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Operator

Thank you for standing by and welcome to the Q3 IMS Statement Conference Call.  At this time all participants are in a listen-only mode.  There will be a presentation followed by a question and answer session at which time, if you wish to ask a question, you will need to press star one on your telephone.  I must advise you that this conference is being recorded today, Tuesday, 22nd October 2013.  I would now like to hand the conference over to your speaker today, Rakesh Kapoor; please go ahead sir.
Rakesh Kapoor – Reckitt Benckiser
Good morning and welcome to Reckitt Benckiser’s Third Quarter Results Conference Call.  I will take you through a summary of today’s announcement and then Adrian Hennah, our CFO, and I will be pleased to take your questions.  Remember that this is a trading update only and our announcement is therefore an interim management statement rather than a full set of results.  We had a strong third quarter in what have been challenging market conditions.  Growth has been driven by a continued focus on health and hygiene categories which, on a like for like basis, do 8% and 7% respectively.  This is achieved through a combination of innovation, brand equity building initiatives and stronger in-market executions.  Consequently we saw very good growth in many of our brands across both these categories, in particular Mucinex, Nurofen, Durex and Scholl performed well in health whereas Dettol, Lysol and have strong performance within hygiene.  This was tempered by a flat result in the home category in a challenging consumer and competitive environment.  We did however see good growth in Vanish and further stabilisation of shares in a number of markets and, in particular, Europe driven by penetration by programmes such as our new Vanish (unclear) exchange campaign.  
On a geographical basis, our business continues to perform very well in emerging market areas although in small market growth conditions.  Going forward, we continue to believe the medium term case for the emerging markets remains intact and we will continue to invest to drive growth and out-performance.  We now have a relative performance at +2% and I’m pleased to say that with the exception of Southern Europe, all of our European regions have returned to growth.  As I have said all along the challenge of our industry is to grow both in emerging and developed markets, I am therefore very pleased that our streamlined organisation structure and increased investment behind our brands have now delivered five quarters of growth within (unclear).  
Our acquisitions continue to track ahead of (unclear) expectations and (unclear) synergies are being invested back into the brands to fuel growth.  In [some] for the group, excluding RBP, we grew +5% on a like for like basis in the quarter and +7% in total.  On a year to date basis, like for like growth was +5% with net MNA contributing +1%, all excluding RBP.  

Turning to RBP, there are a number of things to update you on.  Firstly, I’m pleased to say that our [firm] share in the US has held very well during the year, with the latest [read showing] our volume market share of around 68%, virtually unchanged since the launch of generic tablets in March of this year.  The market growth continues to be very strong.  Secondly, we are commencing a strategic review of RBP; as we’ve said before, some [clients] following the launch of generic tablets would be the right time to look at options for this business.  This is the right time because our [firm] share has been in the market place for just over [three] years and has gained wide acceptance from patients, prescribers and [payers].  We have [the] global infrastructure following addiction treatment business, following our buy-back of distribution rights for (unclear)

outside of the US two years’ ago, and our investments in the pipeline position us with the opportunities to grow with [providing new] platforms in time to come.  What does this strategic review entail?  Well, it entails us considering all options that may be available.  The number one priority is to maximise value for our shareholders and, while this goes on, we want to ensure that we stay focussed on delivering against our current business objectives.  We expect to update shareholders during the course of 2014.  
So to conclude, we have had a strong Q3 in market conditions which continue to be challenging with high-quality health and hygiene led growth.  We continue to work hard on strengthening our core business by making the right strategic choices, executing them well, while making this business even stronger for future success.  Our acquisitions are performing ahead of [in –going] expectations and consequently we now believe that we can achieve full year targets of at least 6% total net revenue growth, including the net impact of MNA, and maintain our (unclear) operating margins, both these targets exclude RBP.  With that, Adrian and I will be pleased to take your questions; can we have the first question please?

Questions and Answers

Operator

As a reminder, if you would like to ask a question, please press star one on your telephone.  If you would like to cancel your request, please press the hash key.
Your first question comes from Pablo Zuanaic; please ask your question.
Pablo Zuanaic – Liberum Capital
Yes, good morning everyone.  Look three quick questions, number one, the health growth 8% has been very good but slower than the first half, can you just give us a sense of why this low down and how should we think of the business going forward?  Number two, briefly, in terms of a guidance increase, can’t you just add a bit more colour in terms of what were the decisions that are doing much better than expected, that help increase that guidance – and any colour there would help?  And then number three, regarding the sale of RBP, well the strategic review of RBP, obviously the market [likes that] the stock is up 5% today, I guess you’re in a position right now that pretty much (unclear) will have to be sold or else the market will be not very happy with that.  But the question really, Rakesh, is, why now?  And the reason I ask that, generics started in the early (unclear) but you still have a number of [threads] that are coming in 2014, like the [Soupsol] tablets [Morexo], the BDSI [Film], a potential generic [Film] and perhaps even more generic tablets?  I mean it sounds like it may be too early to look at a strategic review given that number or mounting threads, thank you.
Rakesh Kapoor – Reckitt Benckiser
Right, let me just go through each of those, Pablo thank you for asking these questions – I was scared that nobody would ask a question today which would be very disappointing, so thank you for breaking the ice.

