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Overview

o

QUANTIFYING THE THE ORGANIC IMPLICATIONS FUTURE
ACTUAL CONSUMER IN FOR PRODUCERS ~ OPPORTUNITIES
OPPORTUNITY 2020? AND RETAILERS?
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Quantifying the
Opportunity
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When
Evaluating
Organic
Data
points....

Is the data actual sales, projections or
consumer estimates?

Are we talking total store, perishables
or just produce?

Does the data represent “ALL"
consumers or “Organic” consumers?

If only Organic, are we talking to
heavy or light users? Both?

Getting committed
Where is the shoppers to buy more

opportunity? Get light/non users to
purchase




Z 1 !': Percentage of U.S. Households [ yspa
@a”@:_gassoaatmn Purchasing Organic Products (g

National Average:
82%
332322222 !

Source: Nielsen UPC Scan Data of 100,000 households, 2016
Learn More: OTA.com




Organic Produce Performance

Share of Total Produce
2018 vs 2015

0% 2% 4% 6% 8% 10%
m2018 m2015
Source: Category Partners: Total US supermarkets, 52 weeks, Jan-Dec., 2018 vs. 2015 c CAT EG 0 RY
PARTNERS
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Organic Produce Performance

2018 Average Retail Price

Organic

Source: Category Partners
Total US supermarkets, 52 weeks, Jan-Dec.

Organic pricing over twice the
cost of conventional, virtually
Unchanged overfour years.

$1.36

Conventional

C[PCATEGORY
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Organic Produce Performance

Percentage Growth 2015-2018

Total Produce

35%
30%
25% 0
28% 297,
20%
15%
10%
5% 2%
0% I — I
= 0
-5%
Dollars Volume
M Organic EConventional ATE RY
’ CDCATEGO
‘ Source: Category Partners: Total US supermarkets, 52 weeks, Jan-Dec., 2018 vs. 2015 pARTN ERS
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Organic Produce Top 10 Categories

Packaged salad dollars nearly 3X the #2 category

Category
PACKAGED SALADS

APPLES
CARROTS
POTATOES
BANANAS

STRAWBERRIES

LETTUCE

BLUEBERRIES
TOMATOES

GRAPES

y
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2018

1,156,155,970

394,091,219
339,579,903
312,321,535
302,817,028
296,618,490
259,364,737
258,569,705
242,005,696
169,079,627

S Chg. % Chg.
75,886,305 7%
45,876,320 13%
32,003,400 10%
86,686,330 38%
102,761,878 51%
93,903,894 46%
27,824,527 12%
146,763,740 131%
29,876,485 14%
32,535,025 24%

Note: Organic spices/herbs omitted
CPCATEGORY



Organic Produce Share

% of total organic

ORGANIC DOLLARS

2018

PRE PACKAGED
SALADS
21%

Of 87 Organic

All Other categories the

32%

top 10 drive over
68% of sales

APPLES
%
CARROTS
69
GRAPES .
3%
TOMATOES POTATOES
45 6%
BLUéBERRIES BANANAS
5% LETTUCE STRAWBERRIESG.,/ . . .
5% 59 ° Note: Organic spices/herbs omitted
Source: Category Partners c CAT EG 0 RY
Total US supermarkets, 52 weeks, Jan-Dec. PARTN ERS
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Organic Produce Performance

ORGANIC VOLUME

PRE PACKAGED SALADS
8%

All Other
26% APPLES

8%

CARROTS =
GRAPES 1% Top 10 Organic
Categories drive
TOMATOES nearly 75% of
BLUEBERRIES BOTATOES volume
2% 10%
LETTUCE
3% STRAWBERRIES BANANAS
3% 229, Note: Organic spices/herbs omitted
?olurlcleJ:SCategory F;al;tnegz ‘s JanD c pCAT EG 0 RY
otal supermarkets, weeks, Jan-Dec. pARTN ERS
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Organic Categories Driving Growth

% OF TOTAL ORGANIC GROWTH

2018Vs. 2015

The 10 top

growth
categories drove
BANANAS 62% of dol.

ALLOTHER 9%

38% Growth.

