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Sales by currency block*
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Strategic direction for Swedish Match

ÁPosition the Company as the global smokefree leader

- Leverage our unique heritage, technological lead, talented organization 
and brand portfolio globally

- More aggressively pursue growth opportunities on a global basis

- Be the preferred choice by consumers

- Be the most valued partner to the trade

- Remain the industry authority for regulators and opinion makers

ÁDevelop our cigar business to the best in class

- Deliver superior quality to customers and consumers

- Drive to improve profitability

ÁOur lights businesses should continue to focus on operational 
excellence and profitability

- Strong market positions

- Efficient supply chain
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Todayôs Swedish Match

ÁA clear strategic direction, with a supporting organizational structure

- Smokefree Division, spanning all geographies  

- Integrated supply chain, strategic marketing, scientific affairs, innovation teams

- US Sales Division

- Scandinavia Sales Division

- Swedish Match International 

- Other Operations

ÁRealignment of cigar management and responsibilities, integrated 
supply chain

- Premium cigars and European cigars in Swedish Match International, 
US mass market cigars in US Sales Division

ÁJoint venture agreement with PMI

ÁNEWCO for cigars, pipe tobacco, and fine cut tobacco, together with 
STG (final agreement signed, completion expected prior to year end)
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Group results* - second quarter 2010

Á Sales amounted to 3,701 MSEK (3,666)

¬ In local currency, sales increased by 4 percent

¬ Net currency translation gave a negative impact of 99 MSEK

Á Operating profit amounted to 945 MSEK (899)

¬ Operating profit was 911 MSEK (899) including depreciation and 

amortization relating to assets held for sale

¬ Operating profit increased by 4 percent in local currencies, including 
depreciation and amortization relating to assets held for sale (25 MSEK 
negative currency translation impact)

Á Profit before income tax amounted to 816 MSEK (791)

Á Profit for the period amounted to 637 MSEK (624)

Á EPS (basic) was 2.78 SEK (2.51)

* Unless explicitly stated otherwise, figures are from continuing operations
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Conclusions from the second quarter ïsales

ÁSales* up 4% in local currencies, up 1% in SEK

ÁScandinavian snus sales up 9%, on flat volume

- Volumes up an estimated 3% when backing out Easter timing of shipments, with volume growth 
in Sweden, Norway, and Travel Retail

ÁUS snuff sales down 9% in USD, on 22% lower volume

- Q2 2009 volumes included restocking tied to tax changes

- Volumes were also negatively impacted by phasing of promotional shipments

ÁChewing tobacco sales down 7% in USD, down 12% in SEK

- Impacted by prior year restocking effects. Six month sales down 1% in USD

ÁCigar sales were up 9% in local currencies, up 2% in SEK

- US machine made cigar sales up 36% in local currencies, on higher volumes

- US premium cigar sales flat in local currency, on flat volume

- When excluding prior year hoarding effects, sales and volumes for US machine made cigars had 
solid growth, while premium US sales declined

- European cigar sales up slightly in local currencies on flat volumes

ÁLights sales up 2%

*  From continuing operations (excludes South African operations)
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Conclusions from the second quarter ïop. profit

ÁOperating profit* up 4% in local currencies, up 1% in SEK

- Snus/Snuff operating margin was 43.6%, vs. 42.6% previous year

- Price increases in the US on May 25 (6.7%), and in Sweden on June 7 (4% list)

- Heavy spending Q1/Q2 for NASCAR sponsorships and General snus
awareness campaigns in the US

- Operating profit for chewing tobacco down 23% in local currencies, down 
27% in SEK

- Prior year restocking negatively affects comparisons

- Includes 10 MSEK cost related to the closure of Swedish Piccanell production 

- Cigar operating profit was up by 9% in local currencies, up 2% in SEK

- Continued solid underlying performance for US machine made cigars, even 
when backing out destocking effects on volume and profit in Q2 2009

- Operating profit marginally up in Europe, down for premium US cigars 

- Operating profit for lights up 11%, led by a solid performance for lighters

*  From continuing operations, including amortizations and depreciations of assets held for sale
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ÁTax rate for the Group was 21.1% for the first six months, and 
22% in the second quarter

- Six month tax rate includes some smaller one time items

- Underlying tax rate was 22%

ÁSolid cash position and limited debt repayments through 2010

- Cash and cash equivalents are 1,329* MSEK vs. 2,530 MSEK as of 
December 31, 2009

- 600 MSEK of interest bearing debt remains due in 2010 (Q4)

ÁShare repurchases during the second quarter amounted to 1.0 
million shares for 158 MSEK

- YTD, 3.5 million shares purchased for 556 MSEK

Á20 million shares cancelled, total registered shares now 231.0 
million

Conclusions from the second quarter ïother 

items

*  Includes cash and cash equivalents in assets held for sale



1010

ÁSwedish snus market up 0.8% (rolling 6 months to May)

ÁSM total value market share Apr/May in Sweden was 88.1%
- 88.0% in Feb/Mar 2010 (88.9% in Apr/May 2009)

ÁSM total volume market share Apr/May in Sweden was 85.8%
- 85.6% in Feb/Mar 2010 (86.2% in Apr/May 2009)

