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Stock Price Performance

Tobacco Industry Trends

Sales by Company

Main Competitors

Industry Overview

Sustainability: Tobacco companies have invested in sustainable 

agriculture to reduce the environmental impact their products can 

have.

Regulation: Combustible products have seen a huge increase in 

regulations such as increased taxes, warning label requirements, & 

advertised restrictions.

Alternative products: Cigarette smoking is declining due to 

increased health awareness & taxes. Non-combustible have been 

heavily invested in and marketed as healthier
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Revenue by Region

Business Overview Brand Breakdown

Company Overview

Key Information

British American Tobacco engages in 

the manufacturing and distribution of  tobacco products

Founded in 1902 and headquarters in London, United Kingdom and 

R&D centers around the world

Distributes its products primarily to retail outlets, with global 

revenues exceeding $35 billion

Current Share Price $36.33

52 Week Range $36.01 - 45.28

Market Cap. (in $thousands) $81.625B

Enterprise Value $114.265B

Profit Margin 24%

CEO Jack Bowles (2019)

Dividend Yield 9.19%

E-Cig Heating Modern Oral

Cigarette Cigarette Traditional Oral

46%

23%

16%

14%

United States

Europe

Asia-Pacific & Middle
East

Americas & Sub-Saharan
Africa
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Investment Thesis

Recent History
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Stock bubbled out due to 

historically low-interest rates

causing income investors to mass 

buy & FDA scare

Recent decline caused by a 

temporary pause in buybacks (in 

favor of  paying down more debt 

& possible M&A options)

Readjustment from slight overvaluation & Covid-19

Investment Thesis

Risk-Reduced Products are the 
future of  the Tobacco industry 

(Cigarettes only have a few 
decades left)

BAT’s non-combustible 
product revenue is the fastest 

growing relative to competitors

Opportunistic 
Discount

BTI’s stock price has fallen 
recently due to a readjustment 

over its bubble imploded

Trading at a discounted PE 
which has historically led to 

~20% annual returns

BTI has been a market leader 
when it comes to ESG 

responsibility

BTI’s environmental goals will 
appeal to the new consumer 

and provide a sentiment to use 
its products

Due to the discounted stock 
price & ability to capitalize on 

a massive industry changer

BTI presents investors with a 
rare buying opportunity poised 

to help investors beat the 
market and provide a hefty 

dividend

ESG BUYRRP Growth
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Reduced Risk Products Industry Growth 

New Leaders in a Changing Market

New Categories Growth

BTI’s Non-Combustible Product Momentum

Risk Reduced-Product Growth
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CAGR: 31.9%

Tobacco companies 

have ~30 years left 

before Cigarettes 

become extinct

BTI offers 3 main 

categories of  Reduced-

Risk Products: Vapour, 

Tobacco Heating, and 

Modern Oral products

Vape market 

leader post-

FDA Juul 

crackdown

Vapour pods

THP sticks

Modern Oral 

pouches

+56%

+79%

+70%
$1,603 $1,853 

$2,826 
$3,533 

$4,416 

$5,520 

$6,899 

$8,624 
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$2.8b
in New Category revenues 

(41% CAGR since 2020) 

22.5m
Non-Combustible product 

customers (+9m vs 2020) 

$387m 
Invested in R&D
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In-Line with Consumer Sentiment

Established ESG Track Record

Climate Friendly Targets

Alternative Products Usage by Smokers

ESG Leader

• First Tobacco company to release sustainability report (2001)

• Named in the Dow Jones Sustainability Indices for 21 

consecutive years

• 3rd highest ESG-rates FTSE 100 company in 2020 by Refinitiv

• Appointed Mike Nightingale as Chief  Sustainability Officer

• 138 employee nationalities (employee 64% diversity population)

