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Important: Demoegraphic Changes

ULS. pepulation:ter arew: 49% ter 420 mm by 2050
(87% from 1950 te 2000)

INonR:-Hispanic Wihlte: pepulatien Willfdrep: fren 69%; in
2000110 50% In' 2050(90%: in 1950)

a Ethnic minerties will'acceunt o 90%) ofi pepulatien
grewith

By 2030; 20% will e 657 compared with 12% 1n
2010)0)

a Between 2008 and 2010, the 55-64 group wWill grew: by
19 millien;, while' the 25-34 segment will dropr by 1
millien

n Life expectancy’ up; we: are living lenger and \want te
experience these years in good health




This Is America Teday:




Key: SOCI0economic Iirends

Growth of Smaller Households

Size of households {by age)

| Nl = Changing iousehold structure andiroles

edbne 4% BE% 118% 24 = Smaller households

PP R = vworking moms single moms, efo. etz
i o i A% A = Single moms (1970 — 3imillion; 2000 — 10 million)

s Demographic andilifiestyle changes

m Ethnicity: fromi the melting pot ter a stir firy

= New foeds;, new: ingredients, and! higher taste
profiles

s Emerging segments and oppertunity: areas
m Vore aging boemers and mere: kids

a EmEernging needs for health

s Boy those kids are different!

s [ndividualizatien: I Want it my way!

Income: polarization: haves and have-nots

20+ million
additional people
over age 50




ljaste Is first; evernyining else s secona!

Consumers are increasingly less likely

B SARRELSS Sauiarharn it NEW TASTE BENEFITS PARAMOUNT!

Taste Trends S e :

_ o Distinctive Flavor Innovations,
Percent that agree (all levels of agreement) with T £ Reci
statement: “Food taste is more important than how extures ecipes
nutritious it is.”

50 48.1%
43.2%

B ]
40 36.4%
2 Percent
5 of Food
Pacesetters
in each
report years

ey T 1995-96  1996-97  1997-98  1998-99  1999-00  2000-01

Source: The NPD Group's National Eating Trends® Service

Number of
Pacesetters 102 87 91 95 120 126

Percent™urnber of Mew Product Food Pacesatters with Tasee/FavorTexture/Racipe Benefits
Sowrce: [RI's Anmual Mew Product Pacesenters Reports




Our Ag|ng Changing
Population

Purchase Factors

—e&— | select foods
based primarily of
Nutritional content

—&— Taste is more
important than
health

<35 46-55

- NMI 2002 HWTR




Eeod Preparation and
Consumption Trends

Bottom! line:

American heuseholds meving firom “ceoking™
meals to “assembling™ meais

s According te Gallup’s 2002 Study, When asked! to
descrine hew! they: prepared “yesterday’s main G
£ g Yy’ BrEP V/ Yy ﬁrﬁ%ﬁ
38% at home from scratch N ag
3395 at home Using convenience. foods (21% in 1998) %)< = &
10% take-out from restauliant or supermarket S
18% ate’ at a restavrant

Teriyakl Chilcken

= Pl

s Fewer menulitems, dishes, appliances
= More occasions, choices, alternatives




Major Tirend: Convenience

Anytime, Anyplace, Minimal Prep
s Convenience claims up
s Mere prepared foeds

x Portability i beth preduct form and
package: structure

919% off cONSUMErS U CORVERIENCE
feeds, Up 22%: frem 1993 (Parade)

SAcKkIng 0cecasions Increasing

Werare willing terpay’ a significant
premium fer convenience
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What dorwe: know: about value

drivers; e consumers?
Anompoly: we: are coeking llliterate: bui: cuisine

iterate: broad and sephisticated flaverr palate

Researchipresented by Yankelovich —

a Consumers now: vaiue
Quality, ever guaniity.
Intangikles; ever tangikles
Time over money.
= 76% are looking for more ways to simplify their lives.
= 81% say they have less free time than they did 5 years ago.
x Erom the exuberant lifestyle off the “90s) te one
seeking more satisiying| EXperiences

