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PRESS RELEASE 

CADBURY SCHWEPPES REPORTS FIRST HALF PERFORMANCE IN LINE WITH 

EXPECTATIONS 
23 Jul 03 

Cadbury Schweppes plc reports on financial performance for the 24 weeks ended 15 
June 2003: 

    
% growth % growth

  
2003 2002 Reported

Constant 

Currency
Sales £m 2,700 2,354 +15 +18

Underlying Operating Profit* £m 436 429 +2 +8

- Goodwill amortisation £m (44) (25)

- Restructuring £m (26) (17)
Total Operating Profit £m 366 387 -5 +1

 
  

Underlying Profit Before 

Tax** 

£m 365 386 -5 +1

Profit Before Tax £m 294 349 -16 -9

 
  

Underlying EPS P 12.4 12.9 -4 +2
Basic EPS P 9.2 11.3 -19 -9

 
  

Dividends per share P 3.65 3.50 +4 N/a

*  Includes associates 

** Underlying profit before tax and earnings per share (EPS) includes associates, excludes goodwill 
amortisation, major restructuring charges and disposal gains/losses (see notes 7 and 8 page 16 for a 
reconciliation to profit before tax and earnings per share) 

2003 Interim Highlights 

Underlying EPS up 2% at constant currency  

 Excluding acquisitions, base business grew underlying EPS by 5%  

 Continued strong growth from Cadbury Trebor Bassett  
 Americas Beverages sales up 2% and profits up 5% at constant currency  
 Asia Pacific profits down, due to shortfalls in Australia  

 Overall, Adams performance in line with acquisition plan  
 New organisational structure in place and planning for future growth 

Todd Stitzer, CEO of Cadbury Schweppes, said, "I am pleased to report reasonable first 
half results in line with expectations, against a background of weak trading conditions in 
many markets.  Underlying EPS from our base businesses is up 5%, driven by another 

strong performance from our confectionery businesses in Europe, Africa and the Middle 
East. Our beverage businesses have had a more difficult half, mainly due to a slow-
down in the US soft drinks market. Our recently acquired Adams business is performing 
in line with the overall acquisition plan. 

"Looking ahead, we see the performance of the Group for the full year being broadly 

similar to that seen in the first half.  2003 is a transitional year for Cadbury Schweppes, 
as we consolidate 7 UP's new distribution arrangements, integrate Adams and bed down 
our new organisational structure.  These changes are focused on establishing a stronger 
and more sustainable platform for future growth." 
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2003 Interim Performance Summary 

Commenting, Todd Stitzer, CEO of Cadbury Schweppes said, "Overall we had a 
reasonable first half against a background of generally weak trading conditions in many 
of our key markets. 

"Excluding acquisitions, the base business grew underlying earnings per share by 5% at 

constant exchange rates, driven by another strong performance from our confectionery 
businesses in Europe, Africa and the Middle East. Cadbury Trebor Bassett (CTB) 
continued to produce excellent results growing both sales and market share.  

"Our beverage business in the Americas did well to achieve like-for-like sales up 1% and 
underlying operating profit up 5% in a challenging market. The US carbonated soft 

drinks market has seen industry sales hit by extreme weather and weaker consumer 
demand.  As expected, performance in the half was also impacted by changes to 7 UP's 
distribution arrangements.  

"Our European beverage business made a slow start to the year, mainly due to 
competitive market conditions and delayed integration benefits.  

"Profits from our Asia Pacific region were impacted by weaker results from our 

operations in Australia, caused in part by the disruption resulting from a complex IT 
implementation, late last year.  

"Adams, acquired on 31 March 2003, performed in line with expectations and the 
integration process is on track." 

"Overall, exchange rate movements and the consolidation of acquisitions had a 
significant impact on the results, reducing reported underlying earnings per share by 
6% and 3% respectively."  

Outlook 

Mr Stitzer said, "Looking to the full year, we see the performance of the Group 
remaining broadly similar to that seen in the first half.  

