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2023

Revenue:

$35.17B

2023
EBITDA:
$14.84B

Business Overview

e Exchange: NYSE: PM
e Historically profitable through smokeable
products
e Now working to develop smoke-free future,
want 2/3 of revenue to be from smoke-free
products by 2030
o 1QOS
o VEEV
o Zyn

o US-based, with sales presence entirely non-US
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2023
Gross Profit:
$22.28B

2023
Net Income:
$8.67B
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Investment Recommendation

PHILIP MORRIS: (PM): $128.20

B UY 2026 Target Price: $175.41 Annualized Growth
Expected Return: +15.9%

(LTM to 2026E)

Dividend Yield: 4.1%

Revenue: 7.1%
Gross Profit: 7.8%
EBITDA:10.1%
Net Income: 8.4%
EPS: 9.7%
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Loyal Competitive Adapting to

Investment
Thesis

Consumer Industry Present and

Base Positioning Future Health

Trends



Loyal Consumer Base

e dealing with addiction

o keeps customers returning

o limited possibilities of substitutes
e diverse product line

o reduce buyers’ bargaining power
e regulations limit buyers’ influences
e reward program on back of Zyns

o can earn points for products such as

AirPods and AppleTV

e [conic brand image

o “Marlboro Man”

o “reds” and “golds”




Industry Overview

British American Tobacco, plc.

BRITISH AMERICAN Kent, Eall Mall, Lucky Strike, Funhill Fine Cut,
TOBACCO Velo nicotine pouches, Vuse, and Glo

Altria Group

U.S. Smokeless Tobacco, John Middleton,
Helix Innovations, Njoy, and Horizon

A].trla. Innovations

China National Tobacco
Corporation

I:I:I Emg Hongtashan, and Chunghwa

CHINA TOBACCO

JI

JAPAN TOBAC
INTERNATHOMNAL

\J

2 IMPERIAL
/A BRANDS
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Japan Tobacco International
Winston, Mevius, Camel, LD, Ploom, Benson &
Hedges, Natural American Spirit, Sobranie,
Silk Cut, Amber Leaf Tobacco, Old Holborn
Tobacco, and Snus

Imperial Brands

John Player Special, Davidoff, Cauloises,
West, Kool, L&B, Fortuna, Nobel, News,
Backwoods, Champion Legendary, Golden
Virginia, Rizla, Blu, Pulze, Skruf, and Zone



Company

Philip Morris 68.1%

Altria 66.3%

PM is retaining more

J Tob 5 .
apan Tobacco capital per sales $ than its

competitors.
Imperial

China National Tobacco

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0%




10.7% Philip Morris

6.9% Imperial
> PM is growing quicker
g 6.9% Japan Tobacco . '
S than its competitors.
-0.9% Altria
-1.3% British American Tobacco

-2.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0%




Warlbor, 1" 3rlhoro

|
: "ﬂr
L

TTTTTTTTTTTTTTTT

Jt T
= |

: g%
L
My

—_——

(),
11

; MdITt

_\-___

/m

k(f"‘i)}y

Mar“mru Marlhnru 'Imru '

s G

P, U
Marlhml

LLLLLLLLLLLLLLLLLLLL

15
iy
_—

TER CIGARETTES
-

LMar“mru Marlhnrn

TTTTTTTTTTTTTTTT

“I““l ;l!!é.

| )

_l -

L ——

."

184

TTTTT

» |

k }ﬁ,
11

' “’”"“Ilnk Ji

i

PHILIP MORRIS
INTERNATIONAL

Advantages of PMs
Transition to “Smoke-free
Future”

e 2022: acquired Swedish Match for $16B within 3
months generated $316M

e 2023: Swedish Match smoke-free segment brought
in net revenues of $1.9B

e Since 2008: PM has Invested $12.5B into research
and development towards smoke-free products

e 2023: IQOS have surpassed Marlboro in terms of
net revenues



Timeline

2022

Acquired Swedish Match
AB

2023

Spreading PMI’s smoke-free
business, Narrowed it’s
focus in four geographic
segments

2024

Full rights to commercialize IQOS
in the USA

2025

Release of new IQOS
ILUMA in the US




Classic Brands

| Parliament

to mean safer. Nothing about this cig

MERIC PACE - GENERIC mu?