Health 8% up, growth is very good, you know, I don’t want to compare previous quarters or any particular quarter - I think 8% growth on healthcare is a very good result.  And I think we are pleased with that because if you look at the health performance, and I called out this Mucinex, Nurofen, Scholl, Durex, you know all our key brands have done very well.  And, you know, I don’t think this has been a quarter where you can smell any external factors, so a lot of this is driven really because we have a good innovation pipeline going through, we are investing behind the brands, we are investing behind the capabilities and I think frankly this is a good result.  I don’t want to compare figures [quarter] to say whether it’s a slow-down or otherwise, I think we should just take this (unclear) which is where the comparison is, and 8% is a good result.  
And your second question was about the guidance and what is behind the guidance.  I said to you that I think we are seeing a very good start to our acquisitions ahead of our [in-going] expectations, we have done very well in bringing these businesses, synergising them  well, deriving some more synergies than we were expecting and investing them back behind the brands to fuel growth which of course is our first instinct.  And when you see all of that you’ll believe that, you know, there is cause to believe that we are going to now at least achieve at least 6% growth, so, you know, if you remember the last time we spoke about our full year, we have said that we expected to be at the upper end of the 5-6% range and today we believe, given the strength of the acquisitions, performance we have done, we should achieve at least 6% in that revenue, so actually what is behind this latest guidance.
And the final question is why now?

Pablo Zuanaic – Liberum Capital
And I’m sorry to interrupt; can I ask here, is it more [shift] or is it more the [divide the OTC business] in emerging markets, can you give some colour there, if there is one more [helping] than the other?

Rakesh Kapoor – Reckitt Benckiser
Right.  No I think, first of all [Schiff] is the largest component of the three MNAs as you know, and Schiff is doing really very well; the other two acquisitions are also doing well but, you know, so I would not say whether it’s Schiff of the others – all the three acquisitions are really doing well.  And Schiff of course is the longest standing in the sense that we acquired that business late last year so we’ve had more time on Schiff while since the others, and particularly in comparison with BMS which only came to us some time in May.  So I think Schiff of course is doing very well but all the three are doing well, so that’s actually what is behind this change.
So the final question was about strategic review and I would say that, you know, three years after the launch of [Film], the film has shown to be incredibly resilient to both generic tablets and perhaps all the competition that we have seen so far.  We don’t under-estimate competition; competition is a fact of life, it’s a fact of life in our current business, in our core business it’s a fact of life and competition does come in and go out, that happens all the time.  So I don’t think we are guided by this quarter’s competition versus the next quarter’s competition.  I think what is more important is to realise that over the last years we have now created a very strong global addiction treatment business, it’s a business that has proven to defy all odds, it’s a business which has shown resilience because, let’s face it, you know, a few months ago you will have wondered whether Film will have a meaningful share of the market.  Eight months ago you wondered whether Film would be able to withstand the competition from generic tablets.  Eight months… four months ago we were all wondering whether market growth rates will be still robust in this whole arena.  All of these things have proven to be, you know, strong and I’m very pleased that not only have we created a global addiction treatment, this business has proven it’s resilience over a number of years, this business is growing at a very health rate, this is largely an under-served market and we have created a capability which is frankly beyond just the physical infrastructure and the relationships that we have with patients and with prescribers – I think this is a company where the people are incredibly, I would say fantastic, this is, you know, sometimes estimating companies.  We underestimate, I’ve said it before, people underestimate companies that are not run just by strategy, they’re run by people, and I think in my case I would very strongly endorse that the RBP, RBP team, is a fantastic team.  So we are talking about a business which is a very good shape.  Secondly, we have invested behind the pipeline over the several periods before and, you know, of course I’ve said that we will update the market on the pipeline during the course of 2014 and the pipeline should add, you know, growth platforms to this business in the future.  So we are talking about a business which has proven to be incredibly resilient and invariably strong, and I do believe, as I’ve said before, that this is a sustainable business.  And now is the right time because we said that some time after the launch of the Film, of the generic tablets, would be a good time to assess whether or not the Film proves to be [resilient], and if it does, as it has actually done, we should look at the strategic options for those [business as well], I think the timing’s absolutely exactly as I had talked about in the past, this should not come as any surprise at all to anyone.  And you know we are talking about the strategic review now with greater confidence that we might have ever done before.
Pablo Zuanaic – Liberum Capital
Thank you.

Operator

Your next question comes from Harold Thompson; please ask your question.
Harold Thompson – Deutsche Bank
Yes, good morning everyone, I’ve got two questions.   The first one, Rakesh, you mentioned that all of your deals have done better but clear Schiff is the biggest and the one you’ve owned for the longest; I guess it’s been too early for new products at Schiff to help that success so could you just explain the types of decisions and actions you’ve taken that have helped, I guess, [both] the top line, especially perform better than you would have expected.  My other question is in RBP, I mean when I heard of this business, I think ten years ago, I couldn’t even spell it, and it’s done way better than anyone thought possible five/three years ago even, what skillsets or skills has the RB culture, I guess, helped that success to date and I guess by [comparison] what would have happened if it had been owned by somebody else, do you think it would have been as successful?  Thank you.

