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DISCLAIMER

Certain statements in this presentation

constitute or may constitute forward-

looking statements. Any statement in

this presentation that is not a statement

of historical fact including, without

limitation, those regarding the

Company’s future expectations,

operations, financial performance,

financial condition and business is or

may be a forward-looking statement.

Such forward-looking statements are

subject to risks and uncertainties that

may cause actual results to differ

materially from those projected or

implied in any forward-looking

statement. These risks and uncertainties

include, among other factors, changing

economic, financial, business,

competitive or other market conditions.

These and other factors could adversely

affect the outcome and financial effects

of the plans and events described in this

presentation. As a result, you are

cautioned not to place any reliance on

such forward-looking statements. The

forward-looking statements reflect

knowledge and information available at

the date of this presentation and the

Company undertakes no obligation to

update its view of such risks and

uncertainties or to update the forward-

looking statements contained herein.

Nothing in this presentation should be

construed as a profit forecast or profit

estimate and no statement in this

presentation should be interpreted to

mean that the future earnings per share

of the Company for current or future

financial years will necessarily match or

exceed the historical or published

earnings per share of the Company. This

presentation has been prepared for, and

only for the members of the Company, as

a body, and no other persons. The

Company, its directors, employees,

agents or advisers do not accept or

assume responsibility to any other

person to whom this presentation is

shown or into whose hands it may come

and any such responsibility or liability is

expressly disclaimed. The material in this

presentation is not provided for tobacco

product advertising or promotional

purposes. This material does not

constitute and should not be construed

as constituting an offer to sell, or a

solicitation of an offer to buy, any

tobacco products. The Company’s

products are sold only in compliance

with the laws of the particular

jurisdictions in which they are sold.
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for the world’s smokers

C
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g
AN EXCITING FUTURE… A CLEAR PURPOSE
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Quality
Growth

Next 
Generation 

Products

Tobacco 
Maximisation

BELIEVE BUY

BUY
AGAIN

BELONG

Right Markets Right Brands

Strong
Cash
Flow

Shareholder
Returns

Reinvest
High

Margins

Creating value for shareholders

DELIVERING OUR STRATEGY
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20181950s 1970s 2005 2015 2017

Established our 
first R&D 

laboratory, paving 
the way for 
decades of 

research into 
understanding our 

products

Partnered with UK 
governments 
independent  

scientific 
committee to 

develop tobacco 
substitute 

Acquisition of 
global patent 

portfolio for vapour 
technologies from 

Dragonite

International
roll-out of myblu 

begins

Fontem Ventures 
acquires equity 

stake in Cosmic Fog 

Set up 
Fontem Ventures

Acquired blu. The 
original & one of 
the most popular 
vapour brands in 

the US 

Acquire 43.5% in 
Skruf

OUR NGP JOURNEY - AN EXCEPTIONAL ASSET PORTFOLIO

Acquired e-vapour 
business VON ERL* 

& NGP innovator 
Nerudia 

*VON ERL vaping device ‘my Von Erl’ has been available in the US market since May 2016

2012 2013
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DELIVERING A COMPELLING PROPOSITION
LEVERAGING OUR COMPETENCIES 

Acquisitions

Ways of
Working

Innovation
Capability

Science

Regulatory 
Capabilities

Scalability

Brand
Building

Retailer
Engagement

Smoker
Insights 

Delivering to smokers:

/ a satisfying, safer experience…

/ supported by innovation… 

/ endorsed by a trusted brand…

/ underpinned by leading edge science…

/ and available wherever smokers go...
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Omnichannel
Engagement

Building
blu

Agile

Delivering to shareholders:

/ additive revenues…

/ from a lean and scalable business…

/ light on assets…

/ high on returns…



DELIVERED STEP-UP IN FY18; ACCELERATING IN FY19

/ Built scalable execution model

/ 100k points of sale for myblu 

/ Growing rate of pods to devices  

/ Expected annualised FY18 exit rate 

£0.3bn revenue

$Product Portfolio New Markets
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Level of Toxicants

FOCUSING ON HARM REDUCTION THROUGH VAPOUR 
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Significant
Additive

Opportunity

Winning
Execution 

Compelling
Proposition

Delivering
Returns



Significant
Additive

Opportunity

Winning
Execution 

Delivering
Returns

Compelling
Proposition



Attractive Growth Category

Additive for Imperial

Significant
Additive

Opportunity



Attractive Growth 

Category
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SIGNIFICANT GLOBAL MARKET

