Shopper-driven transformation

A review of shopper sentiment and promotional support



Disruption —
a shopper evolution

The advertising and retail
landscape has been
disrupted and has become
even more fiercely competitive
and complex—the purchase
journey is forever changed

The always connected
shopper is in control of how
they interact with advertising

Emerging technologies with
real time access, dynamic
pricing, personalization,
create challenges



An ever-changing consumer shopping experience

Source: Market Track 2017 Shopper Insight Survey

Consumers are not loyal: 73% would

switch from the brand they usually buy
if they saw a different brand on sale

82(yo have 1-3 retailer apps on their
smartphone

640/0 plan to shop more online this
year than in 2016 and 44% plan to
shop more on mobile



We monitor and analyze all advertising, promotions, and
pricing impacting consumers to help clients:

« Generate higher sales and stronger
long-term brand identity and preference

 Optimize investment across
brand/promotion to maximize return
on investment (ROI)

* Improve the alignment and fidelity of
marketing messaging

« Compete more effectively in their
markets through real-time competitive
intelligence



Market Track combines granular data with deep industry expertise to shed light on macro
trends throughout the retail and eCommerce landscape



Consumers are using different media channels at different

points in their purchase journey

54%

45% 44%,
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18% 18%
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12%

Print Circulars Websites Print Coupons TV Commercials

Source: Market Track 2017 Shopper Insight Survey
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The path to purchase is a non-linear journey for shoppers—they are impacted and
influenced by a multitude of communication touch points.

Trial
* Circular/ROP
* FSI/Direct Mail
* Email
* Online

Total
Influence

Management

Consideration
 Mobile

 E-commerce
* Online display
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Consumer’s Perspective on Private Label

Market Track Shopper Insight Series



Private label products are regular purchases for shoppers, though older demographics
purchase store brands at a higher rate than younger

Do you buy private label products?

EYes ®No

18-20 21-29 30-39 40-49 50-59 60 and over

Source: Market Track 2017 Shopper Insight Survey 9
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Savings/Low prices remain a key driver in consumer’s decision to buy private label

What would make you consider buying private label Retailers seize this opportunity:
brands more frequently?

Target — Print Circular — 3/5/2017

4%

Price Quality Selection Availability

CVS — Print Circular — 12/11/2016

Source: Market Track 2017 Shopper Insight Survey
& Market Track Promotional Data



A majority of shoppers also believe they aren’t sacrificing quality when they buy
private label, though younger consumers have more quality concerns than older

Do you think private label products are of the same quality as national brands?

HYes ®No

All Consumers 18-20 21-29 30-39 40-49 50-59 60 and over

11

© 2017 Market Track — Private and Confidential



When asked about ingredients specifically, the youngest demographic group
(ages 18-20) are divided on how private labels compare to national brands

Do you think private label products have the same ingredients as national brands?

HYes W No

69%

Yes

All Consumers 18-20 21-29 30-39 40-49 50-59 60 and over

12

© 2017 Market Track — Private and Confidential



Segmentation of store brands gives shoppers options

CVS Private
Label Brands

Health & Wellness beOUtLJ radiance:

e (CVS Health PLATINUM
 Radiance Platinum
« Radiance

Beauty & Personal Care
* Beauty 360

* Nuance Salma Hayek . . SKIN+
« Makeup Academy Callber' PHARMACY

« Skin + Pharmacy
» Essence of Beauty
* Pop-arazzi

Home & Grocery

* Gold Emblem

- Gold Emblem Abound BIG CHILL
* Total Home

» Caliber

» Big Chill

* lce Canyon

* Pet Central

* Just the Basics



Some tier their store brands by quality, while others segment by category

Gourmet / Premium

« Sam’s Choice (Walmart)
« Marketside (Walmart)

* Gold Emblem (CVS)

» Archer Farms (Target)

Organic / Heathy Eating

* O Organics (Safeway)

« Eating Right (Safeway)

« Simple Truth (Kroger)

« Simply Balanced (Target)
* Central Market (H-E-B)

Value
« P$$T (Kroger)
» Shoppers Value (SUPERVALU)

Environmentally Conscious
» Bright Green (Safeway)

« Earth Essentials (CVS)
» Greenwise (Publix)

