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FINANCIAL HEADWINDS

Payroll Tax Rising Food Prices Increased Health
Increase Care Costs

Rising Utility/Energy Bills Rising Gas Prices

/

HJSTNCE THE BEGINNING OF 2013, WHICH

FINANCIAL HEADWIND DID CONSUMERS CLAIM
GAVE THEM THE GREATEST PAIN?

A. Gas Prices

B. Payroll Tax Hike

C. Health Care Costs
D. Utility/Energy Bills
E. Food Prices
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GREATER PAIN AT FOOD REGISTER & GAS PUMP

% impacted in the way they shopped for or used food, household, or
health & beauty products since the beginning of the year from...

Rising food prices 64
Rising gas prices 58
Rising utility/energy bills 40
Rising health care costs 30

Payroll tax increases 23

N
(=]

None of these

m U.S. Households

Less than one in four claim to be impacted by payroll tax increase

Source: Nielsen Homescan survey — March 14 through May 6, 2013 (n = 27,896) 5
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DIVERSE REACTION AT INCOME EXTREMES, BUT

% impacted in the way they shopped for or used food, household, or
health & beauty products since the beginning of the year from...

Rising food prices 64 [ 37] LS
A - 65
Rising utility/energy i
bills
Rising health care costs 30
Payroll tax increases 23 5
None ofthese Il E—
® U.S. Households ® Income <$25k  ®m Income $200k+

Lowest & highest incomes less impacted by payroll tax hike

Source: Nielsen Homescan survey — March 14 through May 6, 2013 (n = 27,896)
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PAYROLL TAX HITS YOUNG; BOOMERS FEEL > PAIN

Percentage impacted in the way they shopped for or used food, household, or
health & beauty products since the beginning of the year from...

Rising Gas Prices Payroll Tax Increase
51

Rising Food Costs Rising Health Care Costs

H Gen Y/Millennials ® Gen X ™ Boomers M Greatest Generation

Source: Nielsen Homescan survey — March 14 through May 6, 2013 (n = 27,896)

.

RESPONSE: TIGHTER BUDGETS & BUYING LESS

Top 3 Action Steps: % indicating how they are coping with higher costs

Rising Gas Prices Payroll Tax Increase

Reducing trips & conserving gas 80 Living on a tighter budget 77
. . . Buying fewer things that

Living on a tighter budget 67 we don't need 66

Doing more things at home ¥ Eating out less often 66

Rising Food Prices Rising Health Care Costs

Seeking out deals 66 Living on a tighter budget 73
. . . Buying fewer things that
L tighter budget
iving on a tighter budge 66 we don't need 63
Buying fewer things that Choosing less expensive
66 . 61
alternatives

we don't need

Source: Nielsen Homescan survey — March 14 through May 6, 2013 (n = 27,896)
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LATE SPRING HAD AN IMPACT TOO

Top 15 Declining Categories — Unit Trend
-28

M Edibles
H Non-Edibles

-3
-3

YTD 2013 vs. YAGO

Film & Cameras

Lawn & Garden v/
Insecticides Repellants v
Magazines Selected Title
Ice v/
Juices/Drinks-Frozen

Light Bulbs/Telephone
Gum

Frozen Novelties v
Seafood-Canned
Charcoal/Logs/Accessories v
Computer/Electronic Prods
Diet Aids

Office/School Supplies
Combo Pack

Although a number of discretionary items on the list

Source: Nielsen Scantrack, Total U.S., All Outlets Combined (plus Convenience), UPC-coded Category sales $100 million+, 19 weeks ending 05/11/2013 (unit %-change vs. year ago) 9

SUPPORTING CONSUMER CLAIMS

Top 16-30 Declining Categories — Unit Trend

-3
-3
-3
-3
-3
-3
-3
-3
-2
-2
-2
-2
-2
-2
-2

® Edibles
H Non-Edibles

YTD 2013 vs. YAGO

Motor/Vehicle Care/Acc
Baby Needs
Battery/Flashlight/Charge
Salad Dressings/Mayo/Top
Disposable Diapers

First Aid

Ethnic HABA

Juices Drinks-Shelf Stbl
Grooming Aids

Sanitary Protection
Deodorant

Wrapping Materials Bags
Soft Drinks-Non Carb
Prepared Foods-Rdy Serve
Shaving Needs

2" tier of declining categories mostly discretionary

Source: Nielsen Scantrack, Total U.S., All Outlets Combined (plus Convenience), UPC-coded Category sales $100 million+, 19 weeks ending 05/11/2013 (unit %-change vs. year ago) 10
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VALUE & CONVENIENCE WINNING

All Departments — Dollar Sales & Trend

$450
Supermarkets

$400 0.7% Value*
$350 4.3%

Billions

$300

$250
C-Stores

3.1%
1
2150 Drug Stores 0
$100 1.0%
s @

20 Low Growth High Growth

$200

Total measured channels: $764 Billion & up 2.4%

Source: Nielsen Scantrack, Total U.S., 52 weeks ending 05/11/2013 (vs. year ago), UPC-coded; *Club Stores, Dollar Stores, Mass-Merchandisers, Supercenters, & Military 12




BETWEEN 2005 & 2012, WHICH RETAIL CHANNEL
ADDED THE MOST STORES?

