essence .
commu IT_'_C@UOH S

a wpp company

BAT sees stable revenue this year

BAT hopes to maintain RM4b revenu

The country'’s
largest cigarette
maker has had to
contend with illicit

ETALING JAYA: British American
shacco (M) Bhd (BAT) sees its reve-
ue remaining stable this year
gspite an expected decline in sales
plume caused by high levels ol
licit tobacco trade, tighter tobacco
rgulations and greater “price sensi-
VILy™ amang consumers, said man-
T © T Bowles.

BAT maintains dividend
payout despite higher taxes

The company says
the trade of illicit
cigarettes could affect
the performance

of its brands

BRITISH Amercan Tobacer
iMalaysaa) Bhd, the nation's
biggest cigarette maker, said
it's sang the fight against the
illegal tobaceo trade after gov
ernment bax increases drowe a
wrecord number of smokers fo
contraband products.

i "IE there contimues 1o be an
lincrease in tax to the level
‘that we have seen in the lasl
itwio years, that is kind of a
‘self-fulfilling prophecy,
-managing director fack Bow-
les =aid yesterday after the
wompany's annual meeting in
Petaling Jaya.

+ izt tobacce "is a major
comcern,” e said.

- Consumption of contra-
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'If thiere continues to be an
Incraass in tax to the level that
wie have seen in the last two

;nm.lhﬂtisklnl of & self-
uifiling prophecy.’ Bowles said

band cigarettes grew to 27.5%
of all sticks sold in Malaysia
in the final quarter of H08
from about 25% in the previe
ous three months, British
America said. The govern-

ment in August increased
daxes on cigarettes by 20% 1o
help counter a widening
basdget deficit and is facing
the weakest economy since
the Asian financial crisis
more than a decade ago.
- In Singapore, the sale of il-
licit cigarettes stabilised al
18% of total sales after the
government froze taxes, ac-
cording to British American.
+ The rwhich sells the
Dunhill and Fall Mall brands,
will at least maintain last year's
sales and profit, though further
tax increases and growth in il-
Jegal tobacoo sales may derail
the estimate, finance director
Steve Rush sad,
o Im 2008, sales rose 79% to
Eh4.14 billion (L5511 bal-
lion} and net income grew
11% to EMA11L7 million, An-
nual profit has grown three
straight years

The government last month
forecast economic growth

BRITISH AMERICAN

Bowles tobaccs wolumes
i the tawhel rade are faling

Tosacco

could rise by 1% at most o
shrink by as much as 1% this
year. The slowdown could
lead to a drop of more than 2%
in cigarette sales, Rush said.

«  British American lost 1.1%
to EM45.5 veslerday. The
stock has gained 2.3% this
wear, trailing the 10% advance
on the benchmark Kuala
Lumpur Composite Index.

» "There's no quick fix” to the
trade in illegal cigarettes,
Fush said. The illicit trade in
Malaysia is “higher than most
uther countries and therefore
e have bo start doing things
a little differently,” he said,
without elaborating

- Malaysian Marine police
arrested eight suspected
smugglers and confiscated
23,300 packets of cigaretbes
over the weekera after seiz-
ang a boat off the coast of the
sothern state of Johor, & local
newspaper reported yester-
day. — Bloomberg

also expects the
lume to decrease
% annual rate of
¢ economic slow-

L

i Jot of things we
wedicate that, We
sand see a5 | think
tthe full impact of
mdown yer,” he

pany’s AGM yes-

wear is basically
lave the strongest
‘Nt price points to
the value of our
3 to cushion the

showing down of the market when it
happens.”

‘When asked if the company would
introduce new products, he said:
“We believe that innovation is
imiportant to consumers and we will
continue to sell fo consumers as best
as (we) could.”

On plans to increase its cigarette
prices, BAT finance director Steve
Rush said: “We do not anticipate amy
increase for other brands besides the
14-stick premium packs, which was
increased this month.”

Bowles sabd the 20% increase in
cigarette excise duty last year had
led to a large tax-led price increase
in cigarettes that further fuelled the
growth of illicit trade,

Based on the latest study that
reflects the illicit trade level for the
perod of September to Decemnber
last year, illicit trade had reached
Z7.5%, against an average of 25.6% for
the whole of 2008,

“We are losing the battle and it

Jack Bowles ... We do not
anficipate any price intrease

has a bag impact on the company.
However, there is no quick fix to it

‘because this is not something we
‘can control,” said Bowles. “We hope
‘the Government would increase the

excise duty on cigarettes in a gradual
manner as steep increases wauld
spur the lucrative illicit trade.”
According to Bowles, Malaysia has
a higher illicit trade compared with
other countries and the Government

‘was estimated o have lost over

BML2Dil in tobacco taxes yearty.
Meanwhile, shareholders agreed
yesterday to the recommended final

‘dividend of 76 sen net per share for

the financial year ended Dec 31,
2008, which brought total dividend
payout for the financial year to
RBA2.65.

Bowles said the group would con-
tinue 1o maintain its 90% dividend
payout policy amid the challenging
busingss emirsament,

BAT is expected to release its first
quarter results this Thursday.



