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Health Care Spending: Approaching the Size of All Goods

Health care will continue to indirectly “squeeze” spending outside of health & wellness.

Health Care Services Health Care Services
and Goods Share of and Goods Share of
Consumer spending* Consumer Spending*

1980 2022

12% 24%

*Consumer spending on health care services and goods includes spending by third parties such as health insurance companies on
behalf of consumers. Measure is combined spending for health insurance, health care services, drugs, and therapeutic equipment.
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We Must Better Understand the Patient’s Health and Wellness Journey

The Journey

Sick-care @ Self-care
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‘Health’ and ‘Wellness’ Are Two Unique Concepts in Shoppers’ Minds

More likely -
to associate —
terms with
being
healthy

Physical/ -
Functional

Terms That Shoppers Associate With Being “Healthy” or Being “Well”

Eating healthy

Avoiding overly processed foods
Exercising regularly

Having a certain weight
Being active

C_o_mpleting routine medical
VISItS

Managing chronic conditions
Getting enough sleep

Not being sick

Confidence my body is taking
care of me and vice versa
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Avoiding
Stress

N K
AN
Minimizing
Stress

Well
Having hobbies/interests
Being spiritually centered
Feeling happy with how | look

. More likely
Laughing to associate
Having healthy relationships terms with
with others being well

Looking a certain way
Keeping my mind sharp

Mental/
Aspirational @B}

Note: Terms within the intersection are almost equally likely to be attributed to being healthy or being well.

Source: Kantar Retail ShopperScape®, February 2017




Eating Healthier Foods Is the Most Elementary Path to Health and Wellness

Within grocery channel, other elements matter too

Ways in Which Shoppers Approach Health and Wellness

Eating healthier foods

Exercising

Taking vitamins/supplements
Cooking more at home

Completing routine MD visits
Making time for myself

Using OTC meds for minor illnesses
Better work-life balance

Monitor health activity w/ personal devices
Learning a new skill or hobby
Spending less time with screens
Reducing alcohol consumption
Quitting smoking

= 2015 =2016 = 2017

60%
53%
53%
45%
41%

91%

18%

13%
11% of shoppers are engaged in
11% health and wellness activity

10%
6%
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Orientation Toward Stress Reduction, Self-Nourishment Grows Stronger

Health and wellness activity remains high, but has leveled off; no significant shifts 2016-17

Percentage of Shoppers Who Rank Ways in Which Shoppers Approach Health and Wellness

“Having a Stress-Free Shopping Experience” Among
Their Top Four Important Factors When Shopping 40%
0

Cooking more at home vs.
45% M

A eating out

60% Making time for myself

Better work-life balance
® 2015

m 2017
Using personal fithess devices

Learning a new skill or hobby

‘ ‘ Spending less time with screens

2015 2016 2017

Note: Arrows indicate significant increase vs. previous year (95% confidence level).

Note: Arrows indicate significant increase vs. 2015 (95% confidence level).
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Increasingly, Health and Wellness Is a Retail Priority

“Walmart is looking at creating more profit pools,
including In financial services and health/wellness.”

— Doug McMiillon, President and CEO of Wal-Mart Stores Inc.

¥ CVSHealth

Goodbyve, candy counter: CVS embraces store redesign

Health is everything.

[(ANTAR RET/.\IL Kantar Retail © 2017 Source: Kantar Retail analysis, retailer websites 9



Industry Must Communicate That It Can Support Shoppers’ Needs

Percentage of Shoppers Who Strongly Agree/Agree Transparency and trust perpetuate engagement:
With Statements

of shoppers prefer to shop
at retailers that are transparent
about product quality

T

| am paying more attention to | am increasingly likely to seek
food labels and ingredients than out food and beverages that are
| used to minimally processed

of shoppers are willing to spend
more money on a brand they trust

I(AN TAR RET/.\IL Kantar Retail © 2017 Source: Kantar Retail ShopperScape®, February and January 2017; August 2016 10