Source: Smokers-World Health Organization 2015 for 107 markets; IHME 2012 data for remaining markets, Vapers- Internal estimate

940 
million 
smokers

36 
million 
vapers
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CLEAR DRIVERS FOR VAPING GROWTH…

Source: Millward Brown Global Tracker, UK and US blended

Smokers 
who vape

Smoker Trier
Rejecters

Smoker 
Non-Triers

Drivers of vaping for UK & US smokers

76%

71%

67%

67%

More socially acceptable

Harm reduction

Less expensive than cigarettes

Relaxing and enjoyment

35%

40%

25%
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…ALTHOUGH BARRIERS REMAIN

Main barriers for US & UK vape rejecters

43%

31%

22%

24%

22%

Public perception

Device confusion

Satisfaction

Flavour

Vaping pricing

35%

40%

25%Smokers 
who vape

Smoker Trier
Rejecters

Smoker 
Non-Triers

Source: Millward Brown Global Tracker, UK and US blended15 



ADOPTION DRIVERS VARY BY MARKET

Public perception

Device confusion

Satisfaction

Flavour

Social acceptance

Harm reduction

Tobacco pricing

Enjoyment

Vaping pricing

Drivers of vaping adoption

Global Drivers

Shaped by category 
dynamics, smoker 
proposition and 
innovation

Market specific

Driven by affordability, 
Smoking acceptance, and 
regulatory openness
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MARKETS SEGMENT INTO FOUR ARCHETYPES

Source: Smokers - World Health Organization; Vapers - Internal model

Mainstream

Vaping mainstream 

and growing

Nascent

Emerging category 

with right conditions

Less Developed 

Unfavourable conditions 

(pricing, social pressure)

Not Permitted

Legal impediments 

or banned

9 markets

91m smokers

21m vapers

22 markets

45m smokers

4m vapers

54 markets

642m smokers

10m vapers

22 markets

118m smokers

1m vapers

Vaping Market Archetypes

Example markets
17 



GROWTH RATES VARY PER ARCHETYPE

Source: Internal model

Mainstream Nascent Less Developed Not Permitted

91m smokers 45m smokers 642m smokers 118m smokers

23%

10%
2% 1%

Vaping Incidence Growth 2018 - 2025

10-20% 25-35% 30-40% 25-35%

45-55%

30-45%

10-15%

4-6%

Vape value: CAGR
2018 - 2025 

% of smokers 
who vape

2018 - 2025 
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8

30

50

2018 2025 low 2025 high

36

110

160

2018 2025 low 2025 high

VAPING COULD REACH £50 BILLION BY 2025…

Source: Internal model

Number of Vapers (m) Retail Sales Value (£bn)
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Additive for Imperial
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9% 16%
IMB tobacco 

share

ADDITIVE OPPORTUNITY IN A GROWING 
CATEGORY

36m 145m

USA Europe

Number of 
smokers

10m 16m
Number of 

vapers
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Significant economic incentive for smokers

POSITIVE ECONOMICS – RETAIL SELLING PRICE
BETTER VALUE FOR SMOKERS

Based on RSP per pod (1.5ml) versus pack of 20 FMC

£2.92

£7.19

EVP FMC

£3.00

£9.17

EVP FMC

£3.46
£4.76

EVP FMC

£3.18 £2.60

EVP FMC

£2.89

£4.95

EVP FMC
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POSITIVE ECONOMICS – NET REVENUE
REVENUE PER POD GREATER THAN CIGARETTES

Based on net revenue per pod (1.5ml) versus pack of 20 FMC

Significant additive net revenue for Imperial

EVP FMCEVP FMCEVP FMC EVP FMC EVP FMC

£1

£2
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Compelling
Proposition

Delivering
Returns

Significant
Additive

Opportunity

Winning
Execution 



Portfolio

Innovation & Science

blu Brand

The Environment

Compelling
Proposition



blu – Creating a 

Unique Brand
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blu – Creating a 

Unique Brand
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LEADING IN AWARENESS

16

11

5

5

4

3

2

2

3

29

20

11

10

5

4

8

4

4

Top of mind and total unaided awareness among adult vapers

18

9

8

7

4

3

1

35

17

16

11

10

8

4

Source: IPSOS Consumer Survey August 2018 among 1,500 vapers, unaided awareness among current past one month vapers29 



