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• Good morning everyone and welcome to our capital markets day. It’s been 18 months since 
the last time we met and since then we have made a lot of progress to achieve our 
performance ambition.

• Our ambition is clear: to be one of the best performing, most trusted and respected 
consumer products companies in the world.

• We operate in a very attractive industry, and within the industry we have the best assets. 
• Let me tell you why.
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• The TBA industry is an attractive one in which to participate, with a natural runway for 
growth, when compared to other consumer goods.

• This industry growth is well supported by robust macro and consumer trends, which haven’t 
changed since the last time we presented them.

• We expect 500 million new legal drinking age consumers to come to the market over the next 
decade.  India and Africa will account for half of it. 

• About 730 million more consumers will be able to afford international style spirits, 85% of 
that growth coming from emerging markets.

• And finally spirits penetration in many emerging markets is still low when compared to 
developed markets. 
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• Our portfolio is the broadest in the industry and it is well balanced across all the categories, 
with particular strength in scotch.  

• We are #1 across 6 of the top 9 categories.
• Although we don’t own a cognac brand, we participate indirectly to the category growth 

through our 34% share of Moët Hennessy.
• In this slide we exclude Chinese white spirits, but in this large and profitable category let me 

remind you we have a jewel of a brand in Shui Jing Fang. 
• The baijiu category is expected to grow 6% CAGR over the next 4 years and, Shui Jing Fang is 

well positioned to grow even faster.
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• Our footprint is well positioned against the geographies that will generate most of the 
industry growth over the medium term.  

• The spirits industry is expected to grow in every market.
• And in each of these markets we have great brands, marketing, innovation and route to 

consumer to capture the opportunity  and we have leading positions in terms of market 
share.

• Most importantly we have scale where it matters, in the US, where we have an enviable 
leadership position, and Europe where we have gained 70bps of share over the last 2 and half 
years.

• We are number 1 in the markets accounting for about 80% of the overall growth.
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• Our portfolio is well balanced not only across categories and geographies but also across the 
different price tiers, supporting consistent, reliable growth regardless of the economic 
environment and consumer behaviour.

• Our reserve portfolio enables us to capture consumers as they seek to trade up the price 
ladder into luxury categories, especially in developed markets.

• We are also expanding our portfolio down into more accessible price tiers to capture 
consumers as they trade down during economic downturns or seek accessible international 
style brands especially in emerging markets.

• Overall the greatest strength of Diageo is how diversified our business is across categories, 
markets and price tiers, allowing us to better navigate through specific volatility while still be 
able to deliver on our mid term guidance.
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• To track the progress made against our performance ambition, we measure 4 areas.
• Kathy will talk about the progress made on efficient growth and value creation  later
• Let me tell you instead about the progress we have made to become one of most trusted and respected.
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• Ensuring we make a positive contribution to society has always been a priority for Diageo and is at the core of our performance 
ambition. 

• Our 2020 sustainability and responsibility targets underpin our commitment to become one the most trusted and respected CPGs in 
the world.

• We continue to make good progress against the 20 targets that we use, and we report the 5 key KPIs in our annual report.
• These include alcohol in society, health and safety, water efficiency and carbon efficiency, and employee engagement.
• We have made progress on all of them.
• We delivered 335 programmes on alcohol in society with a focus on reducing of misuse, targeting drink driving, binge drinking and 

underage drinking.
• Our performance on environmental KPIs continues to improve, specifically on water efficiency and carbon emissions where we have 

improved by 38% and 37% respectively. 
• The safety of our teams is a constant area of attention, and improved last year by 13%.
• Finally, ‘hot off the press’, are the results from our Annual Employee Values Survey which had an astonishing response rate of 93%, 

best in class versus the industry norms and it showed a very high employee engagement level of 75%. Employees feel very connected 
to Diageo.

• I’m pleased with these results as they demonstrates that as the pace of the business steps up we continue to bring our people with us.
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• Our strategy, the focus on the 6 priorities and our consumer led mindset have all contributed 
to improved performance.

• We delivered 4.4% net sales growth for the first half of this fiscal year, despite volatility in 
some emerging markets such as Nigeria, Brazil, India and Thailand.

• We will not talk about Europe today so let me spend a minute on it.
• Europe is the market where our strategy has been fully deployed the longest and the results 

are for everyone to see
• All of our premium core brands gained share in the last 12 months. 
• Our reserve brands are growing fast and now account for 20% of our Europe business, up 

from 13% three years ago
• Innovation has become a consistent and reliable growth driver
• We have invested in the route to consumer adding 200 sales people and more than doubling 

the accounts we cover
• And last but not least Europe is leading the work on productivity
• The improvement in Europe has given me even more confidence in our strategy
• Back to overall Diageo performance, I continue to expect organic net sales growth for F17 

broadly in line with H1.
• Margins have expanded by 120bps over the last 3 years, and we are on track to deliver an 

additional 100 bps over F17 to F19.
• As previously indicated we expect to deliver some margin expansion in the current fiscal year.
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• We have also improved our performance in cash, but most importantly we have become 
more consistent.

