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57th ANNUAL GENERAL MEETING  
21 May 2021 

 

QUESTIONS RAISED BY MINORITY SHAREHOLDERS WATCH GROUP 
__________________________________________________________________________________ 

 
STRATEGIC & FINANCIAL MATTERS 

 
1. Heineken Group’s gross profit margin for the past five years are shown in the table below.  

 
RM’000  FY2016* FY2017 FY2018 FY2019 FY2020 
Revenue  2,810,308  1,929,636  2,029,672  2,320,249  1,762,396  
Gross Profit  1,003,464  662,772  653,801  708,925  478,852  
Gross Profit Margin  35.7%  34.3%  32.2%  30.5%  27.2%  
*18 months results  
(Source: Company’s annual reports FY2016 to FY2020)  

 
The Group’s gross profit margin has not expanded in the last five years. Is the Group able to pass 
on the higher input costs to customers through higher prices?  
 
HMB’s response 
 
The Group aims to deliver solid growth whilst maintaining a healthy gross profit margin focusing on 
driving efficiency to add value. Management regularly reviews the pricing of the Group’s products, 
taking into consideration the market landscape and the affordability of its products to consumers.  
 
We have taken price increases to mitigate cost increases in last 3 years and since last year, we have 
taken a more aggressive step in terms of reducing discounts.  
 
In addition, the Group also takes into consideration its cost base, inflationary pressures and 
commodity pricings. The Group ensures that it adheres to the Price Control and Anti Profiteering Act 
when determining pricing as well. 
 
What efforts are being taken to deal with the increasing input costs? What are the opportunities, if 
any, for the Group to pass on increases in costs? 

 
HMB’s response 
 
The Group leverages on HEINEKEN’s knowhow, and its global scale and trading terms to drive further 
efficiency. We have embarked on various initiatives such as: 
 
(i)   simplification of our processes 
(ii) right sizing our organisation and cost base; and 
(iii) automation through digital 
 
Management regularly reviews the pricing of the Group’s products; and opportunities to pass on 
costs increase will be considered as necessary following rigorous evaluations of affordability.  
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STRATEGIC & FINANCIAL MATTERS 
 
 

2. The rapid adoption of e-commerce in Malaysia was further accelerated by the pandemic, with 
many consumers switching from visiting physical stores to doing their shopping online. HEINEKEN 
Malaysia’s official e-commerce platform, Drinkies.my, grew its total number of orders by 93% 
compared to 2019. The on-demand delivery service is currently available in major cities of 
Peninsular Malaysia (page 31 of Annual Report (AR) 2020). 
 
(a)  Are the e-commerce sales enough to compensate the loss in sales volume from on-trade 

channel (restaurants, food court, hotels, pubs etc.) in FY2020? What is the current on-trade 
and off-trade (supermarkets and convenience stores) sales mix?  

 
HMB’s response 

 
  While we recorded significant improvement in our e-commerce sales in 2020, the                     

e-commerce business is still relatively small compared to the mainstream channels such as on-
trade and off-trade.  However, it is growing rapidly as Covid-19 is accelerating this. 

   
  We are unable to share channel splits due to commercial sensitivity. Nevertheless, we can 

share that the on-trade and off-trade channels represent a larger part of our business.  
 
  The intermittent lockdowns and restrictions resulted in a slowdown in the on-trade, whilst 

driving greater demand to the off-trade and e-commerce channels in line with growing trend 
of in-home consumption.  

     
 (b)  The prolonged impact of the pandemic and perpetual lockdowns with restrictions on social 

activities are expected to continue impacting on-trade beer volumes, what is the Group’s 
online/delivery strategy going forward?  

 
HMB’s response 
 
Drinkies.my is HEINEKEN Malaysia’s one-stop e-commerce platform that connects directly 
with consumers, enabling online shopping and ordering of alcoholic beverages that can be 
scheduled for delivery in a safe and contactless manner to the homes of consumers. We are 
also the first to bring the bar experience to the home where consumers can now order 
draught beers for their gatherings or small events at home. We also offer exclusive 
promotions to consumers on these platforms to create excitement across various campaigns. 
 
