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Disclaimer

Certain statements in this presentation

constitute or may constitute forward-looking

statements. Any statement in this

presentation that is not a statement of

historical fact including, without limitation,

those regarding the Company’s future

expectations, operations, financial

performance, financial condition and

business is or may be a forward-looking

statement. Such forward-looking statements

are subject to risks and uncertainties that

may cause actual results to differ materially

from those projected or implied in any

forward-looking statement. These risks and

uncertainties include, among other factors,

changing economic, financial, business or

other market conditions. These and other

factors could adversely affect the outcome

and financial effects of the plans and events

described in this presentation. As a result,

you are cautioned not to place any reliance

on such forward-looking statements. The

forward-looking statements reflect knowledge

and information available at the date of this

presentation and the Company undertakes no

obligation to update its view of such risks and

uncertainties or to update the forward-looking

statements contained herein. Nothing in this

presentation should be construed as a profit

forecast or profit estimate and no statement

in this presentation should be interpreted to

mean that the future earnings per share of

the Company for current or future financial

years will necessarily match or exceed the

historical or published earnings per share of

the Company. This presentation has been

prepared for, and only for the members of the

Company, as a body, and no other persons.

The Company, its directors, employees,

agents or advisers do not accept or assume

responsibility to any other person to whom

this presentation 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 or promotional 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

tobacco products. The Company’s products

are sold only in compliance with the laws of

the particular jurisdictions in which they are

sold.
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Our Journey so Far
Maximising returns on our assets

Consumer

Brands Markets

Refocusing the 

Business

Optimise globally 

Sales Growth 

Drivers

Returns
&

Growth
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Maximise sustainable shareholder returns

Strengthen 

Portfolio

Develop

Footprint

Drive Cost

Optimisation

Embed Capital

Discipline

• Portfolio simplification 

• Investment in Growth & 

Specialist Brands

• e-vapour development and 

other adjacencies 

• Maintain momentum in 

ITG Brands

• Opportunities in Growth 

Markets

• Balanced approach in 

Returns Markets

• Operating model

• Lean manufacturing 

• Overhead control

• Cash conversion 

• Capital allocation: 

investment, dividend and 

debt repayment

Our Strategy

Imperial Brands PLC |  2017

Focusing on Quality Growth
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Strengthen Portfolio: Growing Quality of Revenue

Growing % of revenue from strongest brands

Percentages based on reported net revenue

High % revenue from relatively few brands

‘Tail’ brands limit growth potential

Simplify portfolio; ‘asset brand’ focus 

Growing with the strongest equities 

Asset Brands % net revenue

Brands

Revenue

249

200
184

125

FY13 FY15 FY16 Target

No. of brands

26%

50%

20%

51% 57% 60% 75%

Imperial Brands PLC |  2017 ‘Asset Brands’ is the collective term we use for Growth & Specialist Brands 
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Develop Footprint 

Investing in the right markets

Emerging
markets

Developed
Markets

Imperial Brands PLC |  2017

Split of FY16 operating profit

• Developed markets bias

• Investment focus on ‘stable’ 

markets

• Lower exposure to currency 

volatility and to above average 

inflation

USA

Returns

Growth
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Develop Footprint: Reported Sales Performance

Imperial Brands PLC |  2017

Driven by developed market footprint and M&A 
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43%

37%

45%

43%

38%

45%
43%

39%

41%

46%

38%

40%

47%

37%

42%

PMI

FY12 FY16FY15FY13 FY14 FY12 FY16FY15FY13 FY14 FY12 FY16FY15FY13 FY14

IMB BAT

Cost Optimisation: Best in Class Tobacco Margins

Imperial Brands PLC |  2017

Enhanced through efficiency gains and footprint choices 
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Average
2011-13

2013 2014 2015 2016

Capital Discipline:  Best in Class Cash Conversion
Consistent improvement in cash conversion

