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Purchase
Behaviour

30,000

households

Continuous scanning
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Consumption
Behaviour

11,000

individuals

1 week online diary

Out of Home
Behaviour

7,500

individuals

Continuous snapping




We can find out that...

1

2

Approximately half
of new launches
are detrimental to
the category




New till-less Sainsbury’s in Holborn —
Retail innovation

payon “Nege
your phone .-
at Holborn

Circus Local

A '

Starting today, shoppers at Sainsbury’s Holborn Circus convenience store in London can check out the UK’s first till-free grocery store. The

experiment will put SmartShop Scan, Pay & Go technology to the test in a bespoke food-to-go store, uELTialeNe|ole = TES To] oo 1p o Ko (Vs I 6

Customer feedback from the experiment will help Sainsbury’s develop the SmartShop Scan, Pay & Go app further before

being rolled out more widely.
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Areas of focus

State of play in
Grocery/Dairy

Importance of Innovation

IKANTAR

o ===
o ==
¢ -

Tips and rules for
Innovation







Growth coming down as inflation eases
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More marked for Dairy

Dairy vs Grocery Spend growth

+1.6ppt

1 +0.4ppt
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With consumer confidence following a similar trend, why might this be...

GfK, consumer confidence index
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.The B word
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Desperate May reveals her

= Mayday Mayday plan B: to buy more time
her Brexit vote which could have Z B .“aband()“ Vote

toppled her, PM is forced into
dramatic climbdown-and a
last-ditch tour of Europe to
salvage her deal. So is this...

May turns to EU for help after
climbdown on Brexit deal vote




Against a backdrop of political
uncertainty, are consumers returning to
recessionary behaviour...




Out of Home growth slowdown
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Value Growth

Occasion Growth

Kantar Worldpanel OOH Usage | | 52 w/e 07 Oct 18 vs 08 Oct 2017 | Occasions — YoY Actual Change | Total Market 12

Kantar Worldpanel Usage | | 52 w/e 30 Dec 18 vs 31 Dec 2017 | Occasions — YoY Actual Change | Total Food & Drink



1bn additional meals In Home /Carried Out YoY

Compared to growth of only 22m the year before
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—|n Home / Carried Out Foods
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Consumers increasingly choosing to Carry Out lunch and daytime snacks.
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Year on year change (millions)
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Growth/Decline of Occasions

¢ O

OOH Carried Out

Lunch Afternoon Teatime
Snacks

Spend per snack occasion (£)

Carried Out In Home
£0.75 £0.92

100m more

lunchboxes were
consumed YoY

(+5%).

Out of Home
£2.25

Health is a key
driver of growth for

Evening Meal  Evening Car.ried Out
Snack Snacking (+3.6%
YoY)

IKANTAR

Kantar Worldpanel OOH Usage | | 52 w/e 07 Oct 18 vs 08 Oct 2017 | Occasions — YoY Actual Change | Total Market
Kantar Worldpanel Usage | | 52 w/e 30 Dec 18 vs 31 Dec 2017 | Occasions — YoY Actual Change | Total Food & Drink
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Recessionary behaviours

Volumes steady/up

Key lever for saving
money is product choice
(followed by store)

Out of Home slowdown

In Home/Carried Out
meals up 1bn! (15
additional meals per
person)

210m more scratch
cooking occasions
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Innovation can be key in these times

Grocery Brands
2018

Branded Innovation
2018

£8.3bn
(+£541m)

13.4% of
branded value

Total RST / 52we 31-Dec-18
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Bigger and Better

Less launches but more success

2017

3,881

246

2018

271

3,365

Total
Launches

£1m+
Launches

Total RST / 52we 31-Dec-18
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Happening across Major Retailers

Change in innovation as a % of branded sales

TESCO M
bubnbutd ASDA MORRISONS

+0.8% +0.8% +0.6%

Sainsbury’s Waitrose

+1.2% +1.9%
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Importance to Dairy

A key lever for growth but room to improve?

Dairy Brands
2018

Branded Dairy
Innovation 2018

5.7% of
branded value

Total Dairy / 52we 31-Dec-18 20



So what has been successful?
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What do this year’s top 10 have in common?

Marketed as premium @ Targeted a distinc_tly different Met an unmet need in
or ‘the best’ shopper or occasion their category - tappin

Into emerging trends

9
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Which one do you think is #1 in sales terms? And most incremental to the category?
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#1 Most Incremental brand launch last year was Halo Top

v" No Parent brand

v" Significant Price premium

v Tapped into several key hot consumer trends

v" Unmet need

calories
per tub

v Evidence of working in the US

v Extensive media

24



Tapping into more needs unlocks additional spend

“Trading up and down has become o
the norm for consumers —

choosing to spend more money on
what matters to them, and less on
what doesn’t.”

ped™

Kantar Futures
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Sells at a 25% premium to a typical chocolate bar
p

despite being 40% lighter in weight

1 Need 2 Needs | 3 Needs 4 Needs

KWP Usage: Total food at snacks, occasion value per person
52 w/e August 2016
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Health has grown +11% since 2014 and managing health is back in growth
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Rolling change in millions of occasions

A S O N D J
17

J

FM A M

J

A S ON D D
18

FM A M J

J

A S O N D

—_—

Provide a varied diet

Time for a healthier meal

—  Benefits

To get portion of fruit or veg led health
More natural/less processed

Health benefits (fibre/vitamins)
Lighter/not filling
‘ Managed
Lower in fat/salt/sugar health
Calorie or portion control
26

Kantar Worldpanel // Total in home and carried out consumption // 52 w/e December 2018



Public Health England — Portion reduction program

urce : bbc.co.u
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KEEP
CALM

FOLLOW
THE RULES




In summary...

Success in NPD is hard but understanding the ‘rules’ of category launches will mitigate risk.

Premiumise Promote

Larger Packs

FEVER-TREE

A Big Year 1 Impact Scope To Increase Activity

29




Things to remember

Grocery/Dairy slowing in
line with consumer
confidence — return to
recessionary habits

Innovation as important as
ever to find growth. Clear
examples of success to
follow
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Focus on meeting
(multiple) needs and
stretching your brand







