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It's no surprise that the past year has been challenging for
the food industry and consumers alike. As consumers
react to the recession, change in their shopping behavior
and attitude has been faster, more frequent and less
predictable than at any other time in recent history. There
has been a conscious shift toward frugality and consumers
are trying to be more sensible and thoughtful about how
they spend their money. Given the shifts in consumerism
and what IRI calls the “Transforming Economy,” the
challenges of the beverage alcohol industry present their

own unique questions.

Retailers and manufacturers must now consider whether
shoppers are trading up or down—are they trading down
and buying less to save money or trading up and
increasing consumption at home in lieu of cutbacks to on-
premise consumption? They must anticipate if purchases
will be reduced or eliminated and whether or not
consumers consider alcohol an “affordable indulgence” on

which they are willing to splurge.

At the most basic level, retailers and manufacturers must
be cognizant of the fact that shoppers are still continuing
to experiment with their lifestyle and shopping strategies in

order to fulfill needs and save more money.

consumers
are trying to be more sensible and thoughtful

HOME IS WHERE THE FUN IS

The home is again the center of activity as consumers
choose to increase their time at home and with friends.
For example, instead of indulging in a night out at the
movies, more consumers have opted to watch movies at
home. Profiting from this lifestyle shift, Netflix has recently
experienced a 21 percent revenue spike in the second
quarter of 2009 compared to the same quarter in 2008.
Additionally, according to Reyne Rice, a consultant at the
Toy Industry Association Inc. in New York, game sales
have risen since last summer, when dwindling disposable
income made the “staycation” a popular alternative to

holiday travel.

IRI's thought leadership report, “Understanding the Beer,
Wine and Spirits Shopper in Today’s Economy” identifies
how these trade-offs and lifestyle changes have and can
continue to benefit the beverage alcohol category. In this
report, IRI revealed a positive trajectory for beer, wine and
spirits where volume and dollars at a macro level are up
from 2008.
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BWS Consumers are Making Lifestyle Changes

Q: Over the last year, what changes did you make in your lifestyle due to the economic situation?

i ot ke any ey changes over e st veor. | NN 2>

I cook more often at home.
I'spend more time with family at home.

My family is eating meals together more often.
1go out with friends less often.

My friends and | get together more at each other's homes.

1 bring alcoholic beverages from home instead of buying 19%
them at restaurants or events. ©:
If 1 am having friends and family over, | ask them to bring
the beer, wines, or spirits of their choice.
If 1 am having friends and family over, | ask them to
contribute money to buy alcoholic beverages.

15%

5%

Source: IRI v custom 2009

Beer, Wine and Spirits consumer results outpace total
CPG with 60% of the BWS consumers indicating that
they are cooking at home more. BWS products that
complement in-home meal solutions, and special in-
home dining experiences will be embraced as dining-

in remains a savings strategy.

This tremendous news, when considered in light of the
current economic climate, comes as a result of consumers
buying food and drink to have on hand for impromptu
gatherings at home and frequenting all on-premise venues

less than they did a year ago.

IRl BWS Focus Groups,
March 2009: “Instead of

going to arestaurant...

we just get together

at someone’s house

and have a great time

anyway.”

As they spend more time at home with friends, many
consumers mentioned increased spending on “home
entertainment foods,” such as frozen pizzas, cheese &
crackers and chips & salsa. Pantries are stocked up and
ready for when friends stop by or when they are invited to
a friend’s house.

Beverage Alcohol Continues on a Positive Trajectory

DOLLAR SALES

DOLLAR SALES (BILLIONS % CHG YA

CARBONATED BEVERAGES $3,053.5 (0.1)
MILK $2,701.8 26
BEER $1,896.6

WINE $1,404.0 37

RFG JUICES/DRINKS $1,063.0 (2.6)
BOTTLED WATER $1,025.7 2.1
BOTTLED JUICES - SS $924.9 0.8
SPIRITS $641.5 19

SPORTS DRINKS

TEA/COFFEE READY-TO-DRINK
ENERGY DRINKS

ASEPTIC JUICES

CANNED JUICES - SS

RFG TEAS/COFFEE
NON-FRUIT DRINKS - SS

Source: Data is VTO thru week ending 312209, Total Beverage Categories-Dollar Sales and Trends
TOTAL US-Suparmarkels/Dnig/Mass

While these figures are hopeful in light of today’s ailing
economy, what's more important is how the downturn
generation of consumers arrives at their purchasing

decision.