Rakesh Kapoor – Reckitt Benckiser
No.  That’s a cruel question, the second one, but let me just go through this.  The first question is about Schiff, what is behind the better than ingoing expectations?  I think we’ve been owners of this business for under and year and during that period of time I think what we have done are getting the basics on this business executed well, you know, improving our distribution, improving the shelving, improving the range that… on the shelf, we made streamlining really the [four Ps], I mean I’m getting a bit [jargonistic] here, streamlining the four Ps of the business but in addition to streamlining all of that portfolio what we also have done is, and even if I may say so, you know when you have the opportunity to drive growth on brands you also look at whether you can do that also with higher brand equity investment.  So what we have done is increase the investments behind these brands and the increased investment is not just reflected in more media money, or more number of months, actually we’ve invested in longer length [copy], not Schiff was not able to afford more than 10/15 seconds [copy] and what we have is a much more comprehensive explanation of what, for example, Megared does for you.  And we’ve also put some very, very clever, if I may so, digital and other 360 marketing programmes like working in close collaboration with Dr Oz and talking about BMS in a much more holistic way.  So I think in the last 9-10 months we have picked up the basics, executed them much better, invested more behind the brands and I would agree with you, [counter] with you that this is not [MPD] driven.  I also believe that we have not fully run the course of improving the execution and mechanics on the BMS franchise.  And while we have done all of this we have also taken stock of what the BMS opportunity looks like for us, how we can actually create value here for ourselves and for our business and for our shareholders and I think we’re a global R&D and a global category organisation to look at that and hopefully we should look at BMS beyond what we have just created and see where that leads to.  So I think BMS is a good story, I always was keen on this as you all know and I think you know the last ten months have actually confirmed that the choice is right.
Harold Thompson – Deutsche Bank
But do you think you’ve won over anyone who may not have been fully convinced about the role of BMS as a category in the OTC portfolio?
Rakesh Kapoor – Reckitt Benckiser
You know, Harold, I’m going to be very honest with my answer, I don’t think we are looking to win over somebody, I think the big thing here is to win over consumers and to show that you can actually drive this category to create value.  I mean I don’t think I’m winning… there’s no points to be won against somebody else who thinks the other way round, you know I think the most
Important thing is you believe that you can do something good here and I think that’s the most important thing that drives me – if I only looked at who would doubt it I would never do it.  So I think the thing is that we believe this is the right thing to do and we are confirming that this is the right thing to do.  Clearly lots more needs to be done, you know, we’ve just only started.  So I don’t think we should run ahead of ourselves, we are doing well, we are doing better than what we thought, that’s really good – lots more needs to be done.  So that’s where we are on MNA.  And I think the MNA should not only be looked at [Pfizer MNA] etc, I think these are three very strategic MNAs for RB – three strategic MNAs, two very geographically important, Latin America and China, and one important from a category portfolio coverage point of view.  I think that lets move away from numbers and performance to the bigger picture, I think that’s really what we are going for.
The second question was about RBP, we’ve shown to be good owners of this business and I would agree with you, I think we have done a, “We” meaning RBP people have done an incredible job in managing this business, as I said defying (unclear) wisdom and defying expectations.  And I think we will continue to be, you know, focussed on doing, you know… this is not our core business and, at this point in time, having shown the strength of this business, proven the resilience of our business, having invested in the clinical pipeline, creating a global, you know addiction treatment business, I think that it’s a good time for us to take a step back and think about what other options do we have for this business, how do we actually look at the best part of value creation?  And I think this is a [considered] exercise, this is an exercise which needs to be (unclear) and not, we don’t… we’re under no pressure to really to do this except to figure out the answer which serves our shareholder value the best.  So what has made this business successful; is there any of the RB values?  Yes, there are, yes, I would not underestimate it, I think the people of RB, I’ve always said are special, are special, and I think we (unclear) that business in a very special way, we have invested behind the business, we have… you know two years ago/18 months ago we were investing behind clinical pipelines when so much uncertainty existed.  Why?  Because we back our people as much as we back our business opportunities.  And the people are special because they bring the best of RB culture but that is not going to disappear just because, you know, I’ve announced a strategic review; I think I was talking to all the RBP people before the announcement and they are very energised by the idea that this strategic review will give them even greater advantage and opportunities to look at their business in a much more longer term way and I think they are positive about the review, so I think we should all be.
Harold Thompson – Deutsche Bank
Rakesh, just a follow up; I guess you say, you know, the RBP people are special which, you know, in many ways explains why it’s been way more successful than anyone thought, I guess there’s no reason to think they won’t remain special longer term?

Rakesh Kapoor – Reckitt Benckiser
Absolutely.  The RBP people are (unclear) with RB obviously.

Harold Thompson – Deutsche Bank
I know, okay.  All right, anyway, enough of me; thank you very much.

