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Overview

Chief Executive’s Review 
A pivotal year on our journey to build A Better TomorrowTM

Dear Stakeholders,
2021 was a pivotal year in BAT’s 
transformation. Our commitment to change, 
while delivering value to stakeholders, 
can be seen in the progress that has been 
made on our strategic priorities.

We @increased New Category revenue by 
over 40% (or over 50% excluding foreign 
exchange)@, reached a total of 18.3 million 
(up 4.8 million) consumers of our non-
combustible products, New Categories 
losses^ reduced for the first time, 
contributing to earnings growth @and we 
brought Group leverage down to c.3x@. 

Foreign exchange has been a significant 
headwind on our reported results, with 
revenue down 0.4%. However, at constant 
rates of exchange, we have delivered 
strong financial results, with revenue up 
6.9% @and with operating cash conversion 
ahead of our target of at least 90%@. 

As part of a new longer-term active capital 
allocation framework, we have announced 
a £2 billion share repurchase programme for 
2022, in addition to maintaining a growing 
dividend. This reflects our commitment to 
enhance shareholder returns.

I would like to thank all our people and 
our partners for their continued focus 
and commitment in delivering our 
strong results throughout this difficult 
COVID-19 period.

With strong foundations in place, we 
now embark on the next phase of our 
journey – Faster Transformation – towards 
A Better TomorrowTM: £5 billion of revenue 
and profitability from New Categories by 
2025 and development of opportunities 
Beyond Nicotine, leveraging our knowledge 
and capabilities from New Categories.

Building A Better TomorrowTM 

Our purpose of building A Better TomorrowTM 
by reducing the health impact of our 
business means that we are committed 
to our business transformation. 

During 2021, our focus has been on 
developing and delivering consumer-
focused products and brands:

 – The growth, from 13.5 million to 
18.3 million, in consumers of non-
combustible products was our strongest 
to date; 

 – Non-combustible products now account 
for 12% of Group revenue, up from 4% 
in 2017; 

 – Revenue from our vapour products was 
up 52%, with our global brand, Vuse, 
now the leading global vapour brand by 
value share;

 – Following volume share gains in ENA and 
Japan, revenue from our THP, glo, was up 
34%; and

 – Revenue in the Modern Oral category, 
largely through Velo, was up 39%.

As consumer preferences and technology 
rapidly evolve, the availability of 
scientifically-substantiated, less risky*† 
products is crucial to effective tobacco 
harm reduction and we are determined to 
transform our business.

ESG Front and Centre
Sustainability has been central to our 
business and ethos for more than 
two decades.

In 2001, we established our first group-wide 
environment, health and safety systems, 
the BAT Biodiversity Partnership and a 
programme of independently facilitated 
social dialogue. This year, we published 
our 20th ESG Report. 

 2021 was a pivotal year in BAT’s 
transformation. Our commitment 
to change, while delivering value to 
stakeholders, can be seen in the 
progress that has been made on 
our strategic priorities. 

 As part of a new longer-
term active capital allocation 
framework, we have announced 
a £2 billion share repurchase 
programme for 2022, to enhance 
shareholder returns, in addition 
to growing our dividend. 

 With strong foundations 
in place, we now embark on 
the next phase of our journey 
– Faster Transformation – 
towards A Better TomorrowTM. 

* 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 U.S., 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.

 As consumer preferences 
and technology rapidly evolve, 
the availability of scientifically-
substantiated, less risky*† 

products is crucial to effective 
tobacco harm reduction and 
we are determined to transform 
our business. 
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Our strategy has a clear focus on 
environmental, social and governance 
(ESG) priorities, including addressing 
climate change and excellence in 
environmental management, delivering 
a positive social impact and ensuring 
robust corporate governance. 

We have many bold ESG targets, including 
becoming a carbon neutral business by 
2030 and making all plastic packaging 
reusable, recyclable or compostable 
by 2025.

In 2021, we also signed up to the UN-
backed Race to Zero global campaign 
and committed to setting science-based 
targets aiming for net zero value chain 
emissions by 2050.

Our sustainability actions have long been 
recognised externally and, in 2021, we were 
named in the Dow Jones Sustainability 
Indices (DJSI) for the 20th consecutive year. 

We continue to strive for excellence and 
look for new ways to reduce our resource 
use, preserve the natural environment, 
improve the lives of farmers and 
communities, and uphold robust 
corporate governance standards. 

Our Performance for Year Ended 
31 December 2021
We performed strongly across our 
key indicators during the year ended 
31 December 2021.

Due to a foreign currency headwind of 7.3%, 
revenue was lower than 2020 (down 0.4%) 
at £25,684 million. At constant rates of 
exchange, the Group revenue increased 6.9%.

Currency headwinds also impacted profit 
from operations, increasing by 2.7% to 
£10,234 million with diluted earnings per 
share up 6.0%. 

Excluding adjusting items and the impact 
of foreign exchange, adjusted profit from 
operations, at constant rates of exchange, 
grew by 5.2% and adjusted diluted earnings 
per share grew by 6.6%.

Reported operating margin grew by 
120 bps to 39.8%. On an adjusted basis, 
it fell by 70 bps at current rates.