EMERGENCE OF NEW SHOPPING AND
AFFORDABILITY STRATEGIES

According to an IRI “Consumer Dynamics” survey of more
than 1,000 CPG shoppers conducted in December 2008,

home-based decisions gained in importance over the
course of 2008. In fact, 75 percent of purchase decisions
were being made in the home by the end of 2008. Results
in a recent IRI “Consumer Dynamics” custom survey of
1,435 beer, wine and spirits (BWS) consumers in March
2009 are even more dramatic in
this category with 80 percent of
the decisions being made at
home.
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The Decision to Buy... Home-based Decisions are
even more important for BWS Shoppers

% of Shoppers

BWS
10% - Beginning 8 Consumers
of 2008 March 2009

m Home-Based Decisions m Store-Based Decisions

Sources: IRI “Consumer Dynamics* Custom Survey - December 2008 - 1003 Consumers; IRI “Consumer Dynamics ™
Custom Survey - March 2009 - 1435 BWS Consumers

For BWS shoppers, the results are even more
dramatic with 80% of the decisions being made at
home. Since consumers are making decisions before
they reach the store, marketing messages need to

reach the consumer before they enter the store.

NEXT GENERATION PRICE COMPARISON

Moreover, recent research from IRI has found that about

one in three shoppers buy exclusively items on sale, twice
as many as 18 months ago. Helping to drive home-based
shopping decisions are simple, free online sites, such as
“MyGroceryDeals.com” and “Wine.Woot.com” that help
consumers find the best deals. In addition to comparison
shopping across favorite stores, these sites help
consumers build shopping lists and find additional

coupons without stepping foot outside of their home.

Next Generation Price Comparison

fji”eqfﬂj‘““@"“w
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Click "MANAGE" (al
AR BEER / WINE / SPIRITS

2 ¥ [vesults por page.

Source: IRI Secondary Research - April 2009

Simple, free online sites help consumers find the best
deal. In addition to comparison shopping across your
favorite stores, this site helps you build your shopping list
and find additional coupons.

“TWITTERING”, "FACEBOOKING” AND
“YOUTUBING” FOR A BARGAIN

Consumers generally look towards the recommendations

of their peers over traditional media outlets. Word of
mouth recommendations have always helped sell
products, but now social media sites allow groups of
people to connect online with each other based on their
personal interests. The prevalence of enthusiast BWS
blogs and Web sites have given rise to an emerging
strategy in which more BWS shoppers are taking part,
including scoping out social media sites, such as Twitter
and Facebook to identify the latest deals and discounts

before setting out to purchase their goods.

Twitter: Fast-rising Twitter is a micro-blogging service that
has catapulted into the top three social networks,
according to an online traffic survey by Compete.com.
Twitter users can post up to 140 characters about what
they are doing or find interesting, and many are sharing
information about coupons and store specials. Shoppers
can capitalize not only on the information “tweeted” by
their friends or users they follow, but also from companies
which focus solely on scouring Twitter for deals. For
example, CheapTweet.com scours Twitter for deals in
various categories, including fashion & beauty, home &
family and food. Today, the top 100 brands on Twitter,
according to Brand Republic, include BWS brands, such
as Guinness (#22), Budweiser (#75) and Smirnoff (#78).

Facebook: Facebook boasts
more than 250 million users. With
more than 1 billion pieces of
content (Web links, news stories,

blog posts, notes, photos, etc.)
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shared each week, Facebook users broadcast their “what”
and “whereabouts” via their “status updates.” This virtual
“word of mouth” tool is a popular method for consumers to

share the latest deals and product opinions.

In June 2009, Corona was selected by
Facebook users as their favorite
beer in a"Pick Five" Favorite Beers in an
unsolicited survey which collected the
opinions of 2.5 million people on
Facebook, according to PC World. The
"Pick Five" Favorite Beers survey is part of

a Facebook application where users

worldwide choose their favorite five things

based on different topics. Corona Extra

topped the beer list, appearing

645,445 times. Following Corona were
import brands Heineken, Guinness and
Stella Artois and the lone domestic beer,

Budweiser.