The Future is bluToday’s Smoker Our Story The blu Brand

BUILDING blu

31 



Portfolio to Deliver 

Smoker Satisfaction

32 



OPPORTUNITY EXISTS TO DELIVER A 
COMPELLING PROPOSITION

Source: Fontem Global Tracker US and UK, December 2017

35%

40%

25%

UK & US smokers Main barriers for vape rejecters

43%

31%

22%

24%

22%

Public perception

Device confusion

Satisfaction

Flavour

Vaping pricing

76%

71%

67%

67%

More socially acceptable

Harm reduction

Less expensive than cigarettes

Relaxing and enjoyment

Drivers for current vapers

Smokers 
who vape

Smoker 
Trier

Rejecters

Smoker 
Non-Triers
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GIVING SMOKERS WHAT THEY WANT

Experience ExploreSatisfaction

34 



myblu – OUR CORE

Taste & Satisfaction

16 great flavours

3 strengths 

Nicotine salts

Simple

Easy to use

Small and convenient

1 step click & go pod system 

Quality

Engineered by the trusted 
category pioneer

Vapour And Capacity 

Superior vapour production

1.5ml pods that last all day

Powerful

All day battery

Charges rapidly

Innovation Platform

Perfect for technological
and range extensions

Satisfaction

35 



myblu INTENSE NICOTINE SALTS 

/ Nicotine salts 
created by smokers 
for smokers

/ Great flavour

/ Silky smooth

/ Ultimate satisfaction

Unique Formula

36 



NICOTINE SALTS IMPROVE SATISFACTION AND 
CONVERSION

16 mg intense
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Equivalent 16 
mg freebase

40 mg intense

25 mg intense

25 mg freebase

US intense formulations compared to US freebase EU intense formulations compared to EU freebase
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37 



myblu: PREFERRED TO OTHER LEADING 
DEVICES

Sources: US at home test (4 pods of each pp) among smokers, June 2018. myblu w/nic salt vs. a leading pod system. Split no preference / Fontem Competitive Benchmark Test (June 2018)

Nicotine Satisfaction

Throat Hit

Look and Feel

Flavour

Overall Preference

Purchase Intent 77%

54%

64%

62%

57%

57%

64%

46%

36%

38%

43%

44%

1

2

3

4

5

6
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Source: UK at home test. 2 days usage for each product among smokers and dualists. myblu w/nic salts vs. a leading HT brand.

86%

14%

myblu: PREFERRED TO HEATED TOBACCO 
ALTERNATIVES

User Preference
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Retail pod sales in the USA* & UK

41 

myblu BUILDING MOMENTUM

SOURCE: USA IRI, UK Nielsen  
* Since rebranding of Von Erl product to myblu

MarFeb Apr May AugJun Jul

+64% per 

month



Flavours

Devices

Connectivity

myblu – EXPERIENCE & EXPLORE!

Accessories

Colours

42 



myblu – DRIVING SMOKER CONVERSION

/ Unique brand

/ Delivering smoker satisfaction

/ Clinically tested

/ Loved by smokers

/ Innovation platform 

43 



Innovation, Science

& the Environment

44 



PIONEERING INNOVATION CAPABILITY





LIVE INNOVATION PROCESS





BEST IN CLASS PARTNERSHIPS





FOCUS ON BENEFIT PLATFORMS
Smoker Driven, Insight Leading





WE KNOW WHAT NEEDS SOLVING





2018: A TRANSFORMATIVE YEAR FOR OUR PRODUCT PORTFOLIO









 IOT  - ‘Internet of Things’.
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2018: A TRANSFORMATIVE YEAR FOR OUR PRODUCT PORTFOLIO

















































82  Note: SoM% AC Nielsen SE MAT July: Knox Sweden SOM 13% 

OUR ORAL NICOTINE PORTFOLIO



83  Note: SoM% AC Nielsen SE MAT July: Knox Sweden SOM 13% 
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OUR ORAL NICOTINE PORTFOLIO



/ Strong & Super Strong

/ Dot led strength indicator – now 

industry standard

/ Fresh mint & other flavours range 

/ Slim pouches for improved mouth feel 

84 

CATEGORY INNOVATORS



/ Launched May 2018 

/ Tobacco free 

/ All white snus – rapidly growing 

segment

/ Clean, premium & modern design

85 

NEW PRODUCT: SKRUF SUPER WHITE



2018: A TRANSFORMATIVE YEAR FOR OUR PRODUCT PORTFOLIO





H A R M  R E D UC T I O N  S C I E N C E



Level of Toxicants

INVESTING IN SCIENCE TO SUPPORT RISK SPECTRUM

88 



Assessment 
Framework

FRAMEWORK TO SUBSTANTIATE HARM REDUCTION 
POTENTIAL

Product Characterisation

Pre-Clinical Studies

Clinical Studies

Post-Market Surveillance

Pre-Market Consumer Studies
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UP TO 99% REDUCTION IN HARMFUL CHEMICALS

