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Economic overview

IGD grocery forecast: Why convenience and online are important
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Economic recovery has slowed

Quarterly UK real GDP value (Emillions) and % growth vs. previous quarter
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Consumers have felt the effects for even longer @

UK real GDP value per capita (£)
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Inflationary pressures saw shoppers reduce consumption @

Tracking food and drink % volume sales change and food and drink inflation
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Source: ONS data to December 2015 (IEFB) © IGD 2016



Industry growth has decelerated despite volume gains

Tracking food and drink % volume sales change, food and drink price inflation and grocery value sales % change
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Current (pre-Brexit) forecast anticipates modest growth

Grocery retail market size (Ebn) and YOY % growth 2016 - 2021
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Population growth has the most significant impact

Grocery retail market size and growth contributors 2016 - 2021
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Online and convenience will account for 60% of market growth @

VOBOBO

Hypermarket Supermarkets Discount Convenience Online
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Large stores will continue to attract the majority of transactions @

Grocery retail market share 2016 vs. 2021
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We continue to shop little and often, more frequently @

46% are top-up shopping more frequently

18-34: 55%

41%

. _ _ buy more
Families with children items per

aged 5-10: 52% trip
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Organised chains will grow fastest as the channel matures

>0 +2.2% CAGR
/———-—> 41.9bn
+4.6% CAGR
40 > 37.5bn
= /—
0
=
@ 30bn
< 30
i 13.7%
(S}
c
2 21.8%
g 20
C
3
~ 36.1%
N 25.1%
. (]
10 22.4%
16.5%
11.9% 12.1% 13.2%
0
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

M Co-Ops H Multiples m Symbols M Independents M Forecourts

Source: IGD Research, Grocery Retail forecast 2016 - 2021 © IGD 2016



The convenience channel is not without competition @
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Convenience stores must become more competitive @

% extremely or very satisfied with last top-up shop

Finding the aisle where
Overall satisfaction

Prices Range products are located
1. Food discount 1. Food discount 1. Supermarkets 1. Food discount
(82%) (78%)

(71%) (82%)

2. Supermarkets 2. Supermarkets 2. Food discount 2. Supermarkets
(79%) (56%)

(672%) (78%)

3. Convenience 3. Convenience 3. Symbols (58%) 3. Convenience
multiples (71%) multiples (44%) Y ° multiples (71%)

4. Co-operatives 4. Symbols 4. Convenience 4. Symbols

multiples (51%) (69%)

(63%) (38%)

5. Symbols 5.Co-operatives

5.Co-operatives
(60%) (32%)

5.Co-operatives
(43%) (66%)
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Convenience retailers are not winning in key missions

- \
Fresh top-up Evening meal y
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Fresh fish is a key category within the ‘evening meal’ mission

© »+p7

...and yet only a minority of us are purchasing fresh fish within convenience stores

13%
e

top-up shopping in convenience stores purchasing fresh fish in convenience stores

© IGD 2016
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Fresh fish shopper feedback vs. fresh average

50% enjoy shopping fish 35%
Rl 48% like to browse 31%
51% want increased choice  32%

21% find it confusing 11%

Fresh fish purchase drivers vs. fresh average

Health 28%

Price 34% 44%
Familiarity 25% 29%
Quality 24% 28%
Sell by 23% 24%

Origin 11%

Source- IGD ShopperVista, Cate gory Benchmarks_Z(_)_l_i



Mission-based formats — Sainsbury’s UK @

Sainsbury’s Holborn Circus

- - Prepared vegetables
Single Confectionery 2 salad
Crisps / Meat &
Pot Snacks poultry
Tea & P .
repare
coffee Chilled R
Dips Food
Chilled
Ham Red wine FOOD beer &
Drinks / Ambient FOR wine
Sandwiches Chilled grocery TONIGHT
& salads foods — ]
Breakfast Manned
Checkouts
Fregh / spirits
Prodluce
=
£
= H Self-scan Express Checkouts

© IGD 2016



Mission-based formats — The Co-operative

The Co-operative, Whitstable

Gen 2 format caters to \ i
short-term meal solutions and . i@ ;i ,ll.ﬁ,
top-up shopping missions = iy B Licas o g A

L LA
e u LI

Credited with an average sales
uplift of +6%

© IGD 2016



Better catering to specific meal solutions — Demark/Netherlands @

MAD Cooperativet, Denmark Bilder & De Clerq, Netherlands
My
‘411

© IGD 2016



Bringing fresh fish and meat to life — Spar UK

SPAR Parkfoot Petrol Forecourt, UK

© IGD 2016
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Online will be the fastest growing channel in the UK @

Online channel size (Ebn) and YOY % growth 2016 - 2021
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Source: IGD Research, Grocery Retail forecast 2016 - 2021 © IGD 2016



