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o EXECUTIVE SUMMARY ‘

In 2008, the packaged food market in the United States (U.S.)
experienced above average growth relative to the 2003-2008 review
period. At first glance, this appears to be a promising upturn,
however, a closer look shows that much of the growth was due to
increases in prices. Manufacturers were forced to raise prices to
cover rising commodity costs.

In an effort to maximize value, many consumers have turned to pri-
vate label products. In 2007, private label products gained a
significant market share of U.S. packaged food sales. Forecasts show
that this growth trend is expected to continue through 2013, as
retailers focus on private label goods to expand profit margins and
gain consumer loyalty.

Supermarkets/hypermarkets continued gaining market share in 2008.

Much of this positive movement was due to the success of Wal-Mart
supercenters, a hypermarket that offers a full selection of groceries, in
addition to Wal-Ma r t di scount storesd tradi
offerings.

o CONSUMER TRENDS

Retail sales of packaged foods in the U.S. are projected to grow by over
6% between 2008 and 2013 to reach US$352 bhillion by 2008.

In response to the growing health and wellness trend, the packaged
foods industry is expected to focus more of its new product
development and marketing funds on foods that offer health benefits.
Consumer interest in disease prevention and food as medicine should
benefit a number of products, including many functional foods, organic
foods and fresh produce. In the coming years, companies are expected
to be more attuned to the aging population and will increase new
product development and marketing that targets this population
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THe U.S. packaged food market is ex-
pected to benefit in the short term from
the economic downturn, as consumers

decide to prepare more meals at home

to save money. \

a  DID YOU KNOW?

segment . Products offeringoplus@)getsead hheal th benefits (Afood

as cholesterol reduction properties and high fibre content, are likely to

have stronger growth than those offering a reduction in fat or sugar

( Af oiouwso ) . Consumer concerns about t
supply are growing as the number of food recalls has increased in
recent years. Consumer concerns about food safety, however, have not

had a negative effect on the packaged foods industry as a whole, but

have hurt certain categories and companies.

The growth of premium and organic private label foods will aid those
retailers who can present an appealing, high quality, well-priced line to
consumers.

U.S. consumers are seeking out impulse and indulgence products
positioned as nutritionally beneficial or lower in calories, while still
tasting good. The most popular of these products are snack bars, which
experienced growth of 5% in 2008.

o Packaged meal solutions, frozen,
and chilled foods have been

he s aPErEoiming Refter thapcanped 5. o
and dried products.

o Pasta was the most dynamic
sector in nutritional staples.
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[ o« ECONOMIC TRENDS |

o Emerging from the recession that began in 2008, the U.S. economy returned to growth in the third
quarter of 2009. The return to growth has been attributed to a rise in consumer spending,
combined with businesses beginning to rebuild inventories. The Economist Intelligence Unit
expects the U.S. economy to grow by 2.5% in 2010, in real, inflation-adjusted terms. However, the recovery
remains modest and growth in employment is expected to lag Gross Domestic Product growth. The recession of
2008, combined with higher energy prices, led to changes in consumer spending and it is uncertain how these
changes will manifest themselves in the burgeoning recovery.

o The U.S. packaged food market is expected to benefit in the short term from the economic downturn, as consumers
decide to prepare more meals at home to save money. Consumers who have a routine that includes cooking meals
at home and taking packed lunches to work are likely to stick with these habits, at least in the initial years of an
economic recovery.

o |n 2008, many U.S. consumers turned to private label products, which are often priced around 20-30% cheaper
than national brands. Consumers also chose to forego some items they consider unnecessary, such as bakery
products, which experienced a 5% decline in volumes during 2008. Snack brands, like Krispy Kreme, lost their
appeal as consumers scaled back. Meanwhile, pasta was the most dynamic sector among nutritional staples, with
a 21% increase in sales volume during 2008.