Conventional
cigarettes

AirCarbon
monoxide 

Carbonyls Phenolics Volatiles Metals TSNAs PAA PAH

100%

75%

50%

25%

0%

100%
reduction

>99%
reduction

>99%
reduction

>98%
reduction

>98%
reduction

>99%
reduction

>98%
reduction

>99%
reduction

EVP
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SUBSTANTIAL REDUCTION IN TOXICITY IN 
REGULATORY TESTS

Conventional
cigarettes

Control

100%

75%

50%

25%

0%
Cytotoxicity

(NRU)
Bacterial

mutagenicity
(Ames)

Genotoxicity
(IVM)

>99%
reduction

>98%
reduction

>99%
reduction

EVP
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IN VITRO PRE-CLINICAL STUDIES PROVIDE A WEIGHT-OF-
EVIDENCE APPROACH TO ASSESSING LONG-TERM HEALTH RISKS

2 years in to 5 year research toxicology program

Biological response

Cigarettes 

myblu

92 



+Histopathology: Human 3D reconstructed bronchial tissue

IN VITRO PRE-CLINICAL STUDIES PROVIDE A 
WEIGHT-OF-EVIDENCE APPROACH

myblu did not elicit cell death, oxidative
stress or inflammatory markers at 14 times the 

concentration used for cigarettes+

Control

27 puffs cigarette smoke

Intact lung tissue after 400 puffs of EVP aerosol

400 puffs e-vapour aerosol

Intact lung tissue after 400 puffs of EVP aerosol

Severely damaged lung tissue after 27 cigarette puffs

* High content screening on human bronchial cells measuring cell stress and death

0.4 puffs/ ml           
e-vapour aerosol

0.005 puffs/ml           
reference 
cigarette

To
xi

ci
ty

*

80 x’s concentration

myblu did not elicit any biological response at 80 

times the concentration used for cigarettes
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BIOMARKERS OF EXPOSURE FOR VAPERS 
INDISTINGUISHABLE FROM QUITTERS
%

 r
e

d
u

ct
io

n
 

Benzene

S-PMA

1,3-Butadiene

MHBMA

Crotonaldehyde

HMPMA

Acrylonitrile

CEMA

94% 93% 84% 88% 88% 84% 86% 86%

0

20

40

60

80

75%98% 91% 66% 63% 70% 66% 81% 87% 82%

NNN

Total NNN

NNK

Total NNK

Pyrene

1-OHP

Carbon Monoxide

COHb 3HPMA

Acrolein

0

20

40

60

80
Cessation

E-cigarettes
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CLINICAL STUDIES SHOW NO HEALTH CONCERNS 
OVER A 2-YEAR PERIOD

www.imperialbrandsscience.com

No clinically 
significant adverse 

changes 

Reduced craving 
and smoking

HPHC

Reduced exposure 
to HPHC

Reduced incidence 
of airway infection

No cardio-vascular 
effects
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VAPING IS NOT A GATEWAY TO SMOKING

/ Dynamic population modelling backed up by 

real data

/ Of 20,676 frequent US vapers…

/ Only 34 were never smokers that went on to 

smoke

/ Harm reduction potential to population as a 

whole 
/ Dual users are on a longer journey to smoking 

abstinence

0

18.5

25.4

36.5

0

10

20

30

40

Baseline 30 Days 60 Days 90 Days

Abstinence of smoking last 30 days

%
 o

f 
p

ar
ti

ci
p

an
ce
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POST-MARKET SURVEILLANCE ACTIVITIES

Post-Market 
Surveillance

Evaluate scientific & medical literature

Assess consumer health complaints

Monitor notifications to regulators

Studies to assess benefit/impact on population
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SUBSTANTIAL PRODUCT ASSESSMENT IS ESSENTIAL TO 
EVALUATE SAFETY AND HARM REDUCTION POTENTIAL

Product Characterisation

Pre-Clinical Studies

Clinical Studies

Pre-Market Consumer Studies

Post-Market Surveillance

Assessment 
Framework

98  http://www.fontemscience.com/



The Environment
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GROWING PUBLIC HEALTH ENDORSEMENT  

