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Breakthrough Insights.
Breakthrough Results.



Highlights

INSIGHT

» After a surge in 2008, CPG prices went

through a deflationary period in 2009; analysts
predict that the deflationary period has come to

an end, with low-to-moderate price increases
expected for 2010

» Though the recession has eased, consumers
remain entrenched in deal-seeking behavior;
CPG marketers are scrambling for innovative
ways to offer value in a manner that will forge
solid and lasting relationships with recession-
weary consumers

» Across channels, 54% of categories
experienced reduced lift in 2009 versus 2008;
drug channel declines were sharper versus
grocery, and versus the industry as a whole
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ACTION

> Monitor price point, price sensitivities and price
gaps on a frequent basis to ensure that pricing
strategies remain in line with corporate and
partner goals, as well as with the needs of key
consumer segments

» Broaden merchandising consideration sets to
consider new/evolving technologies and
techniques; tightly target programs against
high-potential categories and segments

» Develop region and store-specific
merchandising strategies to ensure maximum
relevance and response; aggressively test
prelaunch and track response to enable mid-
program modifications




Highlights

INSIGHT

» Merchandising is heavily leveraged to drive

purchase behavior across discretionary
categories and key meal ingredient /meal
component categories

> With a solid reputation for value and quality,

store-brands are well-positioned to compete in
a recessionary environment; to date, retailers
efforts around store brand merchandising fall
short of efforts put forth by marketers of
national brands
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»

»

Drive purchase behavior with solutions-based
merchandising programs prominently featuring
categories closely linked with at-home and
from-home food rituals

Carefully cultivate knowledge repositories to
create knowledge-based merchandising and
marketing programs; leverage promotional and
in-store to prominently highlight store brands
as a quality and value-oriented alternative to
nationally branded CPG solutions




Pricing Activit -
g y —A"g Ll
CPG retailers and manufacturers are locked in a dance that seeks to
bring much sought-after price relief to consumers without
jeopardizing thread-bare margins.

Quarterly Price Increase: Total CPG

Based on Average Price per Volume
Food, Drug & Mass (Excluding Walmart)
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Pricing Activity

Meal
ingredients
and meal
components
are well-
represented
among the
ranks of
highest price
Increase
categories.

Categories with the Highest Price Increases
Based % Change, Price per Volume
Food, Drug & Mass (excluding Walmart)

SS Seafood 15.9%
Margarine/Spreads 13.9%
Rice 13.6%
Vegetables 13.0%
Dog Food
Mayonnaise

Dish Detergent

Total Chocolate Candy

Pet Supplies
Salty Snacks 9.2%
Sour ce: | Rl MarketlnsightE: 52 weeks ending 9/ 271/

Categories. Note: excludes Laundry Detergent, which experienced average price per volume increas
32%, due largely to new, more concentrated formulas.

Breakthrough Insights.
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Pricing Activity

_ Categories with the Lowest Price Increases
Five of the ten Based % Change, Price per Volume
Food, Drug & Mass (excluding Walmart)

categories

experiencing Milk  -14.2%

th.e lowest Rfg Fresh Eggs -14.0%

price

increases Bottled Water

over the past Butter

12.months are Natural Cheese

dairy o
Categories_ Processed Cheese _ '7 -1.9%

Rfg Juices/Drinks | | | -1.9%
Hair Coloring | 7 -1.7%
Fz/Rfg Poultry -1.6%

RTD Tea/Coffee -1.5%

Sour ce: | Rl MarketlnsightE: 52 weeks ending 9/ 271/
Categories.
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Pricing Activity

. Price Increases Across Key Staple Categories
With consumers Based % Change, Price per Volume
well-entrenched Food, Drug & Mass (excluding Walmart)

In money-saving Flour

. 13.1%
strategies, CPG i

: Pasta
marketers with
the ability to Spaghetti/ltalian Sauce
prowde_ Soup
Innovative _

: Bottled Juices 3.5%
money-saving :
solutions will Baby Formula 2.9%
forge lasting Fresh Bread & Rolls 2 8%

relationships

with recession-
weary Eggs -14.0%
consumers.

Natural Cheese

Milk -14.2%

Source: Marketlnsight; 52 weeks ending 9/27//2009 versus same period prior year; Among Top 100
Categories
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Pricing Activity P

Product selection is becoming an increasingly complex task, elevating
the need for an intimate understanding of the needs and wants.

Important Factors in Product Selection

of Shoppers Rating Factor as il

,5',';'.',' Its overall quality | < °:
. ® Price of item | 57
" Itis a product Itrust |, =

e

Productsafety | ::°:
\ Itis a good source of nutrition ||| TN ;12
itsonsale [, 20
It has future health benefits [ NG -
Available size options || KGN 52
It has reduced sugar/fat/salt || KGN -3
It'slow caloric [ (-
Dietary restrictions (e.g. food allergies, diabetes, etc.) || TG 31
Recommended by friends and relatives ||| G 25

It's a brand name || 233

Sour ce: |l RI Food Safety Report March 2009, I RI Attitud
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Pricing Activity

Deal-seeking behavior remains escalated and CPG marketers are
leveraging a variety of strategies to connect with shoppers and protect

and grow share in a volatile environment.
Deal Seeking Behavior
% of Shoppers Participating in Activity

Make a shopping list prior to going to the store T

Look at store flyer before or at store o4%

Choose store specifically because it offers lower
p— prices on things you need
Stoc certain items because they are on sale

Make additional unplanned purchases after seeing
products/ deals in store

Seek out and buy store brands to save money

Buy brands other than preferred/ usual brand
because they are on sale

Select products to create more meals at lowest

total cost
h ducts b f loyalty card di = 2008
Choose proaucts because of loyalty car Iscounts = 2009
Source: I RI 2010 FMI Economic Survey; Americanism Stud K

Survey of 1,067 Consumers; Q42008
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Merchandising Activity

After several years in decline, merchandising activity is staging a
comeback.

