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Nielsen: Tobacco All Channel Data Thru
8/10 - Cig Vol Declines Hold Steady Tobacco
Marlboro Retail $ Share Remains Stable

e Cig Industry Vol Declines -7.2% - Nielsen data shows cig industry
volume down -7.2% in the 4-wk period ending 8/10, in-line with -7.2%
in the 12-wk period. E-cig/vapor vol growth was strong, up +52.2% (vs
+49.9% for 12-wks) and continues to be led by robust, albeit slightly
moderating, unit vol growth of JUUL (+71.4% vs +81.4% for 12-wks).
Overall, industry cig $ sales declined -2.6% (vs -3.2% for 12-wks), led
by strong pricing of +4.9% (vs +4.3% for 12-wks). For 2019, we
conservatively continue to expect cig ind vol to decline -6.0%, which is
at the low end of MO’s guidance of -5% to -6%.

MO/Marlboro Prices Exceed the Broader Cat. While Share Holds
Rel. Steady - MO cig $ sales declined -3.0% (vs -3.3% for 12-wks)
with vol declines of -8.2% in the 4-wk period (vs -8.1%/-6.7% for 12-
wks/52-wks) on cont. switching to e-cigs/JUUL & strong pricing of
+5.7% (vs +5.2% for 12-wks). Importantly, Marlboro’s retail $ share
remained relatively stable at 47.3% (down -10bps sequentially, but up
30bps y/y), despite HSD vol declines of -7.3% (vs same for 12-wks),
slightly worse than the broader category.

BAT Cig $ Sales Declined -2.4% As Pricing Takes Hold &
Newport Pressure Continue to Ease - BAT/RIRT's vol was down
-7.1% offset by strong pricing, up +5.0% (vs +4.2% for 12-wks).
Newport vol remain subdued, down -3.0% (vs -3.1% for 12-wks),
reflecting sequential stability in retail share at 13.2% (+30bps vy/y).
Natural American Spirit (NAS) vol decelerated, down -2.7% (vs -2.3%
12-wks) as did Pall Mall vol to -11.1% (vs -10.8% for 12-wks). Camel
vols improved slightly, down -7.4% (vs -8.0% for 12-wks), reflecting
+10bp sequential improvement in Camel retail $ share to 8.8%.

ITG Trends Still Weak - ITG's cig $ sales declined -7.2% (vs -7.5%
12-wks) led by vol of -11.5% (vs same for 12-wks), partially offset by
pricing of +4.9% (vs +4.6% 12-wks). Winston vol declined -17.1% (vs
-17.2% for 12-wks) as it cedes $ share (-19bps y/y to 2.0% for 4-wks).

BAT’s Grizzly Beats MO’s Copenhagen in Smokeless Tobacco - $
sales of BAT's Grizzly of +2.7% (vs +3.2% for 12-wks) outperformed
MQ’s Copenhagen of +0.6% (vs +1.9% for 12-wks) as Grizzly’s strong
pricing (+17.0% vs Copen’s +6.2%) more than offset Grizzly vol
declines of -12.2%/-10.8% for 4-/12-wks vs Copen (-5.3%/-5.8%).

E-Cigs $ Sales Increased +50.8% Led By JUUL - Strong cat. vol of
+52.2%% (vs. +49.9% for 12-wks) was led by JUUL (+71.4% vs
+81.4% 12-wks) whose $ share declined sequentially (by 184bps to
71.4%) as did all major e-cig brands except of NJOY (+278bps to
11.6%), reflecting what we see as increased competition from non-
combustible alternatives, such as oral nicotine products.

o Cigar $ Sales Decline -5.0% Led By Swisher - All channel cigar $
sales declined -5.0% (vs -5.0% for 12-wks) led by by No.2 Swisher
(-8.8%/-2.4% vol/pricing) & partially offset by No.1 Middleton
(+3.2%/-2.4% vol/px).

¢ Oral Nicotine Leaders ZYN & on! Vol Strength Continues - Retail Bonnie Herzog
$ Sales of ZYN of +278% (vs +273% for 12-wks) outperformed on! at Senior Analyst|212-214-5051
+56% (vs 75% for 12-wks) on similar vol gains & pricing of +7.7%/ bonnie. her @wellsfargo.com

-1.1% for ZYN/on! (vs +10.1%/-1.3% for 12-wks). Patty Kanada, CFA
Agsociate Analyst|212-214~-5029
patty.kanada®wellsfargo.com
Please see page 19 for rating definitions, important disclosures and
required analyst certifications. All estimates/forecasts are as of 08720719
uniess otherwise stated. 08/720/19 10:29:40 ET

Wells Fargo Securities, LLC does and seeks to do business with companies covered Together we'll go far
in its research reports. As a result, investors should be aware that the firm may . ‘
have a conflict of interest that could affect the objectivity of the reporl and
investors should consider this report as only a single factor in raking their
investrnaent decision.
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Charts Based on Nielsen’s 12-Wk Rolling Period Data Set
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n: Tobacco All Channel Data Thru 8/10 - Cig Vol Dedines Hold Steady
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Exhibit 1. Cigarette All Channel Scanner Data Summary (52-wk Category Retail $
Sales $59.4B)

CIGARETTES - All Channel Scanner Data Summary

Retail $ Sales Dollar Sals Ayly EQ Unit Sales Ayly Avg. EQ Price Ayly Dollar Sare Unit Share
Last 52wks | Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19