95%

78%

92%

85%

95%

91%

IM
B

B
A

T

R
e

c
k
itt

A
B

I

U
n

ile
v
e
r

D
ia

g
e
o

95%

* Based on latest disclosures for all companies. Percentage calculated on consistent basis across peers on IMB basis - equals net cash from operations less restructuring, post capex, divided 

by adjusted operating profit.
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Cash Conversion* – FY16Past 5 years cash 

performance

97%
91%

86%

82%
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Capital Discipline: Strong Cash Delivery

Imperial Brands PLC |  2017

Available cash-flow after dividend
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£
m

IMB

BAT

PMI

Available operating cash-flow defined as cash-flow after tax, interest and associates and payment of external dividends
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Current strategy focus
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Assessing our Strategy 
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Strategy Evaluation

Key inputs 

Core 

capabilities

Profit pool 

analysis
M&A

Top-down 

ambition

Bottom-up

opportunities

Market 

Repeatable 

Model
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Strengthen Portfolio
right brands

Develop Footprint
right markets

Drive Cost

Optimisation
Embed Capital

Discipline

Maximise sustainable shareholder returns

Our Strategy

• Radically simplify 

• Invest in Asset Brands

• Develop blu & e-vapour 

technologies

• New adjacencies 

• Simplify operating model

• Lean manufacturing 

• Control of overheads

• Maximise cash conversion 

• Robust capital allocation

 Investment

 Dividend 

 Debt repayment

• Prioritise growth 

opportunities

• Quality share focus

• Sustain investment

Market 
repeatable

model

Quality Growth from Tobacco Maximisation and Consumer Adjacencies
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Going Forward
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Tobacco Maximisation
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Footprint Evaluation

Imperial Brands PLC |  2017

How we evaluate growth opportunities

Attractiveness Attainability

• Market size & profitability

• Affordability & pricing

• Macro environment

• Regulation

• Strength of portfolio

• Customer relationships

• Distribution capabilities

Where to invest How to win
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Market affordability supports future growth  
S
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Stick Affordability

USA

Russia

Germany

UK

Indonesia

Argentina

UkrainePhilippines

Japan

Turkey

Australia

Brazil

Data Source: IMB data; Euromonitor 2015  

Bubble size represents market size in billion stick equivalent

IMB markets

Non-IMB markets

Where to Invest

Saudi 

Arabia

Imperial Brands PLC |  2017

• Around two thirds IMB profit from top 

10 global markets

• Fastest growing tobacco markets; 

USA, Indonesia, Russia, Germany, 

Saudi

• Significant difference in revenue per 

stick between most and least 

profitable markets
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How to Win?
Market Repeatable Model

Invest consistently in equity 

of brands that matter

Clear pricing strategy 

consistently applied

Portfolio matched to 

consumer needs, reflecting 

market trends

Customer collaboration and 

strong commercial 

partnerships

Optimal portfolio available in 

right stores, supported by 

right activities

Analyse data, learn, improve 

and share

Imperial Brands PLC |  2017
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MRM – Simple Market-Focused Portfolio
Optimal range

Brand migrations

• 65 migrations to date

• 95% retention rate

SKU rationalisation

• Significantly reducing tail

• 50% SKU reduction e.g. 

Russia, France, Italy

• Maximise focus on top SKUs

• Revenue and cost benefits

Imperial Brands PLC |  2017
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New brand launches

MRM – Sustained Brand Investments
Investing in our strongest equities

Leverage chassis benefits

Brand ActivationsChanging trends

• Building brand equity

• Meeting changing 

consumer demands

• Sustained & consistent 

investment

Imperial Brands PLC |  2017
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MRM – Always on Price Strategy

Consistent price positioning

• Clear hierarchy

• Disciplined

• Agile & responsive
In
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e

FMC FMCFCT FCT
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+30k outlets

+1-2 outlets per 

rep per day

MRM – Core Range Everywhere All the Time
Investments in distribution and availability

• Optimal range distributed everywhere

+13k outlets

+30% daily calls

+61k SKU listings

• Expanding call coverage and frequency

• Increasing sales teams

Imperial Brands PLC |  2017
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MRM – Tailor Customer Solutions
Strong customer engagement capabilities

• Increasing sales force effectiveness 

• CRM technology: 360 Connect live in 25 markets

• Investing in key account relationships

FIELD REPS

CALL 

CENTRESWEB

MOBILE

RETAILERS

Imperial Brands PLC |  2017
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MRM – Honest Accurate Learning
Focus on learning

• Continuous improvement through 

learning

• Measuring MRM delivery 

• Consistent and shared learning

• Supported by a ‘challenger’ culture

Building a Growth Mindset

Imperial Brands PLC |  2017
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Incremental Investment of £300m
Where is the investment going?

