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FMCG Global Trends | Introduction

Introduction

=

This report looks at what is happening in the FMCG market globally

and the consumer behaviour that is driving these trends.

Based on over 2000 FMCG categories in major ‘barometer’ countries, the report analyses:

» Value and volume trends since 2007

» The impact of price on consumer choice

-

» The effects of the number of buyers, shopping frequency and basket size

The ‘barometer’ countries are France, Germany, Italy, Netherlands, Spain, UK, Poland,

Russia, USA, Brazil, Mexico, China, India and Japan.

© Europanel 2013 powereg@GiK and Kantar Waogepanel
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FMCG Global Trends | Executive Summary

Executive Summary

Based on our ‘barometer’ countries, FMCG globally has seen a considerable slowdown in 2014. Volumes in several
countries remain low (Germany, NL, Spain) and these have been joined by much weakened trends in Russia, Japan,
China and USA (after better patterns earlier in the year). Only Brazil, Mexico and India stand out as being in

growth.

Key issues are lower inflation or even price deflation impacting value, political issues in Russia, taxation rises
in Japan and lower volumes as shopping frequency falls and careful consumers drop unnecessary purchases. There are

also signs that more ‘eating-out’ 1is a factor in some countries.

Down—-trading to Private Label continues even on the high share levels in the UK as a result of discounter growth.
Only France is holding back this tide with a greater emphasis by retailers on key brands. Discounters are also

increasing share although this is more country—specific where additional stores are driving growth.

Whilst Food price inflation has turned to deflation in some cases, there are some countries where this is still a

factor - especially more recently in the USA. On the other hand, compared over the long term, consumer confidence

and employment remain more positive but this may be encouraging greater out—of—home consumption.

Richard Herbert

Business Development Director
Europanel

© Europanel 2013 powered by GfK and Kantar Worldpanel
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Data & Sources

Datasets

» Household panel data

» 4 weekly periods (months in Germany, Poland, Russia, Brazil, Mexico,
India)

» Value and volume purchasing, shopping frequency, number of buyers
(penetration)

» Total Market, Private Labels, and Discounters

» For a large number of grocery categories
(France: 337, Germany: 285, [taly 142 , NL: 133, Spain: 119 UK: 286,
Poland: 289, Russia: 177, USA: 902 Brazil: 74, Mexico.: 49, China: 106, [ndia :
28)

» Food price inflation, consumer confidence and unemployment data
sourced from Eurostat and local statistical offices

» Global and regional totals are based on the ‘barometer’ countries
in this report: France, Germany, I[taly, NL, Spain, UK, Poland,
Russia, USA, Brazil, Mexico, China, India and Japan

» Calculation of Global and regional ‘barometers’ 1is based on
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FMCG Global Trends | FMCG, Inflation & the Economy

Monthly/4-weekly FMCG Value Trend - Global & Regional barometers

continuing slowdown in global FMCG value growth impacted in most countries by lower volumes and lower price inflation
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Monthly/4-weekly FMCG Volume Trend - Global & Regional barometers

With the exception of Latin America, volume trends are poor with significant slowdowns in China, Japan, Russia and USA
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Consumer Price Inflation Food - Global & Regional barometers

Apart from W. Europe some signs of higher food price inflation which is a factor undermining the market
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Consumer Confidence - Global & Regional barometers

Current confidence levels remain relatively high in the long tern but there are short term reductions in Europe
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Unemployment rates - Global & Regional barometers

Unemployment levels are generally continuing to drop
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Monthly/4-weekly FMCG by type Trend - Global & Regional barometers

The main slowdown has been in Foods and also Personal Care, especially in volume terms
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Monthly/4-weekly FMCG by type Trend - Global & Regional barometers

Strength across the board in Latin America but Food is the driver of poor trends in Eastern Europe
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Monthly/4-weekly FMCG by type Trend - Global & Regional barometers

weakness in the US FMCG market is shown in all 3 category areas but especially in Personal Care and this is similar in China

