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 appears to have potential and should be explored further

Consumers appearreceptive: HNB offers unique advantagesrelative to vapor and may
appealto a large ATC segmentdissatisfied with current cigarette alternatives

Competitors are investing heavily: PMI invested ~$2B to date, has built substantial
capacity, and is submitting a MRTPAin 2016 Q4

Analysts haverallied behind HNB: someanalysts expect the market to displace
~30% of U.S. cigarette volume by 2025

 
RAIl does not have a next gen HNB product:it would take significant time and
investment to commercialize a new product and ‘catch up’ to competitors 

Should the HNB market emerge in the U_S., RAI] would be ‘exposed’ givenits
under-investment relative to competitors
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