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Volume increases by an average of • %'p . a . with exports inc easing by 1 leap as and domesti c
by 23. p .a . In exports Brazil are projecting growth of

	

o p .a . with BATCo, B&W an d
BATCF showing increases ofd%fee".-but Imasco forec st a decline of 2% p .a. In
domestic all operating groups are showing increases of ° p .a . except BATCF - growth of

3°

	

a. and Imasco - decrease of2" p . a.

Gross to over increases by/o p .a. and net turnover shows a slightly higher rate of growt h
at 8°/ a. Only B&W are showing a higher rate of growth in gross turnover compared to ne t
(1000ersus .o - reflecting higher growth in international sales . The objective was fo r
growth of 10% p .a. in net turnover r subsidiaries and associates (excluding Brazil) - the
forecast shows growth of only 8° p .a. over the plan period .

p .a. compared to a objective of gro

	

of
o in 1994 and o in 1995 but only /o i n

3 1996 and 97 - the decline in the latter years is principally due to growth at B&W

ping to 7° o in the last two year/ Over the plan period BATCo are owing growth of
p .a., BATCF and Brazil 15°a_, B&W 9°° p .a_ and Imasco 6°0 p.a. The negative

amounts included under Other principally comprise the adjustment to bring BATCo's fixed

USS rate of 1 .49 to the average rate of 1 .765 .

Compared with the preview, average growth rates are as follows: -

	

Plan

	

Preview

Volume - domestic

	

31°/

	

/o
- export

	

/

	

°/
Turnover - gross

	

°
net

	

/0

Trading profit

	

/0

	

1 %

The higher growth in trading profit reflects higher contributions from B&W and BATCo .

The latest estimate for 1992 shows a trading profit of £1, 1.1tfi, an increase of£'

	

on the

plan figure . This is mainly due to higher profits from BATCo (+11

	

and a £1

	

redit re

the unrealised profit in stock provision .

Key sensitivities :

(i) iii general the plaits project increases in Ina!;;: shore ' :.'.h are '?_ ., .~C !^!~

	

^ 1hr

performance over recent years and the increasing level of competition in domesti c
and international markets .

The US and certain of the BATCo domestic markets have seen a trend o f
increasing competition and downtradin g

g profit increases by an average of
pa. However this includes growth of

Source: https://www.industrydocuments.ucsf.edu/docs/hjbp0196



Tobacco performance, especially volume growth, continues to be heavily
affected by exports and export markets are hi ghly competitive, especially i n
Eastern Europe, and potentially volatile.

(ii) B&W and BATCo remain key contributors to Group trading profit. Together the y
account for over 75°' of the tobacco trading profit in the plan and 54° an

	

% of
continuing operations trading profit in 1992 and 1997 respectively .

-

	

Profit growth in B&W is heavily dependant on increasing VFM profitabilit y

(volumes and margins) with a recovery in Viceroy and Raleigh Extra key t o

this projection. In addition market share is maintained in the full revenue
segment while overall B&W's market share increases. This forecast is
aggressive and especially sensitive to a situation of more aggressive pricing an d

worse sales mix .
A significant feature of the BATCo plan is the dependence on UK export sale s
(especially to the Far East) where the contribution to BATCo pre-tax profi t

grows from 28° in 1992 to 45 a-i 1997.

In addition Souza Cruz account for over 109 4-of tobacco profit in the plan : these
projections are subject to the usual uncertainties of the Brazilian environment an d
under the new accounting system trading profit will more accurately reflect changes

in real profitability .

(iii) Exchange rates - the key rates used in the plan and the sensitivity of trading profit t o

movements in each of these currencies are as follows : -

Rate for 1991
Rate fo r
1992 onwards

Exchange
sensitivity

Effect on profi t
1993 1997

fmfm

USS 1 .769 1 .765 1 cent 8 V 11 ./

DM 2.925 2;52 10 pfg 4 i 6 --

CANS 2.03 2X10 10 cent 4 5

	

-

If the recent changes in exchange rates were to be sustained, they would have a

significant effect on the tobacco trading profit . For example, using the 1992 closin g

rates (e .g. USS 1 .514) rather than 1992 average rates (USS 1 .765) would increase

trading profit by £226m in 1993 and by f3

	

n 1997 .
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BAT INDUSTRIESGROUP	 - TOBACCO BUDGET AND FORECAST 1993 -199 7

ANALYSIS OF CIGARETTEVOLUME, TURNOVER AND 	 PROFIT
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1993

	

1994

	

1995

	

1996

	

199 7
	 Actual	 Ran	 Budget	 <	 Forecast-------_ . .	 .	 >
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2 %
1 %
2 %

4 %

10 %
6 %
7 %
6 %
0 %
nim
6 %
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16 %
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16 %

6 %
n/m
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