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CROP
MONITOR
According to the Interstate Tobacco
Industry Union, SindiTabaco, leaf exports
are expected to register a significant yearon-year growth in Brazil. The forecast is
supported by a recent survey showing that
shipments could rise between 2% and
6% in volume terms and between 6% and
10% in value terms. During 2020, exports
generated USD 1.6 billion in revenue and
amounted to 514 million kg in overall.
According to the Brazilian Ministry of
Economy, through the first three months of
2021, tobacco shipment volumes were 134
million kg valued at USD 418 million, an
increase of 19% on a yearly basis.

The Brazilian tobacco growers’ association,
Afubra, forecasts South-Brazil to produce
606,952 tons of tobacco in an area of 
273,356 he. However, the number of
tobacco-growing families declined by 6%
to 137,618 in the current season. Due
to complications created by Covid-19,
companies are working with 75% of their
operational capacity, in compliance with
government decrees. As a consequence,
commercialization is flowing slowly and is
expected to come to a close only in midAugust. Average prices for FCV reached USD
1.87, up from USD 1.79 last season. Burley
is also trading higher- USD 1.85 against USD
1.62 the year before. The EU is the major
destination for Brazilian tobacco, accounting
for 41%, followed by Asia, Africa and the
Middle East.
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AHL Tobacco Sales Ltd in Malawi shared the
latest tobacco sales figures as of the end of
May, 6 weeks after the start of the season.
Volume sales are 40.9 million kg, up from
32.6 million kg for the same period last year.
Average price is USD 1.65 per kg compared
to 1.52 per kg in 2020, while revenue
is at USD 67.6 million, an improvement
from the USD 49.7 on a yearly basis. The
high rejection rate remains an issue. Total
production is forecast at around 120 million
kg.
The Parliament in Uganda has passed a
tobacco control bill scrapping taxation
on processed tobacco, restricting it to
unprocessed leaf for export only. The tax
measures are meant to restrict the export of
raw tobacco leaf by foreign companies that
process it in neighboring countries and later
bring it back to Uganda for selling. It is also
an attempt to promote local value addition
and improve revenue generation.

Also, small-scale farmers in Zimbabwe
complain they are being impoverished by
merchants who are luring them into debt traps.
They often offer loans but oblige the growers
to sell their tobacco cheap.

The Tobacco Industry Marketing Board (TIMB) in
Zimbabwe announced that by the end of May
tobacco sales reached USD 325 million, a 54%
increase compared to the same time during
the previous season. In volume terms 120.6
million kg of tobacco have been delivered, up
from 90.7 million kg in 2020. The average price
is in the range of USD 2.69 and USD 2.76, well
above last year’s USD 2.32. Alternatively, while
new registrations for farmers have declined by
74%, the total number of growers is up by 1%
to 149,274.
TIMB started a campaign to expose middlemen
in the illegal tobacco market. Such individuals
travel around farms offering low prices in
return for instant payments. So far, 85 illegal
operators have been fined. There is also an
ongoing investigation on price manipulation by
contractors.

The Tobacco Board of India suspended
auctions for a week in May due to the rapid
spread of Covid-19. More than 60 members
of the organization tested positive. So far, the
country’s tobacco growers have sold 27 million
kg of the expected 100 million kg crop.
Tobacco growers in Andhra Pradesh, India
are concerned about declining tobacco prices.
Upon opening of the auctions, buyers were
offering INR 180 per kg, but this dropped to
INR 170 per kg. As of May, only a small amount
of the 70 million kg were realized on the
market. In Prakasam and West Godavari, sales
are also going slowly as key buyers are staying
away from the auctions. Last season was
seriously disrupted by Covid-19, something
that is happening again now.
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During the first 9 months of the 2020-2021
financial year, Pakistan recorded a 13.9% drop
in tobacco exports. According to local statistics,
9,368 tons of tobacco valued at USD 24.7
million was exported from July to March 20202021 compared to the 10,640 tons worth USD
28.7 million during the same time in 20192020.
Globally, 2021 is likely to be a year with more
supply than demand for tobacco. This is due
to production increases in Brazil, USA-where
export restrictions to China have eased, and
certain regions in India and Zimbabwe.

REGULATIONS
The World Health Organization (WHO)
has released a statement reaffirming its
abstinence-only approach in the run up of
the World No Tobacco Day on 31 May. The
agency insisted that the scientific evidence on
e-cigarettes as cessation aids was inconclusive
and that “switching from conventional tobacco
products to e-cigarettes is not quitting.”
The global health body also reiterated its
commitment to excluding the tobacco industry
from the debate through article 5.3 of the
Framework Convention on Tobacco Control.

