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The 2009 Private Label Report

Topline Overview
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The 2009 Private Label Report from the IRI Consulting and Innovation Group allows
progressive retailers and manufacturers to optimize their private label strategies in
today’s tough economy.

The report is a forward-looking, thought-provoking analysis that provides a thorough
review of private label performance and best practices across channels, categories,
and retailers — as well as current viewpoints from over 1,500 consumers.

Benefits:

»

»

»

»

Develop a better understanding of
consumer attitudes towards private label
products based on age and household
income levels.

Understand private label performance
trends across regions, categories, and
individual retailer banners.

Gain clear insight into how best-in-class
retailers are driving private label grown in
today’s recession and how manufacturers
can most effectively respond.

Formulate action steps for improving your

—private label initiatives and performance.
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Report Example — Best-in-Class Case Examples

Case Ef'é\imple - Pu'bflix

The Publix GreenWise Private Label and Store Format
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Florida-based Publix has built an innovative health &
wellness platform called Greenyise. The platform is
centered around a group of private label products that
offer strong value on products that are all-natural,
minimalky-processed, and are produced using methods
that minimize any negative impact onthe environment.
In September of 2007, Publix extended this wellness
platform into a new store format — opening the doors of
the first Publix Greenwise Market in Palm Beach
Gardens, FL. By early 2009, new stores had been
opened in Tampa and Boca Ratan.

Publix 15 using several tactics 1 support the Greenvise private label.
» In-store merchandising includes in-aisle "store-within-the-store" merchandising for natural and organic products including

the GreenWWise private label.

» All Greerwise products across dry grocery, dairy, freshmeat, petfood, and nonfoods categories feature rminimalist but
attractive packaging thatis consistent across products and provides for attractive brand-block merchandising.

» A color-coded, shelf-tag identification system (in the new GreenWise stores) that helps shoppers distinguish hetween

organic, all-natural, and conventional products
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Report Mythbusters
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This report disposes many conventional views on private label success factors.

I Conventional View l I What the Data Tells Us l

In today’s economy, shoppers are 1. Inthe shopper survey, consumers told us that
purchasing more private label and the purchasing a private label is a brand-driven
decision is almost entirely driven by decision that involves many factors including their
increased demand for value... EALSE. own emotional connection to the retailer itself.

2. Private label shoppers who believe that 2. Inlooking at shopper attitudes of private label
these products are high quality are quality, over 78% of both lower-income and higher-
usually lower-income households... income consumers believe that private label
FALSE. products are typically of excellent quality.

3. To understand the private label impact 3. There are three critical views for understanding PL
on their brands, manufacturers first development — market-level, banner-level, and
need to analyze PL share and growth at category-level. Within these views, PL share is
the national level ... FALSE. often 2X or 3X what is seen at the national level.

4. For private label retailers, a fast-follower 4. A fast-follower strategy where the retailer allows

strategy is an effective way to improve
category variety and long-term sales

manufacturers to drive innovation in the category
can create short-term gains for the retailer but at

the expense of sustainable category growth.

—Consumers across shopper segments view private label much more favorably than many
—retailers realize. Yet even in the current recession, much work remains to be done in converting
this consumer view into sustained private label share growth across categories.
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performance... FALSE.
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Scope & Approach
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IRI conducted primary and secondary research on the marketplace to achieve the
study objectives and to offer actionable new insights to retailers and manufacturers.

InfoScan®

Data

Purpose: Determine
the impact of emerging
economic and shopper
trends on private label
sales and volume
performance.

Approach: Collected
and analyzed IRI-
proprietary scan data
through Q4 2008 to
determine performance
metrics across a broad
range of food, beverage,
and nonfoods categories
and across multiple
retail channels.

Consumer

Research

Purpose: Understand
current consumer
attitudes towards
private label across
categories and
retailers.

Approach: Conducted
an online survey* of
over 1,500 IRI panelists
to collect:
» Current consumer
attitudes.
» Private label
purchase drivers.
» Perception of
private label by
category and by
retailer.
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Lower Income
Shoppers

Purpose: Provide an
understanding of how
lower-income
households purchase PL
products across

channels and categories.

Approach: Utilized
consumer panel data

to segment and
analyze private label
performance data
based on household
income. Analyzed
private label shopping
patterns across five
lower-income micro-
segments.

Retailer Case

Examples

Purpose: lllustrate in
a concise and
compelling way what
best-in-class retailers
are doing to excel in
private label.

