A N U P DAT E O N T H E M O S T R E C E N T

EVENTS AND FORECASTS

AUGUST 2021
1 | Tobacco Monitor | August 2021								

Crop
Monitor
Zimbabwe sold 199 million kg of tobacco
leaf by the end of July 2021. The average
price of USD 2.78 per kg is 16% higher
compared to the previous season. However,
local growers expected much firmer prices
as the crop is of excellent quality. The selling
season is likely to finish at the end of August
at just over 200 million kg.
Alternatively, the country’s courts dealt with
277 cases of illegal tobacco sales, 144 of
which have already led to convictions.

AHL Tobacco Sales Ltd shared the latest
cumulative tobacco crop figures after 15
weeks of trading in Malawi. 112.7 million
kg had been traded at the average price
of USD 1.63 per kg, from which proceeds
totaling USD 183.7 million were realized.
During the same period in the 2020 season,
99.9 million kg were sold, with an average
price of USD 1.52 per kg, which earned USD
152.3 million. The leading tobacco variety in
Malawi is Burley, followed by Flue Cured and
Dark Fired.
Meanwhile, the Tobacco Commission has
said misinformation surrounding the sector
suggesting farmers should grow alternative
crops is leading to confusion. Instead
farmers are encouraged to register in large
numbers for the next season.
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Zambia has traded 32.5 million kg of
tobacco leaf after 14 weeks of business (as
of mid-July 2021). Flue Cured accounts for
27.1 million kg with an average price of USD
2.65 per kg, while Burley for 5.4 million kg
with an average price of USD 1.69 per kg.

A new tobacco growers’ association –
Tabacum – was formed in Croatia with the
goal of concentrating the efforts of farmers
in an attempt to secure better conditions
for the sector in the country. 57 producers
have joined the ranks of the organization,
representing 667 hectares of production
in Podravine and Slavonije regions. The
annual value of tobacco production in Croatia
exceeds HRK 100 million (more than USD 15
million).

In July, Russia banned tobacco imports from
Brazil, India, South Africa, Zimbabwe and
Malawi due to concerns regarding infestation.
Russian inspectors detected the Megaselia
scalarisfly in about 30 tobacco shipments,
according to a statement published by the
Russian Trade Representative in Brazil.The
flyis considered a quarantine pest throughout
the Eurasian Economic Union. Brazil’s Ministry
of Agriculture replied it had not been officially
informed about the decision. According to
data from the ministry, Brazil exported almost
20,000 tons of leaf tobacco and related
products valued at USD 43.7 million to Russia
in 2020. However, the decision was later
reversed as a report from the National Plant
Protection Organization of Brazil outlined
adoption of “comprehensive phytosanitary
measures” for the resumption of tobacco
supplies to Russia.
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North Korea has continued to import leaf
tobacco from China even though Pyongyang
has banned smoking nationwide in public
places since November 2020 due to the spread
of the coronavirus pandemic. Total sales
account for about 30% of China’s exports of
the product in June.

Regulations
Massachusetts Attorney General in the
US approveda law in the town of Brookline
that would prohibit the sale of all “tobacco
products” to anybody born after 1 January
2000. The restriction, the first of its kind
in the US, is designed to prevent future
generations from using not only tobacco but
nicotine. It stops any “person, firm, corporation,
establishment, or agency” from selling
e-cigarettes and vaping products to anyone
in that age category as well. Harm reduction
proponents have voiced their deep concerns
about the idea. This measure is part of the
next generation tobacco regulations that
Tobacco Monitor is flagging around the
world.

A federal appeals court has upheld the US
FDA rules requiring pre-market approval for
cigars and pipe tobacco and imposing user
fees on their manufacturers and importers.
The courtrejecteda challenge by three industry
groups, the Cigar Association of America,
Cigar Rights of America and Premium Cigar
Association, to aspects of FDA’s Deeming Rule
subjecting cigars and pipe tobacco to the same
regulations as cigarettes.
After the International Trade Commission’s
ruling thatIQOS infringes two patents and
recommended imposition of a ban on the
importation of theproductand the subsequent
decision that the ultimate order is subject to
review by the US Trade Representative and
federal court, Philip Morris USA has delayed
the expansion ofIQOSandMarlboro HeatSticks
in the market.
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The US FDA has delayed the effective date by
which cigarette manufacturers will be required
to print graphic health warnings on their
products by three months to 13 July 2022.
This is the fourth time the deadline has been
extended. The original deadline was set for
18 June 2021. Following the rules, the graphic
warnings must cover the top 50% of the front
and rear panels of packages as well as at
least 20% of the top of advertisements. The
delays are the result of legal challenges by the
industry.

