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An Insider’s Look at the Future An Insider’s Look at the Future

* Sustainable is becoming a more important product
claim for specialty food manufacturers

Specialty food sales in 2016 topped $127.4
billion

Nearly 22% of specialty food sales are in

X « Sales of oils and vinegars increased by 19.6% between
foodservice

2014 and 2016

in)]nzlzlessales took market share away from brick-and-mortar * Oils and vinegars became a $1 billion-plus category in 2016

Grocery accounts for 61% of specialty food sales
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Market Recap: $120.5 Billion in 2015

Retail channel sales breakdown

TOTAL U.S. SALES i
OF SPECIALTY FOOD e 7e%

SPECIALTY FOOD SALES BY RETAIL CHANNEL
2015 3

o % Change
Retail Channels® $93,982 Emzﬁyz +MBlon Share 2015-2005
. o Mainstream Stores* $45,850 87 9.0
Foodservice $26,508 Specialty Foed Stores $6,226 ni 20.2
Total $120,490 Natural Food Stores $4,024 72 19.5
Source: Mintel/SPINS/IRI Total $56,100 100.0 19.2

Source: Mintel/SPINS/IR
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Highest penetration of all food sales: Top 10
Largest product segments segments

14.1%: Specialty food's market share in

2015 Specialty

2
the total retail food market in 2015 e

RETAIL SALES OF SPECIALTY FOGD: T

%
oo Refrigerated Meat Alternatives 93.4
1 Chanss and Cheess Alirratives 1z Tofu 797

2 Fragee and Refrigersted sk, 3
4 Savicon Refrigerated Salsas and Dips 57.4

Vo8, Bretaet, 1 Snacks. 1400 61 s =

1o, Coftes Subuteh, a9 Coon et s7 N Tea (non-RTD) 51.5
(ron-RTE) Refrigerated Condiments 46.8

3 Buead and B3ka Go0as sasm 45 a7
& Canay 50 sl Snseks s2160 P 2 Energy Bars and Gels 44.9
7 Frazen Lunch and Dinner Entréas. e 34 Er Refrigerated Pasta and Pizza Sauces 446
e e e e —— Refrigerated Pasta 435
e e e S ) £ Ei Refrigerated Non-Dairy Beverages 40,0
Beans, Grains, and Rice 351

Buying and Why, Californi Councl, March 11, 2017
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Sales growth vs. all food: Share of specialty food sales by department
Top 10 segments

Grocery 61.4%
Speciay Manet  Toual Mrket
SChange % Change
w30 sois- 20 Refrigerated
Refrigerated RTD Tea and Coffee 262.2 296
995 2822 35.4
Jerky and Other Meat Snacks 68.4 EE: Frozen
Refrigerated Pasta 58.3 14.4
Refrigerated Pasta and Pizza Sauces 513 76
Water 5.4 us 366 -
Rice Cakes 351 09 341 Refrigeratedfrozen
Refrigerated Juices and Functional Beverages 36.8 29 34.0
Frozen Meat Alternatives 36.0 38 321 0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0%
Other Dairy and Alternatives 385 ] 314

® Share % 2015 = Growth 2013-15
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Manufacturer: “Food Away From Home”

Manufacturers
of specialty food manufactur
old to foodservice in 2015
2015-AT GLANCE
Mean Annual Sales $2,843,750  Own Manufacturing Facility 50% THE MANUFACTURER VIEWPOINT:
Mean # of SKUs 32 Co-Pack for Other Manufacturers  41% N L A SRCRENER
205%
Largest Share of Total Expenses: Co-Pack Private Labels for Retailers 57% INEHEULIONE (6., Echookk, univereities, hotele) 23
Raw Materials Fine-Dining Restaurants 19
Mean Net Profit 9% Travel-Related (e.g., airports, airlines, trains and stations, cruise ships) 19
Mean # of Staff 24 Full-time Fast-Casual Restaurants (2.9., Chipotle, Panera Bread) 9
22 Part-time Full-Service Casual Restaurants (e.q.. Chill's, Applebee’s, etc.) 9
Eotron: Mnky Food Trucks [
Other 2
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Americans Love Restaurants Top 5 States:
Percent of consumers who say they enjoy going to: Restaurant Sales 2015

California $72.3

90% 66% Texas 44.5
Florida 36.4

New York 35.8

Restaurants Grocery Stores Illinois 23.0

Source: National Restaurant Association, 2015 Source: National Restaurant Association, 2015
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PRODUCT INNOVATION
MANUFACTURER PLANS FOR 2