"We expect flat to modestly increased profits from Americas Beverages, Americas 
Confectionery and European Beverages; a continued strong performance from EMEA 
with the exception of Dandy, and some modest improvement in Asia Pacific. 

"As we have said previously, 2003 is a year of transition for Cadbury Schweppes as we 

consolidate Adams, manage the changes to 7 UP's distribution arrangements in a 
depressed US beverage market and put in place the organisational changes announced 
in February. 

"The new management team and organisational structure is settling down well with all 
of the regional and functional teams now substantially in place. The new team has taken 

decisive action to redress areas of underperformance while at the same time has been 
developing plans for accelerated growth from 2004 and beyond.  

"We are confident that the opportunities arising from the Adams business combined with 
our greater ability to execute a more focused growth and efficiency agenda will establish 
a stronger and more sustainable platform for future growth." 

Board Announcement 
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David Kappler, Chief Financial Officer, will retire from Cadbury Schweppes in May 2004.  
The board is enormously grateful for his contribution during 38 years with the Group 

and especially as CFO over the last eight years.  Details of his successor will be 
announced in due course.           

The regional commentaries listed below reflect the changes to the organisational 
structure announced in February 2003. The restated regional numbers for the full year 
2002 can be found in the appendices.  

"Sales" refers to net sales value (NSV) not volumes or tonnage. With the acquisition of 

Adams, management considers NSV to be the best measure of group performance. 
Volumes to sales metrics now vary widely around the group. In addressing this, NSV is 
consistent with Cadbury Schweppes policy of Managing for Value. This seeks to 
maximise profitable growth through a balanced mix of volume and pricing. 

The contributions from the Adams business, acquired at the end of March, are included 

in the respective regional results. For the purposes of this announcement, Adams' 
performance and outlook will be commented on separately from the regions.  

Americas Beverages 

Americas Beverages made underlying operating profits of £245 million on sales of £847 
million. At constant exchange rates, sales rose by 2%. Of this 1% was contributed by 
acquisitions (mainly Nantucket Nectars) and 1% by the base business. Exchange rate 
movements reduced reported sales by 11% (£105 million).  

Underlying operating profits rose 5% at constant exchange rates with all of the growth 
coming from the base business. Acquisitions were neutral at the underlying operating 
profit line. The increase in margin reflects the phasing of marketing spend in the US 
which, this year, will be more weighted toward the second half, and an excellent profits 

performance from Mexico. Exchange rate movements reduced underlying operating 
profits by 11% (£29 million).  

The first half performance in the region was significantly influenced by three main 
factors: 

 A sharp slow-down in the soft drinks market in the US caused by the combination 
of extreme weather (a very cold winter and wet spring) and weak consumer 

demand in the fountain and food service channel  
 Changes to the distribution arrangements for 7 UP which resulted in 7 UP sales 
falling by 16% in the half, in line with expectations.  

 Contract issues with a major customer, which while now resolved, led to declines 
in Dr Pepper fountain and food service sales. 

These negative influences were offset on the positive side by price and mix 
improvements, more disciplined indirect cost and trade spend management, and good 
performances from a number of our flavour carbonate and still brands.  

Sunkist sales were up 11% and Hawaiian Punch by 9%, the latter mainly due to flavour 
extensions. Snapple sales were ahead by 3% on the back of higher pricing and good 

growth in grocery and Yoo-Hoo was ahead by 7% driven by new product introductions. 
Sales in our Mexican business grew strongly due to a 15% increase in flavoured Penafiel 
and a 17% increase in Clamato. 

Europe Beverages 
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In Europe Beverages, the business reported sales and underlying operating profits of 
£295 million and £43 million respectively. At constant exchange rates, sales rose by 

10% and underlying operating profits by 3%. Excluding the impact of acquisitions 
(Apollinaris & Schweppes in Germany), sales fell by 5% and underlying operating profit 
by 2%. The strengthening of the Euro increased sales by £24 million and underlying 
operating profits by £4 million.  

Our European Beverage operations had a slow first half in generally weak and 
competitive markets. Soft drinks industry sales in all of our key markets - France, 
Germany and Spain - declined during the half.  