Pet

* ‘Ol Roy (Walmart)
» Pet Pride (Kroger)
» Pet Central (CVS)

Exclusive / Licensed

* Urbini (Walmart)

» Better Homes & Gardens (Walmart)
* Persil (Walmart / Henkel)

» Circa (Walgreens / Eva Mendes)

* Nuance (CVS / Salma Hayek)

» (C9 (Target / Champion)



Private Label Advertising

How retailers support their store brands through promotion
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Walmart had the largest leap in share of private label HBC ads year-over-year with

almost twice the share in 2016 as they had in 2015
Walgreens - 9/25/2016

Private Label Share of HBC Ads

H2015 72016

14.4%  14.2%

12.3% 12.1%

10.4%

9.5% 9.5%

8.6%

5.7%

5.5%
4.7%

3.8%

Walgreens Walmart Ccvs Rite Aid Target Kmart

Source: Market Track Promotional Data 16



Drug stores tend to promote their HBC private label brands using BOGO
50% off more than any other offer type

Walgreens
2/12/2017 &

CVsS
2/12/2017

2/26/2017

Rite-Aid
2/12/2017 &

2/26/2017

Share of Offer Types Among Private Label Brands in the HBC Category
Drug Stores - Last 24 Months Ending March 2017

In Ad In Ad
0
B°G§f5° %1  BoGO Bgt?g; , % Off (;a:“”;?it:: Retailer |Manufacturer|  $ Off
y 9 Coupon Coupon
CVsS 42.0% 71% 25.4% 5.9% 0.8% 0.1% 0.0% 0.7%
Walgreens 45.6% 14.9% 6.3% 7% 4.0% 4.5% 0.1% 4.1%
Rite Aid 58.4% 8.0% 8.4% 0.5% 4.9% 0.4% 1% 0.3%

Source: Market Track Promotional Data
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Private label share of digital promotions has been much more volatile than print over the past
two years as grocery stores further develop their digital strategies

— Walmart — 12/26/2016

Online — Walgreens — 1/16/2017 Email — Rite Aid — 1/8/2017

Private Label Share of HBC Ads

e—=Email ==QOnline Print Circular

25%
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Source: Market Track Promotional Data;
Includes top drug and mass stores 18



Retailers use outcome-based strategies in their private label HBC ads

Private Label solves your ailment

Rite Aid — 2/23/2017
Subject Line: “EMAIL EXCLUSIVE 30%
OFF & Last Chance to Earn $10 in Points”

Rite Aid — 12/7/2016
Subject Line: “HUGE Buy 1 Get 1 Free Sale +
20% OFF Online Purchases”

Source: Market Track Promotional Data

Walgreens — 10/9/2016
Subject Line: “Weekly Ad Deals | Get fast cold &
flu relief and feel better faster”

Walgreens — 1/15/2017
Subject Line: “Brrr! Beat your cold (and THE
cold) with these winter needs”

Private Label earns you points

CVS - 1/29/2017

Rite Aid — 9/18/2016

Rite Aid — 11/6/2016



Retailers leverage digital advertising for private label awareness —
with messaging such as “getting/staying healthy”

Walgreens — Mobile - 1/11/2017 Walgreens — Online Video - 1/10/2017 Rite Aid — Facebook- 12/16/2016

CVS — Mobile - 12/9/2016 Walgreens — Online Display - 1/19/2017

CVS - Online Display - 12/28/2016

CVS - Twitter - 1/23/2017
Source: Market Track Advertising Data



How can companies optimize their strategy and maximize results?

Better alignment and fidelity of marketing messaging to the
buyer leads to higher sales and stronger long-term brand
identity and preference

Leveraged marketing investment across brand/promotion
results in a greater return on investment (ROI)

A stronger brand leads to a stronger position with
retail channels

@ Targeting the same @ Disjointed efforts @ Costly opportunity loss
consumer/shopper lack efficacy For an expense that typically represents
Advertising, whether Brand or In most companies today, the the 2nd largest expense on the P&,
Promotion, is intended to increase organizations, budgets and initiatives more can and should be achieved (Total

preference for, and sale of, of these two critical advertising US Advertising Spend: Brand - $155B /
products and services initiatives are only loosely connected Promotion $165B)
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