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Contact: Yukiko Seto 
  General Manager 
  Media and Investor Relations Division 
  Japan Tobacco Inc. 
  Tokyo: +81-3-5572-4292 
 
FOR IMMEDIATE RELEASE 
 
 
JT Announces its First-Quarter Consolidated Financial Results and 

Gallaher Integration Plan 
 
 
TOKYO, August 9, 2007 --- Japan Tobacco Inc. (JT) (TSE: 2914) announced today 
its consolidated financial results for the first quarter that ended June 30, 2007, and the 
Gallaher integration plan.  
 
1. Overview of the Consolidated Three-Month Financial Results 
 

 Net sales for the domestic tobacco business decreased 13.0 percent and operating 
income decreased 23.5 percent, due mainly to a surge in demand in the same 
period last year ahead of price increases related to an increase in tobacco excise 
taxes. 

 
 JT’s international tobacco business1 remained the driving force of profit growth 

for the JT Group, achieving strong organic growth of 25.3 percent in net sales, 
and an increase of 59.0 percent in operating income compared to the same period 
in the previous year.  Gallaher’s business2 results are not consolidated in JT’s first 
quarter results. 

 
 JT’s consolidated net sales decreased 5.4 percent compared to the same period last 

year, primarily due to the performance of the domestic tobacco business.  
Operating income decreased 8.6 percent and net income decreased 17.23 percent 
compared to the same period in the previous year. 

 
 JT management revised its net sales and earnings forecasts for the fiscal year 

ending March 31, 2008, reflecting the incorporation of the Gallaher business into 
JT’s international tobacco business.  Forecasted net sales for the year were revised 
upward from ¥4.89 trillion to ¥6.41 trillion.  Forecasted operating income and net 
income were revised from ¥312.0 billion to ¥419.0 billion and from ¥186.0 billion 
to ¥256.0 billion respectively. 

 
“Over the last 100 days, we have successfully formulated an integration plan for the 
Gallaher business which will create synergies for future business growth and position 
us for even greater expansion as a leading company in the global tobacco industry,” 
said Hiroshi Kimura, President and CEO of JT.  “We continue to invest heavily in 
building brand equity, with a focus on Mild Seven, and as a result have seen signs of 
growth momentum in JT’s domestic market share.  I’m very proud to say that each of 
our businesses has been performing strongly toward the objectives of our medium 
term management plan ‘JT2008.’” 
                                                           
1 The results of the international tobacco business from January to March 2007 were incorporated into 

JT’s consolidated financial results for the quarter that ended June 30, 2007.  
2 Gallaher’s business was not incorporated into JT’s international tobacco business during the first 

quarter that ended March 31, 2007, as JT’s acquisition of Gallaher completed on April 18, 2007. 
3 JT found that the net income figure for the three-month period that ended June 30, 2007, as reported in 

the previous financial results, was inaccurate due to an accounting error relating to the dividend 
income of a JT subsidiary, and was corrected as of May 1, 2008. 
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2. Consolidated Financial Results for the First Quarter that Ended June 30, 

2007 
Units:  Billions of Yen 

 
3. Results by Business Segment 
 

 Domestic Tobacco Business 

A surge in demand ahead of the price increase, following the tobacco excise tax hikes 
in July of last year, had a negative impact on sales volume in the first quarter.  As a 
result, net sales and operating income decreased by 13.0 percent and 23.5 percent 
respectively. 
 
This year marks the 30th anniversary of Mild Seven, and JT has invested aggressively 
in the brand, including intensified sales promotions with a focus on box products and 
the national launch of “Mild Seven Super Lights 100’s Box.”  As a result of these 
efforts, JT’s domestic market share has shown signs of growth momentum.   
 

 International Tobacco Business  

 January - March 
2006 

January - March 
2007 

Net change 
(%) 

Net sales 
(billions of yen) 217.5 272.5 25.3

Operating income 
(billions of yen) 18.5 29.4 59.0

Total sales volume 
(billions of cigarettes) 52.1 57.7 10.8

In the first quarter that ended March 31, 20076, JT’s international tobacco business 
continued its growth momentum.  This was led mainly by Winston in Russia, Spain, 
Turkey, Ukraine and Iran; Camel in Spain and France. 
                                                           
4 JT found that the net income figure for the three-month period that ended June 30, 2007, as reported in 

the previous financial results, was inaccurate due to an accounting error relating to the dividend 
income of a JT subsidiary, and was corrected as of May 1, 2008. 

5 Sales volume from both domestic duty free and the “China Division” were not incorporated in the 
above figures, which totaled 0.8 billion cigarettes in the first quarter that ended June 30, 2007. 

6 The results of the international tobacco business from January to March 2007 were incorporated into 
JT’s consolidated financial results for the quarter that ended June 30, 2007.  Gallaher’s business was 
not incorporated into JT’s international tobacco business during the first quarter that ended March 31, 
2007, as JT’s acquisition of Gallaher completed on April 18, 2007. 