25% A

e Food & Beverages Food & Beverages
20% - —Household Care 20% - —Household Care
15% - Personal Care LL] 15% 1 Personal Care
L 10% = 10% -
- )
zEI 5% — 5% -
< 0% > 0% . I /A ZASIR N TAA ——r——~—:j5vx—4x=ﬁ&j£<
5 < NAVa S ALY
- -5% EAP % -5%
-10% -10%
-15% -15%
2008 2009 2010 2011 2012 2013 2014 2008 2009 2010 2011 2012 2013 2014
60% - 60% -
509 50% - Food & Beverages
40% - LLI 40% - —Household Care
% 30% = 30% - Persohal Care
Z:I 20% - 3 20%
S 10% - \V : A AL /\‘ C>) 10% D\ / 9
< O% T i B LY. .‘ v’/ > O% T WANY, B B4V .U B T \.— = \7— 7 )
Z < V U 4.4%
T ' Foodl & B ="
O -20 00 everages T 0
-30% - —Household Care O -30%
-40% - Personal Care -40% -

2008 2009 2010 2011 2012 2013 2014 2008 2009 2010 2011 2012 2013 2014



FMCG Global Trends | FMCG, Inflation & the Economy

LLong Term Annual FMCG Value Trends

Lower inflation and volumes have led to value growth by country being lower than over the last 6 years in most countries
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LLong Term Annual FMCG Volume Trends

Volumes are weak almost everywhere with few exceptions and especially in NL, Japan and Russia

Highest year — Lowest year ® Compound Annual Growth Rate (2007 to 2013) A Latest 12 months
30% -
25% -
20% -
15% -
10% -
A
5% - ®
®
® ®
) $ A
O% , | | ; | ] ‘ ] 4 ] | L | A | | — | | T | ]
L + ¢ T 3 1 - T -
A A
_5% i

-10% -
France Germany Italy NL Spain UK USA Japan Poland Russia Brazil Mexico China India



FMCG Global Trends | FMCG, Inflation & the Economy

LLong Term & Latest Annual FMCG Consumer KPIs

Some signs that the level of down—trading has eased although the gradual move to Private Label continues

== Food inflation  =mVolume Down-trading ¢ Value <& Volume effect on average across categories
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LLong Term & Latest Annual FMCG Consumer KPIs

Consumers are generally saving by buying fewer less important categories as the average number of buyers per category is dropping

Penetration Basket Size Frequency e Volume <& Volume effect on average across categories
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Private Label FMCG Value Shares by Global & Regional barometers

The relentless march of Private Label continues in all relevant regions
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Private Label FMCG Value Shares by Country

The only exception to PL growth is France where retailers have been more focused on top brands
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Discounter FMCG Value Shares by Global & Regional barometers

Overall, Discounters continue to grow share although this is very country and store number dependent
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Discounter FMCG Value Shares by Country

Share growth has come with increases in store numbers in Poland, NL, Italy and UK with more stable patterns in Germany and reductions in
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Key Country Comparisons - Western Europe I

How price increases were absorbed What is contributing to Volume Change?
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Key Country Comparisons - Western Europe 11

How price increases were absorbed What is contributing to Volume Change?
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Key Country Comparisons - Western Europe 111

How price increases were absorbed What is contributing to Volume Change?
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Key Country Comparisons
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Key Country Comparisons [Latin America

How price increases were absorbed What is contributing to Volume Change?
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Key Country Comparisons
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France - FMCG Value Trend Components

Deflation in food prices currently but fairly steady volumes and up—trading boosting _
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France FMCG Volume Trend Drivers
Volume stability driven by the average amount bought per category per shopping trip _
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France Frequency, Private Label, Discounter and Price Paid

Trends

There is up—trading in the market and both Private Label and Discounters are suffering
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Germany




FMCG Global Trends | Country Detail | Germany

Germany - FMCG Value Trend Components

No inflation and poor volumes continue to undermine the market _
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FMCG Global Trends | Country Detail | Germany

Germany - FMCG Volume Trend Drivers

LLong term drop in shopping frequency and less buyers per category continuing to impact _
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FMCG Global Trends | Country Detail | Germany

Germany Frequency, Private Label, Discounter and Price Paid

Trends

Continued down—trading to Private Label but not Discounters which remain very stable. Shopping frequency reductions not helping the
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FMCG Global Trends | Country Detail | Italy

[taly - FMCG Value Trend Components

A rise 1in prices paid rather than inflation is helping current values but vs a weak _
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FMCG Global Trends | Country Detail | Italy