Operator

Your next question comes from Chris Wickham; please ask your question.
Chris Wickham – Oriel Securities
Yes, thank you very much, just three small things really.  Number one, I mean, on Rumea, I was wondering perhaps if you could give us a bit more flesh on how you can cope with those headwinds?  Two is just on the margin guidance that you’ve given us for the full year; I just want to clarify does that include any increased spending rate on investment in the brands, ie on marketing?  And then thirdly, I mean, obviously it’s a long way to go for the conclusion of the strategic review but I mean do you sort of envisage in the back of your mind that if you were to exist RBP that would sort of be pretty concurrent with something coming into the business with an acquisition being made?
Rakesh Kapoor – Reckitt Benckiser
Let me get Adrian to answer these questions, they’re interesting ones.

Adrian Hennah – Reckitt Benckiser
I missed the third one.  Well, [Rumea] obviously 5% growth, pretty much in line with our expectations, I think pretty much in line with the market’s expectations.  Slightly softer markets in the emerging markets, which we’ve seen in line with everyone else, but only slightly.  We’ll also continue with some operational issues which we’ve been flagging for the last several quarters and we’re working our way through in line with expectations so really not a lot to report on Rumea, it’s pretty much steady as she goes, steady in line with the trends that we’ve been seeing pretty much market and operational in the year to date and as we expected and flagged so I’m not sure we really have a got a lot more colour to give you on Rumea.

Your second question was on guidance; could you remind me exactly what it was, I heard guidance and then I missed…?

Chris Wickham – Oriel Securities
Well, you make a comment right towards the end of your release that you say… it’s the last paragraph, sentence actually… it says we continue to expect to maintain full year margins; would that include any increase in the rate going into the second half in the rate of investment in the brands?

Adrian Hennah – Reckitt Benckiser
Yes, it’s… we’re not giving huge amount of detail on this, I mean, our view and guidance has been we have a medium term target of modest improvement in margins and we’ve consistently said that looked at in the round, given the large increase last year that this (unclear) broadly flat this year, and we’re still in that position.  You know we could deliver higher margins at any particular given point in time, that’s really not the point, we manage this business for the long term so we think as much about investing in the business as we do about, you know, sources of cost saving – both of them are extremely important focuses for us.  And so we remain very comfortable with a notion of flat margins this year as part of a [medium term] progression of modest margin improvement.  It really isn’t, I don’t think, helpful to go into each individual component of it and again I guess our emphasis, I repeat, our emphasis is as much on investing in the business as it is on finding cost savings for those investments.
Chris Wickham – Oriel Securities
Okay.

Adrian Hennah – Reckitt Benckiser
Really that’s the context of us that maintaining our guidance was of roughly flat margins this year.

Rakesh Kapoor – Reckitt Benckiser
Right, the third question, I mean I think Adrian didn’t pick it up but I did so I’m going to answer the third question; let me be very categorical, the strategic review of RBP is a stand-alone strategic review without any consideration for anything else and you should not… you should not at all link it to any other strategic, let’s say project we might have or otherwise.  It’s completely de-linked; it’s being done on a stand-alone consideration for what’s the right thing to be doing at this point in time for RBP.

Chris Wickham – Oriel Securities
Okay, thanks very much.

Operator

Your next question comes from Alex Smith; please ask your question.
Alex Smith – Espiritor Santo
Hi, good morning, I have some questions on Suboxone please, firstly on the pricing environments; have there been any changes there, have you changed… or should I interpret the pricing of your [films] as being stable or are there any changes in your group on strategy?  And on generics as well, are they still priced ahead of your film as I think that was at H1, should we expect any change there?  And then in terms of the guidance on RBP I think you guided for sales in H2 to be down in the high teens, obviously it’s down 16% in Q3, should we think that anything should be particularly different in the fourth quarter?  And margins as well, I think you said the margin, well my read was the margin in H2 for RBP would be down more than the margin in H1, have I read that correctly?  Thanks.
Adrian Hennah – Reckitt Benckiser
Yes, (inaudible).  The pricing environment, sort of, (unclear) [Film], no significant changes to update on, (unclear) very easy Alex.  The generics pricing changes, no, this price is, as far as we can see, is still slightly ahead of the film but the discounted prices to the pharmacists are less than the film and that’s been the position pretty much since the launch of the two generics.  The guidance we gave with our half year numbers for the second half of assuming constant market share that there will be a high teens decline in the top line is still our position, you’ve seen it in the… come through in the last quarter and is still broadly our estimate for quarter four and besides if market share remains constant, that is that underlying assumption there and we continue to be of the view that over time we will see some erosion in market share, there really… you know, that will happen – how far and how fast that’s very uncertain as you know – but we remain of the view that it will happen over time.  And similarly our guidance on the margins in respect of RBP insofar as we gave it, it also spans, you are seeing or you saw in the first half and we are seeing now and you will see with our full year numbers the combined effect of sort of reverse leverage when you do get declines in that revenue on that it’s quite a fixed cost business you see negative leverage.  And, equally importantly with our continuing to invest fairly substantially in the clinical pipeline because of our confidence in this business and because a pipeline, is clearly integral to the future of especially pharmaceutical business.  So I think the answer to all four of our questions was either no change or yes Alex.
Alex Smith – Espiritor Santo
Okay, thank you.  I guess given your decision to put the business under strategic review, would you be prepared at this stage to offer any outlook on RBP as we get into the next year or at least maybe you could help us to think about some of the key moving parts around the business as we get into next year?