Approach: Developed
illustrative case

examples on:

>
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Supervalu /
Albertson’s
Safeway /
Dominick’s
Kroger

Aldi

Trader Joe’s
Publix
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Executive Summary

Private Label Share Growth Performance =
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Private label share in the U.S. across channels has risen in the past two years

as shoppers struggle with food inflation and other economic pressures.

Private Label Share of Total CPG Spending: All Outlets

21.2%

20.9%

B PL CPG Unit Share

21.2%

B PL CPG Dollar Share

21.6%

21.2%

21.8%

22.3%

22.6%

Q1-'07

Q2-'07

Q3-'07

Q4-07

Q1-'08

Q2-'08

Q3-'08

Q4-'08

Source: IRl Consumer Network®, all outlets, all CPG categories.
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Executive Summary

"Where to Play” - Category Perspectives [ ;
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Retailers can increase their likelihood of category-level success by making smart

“where to play” decisions - innovating in key growth categories.

U.S. Top 100 Private Label Categories
2008 Private Label Unit Share/Share Change vs. 2006
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Executive Summary

"Where to Play” - Category Perspectives [ ;

Private Label’s strongest growth performance tends to be within commodity-
driven categories without a dominant national brand and with relatively low
innovation. Retailers are gaining household penetration among these categories.

I Top Private Label Growth Categories l

“PL in Command” (share >26%)
PL Unit Share Point Growth 2008 vs. 2006

Cream Cheese/Spread
Paper Napkins

Rfg Entrees
Shortening & Oil
Disposable Tableware
Hot Cereal

Ice Cream/Sherbet
Baking Nuts

Natural Cheese

Tomato Products

“PL Developing” (share <26%)

PL Unit Share Point Growth 2008 vs. 2006

Pet Supplies
Cold/Allergy/Sinus Tablets
Rfg Salad/Coleslaw

SS Salad Dressings
Gastrointestinal - Tablets
Processed Fz Poultry
Flour/Meal

Rfg Dips

Toilet Tissue

Fz Bread/Fz Dough

8 cogourceniRidnfoSean®sSupermharkét Reviewso5Rweeks ending 12/28/2008 vs. same period Year 2006.
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Executive Summary

“Where to Play” — New Innovation Areas

Although other factors can come into play when deciding whether to enter a
category with a new private label offering, retailers should strongly consider brand

strength and speed and complexity of innovation when making these decisions.

“Remove weaker brands and “Very Tough Category.
increase PL shelf presence” Develop PL elsewhere”

- High Brand Strength - High Brand Strength
- Low Innovation - High Innovation
(Example: Jams and Jellies) (Example: Frozen Pizza)

“Commodity Category. “Dynamic Category. Prime
Traditional PL focus area” PL innovation opportunity”

Brand Strength

- Low Brand Strength - Low Brand Strength
- Low Innovation - High Innovation
(Example: Fluid Milk) (Example: Energy Drinks)

Speed / Complexity of Innovation in the Category

Implication

—Most retailers have already focused on “ideal” commodity-driven categories with low brand strength and
—low-novation. As retailers continue to expand their private label businesses, they will continue to leave
their traditional comfort zones and enter categories with stronger brands and faster innovation curves.

Copyright © Information Resources, Inc., 2008. Confidential and Proprietary.
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Executive Summary

"Where to Play” — New Innovation Areas ;

For a CPG retailer, effective “where to play” decision-making enables the private
label business to generate benefits in three key areas.

» High-quality private label products build shopper
trust and loyalty to the retailer.

» Consistent value vs. branded products across
categories drives a strong consumer value
proposition across all shopper segments.

Generates Traffic

» Innovation within premium-tier products helps establish the
retailer’'s products as destination items in the category.

» Focusing on earning a high category share in high-volume,
high household penetration growth categories with short
purchase cycles drives shoppers into the store.

Drives Profitability

» Private label volume growth in low-margin categories
reduces reliance on loss leaders to drive sales while
improving total category profitability.

» Trading consumers over to private label allows retailers to
profitably serve even the most price-sensitive shoppers.

» Successful innovation within the premium tier increases
10 Copyright © Information Resources, Inc., 2008. Confidential and Proprietary. average donar nng and Category margln performance
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Private Label in the U.S. — Region Performance
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Looking across U.S. regions, grocery channel PL shares are highest in the
Western region (excludes California) and lowest in Northeastern U.S. Private label
share growth comparing 2008 versus 2006 is positive in all U.S. regions.

