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Karnataka: Farmers Term Cut In
Authorized Crop Illogical

Tobacco growers from Karnataka's Mysore and
Hassan districts are opposing the Tobacco Board
of India’s decision to cut the 2012-13 authorized
crop volumeinthe Stateto 97.5 million kg., terming
it unreasonable and illogical. The contention of
farmersisthat the leaf cultivated in Mysore-Hassan
region is of high quality and in demand in the
international market. More than 57,000 planterswill
be affected by the sudden decrease. Karnataka
produced 104.2 million kg. this season.
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M ahar ashtra: Minister SashesVAT On
Bidis, Gutkha

The Maharashtra State government announced a
7.5% roll-back in the Value-Added Tax (VAT) on
bidis and branded tobacco sachets, following an
appeal from tobacco representatives. Last month,
the State Finance Minister Ajit Pawar had levied a
VAT of 12.5% and 20%, respectively, on bidisand
gutkha.

Rajasthan: Govt. Urged To Ban Gutkha Containing Tobacco

Soon after the Madhya Pradesh State government banned the manufacturing and sale of gutkhawith tobacco,
activists and pulmonary expertsin Rajasthan areraising the demand for asimilar prohibit on such products

in the State.
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US: CigaretteRatesExpected To Surge
In Coming M onths

Cigarettes prices in the US are expected to climb by
between 5-centsand 7-centsin the coming monthsof May
or June, accordingtoasurvey of tobaccoindustry retallers
and wholesaletradersby WellsFargo Securities. Bonnie
Herzog, managing director of Beverage, Tobacco &
Consumer Research at Wells Fargo, foresees tobacco
major AltriaGroup’sPhilip MorrisUSA divisiontaking
thelead. The Securitiesfirm continuesto believetheindustry
haspricing power, and that the hikewill help* offset some
pressure on margins stemming from the * Battle of the
Brands inthesecondtier.” Withregardtoindividud brands,
W IsFargoinvestigation showed that Marlboro volumes
seem to be stabilizing driven by better promotionsand
innovation. And with Marlboro Special Blends and
Mar|boro Black driving the volume activity. Reynolds
American’s Pall Mall is also stepping up promos, but
Herzog saysit hasthe most to |ose asthe ‘ Battle of the
Brands among thesecondtier kegpsheeting up. Lorillard's
Newport Menthol isprojected to exhibit astrong growth
trg ectory with mid-to-low doubledigit development in
thefirst quarter.
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US: Lorillard ToReeaseFirst Quarter
EarningsOnApril 25"

US'sthird largest manufacturer of cigarettesL orillard Inc.
stated in apressreleasethat it will present first quarter
resultsonApril 25, 2012. A livewebcast of the conference
cal will beavailablefor replay initsentirety through May
2, 2012.

US: IllinoisGover nor ProposesUS$1A
Pack Boost

[llinoisGovernor Pat Quinn outlined onApril 19" aplanto
overhaul the State’ s health care system for the poor, by
imposing aUS$1-a-pack chargeon cigarettescoupled with
deep cutsthat will sharply curtail services.

Canada: Manitoba Cigarettes To Be
Dearer

Cigarettesand gasare st togo up inthe Canadian province
of Manitobaasthe NDP administration strugglesto bridge
aC$1-hillion deficit. Inthe budget tabled onApril 17" by
FinanceMinigter Stan Struthers, smokerswill pay 63 cents
more per pack.
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Canada: Former Imperial President SaysOnusOn Gover nment
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Imperia Tobacco’'sformer president Jean-L ouis Mercier maintained that the Canadian government, not the tobacco
companies, wasat fault for allowing the sale of cigarettes, that allegedly |ead to high health care costs. Testifying on
April 19" at thetria inwhich Quebec smokersare claiming C$27 billionin damagesfrom Canada sthree big tobacco
multinationa’s, Mercier noted that the government, which hasmadebillions of dollarsover theyearsfrom tobacco
sales, should have put some of that money into researching how the purported effects of smoking could be reduced.
Theformer president admitted in aconfidential internal document of 1987 that the tobacco industry lost the health

debate becauseit was“ clearly constrained by the basic flaw that it could not argue smoking isgood for you.”

EUROPE

Belarus. Quotas To Be Allocated For
Tobacco Product Sales

Belarusis set to allocate quotas for domestic tobacco
productssold withinthe country, under adecree approved
by the President restraining the manufacture, sale and
consumption of tobacco merchandise. Theregulationwill
not be applied to export of tobacco products.

Bulgaria: Tobacco Production To
I ncrease By 20-40% In 2012

Tobacco production in Bulgariais expected to soar by
20%-40%thisyear, following amendmentsto the Tobacco
and Tobacco ProductsAct, leading to liberalization of the
market and the removal of the licensing regime. The
National Association of Tobacco Producers Chairperson
Tsvetan Filev said the government has extended the

referentia periodinwhich tobacco growersreceivemoney
by another year. Filev added that NATPisdevel oping a
long-term strategy for tobacco cultivationin the country.