Adrian Hennah – Reckitt Benckiser
Well, I think we are at the very beginning of a strategic review as Rakesh has made clear, we’ve already said within prior quarterly numbers that we would in the course of 2014 give you greater insight into the pipeline and we’ll certainly stay with that.  And we will also, of course in the course of 2014 update you on the strategic review.  And, you know, more or less information may be appropriate, depending on the outcome of the strategic review but I think we should wait to see what that is before we commit to specific things at specific times Alex.

Alex Smith – Espiritor Santo
Okay, thanks very much.

Operator

Your next question comes from Robert Dickinson; please ask your question.
Robert Dickinson – Citi Group
Hi there, it’s actually Toby McCulloch at Citi.  I’ve got three questions if I could.  Firstly, perhaps can you just remind us where we are on the Suboxone Injectable, where we are in the various phasing of (unclear) there and what your expected timetable is?  Secondly, could you help perhaps quantify the [flu impact in comp] this year and also perhaps give a little bit of help as to how much more difficult the fourth quarter comp is likely to be?  And then thirdly, just a clarification, I guess, guidance coming into the year was for about 100 basis points of net MNA, obviously the acquisitions have been operating better as you’ve said; could you perhaps give us what your current estimate of the net MNA tailwind is baked into your renewed guidance?  Thanks very much.
Rakesh Kapoor – Reckitt Benckiser
Right, let me just start with a few and then maybe Adrian can join in.  So where are we on Suboxone injectable, as we have said we will give you a fuller update on the whole pipeline drug list sometime in 2014.  Suboxone injectable progress is one of that; it’s in progress, there is nothing more to report between clinical periods, you know, you have different phases in clinical pipelines and within the phases of the project there’s nothing more you can add so I really can’t tell you anything more except to say it remains a valid opportunity for RD and we are working on that opportunity.  The second thing is whether the flu impact in the comp… I think that question has been asked and tortured actually in the last conference year in the half year.  It’s very difficult to estimate precisely what the impact is but there has been an impact in the first half result because the season extended well beyond the first quarter, we all know that, so there has been an impact and we have to just acknowledge that – it’s very difficult for me to quantify.  How difficult are the [comps] in the fourth quarter, well we have just given you a guidance of where we expect at the end of the year, I can’t do any more in being granular about the fourth quarter versus the rest of the year, I think you can make your own conclusions – the fourth quarter is part of the guidance.  And you asked me whether the, you know, what is the net impact we expect from MNA given that the guidance has been now at least 6%?  Well, it’s going to be higher than the 100 basis points that I had said – I said 100 basis… about 100 basis points… it’s going to be higher than the above 100 basis points.
Adrian Hennah – Reckitt Benckiser
Yes, we’ve got to be sensible about that lot, you know, it’s going well but 100 basis points, even if you doubled that which we’re not doing, you’ll only get to 200, so (unclear) measured about this and we clearly haven’t doubled it.

Rakesh Kapoor – Reckitt Benckiser
Yes.  But it’s still higher than the 100 basis points, but I don’t think you should read much more than that.

Adrian Hennah – Reckitt Benckiser
Yes.

Robert Dickinson – Citi Group
Okay, that’s useful, thanks very much.

Operator

Your next question comes from Guillaume Delmas; please ask your question.
Guillaume Delmas – Nomura
Good morning gentlemen, three questions from me.  The first one it would be under cost of doing business in your categories because clearly as was the case in H1, it seems that from your press release that you’ve continued to increase your BEI in Q3?  You’re also mentioning one of your competitors being highly promotional in the US haircare category.  So my first question is are we witnessing an increase in the cost of doing business in your categories or would you expect these levels of investment to normalise next year particularly with input cost being less of a tailwind?  My second question is on Mucinex; you were saying in the press release that it has outperformed again in the third quarter so should we read into that that basically there’s pretty much no impact from the private label product launch by Perrigo earlier this year?  And finally on market growth, I mean you’ve been one of the first companies to call out the slowdown in emerging markets, however it seems you’re being even more vocal in today’s press release about the slowdown in Lapac and Rumea so I was wondering whether you’ve seen [sequentialist] in getting more challenging in emerging markets?  Thank you.
Rakesh Kapoor – Reckitt Benckiser
Right, let me just see if we can this through; the cost of doing business in that category has not changed, you know, versus what it has been.  The markets that we operate in are intensely competitive.  You know they’re competitors for us as much as we are competitors for others.  So I don’t see that the cost of doing business in that category would now increase substantially versus what we’ve been seeing over the last years.  And I would not offer any guidance to you about whether or not our investments next year will normalise or they will not normalise, I think we’ll come back to that question in February.  Regarding Mucinex; Mucinex just had a good third quarter and I would just want to point out that each time you… we’ve all talked about flu which is the right thing to do, to really understand what dimension that has given us, I think I’ll also point out that Mucinex has also been injected with some of the best innovation that we’ve had over a number of quarters and, by the way, if, you know, we’d had generic entry let’s say two years ago or something like that, I think the Mucinex, you know, will have been far more impacted I would say versus where we are today where Mucinex has run a very diversified portfolio which consists of course of the [core congestion products] but also has cold and flu (unclear) and now Night Time.  So I think the Mucinex range is now a broad range and, although we still haven’t seen the full impact of private label on the core… not core, one part of the range of Mucinex, [simply] because really they’ve been off season so far but even when there is an impact it is going to be less so with a very diversified range of Mucinex versus what it would have been if we didn’t have that innovation going in for us.  So we continue to innovate behind Mucinex, we continue to invest behind the franchise and I think that’s the good story about Mucinex.  There was another question I think… what…?