BTI provides data to assist government officials in fighting against 

the black market → resulting in decreasing organized crime & 

underage tobacco use

2025

2025

2025

Net ZERO Emissions

2030

2050

Carbon Neutral

Net ZERO Deforestation

30% of  Water to be Reused

Circularity - 100% of  Packaging to be Reusable

49%
57%

49%

9%10%

25%
17%

2%
0%

20%

40%

60%

80%

100%

Current cig. smoker Former cig.
smoker - quit

within the last year

Former cig.
smoker - quit in the

last 1-4 years

Former cig. smoker
- quit 5 years ago+

Ever used an alternative product Current alternative product user

20%
16%

1%
0%

10%

20%

30%

40%

18 - 34 35-64 65+

75% of  18 to 34-year-olds consider the 

environmental impact of  their purchases

BTI’s 

current ESG 

strength and 

climate-

positive 

targets align 

with current 

target -

consumer 

sentiments

Smokers utilize Alternative Products in their quitting process
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Discount

Hedge Against Macrocycles

Return Potential 

PE vs. Stock Price

Discounted Opportunity

Potential recession & aging population →

investors are seeking income investments 

9.1%

Div. Yield

62%

Payout Ratio
Relatively low→ BAT is investing more in 

their operations vs. competitions

23 Years 

Div. Growth
Consistent reliable growth for income 

investors → ($336,000/yr. per 100,000 shares)

BTI’s dividend could 

soar by 35%, 

delivering a nearly 10%

yield on today's cost

Its growth consensus is 

at 10.4% and the P/E

is at 10x. The last time 

this happened, the 

company delivered 30X

returns over 17 years.

BTI is guiding for 
7% to 9% in long-

term growth

If  BTI returns to its
fair-trading value it 
could double in 3-

years

Investors were 
buying BTI at this 
value during peak

regulations

Investors have 
bought at this 

valuation when it 
grows from 3% to 

9%

15% to 21% 5-year 
CAGR is expected at 

current valuation

Philip Morris (PM) is 

trading at a ~60% 

premium with a PE 

of  16x
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Case Targets

Cases

Football Field Analysis

Valuation

PT: $60

 $25

 $35

 $45

 $55

 $65

 $75

$59

$74

$28

Bear Case

P/E: 9.0

$28 per share

• Unexpected regulation increases

• RRPs customer growth declines and 

Cigarette business slows quicker than 

expected

Base Case

P/E: 13.5

$54 per share

• RRP customer and revenue reach growth 

targets

• BTI trades at historical PE and EPS grows 

at ~9%

Bull Case

P/E: 16.5

$74 per share

• RRP grows at 45% and reaches profitability 

prematurely

• Decrease in inflation created more profit 

opportunities

20 30 40 50 60 70 80

MM

FWD EV/EBIT

FWD EV/EBITDA

FWD P/E

Historical PE

Consensus

52 Wk Range

CP: $36
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BUY: BTI Current Price: $36 Price Target: $55 Upside: 52%

Questions
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Appendix V: ESG Impact Chart

Appendix W: Cannabis 

Appendix X: Current Regulatory Environment
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Appendix A: Model Cover

British American Tobacco

NYSE: BTI

Proposal Date: 03/23/2023

Jack Margolius - SA Pitch - BIF Consumer Staples

Color Fomating

Blue Hardcoded

Black Formula

Green Linked
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Appendix B: Income Statement

British American Tobacco (NYSE: BTI)

Income Statement (in GBPmillions except per share amount)

Year End FY 20 FY 21 FY 22 FY 23E FY 24E FY 25E FY 26E FY 27E FY 28E FY 29E

Sales GBP 25,760.00 GBP 25,713.00 GBP 27,655.00 GBP 27,060.52 GBP 28,017.53 GBP 28,466.62 GBP 29,262.30 GBP 30,254.03 GBP 31,383.20 GBP 32,137.17 

COGS 7,644 7,894 8,296 9,742 8,125 9,109 9,364 9,984 10,513 10,927 

As a % of Sales 29.67% 30.70% 30.00% 36.00% 29.00% 32.00% 32.00% 33.00% 33.50% 34.00%

Gross Profit 18,116 17,819 19,359 17,319 19,892 19,357 19,898 20,270 20,870 21,211 

As a % of Sales 70.33% 69.30% 70.00% 64.00% 71.00% 68.00% 68.00% 67.00% 66.50% 66.00%

SG&A Expenses 6,950 6,957 8,849 9,471 8,405 8,825 8,779 9,076 9,415 9,641 

As a % of Sales 26.98% 27.06% 32.00% 35.00% 30.00% 31.00% 30.00% 30.00% 30.00% 30.00%