($MM) 4Wk  12-Wk  52-Wk| 4-Wk 12-Wk  52-Wk| 4-Wk 12-Wk 52-Wk| 4-Wk 12-Wk 52-Wk| 4-Wk 12-Wk  52-Wk
ALTHIA GROUP INC $32,101 3.0% -33% . 82% B1% \ 0%! 53.9% 4 52.7%
MARLBORO $28,026 20% -24% -22%| -7.3% -7.3% -57%| 57% 52% 3.8%| 47.3% 47.3% 47.2%| 46.2% 46.2% 46.3%
L&M $2,304 77% -83% -89%| -129% -126% -13.3%| 6.0% 50% 51%| 38% 38% 3.9%| 43% 43% 4.4%
VIRGINIA SLIMS $747 -144% -10.8%  -6.8%| -19.4% -153% -10.8%| 6.2%  54%  45%| 11% 12%  1.3%| 09% 1.0% 1.0%
PARLIAMENT $689 82%  -7.6% -8.4%| -124% -11.4% -11.5%| 4.8%  43% 35%| 11% 12% 1.2%| 08% 08% 0.8%
BRITISH AMERICAN TOBACCOPLC| §19,998 24%  33%  37%| 71%  72%  -82%| 50% 42%  48%| 338% 337% 337% 322% 321% 31.9% |
NEWPORT $7,699 16%  07% -1.8%| -3.0% -31% -6.1%| 4.7% 38%  46%| 132% 131% 13.0%| 11.9% 11.9% 11.7%
CAMEL $5,207 39% -50% -41%| -7.4% -80% -7.6%| 3.8% 32% 3.8%| 88% 87% 88%| 84% 84% 83%
PALL MALL $3,876 6.8% -7.3% -6.0%| -11.1% -108% -9.4%| 4.8% 39% 39%| 64% 64% 65%| 75% 75% 7.6%
NATURAL AMERICAN SPIRIT $2,009 13%  12%  24A%| -27% -23% -0.8%| 4.2% 35% 29%| 35% 35% 34%| 27% 27% 2.6%
IMPERIAL TOBACCO GROUP PLC $4,248 12%  -15% -B6%| -115% -115% -108% 49% 46% 47%| 69% 0% 72% 71%  12%  13% |
WINSTON $1,255 24%  -34%  -32%| -174% -17.2% -152%| 7.2% 71%  6.6%| 20% 20% 21%| 21% 24% 2.2%
KOOL $939 33% -30% -27%| -85% -7.8% -7.6%| 57% 53% 53%| 16% 16% 1.6%| 16% 16% 1.6%
MAVERICK $927 A14% -11.3%  -9.6%| -61% -69% -66%| 39% 37% 37%| 16% 16% 16%| 17% 17%  16%
VECTOR GROUP LTD. $1473 19% 1.1%  08% -22% -27% -21%| 41% 39% 30% 20% 20% 20% 26% 26% 25%
PRIVATE LABEL . $687 10.9% 107% 115%| 76% 78% 99%| 30% 26% 14% 12% 12%  12%l 19% 19%  1.8%
ALL OTHER MANUFACTURERS $1,204 80% 82% B9%l B8o% 00% 67% 02% 07% 21% 21% 21% 20%| 36% 36% 35%

Source: Nielsen XAOC Including C-Store and Wells Fargo Securities, LLC

Exhibit 2. All Channel Cigarette Category Volume & Pricing Performance
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Exhibit 3. MO Consumption vs Shipment Backtesting -
(Consumer) Based on Nielsen Scanner Data vs Wholesale (Mfr) Reported
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Exhibit 4. BAT/RJR Consumption vs Shipment Backtesting — Vol Trends at Retail
(Consumer) Based on Nielsen Scanner Data vs Wholesale (Mfr) Reported
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Note: (1) Grizzly’'s vol data for 1Q18 and 2Q18 were retroactively updated by Nielsen to account for the addition of a
new UPC code (line extension) launched during the 4-wk period ended 2/24/18. As a result, Grizzly volume for 1Q18 and
2Q18 are stronger than previously published. (2) Note: Nielsen quarter-to-date data represents the simple average of
each Nielsen data period following the last period of reported company results. Source: Nielsen AOC+C Database and
Wells Fargo Securities, LLC estimates
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Exhibit 5. Cig Industry Charts — All Channel, 4-Wk Periods
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Exhibit 6 — 4t Tier & Deep Discount Volume & $ Share Performance - All Channel, 4-

Wk Periods
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Exhibit 7 - Cig Industry Price Gaps (Marlboro vs Lowest Effective Price) & EIA Gas

Price Outlook
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Exhibit

8 - Cig Pricing & Volume Trends by Company - All Channel, 4-Wk Periods
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Exhibit 9. Smokeless Tobacco All Channel Scanner Data Summary (52-wk Category
Retail $ Sales $6.2B)

ity Research

SMOKELESS TOBACGO - All Channel Scanner Data Summary

Retail $ Sales Dollar Sales Ayly EQ Unit Sales Ayly Avg. EQ Price Ayly Dollar Share Unit Share
Last 52wks | Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19