ÁLow price segment is 24.7% in Apr/May of Swedish market
- 24.5% in Feb/Mar 2010 (24.1% in Apr/May 2009)

ÁSM share Apr/May of low price segment in Sweden was 52.5%
- 51.8% in Feb/Mar 2010 (53.0% in Apr/May 2009)

ÁUS snuff market up 7.8% for the YTD ending June 12, 2010
- SM consumption volume up 2.1% YTD ending June 12

ÁSwedish Match market shares in the US
- YTD ending June 12 was 12.2%, vs. 12.9% YTD 2009

- Longhorn share at 5.4% YTD vs. 4.9% YTD 2009; Timber Wolf share at 
5.3% (6.2%); Red Man share at 1.4% (1.8%)

Nielsen snus/moist snuff consumption data*

*  Source: Nielsen. Volume basis, unless stated otherwise
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Other items

ÁFDA regulations with new labeling requirements and limitations on 
certain types of marketing, among other things, was in effect as from 
June 22. Swedish Match is in full compliance with all FDA 
regulations

ÁSwedish Match and Scandinavian Tobacco Group have agreed to 
form a new company, combining the tobacco businesses of STG 
with the cigar and pipe tobacco businesses of Swedish Match 
(excluding US machine made cigars)

- Bondholdersô consent was received February 15, 2010

- Final agreement announced on April 26, 2010. Completion is subject to 
regulatory approvals, with expected completion date prior to year end

ÁOn July 14, the Second Circuit Court of Appeals reversed a US 
District Court ruling in a case with regard to the Cohiba brand, 
upholding General Cigarôs rights to the brand in the US
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Financial policy and financing needs

ÁFinancial policy

- Dividend policy: 40-60% of earnings per share 

- 2009 dividend paid of 4.75 SEK per share, an increase of 16% from the 2008 
level of 4.10 SEK/share

- Net debt not to exceed 3 times EBITA

ÁFinancing and cash flow

- During the second quarter no new bond loans were issued

- 100 MSEK of bond loans repurchased

- After the close of the period, 700 MSEK of bonds issued (2015) while 400 
MSEK of 2012 bonds were repaid

- 8,176 MSEK of interest bearing debt (excluding retirement benefit 
obligations) as of June 30, 2010

- 600 MSEK remains to be paid in 2010 in Q4

- Net debt*/EBITA was 2.4

* Including net financial assets reported as assets and liabilities held for sale
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Maturity profile of interest bearing liabilities*
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Smokefree: snus and snuff

ÁLeading position in Scandinavia

ÁThe second largest producer in the growing 
value priced snuff segment in the US

ÁProduction in Sweden and the US
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Á Scandinavia snus sales up 9% in Q2

- Scandinavian volumes flat in Q2, but up 3% excluding Easter effect

- Q2 volumes up in Sweden, Norway, Travel Retail, when backing out Easter effect

Á US Sales down 9% in USD on 22% lower volumes in Q2

- Volumes lower on planned phasing of promotional activities

- Q2 2009 volumes included restocking tied to tax changes

- Swedish Match consumption volume up 2.1% YTD June 12 (Nielsen)

ÁQ2 margins above year earlier levels

- Higher margins in Scandinavia on stronger volume and price/mix effects

- Lower US margins on lower volumes, higher product costs, marketing

- Red Man race car, Longhorn truck on NASCAR February to June

- General snus awareness activities in the US

- New Red Man òFlavor Fresh Lidò for longer lasting freshness launched end June

- Price increases in the US (May 25, 6.7%) and Sweden (June 7, 4% list)

MSEK Q2-2010 Q2-2009 chg H1-2010 H1-2009 chg
July 2009 -

June 2010

Full year

2009

Sales 1,116 1,087 3 2,170 2,055 6 4,364 4,250

Operating profit 487 463 5 921 860 7 1,978 1,916

Operating margin, % 43.6 42.6 42.4 41.8 45.3 45.1

Snus and snuff

Sales, profits, volume up, US invests in brands
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Swedish snus market shares

Volume share in Sweden, rolling 6 months through May 2010

2 months Apr/May
value 

share

volume 

share

Swedish Match 88.1 85.8

BAT (F&L) 7.9 9.5

Imperial (Skruf) 2.3 2.5

JTI 1.6 2.0

All other 0.2 0.2

Rolling 6 months

Swedish Match: 85.9
BAT (F&L): 9.7

Imperial (Skruf): 2.5
JTI: 1.9

All other: 0.1

Source: Nielsen. Totals may not add to 100% due to rounding
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Volume growth of moist snuff in the US
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US moist snuff market shares
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New Red Man, with òFlavor Fresh Lidò

ÁFlavor Fresh Lid means Red Man snuff stays fresh longer

ÁAddresses key consumer demand for freshness

ÁUnique lid, clear positioning

ÁSupported by marketing programs beginning in July
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General snus in the US

ÁGeneral snus now in 900 stores in the US

- Available in Original, Wintergreen, and Mint

- Very good sell-through/rotation in stores

- Distribution expansion to continue


