Strategies Natural Organic Brands
and Retailers Can Use To Grow
Sustainable Sales

Retailers looking to compete more effectively in any channel and in any economy need to remain laser-focused

on meeting their shopper's needs. There are a lot of un-tapped opportunities to grow center store sales and
make shopping there an adventure. Natural products provide an excellent way to drive shopper foot traffic and

to grow sustainable sales at retail.
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Questions?

e What is fueling CPG growth?
e How do retailers and brands grow sustainable sales in any economy?

e How do retailers and brands work together to support and take advantage of
the “"better for you” trend?

e How important is the shopper when considering different merchandising
strategies?

e What does the future of retail look like?

Key terms:
Market basket Share of wallet




Shoppers Have Choices

Personal supply chains are disrupting mass market models.

TODAY’S SHOPPER IS INTENTIONAL

“I don’t have to settle for what’s on the
shelf. I'm going to find a solution that
fits my individual needs better. If you
can’t help me, I'll get help elsewhere.”

> WHAT THIS MEANS FOR RETAIL

Intentional shoppers are combining physical and
virtual stores to create personal supply chains
that are disrupting mass market retail models.




Natural Products Gain Popularity |

GLOBALLY, ALL-NATURAL PRODUCTS LEAD THE WAY IN POPULARITY
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CONSUMERS ARE SEEKING OUT HEALTHIER FOOD OPTIONS

64% Try to buy healthier foods

66%
EAT HEALTHIER

NOW THAN 579 Do online research on nutrition, fitness tips,
healthy recipes

60% Quality trumps price

BEFORE

Source: Nielsen two week online survey (April 2016) of 1176 respondents — chg vs. 2014
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39%

Suffer from an ailment

Including some of the foremost causes
e of preventable death...
\ heart disease, stroke, type 2 diabetes
& certain types of cancer

e

27 "‘i- ource: World Health Organization; Centers for Disease Control 2012
~. £ % T Nielsen Ailment Panel 2015
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ALMOST 4 OUT OF 10 SUFFER FROM AN AILMENT

But many turn to food as medicine to help manage overall health

S50% 75%

believe they can manage many
medical attention

of their health issues through
They turn to OTC products, exercise, and

proper nutrition
better eating to improve their situation
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SHOPPERS ARE ACTIVELY CHOOSING BETTER OPTIONS

53% 48% 40%
will pay more choose local, are willing to
for foods that natural and sacrifice taste
promote health organic when for a healthier

benefits possible option

Source: Nielsen two week online survey (April 2016) of 1176 respondents




AMERICA, AN AGING NATION

By 2020, more than 78 million Boomers hold:

70% of

1 in 5 adUIts disposable
(21%) will be . . income, and
age b5 or account for

older 50% of CPG
sales

Between now and the year 2030,
every single day, 10K baby boomers will turn 65

Sovrce: Pew Center



OVER THE LAST YEAR, HEALTH & WELLNESS CLAIMS OUTPACING RETAIL GROWTH
Dollar growth % chg vs YA

Total Store Natural products Organic products GMO Free products
$821 Billion $38 Billion $14 Billion $16 Billion

Note: Wellness claims are not additive
Source: Nielsen Answers, Wellness Track, Total U.S. — All Outlets Combined,, 52-weeks ending 1/23/2016,
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| 7HE.ALTHY CLAIMS ARE GROWING IN SALES, AND IN ITEM COUNTS

+25% CAGR
NO ARTIFICIAL +7.6% CAGR ANCIENT +34 more items
COLORS/ FLAVORS+100 more items GRAINS
BIGGEST AND FASTEST
ROWING H&W CLAIM
TOTAL FOOD +15% CAGR +3.3% CAGR
. _ KOSHER .
. +117 more items +645 more items
i % 11.7% CAGR GLUTEN  +13.6% CAGR +3.9% CAGR
FREE +433 more items SOY

239 more items +170 more items

+14.3° NO HIGH o 0
4.3% CAGR R UCTOSE CORN +8.7% CAGR NO ARTIFICIAL +4.1% CAGR

+204 more items SYRUP +82 more items SWEETENERS  +52 more items

Source: Nielsen x AOC. Period Ending December 26, 2015; growth since 2012 highlighted claims present in >75% categories 11




Mainstream Retailers Sell The

Most Natural Organic Products
2017 Market Overview
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The U.S. natural products market is gaining
scale and is expected to grow 8.4% annually.
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mainstream packaged goods
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2015 (B) 2016 (B) % growth