Looking for meaning, not just “stuif”




Serving the “LOHAS” Market

HLifestyles o laealtirand sustaimaniin:
$22.7 billion; dollar market

Custemers interested in

x Natural, erganic, nuthtional products
x Renewanle energy.

x Saclally responsible investing

s Alternative medicine

x Recycled and ecolegicall products




“Slow Foeds” Gain Momentum

Backiashi against precessed, mass:
produced and fast feed, andithelr negative
Impact

Mevement: back: ter traditional ways ofi
preparng and eating; enmphasize passion
for foed

Emphasis;en ingredients of Integrity such
as artisan cheeses and: olive oll

Increasing rele of the Downtown Farmers
Market and organic fieods




ularlt of Ethnic Grows
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Table 1—Ethnic foods popular in household. From MSI

Type nf ethmc foud % in 2001 % in 2002 anference (%)

Italian 73 81
Mexican 65 72
Chinese 67 67
Japanese 16 20
German 16 18
Greek 14 16
Thai 12 16
Indian 8 1
Middle Eastern 6 8

RN W B N W e O - o

By the year 2025, 40% of the U.S. pepulation
will be made up of ethnic minorities.




[Healtihi Ist A Driving Eerce
he Oppoertunity.

n 94946 0f consumers aged 50+ understand there
IS a link' lsetween diet and health

a B8l19%) say they have become Moere CoNscious of
What they eat

s 669 sat they wery, mere abeut thelr health as

they grew elder
= Source: Dairy-Deli Assn.

s 6in 10 adults say they can reduce the risk of

disease ly: eating healthiully, b

s 58%0 say! that' health greatly affects ﬂf‘hﬁ;é;‘;i,‘;g’*
SsUpermarket purchases

m Source: Liz Sloane, Food Technoe/ogy




% Households Concerned With Preventing Specific Health Conditions

Asthma
Menopausal Issues
Frostate |ssues

Chranic Fatigue syndrome

Depression

Intestinal Irregularity
Acid Reflux Hearthurn
Diabetes

Skin Problems

Memong Cancentration

Stress related Prohs
Frequent Cold and Flu
Lack of Energy

Csteoparosis

Chesity Ovenweidght TS.EID%

Arthritis! Joint Disease
Vigion Problems

High Cholesterol
High Blood pressure

Cancer

Heart disease 91 .50%

Source: NMI, 2003




Eating for Healti

ez R '
cancor TR - '
High blood pressure N 77
High cholestero! N . %
vision prociers N 1
Arthritis/joint disease () 7 ¢ 27>
Obesityioverweight (N 75,5
Ostaoporosis [TV RIS R AbY 7 1.7
Lack of energy N 7.7 %
Frequent cold and fiu [ P e A AT | 69,9 %
sressreiated probs N - -
Memory/concentration [ © 5 -9 %
kin problems (N - <
diabotos NI -
Acid refiux/heartourn [N 62-< >
intestinal irregutarity GGG 5.7 %
i pepression [ 51 ¢
Chronic fatigue syndrome [N 47 1%
Prostate issues [N 42.7%
Menopausal issues [NENEG 41.2%
Asthma [N 28.4%

Fig. 13—Eight out of ten shoppers are trying to prevent a condition with
food purchases; heart disease tops the list. From NMI (2003).




Are We Eating Right? NO!

Figure 2—2000 Food Supply Servings Compared With Food Guide Pyramid Recommendations

Servings per capita per day

Grains 106 —
9.0

3.8
4.0

_ v Il 2000 food suppply
Fruit 1
3.0 |:| Pyramid recommendation

Vegetables

) 1.6
Dai
. 2.2 | I
Ounces
e
6.0
Grams

Added fats2 65 —
41

Teaspoons

S
Added sugars 31 F

L Pyramid recommendation based on a sample diet of 2,200 calories.