Adrian Hennah 
(Overtalking) emerging markets, you know, are they getting tougher, I’m not sure if we fully understood your question Guillaume, I mean we have seen some softening in the emerging markets we service just like you’ve seen from a hundred of other sources, we’re not an [outlier] in there, but we continue to pull way in that context, we haven’t seen any significant discontinuity, we’ve seen, you know, a gradual softening which has been going on for some time frankly, so no… we would confirm that there’s slight softness and no discontinuity though in what we can see.
Rakesh Kapoor – Reckitt Benckiser
Yes, I think what Adrian and I would want to say is that there is no suddenness here, I mean, if you guys are saying like oh my God did something crash land in the third quarter I would say no.  I think we have seen this trend and we’ve been talking about this trend for two years now.  But nothing sudden.  And I think that we should expect that, I mean, the headlines are there, you know you’ve got macros in emerging markets are much tougher and no business can claim to be perfectly immune from those macros even though we have fantastic opportunities for driving penetration, driving our brands, but nobody can be immune from the macros.  That’s one context.  The other context I think I’ve always at pains to point out is no matter how big you are in emerging markets or not, there’s still a substantial business you all run beyond emerging markets, that’s called developed markets, and I think the challenge of our industry is not just to find that 100 basis points of extra growth or otherwise in emerging markets is to find ways of growing sustainably developed markets.  Why should we give up on those markets?  Why should we figure out how (unclear) much better with innovations?  How to drive our brands more, you know, more consistently?  And I think for me the pleasing aspect is not just how resilient and good our business is in emerging markets, is the five quarters of continuous growth in [INA] and I think that’s why, you know, we have a much more comprehensive [look] at our business opportunities, geographically of course through a brand portfolio and that’s what I’d like to point out again to you guys.
Guillaume Delmas – Nomura
Thank you very much.

Operator

Your next question comes from Pinar Ergun; please ask your question.
Pinar Ergun – Merrill Lynch
[…that you’re in phase two] trials of injectable Respiridone and antipsychotic, this is a different area from (unclear) addiction treatments, could you please help us understand the opportunities in this rather highly [genericised] market and, more importantly, how your investments in the pipeline tie in with your strategic review of the business?

Rakesh Kapoor – Reckitt Benckiser
Thank you Pinar.  I just only heard part of the question but I think I can guess the whole question.  The question was probably you’ve just picked up that there is a pipeline project in phase two which is about an injectable Respiridone and how that fits in from the strategy point of view and how does it fit in from the strategic review point of view?  Well actually the whole starting point of the pipeline is really creating an injectable version of the opioid dependency [drug] and actually through the technology that we bought in-house and that’s what our [primary] pipeline project is.  But during the course of the pipeline we also saw an opportunity of looking at that injectable delivery technology with Respiridone which is a known ingredient for schizophrenia and to look at that to see whether we could deliver better patient outcomes with an injectable which [is of course] a monthly product, and that we have invested in phase two for that technology.  So I think we are not discovering new molecules here, we are just applying delivery technology; a monthly injectable technology into another area which we believe is an interesting area for us.  And we’ll come back, like I said to you, in 2014 to talk about some of those opportunities and see how, and describe to you more holistically what that means for RBP.
Pinar Ergun – Merrill Lynch
Okay, thanks.

Operator

Your next question comes from Erik Sjogren; please ask your question.
Erik Sjogren – Morgan Stanley
Yes, good morning, Erik Sjogren at Morgan Stanley here; just two quick questions.  Firstly I just wanted to ask you about the competitive environment you’re seeing in the [INA] region, particularly in North America, whether you’ve seen any changes there?  I mean you mentioned the [Erica] business.  And the second is I just wanted to come back on the VMS market, you mentioned there had obviously been, well, doing very with Schiff earlier on here, is there something specific about the US in VMS or do you see potential in other regions here too in this market?  Thank you.

Rakesh Kapoor – Reckitt Benckiser
Right, okay, so the competitive environment in the US remains as it has been, I mean I don’t think I can report anything new.  And we perform well, quite well in the US too, so I think nothing new really to report in the US.  In terms of VMS, I think we should, we will take a step first to understand this category more holistically.  As I said we have committed some resources to look at it and then we will come back and give you an assessment of how we this currently for RB and where we see the opportunities and how we believe we can leverage those opportunities.  I think it’s too early for me to comment on anything beyond Schiff, the US at this moment, except to say that we are looking at it.
Erik Sjogren – Morgan Stanley
Thank you very much.