Cambridge

~

= Ty c==-.r

VIRGINIA SLIMS

—_
' =2
- ]
e m———a
=
—
—
e
Wt

RECESSED FILTER

—
e
—_—

(NPT FULL FLAVOR

‘ﬁﬁl—lsu Ovﬂs |

B IARK
oy ! .
T i
Y

ULTRA LIGHTS

FILTER CIGARETTES
E——————

MentHOL

TAR Smg NICOTINE 05 mg

RICHLY REWARDING
UNCOMMONLY SMOOTH




Unique New Products

1QOS

e $100 for device and charger,
$5.75 for heatstick

e heat real tobacco instead of
burning it

e no combustion, fire, ash, or
smoke

e generates flavorful nicotine-
containing vapor, releasing taste
of heated tobacco

VEEV ONE

$25 for device, $3.50 for pod

closed pod vapor product

heats e-liquid to produce an aerosol
(vapor not smoke)

features compact ceramic heating
technology instead of a wick

emits 99% lower levels of harmful
chemicals compared to cigarettes

WARNING: This product

contains nicotine. Eimﬁns is
an addictive chemical.

Zyn
$10 for 15 pouches
nicotine pouches
oral smokeless products
do not contain tobacco leaves
consumed by placing pouch
between the gum and cheek or
upper lip
still addictive because contains
nicotine
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$25,000.00 $22,319.33
$21572.00 $22,334.00 $22.005.28 $22,256.28 $22,174.07 $22.360.41
$20,021.74 2024Q3
- $20,000.00 $17,859.28
= Updates:
= $14,743.06
I= $15,000.00 $12,840.00 e Shipments of oral
= $10.190.00 smoke-free products:
E $10,000-00 25%A VS 18%E
o e Volume of sales of
2 Zyn: up 44%
$5.000.00 e Sales of HTUs:
, predicted to have
13% gain
$-
2022 2023 2024 2025 2026 2027
Year

m Revenue Generated from Smokeable Products m Revenue Generated from Smoke-free Products



PM

Philip Morris Sector
Consumer

Staples

2020

Revenue 28,604
growth % (3.7
Gross Profit 19,125
growth % (0.5]
margin % 66, 7
EBITDA 13,193
growth % 3.3
margin % 46.0
MNet Income 8,219
growth % (1.2)
margin % 28.7
EPS .17
growth % 2.8

Exit Multiple Model

EPS, Adj+
P/E
Price

2020

2.17
16.01
82.79

FY End Market Cap Shs Outstand

12/2023

2021
31,405
8.4
21,375
11.8
68,1
14,595
10.6
46.5
9,393
13.1
30.0
b.03
14.2

2021

6.08
15.63
95.00

Decomposition of Price Appreciation

EPS, Adj+
P/E
Price

2021
17.4%
-2.6%
14.7%

204,010

2022
31,762
1.1
20,360

(4.7)
64.1
14,346

(1.7)
45.2
9,567
1.8
30.2
5.98
2.2

2022
5.98
16.92
101.21

2022
-1.7%
8.2%
6.5%

Div Yield

1,355

2023 Current/LTM

35,174
10.7
22,281
9.4
63.3
14,340
3.4
42.2
8,073
0.6
24,7
b.01

(3.3)

4.12

37,219
8.6
23,851

64, 1
15,277

41.0
10,178

27.3
b.54
18.2

2023 Current/LTM

6.01
15.65
94.08

6.54
20.07
131.21

2023
0.5%
-7.5%
-7.0%

2024e
37,604
52
24,371
9.4
64,7
15,943
74
42.3
10,013
15.4
26.6
6.50
8.1

2024e

2025e 2026e
40,206 43,155
6.7 ;3
26,079 28,016
2.0 ;4
54.9 54.9
17,347 18,774
8.8 8.2
43.1 43.5
10,991 12,107
2.8 10.2
27.3 28.1
/.18 1.97
10.5 11.0

2025e 2026e

7.97
22,00
175.41

Annualized Growth
(LTM to 2026e)

7.3%

71.9%

10.3%

8.6%

9.8%

Annualized Growth

(Curr/LTM to
9.8%

4.5%

14.7%

PEG
2.23
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Investment Risks

Philip Morris has operations in 180 countries, all of which have their own
regulations. This can strongly affect PM’s ability to market and sell products.

Philip Morris is affected by currency fluctuations. We estimate an adverse
currency impact of $170M in 2023.

Extremely vulnerable to litigations due to PM’s products. In 2008, the Thai
government fined PM for $2.3B.

Until PM can completely rebrand their smoke-free products, they won’t be
seen as ESG-friendly.
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Questions?
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Sources

Bloomberg Terminal
SEC

> PM 10-K
pmi.com
philipmorrisusa.com
hivelr.com