2The Food Guide Pyramid does not make a recommendation for added fats and oils. This recommendation is implied by the
56-percent share of total fats accounted for by added fats and oils in the food supply in 2000 and an upper limit on total fat
consumption of 73 grams for a 2,200-calorie diet.

Source: USDA's Economic Research Service.




Challenges and Oppoertunities

USA Togay stated: “Consumers: increased health
concerns have pui the entire packaged-fieed industry.
Under pressure to change quickly.”

Interest Increasing in:

s Fewer carlas; complex carls
s Smaller pertions

x \Whele grains

s Antiexidants

s Eliminate trans;fats

s Omega-3fand Omega-6 fatty acids
a Nutrtenal infermation

a Vegetarianism

s Cholesterol reduction

a Diabetic-friendly products
a Self-medication




o Aithnugh they restricted themselves to ohe
drink at lunch time, Howard and Tom still
found they were not at their most productive
in the afternoons 4




There are, of course, different
Way/s te respond...

| WHOA ..
o0 T NEED A GOOD
ATTORNEY.

CHOCDUATE
DR MK

SiCwEm. yirmip p ¢ (0




Organics Increasingly, m—
Vainstreamse

Censumers may: not know: exactly
What erganic Is, but the term
“resonates wellness?”

TOMATO JUICE "

5‘:5_!{_‘:\-. . @ __,--’;
~— ]

Tihe grewth 1n; erganics has: heen
prompted By a consumer hacklash
0 hormoene use, genetic

engineenng and lrradiated feods

USDA" s fiederallregulationss new
define erganic, which will validate
this segment fer malnastream
CONSUMETrs.




Consumers: Increasingly.

Recognizing the Benefits of So

Awareness of Health
Benefits of Soy

Soy Products Tried

g

B 2001 -
oy I o/
2002 | 50%
H 45%
2003 f 40%

35%
30%
25%
20%
15%
10%

2l

A598 18% e .5':{ PBYE 05%  39°% 078 26% 569 BT 20%! 22%
5! :

i

T SojRiwgee Soymil Sogtds SyyPweEn
Wais

SOURCE: United Soybean Board

28% of Americans consumed soy
foods or beverages once a week or

more (Soybean Board, 2003)

SOURCE: United Soybean Board



Industry Response
Fastest Growing Food Product Tags

’/\ —e— LowFat
—8&8——HighProtein
No/ LowSugar

. High Vitamins

—+——High Minerals

/ —¥— High Fiber
—8—— | owCarbs
h‘/
T I

High Calcium

1999 2000 2001 2002 2003

1999 - 2003 New Product Introductions — ProductScan® Online Marketing Intelligence




Wisdom
frem “dihe
[Far Side?

There Is one

Key Issue Wit
nealthy foeds

In sudden disgust, the three lionesses realized
they had killed a tofudebeest—one of the
Serengetis obnoxious health antelopes.




Top Consumer Trends

Eating better
Counting caras
IHealthier Kias

Eating fier change

s Reducingl cholesterol,
trans fiat

Leoking for functional

Ingredients; that

provide pesitive

2althiul lsenefits

BUyING| BEVErages: to
address hetter health

Energy drinks: are: the
fastest grewing
supenrmarket segment

Loeking fer healtny
altermatives; frem
festaliranis

Seekingl erganic,
natural; clean,
sustaining

Source: Food Technology



Erem One of My Faverite Food
Industry Folks...

