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« Wall Street vs. Main Street
» Post Modern Retalling
—Implications for business model evolution and investment
 Why Forty Years?
—Generational Shift
—Haves and Have Nots
« The Value of the Store as Expression of Retailer Brand

—Why store experience and design is mission critical
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Finance vs. Wall Street
Not the same

* The nature of stock markets in the last 30 years or so has
been to react to the near term, to be inherently volatile and
seek quick returns through trading

 Directly conflicts with a longer term business development
philosophy
—The most admired and generally best performing retail

firms are those that largely ignore the stock market
“noise” and focus on fundamentals

. Costco, Kroger, Amazon to name a few
- Similarly with healthy privately held businesses

* The one place where Wall Street and Main Street aligned
has been a general aversion to debt since 2007

KANTAR RETAIL

© Copyright 2013 Kantar Retall



What “The Street” Sees in Retail

 Remarkably unconcerned with the differences between a
supercenter, a supermarket, a club, a specialty store

* They see cash flow, balance sheets, and real estate (assets)

 Very sensitive to price and inflation but not much
understanding for shopper value

* Financial analysis is based on transactions not shoppers
 Belief that U.S. Is over-stored

* More aware of digital / online potential impact than most
operators

 NOT the same POV as equity management or venture
capital firms that consider ownership as part of their strategy
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Debt Is a Tool Like Any Other

Just an Invoice on Total Inventory
 Investment, equity, and venture capital firms have learned to
use leverage (debt) more effectively than the market
—Multi year planning

—Most such firms who acquire retailers have learned to
build value through overall brand development

- Historical examples include Safeway and more recently
Dollar General

* The lesson is instructive: building value as a retailer is all
about building brand strength

—Combining players with weak market positions merely to
achieve scale is usually not advantageous — unless
accompanied by strengthened brand development
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So What Is Driving All These Deals?

Some recent examples

« Spartan & Nash Finch announce merger

* A&P hires Credit Suisse to explore “future options”
Bi-Lo considers IPO

Kroger & Harris Teeter announce merger
Safeway sells Canadian holdings to Sobey’s

Bi-Lo buys selected Delhaize banners

Less of a trend and more of a series of responses to changing
market conditions, each unique to circumstances
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Kantar Retail’s Market Evolution Model:
Organized Trade Evolves Along A Predictable Continuum As
Do Lead Formats In Each Phase

OT 20-30% of mkt OT 30-40% of mkt OT 40-50% of mkt OT 50-60% of mkt OT 60-70% of mkt
T5 OT retailers T5 OT retailers T5 OT retailers T5 OT retailers T5 OT retailers
<30% of OT <40% of OT <50% of OT <60% of OT <70% of OT

i jations
Gradual Transition Regional Varia

Gradual Transition

Multi-Format
_ _ Pure Secondary Dominant
Adjacent Nation, Formats, High-capability Drug,

Adjacent Nation, Pioneers, and ~ Multi-formats — garermarkers .

Primary Formats Secondary Drug, Supermarket,  Regrowth of Specialty

Pioneers L Discounters & Formats Category Specialists  Chains, Mom ‘n Pops
Category Specialists,  c_gtores = new growth ) with Demographic Focus
Hypermarkets, formats; Hypers and C&C _Tradltlor:jal Trade now

Cash & Carry, and largest growth formats impacte

Local Food Chains
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Analytics and Metrics

As MEM and Retailers develop more
complex data and analvtical functions

IROSIENVIGEEN

w_

Parigiratjor) Inventory
Turns/
GMROI

Concentration

Exoloraijor)

<XVOGMAEAXPO

Trade-off thinking begins — Margin vs. Velocity

http://www.mvi-insights.com/Index.aspx
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When Times Get Tough— Fixed Assets Get Hit

Square Footage Added by Kantar Retail Chains
2005-2013E A 51% reduction in

rate of square footage

being added
160 -
140
Kantar Retail
Chains: 120 -
Millions of Net
Sq.Ft. Added By
Year 100 1
B8O -
60 -
a0 -
20 | '
o |
' 2005 2006 2007 2008 2009 2010e 2011e 2012e 2013e
2005-2007 Avg: 2008, 2009, 2010e: , e .
142 MM Sq. Ft. Sq.ft. being added by only most well- T1ME-"13E Avg:
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Post Modern Market Dynamics