Other Operating Expenses (188) (196) (959) (1,082) (841) 854 293 303 314 321 

As a % of Sales -0.73% -0.76% -3.47% -4.00% -3.00% 3.00% 1.00% 1.00% 1.00% 1.00%

EBIT 11,354 11,058 11,469 8,930 12,328 9,679 10,827 10,891 11,141 11,248 

Interest Expense 1,654 1,493 1,648 1,613 1,670 1,696 1,744 1,803 1,870 1,915 

As a % of Sales 6.42% 5.81% 5.96% 5.96% 5.96% 5.96% 5.96% 5.96% 5.96% 5.96%

Other non-Operating Expenses 1,358 691 507 1,353 841 854 585 605 628 643 

As a % of Sales 5.27% 2.69% 1.83% 5.00% 3.00% 3.00% 2.00% 2.00% 2.00% 2.00%

Pretax Income 8,217 8,748 8,882 5,964 9,818 7,128 8,498 8,483 8,643 8,690 

Income Tax 2,108 2,189 2,478 1,425 2,346 1,704 2,031 2,028 2,066 2,077 

As a % of Sales 8.18% 8.51% 8.96% 5.27% 8.37% 5.98% 6.94% 6.70% 6.58% 6.46%

Minority Interest Expense 164 173 180 177 185 186 192 199 206 211 

As a % of Sales 0.64% 0.67% 0.65% 0.65% 0.66% 0.65% 0.66% 0.66% 0.66% 0.66%

Net Income 6,400 6,789 6,666 4,362 7,287 5,238 6,275 6,257 6,372 6,402 

As a % of Sales 24.8% 26.4% 24.1% 16.1% 26.0% 18.4% 21.4% 20.7% 20.3% 19.9%

Per Share data

Basic Weighted Shares Outstanding 2,286 2,287 2,256 2,256 2,256 2,256 2,256 2,256 2,256 2,256 

Dilutes Weighted Shares Outstanding 2,295 2,297 2,287 2,287 2,287 2,287 2,287 2,287 2,287 2,287 

Basic EPS GBP         2.80 GBP         2.97 GBP        2.95 GBP         1.93 GBP         3.23 GBP         2.32 GBP         2.78 GBP         2.77 GBP         2.82 GBP         2.84 

Growth 6.03% -0.46% -34.56% 67.04% -28.11% 19.79% -0.28% 1.83% 0.48%

Diluted EPS GBP         2.79 GBP         2.96 GBP         2.91 GBP         1.91 GBP         3.19 GBP         2.29 GBP         2.74 GBP         2.74 GBP         2.79 GBP         2.80 
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Appendix C: Model Assumptions

Assumptions

Effective Tax Rate 23.9%

Net Interest Expense 1,648 

Interest Coverage Ratio 6.96

EBITDA 12,554 

FWD EBITDA 13247
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Appendix D: Balance Sheet
British American Tobacco (NYSE: BTI)

Balance Sheet (in GBPmillions except per share amount)