O Considerable interest in health and wellness is having a positive impact on the packaged food market, as
manufacturers charge higher prices for such products. Consumer response has been to purchase more fresh, cut
fruits, prepared salads, functional yogurts and whole grain products. Sales of fresh, cut fruits and prepared salads
grew by 18% and 8%, respectively, in 2008.

a  PACKAGED FOODS IN THE U.S.

Sales of Packaged Food by Sector: Volume 2003-2008

2003 2004 2005 2006 2007 2008

Confectionery (‘000 tonnes) 2,630 2,624 2,749 2,861 2,845 2,841

Bakery products (‘000 tonnes) 13,021 12,603 12,349 12,191 11,551 10,963

Ice cream (million litres) 3,925 3,943 4,068 4,170 4,082 4,028

Sweet and savoury snacks (‘000 tonnes) 3,149 3,226 3,201 3,247 3,268 3,275

Snack bars (‘000 tonnes) 248 252 259 266 297 307

Meal replacement products ('000 tonnes) 545 435 355 327 298 293

Ready meals (‘000 tones) 2,719 2,741 2,824 2,825 2,824 2,791

Soup (‘000 tonnes) 1,366 1,362 1,306 1,308 1,291 1,299

Pasta (‘000 tonnes) 922 897 953 949 953 971

Noodles (‘000 tonnes) 237 235 237 234 235 234

Canned/preserved food (‘000 tonnes) 5,915 5,803 5,632 5,515 5,464 5,392

Frozen processed food ('000 tonnes) 3,676 3,652 3,711 3,786 3,827 3,828

Dried processed food (‘000 tonnes) 2,573 2,502 2,572 2,565 2,572 2,951

Chilled processed food (‘000 tonnes) 3,140 3,190 3,172 3,172 3,141 3,157

Oils and fats (‘000 tonnes) 1,408 1,383 1,384 1,380 1,345 1,327
Sauces, dressings and condiments (‘000

tonnes) 2,432 2,401 2,354 2,294 2,229 2,187

Baby Food (‘000 tonnes) 508 502 497 492 496 499

Spreads (‘000 tonnes) 443 437 434 441 432 430

Meal solutions (‘000 tonnes) 0 16,899 16,662 16,549 16,417 16,315

Source: Euromonitor International
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BAKERY

Value sales rose by 1% in 2008, to
reach US$44 billion, but volume sales
were down by 7% over the same year.

FORECASTS FOR 2008-2013

0 |nflated pricing is expected to contrib-
ute to further declines in baked goods
purchases. Whole grain white bread
popularity will continue, yet functional
breads are not predicted to attain
widespread appeal. Gluten-free
products, however, are gaining
popularity and are a growing niche
segment.

CONFECTIONERY

Value sales increased slightly from
US$29,335 million in 2007 to US$
30,201 million in 2008. Closer
inspection shows retail tonnage
dropped during that timeframe from
2,859,000 in 2007 to 2,798,000 in 2008.

FORECASTS FOR 2008-2013

O Chocolate confectionery is predicted
to grow by 6% in constant value terms
between 2008-13, and by 2% in volume.
Gum confectionery, sugar-free and
functional gums are predicted to post
continued sales gains between 2008-
13, however, they will be countered by
losses in bubble gums (to decline by
20% in volume and value terms).

Sugar confectionery will grow slightly
(1%) in constant value terms but volume
sales will decline by 2% over the same
period.

ICE-CREAM

MAIN SECTORS 2007-2008

O Baked goods retail value sales increased from
US$43,627 million in 2007 to US$44,539 million in 2008.
O Biscuit retail value sales grew from US$10,880 million in 2007 to-US$10,913 million
in 2008.

O Breakfast cereal retail value sales enjoyed the greatest gains from US$9,542 million
in 2007 to US$9,941 million in 2008.

MAIN PRODUCERS AND THEIR U.S. BRANDS

0 Kelloggs led the baked goods market in 2008 with 9.4% of the market share.
Their leading brand was Keebler.

0 Kraft Foods held second place with 6.8% of the market share. Their leading brand
was Nabisco.

B General Mills was the next closest competitor capturing 3.9% of the market share.
Their leading brand was Cheerios.

