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Names in the News: WBD & MNST

Warner Bros. Discovery, Inc. (WBD) & Monster Beverage Corporation
(MNST)

This week, we cover two large cap U.S. names that recently reported a strong
quarter and have been upgraded in the PRVit framework, Warner Bros.
Discovery, Inc. (WBD, rated ‘Buy’) and Monster Beverage Corporation
(MNST, rated ‘Overweight’). WBD’s stock price rose more than 7% on
Wednesday as the market digested a strong quarterly performance and the
news of the company’s recently announced split into Warner Bros. and
Discovery Global, expected mid-2026. MNST’s stock price rose by 8% last
Thursday after reporting record quarterly net sales, resulting in a positive EVA
Momentum inflection after five sequential quarters of deterioration. WBD
saw EVA Momentum (growth) turn positive as of the quarter ending June for
the first time since Q2 2022, driven by an expanding EBITDAR Margin
combined with an acceleration in top-line growth and improving asset
efficiency. EVA Margin bottomed out at record lows in Q3 2024 and has since
seen a sustained improvement within the last three quarters. While FGR, our
P/E equivalent, is high relative to historical levels at 61%, it comes against a
backdrop of very depressed economic profitability. Valuation remains
favorable on an industry-relative basis, supported by a low economic price-to-
book level. The company has seen Profitability improve through 2025, with
EVA Momentum (growth) seeing a positive inflection. We see the firm as an
interesting turnaround opportunity.

We also look at MNST. EVA Momentum (growth), which had deteriorated to
0% over 5 consecutive quarters till Q1 2025, saw a positive inflection in the
quarter ending June as top-line growth turned less negative, combined with
an improvement in P&L profitability. FGR was trading at 57% on August 13,
near the upper end of the historical range. We remain cognizant of elevated
investor expectations but keep a bullish view on the firm’s outlook for
incremental EVA creation going forward, with EVA Momentum (growth)
inflecting up as of Q2 and economic profitability seeing an uptrend over the
recent quarters.
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Figure 2: HEAT Map
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PRVit and Sub-Factors

PRVit compares a company's operational
Quality, based on EVA metrics, to the
company's market-based Valuation.
When Quality exceeds Valuation, the
overall PRVit ranking will be higher.

Scoring

All factors scored from 0 to 100.

PRVit: 100 is most favorable.

Quality (P-R): 100 is highest Quality.
Profitability (P): 100 is most Profitable.
Risk (R): 0 is lowest Risk.

Valuation: 0 is cheapest.

Heat Map: The Heat Map shows the
visual trade-off between Quality and
Valuation: Companies in the favorable
(blue) area offer higher quality and/or
cheaper valuation than those in the
unfavorable (red) area.

ISS ESG Performance: Page 4 includes
the ISS ESG Performance ratings of both
firms, coupled with their industry-
specific rankings.
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About ISS EVA

We are an independent equity research
provider offering investing insights
through the use of our proprietary
Economic Value Added (EVA) framework.
Our experienced team of global analysts
offers both fundamental and quantitative
company analysis on our +29,000 stock

universe.
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Warner Bros. Discovery, Inc. (WBD)
PRVit Recommendation: ‘Buy’ — Turnaround Potential

e Sales Growth for the quarter ending June was up 1% after 6 consecutive quarters of negative growth. The increase
was attributable to strong growth in global streaming subscribers and content revenues from theatrical releases,
which was partially offset by declines in advertising revenues and linear pay TV subscribers.

e EBITDAR Margin bottomed out in Q3 2024 and has since seen three consecutive quarters of improvement,
supported by lower adjusted COGS, offset partly by elevated adjusted SG&A expenses as a % of sales.

e The Productive Capital Charge (lower is more favorable) is historically elevated but has continued to trend lower
over the last four quarters on decreasing PP&E and Book Intangibles charges, relative to Sales. Ad&Promo and
Goodwill charges, however, have continued to increase over the recent quarters.

e EVA Margin bottomed out at a record low of -15.6% in Q3 2024 and improved by 180bps over the subsequent
three quarters to -13.8% as of the quarter ending June.

e EVA Momentum (growth) turned positive as of the last quarter for the first time since Q2 2022, driven by an
expanding EBITDAR Margin combined with improving top-line growth and asset efficiency.

e Embedded expectations for growth (FVA) have remained at high levels relative to history over the last two years
while Current Value Added (CVA) has trended near record lows. Future Growth Reliance (FGR) is currently trading
near 60%, near the upper end of the historical range but down slightly from September 2024 highs of 73%.

e While FGR, our P/E equivalent, is high relative to historical levels, it comes against a backdrop of very depressed
economic profitability. Valuation remains favorable on an industry-relative basis. The company has seen
Profitability improve through 2025, with EVA Momentum (growth) seeing a positive inflection. We like WBD as an
interesting turnaround opportunity.