Year End FY 20 FY 21 FY 22

Cash & Short Term Investments 3,381 3,265 4,025 

Cash Only 3,139 2,809 3,446 

Total Accounts Receivable 3,800 4,068 4,516 

Accounts Receivables, Net 3,721 3,951 -

Accounts Receivables, Gross 3,762 3,988 -

Bad Debt/Doubtful Accounts (41) (37) -

Other Receivables 79 117 149 

Inventories 5,998 5,279 5,671 

Finished Goods 3,636 3,179 -

Raw Materials 2,362 2,100 -

Other Current Assets 433 195 1,197 

Miscellaneous Current Assets 433 195 -

Total Current Assets 13,612 12,807 15,409 

Net Property, Plant & Equipment 5,060 4,953 4,867 

Property, Plant & Equipment - Gross 9,104 8,971 -

Buildings 1,518 1,421 -

Machinery & Equipment - - -

Construction in Progress 764 706 -

Leases 1,015 1,094 -

Other Property, Plant & Equipment 5,807 5,750 -

Accumulated Depreciation 4,044 4,018 -

Buildings 444 388 -

Machinery & Equipment - - -

Other Property, Plant & Equipment 3,175 3,130 -

Total Investments and Advances 2,185 2,241 2,272 

LT Investment - Affiliate Companies 1,796 1,948 2,020 

Other Long-Term Investments 389 293 -

Long-Term Note Receivable 242 210 241 

Intangible Assets 115,343 115,625 129,075 

Net Goodwill 43,319 43,194 -

Net Other Intangibles 72,024 72,431 -

Other Assets 714 918 1,000 

Deferred Charges 714 918 -

Total Assets 137,690 137,365 153,546 

ST Debt & Current Portion LT Debt 3,542 3,532 4,413 

Short Term Debt 3,405 3,406 4,413 

Current Portion of Long Term Debt 137 126 -

Accounts Payable 3,722 3,923 10,449 

Income Tax Payable 868 879 1049

Other Current Liabilities 7346 6810 1942

Accrued Payroll 23 14-

Miscellaneous Current Liabilities 7323 6796-

Total Current Liabilities 15,478 15,144 17,853 

Long-Term Debt 39,927 35,666 38,726 

Long-Term Debt excl. Capitalized Leases 39,589 35,346 -

Non-Convertible Debt 39,589 35,346 -

Capitalized Lease Obligations - - -

Provision for Risks & Charges 1,911 1,631 1,383 

Deferred Taxes 15,780 15,851 17,746 

Deferred Taxes - Credit 16,314 16,462 18,428 

Deferred Taxes - Debit 534 611 682 

Other Liabilities 1,105 1,061 1,446 

Other Liabilities (excl. Deferred Income) 1,105 1,061 -

Total Liabilities 74,735 69,964 77,836 

Common Equity (Total) 62,673 67,101 75,368 

Common Stock Par/Carry Value614 614 -

Additional Paid-In 

Capital/Capital Surplus 103 107 -

Retained Earnings 73,605 75,748 44,081 

Cumulative Translation 

Adjustment/Unrealized For. 

Exch. Gain (6,830) (6,427) -

Revaluation Reserves 179 179 -

Other Appropriated Reserves (403) (262) -

Unappropriated Reserves 573 2,258 -

Treasury Stock (5,150) (5,122) -

Total Shareholders' Equity 62,673 67,101 75,368 

Accumulated Minority Interest 282 300 342 

Total Equity 62,955 67,401 75,710 

Liabilities & Shareholders' 

Equity 137,690 137,365 153,546 



B
in

gh
am

to
n

 I
n
ve

st
m

en
t 

F
u
n

d

Appendix E: Net Working Capital

NWC Projections FY 20 FY 21 FY 22 FY 23E FY 24E FY 25E FY 26E FY 27E FY 28E FY 29E

Current Assets

Sales 25,760 25,713 27,655 27,061 28,018 28,467 29,262 30,254 31,383 32,137 

Accounts receivable 3,800 4,068 4,516 4,231 4,380 4,450 4,575 4,730 4,906 5,024 

AR Days 53.11 56.95 58.79 56.28 56.28 56.28 56.28 56.28 56.28 56.28 

COGS 7,644 7,894 8,296 9,742 8,125 9,109 9,364 9,984 10,513 10,927 

Inventories 5,998 5,279 5,671 6,939 5,788 6,489 6,670 7,112 7,489 7,783 

Inventory Days 282.48 240.74 246.09 256.44 256.44 256.44 256.44 256.44 256.44 256.44 

SG&A 6950 6957 8849 9,471 8,405 8,825 8,779 9,076 9,415 9,641 

Prepaid expenses and other current assets 433 195 1,197 712 632 664 660 683 708 725 

As a % of SG&A 6.2% 2.8% 13.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5%

Total Current Assets 10,231 9,542 11,384 11,882 10,800 11,603 11,905 12,524 13,103 13,533 

Current Liabilities 

COGS 7,644 7,894 8,296 9,742 8,125 9,109 9,364 9,984 10,513 10,927 

Accounts Payable 3,722 3,923 10,449 7,285 6,076 6,812 7,002 7,466 7,862 8,171 

AP Days 175.29 178.91 453.43 269.21 269.21 269.21 269.21 269.21 269.21 269.21 

SG&A 6,950 6,957 8,849 9,471 8,405 8,825 8,779 9,076 9,415 9,641 

Other accrued liabilities 23 14 0 12 12 12 12 12 12 12

As a % of SG&A 0.3% 0.2% 0.0% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Total Current Liabilities 3,745 3,937 10,449 7,297 6,088 6,824 7,015 7,478 7,874 8,183 