A. Supermarkets
B. Dollar Stores
C. Convenience Stores

D. Drug Stores

VALUE & CONVENIENCE GAIN W/EXPANSION

U.S. Store Counts

Convenience # 140,655

149,220
38,513
Drug 40,727
31,590
Supermarkets $2MM+ § 33,192 €——— 67% + of growth from
niche formats
Dollar Stores 182’270975
Mass Merch ‘ :’igi
Supercenters f 2;;%21
’ = 2005
Warehouse Clubs # iggi W 2012

Expansion from all formats but Mass in 2012

Source: Nielsen TDLinx 1
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MIXED GROWTH FROM SPECIALTY FORMATS

U.S. Store Counts

43,546

Liquor 4 45,665

Hardware Home Improvement 4

Electronics § 7,%;125
Office Supply % ?_;',15363
Pet Stores 4 1'2?8529
Bookstores § 1%’657%5 200
5
Toy Stores § 617,42182 W 2012

Expansion from all formats but Electronics & Office Supply in 2012

Source: Nielsen TDLinx

15

WALMART & TARGET LEADING EXPANSION

U.S. Store Counts

Walmart Banner

Target - Tot 4

Walmart to open 125
supercenters & between 95 &
115 smaller-format stores

Kmart - Tot §

2,508

Kroger Corp Grocery ‘ 2,422

Kroger eyeing expansion

Delhaize to sell Sweetbay, Reid’s
& Harveys banners to Bi-Lo
Holdings in Q4 2013

Publix expanding in Knoxville &

Delhaize Grocery 4

Safeway Corp Grocery ‘

Charlotte
Publix Grocery 4
Albertson's LLC § 5005
Ahold Grocery § = 2012

Expansion from Walmart, Target, Delhaize, Ahold in 2012

*April 2013
Source: Nielsen TDLinx - Counts reflect corporate-owned grocery stores

16
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EXPANSION FROM MOST REGIONAL GROCERS

U.S. Store Counts

Bi-Lo/Winn-Dixie 691
SUPERVALU §
HEB 4

AP §

Save Mart 4

Hy-Vee 4

* Bi-Lo to acquire Sweetbay,
Reid’s & Harveys banners

Tesco 4 205 from Delhaize in Q4 2013
Meijer 109 ‘
Giant Eagle #
WinCo 4 2005
Wegmans w2012

Expansion from all formats but SUPERVALU* and A&P in 2012

*April 2013
17

Source: Nielsen TDLinx

HUNGER FOR NATURAL/GOURMET & LOW PRICES

U.S. Store Counts

\ 1,179
Save-A-Lot f 1,349
| 785
Aldi £ 1150
v o 237
Trader Joe's T 390
) 168 ¢ Whole Foods & Sprouts claim 1,000
Whole Foods L] B 32 stores within reach
i ¢ Fresh Market aiming for 500 stores
4l )
Sprouts 151
) 2005
I a8
Fresh Market # 129 2012

Expansion from all in 2012

Source: Nielsen TDLinx

18
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EXPANSION FROM LEADING DRUG & CLUB CHAINS

U.S. Store Counts

4,983

e N 7,575
5,481

*
S N 7,155

3,354

AT 1,10

558

Sam's 1-610

2005
m 2012

¢ Costco plans 55 new
U.S. stores in 5 years

Expansion from all but Rite Aid in 2012

*Drug chains include other owned banners (i.e., Walgreens includes Duane Reade and Happy Harry; CVS includes Careplus and Longs; Rite Aid includes Save-A-Lot RA)

Source: Nielsen TDLinx

19

5525 2 m—
— .
RETAILING AT THE EXTREMES
Grocery
Mass
v Dollar
Drug
Hardware/Home Improvement v
Department .
v Convenience/Gas
Club v
Office v
Electronics v
Pet v
v Automotive
16% Liquor v
[ 159 News/Book v
B Toy v

Channel Preference: % Household Penetration

Income < $25K

Source: Nielsen Homescan, 52 w/e 12/29/2012 - excludes gas-only or Rx-only trips

Income $200K+

7/1/2013
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WHICH BANNER HAS THE GREATEST

% PENETRATION AMONG HOUSEHOLDS WITH AN
INCOME OF $200,000+?

A. Costco

B. Walmart

C. Target

D. Safeway

DIVERSE BANNER ATTRACTION

v Aldi/Save-A-Lot
Kroger Corp Grocery
Safeway Corp Grocery
a Whole Foods

v Walmart

Target

_ Kmart

Walgreens

cvs

[ 22% | Rite Aid

Sam’s Club

Costco

ﬂ Bls’s

30%
32% 4
17% 4

II'd
[y
°

18%
47%
51%
22%
24%
45%

12900

Banner Preference: % Household Penetration

Income < $25K

@

Nielsen Homescan, 52 w/e 12/29/2012 - excludes gas-only or Rx-only trips

Income $200K+

67%
71% 4

v

v

22
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E-COMMERCE THE BIG WINNER

CAGR 2012 to 2017

E-Commerce
Supercenters
Pet

Dollar

Club

Discount Dept
Drug

Sporting Goods
Conv/Gas

Home, Bed, Bath
Supermarkets
Auto

Hardware Home Improvement
Liquor
Department
Apparel
Electronics
Office

Toy

Books

Mass Merch

Source: Nielsen TDLinx & Nielsen Analytics

-10

Winning Share

Average Growth

Losing Share

10 15

7/1/2013
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NATURAL GOURMET TAKING BIGGEST SHARE BITE

Supermarket Channel $ Shares

2006 2012 2017 forecast
2012 CAGRs at 1.4%, 8.4% & 5.8%

Source: Nielsen TDLinx & Nielsen Analytics; *Aldi & Save-A-Lot; **Whole Foods, Trader Joe's, Fresh Market & Sprouts

100 ) s— — —
Point Change

75 vs. 2012

M Limited Assortment

Deep Discount* +0.7

50 - Natural Gourmet** +2.2

B Mainstream
25 ~ Supermarkets -2.9

O -

25

RETAIL HOT BUTTONS

00

Price & Value Private Brands Food Fight
Winning with Connecting with Convenient Consumer Health & Wellness
Non-Edibles Shoppers That Matter Solutions

Sustainability Print to Digital Experiential Retailing

26

7/1/2013
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FRUGALITY SUBSIDES, BUT ON MINDS OF MANY

How frequently do you do each of the following when shopping for groceries?

