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Grocery store | |STS

Outside Disruptors

v Market factors
v’ Health, well-being
v Immediacy/Social Media

v Transparency

Store Level Impact
v E-commerce and Click &
Collect
v' Retail experience, services

v Deep discounters, private label



Economic expansion

Retail deflation

High consumer confidence

Overall retail =

“o0f35% Physical stores in 2016

K/Iarket
factors



Today.s shopper

o

Today’s population is
younger & more multicultural

More men are responsible for
household shopping

Channel agnostic

Fewer physical shopping trips
(and fewer visits to
center store)



Tomorrow's
shopper

* Physical well-being
e Health
« Personal safety
 Info secure
« Knowledge empowered
 Assumed levels of convenience




“We want to think the people who
care about our food care about us.”

oROCERY ... pmem

THE BUYING AND SELLING —
OF FOOD IN AMERICA gugde OVIS K

Rafey's Shelf Guide, is like having an expert with vou,

every time you shop. [aleys_(om/glﬂde
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MICHAEL RUHLMAN

New Yotk Times bestselling author of Rotio




Transparency

_I\Iew retall
reality

Immediacy




Engage with food,
engage with the world.

Transparency

changing the way transparency: drawing
companies market consumers into a deeper
to consumers. conversation.
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CHIPOTLE

New retail reality

* Your competition is everywhere
people spend money on food

« Shoppers don'’t think of channels,
they think of solutions

RED LOBSTER plebees

GRIL




Grocery retail isn’t
top of mind because
grocery retail isn’t
talking with
consumers.

Tap into the
opportunity: 67%

of households with kids outsource ®
cooking meals to the grocery
store... some of the time.

happy eating
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POSTMATES

UBER
EATS deliveroo

So do restaurants

d Pick-Up

Order onllng, #vold the ling at hlhll'rni‘ grab your bag
from the Rapid Plek-Bp shelf and you're an your way!

PaneraBread.com

L4 L";v\r‘vl'o;;lv;‘-r".l‘e" |
& AooSt « Order from history and favorites.
pp Store |17 Schedue your pick-up ime.
« Save your customized item.
€ PIaY | = Enter youraredlt card only onoe:




“The pace of change will
never be this slow again.”

attributed to
* Matthew Bishop, The Economist
« Hans Vestberg, Pres/CEQO, Ericsson

 and Graeme Wood, Journalist
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“E-commerce will transform the food industry in
similar ways to how it transformed entertainment

and apparel.”
' - Denise Morrison, CEO, Campbell Soup

Grocer retall

digital commerce

$100 billion
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Find, follow & share
your Interests
Like Pinterest, with a direct

Spa rk link to Amazon... where
< ..7 you can make a purchase.




And Walmart is
right there, too

« Walmart: #1 (for traffic)

« Adds an estimated 1 M I L L IO N

new products each month

...andwasat15 MILLION

last fall.

* Acquisitions: Shoebuy.com, ModCloth, MooseJaw, Bonobos Inc.




eComm 2023:
20% of CPG > Total Volume of Club, Dollar,
Hard Discounter and C-Stores combined

Peaped

p instacart






Brick & Mortar:
Point of
Differentiation

Community
space

Personal
Interaction

Social events

Higher levels of
personal service

Store brand

exclusivity
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The ripple effect of
one great
employee

Promote the good
— both internally
and externally

| evels of
service
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% Who Will “Definitely” or “Probably” Purchase*

Source: EnsemblelQ Research Services. TOTAL BASE =1015 PRIMARY GROCERY SHOPPERS
*PROBABLY WILL PURCHASE’ OR ‘DEFINITELY WILL PURCHASE’

Rethinking
the store

SEAFOOD MEAT DAIRY, EGGS & CHEESE
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Deliver against different
consumer “solutions’ to...

Make the
Shopper
the Hero!

New and assumed
levels of convenience







| - -
D e I I : o - Average basket ring with
oy : prepared food purchase,
Y ¥ et g vs. $41 average basket (1)

Deli (including fresh —— L
prepared foods) is the E!!ZrIVTCLE.)pL\I e T a
fastest growing area in 2015. (1) o ——

In the fresh perimeter.
by the numbers BILLION

Fresh prepared sales in 2015.
(Total sales: $24 billion) (2)

of U.S. population
purchases prepared foods
from grocery retail. (1)

T of deli sales generated by
= 5 fresh prepared foods. (2)
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“‘Retailers will need ...
to find ways to draw
shoppers to the deli

departmentwhen in the

stores as welhas
prompting fresh
prepared purchases
among deli consumers
there fordelrmeats,
cheese, and other
items.” — 2017 industry
research

Grocerant
myths

...means becoming a prepared
foods destination much like a
restaurant.”

“My closest competitor isn't
In thisispace,so the
pressure.is off me.’



Shoppers want ease and
convenience... “if | trust
you to know me, you can
think for me.”

érocerant
truths

Remember the
consumer
of the future?

Solutions can include
using the entire store to
provide quick options for

the shopper.
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Welll prepare it
while you ghop!
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i Operational
Considerations




DINNER

" PRODUCE BUTCHER

Lamb Kofta + Tzatziki Sauce + Pita Bread +
DLM Arabic Salad + Vera Jane's EVOO

Broil lamb kofta, turning occasionally, until well browned on al’
sides and internal temperature reaches 160°F. In a nonstick -
let, brush pita with a little clive oil and briefly heat on botb

till warm. Serve cooked kofta on warm pita topped with -
Arabic Salad.
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New
conveniences ¢



V. Coborn’s To the Table
Fresh Meal Kits

Meal Kit
Giant Eagle Fresh in :30 EXPlOSiOn
Kroger Prep & Pared

Metro’s missfresh
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Food + Tech = Solution



Meals kit delivery

Jeedandas - But walt,
there’s more...
oroldaeneraton  from Amazon

meal kits
Your meal kit is missing
one important ingredient:
l
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Store brands leverage “solutions”

i f({M{ 'A'{(.I_N’l.

INTERNATIONALLY
INSPIRED CUISINE

» Lifestyle: Health, Sustainability
« Seasonal, Limited Availability



Store brands: We're buying them

(Especially Millennials)

Whe_never Occasionally
Available

26% 18% 9%
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Millennial GenX Boomer Source: EnsemblelQ Research Services
TOTAL BASE =1015 PRIMARY GROCERY SHOPPERS



98% of retailers use private But private label lags in 96% of households purchase
brands to differentiate — the #1 success behind customer some form of private label at
competition strategy service, produce, community grocery retail.
(source: Food Retailing Industry Speaks 2016, FMI) support/ties, meat/poultry, and e T et W e e o O

deli/fresh-prepared initiatives

(source: Food Retailing Industry Speaks 2016, FMI)



YOU can
only get It
here.
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Store brand leaders

ALDI

» “Customer Obsession”
 Aldi: 2,000 stores by the end of 2018
« $1.6 billion investment in remodels and store expansions

 New focus on fresh

Lidl

« Stores will be 2x larger than (traditional)
Aldi stores

e 100 by end of 2018

* Fresh departments

B\ ° Some national brands



Make Shopper the Hero

Deliver against
shopper needs:

New levels of convenience
Expectations for health

Recognize the shopper of
the future and work to
ensure their:

Personal wellbeing and health
Keep their information secure
Support their empowerment
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