YouTube: While YouTube generally isn’t a resource to
gather deals, consumers flock to the site for to learn more
about products. With more than 100 million viewers,
brands, such as Pepsi and Budweiser, utilize the site to
communicate directly to shoppers about their products
through online “Webisodes” or short episodes (another
form of advertisement), which air initially as an Internet
download or stream as opposed to first airing on
broadcast or cable television. Hosting contests where
consumers are encouraged to upload a home made video
following a specific theme is also another engagement

method used on this site.

“I'm more the immediate type. I'm not mailing
anything in to get my $3. If you're gonna give me a
coupon right now, great. But to mail it in for $3, |
usually will lose it by the time | want to use it.”

-IRI BWS Focus Groups, March 2009

NEXT GENERATION COUPONING

Research on coupon trends conducted by IRl and

Platform-A found that more than 90 million consumers (78
percent of retail shoppers) currently use newspaper
coupons. Nearly four out of every 10 shoppers—a total of
40 million consumers—would be very likely to use
coupons accessed online. Not surprisingly, the younger
the consumer, the more comfortable they were with the
idea of accessing coupons online. Additionally, IR BWS
focus groups revealed that BWS shoppers like to use

coupons and are generally looking for deals.

CPG Manufacturers should be jumping on this trend,
using online coupons to court the new generation of
consumers and to build loyalty. This approach
combines two items, coupons and loyalty cards, that
BWS consumers indicated as

being highly important.
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Various Web sites have been developed to aid the savvy
consumer in search of real-time savings and the latest
deals. CouponLanding is online source for free coupon
codes, online coupons, bargains, and promotional codes
from the Web’s and the world’s top retailers. A more
innovative new site launched in 2008 is Shortcut.com, a
Web site that allows consumers to apply online coupon
promotions directly to their grocery loyalty cards, making

coupon discounts paperless and automatic at checkout.

TAPPING INTO SOCIAL MEDIA AND THE
ONLINE WORD OF MOUTH PHENOMENON

Shoppers have dramatically changed their attitudes and

behaviors about where they get information, when they
make decisions, why they shop, where they do and how

they use the products they buy—this is also true in BWS.

The rise of blogs and Web sites aimed at the frugal
consumer as well as social media have created even more
opportunities to “touch” the consumer and offer solutions
to meet their affordability objectives. The Web presents
even more opportunities to help consumers build at home
events that are perceived as fun yet enable them to save

money.

OPPORTUNITIES

>>> QOverall, consumers need to feel that when they are
purchasing BWS products they are getting value.
There are definitely consumers who believe BWS are
affordable indulgences and more expensive BWS
products are worth the cost. Messaging needs to be
around product value, not just price.

>>> Suppliers and off-premise retailers can show
consumers comparisons of price for at home occasion
with friends to price of night out with friends. This

messaging is consistent with their current beliefs.

>>> Social networking is a revolutionary new way to
communicate directly with customers. For example,
off-premise stores can introduce their brand through a
blog and then reinforce and propagate via Twitter,
Facebook or YouTube.

>>> As consumers move toward “online,” via PC or phone,
to create grocery lists, how do you get your brand on
their list? This is one of the new dilemmas that can be
addressed with social media as these applications
gain greater adoption.

>>> CPG manufacturers should jump in on the online
trend, using online coupons to court the new
generation of consumers and to build loyalty. This
approach combines two items, coupons and loyalty
cards that BWS consumers indicated as being highly

important.
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Thom Blischok is President of Consulting and Innovation
for IRI. A seasoned executive possessing more than 25
years of industry expertise, Thom leads the company’s
strategic consulting, thought leadership, innovation and
marketing practices. A recognized futurist and thought
leader, Blischok is known around the globe for his
innovative thinking and strategies to help retailers and
manufacturers fundamentally transform their go-to-market
economic models using innovative approaches to
understanding the consumer with new forms of

marketplace information.

About IRI

IRI is the world’s leading provider of consumer, shopper, and retail
market intelligence and insights supporting 95 percent of the
FORTUNE Global 500 consumer packaged goods (CPG), retail
and healthcare companies. Only IRI offers the unique combination
of integrated market information, automated and predictive
analytics, innovative enabling technologies, and domain expertise.

With IRI, leading retailers and manufacturers are able to quickly
discover breakthrough insights driving smarter decisions and
actions across the enterprise for breakthrough results. Companies
around the world depend on IRI for improved productivity, stronger
brands, and dramatic revenue growth. For more information, visit
http://us.infores.com.
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