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Introduction

ǒ Unless otherwise stated, we will be talking about results for the third quarter of 2014 and
comparing them to the same period in 2013

ǒ A glossary of terms, data tables showing adjustments to net revenues and OCI for
currency and acquisitions, asset impairment, exit and other costs, free cash flow
calculations, adjustments to EPS, and reconciliations to U.S. GAAP measures are at the
end of todayôswebcast slides, which are also posted on our web site

ǒ 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 

combustible cigarettes. PMIôs RRPs are in various stages of development, and we are 

conducting extensive and rigorous scientific studies to determine whether we can support 

claims for such products of reduced exposure to harmful and potentially harmful 

constituents in smoke, and ultimately claims of reduced disease risk, when compared to 

smoking combustible cigarettes. Before making any such claims, we will need to 

rigorously evaluate the full set of data from the relevant scientific studies to determine 

whether they substantiate reduced exposure or risk. Any such claims may also be subject 

to government review and approval, as is the case in the USA today
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Forward-Looking and Cautionary Statements

ǒ This presentation and related discussion contain forward-looking statements. Achievement of projected results is subject

to risks, uncertainties and inaccurate assumptions, and PMI is identifying important factors that, individually or in the

aggregate, could cause actual results to differ materially from those contained in any forward-looking statements made by

PMI

ǒ PMIôsbusiness risks include: significant increases in cigarette-related taxes; the imposition of discriminatory excise tax

structures; fluctuations in customer inventory levels due to increases in product taxes and prices; increasing marketing

and regulatory restrictions, often with the goal of reducing or preventing the use of tobacco products; health concerns

relating to the use of tobacco products and exposure to environmental tobacco smoke; litigation related to tobacco use;

intense competition; the effects of global and individual country economic, regulatory and political developments; changes

in adult smoker behavior; lost revenues as a result of counterfeiting, contraband and cross-border purchases;

governmental investigations; unfavorable currency exchange rates and currency devaluations; adverse changes in

applicable corporate tax laws; adverse changes in the cost and quality of tobacco and other agricultural products and raw

materials; and the integrity of its information systems. PMIôsfuture profitability may also be adversely affected should it be

unsuccessful in its attempts to produce products that have the potential to reduce exposure to harmful constituents in

smoke, individual risk and population harm; if it is unable to successfully introduce new products, promote brand equity,

enter new markets or improve its margins through increased prices and productivity gains; if it is unable to expand its

brand portfolio internally or through acquisitions and the development of strategic business relationships; or if it is unable

to attract and retain the best global talent

ǒ PMI is further subject to other risks detailed from time to time in its publicly filed documents, including the Form 10-Q for

the quarter ended June 30, 2014. PMI cautions that the foregoing list of important factors is not a complete discussion of

all potential risks and uncertainties. PMI does not undertake to update any forward-looking statement that it may make

from time to time, except in the normal course of its public disclosure obligations
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More Challenging Comparison in Q4, 2014

ǒQ4, 2014 adjusted diluted EPS 

growth rate, ex-currency, will be 

impacted by:

- More challenging year-on-year 

comparison (19.4% growth rate in 

Q4, 2013)

- Greater weighting of expenses this 

year to the remainder of the year

- Investments in the commercialization 

of Reduced-Risk Products

- Roll-out of Marlboro Red 2.0

- Underlying costs related to the 

optimization of our manufacturing 

footprint
(a)  Excluding currency

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

Source: PMI Financials and PMI forecasts

11.9%

Adjusted
Diluted EPS (a)

Variance (YTD Sept, 2014 vs. PY)
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2014 EPS Guidance

ǒRevised reported diluted EPS guidance for 2014 to $4.76 to $4.81 at prevailing 

exchange rates, compared to $5.26 in 2013

ǒRevised guidance reflects:

- 72 cents of unfavorable currency at prevailing exchange rates (versus 61 cents previously)

- 25 cents of already announced after-tax asset impairment and exit costs related to the 

optimization of our manufacturing footprint

- One additional cent in after-tax asset impairment and exit costs in the Netherlands in Q3

- An anticipated additional cent in after-tax asset impairment and exit costs in Australia in Q4

ǒOn a currency-neutral basis, and excluding after-tax asset impairment and exit 

costs, our adjusted diluted EPS are projected to increase by approximately 

6.5% to 7.5%, compared to $5.40 in 2013
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EU Region: Moderating Cigarette Industry Volume Decline

ǒCigarette industry volume declined by 3.4% in Q3, 2014

ǒOur updated full-year cigarette industry volume forecast is a decline of 

approximately 4%

Source: PMI estimates and PMI forecasts
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Note: SoM stands for Share of Market

Source: PMI estimates

EU Region: Strong Market Share Performance

ǒRegional market share up by 

1.2pp in Q3, to 39.7%, and by 

1.0pp YTD Sept, 2014, to 39.8% 

ǒShare growth in all six of the 

largest EU Region markets by 

industry volume YTD Sept, 2014
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Note: Translation from Japanese: "Regular as is, Crush for Menthol"

Source: Tobacco Institute of Japan and PMI forecasts

Japan: Share Stabilization

ǒCigarette industry volume declined 

by 3.2% YTD September, 2014, in 

line with our forecast decline of 

around 3.0% to 3.5% for the full year

ǒPMIôs underlying market share has 

stabilized around 25.9%:

- Successful morphing of Philip Morris

into Lark, and the recent revamp of the 

Lark brand family

- "Be Marlboro" marketing campaign

- Launch of Marlboro Clear Hybrid: share 

of 0.6% in September

2013 2014

PMI Market Share (%)
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Philippines: Resilient Consumption but Mighty Corporation 

Under-Declaration Continues

ǒTax-paid cigarette industry volume 

down by 3.2% in Q3, 2014

ǒMighty Corporation continues to 

significantly under-declare its sales 

volume for excise tax purposes

ǒRegulation for tax stamps issued. 

However, technical issues are 

delaying its implementation 
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Note: Translation from Indonesian: "MAGNUM BLUE. STYLE WITHOUT BORDERS". "Whites" stands for non-kretek cigarettes 

Source: PMI estimates and PMI forecasts

Indonesia: Sequential Market Share Improvement

ǒCigarette industry volume increased 

by 4.9% in Q3, 2014

ǒFull-year forecast for industry volume 

growth in 2014 of around 2%

ǒSequential improvement in PMI 

market share driven by:
- Continued solid performance of Sampoerna A 

- Expansion of U Mild, Dji Sam Soe Magnum 

and Magnum Blue

- Moderation in the decline of the hand-rolled 

segment and stabilization of Dji Sam Soeôs

share
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Note: MRSP stands for Maximum Retail Selling Price

Source: Nielsen, PMI estimates and PMI forecasts

ǒYTD August, 2014, share up by 0.9 

points to 27.0%

ǒCigarette industry volume decline of 

9.4% YTD September, 2014

ǒFull-year cigarette industry volume 

decline expected to be in a range of     

9% to 10%

ǒNew excise tax plan proposal for        

2015-17 currently being reviewed by 

the State Duma

Russia: PMI Gaining Share While Increasing Prices

PMI Market Share (%)
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Next

2014 2015 2016 2017

Ad-Valorem Excise Tax (% of MRSP) 8.5% 9.5% 10.0% 10.5%

Specific Excise Tax (RUB/000) 800 960 1,200 1,350

% Change to Specific Excise Tax 45.5% 20.0% 25.0% 12.5%

Minimum Excise Tax (RUB/000) 1,040 1,330 1,680 1,930

Excise Tax Proposal (2015-2017)