We have continued to demonstrate the 
ongoing strength of the Group in turning 
operating performance into cash @with 
operating cash conversion of 104% (partly 
due to the structural excise changes in 
Australia), ahead of our target of at least 
90%, being a key contributor in delivering 
our deleveraging ambitions@.

Delivering a Step Change 
in New Categories 
Fundamental to building A Better TomorrowTM 
is the acceleration of our transformation 
and investing to provide our consumers 
with enjoyable, less risky*† products. 

We encourage those consumers who 
would otherwise continue to smoke 
to switch completely to scientifically-
substantiated, reduced-risk alternatives*†.

Each of our New Category brands grew 
revenue by more than 30%, with total 
New Categories revenue up 42.4% to 
£2,054 million. Excluding the impact of 
foreign exchange, adjusted revenue from 
New Categories, at constant rates of 
exchange, grew 50.9%.

The performance of our reduced-risk*† 
portfolio of New Category products, 
encompassing our strong global brands, 
Vuse, glo and Velo, places us on track to 
reach the targets we set ourselves of:

 – £5 billion of revenue and profitability 
in our New Categories by 2025; and

 – 50 million consumers of non-combustible 
products by 2030.

Driving Value from Combustibles
The continued performance of our 
combustibles business will generate 
the funds necessary to invest in New 
Categories and transform the business.

Group cigarette value share increased 
by 10 bps compared with 2020, driven by 
the continued positive performance of 
the strategic cigarette brands in the U.S. 
(up 80 bps). 

Group cigarette volume share fell 10 bps. 
Pricing continued to be strong, with 
combustibles price/mix of 4.3%.

Group cigarette volume was largely in 
line with 2020, down just 0.1% to 637 bn 
sticks, (with the industry estimated to be 
broadly in line with 2020), driven by our 
performance in emerging markets and 
partly due to trade inventory movements in 
the U.S. (mainly linked to the timing of price 
increases and uncertainty about a potential 
excise increase) which are expected to 
unwind in early 2022.

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

^ Based upon Category Contribution – defined 
as profit from the sale of brands after directly 
attributable costs (including marketing expenses) 
and before the allocation of overheads

 Group cigarette value share 
increased by 10 bps compared 
with 2020, driven by the 
continued positive performance 
of the strategic cigarette brands 
in the U.S. (up 80 bps). 

 Each of our New Category 
brands grew revenue by more 
than 30%, with total New 
Categories revenue up 42.4% 
to £2,054 million. 

 We performed strongly 
across our key indicators 
during the year ended 
31 December 2021. 

 Our strategy has a clear 
focus on environmental, social 
and governance (ESG) priorities, 
including addressing climate 
change and excellence in 
environmental management, 
delivering a positive social 
impact and ensuring robust 
corporate governance. 
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Simplifying the Business 
The next phase of our transformation 
to build A Better TomorrowTM focuses 
on creating a sustainable Enterprise of 
the Future. 

Across the business, we are already 
seeing the benefits of our organisational 
transformation programme, Quest, which 
has been designed to enhance our existing 
strengths and extract further value for the 
business. The five Quest accelerators are:

 – Quantum, our multi-year simplification 
programme, which continues to drive 
efficiencies and, in 2021, enabled 
incremental annual savings of 
£595 million; 

 – Unleashing Innovation is becoming 
increasingly ingrained across the 
business. Our digital hubs, corporate 
venturing initiative and innovation 
centres are helping us stay ahead, while 
our continued investment in R&D enables 
us to satisfy or anticipate consumer 
preferences and generate growth for the 
business across all categories;

 – Empowering our Organisation and 
enabling our people to deliver remains 
a key driver of growth. We are providing 
more tools and training across the 
business to support and drive new ways 
of working;

 – Shaping Sustainability continues to 
be front and centre in our decision-
making, finding ways of accelerating and 
connecting our sustainability journey 
with our purpose; and 

 – Technology and Digital is advancing at 
speed, with new digital channels, data 
and analytics supporting growth of our 
New Categories in e-commerce with 
margins above other retail channels and 
higher customer loyalty. 

Confidence in Our Future
The BAT of tomorrow will be a high-
growth, consumer goods company: global, 
consumer-centric and multi-category. 

We are confident in delivering a faster 
transformation, continued robust financial 
performance and superior cash returns to 
shareholders in what remains a turbulent 
external environment.

Quest is delivering this enterprise of the 
future, an organisation with sustainability 
at its core, founded on strong global brands, 
driven by innovation, enabled by digital tools 
and technology, simplified by Quantum, and 
powered by our people. 

Through this transformation we are 
committed to generating sustainable 
shareholder and societal value – building 
A Better TomorrowTM.

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

 Across the business, we are 
already seeing the benefits of our 
organisational transformation 
programme, Quest. 

 Quest is delivering this 
enterprise of the future, an 
organisation with sustainability 
at its core, founded on strong 
global brands, driven by 
innovation, enabled by digital 
tools and technology, simplified 
by Quantum, and powered by 
our people. 

 Through this transformation 
we are committed to generating 
sustainable shareholder 
and societal value – building 
A Better TomorrowTM. 

 The next phase of our 
transformation to build 
A Better TomorrowTM focuses 
on creating a sustainable 
Enterprise of the Future. 

 The BAT of tomorrow will be 
a high-growth, consumer goods 
company: global, consumer-
centric and multi-category. 