• Kathy will talk about cash later during the day but cash for me is an important barometer of 
how we execute across the business. A consistent cash performance means we are delivering 
our net sales and profit targets, but we are also doing it in an efficient way through 
disciplined capex spend and working capital improvements.
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• We have made a lot of progress, but we are not complacent.
• There is still room for more improvement and to become one of the best.
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• Let me now tell you how we are executing against our six priorities to continue to sustain improvement in performance
• After this I will also cover the progress we have made against the 3 focus areas I had identified for F17: Scotch, US Spirits

and India, as well as giving some insight on the progress we have made in putting consumers at the heart of the 
organization.

• .
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• Let’s start with premium core
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• The definition of premium core varies from market to market, but global giants are a good proxy for what is 
premium core at a Diageo level.

• Net sales of Johnnie Walker, Smirnoff, Captain Morgan, Baileys, Tanqueray and Guinness account for 42% of 
Diageo net sales and performance has consistently improved over the last 3 years.
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• And the most important indicator that we are improving performance and execution of our global giants is 
that we are winning most of our key battle grounds and gaining share.

• Johnnie Walker is gaining or holding share in in its 3 top markets and depletions are strong in the US.
• Captain Morgan is very successful in Europe, but even in the US, its biggest market it is now gaining share in 

rum and overtook Bacardi as number 1.
• And Tanqueray is gaining share in all of our key markets.
• There are two brands here that I want to see further improvement in performance: Guinness, where I would 

like to see a more consistent performance following the tough start to the year in Africa, and Smirnoff, 
whose performance in the US has been improving over the last 18 months but it is still losing share in vodka.

• Later today Deirdre will present what we are doing to win in the US, so for now I would like to touch on 
Guinness and more broadly our beer business.
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• Beer is an important part of our business, at 16% of net sales it’s our second largest category after scotch.
• The category has been growing 1% volume CAGR over the last 5 years and expected to grow 2% CAGR over 

the next 4 years.
• Our beer business is in a unique position – half of our sales are in Sub-Saharan Africa which is forecast to be 

the fastest growing geography for beer in the world over the next five years. 
• The other half of our sales is in the developed beer markets around the world, especially Ireland, GB & US 

where we have a very profitable business. 
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• Guinness accounts for 75% of our beer business in the US and Europe and has seen improving trends in our 
developed markets over recent years. 

• Guinness is a fabulous brand as it sits in the middle between big beer and craft – we are more famous and 
more widely distributed than craft, but we are also more different and flavourful than the big lager brands. 

• To take advantage of this position we started to re-build our brewing credentials so that we are no longer 
seen just as a brand but also a great brewer.

• One of the levers in how we are creating this shift is through our experimental brewery - The Open Gate 
Brewery in Dublin – for consumers and beer writers to come and taste what has been made that week, 
before it is launched anywhere else. 

• It is working, performance has improved and Guinness has gained 33bps of share in GB and 1ppts of share in 
Ireland over the last 2 years and a half.

• We now plan to export these learning to the US, where we have recently announced the opening of a new 
Guinness brewery in Maryland.
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• Within this Hop House 13 has been a tremendous success. 
• A lager from the house of Guinness, with more hops, more taste and more character.  
• It has sold over 27 million pints today reaching 3% market share of lager in ROI on trade and 5% in NI on 

trade in just 2 years from launch.
• Hop House 13 continues to grow rapidly in GB and Ireland and it is selling double the volume that had been 

sold at this stage last year.
• Equity data shows we have built a brand with strong potential and we continue to invest behind it.
• Last month we launched a new campaign.
• We have partnered with famed Documentary Director John Dower to break out of St James's Gate in order to 

hero four uniquely characterful outlets and the people behind them. 
• Within the Beer category Hop House 13 bridges the divide between craft beer and mainstream beer through 

demonstrating its authenticity, provenance and quality credentials. This has underpinned the approach we 
have taken when shooting each of the adverts; no scripts, no actors, just real people of character, telling real 
stories, to demonstrate why their outlets are some of the most characterful places to enjoy a Hop House 13.

