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Important notice

This presentation in relation to British American Tobacco p.l.c. (“BAT”) and its subsidiaries has been prepared solely for use at this presentation. The presentation is not directed to, or intended 
for distribution to or use by, any person or entity that is a citizen or resident or located in any jurisdiction outside of the United States and the United Kingdom where such distribution, 
publication, availability or use would be contrary to law or regulation or which would require any registration or licensing within such jurisdiction.

The material in this presentation is provided for the purpose of giving information about the Company to investors only and is not intended for general consumers. The Company, its directors, 
employees, agents or advisers do not accept or assume responsibility to any other person to whom this material is shown or into whose hands it may come and any such responsibility or 
liability is expressly disclaimed. The material in this presentation is not provided for tobacco product advertising, promotional or marketing purposes. This material does not constitute and 
should not be construed as constituting an offer to sell, or a solicitation of an offer to buy, any of our products.  Our products are sold only in compliance with the laws of the particular 
jurisdictions in which they are sold. 

The information contained in this presentation does not purport to be comprehensive and has not been independently verified. Certain industry and market data contained in this presentation 
has come from third party sources. Third party publications, studies and surveys generally state that the data contained therein have been obtained from sources believed to be reliable, but 
that there is no guarantee of accuracy or completeness of such data. 

Forward-looking statements

Certain statements in this communication that are not historical facts are “forward-looking” statements made within the meaning of Section 21E of the United States Securities Exchange Act of 
1934. These statements are often, but not always, made through the use of words or phrases such as “believe,” “anticipate,” “could,” “may,” “would,” “should,” “intend,” “plan,” “potential,” 
“predict,” “will,” “expect,” “estimate,” “project,” “positioned,” “strategy,” “outlook” and similar expressions. The absence of these words does not necessarily mean that a statement is not 
forward-looking. All such forward-looking statements involve estimates and assumptions that are subject to risks, uncertainties and other factors that could cause actual future financial 
condition, performance and results to differ materially from the plans, goals, forecasts, projections, budgets, expectations and results, whether expressed or implied, in the forward-looking 
statements and other financial and/or statistical data within this communication. Such forward-looking statements are based on numerous assumptions regarding BAT’s present and future 
business strategies and the environment in which it will operate in the future. Circumstances may change and the contents of this presentation may become outdated as a result. Among the 
key factors that could cause actual results to differ materially from those projected in the forward-looking statements are uncertainties related to the following: the failure to realize 
contemplated synergies and other benefits from mergers and acquisitions, including the recent merger of Reynolds American Inc. (“Reynolds”) and BAT; the effect of mergers, acquisitions and 
divestitures, including the merger of Reynolds and BAT, on BAT’s operating results and businesses generally; the ability to maintain credit ratings; changes in the tobacco industry and stock 
market trading conditions; changes or differences in domestic or international economic or political conditions; changes in domestic or international tax laws and rates; the impact of adverse 
domestic or international legislation and regulation; the ability to develop, produce or market new alternative products and to do so profitably; the ability to effectively implement strategic 
initiatives and actions taken to increase sales growth and the market position of BAT’s brands; the ability to attract, convert and retain new or existing consumers; the ability to enhance cash 
generation and pay dividends; adverse litigation and dispute outcomes and the effect of such outcomes on BAT’s financial condition; adverse decisions by regulatory bodies and changes in the 
market position, businesses, financial condition, results of operations or prospects of BAT.



Important notice (continued)

Additional information concerning these and other factors can be found in BAT’s and Reynolds’s filings with the U.S. Securities and Exchange Commission (“SEC”), including 
Reynolds’s most recent Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K and BAT’s registration statement on Form F-4, which 
was declared effective by the SEC on June 14, 2017, and Current Reports on Form 6-K, which may be obtained free of charge at the SEC’s website, http://www.sec.gov, and 
BAT’s Annual Reports, which may be obtained free of charge from BAT’s website www.bat.com. Readers are cautioned not to place undue reliance on these forward-looking 
statements that speak only as of the date hereof and BAT undertakes no obligation to update or revise publicly any forward-looking statements or other data or statements 
contained within this communication, whether as a result of new information, future events or circumstances otherwise. 

No statement in this communication is intended to be a profit forecast or profit estimate and no statement in this communication should be interpreted to mean that earnings 
per share of BAT for the current or future financial years would necessarily match or exceed the historical published earnings per share of BAT.

http://www.sec.gov/
http://www.bat.com/


BAT consistently delivering for shareholders

100.0

215.4

144.8

Dec 09 Dec 10 Dec 11 Dec 12 Dec 13 Dec 14

BAT FTSE100

Excellent total shareholder return

114.2 126.5 134.9 142.4 148.1

2010 2011 2012 2013 2014

Dividend per share (in pence)

Continuing to grow dividends

2010 to 2014

£12.3bn dividends paid

£16.7bn total cash returned to shareholders

£4.4bn share buyback

High single digit EPS growth or higher
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Despite the volatile economic environment
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In the face of significant FX headwinds

Devaluation of key currencies Total FX headwind 2010 – 2015 H1

~£1bn cumulative headwind
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Underpinned by great progress on Operating Margin…
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Operating margin improvement 2010 - 2014

+550 bps

+10 bps

+240 bps

+140 bps

2010 2011 2012 2013 2014

…which compares very well vs Competitors 

Based on reported figures using local accounting conventions. Imperial represents Tobacco segment only. JT represents Japan Tobacco’s Domestic and International Tobacco segments.



Annual investment spend

Increased investment in Long Term growth – both Opex…

Investment increase indexed against 2010 base.

Investment spend includes NGP, R&D, innovations & spec change.  
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… and Capex 

£584m

Total Total

£689m

37%

63%

2010

Growth, Innovation & TaO

Other capex

54%
46%

2014



OCF conversion

Our underlying OCF conversion remains solid
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….and the Balance Sheet remains strong

Invested $4.7bn to 
maintain our 42% holding 

in the enlarged RAI

Progress with offer 
(~£2bn) for 24.7% of 
Souza Cruz shares not 

already owned 

Proposed acquisition 
of TDR in Croatia for 

€550m

• Maintain access to diversified 
debt capital markets

• Preserve financial flexibility

• Retain ability to do M&A



Net Debt/EBITDA ratios Interest Cover 

….retaining high levels of interest cover

Source: Company data Source: Company data
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The Strategy is delivering strong financial performance

Consistently delivering for shareholders despite 
volatile economic environment and in the face of 
significant FX headwinds

Growing investment in longer term opportunities

Strength of the balance sheet and cash generation 
support M&A activity

Continued operating margin improvements through

• Good pricing

• Cost Control

• Structural transformation underpinned by 
TaO/One SAP
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