« Most chalin retailers achieve competitive scale
« Growth through new store growth has a much lower ROI

« Open locations harder to come by, fill-in locations make
competitive market entry increasingly hard

« Useful life expectancy of stores extends putting emphasis on
remodels and refreshes

 Stores tend to be more targeted at underserved pockets:
—Broad consumer positioning harder to achieve

» Focus shifts to comparable store sales in older buildings
—Only 2 U.S. examples of this consistently working
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US Sales by Format: Channel Level View

$2,465

2,400 - $145 Channel (oA || (A
$204 Apparel 3.5% | 4.3%

2,000 - $1,978 ™ Clubs 5.4% | 6.8%

_ $11713 oe m Category Specialist 1.6% 3.3%

& 1,600 - $100 m Convenience 220 | 4.1%
Té; Department -1.8% | 0.11%
é 1,200 i ® Discounter 8.2% 7.6%
2 _ $101 $328 = Drug 2.6% | 4.8%
% 800 1 $282 Supercenter 3.4% 3.0%
n ' $239 o = Mass 2.2% | -0.6%
400 1 $145 Non Store Retail 12.0% | 11.4%

- ® Supermarket 2.5% 4.4%

] KR Channel Totals 29% | 4.5%

2008 2013E 2018E
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MARGINAL VOLUME TELLS A DIFFERENT STORY...
Share of Growth Analysis Reveals Momentum At Scale

* Non-store retail will grow by
more dollars than any other
channel

« Supermarket is #2 — posting
more than 2x the dollar growth
of mass!

e Club > mass, and discount
catching up

* No one channel = 25%, and
even top 4 only capture 2/3

KANTAR RETAIL

Share of

2013-2018

growth

Apparel 5.5%
Club 11.7%
Category Specialist 13.9%
Convenience 2.7%
Department 0.2%
Discounter 7.0%
Drug 9.2%
Mass/Supercenter 8.6%
Non Store Retall 21.5%
Supermarket 19.7%
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Top 3 US Supermarkets Account for USD 199.3

Billion by 2018E
US SU el'maI'I(Et SaIeS (ranked by 2013E sales)

KR Top Supermarket Retaile Sales (USD billions) Square Footage (millions) % 0 ota

us
Rank , CAGR  CAGR CAGR  CAGR 0 0
2013E Retailer 2008 2013E 2018E (08-13E) ('13E-18E) 2008 2013E 2018E (08-13E) (136-18E) | Sale .

Sales

1 Kroger | $ 646|$ 88.7|$1255| 65% | 72% || 1227| 1255 1268 | 05% | 02% | 221%]| 17%
2 Safeway |$ 375|$ 37.1|$ 389| -02% | 10% || 775| 708| 696| -18% | -03% || 9.2% | 10%
3 Publix | $ 237 (% 284|$ 348| 37% | 42% || 57| s10| s64| 220 | 20% | 7.1% | 7%
4 Ahold $ 214|$ 265($ 301| 44% | 26% | 356| 396| 407| 21% | 06% || 7% | 5%
5 MA;E;(:S(EEE) $ 60|% 1953 170] 265% | -27% || 128| s512| 467|320% | -19% | 5% | 7%
6 H-E-B $ 139($ 1918 237| 65% | 45% || 171| 205| 223| 36% | 17% || 5% | 3%
Top 3US Supermarket | $1258 | $154.1| $199.3 | 41% | 53% || 2458 | 247.3 | 2528 | 0.1% | 04% || 38% | 33%
Top 6 US Supermarket | $167.2 | $219.2 | $2701 | 56% | 43% || 311.4 | 3586 | 3625 | 2.9% | 02% || 55% | 48%

All Other US Supermarket | $187.2 | $181.8 | $226.8 | -0.6% 4.5% 420.7 | 3831 | 427.7| -1.9% 2.2% 45% § 52%
Total KR US Supemarket | $354.4 | $401.0 | $496.9 | 2.5% 4.4% 7320 | 7417 7902 | 0.3% 1.3% 100% | 100%