EVA Drivers: Sales, Margins, and Turns EVA Fundamentals: Profitability Level and Growth
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Monster Beverage Corporation (MNST)
PRVit Recommendation: ‘Overweight’ — Very Strong Quality Trading at a Premium

e Sales Growth (TFQ) has improved as of the June quarter after four consecutive quarters of deceleration, driven by
strong growth in the energy drinks segments, offset partly by declining sales in the Alcohol Brands segment.

e EBITDAR Margin has continued to expand in the last three quarters and is currently near 3-year highs on improving
adjusted COGS.

e The Productive Capital Charge (lower is more favorable) has shown some signs of peaking out in the quarter
ending June, given a slight cooling off in the Working Capital charge. The metric saw a sustained deterioration
between Q3 2022 and Q3 2025, with Ad&Promo charge increasing to 4-year highs and Working Capital and PP&E
charges trending to record high levels, relative to sales.

e EVA Margin has seen a 90bps expansion over the last three quarters, currently at 17.8% as of the June quarter.
The metric is up 250bps from the Q4 2022 levels (lowest in 10 years) and 550bps away from record highs of Q4
2020.

e EVA Momentum (growth), which had deteriorated to 0% over 5 consecutive quarters till Q1 2025, saw an upward
inflection in the quarter ending June, driven by all three EVA drivers moving favorably.

e Embedded expectations for growth (Future Value Added, FVA) are currently near all-time highs at a time when
CVA has been on an improving journey in the last few quarters. FGR was trading at 57% on August 13, near the
upper end of the historical range.

e We remain cognizant of elevated investor expectations but keep a bullish view on the firm’s outlook for
incremental EVA creation going forward, with EVA Momentum (growth) inflecting up as of Q2 and economic
profitability seeing an uptrend over the recent quarters.

EVA Drivers: Sales, Margin, and Turns EVA Fundamentals: Profitability Level and Growth
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ISS ESG Performance analysis of both names can be found below.
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ISS ESG Performance for Warner Bros. Discovery, Inc. (WBD)
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ISS ESG Performance for Monster Beverage Corporation (MNST)
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ISS ESG Definitions

ESG Performance Score: This factor provides a numerical score from 0 to 100. Prime Status is based on the ESG rating and a sector-specific Prime threshold. The ESG
Rating and Performance Scores, however, are comparable over all rated entities. All rated entities with values greater than or equal to 50 are Prime, companies with
values less than 50 are not Prime.

ESG Rating Decile Rank: This factor indicates decile rank relative to industry group (companies) and covered entities (countries) based on assessment of Environmental
(E), Social (S), and Governance (G) performance. A decile rank of 1 indicates a high relative performance, while a 10 indicates a lower relative ESG performance.

About ISS EVA

We are an independent equity research provider offering investing insights through the use of our proprietary Economic Value Added (EVA) framework.

EVA converts accounting profits into economic profits and charges businesses for the use of Invested Capital. EVA is superior to traditional measures of profit because
it is comparable across companies, industries, and countries, links to a consistent, transparent valuation framework, and provides a unique, unbiased view of Quality,
Value, and Growth.

Our experienced team of analysts offers both fundamental and quantitative company analysis through written research, bespoke research, a stock selection model,
an online analytical tool offering +29,000 companies as viewed through the EVA framework, custom screening, and portfolio analysis.

Key EVA Concepts

The value of a firm = Capital + PV of EVA
If EVA is increasing then the intrinsic value of the firm is too, suggesting that market value should follow (and vice versa).

EVA = NOPAT - Capital Charge
EVA is profit after all TRVs, including the WBD of giving shareholders a decent return.

EVA Margin = EVA / Sales
A true economic profit margin covering income and asset efficiency. Our EVA Income Statement examines EVA's line item drivers and offers key insights into business
profitability.