Czech Republic: CigaretteDuty Hike
May Belmplemented | n Two Stages

The Czech Republic Finance Ministry is proposing
to implement in two stages the mandatory minimum
exciserate of 2,229 Ké ($120/90 euro) per 1000
cigarettes, required under European Union rules
asof 2014, so that it is phased-in from 2013, rather
than applied asasingleraisein 2014. The move
will also take into consideration theimminent spike
inthe Value-Added Tax (VAT). A single jack up
could mean arecord price jump of asmuch as 7
Ké per pack.
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Macedonia: Imperial Tobacco Tol nvest
In Local Unit

Bristol-headquartered Imperial Tobacco plansto invest
23millioneuro (US$30 million) initsMacedonianunit this
year to ramp up manufacturing and packaging processes
to enhance theannual output of the plant from 6 billionto
10billion cigarettes.

Russia: Liberal Democratic Party Calls
For Clamp Down On Tobacco, Alcohol
Advertisng

Russia’sLiberal-Democratic Party (LDPR) submitted a
bill in the State Duma seeking to completely outlaw
advertising of alcohol and tobacco products.

Russia: Putin Favors Gradual RiselIn
Tobacco Excise

Russian Prime Minister Vladimir Putin stressed the
government should gradually bolster excise taxes on
a cohol and tobacco products, coordinating measuresto
curb them with Russia’s customs union partners
Kazakhstan and Belarus.

Switzerland: Asia Is Main “Growth
Engine,” SaysPMI CFO

“Asiais our principle growth engine,” Philip Morris
International’ sChief Financia Officer Hermann Waldemer
saidinaconferencecall withinvestors. “ Theregionasa
wholeisbenefiting from asolid economic environment, a
growing adult populationin many markets, and greeter than
ever consumer purchasing power,” hesaid.
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Switzerland: PhilipMorrislnternational
1Q 2012 Net Up 13% On Improved
Volumes, Year View Trimmed

Top selling cigarette brand Marlboro producer Philip
MorrisInternational Inc. reported first-quarter earnings
rose 13% beating analysts' estimateson higher cigarette
volumesled by Asia, and the benefit of priceincreasesin
numerous markets. For thethree monthsto March 2012,
netincomewas US$2.16 billion, or US$1.25 ashare, up
from US$1.92 billion or US$1.06 ayear earlier. Analysts
had polled an average of US$1.19. Excluding excisetaxes,
total salesin thefirst quarter spiraled 9.7% to US$7.4
billionfrom US$6.79 hillion, driven by astrong demandin
Asia. Shipments of PM1’s 10 biggest cigarette brands,
including Marlboroand L& M grew 5.4% overall, whileit
climbed 12%inAsia, 3.6% in Eastern Europe, Middle
East and Africaand 2.9% in Latin Americaand Canada.
Volumes dipped 1.5% in the European Union. Market
shareimproved or remained stablein many key areas, while
higher fareslifted revenuein each of the company’sfour
geographic regions. Philip Morristrimmed thefull-year
earnings forecast because of a stronger U.S. dollar, to
between US$5.20 and US$5.30 per share, downfroma
February projection of US$5.25 to US$5.35.

Switzerland: Sifel Nicolaus SetsPhilip
MorrisPriceTarget At US$95

Stifel Nicolausanalysts maintained a“buy” rating on
cigarette conglomerate Philip MorrisInternational, even
as they advanced the target price on the stock from
US$88.00 to US$95.00 in areport released thisweek.
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United Kingdom: Imperial To Contest Unbranding Of Tobacco Products

Davidoff and JPScigarettes maker Imperial Tobacco Group PLC said thisweek that it isready to fight the UK
government’shid to introduce plain packaging for tobacco products, following the launch of consultation onthe
policy thisweek. Imperia saidit isopposed to the unbranding of tobacco productsand will be setting out detailed

viewsinresponseto thegovernment’sconsultation.

ASIA & OCEANIA

Japan: Japan Tobacco Chairman To
Quit

World'sNo.3 tobacco manufacturer Japan Tobacco Inc.
ChairmanYoji Wakui islikely toresignfrom hispost, with
President Hiroshi Kimura taking over as Chairman,
according to company sources. Kimuraiscurrently serving
athird term asPresident, and Junewill mark six yearsat
the post. Executive Deputy PresidentsYasushi Shingal and
Mitsuomi Koizumi are apparently potential successorsto
Kimura, the sources added.