[taly FMCG Volume Trend Drivers

Despite the low shopping frequency, volumes are now holding up better _

Penetration Basket Size Frequency —Volume Penetration Basket Size Frequency —Volume
14% - 14% -
12% - 12% -
10% - 10% |
8% - 8% |
6% - 6% -
4% - ﬂ 4% -

2% - 2% -

0% \//\ \/q@\/\/ 0% | | | | - B |

2% - ; J\ 2% -
4% - 4% -

-6% - -6% -
-8% A -8% -
-10% - -10% -
-12% - -12% -
-14% - -14% -
-16% - -16% -
2008 2009 2010 2011 2012 2013 2014 2008 2009 2010 2011 2012 2013 Last 12

Months



FMCG Global Trends | Country Detail | Italy

[taly Frequency, Private Label, Discounter and Price Paid

Trends

Private Label now more stable although Discounters still developing. Poor summer weather impacting lower shopping frequency
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FMCG Global Trends | Country Detail | Netherlands

Netherlands - FMCG Value Trend Components

Despite no inflation, poor volumes continue with careful shopping and low frequency
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FMCG Global Trends | Country Detail | Netherlands

Netherlands FMCG Volume Trend Drivers

Fewer more careful shoppers per category, buying less often underlie a poor volume _
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FMCG Global Trends | Country Detail | Netherlands

Netherlands - Frequency, Private Label, Discounter and Price Paid

Trends

Value products and retailers continue to develop in a poor market not helped by continued reductions in shopping frequency
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FMCG Global Trends | Country Detail | Spain

Spain - FMCG Value Trend Components

Deflation and lower volumes driving lower FMCG value _
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FMCG Global Trends | Country Detail | Spain

Spaln FMCG Volume Trend Drivers

Volumes undermined by lower overall shopping frequency - larger basket size not _
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FMCG Global Trends | Country Detail | Spain

Spain Frequency, Private Label, Discounter and Price Paid

Trends

Lower frequency than last year impacting volumes but PL growth has currently stalled albeit at nearly 40% share
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FMCG Global Trends | Country Detail | United Kingdom

United Kingdom - FMCG Value Trend Components

Zero inflation and steady volumes have led to stability rather than growth _
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FMCG Global Trends | Country Detail | United Kingdom

United Kingdom - FMCG Volume Trend Drivers

Overall volumes very stable now due to larger basket sizes _
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FMCG Global Trends | Country Detail | United Kingdom

United Kingdom - Frequency, Private Label, Discounter and Price Paid

Trends

Down—trading to Discounters leading to Private Label growth. Shopping frequency now much more stable
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FMCG Global Trends | Country Detail | Poland

Poland - FMCG Value Trend Components

Deflation and largely stable volume mean a lack of value growth _
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FMCG Global Trends | Country Detail | Poland

Poland FMCG Volume Trend Drivers

Larger basket sizes compensating for lower shopping frequency and fewer category _
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FMCG Global Trends | Country Detail | Poland

Poland
Trends

Frequency,

Private Label, Discounter and Price Paid

Continued and linked growth for Private Label and Discounters. Shopping frequency dropping again, not helping the market
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FMCG Global Trends | Country Detail | Russia

Russia - FMCG Value Trend Components

Continued inflation supporting value but undermined by lower volumes and down—trading _
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FMCG Global Trends | Country Detail | Russia

Russia FMCG Volume Trend Drivers
Significant drop in volume now driven by less discretionary buying as general buying _
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FMCG Global Trends | Country Detail | Russia

Russia Frequency, Private Label, Discounter and Price Paid

Trends

At a relatively low level but Private Label continues to grow. Discounter shares now much more stable as is shopping frequency
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United States of America




FMCG Global Trends | Country Detail | USA

USA - FMCG Value Trend Components

After a better early 2014, higher Food prices have impacted volumes again _
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FMCG Global Trends | Country Detail | USA

USA FMCG Volume Trend Drivers

Continued shopping frequency reductions and higher prices impacting volumes again _
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FMCG Global Trends | Country Detail | USA

USA - Frequency, Private Label, Discounter and Price Paid Trends

More down—trading to Private Label, lower shopping frequency and higher prices all impacting a fragile market
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FMCG Global Trends | Country Detail | Brazil

Brazil - FMCG Value Trend Components

Continued strong growth supported by both price inflation and volume increases _
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FMCG Global Trends | Country Detail | Brazil