EVA Momentum = A EVA / Sales
An incremental EVA growth rate indicator and key valuation signal and screening measure. The more positive the Momentum, the greater the growth in
EVA, and upward pressure on shareholder returns. Inflections in EVA Momentum are an early and more reliable indicator of stock price inflections.

EVA Shock = A EVA Momentum
Changes in EVA Momentum is a powerful signal within our framework, with significant relationship with stock price performance.

Market Implied Momentum (MIM)
The annual EVA improvement required for 10 years to justify the prevailing market enterprise value, expressed as a percent of sales; represents a market implied,
long-range EVA margin improvement target.

Future Growth Reliance (FGR) = (Market implied value of future EVA growth) / EV

Measures the % of a company’s total enterprise value represented by expectations for future growth in EVA. FGR is key to understanding embedded

expectations today and versus history. A low FGR versus history coupled with improving EVA trends indicates that the market is not pricing in the improving business
model.

Additional Resources

evaExpress.com (link): Our online offering provides a comprehensive suite of fundamental and quantitative tools utilizing the EVA framework
EVA for Investors (link): A full introduction to the key EVA concepts and metrics
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Analyst Certification - The Research Analyst(s) who prepared this report hereby certify that the views expressed herein accurately reflect the analyst(s) personal
view(s) about the subject company and their securities and that they have not been and will not be directly or indirectly compensated for expressing specific
recommendation(s) or view(s) in the report.

Disclaimers — Copyright © 2025 Institutional Shareholder Services Inc. and/or its subsidiaries (“ISS STOXX”). All rights reserved.

This report and all of the information contained in it, including without limitation all text, data, graphs and charts, is the property of ISS STOXX and/or its licensors
and is provided for informational purposes only. The information may not be modified, reverse-engineered, reproduced or disseminated, in whole or in part,
without prior written permission from ISS STOXX.

This report and the recommendations, ratings and/or other analytical content in the report has not been submitted to, nor received approval from, the United
States Securities and Exchange Commission or any other regulatory body.

The user of this report assumes all risks of any use that it may make or permit to be made of the information. While ISS STOXX exercised due care in compiling this
report, ISS STOXX makes no express or implied warranties or representations with respect to the information in, or any results to be obtained by the use of, the
report. In particular, the recommendations, ratings and/or other analytical content in the report are not intended to constitute an offer, solicitation or advice to buy
or sell securities nor are they intended to solicit votes or proxies. 1SS STOXX sTRVI not be liable for any losses or damages arising from or in connection with the
information contained herein or the use of, reliance on, or inability to use any such information.

Please note the issuer(s) mentioned within this report and/or material may have a commercial relationship with ISS Corporate Solutions, Inc. (“ISS-Corporate”), a
wholly owned subsidiary of Institutional Shareholder Services Inc., or ISS-Corporate may have provided advisory or analytical services to the issuer(s) in connection
with the information described in this report. No employee of ISS-Corporate played a role in the preparation of this report. If you are an institutional client of ISS
STOXX, you may inquire about any issuer’s use of products and services from ISS-Corporate via ProxyExchange or by emailing disclosure@issgovernance.com.

Additionally, the issuer(s) mentioned within this report and/or material may be a client of ISS STOXX, or the parent of, or affiliated with, a client of ISS STOXX. One
or more of the proponents of a shareholder proposal at an upcoming meeting may be a client of ISS STOXX, or the parent of, or affiliated with, a client of ISS STOXX.
None of the sponsors of any shareholder proposal(s) played a role in preparing this report.

ISS STOXX is majority owned by Deutsche Borse AG (“DB”), an international exchange organization. Both ISS STOXX and DB have established standards and
procedures to protect the integrity and independence of the research, recommendations, ratings and other analytical offerings (“Research Offerings”) produced by
ISS STOXX.

Further information about conflict mitigation can be found here.
Registered Trademarks - EVA®, EVA Momentum® and PRVit® are registered trademarks, and VARP™ and Value-At-A-Reasonable-Price™ are trademarks of

Institutional Shareholder Services Inc. and EVA Dimensions, LLC. Russell 3000 is a registered trademark of The Frank Russell Company. S&P is a registered trademark
of The McGraw-Hill Companies.

EVA is a registered services mark of Institutional Shareholder Services Inc. (in the field of financial data, valuation analytics and investment management) and of Stern
Stewart & Co. (in the field of financial and incentive consulting).
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