Operator

Your next question comes from Robert Dickinson; please ask your question.
Robert Dickinson – Citi Group
Hi there, its Toby McCullough again, just a quick follow up on RBP margins between first half and second half.  The second half, and obviously you’ve clarified again today that they’re going to be lower than the first half, if we look back the first quarter clearly benefited or probably benefited from channel fill prior to cessation of the tablets which were very much higher margin, the second quarter was first quarter of generics and the first half was down, what 650 basis points or so, so I suppose the simple maths would be perhaps to say that we’ve got two full quarters of generic competition in the second half of the year, so should we just be doubling that [end bag]?  I suppose one of the big unknowns or, for me is, how… there was a big step up in the pipeline innovation investment, to what degree was the first half margin decrease influenced by the negative mix on generics or… and therefore the amount that’s going to be incremental in the second half and to what degree was the reduced margin that related to the step up in innovation investment, in which case we already had a full half of it in the first half?

Adrian Hennah 
Yes, there’s a little too much detail, I think, Toby to get into any response but I think what we did say at the half year was exactly as you were implying that you had to [split] the first half down into two quarters because the second quarter was significantly affected by the top line coming down whereas the first quarter wasn’t.  And the second quarter was a much better guide in terms of profitability to the second half although you had to break it up, you know, you had to do your own analysis to break the two together and I think, you know, a lot of analysts have done that and they’re getting to the right zones.  But both elements are contributing to the reduced margin, both the negative leverage and the investment in the pipeline.  But beyond that in terms of breaking up, which contributes which, we’re not going to get into that level of detail Toby.
Operator

Your next question comes from Alex Howson; please ask your question.
Alex Howson – Jefferies
Morning everyone.  Two questions; relating to pharma, can you tell us what proportion of the business, of the sales at the nine month stage, are actually non-US and perhaps provide some colour on that non-US growth profile?  And just a little more detail on the size of the fixed costs within the pharma business in relation to the total cost base would be very helpful as well?  Thanks.

Adrian Hennah 
Sure. We don’t disclose exactly what the non-US business is but it is relatively small.  I mean it’s meaningful, it’s a meaningful pharma business but it is relatively small compared to the whole… compared to the US business, and it’s the US business which shapes the numbers substantially.  However, I think that in itself is an opportunity because intrinsically there is nothing about European or other parts of the world that make them less subject to opioid addiction and as we look to the future that’s an extremely important area.  In the short term, it’s quite challenging in a growth context, just as we had to work on the US business over… on the US market over a decade to get it properly established, that the treatment for addiction outside of clinics, so there is the same challenge in Europe.  So it is in the medium and longer term a significant growth potential; in the short term the markets are challenging, as indeed, you know, particularly in the case of Europe, they are for all pharmaceutical companies at the moment.  So I think the answer to your question (unclear) non-US relatively small, short term there is growth opportunity but it’s a challenging environment; in the medium term we see a very significant opportunity for this business outside the US.  In terms of quantifying the fixed costs in RBP, again we’re not going to go down that route but this is a specialty pharmaceutical company and it has the economic structure, the cross-structure that is typical of a specialty pharmaceutical company.  You know there is a lot of activity we have in the field dealing with physicians, a lot of clinical liaison people as we call it, actually supporting doctors which are a very large part of the business model of a company and they clearly are fixed costs and that is what… and that distinguishes it from… quite significantly from the rest of our business.  So again, we’re not going to give numbers to it but it is a relatively high level of fixed costs compared with the rest of the RB business as you would expect from its business model.
Alex Howson – Jefferies
Okay, thanks.  Actually to push you a little bit on the non-US sales within the pharma business, would it be fair to say that its less than a quarter of the total sales within the pharma business and also how do the margins look in comparison to the US business?

Adrian Hennah 
Yes, I think it’s (unclear) less than a quarter but we’re not going to disclose relative margins.

Rakesh Kapoor – Reckitt Benckiser
But well you know what you need to do is just basically look at what we have disclosed some time in 2011, mid-2011, up to break up of US versus non-US, that’s the time when we had just got our hands to the (unclear) business and I think you can run your own projections from there in terms of what growth rates we would have had in the US versus non-US.  Non-US I think has (unclear), Adrian pointed out, is a step forward because of our improved volumes and how we are managing to still find some growth in the market, but a step back because of pricing or some steps back at least.  And the US business over the last three years I’m sure the trajectory is clear to you.  So, we should not go beyond that but to give you this kind of way to think about US versus non-US.

Alex Howson – Jefferies
Okay, thanks very much.

