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CROP
MONITOR
The latest update covering tobacco leaf trade
in China tracks the yearly period ending in
August 2021.
Leaf exports for the first eight months of 2021,
most of which were flue-cured tobacco, amounted
to 87.9 million kg worth USD 271.6 million. These
figures were down 5.1 million kg (-5.4%) in
volume and USD 33.8 million (-11.1%) in value
when compared with 2020.
Leaf imports for year-to-date 2021, most of
which were flue-cured tobacco imports from
Brazil and Zimbabwe, totaled 83.6 million kg
worth USD 593.7 million, up 11.6 million kg
(+16.1%) in volume but down USD 64.4 million
(-9.8%) in value when compared with 2020.

The National Seed Industry Council in the
Philippines has approved for registration
the Native Batek Chewing tobacco varieties Lampangog and Sinai, which have been widely
used in La Union and Pangasinan for many
years, have high yield quantity, which is around
2.43 to 3.16 tons per hectare, while their
quality stood at 70% to 75% high grades.
In March 2021, amid the declining hectarage
of tobacco farms, the National Tobacco
Administration pledged to assist farmers
to grow their tobacco through a contractgrowing scheme, seedling assistance, and
modernization. The number of registered
farmers who planted tobacco increased by
39% from 29,830 in 2018/2019 tobacco
season to 41,516 in 2019/2020. However,
tobacco area in hectares decreased by 7%
from 29,839 to 27,764 in the same period.
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In the 2021/2022 growing season, hectarage
of tobacco planted in Zimbabwe was up 9%
to 43,389 ha compared to 39,488 ha during
the previous year. According to the Tobacco
Industry and Marketing Board (TIMB), 16,836 ha
were for irrigated tobacco compared to 15,170
ha the year before while 26,253 ha were for
tobacco under dry land compared to 24,318 ha
previously.
In addition, tobacco contractors, who failed
to pay their debts and comply with TIMB
regulations, will not be registered this season.

Cuba will reduce the tobacco planting area by
about 10% in the 2021/2022 season due to
a lack of supplies. According to local sources,
only 22,550 hectares out of the initially
planned 25,000 hectares have been planted
with tobacco this season. Farmers in Pinar
del Río, which typically accounts for 65%
of the island’s tobacco production expect to
plant only 13,921 hectares — the smallest
area dedicated to tobacco in the province
over the past decade. Cuba’s tobacco exports
reached USD 507 million in 2020, according
to Habanos, which markets Cuba’s renowned
cigars. The sector employs some 200,000
workers on the island, rising to 250,000 at the
peak of the harvest.

Chinese investors are negotiating with
Dominican Republic producers to purchase
tobacco grown in the country, which could
significantly boost local exports. The
Dominican Republic is the leading exporter of
cigars in the world. Its cigars are being traded
to 142 countries. The Chinese have submitted
a quotation for the first purchase of 365 tons
of tobacco. Local industry representatives
indicated that the investors are interested in
the Olor Dominicano variety, which the large
international cigar companies operating in the
country use to manufacture their best blends.
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Iran produced 2,44 million kg of tobacco
through the first half of the fiscal 2021, 265%
more than same period last year. Also, the
local ministry’s data show 400,200 kg of
hookah tobacco were exported during the
first six months of 2021, up 446% over the
corresponding period of 2020.
Alternatively, cigarette exports nearly
quadrupled for the same period. Iran exported
275 million cigarettes in the first six months of
2021 compared to 71 million the year before.

REGULATIONS
After the recent cabinet decision to assign the
country’s tobacco monopoly legal oversight
over the e-cigarette industry, the State Tobacco
Monopoly Administration in China issued new
draft rules governing e-cigarettes. According
to the draft rules, companies selling such
products must meet national standards in order
to register with the tobacco authority and do
business legally. Companies engaged in the
production of e-cigarettes must also receive
a special license from the tobacco authority,
provided they can prove they have the funds for
production and a facility with equipment that
meets standards. The tobacco authority said
that it will establish a unified national electronic
cigarette transaction management platform that
all licensed e-cigarette wholesalers and retailers
must sell products through. Tax collection “shall
be implemented in accordance with national
taxation laws and regulations”.

