The impact of inflation on today’s
grocery shopper
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HOUSEHOLD BILLS

(monthly payments)
: Aug i July Aug : Annual %
2007 : 2008 2008 : change

Mortgage*: €965 : £1,025 ; £1,025

Gas ;mlmémi@
Electricity | €30 | €35 | €36 i g
Hﬂﬁgrage) = = = @
Broadbandi €18 2 i €12 g

B
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" Latest figures up to 28%

December 2008 show inflation

back to +8.3%.

*£150,000 2yr fixed rate repayment mortgage
-79% LTV ** Average for Band D

WHERE THE PRICE RISES ARE BITING

Rising cost of food

Eggs

Butter 31.5%
Fresh milk 19.4%
Cheese 18.7%
Beef 176%
Potatoes 16.9%
Bread 16.8 %
Poultry 16.8%
Pork 13.6%
Cereals 12.7%
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...but some goods are falling

Shoes —1%
Toys and sports goods —1.7%
Mens clothes =3.1%
Electrical appliances =5.4%
Women's clothes -9.8%

CD and tapes —17.4%
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End of an era - the shutters came down in Glasgow's Argyle Street store for
good

Woolworths' last 200 UK stores have closed their doors for
good, leaving more than 27,000 people unemployed.

The firm's 807 British outlets have been closing in stages since the
end of December following clearance sales.

Tuesday was the final day for the remaining 200 stores, following a
one-day reprieve by the High Street chain's administrator, Deloitte.

Woolworths went into administration in November with debts of
£385m and Deloitte was unable to find a buyer.



How are people shopping in the current
climate?
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So what has been the overall impact?

Price The The
Inflation fixture consumer
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Some of the biggest value growers ARE price driven in
Scotland.

Hens Eggs ) 25' 29.4
Dry Pasta | 29.9°
Butter | 17.7- 25
Flour ) 20. 24.7
Fresh Cream | 19.4 21.9
Total Bread | 16.86.9
Total Milk ] 148.5.2
Ambient Rice+Svry Noodles ) 7.1- 13.1
Yoghurt ) 9.7111.8
Canned Fish | 8.2410.8
Crackers & Crispbreads | 6.1 104
Honey | 6.4. 10.1
Cooking Oils | 15.8
Everyday Biscuits | 7.719.8 . % change in Spend (£)
Chilled Cakes 6.7 o 52 W/E 10" August
Fresh Poultry | 6.5| 7.8 2008 v 2007
Total Cheese | 9.15 ) )
. % change in Price per
Baked Bean 1err Volume over the same
Margarine | 7.89 period

oriapane TNS Worldpanel — 52 W/E 10t August 2008
' () - % change v 200
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Fresh Milk volumes flat in Scotland however....

18.4 million Litres of Filtered Milk sold In
Scotland over the last year (+18.1%)
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TNS Worldpanel 13" July 2008
() - % change v 2007



Real Growth

Value growth NOT driven by price in Scotland.

RTS Desserts Long Life
Frozen Bread

Chocolate Spread

Special Treats
Liquid+Grnd Coffee+Beans
Chilled Burgers+Girills
Chilled Black+White Pudng
Cider

Seasonal Biscuits

Chilled Dips

Frozen Fish

Chld Frnkfurter/Cont Ssgs
Fresh/Chilled Pastry
Chilled Flavoured Milk
Peanut Butter

Wine

Fresh Pasta

Herbs+Spices

Healthier Biscuits

TNS Worldpanel — 52 W/E 10t August 2008

-0
0 - % change v 2007@ Worldpanel™ division of TNS 2008

. % change in Spend (£)

52 W/E 10 August
2008 v 2007

% change in Price per
Volume over the same
period




So how has the fixture been impacted?

| need to
reduce spend!

Trading Down Spending

Retailers less Money

Trade down
price tiers
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So what is the impact of food inflation on the grocery
shopper?

NO

Trading Down Yes
REIETIEES
Spending Buy on Yes
less Money Offer
m Trade down Yes
price tiers
= worldpanel

© Worldpanel™ division of TNS 2008




What else will become more relevant in
20097
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With the pressure on our wallets increasing,
SO too Is the pressure on our waistlines.
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Eat well

Move more  Live longer
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sugar swaps

Simple ways to help kids
eat less sugar.
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Find out more

-
meal time
Why it's important to
make room for 3 regular
meals.