• Let’s look at one of the clips.
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• The other region where we have a large beer business is Africa.
• Africa is expected to be the fastest growing beer market in the world, and Diageo has the scale to compete 

and win in this attractive market.
• In fact in every major market where we operate we are either number 1 or number 2.
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• Performance in Africa has not been consistent, somewhat impacted by external factors.
• In the last few years we had to reshape our business to adapt to the volatility we faced.
• In an environment, especially in Nigeria, where consumers trade down and look for value, historically our 

business was skewed to the premium end of the segment.
• We have reinvested behind our value brands such as Senator in Kenya and Saltzenbrau in Nigeria.
• Value beer for us has been the fastest growing category with net sales up 20% CAGR over the last 5 years.
• We have now a have stronger business that is better positioned to deal with volatility.
• I expect beer performance to improve, starting in the second half, as we lap the excise duty increases in East 

Africa and our performance in Nigeria stabilize and John will talk later in details about our strategy to deliver 
more consistent performance.
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• Of course Africa is not only beer.
• As you can see on the chart, our beer platform can help accelerate our spirits growth. Where we have beer 

we grow spirits significantly faster than spirits only markets.
• This is important as this enables us to shape the spirits market in the region
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• Africa is the region where we are stepping up our investment in mainstream spirits.
• But mainstream opportunity is not only in Africa.
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• In general the mainstream spirits opportunity is critical to accessing emerging middle class consumers.
• These account for 2/3rds of the total EM population, and mainstream spirits account for 85% of the spirits 

volume.
• These consumers are also increasing fast, in fact by 2030 – there will be 4.9 billion EMC consumers in the 

world and a staggering 1.3 billion of these will enter into the middle classes in the next decade alone. 
• This consumer group is worth a sizeable £11 billion and accounts for 1.1 billion cases globally (that’s around 

50% of all global spirits sales today). 
• So there can be no question that mainstream spirits is a huge opportunity both now and in the future! 
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• The biggest opportunities at the lower end of mainstream spirits are in India and Africa.
• It’s worth bearing in mind that if we focus on Africa for a moment, 80% of African consumers cannot afford to 

buy our international premium spirit brands.
• Yet, these same consumers are increasingly buying and drinking spirits. 
• And this shift to spirits will continue and this is our opportunity to influence consumers’ brand choice.
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• In the last five years we have built our muscles in this space, particularly through 
the acquisition of United Spirits, and we now lead in this category.

• USL gave not only the footprint to compete and win in India, but also the know-
how to expand and apply how we develop and sell mainstream spirits in Africa.
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• And despite volatility in both Africa and India our performance is improving.
• Net sales of mainstream spirits in Africa were up 20%, and our mainstream business in India delivered net 

sales growth despite the impact from demonetisation.
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• About 90% of our business in India is mainstream and the acquisition of United Spirits has provided the right 
platform to win in this market.

• In a market where scale does matter USL is the largest spirits company in India, with 44% share in spirits. 
• We have supply sites in most of the states where we operate and USL’s sales force provide full coverage of all 

relevant outlets.
• USL has the broadest portfolio to recruit emerging middle class consumers, ranging from value products to 

the Diageo reserve portfolio. The strategic focus is on what we call prestige and above brands. These brands 
are the fastest growing. Net sales in H1 were up 11%, despite the impact from demonetisation. 

• We are now investing more in innovation capabilities to combine Diageo know-how with local insights. We 
have launched Captain Morgan in H1, to tap into the 44 million case rum market in India. You can expect to 
see us more active in this space going forward.

• Anand will tell you more later in the day, but I am pleased with the progress we have made with USL.
• The environment remains volatile in the short term, but USL is a more resilient business and better placed 

than it has ever been to deal with this volatility and deliver the India opportunity.
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• Moving onto Africa
• John O’Keeffe will cover this in details later in his presentation, where our beer operations put us in an 

enviable position to shape the spirits market there.
• It’s not only about having the right infrastructure, we also know what it takes to win from a consumer 

perspective and we have the right portfolio.
• We are going after this opportunity in a systematic way; 
• We have a clear participation strategy using our big local brands and global/regional brands 
• and we are also leveraging our innovation capabilities to have the right brand with the right format at the 

right price.
• This can be a transformational opportunity and we have what it takes to win.
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• On to reserve now, our luxury portfolio.
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• We have the broadest portfolio in luxury.
• The results from the last 50 best bar survey shows how strong our portfolio is: with Tanqueray, Ketel One, 

Bulleit, Don Julio and Johnnie Walker being the best selling in their categories, and Tanqueray the 
bartenders’ choice.
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• The luxury opportunity in spirits is reflected in the growth it has experienced over the last 5 years, growing 
nearly two times faster than the industry overall.