Right BrandsRight Markets

• Radical SKU rationalisation 

• Consistent equity building

• Consumer activations

• Innovation for changing 

consumer demand

• Consistent price strategy

• Expanding sales teams

• Key accounts

• Customer engagement

• Technology

Imperial Brands PLC |  2017
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Cost Optimisation

Imperial Brands PLC |  2017

Effectiveness and efficiency fund investment

• Savings across all parts of the business

• Strong track record of delivery

• £300m annualised savings by 2018

• Further £300m by 2020

To date To go FY18 FY20

£240m

£60m

Phase 1

£300m

Phase 2 

£300m

£600m cumulative 

by FY20
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Investing in Consumer 

Adjacencies
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Consumer Adjacencies
More consumers, more occasions

Imperial Brands PLC |  2017
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28%

23%

20%

29%

Investing in Consumer Adjacencies

EVP: largest commercial opportunity & broadest choice

Imperial Brands PLC |  2017

• EVP around 85% of total NGP market

• 2016 EVP sales $6bn up 300% post 2012

• Est. c.$30bn by 2025

• Greater optionality; device, flavour, nic

• Tobacco free 16%

73%

9%

2%

menthol & 

botanical

Nicotine Concentration Flavours

EY & Kantar ‘E-cigarettes: an emerging category’ May 2016

zero

1-11mg

12-18mg

>18mg

tobacco

fruits

others

EVP segmentation – Nicotine & Flavour Choices 
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Investing in Consumer Adjacencies

Strong technology and brand credentials 

IP licensing of 1st

generation
Acquired blu 

Acquired           
eNT

Acquired         
Dragonite

Acquired    
Supersmoker

Established  
Fontem

Ventures

• Intellectual 

property

• Technical 

knowhow

• Separate 

business

• HQ in Amsterdam

• Hon Lik inventor 

of e-cigarettes

• Ruyan 1st gen IP

• Investment $75m

• Market leading 

US EVP brand

• Key part of US 

acquisition

• Included SkyCigs

brand in the UK

• Nicotine delivery 

technology

• Enforcement of lP

with major 

competitors

• Royalty income > 

cost of Dragonite

2011 2012 2014 2015 2015 2016
/17

Imperial Brands PLC |  2017
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Investing in Consumer Adjacencies

Focus on winning

• Disciplined investment, capacity to step up

• Technology and brands

• Strong brand in most significant EVP markets

• Premium positioning

• 3rd gen ‘blu MAX’ in test - responsive draw technology

Imperial Brands PLC |  2017
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The Growth ‘Algorithm’

Imperial Brands PLC |  2017

Increased investment adds to dividend sustainability

• Investment supports higher revenue growth

• Higher % of EPS growth from top-line

• Sustains higher level of EPS growth

• Reinforces commitment to 10% dividend 

What does the investment deliver?

Revenue 

Growth

EPS 

Growth

1%

4%

4%

8%

Medium-term guidance

Dividend 

Growth

10%
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Strengthen Portfolio
right brands

Develop Footprint
right markets

Drive Cost

Optimisation
Embed Capital

Discipline

Maximise sustainable shareholder returns

Our Strategy

• Radically simplify 

• Invest in Asset Brands

• Develop blu & e-vapour 

technologies

• New adjacencies 

• Simplify operating model

• Lean manufacturing 

• Control of overheads

• Maximise cash conversion 

• Robust capital allocation

 Investment

 Dividend 

 Debt repayment

• Prioritise growth 

opportunities

• Quality share focus

• Sustain investment

Market 
repeatable

model

Quality Growth from Tobacco Maximisation and Consumer Adjacencies
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37 |

Delivering our Growth Strategy 
March 2017