Versus 2012

Use shopping list 59% -1pt
Compare unit prices 48% -4 pts
Use store circular 44% -3 pts

Use coupons 37% -4 pts

Purchase from end-
aisle displays

8% -1pt

B On most trips

Improving economy or shopper fatigue?

Source: Nielsen Homescan survey — Feb/March 2013 (n = 49,542) 28
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VALUE STAYS AS INCOME GOES

Decline in median household income in 9 of last 12 years

Median household income in 2011 inflation adjusted dollars

2000 $54,841
2001 $53,646

2002 $53,019

2003 $52,973

2004 $52,788

2005 $53,371

2006 $53,768

2007 $54,489

2008
2009
2010
2011

$52,546
$52,195
$50,830
$50,054

Source: U.S. Census Bureau 29

“1IN 5KIDS IN U.S. LIVING IN POVERTY”

e About 2.7 million more children lived with an
unemployed parent during a typical month [during
2012] compared with 2007, a 71 percent increase.

* Some 2.8 million children lived with a parent who
was out of work for six months or longer.

e About 9 percent of all children live with
unemployed parents, compared with 5 percent
before the recession.

e More than 21.6 million children receive subsidies,
an increase of 8.8 million from 2007.

National Journal
Dec. 5, 2012

Source: National Journal & AP Photo (Mel Evans)

7/1/2013
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EXPANDING NO-FRILLS FORMATS
PP Those who Koow.

Ml; plans for 6 to 8 more
stores in 2013 in Detroit
Metro! Looking at
expanding beyond Ml, too

Ruler
FOODS

Operates 18 stores in
IN, KY, OH, IL

OJ U
Operates six stores in
TX

Where food costs less!”

Operates five stores
in OH & PA

Source: Bottom Dollar, Joe Vs Smart Shop, Valu Land, Valu King, Good Cents; Ruler Foods

bottom dellar

Fy,
valuland =¥ ;
Quality Food, Low Pricest  © SAVE BIG WITH JOE.
. FOOD
Operates seven stores in
Operates 56 stores in
PA, NJ, OH

Operates two

PRICE WARS

Fo R s
o i s

Rad Soadias Gragan 1y

SAVE 17% THIS WEEK
AT FOOD LION VS WALMART!

WE'VE COMPARED OUR MVP PRICES
TO WALMART'S EVERYDAY PRICES

:n.-. Satad Classic basen 7 750
07 Mkt Coamen Toyt £ 13 300

::nm Mils Lacky O Cav 17 goq
"4 Ml Craarion Carag) 1agy
araent Mt ooy Mt Coa 1 350
Roval Gty dppary 11y h
"R Dinpert jumso finy & 33cr

Save 17% = $26.48

I“m

o %

Source: http: foodlion.c
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PRICE FREEZES & PRICE CUTS

‘{()gmand

Our NEW list is here!

Low prices on what Ulgmans
P Consistent
families buy most. Low Prices

LOWER PRICES

i
2 0n thousands

= Of the items you
10 buy most often!

a1ee\ Look for the new, biue shelf tay
sens BICH ew, biue shelf tags
they point the way to more savings!

Source: Wegmans, Weis Markets, Kroger, Giant Eagle, Progressive Grocer

&
e
ON THOUSANDS OF ITEMS EVERY DAY! L

33

GAS PRICES STABLIZED, BUT PAINFULLY HIGH

Annual U.S. Regular All Formulations Retail Gasoline Prices (Dollars per Gallon)

$4.00 - $3.62

$3.50 |

$3.00 - $3.58

$2.50 |

$2.00 |

$1.50 |

$1.00 |

$0.50 $1.03

S0.00 T T T T T T T T T T T T T T T 1
AN O < 1D O N0 OO 0O 1 N ) < 10D OIS0 OO O -+ NN
A OO OO OO OO O O O O O O O O O O 0O 0O O ™ ™ - «
O OO OO OO0 O OO OO O O OO OO O O oo o o o o o o
™ = =~ o - - - - AN AN NN AN AN NN AN AN NN NN

£

Source: U.S. Energy Information Administration — prices include all taxes; YTD through week ending 6/10/2013

34
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WINNING WITH GAS REWARDS

Are you ...buying more gas at locations because of incentives tied to spending levels
at GROCERY store where you shop?

Yes 19 21 25 24 28 32 32
=l BO
== § point

..up to
$2.20/gallon!

Note: Stop & Shop gas rewards points are valid for 30 days
Source: Nielsen Homescan Surveys; Stop & Shop

VEHICLE CHARGING STATIONS

| Charge On-The-Go

Whether you're driving a gas-powered or
electric vehicle, it's always good to know
where you can refuel or recharge
whenyouneed to.