West
23.8%
2008
Private
Label
%
Share
of Unit
Sales
Share
point
change 0.3 0.5
s | I |

vs. 2006
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22.3%

1.4

West

South
Central

22.0%

1.1

Mid-South

Total U.S.

21.9%

1.0

Great
Lakes

\

21.7%

0.8

Southeast

21.2%

1.1

i i

Total U.S.
- Grocery

0.6

Plains

0.6

California

VCHaNMEPPY%*Unit Sales Across 296 CPG Categories; 52 Weeks Ending 12/28/08.

Northeast



New York, NY

Oklahoma City, OK
Minneapolis / St Paul, MN
Cleveland, OH
Milwaukee, WI

Chicago, IL

New Orleans / Mobile
Philadelphia, PA

Tulsa, OK

Pittsburgh, PA

St. Louis, MO

Kansas City, KS
Baltimore / Washington
Los Angeles, CA

Hartford / Springfield

Des Moines, IA

Miami / Ft Lauderdale, FL
Birmingham / Montgomery
Green Bay, WI
Sacramento, CA
Charlotte, NC

San Francisco / Oakland, CA
Providence, RI

Dallas / Ft Worth

San Diego, CA

Boston, MA

Richmond / Norfolk, VA
Houston, TX

Raleigh / Greensboro
TOTAL U.S.

Harrisburg / Scranton, PA
South Carolina .
Tampa/ St Petersburg, FL @
Orlando, FL

Seattle / Tacoma, WA
Jacksonville, FL
Detroit, Ml

Northern New England
Omaha, NE

Peoria/ Springfield, IL
Boise, ID

Las Vegas, NV

Grand Rapids, Ml
Spokane, WA
Mississippi, MS

Salt Lake City, UT

West Texas / New Mexico
Portland, OR

Atlanta, GA

Roanoke, VA

Albany, NY

Toledo, OH

Denver, CO

Memphis, TN
Syracuse, NY

Phoenix / Tucson, AZ
Indianapolis, IN
Cincinnati / Dayton
Knoxville, TN

Little Rock, AR

Buffalo / Rochester, NY
Louisville, KY
Columbus, OH
Nashville, TN

New York

Total U.S.
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Source: IRI InfoScan ®, Grocery Channel, 52 Weeks Ending 12/28/0
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Sample Slide

Consumer Perspectives — Summary (Tl
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I What We've Learned l

» Four-of-five shoppers are now “sold”
on private label quality indicating
that product marketing during the
current recession is successfully
expanding the positive reputation
and reach of these products.

» Although nearly 80% of shoppers
have positive attitudes towards
private label (vs. 73% in ‘07), dollar
and unit shares are still below 25%.

» Particularly in personal care
categories, branded manufacturers
have successfully differentiated
themselves in the minds of
shoppers.

» Consumers perception of private
label quality is consistently high
__across U.S. regions and channels.

13 Copyright © Information Resources, Inc., 2008. Confidential and Proprietary.

I What it Means / Opportunities l

» Driven by a struggling economy,
more consumers across income and
age segments are trying private label
and recognize the total value of
these brands vs. name brands.

» Retailers still have enormous upside
potential in private label initiatives
that encourage trial and repeat
across food and nonfood categories.

» Many branded manufacturers still
have key advantages in the strong
emotional connections between their
brands and their loyal consumers.

» The private label opportunity for
retailers is enormous and stretches
across U.S retail channels,
geographies, and shopper segments.




Sample Slide

Consumer Perspectives — PL Quality Perception =
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Today, nearly 80% of shoppers agree that store brands are of excellent quality.
Older shoppers and those with lower incomes are most likely to agree that store
brands are delivering quality. Since late 2007, shopper attitudes have strengthened.

Many stoere brands are of excellent quality.
(% agreeing [ January 2009)

¥ ¥ l:l-"
79.2% 811%  814% 455 79.9% 77 794% 5000
H | | |_| ?10%
Total Lower Middle Higher #2534 3544 45-54 55464 6h+
Respondents Income Income Income
Dec | 7350 76.3%  71.3%  75.4%

‘07

Implications

The quality gap is diminishing between national brands and store brands, creating new challenges
—for branded manufacturers. This pattern places added pressure on these manufacturers to
_establish and protect their brand premiums in the minds of consumers during the current recession.

14 Copyright © Information Resources, Inc., 2008. Confidential and Proprietary.




Sample Slide

Consumer Perspectives — Retailer Opportunities [ ;
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Shoppers across income levels and age groups have positive attitudes around
private label and their experiences with these brands. At the same time, private
label share growth is sluggish in many categories.

