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Executive Summary

INSIGHT \ ACTION

A difficult and diversified economic landscape is Create deeper insights into shopper behavior by
serving to further splinter an already-complex integrating a full spectrum of shopper intelligence
consumer landscape into all analyses; leverage these integrated findings

as the foundation for all marketing tasks

Simplification, conservation and self-reliance are Build sales and share with products and programs
three key themes of downturn shopper strategies based upon a micro-level understanding of the most
pressing needs of key shoppers and targets,
making ‘living well with less’ an attainable goal

Three-quarters of shoppers expect that their

_ _ _ Strengthen targeting and relevance by
personal finances will remain stagnant or

: _ _ _ _ supplementing “tried and true” consumer and
deteriorate in the coming year, spurring ongoing market assessment processes with more targeted
caution and, for some, another round of belt- strategies that provide a 360-degree perspective

tightening in an already frugal environment / of shopper behavior where shopper knowledge is
applied at the individual household and store level
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Executive Summary

INSIGHT

Intensifying financial pressures have made cost a
huge concern for shoppers today, compelling some
to re-think their consideration set when making

brand decisions

Online deals and coupons have become a new
quiver in the arsenal of consumers looking to notch

their savings up to the next level

AN

/

ACTION

Frequently re-examine pricing strategies to
ensure that the value offered by your categories
and brands consistently delivers against the
budgetary needs of key shoppers and targets

Continue to build out marketing programs,
ensuring that online and other new media
components reach target consumers early and
often with messages that complement in-store
efforts to communicate value
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The U.S. economy is in a tenuous and rapidly evolving state, and

unemployment and inflation are expected to continue to hamper stability
and growth prospects well into 2012.

Economic Snapshot
2008-2011p

GDP (% chg) 1.9% -2.5% 4.2% 3.7%

Unemployment (%, SA) 5.8 9.3 9.6 9.0
Consumer Price Inflation (% Chg) 3.8% -0.3% 1.6% 3.0%
Retail Sales (% Chg) -1.2% -7.0% 6.4% 7.6%

Residential Permits, Total (Mil) 3.6 2.3 2.4 2.4

Source: Moody's Economy October 2011.
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Nearly half of consumers feel that their financial position has deteriorated

during the past year, and a strong majority feel that their finances will be
stagnant or deteriorating during the next yeatr.

Personal Financial Condition
% of Shoppers

Present Condition versus Prior Year Anticipated Position in the Coming Year

A lot worse off A lot worse off

A little worse off

A little worse off

47% About the same
About the same
42%
A little better off
A little better off
A lot better off 504 A lot better off
Q3 2011 Q3 2011

Source: SymphonylRI MarketPulse Survey, Q32011.
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A prolonged “down” economy has many consumers adjusting their food

and beverage rituals in an effort to make ends meet; still, nearly one-
guarter of consumers are having difficulty affording weekly groceries.

Downturn Driven Ritual Changes
% of Shoppers- Top 2 Box

| eat out less often 55%

| am not trying as many new
products

People in my household share more
products than we used to

| am having difficulty buying the
groceries | need

Source: SymphonylRI MarketPulse Survey, Q32011.

_,_,—--'-'__'—-___—_-___'_"—-—\_

Symphony IRIGro L_l_p

6 Copyright © SymphonyIRI Group, 2011. Confidential and Proprietary. /




Themes of “simplification” and “conservation” have evolved around food

and beverage-related rituals during the course of the economic downturn.

Food & Beverage-Related Lifestyle Changes
% of Shoppers- Top 2 Box

Create and serve more 'simple’, less

: 55%
expensive meals at home

Bring snacks/food from home to
work/school to save money

Go out with friends or family for
entertainment or socializing less often

Eat more family meals together

Snacking less frequently

Use frozen foods in individual portions so |
can only use the amount | need

Eat smaller portions

Source: SymphonylRI MarketPulse Survey, Q32011.
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Consumers have embraced a “self-service” attitude in an effort to save

money on health and beauty care.

Self-Reliant Non-Food Behaviors
% of Shoppers- Top 2 Box

| go to the hair salon or spa less often

| am going to the doctor less often and
self-treating more to save money

| use at-home beauty treatments more to
save money

Use the internet for basic health care
information including diagnosis and
treatments
Use home dental treatments, such as
whitening products, instead of seeing the
dentist

Source: SymphonylRI MarketPulse Survey, Q32011.

49%
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Consumers are approaching beauty, personal and home care rituals with

an eye toward conservation.

Money-Saving Non-Food Behaviors
% of Shoppers- Top 2 Box

| try to make personal care products last longer 55%

| try to make cleaning products last longer 52%

| try to make beauty/cosmetic products last longer

When buying an over-the-counter treatment, | look for
products that treat several symptoms so that | don't
have to buy more than one

| try to use less over-the-counter medicine to save
money

Source: SymphonylRI MarketPulse Survey, Q32011.
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List-making behavior is quite prevalent, and consumers are making their

lists based heavily on availability of money-saving opportunities.

List-Making Behaviors
% of Shoppers

Listed categories to buy (e.g. coffee, frozen pizza, _ 49%

toothpaste, vitamins)

Used a store circular to make the list

Used coupons to make the list

Made a list based on ingredients needed for |
recipes | 42% = Q3 2011

i ii I 17% 12011
Listed specific brands to buy | 14% Q
Listed specific private label/store brand items to [ 99%

buy 9%

: 8%
Used the Internet to make the list E 79

Source: SymphonylIRI MarketPulse Survey, Q32011 v Q12011.
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The Internet is rapidly becoming an integral component of consumers’

money-saving strategies.

