Consumer grocery
spending: what’s hot and

what’s not? Chris Longbottom

Director, TNS Worldpanel UK

In the Latest Year we have spent 4.4% MORE: 5.4% MORE *
in Fresh & Chilled, similar growth in Ambient Grocery
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Increase in Price Paid is the Biggest Driver of Value
Growth: This CAN be moving UP the Price Spectrum
(Premiumisation) as much as straight Price Inflation
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Fresh & Chilled continues to be the Biggest Driver of
Britons’ EXTRA £3.4bn Spending

Total Fresh+Chilled _ 1'581
Total Ambient Groceries _ 941

Total Alcohol 320

Total Household .218
Total Frozen . 166

Total Toiletries 151 Actual Change in
Consumer
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Total Healthcare |23 Year to 30 December
2007 vs 2006

© Worldpanel™ division of TNS 2008

Biggest % Sector Movers: Note the Return of Frozen =

Sectors to Value Growth!
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Price Movements HAVE helped: Remember again ’
this CAN be Upgradlng as much as Inflation
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14-18% Growths: Some of these driven by Price
Category Value Latest Year £m % Value Change vs Year Ag

_ Pricing Contribution)
Chilled Frankfurter/Cont Sausages 69 Il 18.3

Chilled Burgers+Grills o8 NS - o

Tomato Products 130 TSN 17 5
Onions 171 IS 17 7
Fresh Pork Roasting Loin 45 7SN 17 .6
Plums 102 I - 5
Fresh Pork Steak 233 I T 1 7 5

Luxury Yoghurt 251 NG I 1.7

Flour 60 52NNl 16.2

Cough Lozenges 40 IS 6.2

Hens Eggs 596 | 5T 15.9

Muffins 24 |SAN I 1 5.5

Old Potatoes 457 | S 15.3
Small Cakes 308 I 77 1 5.0
[ o |

Chilled Fruit Juice+Drink 591 i 14.9
Cat+Dog Treats

Bio Yoghurt 257 N2 1 5
Fresh/Chilled Pastry 18 [EEN I 1/ 3
Butter 420 I GO 13 5

2 More Chillea/Fresn] S0 Chenge

Year to Decembe
Worlapanel™ division of TNS 2008 2007 vs 2004

9-11% Growths:

Category Value Latest Year £m % Value Change vs Year Ago
Contribution)
3

Instant Hot Snacks 63
Skincare 1,044
Semi-Skimmed Milk
Ethnic Ingredients
Denture Cleaners/Fixatives
Total White Bread 1,064
Fresh Whole Chicken
Pasties
Seasonal Biscuits
Chilled One Shot Drinks
Soft Rolls
Ambient Rice+Savoury Noodles
New Potatoes
Frozen Fish
Limescale Removers/Water
Childrens Biscuits
Total Brown Bread
Cough Liquids
ISB Cookies
Peas
Healthier Biscuits
Small Swiss Roll
% Change

Biggest Growths: Led by booming Brands: Wash Adds (Vanish), Cider «
(Magners et al), Smoothies (Innocent), Bio Yogurt (Activia), Chewing
Gum (Trident) also Pricing (Potatoes, Mince, Onions)

% Value Change vs Year Ago
Category Value Latest Year £m Pricing Contribution)

Rose Wine
Cider 393
Spinach
Lards+Compounds
Frozen Flavoured Meats
Frozen Chicken Pieces
Wash Additives
Sweet Popcorn
Fresh Lamb Steak
Chocolate Spread
Fresh Pork Belly
Cake Bars
Pain Au Chocolate
RTS Desserts Long Life
Malt/Fruit Loaves
Chewing Gum
Chilled Olives
Large Swiss Roll
Leeks

& Pineapples

% Change
18:8/car to Decembef
2007 vs 2004
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11-14% Growths:

Category Value Latest Year £m % Value Change vs Year Ago
(Pricing Contribution)

Pitta Bread
Berries+Currants 13.7
Parmesan 13.7

Frozen Lamb

Baking Potatoes

Ambient Soup

Special Treat Biscuits

Mouthwashes

Chilled Flavoured Milk
Plain/Natural Yoghurt
Seasonal & Egg Chocolate

Haddock 1.7

Block Chocolate 11.7

Red Wine1,738 116

Bread Rolls/Baps 11.6

Ground Coffee 115

Fresh Beef Mince 115

Cold Treatments 11.4
% Change
& Year to December
Worldpanel™ division of TNS 2008 2007 vs 2009