• This growth has also been broad-based as it came across all geographies and categories.
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• And this growth opportunity is likely to continue.
• The number of consumers able to afford luxury products is accelerating and that 

will translate into value growth. 
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• Our insight in reserve is that the nature of luxury is changing and it has increasingly become accessible to everyone.
• Almost everyone is a potential luxury consumer these days.
• The top-down approach to luxury –where aspirations are driven by the lifestyles of UHNWIs –is falling out of favour as financial

worth is no longer considered the ultimate ambition.
• Experiences are more valuable to consumers than goods. In essence, new luxuries are things that are considered rare and 

precious in today’s climate –a fast-paced, heavily populated world.
• Traditional luxury, born out of Western values, visual codes and behaviour, is increasingly considered old-fashioned and out of 

date.
• Modern luxury instead speaks to globalisation, pride in local culture, and the consumer’s propensity to assemble their identity 

from any number of global and local influences.
• In summary luxury is now for everyone.



• We have aligned our strategy behind this insight
• We have identified that mass luxury represents 78% of our reserve growth opportunity to 2020, with North

America and Europe being the most important growth drivers.
• In particular there is a significant opportunity for further penetration of luxury spirits in Europe, as spend on 

luxury spirits is less than a half of what it is in the US, a market with a similar consumer income.
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• Our reserve business has a strong and a proven operating model.
• And year after year we continue to strengthen our operating model to reach more and more outlets and 

consumers.
• In F13, our reserve teams were reaching 13,000 of these influential accounts globally. 
• In F15 that number increased to 24,000 accounts and we are on course to reach 30,000 accounts by fiscal 17. 
• And we have nearly doubled our presence in the biggest cities.
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• Our World Class program is a great platform to deliver the mass luxury opportunity
• World class is a portfolio platform whose aim is to create a culture of ‘’fine drinking’’ similar to what 

happened in dining. 
• The competition, for the Worlds Best Bartender, the most prestigious in the industry remains at its heart, 

increasing from 18 countries participating in 2009 to 57 in 2017.
• However we have evolved the platform to be a fully integrated portfolio program which covers content, 

retail, and trade advocacy.
• Through World Class we have already had 250k bartenders trained to date, that will endorse and advocate 

our brands around the world.
• We expect to reach 35 million consumers in F17 with the TV program “The List”, a 5 series travelogue 

focused on drinks culture, across different cities, and 50 million more through content linked to ecommerce, 
enabling consumers to make simple cocktails at home and linking to purchase. 

• Our reserve brands will continue to be an engine of growth for Diageo.
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• Moving on to innovation
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• Our strategy is simple.
• All innovations focus on delivering one of three broad consumer outcomes: recruit, re-recruit or disrupt.
• In recruit, we develop new line extensions that bring new consumers to the brand franchise
• Re-recruit are line extensions that appeal to existing consumers and keep their interest and engagement in 

the brand
• Disrupt represents new to the world brands that we develop or access through Distill Venture
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• We lead the industry by being more effective at converting our innovations into scale returns, as 
demonstrated by this chart which shows that over the last 8 years in the US we have been responsible for 
just above 1/3 of all spirits innovations to hit the market, but these have delivered 60% of the retail sales 
value.

• Nevertheless, we continue to seek to improve our execution. We are getting quicker at understanding what 
works and what doesn’t. And quicker at upweighting our investment behind success to deliver it at scale.
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• Crown Royal Regal Apple has been a tremendous success and instrumental in recruiting the brand’s next generation of 
Crown Royal consumers, bringing incremental volume with low cannibalization.

• In its third year after the launch it is still growing and gaining share.
• In H1 we launched a new flavor variant, Vanilla, as we aim at further diversifying our consumer base with 

multicultural, millennials and women. 
• Vanilla is the most recognized flavor in the world and I expect it to continue to bring even more energy and dynamism 

to the brand.
• Initial results have been very encouraging 60% of Vanilla buyers are already repeat purchasers and the new flavor is 

not cannibalizing the core brand.
• I know some of you are concerned about potentially overplaying flavor extensions in whiskey. 
• I want to reassure you that we only use flavour extensions if there is a consumer insight to recruit new consumers.
• While there will be some more flavoured limited seasonal offerings available, we don’t have currently any plans for 

another permanent flavor extension.
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• Holistic lifestyle is a real consumer trend that we are seeing across the markets and we are moving into this 
space to recruit new consumers into our brands.

• With Baileys Almande we are redefining the cream liquor category. It is a gluten free, dairy free, vegan 
almond milk liquor aimed at recruiting health-conscious and balanced lifestyle consumers into Baileys brand. 
It was initially tested in 3 markets and has now launched nationally in the US.

• Lazy Bear by Bundaberg was launched in Australia this year. It is  a low ABV product and it aims to recruit 
consumers from beer in the growing daytime occasion. 

