Equity value - Dec 31 2017
Number of shares
Expected return on equity
12M Target price
Current price
Upside/Downside
TR Upside/Downside

33 800
2 035 000
6,4%
17 688
16 720
6%
12%

Dividend Discount Model
Our one-year model values Zwack at HUF 17,597 per share with a 5.2% total return.
Calculating with 5-year holding period and based upon our forecast we may get an average
2.6% total return per year.
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Expected DPS
Expected sales price
Required return of equity

2 018

2 019

2 020

2 021

2 022

2 022

1 000

1 000

1 100

1 100

1 100

2 239

16 705
6,3%

17 764
6,6%

18 941
7,0%

20 273
7,4%

21 771
7,4%

23 379
11,8%

Fundamental value
1Y TR

17 597
5,2%

18 985
2,6%

5Y TR

Multiple Comparison
Our multiple comparison research brought mixed results. The companies that produce the well-known
European digestive brands like Jägermeister and Underberg may be closer to Zwack in size and product
portfolio characteristics, but are not listed companies. Thus we made a price comparison with the big
multinational beverages producers. According to the comparison Zwack seems well undervalued on the basis
of the indicators below, except the P/BV ratio. Applying the peer groups’ P/BV indicator, Zwack is overvalued
compared to the group’s median value to companies like Campari, Pernod Ricard and Remy-Cointreau (HUF
14 894/per share).
Price multiple comparison
Company name Market cap (HUF bn)
Zwack
33
Campari
2 320
Pernod
10 076
Diageo
23 520
Remy
1 820
Brown
6 840
Average
8 915
Median
-