“individuals should be encouraged to switch to the least harmful form of tobacco 

product possible; switching to the exclusive use of e-cigarettes is preferable to 

continuing to smoke combustible products”

“on the basis of current evidence vaping e-cigarettes is definitely less harmful than 

smoking cigarettes”

“vaping poses only a small fraction of the risks of smoking and switching 

completely from smoking to vaping conveys substantial health benefits”

“switching from tobacco cigarettes to vaping products will reduce a person's 

exposure to many toxic and cancer-causing chemicals”

“complete switching from combustible tobacco cigarettes to e-cigarettes would be 

expected to reduce tobacco-related health risk”
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SUPPORTIVE ENVIRONMENT FOR SMOKER 
CONVERSION KEY IN RAPIDLY EVOLVING SECTOR 

Producer behaviours 

inconsistent; no 

industry standard

Regulation & right 

excise framework 

key to support 

smoker conversion

Dynamic 

environment 

experiencing 

exponential growth
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EducationYouth AccessAdvertising & 
Marketing

Social Media

LEADERSHIP AND RESPONSIBILITY ARE KEY

“ Vaping now an Epidemic 
Among US High Schoolers ”

“ Schools and Parents Fight
E-cigarettes Epidemic ”

“ ‘I cant stop’: school struggles 
with vaping explosion ”

“ Vaping As Bad As Fags”

“ E-cigarette Timebomb”
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FDA ACTION: POSITIVE STEP TOWARDS STRONGER 
CATEGORY

/ Positive step to ensure compliance

/ Evolving robust and sustainable sector

/ Favours responsible operators

/ Fully support FDA actions & initiatives

/ Proactively implementing best practice 

/ Preparing responses & proactive suggestions

FDA takes new steps to address epidemic of 
youth e-cigarette use, including a historic 
action against more than 1,300 retailers and 
5 major manufacturers for their roles 
perpetuating youth access 

FDA News Release
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STRONG CAPABILITIES AND A CLEAR AGENDA

ResponsibilityConsumer Protection Right Excise & Regulatory Frameworks

1. Manufactured 

and sold 

responsibly 

2. Product 

Standards

& post launch 

monitoring

3. Never sell to 

minors

4. Better science

5. Educate 

consumers

Corporate Affairs resources on the ground in over 60 countries

6. Ability to 

communicate

7. Ability to 

innovate

8. Connectivity

9. Right level of 

excise

10. Strong 

regulatory 

incentives
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Significant
Additive

Opportunity

Compelling
Proposition

Delivering
Returns

Winning
Execution 



Clear Market Focus

Smoker Adoption Model

Building blu: 
UK, Japan & USA

Winning
Execution 



Clear Market Focus
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PRIMARY TARGET:
SMOKERS IN HIGH VALUE MARKETS

# 
o

f 
sm

o
ke

rs

FMC pricing

Size of bubble = current number of vapers

MainstreamLess Developed Nascent

Source: EVO market model, Millward Brown Global Tracker, WHO smoker data
Note: Smoking population capped at 15m, FMC price capped at $7
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Smoker Adoption 

Model

Blu brand experience icon

109 



OMNICHANNEL SMOKER ADOPTION MODEL

110 

Building awareness, 

consideration and trust

Stimulating trial and purchase

Creating repeat purchase 

Fostering loyalty through

community and belonging

BELIEVE

BUY

BUY
AGAIN

BELONG



Point of
Sale

PR 

Events

AdvertisingBELIEVE

TRADITIONAL DIGITAL

Word of
Mouth

Social Content

Direct to 
Smokers

Influencers

BELIEVE – AWARENESS, CONSIDERATION, TRUST

111 



LEADING IN AWARENESS

16

11

5

5

4

3

2

2

3

29

20

11

10

5

4

8

4

4

Top of mind and total unaided awareness among adult vapers

18

9

8

7

4

3

1

35

17

16

11

10

8

4

Source: IPSOS Consumer Survey August 2018 among 1,500 vapers, unaided awareness among current past one month vapers112 