• It combines the refreshing taste of Bundy Rum, dry ginger ale and a splash of soda & natural lime. It broke 
established category rules by being positioned next to beer in stores and it has been the biggest Australia pre 
mix launch in the last 5 years.

• Finally with Smirnoff Pure we want to overcome category barriers which include sweetness and artificiality to 
recruit consumers into Smirnoff in day-time, mixed group occasions.

• There is nothing to hide in the bottle:  just vodka and natural ingredients. It was launched in October and it 
quickly became the number 2 RTD innovation in Australia.
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• Flavour extensions and limited editions are a good way to continue to bring low cost, new news to the
consumers and keep them interested in the brands.

• Baileys Pumpkin Spice is a limited seasonal edition launched in the autumn to provide a delicious alternative
during that important holiday season.

• It is not only about flavours, but also limited editions.
• Smirnoff Red, White & Berry was launched in the summer in the US, as a refreshing drink for the 4th of July 

celebration
• Also our investment in packaging technology continues to add meaningful differentiation and enable great 

design, while containing costs. 
• For example Smirnoff Red, White & Berry flavored vodka used 3 surface print techniques to create a realistic 

frozen ice look and feel and Bailey’s Pumpkin Spice utilized printable holographic foil on shrink, a first for the 
alcohol industry in the USA
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• Across the world, but particularly in the US, we are seeding new brands to gauge consumer reactions with 
the aim to disrupt categories. 

• We have the capabilities to do that ourselves or through our incubator program: Distill Ventures. Some of 
these brands are new to world, some others are existing brands that we are patiently developing and that 
are looking very promisingly: such as George Dickell, a Tennesse Whisky.

• We have done that across categories: in rum, mezcal, US whisky, scotch, Australian and Danish whiskies and 
there are a few more in the pipeline

• I like this slide as it really shows how Diageo can use the consumer insights that we gather through our scale 
business to innovate with the pace and agility typical of smaller craft spirit players

• We have the best of both worlds.
• There is no time to go through all of them in details, but let me touch on two of them.
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• With the Hilhaven Lodge we have created an outstanding whisky from three exceptional American whiskeys 
from three distinct decades: Bourbon, Rye and Tennessee. 

• It won a Double Gold in 2016 San Francisco World Spirits Competition and it was elegantly served at the 
Oscar After-Parties this year.

• Currently we have launched the brand in Los Angeles, Miami, Las Vegas, New York and Louisville. 
• Building spirits brands like this takes creativity, patience, flair and an owner mind-set. 
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• And last night I hope you managed to taste Roe&Co, a new premium blended Irish whiskey, named in honour 
of George Roe, a true pioneer of Irish whiskey. 

• This is our latest addition to our reserve portfolio.
• With the signature smoothness of Irish whiskey and with remarkable depth of flavour, Roe&Co is a masterful 

blend of rich malt and the smoothest of grain whiskies aged in 100% Bourbon casks.
• It’s delicious and it is getting fantastic response from mixologists and experts.
• It was launched in Europe in March and early results are very encouraging.
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• We also try to leverage the entrepreneurial activity in the spirits industry and Distill Ventures is our 
accelerator programme for entrepreneurs creating the global drinks brands of the future. 

• We screened over 3000 entrepreneurs to get to 14 seed investments. 
• F17 has seen huge growth for Distill Ventures – increasing its portfolio and expanding into North America, 

arguably the world’s most exciting craft spirits market. 
• In addition to the investments in Starwood whiskey, Stauning whiskey and Belsazar vermouth that were 

announced last year, Distill Ventures has also been proud to announce investment in Seedlip, the world’s 
first distilled non-alcoholic spirit.

• This is a very effective way to leverage the entrepreneurial interest in the spirits industry, allowing us to act 
with pace when we spot a brand has the potential to surprise.
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• Turning to route to consumer now
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• When we launched the route to consumer project 3 years ago, our initial focus was to increase our 
distribution coverage 

• That effectively meant to have  more of our products in more places and activate our brands better in those 
outlets.

• Overall we made significant progress. 
• we increased our outlet coverage by >300,000 outlets and our sales calls by approx. 2 million per annum.
• We also equipped our markets with proper tools and training to be able to win.
• Some markets like Europe, started earlier in developing a standardized more analytical approach on how to 

improve our commercial execution.
• We want to accelerate and improve globally our standards of execution, develop capability and drive net 

revenue management across our markets. 



• Kathy will talk later about the work we are doing on net revenue management 
• Here I want to focus on how we are setting our execution standards.