 1Q 
FY03/2007 

1Q 
FY03/2008 

Net change 
(%) 

Net sales 1,289.5 1,219.7 -5.4

Operating income 102.0 93.3 -8.6

Net income 76.2 63.0 -17.24

 1Q 
FY03/2007 

1Q 
FY03/2008 

Net change 
(%) 

Net sales 
(billions of yen) 985.2 856.7 -13.0

Operating income 
(billions of yen) 81.5 62.4 -23.5

Sales volume5 
(billions of cigarettes) 54.0 42.7 -21.0
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Total sales volume continued a strong and balanced growth of 10.8 percent to 57.7 
billion cigarettes.  Net sales including tax grew 25.3 percent, and operating income 
increased by 59.0 percent compared to the same period in the previous year.   
 
This success was due mainly to the company’s strong top-line growth and the 
repositioning of Winston in 2006 to address the impact of the tobacco excise tax hikes 
in the Spanish market. 
 

 Pharmaceutical Business 
Units:  Billions of Yen  

 1Q 
FY03/2007 

1Q 
FY03/2008 

Net change 
(%) 

Net sales 11.7 11.2 -4.8

Operating income -2.0 -2.9 -
 
In the first quarter, two of the company’s new compounds, “JTT-553” and “JTT-651,” 
entered into the clinical trial stage, while the development of “JTT-551” was 
terminated. 
 
During the period, increased sales by Torii Pharmaceutical Co., Ltd., a JT subsidiary, 
had a positive impact on the business’ net sales.  However, the absence of a one-time 
sales increase from the licensing of a new drug candidate in preclinical study in Japan 
to GlaxoSmithKline in the same period last year, had a negative impact on the 
business’ net sales.  
 
As a result, net sales decreased by 4.8 percent, while operating income posted a ¥2.9 
billion loss, due in part to an increase in R&D expenditure, compared to the same 
period in the previous year. 
 

 Foods Business 
Units:  Billions of Yen 

 
JT’s foods business has shown solid progress.  The company’s beverage business 
showed a steady expansion of vending machine sales channels.  The processed foods 
business saw growth in its overall business scale, including the enhancement of its 
frozen processed foods and chilled processed foods product lines.  As a result, net 
sales increased 5.2 percent compared to the same period in the previous year. 
 
Operating income for the period decreased 26.8 percent due in part to an increase in 
expenses.   
 

 1Q 
FY03/2007 

1Q 
FY03/2008 

Net change 
(%) 

Net sales 70.2 73.9 5.2

Operating income 1.9 1.3 -26.8
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4. Outlook for the Fiscal Year Ending March 31, 2008 (Consolidated) 
 
JT management has revised its forecasts for net sales and earnings for the fiscal year 
ending March 31, 2008, taking into account the integration of Gallaher’s business into 
JT’s international tobacco business.   

Units: Billions of Yen  

Note: This forecast does not reflect the impact of amortization of trademarks and others, related to the 
acquisition of Gallaher. The forecast will be revised once the purchase–price–allocation is 
finalized.  

 
Please refer to the attached data sheet for the assumptions used for the forecast. 
 
 
5. Overview of the Integration Plan for Gallaher 
 
JT announced today that planning for the integration of Gallaher has been successfully 
completed.  
 
The integration of Gallaher into the company’s international tobacco business will 
create new opportunities for top-line growth, while generating significant synergies 
from the merging of the two businesses.   
 
JT aims to achieve annual cost saving synergies of more than US$300 million by the 
end of 2010. These synergies will be achieved through programs such as headquarter 
integration, procurement and manufacturing footprint optimization, and sales and 
distribution efficiency. Many of these measures will be implemented by the end of 
2009. 
 
In addition, JT is confident that the combined international business will deliver top-
line synergies of at least US$100 million by the end of 2010, and will pursue even 
greater top-line synergies in the future. These synergies will be achieved through the 
application of a more competitive and balanced brand portfolio across a greater 
number of markets. 
 
JTI will continue to focus and invest consistently in its Global Flagship Brands (GFB), 
which now include Winston, Camel, Mild Seven, Benson & Hedges, Silk Cut, LD, 
Sobranie and Glamour.  The company will also broaden its business base, increasing 
the number of markets which generate EBITA in excess of US$50 million. 
 
JTI will proceed with the rapid and smooth integration of Gallaher, with the goal of 
exceeding an average annual growth of 10 percent in EBITDA for the three 
subsequent years following 2008. 
 
Please refer to the attached sheet for additional details regarding the integration plan. 
 
 

 

FY03/2007 
Actual 

 
 

(A) 

FY03/2008
Previous 
Forecast 

 
(B) 

FY03/2008 
Updated 
Forecast 

 
(C) 

Change from  
FY03/2007 

Actual 
 

(C-A) 

Change from 
FY03/2008 

Previous 
Forecast 

(C-B) 
Net sales 4,769.3 4,890.0 6,410.0 1,640.6 1,520.0
Operating income 331.9 312.0 419.0 87.0 107.0
Net income 210.7 186.0 256.0 45.2 70.0
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### 

 
Japan Tobacco Inc. is the world's third largest international manufacturer of tobacco products.  
The company manufactures internationally recognized cigarette brands including Winston, Camel, 
Mild Seven and Benson & Hedges.  Since its privatization in 1985, JT has actively diversified its 
operations into pharmaceuticals and foods.  The company’s net sales were ¥4.769 trillion in the 
fiscal year ended March 31, 2007. 
 