Top 5=42%

y _POTATOES
7%

Avocapos @ § PACKAGED SALADS
‘o 6%
BLACKBERRIES

3% 4% 5%

C[PCATEGORY

Total US supermarkets, 52 weeks, Jan-Dec. PARTN ERS
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Organic Dollar Growth--% of Total

% OF TOTAL ORGANIC GROWTH

2018Vs. 2015

Berries alone

drove 28% of
dol. growth

RASPBERRIES BLACKBERRIES
3% 5%
?gglcsg}(:sfsg%);:gt?esrz weeks, Jan-Dec c pc AT EG 0 RY
' ’ ' PARTNERS
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Top 10 Percentage Growth Organic Categories

SPECIALTY MELONS 453%
PAPAYAS 422%
BRUSSEL SPROUTS 265%
KIWI 246%
REMAINING PEPPERS 234%
CORN 219%
LIMES 168%
BLACKBERRIES 137%
BLUEBERRIES 131%

TANGERINES 122%

Source: Category Partners: Total US supermarkets, 52 weeks, Jan-Dec., 2018 vs. 2015

3
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Largest Organic Dollar Declines

2018 vs. 2015

14 of 87 Organic categories had $ declines

2018 Conv.

KALE 74,629,688
PEARS 28,546,306
DATES 2,104,888
CANTALOUPE 3,946,331
GRAPEFRUITS 6,870,283
APRICOTS 1,199,159
MIXED BERRIES 636,030
EGGPLANT 3,773,449
POMEGRANATE 3,424,639
PUMPKINS 794,046

' Source: Category Partners: Total US supermarkets, 52 weeks, Jan-Dec., 2018 vs. 2015

pma

-9,556,228 -11% -15%
-4,322,747 -13% -15%
-1,830,574 47% -34%
-463,111 -11% -10%
-307,659 4% -12%
248,277 17% -19%
-148,994 -19% +37%
-89,254 2% 9%
-86,257 2% +2%
-53,302 6% +39%
CIDCATEGORY

PARTNERS



Organic Sales Data Topline

« Strong growth in dollars and volume

* Only driver for total produce

« Dramatically outpacing conventional

« Prices remain high compared to conventional
« Starting point: Top 10 categories

« Lots of new products hitting market

« Strong evidence of organic item expansion

y
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T h e The place | convince myself I'd be
happier being fat.
CO N S um er Al the words to PJ&Duncan's "Lets get

The name of the kid ready to rumble”

Behavior P p—ty
C h a.l I e n g e Money concerns ’

Diet starts
tomorrow

Maybe | should buy a bar?

What the hell am | going to blog
about?

5Shit| have to do

WILL there ever be a boy
born who can swim faster
than a shark?

Sloths

Shit I'd rather do

What am | doing
with rmy life?

“Is this my third or
fourth drink?”

‘What's my password again?

Did | leave my
straighteners on? Animals who have become

unlikely best friends

How to spell "Chrysanthemum™

How I'd spend my lottery winnings

\
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* Inclined to describe
+ aspirational vs. actual behavior

« Cannot accurately report past
purchases

« Even worse at predicting
future behavior

 Difficult to quantify volume
relative to total

*. + Especially true when dealing
~ with “trending” markets/products

Challenges of

Understanding
Consumers




“I would purchase more organic foods if...”

» organic foods were less expensive

- they stayed fresh longer

they were available on more restaurant menus

- they were proven to be healthier than other foods

organic foods provided more information about their production

more organic options had free-from labels (eg gluten-free, fat-free)

organic brands showed a commitment to the environment (eg reduced
their carbon footprint)

more options were in recyclable packaging
- there were more options from major brands
there were more indulgent organic foods

more vegetarian organic options were available

Base: 2,000 internet users aged 18+

Source: Lightspeed/Mintel

More diverse
options

| Healthy attributes

MINTEL
[ J




“On a typical grocery shopping trip for your household, what portion of your food or
beverage purchases is organic or natural?”

W, Roughly half of the foods |

More than half of the foods

| buy
1% 0
RN 329

Less than half of the foods
| buy

39% / .
All - | only buy organic or
natural foods/beverages

3%

None -1 do not typically
buy foods/beverages with
an organic or natural claim

29%

MINTEL
[ J




Age a factor in reported organic purchases

“On a typical grocery shopping trip for your household, what portion of your food or
beverage purchases is organic or natural?”

o2+ | T 2 2
2 A 2 A
2 3544 20 e EE
B -

= I N — 2 W]

= None -1 do not typically buy foods/beverages with an organic or natural claim
m Less than half of the foods | buy
Roughly half of the foods | buy
= More than half of the foods | buy
= All - | only buy organic or natural foods/beverages

N MINTEL

pma :



Income a factor in organic purchases

“On a typical grocery shopping trip for your household, what portion of your food or
beverage purchases is organic or natural?”