The World Health Organization (WHO)
reiterated its stance against vaping in a report
on the global tobacco epidemic in 2021. While
the document revealed that more than four
times as many people are covered under WHOrecommended tobacco control measures than
in 2007, it expressed concern that children
who use “electronic nicotine-delivery systems,
such as e-cigarettes, are up to three times more
likely to use tobacco products in the future.”
Harm reduction advocates denounced the
report as “nonsensical and dangerous”.

Plain packaging regulations have entered into
force in Denmark starting 1 July 2021. Full
enforcement is scheduled for 1 April 2022,
while the measure will extend to vapour
products in 1 October 2021, and apply fully to
the novel category from 1 October 2022.
So far, more than 15 markets have adopted
plain packaging rules for various tobacco
containing products with many others
formally considering implementation in the
near future.
The Supreme Court in Mexico has ruled that
heated tobacco products will be exempted
from a February 2020 presidential decree
that bans importation of electronic nicotinedelivery systems. Vapor products that use
e-liquids continue to be banned by the
Mexican authorities.
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The new economic sanctions imposed by the
EU on Belarus are focused on several of the
country’s key economic sectors, including
tobacco-processing. Belarus is often in
the spotlight as a source market for illegal
cigarettes, which are then smuggled into the
EU as price differentials remain substantial.
The Parliament in Rwanda ordered the Ministry
of Health to formulate a strategic plan on
how it intends to raise awareness about the
negative effects of tobacco and its prohibition
among minors. Local Members of Parliament
have voiced concerns about young people
below 18 consuming cigarettes. Introducing
public smoking areas is also being discussed as
a potential measure.

Industry
Updates
Philip Morris International (PMI) made two
substantial investments in pursuing its
“beyond nicotine” strategic transformation.
First, the company entered into an agreement
to acquire Fertin Pharma, a leading
developer and manufacturer of innovative
pharmaceutical and well-being products
based on oral and intra-oral delivery systems,
for DKK 5.1 billion (approx. USD 820 million).
Then, PMI acquired Vectura for GBP 852
million(approx.USD 1.2 billion). Vectura is a
provider of innovative inhaled drug delivery
solutions that enable partners to bring their
medicines to patients. Tobacco industry critics
have voiced their concerns about the current
direction of the company. As previously
highlighted in Tobacco Monitor, PMI aims to
generate USD 1 billion of net revenues from
“beyond nicotine” products by 2025.

Meanwhile, US demand for cigarettes declined
11% year-on- year, resuming the historical
rate of decline, following a temporary increase
during 2020. Throughout the initial stages
of the Covid-19 pandemic, local smokers
increased their cigarette purchases in
response to imposed lockdowns. This year
has seen a return to more typical shopping
conditions. However, volume declines were
largely offset by several price increases. For
example, average prices of cigarettes have
reached record levels and are now over USD
7.0 per pack. Sales of electronic cigarettes
also registered decline, around 5% on a
yearly basis, largely as a result of tightening
regulations. Juul by Juul Labs and Vuse by
British American Tobacco (BAT) are leading in
the segment.
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Japan Tobacco (JTI) is about to launch Ploom X,
its next generation heated tobacco device, in
August 2021. The device will initially be made
available in Japan. The development of the
product was a focus for both the domestic arm
of the company and the international division.
Along with the device, new heated tobacco
sticks are also being rolled out. The regular
tobacco stick flavor is blended with lamina, the
most aromatic part of the tobacco leaf. There
is now a range of 12 different heated tobacco
sticks.

Swedish Match reported its Q2 2021 results:
•

Sales are up 9% to SEK 4.5 billion (USD
518 million).

•

Operating profit is SEK 1.98 billion, up
15%.

This performance was driven by continued
momentum for ZYN nicotine pouches in the
US. Sales and operating profit also grew in
Scandinavia. Growth was registered for cigars
as well due to a relatively soft prior year period
as a result of improved pricing and increased
natural leaf shipments.

PMI reported its Q2 2021 results:

BAT reported its H1 2021 results:

•

Net revenues are up 14.2% to USD 7.59
billion.

•

Revenues are up 8.1% on constant
currency basis to GBP 12.2 billion.