In Spain, the business is performing soundly with costs benefiting from the successful 
integration of La Casera, despite increased competition. In France, sales are down year-
on-year and much of the cost synergies planned for this year from Orangina are now 
likely to be delayed into next year.  

In Germany, Apollinaris & Schweppes outperformed the market.  Underlying market 
weakness was exacerbated by the introduction of a mandatory deposit scheme for non-
returnable packaging at the beginning of the year and first half underlying operating 
profits were impacted by increased investment in new returnable capacity and 
marketing.  

Europe, Middle East and Africa (EMEA) 

The EMEA region reported sales and underlying operating profits of £911 million and 
£125 million respectively. At constant exchange rates this represents a sales increase of 
21% and underlying operating profit growth of 18%. Prior to acquisitions (Dandy, Kent 
and Adams EMEA) sales and underlying operating profits rose by 6% and 15% 

respectively. Exchange rate movements contributed £22 million to sales and £2 million 
to underlying operating profits. 

This good performance from the base business was driven primarily by strong results at 
CTB and our emerging market businesses in Africa and the Middle East.  

At CTB, the excellent performance seen in 2002 has continued into 2003. Sales in the 
first half were ahead by 8%. Market share rose by half a point in a market which grew 

by around 2% in volume (Source: IRI year to date to May 2003). Growth in our core 
moulded chocolate business has been driven by further extensions, Easter sales were 
strongly ahead (+8%) and we saw good growth in our high value sugar lines. Price 

increases implemented early in the year to cover increased cocoa costs generally held 
and did not significantly impact on consumer demand.  Profits benefited from higher 
capacity utilisation and continued focus on costs.   

In France, where the confectionery market has been weak, our gum market share 
benefited from new product launches toward the end of last year and early this year.  

After a number of difficult years, our South African business performed strongly with 

sales up by over 20% and market share ahead by 1.2 points to 23%. In Egypt, sales 
growth of 25% was driven primarily by the successful launch of Cadbury moulded 
chocolate tailored to key local price points. The Kent business in Turkey produced sound 
results, however its important export business has been hit by the strengthening of the 
Turkish Lira against the US $.  

Our Dandy business had a difficult half, primarily due to trading conditions in Russia. 
Early in the year, the business was restructured. It will now be managed within the 
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existing country and regional structure rather than as a stand-alone business. As a 
result the head-office in Denmark has been significantly scaled back.  

Americas Confectionery 

Americas Confectionery reported sales of £275 million and underlying operating profits 
of £16 million. At constant exchange rates, sales and underlying operating profits rose 

by  £178 million and  £9 million respectively, reflecting the consolidation of Adams' 
businesses in the Americas from the end of March (75% of the total Adams' business is 
in the Americas). Excluding the impact of exchange rate movements and acquisitions, 

sales rose by £6 million but underlying operating profits fell by £4 million. Exchange rate 
movements impacted sales by £10 million or by 9% and underlying operating profits by 
£1 million or 13%. 

The underlying operating profit decline in the business before acquisitions mainly 
reflects continued shortfalls in our Canadian operations. After a number of difficult 

years, our Canadian business is being reorganised both to focus on a smaller range of 
more profitable branded products and to reduce direct and indirect costs which are 
uncompetitive. The reduction in profits seen in the first half is a direct result of the 
repositioning of the business and reflects the combination of lower branded volumes and 
stock reduction.  

In Argentina, the business recovered strongly with sales up by nearly 50% and margins 
more than doubled.  

Asia Pacific 

In the Asia Pacific region, sales rose by 11% to £368 million. Underlying operating 
profits fell by 18% to £35 million. Favourable movements in exchange rates (the 
Australian dollar against sterling) contributed 1% to sales growth and 2% to underlying 

operating profit growth. Excluding the impact of acquisitions and exchange rate 
movements, Asia Pacific sales and underlying operating profits fell by 1% and 36% 
respectively.  

The reduction in underlying operating profit was due to shortfalls in our Food & 
Beverage and Confectionery businesses in Australia and to a lesser extent our 
confectionery business in China and related markets.  