Based on UK monthly data top 250 key words within Vape category

+96%
Search engine 
traffic  YoY

#1 rank

blu key word 
search

#15 rank

(up from #40)  
generic vape 
key word
search

/ Objective to grow from 

owning our brand to 

owning the category

/ Improved website 

journeys on blu.com

/ Enhanced content strategy

113 

ONLINE SEARCH – TRAFFIC +96%



BUY

TRADITIONAL DIGITAL

BUY – DISTRIBUTION, TRIAL AND PURCHASE

In Store
Promotion
and Trial

Retail 
Distribution

Online 
Promotion

Online
Distribution

MOMENT
of

PURCHASE

114 



BUY - OMNICHANNEL 

Convenience, retention

30% 
Sales Value

RETAIL

Education and Acquisition

41% 
Sales Value

VAPE SHOPS

Acquisition and retention

29% 
Sales Value

ONLINE

Blu
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Moment
of

Purchase

Consideration
Set

BUY AGAIN – REPURCHASE, LIFETIME VALUE

Frictionless omnichannel experience

Repurchase
Loyalty Loop

BUY
AGAIN

116 



What we’ve done

USA REPURCHASE RATE x2 IN 3 MONTHS

12% +25%

May ‘18 Jun ‘18 Jul ‘18 Aug ‘18 Future

15% 18%

Email Retargeting Onsite personalisation

/ Repurchase x2 
/ Conversion from 25 to 15 days 

/ 4 x click through / Home banner click through +33%
/ Shop banner click through +22%
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BELONG – LOYALTY, COMMUNITY, myblu

Personalised 
CRM

Consumer 
Service

Brand Content 
Sites

bluNation
Loyalty Program 

BRAND CONTENT CONSUMER CONTENT

User-generated
Content

Refer a Friend

Social ChannelsBELONG
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6x INCREASE IN SOCIAL MEDIA MENTIONS

Aug ‘17 Aug ‘18

Social media reach past 30 days4.2m

Positive sentiment for blu
(vs. 80% for next biggest pod system)95%

Source: Crimson Hexagon; Brand 24 – Instagram only.  
Posts tagged: @blucigsusa, @myblu, @blu_fr, @blu_Russia, @blunationuk, @blu_Deutschlandmedia mentions, @blu_vaping, #blulife, #blunation, #myblu, #blulanta, #blucigs, #blucig. 

myblu activation
US & UK, Feb 2018
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4Bs SMOKER ADOPTION MODEL

121 

Building awareness, 

consideration and trust

Stimulating trial and purchase

Creating repeat purchase 

Fostering loyalty through

community and belonging

BELIEVE

BUY

BUY
AGAIN

BELONG



Building blu: 

UK, Japan & USA

Blu brand experience icon

122 



Building blu in the UK 



GROWING PREFERENCE FOR VAPING SUPPORTED 
BY POSITIVE PUBLIC HEALTH ENVIRONMENT 

0.01m

1.2m

2.6m

8.1m

2018

Smokers

Dualists
(Tobacco & Vapour)

Vapour

Non-combustible 
Tobacco

UK Nicotine 
Consumers

32%
Vape + Dualists

11.9m
Consumers

Trend
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LEVERAGING OUR STRENGTHS AND 
BUILDING NEW CAPABILITIES TO WIN

The brand smokers and vapers aspire to in 
their search for something better

A leading brand and 
innovation pipeline

Market leading Sales and 
Marketing operation

New capabilities for new 
opportunities
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WHERE DO VAPERS BUY THEIR PRODUCT IN 
THE UK? TODAY’S CONSUMER JOURNEY 

Smokers Purchase
Channel

Latest
Purchase

First
Purchase

100%

52%

28%

39%

33%

34%

14%
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SHAPING THE FUTURE CONSUMER JOURNEY

OnlineRetail Vape Shops

127 



25% Sales value

£128m Sales value

SHAPING THE FUTURE CONSUMER JOURNEY

OnlineRetail Vape Shops

30% Sales value

£153m Sales value

45% Sales value

£229m Sales value
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BUILDING MOMENTUM IN FY18

129 

Building awareness through ATL, Brand 

Ambassadors and Social Media

BELIEVE

Driving consideration and trial through 

impact at Point of Sale
BUY

Securing repeat purchase through omni-

presence and tailored engagement

BUY
AGAIN

Welcoming consumers in our 

online community with bluNation

BELONG



BUILDING BELIEF THROUGH AN INTEGRATED 
CITY BY CITY CAMPAIGN

BELIEVE

London
Bristol

Manchester

Leeds
Glasgow
Cardiff



Trial Through Device In Hand

BUILDING BELIEF THROUGH AN INTEGRATED 
CITY BY CITY CAMPAIGN

Building Awareness

BELIEVE

Exploring Full Range



BUY

GROWING POS IMPACT WITH KEY PARTNERS
BUY

AGAIN
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Impact at Point of Sale