[ tng Many Chilled/Fresh!| Year to Decembel
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8-9% Growths:
Category Value Latest Year £m % Value Change vs Year Ago

Pricing Contribution
Meat Extract 251 9.4

Naan Bread 59 NN © .4
Fresh Cream ppy fhy 00000 B
Nuts 279 TS © .2
Fresh Lamb Shoulder Joint ey 0 kM
Mushrooms 300 ST 9.0
Red Grapes 158 [N SIENI 0.0
Wholemeal Bread 270 TN
Chilled Sandwich Fillers 109 NI ©.0
Frozen Chips & Potato Products 489 i .0
Sweetcorn P kX
Dry Pasta 136 IEE7Z . 8.8
Fresh Beef Steak 453 I G100 I S8
Broccoli 171 ST ——
Cabbage 85 INZEs—
Croissants 52 NSNS
Defined Milk+Cream Products 71 S G5
Leicester/Red Leicester 67 IS 5.5
Fresh Sausages 483 I 13— 8.4

Small Cakes 860 I 72 8.3

Cooked Sliced Continental Mea&

Chilled Prepared Frt+Veg 669 A 8.1
Partbaked Rolls SN S0

% Change

€ More Mainly Chilled/Fresh!] veupscenie
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7-8% Growths:
Category Value Latest Year £m % Value Change vs Year Ago
ricing Contribution
Chilled Breads 138 “7 7.9
Crumpets/Pikelets 64 20NN I 7.9
Cooking Oils 224 I S W W .3
Chilled Pizza+Bases 348 I '3 R 7.7
Sausage Rolls 126 7.6
Frozen Bread B2 7 .G
Everyday Treat Biscuits 225 7S I 7.6
Decongestants 54 7.5
Carrots 215 SN 7 5
Chilled Prepared Fish 74 EEISRZEN——
R.T.S. Custard 41 IO .3
Fresh Chicken Pieces i 7.3
aked Beans 253 I 2 .3
Crisps 620 | AT — 7.3
Celery 66 IR 2
Kitchen Towels 282 I 30— .1
Toilet Tissues 71
Ambient One Shot Drinks 312 7.0
Crusty Rolls 102 I 7.0
Herbs+Spices 107 I 7.0
Frozen Vegetarian Products 121 I GO
Cooked Sliced Beef 118 I GO
Chilled Desserts 522 I 5 6.9
Porridge Oats 49 IIZSI N .3
Fresh Pasta Eee _____[X]
% Change
ﬂ Year to Decembe
© Worldpanel™ division of TNS 2008 2007 vs 2004

5% Growths:

Category Value Latest Year £m % Value Change vs Year Ago

Pricing Contribution
Fromage Frais 203 5.7

Table Sauces 186 I C S o
Air Fresheners 337 I Cmss
Smoked Salmon 90 S22 5.5
Honey (0N 5.5
Fresh Offal/Other Meat 50 ISR 5.5
Soya Milk 75 2SN 5.5
Fresh Lamb Mince 25 PIRE 5 5
Indigestion Remedies 89 I 4
Deodorants 417 | 0 .
Chilled Cooking Sauces 57 IO -
Sweet Potatoes 31 NI -
Corned Beef 78 INEEN 5 2
Frozen Vegetables 362 I 2T I S .2

Fresh Bacon Rashers 780 N 2070 I .2
Instant Coffee 600 I 5. >
Ambient Cooking Sauces 604 | 15 I 5.1

Ready To Eat Cereals 5.1
Everyday Chocolate Bars 540 N 2 . 5.0
Asparagus [4sT D O
Cooked Sliced Pork 38 s - ©
Low Fat Yoghurt 162 438
Large Cakes 413 I 5
N % Change