Total natural

</
sales In retail $107.9 $1159 7.4%

Total natural

sales nonretail 5233 $25 7.3%




WITH WELLNESS A NEW FOCUS, FRESH AND HEALTHY CAN BE FOUND AND PURCHASED
EVERYWHERE

SHARE OF CHANNEL SHOPPERS PURCHASING FRESH WITHIN EACH CHANNEL

MASS/ WAREHOUSE/
SUPERCENTER CLUB

GROCERY

4
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94% VALUE GROCERY 89% PREMIER FRESH

Source: Source: Nielsen Homescan Total Shopper View Specialty Panel,
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Sales Comparison by Department

TTLSTORE HE&W NATURAL TTL Store less NE&W GMO FREE
Rnk | Rnk Rnk $ Shr S Sar $ Shr $Shr
Nat | Org GMO| $% Chg | $ Share | $ % Chg | $Share | TTL | $% Chg | $ Share | TTL TTL $Share | TTL
Rank bV Sales Free Store Store Store Store
DEPARTMENT 1.9% 11.0% 7.7% | 1.2% 92.3% . 311% a0%
GROCERY 1.8% X 2.4% 6.2% | 1L.3% 93.8% .3%
DAIRY 1.5% 121% 0.5% 90.2% 0%
FROZEN FOODS 1L1% 8.5% 0.5% 91.5% | 22.3% 1.9%
REFRIGERATED FOODS 1.5% . 164% 0.7% o 93.8% 1.2%

PRODUCE 5.4% ! 115% 4.3% 13.8%
BAKFRY 2.3% : : 95 8%

MEAT & SEAFOOD 2.4 259% 0.1% $8.9%
DEL 2.1% 19.0% 1.0%

DN BIWIN -
RInN|Wn &(IN|-
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Total Store H & W Natural Organic

“ GROCERY

6% 3% _0%
e “ DAIRY 3% 4% 0% 2% 2%\ 0%

FROZEN FOODS o -y
“ REFRIGERATED FOODS , 25%
“ PRODUCE

BAKERY

3%
MEAT & SEAFOOD

7%
DELI

Source: Nielsen Total US xAOC Latest 52 Wks - W/E 01/23/16. All insights above come from Nielsen Answers Total US Food, Drug, Mass, Walmart, Sam’s, B]’s, Dollar Stores, and Convenience.




Natural Organic Overview

Total US Food sales are up +1.9%

Total US Natural/Organic sales are up +11.0%

Natural Organic sales represent just 7.7% of total US food sales
Total US Food sales without natural organic are up +1.2%

Source: Nielsen Total US xAOC Latest 52 Wks - W/E 01/23/16. All insights above come from Nielsen
Answers Total US Food, Drug, Mass, Walmart, Sam'’s, B)’s, Dollar Stores, and Convenience.




Natural Organic Overview

Total US Dairy sales are up +1.5%

Total US Natural/Organic Dairy sales are up +12.1%

Natural Organic Dairy sales represent just 9.8% of total US food sales
Total US Dairy sales without natural organic are up +0.5%

9.
Natural organic sales are

responsible for the
sustainable sales and
profit growth in total US
food!

Source: Nielsen Total US xAOC Latest 52 Wks - W/E 01/23/16. All insights above come from Nielsen
Answers Total US Food, Drug, Mass, Walmart, Sam'’s, B)’s, Dollar Stores, and Convenience.




Traditional Category Management
VS. True Category Management

Nothing happens until someone buys your product and shoppers can’t buy what they
can’t find. The path to sustainable sales and getting your product in the hands of more
shoppers is critical to increasing sustainable food production and sales. Itis a key to
more organic farming, healthy product innovation, reducing obesity and food allergies,
and supporting a food ecosystem that is sustainable beyond tomorrow.

Nowhere is this more true than in natural. The competitive landscape is changing and
the old strategies simply are not enough. Natural brands and retailers need to become
more strategic. This does not mean compromising their principles. On the contrary,
this is their strength and their principles should be at the heart of every strategy. This
means focusing on the value they create and leveraging it at retail and with consumers.
Consumers are willing to pay a premium for quality healthy products. Healthy products
are responsible for most all of the growth across every category and across every
channel.




Consumers Are Confused

Nutrition Facts

Amcunt poc prvog

What does Natural mean to you?
What does Non-GMO mean to you?
What does Organic mean to you?
What does Clean Label mean to you?

Which is best and why?




What Does The Core Natural
Shopper Look Like?

And why does this matter?