Note: Includes supermarket sales only (supermarket format only)
Data as of 5/24/2013
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Leaders Dominant But Scale Not a Growth Driver
Top 20 Supermarket Retailers Account for 93% of Sales Added from 2013E-2018E

Ranked by % sales added (us supermarket sales onl
Sales 2013E Sales 2018E Sales Added % of Total Sales

Retailer

(USD millions) (USD millions) 2013E-2018E Added 2013E-2018E

1 Kroger $88,653 $125,503 $36,850 37.8%
2  Walmart (small formats)* 6,377 17,640 11,263 11.5%
3  Whole Foods 12,578 19,759 7,181 7.4%
4 Publix 28,387 34,831 6,445 6.6%
5 H-E-B 19,064 23,708 4,645 4.8%
Top 5 Total $155,058 $221,442 $66,384 68.0%

6 Ahold 26,519 30,092 3,572 3.7%
/ Wakefern 13,050 15,909 2,858 2.9%
8 Wegmans 7,060 9,469 2,409 2.5%
9 Safeway 37,073 38,925 1,853 1.9%
10 Meijer** 10,320 12,080 1,760 1.8%
11 Winco 5,263 6,804 1,541 1.6%
12 Fresh Market 1,567 3,056 1,489 1.5%
13 Giant Eagle 6,719 8,103 1,384 1.4%
14 Sprouts 2,465 3,783 1,318 1.4%
15 Bi-Lo 9,097 10,368 1,271 1.3%
Top 15 Total $274,191 $360,029 $85,839 88.0%

16 HyVee 3,826 5,036 1,209 1.2%
17 Harris Teeter 4,729 5,773 1,044 1.1%
18 Delhaize 17,862 18,866 1,004 1.0%
19 Stater Bros 3,997 4,880 883 0.9%
20 DeCA 5,333 6,111 778 0.8%
Top 20 Total $309,938 $400,694 $90,757 93.0%

*Walmart includes supermarket formats: Neighborhoomd Market, Supermercado de Walmart, Walmart Express, other small 'test stores Data as of 5/24/2013
** Meijer includes grocery sales only Note: Includes supermarket sales only (supermarket format onl
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US Stores by Format — Who Is Building?

Store Count

300,000 Channel : Pas
279,272 R
259,483 Apparel -0.2% 0.9%
251,932
48,612
250,000 Clubs
46,510 1.4% 1.6%
47,081 iali
m Category Specialist -0.3% 1.0%
200,000 '
m Convenience 0.5% 1.2%
» Department -1.0% 20.1%
150,000 i
m Discounter 4.7% 4.2%
DI 1.8% 1.7%
100,000
m Supercenter 3.8% 2 506
lifeiss -2.1% -0.9%
50,000
Supermarket 0.0% 1.4%
: KR Channel Totals 0.6% 1.5%
15,941 15,918 17,084
2008 2013E 2018E
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Stores: Key Soundbites

* New door growth skews markedly small

—60% of new store growth
drug/value/convenience

* For the 10 years from 2008-2018E
forecasted only 1% store expansion per
year

—Ciritical skill for most retailers will be
growing comps...

—...but very few know how

« 400 new mass/supercenter stores over
next 5 years, over 4,000 specialist stores

KANTAR RETAIL
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Why Forty Years?

» Confluence of change:
—Generational shift ¥
—Economic bifurcation
—Market evolution

KANTAR RETAIL
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Everyone Is At Risk of Overlooking Gen Y

Generation Y (born 1982 to 2002) mGeneration X (born 1965 to 1981)
: Baby Boomers (born 1946 to 1964) m Seniors (born before 1946)
I
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0, I 0, 0, ) 1 7cy 1 3% 1 2 0
% | SSe SR % B % 3 c e |
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! 25%
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2)
Mote: CE includes Consumer Electronics/Computers; Drug includes Drugstores/Pharmacies, DIY includes Home Improvement/Hardware; Value includes Small-Format; Office includes Office Supply

Though arelatively small percentage of core shoppers in most outlets at the
moment, the Gen Y shopper will mature into the largest single cohort during
the next few years while forming enduring brand and outlet preferences
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Implications: Generational Polarization