4.
ﬂ Year to Decembe
2007 vs 2004

Worldpane!™ division of TNS 2008

Over £2billion MORE Consumer Spending

on thesel...
Red Wine ;181
Milk 169

Skincare | 1106
Total White Bread 104
Cider 96
Hens Eggs 82
79

White Wine
Chilled Fruit Juice+Drink
Berries+Currants
Rose Wine
Small Cakes
Chilled Ready Meals
Ready To Eat Cereals
Old Potatoes
Toilet Tissues
Fresh Chicken Pieces
Frozen Fish
Cheddar
Butter
Chilled Prepared Fri+Veg
Fresh Beef Mince
Ham
Total Brown Bread
Block Chocolate
Crisps
Frozen Chips & Potato Products

Small Cakes P r i C e

Fresh Whole Chicken
Fresh Bacon Rashers

ﬂ Soft Rolls Actual £m Change

© Worldpanel™ division of TNS 2008 2007 vs 2004

‘Healthier
Eating’
‘Treating’
&

Year to Decembe

5-6% Growths: b
Category Value Latest Year £m % Value Change vs Year Ago
o Emcmﬂ Contribution
Liquid Soap 104 i 6.7
Easy Peclers 200 R 5.6
Frozen Turkey Roll/Roast 270 I 5.6
Moist Wipes 1690 I .6
Peppers 234 I O0Nes——
Fresh Pork Roasting Shoulder 57 I ¢ ./
Fabric Conditioners 264 GGG
Cake Slices 89 IO
Fresh Bacon Steaks 104 IEESEY . ¢ 3
Milkshake Mixes 28 5SS 6.3
Skimmed Milk 406 | 57 S 6.3
Cooked Poultry 308 [ 6606
Cheddar 6.0
Fresh Lamb Chops 124 I 5 ©
Chilled Dips 108 IO 5. ©
Chilled Cakes 252 I 2 5.9
White Wine 5.8
Fresh Pork Roasting Leg 110 I 5 &
Lemons 39 ISP
Slab/Cut Cakes 43 IVEE S
Fresh Stewing Beef 121 EEZS 5.7
Sour+Speciality Pickles 92 NGNS .7
- % Change
= Year to Decembe]
Worldpanel™ division of TNS 2008 2007 vs 2004

3-4% Growths:

Category Value Latest Year £m % Value Change vs Year Ago
Pricing Contribution

Ham
Food Drinks
Whole Milk
Ambient Slimming Products
Chilled Hot Pies
Facial Tissues
Processed Cheese Spread
Whisky
Frozen Pizzas
Frozen Processed Poultry
Savoury Snacks
Sweet+Savoury Mixes
Packet Soup
Cauliflower
Frozen Desserts
Hair Colourants
Frozen Beef
Beans
Razor Blades
Shellfish
Chilled Rice
Double Gloucester

3.5

% Change
> Year to December
2007 vs 2009
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Nearly £800m MORE spent on these........
A broader range of Products this year

Fresh Sausages 37
Fresh Beef Steak 36
Egg+Novelty+Seasonal Chocolate 36
Luxury Yoghurt 36
Whisky 135

Fresh Pork Steak

Chilled Desserts

Bio Yoghurt

Healthier Biscuits
Ambient Soup

Cat+Dog Treats

New Potatoes

Instant Coffee

Ambient Cooking Sauces
Whole Milk

Ambient Rice+Savoury Noodles
Frozen Chicken Pieces
Onions
Everyday Chocolate Bars
Chilled Pizza+Bases
Mushrooms

Baking Potatoes
Skimmed Milk

Nuts

Wholemeal Bread

Meat Extract
& Deodorants

Actual £m Change
Year to Decembe]
2007 vs 2009

Worldpanel™ division of TNS 2008
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Biggest Decliners: Turkey Products, Stout, VLF Yogurts,
Alcopops, Cherries

Category Value Latest Year £m % Value Change vs Year|
Frozen Whole Chicken
Apricot
Stout
Cooked SlicedTurkey
Fresh Turkey Roll/Roast
Household Insecticides
Ambient Flavoured Milk
Grapefruit
Mango
Ambient Sponge Puddings
Gin 196
Ambient Dips
Alcopops
Very Low Fat Yoghurt 214
Topical Antiseptics
Cherries
Instant Mashed Potato
Depilatories
Fresh Turkey Pieces
Fresh Flavoured Meats