In the Food & Beverage business in Australia, while the new SAP systems are now up 
and running, the indirect costs of what was a difficult implementation continue to impact 
the business. It has taken longer than expected to regain accounts lost as a 
consequence of the disruption caused.  

The confectionery business was affected by the combination of reduced consumer 

demand following significant price increases early in the year and destocking by the 
trade. 

Our confectionery sales in China and neighbouring markets were affected by the impact 
of SARS on consumer demand.  

Elsewhere in the region, our Indian business produced good results with the underlying 
business showing double-digit increases in sales and operating profits at constant 
currency.  

Adams 
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The Adams business was acquired at the end of March. The half results include 11 
weeks of trading during which the business made underlying operating profits of £17 
million on sales of £241 million.  

The North American gum market remains competitive, but the business continued to 

make excellent progress in the Latin American and Asia Pacific gum markets and with 
the Halls brand around the world.   

A recent re-examination of the Adams synergy and value-creation opportunities 
substantially validates the business case presented at the time of acquisition and we are 
moving rapidly to put our plans into action. 

Organisation: the new organisation structure is well advanced. All senior and middle 

ranking appointments have been made with many being taken by Adams managers. The 
country integrations are running ahead of schedule with businesses in the UK, Greece 
and Switzerland already merged and planning well advanced in Spain, France, South 
Africa, Mexico and Argentina.  

Revenue synergies: planning is well advanced and cross-selling initiatives are beginning 
to accelerate, for example:  

o Jaret products will be sold through the Adams network in the US from September  
o A range of Cadbury products will be in the Mexican route to market by the fourth 

quarter  

o In India our sales force are already distributing the Adams product range (mainly 
Halls) 

o Cost synergies: in supply chain, we have already secured procurement savings 
and are working on manufacturing plans. We have started the process of putting 

in place the North American shared services infrastructure centred in Dallas, and 
expect to have this operational by early 2004. 

Financial Review 

Sales at £2.7 billion were 15% higher than last half year, representing an 18% increase 
at constant exchange rates. Acquisitions, net of disposals, contributed 16% to revenue 
growth. The most significant contributors to growth from acquisitions were Adams 

(mainly in the Americas) and Dandy and Kent in the EMEA region. Like-for-like base 
business sales grew 2%. 

Underlying operating profit was up 3%. At constant currency the growth was 9%, with 
the base business contributing 3% and the half-year impact of acquisitions 6%.  The 
adverse impact of currency movements (6%) was driven mainly by weakness in the US 

dollar.  The overall trading margin fell from 17.0% to 15.3% reflecting lower margins on 
newly acquired businesses in their first year of integration. Excluding acquisitions, the 
trading margin fell slightly from 17.0% to 16.7%. 

Central costs fell by £1 million to £52 million reflecting lower head office and IT costs 
partly offset by central Adams integration costs.   

Income from associates at £24 million was £4 million lower than the previous half year 

of which £2 million was accounted for by exchange rate movements and the balance 
reflecting lower income from Camelot.  
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The Group charge for major restructuring, excluding associates, of £26 million was £9 
million higher than last year. Of this 37% relates to acquisitions.   

Goodwill amortisation at £44 million was £19 million higher than last half year, 
reflecting the acquisition activity within the Group over the last twelve months. The sale 
of minor subsidiaries and investments in the half recorded a loss of £1 million.  

The interest charge was significantly higher at £71 million, driven by the cost of 
financing Adams since completion at the end of March. 

Underlying profit before tax fell by 5% to £365 million but rose by 1% at constant 
exchange rates. Reported profit before tax fell by 16% to £294 million primarily 
reflecting higher restructuring and goodwill amortisation charges. 

The underlying tax charge is 28.5% as against 29.7% in the first half of 2002 mainly 

reflecting tax relief on the Adams acquisition. We expect the full year rate on underlying 
Pre-tax Profit to be no higher than 28.5%.  