($MM WI k _ 52-Wk 4-Wk 52-Wk 4-Wk -Wk  52-Wk|  4-Wk  12-Wk  52-Wk
ALTRIA GROUP INC ;i 6.7% -75% -3.4% 54.4% 509% 511%  51.8%
COPENHAGEN $2,250 0.6% 1.9% 2.0% -53% -58% -04% 6.2% 8.1% 25%| 353% 358% 36.2%| 821% 326% 33.3%
SKOAL $997 -5.6% -5.7% -4.2%| -11.8% -123% -10.6% 7.0% 7.5% 7.2%| 15.7% 155% 16.0%| 14.0% 13.9% 13.9%
RED SEAL $190 10.7% 6.0% 71% 0.0% -3.7% 21%| 10.8% 10.1% 51% 3.1% 3.0% 3.1% 4.4% 4.2% 4.2%
BRITISHAMERICAN TOBACCO PLGI - $2176 1.6% 2.2% 1.3%| -11.7% -105% -4.6%| 151% 1414% 64%| 2348% 350% 35.0%| 323% 325% 328%
GRIZZLY $1,686 2.7% 3.2% 2.4%| -122% -108% -3.8%| 17.0% 157% 6.8%| 271% 27.2% 274A%| 273% 27.5% 27.9%
CAMEL $228 -1.4% -1.4% -1.4% -88% -85% -6.1% 8.1% 7.8% 51% 3.6% 3.6% 3.7% 1.1% 1.2% 1.2%
KODIAK $199 -0.5% 1.3% -1.4% -32% -14% -34% 2.7% 2.8% 21% 3.2% 3.2% 3.2% 2.5% 2.5% 2.4%
SWEDISHMATCH AB $447 288% 260% 157% -26% -60% -3.1%| 323% 340% 197% 83% 80% 72% 10.0% 97%  9.5%
LONGHORN $133 -10.1% -8.7% -21%| -208% -199% -7.6%| 13.4% 14.0% 6.3% 2.0% 2.0% 21% 3.9% 3.9% 4.2%
RED MAN $120 -3.7% -4.2% -3.8%| -124% -133% -11.4%| 100% 105% 8.6% 1.8% 1.9% 1.9% 2.7% 2.8% 2.8%
SWISHER INTERNATIONAL INC $51 4.9% 23% -08% -55% -7.0% -7.2%l 10.9% 10.0% 6.9% 09% 08% 08% 2.3% 23% 22%
KAYAK $15 32.0% 24.9% 3.5%| 252% 18.9% 1.3% 5.4% 4.9% 2.0% 0.3% 0.3% 0.2% 0.9% 0.9% 0.7%
STARR $10 -2.4% -3.1% 0.9% -69% -75% -3.5% 4.9% 4.8% 4.6% 0.2% 0.2% 0.2% 0.8% 0.8% 0.8%
NATIONAL ATLANTIC TRADINGCO| %60 30.5% 282% 17.8%| 220% 197% 11.0% 69%  7.1% 6.0% 1.1% 1.1% 1.0% 2.8% 2.7% 2.4%
STOKERS $45 43.9% 41.6% 30.7%| 333% 309% 22.0% 7.9% 8.2% 6.9% 0.9% 0.8% 0.7% 2.2% 2.2% 1.9%
BEECH-NUT $8 -4.6% -5.7% -10.8%| -15.6% -14.6% -18.6%| 13.0% 10.4% 9.5% 0.1% 0.1% 0.1% 0.2% 0.2% 0.2%
ALL OTHER MANUFACTURERS $27 384% 455% 46.2%| 154.0% 166.0% 133.8%| -455% -452% -35.0%) 0.5% 05% 0.4% 18% 1.7% 1.3%

Source: Nielsen XAQC Including C-Store and Wells Fargo Securities,

LLC

Exh|b|t 10 AII Channel Smokeless Tobacco Prlcmg & VoI Trends by Cat. & Company
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E-cig category dollar sales were $412.2MM this period implying about ~$4.5B annual retail sales in
Nielsen-tracked channels (vs $3.3B in 2018). Considering Nielsen underestimates and doesn’t
capture all of the channels where e-cigs/vapor products are sold such as online, vape shops, etc, we
estimate the total category will reach approximately $9.0B by the end of 2019 (vs ~$7.0B in 2018). See
below chart for a breakdown of our estimates by category and channel. Further, we expect this reduced
risk product category growth will continue to accelerate as technology evolves and new products come to
market such as heat-not-burn (i.e., iQOS). Bottom line, we expect more and more consumers to convert

to next generation reduced risk platforms.

Year End 2019E
Total E-Cig/Vapor Market
Size - 59.0B

Vapors/Tanks/Mods & Personal
Vaporizers

« E-Cigarettes 56.458

-— $2.6B
C-Store, Food, Online and - m»r—-«m i
Drug and Mass Other Retail P
Channels i —

Retail Channels “
‘ and Other Food, Drug

mesit || VapeShops |l  andMass

<4 4B $2.0B

$1.7B il Retail

Channels

Channels

$550M

Source: Nielsen C-Store Database, Wells Fargo Securities, LLC estimates
*Other Non-Tracked channels include tobacco-only outlets and other e-cig retail locations.

Exhibit 12. Vapor Market Breakdown by Sub-Segment - Per Nielsen E-Cig Cat. Data

Latest 4-Wk Sales Mix Latest 52-Wk Sales Mix
Total retail sales $412.2MM Total retail sales $4,328.2MM

Disposables
4%

Source: Nielsen XAQC Including C-Store and Wells Fargo Securities, LLC

10 1 Wells Fargo Securities, LLC
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Exhibit 13. E-Cig All Channel Data Summary (52-wk Cat. Retail $ Sales $4.5B)

E-CIGARETTES - All Channel Sicanner Data Summary : ; _
Retail $ Sales Dollar Sales A yly Unit Sales A yly Avg. Unit Price Ayly Dollar Share Unit Share

Last 52 wks [ Period Ended 08/10/19 | Period Ended 08/10/19 Period Ended 08/10/19 | Period Ended 08/10/19 | Period Ended 08/10/19
4-Wk  12-Wk  52-Wk| 4-Wk  12-Wk 52 12-Wk k  12-Wk __ 52- -Wk