Operator

Your next question comes from Pablo Zuanaic; please ask your question.
Pablo Zuanaic – Liberum Capital
Yes, thank you for taking the follow up.  Look three quick questions; number one, as part of your strategic review [while you’re still owner of RB pharma] is there any scenario given the new competition that you would re-introduce the [Suboxone tablet]?  That’s point number one.  Point number two, given the changes in the US with the Affordable Care Act, also called by some Obama Care; do you see any impact from that in the Suboxone business, whether positive or negative?  And then number three and last, more in general terms while we are in the subject on divestitures and strategic reviews, are there any, you know, large chunks worth mentioning in the core business that could also be reviewed, like for example you know, the food brands, or even parts within the [laundry] portfolio within the portfolio brands, if you can comment on that?  Thank you.
Rakesh Kapoor – Reckitt Benckiser
Let me just try and answer these questions.  I don’t think we are going to talk about, you know, what our product portfolio strategy should look like, what the [plenical] pipeline should look like today on RBP, so I’m not going to answer really a question which says are we going to re-introduce tablets because it’s a very [wide] question really here.  We will look at the right thing to do for RBP based on what’s right for patients, what’s right for the business, what’s right for shareholders.  Regarding the Affordable Care Act, the Obama Care Act, I don’t personally think that this is going to have a very significant impact in the market; there might be modest, it might just be modest, but I don’t think, for example, the [growth chase] of the market are going to jump from 10%, for example, to 20 or 15 or 18.  I think this is… it is very difficult… to my mind it will be very difficult to even notice the difference in the market caused by the Affordable Care Act.  And the final question was are you also looking at, you know, some other strategic reviews in the business on your core etc; we always look at our portfolio strategy and we have announced a portfolio strategy and as a part of the portfolio strategy we have announced in the past the removal of our private label business, we’ve announced today the strategic review of, you know, of the RBP business which is a slightly different way of looking at our portfolio, and the last bit we have done is we have streamlined our footwear business from a portfolio point of view earlier this year.  So as a business, while we look at all the acquisition opportunities, we also look at portfolio strategy in holistic terms, we continuously do that and when we believe that a certain step needs to be taken, that’s what we do.  So at this stage, I don’t want you to read that there is anything more than what we have announced today because there isn’t.
Adrian Hennah 
We’ve got time for one more question I think.

Operator

Your next question comes from Chas Manfo; please ask your question.
Chas Manfo – Societe Generale
Yes, good morning.  Three questions from me, two on the strategic review; I know it’s very early days but I guess you must have some idea of whether there are any, sort of, tax implications from the strategic review?  Secondly, if you don’t find a trade buyer, would you say that you are committed to exiting or is one option, one potential outcome with the review that you retain the business?  And the third question is really an update on how you currently see category growth in health hygiene and home; is there any change to any of the category growths?  Thank you.
Adrian Hennah 
Sure.  Chas we’re not going to comment on the tax implications of the review, that would be no surprise to you.  In response to your second question, also no surprise to you, we are trying very… to make it very clear that we are looking at all options, and all options means all options – it doesn’t exclude anything in or out, so yes, we’re looking at all options.  Your last question I’m not sure I fully understand, different category growth rates in health hygiene and home…

Rakesh Kapoor – Reckitt Benckiser
I think our portfolio strategy is very clear.  Our portfolio strategy is that we want to focus on health hygiene and home and we’ve laid down a KPI for health and hygiene in total, we believe that health and hygiene in total offer higher growth, higher margin opportunities and the brand in aggregate in these categories has stronger loyalty, stronger equities, subject to less price promotion, subject to less, you know, the more solid and robust equities.  So I think it’s very clear and our investment strategy, [our full] business opportunity is being driven through this kind of portfolio strategy, so I think beyond that I don’t think there is any more to add, from my side.

Chas Manfo – Societe Generale
The question was in the past you have commented on what, you know, the global category growth is for your categories.

Rakesh Kapoor – Reckitt Benckiser
Ah, in total you mean?

Chas Manfo – Societe Generale
Yes exactly.

Rakesh Kapoor – Reckitt Benckiser
Ah in total.  Oh, in total… sorry, in total the market growth rate is in the region of 2% plus.  That’s what you… if you… in aggregate…?

Chas Manfo – Societe Generale
Exactly, and then a bit of colour…

Rakesh Kapoor – Reckitt Benckiser
If I look at the recent trend, I would say the recent trend I would say the recent trends point to market growth rate which is around 2% plus.  For the market that we, you know, and now you need to understand this is the mix of RB [carry these brands] and [market], so I think this is where we see it and this is broadly speaking the kinds of trends we’ve seen.  Now clearly in some quarters you would see higher or lower, depending on whether or not there have been any (unclear) in one way or the other.  By and large it would [decide we get all] of this and look at the kind of growth rate, that’s the kind of growth rate we’re looking at – 2% plus.

Chas Manfo – Societe Generale
And is 2% plus a little bit better than it has been?
Rakesh Kapoor – Reckitt Benckiser
It’s not material.  You know there are some ups and downs, we’ve just talked about those ups and downs already.  You know, markets, you know, there’s some markets in Southern Europe that are really quite tough but by and large there’s some markets which are still in good territory, still in positive momentum if you want.  So I think in aggregate it’s broadly as I’ve described to you.

Chas Manfo – Societe Generale
Thank you.

Rakesh Kapoor – Reckitt Benckiser
Okay, can I just say thank you very much for joining us for this call and we look forward to talking to you next year.  Thank you.

Operator

That does conclude our conference for today.  Thank you for participating, you may all disconnect.
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