The US Food and Drug Administration (FDA) is
on track to issue proposed product standards
in the spring of 2022 that could ban menthol
asa characterizing flavor in cigarettesand ban
allcharacterizing flavors in cigars. After the
FDApublishes the proposed new rules, there
would be a review and public comment period,
meaning the bans wouldn’t take effect for at
least between one to two years. The scientific
reviews related to menthol e-vapour products
will be looked at on a case by case basis.
Meanwhile, a proposal to impose US federal
taxes on vaping has been removed from the
Democrats’ healthcare, education and climate
change bill. The removed provision would have
levied a tax on vaping products designed to
parallel the existing federal cigarette tax rate of
USD 1.01 per pack.
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During Robert Califf’s nomination hearing
for the FDA commissioner role in the US, the
candidate expressed concerns about loopholes
in the law that relate to flavoured synthetic
nicotine products. If elected, Califf is likely to
take a stronger stance regarding the emerging
category. He also considers appointing the
right person to succeed the Center for Products
Director Mitch Zeller, whoplans to retirein April
2022, as a key task.
The mayor of Denver in the US has vetoed a
bill that would have banned the sale of most
flavored tobacco and vaping products in
2023. According to the official, a ban would
not be effective due to surrounding counties
continuing to sell the products, and would
harm small businesses. The mayor offered a
compromise, including boosting enforcement
of existing laws, and suggested that a
statewide ban would be more effective.

The Spanish ministry of health has finalized a
draft of new tobacco regulations that call for
plain packaging, higher prices and restrictions
on the sales and distribution of e-cigarettes,
which will also be taxed starting 2023. The
proposal includes smoking bans in certain
private spaces, such as personal motor
vehicles. The country’s current regulatory
framework dates back from 2006, when novel
products were not available. This is a multistep process that will certainly take time
before nationwide implementation. Spain will
also ban smoking on all beaches. Violators will
risk fines of up to EUR 2,000.
Switzerland has put forward a plan to tax
e-liquids. The proposal calls for taxing e-liquids
at a rate that is lower than that levied on
combustible cigarettes. The government
wants to discourage youth vaping without
discouraging smokers from transitioning to less
unhealthy products.

Indonesia will raise excise tax rate for tobacco
products by an average of 12%, with a
higher increase for machine-rolled cigarettes
than hand rolled cigarettes, which will see a
maximum 4.5% hike. The decision took into
account the government’s target to reduce
smoking among youths, the tax measure’s
impact on jobs in the industry, and the effect
on state revenues.
The National Authority on Tobacco and Alcohol
of Sri Lanka wants to increase the legal age to
purchase alcohol and tobacco from 21 years
to 24 years. The authority will propose this
amendment as part of a wider range of reforms
that are updating existing laws and regulations.
The Senate of Mexico approved amendments
to the Tobacco Control Law that include
a complete ban on tobacco advertising,
promotion and sponsorship. They also prohibit
smoking and vaping, including the use of
heated tobacco products, in any indoor public
spaces.
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New Zealand unveiled a plan to phase out
smoking by gradually raising the smoking
age until it covers the entire population. The
proposed legislation is expected to become
law in 2022. Health activists are hoping it will
inspire other countries to follow suit. Starting
in 2023, anyone under age 15 would be barred
for life from buying cigarettes. This would
mean that in 2050 people under the age of 42
would not be able to buy tobacco products.
In addition, the country has one of the highest
retail pack prices in the world as a result of
steadily increasing excise rates. On average,
a cigarette pack in New Zealand costs the
equivalent of USD 20.