WWhat ['ve really caught ente: lately 1s hew: much
SheppRErs.. aneé focusing) en labels te define the products
they are thinking abeut huying. And I ececasienally: catech
them talking tereach ether anouit these products. /Have
Yo triea 7= 15/t geoa 7= HoW many.camds ... caloles
... sugar ... salt... 7 This isiwhy. I believerretailers and
manuifacturers are In the throes of a significant sea
change, Where the /aoe/wWill be Kingl nrdetermmining
Wihat consumers Willand will not purchase. It s
Nappening rght new In the: supermarket, but such
attention torapel lnforation s golng. to) greatly,
Iatensify/ Ih the years to) corie:

Beb Messenger's Moerning Cup, 2/23/04



Pefending the: Feod Supply,

Untilfnow, eurprimary interest was en.
preventing contamination due to: poor: sanitation
Olf had feoad hanaling practices

IHOWEVEY, We newW. are focused 01| ieod security,

WhIChI ConsIsts of:

s Prevention
Threat analysis
Vulnerability: assessments
Preparedness
a Security measures, procedures, contrels
s Infiermation’and traceability.
s Monitoring programs
s HACCP methedology.
= Emergency response systems




TThe New World of Food

Competition comes ffem| evernwhere
s New retail formats

x Many new optiens: for ouUtSeUrCING eurr meal
pPreparatien

Supermarket feodsenvice
Gourmet andl specialty’ markets
Commiercial foeaservice operators
Home delivery services

“Biingl a chef te your heme?”

he key'is 10 provide a value: proposition

that appeals te Semeone and cannort e
easlly duplicatea



lncreasing Enphasis on
“Econemizing Behavior:

Plan shepping; use: lists
Leok for specials
Compare prices
Redeem coupons

By store hrands: store: brands up; being
emphasized as a Source ofi competitive
advantage by retailers

R RStock Up when product Is on deal




Store Formats - Definitions

Store! formats' consist of three major groups:

_ — At least 65% of sales fem grecery and
consumanles
s Conventional m [Limited Assortment
s Superstore B Super Warehouse
= Food/Drug| Combo m Other (Small Grocery)
_ — [Less than 65%) efi sales firom| grocery
and consumanles
= Wholesale Clubs B Supercenters
= Dollar Stores m Drug Stores
= Mass Merch m Militany.

— Smalll, high-margin; steres selling primarily.
major brand grecery and consumahbles, developed DSD

categories




Share ofi Grocery and Consumanles

89.6%0

52.3%
~ - 49.094 Traditional
s 4 39.02% Non-Traditional
7
31.3%0
15.79%
2 5o 8.8%0

1988 1993 1998 2003 2008
)

WIC




Supermarkets Are Struggling

Supermarket Trips
(Per Household, Per Year)

1998 1999 2000 2001 2002 2003 2004

Source: ACNielsen, “Channel Blurring.”

Winn-Dixie Is the latest Is a series of
bankruptcy filings




Eeod Retall Landscape EVelves

Hraditienal greceny store: formats willfaccount: for
less than! 50% of the' grecery anadl consumanies
market By 2008, 10Sing share te nen-traditienal
fermats.

MSUpercenters tor grow 61 share peints by 2008
representing) 1 7% of the' tetal market resulting frem
thelr strong price advantage ever traditional
fermats.

HDollar steres are projected to deuble: thelr share: of
grecery and consumanies through aggressive stere
GPENINgs, Increased! custemer penetration and a

grewing emphasis on food SKU's. %C




Eeod Retall Landscape EVelves

HDrug steresi benefiting fren an aging
populatien; and an empnasis e/ drving
front end sales.

HCIUBS continue ter grow,

B \We bright Spoets exist Withinl traditional
grecery fermats: Limited-Assertment stores
and a growing sulkset withim the
Conventional fermat have carved eut taelr
WA UnIgue niche analare growing.