$3,2805 50.2% 60.6% 1627%| 71.4% 814% 191.0%| -123% -11.5% 5  729% 4 60.4%

$3,279.3 50.2% 605% 162.7%| 71.3% 81.3% 190.8%| -12.3% -11.5% 72.9% 60.4%
BRITISH AMERICANTOBACCO PLC|  $520.0 67.8% 65.2% 30.4%| 184% 156%  52% 41.7% 429% b 1.7% 13.1%
VUSE $520.0 67.8% 652% 30.4%| 184% 156%  52%| 41.7% 42.9% 11.7% 13.1%
ALTRIA GROUP INC 81215 | -999% .007% -438% -999% -997% -435% 41%  13% 00% 0.0%
MARKTEN XL $75.9 -99.9% -997% -54.8%| -99.9% -99.7% -54.4%| 27% 67% 16%| 00% 00% 17%| 00% 00% 33%
MARKTEN XL BOLD $21.0 -99.9% -995% -30.1%| -99.9% -996% -31.0%| -50% 152% 56%| 00% 00% 05%| 00% 00% 09%
MARKTEN $121.1 -99.9% -997% -43.6%| -99.9% -99.7% -43.4%| -39% 7.9% 32%| 00% 00% 27%| 00% 00% 51%
GREEN SMOKE $0.4 -100.0% -925% -69.5%|-100.0% -91.9% -73.6%|-100.0% -28.7%  82%| 00% 00% 00%| 00% 00% 00%
IMPERIAL TOBACCO $207.3 223% -190% 128%| 310% -205%  96% 126% 148% 14%| 20%  32%  apwl 41% 45%  ee%
BLU $114.9 -27.6% -276% -289%| -245% -23.9% -251%| -42% -48% -50%| 19% 20% 26% 27% 29% 38%
MY BLU $92.4 na wa n/a n/a na na na na na| 1.0% 12% 21%| 14% 16% 2.8%
LOGIC (owned by Japan Tobacco)l  $109.4 1.6% 19%  19%| -105% -95%  50%| 136% 126% -40%| 20% 21%  25%| 32% 33% 41%
LOGIC $109.4 1.6% 19%  19%| -105% -95%  50%| 136% 126% -40%| 20% 21% 25%| 32% 33% 41%
NJOY, INC. 817611 [1141,2% 8686% 333.3%| 013.5% 723.1% 288.0%| 225% 169% 5.7%| 11.6%  90%  39%| 203% 166% @ 7.8%
NJOY $176.1 1141.2% 868.6% 333.3%| 9135% 723.1% 288.0%| 225% 16.9%  57%| 116%  90%  39%| 203% 166% 7.8%
BALLANTYNEBRANDS LLC $4.1 80.3% -684% -69.1%| +4B.1% :22% -38.1%| -62.1% -68.4% -472%| 00% 01%  01%| 01% 02%  02%
CBDISTRBUTORS INC $8.0 -A7.8% -395% -384%| -443% -32.7% -386% 63% -97% 04% 01% 01% 02% 02% 02% 03%
ALL OTHERS : $39.8 99.9% 99.4% 38.0%| 45.2% 498% 162%| 238% 233% 157%| 10% 10% 09%| 15% 16%  1.6%

Source: Nielsen XAOC Including C-Store and Wells Fargo Securities, LLC

Exhibit 14. All Channel E-Cigarette Dollar Share Trends

With regard to e-cig Dollar Share performance, we note that Nielsen data does not capture the impact of
couponing on sales performance, as it technically happens after the point of transaction (i.e., first scanned
price). While we are not clear how much this skews our ability to gauge organic brand-level performance,
we believe the discrepancy could be rather significant given the magnitude of couponing we understand
has occurred in the category. As such, we caution against placing too much emphasis on Nielsen’s
reported 4-week data and instead focus on longer-term, directional trends.

We also note that we have learned that Nielsen data since ~Jan had previously excluded multiple NJOY
product SKUs in its scan-reporting data, according to our sources at NJOY. It appears that the problem is
now resolved with a restatement of Nielsen data for those SKUs resulting in a “very substantial increase”
in Nielsen’s reported scan activity from Dec 2018 onward (see NJOY charts in Exhibits 14 & 15).

Wells Fargo Securities, LLC | 11
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Note: Logic was acquired by Japan Tobacco in July 2015. Source: Nielsen Total US xAOC/Convenience Database &
Wells Fargo Securities, LLC
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Exhibit 15. All Channel E-Cigarette Category Pricing, Volume & Sales Trends

E-Cig Category (4-wk %Y/Y performance)

"BAT VUSE (4-wk %Y/Y periormance)
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Note(*): blu was acquired by Imperial Tobacco as part of Lorillard’s acquisition by Reynolds American in June 2015.

Logic was acquired by Japan Tobacco in July 2015. Source: Nielsen Total US xAOC/Convenience Database & Wells Fargo
Securities, LLC
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Exhibit 16. E-Cig Refills - All Channel Data Summary (52-wk Category Retail $ Sales
$3.5B)

EgCIG REFILL - All Channa| Scarmet Data Summary
Avg. EQ Price A yly

Unit Share

Retail $ Sales Dollar Sales Ayly

EQ Unit Sales Ayly Dollar Share
Last 52wks | Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19