83 % Change
= Year to Decembe
Y 2007 vs 2004
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Declining 3-5%: Soft Drinks (Poor Summer '07), Lager (vs World
Cup '06), ‘Healthy Eating’ Issues — FRM’s

Category Value Latest Year Em % Value Change vs Year Ago
Brandy

Carpet Cleaners/Stain Removers
Canned Pasta Products

Frozen Sausages

Styling Aids
Frozen Savoury Bakery -5.5
Total Fruit Squash 5.4
-5.1

Lager

Spring Onions

Shaving Soaps
Childrens Yoghurt
Scones

Artificial Sweeteners
White Grapes

Melons

Pears

Total Dry Dog Food
Flapjack

Tinned Fruit

Salmon

Fresh Bacon Joint
Frozen Ready Meals
Frozen Meat Products
Kiwi Fruit % Change
Year to Decembe

Declining 6-10%
Category Value Latest Year Em % Value Change vs Year Ago

Toilet Soap 65 I 0.2
Fresh Tuna 27 I - ©

Instant Milk 17 I .7
Peaches )y  Eb
Foot Preparations 49 NI ©
Beetroot 33 I - °
Fresh Braising Beef 89 _ 8.9
Contact Lens Cleaners 21 I 5 2
Fresh Whole Turkey 27 N -5

Pork Pies 136 I - 2

Luncheon Meat etc 41 I .1
Tongue 30 NI 5.0
Nectarines 90 NN <
Smoked Mackerel 41 I 6.7
Laxatives 29 _ -6.5
Frozen Pork 19 _ -6.5
Pot Pourri+Scented Candles+Oils 32 I 53
Cotton Wool 49 _ -6.1

Mineral Water 290 [N 5. o % Change
- b

& Year to Decembe
division of TNS 2008 2007 vs 2004

Declining 1-3%:

Category Value Latest Year £m % Value Change vs Year Ago

Table+Quick Set Jellies
Dog Food 416 [ 25
45 I 2.3

Body Sprays |
Cottage Cheese 39 NN 2.7
Toothbrushes 238 I -2 .5
Electric Light Bulbs 104 I 2.5
Shampoo 255 | -2.3
Processed Cheese Slices 35 NI 2.2
Hairsprays 71 I -2 .2
Cleaning Accessories 131 I 2.2
Smoked Haddock 46 I . 1
Hotcross Buns 76 I 2.0
Batteries 253 I 2.0
Bananas 20 B -1.7
Chilled Prepared Salad 230 I 1 .C
Bath Additives 378 I 1 .6
Rum 185 N -1 6
Frozen Whole Turkey 28 I - .6
Ice Cream IV 1 6
Bin Liners 106 NN 5
Cucumber 171 R 1 5
Mixer Drinks 82 NN - 4

Chilled Vegetarian | -1.4
Colas T 1 % Change
> Year to Decembe
8 2007 vs 200

2007 vs 2004

£400m ‘Lost’ Spending on these: No Footie World Cup for
Lager in 2007! Turkey Doldrums, ‘Yesterdays Products’, Yogurt re-
focus, No Summer for Gin! Or Squash, Mineral Water, Stout etc
Lager 784\
Cooked Sliced Turkey
Gin
Very Low Fat Yoghurt
Yoghurt Drinks And Juices
Total Fruit Squash
Frozen Ready Meals
Stout
Mineral Water
Alcopops
Fresh Turkey Roll/Roast
Brandy
Frozen Whole Chicken
Dog Food
Fresh Turkey Pieces
Pork Pies % Change
White Grapes Year to December

@ Bananas 2007 vs 2006
& Worldpanel™ division of TNS 2008

£163m ‘Lost’ Spending on these

Fresh Flavoured Meats -10.0]
Ice Cream -9.
Cherries -9.1[
Fresh Braising Beef -8.7]
Styling Aids

Frozen Savoury Bakery
Colas

Toilet Soap

Salmon

Pears

Nectarines

Grapefruit

Mango

Bath Additives

Apricot

Toothbrushes
Shampoo

Total Dry Dog Food
Canned Pasta Products
Ambient Flavoured Milk

Depilatories

% Change

Fresh Bacon Joint
Batteries Year to December

& Foot Preparations 2007 vs 2006
Worldpanel™ division of TS 2008




Movements in Average Price Paid
(per Volume Unit)