To Search for Charging Stations in Your Area,
Enter Your ZIP Code Below

Source: US Department of Energy 7/31/11

kmocys  FeMeer  SEarS @y @R
@ FTWS gdgmgil_'s‘ @ @

Walyreens Walmart

Source: MyFord Mobile, www.ford.com, tric/evready, www.theevproject.com & company websites

36

7/1/2013

18



7/1/2013

GROWTH CHANNELS LESS DEVELOPED, BUT GAINING

Private Brands: Dollar Share

Supermarkets 19.1

Drug Stores
1

(=]

=

3
Value* 15.1
15.5

=3
=
o]
N

m m 2009
2010
C-Stores PEL = 2011
% m2012
® 52 Weeks Ending 05/11/13
Source: Nielsen Scantrack, Total U.S., UPC-coded;*Club Stores, Dollar Stores, Mass-Merchandisers, Supercenters, & Military 38
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JUST OUTPACING BRAND GROWTH IN "12 & 13

Dollar Sales

$510 $522 $527

$490 $495

Billions

VS.
year
ago

+7.3% +2.2% +3.0% +2.1% | +3.2%

+1.1% +4.4% +3.0%

52 weeks

2009 2010 2011 2012
ending 5/11/13

B Branded H Private Brands

39

Source: Nielsen Scantrack, Total U.S. - All Outlets Combined, UPC-coded

STORE BRANDS CONNECT W/LOWER INCOME

S100K - $125K- $150K- $200K +
$34K S49K S69K $99K  $124K  $149K  $199K

<S$25K $25K- $35K- S50K-  S70K-

m Store Brands $ Share

Source: Nielsen Homescan, Total U.S. 52 weeks ending 12/29/2012 (UPC-coded)

40

7/1/2013
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LOWER AFFLUENT SHARE DUE TO BRAND SPEND

Affluent have strong store brands spend relative to other incomes

3,702 3657 3,764
i 3,340 3,490
2753 2,931

2,411

647 698 721 740 736 727 735 711 675

<S$25K $25K- $35K- S50K-  S$70K- S100K- $125K- $150K- $200K +
$34K S49K S69K $99K  $124K  $149K  $199K

m Branded $ Buying Rate m Store Brands $ Buying Rate

Source: Nielsen Homescan, Total U.S. 52 weeks ending 12/29/2012 (UPC-coded)

41

NON-EDIBLES YIELD > GROWTH IN 2013

Private Brands: Top 15 Categories — Unit Trend

2008 2013

Canning/Freezing Supplies N Canning/Freezing Supplies
Baby Food [ Diet Aids
Computer/Electronic Prods [l Family Planning

Fresheners/Deodorizers [l Fresheners/Deodorizers

Wine Il Tobacco & Accessories

Flour 7. Gum

Candles/Incense & Acces 7. Wine
| Pet Care

Breakfast Foods-Frozen [l
Detergents i
Breakfast Foods JiI

Dressng/Salad/Pr Fd-Deli

Feminine Hygiene

) A o H Edibles
Shortening/Qil 7. Snacks/Spreads/Dip-Dairy & Non-gdibles
Fresh Produce

Fresh Produce i

Ice Cream i Cosmetics

Cough And Cold Remedies

Pizza/Snacks-Frozen Ji
Spices/Seasoning/Extract

Cookware I

0 50 100 150 200 250

Source: Nielsen Scantrack, Total U.S., Category sales $100 million+, UPC-coded, FDMWM 52 w/e 12/27/2008 & xAOC 52 w/e 05/11/2013 (vs. year ago) units

0 50 100 150 200 250

42
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LEADERS INVESTING BEYOND CORE CATEGORIES

Retailer share of core & total retailer brand categories

Aldi is off the chart:

50 82 (total)
97(core]

a5 | @ Save A Lot
— 40
i
S 35 @ Wegmans

Hannaford H-E-B
30 1 Costco 9@ Kroger
Dollar °
25 General g @ @ Stater Bros
- Spartan  Hy-Vee Safeway
35 40 45 50 55 60 65 70

Core

Source: Nielsen Homescan Panel, Total U.S. 52-weeks 12/29/12 43

LEADERS W/STRONGER PRICING & PROMOTIONS

Dollar Share of Department — Grocery Retailers

Food & Bev Private Brands
Non Food Private Brands
Gen Merch Private Brands

HBA Private Brands

B Nascent B Committed M Leaders*

Source: Nielsen Homescan, All Grocery Store (US), 52-weeks ending 12/29/2012, UPC-coded items only, * excludes Aldi 44

7/1/2013

22



BIG SHARES & BIG GAINS W/RETAILER FOCUS

Private Brands: Dollar Share

27% r 27%
Total U.S. Grocery
- . 0
2% To4 _ 2009: 18.3% 24%
4== 2013: 19.2%

21% nHiMiliss l 21%

18% TN Nssa it ntessase - 18%

15% Higher presence of store ¥lz 15%

(I . - r (]
brand focused retailers il
12% - (e.g., Kroger, Safeway & Ll 12%
Wegmans) -

9% o0 EEEEEEE e L S BB L 9%
B PEOPEy 0T R O YR P OaPEPE 00SDRTYLTOR2ZRROZ0Z 2D
533225<8c585 5355885332082 8752 00092033 3538302058222
£5338:5R232020852838F383575857 753332887535 9532825%23895
o3y s375afgl  E° 252 §5 °°FG  §E FE9c 33828587 : iz~

1= Gz a ® = 335 . « “<F c8g 3 & © o3
2 s 7 g o3 3 82 2
g g e 03 S z 35
s g = H g2
=1 W M
52 Weeks Ending 05/11/2013 =52 Weeks Ending 12/26/2009
Source: Nielsen Scantrack, Total U.S. - Food Stores $2MM+, UPC-coded products 45
o
)

MORE THAN A NATIONA

L BRAND EQUIVALENT

Store Brands are at top of Consumer Reports laundry detergent & sunscreen rankings

s

#1in
category

Source: Costco, Target, Walmart, Walgreens

category

ort sunscreet

SUNSCREEN

\ LAY )

T
—~SPORT-
BROAD
SPECTRUM
SPF 50

#1in #4 in

category

46
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Source: Company websites 47

NEW LAUNCHES & ENABLING TRIAL

H-E-B intensifying HBA focus &
launches 50-cent candy bars

Kroger introduces new brand

Publix is confident
you’ll like theirs better t
A “ovms
" ‘? "= FREE

I‘nlllh?l.lh'l-ﬂ“l.