 
 
 
 
 
 
FORWARD-LOOKING AND CAUTIONARY STATEMENTS 
This document contains forward-looking statements about our industry, business, plans and objectives, 
financial condition and results of operations that are based on our current expectations, assumptions, 
estimates and projections. These statements discuss future expectations, identify strategies, discuss 
market trends, contain projections of results of operations or of our financial condition or state other 
forward-looking information. These forward-looking statements are subject to various known and 
unknown risks, uncertainties and other factors that could cause our actual results to differ materially 
from those suggested by any forward-looking statement. We assume no duty or obligation to update any 
forward-looking statement or to advise of any change in the assumptions and factors on which they are 
based. 
Risks, uncertainties or other factors that could cause actual results to differ materially from those 
expressed in any forward-looking statement include, without limitation:  
1. health concerns relating to the use of tobacco products; 
2. legal or regulatory developments and changes, including, without limitation, tax increases and 

restrictions on the sale, marketing and usage of tobacco products, and governmental investigations 
and privately imposed smoking restrictions; 

3. litigation in Japan and elsewhere; 
4. our ability to further diversify our business beyond the tobacco industry; 
5. our ability to successfully expand internationally and make investments outside of Japan; 
6. competition and changing consumer preferences; 
7. the impact of any acquisitions or similar transactions; 
8. local and global economic conditions; and 
9. fluctuations in foreign exchange rates and the costs of raw materials. 
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Maximizing SynergiesMaximizing Synergies

Integration PlanIntegration Plan

◆◆ New Executive Committee members announced on closing dayNew Executive Committee members announced on closing day

◆◆ Integration Steering Integration Steering CommitteeCommittee managesmanages approx. 50 projectsapprox. 50 projects

◆◆ Only 100 days for plan development (RJRI: approx. 8 months)Only 100 days for plan development (RJRI: approx. 8 months)

SynergiesSynergies

◆◆ Annual cost saving synergies over USD 300 million by Annual cost saving synergies over USD 300 million by 20102010

◆◆ Additional topAdditional top--line synergies of at least USD 100 million by 2010, with line synergies of at least USD 100 million by 2010, with 
opportunities for greater synergies exceeding the level of costopportunities for greater synergies exceeding the level of cost--saving in saving in 
the futurethe future

8

New JTINew JTI’’s Roles & Focuss Roles & Focus

New JTI is, and will continue to beNew JTI is, and will continue to be

Executing integration plan quicklyExecuting integration plan quickly

Exploiting opportunities for top-line growthExploiting opportunities for top-line growth

Solidifying a role as the profit growth engine of the JT GroupSolidifying a role as the profit growth engine of the JT Group
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Toward Sustainable GrowthToward Sustainable Growth
EBITDA growth* of JTIEBITDA growth* of JTI

FullFull--term Forecasts for FY 3/200term Forecasts for FY 3/20088 will reflect significant increase in both will reflect significant increase in both 
sales and profits.sales and profits.

Quickly integrate Gallaher and exceed 10% CAGR EBITDA growthQuickly integrate Gallaher and exceed 10% CAGR EBITDA growth

2,640

2,455

1,090

f-Gallaher

0

500

1,000

1,500

2,000

2,500

3,000

2006 2006
(Ref.)**

2007e***

(USD MM)(USD MM)

*EBITDA: before royalty payment to JT, excluding Japan

**Forecasts for 2006（Ref.） and 2007: USGAAP/IFRS pro-forma basis

(Forex for 2006： USD/GBP = 1.84）

***2007Forecasts: like-for-like basis with hypothetical full year Gallaher contribution

Consolidated Financial Results for Q1 FY 3/Consolidated Financial Results for Q1 FY 3/20082008
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Results for Q1 FY 3/200Results for Q1 FY 3/20088

Summary of PerformanceSummary of Performance
◆◆ Progress towards the achievement of the midProgress towards the achievement of the mid--term management plan term management plan 

““JT2008JT2008””, despite sales and profit decline mainly due to last, despite sales and profit decline mainly due to last--minute demand minute demand 
in the previous year.in the previous year.

(Unit: JP Y  billion)

Q1
FY 3/2007

Q1
FY 3/2008

Change

-69.8       
(-5.4%)

-18.2       
(-3.3%)

-7.5         
(-5.6%)

-8.7         
(-8.6%)

-12.5
(-12.1%)

-13.1
(-17.2%)

1,219.7

526.2

134.1

Sales incl. Taxes

Sales excl. Taxes 544.5

1,289.5

EBITDA 126.6

93.3

90.9

63.0

Operating Income

Recurring Profit

Net Income 76.2

103.5

102.0

12

MarketMarket Share of Share of JTJT ProductsProducts ※※

(%)

Results for Q1 FY 3/200Results for Q1 FY 3/20088

65.5
64.9

64.5

63

64

65

66

67

JT Products

※ New Basis＝JT original products ＋ JTI products for the Japan market
（Camel, Winston, Salem, etc.）

32.9

31.6
31.3

30

31

32

33

34

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

Mild Seven Familiy

FY 3/2006 FY 3/2007 FY 3/2008

Domestic Tobacco BusinessDomestic Tobacco Business
Both sales and profits declined mainly due Both sales and profits declined mainly due 
to lastto last--minute demand in the previous year.minute demand in the previous year.