Today, retailers have a major opportunity to
leverage the positive consumer perception of private
label products into both increased household
penetration and increased usage occasions.

sales and 22% of unit
volume and is positioned to
grow in two key ways.

Today, private label ‘
represents 18% of dollar

15 Copyright © Information Resources, Inc., 2008. Confidential and Proprietary.




Sample Slide

Consumer Perspectives — Category Level [ ;
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In key OTC categories, shoppers recognize that both PL and branded
manufacturers are offering the same high quality product and well over 50% of
buyers are willing to buy a private label. In more personal and emotional categories
including skin or hair care and cosmetics, the numbers are significantly lower.

How likely are you to buy a store brand if available for each of the following products?
(% responding likely or very likely)

O Lower Income O Middle Income 0 Higher Income

6T%656%67%
o o
53'3'.-".;.59 L R ﬁﬁof'l':'ﬁ.:'l.",.".;.
% 30%49%4g0,

L]
40%:33%, 3 37% o 35% 3%
3 ¢j9% 1 I:I"II':"JIT::-".;. 0%
3%

a
15%1 4% 40,

1IN

OTC Pain OTC Cold! Househaold Paper Laundry Soap SkinCare  Shampoo ! Cosmetics

Relievers Flu Cleansers Products Detergents / Products Conditioner
Remedies Fabric
Softeners
Implications

- The challenge for manufacturers is to deliver functional performance while creating an emotional,
—performance-based connection between the shopper and the brand. Without this bond, the brand

Js at an increased risk of losing market share to other brands, including private label.
I |

16 Cop




Sample Slide

Consumer Perspectives — Retailer Level f=)
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Looking across several top U.S. food retailers, the private label programs at Aldi,
H.E. Butt, and Hy-Vee are most influential in winning loyalty with shoppers.

809, Their store brands are a big reason why | shop there.
(% Agreeing)

27% 7% 28% -
I 16%

TOTAL Alli  FoodLion HEB HyAWee HKroger  Meijer Publix Safeway Supervalu Walmant  Other

30%

]r—n-m-—-m
Fovet g ety
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Case lllustration
Supervalu’s New Line of Natural and Organics

| swategy |

In order to address its shoppers’ growing preference for
natural and organic foods, as well as continued
demand for value, Supervalu and its other banners
including Jewel and Albertson’s launched a new private
label called Wild Harvest in early 2008. The brand
includes about 150 items across several food
departments including fresh produce, fresh meat, dairy,
and dry grocery.

The new brand is intended to resonate with shoppers
looking for organic and natural foods and potentially
win market share from natural / organic food retailers
including Whole Foods.

wild berry
orisp
it

The new line of Wild Harvest cereal is “first-in-line” within

. the newly-created health & wellness cereal set.
Tactics l why-cr Werness S

Supervalu’s health & wellness private label strategy is supported by effective in-store tactics.

» Wherever possible, Wild Harvest SKUs are merchandised together to create a powerful brand banner
effect. For example, Wild Harvest is the focal point of a new 16’ health & wellness cereal set (photo).

» The Wild Harvest name is used to “brand” the organic sections of both fresh produce and fresh meats.

» Supervalu ad circulars regularly feature Wild Harvest products and include messaging focused on
——wiantng trips from natural food retailers, e.g. “Go Wild in our Aisles! Skip the specialty store trips and get
——Akyour natural/organic items in one convenient location.”

19 Copyright © Information Resources, Inc., 2008. Confidential and Proprietary.




Case lllustration
Supervalu’s New Line of Natural and Organics

mpect|

While the Wild Harvest brand is still new and continues to
be developed, it appears to be achieving Supervalu’s short-
term objectives for the brand and Supervalu continues to
promote the brand heavily. Longer-term, Supervalu intends
to increase the total number of Wild Harvest products to
250-300 and extend the brand into new departments and
new categories.

During the current recession, Supervalu is pricing its Wild
Harvest products approximately 15% below equivalent
products at Whole Foods and appears determined to build
loyalty among wellness-focused shoppers who are also

Wild Harvest is used not only to brand
individual products but also the natural
foods section within dry grocery.

under budget-constraints.
Supervalu Comments

“With the Wild Harvest brand, we’re focused on helping consumers ‘organify their world' by delivering a wide
assortment of affordable, fresh, healthy and wholesome foods at their primary grocery shopping destination. Now the
entire family meal can be organic — at a lower cost — from products conveniently available (at Supervalu).”