NWC 6486 5605 935 4585.00003 4711.80906 4778.64598 4890.555 5045.988 5229.213 5349.439

Change in NWC -881 -4670 3650 127 67 112 155 183 120
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Appendix F: Cash Flow Statement
British American Tobacco (NYSE: BTI)

Cash Flow Statement (in GBPmillions except per share amount)

Year End FY 20 FY 21 FY 22

Net Income before Extraordinaries GBP    6,400 GBP    6,789 GBP    6,666 

Net Income Growth 0.1049 0.0273 0.0282

Depreciation, Depletion & Amortization 834 949 1,085 

Depreciation and Depletion 375 514 -

Amortization of Intangible Assets 459 435 -

Other Funds (2,808) (2,850) (2,810)

Funds from Operations 7,988 8,333 8,798 

Receivables 300 (393) -

Inventories (144) 433 -

Accounts Payable (320) 183 -

Other Assets/Liabilities 273 -285-

Net Operating Cash Flow 8,097 8,271 8,901 

Investing Activities

All values GBP Millions. 2020 2021 2022

Capital Expenditures (755) (745) (656)

Capital Expenditures (Fixed Assets) (511) (527) -

Capital Expenditures (Other Assets) (244) (218) -

Net Assets from Acquisitions - (231) (40)

Sale of Fixed Assets & Businesses 100 32 31 

Purchase/Sale of Investments -159 -228 -129

Purchase of Investments (343) (369) -

Sale/Maturity of Investments 184 141 -

Other Sources - - 3 

Net Investing Cash Flow (814) (1,172) (791)

Financing Activities

Cash Dividends Paid - Total (4,745) (4,904) (4,915)

Common Dividends (4,745) (4,904) -

Change in Capital Stock -18 1599 -2092

Repurchase of Common & Preferred Stk. (18) (82) -

Sale of Common & Preferred Stock - 1,681 -

Proceeds from Stock Options - 1,681 -

Issuance/Reduction of Debt, Net (807) (3,865) 163 

Other Funds (417) 76 (269)

Other Uses (419) (156) -

Other Sources 2 232 -

Net Financing Cash Flow (6,177) (7,271) (7,299)

Exchange Rate Effect (253) (253) 431 

Free Cash Flow 7,586 7,744 8,378 
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Appendix G: Cash Flow Projections

Cash Flow Projections FY 20 FY 21 FY 22 FY 23E FY 24E FY 25E FY 26E FY 27E FY 28E FY 29E

Sales GBP   25,760 GBP   25,713 GBP   27,655 GBP   27,061 GBP   28,018 GBP   28,467 GBP   29,262 GBP   30,254 GBP   31,383 GBP   32,137 

CapEx (755) (745) (656) (739.69) (765.85) (640.50) (658.40) (680.72) (706.12) (723.09)

as a % of  Sales -2.9% -2.9% -2.4% -2.7% -2.7% -2.3% -2.3% -2.3% -2.3% -2.3%

D&A 834 949 1,085 994.24 919.01 768.60 790.08 816.86 847.35 867.70 

as a % of CapEx -110.5% -127.4% -165.4% -134.4% -120.0% -120.0% -120.0% -120.0% -120.0% -120.0%
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Appendix H: Revenue Build

British American Tobacco (NYSE: BTI)

Revenue Build (in GBPmillions except per share amount)

Year End FY 20 FY 21 FY 22 FY 23E FY 24E FY 25E FY 26E FY 27E FY 28E FY 29E

Total Revenue 25,760 25,713 27,655 27,061 28,018 28,467 29,262 30,254 31,383 32,137 

% Growth -0.2% 7.6% -2.1% 3.5% 1.6% 2.8% 3.4% 3.7% 2.4%

Combustibles 22,752 22,029 21,478 20,941 19,894 18,402 17,022 15,660 14,329 12,610 

% Growth -3.2% -2.5% -2.5% -5.0% -7.5% -7.5% -8.0% -8.5% -12.0%

Non- Combustibles 2,603 3,172 4,124 5,464 7,376 9,220 11,295 13,554 15,925 18,314 