% of CPG Categories
by Merchandising Activity Level, 2007-2009
Food, Drug & Mass (excluding Walmart)

W 2007
W 2008
02009

10% 109% +2%

0% 0% 0%

© 0299%  3049.9%  50-69.9% 70%+

% Volume, Any Merchandising

Source: | R MarketlnsightE; 52 weeks ending 11/ 1/2009 v
2008 & 2007 versus same period prior year
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Merchandising Activity

Merchandising support is demonstrating particularly sharp changes in
the grocery arena.

% of CPG Categories
with Declining Merchandising Activity

H 2008
53% 02009
47%
0
40% 43%
23% 22%
T T L
FDMx Grocery Drug

Source: IRI Marketlnsight; 52 weeks ending 11/1/2009 versus same period prior year; calendar
year 2008 & 2007 versus same period prior year
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Merchandising Activity P
At the end of 2008 and into 2009, display count declines slowed in -
response to recessionary pressur-es

cost CPG solutions.

Average Number of Grocery Channel Displays per Store per Week

%Change versus Prior Year by Quad Week

0.7% 0.9% 1.3% 0.8% .59

204, "0.4%

-1.9% 5 5gp -1.7% -1.4% -1.8% -1.8% _p 305 "1:4% -1 -1.9%

-4.0% -3.7% -2.9% -2.8%
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2008 2009

Sour ce: | RI  Mar ket |l nsi gh-8/£{2002 Sersusesanie pericgispddaryear 4/ 1/ 2007
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Merchandising Activity

Activity has escalated across a majority of merchandising tactics as
retailers work to bring consumers much sought-after price relief.

% of Categories with Increased Merchandising Activity- 2009 & 2008
by Merchandising Tactic
Food, Drug & Mass (Excluding Walmart)

. 2008

72% 75% 0 02009
66% : :
52% 53%
AT%  46% 50%
Feature Feature & Display Price Only
Display
Source: I RI MarketlnsightE; 52 weeks ending 11/ 1/ \Y

2008 versus same period prior year
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Merchandising Activity

o I v

CPG marketers are leveraging merchandising to raise the profile of
discretionary and other struggling categories in hopes of spurring

sales in atight economy.
Top 10 Categories by Merchandising Activity Level
Food, Drug & Mass (Excluding Walmart)
% Volume, Any Merchandising

Point Change vs

Prior Year
Carbonated Beverages 3% (0.2)
Chocolate Candy 65% (0.5)
Butter 61% +45
Sports Drinks 61% (0.7)
Salty Snacks 61% +0.5
Bottled Water <l ‘+29.
Crackers e +1.1
RTD Tea/Coffee 58% (2.6)
Ice Cream/Sherbet 58% +1.7
Breakfast Meats 57% +1.5

Source: I RI MarketlnsightE; 52 weeks ending 11/1/20009;
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Merchandising Activity

The ranks of categories seeing the largest increases in merchandising'
activity are i1llustrative of CPG mar
stepped-up at-home meal rituals.

Milk 12.0 Rfg Dough

Shortening & Ol 11.9 RTD Tea/Coffee

Rfg Fresh Eggs Fz Potatoes/Onions

Rice Tomato Products

Natural Cheese Pickles/Relish/Olives

Processed Cheese
Fz Breakfast Food

Bread & Rolls
Sports Drink

Butter
Cosmetics- Facial

Pasta
Chocolate Candy

Pastry/Doughnuts
Fz Novelties

Sour ce: I RI Mar ketlnsight E; 52 weeks ending 11/1/20009;
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Merchandising Activity

Within the drug channel, merchandising across key health and beauty

categories has increased significantly.
% Volume, Any Merchandising
Among Leading Health & Beauty Care Categories
Channel

Percent Chg YA

Food Drug
i i — 56%
Vitamins 25% () 117 128

Weight Con/ Nutr Lig/Pwd ﬂm% +2.3 +3.2
- ]
@ : 35%
§ Cold/Allergy/Sinus Tablets ﬁ (0.5) +0.3
§ Internal Analgesics ﬁ 34% +2.6 +4.7

| 0 B Drug
Gastrointestinal Tablets szzﬂfz/" L Food +0.7 +1.7

() 0,
55 Diapers ﬂ S7% +0.8 +9.8
S ' 47%
§ Shampoo qz% +2.4 +3.0
o) 46%
% Toothpaste _—‘ 500 i" +0.9 +3.2
S 0, | ~

Sanitary Napkins/Tampons 5%/8% <4 / (0.1) +5.8
0

Sour ce: | R MarketlnsightE; 52 weeks ending 11/1/2009; *
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Merchandising Activity

CPG marketers have stepped up focus on meal-related departments, with
price-only actions taking center stage.

% Categories Experiencing Increase in % Volume, Any Merchandising
Among Fresh/Perishable, Frozen Foods and Center Store (Food) Departments
Grocery Channel

92%
84%
B Price Only

71% 71% 73% 69% 0 Any

Center Store Foods Frozen Foods Fresh/Perishable

Sour ce: | R MarketlnsightE; 52 weeks ending 11/ 1/ 2
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Merchandising Activity

Merchandising of store brands is on the rise.

% CPG Categories with Reduced

Merchandising Activity
Food, Drug & Mass (excl. Walmart)

Source: Il RI Mar ketl nsi ght*@lote:BéSedwre%\Polsmeeamdi ng 11/ 1/ 2
merchandising for total category versus private label
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