MAIN SECTORS 2007-2008
O Chocolate confectionery retail value sales were US$16,636 million in 2008, up
slightly from US$16,265 million in 2007.

O Sugar confectionery grew from US$8,843 million in 2007 to US$9,123 million in
2008.

8 Gum confectionery showed slight improvement in 2008,
with retail value sales reaching US$4,442 million, a small
gain from US$4,226 million in 2007.

MAIN PRODUCERS AND THEIR U.S. BRANDS

0 Mars Inc. took the top producer spot with 30.4% of the
market share in retail value terms for 2008. Their top brand
was M&MbOs.

B The Hershey Co. came in second with 22.1% of the

mar ket share. Their | ead br
8 Third place was controlled by Cadbury Plc with a mere
6.5% of the market share. Their top brand was Trident.

Value sales of ice cream reached an estimated US$ 15.5 billion in 2008, up by 3%, while volume sales declined by 1%.

FORECASTS FOR 2008-2013

O Value sales are forecast to grow by
8% between 2008 and 2013, with vol-
ume sales growing by 6%. Value growth
will be aided by a growing consumer
demand for
items, which carry higher prices. New
product introductions will also contribute
to increased growth.

premi um

MAIN SECTORs 2007-2008

O |mpulse ice cream retail value for 2008 was US$5,154 million, up 1.4% over
2007.

O Take-home ice cream retail value for 2008 was US$5,920
million, down 4.5% over 2007 retail value sales.

a8 Ergzen r§/0r%]lﬂartareltaltl vhallueewrasoUS$244.4 million in 2008, up 5.2% from 2007
figures.
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ICE CREAM (continued)

MAIN PRODUCERS AND THEIR U.S. BRANDS

ODreyerds Grand | ce

Cream I nc, owned by Nest./

down slightly from 2006. 2008 numbers show a drop even further to 9.2% of the retail value share.
ONestl e SAésazBaagaeknes second place with 6.5%

place, with 5.1%.

CANNED/PRESERVED FOOD

Due to increased retail value sales of
US$ 18,247 million for 2008, this sector
has grown since 2007, however, volume
sales declined by 1.8% for 2008.

FORECASTS FOR 2008-2013
O Sales of canned/preserved food are
expected to drop by 3% in constant

value terms to reach US$ 17,564 million
by the end of 2013.

SWEET AND SAVOURY
SNACKS

Value sales of sweet and savoury
snacks increased by 3% in 2008, to
reach US$ 29.5 billion.

FORECASTS FOR 2008-2013

O Value sales of sweet and savoury
snacks are predicted to grow at a
constant average growth rate (CAGR)
of 3% between 2008-2013, reaching
US$33.4 billion.

MAIN SECTORS 2007-2008

eads U.

retail

O Canned soup sales for 2008 were US$3,941.3
million.

O Canned/preserved vegetables sales for 2008
were US$ 2,273.2 million

0 Canned/preserved fruit sales for 2008 were worth
US$2,172.1 million.

MAIN PRODUCERS AND THEIR U.S. BRANDS

& Campbell Soup Co. led the sector with 11.1% of retail value sales in 2008.

& Del Monte Foods Co. came in a distant second with only 6.6% of retail value

sales for 2008.

& Hormel Foods Co., in a tight race with Del Monte, claimed third position with

4.6% of retail value sales for 2008.

MAIN SECTORS 2007-2008

8 Fruit snacks were the fastest growing sub-sector in
2008, with an 8% increase in value sales, reaching
US$845 million.

O Tortilla/corn chips had the largest sales in this sector
with sales of US$5,773 million for 2008.

B Closely following was chips/crisps in second, with
US$5,655 million in sales for 2008.

2008.

MAIN PRODUCERS AND THEIR U.S BRANDS

O Pepsi Co Inc dominates this market owning the top
six brands totalling over 37% retail market share in

O Planters, of Kraft Foods Inc, follows in seventh
place, with 3.5% retail value share for 2008.
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