Campari
Pernod
Diageo
Remy
Brown-Forman
Average
Median

EV/EBITDA
0,6x
0,79x
0,77x
0,49x
0,53x
0,6x
0,6x

P/E
17,0
28,1
21,5
22,0
34,9
32,1
27,7
27,9

P/E
0,58x
0,62x
0,43x
0,45x
0,29x
0,5x
0,5x

P/S
2,3
4,1
3,8
5,5
5,2
8,2
5,3
5,2

P/B
6,1
4,0
2,5
7,1
4,3
15,6
6,7
5,5

P/B
1,53x
2,44x
0,86x
1,42x
0,39x
1,3x
1,4x

Sensitivity analysis
We think that the main risk for the share price of Zwack is the interest rate environment. We found that a
200-basis-point increase in interest rates by 2022 could decrease the share price by around HUF 2,000.
A faster revenue growth – which could be on the cards – could also significantly affect the share price.
Should the revenue growth be one percentage point faster, the share price could rise by HUF 1,700.
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Risks surrounding Zwack’s economic activity
Regulatory risk: In recent years regulatory changes in the industry made headwinds to the company’s profitability. The
most notable was the liberalization of spirit distillation at home in small quantities in 2010. However, the company’s
financial health is outstanding, so if a new regulatory change occurs in the future, Zwack most likely will be able to
adjust to it.
Exchange-rate risk: As the company operates in foreign markets as well and the share of export is increasing among
the revenues, exchange-rate risk could be an issue in the future, if not managed properly. Moreover the price of most
of its new raw materials is denominated in EUR, so a significant depreciation of the HUF against the EUR could
decrease the company’s profitability. But on the short run, the fundamentals of the Hungarian economy are strong, so
the risk of sharp HUF depreciation is low. Moreover the loss on exchange rates could be somewhat offset by the higher
export revenue.
Cost-inflation risk: Due to the improving economic conditions and labour shortages in various industries, real wages
started to increase significantly in 2016 and they are expected to do so in the near future. As Zwack’s business is
labour-intensive (the share of personnel cost is almost 45%), it will be heavily affected by future wage increases which
could erode margins.
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History
Zwack’s most famous and important product, the "Unicum", was created by Dr. József Zwack, the Royal
Physician to the Habsburg Court, for Emperor Joseph II in 1790. Legend would have it that the royal comment
was: "Dr. Zwack, das ist ein Unikum!" giving this herb liqueur its name. The fame and popularity of Unicum
was gradually to spread far beyond the Court in Vienna. However, it was a long way to go to mass production.
On May 22, 1883, the herb liqueur under the name Unicum, made according to the Zwack family’s secret
recipe dating back to 1790, was officially registered.
Meanwhile, in 1840 the family founded J. Zwack & Co., the first Hungarian liqueur manufacturer. By the early
1900s, the Zwack company had become one of the largest distilleries in central Europe, producing and
exporting over 200 liqueurs and spirits.
During World War II, Budapest and the Zwack factory were completely destroyed. After the war, with the
Communist regime, the factory was nationalized in 1948. The Zwack family fled the country. János Zwack,
with his son Péter Zwack and great grandson József, was able to escape with the original Zwack recipe. Béla
Zwack remained behind to give the communist government a fake Zwack recipe and went on to become a
regular factory worker. Meanwhile, János and Péter migrated to the United States, eventually settling in the
Bronx in 1949 when Péter was 22 years old.
In 1988, just one year before the fall of Communism, Péter Zwack returned to Hungary and resumed
production with the original Zwack formula. He repurchased his family business from the State in the summer
of 1989, and by the spring of 1990, the original Zwack product was reintroduced to the Hungarian market.
That same year, Péter was named Hungarian Ambassador to the United States.
In 1992 Zwack Unicum Plc was founded when the partners, Peter Zwack & Consorten AG, submitted a
successful bid during the privatization process and were thus able to buy back the entire enterprise, including
several distilleries, from the Hungarian state. In 1993, 26% of the company's shares were acquired by the
multinational IDV, which later merged with UDG to become Diageo. Also in 1993 the Zwack Unicum Company
went on the Budapest Stock Exchange.
In 2008, Péter Zwack handed over the company's leadership to the family's 6th generation, his own children,
Sándor and Izabella Zwack. One of their first initiatives was to launch Zwack in the USA. In 2013, the Zwack
Company also launched Unicum in the USA.
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Disclaimer 1.
This research/commentary was prepared by the assignment of the Budapest Stock Exchange Ltd. (registered
seat: 1054 Budapest, Szabadság tér 7. Platina torony I. ép. IV. emelet; company registration number: 01-10044764, hereinafter: BSE) under the agreement that was concluded by and between BSE and OTP Bank Plc
(registered seat: H-1051 Budapest, Nádor utca 16., Hungary, company registration number: 01-10-041585,
hereinafter: OTP Bank or Investment Service Provider).
The BSE shall not be liable for the content of this research/commentary, especially for the accuracy and
completeness of the information therein and for the forecasts and conclusions. The Service Provider is
entitled to all copyrights regarding this research/commentary however BSE is entitled to use and
advertise/disseminate it without amending its content.
This research/commentary shall not be qualified as investment advice specified in Point 9 Section 4 (2) of Act
No. CXXXVIII of 2007 on Investment Firms and Commodity Dealers and on the Regulations Governing their
Activities. Furthermore, this document shall not be qualified as an offer or call to tenders for the purchase,
sale or hold of the financial instrument(s) concerned by the research/commentary.
Disclaimer 2.
This document contains investment research, therefore this document is considered an investment
recommendation made in accordance with Act CXX of 2001 on the Capital Market (Hungary) relating to
financial instruments or the issuers of financial instruments, excluding investment advice.
OTP Bank Plc (in Hungarian: OTP Bank Nyrt.) (“OTP Bank”) intends to present this document as an objective
and independent explanation of the matters contained therein.
OTP Bank produces or arranges the document of investment research - which is intended or likely to be
subsequently disseminated to clients of the firm or to the public may suggest - as an objective and
independent explanation. This document is prepared in accordance with legal requirements designed to
promote the independence of investment research. OTP Bank declares that the financial analysts and the
employees participating in the production of the investment research are subject to the conditions set out in
Subsection (4) of Section 110 of Act CXXXVIII of 2007 (Hungary).
Although the information in this document has been prepared in good faith from sources that OTP Bank
reasonably believes to be reliable, we do not represent or warrant its accuracy and such information may be
incomplete or condensed.
The issuer of this report does not claim that the information presented herein is perfectly accurate or