% Growth 21.9% 30.0% 32.5% 35.0% 25.0% 22.5% 20.0% 17.5% 15.0%

Other 421 483 570 655 747 844 946 1,040 1,129 1,213 

% Growth 14.7% 18.0% 15.0% 14.0% 13.0% 12.0% 10.0% 8.5% 7.5%

Revenue projections are based on historical momentum and market trends. Combustible growth will slowly decline as a younger 

generation of tobacco and nicotine users begin to enter the market. The Combustibles market is projected to have 30 years remaining 

before it nears extinction. Therefore, based on BTI's revenue performance - they have 20 years of sufficient operations left, which is 

enough time for Non-combustible numbers to reach mature revenues. Non-combustible revenue growth projections were found based 

on the momentum and consumer sentiment towards different types of products, such as THP, vapes, and modern & traditional oral. 

Additionally, these revenue estimates are slightly bearish as management is guiding for 3-5% medium-term revenue growth
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Appendix I: Beta

Covariance 0.00011232

Variance 0.00018605

Beta 0.603707784
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Appendix J: WACC

British American Tobacco (NYSE: BTI)

WACC

Risk Free Rate 3.462%

Beta 0.603707784

Expected Market Return 9%

Equity Risk Premium 5.04%

Weight of Equity 65.3%

Cost of Equity 6.5%

Credit Spread 2.00%

Implied Tax Rate 24%

Weight of Debt 34.7%

Cost of Debt 4.2%

WACC 5.69%

MV Equity GBP 81,644.64 

Share Price GBP       36.19 

Shares Outstanding 2256

MV Debt GBP      43,332 



B
in

gh
am

to
n

 I
n
ve

st
m

en
t 

F
u
n

d

Appendix K: Comparable Companies Analysis
British American Tobacco (NYSE: BTI)

Comparable Companies 

Figures in Millions

Company Ticker Price Shares Outstanding Market Cap Cash Debt Minority Interest EV EPS EV/Revenue EV/EBIT EV/EBITDA P/E FWD EV/Revenue FWD EV/EBIT FWD EV/EBITDA FWD P/E USD Stock Price

British American Tobacco BTI 29.98 2256 67,634.88 4025 38726 180 110,565.88 2.95 4.00 9.64 8.81 10.15 3.95 8.97 8.35 9.28 $  36.19 

Altria Group Inc. MO 37.79 1790 67,644.10 3331 20767 0 91,742.10 2.59 5.46 9.42 9.31 14.59 5.24 8.86 8.76 8.73

Philip Morris International Inc. PM 78.28 1550 121,334.00 2650 29187 479 153,650.00 4.73 5.96 11.90 13.19 16.55 4.98 12.18 11.40 14.08

Reynolds Consumer Products Inc. REYN 22.06 209 4,610.54 31 1751 0 6,392.54 1 2.06 18.53 14.53 22.06 1.97 14.21 11.52 16.71

Imperial Tobacco Group PLC IMBBY 19.36 946 18,314.56 1850 9186 95 29,445.56 1.66 1.74 8.89 7.41 11.66 3.07 7.20 6.72 6.61

Japan Tobacco Inc. JAPAY 8.41 1774 14,919.34 5469 5180 9 25,577.34 1.54 1.56 6.00 4.65 5.46 1.57 6.24 5.09 5.50

