
DIRKXORS' INCPNTIVE SCHWE 
PINANCIAL CRITERIA - 1990 PERNNUUNCE 

Suggested r8tings are set out below, based on latest estiasted 1990 
figures. The final outcome is not expected to vazy signfficantly. 
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GROWN IN EPS (NOMINAL) 
(budgot grovth lb.gr adjusted for demergers) 

Expressed in constant 1969 average l xchsnge rate8, 
EPS fell from 63.2~ to 27.8~ (568), though performance 
is distorted by the l exceptionalm element in Eagle Star's 
investment result and sn increase in the l fective tax 
rste from 39.98 to 53.7%. Adjusting for these latter 
factors would increase 1990 EPS to 44.38. a 301 fall 
from 1989. I 

CRWTN IN DPS (NOMINAL) 
budget growth - 21.2t nominal (sdjusted for demergers) 

6.7t nominal (unadjusted) 

based on a total dividend for 1990 of 31.1~. the sctu~l 
underlying growth on an adjusted basis is 17.68. The 
‘C’ r8ting was 108. Average DPS growth for UK companies 
in 1990 is expected to be %. 0 

SURE PRICE REUIIWE 

Objective +St per annum (0) 

The movement in the share price relative 31.12.69 - 
31.12.90 VU -5.9%. but the relative has since recovered 
strongly (+2.28 8t 7.2.91). The relative has shovn great 
resilience in the face of negative factors (exchange r8te 
novements, UK general insuranca market and l qulq valuer). 
In the light of this s higher rating is appropri&te. E- 

NUKEI PERCEPTION/P/E RELATIVE 
Objective 9% of FUSOO P/E (C) . 

ksed on formcart EPS of 25.4~ for 1990 and the 
31st December 1990 rhare price of CS.77 the prospective 
P/E ratio of 22.7 is at 4 rebtive of 170& to the 
market average (FWbOO). Vhilo there are doubts about the 
usefulness of the maaaure. the high rating et present 
reflects the considerable resilience of the share price. E 
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DIVIDEND CDVER 
Objective - maintain cover betveen 2.0 and 2.5x 

The forecast total payment of 31.1~ for 1990 is covered 
0.62x by expected earnings. vhich vould rise to 1.2x if the 
exceptioxul Eagle Star investment loss of El70 million vero 
clLinated. I 

DIVIDMD YIElb 
Objective. Yield to be abovo mA ~11 Shuo Crovtb yield 

B.A.T yielded 6.98 gross l 31.12.90 compartd vitla 5.478 
for the Index. 

TOBACCO 

a) mxNovER 
Objective nominal grovth of 228 in 1990 (C) 

At constant 1989 average exchange ratas gross and net 
turnover (excluding Imasco) grev by 25.78 end 27.68 
respectfvely in 1990. Excluding Brazil. gross and net 
constant rate growth VU 20.98 and 23.68 respectively. 
The relatively high rete of grouch is pertly accounted 
for by the inclusion of Villr Austtalir for J full yerr 
in 1990, in accordance vitb the budget. C+ 

b) TRADING PROFIT 
Budget nominal grovth 158 (excluding Bruil) (C) 

Trading profit et constant average exchange rates 
fncreued by 9.98 in 1990 (6.28 excludkng Brazil). 

FINANclAL SERVICES 

Budget 6.68 nomfnal grovth (I - budget - 98 or less). 
Actual 1990 turnover at curreot exchange rates grev by 38 
(2.28 Us. 4.68 non-lifa). At COMtUtt rate8 tba growth 
vu 4.28. Iacludiog Farmers exchanges pruium loceme lo 
place of fees. the conetam l xchanp rue growth would 
have bed q 8. It should be borne in rind that 1969 
turoover was laflated by large Eat10 Star single 
pre8frPI/moui~ raluuhlchhmm l uchlowerv81~ 
to the busim88 thaa new -1 predtms of dm san 
amount. Attafmentoeeds tobe judged against the 
overrldlmg requirement that additional turnover 
should be rdeauetelr profitable. . . . I 
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b) TRADING PROFIT 
1990 budget 7r (I) 

The result for 1990 is donineted by ReRlc Star's 
general business uhfch turned round from a trading 
profit f251 million in 1989 to a loss of E354 million 
in 1990. the latter includfng tn *exceptional8 element 
of il70 million reflecting lnsuffictoncy of post 
tcquisition DIC. Excluding Eagle Star Renerel business, 
constant rate trading profit rose by 3.18. 

P 

2.3 Rolu 

a) TOMCCO 
Terget and budget 60% (C) 

actual RONA excluding IMSCO in 1990 ves l pproximetely 
488. The shortfall is mainly attributable to lower 
trading profits then budgeted in locsl currency terms 
and to an lncrtasr of DHlSO million in MTCF’s treding 
assets compared with budget. The exchange rate rtvtntnts 
vhich reduced the relative veighting of B&U with its very 
htgb RONA account for a smell part of the shortfall. I 

b) FINANCIALSERVICES 
Target and budget 178 (C) 

llae retuel rate of return vas l pproximetely 58 in 1990. 1 

2. ERoup REfOURCES 0BJm 
NET DEBT/EQUITY [UT10 

Target for and 1990 65 - 70% (C) 

The net D/E ratio at 31st December 1990 in the published 
accounts is likely to be l pproximettly 5%. The budget 
tssumtd t higher level of buy-back. the swiny on vhich 
trt partly offset by other factors including a lover 
equity base than budgeted due to the shortfall in 
proftu. A uJor future hu bttn tlae completion of 
the reshaping including the dewrgers at hotter than 
forecast parmaters. E+ 

20 itbr& 1991 
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