Brazil FMCG Volume Trend Drivers

Strong growth driven by more buyers and higher basket size per category _
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Brazil Frequency, Private Label, Discounter and Price Paid

Trends

Shopping frequency is dropping overall and leading to the increases in basket size

10% -
—Private Label Value Share

5% -

———————————

5% -
2007 2008 2009 2010 2011 2012 2013 2014

145 - 25% -

140 -
135 -
130 -
125 -
120 -
115 -
110 -
105 &
100

95 -
90

Index based on Jan—07

Total Frequency

2007 2008

2011 2012 2013

v

2014

20% -
15% -
10% -

5VWVWV\
0%

-—Total Price % Change

6.7%

-5% -

-10% -

2012 2013 2014



O 000 O
o0 00 0O [ I ) 0 000 000 0O
0 00 0 060 0O O 00 00 000 000 0O
O 000 000 O O 000 00 00O [ ] O 00 000 00 00 ([ ]
O 000 000 00O ®O 000 00 000 000 0 00 00 o0 00
o O O 00 000 000 0 00O ® 0 0 0 o0 00 00
O 00 000 000 000 O [ ] o0 0 00 O [ BN ) 0 0 0 000 00O
O 0 000 000 000 00 0 00 o 0 00 O O 000 O [ I ) 0 0600 00O
O 0O 00 000 000 000 006 000 00 00 00O O 000 00 O 0 000 00O
O 0O 00 000 00 00 00 000 0 00 0 00 O ® 06 0 o0 000 0 00
O 00 0 000 00 000 00 000 0 0 0 o0 ® 00 0 0600 ® 00
O 00 00 000 000 000 00 000 0 0 00 (I ) 0 000 00 00 o 00
O 0O 0O 00 000 00 000 00 © 00 200 290 ° 9 ° 90 2 ° 9 0 0 0600 o 00
o0 o0 [ I ) O 00 000 00 000 000 0000 ©0° 0 ° 20 0 0o o0 o 00
00 O 0 000 00 000 000 000 0 00 0 0 ® 00 0 00
o 00 O 000 00 000 000 000 00 © 0 0 0 [ ) 00 0600 O ® 0 0
® 00 00 000 000 000 @0 00 ® 0 0 o000 o ® 00
O 00 00 000 000 000 00 0 o 00 o 00
® 000 00 000 000 000 00 ® 00 [ ) o 00
O 0 000 00 000 0006 000 0 0 ® 060 o 00
([ ] O 00 00 000 000 000 0 0 0 [ B BN N (] o 00
o O 00 0 000 000 000 00 0 0 0 000 0O (I )
O 00 00 00 000 000 00 0 0 0 0 0 000 0O o
O 00 00 000 000 000 006 0 0 o O 00 000 0O
O 00 00 000 000 000 00 0 0 o O 00 000 00O
O 00 00 000 00 000 00 © 0 0 ° 90 00 ©° 0o
O 00O 0 00 0 O 00 0 000 000 0 ° ° 0 0 o
® O 0O 0 00 00 000 00 © 0 0 0 o o 0 0
O O 00 00 00 00 000 00 © 0 0 0 o 0 o 0 0
O O 00 0 © 00 © 00 © 00 © 0 0 © 0 9 ° 0
O 0O 00 0 © 00 © 00 © 00 © 0 00 00 ° 0 0
O 0O 00 00 00 000 © 00 © 0 © 000 © 0 0 o
O 0O 000 0 00 000 000 00 © 0 0
O O 00 0 00 000 000 00 @ 0 0 0
® O 00 0 000 000 000 00 @ 00
® 000 00 000 000 000 00 0 0 0
o ® 00 000 000 000 00 0
o ® 00 000 000 000 00 o
o O 00 000 O o0 0 0
o0 0 000 o0
[ ] 0 000 0 0o
0 0000 [ ]
0 00O o ® 060 O o
FMCG Global Trends | Country Detail e ees % ceee °
0 00O ¢
® O o
O 0 00O o0 060 °
o600 O 00 00 00O
oo 00 00 000 O
.‘..0000.0.0000.
..OOOOOQQO0.0QOQ
® 000 00 000 000 000
® © 00 00 000 000 00
® O O 00 00 0006 0006 000 0 0 0
MeX]_CO O 0O 000 00 00 000 000 0 © 0 0
® 000 00 000 000 000 00 0 0 00
® 000 00 000 000 000 00 00 ( ]
O 00 00 000 000 000 00 0 0
O 00 00 00 000 0060 00 0 @0