•

Adjusted quarterly operating income was
USD 3.45 billion, up from USD 2.8 billion
a year ago.

•

Adjusted profit from operations is up 5.4%
to GBP 5.2 billion.

The company shipped 180.5 billion
cigarettes and heated tobacco units during
the quarter, 6.1% more on a year-onyear basis. Sales of heated tobacco units
increased 30.2% from the 2020 quarter to
24.4 billion units. Combustible cigarette
sales increased by 3.2% to 156.1 billion
sticks over the same period. Notably,
IQOS surpassed 20.1 million users of
which approx. 14.7 million have switched
completely and stopped smoking. PMI
has also urged the UK government to ban
cigarettes within the next 10 years in a move
towards less harmful products. This comes
on top of a similar proposal made in Japan
earlier this year.
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In addition, New Category constant currency
revenue is up by 50%. BAT added 2.6 million
consumers to its non-combustible product
consumer base, to reach 16.1 million, a
company record.
JTI reported its H1 2021 results:
•

Revenues are up 11.1% to JPY 1144.5
billion.

•

Adjusted operating profit at constant
currency increased 26.9% to JPY 365.1
billion.

This was a result of share gains in
combustibles in multiple markets and
continued tailwinds of strong industry volume
trends due to travel restrictions in some
mature markets.

Sustainability
The Indian tobacco giant – ITC –is diversifying
itstobaccobusiness to manufacture and export
nicotine and nicotine-derivative products
to capture the growing demand for oral and
vaping products in the US and EU markets.
The company’s annual report indicates that
it has set up a wholly-owned subsidiary,
IndiVision, and has obtained necessary
regulatory approvals for a facility near Mysuru,
Karnataka.

BAT is investing BDT 322 crore (approx. USD
38 million) in its Savar, Bangladesh, factory to
help meet growing demand from abroad. This
is the company’s second local investment in
the last six months. Commercial operations at
the plant are expected to start in October. BAT
Bangladesh in recent months sent products
to China, the Maldives and other countries
despite the challenges of the pandemic.
The company has also noted cannabis will
play a role in its future as it moves to reduce
the health impact of its products. “I think [CBD
vaping] is part of the future, but the present
challenge is reduced harm in tobacco and
nicotine alternatives, encouraging people to
switch“ – according to BAT’s chief marketing
officer.
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KT&G continued its concentrated effort in
the sustainability domain. The company has
been awarded a presidential commendation
at the government award ceremony for the
2021 Social and Economic Merits organized
by the Ministry of Strategy and Finance in
South Korea. KT&G won the presidential
commendation in the social value realization
category in recognition of its young startup
support projects and assistance for the socially
disadvantaged. The company also received the
ISO 45001 certification from the International
Organization for Standardization (ISO).
According to a KT&G official, the ISO 45001
certificate proves that the company provides a
workplace with a clear goal and a system that
prioritizes safety.

The German federal government has
commissioned the growth of medicinal
cannabis for sale in drug stores across the
country. The cannabis will be sold directly to
the drug stores for a price of EUR 4.30 per gram
without surplus payments. Germany aims to
grow 10,400 kg of medicinal cannabis over the
next four years. Up until now, drug stores have
been importing medicinal cannabis, which will
still be allowed under the new regime.

The Leaf Tobacco Deliberative Council
decided to reduce the total tobacco
cultivation area based on a survey of each
Japanese leaf tobacco growers’ willingness
to cultivate for the 2022 leaf tobacco sales
contract. The decision was based on the
council’s approval of a proposal submitted
by Japan Tobacco. In the country’s domestic
tobacco business, the total demand has
continued to decline in recent years due
to structural factors, such as the aging
of society and tighter smoking-related
regulations. In addition, there have been
rapid changes in the market, such as the
expansion and intensifying competition
in heated tobacco and the value segment
cigarette categories.
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Turning Point Brands (TPB), a smoking,
smokeless and next generation products
tobacco company in the US, completed an
USD 8 million strategic investment in Old
Pal Holding Co. Founded in 2018, Old Pal
is a leading cannabis brand that operates
a non-plant touching licensing model and
sells its products to consumers across the
US. TPB’s investment will enable Old Pal
to expand product offerings in existing
states, which include California, Nevada,
Michigan, Oklahoma, Ohio, Washington
and Massachusetts, and will help create the
infrastructure necessary to support continued
territory and product expansion.

Sources
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Thank you!
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