• We now have minimum standards of execution we expect each market to deliver against.
• They will help to transform our commercial organisation and help activate brands at the point of purchase 

with strong financial discipline and performance management.
• These commercial standards will ensure that there is a consistent way the commercial organization 

establishes customer and outlet plans, measures performance and rewards our teams and our partners.
• I will touch on a couple of them.
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• Focus on customer planning has allowed us to improve our sales forecast accuracy by 12 ppts over the last 2 
years. And now we benchmark in the top quartile against our peers.

• Having a good sales forecast accuracy means that we run our operations more efficiently, with less working 
capital while delivering a higher quality service to our customers.

• The improvement was driven by focusing on 3 key areas:
• First we have reviewed the end to end process and made sure that both demand and supply activities are 

fully joined up
• We have also improved the capabilities within our teams to create better sales plans, and with that comes

improved sales forecast accuracy.
• Finally in over 30 countries we have state of the heart statistical forecasting tools supported by a team of 

world class experts
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• The outlet execution standard focuses on how we present our brands to the consumer to influence their 
purchase decision.

• To ensure that we have the right focus in every single outlet, we have defined minimum outlet execution 
standards for 100% of the outlets we call on.   

• That means that 1 million outlets will have tightly defined everyday execution standards for 365 days a year.
• Performance against these standards by outlet will be measured in a non subjective way, for example by 

photo capture which many of our countries are using today.
• The sales reps and their line managers receive weekly reports for their territory so they know exactly where 

there is opportunity to increase distribution, display, rate of sale and market share.
• The examples here show the significant impact that shelf positioning has and also how to enhance brand 

visibility in store.
• Winning at the outlet is a sure way to drive growth and beat the competition.



• When we get it right we win.
• Here are some statistics from 2 different markets showing how outlets that achieve execution standards far 

outperform outlets that don’t.
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• Moving on to productivity
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• We are on track to deliver the £500 million productivity savings by the end of F19 and improve 
our organic margins by 100 bps.

• Our focus is to drive out costs to invest in growth and we are committed to reinvest two thirds 
of the productivity savings back in the business to fuel our top line.

• We are creating a virtuous circle, the more efficient and effective we are, the more investment 
we can put behind our biggest opportunities, fueling top line growth and driving margin 
expansion.

• I’ll let Kathy tell you more on the progress we are making on the specific areas of the 
productivity program.



• Let me move now from our executional priorities to how we are deploying them 
against our three focus areas this year. 

• We have already touched on India when talking about mainstream spirits
• I will give a quick update on the other two: scotch and US Spirits
• And let’s start with scotch.
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• We have the broadest portfolio within the category, across all price points and at 41% global share we lead 
the category in every single region

• Of course not all the brands are present in all markets, but every market has taken a subset of these brands 
to fulfil their specific consumer needs. 

• Historically our focus had been on standard and above. 

• However, we are accelerating recruitment through increased focus on primary, particularly in Latin America, 
as John will tell you later
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• Scotch is a vibrant category, expected to grow at a CAGR of 6% over the next 4 years.
• Growth is coming from both developed and emerging markets although from two different trends
• In developed markets growth is coming from premiumisation into the higher price points, helped by a 

vibrant brown spirits category.
• But it is in the emerging markets where most of the growth will come from, as rising income makes scotch 

brands more affordable for the emerging middle class trading up from local spirits.
• We are well placed to capture this opportunity with the investments we have been making on our primary 

scotch brands.
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• Scotch was one of the focus areas I highlighted last year where I wanted performance to improve
• We are delivering on that
• In the first half scotch net sales were up 6%. This improvement was broad-based across all key brands and 

segments: Johnnie Walker, Buchanan’s, single malts and primary scotch all delivering net sales growth
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• While we are doing well, we are not complacent
• We have the right strategy to continue to sustain this level of performance
• This is based on 4 pillars that John Kennedy will take you through later
• we are executing a number of initiatives to make sure scotch remains relevant and aspirational for 

consumers in every market.
• In February for example we launched the International Scotch Day, to invite people everywhere to raise a 

glass of scotch to celebrate a drink that's made to be enjoyed with good company, wherever and whenever.
• We want to keep scotch exciting to the next generation of consumers 
• here it is a clip from the visit that Coco Rocha, a Canadian top model with a million followers on Instagram, 

made to our cooperage house in Scotland to promote it.
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• Play video, 1 minute
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• Moving on to our business in the US, which Deirdre will cover later

• Spirits has grown share versus beer and wine for the last ten years and the trend is expected to continue.  
• Favourable demographic trends, more diverse consumption occasions, and improved access have driven spirits growth 

ahead of beer and wine. 
• Underlying growth and profits in the industry have been strong over the past decade, with value growth consistently 

above 4% with the exception of 2008-09 during the financial crisis when growth dipped to 1-2%. 
• Diageo has a position of strength in the US market with a 21% market share, more than twice that of the nearest 

competitor. 
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• Premiumisation is expected to continue to drive growth with premium and above brands forecast to grow 
the fastest

• And we are well positioned to benefit from this trend
• we are market leader in the premium and above price tiers, more than 2 times bigger than the nearest 

competitor
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• We have leading brands across categories in premium and above price points and, importantly our brands 
reach across key consumer demographics and occasions.