INDUSTRY
UPDATES

British American Tobacco (BAT) released
its 2021 HY2 update: “Benefitting from a
continued strong New Category performance,
which is now a sizeable contributor to group
revenue growth, we are making excellent
progress towards our GBP 5 billion revenue
target by 2025, supported by a clear focus on
THP.”
•

Vuse now global leader in Vapour reaching
34.1% category value share in the Top 5
Vapour markets;

•

Success of glo Hyper drove THP volume share
of consumables in the Top 9 THP markets to
reach 17.7%.

•

Extending volume share leadership in Modern
Oral Top 5 ex US. Share in Top 5 down to 36.1%
due to the increased US weighting.

•

Continued value growth in combustibles, with
strong pricing partially offset by geographic
mix.

RLX Technology, one of the leading e-cigarette
manufacturers in China, announced its Q3
financial results:
•

Net revenueswereRMB 1,676.7 million(USD
260.2 million), a decrease of 34.0%on Q2
2021.

•

US GAAPnetincomewasRMB 976.4 million(USD
151.5 million), compared withRMB 824.3
millionin the second quarter of 2021.

In the official statement, company officials
shared that “In the third quarter, we continued
to develop our business through concerted
efforts deepening our scientific research
abilities, adding to our differentiated product
portfolio,and enhancing our sustainability
initiatives. We also strengthened our core
capabilities by expanding our talent pool,
optimizing our retail network andmaking
digitalization upgrades to our operating
infrastructure”.
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“Looking ahead, with the formal confirmation
of the amendment to the implementation rules
of tobacco monopoly law … bringing innovative
tobacco products including e-cigarettes under
the regulatory framework, together with the
draft administrative measures for electronic
cigarettes and the draft national electronic
cigarette product standards … we believe the
sector will enter a new era of development,
an era marked by enhanced product safety
and quality, augmented social responsibilities,
and improved intellectual property protection.
These developments will pave way for longterm sustainable growth in this sector.”

KT&G’s share of the South Korean market for
electronic nicotine delivery systems rose
to a record 41% by the end of September
2021. The company’s performance is driven
by the consumables Fiit and Miix, which are
compatible with its heat-not-burn brand Lil.
Cumulative sales of Lil devices surpassed 4
million units this year, compared with 3.22
million in 2020. The product continues to
grow internationally having been introduced
in over 20 markets. The global expansion
is supported by the company’s partnership
agreement with Philip Morris International
(PMI).
Meanwhile, KT&G suspended its tobacco
business in the US for an unspecified period.
This is due to intensifying regulations and
growing competition.

The US FDA has authorized the marketing
of 22nd Century Group’s VLN King and VLN
Menthol King cigarettes as modified risk
tobacco products (MRTPs), which help reduce
exposure to, and consumption of, nicotine
for smokers. These are the first combusted
cigarettes to be authorized as MRTPs and the
second tobacco products overall to receive
“exposure modification” orders, which allows
them to be marketed as having a reduced level
of, or presenting a reduced exposure to, a
substance.
Upstart e-cigarette manufacturers are trying
to get their products prescribed on the NHS in
the UK, as they target a potentially lucrative
new market before Big Tobacco engages with
the lengthy licensing process. This comes on
the back of the Medicines and Healthcare
Products Regulatory Agency encouragement
for companies to apply for a medical licence.
The UK is set to become the first country to
prescribe e-cigarettes. According to Euromnitor,
the UK e-cigarette market generates over GBP
2 billion per annum.
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The Office for National Statistics has
published itsannual report into smoking
prevalencein the UK. According to the figures,
14.5% of people aged 16 years and over in
Great Britain said they currently smoked in
2020, a decrease from 15.8% in 2019, though
this decrease was not statistically significant.
In Great Britain, 6.4% of respondents in 2020
said they currently used an e-cigarette, which
equates to nearly 3.3 million adults in the
population.
Based on data gathered between September
2020 and August 2021, a New Zealand study
revealed a larger than usual decrease in
daily smoking rates. In 2020/2021, 10.9%
of those who took part in the survey were
current smokers compared to the 13.7% in
2019/2020. However, prevalence among
Maori and Pacific citizens remains high at
22.3%. This is a major obstacle in achieving
the country’s 2025 smokefree goal.