“"Have you ever gotten a
great deal on something
you didn’t like”
Committed natural

shoppers do not settle.
They want what they want

® O
We are not clones!
We want quality over price




BASIC NEEDS (PRICE OF ENTRY) Hierarchy Of Key

D $ Q Store Choice

EVEP(D AY GOOD NEARBY Drivers

Y PRICES SALES LOCATION

CORE NEEDS (DRIVES EMOTIONAL BONDS)

@ B m W

GROCERY FRESH WELL FRESH MEAT
SELECTION PRODUCE STOCKED & SEAFOOD

EMERGING NEEDS (KEY OPPORTUNITIES)

I B asa ¥ '70‘/4

TRUSTWORTHY ONE-STOP  STORE FRIENDLY HEALTHY PREPARED NATURAL/
COMPANY  SHOPPING BRAND EMPLOYEES LIFESTYLE FOODS ORGANIC




Transparency Is Key

Consumer Hot Buttons
What ingredients do look for (or avoid)?

o
Chemical/Toxin/Pesticides 38°/° 23 /°
Cumulative Percent: Color/Dye
Free, Environmentally
31 °/° Friendly/Sustainable, Minimal
Processing, Flavoring Free

o
::lt ibfliz:;llral/ Not 230/0 1 5 /o

Cumulative Percent: Hormone

o Free, Allergen Free, Antibiotic

18 A) Free, No Animal Testing, Fair

Trade, Gluten Free,
150/ Ethical/Humane Practices, MSG
° Free, Sustainable, Vegan, HFCS
Free, BPA Free, Animal by
11 o/o Products Free, Raw, Verified
Claims / FDA Approved

Additives / Fillers

Preservatives

Source: Nutrtion Business Journal survey conducted 11.18.14-11.25.14; N=363 Sample of Natural and Organic retall shoppers
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== "> HEALTH & WELLNESS IS NOT A ONE-SIZE-FITS ALL APPROACH

Understanding the drivers of engagement with H&W is critical

LOWER INCOME HH’s THERE IS A DIFFERENCE IN
CONSUMER ENGAGEMENT

ACROSS HEALTHIER CATEGORIES

AILMENT SUFFERERS BUY

UNDER-INDEX AMONG TOP
WELLNESS CLAIMS

DISPROPORTIONATELY MORE
HEALTHCARE RELATED PRODUCTS

% US HH's WITH 3::“%
° @ i INDEX®
<S20K $100K+ ALLIRGY 37% 119
MM Income HH Ihcome HICH BLOOD
MAGIC FONCE CAT, DRINK % N
Ancient Grans W E WELL BEINGS FODDACTIVES  BULLETS YTTERS BE MERRYS PRESSURS 4% 117
Cagefree W a Produce 134 : : 4 &5 MPERFECT YISON 32% 116
GMOFree I H
vitamins & . ACID FEFLUX
lele?‘\ Free . . Suppcmcn‘s l—n 119 8’ 4—§ 31% 123
Low Glycemic W | Water 112 | » 3 ; ORESITY 27% 115
HFCS Free
- - Sott Drinks 72 38 112 116 CHOLESTEROL 124
Hormone/Antibiotic Free o a = 3
Nomsc BB a Alter '::tl'm &8 82 130 30 : HEADACHE 108
Natura n] ad JOINI IO/ SALE 113
PAIN
Ome=ga 3 Type n] a ANNIETY & 114
Organic W ot DEPRESSON
Probiotic/Prebiotic | INSOMNIA 120
Source: Nichen Health Survey 2015
Jourze: Niessn AnswersCn- *OTC SPIR MM AMONG SUFFEZRER GROUP DIVIDED BY
demand Syrdicated Ponel, 52 Source: Hemescan, NMIHAW segmentations, TOTALOTC 5 PER HH* 100

werks endirg 12/26/2015 53 wechs ending 12/26/2015 52 WEEKS ENDING JUNE 2015 o



BOOMERS DRIVE DEMAND ACROSS HEALTH INGREDIENTS

Fiber is the most important ingredient for Boomers
% Millennials and Boomers indicating they want more of the following

B wmillennials @ Boomers

57% 57% 57% 56% 56%

38%

54% 53%
49%
43%
o 38% .
s 37% 359 37%
30%
26%
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\2‘0 Source: Natural Marketing Institute, all rights reserved 23



Top 5 Ingredients Respondents Say They Avoid
ANTIBIOTICS OR HORMONES USED IN ANIMAL PRODUCTS S59%

\.,\~ : ARTIFICIAL COLORS 56%
ARTIFICIAL FLAVORS S54%

ARTIFICIAL PRESERVATIVES 54%

FOOD IN A PACKAGE WITH BPA 93%

s I R

MSG 55%
ANTIBIOTICS OR HORMONES USED IN ANIMAL PRODUCTS S54°%
ARTIFICIAL SWEETENERS S54°%
ARTIFICIAL PRESERVATIVES o3%
FOOD IN A PACKAGE WITH BPA o3%

