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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.
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Uniquely active in three NGP categories…

CONVENTIONAL
CIGARETTES
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TOBACCO HEATING
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SMOKELESS
TOBACCO
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ELECTRONIC
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MEDICINAL
PRODUCTS

LOW

…because categories have Pros and Cons…
VAPOUR

THP

+

-

• Closer experience to
smoking
• Utilise established tobacco
brands
• New consumer ritual

• Regulated as tobacco
• Excise

LICENSED MEDICINAL

• Social acceptability
• Sensory variety and choice

• Claims

• Relative marketing
freedoms

• Marketing freedoms
• Preferential VAT (UK)

• Lower excise
• Product development
• Regulatory uncertainty

• Product development

• Regulatory approval
• Speed to market

… ultimately the consumer will decide

Which will generate shareholder value…
NGP
SHAREHOLDER
VALUE

=

Category
Size

• Consumers
• Regulation
• Products

• Marketing
• Cross-Tobacco
category

x

BAT %

• Consumer Insights
• Products
• Marketing

• Regulation
• Footprint

x

Commercial
Attractiveness

• Differentiated
Products
• Brand Strength
• Fiscal Policy
• CoGs
• Consumer Value

Industry is forecast to treble in 5 Years
10 MARKETS ACCOUNT FOR 90% OF NGP CPTO
Industry CPTO excl. USA (£bn)

8.4
5.6

2.8

2015

Source: Company data

2015-20
Growth

2020

Shaping Future Regulation

€
“Fostering innovation
combined with marketing &
distribution freedoms that
enable category growth”

“Consumer quality &
product safety standards
that become the
benchmark for industry
& regulators”

“Fiscal policies that are
aligned with the
risk spectrum”

Providing consumers a choice of outstanding Next Generation Products
10

Delivered through an agile global supply chain

FLEX

Consumable Supply
Device / Assembly
Development Partners

GLOBAL
NGP
SUPPLY
CHAIN

SCALE

Building long term, sustainable value…
An example of
a ‘solus’ user

Tax
Trade Margin
CoGs

NTO

Marketing &
Overheads
Net Margin

NTO

FMC

ePen

P&L structure of NGP may deliver lower % margins, but could drive equivalent,
or greater, absolute margins

Consumer interest is high…
CONSUMERS NEED REASSURANCE
ALL

% tried

27%

26%

25%

23%

38%

34%

% regular

7%

7%

9%

4%

11%

8%

Conversion

26%

27%

36%

17%

29%

24%

Technology and the market forces will
drive even better products

Public Health of England
Announcement
- Average Daily Online Sales impact

+70%

12th - 18th Aug

1995

19th -20th Aug

2015

Whilst preferences are fast evolving…
SHIFT TO OPEN SYSTEMS
%

MORE FLAVOURS
%

%
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41

53

50

12

53

26

8
12

12

41
24

2013

2014

2015 YTD

Disposable

2013

42

2014

15
35

22
40

26
2015 YTD

Tobacco

Menthol

Fruit

Beverage

Sweet

Others

60

50

18
All-2013

High

This is a Consumer Technology Business
* Source : BAT internal 12 market NGP study
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15

20

13

17

31

Rechargeable

23

42

33

Modular

5
5

17
20

46

SHIFT TO LOWER NICOTINE

Medium

10

12
3

All-2014

2015 YTD

Low

Zero

Don’t Know

Shaping a Vype range to meet consumer needs…
eStick

ePen

eTank

Our products are leading in consumer tests

Source: UPT

Communicated simply and crisply…

Vype performance and geo-expansion
UK – Vype Performance
Jul-2014

Jul-2015

Change +/-

Share in Handlers*

2.1%

10.2%

+8ppt

Share in Rechargeable

2.3%

8.9%

+6ppt

Share of Consumables (Closed)

1.4%

6.4%

+5ppt

Distribution

18%

37%

+19ppt

- Awareness

23%

55%

+32ppt

- Trial

5.0%

21%

+16ppt

- Purchase

3.5%

9.5%

+6ppt

Vype

Vype Imagery (vs leading Competitor)
- Modern

+12%

- High Quality

+7%

- Good Taste

+14%

- Premium

+13%

* Nielsen Key account data – Tesco, Sainsburys, Superdrug

Planned launches in:
• Italy
• Poland
• France

Licensed Medicinal - Voke®
A BREATH ACTIVATED NICOTINE INHALER, LICENSED BY THE DEPARTMENT OF HEALTH
AS A SAFER ALTERNATIVE TO SMOKING

NEW RITUAL
RAPID NICOTINE DELIVERY
COOL, FRESH TASTE
DISCREET, NO VAPOUR
6-8 PUFFS / STICK

20 CHARGES / PACK

Tobacco Heating Products

THP – differentiated platform propositions
PLATFORM 1
An intuitive device that is
simple and convenient. Heats
a unique tobacco stick to
deliver great tobacco taste.

PLATFORM 2
A new-to-world ‘Hybrid system’
combining tobacco with vapour
technology for a truly authentic taste.

Leveraging a THP Master Brand
PLATFORM 1

DEVICE

DEVICE

CONSUMABLE

CONSUMABLE

PLATFORM 2

Reinforcing our NGP commitment

Leveraging partnerships & building commercial scale

Our NGP future…
COMMITTED TO THE CATEGORY
AN AMBITION TO LEAD
THE CAPABILITY TO DELIVER

• Global potential, with a sizeable and growing NTO pool
• Investing to create long-term profitable growth
• Leading the transformation of the Industry, a win:win:win intersect

• The Regulatory environment is uncertain, but we are working to shape it
• Significant progress across a 3-category portfolio & brand building
• Delivered through an agile and global Supply Chain

• Partnering & venturing to accelerate our journey

GLOBAL LEADERSHIP OF NGP BY 2020
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