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Overview

Chief Executive’s Review 
Building A Better TomorrowTM and Delivering 
Growth in a Challenging Environment 

Dear Stakeholders,
As the largest, and only truly global 
company in our industry, we take seriously 
our role to transform ourselves and 
demonstrate thought leadership. 

We have a very clear purpose to reduce 
the harm footprint of our business. We are 
uniquely positioned to encourage the 
switch to reduced-risk products.*† 

 – We operate worldwide, inclusive of the 
US, which represents 40% of the global 
industry’s value. 

 – Our well-embedded consumer-centric, 
multi-category consumer strategy is 
activated on a global scale, leveraging 
our insights on consumer satisfaction, 
innovation needs and taste preference. 

 – We are building the brands of the 
future – strong, global brands, 
specifically positioned in each target 
consumer segment.

From the start of our portfolio 
transformation journey, we have always 
been clear that no consumer is the same. 
In order to meet differing needs in multiple 
marketplaces, a portfolio of solutions is 
required – that is the hallmark of a modern 
consumer products business. 

I am delighted, therefore, that adoption 
has accelerated across all three of 
our New Categories in 2020 and that 
13.5 million consumers are now choosing 
our non-combustible products. We have 
a way to go – yet BAT is changing, and 
that change is accelerating.

Our Response to the Pandemic
Recent months have seen upheaval on a 
global scale as a result of the COVID-19 
pandemic. It has had a profound impact on 
business and society as a whole. First and 
foremost, our thoughts are with the many 
individuals and families whose lives have 
been impacted by the virus.

At the beginning of the crisis, we took 
swift action across the entire business to 
ensure we could continue to operate safely 
and effectively. 

Today, working remotely remains the 
norm for many at BAT. Where this has not 
been possible, for example in many of our 
factories around the world, the necessary 
measures have been put in place to ensure 
our people can work safely and securely. 
I would like to thank our teams around 
the world for their ongoing commitment, 
energy and passion. 

Our Purpose: A Better TomorrowTM

Our business continues to transform 
during this period of unprecedented 
change. Our purpose – to build A Better 
TomorrowTM by reducing the health impact 
of our business – has remained our North 
Star. It continues to guide our strategic 
choices and the execution of our strategy.

Delivering A Better TomorrowTM through 
consumer-led insights, innovation and 
science are central to this purpose. 
Our consumer-centric, multi-category 
approach offers the widest range 
of enjoyable and less risky products,
including Vapour products, Tobacco 
Heating Products (THP) and Modern Oral 
nicotine pouches.*† 

We believe our multi-category strategy is 
the most effective way of appealing to the 
diverse preferences of adult consumers 
around the world while reducing the 
health impact of our business. We believe 
consumers should either stop smoking, 
or not start. 

For those who would otherwise continue to 
smoke, we are committed to encouraging 
them to switch completely to scientifically-
substantiated, reduced-risk alternatives.* †

From the start of our portfolio transformation 
journey, we have always been clear that no consumer 
is the same. In order to meet differing needs in multiple 
marketplaces, a portfolio of solutions is required – 
that is the hallmark of a modern consumer products 
business. I am delighted, therefore, that adoption has 
accelerated across all three of our New Categories 
in 2020 and that 13.5 million consumers are now 
choosing our non-combustible products.  

As the largest, and only  
truly global company in our 
industry, we take seriously  
our role to transform ourselves 
and demonstrate thought 
leadership.

We have a very clear 
purpose to reduce the harm 
footprint of our business. 
We are uniquely positioned 
in that regard.  

Recent months have seen 
upheaval on a global scale as a 
result of the COVID-19 pandemic. 
It has had a profound impact 
on business and society as 
a whole.  

* Based on the weight of evidence and assuming a complete 
switch from cigarette smoking. These products are not risk 
free and are addictive.

† Our products as sold in the US, including Vuse, Velo, Grizzly, 
Kodiak, and Camel Snus, are subject to FDA regulation and 
no reduced-risk claims will be made as to these products 
without agency clearance.
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Sustainability is at the heart of our business 
and is key to our transformation journey. 
In support of our A Better TomorrowTM 
purpose, we set out three ambitious 
ESG targets:

 – Increasing the consumer base of our non-
combustible products to 50 million by 2030;

 – Achieving carbon neutrality by 2030 while 
accelerating our existing environmental 
targets to 2025; and

 – Eliminating unnecessary single-use 
plastic and making all plastic packaging 
reusable, recyclable or compostable 
by 2025.

