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Asia Mid to Long-term Success Drivers
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ǒFavorable demographics and robust economies

ǒSuperior brand portfolio 

ǒProven record to drive innovation

ǒManageable regulatory and fiscal environment 

ǒComprehensive plan to counter illicit trade

ǒExpansion into new geographies

ǒCommercialization of Reduced-Risk Products 

ǒAnnual average mid to long-term high single-digit adjusted OCI growth target, 

ex-currency

Note: Reduced-Risk Products ("RRPs") is the term we use to refer to products that have the potential to reduce individual risk and population harm



Regional Overview

ǒ24 markets

ǒPopulation: 3.9 billion 

ǒIndustry volume: 1.2 trillion cigarettes(a)

ǒPMI shipments: 301 billion cigarettes

ǒAdjusted OCI: $4.6 billion

ǒManufacturing facilities: 17 PMI-owned 

and 38 third-party hand-rolled

ǒ50,000+ employees 

ǒ60,000+ third-party hand-rollers
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Indonesia

Vietnam

Korea

India

Japan

Philippines(a)  Excluding China

Source: Global Insights, PMI estimates and PMI Financials (2013)                           



GDP Growth Outperforming the World
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Increasing Population and Consumer Purchasing Power
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Adult Smoker Up-Trading in Asiaôs Non-OECD Markets Continues
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Note: Premium includes Above Premium. Excluding China, Australia, Japan, Korea and New Zealand

Source: PMI estimates

Premium Industry Volume (units billion) Premium PMI Market Share (%)

+21%

+1.0pp



Sizable Cigarette Industry
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Worldôs Top 10 Cigarette Markets by Volume (2013)(b)
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CAGR: 0.2%

(a)  Excluding China

(b)  Excluding China, the USA and duty free

Note: Indon. is Indonesia, Viet. is Vietnam, Phil. is the Philippines and Bangl. is Bangladesh

Source: PMI estimates



Clear Market Share Leadership
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Note: Excluding China

Source: PMI estimates

25

16

13

3

PMI BAT JT IMT

2013 Asia Region Share of Market (%)

+6pp vs. 2008



34%

Contribution to 2013 PMI Results
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34% 33%

Source: PMI Financials

+10pp vs. 2008 +14pp vs. 2008+9pp vs. 2008

Cigarette Shipment Volume Net Revenues Adjusted OCI



Strong Profitability Growth

223.7

301.3

2008 2013

Shipment Volume
(units billion)

6,185

10,501

2008 2013

Net Revenues
($ million)

2,071

4,649

2008 2013

Adjusted OCI
($ million)

CAGR: +6.1% CAGR: +11.2% CAGR: +17.6%

10Source: PMI Financials

CAGR: +10.3% (ex-currency) CAGR: +15.6% (ex-currency)



First-Quarter Results
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70.8
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-8.7% (ex-currency) -14.3% (ex-currency)

Source: PMI Financials
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Net Revenues
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($ million)



Strong Adjusted OCI Margin 
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Long-Term Pricing Sustainability
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Source: PMI data from PMI Financials. Competitive data derived from company reports and PMI estimates

Marlboro

Sampoerna A

Pall Mall
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Fortune

Dunhill

WinstonDji Sam Soe

Kent

Camel

Lucky Strike

75 

93 

BAT JT
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PMI Competitionôs Top International Brands

2013 Asia Region Cigarette Volume (units billion)  

Superior Brand Portfolio with Strong Local Heritage Offerings



Source: PMI Financials 15
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Strong Marlboro Performance



Marlboro Innovation: Capsule Segment
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Marlboro Capsule Products (units billion)
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Be Marlboro Campaign



18Note: Translation from Korean: "No more being ordinary. Uniquely Fusion!"



19Note: Visual execution is for illustrative purposes only



(a)  Industry volume based on 14 markets representing 95% of Asiaôs industry volume, excluding China

Source: PMI estimates

Favorable Excise Tax Structures

ǒPredominantly specific excise 

taxes

ǒPakistanôs excise tax structure 

changed from a mixed to a 

specific system in 2013

ǒStructural excise tax improvement 

in Indonesia

ǒA single-tier excise tax structure 

in the Philippines as of 2017
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Note: Non-tax paid may include non-domestic cigarettes, counterfeit and local under-declaration. Estimation excludes China

Source: PMI Financials and PMI estimates. Australia KPMG Report (Illicit tobacco in Australia, 2013 Full Year Report, 3 April 2014), Hong Kong market survey (empty pack), India Euromonitor,

Malaysia TNS & Nielsen (empty pack), Pakistan Retail Audit (2012), the Philippines Oxford Economic, Singapore market survey (empty pack) and Vietnam market estimate

Illicit Trade is our Third-Largest "Competitor"
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2013 Asia Region Cigarette Industry Volume
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Illicit Trade Strategies

ǒExpand our knowledge and evidence 

base with illicit trade research

ǒPublic and trade awareness campaigns

ǒCo-operation with the legitimate 

industry and government agencies

ǒAdvocate effective policies and 

enforcement

ǒImplementation of technologies
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Malaysia

Hong Kong Awareness Campaign



Source: Tobacco Institute of Japan and PMI forecasts

Japan: Recent Developments

ǒIndustry volume declined by 2.0% in 

2013 to 193 billion units  

ǒExpected to decline by 3.0% to 

3.5% in 2014

ǒVAT increased from 5% to 8% in 

April and expected to increase from 

8% to 10% in October 2015

ǒRetail prices increased by JPY 20 to 

JPY 460 for Marlboro and by JPY 10 

to JPY 420 for Lark

ǒNew initiatives in the pipeline and 

roll-out of commercial approach
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PMI Market Share (%)