During 2020, other than expanding the geographical footprint from just Klang Valley, Penang, 
Johore Bahru to include four more cities i.e. Seremban, Malacca, Ipoh and Kuantan, we have 
introduced a Drinkies mobile App that consumer can easily download. We also partnered with 
e-commerce marketplaces like Shopee, etc. to address the latest consumer trend towards 
online shopping at their convenience.  

 
We also have launched our B2B platform in March 2021 to connect with our customers or 
outlet operators digitally. We are the first to launch this in Malaysia. 
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STRATEGIC & FINANCIAL MATTERS 

 
 
3.  Substantial investments are required to maintain and further grow Heineken’s portfolio of 

international and local brands. The distribution, marketing and selling expenses as a percentage of 
the Group revenue have declined from 13.4% in FY2015 (page 82 of AR 2015) to 9.4% in FY2020 
(page 87 of AR 2020). 
 
Is the Company spending enough on marketing and sales to grow sustainably? What specific 
actions are the Company taking to grow sustainably? 
 
HMB’s response 
 
In 2020, the Group’s revenue was significantly impacted by the Covid-19 pandemic and the 
intermittent lockdowns and restrictions on social activities. To mitigate this impact, the Group 
adopted a cautious approach in cost management and initiated measures to right size its cost base. 
This included adjusting commercial expenses in line with the reduction in revenue.  
 
The Group’s ambition is to continue investing around 13% of revenue into building our core brands 
and innovations. However, the restriction on social activities has somewhat caused to delay some of 
those reinvestments into brand and equity building. 

 
4.  The Group has written down inventories amounting to RM7.3 million in FY2020 (FY2019: RM2.7 

million) (page 90 of AR 2020). 
 

(a)  Which inventories were written down and why?  
 

HMB’s response 
 

Situations in 2020 was very volatile for our business. Whilst we endeavored our best to forecast 
accurately and run trade promotions, the intermittent MCO and lockdowns has resulted in 
about RM7.3 million in unavoidable write off for inventories that has reached “the best before 
date”.  
 
It is unavoidable that certain outlets such as pubs and entertainment outlets were not allowed 
to operate, whilst other on-trade outlets like restaurants, coffee shops and food courts were 
restricted by SOPs that limited dine-ins.  

 
(b)  With the economic uncertainties resulting from the on-going pandemic which may impact 

the saleability of inventories, are further write downs of inventories (like the amounts in 
FY2020) expected for FY2021?  

 
HMB’s response 

 

The situation continue to be very volatile in 2021 and expected to impact the business further. 
We have some learning in 2020 whereby we now keep a lower inventory level than 2020 but 
this can also be vulnerable if the markets open up very quickly.  
 
We have to work very closely with our trade partners to ensure adequate supply to the market 
and healthy inventories level with planning and collaboration. 
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STRATEGIC & FINANCIAL MATTERS 
 

 
5.  The total compensation for the key management personnel of the Group and directors of the 

Company and subsidiaries has increased by 27.6% to RM12.5 million in FY2020 (FY2019: RM9.8 
million). (Note 23, page 127 of AR 2020)  

 
What is the reason for the significant increase especially since there has been a substantial drop in 
revenue and gross profit as follows: 

 
RM’ million  FY2019 FY2020 
Revenue  2,320  1,762  
Gross Profit  709  479  

 
HMB’s response 

 
The increase in key management personnel remunerations of 27.6% or RM2.7mil was attributed to 
the followings:- 
 
(i) An adjustment to the Managing Director’s remunerations whereby his FY2019 performance 

bonus were paid in 2020 on full year basis versus 2019 when it was pro-rated (4 months 
basis) as he joined the company in September 2018.  

 
(ii) The new appointment of Digital & Technology Director in January 2020 when the job was 

vacant in 2019. 
 
(iii) Net effect of changes in Management Team between 2019 and 2020 as well as salary 

increases and performance bonus payout for 2019. 
 
Remunerations of the Managing Director and senior managers or Management Team members are 
guided by the HEINEKEN Senior Managers Reward Policy. The performance of the Managing Director 
is reviewed annually taking into considerations the corporate and individual performance. 
 
For the record, the Management Team delivered an additional RM30mil to the profit after tax for 
FY2019 and the performance bonus and salary increment in respect of FY2019 performance were 
paid in 2020. Nevertheless, because of the crisis in 2020, there were no increment and performance 
bonus paid for FY2020 in 2021.  

 
 

--- end-- 