I am pleased that we are making great 
progress towards our ESG ambitions and 
business transformation. BAT’s non-
combustible products are now available in 
more than 50 countries. We have increased 
the number of non-combustible product 
consumers by 3 million, reaching 13.5 million, 
and remain on track for 50 million by 2030.

In addition, we achieved a 37.4% decrease 
in our Scope 1 and Scope 2 CO2e carbon 
emissions against our 2017 baseline, 
supported by a 16 percentage point 
increase in our use of renewable energy 
compared with last year. Further details of 
our progress in all ESG areas are provided 
on pages 44-57 and in our ESG Report.

We are proud that our ESG efforts are 
being recognised externally through our 
inclusion in the Dow Jones Sustainability 
Indices for 19 consecutive years, our scores 
in leading investor indices such as MSCI and 
Sustainalytics, and through our CDP Climate 
A-List status. 

In fact, BAT achieved more worldwide 
recognition and awards in 2020 than ever 
before, with well over 200 awards received. 

Our Performance for Year Ended 
31 December 2020
The year ended 31 December 2020 was 
a strong one for BAT’s global business. 

The impact of the COVID-19 pandemic has 
been felt unequally across markets, with 
resilience seen across many developed 
markets, where around three-quarters 
of our revenue is generated, while some 
developing markets have experienced 
product, sales or supply chain restrictions.

Revenue was marginally lower than 2019 
(down 0.4%), due to a foreign currency 
headwind of 3.5%. Excluding currency (and 
adjusting items in revenue impacting 2019), 
the Group delivered 3.3% revenue growth 
to £26,670 million, which was at the top end 
of our guidance range. 

Profit from operations grew by 10.5% to 
£9,962 million with diluted earnings per 
share up 12%. Excluding adjusting items and 
the impact of foreign exchange, adjusted 
profit from operations, at constant rates of 
exchange, grew by 4.8% and adjusted diluted 
earnings per share grew by 5.5%. 

Reported operating margin grew by 380 
bps to 38.6%. On an adjusted basis, it grew 
by 100 bps at current rates. 
@With operating cash conversion of 103%@, 
we have continued to demonstrate our 
commitment to reducing leverage and 
investing in the business by maximising cash.

Delivering a Step Change 
in New Categories 
Our New Categories portfolio is the 
broadest in the industry.

Through our multi-category approach, 
combined with powerful data and consumer 
analytics, we are providing an increasing 
number of adult consumers with products 
that provide satisfaction and can reduce 
the overall health risk compared with our 
combustible products.*† Our ambition is to 
build the brands of the future. 

We aim to further accelerate the growth of 
revenue from our New Categories, reaching 
£5 billion in 2025. I am pleased to report 
that £1.4 billion of our revenues came from 
these products in 2020, representing 15% 
growth compared to 2019. 

Overall, total Group Vapour revenue grew by 
52% to £611 million. I am pleased to report we 
are the value share leader in closed systems 
in four of the top five markets, rapidly closing 
the gap on the US market leader. 

We continue to grow volume share in THP, 
with consumable volume up 19% to 11 billion 
sticks – which would have been a growth 
of 29% had it not been for the withdrawal 
of glo Sens in the year. While overall 
revenue declined 13% to £634 million this 
was predominantly due to the impact of a 
£50 million charge to revenue (related to 
the withdrawal of glo Sens) and excise rate 
harmonisation in Japan. We now have around 
20% share of category in multiple markets 
including Japan, Romania and Kazakhstan. 

Our volume of Modern Oral increased 62% 
to 1.9 billion pouches with revenue increasing 
57% to £198 million. Our acquisition of certain 
assets from Dryft, a US-based Modern Oral 
company, in October positions us well for 
future US growth and represents a further 
step towards building A Better TomorrowTM.

These results, combined with the 
investment of an additional £426 million 
in New Categories in 2020, demonstrate 
our commitment to delivering results 
sustainably in this exciting area of 
the business. 

@ Denotes phrase, paragraph or similar that does not form 
part of BAT’s Annual Report on Form 20-F as filed with 
the SEC.

We are providing an 
increasing number of adult 
consumers with products that 
provide satisfaction and can 
reduce the overall health risk 
compared with our combustible 
products. Our ambition is to build 
the brands of the future.  