28% - half or more of

purchase is organic
[ |
3

4% - half or more of
purchase is organic

|
(
o [

33% - half or more
1 of purchase is organic

{ ! |
- I

= None -1 do not typically buy foods/beverages with an organic or natural claim
m Less than half of the foods | buy
Roughly half of the foods | buy
= More than half of the foods | buy
= All - | only buy organic or natural foods/beverages

o
&~

MINTEL

y
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Household Size Matters

“On a typical grocery shopping trip for your household, what portion of your food or
beverage purchases is organic or natural?”

No children

o e

Yo

2enien s s E

= None -1 do not typically buy foods/beverages with an organic or natural claim
m Less than half of the foods | buy
Roughly half of the foods | buy
= More than half of the foods | buy
= All - | only buy organic or natural foods/beverages

MINTEL

000 internet users aged 18+

Base:

Source: Lightspeed/Minte o

y
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The Price Barrier is Real

“On a typical grocery shopping trip for your household, what portion of your food or
beverage purchases is organic or natural?”
“Which of the following statements do you agree with?”

Organic foods are worth an extra pr» > 39
| trust that foods labeled organic actually ar 35
organic ‘ 26
-52 -
Organic foods should be shelved alongside 25
traditional/mainstream foods 21
An organic claim on a food is more important t 25
me than a specific brand ‘ 14
m Half+ of purchase is organic m All purchases =
Base: 2,000 internet users aged 18+ M I N T E L
Source: Lightspeed/Minte @

v
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Organic Buyers Think Differently

“Which of the following statements do you agree with?”

“Which of the following apply to your organic food/beverage purchase habits?”
. 49
| buy natural/organic products because | knoi F

they are better for me

| feel better about myself when | buy organi F 48
‘ 14

foods

32 |
Foods with a natural claim are the same as = 11§
organic foods
10
12
| like for others to know that | buy organic foods 4
3
= Buying more arganic = Buying the same Buying less organic o
e e MINTEL
ase: 2,000 Internet users aged ‘lo+
Source: Lightspeed nte ®
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Characteristics of the “Committed”

beverage purchases is organic or natural?”

“On a typical grocery shopping trip for your household, what portion of your food or
“Which of the following statements describe you?”

75%

| read product labels for mgrw

| shop locally (eg farmer's markets, small businesses)

61%

51%

%

38%

| buy from brands that are environmentally consci

43%
S

23%

| buy from brands that have fair labor practices

36%

19%

= Half or more of purchase is organic = All consumers

2,000 intern

urce: Lightspe

MINTEL
[ J



Light user decision tree starts with quality,
flavor and value BEFORE organic

Vegetables
How important are the following factors when purchasing fresh vegetables?
(Please rate each on a scole from 1to 7, where 7 is extremely importent and 1 is not ot all important)

80% T7% 4% 70% ﬁ
&3%
9%

Appearance / Quality Health / Mutrition Perceived Taste / Flavor Price / Value Crganic

® Non-Organic Shoppers B Organic Shoppers

Fruit

How important are the following factors when purchasing fresh fruit?
(Plecse rate eoch en o scale from 1 te 7, where 7 ls extremely important ond 1 is net at all important)

80% 76% 80%

Appearance / Quality Health / Nutrition Perceived Taste | Flaver Price / Value Organie

B Non-Organic Shoppers W Organic Shoppers

Source: Category Partners 2017 Barriers to Purchase Study, June

C[PCATEGORY

PARTNERS
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Implications for
Producers & Retallers
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Organic Consumer Progression: 2009
|

)

Trial Transitional Regular Committed
Purchase Accidental Health Condition Good For Me/Family
Rationale Promotion Diet/Allergy Good For Me/Family
Driver Price Price/Behavior Good For Me Good For World
%Population | 55% 25% 17% 3%
% of Organic 7% 13% 35% 459%

