
"The material in this presentation is provided for the purpose of 
giving information about us to investors and is not provided for tobacco 
product advertising, promotional or marketing purposes. This 
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tobacco products. Our products are sold only in compliance with the 
laws of the particular jurisdictions in which they are sold".



Managing the challenges 
in Western Europe

Jack Bowles



Western Europe: growth is back

Since May 2010, +1ppt in volume share and + 0.6ppt in value share

Q1 ‘11 vs. Q1 ’10: volume share +0.7ppt, value share +0.4ppt

Key levers:

- Consumer insights understanding

- Pall Mall  - a success story

- Innovation is key 

- Never miss a good crisis (Spain and Greece)

- Pricing is just right - in 2010 we delivered £160m+

A key result: we turned around our business in Poland

- Volume and value share stabilised and now growing

- Return to profitability



10 MONTHS OF CONTINUOUS GROWTH

Source: Retail Audit Nielsen
* Weighted share in the T13 markets representing 75% of WER total tobacco volume
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Retail share* – back to the future



Years 2000s:
Building the base

Years 2010s
Consumer-centric

Consumer
Centricity &

Insights

Observing, listening, understanding and 
leading the consumer



The Marketing game plan

Sustainable market share growth
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The success of Pall Mall

32 billions cigarettes sold in 2010, +10% yoy

5% share in the Region

Number 3 brand in Western Europe

£14/mille gross margin



PALL MALL ALIGNMENT WITH KEY COMPETITOR BRANDS PROVIDING £14/MILLE MARGIN

Source Company estimates
Note: all based on 19 or 20 pack 

Pall Mall positioning

Index to premium



Pall Mall is the fastest growing brand amongst 
the first 5 in WE… to become no.2

Share growth in 6 out of 
10 top markets
- Germany

- Italy

- Spain

- UK

- Belgium

- Netherlands

+0.5

Source: Retail Audit Nielsen
* Weighted share in the T13 markets representing 75% of WER total tobacco volume

Retail share*



Innovation is key



Source:  Romania – Scanning data in selected Convenience Stores (Convenience stores are 26% of Total Market - V3 system)
Switzerland – Weekly off-take in KKiosk Channel (13% of Total Market – Retail Audit)
Netherlands – Scanning data in Key Account Primera (5,1% of Total Market, excl. Vending – Scanning data & Retail Audit)

Innovations – Kent

Weeks

Share of Market %

KENT CONVERTIBLE: NETHERLANDS, SWITZERLAND & ROMANIA



Innovations – Lucky Strike

Share of Market %

Months

Source RA Nielsen (Feb 2011; C&R Fra Mar’11)



SUBSTANTIAL SHARE RISE, NOW THE FOCUS MUST BE ON MARKET VALUE GROWTH

Source: Retail Audit Nielsen. BAT estimate
BAT share 2011 is February YTD

Out of crises comes sustainable growth for those quick 
enough to adapt to the consumer

SPAIN GREECE



£160M ADDITIONAL NTO ACHIEVED EVERY YEAR THROUGH PRICING - MIX

Exploiting pricing opportunities successfully

YEAR ON YEAR PRICE-MIX BENEFIT, £m



A SUSTAINABLE AND VALUABLE GROWTH

Source: Retail Audit Nielsen
* Weighted share in the T13 markets representing 75% of WER total tobacco volume

The value share followed…
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22.2%
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19.8%

Volume share

Value share



Focus on Poland – challenges & opportunities

Integration was challenging, 2 different cultures, but we cracked it 

We had the immediate need to clean the portfolio and focus 

We have now an energised and committed organisation 

We want to grow the value of the market

IN 10 MONTHS VOLUME SHARE UP 3PPT, VALUE SHARE UP 2PPT
FROM LOSS MAKING TO PROFIT MAKING



Background – a challenging market 
of 60bn sticks

2010 RECOVERY: IS THERE LIGHT AT THE END OF THE TUNNEL?

INDUSTRY TRADING PROFIT, INDEX VS. 2008MARKET NTO, INDEX VS. 2008

MARKET VOLUMES, INDEX VS. 2008 MARKET CPTO, INDEX VS. 2008



What we did since the integration

WE cleaned out the portfolio

WE stopped the share decline and resumed growth in the second part of 2010 

WE grew value share

WE strictly managed the cost base

WE returned to profitability in 2010

WE re-energised the organisation



Portfolio: fewer, bigger brands

Premium

Aspirational
Premium

VFM

July 2008 (Post Merger) - 20 Brands 84 SKU’s Jan 2011 - 12 Brands, 51 SKU’s

Weighted 
Average Price



January ’10
29.1%

July ’10
28.9%

March ’11
29.6%

May ’10
26.6%

January ’10
28.8%

July ’10
27.7%

March ’11
28.9%

May ’10
26.2%

Volume share

Value share

Cleaning up paid out…

IN 10 MONTHS, +3PPT IN VOLUME SHARE AND +2.7PPT IN VALUE SHARE 

Source: Retail Audit Nielsen



32% REDUCTION IN OVERHEADS

We also streamlined our overheads

MERGER 
with ST

Index



BAT NTO PROGRESSION, INDEX VS. 2008 BAT OPERATING PROFIT TREND

29% NTO GROWTH PROFIT TURNAROUND IN 2 YEARS

Financial performance turned around

Index



2011 and 2012... more to be done...

Profit
Strict cost management
Pricing – external environment

Volume / Value share
Right marketing activities
Excellent execution
Exploit the portfolio

2011
Finalise portfolio transformation

Enhance communication platform

2012
Trade Marketing focus

Communication efficiency

GAINING VOLUME / VALUE SHARE AND DELIVERING PROFIT



Is there light at the end of the tunnel? 
It depends…

The value of a 60bn market MUST increase

Government revenue and implementation of regulation has to be balanced

Economy needs stability



Poland in summary

2010 – it was a turnaround year:
- +3ppt volume share
- +2.7ppt value share
- Return to profitability

2011 – we need to show the sustainability is possible

2012 & beyond – Growth, Growth & Growth



WE performance in a nutshell

In 10 months, +1ppt in volume share, +0.6ppt in value share

Pall Mall solid nr. 3 brand in the WE

GDB growth: +5,5% in 2010 vs. 2009

A strong innovation pipeline, ready to be deployed further

A stronger position in some of the critical markets

A very profitable business, growing organically at double digit*, providing 
33% operating margin

*Organic adjusted profit 2010 at constant rate: £1,080 (+10.3% vs. 2009)