Underlying earnings per share at 12.4 pence were 4% down on last year. At constant 
exchange rates underlying earnings per share were up 2%.  The impact of acquisitions 
in the half year diluted earnings per share by 3%.  Basic earnings per share (after 

goodwill amortisation, major restructuring and disposal gains/losses) fell by 19% 
reflecting the increase in restructuring costs, goodwill amortisation arising on 
acquisitions and lower disposal proceeds. 

Marketing Spend 

Marketing expenditure in the first half of 2003 was £318 million, an increase of 19% 
over last year and an increase of 23% at constant exchange rates.  This represents a 

marketing to net sales ratio of 11.8%, compared with 11.4% in 2002. Prior to 
acquisitions, the marketing to sales ratio was 10.8%, with the year-on-year reduction 
reflecting the combination of exchange rate movements and the phasing of marketing 
spend in Americas Beverages and European Confectionery. 

Cash Flow 

The Group traditionally has a seasonal working capital outflow in the first half, which is 

reversed in the second half. This year's free cash flow outflow of £261 million is greater 
than normal, primarily reflecting a significant increase in working capital. This was 
driven by payments on movements in cocoa prices, timing of marketing and bottler 
payments at Dr Pepper/Seven Up and acquisitions.  

Capital Spend 

Capital spend grew by £33 million to £128 million, with the increase largely related to 

the PROBE IT systems and the normal capital spend within businesses acquired over the 
last year.  

For the full year, we expect capital spend to be around £300 million as against £288 
million for the full year 2002. The increase is mainly driven by the consolidation of the 
Adams business.  
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Dividends 

The Board has declared an interim dividend of 3.65 pence, up from 3.50 pence in 2002. 
This will be paid on 17 October 2003 to Ordinary Shareholders on the Register at the 
close of business on 19 September 2003. 

Interim Report 

The Interim Results Report of the Directors will be mailed to Shareowners in early 

August 2003. This will include a UK/ US GAAP reconciliation and the Independent 
Review Report of the Auditors. 

A presentation on the results will be webcast live here at 09.30 a.m. Copies of the slides 
accompanying the presentation will be available on the website on 23 July from 11.00 
a.m. 

High-resolution photographs are available to the media free of charge from 13.30 p.m. 
today at www.newscast.co.uk, tel: +44 (0)20 7608 1000. 

Notes to Editors: 

1. Safe Harbor Statement  
2. Constant currency growth excludes the impact of exchange rate movements 

during the period.  
3. The contribution from acquisitions equates to the half year impact of businesses 

acquired or disposed of in the current and prior year.  
4. The schedules and notes to the schedules are attached.  
5. The regional restatement appendix is attached.   
6. Cadbury Schweppes 

Cadbury Schweppes is a major global company that manufactures, markets and 
distributes branded beverages and confectionery products around the world.  
With origins stretching back over 200 years, today Cadbury Schweppes' products 

- which include brands such as Cadbury, Schweppes, Dr Pepper, Snapple, Trebor 
and Bassett - are enjoyed in over 200 countries across the world.  With the 
acquisition of Adams and its brands - Halls, Trident, Dentyne and Bubbas 
bubblegum range - the group now employs around 55,000 people and is the 

world's largest confectionery company.  It is also number one in sugar and 
functional confectionery, a strong number two in gum and the world's third 
largest soft drinks company. 

ends 
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for further information contact: 

media enquiries 

Dora McCabe 

Head of Group Public 
Relations 
Tel: +44 (0)20 7830 5036 
Fax: +44 (0)20 7830 5137 

 
Angus Maitland 
The Maitland Consultancy 
Tel: +44 (0)20 7379 5151 
Fax: +44 (0)20 7379 6161 

 
Philip Gawith 
The Maitland Consultancy 
Tel: +44 (0)20 7379 5151 
Fax: +44 (0)20 7379 6161 

 

 

investor enquiries 

Sally Jones 

Investor Relations 
Director/Finance Director 
Global Commercial 
Tel: +44 (0)20 7830 5124 

Fax: +44 (0)20 7830 5157 
 
Marie Wall 
Investor Relations Manager 
Tel: + 44 (0)20 7830 5095 

Fax: +44 (0)20 780 5157  
 

 