The US International Trade Commission has
announced that Philip Morris International’s
(PMI) heated tobacco device IQOS infringes two
patents owned by British American Tobacco
(BAT). A likely immediate consequence is a
review by the full commission, which has
the power to stop products at the country’s
borders. The investigation has to conclude by
mid-September 2021.
The two companies are engaged in other
legal disputes regarding alternative
tobacco products around the world.

Alternatively, the Foundation for a Smoke-Free
World (FSFW) used the same occasion to urge
smokers to quit or switch to harm-reduction
products, listing examples from around the
world.
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BAT and Imperial Brands will ask the high
court in the UK to throw out a case against
the companies alleging them in exploiting of
Malawian farmers and their children. According
to the multinationals’ defense, the farming
families cannot prove the tobacco they grew
ended up in their cigarettes and associated
products. Alternatively, the other lawyers
argue that the farmers’ conditions of work
breach the definition of forced labor, unlawful
compulsory labor, exploitation under Malawian
law and breach the UK Modern Slavery Act,
the European convention on human rights
and International Labor Organization (ILO)
definition of forced labor.

The US Customs have modified an existing
“Withhold Release Order” on imports of
tobacco from Malawi. As of the end of May,
tobacco imports harvested by Club Growers
from Premium Tobacco Malawi Limited will be
admissible in the US. The Customs previously
prohibited the entry of tobacco into the
country based on a suspicion that they were
produced using forced labor. Alliance One
International and Limbe Leaf Tobacco Co have
also received clearances in 2020.

The EU Commission has published a report
evaluating the EU Tobacco Products Directivethe legislation that guides tobacco regulations
in the region. While it praises the decrease
in smoking prevalence since the current
version of the document was enforced, the
Commission urges for stronger enforcement
on national level and better consideration
of new market developments. The report
highlights the scope for improvement in
labeling, assessment of ingredients, crossborder sales and emerging products.
The upcoming review of the Tobacco
Products Directive will be an important part
in achieving the smoke-free goals of the
Europe’s Beating Cancer plan, presented in a
previous edition of Tobacco Monitor.
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Anti-smoking groups and Pfizer have urged
the Dutch Government to expand smoking
bans and restrict alternative products such as
e-cigarettes ahead of COP9, which will be held
in the Netherlands in November. This is also
part of the country’s effort to create a smokefree generation by 2040. During the last five
years smoking prevalence in the Netherlands
has gone down from 25% to 20%.
Profits of Indonesia’s two largest tobacco
manufacturers Gudang Garam and Sampoerna
registered over 20% drops during Q1 2021.
This is a result of excise tax increases and weak
cigarette demand. Cigarette taxes grew by
12.5% in February 2021. Notably, this mainly
affects machine made cigarettes, while taxes
on hand rolled cigarettes remained unchanged.

INDUSTRY
UPDATES
The UK Vaping Industry Association
(UKVIA) has condemned the WHO for its
recommendations to countries to take strong
anti-vaping stances ahead of the COP9
summit. The Association has argued that
vaping has already helped 3.2 million adults
in Great Britain to switch away from smoking.
In addition, UKVIA has called into question
the financing that the British government
provides to the WHO, which stands at GBP
340 million over the next four years.

PMI appointed a new CEO- Jacek Olczak, who
reaffirmed the company’s commitment to
accelerating PMI’s smoke-free transformation
that started in 2016. Following the
announcement, Olczak gave an interview
predicting that Japan will become a smokefree society within 10 years. The company is
to gradually pull out of combustible categories
over the next 10 to 15 years, starting the
transition from Japan. Smokeless products
currently account for 11% of PMI’s total
tobacco shipment volumes.
The global tobacco industry watchdog, STOP,
has sent a letter to the United Nations insisting
the organization to remove the Eliminating
Child Labour in Tobacco-Growing Foundation
(ECLT) as a participant in the UN Global
Compact (UNGC) initiative, due to ties with the
industry and failure in its stated objective of
ending child labour in tobacco.
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China became the biggest market for Cuban
cigars. Previously, the leadership was held by
Spain, however rapid growth for the product in
China, 50% in the last six years, have shifted
the balance of the category. Other leading cigar
markets are France, Germany and Switzerland.
Vapor stocks of Chinese companies listed
on the Hong Kong Stock Exchange plunged
after the National Health Commission and the
WHO’s China office unveiled a joint report
stating that there is sufficient proof that
e-cigarettes are unsafe and harmful to health.

KT&G reported its latest results:

Imperial Brands reported its HY results for the
six months ending in March 2021:
•

Net revenue is GBP 15.6 billion, up 6.1% on a
yearly basis.