© Worldpanel™ division of TNS 2008

Plenty of Evidence of ‘Price Movement’ OVER 10% 26
This can be BOTH Raw Material (eg Harvest) driven AND/OR
Up-Trading to ‘Better’ Quality, reflecting Product Mix Change

Category Value Latest Year Em % Price Change vs Year Ago

Lards+Compounds
Sun Preparations
Apricot 19.9
Wash Additives
Broccoli
Old Potatoes
Flour
Fresh Turkey Roll/Roast
Frozen Whole Turkey
Fabric Conditioners
Lemons
Hens Eggs
Onions
Cabbage
Total White Bread 1,064
Instant Hot Snacks
Tomato Products
Total Brown Bread
1 Cake Bars 47 10.6 Year to
ﬂ Cherries 65 10. December

©Worldpanel™ division of TNS 2008 " 2007 vs 2006

% Change

‘Price Movement’ 8-10%: Inflation, ALSO Up-Trading. Evident in
Fresh & Chilled (Weather/Water), Bakery (Grain Prices)

Category Value Latest Year £m % Price Change vs Year Ago
Skincare 10.2
Fresh Whole Turkey 27 10.1
Chewing Gum
Peppers
Chilled Fruit Juice+Drink
Leeks
Haddock
Razor Blades
Childrens Yoghurt
Plain/Natural Yoghurt
Frozen Chips & Potato
Ambient Flavoured Milk
Sparkling Wine
Red Grapes
Antiseptics&Liq Disinfectant
Ambient Fruit Juices+Drinks
Fresh Sausages
Chilled Prepared Fish

Mushrooms 3
Baking Potatoes 8'1Change
Y Butter 0 Vear to
&rozen Whole Chicken 9
De]

© Worldpanel™ division of TNS 2008 2007 vs 2006f

2

‘Price Movement’ 6-8%: Inflation, ALSO Up-Trading.
Big Markets are Fresh & Chilled

Category Value Latest Year Em % Price Change vs Year Ago

Celery

Chilled Flavoured Milk
Fresh Pork Roasting Loin
Syrup & Treacle

Lettuce

Canned Rice Puddings

Fresh Flavoured Meats
Chilled Processed Poultry
Small Cakes

New Potatoes

Cat+Dog Treats

Cooked Poultry
Fresh Pork Belly

Denture Cleaners/Fixatives

Chilled Olives

Dry Pasta

Fresh/Chilled Pastry
Semi-Skimmed Milk

Fresh Turkey Pieces

Loose Fresh Meat & Pastry Products 6.4
. Spinach 2 Change
ﬂ Air Fresheners 6.2 Yearto
= December]
© Worldpanel™ division of TNS 2008 2007 vs 2006
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‘Price Movement’ 5-6%: Inflation, ALSO Up-Trading.
Broad mix of Big Markets

Category Value Latest Year £m % Price Change vs Year Ago

Fresh Beef Mince
Sour+Speciality Pickles
Smoked Haddock
Small Sweet Tarts
Very Low Fat Yoghurt
Fresh Chicken Pieces

Fresh Stewing Lamb
Skimmed Milk
Ambient Soup
Small Sweet Pies
Whole Milk
Cough Lozenges
Carrots
Muffins

White Grapes
Chilled Desserts
Milkshake Mixes
Cider
Smoked Salmon
] Tomatoes

December]

© Worldpanel™ divsion of TNS 2008 2007 vs 2006
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‘Price Movement’ 4-5%: Inflation, ALSO Up-Trading.
Broad mix of Big Markets
Category Value Latest Year £m
ISB Cookies 35
Flapjack 36
Electric Light Bulbs
Fresh Whole Chicken
Fresh Stewing Beef
Cod
Cooking Oils
Cottage Cheese
Chilled Hot Pies
Swedes
Body Sprays
Meat Extract
Porridge Oats
Leicester/Red Leicester
Pitta Bread
Chilled Cakes
Contact Lens Cleaners
Plaice
Crisps 620
Bottled Lemonade
Chilled Burgers+Grills
] Pasties

% Price Change vs Year Ago

4.4 %
4.3 Change
43 Yearto
December]
©Worldpanel™ division of TNS 2008 2007 vs 2006
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‘Price Movement’ 3-4%: Inflation, ALSO Up-Trading. . .
Broad mix of Big Markets Belt tighteni