WIBC



Lifestyle Needs Impacting Grecery Shepping

sSUpEermarkets must fiecus mere attention on
Shopper needs and Iess: 0/ comparsens Wit
competition,

Time Self Care Care for Family

Source: Willard Bishop Consulting




Consumer Pressures are Forcing

Shopper Needs to Evelve

Trends Driving Shopping Traditional Shopping New Shopping
Patterns Among Consumers Occasions Occasions

“uoney IR

Care for Family

Smart Budget-
——  Shopping

Efficient Stock-up

piscovery

Bargain-Hunting

\ =
Specific Item
Reluctance
Grab & Go
Immediate

Consumption

% of
Grocery
Spend

27%
18%
16%
9%
10%
9%
4%
5%

2%



Nine: Shepping Occasionss and Channell Choice

The New Focus on Shopping Occasions

Care For
Family

Immediate | m I - I
Consumption | 1
¥l ! i

Efficient
Stock-Up
Small-Basket o
Grab & G 8 Budget-
v v 3 Shopping
: |
Bargain-
Hunting 7 5 Discovery
Among Stores
6 S
*Visit for more

information on “The World
According to Shoppers” study and
Specific the Retalil Tool, “Getting Inside the

Reluctance s Minds of Your Shopper



http://www.ccrrc.org/

Hew: Have: Feod Retailers Responded?

Cleanliness Is still the number ene: factor In
cheEsINg a supermarket!

Understand what diives valtie (Donit get
“Stuck In: the Middie™)

Stere brands and: brand the: store

Rebulld the' center ol the' store:
merchandisingl, In-stere premotions

Make shopping an enjeyakle expernence

“ihink glokal, act local* with firesh feod,
emphasis on' therlocal agricultural’community;
markets for the “neighlkhorheod

Be a selutions provider




Be a Solutions, Provider

;-, America Online - [U krop's] [ _ &) =]

 File Edit Print ow SignOf  Help

Mail ~ [People « [ROLServices ¥ [Setfings = [Favorites - A
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Live Healthy Plan Meals Save More Shop Online

Thursday, May 31st, 2001

| Dinner for Two

Winner

Charlene nao ek
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] Turn
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# Cerlificates
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Haome

Wihatis N ew
Ty kroner
Special Order
Savings

litchen Help
Pharmacy & Health
Flowers & Gifls

Find Stores

Contact Ls

Site Map

About Our Company
SEC Filings
Carears

FACE

ORDER

SPECIAL ORDER “eighiieyew door.

health &

kosher
wellness

entire store

collections organic international

]
powered by Eye Lovel Solutions L_E:_EL )

Click to view this

; Order Here. Pick Up Mext Day. | View Our Weekly Ads Your on-line wine steward Health Info at your fingertips
s . =l < rr

week's SAVINGS

Be a Soltinsrvider

Kreger publishes

which
features natural
and erganic
preducts, and
nutritienal
supplements



* Entire Site
£ Recipes Only

eat well. live weall.

Diabetes

Food Allergies
Healthy Eating
Heart Health
Nutrition Facts

Weight
Management

Pharmacy Services

VWegman's

eat well. live well.

@ Look for the "Eat Well. Live Well."
symbol for healthier meals.

When you have an
"Eat Well. Live Well.”
meal, here’s what you get:

Atleast 1 cup fruit and vegetables
Mo maore than 600 calories, ¥ grams
saturated fat and 1000 mg of sodium
mostly "better" carbohydrates—fram

whale grains, beans, vedetahles

and fruits

Fan-Seared Chicken Breast with

What do you mean
"Eat Well. Live Well."?

1 Calaries Count

2 Strive for & Cups of Fruits
and Yegetahles.

3 Share Prep & Fleasure
of Great Meals

4 Get Moving!
5 Measure Your Progress

“Eat Well, Live Well.” Meals

Pan-Seared Salmon with Yegetahles
& Citrus Soy Sauce

Stir Fried Porkwith Snow Peas in Citrus
Soy Sauce

Fan-Seared Tilapia with Baby Bak Choy,

mMushrooms & Red Lentil Chili

Boneless Chicken Thighs with Red
Uy Sauce

Pan-Seared Scallops with
Bouillahaizzse

Helpful Ideas
Jane's Featured Link

Bewy Product Bews

Tip of the Month
Physical Activity Tip

Ciaily Menus

Featured Article

Step up to
My Puramid
Zohe is the
ane-size-
fits-all diet advice. This
news pyramid is cust-
omized toyour age and
gender with colorful tips
and interactive toaols to
irmprove your food and
fithess profile. Lse the
food and physical activity
tracker aver an entire
vearto see how well
those small stens