Health and Sustainability Trends Continue to Gain Traction With Shoppers

Shoppers especially interested in “better for you” products

Products Shopped More/Less vs. Year Ago

® More mlLess

Net More Shoppers Net Fewer Shoppers

16% 15% 15% 15%
13% 1904 13%

12%

0
11% 10%

"Better for you" Minimally Products with Locally Organic Non-GMO Organic Organic Foods made Gluten-free
products processed no artificial produced versions of products |  versions of versions of  with plant-based foods
products ingredients products fresh foods . shelf-stable frozen foods proteins
' foods

I(ANTAR RET/.\IL Kantar Retail © 2017 Source: Kantar Retail ShopperScape®, November 2016 11



Wellness Opportunities Expanding in Unconventional Places

54% of Millennial discount shoppers want a wider assortment of natural/organic products

Share of Millennial Discount Shoppers Report Spending More on Products vs. Year Ago

Index to

Al Shappers DOLLAR GENERAL
Organic versions of fresh foods 24% A 166
Products that are minimally processed 21% A 129
Organic versions of shelf-stable foods 16% A 144
Organic versions of frozen foods 15% A 140
Non-GMO products 15% 116
Products with no artificial ingredients 15% 90
Locally produced products 14% 89
Foods made with plant-based proteins 12% A 139
Gluten-free foods 10% 116

Note: Arrows indicate significantly higher percentage vs. all shoppers (95% confidence level).

I(AN TAR RET/.\IL Kantar Retail © 2017 Source: Kantar Retail ShopperScape®, February and November 2016 12



Exploring the “Good for...” Movement




The Three ‘G’ Game Plan in Health and Wellness for Total Store Growth

Game Plan for Growth

| I
Good for Me Good for You

o

%

Good for Everyone

O

I(AN TAR RET/.\IL Kantar Retail © 2017 Source: Kantar Retail analysis
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Start at the Beginning: A Decade of Organic Foods %O&

Growth expanded quickly into nonfood products in the last five years

Total U.S. Organic Sales and Growth, 2006-2015

5S40
E SED 2015
O Sales YOY
o ; _ Added: Growth:
c 20
= $4.2 10.7%
: Billion
10
SO - — In 1997, organic sales were $3.7 billion.

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
B Organic Non-Food Sales

— For comparison, the overall food market grew 3.3%.

B Organic Food Sales

I(ANTAR RET/.\IL Kantar Retail © 2017 Source: Organic Trade Association 15



Mainstream Retailers Account for More Than Half of Total Organic Retail Sales

These retailers have scale and national penetration, further driving ubiquity of the segment

CanJ
|:.|-|J Mainstream Retailers Approximately $50 Billion I /7 Natural/Organic Retailers

in Organic Retail Sales

WHOLE
FOODS,

Walmart

© TARGET

M TRADER JOE’S

FRESH MARKET

MARKET
4

w I ?
MNMarket

RESHwTHY Y

FARMERS MARKET

I(ANTAR RET/_\IL Kantar Retail © 2017 Source: Kantar Retail analysis 16



Clean Labels Actively Engage Shoppers

28% increase in advertising creatives mentioning “clean label” attributes in 2016 vs. 2015

Attribute % Change

Organic

No Artificial Flavors
Gluten-Free

No Artificial Colors
Allergies

Non-GMO
Antioxidants
Grass-Fed

© 00 N O O A W N

Less Sugar

[ICANTAR RETAIL
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+42% A
+79% A
-1% V
+118% A
-5% V
+129% A
+46% A
+56% A
No Change

ALY

Attribute % Change

Low Fat -48% V
11 No HFCS +28% A
12 Vegan +69% A
13 Sugar-Free -15% Vv
14 Scent-Free No Change
15 No Preservatives + 300% A
16 Plant Protein +11% A
17 Chemical-Free -54% V
18 Animal Cruelty-Free New A

Note: Rank based on total number of creatives mentioning specified attribute in 2016.