(Unit: JPY billion)

Q1
FY 3/2007

Q1
FY 3/2008

Change

-53.1
(-15.7%)

-18.3
(-18.2%)

-19.1
(-23.5%)

(Unit: billion cigarettes)

-11.3
(-21.0%)

Sales Volume
of JT Products 54.0 42.7

Operating Income 81.5        62.4        

Sales excl. Taxes 338.7       285.5       

EBITDA 101.0       82.6        
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(Unit: JPY billion)

Q1
FY 3/2007

Q1
FY 3/2008

Change

31.1
(＋26.2%)

11.9
(＋45.9%)

10.9
(＋59.0%)

Exchange Rate
(JPY/USD) 116.98 119.45 2.47

(Reference) Before royalty payment to JT (Unit: USD million)

102        
(＋41.0%)

Sales excl. Taxes 119.0       150.2       

Operating Income 18.5        29.4        

EBITDA 25.9        37.9        

EBITDA 249         351         

International Tobacco BusinessInternational Tobacco Business
EBITDA grew 41.0% as EBITDA grew 41.0% as toptop--line growth acceleratedline growth accelerated..

Results for Q1 FY 3/200Results for Q1 FY 3/20088

57.7

52.1

49

50

51

52

53

54

55

56

57

58

59

1Q FY3/2007 1Q Fy3/2008

（Unit：BNU）
Total sales volume of 
international tobacco business

＋＋10.8%10.8%

Note: Results of international tobacco business are for Jan.Results of international tobacco business are for Jan.-- MarMar.200.20077..
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Results for Q1 FY 3/200Results for Q1 FY 3/20088

(Unit: JPY billion)

Q1
FY 3/2007

Q1
FY 3/2008

Change

-0.5
(-4.8%)

-0.8
-

-0.9
-

Operating
Income -2.0 -2.9

Sales 11.7 11.2

EBITDA -1.2 -2.1

Pharmaceutical BusinessPharmaceutical Business
Decrease in profits mainly due to non recurring income generatedDecrease in profits mainly due to non recurring income generated in previous year, coupled with in previous year, coupled with 
a rise in R&D expenses.a rise in R&D expenses.

Clinical development （as of August 9,2007）

Code Indication Stage

JTT-705（oral） Dyslipidemia
Japan：Phase1

JTT-130（oral） Hyperlipidemia
Japan：Phase2
Overseas：Phase2

JTK-303（oral） HIV
Japan：Phase1

JTT-302（oral） Dyslipidemia
Overseas：Phase2

JTT-305（oral） Osteoporosis
Japan：Phase2
Overseas：Phase1

JTT-552（oral） Hyperuricemia
Japan：Phase1

JTT-553（oral） Obesity
Overseas：Phase1

JTT-651（oral） Type 2 diabetes
mellitus

Japan：Phase1

Starting overseas clinical test of
Obesity treatment, JTT-553

Starting clinical test of Diabetes mellitus  
treatment, JTT-651
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Results for Q1 FY 3/200Results for Q1 FY 3/20088

Foods BusinessFoods Business
Despite sales growth through scale expansion within the beverageDespite sales growth through scale expansion within the beverage and processed foods and processed foods 
businesses, profits decline due to increasing costs.businesses, profits decline due to increasing costs.

(Unit: JPY billion)

Q1
FY 3/2007

Q1
FY 3/2008

Change

3.6
(＋5.2%)

-1.0
(-28.9%)

-0.5
(-26.8%)

Operating
Income 1.9 1.3

Sales 70.2 73.9

EBITDA 3.5 2.5
Roots 

“AROMA BLACK BOTTLE”

“Obento Daininki” Series
“Mini Harumaki”

FullFull--term Forecasts for FY 3/term Forecasts for FY 3/20082008
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SynergiesSynergies

Annual cost saving synergies over USD 300 million by Annual cost saving synergies over USD 300 million by 20102010

◆◆ HQ integrationHQ integration

◆◆ Procurement and manufacturing footprint optimizationProcurement and manufacturing footprint optimization

◆◆ Sales and distribution efficiencySales and distribution efficiency

Annual topAnnual top--line synergies at least USD 100 million by 2010, line synergies at least USD 100 million by 2010, 
with opportunities for greater synergies exceeding the level with opportunities for greater synergies exceeding the level 
of costof cost--saving in the futuresaving in the future

◆◆ A more competitive and balanced brand portfolioA more competitive and balanced brand portfolio

◆◆ Broadened geographic baseBroadened geographic base

◆◆ Increased scale in markets where presence duplicatedIncreased scale in markets where presence duplicated

28

ForecastForecast

2007 Forecast2007 Forecast

JTI will exceed 10% CAGR EBITDA* growth over the next JTI will exceed 10% CAGR EBITDA* growth over the next 
three years (2008three years (2008--2010) 2010) 

Reference:Reference:
2007 Forecast, like2007 Forecast, like--forfor--like basis with hypothetical full year Gallaher contribution.like basis with hypothetical full year Gallaher contribution.
Total Volume : 425.0 billion cigarettes     EBITDA* in 2007 : USTotal Volume : 425.0 billion cigarettes     EBITDA* in 2007 : USD D 22,,640640 million**million**

(billion cigarettes)
2006 2007

Volume 240.1 380.0 139.9 58.3%
GFB Volume 146.8 202.0 55.2 37.6%

(USD million)
Net Sales before tax 8,590 22,100 13,510 157.3%
Net Sales after tax 4,729 9,000 4,271 90.3%
EBITDA* 1,090 2,250 1,160 106.4%