- Adam Graham, Wild Harvest brand manager

“The Wild Harvest launch demonstrates Supervalu’s renewed focus on being a more customer-centric organization.
Significant research and consumer insights went into the development of the brand, which has enabled us to create a
highly desirable offering that speaks directly to consumers' desire for fresh, wholesome and affordable foods that help
them live a healthier lifestyle.“ - Duncan McNaughton, EVP, Merchandising and Marketing

20
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Retailer Action Plan — Sample Slide

Overview

=
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To support this study, IRl conducted an extensive analysis of consumer survey

results, best-in-class private label programs, and IRI-proprietary private label
performance data to help retailers:

» determine “where to play” and calculate the size of their unique private label business opportunities.

» understand new consumer attitudes towards private label on a category-by-category basis as a means
to improve overall focus on private label product innovation and marketing efforts.

» utilize private label as a means to differentiate from the competition, offer more affordable solutions to
budget-constrained shoppers, revitalize the center store, and improve sales and margin performance.

» validate the required steps towards success and execute and drive the process.

IRI's Private Label Excellence Implementation Process

Commitment, Assessment, Benchmarking

Identify and Prioritize the Opportunities, Align Suppliers

“ Refine Private Label Strategy, PL Leadership, Best Practices

Space, Assortment, Promotions / Messaging

22 Copyright © Information Resources, Inc., 2008. Confidential and Proprietary.




Manufacturer Roadmap — Sample Slide

Overview

Based on its past work in helping branded
manufacturers develop and implement successful
private label mitigation strategies, IRI has designed
a four-phase private label mitigation process.

This process — or Mitigation Roadmap — was created
to help branded manufacturers effectively align
internal thinking as well a formulate a series of
actionable category-level initiatives and strategies to
successfully address the risk of private label growth.

I Key Benefit Areas l

» Deeper understanding of private label consumers and the different types of needs
they have.

» Development of new solutions that meet the needs of key consumer groups.
Implementation of targeted execution, i.e. right store, right shopper, right market.

» Practical and actionable solutions to halt private label expansion at the expense of

branded manufacturers in key categories.

-
A

i
!
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Manufacturer Roadmap — Sample Slide

Process Methodoloo
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The roadmap is a collaborative process across four core phases from knowledge
foundation to strategy development and implementation.

Knowledge

= _ Private Label Defining and Private Label
% 2009 Private Label Category Closing Capability Initiative
= Report Assessment and Gaps Implementation
=, Diagnostic
S
What are the key What are our key What do we need to How do we achieve
=~ drivers in the pain points, needs successfully execute our desired
2 marketplace from an and capability gaps? the set of initiatives? position?
[ | industry, retailer, and What set of Are there any
’ consumer initiatives could help information or other
= | perspective? us successfully capability gaps we
7 Are there any mitigate private label need to close before
variations by category | | risk? we move to
or consumer group? implementation?
0 »Trade Interviews »Situation Analysis »New PL metrics »Based on the
o , , outcome of the
S || e || herenor o prevos o phases
= >Initiative segmentation
— -{ »Consumer Research Recommendations
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The 2009 Private Label Report

More Information =
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Each thought leadership report is supported by a budget of $350,000+. This
Investment is spread across our client base so each client receives over
$350,000 worth of thought leadership work for a fraction of what it would cost to

develop a custom study.

In the end, our clients receive a three-month piece of research the very next day
and each of our clients can order additional “Custom” work to suit their needs.

$350,000

Investment

1 1 1
“Custom” “Custom”

Client 5:

Client 1: Client 2: Client 3: Client 4:
$50,000 $50,000 $50,000 $50,000

Client Comments

Client 6: Client 7:

$50,000
$100,000 $100,000

“Working with the Consulting and Innovation Group has allowed us to help guide their research and
_have an actionable piece of research that we can use from day one — and at a fraction of what it
———would cost to have this done through a consulting firm.” - Retail Executive

26 Copyright © Information Resources, Inc., 2008. Confidential and Proprietary.



The 2009 Private Label Report

More Information

» Report and on-site presentation is NONNGANN T L H
$50,000 !

» Deliverable is a PowerPoint
presentation with 130 + slides

Understanding
Emerging

- Success Factors
in Private Label

» For additional information, contact
Sean Seitzinger at 678-613-1427 or
Sean.Seitzinger@infores.com

March 2009

27 Copyright © Information Resources, Inc., 2008. Confidential and Proprietary.
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