Source: Kantar Media
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Organic Is the Cherry on Top of a Sundae of Opportunity

v

I(ANTAR RET/-\IL fantar Retall© 2017 Source: Kantar Retail analysis
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Mainstream Retailers Replicate Key Elements From Specialty Retailers

Building on what works in natural and organic retail, yet also offering significant convenience and further benefits

Improved
Perimeter
Departments

Focus on
Prepared Foods

Lower Price

Strategic
Assortment
Integration

Private Label
Expansion

I(AN TAR RET/.\IL Kantar Retail © 2017 Source: Kantar Retail analysis 19
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H-E-B Perfects Produce %O&

Strong spending in produce connected to stronger loyalty in other categories

O O O 0O O O O

VAVAYATAVATAY,

7 in 10 H-E-B shoppers report spending the most on produce there

How H-E-B Fresh
Drives Total Grocery
36% of those who spent_
the most on groceries
at H-E-B cite high-quality fresh
foods among the top three
most important reasons they

spent the most there, more
than twice the average.

I(ANTAR RET/_\IL Kantar Retail © 2017 Source: Kantar Retail ShopperScape®, February, May, August, and November 2016; Kantar Retail store visits 20



Private Label Brands Used to Create Natural/Organic Store-Within-A-Store

Expanding offering beyond perimeter and driving retailers’ authority

I(AN TAR RET/.\IL Kantar Retail © 2017 Source: Kantar Retail store visits




o]

Natural/Organic Center Store Offering is Retailers’ Next Advance

Understanding where you play is pivotal to maintain relevance with retailers and shoppers

O
o
¢ O
£
i O

I(ANTAR RET/-\IL Kantar Retail © 2017
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Check-Out Becoming a Core Health & Wellness Statement

Best-in-class grocery retailers adopt Publix’s signature magic bullet to drive “smart snacking” impulses

I(ANTAR RET/.\IL Kantar Retail © 2017 Source: Kantar Retail store visits
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Net Net: Health & Wellness Has Become a Total Store Opportunity

Where can you play?

Unconventional categories

Sfeaithy

- Liing

Regimens to build baskets Seasonal Integration

LARY nthn s

Cip % "o
i

I(ANTAR RET/_\IL Kantar Retail © 2017 Source: Kantar Retail store visits 24



Strong Health and Wellness Services Push the Initiative to the Next Level %O&

Full-service approach with intent to build shopper relationships

[ICANTAR RETAIL
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Source: Kantar Retail store visits

ShopRite of
West Hartford = i"harmacy @H’:E?‘h’“

Free
Nutrition
ervices

with our Retail Dietitian
F

&

- See a Board Certified
MD NOW - in store or

at home

Use code BI(@JY
.o to get first visit FREE

et

|
e & App Store P Google play
|

Doc:orOnDemandcom

ces Include:
 Individual Nutrition Counseling

# Menu Ideas and Recipe Makeovers

W In-Store Health Screenings & Advice

W Shop with the Dietitian
W Educational Group Store Tours
# Cooking Dernos & Food Tastings
W Kid's Healthy Eating Events

W Community Health & Wellness Programs

" |

ORGANIC

-

\‘,

Stop&Shopr

ShapRite
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Local Initiatives Go Beyond Sourcing, Focusing on Community Involvement O{O]O

National brands leverage retailer’s communities to develop local connection with shoppers

Retailer Led Supplier Led

WE ARE PROUD TO'{Q a1 ‘ ] | ag,, 4 cims A(KSAR oUR
THE BROWARD COUNTY COMMUNITY B &\ - unum\\

t

DOING GOOD
IN THE NEIGHBORHOOD

19 €PANa thas Micr enterprive. mith & gosl of hirng
uits with specisl needs 6nd e1pand thew product line

0 proacie 1 000 hot mosis to those in need in

i coward County,
BROWARU | S50, PPOVMEING DEssOna) Cale e 10 foLter
COUNTY Chvidren in the vit

