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Dcmutlc Tal.lor44ade: 

The decline In tha domestb tallot~msde Industry continues. On a twelve month 
baeia to October, the CTMC dome& tailor-mede lnduetry consfsts of 30.7 bllllon 
cigarettes, a decflna of 13.8% from October 1992. Thlr portlon of the Industry 
reprseenta 80.3% of the, total CTMC tobacco industry on a twalve month baala to 
September. Three month figurer show this conuibutlon has fallen to 65.6% of the 
total merkat. It Is estimated that shce March of 1993, domestlc tallor-mado has 
lost approxlmetely 1.4 bllllon olganne6 in volume to tha DFX tallor-made portion of 
the market. 

Performance within this portion of the market is a8 followa: 

DOMESnC TAILOR-MADE MARKET NZTMCI 

As volume movas out of domcstlc tailor-made, I.T.L. contlnuea to enjoy rflght 
share growth within tha category, although at slower mea now that Its product8 
are more widely available at “cheaper” pricer through alternative channeie. R.&R, 
and R.&H, are both oxperlenclng a slowtng in the decline of thclr shares in tha 
short term. The launch of three “smooth” options by R.J.R. under the Export A 
trademark Is now natlonal In acope. Early indlcetion6 show levels of awareness 
among rmokars at about 25% (VS. approxlmstely 35% for Ptayer’s Light Smooth 
at a similar point In Its launch ). Most awareness I.8 obteined In-store (40%) and 
has bean alded by avaIlabIlity of the product8 in 8 flat tin. Currently I.T,L, la 
launching collectible tlns for the Player’s trademark family at a slfght premium in 
price. Early Indloattons are the tine are being fairly well received and are perceived 
to be of a higher quality compared to the Export A tlna by consumers. We wlll 
contlnuo to monltor both activities clo~~ely. 
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CNX Tailor-Mado 

l.1.L.‘~ do&Ion to r6-enter the ‘gunoral trading” potion of thlr market ha8 
resulted In dramatic growth In OFX t&or-made volumes dnca March of 1993, We 
srtlmato thls portion of the market ha8 expanded by rpproxlmately 3 bllllon 
cigarettes, rince 1.T.L. reentered, drawing volume from both the dome& tailor* 
made end fine cut markets. 

Currently performance in the DFX taltor-made portion of the Industry fr aJ follows: 

DFX TAILOR-MADE MARKET KXh+C) 

12 Months 12 Month 
Oct. ‘92 Oct. ‘93 Chenp 

Total Volume 8.0 bin. 12.8 bin, + 60% 

I.T.L. Share 37.0% 39.3% $2.3 

R.B.H. Share 41 .O% 31 .O% -10.0 

R.J,R. Share 22.0% , 29.7% -+7.7 
- - 

In the rhon-term I.T,L.‘s share growth is picking up. Share on a three month bee/J 
to October is 47.3%. Slnco rs-entaring this portion of the market, 1.t.L.‘~ volume 
In DFX tailor-meda has grown 79% on a twelve month biNi& Improved availability 
of Player’s products and increased dlstrlbution of all 1,T.L. products Is drlvlng thlJ 
growth. 

R.B.H. Is being particufarly hard hit In this portion of the industry due to the 
presence of du Mautlsr egbinst ttrdomarks buch BI Rothmen8. On a three month 
bests to October, R.B.H.‘$ share stands at 26.4%. R,B.H,‘s share has dtcllned 
over 20%, on a twelve month baals, sinca I,T,L. re-entered this portion of the 
hdustry. 

8~ comparison R.J.R.‘s JhWe on 8 three month basis Is also 28.4%, R.J.R. Is also 
experlenclng share declines due to the avsilebility of I.T.L. products, but It has 
been able to hold share better than R.B.H. due to thr strength of the Export 
trademark and i-tr highly competltlve prking. However, as Playsr’a becomer 
increasingly svallable, we are witnessing a slow but steady de&e In R.J.R.9 
JhOr9 of DFX tailor-medo 
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Consumer tracking rtudles continue to tndicote aveilsblllty and purchase of 
rmuggfed Nor-made produota is Incnrslng. If Is snlmated 1 In 4 ciguettsr 
smoked In Canada In 1993 wlU be snyggled (VI. 1 In 178 In 1988). The p&e of 
rmugglod tlllor-made is also deelInIng. To data conaumer8’ averegs purchaas prhe 
of a carton of 200 cigarettes based on those clsfmlng to purchase through 
altemrtivo channels, Is 426.26 VII. $27.80 In 1992. In addition, an Increating 
number of conaumera (dpproxlmatsly 40%) claim to ba able to purchase a carton 
of clgorettw for between 422.00-426.00. 