Minimum 1.56 6.00 4.65 5.46 1.57 6.24 5.09 5.50

Quartile 1 1.70 8.16 6.72 8.97 1.87 6.96 6.31 6.33

Median 3.03 9.53 9.06 13.13 3.51 8.92 8.55 9.00

Quartile 3 4.98 16.87 14.19 20.68 4.50 13.70 11.49 16.05

Maximum 5.96 18.53 14.53 22.06 5.24 14.21 11.52 16.71

Average 3.46 10.73 9.65 13.41 3.46 9.61 8.64 10.15

Comps Output EV Debt Cash Minority Equity Shares Per Share GBP Per Share $USD

FWD EBIT 12328

Min 6.2429 76961.23 38726 4025 180 42080.23 2256 18.65 22.94

Q1 6.959 85788.18 38726 4025 180 50907.18 2256 22.57 27.76

Med 8.9151 109903.4 38726 4025 180 75022.36 2256 33.25 40.90

Q3 13.698 168871.1 38726 4025 180 133990.1 2256 59.39 73.05

Max 14.206 175123.1 38726 4025 180 140242.1 2256 62.16 76.46

FWD EBITDA 13247

Min 5.087 67385.86 38726 4025 180 32504.86 2256 14.41 17.72

Q1 6.3138 83637.11 38726 4025 180 48756.11 2256 21.61 26.58

Med 8.5549 113324.9 38726 4025 180 78443.91 2256 34.77 42.77

Q3 11.489 152194.5 38726 4025 180 117313.5 2256 52.00 63.96

Max 11.518 152577 38726 4025 180 117696 2256 52.17 64.17

FWD Revenue 28018

Min 1.5735 44085.76 38726 4025 180 9204.756 2256 4.08 5.02

Q1 1.8722 52454.94 38726 4025 180 17573.94 2256 7.79 9.58

Med 3.5098 98336.48 38726 4025 180 63455.48 2256 28.13 34.60

Q3 4.5039 126187.2 38726 4025 180 91306.23 2256 40.47 49.78

Max 5.2376 146745.1 38726 4025 180 111864.1 2256 49.59 60.99

Comps Output 

FWD P/E EPS Per Share

Min 5.50 3.19 17.51 21.5409329

Q1 6.33 3.19 20.17 24.8056675

Med 9.00 3.19 28.69 35.2886783

Q3 16.05 3.19 51.15 62.9129169

Max 16.71 3.19 53.25 65.4924925

Comps Share Price 

GBP                                                52.63 $64.60 Q3, MAX $                    57.51 

$50.41 Med, Q3

Historically Fair Value P/E

13 3.19 41.41886396 50.9452027

14 3.19 44.60493042 54.8640644

Historical PE

GBP                                                43.01 $52.90 
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Appendix L: Discounted Cash Flow Analysis
British American Tobacco (NYSE: BTI)

Discounted Cash Flow

Figures in Millions GBP FY 20 FY 21 FY 22 FY 23E FY 24E FY 25E FY 26E FY 27E

Revenue 25,760 25,713 27,655 27,061 28,018 28,467 29,262 30,254 

% Growth -0.18% 7.55% -2.15% 3.54% 1.60% 2.80% 3.39%

EBITDA 12,188 12,007 12,554 9,924 13,247 10,447 11,617 11,708 

EBITDA Margin 47.3% 46.7% 45.4% 36.7% 47.3% 36.7% 39.7% 38.7%

NOPAT 9,275 9,137 9,554 7,552 10,081 7,950 8,841 8,910 

Tax Rate (as stated in 10-K) 24% 24% 24% 24% 24% 24% 24% 24%

Plus: D&A 834 949 1085 994 919 769 790 817

Less: CapEx (755) (745) (656) (740) (766) (640) (658) (681)

Less: Change in NWC 0 -881 -4670 3650 127 67 112 155

FCFF 9,354 10,222 14,653 4,157 10,107 8,012 8,860 8,891 

Discount Factor 1 2 3 4 5

Terminal Value (growth) 245,776 

Terminal Value (multiple) 100,164 

Cash Flows (growth) 4,157 10,107 8,012 8,860 254,667 

Cash Flows (multiple) 4,157 10,107 8,012 8,860 109,055 

PV of CF (growth) 3,933 9,048 6,786 7,101 193,111 

PV of CF (multiple) 3,933 9,048 6,786 7,101 82,695 

Gordon Growth

Enterprise Value 219,980

T
er

m
in

a
l 

G
.R

.