80% = 20% of purchases

Source: Spins Loyalty Card Shopper Database, 2009

y
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Organic Consumer Progression: 2009
|

)

Trial Transitional Regular Committed
Purchase Accidental Health Condition Good For Me/Family
Rationale Promotion Diet/Allergy Good For Me/Family
Driver Price Price/Behavior Good For Me Good For World
%Population  55% 25% 7o 3% |
% of Organic 7% 13% 35% 45%0

\ 20% = 80% of purchases
Source: Spins Loyalty Card Shopper Database, 2009
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Organic Consumer Progression: 2009

Trial Transitional Regular Committed
Purchase Accidental Health Condition Good For Me/Family/World
Driver Price Price/Behavior Good For Me Good For World
%Population 559% 259% 17% 3%
% of Organic 7% 13% 35% 45%0
Categories Entry Point Partial Meals Complete Meals Complete Basket
Produce Meat/Seafood Yogurt Personal Care
Meat/Seafood Eggs Pasta/Sauce HH Cleaners
Tea Snacks Supplements
Vitamins Meal Replacements

| )

Produce is the Organic Consumer Entry Point

y
pma
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o2

£4 SPINS Consumer Profiles

Trial Transitional Regular Committed

Non-believers, Struggling switchers, Healthy Realists ‘ True Believers ‘
Traditionalists Strapped seekers Enlightened Enviros

True Believers

WHAT

MY HOUSEHOLD INCOME IS
$100K+

H91d-: Majack

3 Expense of
natural/organic products
AGE RANGE MY

25 -44 FAMILY

= Availability of
natural/organic options
at local store

. Nollnaturlrganic
College/Post options available for
products I like

HOW I GET
' Information

I ATTENDED

Northeast &
West

(@)=

©4 SPINS”

= pma
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£4 SPINS Consumer Profiles

2

Trial Transitional Regular Committed

Non-believers, Struggling switchers, Healthy Realists ‘ True Believers ‘
Traditionalists Strapped seekers Enlightened Enviros

Healthy Realists Enlightened Enviro’s

WHAT
MY MEDIAN INCOME IS Holds Me Back

WHAT

MY HOUSEHOLD INCOME IS} Holda Me Back
$75K

4 EJqJense of
natural/organic produ iy

Z availability of -
natural/organic options
at local store

HEELGLLEE - Availability of
55+ natural/organic options,
at local store

AVG. AGE
39

IATTENDED Post Grad

I ATTENDED
B- > ~ - 77% HOW I GET
adl 75%b Caucasian Caucasian i Information
b - - il =~
i Throughout

= TV, celebrity chefs

“ 4 SPINS - Product certification labe

£/ SPINS

¢

= pma
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o))
¢4 SPINS Consumer Profiles
Trial Transitional Regular Committed
Non-believers, Struggling switchers, Healthy Realists ‘ True Believers ‘
Traditionalists Strapped seekers Enlightened Enviros
Strapped Seekers
WHAT
MY MEDIAN INCOME IS K
- seof
r natural/organic produ A
,& - Availability of
R L )
U Ho = No all-natural/organic

All Levels of options available for
School products I like

HOW I GET
Information

Natur: Prodpct

$V Iur:é | e e w &’] é
'/ =

£ 4 SPINS

N pma
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¢4 SPINS Consumer Profiles

-

83

Trial Transitional Regular
Non-believers, Struggling switchers, Healthy Realists
Traditionalists Strapped seekers Enlightened Enviros

o < i .
24% Indifferent Traditionalists
US Households é )
160/0 Aren't likely to buy Natural/Organic as
Natural Product they don't see a reason to change
$ Volume
0 . .
19% Struggling Switchers
| US Households .
; 11% Know they should lead a healthier
Natural Prodiet lifestyle, but finding low price is priority
$ Volume
14%
US Households Resistant Non-Believers
7% Prefer to stick with the tried and true
i raiProd B options they know their families accept
$ Volume

\
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Committed

‘ True Believers ‘

Median Age 62
Median HH Income $48K
Avg. HH size 1-2

Median Age 38
Median HH Income $53K
Avg. HH size 5+

Median Age 53
Median HH Income $50K
Avg. HH size 2-4
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©4 SPINS Consumer Progression: 2019

,-

Purchase
Driver

%P.opulatlon

£ SPINS

/o of Organic

~? é‘ SPINS

y
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Trial

Transitional

Regular

Committed

Non-believers,
Traditionalists

Struggling switchers,
Strapped seekers

Accidental

Price

55%
38%

Health Condition

Price/Behavior

25%
30%

Healthy Realists
Enlightened Enviros

[22%

‘ True Believers

Good For Me/Family/World

Good For Me

17%

Good For World

3%

11% |

\4

350/,

129%

33% = 56% of purchases



“Where do you typically purchase organic foods or beverages?”