Established players dominate, but disruptors are innovating

Morrisons >

Waitrose 1.4%
3.5%

——

ocado

Sainsbury’s

m Your local shops delivered

Source: IGD Datacentre research

HUBBUB. Go&sto

Sales are ex VAT for 2015 financial year. Others includes Amazon, M&S, Iceland, meal kit providers, online food/drink specialists etc. © IGD 2016



Development focuses on loyalty, convenience and experience

Convenience

/Click &

Callect

Get up to 20 items from
Sainsbury's in 60 minutes

tesco.com
©OSMART PASS |

Wave goodbye

to delivery charges f Q) T T

Now that’s smart. / ;/ e A e

“._.\(lm\lmnﬂ / S /"n-. _0.? :

4t Y —
! Prlmen\ W

- Dietary & iestyle cpti
€ =) st (reeone
a m a z 0 n C 0 m ‘=
Ove-H wmymmmuhm n ‘ = ' >
..... 509 2 S 123405
omy 108 san

Experience

-
5 Search witt

Tins, Cans & Pa

Biscuits & Cereal B

Crackers & Crispbreads

Crisps, Snacks & Nuts

Chocolate

Sweets, Mints & Chewing
Gum

Cereals

Cooking Ingredients
Cooking Sauces & Meal Kits

Dried Pasta, Rice, Noodles &

© IGD 2016
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Prioritising search and navigation aids fulfilment and convenience @

First approach when online grocery shopping Reasons for shopping online

Favourites/previous orders - It’s easier or more convenient
Search function = 20% | It's quicker 59% |

Special offers - It helps me save money
Category Menus .6 It's more enjoyable

Express shopping list | 4% It's better for the environment

11%

Recipes/meal suggestions IZ% Other

IGD ShopperVista Channel Focus, past month online shoppers Nov —Jan’16 © IGD 2016



@ 217 likes

theyesmummum The perils of online grocery
shopping: you just never know quite how big that jar
of jam is going to be. Answer, roughly the size of my
face. @ #allthejam #nounderstandingofvolume

© IGD 2016
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Work still to be done to bring high engagement categories to life

Register | wr £0.00 v K7 JaC0d

SuperValum

RESHER FIS

Signin Vv

Fish Counter

Showing 1-9 of 9 items.

@ 2409

E perkg E] Q 2409

ASDA Fishmonger's Selection 2

ASDA Fishmonger's Selection  ASDA Fishmonger's Selection 2 ASDA Fishmonger's Selection 2 ASDA Fishmonger's Selection
Whole Salmon (typically 2.5KG) Saimon Filets Saimon Filets vith Chili & Salmon Fillets vith Lemon & ‘Smoked Salmon Filets with
Coriander Pepper Butter Lemon & Cream Cheese:

(£20.83kg)

(£7.00Kkg) (£16.00/kg) (£20.83kg) (£14.81/kg)

E E] E 280g E 2409

3409 190g

ASDA Fishmonger's Selection ~ ASDA Fishmonger's Selection  ASDA Fishmonger's Selection
Cod Fillets with Garlic Butter Smoked Haddock Fillets with
Butter

ASDA Fishmonger's Selection 2
Sea Bass Fillets with Red Pesto

Smoked Basa Fillets with Herb
Butter Butter
)
£4.00 £4.00 £4.00 £4.00
(£14.29/kg) (£16.67/kg)

(E11.76/kg) (£21.05/kg)

@ Your Delivery

W Your Trolley  Eull View
£0.00

Shopping Total':
£25 minimum order for Home Delivery

CHECKOUT

SHOP NOW




But progress is being made

SuperValu; Ireland

A
IF IT's ON
THE "PiER,

" Here

e s
Q Search with a list of items ¥

Groceries > Counter Skinless And Boneless Saimon Fillet

ccccc

©

| My Orders | My Account | SignIn | Register | Website feedback & | Help &

Search

Back to previous page

@, Zoom

© IGD 2016



We need to treat online as a shop window

TESCO

In a typical week... e n )
yP Around a million interactions

between us and the customer

5 million
visits to our

grocery
website
Hundreds of thousands of
customers are researching online,
purchasinginstore.

Source-1GD Tesco online event 2016 © IGD 2016



Disruptors raise the bar & create new consumption opportunities @

amazon

v fl’e sSh Fish Market

Fish Market

n
304 cm

|
1
Featured Shops
!I APPLEBEE'S FISH FISH
[ — o WORKS
l-I-.

HUBBUB Quiqup

Your local shops delivered

& S
¥ FISH
The Upper Scale Ltd =

UVEROO

ource-1GD Researc
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Disruptors raise the bar & create new consumption opportunities @

Gousto

COOKING

simplified

© IGD 2016






e Convenience and online are strong growth
opportunities

e Convenience must become more convenient
* Online must move beyond functionality

* Take opportunities to engage around fresh
fish

* Look out for new opportunities from
technology disruptors

[I|:[| U . . U . Chris Kirkland, Senior Business Analyst, IGD

Your local shops delivered DELIVEROO Chris.kirkland@igd.com, +44 1923 857141

ource- 1GD Researc © IGD 2016
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