($MM) 4-Wk  12-Wk 52-Wk| 4-Wk 12-Wk 52-Wk| 4-Wk 4-Wk  12-Wk  52-Wk| 4-Wk 12-Wk  52-Wk
JUUL LABS INC $2687.8 90.1% 728% 84.8% 52%  -50% 732% 150% 66.4%
JuuL $2,686.7 89.9% 728% 84.7% -52%  -5.0% 73.2%  74.9% 66.4%
BRITISHAMERICAN TOBACCO PLC|  $409.5 50.1% 17.9%  15.9% 33.0% 320% 105%  11.2% 13.8%
VUSE $409.5 49.8% 50.1% 22.0%| 17.9% 159%  3.7%| 33.0% 32.0% 21.4%| 105% 11.2% 11.6%| 126% 138% 151%
ALTRIA GROUP ING $1189 | 09.8% -99.3% -34.4%| -999% -99.8% -43.8%| -94%  53% 33% D0DO% 00% 34% 00% 00% 51%
MARKTEN $118.5 -99.8% -99.4% -34.1% | -99.9% -99.8% -43.6% | -92%  6.0% 33%| 00% 00% 34%| 00% 00% S51%
GREEN SMOKE $0.4 -99.5% -93.7% -70.6%|-100.0% -93.7% -74.6%|-100.0% -27.5% 8.5% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
JAPAN TOBACCO INC. _ $9%66 68%  18%  51%| -102% B7%  B7%| 126% 124% -48% 21%  22% 27%| 35% 37%  4e% |
LoGIC $96.6 68% 1.8%  51%| -102% -87%  8.7%| 126% 124% -48%| 21% 22% 27%| 35% 37% 46%
IMPERIAL TOBACCO GROUP PLC $93.4 -9.6% 133% 438%| -137% D1%  740%| -62% -78% -227% 15%  17%  27%| 20%  22% 33% |
BLU $28.0 -536% -54.7% -49.9%| -55.2% -54.5% -52.2%| 1.5% 1.1%  16%| 04% 04% 0.8%| 04% 04% 07%
MY BLU $65.5 na na na| FALSE FALSE FALSE| 27%  4.1% 60.5%| 1.1% 1.3% 19%| 16% 18% 26%
CBDISTRBUTORSINC $71 | ‘a37% 253% -358%| 382% 306% -383%| -28% -44% 4% 0% 01% 02% 02% 02% 03%|
21ST CENTURY SMOKE $6.5 314% -19.5% -24.1%| -35.4% -259% -23.7%| -4.0% -58% -12%| 01% 01%  02%| 02% 02% 0.3%
VAPIN PLUS $0.6 -53.8% -61.5% -77.3%| -59.8% -58.0% -76.9%| -1.9% -57% 07%| 00% 00% 00%| 00% 00% 0.0%
BALLANTYNEBRANDSLLC 334 -66.3% -58.4% -66.8%| -122% 28.1% -40.7%| -69.6% -703% -402%| 00%  01% 01% 01%  02% *0.2%|
HAUS $2.3 707% -61.2% -63.2%| -33.0%  50% -41.7%| -67.0% -68.1% -371%| 0.0% 00% 01%| 01% 01% 0.1%
MISTIC $0.7 -80.8% -78.5% -80.6%| -42.8% -33.4% -64.7%| -68.3% -67.9% -428%| 0.0% 00% 0.0%| 00% 00%  0.0%
ALL OTHER MANUFACTURERS $101.3  |2032.0% 1429.4% 473.7%|2065.1% 1444.8% 488.1%| 252% 27.7% 23.6%| 126% 97%  29%| 172% 135% 56%

Source: Nielsen XAQOC Including C-Store and Wells Fargo Securities, LLC
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Exhibit 17. E-Cig Disposables - All Channel Data Summary (52-wk Category Retail $
Sales $150.3M)

ECIG DISPOSABLE - All Channel Scanner Data Summary

"EQ Unit Sales A yiy
Period Ended 08/10/19
AWk 12-Wk  52-Wk

Unit Share
Period Ended 08/10/19
4-Wk  12-Wk  52-Wk

Dollar hare
Period Ended 08/10/19
4-Wk 12-Wk  52-Wk

Avg. EQ Price A yly
Period Ended 08/10/19
4-Wk  12-Wk  52-Wk

Retail $ Sales
Last 52 wks
($MM)

Dollar Sales Ayly
Period Ended 08/10/19
4-Wk  12-Wk  52-Wk

IMPERIAL TOBACCO GROUP PLC
BLU ECIGS

-15.2%
-15.2%

-14.8%
-14.4%

-11.9%
-11.9%

-100.0%
-100.0%

-14.4%
-14.4%

0.4%
0.4%

46.0% 46.1% 49.9%
46.0% 46.1%  49.9%

NJOY, INC, 56.9% 54.6% 46.0%|-1000% 45.7% 50.4% 18% 413% 407% 357% |
NJOY 56.9% 54.6% 46.0%(-100.0% 45.7% 1.8% 413% 407% 357%
JAKECIG 14.8% -8.7%  -B9%|-1000%  1.7% -1.4% 106% 110% 125% |
JAK -14.8% -8.7% -8.9%|-100.0% 1.7% -1.4% 106% 11.0% 125%

JAPAN TOBACCO INC,
LOGIC

555.0% 613.9% -73.9%
556.0% 779.0% -73.8%

~100.0%
-100.0%

482.6%
583.3%

-8.8%
-7.4%

06% 06% 05%
06%  06% 0.5%

ALL OTHER MANUFACTURERS =7.8% 8.8% -28.6%}-100.0%  89.0%
Source: Nielsen XAOC Including C-Store and Wells Fargo Securities, LLC

-19.1% 1.5% 1.5% 1.4%

Exhibit 18. E-Cig Kits - All Channel Data Summary (52-wk Category Retail $ Sales
$659.9)

‘ ‘ ECIGS KITS, BATTEH!EE, AND CHARGERS - All Channel Scanner Data Summary ‘ “
Retail § Sales|  Dollar Sales Ayly UnitSales Ayly | Ava. EQ Price Ayly Dollar Share " Unit Share

