Altadis Cigar

Returning the US Market
to Growth

Fernando Dominguez
Cigar C.0.0.

London, December 151, 2006

+ Altadis

%
Y
h
\
®

www.altadis.com




Altadis Cigar Division Overview

m Altadis is the worldwide leader in the cigar sector, being also
’ge I.ee)lder in 3 of the major cigar markets (United States, France,
pain
m |s the number one in the Premium Segment worldwide through
Habanos brands.

m The cigar products of the company are present in more than 120
countries around the world.
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Altadis Cig

ar Division in 2005

Volume 3.4 bn units

Economic Sales (220/€° i?g:::lp’s) C
EBITDA (21 ;; i?g'::)rl‘m’s)

EBITDA Margin (+3.1 pozifl-t?s‘)/:/s. 2004) §
Headcount (37%1<:)1*,7c;6r%up’s)

Unique porifolio of brands
and products

Portfolio upgrading and
cost efficiency

Innovation and maximum
quality
Solid distribution network
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Altadis Ciqar: Porifolio Upgrade

Cigar Sales (€) by SEGMENT

1999: 520 M€ 2005: 774 M€
Little
Cigars
Littl 2%
Cilga?s Sheet |
4% Premium Wrapper Premium

18% 23% 28%

Sheet
Wrapper
31%

Natural

Natural Wrapper
Wrapper 47%
47%
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Altadis Cigar: Growth Development

—— EBITDA (*) —8— Economic Sales
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1999 (Prof) 2000 (**) 2001 2002 2003 (***) 2004 2005
%EBITDA 156 16.9 20.5 22.7 23.3 25.6 28.7
argin (%)
(*) From 2004 EBITDA prepared in accordance with IFRS
(**) Acquisition of 50% HSA and merger of USA entities
(***) Acquisition of 800 JR Cigar Altadis



Altadis Cigar: Sales

2006 YTD September
Economic Sales breakdown (€)

@GS USA France
@S Habanos (50%) @S Export
@s Spain @S Other Sales
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U.S. is the Largest Cigar Market in the World

Main Markets (1)(2)

- m USA
S @ Germany
o O France
% B Spain
E UK
O Bel/Lux
O Netherlands

2005

(1) Source: ECMA and TTB
(2) Including Little Cigars and Eco-Cigarillos
Altadis



U.S. Tobacco Market Dimension

Consumer Expenditures 2005
(Billion of Dollars)

82.0

3.2 3.7
I I I I
Cigarettes Cigars Other Tobacco
Products
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U.S. Market Segmentation

Sheet-Wrapper

Natural-Wrapper

Premium/Super-

SEGMENT Little Cigars Mass-M:_arket Mass-M?rket Premium Cigars
Large Cigars Large Cigars
RETAIL PRICE  $0.05 - $0.12 $0.15-$0.60 $0.30-$1.65 $1.00-$20.00
i mMachine-made =Machine-made mHand-made
mMachine-made mNatural
aMan-made mMan-made wrapper mNatural
DESCRIPTION binder and wrapper and
wrapper wra mGenerally man- :
] pper ) binder
=Short Filler aShort filler made binder aLong filler
aShort Filler g
/ Dutch Masters ;
b {fl (PHILLIES A
H‘ﬂjh[lﬂlt:i]'ﬂ._
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U.S. Market: Positive Trend Fueled by

Innovative Products

10 - Large Cigar Sales
9.0 (Units)

Billions of Cigars

1920 1930 1940 1950 1960 1964 1970 1973 1974 1975 1980 1985 1990 1995 2000 2005
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U.S. Market: Current Growing Trend After

1994-1997 « Boom »

Premium Cigar Imports
(Units)
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U.S. Market: Dynamic Growth Due to

New Entrants to Cateqgor

Little Cigar Sales
(Units)
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Altadis U.S.A.: The Market Leader in the Large

Cigar Segment

2005 Large Cigar Market Share
(Units)

Others
14%

Altadis
34% Swedish Match
9%
Middleton
16%

Swisher
27%

Source: Altadis Estimates Altadis
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Altadis U.S.A.: The Market Leader in the Large

Cigar Segment
Altadis USA has 6 of the top 10 selling brands

Cigar Rank Cigar Brand Company

1 Swisher Sweets Swisher

2 Phillies Altadis USA

3 Middleton John Middleton
4 Dutch Masters (1) Altadis USA

5 White Owl Swedish Match
6 Backwoods Altadis USA

7 Havatampa Altadis USA

8 Garcia y Vega Swedish Match
9 Antonio y Cleopatra Altadis USA
10 Muriel Altadis USA

(1) Dutch Masters is the Number One in Natural Wrapper category.

Source: The Maxwell Report 2005 Altadis
14
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Altadis U.S.A.: One of the Key Players in the Little

Cigar Segment

2005 Little Cigar Market Share
(Units)

Others
43%

Altadis
15%

Lane

Swisher 10%

32%

Source: Altadis Estimates
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Diverse Manufacturing Locations

McAdoo
(PENNSYLVANIA)

Richmond
(VIRGINIA)

Tampa

Fort Lauderdale (FLORIDA)
(FLORIDA)

(Headquarters)

La Romana
(DOMINICAN REP.)

S

Cayey, Comerio
(PUERTO RICO)

Santa Rosa de Copan
(HONDURAS)

Altadis
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Continues Leading Innovation

®m Product innovation (flavored cigars, sizes, packaging,...)

supported with aggressive marketing has proven to be a key in
producing sales results

New products in 2006

PHILLIES - Dutch |
Masters.

Grape Masters Collection
HONEY PALMA

PHILLIES

: Natural’CdnnecﬁcutWrapper' ]

Grape

PHILLIES:

CIGARILLOS TUBES
WATERMELON
4 Cigars Pouched For Freshness ‘ g

yr | SURGEON GENERAL WARNING:

M CLGAKS Tobacco Use Increases The Risk

Of Infertility, Stillbirth, And

Low Birth Weiaht.

L
/l'«.a. o iy v, N o e O AARTES NG Lan

PUILLIES,
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Altadis USA Domestic Sales
(Units)

2005

Premium
& Natural
34%

Premium
1999 & Natural

23%

Sheet
66%

Sheet
77%
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Altadis USA Domestic Sales
(Dollars)

2005

Premium
& Natural
63%

Premium
1999 & Natural
52%

Sheet
37%

48%
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Access to the Market

® Premium Cigars:
Sold primarily in tobacconists, mail order, and internet
- Over 3,000 tobacconists buy directly from the company

m Mass Market Cigars:

Sold primarily in convenience stores, cigarette/tobacco stores,
mail order, chain drugstores, mass market discounters,
independents and wholesalers

- Over 1,500 wholesalers and chains buy directly from the
company

Altadis
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Kevy Drivers

m Our people and their dedication

m QOur dedicated Sales Force

m Portfolio of well-known brands

m Major presence in every sub-category of cigars
m Creativity of new products and concepts

®m Focus on margins

m Speed to market — fastest in industry

m Speed to meet competition when required

T , i T -
» Altadis USA.| P

Maker of Eine Cigars 8

Altadis
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Altadis U.S.A. Performance
—o—EBITDA —8—Economic Sales

(Million $)

CAGR: +14.0%

EBITDA Margin: +41%
or 1,000 basis points

1999 (Prof.) 2000 2001 2002 2003 2004 2005
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