The traditional “Mom” audience still primarily Gen X

 The speed of the arrival of Gen Y as important consumers
cannot be overestimated

* Like the population as a whole, these new shoppers are
economically split, reinforcing the need to create brand
awareness at the Value end of the spectrum

« Shopper trip and shopper mission behavior is similarly non-
uniform and even more likely to change dramatically

« Action: Identifying and learning to leverage variable
behaviors by age and economic cohorts will be key aspects
for brand development in a polarized market

“Any store built today will have a useful life that extends beyond the shopping
life of the last Baby Boomer.” - JR

KANTAR RETAIL
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Shopping Modes Shift by Cohort, Economics

: A Low-Cost
Replenishment

=
ﬁ -
S Thrill of the Hunt
1L D

=~y Speed & Convenience
‘& Sense of Discovery

« | Self-Expression

< 4,7
47;\ -5 Solve a Problem

KANTAR RETAIL

Source: Kantar Retail analysis

Most common approach, declining in use for all
Have shopper cohorts except Boomers, core to
Have Nots

Steady presence at #2 spot across all cohorts—
deal seeking a regular part of shopping
routines—but less important for Seniors

Equal importance across all cohorts

Disproportionately important to Gen Y

Growing more important for all shoppers, but of
greatest importance to Gen Y

Shoppers least likely to be explicitly shopping
for solutions

© Copyright 2013 Kantar Retall
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Income Divergence Splits Haves/Have Nots
Means “middle” is squeezed in multiple ways

“Have Nots”

60% households 40% of households
-

q )
va D
< < $62,000 Per Year

~75% of income
> $62,000 Per Year Household Income->

co,  67% 69% 2% 2% - T3k
0

28%  28% 26%

1971 1981 1991 2001 2011 2020FC 1971 1981 1991 2001 2011 2020FC

KANTAR RETAIL

© Copyright 2013 Kantar Retall



The Importance of Prices
Price Trends Aggravate Income Divergence Between Groups

Household Income and Prices*

* Income growth of Have Nominal Compound Annual Growth Rate

Not households has fallen
behind rising food and fuel

prices 7.7% 7.6%
7.1%

9.0% m Have Nots mAll Households = Haves
Food & Fuel Prices

* Shopping / spending 6.4%

behavior changing in

5.9%
4.7%

4.9% 4.9%

response becoming 3.8% L
increasingly value- |
focused

« Have Not households will 2 704, 1.9% 3 6% ~4.5%

r T T T 1

become further
1980-1990  1990-2000 2000-2010 2010-2020F

C?OnStralned and prlce_ *Haves = households with 4-year degree or more Have Nots = households
f|xa’[ed over time with some college or high school diploma or less
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Changing Nature of Value
Shoppers have Multiple Prevailing Approaches to

Maximizing Value

Value creation

“Value as
created through price”
alignment for the Store Saving

shoppers’ experience money
experience Innn (&)

Ll VALUE '
{

N2/
Purchase

Satisfaction

Quest for ever-better value:
“a good deal”

KoANTARRET Atz
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Strong Service Complements the Presentation
Facilitates Sales Growth & Heightens Experience i

Publix LT T
=" % q»
b; \‘q:ﬁ ! }

L Dust) o 3 ‘1:-.' N

800 k= Sq. Ft per Employee Sales per Sq. Ft - $1,000
700
o $800
o 600
°
o
g 500 - $600 (
L o
= [}
8_ 400 [ | | / ‘ on
S 400 3
L 300 $400 @
@ 8
200 T
- $200
100
0 $0

RocheBros.
Wegmans
Whole Foods
Ahold
Wakefern
Stater Bros
Bashas
Publix

Giant Eagle
Safeway
Kroger
Roundys
Supervalu
Ingles
Delhaize
Harris Teeter
Winco
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What Has Happened to Price / Value

A rough cut — an hourglass picture '

- Of the top 67 supermarket retailers in the KR database, t1.e1
are roughly as many characterized as Value (19), Premium
(21), and Mainstream (27)*

« But projected dollar growth 2013-2018 is:

—Premium 26.6% (CAGR 4.1%)
—Mainstream  7.2% (CAGR 1.4%) (l _

_Value 66.2% (CAGR 6.2%)

*Estimate based on price competitiveness to Walmart, brand position, and promotional
behavior; supermarket channel only Data as of 5/24/13

KANTAR RETAIL
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Higher Costs Plus Lower Revenue =
Cash Flow Pressure

« Income distribution will expand, not contract

* Price point sensitive retailers in strong position — both “need”
and “want” for value

« Long-term, boomers approaching/at retirement under pressure

* Anyone getting paid by the government will feel an intense
pinch

 Low-income broadband penetration will create more value-
centric online offers

KANTAR RETAIL
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The Trade-offs at the Points of Intersection....