Category Value Latest Year £m % Price Change vs Year Ago
Toilet Tissues 917
Baked Beans
Dessert Apples
Everyday Chocolate Bars
Sweet+Savoury Mixes
Fresh Offal/Other Meat
Machine Wash Products
Kitchen Towels
Vitamins.Minerals/splmnts
Tongue
Food Drinks
Frozen Fish
Cauliflower
Pork Pies
Luxury Yoghurt
Frozen Beef %
Red Wine 3.5 Change

Pot Pourri & Scenteds 32 3.4 Yearto
= December

© Worldpanel™ division of TNS 2008 2007 vs 2006

nacking increases

Home is the focus of consumption

Fewer risks

Home —cooking declines -

Because it's worth it? Because it's worth it?

%

ARLLMER &5

Worldpane!™ division of TNS 2008 ©Worldpanel™ division of TNS 2008

Belt tightening
Growth areas

Belt tightening

= Fresh fruit and vegetables and home-cooking declines

*,l'n..'t.nl.'_
|
Y .

«Cheaper meats (poultry) improve
*Processed value meat products grow
*Raw ingredients suffer
«Premium declines

“Cheap” treats and snacks

Convenient good value staples
o -

= >

© Worldpanel™ division of TNS 2008 © Worldpanel™ division of TNS 2008




Belt tightening

= Snacking — eating between meals — in home grows

*Proper meals hit
Informality not formality
*Fewer risks

Total Organic Products

£m'’s

/Annualised Value

Belt tightening
Impact on environmental, health concerns?

= Last economic downturn in the
early 1990's particularly hit

mC2DE’s

=North of the country
=Non White Ethnic groups
mThe very young

‘ > minterest rates are typically

loosened not tightened

= These groups are less important to health and environmental
concerns — groups that are beginning uptake now

= Impact thus likely to be to SLOW the advance of health concerns
NOT reverse

ﬂ = [f you are still in a job then your economy is unaffected

Worldpanel™ division of TNS 2008

Worldpane!™ division of TNS 2008
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BUT.........

m Organic Foods & Drinks STILL only account for 2% of Total Food &
Drinks. More in CERTAIN Categories but negligible in others.
Strongest in Fresh Fruit, Veg, & Meat.

There has been a plethora of Failed Organic Products where sheer
critical mass has proved to be SO difficult to achieve! Beware a
‘simple panacea’!

Ditto with Fair Trade which is even smaller despite headline-
grabbing initiatives where there IS a case. And only in pockets!

Again beware the dangers of failing to achieve critical mass!

Preoccupation with ‘Doing the Right Thing’ MAY diminish when
things get tight!

© Worldpanel™ division of TNS 2008

Paradoxically, as we spend proportionately LESS on @
Everyday Essentials, its easier to indulge ourselves a bit
more on them! Are the Trends settling?

Real Disposable Income vs Food & Drink Share of Spend
25 T 260

20
15

10

—&—Food + Non-Alcoholic Drink %

-8 Real Household Disposable Income Index

N TN ON P I NN TN ORI AND I VO DD ND I D Q0
CEE N EERE R eeae888883885838388838885
5556606550068 00860080008088003888 8

2232333323232 22333232333322A32323322332ARRK/KKKKR

Source: ONS Series ABQI / ABZV/ IHXZ * MAT to June

© Worldpanel™ division of TNS 2008

Remember the Key Recurring Themes.......

m Health 2 Nutritional Informing

Practicality = Convenience. Increasingly a ‘Given’

Enjoyment = Indulgence = Premiumisation

Broader Horizons

The ‘Right Thing’ to do, buy, consume = Ethics

Getting the Balance Right = Credit/Debits in Food Values

As Food & Drink become MORE peripheral to our Total Spending,
SO its easier to afford ‘just a little bit more for something better’

A small return to Scratch & Homemade Cooking — but not like before!

Belt Tightening & Increasing Inflation: Rein In the Luxuries —

@electively!

Worldpanel™ division of TNS 2008




Changing Preferences:
What Britons Buy in 2007

Chris Longbottom
Director, TNS Worldpanel UK