WACC

Less: Debt 38,726 $  98.46 4.66% 5.06% 5.66% 6.06% 6.66%

Plus: Cash 4,025 2.50% 178.59 147.60 115.82 100.59 83.24 Min 66.21 79.45607

Less: Minority Interest 180 2.25% 159.66 134.11 107.02 93.70 78.26 Q1 82.78 99.33513

Equity Value 185,099 2.00% 144.29 122.82 99.42 87.66 73.81 Med 100.59 120.7093

1.75% 131.56 113.24 92.79 82.32 69.82 Q3 127.19 152.6268

Diluted Shares Outstanding 2,256 1.50% 120.84 105.00 86.96 77.57 66.21 Max 178.59 214.3046

Price Per Share GBP    82.05 

$          98.46 

Terminal Multiple

Enterprise Value 109,563

Less: Debt 38,726

E
V

/
E

B
IT

D
A

WACC

Plus Cash: 4,025 $  39.72 4.66% 5.06% 5.66% 6.06% 6.66%

Less: Minority Interest 180 10.63 52.60 51.38 49.61 48.46 46.78 Min 28.74 34.48352

Equity Value 74,682 9.63 47.64 46.52 44.88 43.82 42.27 Q1 33.89 40.67212

8.63 42.68 41.65 40.15 39.18 37.76 Med 40.15 48.18276

Diluted Shares Outstanding 2,256 7.63 37.72 36.79 35.42 34.54 33.25 Q3 46.65 55.97978

Price Per Share GBP     33.10 6.63 32.76 31.92 30.69 29.90 28.74 Max 52.60 63.11646

$          39.72 

Terminal Growth Rate 2.00%

Terminal Multiple (EV/EBITDA) 8.55 

WACC 5.69%
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Appendix M: Valuation Weighting Table

Method Share Price Weight

GG 98.46$     10%

MM 39.72$     30%

Historical PE 52.90$     30%

Comps 57.51$     30%

Share Price 54.89$ 

Upside 52%

Weighted Share Price
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Appendix N: Investment Risks & Mitigants

Risk-Reduced Products 

Unprofitability

• Losses were cut by 60% this past year, expect profitability in 2024 (a year 

ahead of  schedule) 

• Cigarette business will be able to support more R&D and growing RRP 

portfolio over the next two decades

Inflationary Concerns
• BAT was able to pass increases in costs to the consumer

• Increases prices by 13% in the US and 17% in Europe

Pausing Share Buybacks

• Investors became nervous after BAT announced they would pause its share 

buyback program

• Management stated that BAT will use extra cash to pay down more debt 

(strengthen its balance sheet)
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Appendix O: Brand Outline

BAT’s Global Brands

Just 7 to 10% of  smokers are successful when 

attempting to quit
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Appendix P: New Category Product Overviews

• Industry-leading E-cigarette brand

• 99% fewer toxins compared to classic cigarettes

• A 2019 Harvard study found e-cigarettes help 

lower cigarettes smoked per day 

• Heating tobacco contains lower levels of  toxins 

compared to combustibles

• The safest option for bystanders

• Nicotine pouches are the least harmful way to 

consume nicotine

• Not inhaled into the lungs
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Appendix Q: 2-Year Stock Performance
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Appendix R: ESG Roadmap
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Appendix S: 8-Step Responsible Business Model
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Appendix T: ESG Recognition
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Appendix U: Green House Gas Improvements
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Appendix V: ESG Impact Chart
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Appendix W: Cannabis

• BTI has been exploring the potential opportunities presented by the cannabis industry

• In 2019, BAT announced that it had invested $176 million in a Canadian cannabis company 

called Organigram Holdings Inc., which produces medical and recreational cannabis 

products

• This investment gave BTI a 19.9% stake in Organigram, with an option to increase its stake 

to 40% in the future

• In 2022, BTI invested $37 million in Sanity Group, which is a German Cannabis company. 

Sanity is also supported by Snoop Dog

• Sanity Group specializes in medical and adult-use marijuana.

• BTI has not announced any specific plans to enter the marijuana business, it is possible that BAT 

may leverage its expertise in tobacco and vaping to enter the cannabis industry in the future.
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Appendix X: Current Regulatory Enviroment

Many countries are 

regulating the 

alternative product 

industry, specifically 

vapes

Trump’s ban on flavored e-cigs. Reversed

Complete ban is extremely unlikely due to 
strong lobbyists (Smoke-Free Alternative Trade 
Association, The American Vaping Association)

In 2019, the State Tobacco Monopoly 
Administration issued a notice banning online 
sales of  e-cigarettes and similar products. 

This suggests that the government may be 
taking a more cautious approach to vaping, but 
a complete ban is uncertain.

The regulatory landscape varies by country

EU has stronger regulations compared to 
America’s
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