• Our innovation track record is the strongest in the industry, as you have seen in the innovation section
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• I am pleased with the progress we have made so far
• In the last 18 months we have made a lot of changes to our business in the US
• these changes seem to be working as performance has sequentially improved. 
• our goal is to keep the momentum going, close the gap with industry growth first 

and then start to gain share
• We have a clear strategy on how to do it and Deirdre will share more later on 

what we have done and more importantly what we will be doing.
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• Our execution against our 6 priorities and 3 focus areas has been a key driver of the improved 
results, but there is more behind it

• When I laid out this performance ambition 3 years ago, perhaps the most important change I 
have been driving into the organization is to put the consumers at the heart of what we do 
and how we engage with them
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• I wanted Diageo to become a more consumer centric while embedding a sell out culture across the 
organization and we have made a lot of progress

• We are better equipped to win at the moment of choice, where consumers buy our products
• We are getting better and better at understanding insights to anticipate consumer trends
• We have a much more agile organisation, able to quickly adapt to changing consumer environment
• And finally we put our consumers at the heart of what we do but with a performance oriented mindset, we 

do it in the most efficient and effective way.
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• In the last three years many of the changes I have been driving through the organization have been in service 
of winning with our consumers

• Our supply chain is more agile, enabling us for example to move to a replenishment model for our innovation 
launches in the US. We can now launch innovations with the same scale, but putting less stock in the system.

• You have heard before how our work in route to consumer has allowed us to expand our coverage, but also 
improve execution in outlet

• We have invested in sales capabilities, with more than 7,500 employees across 84 location being trained 
• And finally we have upped our game in the on trade, normally the first place where consumers see and try 

our brands.
• A lot has been done, but a lot more to do, particularly on marketing .
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• The world is changing faster than ever and we need to ensure our markets are evolving their programs fast 
enough to win share.

• Mobile devices have changed the way we connect with the world, and this year, they will overtake TV as a 
source of information and entertainment

• The new reality is consumers are in control of how they connect with the world. 
• To stay closer to consumers we have changed and adapted the way we do marketing. 
• We have trained our marketers on our new marketing approach which follows the principles of purpose, 

personal, partnership and performance.
• In line with our productivity mindset this was done with zero budget for T&E, and all the training was 

provided using web based technology
• As we get more data and insights we are able to make more informed decisions on how we allocate our 

marketing spend by market and brand and ensure we have the right media mix 
• Traditional media channels are still very important as they provide the most efficient way of reaching the 

broadest range of consumers, but we are also focusing more on digital as you have seen last night.
• Over the last 3 years spend on digital has doubled its weighting in our media spend
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• Syl’s presentation will focus on the significant upgrade we’ve made to our insight and measurement 
capabilities.

• I’m really thrilled with the progress here.
• We’re getting better at understanding future trends and how they are affecting how consumers think about 

things like status.
• We’re moving to an occasion based segmentation methodology
• Our research tools have been significantly upgraded, reflecting how people really make choices, and giving us 

more accurate insight.
• And we’ve  pioneered a totally new system for measurement and evaluation that will sit on the desktop or 

tablet of every marketer.
• Syl will talk about this in detail in a few minutes, but the centrepiece of our efforts to be more effective at 

how we invest behind our brands is the new marketing catalyst system.
• The aim is to be best in class in our ability to understand how our A&P can drive more profitable short and 

long term growth
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• We are now much more forward looking as a business, developing a foresight system which will help us 
identify trends and implications, and to take deliberate action against those with the highest value to the 
business.

• Syl will be sharing a few more of the trends we are using to drive growth later, but I wanted to mention three 
with big implications for our business today.

• Wellbeing is increasingly important to consumers everywhere and we are starting to be more active in this 
area by focussing on organic, lower calories and even alcohol free extension of our brands 

• Consumers everywhere are using technology like smart phones and social media to enhance and organise 
their social lives.

• They can both plan social occasions more effectively and be more spontaneous in identifying opportunities 
to spend time together. In the UK we are running a pilot with Deliveroo to give consumers ready access to 
drinks in the same way they do for food.

• Finally as consumers look for more immersive and rich social experiences we are also recognising the 
opportunity of 3rd Space.