MANUFACTURER SALES SALES COMES FROM: Gluten-Free 52

BY CHANNEL PRODUCTS YOU SELL Non-GMO* a9
ONLY TO THE

Convenient/Easy to Prepare 46

FODDSERVICE CHANNEL

T e VT 32
Distributors—Retail 36 Eunctional 2 — }%
PRODUCTS YOU ALSO Allergen-Free (dairy, nut, soy. etc.) 26 = =
Direct to Retail 53 SELL TG RETAIL o I
: - 5 Organic 2% e
ST 51% s = =
istributors— i .
INGREDIENTS Low/No/Reduced Sugar 24
Direct to Foodservice 5 YU SELL TO Less Indulgent and More Healthful F1]
Other & ‘UDDS;""CE High Protein 9
Souce Hintel
5 /0 Other 8
* Newin 2016

Resuits add up to more than 100 percent becausa multiple
answers are accepted.
Saurce: Mintel
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) The Core SF Consumer: Key Demographics
Retailers

DOLLAR SALES CHANGE THE CORE
Average Store Size 6,014 square feet IN THE PAST YEAR b s

2015%

Mean # of SKUs 2077 5 30% or More 1
Mean Annusl Sales $3.99061  Up20-29% 7
Average Transaction Size $34 Up 10 -19% 20
Aversge Inventory Value swuss  Up6-9% 13
Mean# of Suppliors @&  Upl-5% 27
Seuree i Unchanged 7

Down 1- 5% 7 re.

artine

Down 6 - 9% 3 ax

Down 10 -19% 5

Down 20 - 29% 5}

Down 30% or More [}

Source: Minte! The core specialty food consumer: Young, curious, values oriented
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Purchase Likelihood Millennials

90%
80% 78%
o o
70% | 65%) 61%
60% How Mills is Use Sy ity Food:
w Millenials Use Specisty Foods:
50% 47%| 44% @ Everyday meals or snacking; treats; gifts; o serve guests:
40% 3504 for spacial occasions: o share at the ofice.
30% 26% A Most Uikely to Shop at
o 17%) D\ Naturalfood stores: mass merchants: chb sores:
20% (Sl eecty food rvn e commmies s
10% department stores; and other outlets.
0% Purchase Drivers:
Millennials (22- Gen-X (40-51) Baby Boomers — Swing (71+) Impulse; corwenience: sockal or envirormental concerns.
39) (52-70) " to entertain or impr
2015 #2016

Specialty Fo Buying and Why, Calfornia Olive Oil Council, March 11, 2017 Specialty Foods in 2017: elling and Why, California Olive Ol Council, March 11, 2017

Boomers

s Use Specialty Foads:
How Gan Yers Use Spaciaity Foods: sl treat
Evuryay masts and snacking, £ reat

thamsebves; special ccasions.

Mot Ehaiy ta Shop at
Farmers Maruats

AN rcomama 3o Mo otmers.

v,

e

Specialty Foods in 2017 What' Selling, Who Is Buying and Why, Californa Olive Oil Council, March 11, 2017

Speclalty Foods in 2017: What's Selln 15 Buying and Why, California Olive Oil Council, March 11, 2017

- . . Purchases by Generation—What’s Next
g and Servict Preferences -

Millennials
* Ready-to-drink nutritional beverages
- Vegetarian or vegan meat

Millennials
— Want retail staffto educate them about specialty foods
~ Most likely consumer group to ask about recipes and preparation techniques

— Acompany’s values matter just as much as its products + Foods made with alterative protein
Gen Xers
. GenX + Nose-to-tail or root-to-stalk foods
— Personal connections with retailers are important * Raw foods
— Like to hear the story/heritage behind the stores where they shop * Foods that are free of common allergens

— Like to shop where they know the owners Boomers

* High-protein snacks (salty or sweet)
* Kale and other vegetable-based snacks
* Seasonal foods

Baby Boomers
— Like to shop where employees have product knowledge

— Want to shop where they agree with the company’s values or philosophy

Specialty Foods i 20 o 15 Buying and Why, Caifornia Olive Ol Councl, March 11, 2017

ods in 2017: What's

Selling, Who Is Buying and Why, California Olive O March 11,2017
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Where SF Consumers Shop
Why Do SF Consumers Buy Specialty Foods? Top retailers where specialty foods are purchased 2014-2016