Supermarket (eg Albertson's)
Mass merchandiser (eg Walmart)

Natural supermarket (eg Whole Foods Market)

|

stores 97%

Farmers' market

Any traditional food

Specialty store (eg Trader Joe's)

Warehouse club (eg Costco)

Online and shipped (eg Amazon)

@
£
TR

S&

S

Online for pick-up in-store (eg Target)
J— Dallar store (eg Dollar General)
Drug store (eg Walgreens)

Convenience store (eg 7-Eleven)

Any traditionally
non-food stores
13%

Subscription service (eg Naturebox) F 3
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4 SPINS Consumer Progression: 2019

Py

Trial Transitional Regular Committed
Non-believers, Struggling switchers, Healthy Realists ‘ True Believers
Traditionalists Strapped seekers Enlightened Enviros
%Population
38% 30% 22% 11%
% of Organic
23% 219% 29% 27%

Walmart

® rpublix
M
%

£\ Albertsons

pma s
For Discussion Only



¢4 SPINS Committed

o H|gh TOUCh 11% pop.
| 27% $
Reqular
22% pop.
29% $
Conventional Organic
Transition
) 30% pop.
Trial 21% $
38% pop.
23% $
’ )
Low Price

B PN



Committed

Reqgular 271% $
Publix. 22%pop.
29% $
SAFEWAY (Y roqer =
&\ Albertsons
Conventional St°p85h°p” g Organic
TRADER
TARGET Transition JOE’S
®=W"“M 30% pop. ~
21% $
WinCo
Walmart roofs
Trial
38% pop.
[0) .
S Low Price

v

pma s
For Discussion Only






Organic Share is Evolving

Organic penetration lifts non-traditional segments

CONVENTIONAL WAREHOUSE PREMIER SUPERMARKET VALUE
GROCERY CLUB GROCERY MASS

|—| ] 18% 7%
SHIFT vs 2YA +0.6pts +0.8pts -3.4pts +1.2pts +0.8pts
~ﬁ
Source: Nielsen Answers On-Demand Syndicated Panel, 52 weeks ending 07/29/2017 *UPC Coded

I DI e —



]

Light vs. Heavy Organ_i"’c ‘

5

Consumers
Light Heavy
Supermarket/Mass shopper Natural food shopper
Checks Prices/value Compares organic options
Compares quality Only considers organic
Focused on convenience Focuses on assortment
Don’t hunt for organic Specifically hunts
Likes packaging Evaluates packaging
Trial Transitional Regular Committed
Traditionalisss " Strapped seokers ooty Realsts | | e peievers |
%Population
% of Organic 38% 30% 22% 119%

23% 21% 29% 27%



Organic Consumers

* The single most important factor in heavy/light organic
food shoppers baskets?

3 Shopper Destlnatto‘n‘#
= Pricings S o

p

e Quallty _ ‘ “:'5‘3"? ?'3 AT
Assortment J* ¥ i :




Organic Evolution

Light/Med. Barriers
High Prices
Limited assortment
Inconsistent quality
Bulk only

Small displays

y
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Opportunity

Price shifts...

More choice

Same as conventional
Fantastic Packaging
Expanded footprint



A Simple Real
World Example




From This...

$6.99-3 Ib.
$2.33 Ib.

\ #1 Selling Branded Organic Bag in the US
pma



Shifting Consumer Choice

———
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Ongoing Evolution in Organic Market

Organic Supply is altering consumer purchase behavior

Lower price perception broadens the consumer base
Increased items expands consumer interest
Increased distribution improve purchase opportunities
New packaging enhances visibility/purchases

Big wins by trading consumers up!

y
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Special Thanks



Thank You!
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