26.7 25.9 25.5 
26.5 

2013 Q4, 2013 Q1, 2014 QTD May
2014

PMI Capsule Segment Share (%)

50.2

45.7
44.1 43.6

2013 Q4, 2013 Q1, 2014 QTD May
2014



Note: Translation: "See The Forest And The Trees"

Japan: Marlboro Strategic Priorities

24

ǒMarlboro Clear Hybrid series to be 

launched in August 2014

ǒNational roll-out of the Be Marlboro

campaign in April

ǒExtremely encouraging results,

awareness already 30%

ǒBrand attributes increasing for 

Marlboro in most key dimensions

Marlboro Clear Hybrid Series



Philip Morris Morphing into Lark

Lark

Royal Blend

Japan: Lark Strategic Priorities

ǒStabilize market share through 

innovative offerings 

ǒBrand consolidation of Philip Morris

into Lark in Q2

ǒIntroduction of the Lark Blue line-up 

in May and Lark Royal Blend in 

June

ǒNew architecture to be unveiled

ǒLark competitively priced at        

JPY 420

Note: Translation: "Ultimate smoothness, reduced smell" 25



Japan: Commercialization of iQOS

ǒHome usage studies were positive

ǒ30% adult smokers adopted the product by the end of the trial

ǒCity test as of Q4, 2014

ǒGeographical expansion in 2015

26Source: PMI Market Research
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Indonesia: Recent Developments

ǒIndustry volume grew by 1.9% in 

2013 to 308 billion units

ǒEconomic slowdown and higher 

fuel and food prices, although 

GDP growth remains above 5%

ǒContraction of low-price segment 

impacted by the "sister company" 

legislation (Decree 131) 

ǒIntroduction of graphic health 

warnings in June 2014

ǒUp to 1% cigarette industry volume 

growth forecast for 2014

27

CAGR 1.5%

Cigarette Industry Volume (units billion)

Source: PMI estimates, Global Insights and PMI forecasts

+1.2%

YTD May

2014



Indonesia: Adult Smoker Up-Trading with Growing 

Purchasing Power
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Indonesia: PMI Remains the Clear Market Share Leader
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Source: PMI estimates

Indonesia: Preference for Growing Machine-Made Kreteks
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Note: Translation: "Peaceful Chaos, Go Ahead"

Source: PMI estimates

Indonesia: Portfolio Skewed Towards Growing Machine-Made 

Kretek LTLN Segment

ǒPMI share of growing machine-made 

kretek LTLN segment at 48.3% in 

QTD May 

ǒLed by Sampoerna A with 14.0% 

market share and 33.5% share of 

segment

ǒMid-priced U Mild with a growing 

market share of 5.6% and 13.4% 

share of segment

ǒCombined share growth of 1.2 share 

points YTD May

ǒAdditional offerings during 2014

31



Indonesia: Dji Sam Soe Magnum Growth in Machine-Made Kretek
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 35

Source: PMI Financials

150

(units million/week)

Launch of Dji Sam Soe 

Magnum Blue 

Dji Sam Soe 

Magnum Filter

2014 Average Weekly Combined Volume

Pre-launch of Magnum Blue: 84 million

Post-launch of Magnum Blue: 126 million

40

May

2014

January 
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Indonesia: Strong Fundamentals for Future Growth
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ǒFavorable economic growth

ǒMiddle class rising with higher disposable income

ǒSimplified excise tax structure

ǒGrowing cigarette industry

ǒSuperb brand portfolio

ǒSuccessful expansion into the growing machine-made kretek segment

ǒStabilization of clove prices

ǒProductivity savings and cost optimization initiatives



Source: PMI estimates and Oxford Economics

Philippines: Recent Developments

ǒGrowing adult population

ǒEconomy backed by foreign 

remittances and urbanization

ǒVolume declared for tax purposes at 

86 billion units in 2013

ǒStable cigarette consumption 

ǒEstimated loss of government 

revenues approximately $350 million 

in 2013
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Philippines: Mighty Corporation Tax Under-Declaration is Core Issue 
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ǒMighty Corporation declared only 

about half of its sales volume for tax 

purposes in 2013

ǒInitial penalty of $20 million issued by 

the Philippines Customs authority

ǒImport bonded warehouse remains 

suspended

ǒUnder excise tax investigation by the 

tax authorities

ǒIntroduction of tax stamps expected 

in July



Philippines: Improving Shipment Volume
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36Source: PMI Financials

PMI Total Volume Marlboro Volume Other Brands Volume

26.4

28.0

YTD May
2013

YTD May
2014
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(units billion)
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Philippines: Outstanding Portfolio

2013

Industry Share 

2013

PMI Share of Market: 79.3%

Premium

18.6% 100%

Mid

9.9% 67%

Low

32.1% 98%

Super-Low

39.4% 57%

Note: Images are for illustrative purposes only. Translation: "The New Look of Fortune"

Source: PMI estimates

PMI SoS



Philippines: Shifting to Single-Tier Excise Tax Structure
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Brand Per pack Per stick

Excise Tax (PHP/pack)

Current 2015 2016 2017 2017 2018

51/55 3.00 27 +1 +1 +1

30
+4%

annually
25.5 1.75

25 1.50 17 +4 +4 +5

22 1.25

Source: PMI estimates

onwards

RRSP (PHP)