Source: H-E-B, Store Brands Decisions, Examiner.com 48

7/1/2013
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SUCCESSFUL RETAILERS HAVE VARIETY OF BOXES

% of U.S. Store Count Expansion in the Top 20 Expansion Chains — 2012 versus 2007

’
ne

m C-Stores

13,400

w
stores

Dollar Stores
H Drug Stores
W Grocery

® Mass Merchandisers

But fastest expansion from small formats

Source: Nielsen TDLinx

25



7 SMALL FORMAT GROWTH, BUT NOT THE ONLY
BOX IN TOWN

Increases in actual U.S. Store Counts — 2012 versus 2007

Dollar General

Walgreens

7-Eleven

Dollar Tree

CVS/Carmark

Family Dollar

Couche Tard

VPS

Walmart Banner

Cumberland Farms

Valero

Aldi

Casey's

Shell

Pilot Flying J

Sunoco

Target

Tesco 178 W Mass
Bi-Lo/Winn-Dixie 170
Western Refining 165

2,172

M C-Store

268 M Dollar
228
201 M Drug

196 M Grocery
192

Source: Nielsen TDLinx 51

Wal-Mart...expects to have 500 Neighborhood
Markets operating within three years — more than
double the 240 it currently has... Wal-Mart Express
stores ‘comped better than we had imagined as they
hit their first year, and they reached profitability
faster than we thought they would. However, the
return is not where the other formats are...”

Supermarket News
Oct. 22, 201

Walmart Canada opened its prototype small urban
Supercentre...90,000 square feet—-allows Walmart to
build Supercentres on half the land normally required.

Supermarket News
Jan. 27,2012

Source: Supermarket News, Canadian Grocer, Walmart, Arkansas Online, WBEZ 52

7/1/2013
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TARGET SMALL URBAN FORMAT FOCUS
6‘.'. 1&‘

a new era for downtown residents

Seattlepi.com
Jul. 23, 2012

CityTarget:

Chicago (July 2012)

L.A. (July 2012)

Seattle (July 2012)

L.A. (Oct. 2012)

San Francisco (Oct. 2012)
L.A. (March 2013)
Portland, OR (July 2013)
San Francisco (Oct. 2013)

O NOWVAEWNR

Source: Target; Photos: Sofia Jaramillo / SEATTLEPI.COM, Los Angeles Times, Antonio Perez / Chicago Tribune

53

SMALLER FORMATS & BETTER PRICES

The grocery chain, which mostly entices young, trendy city
dwellers, is now moving into smaller, suburban areas where its
new, smaller stores are seeing stronger returns. But to make it
work, Whole Foods has to rid itself of its top-dollar reputation...
Whole Foods has just about 317 locations, and plans to grow to
1,000 stores—though probably not in this decade, executives said.
The new smaller stores will be crucial to reaching that goal.

The Wall Street Journal
Source: Whole Foods & The Wall Street Journal Feb. 15, 2012

54

7/1/2013
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Macy’s and Toys “R” US partner... Companies offer Toys“R”Us Express-
branded shops in 24 Macy’s locations in major markets nationwide
beginning in mid-October and continuing through mid-January

Macy'’s Inc.
Oct. 10, 2012

Source: Macy’s, Toys"R"Us 55

Source: MorningNewsBeat.com; Las Vegas Sun/Steve Marcus (photos — March 4, 2012) 56
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FRESH IS IN!

Fresh ways
to save miore

GLANT EAGH

MARKE

7/1/2013
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Dollar Trend

Dollar growth for all, but not all growing volume

Source: Nielsen Perishables Group FreshFacts®, Total U.S. ~ Fresh Coverage Area; 52-weeks ending 03/30/2013 (vs. year ago) 59

CONSUMERS FLOCK TO FRESH, BUT

Fruits

Deli Prepared Foods

Fresh Seafood
Bakery

Fresh Meat
Deli Cheese
Vegetables

Deli Meat

.

Volume Trend Price Change
+3.7%
+3.0%
-1.7%
+3.0%

+0.0%

-19

-0.3%

-0% +1.8%

.

Source: Target & Associated Press

60
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TARGET STEPS UP TO THE PLATE

Expands Cooking & Kitchenware Categories

| |

The Bast Kitchen Starts Here®

“Target believes these transactions present a strategic growth opportunity”

Source: Company websites & Supermarket News

61

WINNING WITH SOLUTIONS — NOT DEALS

S INNOVATION
EEEE CENTER L5, DAIRY.

retailers achieved a 19.2% average incremental increase in units sold
across the displays and 20.5% in dollar sales. Dairy products scored even
higher...The gains were recorded without promotional pricing or extra
marketing

Supermarket News, Jun. 2, 2012

Source: Supermarket News; Innovation Center for U.S. Dairy’s Dairy Meal Solutions: Merchandising Works study (April 2012)

62
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BK DEBUTS UPSCALE SPRING MENU

64
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Source: Associated Press

Census: Whites no longer
a majority in US by 2043

By Hope Yen

Assaciated Press

WASHINGTON — White
people will no longer
make up a majority of
Americans by 2043, ac-
cording to new census
projections, part of a his-
toric shift that is already
reshaping U.S. schools,
the workforce and the
electorate.