SUSTAINABILITY
PMI has published its”Agricultural Labor
Practices: 10-Year Anniversary Report”. It
recognizes the company’s agricultural labor
practices (ALP) program, which launched in
2011 with the aim to eliminate child labor and
to achieve safe and fair working conditions on
farms where PMI sources tobacco. The report
looks at the company’s approach to human rights
and outlines its new goals. To drive change the
company has identified several important targets:
•

Zero child labor in our tobacco supply chain by
2025.

•

100% of tobacco farmers paying workers at
least the minimum legal wage by 2022.

•

100% of tobacco farmers make a living income
by 2025.

•

100% of contracted farmers supplying tobacco
to PMI have basic water access by 2025 and
access to basic sanitation and hygiene by 2030.

Pyxus International, a global agricultural
company, announced the framework of its
environmental, social and governance (ESG)
strategy. With a focus on advancing progress
on key global issues such as climate change,
farmer prosperity and human rights, the
company is working acrossits operations and
supply chain to enhance the sustainability
of the business and deliver value to its
stakeholders. Regarding farmer livelihoods,
Pyxus shared that “Insufficient living income
can result in child labor and other social and
environmental issues. We are focused on
helping farmers achieve a decent standard
of living through appropriate training in GAP
and the opportunity for crop diversification.
Our goal is to maximize 100% of contracted
farmers' income potential by 2030 to
support the socioeconomic well-being of the
agricultural communities where we operate.”
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Universal Corp has released its 2021
Sustainability Report. Among the company’s
key targets are:
•

By calendar year 2025 – no child labor on
contracted farms.

•

By calendar year 2022 – access to PPE for
farmers & farm workers on contracted farms
where Universal supplies crop inputs.

•

By calendar year 2022 – minimum wage paid to
farm workers on contracted farms.

•

By calendar year 2022 – appropriate
accommodations for farm workers on
contracted farms.

Respira Technologies plans to submit an
investigational new drug application (IND)
to the US FDA in 2022 for the world’s first
inhalable nicotine-replacement therapy. In
the planned 2022 IND submission to FDA,
Respira will seek approval to begin human
clinical studies demonstrating the efficacy of
drug delivery and of its proposed cessation
therapy with the goal of dramatically improving
long-term quit rates and helping millions more
smokers break their addiction to nicotine.

Aurora Cannabis, the Canadian cannabinoids
company, together with 22nd Century Group,
that specializes in low nicotine cigarettes,
announced a three-way non-exclusive
agreement to license biosynthesis intellectual
property to Cronos Group, another cannabis
manufacturer, intended to assist in the
advancement of research and development on
the biosynthesis of cannabinoids.

Scientists in Thailand are using tobacco to
develop a vaccine against the Omicron variant
of the Coronavirus. Testing of the Covid-19
vaccine began in 2020, with the next round of
human trials due in the spring. The company
must still complete two more sets of trials and
needs regulatory approval before its vaccine
can be used by the public. The earliest the
vaccine would be cleared for use is late 2022.

Biosynthesis, a process common in the
pharmaceutical industry, involves using
living micro-organisms to convert simple
substances into complex compounds. Through
biosynthesis, cannabinoids, particularly those
that are rare such as cannabigerol (CBG),
cannabichromene (CBC) and cannabinol (CBN),
are expected to be produced efficiently and
reliably at high levels of purity.

BAT and Medicago, a firm backed by PMI, are
also working on plant-based serums. In early
December, Medicago revealed its vaccine
candidate, enhanced by GlaxoSmithKline’s
booster, was 75.3% effective against the Delta
variant of the virus in a late-stage study.
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Thank you!
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