Last 52 wks | Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19

($MM) 4-Wk  12-Wk  52-Wk 4-Wk  12-Wk  52-Wk 4-Wk  12-Wk  52-Wk 4-Wk 12-Wk  52-Wk| 4-Wk 12-Wk  52-Wk
JUUL LABS INC ‘ 52%  37% 792%| 57.1% 504% 133.0%| -39.6% -30.7% -25.5% 765% 746%| 437% 456% 48.9%
JUUL -5.2% 37% 79.2%| 571% 50.4% 133.0%| -39.6% -30.7% -25.5% 765% 74.6%| 43.7% 456% 48.9%
BRITISH AMERICAN TOBACCO PLC] 144.7% 1519% 52.6%| 21.9% 128% 16.3%| 100.7% 1220% 28.2% 171%  147%| 126% 145% 18.0% |
VUSE 144.7% 151.9% 52.6%| 21.9% 12.8% 16.3%| 100.7% 122.0% 28.2% 171% 14.7%| 126% 145% 18.0%
ALTRIA GROUP INC 2 - -99.8% -993%  -40.1%| -99.8% -995% -423% 136% 27.7% 10.3%? 0.0% 28% 0.0% 0.1%  88% 1
MARKTEN -99.8% -99.4% -40.0%| -99.8% -99.5% -42.3%| 13.7% 28.2% 10.4% 0.0% 2.8% 0.0% 0.1% 8.8%
GREEN SMOKE -100.0% -90.2% -61.2%|-100.0% -68.3% -63.6%|-100.0% -69.8% -7.9% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
IMPERIAL TOBACCO GROUP PLC -80.0% -755%  58.9%| -94.9% -931%  -9.7%| 293.3% 268.5% :i(].t}‘%1 0.5% 0.9% 4.1%| 0.5% 1.0% 6.3%
MY BLU FALSE FALSE FALSE| FALSE -93.4% FALSE| 342.8% 308.4% 133.3% 0.5% 0.8% 4.0% 0.5% 0.9% 6.1%
BLU -89.3% -87.7% -90.8%| -88.7% -87.1% -90.7%| -5.6% -42% -1.0% 0.0% 0.1% 0.1% 0.0% 0.1% 0.2%
JAPANTOBACCO INC, 1.7% -10.6% -58%| -21.6% -267% -8.4%] 254% 219% 2.3%i 20% 1.7% 1.8% 2.2% 2.2% 3.0% |
LOGIC -1.7% -10.6% -5.8%| -21.6% -26.7% -8.4%| 25.4% 21.9% 2.3% 2.0% 1.7% 1.8% 2.2% 2.2% 3.0%
BALLANTYNE BRANDS LLC -91.4% -785% -70.6%| -84.6% -516% -328%| -445% -57.1% -58.0% 00% 01% 0.1% 0.1% 0.2% 0.3%
CB DISTRIBUTORS INC TT1% -62.0% -525% -77.9% -449% -40.9%] 35% -251% -18.8% 0% 01% 0.2%] 01%  02% 0.3%
ALL OTHER MANUFACTURERS 729.2% 550.3% 172.7%|6479.6% 5365.7% 1789.2%| -87.4% -87.9% -50.0% 4.3% 36%  1.6%| 409% 363% 14.5%

Source: Nielsen XAOC Including C-Store and Wells Fargo Securities, LLC

16 | Wells Fargo Securities, LLC
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Exhibit 19. Cigar All Channel Data Summary (52-wk Category Retail $ Sales $3.2B)

CIGARS - All Channel Scannet Dala Summary

Retail $ Sales Dollar Sales Ayly EQ Unit Sales Ayly Avg. EQ Price Ayly Dollar Share Unit Share
Last52wks | Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19
($MM) 4-Wk  12-Wk  52-Wk| 4-Wk 12-Wk 52-Wk| 4-Wk 12-Wk 52-Wk| 4-Wk 12-Wk 52-Wk| 4-Wk 12-Wk  52-Wk

ALTRAGROUPINC = | 81031 05% -01% 23% 12% 05% 29% 7% -06% -06% 337% 334% 320% 200% 199% 187%
MIDDLETON'S $1,011 0.8% 1.0% 26%| 32% 21% 3.3%| -24% -1.1% -0.7%| 333% 33.0% 314%| 19.6% 19.5% 18.1%
NAT SHERVAN $0.2 -10.9% 16.7% -19.1%| -16.1% 11.4% -24.4%| 62%  48% 6.9%| 00% 00% 00%| 00% 00% 0.0%

SWISHER INTERNATIONAL INC $896 -99%  -9.0% -24%| -80% -66% -05%| -20% -26% -1.8% 266% 269% 27.8%| 306% 31.0% 31.9% |
SWISHER $816 A1.0% -10.3%  -42%| -8.8% -78% -2.7%| -24% -27% -1.6%| 24.3% 245% 254%| 27.7% 28.0% 28.5%

SWEDISHMATCH AB $530 91%  7.9%  14%|  78% 7.0% 24%| 14%  10%  08%| 159% 161% 165%| 157% 158% 16.1% |
GARCIA Y VEGA $317 31% -19%  6.2%| 05% 08% 57%| -36% -27% 05%| 99% 99% 99%| 97% 96% 95%
WHITE OWL $184 201% -18.4% -121%| -19.2% -176% -11.5%| -0.9% -1.0% -0.8%| 50% 52% 57%| 53% 55% 6.0%

IMPERIAL TOBACCOGROUPPLC |  $508 11% 45% 51% 57% 61% 02%| 49% 17% 54% 159% 157% 158%| 9.0%  88% s.e%l
BACKWOODS $282 -0.4% -76%  7.7%| -37% -105%  1.4%| 3.4% 32% 6.6%| 90% 87% 88%| 37% 36% 3.6%
DUTCH MASTERS $187 11%  11%  57%| 00% 24%  7.9%| -1.1% -1.3% -1.9%| 57% 57% 58%| 3.8% 38% 39%

CHEYENNE INTERNATIONAL LLC |  $46 -7.0% -9.8% :74%| -48% -70% -53%| 21% -27% 22% 15% 14% 14%| 87% 85% 82%

PT DJARUM , $44 | 20% -33% 1A% -21% 25% 27% 02% -08% 17% 4% 14% 14%l 15%  15%  15%

PRIVATE LABEL % 87% 106% -60%| 1105% 117.5% 52.9%| -484% -490% -225%| 02% 02% 02% 01% 01%  00%

ALL OTHER MANUFACTURERS $158 55% 47% 01%| -106% -9.4% 51%| 42% 37% 40%| 48% 49% 49%| 145% 144% 148%

Note: Nielsen data is somewhat limited in that it does not currently track online sales or specialty cigar shops, which together are estimated to
make up 50% of the total U.S. cigar market. Source: Nielsen XAOC Including C-Store and Wells Fargo Securities, LLC

Exhibit 20. All Channel Cigar Category Pricing, Volume & Sales Trends*

performance) @~ |  Altria Middleton Cig
§i5 Volume  EBW Pricing = Sales Growth SRR Volume VB Pricing === Sales Growth
20% 20% 80% - 80%
15% 15% 60% - 60%
10% 10% 40% 40%
5% = 5% 20% 20%
0% - N it oo 0% il 0%
5% 59 -20% g -20%
i LR is}awbzuual.luu nmciuu AT =% % AR MMM ﬁ J; L I
i Volume  WBRE Pricing e Sales Growth i Volume Bl Pricing e Sales Growth