Digital Media Usage
% of Shoppers- Top 2 Box Responses

| download recipes off Web sites and other 39%
online sources | 36%

| download coupons from manufacturer Web 37%
sites ‘ 35%

36% mQ320M
35% Q2 2011

| download coupons from couponing sites, 33%
such as SmartSource 31%

| download coupons from retailer \Web sites

26%

24%

| research products on Web sites

Note: Q22011 was first fielding of this series of questions.
Source: SymphonyIRI MarketPulse Survey, Q32011 v Q2 2011
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Consumers are taking a more measured approach to shopping these days,

with timing, assortment and quantity carefully balanced against personal
cash flow patterns.

Trip Strategies
% of Shoppers- Top 2 Box

Shop at multiple stores to find the lowest prices 43%

Purchase only needed items, rather than stocking 439%
up, to keep weekly budget in check °
Buy more 'all-purpose’ cleaning supplies to reduce

the number of items needed 1%

Purchase larger quantities and/or make larger
shopping trips at the beginning of the month when
more cash is available

Buy less variety to reduce the number of items
needed

Purchase re-useable items such as cloth towels
instead of paper towels

Source: SymphonylRI MarketPulse Survey, Q32011
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Cost is a huge issue for consumers working on shoestring budgets and is

compelling consumers to “open their minds” to products/brands not
previously in the consideration set.

Brand Strategies
% of Shoppers- Top 2 Box

Price has become a more important consideration

s)
than convenience in brand purchases 63%

| am using more coupons than | used to
| am buying more private label or store brands
than | used to

| am trying new brands that are priced below my
regular brands

| am giving up some of my favorite brands to save
money

| buy fewer healthy products because they are
more expensive

Source: SymphonylRI MarketPulse Survey, Q32011
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More than 33,000 consumers from SymphonylIRI’'s Consumer Network™ have been
classified into one of six segments in a proprietary economic shopper segmentation,

providing in-depth insights into consumer behaviors across all tracked categories and
brands.

Economic Segments Discovered in the Study

Savvy
Shoppers,
13.8%

Downtrodden,

17.8% Optimistics,

14.3%

Start-Ups, & -
10.6% :

F'Cautiousand
Worried,
: 24.8%
Carefree, ™=
18.6%
Source: SymphonylRI EconoLink 2011.
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Consumer sentiment around prospects for the coming year vary drastically
across consumer segments; these sentiments will have a profound impact
on CPG attitudes and behaviors in the foreseeable future.

Personal Financial
Condition
% of Shoppers

Downtrodden

Cautious and
Worried

Start-Ups

Optimistics

Carefree

Savvy
Shopper

Total Sample

48%

86% ' m Better
Same

m\Worse

Jo

I

74%

82%

49%

e

Source: SymphonylRI EconoLink 2011.
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Conclusions: Manufacturers

Product Marketing

Shopper Marketing

In-Store Marketing

I Collaborate with key retailer

partners to facilitate shoppers’
planning process; consider
messaging and tools, such as
coupons and innovative money-
saving offers, that will improve the
odds of “getting on the list”

Ensure media mix embraces new

media along with traditional media
in a manner that begins to impact

the shopper in the home; reinforce
message throughout the shopping
experience

Messages around value are critical;
tailor and target messages at a
micro—even individual—level to
ensure maximum relevance and
impact

Ll Collaborate with key retailer

partners to ensure that assortment
reflects dominant/desired purchase
patterns of shoppers and target
groups

Partner with key retailers in the
development of loyalty program
offers targeted against the
needs/wants of key shopper
segments

1 Tie in-store efforts with externally-

targeted promotional campaigns to
reinforce/solidify purchase
decisions made prior to entering
the retail environment

Work with key retailer partners to
develop in-store programs, such as
kiosks or displays, to demonstrate
for shoppers how to “get the
biggest return” on product
investment, such as recipes/meal
ideas, or beauty/personal care
packages

Constantly measure and monitor in-
store initiatives against desired
shopper impact; implement mid-
cycle adjustments as warranted
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Conclusions: Retallers

Product Marketing

Shopper Marketing

In-Store Marketing

1 Collaborate with key manufacturer

partners to facilitate shoppers’
planning process; consider
messaging and tools, such as
coupons and innovative money-
saving offers, that will improve the
odds of “getting on the list”

Ensure media mix embraces new
media along with traditional media
in a manner that begins to impact
the shopper in the home; reinforce
message throughout the shopping
experience

Messages around value are critical;
tailor and target messages at a
micro—even individual—level to
ensure maximum relevance and
impact

.l Collaborate with key manufacturer

partners to ensure that assortment
reflects dominant/desired purchase
patterns of shoppers and target
groups

Partner with key manufacturers in
the development of loyalty program
offers targeted against the
needs/wants of key shopper
segments

1 Tie in-store efforts with externally-

targeted promotional campaigns to
reinforce/solidify purchase
decisions made prior to entering
the retail environment

Work with key manufacturer
partners to develop in-store
programs, such as kiosks or
displays, to demonstrate for
shoppers how to “get the biggest
return” on product investment, such
as recipes/meal ideas, or
beauty/personal care packages

Constantly measure and monitor in-
store initiatives against desired
shopper impact; implement mid-
cycle adjustments as warranted
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