Find out more

snack check Sna
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How to reduce unhealthy e
=nacking.
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Find out more Jim
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cut back fat
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Easy ways to lower the fat
in your family’s diet.

5A DAY

Giving them their 5
portions of fruit or veg a
day is easier than you
think.

Find out more

60 active

minutes %
O yvour kids get theirs

everyday? it 11}
Find out more

me size meals

How to make sure kids eat
the right sized portions for
their age.

Find out more

up & about
Why kids shouldnt veg out I
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What do Scottish households spend more money on?
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1. Fresh Vegetables 1. Wine @

2. Fresh Fruit 2. Spirits @

3. Wine 3. Fresh Vegetables

4, Fresh Milk 4. Fresh Fruit

5. Spirits 5. Fresh Milk

6. Cheese 6. Chilled Ready Meals @
7. Beer & Lager 7. Chocolate Confectionery @
8. Chilled Ready Meals 8. Beer & Lager

9. Chocolate Confectionery 9. Cooked Meats ®

10. Cooked Meats 10.Cheese

11.Bread 11.Bread

12.Fresh Poultry 12.Fresh Beef @

13.Fresh Beef 13.Fresh Poultry
14.Breakfast Cereal 14.Morning Goods @

» 15.Morning Goods 15. Breakfast Cereal
= Worlonane! TNS Worldpanel — 52 W/E 10t August 2008 %
Ranked on total Sp%l%&ﬂ? o

rfdpanel™ division of TNS 2008



http://images.google.co.uk/imgres?imgurl=http://www.audient-electric.com/KORTHALS_GRIFFON/Assets/images/other/big_union_jack.jpg&imgrefurl=http://www.coolchaser.com/user/profile/5739596&h=388&w=689&sz=179&hl=en&start=7&um=1&usg=__JVXIUWU3jqutpthetwR6RSO-oJg=&tbnid=7EkcjEktQOf4DM:&tbnh=78&tbnw=139&prev=/images%3Fq%3Dunion%2Bjack%2Bflag%26um%3D1%26hl%3Den%26rlz%3D1G1GGLQ_ENUK281%26sa%3DX�
http://images.google.co.uk/imgres?imgurl=http://bp3.blogger.com/_yk5nsm-CngU/R09-oTuNz0I/AAAAAAAAAHU/JSxf7w21j0c/s1600-R/saltire%2Bsaint%2Bandrew.jpg&imgrefurl=http://catholicdemocratfromohio.blogspot.com/2007/11/saint-andrew-day.html&h=1010&w=1501&sz=86&hl=en&start=12&um=1&usg=__YGzH6ZT36lyAiPhpxSzZDTtxPE8=&tbnid=rpGBI34fZcg1ZM:&tbnh=101&tbnw=150&prev=/images%3Fq%3Dsaltire%2Bflag%26um%3D1%26hl%3Den%26rlz%3D1G1GGLQ_ENUK281�

So what Is the main difference to the last recession In
the early 1990’s?

20007002

Prevalence of obesity (BMI > 30) in UK women 1994 - 200
@ WOHGHBIA Tackling Obesities: Future Choices http://www.foresight.gov.uk
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They say dog’s
often mirror their
owners!

E worldpanel
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PDSA's UK dog
abesity map 2007

www,pdsa.oerg.ul

1 Regstaned choiy nos.
i 208217 & 5CN37583

Dog obesity chart

% everwaight
0o, .00
‘20
Martheost 28 29
Scotland 19 30
Marthern Ireland 26 30
London 25 19
Morihweast 24 31
Southwast 28 27
Midlands 19 29
Walas 21 30
Southeast 26
30
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How can marketers manage price inflation
iIn 20097

1. Understand your customers (Shoppers & consumers)

2. Redefine value (reverse engineer products to hit key
price points)

3. Use promotions selectively

4. Segment your offering (customers increasingly looking
to cherry pick the service/product features they really
need)

5. Increase relevance (you need to persuade customers
to cut back on other products, but not on yours)

worldpanel



f1/3 of Scottlsh households WI||

.purchase Haggis in atypical E
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Domestic households In
‘Scotland account for over
il 000'tonnes of Haggis and up
12% In Scotland year on year |




Mark.thomson@tns-global.com

Tel: 07943 811715
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