OPERATIONS .
Agility &
Leverage:
Execution People & Mgmt Development Speeg
—~| Process, Clarity, Execution & Speed
Format Portfolio
Data Integrity S & SRS
Consumer & Supplier Dev.
Positioning Integration
Innovation
Branding & ROI
Marketing Platforms : St
leferentla.tl.on & EEE s
Competition
BRAND FINANCE

Selective Cc')mparability
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Unpacking the Store as a Brand
Shopping is a Function of Design

9
Appeals more
8 X Better located® o
o Unaided awareness
Meets needs
7 o
Better range prods/facilities/serv/info ®
L . .
Better price/dgal Most |:H:|pular Higher opinion

Have better own label products than other stores ®

L <
Better range of fresh gruduce

(] Settin%trends Better quality

Better non-grocdry range
Grawin%pnpular

Importance of Attribute
[

4
L]
Djfferent
3
L)
Better organic range
2 L)
Better on-line shopping service
1
=20 =10 0 10 20
Score v Category BRAN DZ
L The Bramid and the underlving methodolagies are the copyright of Millward Browr

KANTAR RETAIL © Copyright 2013 Kantar Retail ~ 32

Source: Kantar Retail analysis; BrandZ



KR Framework: Shopper ROI

KO,

Purchase
Satisfaction

- & . 1+Exceed
$+T EX 1-(10*miss) +C

l 1 l

ROI From An Expectations — Quality of the
Individual Trip Exceeding and Conversation
Missing
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Shopping Convenience Drives Trends

« Convenience in Boxes: Urban retailing and small box trends
« Convenience in Offer: Curated assortment
« Convenience in Access: Digital and E-Commerce

« Convenience in Decision — Merchandising to a 21st century

shopper

KANTAR RETAIL
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US Sales by Box Size

Salesin USD Billions

Size of Store

CAGR

2,500 in Gross Square Feet JUEMVISIPISSSiVIS
2,159
LESS THAN 20,000 3.3% | 4.8%
2,000
1,772 635
1,605 = BETWEEN 20,000-50,000 | 0-0% | 3.6%
1,500 502
427 . .
BETWEEN 50,000-100,000 | 1.9% | 4.7%
1000 516 m BETWEEN 100,000AND | 0.8% | 3.6%
252 150,000
229
500 ABOVE 150,000 3.7% | 3.20%
267 321 375 KR Store-Based Chain Retail 2.0% 4.7%
2007 2012E 2017E
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Competition Experimenting in Urban
New Formats Forging New Shopping Experiences

/ Mass

Walmart >
—=EXPR

*Shuttles to stores

*Site to store

\_

city@®

*Infiltrating urban locations

~

/

KANTAR RETAIL

/ Online

sAmazonFresh
Home delivery

*Free shipping

\_

amazon

) l0cker

*One-click transactions

~

/

sImproved convenience
*Home delivery

*Mobile apps

\_ /
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Heading in Few Directions with Small

Value vs. Premium vs. Hybrid

Stripping Out Center
Store: Premium
Experience

| 20]central

wine, beer & specialt

wnqm,‘{,umd'ﬂmﬁ!