I am pleased that we are 
making great progress towards 
our ESG ambitions and business 
transformation. BAT’s non-
combustible products are now 
available in over 50 countries. 
We have increased the number 
of non-combustible product 
consumers by 3 million, reaching 
13.5 million, and remain on track 
for 50 million by 2030.  

We believe our multi-
category strategy is the most 
effective way to appeal to the 
diverse preferences of adult 
consumers around the world 
while reducing the health 
impact of our business.  

Our business continues to 
transform during this period of 
unprecedented change. 
Our purpose – to build A Better 
Tomorrow by reducing the 
health impact of our business – 
has remained our North Star. 
It continues to guide our strategic 
choices and the execution of 
our strategy.  
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Driving Value from Combustibles
While we aim to generate an increasing 
proportion of our overall revenues from 
New Categories, the performance of 
our combustibles business remains 
essential to funding the delivery of 
A Better TomorrowTM. 

Revenue from combustibles declined 
1.1% as the results were impacted by 
a translational exchange headwind of 
3.7%. On a constant currency basis (and 
excluding adjusting items that impacted 
2019), this was a growth of 2.8% to 
£23.6 billion as higher pricing across the 
Group, notably in the US, Russia, Germany, 
Canada, Australia, Mexico and Pakistan 
more than offset the impact of lower 
combustible volume.

Group cigarette value share increased 20 
bps, with cigarette volume share up 40 bps. 
While Group cigarette volume declined 
4.6% to 638 billion sticks, this should be 
seen in the context of an estimated decline 
in the industry of between 5.0% to 5.5%. 

Our developed and developing market 
coverage supported our growth, with value 
share accelerating in developed markets 
and volume share in developing markets.

Simplifying the Business 
Creating a more efficient, agile and 
focused business is vital to delivering 
A Better TomorrowTM. Our aim is to deliver 
annualised £1 billion in efficiency savings by 
2022 and in 2020 we made good progress, 
with Quantum enabling gross savings of 
£660 million through organisational change 
and productivity initiatives.

A major component of simplifying the 
business is our digital transformation. 
We are investing in a digitally-enabled, 
empowered and connected organisation. 
@Our e-commerce performance was 
evidence of that, with revenue growing  
by over 50% on a year-on-year basis.@ 

Our efforts to simplify the business go 
much further than digital transformation. 
We are removing complexities for our 
management structure, rigorously 
managing our cost base and embedding 
our internal culture.

Confidence in Our Future
As these results demonstrate, we are 
accelerating our business transformation 
and building A Better TomorrowTM. 

Our ongoing success is only made 
possible by the dedication and energy 
of our talented people around the world 
and I want to thank them all for their 
commitment, determination and resilience 
in such a challenging environment. 

This year, I want to extend a special thank 
you to our Chairman, Richard Burrows, who 
is stepping down from the role and retiring 
from the Board. Having served as Chairman 
since 2009, Richard’s strong leadership and 
contribution have been instrumental in the 
progress BAT has made in recent years. 
I would also like to congratulate Luc Jobin on 
his appointment as Chairman of the Board. 

As Chief Executive, I am as proud of the 
rich heritage of BAT as I am excited by the 
journey ahead. With our history of strong 
financial performance, coupled with a deep 
understanding of our consumers and an 
innovation-led, multi-category approach, 
we have the foundations in place to propel 
this great Company even further forward. 

Jack Bowles
Chief Executive

Chief Executive’s Review 
Continued

Overview

@ Denotes phrase, paragraph or similar that does not form 
part of BAT’s Annual Report on Form 20-F as filed with 
the SEC.

We aim to further accelerate 
the growth of revenue from our 
New Categories, reaching £5 
billion in 2025. I am pleased to 
report that £1.4 billion, of our 
revenues came from these 
products in 2020 representing 
15% growth compared to 2019.  

These results, combined 
with the investment of an 
additional £426 million in 
New Categories in 2020, 
demonstrate our commitment 
to delivering results in this 
exciting area of the business 
sustainably.  

As these results 
demonstrate, we are 
accelerating our business 
transformation and building 
A Better Tomorrow.  

With our history of strong 
financial performance, coupled 
with a deep understanding of 
our consumers and an 
innovation-led, multi-category 
approach, we have the 
foundations in place to propel 
this great Company even 
further forward.  




