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Travel-Retail Growth

Travel-Retail Industry Revenues (Billion

Compounded Annual Growth Rate: 8.6%

B Americas Middle East Africa

Source: Generation Research. For 2017, Jan —Sep YoY growth projected to Full Year Confidential | A|S/P|V|DF - General Manager | 11/6/18 )



Structural Advantages
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Economic Moat

“A good business is
like a strong castle
with a deep moat
around it.

| want sharks in the
moat. | want it
untouchable”

- Warren Buffett




Conventional Wisdom

Source: IBISWorld; Online Shoe Sales in the US Industry Market Research Report — February 2018
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Made for walking:

 Online shoe retailers
will outpace
traditional stores

30,917 industry 2,604 industry
establishments establishments ‘
2016 revenue: 2016 revenue: ‘
$35.4 Billion $12.0 Billion
2016 growth 2016 growth

rate: 8.5% rate: 15.2% A
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Erosion of Structural Advantages
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Economic Models

Return on Equity
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Return on Investment

Confidential | AIS/PMDF - General Manager | 11/6/18 | 7




Tobacco as a Strategic Category

|

The Tobacco Category...

...drives footfall

...communicates value
... increases market basket

... IS pursuing innovation

Confidential 1 AIS/PMDF - General Manager | 11/6/18 | 8



The Main Thing

Stephen R. Covey
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PMDF Research

Perception of Duty Free Shop Differences

Cigarette Packing Behavior Prior To Trip To U.S.
. ) ) , % Consider Cigarette Purchase Prior To Trip
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Key Findings '

| = Pre-pack product ahead of travel ~
= Tobacco is a planned purchase
= Expect Duty Free to offer significant value | |
= Want differentiated products & experiences from their regular brands S

jarettes you wif smoke on your

<+
= Shop Everywhere!

| Lead Analyst—CMI | December 2017
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Like to purchase
cigarettes by the 21
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ential | Lead Analyst — CMI | December 2017
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Retail Landscape

: 58% of low-income consumers of high-income consumers
Deloitte are choosing to shop in-store. are choosing to shop online.

Insights

100% in-store

Five-year revenue growth One-year revenue growth

+81%

+37%

®

+7% +8%

. A

-2%

The great retail bifurcation
Why the retail “apocalypse” is really a renaissance @

@ Price-based @ Balanced Premier

Source: Deloitte Insights. Images include third-party trademarks. Confidential | A|S/P|\/| DF - General Manager | 11/6/18 | 11




Enhancing the Marlboro Commercial Offer
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Marlboro Duty Free Brand Architecture

Exclusives

Value Offerings
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Exclusive Travel-Retail Offers
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Evolution of Value Offers

Tote (1000) Slim Tote Promo (800) Volume Savings Promo

BIG FLAVOR.
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SAVE 10%

B9 3RO =
GET A 4TH FREE .""“ ’

= Provide brand and quantity flexibility to Adult Smokers

= Provide higher savings to Adult Smokers

u Simplification
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Visually Stunning Merchandising

For Presentation Only: Concept drawings — not yet final Confidential | AIS/PMDF-GeneraI Manager | 11/6/18 | 16



Innovative Tobacco

Smokeless Heat not Burn Vapor
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Not yet available in Duty-Free Not yet available in United States Duty-Free Not yet available in Duty-Free
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Summary

Duty Free Industry

Erosion of Structural Advantages
Opportunity for improved
collaboration across industry

Better use of data to improve

T

travel-retail commercial offers

Tobacco Category

Strategic category

Drive footfall

“Halo Effect” of tobacco value = w——r

proposition

Pursuing Innovation
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