BUY

GROWING POS IMPACT WITH KEY PARTNERS
BUY

AGAIN

Prioritising Relevant Distribution

28%

75%

80%

85%

Independents

Key Accounts

Online

Vape

myblu Distribution by Channel

End 2018

134 

Brand 
Advocacy

Relevant Distribution

Instore Visibility

Education



STRONG ORGANIC SALES – DEMONSTRATING 
CONSUMER REACH

Source: Aggregated EPOS for traditional retail

myblu cumulative device sales

Week 1 Week 22

Exit weekly 
devices sold 3x 

average for 
period
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Source: Aggregated EPOS for traditional retail

myblu weekly pod sales

Launch Week 22

Cumulative pod to device ratio

Launch Week 22
0

1

2

3

4

5

Average 4 pods per device
Exit rate 6 pods per device

STRONG ORGANIC SALES – DEMONSTRATING 
REPEAT PURCHASE
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GROWING CONSUMER LOYALTY & RETAIL SHARE

Source: Share data in focused key accounts where myblu is sold

myblu share of retail sales value 

Growing 
category 

share

0.6%

1.1%

2.3%

2.9%

3.8%

Apr-18 May-18 Jun-18 Jul-18 Aug-18
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ACCELERATING INTO FY19

138 

The brand smokers and vapers aspire to in their search for something better

BUY BUY
AGAIN

BELONGBELIEVE

Device in Hand
Range Exploration

Awareness



Bui ld ing  b lu  in  Japan



CREATING THE VAPE CATEGORY IN JAPAN

Relevant to Japanese

Smokers

Strong Retail Partnerships Extensive Activation
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Relevant to Japanese

Smokers

CREATING THE VAPE CATEGORY IN JAPAN

/ Addressing smoker needs

/ Menthol & fruit flavours

Strong Retail Partnerships Extensive Activation

/ Convenience channel focus

/ Category captaincy

/ Widespread ATL media

/ Activation campaign

141 



STRONG GROWTH OPPORTUNITY

6% of the smoking population in 

Fukuoka bought myblu starter kit 

in the first 90 days

143 



Bui ld ing  b lu in  the  USA



LARGEST VAPE MARKET… AND GROWING

3.3m

6.8m

36m

2018

Cigarette 
Smokers

Dualists
(Tobacco & Vapour)

Vaper

Non-combustible 
Tobacco

US Nicotine 
Consumers

21% YOY
Vape + Dualists

55m
Consumers

8.7m

/ Strong growth

in vape

/ Driven by 

accelerated 

smoker conversion

Sources: E-cig intelligence; Fontem US Industry Forecast

Trend
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TRUE OMNICHANNEL MARKET

Sources: Wells Fargo Securities Nielsen Tobacco All Channel Report Period Ending 8.11.2018; Fontem US Industry Forecast

Retail

55% Sales value

£2.8Bn Sales value

Convenience, retention channel

100% Growth YoY

Education and acquisition

29% Sales value

£1.5Bn Sales value

10% Growth YoY

Vape Shops
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Acquisition and retention

16% Sales value

£0.8Bn Sales value

30% Growth YoY

Online



BUILDING blu USA

Building a Lifestyle Brand Satisfaction Focused 
Portfolio

Maximising Availability

Since 2009 (US)
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BRAND LIFESTYLE ACTIVATION MODEL

148 

Building consideration: content generation and 

media coverage

Driving trial and consideration

multi-platforms

Repeat purchase online: blu.com

& e-tailers 

Social media & influencers 

BELIEVE

BUY

BUY
AGAIN

BELONG



Media Partnerships

BUILDING AWARENESS: MEDIA & EVENTS

Strengthening awareness to drive engagement

BELIEVE

Media National Events
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DRIVING PRODUCT TRIAL

myblu Trial Promotions Vape Engagement

BUY

Getting myblu into smokers hands

E-tailers
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TRIAL: LOCAL IMPACT MARKETING
BUY

8 cities - 72,000 smoker engagements

Brooklyn

New Jersey

Columbus

Nashville

Dallas

Denver

Miami

Atlanta
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OMNICHANNEL APPROACH
BUY 

AGAIN

Creating a frictionless repurchase environment for blu users

Retail / Vape Visibility E-CRMmyCare: 

Best Warranty Platform
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Content HubInfluencers Social Media