40% r 40% 30% 30%
25% 25%

30% r 30% 20% - v 20%
15% - 15%

20% o 20% 10% - - 10%
4 5% 5%

10% T TN N ‘m 0% 0% vk N- 0%
T iy h‘% ] g ( » 5% - ’i ' -5%
D | S z
-10% L 0% -15% - -15%
. -20% - -20%
W MMM B A = MMM DM TR R =

H 2014 i 2015 2016 2017 2018 2019 2014 2015 2016 2017 2018 2019

Source: Nielsen XAQOC Including C-Store and Wells Fargo Securities, LLC
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W08 Volume WA Pricing === Sales Growth

300% 300%
250% 250%
200% 200%
150% 150%
100% 100%
50% 50%
0% 0%
-50% -50%
Bl e

Source: Nielsen XAQOC Including C-Store and Wells Fargo Securities, LLC

Exhibit 21. All Channel Modern Oral Nicotine Category — ZYN & on!

Summary Performance
Q Volume and EO Pricing

Retail $ Sales Dollar Sales Avyly EQ Unit Sales Ayly Avg. EQPrice Ayly
Last 52 wks | Period Ended 08/10/19 Period Ended 08/10/19 Period Ended 08/10/19
($MM) 4-Wk 12-Wk 4-Wk 12-Wk 4-Wk 12-Wk
Zyn . 278.3% 273.2% 291.8% 282.1% 7.7% 10.1%
on! . 56.0% 75.3% 57.8% 77.7% -1.1% -1.3%

ling 52-\

ZYN - Oral Nicotine Pouch
Rolling52-Wk Nielsen Data

on!- Oral Nicotine Pouch
Rolling 52-Wk Nielsen Data

e Retail Sales gy % Y/Y (RHS) %Y/Y g Retail Sales g % Y/Y (RHS, 9
$SMM / SMM %Y/Y
$1200 450% 9.0 180%
& 400% $8.0 160%
$100.0
350% $7.0 140%
$80.0 300% $6.0 120%
250% $5.0 100%
$60.0 200% 4.0 80%
$10.0 o 150% $3.0 60%
100% 40%
$200 - ) $2.0 6
B @ % % L0% 5.0 = L 20%
$0.0 - i " 0% 00 - - | . i . Wi
PRI B TN R 2% $393%39%345323°%384938399%
PErrE539925485¢88 . 2525337402885 88588335%

ZYN - Oral Nicotine Pouch

on!- Oral Nicotine Pouch
4-Whk NielsenData

4-Wk Nielsen Data

%Y/Y WS £C Vol @ Pricing -~ Retail Sales %Y/Y W EQ Vol s Pricing  —@— Retail Sales
§00,0% 180.0%
S00.0% - 160.0%
140.0%
o
400.0% D0.0%
300,0% g oS 100.0%
200.0% . 80.0%
’ 60.0%
100.0% 40.0%
0.0% BN s EEES. . : / 20.0%
%
-100.0% . 0.0%
T . 20.0%
PR - B T T A G R I S-St B A B A T S R R R S Tk BT T = T B =
s 5 5 2o 5 & B E B E g 0E & £ 0k E &5 & R RO R A S S SR I B S S B (A |
;5324‘:%:"*3‘” “’“’G'gf'ﬁéi%%_’fi’i iﬁz%ggéggﬁﬁgoggﬁgggigﬁ
2019 | 2019

Source: Nielsen XAOC Including C-Store and Wells Fargo Securities, LLC
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Required Disclosures

Additional Information Available Upon Request

I certify that:

1) All views expressed in this research report accurately reflect my personal views about any and all of the subject securities
or issuers discussed; and

2) No part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed by me in this research report.

Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.
Wells Fargo Securities, LLC's research analysts receive compensation that is based upon and impacted by the overall
profitability and revenue of the firm, which includes, but is not limited to investment banking revenue.

STOCK RATING

1=Outperform: The stock appears attractively valued, and we believe the stock's total return will exceed that of the
market over the next 12 months. BUY

2=Market Perform: The stock appears appropriately valued, and we believe the stock's total return will be in line with the
market over the next 12 months. HOLD

3=Underperform: The stock appears overvalued, and we believe the stock's total return will be below the market over the
next 12 months. SELL

SECTOR RATING

O=O0verweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.
M=Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12
months.

U=Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months.

VOLATILITY RATING

V=A stock is defined as volatile if the stock price has fluctuated by +/-20% or greater in at least 8 of the past 24 months or
if the analyst expects significant volatility. All IPO stocks are automatically rated volatile within the first 24 months of
trading.
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As of: August 20, 2019

48% of companies covered by Wells Fargo Securities, LLC Equity
Research are rated Outperform.

50% of companies covered by Wells Fargo Securities, LLC Equity
Research are rated Market Perform.

2% of companies covered by Wells Fargo Securities, LLC Equity
Research are rated Underperform.

Equity Research

Wells Fargo Securities, LLC has provided investment banking
services for 36% of its Equity Research Outperform-rated
companies.

Wells Fargo Securities, LLC has provided investment banking
services for 29% of its Equity Research Market Perform-rated
companies.

Wells Fargo Securities, LLC has provided investment banking
services for 12% of its Equity Research Underperform-rated

companies.

Important Disclosure for U.S. Clients

This report was prepared by Wells Fargo Securities Global Research Department (“WFS Research”) personnel associated with
Wells Fargo Securities and Structured Asset Investors, LLC ("SAI”), a subsidiary of Wells Fargo & Co. and an investment adviser
registered with the SEC. If research payments are made separately from commission payments, this report is being provided by
SAIL. For all other recipients in the U.S. this report is being provided by Wells Fargo Securities.