The official projection,
released Wednesday by
the Census Bureau, now
places the tipping point
for the white majority a
year later than previous
estimates, which were
made before the effect of
the recent economic
downturn  was  fully
known.

The non-Hispanic
white population, now at
197.8 million, is projected
to peak at 200 million in
2024, before entering a
ateade decling in ahanlura

Projections

White people will no longer
make up a majority of
Americans by 2043
Projected population by
race and hispanic origin:

Hispanics

Asians

1.S. population is project-
ed to cross the 400 million
mark in 2051, reaching
420.3 million a half-centu-
ry from now in 2060.

By 2060, whites should

dran tn 43 nareent of the

ages 1 and younger for the
first time in U.S. history.

At the same time, the
U.8. population as a whole
is aging, driven by white
baby boomers born be-
tween 1946 and 1964. Over
the next half-century, the
“oldest old” — those ages
85 and older — is project-
ed to more than triple to
18.2 million, reaching 4
percent of the U.S. popu-
lation.

The actual shift in de-
mographics will be influ.
enced by a host of factors
that can't always be accu-
rately pinpointed — the
pace of the economic re-
covery, cultural changes
and an overhaul of immi-
gration law, which is ex-
pected to be debated in
Congress early next year.

Economic edge

“The next half-century
marks key points in con-
tinning trends — the 171.8

7/1/2013
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FRESH ORGANIC GREEN BEANS
HARICOTS VERTS BIOLOGIQUES FRAIS

Source: MultiAd Kwikee

' —— BIGELOW,

\"CREENTEA/TH

L deliciccr # riatural
sincateina

pREME

\ L
SERRY SUL
STR \1\;{!.‘ YRFRES

67

AD MESSAGING REQUIRES DIVERSE APPROACHES

S

Source: Nelsen Ad Solutions

Asian Americans like
product features

African-Americans
respond to humor

Hispanics prefer

family reference

46%

Of Top Ads discuss
product features

42%

Of top ads are humorous

and relatable

41%

Of top ads focus on
the family

85%

Of bottom ads don't
discuss features

96%

Of bottom ads are not
humorous or relatable

95%

of bottom ads don't
focus on the family

68
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CONNECTING REQUIRES DIVERSE APPROACHES

AFRICAN- ASIAN
HISPANICS AMERICANS AMERICANS
TEXT TALK VIEW

rrrrrrrrrrrrr

USA SNAPSHOTS®

‘Oldest old’ crowd
growing rapidly

Americans 85 and over, in millions:

Note 2020-2050 are projections
Source Census Bureau
ANMER. CAREY AMD KARL GELLES, USA TODAY

70
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THE DIVIDE
@\ ﬂ
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~
~
\ ~
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-
-
-
-
Boomer CPG S Spend Ad Dollars Aimed at

50+ Years

Source: TV Board & Nielsen

71

TRIP CAPTURE AMONG YOUNGER IS PARAMOUNT

Shopping Trips Per Household
N
Supercenters 26 nﬂn
Drug Stores [l mm H Greatest Gen

B Boomers
H Gen X

Grocery Stores

Dollar Stores
Convenience/Gas m Millennials

Mass Merchandisers

Warehouse Clubs

Except in mass, younger make fewer trips

Source: Nielsen Homescan, Total U.S. 52 weeks ending 12/29/2012, based on total basket ring, excluding gas only or Rx only trips

72
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"e'W‘ Aveeno BAUSCH +LOMB
ACTIVE NATURALS OCUVIte

Ern Vtaomin & Mine e Supgieemen

positively ageless~
complete anti-aging system
100% u‘.nwm-nl-wddell?-l

e v ek

Sources: MultiAd Kwikee & company websites

Menopause Formula
BULTIVITAMINMUCTIMINERAL
Sov EUPm EmENT
Farmulated o hep:

Ratvcndesina .

i
CREAM

AGE PERFEC&
FOR MATURE SKII i

ANTLSAGGING +
BRIGHTE

NETWT 0502 (14g)

73

P | BobGuaus

EVERYDAY
CLASSICS ,
8I\:‘léchar".mi w L > |
eese 3 N Sy
e L7 T
S
: 2
s A
a8

Source: MultiAd Kwikee
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E-COMMERCE STEADILY GAINING SHARE

U.S Dollars (billions)

70

60

50

40

30

2

o

0

B Retail E-Commerce Sales  ===9% of Total Retail Sales

Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

U3249d
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AMAZON SALES IMPRESSIVE SINCE OPENING IN ‘94

Global annual sales (in billions)

@ce

Walmart Kroger Amazon

Source: company reports

=

L]

AMAZON SALES GROWTH EVEN MORE IMPRESSIVE

Global annual sales growth versus prior year (in billions)

Coeec

Walmart Amazon Kroger

Source: company reports

7/1/2013
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E-COMMERCE = LOWER PRICES & FEWER JOBS

# of employees

@ce

Walmart Kroger Amazon

SALES SHOULD MORE THAN DOUBLE BY 2017

Amazon annual net sales (in billions)

10 -
100 |
s120 |
100 | $97 billion in
550 - growth at the
$60 - expense of what
0 1 brick & mortar
a ] . l I retailers?

$0 - T \ . T : . : :

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Actual Projection

nnnnnnnnnnnnnnnnnnnnnnnnnnnnnn ; Nielsen projection 80
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GOING AFTER REGULARLY SCHEDULED BUYS

Step 1: Select an
AmaIZOTlCom eligible item
SUbSCrlbe & Save Choose from laundry supplies,
coffee pods, baby care
products, and much more.