• For example, in India we are expanding our route to market to enable us to access occasions such as 
weddings, and use pop up bars to be present in festivals and other events which provide new opportunities 
for consumers to enjoy our drinks and for us to share our brand stories with them.

• For Smirnoff this is now a significant way we reach people in developed markets, and you will hear later 
about how we can extend the thinking behind the Guinness Open Gate Brewery to show up at beer festivals 
in our key markets.
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• Diageo is now more agile than it has ever been

• Three years ago we moved to a 21 markets operating model flattening our organisation as we removed the 
regional layers.

• This allowed us to operate a more transparent and accountable performance management system, where 
opportunities and risks can be identified quicker at market level, allowing us to make faster decisions. 

• As part of our organizational effectiveness program we are moving to the next level as we continue to widen 
span and reduce layers

• We also run simpler and more efficient processes.

• We are  running end to end LEAN reviews across the business to transform how we work and to unlock 
further efficiency and effectiveness, Kathy will tell you more about that

• Focused on commercial, finance and HR processes we are analysing activity at a detailed level, focusing on 
“pain points”, we then solve them by eliminating waste, simplifying, streamlining, automating and 
implementing organisational changes as required.

• In the route to consumer section you have seen how a smarter process has improved our forecast accuracy 

• Finally we are now able to access and analyse more, better quality data from multiple sources. 

• This could be directly from consumers through online interactions with our brands, or from our customers 
and distributors as well the companies we partner with.

• All of this data enables us to gather insights, identify opportunities or issues and allows our commercial 
teams to respond quicker

• We have improved but our goal is to continue to build our agility in order to deliver consistent growth in 
what we expect to be an ever increasing volatile environment
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• I am confident in the quality of Diageo’s senior leadership team across the world
• In the past 18 months we continued to significantly strengthen our bench and I now expect 

greater stability
• We have built strong diversity across gender and nationality and are determined to take it 

further
• Most importantly our leaders are highly accountable and aligned to our performance 

ambition
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• We have a highly engaged workforce
• 97% of our middle management and above indicated in our values survey they are clear on how their own 

goals and outcomes support our performance ambition
• We have fewer layers and hold people more accountable for delivering their targets
• We are creating simpler, leaner processes supported by higher quality data that enables faster decision 

making
• We apply much more rigour and discipline in what we do, from how we run our supply chain to how we 

forecast to our approach to innovation
• In summary we are creating a high performance culture in Diageo and this is what is contributing to the 

improved performance momentum
• And whilst there is still more to do, our people and culture give me confidence that we can sustain our 

performance.
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• We are on track to deliver our medium term guidance and our performance ambition
• I expect Diageo to achieve mid-single digit net sales growth and expand organic operating margin by 100bps 

by then of F19
• Our productivity program will provide the fuel to grow our top line, as two thirds of the savings will be 

reinvested in the business.
• We have already started reinvesting and specifically up weighted marketing spend in the US in this second 

half.
• In F18 I expect we will up weight further in the US and also behind scotch
• The rigor we now have on measuring the effectiveness of our marketing means that we know what works 

and what doesn’t work and we will reallocate the resources behind the biggest opportunities.
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• Before I close I’d like to make a few points
• Diageo has the brands and the footprint to win in what is an attractive growing industry
• When I took over as CEO I felt privileged to inherit these assets, that hasn’t changed.
• What has changed, and to a certain degree it is still changing, is that we have created a 

high performing culture that is consumer centric
• We have the right talent with clear accountabilities.
• I also see a more disciplined organization with quality data and insight informing our 

decisions and improving our agility
• We have an everyday focus on efficiency that is providing the fuel to reinvest behind our 

brands
• Our top line is already within the low end of our guidance range
• Our margins, already amongst the best in class, are expanding
• Our delivery of cash is much more consistent
• All of this underpins why I am confident that Diageo will deliver sustainable, consistent 

performance and our medium term guidance.
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• Which leads me for the agenda of today
• In a minute Syl will talk about the significant upgrade we’ve made to our insight and 

measurement capabilities in marketing.
• We’ll then move on to the US, our biggest market, where Deirdre will give you an update 

on the progress we have made in the last 18 months and our focus for F18
• John O’Keeffe will present our strategy in Africa and show our plans on growing beer and 

accelerate the growth of spirits
• After lunch John Kennedy will update on our largest category, scotch, and the plans we 

have to continue to deliver sustained performance
• Anand will follow to present our business in India and our strategy to deliver our mid 

term goals on top line and margin
• And finally Kathy will bring everything together and talk about how we will deliver strong 

and sustainable value creation
• We will close the day with a plenary Q&A 
• A lot to get through, so we’d better get started.
• I’d like to invite Syl Saller, our Chief Marketing Officer, and Andrew Geoghegan on the 

stage. 
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