complete. However it is based on sources available to the public and widely believed to be reliable. Also the
opinions and estimates presented herein reflect a professional subjective judgment at the original date of
publication and are therefore subject to change thereafter without notice. Furthermore there can be no
guarantees that any market developments will unfold as forecasted. Opinions and estimates constitute our
judgment and are subject to change without notice.
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This communication is provided for information purposes only and does not represent an offer for sale or any
offer to buy or sell any securities, furthermore does not contain a comprehensive analysis of the described
issues. This document is not intended to provide the basis for any evaluation of the financial instruments
discussed herein. In particular, information in this document regarding any issue of new financial instruments
should be regarded as indicative, preliminary and for illustrative purposes only, and evaluation of any such
financial instruments is made solely on the basis of information contained in the relevant offering circular and
pricing supplement when available. OTP Bank does not act as a fiduciary for or an advisor to any prospective
purchaser of the financial instruments discussed herein and is not responsible for determining the legality or
suitability of an investment in the financial instruments by any prospective purchaser. This communication is
not intended as investment advice, an offer or solicitation for the purchase or sale of any financial instrument,
and it does not constitute legal, tax or accounting advice.
This report is issued as investment research and should contain an analysis or any other information relating
to financial instruments and/or exchange-traded instruments, and their issuers, but it does not constitute
investment advice, legal, tax or accounting advice. Also it is not and should not be considered an investment
advice for investment in financial instruments according to Act CXXXVIII of 2007 (Hungary) or Commission
Delegated Regulation (EU) 2017/565.
Information herein reflects the market situation at the time of writing. It provides only momentary
information and may change as market conditions and circumstances develop. Additional information may be
available on request. Where a figure relates to a period on or before the date of communication, the figure
relates to the past and indicates a historic data. Past performance is not a reliable indicator of future results
and shall be not treated as such. OTP Bank makes no representation or warranty, express or implied, is made
regarding future performance of any financial instrument mentioned in this communication. OTP Bank shall
have no liability for the information contained in this for any loss or damage whether direct, indirect, financial,
economic, or consequential, whether or not caused by the negligent act or omission of OTP Bank, provided
that such limitation of liability shall not apply to any liability which cannot be excluded or limited under the
applicable law.
OTP Bank may have issued reports that are different or inconsistent with the information expressed within
this report and is under no obligation to update or keep current the information contained herein.
Before purchasing or selling financial instruments or engaging investment services, please examine the
prospectuses, regulations, terms, agreements, notices, fee letters, and any other relevant documents
regarding financial instruments or investment services described herein in order to be capable of making a
well-advised investment decision. Please also speak to a competent financial adviser for advice on the risks,
fees, taxes, potential losses and any other relevant conditions before you make your investment decision
regarding financial instruments or investment services described herein. The financial instruments mentioned
in this communication may not be suitable for all types of investors. This communication does not take into
account the investment objectives, financial situation or specific needs of any specific client. This
communication and any of the financial instruments and information contained herein are not intended for
the use of private investors in the UK and US. OTP Bank is not allowed to provide direct investment services
to US investors. Any individual decision or investment made based on this publication is made solely at the
risk of the client and OTP Bank shall not be held responsible for the success of the investment decisions or for
attaining the Client's target.
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OTP Bank may hold a position or act as market maker in the financial instrument of any issuer discussed
herein or act as advisor or lender to such issuer.
This report is not intended to influence in any way or to be considered a substitute to research and advice
centred on the specific investment objectives and constraints of the recipient (including tax concerns)
therefore investors should obtain individual financial advice.
OTP Bank in compliance with the applicable law, assumes no responsibility, obligation, warranty or guarantee
whatsoever for any direct or indirect damage (including losses arising from investments), or for the costs or
expenses, detrimental legal consequences or other sanctions (including punitive and consequential damage)
sustained by any natural or legal person as a result of the purchase or sale of financial instruments or
engaging investment services described herein, even if OTP Bank was warned of the possibility of such
occurrences.
Figures described herein refer to the past and past performance is not a reliable indicator of future results.
Investments in financial instruments carry a certain degree of risk (fluctuation of share prices, uncertainty of
dividend, yields and / or profits, exchange rate fluctuations, etc.). The capital invested is not guaranteed,
investment gains, usually assumed proportionate to risk, and past performance of financial instruments is not
a guarantee for future performance.
Please note that the Internet is not a secure environment and OTP Bank does not accept any liability for any
loss caused by the result of using this report in a form altered or delayed by the wilful or accidental
interception, corruption or virus infection.
OTP Bank Plc (registered seat: Nádor utca 16., Budapest H-1051, Hungary; authorised by the Hungarian
Financial Supervisory Authority (Pénzügyi Szervezetek Állami Felügyelete, (the “PSZÁF”), with PSZÁF licence
numbers: III/41.003-22/2002 and E-III/456/2008. Supervisory authority: Magyar Nemzeti Bank (National Bank
of Hungary – H-1054 Budapest, Szabadság tér 9.; financial customer services: H-1013 Budapest, Krisztina krt.
39.sz. For more information, please refer to the website: https://www.otpbank.hu). The terms and conditions
of this disclaimer shall be governed by and construed in accordance with Hungarian law.
If you received this document from OTP Bank Plc, then it was sent to you with your previous consent. You may
withdraw this permission by sending an e-mail to research@otpbank.hu or writing a letter addressed to
"Research Center”, Hungary 1051, Budapest, Nádor utca 21. Please refer to your name and e-mail address in
both cases.
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