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MERCHANDISING PRINCIPLES

Purpose
This document draws a framework and provides the philosophy for local

merchandising guidelines creation based on existing best practices

Markets are encouraged to establish guidelines for each of the principle
subject points addressed herein

Our CompanyGlobal Merchandising Principles are a tool focal marketsto use in
establishing marketappropriate guidelines and are not intended to be a
required, standard solution for all markets
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Opportunity / Issue Iteration
With increasing marketing restrictions, retail brand visibility is critical

In many markets our visibility is optimized where sales force has specific
merchandising guidelines that are in line with bothur Companyand market strategy

Global brands must be treated within consistent global brand values yet local

markets have individual and specific needs due to varying brand portfolios
and market leadership positions

Solution

Our Companywlerchandising Principles
Establish key fundamental components of merchandising
Principles established collaboratively between Trade Marketing and Marketing
Principles establish consistent global brand values to build visibility and equity
Markets use to set appropriate markespecific merchandising guidelines

Communication and supporting tools to assist Regions / Markets with guidelines
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Merchandising Principles address:

Product merchandising

POSM placement / maintenance / removal

Responsible merchandising
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Key Elements of Product Merchandising

Category Location and Size

Inventory

Share of space guided lyompanyposition in market
Layout

KeV Elements ePO SV IMerchiandiSing
Eixture Strategy-andiocation
Permanent-and temporany displays
Promotions-and-Sales Cyclie actvities
SIgNS- Interior. and exterior
POSM maintenance and removal

Key Elements of Responsible Merchandising
Marketing Code [Policy<C04]

YSP objectives




PRODUCT MERCHANDISING

Cateqgory Location and Size

One category located in one area of the outlet

Size recommendation based on market inventory needs (ROI), where achievable

Cigarette category typically located at the primary transaction point

Maximum category and product visibility is important as ad bans increase

Achieved optimally via backbar / backwall category location in waitkstores
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Inventory displayed for sale

Pack visibility is essential; use as a method of representing brand size / preference
In developed markets:
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Companyshare of space established by trade program (ideally basedki share)
Achieve no Ouof-Stock objective

EachCompanybrand should be allocated enough space on the fixture to ensure there are ne
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All space allocated tccompanybrands should be stocked full and appropriately labelec
Educate the trade not to defac€ompanyproduct with stickers (pricing or otherwise)

Retailers should carry sufficient stock for each SKU (varies by delivery frequency)

Retailers should have a methodical ordering process (e.g., order book)
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Product merchandising strategy should be guided®@gmpanymarket share (and/or
outlet share / segment share, if data and strategy support)

CompanyMarket Share Visible Product Merchandising Space
< 30 share space > share
30-60 share space = share
> 60 share space<share

Global brands (especially Marlboro) should always be given premium position and
look, regardless of market share in order to ensure their global equity

* Local regulations take precedence



PRODUCT MERCHANDISING

Product Layout Option #1: Manufacturer Block Approach

Strategic, specific layout for eadBompanybrand location supported by research Although
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Philip Morris brands and brand families located together
[ 2y adzY SINS @SSteéS IAPSY IANBIF G O2yaARSNI GA2Y
Placing brand directly beneath / beside signage (where applicable) optimal
Off-set or separateCompanybrands from remainder of category
Brand layout follows a left to right* sequence ordered by:
Price(from the most expensive to the cheapest brand)

Flavor segmentbeginning with full flavor to ultralights, followed by Menthol in the
same flavor sequence)

Pack size

Merchandising Guidelines should be applied consistently across an entire market witl
minimal regional variation

Rationale: Helps train consumers to spot brands quickly because key brands are always in
same place and merchandised the same way from store to store

* Except for markets where reading and writing direction is right to left
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