* 46,000 sq. ft. limited assortment formatg, _ 30,000 sq. ft. specialty foods format

*No bakery or pharmacy Service oriented: includes event

. Customer_s will b_e checl_<ed out by stafflcoordination and party rentals, as weIII
but they either bring their own bags or as educational classes focused on

pay 5 cents per bag. I wine, beer, and food pairings. I

KANTAR RETAIL

Hybrid Mix of Perimeter
& Center Store:
Convenience

TURKEY HILL MARKET

GRAND |
OPENING

* ~6,800 square-feet

* Expanded grocery product
selection (includes fresh produce
and meat)

* Food service counter (featuring
new breakfast, lunch and dinner
menus)

* Fuel station/pumps

* Beverage bar

© Copyright 2013 Kantar Retall



...Or No Store At All
Virtual Aisle: Mobile/Online Shopping

* Location: Chicago’s Transit Authority
State/Lake tunnel

* Products include a QR code where
Android and iPhone smartphone users
can download the Peapod Mobile and
add the item to their online shopping
cart for either next-day or any day
delivery.

Produce & prepared
foods.

Products- double facing Private label presence

KANTAR RETAIL
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SKU Velocity Instructive
Edited Assortments Are Effective

Format

Warehouse Clubs

Home Centers

Mass Merchandise

Office Superstores

Supermarkets
Limited-Assortment
Grocery

Discounters

Drugstores

*Using 2011 Values from Retailer Reports and KR Estimates
** Front-End Merchandise Sales Used for Calculation

KANTAR RETAIL

Retailer

US Sales ana | SatewsK| setessi
Stores Only)

Costco $ 16,954 | $ 767.14

Sams $ 9,349 | $ 299.64

BJ's $ 1,567 | % 153.79 Thevalue to a

Home Depot $ 1540 $ 15.07 retailer of

Lowe's $ 1233|$ 13.85 . .

Wal-Mart SC $ 1583 | $ 10.08 higher turns is

Wal-Mart Disc $ 243 |1 $ 7.52 ;

Target SC $ 130|$ 9098 dramatic —

Target Discount $ 817]|$ 10.39 which

Office Depot $ 588 | $ 10.06 ;

Staples $ 885|%$ 11.03 reinforces a

Kroger $ 1787 |$ 14.11

Safeway $ 1039|$ 1191 trend toward

Ahold USA $ 589 | $ 14.99

Publix $  674|$ 12.39 smaller. more

Delhaize America | $ 905 $ 10.55 convenient

Aldi $ 6,586 3% 105.98 -

Trader Joe's $ 2,088| % 106.77 } bU|Id|ngS

Save-A-Lot $ 3,493 | $ 52.48

Dollar General $ 1346 | $ 2.61

Family Dollar $ 1554 | % 4.26

Walgreens** $ 1366|$% 3.38

CVS** $ 1,787 3% 4.69

Rite Aid** $ 406 | $ 1.66

© Copyright 2013 Kantar Retail 39




Learning from a Failure

* One of the things Tesco’s Fresh & Easy did right was to
make most of the store’s fixtures mobile and moveable, so
you could change the layout over a weekend.

« Refrigeration cases had self-contained compressors — only
requirement an AC outlet

« That kind of flexibility and ability to do a “face lift” can be a
big advantage as consumers evolve and relocate and as
digital fulfillment alters the demands on the store

KANTAR RETAIL
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Online Grocery Still a Tangential Business in US

Safeway & Ahold still lead; more experimentation regionally

-- ~ OnlineShareof GrocerySales  Offine CAGR _ Online CAGR

2011 2016 11-16E 11-16E

Kroger 5.0%
2 Safeway Y 0.9% 2.4% 1.1% 23.1%
3 Publix N 3.7%
4 Ahold US Y 3.0% 4.7% 2.3% 12.4%
5 Supervalu N -4.0%
. B
meijer

Home Delivery > “Curbside”

Peaped., {ARoche Bros.

‘
Sreshdi @ S Stopa&Shop

stopandshop.com

Alber=ons” LLC

KANTAR RETAIL
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Shift Online: Impact on All Categories
Think about impact that is indirect, direct, and in stages

Online Share of Categories

Food and Drugs 36%
= Furniture
= Autos

Clothing

Toys and Sporting Goods

Books, magazines, music and video

Computer products, electronics, |

appliances and office equipment 19%

30%

23%
20%

1 % 15% 15%
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Online Impact Reality: 100%

Even if you don’t sell much online (today), the impact
extends well beyond eCommerce

10%

9% of retail

Influence Impact

Sa Ies on purchase on shopping
experience
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Everyone Vulnerable to Amazon