O .
/’f(u'l(/u ‘ L1 b, SOPOAING Children and famies ot Vidlage
Liermentary mith

' werbend meals throughout the school yrar

1ot prarchaseng bt os and

THANK
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Best in Class: A Trip to Middle America

Hy-Vee and health and wellness go hand in hand

Lo

1 VEORY

healthybl tese

JANUARY 2016 P,

AR P vweeT] :
AR A
SAVER [ o orr RA e

Earn 25¢ off per gallon of gas
on your Hy-Vee Fuel Saver Card™

when you spend *50 or more in " wo,
our Hy-Vee HealthMarket. el

Bring In your coupon or show moblle device,

ONE DAY ONLY -
tmm w-dnndn NM 25. NM

2 your Shantee, 5

P ——— -
5
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Hy-Vee Healthy You Bus

Lo b ifickie Middte Sohoo! ond
Worthera Lights Hybiee JUST PUSH PLAY.

-
ey

Dlur rarw mckd le health Falr will be bs Linceln ta
help gou on wour road 1o wellness,

Yiouar frinet sleg Lo @ haallly you starts o
Thasrssay, Jeres DA, 3014
L0 p.m. — 1:00 pore. Mickle Midd e Schozl, bone ol
the une BE Garden
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Moving Forward
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Identify Where You Fit in the ‘Good for ...” Game Plan

Game Plan for Growth

| I
Good for Me Good for You

o

%

Good for Everyone

06

I(AN TAR RET/.\IL Kantar Retail © 2017 Source: Kantar Retail analysis
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Actionable Insights

— Integrate shoppers nuanced definitions of health and wellness into how you develop your go-
to-market strategy. Understand whether your brand fits more into the health component or

wellness aspirations.

— Health and wellness is a ubiquitous focus for retailers and brands. Identify where your brands
fit by utilizing the “good for ...” game plan. This can serve as the foundation of your shopper

targeting strategy.

— For “good for me” products and value propositions, focus very clearly on how your offer can
help a specific shopper benefit. Prioritize product sourcing and transparency to meet
shoppers heightened product vetting routines.

— Natural and organic, along with kid-focused products, fit very well in the “good for you” pillar.
Communication here should clearly articulate whole health for family and friends.

— Local and sustainable products and retail promotions and products that give back to the
community are the essence of “good for everyone.” For younger shoppers, this will be a
growing platform in the future.

30
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For further information please refer to

Contact:
Elley Symmes

T +1(617) 912 2865

, @elley_symmes
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http://www.kantarretailiq.com/
mailto:Firstname.lastname@kantarretail.com
http://www.kantarretail.com/
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Kantar Retail is here to help

We are The Retail and Shopper Specialists

Our purpose

We help you sell more effectively and profitably

How we do it
We connect a world class set of retail and
shopper capabilities and assets with pragmatic,

solution-orientated people to grow client businesses

I[CANTAR RETAIL



Kantar Retail: an end to end solution for suppliers and retailers

O
INSIGHTS

Shopper Insights

Retail, Market and Channel Insights

sl

CONSULTING
AND ANALYTICS

Go to Market

Category Growth Strategy
Shopper Marketing
Organisational Capabilities
Retail Analytics — Assortment

Price, Promotion, Shopper Marketing

I[CANTAR RETAIL
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TECHNOLOGY
SOLUTIONS

Sales Force Automation

Trade Promotions Management
Trade Promotions Optimisation
Retail Virtual Reality

Image Recognition for Retail Execution
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Our industry expertise
We are advisors to leading retailers and their supplier partners worldwide

CPG/ FMCG

Caeteln

PG

BACARDI

# pepsico

L'OREAL

RETAIL
TESCO| walmart - -
MARKS
SPENCER
B2B
bp -
BONGE
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PHARMACEUTICAL
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CONSUMER ELECTRONICS