Change

Note1: This forecast includes approx. 8.5 months of the f-Gallaher business.
Note2: This forecast will be revised as a result of purchace-price-allocation.
Note3: GFB in 2006: Winston, Camel, and Mild Seven
　         GFB in 2007: Winston, Camel, Mild Seven, B&H, Silk Cut, LD, Sobranie, and Glamour

* EBITDA: EBITDA before royalty payment to JT* EBITDA: EBITDA before royalty payment to JT ** USGAAP/IFRS pro** USGAAP/IFRS pro--forma basisforma basis



Data sheet for 3 months ended June 2007 Data Sheet (1)

1. Breakdown of net sales (unit: JPY billion) 5. Amortization relating to major acquisitions (unit: JPY billion)

Net sales including excise tax 1,289.5 1,219.7 -69.8 JT International 8.6 8.1 - -
Domestic tobacco 985.2 856.7 -128.4 7.3 7.3 10 Apr-09

Excluding imported tobacco 639.4 552.9 -86.4 Patents (owned by JT) 1.0 0.4 8 Apr-07
International tobacco * 217.5 272.5 54.9 Goodwill* 0.2 0.2 20 Mar-25

Net sales excluding excise tax(Excluding imported tobacco 421.6 423.3 1.7 *

Domestic tobacco 215.7 182.5 -33.2
International tobacco * 119.0 150.2 31.1
Pharmaceutical 11.7 11.2 -0.5
Foods 70.2 73.9 3.6 6.Capital expenditure (unit: JPY billion)

Beverages 47.5 48.3 0.8
Processed foods 22.7 25.5 2.8

Others 4.6 5.3 0.6 Capital expenditures 20.5 26.4 5.9
* International tobacco business: 3 months ended Mar. 2007 Domestic tobacco 10.2 15.5 5.2

International tobacco * 5.7 6.8 1.0

2. Leaf tobacco reappraisal profit / loss * (unit: JPY billion) Pharmaceutical 0.7 0.3 -0.3
Foods 1.4 1.2 -0.1
Others 2.4 2.9 0.4

2.8 -1.0 -3.8 * International tobacco business: 3 months ended Mar. 2007
* Profit when denoted negative 7. Cash and cash equivalents * (unit: JPY billion)

3. Breakdown of SG&A expenses (unit: JPY billion)

Cash and cash equivalents 1,185.6 248.0 -937.6
*

SG&A 138.2 145.4 7.1
Personnel * 37.8 41.4 3.6 8. Interest-bearing debt * (unit: JPY billion)

4.7 4.3 -0.4
Sales promotion 26.7 30.3 3.5
R&D 10.0 10.2 0.1 Interest-bearing debt 219.2 983.0 763.7
Depreciation and amortization 14.2 14.1 -0.1 * Interest-bearing debt = short-term bank loans + bonds + long-term borrowings

Others 44.6 44.9 0.3 9. Business data
* <Domestic tobacco business>

JT sales volume* (billion cigarettes) 54.0 42.7 -11.3
Total demand (billion cigarettes) 82.6 65.8 -16.7

4. EBITDA by business segment *1 (unit: JPY billion) JT market share 65.5% 64.9% - 0.6%pt
JT net sales before tax per 1,000 cigarettes (JPY) 11,663 12,698 1,035
JT net sales after tax per 1,000 cigarettes (JPY) 3,852 4,056 204

Consolidated EBITDA 134.1 126.6 -7.5 *

Operating income 102.0 93.3 -8.7

32.0 33.2 1.1
Domestic tobacco EBITDA 101.0 82.6 -18.3 <International tobacco business>

Operating income 81.5 62.4 -19.1 Total sales volume (billion cigarettes) 52.1 57.7 5.6

19.4 20.2 0.7 JPY/USD rate for consolidation (JPY) 116.98 119.45 2.47

International tobacco EBITDA *3 25.9 37.9 11.9
Operating income 18.5 29.4 10.9

7.4 8.4 0.9 <Pharmaceutical business>

Pharmaceutical EBITDA -1.2 -2.1 -0.8 R&D expenses (parent company) (JPY billion) 5.2 5.5 0.3
Operating income -2.0 -2.9 -0.9

0.7 0.7 0.0
Foods EBITDA 3.5 2.5 -1.0 <Foods business - Beverage business>

Operating income 1.9 1.3 -0.5 Number of beverage vending machines * 250,500 253,000 2,500

1.6 1.1 -0.5 JT-owned 38,000 37,000 -1,000
Others EBITDA 4.9 6.1 1.2 Combined 66,000 68,000 2,000

Operating income 1.9 3.1 1.2 *

2.9 2.9 0.0
(Reference) (unit: USD million)

International tobacco EBITDA 

(Before royalty payment)
*1 EBITDA=operating income + depreciation and amortization*2

*2

*3 International tobacco business: 3 months ended Mar. 2007

Termi-
nation

Cash and cash equivalents = cash and deposits + marketable securities
                                                + securities purchased under repurchase agreements

3 months
ended

Jun. 2006

3 months
ended

Jun. 2007

Years to
amortize

3 months
ended

Jun. 2006

3 months
ended

Jun. 2007

Trademark rights (owned by JT)

3 months
ended

Jun. 2006

3 months
ended

Jun. 2007
Change

Change

As of end of
Jun. 2007 Change

Effective from the fiscal year ended Mar. 2002, amortization of goodwill of JT International ceased
due to the adoption of a new accounting pronouncement by JT International. Since then, the
goodwill is subject to being tested for impairment annually.  From the fiscal year ended Mar. 2006,
amortization of a part of this goodwill allocated to the domestic tobacco business started over 20
years.