@00 0e

There are a similarities between North American and Latin American trends




Percentage Who Say They Or Someone In Their
Household Suffers From A Food Allergy Or Intolerance |

. 34%
Top Ingredients Avoided " -

GLOBAL LATIN
ARTIFICIAL ELAVORS AMERICA

ARTIFICIAL PRESERVATIVES

ARTIFICIAL COLORS

ANTIBIOTICS OR FORMONES 3 1 0/
°

USED IN ANIMAL PRODUCTS
AFRICA/ FOOD IN A PACKAGE
M|DDLE WITH BPA NORTH

EAST e AMERICA
ARTIFICIAL SWEETENERS

MSG

42% SATURATED OR TRANS FATS

SODIUM
ASIA-
PACIFIC e

NATURAL SWEETENERS

GLUTEN




Restricted Diets Requirements Around The Globe

® ASIA-PACIFIC @ EUROPE @ AFRICA/MIDDLE EAST @ LATIN AMERICA @ NORTH AMERICA

| OW FAT SUGAR CONSCIOLUS CW SODIUM OW CARBCOHYDRATE LACTCSE/DAIRY FREZ VEGAN

WHEAT FREE CR
VEGETARIAN FLEXITARIAN" GLUTEN FREE

R\
@

Percentage who say they follow a special diet that limits or restricts specified foods or ingredients

Sou<2: The Nie ser Glotal Fea'th and Ingradiens-Sentimant Survey, Q1 2C15

Primsr yv sgetarien, bus oscasis ally wat maat, po.ltry cr swafoed




Consumers Want Straightforward Sustenance

@ ASIA-PACIFIC @ EUROPE @ AFRICA/MIDDLE EAST @ LATIN AMERICA @ NORTH AMERICA

| AM CONCERNED ABOUT THE
LONG-TERM HEALTH IMPACT OF
ARTIFICIAL INGREDIENTS

FOODS MADE AT HOME ARE MORE
HEALTHFUL THAN INDUSTRIALLY
PREPARED FOODS

| FEEL MORE POSITIVELY ABOUT
COMPANIES THAT ARE TRANSPARENT
ABOUT WHERE AND HOW PRODUCTS
WERE MADE/RAISED/GROWN

| WANT TO KNOW EVERYTHING
THAT IS GOING INTO MY FOOD




Fresh Prepared trips create additional sales in the store

% of Baskets and $ Value

When Fresh Prepared
foods are in the basket,
what's the value of the
other items purchased?

28%
$40-$100

16%
$10-8520

Rty 7

Average
l l l ' Prepared
Foods

0 'Ri m ll”l[ Copyright 2017 Information Resources. I [R]). Confidential and proprietary 37




GLUTEN FREE ORGANIC ANTIBIOTIC FREE
SALTY SNACKS FRESH VEG & HERBS MILK
S\lj';ﬁl\g:\':;\ﬁs MILK YOGURT

YOGURT FRESH FRUIT ICE CREAM
CANDY EGGS CHEESE
CREAM NUTRITIONAL EGGS
BABY FORMULA YOGURT POULTRY FRESH
LUNCHMEAT BABY FOOD LUNCHMEAT
CHEESE SHELF STABLE LIQUID SOUP FRZ ENTREES
WHOLESOME SNACKS SALTY SNACKS FRESH MEAT

MILK RTE CEREAL REFRIG MEALS

Source: AOD RMS, Total U.S. — 52 weeks ending 3/28/15
Total $ Sales and % change versus year ago reflects Total CPG Sales By Health Claim, () =% of Total CPG $ accounted for by the Top 10 categories

29



HealthFocus International Real Food Series:
Natural Report

Summary

o Natural plays an important role in how shoppers feel about a product. Most shoppers
believe that using natural ingredients makes foods and beverages seem healthier.

o Over 95% of shoppers believe using natural ingredients makes products seem at least
somewhat healthier—and 6 out of 10 think it seems a lot healthier.

Top 5: To what degree does each make foods and beverage seem healthier?
Top Box: A lot

Using natural ingredients

Using less or no preservatives , Natural ranks as
the #1 reason that
products seem

Reducing sugar % healthier.

Using no additives

Using no genetically modified ingredients (GMOs)

HealthFocus




HealthFocus International Real Fnod Series:
Natural Report

Summary

o The value of natural is strong with over 45% of shoppers around the world saying they
are willing to pay up to 10% more for foods or beverages that are natural.

o Natural is of particular importance in Europe where it ranks as the #1 thing that
shoppers are willing to pay a premium for.