FMCG Global Trends | Country Detail | Mexico

Mexico - FMCG Value Trend Components

Although Food price inflation continues, volumes have recovered and so also value _

mm ood price inflation m=w\olume Downtrading —Value mm Food price inflation mmVolume == Downtrading —Value
20% - 20% -
18% - 18% -
16% - 16% -
14% - 14% -
12% - 12% -
10% - 10% -
i 9 8%
6% - 6%
4% - 4%
SO At e
0% ‘vl. ’ ‘l \"“ \ | L’ ‘ ‘ ﬂ_, ‘ 0% |
Il R /
-4% -4%
-6% - -6% -
-8% - -8% -
-10% -10%
-12% -12%
-14% -14%
-16% - -16% -
-18% - -18% -
-20% - -20% -
2008 2009 2010 2011 2012 2013 2014 2008 2009 2010 2011 2012 2013 Last 12

Months



FMCG Global Trends | Country Detail | Mexico

Mexico FMCG Volume Trend Drivers
Bounce—back in volume continues due to larger basket size although against a weaker _
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Mexico Frequency, Private Label, Discounter and Price Paid

Trends

Shopping frequency reducing again but volume bounce back continues
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China - FMCG Value Trend Components

Some price inflation leading to value growth but volumes now only stable _
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China FMCG Volume Trend Drivers

Volumes now barely stable and just held up by increased basket size _
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China Frequency, Private Label, Discounter and Price Paid

Trends

As the trade develops, shopping frequency continues to drop but now with some impact on volumes
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India - FMCG Value Trend Components

Continued value and volume growth but also down—-trading to cheaper items as trade _
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India FMCG Volume Trend Drivers

More buyers and larger basket size per category more than offsetting fewer shopping _
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India Frequency, Private Label, Discounter and Price Paid

Trends

Overall shopping frequency reducing as trade develops

110 - 15% -

105 - Index based on Jan—07 Total Frequency —Total Price % Change

100 10% - —PL Price % Change

95 -
5% -

90 - ‘//ﬁ\_\’/\35%
85 - 0% 1.4% .

| | | | | et | =

80 -

5% -

v

75 | | | | | | |
2007 2008 2009 2010 2011 2012 2013 2014

2008 2009 2010 2011 2012 2013 2014



FMCG Global Trends | Analysing Consumer Reactions

Appendix — Analysing Consumer Reactions

Buy same — Buy less — Buy cheaper

More or less buyers — More or less often

[Larger or smaller basket size
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Explanation of Terms & Methodology

FMCG value change is the sum of value sales for all categories
compared with YA.

To calculate FMCG volume change, we calculate how much volume
contributes to the value change for each category, sum up these
contributions and relate to value YA (this results in an average
category change in volume)

To calculate FMCG price paid change, we calculate how much price
contributes to the value change for each category, sum up these
contributions and relate to value YA.

The difference between the FMCG Price Paid Change and Consumer
Price Inflation for food products are then a result of up—trading
(buying higher priced products) or down—trading (buying lower
priced products).

Note that the changes are multiplicative and don’ t add back
exactly.

Sales Value
Price Paid
Sales Volume -0.4%
Inflation 12.0%
Down Trading -4.7%
10% 5% 0% 5% 10% 15%

HOW TO READ THIS CHART

Sales value went up (6.3%), driven by changes in category price paid,
(6. 7%) whilst volume was down (0. 4%).

We assume that Food inflation is a good proxy for actual price
increases 1n FMCG.

The increase in prices paid (6.7%) is less than inflation (12%).
This means that buyers choice has moved towards lower priced products

by
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Explanation of Terms & Methodology

The ‘measure tree’ shows how value sales are a function

of volume sales and price paid.
Value Sales

Volume sales are dependent on three variables - the
and how much they buy on each
occasion.

For each category, we calculate the contribution made to volume , ,
Price Paid

changes by changes in the three other variables.

Summing these category—specific contributions for all categories,
we arrive at the ‘average category’ view (hence penetration can
decrease as we are not looking at total FMCG, but at the average

of all categories in the panel).
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