INDUSTRY ANALYSIS - 2010-2025

Global Tobacco
Industry

Profitability by Product Category:
Cigarettes, Vaping & Heated Tobacco
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Combined Revenue of Top 5 Tobacco Companies — Total (USD
Billions)
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PROFITABILITY METRICS

Gross Profit Margin (%) by Company — 2010 vs 2024

Philip Morris British American Altria Japan Tobacco Imperial
Intl Tobacco Group Intl Brands
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PRODUCT MIX SHIFT

Combustible vs. Next-Gen Products Revenue Mix (%) — Industry
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NEXT-GENERATION PRODUCTS

Estimated Net Revenue from NGP Segment (USD Billions)
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COMPANY DEEP DIVE

Philip Morris International

1QOS: The Heated Tobacco Pioneer 2024 Revenue Mix

$35.2B

2024 Net Revenue

42%

1QOS Revenue Share

63.8%

2024 Gross Margin
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COMPANY DEEP DIVE

British American Tobacco

Vuse: Building the Vaping Giant Revenue Trend (USD Billions)
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COMPANY DEEP DIVE

Altria Group

Highest Cigarette Margins, Costly Vaping Pivot

$22.8B

2024 Net Revenue

41.9%

Marlboro Market Share (US)

74.6%

2024 Gross Margin

$12.8B

JUUL Investment Loss
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VAPING & NEXT-GEN MARKET

Global Vaping & HTP Market Size vs. Cigarette Market Decline
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EBITDA BENCHMARKING

Estimated EBITDA Margin (%) — Top 5 Companies, 2019—2024
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STRATEGIC OUTLOOK

Key Findings & Future Profitability Drivers

™

Vaping & HTP Margins Improving

Next-gen products have moved from loss-leading to profit contributors. PMl's
1Q0S now shows 40%+ gross margins, approaching cigarette-level profitability.

Cigarettes: Volume Decline, Price Power

Global cigarette volumes fell ~15% 2010-2024, but pricing has largely offset
losses. Premium pricing continues to protect margins.

Altria: US Margin Champion

Despite the failed JUUL bet, Altria retains industry-leading ~75% gross margins
through Marlboro pricing power and a lean US-focused cost structure.

A

PMI & JTI: NGP Leaders

PMI's smoke-free portfolio now exceeds 40% of revenue. JTI's Ploom is gaining
traction in Japan and Europe, narrowing the gap with 1QOS.

Regulatory Risk Remains Elevated

FDA restrictions, menthol bans, and vaping flavor regulations in the US and EU
pose the biggest threat to 2025-2030 profitability outlooks.



CONCLUSION

An Industry in
Transformation

The global tobacco industry remains extraordinarily profitable despite volume headwinds. Companies that invested early
in next-generation products — particularly PMI and JTI — are seeing those bets pay off, with smoke-free revenues growing
at 20—-30% CAGR. Altria, despite its domestic focus, retains the highest operating margins in the industry. The next decade
will be defined by how quickly vaping and HTP margins converge with traditional cigarette profitability.
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