Japan: Plan Being Discussed For JT
Sale

The Japanesegovernment isreportedly chartingaschedule
to sell State-owned sharesin Japan Tobacco Inc. to help
pay for earthquake rebuilding and limit extension of the
world'shiggest public debt, according to Finance Ministry
officds

Japan: Cigarette Volumes Decline In
Fiscal 2011

Cigarette salesin Japan dropped 6% in fiscal 2011 from
thepreviousyear to 197.5hillion, faling below 200 billion
for the first time since 1990. In terms of value, the
percentage grew 13.6% to more than 4.1 trillion yen,
although the number of smokersdeclined after the sharp
hikein tobacco tax. Japan Tobacco Inc. marketed around
108.4 hillion cigarettesin the year, down 19.5%, after
plants in the Tohoku and Kanto regions temporarily
suspended operations after the March 2011 disaster.

South Korea: JTI UnvellsMild Seven In
Global Design

TheKoreansubsidiary of JT International (JT1) launched
onApril 17" theNo. 1-selling charcoal -filtered cigarette
brand Mild Seveninanew global designfor thefirst time
intheworld. The Seoul-based firm said thefreshmetallic
paper design with an embossed arc expresses the
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continuoudly evolving vision of theflagship Mild Seven
cigarettes. Thelatest pack ispriced at 2,700 won.

Audtralia: High Court JudgesReserve
Decision In Plain Packaging
L egidation

TheAustraian High Court, that heard thisweek alegal
challenge to the Gillard government’s move to strip
cigarette packaging of colorsand branding, deferred their
decisonuntil alater date, yet to bedecided. Thethree-
day hearing in the case, brought by British American
Tobacco (BAT), Japan Tobacco International, Philip
Morrisand Imperial Tobacco Australia, saw tobacco
lawyersarguing thelawseffectively meantheacquisition
of their property, in theform of trademarksand logos,
and would be unconstitutional unlessjust compensation
was paid. Cigarette makers noted that the drab olive
packswould “extinguish” their brandsand destroy the
worth of their trademarks. Japan Tobacco Internationd’s
representative Gavan Griffith QC, drew the court’s
attention to thefact that the warning on apack of even
rat poison wasvery modest compared with what was
required for cigarettes under the government’splain
packaging legidation. Tobacco companiesare concerned
that other countriesmight follow Australia’slead if the
government wins. BAT bdievesthebattlewill beatest
caefor thevdidity of unbranded regulaion. Meanwhile,
government sourcesareoptimisticitwill survivetheHigh
Court lawsuit, asthebig four havefailed toland akiller
legd blow.
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SouthKorea: KT& G Market ShareUp
4.8%

South Korean tobacco giant KT& G registered arecord
4.8% growth in market share during thefirst quarter of
2012, the maximum in the past decade. The company
captured 62.1% of the nation’s tobacco market in the
guarter, compared to 57.3% in the 2011 fourth quarter.
KT& G sold about 633.2 million packsin thethreemonths
toMarch, up 8.8% fromlike period last year. Salesof the
Bohem Cigar surged 93.6% year-on-year, followed by
Davidoff with 19.4%, followed by One, Raison and Esse
with 8.5%.

New Zealand: Cabinet Agrees In
PrincipleToNon-Branded Packs

The New Zealand Cabinet agreed in principle to
introduce bare packaging for all tobacco products
inthe country, inlinewith asimilar moveinAustralia,
and despite the court action there. The packaging
will display health warnings and the contact details
for Quitline, Associate Health Minister TarianaTuria
said. Reacting to the announcement, tobacco
producers said they will fight the rules, arguing non-
branded packets could increase smoking levels
among young people. Philip Morris said the
elimination of logos would “trigger a variety of
adverse consequences, and violates numerous
international laws and trade treaties.” A public
consultation processislikely before afinal decision
ismade.
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MIDDLE EAST

Oman: GraphiclmagesOn CigarettesFrom August 9"

The Oman Ministry of Commerceand Industry issued adirective approving the Gulf Technical Regulation requiring
graphic imagesto be placed on cigarette and tobacco packagesfrom August 9. The health warningswill cover
sweetened tobacco, fruit flavored tobacco, tobacco derivatives, snuff tobacco, mixed tobaccofor pipes, cigars, Tuscany
cigarsand the Cigartos. Thestipulation will beimplementedin al the GCC countriesfrom the same date.

AFRICA

Zimbabwe: L eaf Sales25% Higher

A total of 54.98 million kg. of Flue-cured tobaccovalued wasfetching an averagerate of US$3.78 per kg ahead of
at US$207.6 million has been sold sinceauction floors  prior season’sUS$2.93. Priceshave been favorablethis
opened in Zimbabwe at the start of themarketing season  season peaking at US$5.70 under the contract buying
in February, compared with last year’'s44 millionkg., the  system and US$4.99 at the auctions.

Tobacco Industry Marketing Board said thisweek. L eaf

Agronomy Tobacco Cut Tobacco Cigarettes #
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