•

Adjusted operating profit is GBP 1.59 billion, up
from GBP 1,46 billion on a yearly basis.

Imperial Brands is currently going through
managerial as well as a strategic transformation
and described these results as a “good start” in
implementing the new company direction.

•

Sales grew by 15.8% to KRW 193.7 billion on a
year-to-year basis.

•

Cigarette volume sales increased by 30.1%
to 9.5 billion cigarette sticks on a year-to-year
basis.

•

Local cigarette volume sales increased by 60
million sticks to reach 9.6 billion sticks, which
represents 64.5% share of the South Korean
cigarette market.

During the last year, KT&G launched its
products in 23 new markets. PMI distributes
the company’s next generation portfolio in
Russia, Ukraine and Japan.
KT&G’s ambition is to be among the top 4
international tobacco players in the world.
This position is now taken by Imperial Brands.
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Swedish Match, one of the major international
tobacco manufacturers, has reported double
digit sales and operating profit growth in Q1
2021. The company is a strong performer in
various oral tobacco categories. The continued
momentum of one such product, the nontobacco nicotine pouch ZYN, in the US is
a major driver in achieving these results.
Although the company has long ago divested
its cigarettes business, it is still a strong
performer in cigars, which also registered
record volume sales.

SUSTAINABILITY
Forestry officials in Zimbabwe have warned
about the rate at which trees are being cut in
relation to tobacco curing, charcoal production
and other economic activities in the country.
According to local sources, Zimbabwe loses
more than 262,000 he a year due to farming
and fires. As a result, some have called for
tobacco farmers to start planting gum trees
due to their fast growth and modest water
needs. The Ministry of Finance and Economic
Development releases funds on an annual
basis in order to plant trees. However, the
money are deducted from each farmer’s total
sales which are then taken through the TIMB.

Tobacco farmers in Brazil who adhered to
the winter crop within the Corn, Bean and
Grazing Land after Tobacco Harvest Program
benefited from the high value of the grains.
This was revealed by a survey conducted
by SindiTabaco that promotes the crop
diversification program in southern Brazil. The
likely additional revenue amounts to BRL 933
million, up 47% from 2020, when growers
earned BRL 634 million .
Labor activists in India urge for the
improvement in pay and working conditions for
the country’s bidi cigarette rollers. The product
is often rolled by women who earn around INR
100 per 1,000 sticks, facing multiple health
hazards. Bidi workers are entitled to a state
subsidy of INR 20,000 but many are unaware
of the measure.
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Bahrain is about to vote on whether to
permit plans to open tobacco manufacturing
facilities in the country. One option is to
allow production for exports only. Previously,
Bahrain was a regional hub for shisha
tobacco. If the decision goes ahead a potential
investment of USD 300 million could result in
the creation of 400 jobs.

BAT will invest HRK 200 million to produce
heated tobacco products in Croatia. This
includes expanding production in the Kanfanar
factory and opening up a hub in Rijeka. The
growing demand for the product in Europe
and Northern Africa is the main driver of the
investment.

PMI published an Integrated Report, sharing
the company’s environmental, social and
governance (ESG) performance and progress
towards delivering a smoke-free future.
As part of it, PMI aims to switch more than
40 million adult smokers to its smoke-free
alternatives and reach 50% of revenues
from such products by 2025. Among the new
2025 targets are PMI smoke-free products
to be available in 100 markets and at least
$1 billion in annual net revenues to come
from “beyond nicotine” products. The report
also follows a range of other metrics and
company goals that will have an increasing
relevance for the industry in the immediate
future.

Both BAT and Imperial Brands were recognized
as Climate Leaders by the Financial Times.
BAT aims to become carbon neutral in its
own operations by 2030, and across its value
chain by 2050. Imperial Brands target is to cut
emissions by 25% in its own operations and by
20% in its supply chain by 2030.
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KT&G has announced its goal to become
carbon neutral by 2050. As a start, the
company plans to reduce its greenhouse gas
emissions by 20% by 2030. KT&G will expand
the scope of its environmental responsibility
not only to the workplace but throughout
the supply chain, from sourcing tobacco to
production and sales. KT&G is also in the
process of reducing its water consumption by
20% and reach 90% in waste recycling by
2030.
In addition, the company delivered KRW 400
million in welfare funds to continue its coprosperity program with local growers. As
part of its ESG management, KT&G is often
engaged in assisting farmers. The company
claims it is the only domestic tobacco company
that purchases its farmers’ entire harvests to
protect their livelihood.
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Thank you!
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