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Underlying Business
Strategic Pillars

Evolution to Multi-category Management:
RRP Portfolio: IQOS is the Growth Catalyst

Concluding Remarks

Note: Reduced-Risk Products ("RRPs") is the term the company uses to refer to products with the potential to reduce individual risk and population harm in comparison to smoking cigarettes



EU Regional Overview (2015)
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Better Macroeconomics and Stronger Consumer Confidence
Providing Improved Operating Environment in EU Region
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EU Region: Recent Turn Around & Growth Contributor to PMI
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(a) Excluding currency
Source: PMI Financials or estimates



TPD2 Sets Regulatory Environment for the Years to Come PIILIP NORRIS

Cigarettes and Fine Cut

65% combined health warnings (both front & back of pack)
Minimum pack size: 20 cigarettes or 30 grams for fine cut
Ban on characterizing flavors:

Grace period until 2020 for menthol

Segments with largest potential volume impact: <20 cigarettes
and certain slim formats:

Represent approx. 120 billion cigarettes (approx. 23% of
2015 cigarette industry volume)

Major undertaking from manufacturing standpoint to comply

RRPs
TPD2 establishes a new category - "Novel Tobacco Products"

Provides regulatory basis for RRP commercialization

E-cigarettes regulated as tobacco-related products

Note: Reduced-Risk Products ("RRPs") is the term the company uses to refer to products with the potential to reduce individual risk and population harm in comparison to smoking cigarettes. Pack
designs and product visuals are for illustrative purposes only
Source: PMI Financials or estimates



Extreme Regulation: Plain Packaging LA

Update * United Kingdom
France, Hungary, Ireland and the U.K. adopted Plain pack to be fully present in market by
legislation May 2017
A few additional countries considering extreme Chesterfield established prior to
regulation implementation
We continue to speak out against plain packaging Taken back our distribution and built own
Advocate for appropriate and effective fiscal field force

structures

[ France

Plain pack to be fully present in market by January
2017

. . . . . r'n. -
Streamlined portfolio of well recognized brands with Fumer nuit E§ .
|
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Fumer provoque
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\ poumon sur 10

gravement a votre
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positive SoM momentum de votre entourage

Note: Pack designs are for illustrative purposes only



Strategic Pillars and Growth Catalysts

INTERNATIONAL

REINVIGORATED GROWTH CONTRIBUTOR: EU REGION

COMBUSTIBLE BUSINESS TPD / Regulations RRP PORTFOLIO
Mid-Single-Digit Incremental
Adjusted OCI Growth® OCI Catalyst
A Leverage our superior cigarette Simplification of A Accelerate iQOS commercialization

brand portfolio Processes ) L
P A Commercialize other RRP platforms

A Judicious pricing

A Advocate for appropriate fiscal and

A Rigorous cost management regulatory structures

Optimizing
A Advocate for rational and Manufacturing Footprint
predictable tax structures

A Combating illicit-trade

Commercial Approach

ORGANIZATIONAL TRANSFORMATION TO MULTICATEGORY

(a) Excluding currency
Note: Reduced-Risk Products ("RRPs") is the term the company uses to refer to products with the potential to reduce individual risk and population harm in comparison to smoking cigarettes




Focused Portfolio and Innovation Pipeline in a

Post-TPD2 Environment PHILIP MORRIS
EU Reqgion: Top-4 B r a nShareéof PMI Share of Key Cigarette Growth Segments (2015)
PMI Regional Cigarette Volume (H1, 2016) 28 79 5 20 A ——
40.3%
Adult Smoker_— : I__ocaill PMI SoS
Relevant Innovations Champion" Brands
NOW WITH A
TRIANGLE
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8880 I Gl ow Tar S entho
il el Variance vs. 2012
+2.6pp +2.4pp +2.1pp  Segment SoM
(@) Includes low tar nicotine (LTN), ultra LTN and Super LTN .
(b) Includes slims, extra slims, super slims and micro slims +0_7pp +1.6pp +2_0pp PM SoS
Note: Pack designs and visual are for illustrative purposes only
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Source: PMI Financials or estimates