VWegman's -

Operates 27 W-Kids' Funi Centers

s Kids 3-8 can make arts; and crafts, read, and cook In
a toy kitchen whlle: parents; shop

Viakesi Iits own line off kKids! foeds suchl as: fish-

sihiaped pasta and animall Crackers

Offfiers cake decoratingl on Viether's and! Fathers
Day, and breakiast with Santa Clause andithe
Easter Bunny,

Participates iin community: Service: programs
suchias leys fier Tots and Kids" Cafes which
feeds needy children




H-E-Biin Tlexas: “We're the Local Guy”

Your H-E-B Store Online Services Mealtime

0412302005 = H-E-B [

534123y
UMY

100 Great Years.
Thanks to you, Texas!

We’re throwing one heck of a party
and all of Texas is invited.

Lo (H-E-B s/

VEBRATEON 10y
S g/

Bramnded
products
Include rubbing
alcoholfwith
MOoISturZzers

l Mature's Harvest is good health, new ideas,
| nutritious fi atural produc a m

£~ Awvailable at select H-E-B stares, Nature's
g Harvest is the easiest way to bring balance
‘ = into your life.

Strong appeal to the
Hispanic shopper: “Their
brands and perishables”

H-E-B’s Central
Market:

A gourmet store
that appeals to
“foodies”

ll:::l}:rl‘ﬁ|r|TurrrHt|ur| all in one convenient ha+ure s
harves+

R From sumptuous soaps and body care products, to organic cereal and
hormeopathic v Wl find new and exciting products around every
carner with Mature's Harvest,

Hature's Harvest Store Locations



Glant Carlisle

We’ve pic kdth best homegrown produc
ee what's FRESH tGIANTth k»-

“OUur theeny Is to really’ get the: custemers:
visual attentionren the wWay/in.*

Tony: Schiano, president.

Major emphasis onffiresh and erganic
a Walter, the fictitious produce expernt

When peoeple ask wiere Walter Is, we say “he’s out In| the
fieldsi getting the lhest product.”

Design, decorand feod




Natural and Organic




Safieway:’si New: Poesitioning

“Ingredients; for Life”

5 Highest quality’ produce’ and other firesh Iitems

m “Sweetest ofi the Seasen” guaranteed sweet produce;
“Rancher's Resenve tender beer

s Preprietary store branads
a Prepared meals

Signature seups and sanadwiches
s SUPErior CUstomer Service

n “Lifestyle” fiermat store: Inviting| decor With walim
ambiance
Natural and organic feods, fleral design centers, sushi hars




Small foetprint, limited Inventory.

Demographic fieeus; CoMNEct Withl CUSTeMErs
SheppINg EXpPErence... “cache”

IHealthy, geurmert, specialty f6eds

Lots, of prvate: lalel

Werk with; smaller processors, ne sletting fiees
Tght cest contriels yield competitive prices

RECRUITMENT



Limited Assortment Stores

German
French
g Dutch Sllef .
1% « . Australia
- 5 -
I A ustria
Germany

Hikommen vei ALDI
"--,welcomg to ALD'%%

l ireland
German

French + Switzerland
lalian

Greal Britain




Heme Deliveny

Operaters such as Albertsen's and
Safeway havermoved to a “Clicks B LEE]
and Bricks” medel featuring on-line

Oldenng, Selection In-store: anae
neme delivery.

Alold purchased! Peaped WRICHIS
grewing I the: Bosten Varket for
Step & Shep and etherr areas; in the




Ianks e your attention!

John Lord
jlord@sju.edu
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