Important Disclosure for International Clients

EEA - The securities and related financial instruments described herein may not be eligible for sale in all jurisdictions or to certain
categories of investors. For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL").
WFSIL is a U.K. incorporated investment firm authorized and regulated by the Financial Conduct Authority. For the purposes of
Section 21 of the UK Financial Services and Markets Act 2000 (“the Act”), the content of this report has been approved by WFSIL,
an authorized person under the Act. WFSIL does not deal with retail clients as defined in the Directive 2014/65/EU ("MiFID2"). The
FCA rules made under the Financial Services and Markets Act 2000 for the protection of retail clients will therefore not apply, nor will
the Financial Services Compensation Scheme be available. This report is not intended for, and should not be relied upon by, retail
clients.

Australia - Wells Fargo Securities, LLC is exempt from the requirements to hold an Australian financial services license in respect of
the financial services it provides to wholesale clients in Australia. Wells Fargo Securities, LLC is regulated under U.S. laws which
differ from Australian laws. Any offer or documentation provided to Australian recipients by Wells Fargo Securities, LLC in the course
of providing the financial services will be prepared in accordance with the laws of the United States and not Australian laws.

Canada - This report is distributed in Canada by Wells Fargo Securities Canada, Ltd., a registered investment dealer in Canada and
member of the Investment Industry Regulatory Organization of Canada (IIROC) and Canadian Investor Protection Fund (CIPF).
Wells Fargo Securities, LLC’s research analysts may participate in company events such as site visits but are generally prohibited
from accepting payment or reimbursement by the subject companies for associated expenses unless pre-authorized by members of
Research Management.

Hong Kong - This report is issued and distributed in Hong Kong by Wells Fargo Securities Asia Limited ("WFSAL"), a Hong Kong
incorporated investment firm licensed and regulated by the Securities and Futures Commission to carry on types 1, 4, 6 and 9
regulated activities (as defined in the Securities and Futures Ordinance (Cap. 571 The Laws of Hong Kong), “the SFO”). This report
is not intended for, and should not be relied on by, any person other than professional investors (as defined in the SFO). Any
securities and related financial instruments described herein are not intended for sale, nor will be sold, to any person other than
professional investors (as defined in the SFO). The author or authors of this report is or are not licensed by the Securities and
Futures Commission. Professional investors who receive this report should direct any queries regarding its contents to Kelly Chiang
and Mandy Wan at WFSAL (email: wfsalresearch@wellsfargo.com).

Japan - This report is distributed in Japan by Wells Fargo Securities (Japan) Co., Ltd, registered with the Kanto Local Finance
Bureau to conduct broking and dealing of type 1 and type 2 financial instruments and agency or intermediary service for entry into
investment advisory or discretionary investment contracts. This report is intended for distribution only to professional investors
(Tokutei Toushika) and is not intended for, and should not be relied upon by, ordinary customers (Ippan Toushika).

The ratings stated on the document are not provided by rating agencies registered with the Financial Services Agency of Japan
(JFSA) but by group companies of JFSA-registered rating agencies. These group companies may include Moody’s Investors
Services Inc., Standard & Poor’s Rating Services and/or Fitch Ratings. Any decisions to invest in securities or transactions should be
made after reviewing policies and methodologies used for assigning credit ratings and assumptions, significance and limitations of
the credit ratings stated on the respective rating agencies’ websites.
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About Wells Fargo Securities

Wells Fargo Securities is the trade name for the capital markets and investment banking services of Wells Fargo & Company and its
subsidiaries, including but not limited to Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the U.S. Securities and
Exchange Commission and a member of NYSE, FINRA, NFA and SIPC, Wells Fargo Prime Services, LLC, a member of FINRA, NFA
and SIPC, Wells Fargo Securities Canada, Ltd., a member of IIROC and CIPF, Wells Fargo Bank, N.A. and
Wells Fargo Securities International Limited, authorized and regulated by the Financial Conduct Authority.

This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the securities or instruments
named or described in this report. Interested parties are advised to contact the entity with which they deal, or the entity that
provided this report to them, if they desire further information or they wish to effect transactions in the securities discussed in this
report. The information in this report has been obtained or derived from sources believed by Wells Fargo Securities Global Research
Department ("WFS Research”), to be reliable, but WFS Research does not represent that this information is accurate or complete.
Any opinions or estimates contained in this report represent the judgment of WFS Research, at this time, and are subject to change
without notice. Certain text, images, graphics, screenshots and audio or video clips included in this report are protected by copyright
law and owned by third parties (collectively, “Third Party Content”). Third Party Content is made available to clients by Wells Fargo
under license or otherwise in accordance with applicable law. Any use or publication of Third Party Content included in this report for
purposes other than fair use requires permission from the copyright owner. Any external website links included in this publication
are not maintained, controlled or operated by Wells Fargo Securities. Wells Fargo Securities does not provide the products and
services on these websites and the views expressed on these websites do not necessarily represent those of Wells Fargo Securities.
Please review the applicable privacy and security policies and terms and conditions for the website you are visiting. All
Wells Fargo Securities and SAI research reports published by WFS Research are disseminated and available to all clients
simultaneously through electronic publication to our internal client websites. Additional distribution may be done by sales personnel
via email, fax or regular mail. Clients may also receive our research via third party vendors. Not all research content is redistributed
to our clients or available to third-party aggregators, nor is WFS Research responsible for the redistribution of our research by third
party aggregators. Equity Strategists focus on investment themes across the equity markets and sectors. Any discussion within an
Equity Strategy report of specific securities is not intended to provide a fundamental analysis of any individual company described
therein. The information provided in Equity Strategy reports is subject to change without notice, and investors should not expect
continuing information or additional reports relating to any security described therein. For research or other data available on a
particular security, please contact your sales representative or go to http://www. wellsfargoresearch.com. For the purposes of the
U.K. Financial Conduct Authority's rules, this report constitutes impartial investment research. Each of Wells Fargo Securities, LLC
and Wells Fargo Securities International Limited is a separate legal entity and distinct from affiliated banks. Copyright © 2019
Wells Fargo Securities, LLC

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE
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