CREATE THE blu COMMUNITY
BELONG

>103% increase in followers

User generated content and owned platform

Influencing smoker conversion >80k unique visitors
154 



Vape ChannelRetail Channel ‘000 Online Transactions ‘000

GROWING OMICHANNEL DISTRIBUTION FOR myblu

Sources: MSI data; Vape sell data; blu.com

26

62

90

Feb '18 Aug '18 Target '19

28

62

87

Feb '18 May '18 Aug '18

200
1,800

9,000

Feb '18 Aug '18 Target '19
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Launch Week 31

myblu cumulative device sales

STRONG ORGANIC SALES

Exit weekly 
devices sold 3x 

pre promo 
average

Source: Aggregated IRI data from Jan (wk4) to Aug (wk5)156 



STRONG ORGANIC SALES

Source: Aggregated IRI data from Jan (wk4) to Aug (wk4)

myblu weekly pod sales

Launch Week 31

Average weekly pod to device 

Doubling of pod 
per device     

ratio4.6

9

Pre Promo Post Promo
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STEP UP IN FY18; ACCELERATING IN FY19 

Focus on best 

experience for smokers

From a brand at the heart 

of everything we do

In a completely 

frictionless purchase 

environment 

158 



Significant
Additive

Opportunity

Delivering
Returns

Winning
Execution 

Compelling
Proposition



DELIVERING RETURNS

/ Additive opportunity in a growing category

/ Clear levers to drive profitability

/ Delivering shareholder value
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ADDITIVE OPPORTUNITY IN A GROWING CATEGORY
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ADDITIVE OPPORTUNITY IN A GROWING CATEGORY
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ADDITIVE OPPORTUNITY IN A GROWING CATEGORY
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ADDITIVE OPPORTUNITY IN A GROWING CATEGORY
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ADDITIVE OPPORTUNITY IN A GROWING CATEGORY

/ Revenue per pod is 

higher than cigarettes

/ At a lower retail price

/ Additive revenue from  

converting smokers
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Net revenue development

ADDITIVE OPPORTUNITY IN A GROWING CATEGORY

/ Reflected in Feb 2018 LTIP

/ FY18 annualised exit rate of 
£0.3bn revenue

/ Significant revenue ambition

FY17 FY20

£1.5bn

£0.1bn
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FY20 LTIP ambition

5-8m blu consumers

£1.70 - £2.00 avg. net revenue per pod

£1.5bn net revenue

ADDITIVE OPPORTUNITY IN A GROWING CATEGORY

167 

pods per week
(mix of dualists & soloists)2-3 avg. 



CLEAR LEVERS TO DRIVE PROFITABILITY

Current GM %

c.35%

* GM analysis of myblu pods

Product innovation
Simplified manufacturing

Scale/increased automation

Lower COGS

E-commerce development
Normalised retailer margins

No pricing assumed

Net Revenue 
Opportunity

Future GM %

c. 100% increase

c.70%

GROSS MARGIN*
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2

16

60

CLEAR LEVERS TO DRIVE PROFITABILITY
RAPIDLY SCALING MANUFACTURING CAPACITY

Sep-17 Sep-18                      Sep-19

/ Outsourced manufacturing

/ Capital light model

/ Supports innovation

/ Scalable and agile

/ Capacities available to meet 

our ambitions

(M pods/month)

8x

4x
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CLEAR LEVERS TO DRIVE PROFITABILITY

Contribution Operating profit

c. 40% operating 
profit margin

Enhanced product pipeline
Differentiated consumer experience

Market expansion

Operating 
leverage

Scale benefits
Steady state P&L

A&P 
normalisation

OPERATING MARGIN
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DELIVERING SHAREHOLDER VALUE
BLU FINANCIAL DEVELOPMENT

171 

Revenues

Operating profit

Sep-18Sep-17

Scaling & OptimisingIntroduction Invest & Grow

Accelerating
revenue

Sep-19

c. 40%

Schematic – for 
illustration

Additive opportunity:

/ Significant revenue 

upside

/ Short term margin 

dilution

/ Accretive to EPS from 

FY19 exit



Significant Additive 
Growth

Scalable and Capital 
Light

Cash and Returns 
Focused

Delivering Sustainable Shareholder Returns

DELIVERING RETURNS
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Significant
Additive

Opportunity

Winning
Execution 

Delivering
Returns

Compelling
Proposition



SOLVING FOR THE SMOKER
SOLVING FOR SHAREHOLDER RETURNS 

Acquisitions

Ways of
Working

Innovation
capability

Science

Regulatory 
Know how

Scalability

Building
blu

Omnichannel
engagement

Smoker
Insights 
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THANK YOU



THANK YOU