Why Keep Running Out?

Step 3: Enter shipping
and payment details

Tell us where you want the
items shipped and which credit

card to charge

EA) -1

Source: Amazon.com

Step 2: Choose a quantity
and delivery schedule
Pick the number of units you

want to receive and the
frequency of your deliveries.

Step 4: Click “Sign me up”

That's it. Your first order will be
processed immediately and your
subseription activated.

@ _sonmew )

)

81

CLICK. SHIP. WAG.

Source: USATODAY & company websites

@ DOLLAR SHAVE CLUB
SHAVE MONEY. SHAVE TIME.

82

m

7/1/2013
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AMAZON OFFERS FOUNTAIN OF YOUTH

AMAZON i i cacan s

i IO Y - B
QN Fitbit: B Aciive, Sieep Well and Eat Smarter s Amazon Launches
o ACTIVE & HEALTHY LIVING 50+ Active and Healthy
= R Living Store Featuring
Whole-food supplements from New Chapter U provded by H undreds Of ThOUSH nds Of

- Crand

- e Items In One Single
Destination... Our goal is to
fom | .
& offer great prices on a vast

selection of items and a
robust Resource Center

NUTRITION & WELLNESS EXERCISE & FITNESS HEALTH CARE filled with tips on

everything from boosting

*Loammere

ARG & SLPPLEMENTS ASTHTY MOHITORS OIAEETES MANAGEMENT
oG4 DIGESTION §1ALISEA

=3 § brain power to care-giving.
Amazon
MEDICAL SUPPLIES INCONTINENCE PERSONAL CARE Apr. 15, 2013

Source: https amazon.com/gp, htm, 1 83

1maznnlo e
)

Amazon and Walmart's e-commerce division are
expanding and starting programs to allow customers
to order items online and then pick them up from
lockers stationed at brick-and-mortar retailers.

Drug Store News
Apr. 3, 2013

Source: Amazon, Reuters, Drug Store News 84
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WALGREENS ADDS CONVENIENT OPTIONS

Wklyreents

SRS
BACK to SCHOOL

more time for recaess.

grab supplies faster this year.

i UG R on your first order
g & o i

Savings at your Store Curbside Pickup Refer-a-Friend
Two of your favorite things... Just park & we'll bring your Get $5 for each friend
summer & savings. items to your car. that uses Web Pickup.
" ®
Find your sale > ﬁd‘ Leamn more > a* Get details » $
Sl B

Source: Walgreens

web pickup

85

VIRTUAL SHOPPING & PICK-UP SPOTS

Peapod offering virtual supermarkets at 100+ commute train stations;
also testing grocery pickup

Source: Peapod, Stop & Shop, Supermarket News

Peaped Pick-up

by 4 StopaShop'

86

7/1/2013
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FRESHDIRECT EXPANDS TO PHILLY SUBURBS

=
New York City

B Pennsylvania
Il New Jersey

Delaware
. Philadelphia %
o Delaware &

o Chester

Burlington

o Montgomery

=2

o Bucks

+ Mercer THE GREATER

3 Burlington “‘“'liufnl’»ﬁ PHILADELPHIA AREA
° Camden Courtesy of Select Greater Philadelphia. Credit: Delaware Valley Regional Planning Commission

Source: FreshDirect, Select Greater Philadelphia & Delaware Valley Regional Planning Commission

100 MILLION+ TRANSACTIONS SINCE 01/2011

g 1 1 320 itemns for Sale
# i * Coul Lime Refreshers

quick, seamless payment experience at
approximately 7,000 Starbucks stores. Square
Wallet is in addition to Starbucks own mobile
payment applications...which are used by Starbucks
customers more than 2 million times each week

o

Starbucks News Release, Nov. 7, 2012

Source: Starbucks

88
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Find your store ; é

Events + Wine + Flyer + Menu Magazine « Blog + Presciiptions + Careers * Qur Farm creale shopping lists, save recipes and more. Create Your Account

= The new
e Wegmans app!

Shopping made easier

« Remembers past purchases for easy shopping list creation
+ Organizes shopping list by aisle
+ Adds recipe ingredients straight to your list

Download now!

#  Available on the A
& AppStore [l PC

NOOK app

Coming soon Coming soon

Source: Wegmans 89

“APPS EMERGE AS KEY WALMART STRATEGY”

Walmart plans to launch Print Plus, a mobile app that E

i i i i Scan & Go™
br!ngs its print ads to life... Thg app, to be launched A
this year, allows shoppers to view content — such as ; Learn howScan & Goworks
recipes and product information — when they scan a &

Walmart ad with their smart phones.

Additionally, the company is testing Scan & Go, an
iPhone app that lets shoppers use their phones to
scan the bar codes on items in-store, and complete
the purchase at a self checkout.

The retailer is also exploring mobile payment.