Amazon became the most cross-shopped retailer in 2012
... replacing Walmart

% Shoppers Who Shopped Amazon.com During Past 4 Weeks
(among monthly shoppers of retailers)

- 2008
710 *
& 70% 2012
63%
61% 60% 599,
0, [
0 55% 55% 539 52% )
50% 50% 49% 48%
45%
38% 0 36%
27 %
24%
+27
Mordstrom IToys“F%“UsI Macy's | Target/ | Kohl's | Costco | Safeway | CWS IWalgreens | SupervaluI Kroger | Fublix | Walmart / |
SuperTarget Walmart

Supercenter

*Read as: In 2012, 71% of monthly Nordstrom shoppers shopped Amazon.com during the past four weeks.
Arrows indicate percentage point difference, 2008 v 2012.
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Mobile Has Significant Role in Digital Enhanced
Path to Purchase

Store/Site

[ User J
[ Navigate J Satisfaction

e
.

Advocate
Community

Choose
Trusted
Source

Choose
Channel

Mobile access to information and
social media especially alter
research and advocacy steps of the
process... but has increasing
influence all along the path

Create
Demand
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50%

Walmart Leading a Transformation —
To influence and assist shopper along the path

Influence
on purchase

Function & Inspiration
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Cohort Reality:
Rethink who is likely to be in store GENY

- DIFFERENTIATED APPEAL
. Create Your own Six Pac

= ST

—

Discovering New

»»»»»

Supporting Brands/Retailers
that Support Values

SHOPPING MODE

Self Expression

MiASENEE D &

Be the First to
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nce screening tickets now on
sal selectWalmart stores.
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Online and Mobile Deliver Improved Experience
What's to Do?

Category management must refocus — it's not about shelf space,
it's about effective merchandising

Online consumers have made a shift In
behavior that is becoming pervasive:

* | want...
« comparison information on demand
e an enhanced ability to search
 shopper peer reviews and popularity ranking
* related items highlighted (this goes with that)
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The Online Influenced Shopper’s Expectations

Time Inform Compare Linkage
« Easy search || Research « Side by Side || This with that
* Flex time * Detalls « Multi-vendor ||+ Solutions
« Speed of e Sourcing * Pricing * Intelligent
Decision e Ingredients ||+ Rankings suggestion

Peer reviews

Shopper Confidence and Decision Enablement
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Make the Store More Effective
Align to the new online shopper’'s expectations

What’s New - visually impactful in the aisle

Best Sellers and Highly Rated - the CPG industry
owes the shopper some shelf guidance

—Items that are not fast or prized are going to be online
“long tail” items anyway

Solution Sets - leadership to cross-merchandise
relentlessly to solve shoppers’ problems is a major
opportunity and a distinguishing capability between forward
thinking retailers and those less likely to gain share

Can we please merchandise a store, not a set of
departments?
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Summary Observations of Retail Response

51

e Grab and Go sections will increase

» Signhage effectiveness, a dramatic improvement

—Navigation at the item level
—Ingredients, dietary, etc.

* Lighting becomes a key element at the shelf level
e Color creates drama and breaks up “walls of product”
» Open space used more creatively

» Off-shelf merchandising- solution-oriented
groupings beyond the temporary display
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Sport Chek Elevates Experience
“Living lab” store opened January 2013
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Health & Wellness Store Within-A-Store Concept SAFEWAY €9
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Extending Pharmacy
Business Across the
Store
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Display
signage that
ties to
overall H&W
message

Tying in pharmacy § Shelf /marketing signage lighting . Self-service
station
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Disrupting the Center Stc | SAFEWAY O

7——

Display space visible from
high-traffic areas. (ability to
rotate merchandise)
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Making Decisions Easy
Offermg Gwdance Through Purchase DeC|S|on
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Store Navigation: Expect Better Adjacencies Loues
Lowe’s expects 50% of comps growth to come from bigger
tickets = cross selling

Convenience for TIJX shoppers
could include guidance — “what
else goes with that”
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solution endcaps

Hope to boost tickets
with “attachment” items
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Mac’s Markham ON

LARGE
FROSTER
(1000 mL)

i July 9-15,2012
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FRESH FOOD

Sheetz — Scranton, PA
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