Depreciation and amortization *2

Depreciation and amortization *2

3 months
ended

Mar. 2006
Change

3 months
ended

Jun. 2006

3 months
ended

Jun. 2007
Change

As of end of
Mar. 2007

As of end of
Jun. 2007 Change

Depreciation and amortization = depreciation of tangible fixed assets + amortization
of intangible fixed assets + amortization of long-term prepaid expenses +
amortization of goodwill

Depreciation and amortization *2

Depreciation and amortization *2

Depreciation and amortization *2

Depreciation and amortization *2

249 351 102

Leaf tobacco reappraisal profit / loss

3 months
ended

Jun. 2006

3 months
ended

Jun. 2007
Change

3 months
ended

Jun. 2006

3 months
ended

Jun. 2007
Change

As of end of
Mar. 2007

3 months
ended

Jun. 2006

3 months
ended

Jun. 2007
Change

Advertising and general publicity

Personnel expense is the sum of compensation, salaries, allowances, provision for
retirement benefit, legal welfare, employee bonuses and accrual of employee
bonuses.

Beverage vending machines include vending machines for cans and packs, etc. and for
cups owned by other companies and operated by our subsidiary.  "JT-owned" vending
machines are owned by JT.  "Combined" vending machines are owned by our
subsidiaries or affiliates ,and focus on selling JT brand beverages but also sell non-JT
brand beverages.

Change

3 months
ended

Mar. 2007

Change
3 months

ended
Jun. 2006

3 months
ended

Jun. 2007

As of end of
Jun. 2007

As of end of
Mar. 2007

Sales volume of domestic duty-free and China division is excluded, which was 0.8 billion
for 3 months ended Jun. 2006 and 0.8 billion for 3 months ended Jun. 2007, respectively.
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Data sheets for 3 months ended June 2007 Data sheet (2)

1. 2.

(JPY billion) (JPY billion)
Previous forecast Revised forecast Change FY 03/2007 Revised forecast Change

Net sales including excise tax 4,890.0 6,410.0 1,520.0 Net sales including excise tax 4,769.3 6,410.0 1,640.6
Excluding imported tobacco 3,661.0 5,181.0 1,520.0 Excluding imported tobacco 3,553.1 5,181.0 1,627.8

EBITDA 449.0 574.0 125.0 EBITDA 464.6 574.0 109.3
Operating income 312.0 419.0 107.0 Operating income 331.9 419.0 87.0
Recurring profit 282.0 382.0 100.0 Recurring profit 312.0 382.0 69.9
Net income 186.0 256.0 70.0 Net income 210.7 256.0 45.2
Return on Equity 9.3% 12.2% 2.9%pt Return on Equity 11.3% 12.2% 0.9%pt

(JPY billion) (JPY billion)
Previous forecast Revised forecast Change FY 03/2007 Revised forecast Change

Capital expenditures 126.0 146.0 20.0 Capital expenditures 102.1 146.0 43.8
Domestic tobacco 64.0 64.0 0.0 Domestic tobacco 55.2 64.0 8.7
International tobacco 35.0 55.0 20.0 International tobacco 32.0 55.0 22.9
Pharmaceutical 3.0 3.0 0.0 Pharmaceutical 3.0 3.0 0.0
Foods 6.5 6.5 0.0 Foods 4.8 6.5 1.6
Other businesses 17.0 17.0 0.0 Other businesses 8.0 17.0 8.9

Consolidated financial outlook by business segment (JPY billion) Consolidated financial outlook by business segment (JPY billion)
Previous forecast Revised forecast Change FY 03/2007 Revised forecast Change

Net sales including excise tax 4,890.0 6,410.0 1,520.0 Net sales including excise tax 4,769.3 6,410.0 1,640.6
Domestic tobacco 3,398.0 3,398.0 0.0 Domestic tobacco 3,416.2 3,398.0 -18.2

Excluding imported tobacco 2,169.0 2,169.0 0.0 Excluding imported tobacco 2,200.0 2,169.0 -31.0
International tobacco 1,130.0 2,650.0 1,520.0 International tobacco 999.6 2,650.0 1,650.3
Pharmaceutical 44.0 44.0 0.0 Pharmaceutical 45.4 44.0 -1.4
Foods 298.0 298.0 0.0 Foods 286.5 298.0 11.4

EBITDA 449.0 574.0 125.0 EBITDA 464.6 574.0 109.3
Domestic tobacco 300.0 300.0 0.0 Domestic tobacco 326.4 300.0 -26.4
International tobacco 127.0 252.0 125.0 International tobacco 112.6 252.0 139.3
Pharmaceutical -11.5 -11.5 0.0 Pharmaceutical -8.1 -11.5 -3.3
Foods 12.5 12.5 0.0 Foods 12.0 12.5 0.4