Supermarket News
Apr. 9, 2013

Source: Supermarket News & Walmart (http://wmS5.walmart.com/scanandgo/)

7/1/2013
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THOSE MOST ENGAGED IN H&W SHOP AND SPEND

Total Retail Channels

Shopping Trips Per Household Basket Ring $ Per Trip

Well Beings 161 $49
163 S44
$46

Magic Bullet 156

153 [Fencesitters _ JE8
545

Basket Ring $ Per Household

$7,828
$7,169
$7,190
$7,078
56,533

WELL BEINGS are active shoppers & spend the most annually

Eat, Drink & Be Merrys [t}

rce: Natural Marketing Institute (NMI), Health & Wellne: ation, Total U.S. - 52 weeks ending 12/29/2012

m

7/1/2013
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MULTIPLE RETAIL CHANNEL CONNECTION POINTS

Shopping Trips Per Household

Supercenters

Drug Stores

Dollar Stores m Well Beings

® Food Actives
Convenience/Gas m Magic Bullets
m Fence Sitters

Warehouse Clubs M Eat, Drink & Be Merrys

Mass Merchandisers

Well Beings make more grocery & club trips

Source: Natural Marketing Institute (NMI), Health & Wellness Segmentation, Total U.S. - 52 weeks ending 12/29/2012

93

DIVERSE CATEGORY DEMAND ACROSS SEGMENTS

S Buying Rate Index
Eat, Drink
Well Food Magic Fence & Be
Beings Actives Bullets Sitters Merrys
86 89 102 105

Beer 118
Wine 136 103 84 93 84
Candy 91 102 106 97 98
Carbonated Beverages 75 97 105 103 112
Bottled Water 117 95 97 105 92
Fresh Produce 143 103 90 95 80
Vitamins 119 114 108 94 48
Tobacco & Accessories 66 82 113 90 119

Where is your category or brand connecting?

Source: Natural Marketing Institute (NMI), Health & Wellness Segmentation, Total U.S. - 52 weeks ending 12/29/2012, UPC-coded

.

94
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WINNING LABEL CLAIMS

Unit Trend

Low Glycemic

GMO Free

Plant Sterol

Hormone Antibiotic Free
Gluten Free

Organic

Lactose Presence
Protein Presence

Fruit and Veg Presence
High Fructose Corn Syrup Free
CARB Conscious
Natural

Grain Type
Preservative Presence
Antioxidants

Iron Presence
Cholesterol Presence
No MSG

Sweetener Presence
Fiber Presence
Multigrain

I —— 34
I ) S
EE— |
I | 7
s—— |/
—— 1]
—— 10

——— S

— 3

— 7

e s

T

—

|

W)

m1

I8

m1

1

o

10

Source: Nielsen Scantrack & Nielsen Label Trends, Total U.S. - All Outlets Combined, 52-weeks ending 05/11/13 (vs. year ago), UPC-coded
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Guiding Stars®

Nutritious choices made simple®

AT inGS
. &
B Bstoee O
_Bates | College
UIND RG-SR

AP

Source: Company websites

SAFEWAY €Y

Ingredients for life.
simpleinutrition.

FRESHNESS  CAN TASTE
VALUES AN TRUST.

Ralleys | CfMiake | wos BLL
YRR @mﬁmv
- [ e

GIaNT
EAGLE

X

G“EdAaT
You

Walmart

96

7/1/2013

48



The Healthy Ideas check-out lanes
contain both national and Martin’s
brand perishable and nonperishable
healthy food items

97

lam-lpm Introduction Set Goals & Track Progress
wednesday Coe lark Fleld

ok Rl Hu%alth\" o =1
-ég"mmu 'in"ry il )

w% c ,..,...,,91

Ready, Set, Move
Challenge

(% b I{r!‘ub’ﬁ[‘" NE

yVee COL

Source Walgreens, Hy-Vee, H-E-B, The Mexia (TX) News Online 98
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HELP DIABETES PATIENTS SAVE

Walmart introduced... the low-cost
ReliOn Prime meter and blood sugar
test strips...Walmart will provide
increased savings on a variety of
items to help patients ease the cost
of diabetes management.

Walmart

Save money. Live better.

7/1/2013
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Hy-Vee’s first in-store, sit-down restaurant, called Market Fresh Grille,
as well as a number of other firsts, many of which involve foodservice,
prepared foods and value-added products that tie into cooking.

Supermarket News
Sep. 3, 2012 .

Source: Hy-Vee; Des Moines Register/David Purdy; Supermarket

TAKING FOOD TO ANOTHER LEVEL

Food prepared with “the incomparably fresh ingredients sold on-site in the store”

{{THere FrienDs & FOOD (MeeT

51



CELEBRATION CENTRAL

201central is a new approach for Harris Teeter, and we believe
that 201central will become your central place to find
everything you need to make all your celebrations the best.

201Central.com

Source: Harris Teeter

SHAKING UP THE BOX
Walgreens expanding “flagship” store concept in the U.S. & Puerto Rico
Walgreend
A7 THE CorneR of HAPPY &HEALTHY"
“pmatk®

e sushi chef

e barista, juice bar, soda fountain
¢ 700 fine wines

* manicures

e and, more!

Source: Walgreens, Business Wire, Los Angeles Times

104
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Bone Marché has a separate entrance and

welcomes pets on leashes. The store features a
2§ ‘bone bar,’ a variety of specialty pet-food brands
LUNDS BeERLRS and refrigerated and frozen pet foods.

Supermarket News
Sep. 20, 2012 .

TARGET DEBUTS INTERACTIVE POP-UP STORE IN NYC

1,600 sq. ft. “house” features 3,500 store brand housewares items;
QR code/ship later option for two dozen products

G—n
THE THRESHCLD
DOLLHOUSE
prﬂ'en!z‘“‘ 'f’.v ®

GRAND CENTRAL
100 YEAR

106

Source: abullseyeview.com

7/1/2013
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KEY TAKEAWAYS

e Economic Divide: Economy remains
sluggish; opportunities across the
economic spectrum

e Competition Heats Up! Battle for the
right sized box; food fight; brands versus
store brands; convenient consumer
solutions

e Retail 2017: Online versus brick &
mortar; innovate to stay consumer
relevant; winning with “cool”

7/1/2013
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niclsen

AN UNCOMMON SENSE
OF THE CONSUMER"™
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