-- ..- . - .--. - ._. . .._ . _ ._._. _ - .- 
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As tha legitimno domestlc low ooat alternatIve for Canadlan rmoksrr, the 
domeatic fine out market contlnwr to rxperfence extrnalvb competitivs actMy, 
All major Canadian compsnier 88 well II a lerge number of smaller producer8 
continue to compete In the price/value ponlonr of the fine cut market (Le. bonus, 
low-weIghtI. 

LT,!.. continuer to msko share galna In thb portion of the Industry. Although thr 
launch of Expon A In the bonus Category has cut l.T.L.‘tl share from 100% to 88% 
In the category on a twelve month bede, strong share performance in the 
treditional 200 gram category (67.7% on a three month baria) end slow mrdy 
growth in the low-welght category (20.6% on a three month baaia) have elfowed 
for rllght galna on a twelve month basfr, Growth her been dlffkult due to the 
poor performance of the Matlnoa trademark in fine cut. Growth experienced, In 
particular In the low-welghr category, i8 almost excluslvety coming from Flayer’s, 
although It is also underperformlng. Currently work ir underway to sddrers our 
trademark8 In fine cut and develop rtrategies for expanding our sham. . 

DOME&K FINE CUT MARKET ICI-MCI 

Total Volume 

I.T.L. Share 

R.B.H. Share 

12 Months 12 Monthll 
Oct. ‘92 Oct. ‘93 

6.6 bln. 45 bin. 

41.4% 44.5% 

33.9% 34.1% 

Chang9 

-16.2% 

+ 3.4 

+.2 

R.J.R. Shere I I. 25.0% 21 A% I -3.6 
I 

i 

The domeetic fine cut portion of the industry continues to decline in volume 88 
‘cheaper” priced tailor-made contlnuea to expand In availability. Hardest hlt has 
been traditional welghr fine cut, which nre the most expensive fine cut products. 
In October 1992, it accounted for 60% of domestlc fine cut, as of October 1993, 
It accounted for only 43%; by comparison low-weight fine cut currently accountb 
for 47% rnd bonus weight fine cut 10%. 

I 
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R.8.H. continurc to enjoy rolld performance In this portion of the market due to Its 
attong shers in the growing low-weight category. R.B.H.‘s share on a three month 
basb In low-weight stands at 64.2%. R.J.R. by comparkson, has been unable to 
sustain Ita bhrrr In both the trsditionrl rnd low-weight crtagorlss over the short- 
term and therefore contlnues to experience tlgniflcant share dscllner In thls portlon 
of th8 industry (three month share hrs fallen to 19.8%). 

.- 

. . . _ -- ..- _-. -. - 
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DFX Fine Cut: 

Deapite the gvaliablllty of “cheaper” priced tallor-made through alternatlve 
channels, DFX fine cut continues to grow, abelt at a rate much siowsr than DFX 
tailor-made. 

DFX FlNE CUT MARKR WMCI 

12 Month 
I 

12 Months 
Oct. ‘92 Oct. ‘93 I --- 

Total Volume 

I.T.L. Share 17.9% 18.8% ,+.9 

A.B.H. Shere 12.8% 23.0% tll.0 

R.J.R. Share 69.3% 67.4% 
--P 

-11,9 

R.J.R. contlnuel to dominate this market duo to full dirtrlbutlon and very 
- competltlve pricing. However, R.&H. on the rtrength of the evalleblllty of Super011 

In “general trading’ and I.T.L. due to Improved avallablltty end dlrtrlbutlon through 
Phlllp Morris, are both gaining share, I.T.L. Is currently working to address the 
issue of price competitiveness compared to R.J.R., while ensuring distribution of I 
full renge of our flne cut producta, 8peciflcaily our low-weight and bonus option,. 

Summary: 

Coping with price continues to drive consumer behavlour. The tobacco Industry In 
Canada has undergone quite a transformatlon during 1993 83 companies work to 
ensure their tradamerks/products are competing in all relevant sectors of the 
market. As long aa the cost of tobacco products remain high, consumers will - 
continue to rook out prlcs/value options and competitor actlvlty will undertake to 
provlde consumers these options. 
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