Operating income 312.0 419.0 107.0 Operating income 331.9 419.0 87.0
Domestic tobacco 213.0 213.0 0.0 Domestic tobacco 245.3 213.0 -32.3
International tobacco 96.0 203.0 107.0 International tobacco 81.0 203.0 121.9
Pharmaceutical -15.0 -15.0 0.0 Pharmaceutical -11.2 -15.0 -3.7
Foods 8.0 8.0 0.0 Foods 6.7 8.0 1.2

（1）Domestic tobacco business (billions of cigarettes) （1）Domestic tobacco business (billions of cigarettes)
Previous forecast Revised forecast Change FY 03/2007 Revised forecast Change

Sales volume 168.0 168.0 0.0 Sales volume 174.9 168.0 -6.9
Excludes sales of domestic duty-free and China division Excludes sales of domestic duty-free and China division

（2） International tobacco business (billions of cigarettes, JPY) （2） International tobacco business (billions of cigarettes, JPY)
Previous forecast Revised forecast Change 2006 Revised forecast Change

Tobal sales volume 258.0 380.0 122.0 Tobal sales volume 240.1 380.0 139.9
GFB sales volume* - 202.0 - GFB sales volume* 146.8 202.0 55.2

JPY/USD rate 115.00 120.00 5.00 JPY/USD rate 116.38 120.00 3.62

*GFB of FY 3/2008: Winston, Camel, Mild Seven, B&H, Silk Cut, LD, Sobranie, Glamour *GFB of FY 3/2007: Winston, Camel, Mild Seven
  GFB of FY 3/2008: Winston, Camel, Mild Seven, B&H, Silk Cut, LD, Sobranie, Glamour

Consolidated financial outlook for fiscal year ending March 31,
2008 compared to the forecast as of April 2007

Consolidated financial outlook for fiscal year ending March 31,
2008 compared to the reults of previous fiscal year

Major assumptions Major assumptions
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Data of JT products in Japanese market Data Sheet (3)

* Excludes sales from the China, Hong Kong, and Macau markets and domestic duty-free sales. 
* Original measurement Basis = JT original products + Marlboro cigarettes (until April 2005) + JTI products for the Japan market from May 2005 onward
* New measurement Basis = JT original products + JTI products for the Japan market

Domestic Tobacco Business Results Market Share in Growing Segments

1. Quarterly Sales Volume (billions of cigarettes) 1. 1mg Tar
Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total (1) JT 1mg Tar Product Share (%)

FY 03/2006 50.5 48.5 48.1 42.2 189.4  Original Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total
FY 03/2007 54.0 36.8 44.6 39.3 174.9 FY 03/2006 10.6 11.7 12.2 12.5 11.7
FY 03/2008 42.7 FY 03/2007 12.4 12.5 13.3 13.6 12.9
* The above mentioned figures include sales of Marlboro cigarettes until April 2005 and JTI FY 03/2008 13.9

products (Camel, Winston, Salem etc.) for the domestic market from May 2005 onward.  New Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total
FY 03/2006 11.3 11.7 12.2 12.5 11.9
FY 03/2007 12.4 12.5 13.3 13.6 12.9

2. Quarterly Retail Price Sales (billions of JPY) FY 03/2008 13.9
Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total (2) JT Share in 1mg Tar Segment (%)

FY 03/2006 694.7 664.2 658.2 578.0 2,595.2  Original Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar
FY 03/2007 740.3 547.5 664.6 587.0 2,539.5 FY 03/2006 55.7 60.4 60.8 61.6
FY 03/2008 636.7 FY 03/2007 61.3 60.9 62.4 62.2
* Retail price sales = sales volume * fixed retail price. FY 03/2008 62.0
* The above mentioned figures include sales of Marlboro cigarettes until April 2005 and JTI  New Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar

products (Camel, Winston, Salem etc.) for the domestic market from May 2005 onward. FY 03/2006 59.7 60.4 60.8 61.6
FY 03/2007 61.3 60.9 62.4 62.2
FY 03/2008 62.0

3. Quarterly Net Sales Per Thousand Cigarettes (JPY)
Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total 2. Menthol

FY 03/2006 11,715 11,653 11,657 11,667 11,674 (1) JT Menthol Product Share (%)
FY 03/2007 11,663 12,677 12,688 12,699 12,371  Original Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total
FY 03/2008 12,698 FY 03/2006 8.1 6.5 6.6 6.7 7.0
* Net sales per thousand cigarettes FY 03/2007 6.7 6.9 6.7 7.1 6.8

= (retail price sales - retailer margins - consumption tax) / sales volume * 1,000 FY 03/2008 7.2
* The above mentioned figures include sales of Marlboro cigarettes until April 2005 and JTI  New Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total

products (Camel, Winston, Salem etc.) for the domestic market from May 2005 onward. FY 03/2006 6.3 6.5 6.6 6.7 6.5
FY 03/2007 6.7 6.9 6.7 7.1 6.8
FY 03/2008 7.2

4. Quarterly Net Sales Excluding Excise Tax (2) JT Share in Menthol Segment (%)
Per Thousand Cigarettes (JPY)  Original Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar

 Original Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total FY 03/2006 45.1 34.4 34.9 35.1
FY 03/2006 3,901 3,845 3,849 3,857 3,864 FY 03/2007 35.0 34.1 33.8 34.8
FY 03/2007 3,852 4,050 4,050 4,056 3,990 FY 03/2008 34.9
FY 03/2008 4,056  New Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar

 New Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total FY 03/2006 34.7 34.4 34.9 35.1
FY 03/2006 3,845 3,846 3,849 3,857 3,849 FY 03/2007 35.0 34.1 33.8 34.8
FY 03/2007 3,852 4,050 4,050 4,056 3,990 FY 03/2008 34.9
FY 03/2008 4,056

* Net sales excluding excise tax per thousand cigarettes 3. JPY 320 or above*
= (retail price sales - retailer margins - consumption tax - excise taxes) / sales volume * 1,000 (1) JT JPY 320 or above Product Share (%)

 Original Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total
FY 03/2006 8.8 5.1 5.4 5.9 6.3

5. Quarterly JT Market Share (%) FY 03/2007 5.7 5.4 5.2 5.5 5.5
 Original Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total FY 03/2008 5.6

FY 03/2006 69.6 65.4 65.3 65.2 66.4  New Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total
FY 03/2007 65.5 64.2 64.7 64.5 64.8 FY 03/2006 5.1 5.2 5.4 5.9 5.4
FY 03/2008 64.9 FY 03/2007 5.7 5.4 5.2 5.5 5.5

 New Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total FY 03/2008 5.6
FY 03/2006 66.1 65.5 65.3 65.2 65.5 (2) JT Share in JPY 320 or above Segment (%)
FY 03/2007 65.5 64.2 64.7 64.5 64.8  Original Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar
FY 03/2008 64.9 FY 03/2006 39.1 22.2 23.1 24.5

FY 03/2007 24.3 22.5 22.6 23.2
FY 03/2008 23.5

 New Basis Apr-Jun Jul-Sep Oct-Dec Jan-Mar
FY 03/2006 22.6 22.3 23.2 24.5
FY 03/2007 24.3 22.5 22.6 23.2
FY 03/2008 23.5

* JPY 300 or above until Apr-Jun. 2006

4. Quarterly D-spec Product Share (%)
Apr-Jun Jul-Sep Oct-Dec Jan-Mar Total

FY 03/2006 0.91 1.24 1.78 3.12 1.72
FY 03/2007 4.12 3.84 3.85 4.34 4.04
FY 03/2008 4.41

* Pianissimo and Premier have been sold as D-spec products since March 2006.
Bevel Flair have been sold as D-spec products since December 2006.
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Japan Tobacco Inc. Clinical development (as of August 9, 2007)

Code Stage Indication Mechanism Characteristics Rights
JTT-705
(oral)

Phase1(JPN) Dyslipidemia CETP inhibitor Decreases LDL and increases HDL by
inhibition of CETP
-CETP:Cholesteryl Ester Transfer
Protein, facilitates transfer of cholesteryl
ester from HDL to LDL
-HDL:High density lipoprotein, Good
Cholesterol
-LDL:Low density lipoprotein, Bad
Cholesterol

Roche (Switzerland)
obtains the rights to
develop and
commercialize this
compound worldwide,
with the exception of
Japan.

JTT-130
(oral)

Phase2(JPN)
Phase2(Overseas)

Hyperlipidemia MTP inhibitor Treatment of hyperlipidemia by
reducing absorpiton of cholesterol and
triglyceride via inhibitioin of MTP
MTP:Microsomal Triglyceride Transfer
Protein

JTK-303
(oral)

Phase1(JPN) HIV Integrase inhibitor Integrase inhibitor which works by
blocking integrase,  an enzyme that is
involved in the replication of HIV
(HIV:Human Immunodeficiency Virus)

Gilead Sciences (U.S.)
obtains the rights to
develop and
commercialize this
compound worldwide,
with the exception of
Japan.

JTT-302
(oral)

Phase2(Overseas) Dyslipidemia CETP inhibitor Decreases LDL and increases HDL by
inhibition of CETP
-CETP:Cholesteryl Ester Transfer
Protein, facilitates transfer of cholesteryl
ester from HDL to LDL
-HDL:High density lipoprotein, Good
Cholesterol
-LDL:Low density lipoprotein, Bad
Cholesterol

JTT-305
(oral)

Phase2(JPN)
Phase1(Overseas)

Osteoporosis CaSR antagonist Increases BMD and decreases new
vertebral fractures by accelerating
endogenous PTH secretion via
antagonism of circulating Ca on CaSR
in parathyroid cells
-BMD: Bone Mineral Density
-PTH: Parathyroid Hormone
-CaSR: Calcium-Sensing Receptor

JTT-552
(oral)

Phase1(JPN) Hyperuricemia URAT1 inhibitor Decreases serum urate concentration by
increasing  urinary urate excretion via
inhibition of URAT1.
-URAT 1: Urate Transporter 1

JTT-553
(oral)

Phase1(Overseas) Obesity DGAT1 inhibitor Reduces fat absorption from the small
intestine and inhibits fat synthesis in
adipose tissue via inhibition of DGAT1
-DGAT1: Acyl CoA: diacylglycerol
acyltransferase 1

JTT-651
(oral)

Phase1(JPN) Type 2 diabetes mellitus GP inhibitor Decreases blood glucose by suppression
of glucose output from liver via
inhibition of GP
-GP:Glycogen Phosphorylase

      Development of JTT-551 was terminated.

      JTT-651 entered into clinical trial stage in Japan.

 Changes from the previous announcement on April 27, 2007:

      JTT-553 entered into clinical trial stage overseas.
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