I am willing to pay up to 10% more for foods or beverages that:
Top 5 - Global Total

Are healthier for me and my family

Are fresh Natural ranks within
the top 3 things that
shoppers are willing
to pay a premium for.

Are natural

Are less processed

HealthFocus
NTEERENATIONAL




HealthFocus International Real Foad Series:
Natural Report

Summary

Which of the following have become more important

in your diet over the last 2 years? (Select up to 3)
Global Total

Reducing sugar _ 45%

Choosing more natural foods/beverages R 35% Natural is a top priority for shoppers.

Eating less averall RN 30% Nearly 40% ol shoppers selecled
natural within the top 3 things that

Avaiding preservatives [ RMMM 20% have become more important in their

Adding whole grains [ RN 25% CIGE OVEr e past 2 years
19 Choosing more natural foods and

beverages even ranked ahead of other

Adding protein [N 19% impartant dietary goals—like eating
less and avoiding preservatives.

Ezting more meatless meals

Choosing non-GMO foods/beverages [N 14%

Choosing locally madc foods/beverages - 14%

HealthFocus

INTERNATION




HealthFocus International Real Fnod Series:
Natural Report

Summary

Top 10 Global Brand Influences: Extremely/Very Important

Price
Has better taste
No preservatives

Has better nutrition

N 57°%
I 54 %
I 54 %
I 52%

Contains only natural ingredients

I 52%

No additives

No artificial sweeteners
Nc GMOs

Minimally processed

More nutrients per serving

HealthFocus

NTERNATION

I 529%
I 51%
I 48%
I 46%
I 45%

Containing only natural ingredients
ranks in the top 5 brand influences
globally. It ranks on par with better
nutrition and jusl below laste and
price as an extremely or very
important factor in influencing
shoppers to try a different brand.

Natural has the most influence in
the Asia/Pacific region where it
ranks in the top 5 brand influences,

It is also important when shopping
for children. G out of 10 parents say
natural ingredients are highly
important in getting them to
purchase products for children.




HealthFocus International Real Food Series:
Natural Report

Summary

Top 10 Global Labeling Statements: Extremely/Very Important

Fresh [N 55 %
Grown without pesticides | R 59 %

No preservatives [ RRM 58% | “Natural” ranks within the top
[
Natural [ 57 % 5 label statements with over

55% of shoppers saying it is

No artificial Aavors [ 5 6% extremely or very important.
No artificial colors R 56 Natural labeling is of the

No artificial sweeteners | 54 }.ughest. l.mpor‘t;mce m.the
Asia/Pacific region and is less

GMO Free N 53 important in the Americas.

Naturally sweetened | 47 %
Certified organic MM 47 %

HealthFocus

NT N




Why This Matters

eIncreased distribution and
preferential merchandising

e Efficient trade spending
¢ Maximize promotions

e Category leadership

e Higher sales and profits

-Shoppers want what they want
-Shoppers want convenience
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Retailers want insights!
Fact-based insights!

Savvy retailers want and need your help to produce and
maintain the optimal category product assortment that meets
the need of their primary shoppers

Highlight the specific problem your brand solves
What makes your brand unique and how does your brand
bring new shoppers into the category?

From the consumer perspective!
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Integ rated Seg regated

|~ r"T“]“—I r':':"’-".__ 1T v voo | hain T&% ““"I 15D BuchLow Prviie

Natural

Natural organic
products are
merchandised next to
mainstream products
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the entry point for
healthy products




Integrated Segregated

¥V

Integrating natural organic and mainstream products together allows shoppers to
make the best choice to meet their needs. This is how you grow category sales.




Recommendations

The key to your success depends on how well you satisfy your
shoppers needs. Shoppers can’t buy what they can’t find

¥ Product placement is key for every item and brand
¥ This includes every place consumers can purchase your brand
¥ Integrate natural and mainstream together - focus on the way consumers shop the
category
¥ Commitment to develop a collaborative relationship between retailers and brands
¥ Become an expert on the category shopper, trends, and your completion
¥ Take an active role in helping your broker/distributor manage and grow your business.
¥ Develop scorecards to hold them accountable for your success and growth
¥ Education: Commit to developing your category management, sales management and
trade marketing management teams by teaching them the best practices to help grow
your business sustainably DANIEL LOHMAN, CPSA

DRGANIT CPG INTAUSTRY
STRATEGIC ADVISOR
J02-743-3272
DANQCHSEICPG.OOM

Text ECRM-NATURAL to 44222 to get the presentation Ww CHS4ces.com

CATEGORY MANAGENTNT SOLUTIONS