Supermarket
To try new things | EEEG—_——_ECEG——— S 5 O

Natural food store
For exciting new food experiences — 40%

—
—
—
To eat more natural and healthy foods EE——379% Mass merchandiser @
Quality ingredients ——— 36, —
Tasted sample, then purchased ——29% FArmers’ MArke! —
fon from fi i 29% Club store =®
Impulse purchase |E—— 2 5%
) P—
Convenience mm— 3% Specialty foods store
Discover food(s) during travel ———22% "
Better for the environment | EE— 2 2% Online ﬁ
Interesting packaging em—m 21%% 0% 20% 40% 60% 80%
% 20%  40%  60% =2014 2015 2016

g, Who Is Buying and Why, California Olive Oil Council, March 11, 2017 Specialty Foods in 2017: Selling and Why, California Olive Ol Council, March 11, 2017

How Much SF Consumers Spend . . .
Specialty Food Online Purchases by Generation

MEAN WEEKLY SPENDING ON FOOD

FOR SPECIALTY FOOD CONSUMERS 25%
21%
OVERALL 20%
Cook/prepare at home: $13 From restaurants: $77 16% 16%) 16%
15%
MILLENNIALS 12%) . .
Cook/prepare at home: $118 From restaurants: $95 10% 10%] 0% 10%
GEN XERS 5%
Cook/prepare at home: $104 From restaurants: $62
LNl o Total Millennials Gen-X  Baby Boomers
Cook/prepare at home: $109 From restaurants: $56 Y
2015 ®2016

Specialty Foods in 2017 What' Selling, Who Is Buying and Why, Californa Olive Oil Council, March 11, 2017 pecialty Foods in 2017: What's Selling, Who Is Buying and Why, California Olive Ol Council, March 11, 2017

Online Specialty Food Purchases (Top 10) Online Shopping and Delivery

Tea (NON-RTD) — 1%
Coffee, cocoa 1% CONSUMERS USING
Chocolate 10% SEEKING ONLINE
Pasta and pizza sauces 9% GROCERY
Oils and vinegars ——— 9% Sg:v""__i‘?;‘
Snack and energy bars [———— o, REGION
spices 8% New England 2
Pasta — 5% o
Nuts, seeds, dried fruit ———— Mountain
Cookies, brownies, cakes | — Paciic

South
0% 2% 4% 6% 8% 10%  12% Midwest

m2015 2016
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Positioning Claims of Importance . L
i P Price Sensitivity and Preferences

MEAM PERCENTAGE SPENT ON
SPECIAL-INTEREST CATEGORIES.

o e s 5 Willenisks Gen-k Boamers y
o Rl i 1'd like to see more specialty
e foods for sale at the stores I
=y s ea w7 e shop in

Al natural 3a% 36%

When I buy specialty foods, I

Non-GMO % %

expect to pay more than T would
Organk e d B for regular products
Artisanal 2% I Al L
Ethical % % R r RO I always look for specialty foods
Eco-friandly 3% 2a% e that are on sale/feature at the
Gluten-froe % 26% stores I shop in
Localty-sourced % sk
Sustinable e 1 think specialty foods are
Faictrads s overpriced

0% 10% 20% 30% 40% 50%
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The Future of Specialty Foods The Future of Specialty Foods

Manufacturers will up their direct-to-consumer
game

Center-store is alive and well

Fresh segments are road to growth

There will be expansion on all fronts (distribution in retail,
innovation, foodservice)

Foodservice is ticket to incremental sales

* Natural/ethical is the new norm in specialty

Specialty Foods in 2017: What's Selling, Who Is Buying and Why, California Olive Ol Council, March 11, 2017 pecialty Foods in 2017: What's Selling, Who Is Buying and Why, California Olive Ol Council, March 11, 2017

The dilemma of allergen-free specialty food

The Future of Specialty Foods

The “mature” specialty food market still has a lot
of upside opportunity

The top ten segments dominate the market in sales and SpeCIa |ty

growth

association”

Center-store is essential to this market, but fresh is where the
growth lies

Channel strategy should center on conventional markets for
sales, and natural/specialty stores for growth rtanner@specialtyfood.com

Specialty Foods in 2017: What's Selling, Who Is Buying and Why, California Olive Oil Council, March 11, 2017 Specialty Foods in 2017: What's Selling, Who Is Buying and Why, California Olive Ol Council, March 11, 2017

© Ron Tanner for COOC



