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Overview

Background | %| Approach Goals

Consumers are hearing increasing Category Partners conducted a 2,000 respondent consumer survey in * Present dispassionate facts regarding
buzz with respect to product November. This webinar hosted by IDDBA and conducted by the mindset and actions of the deli,
shortages and retail grocery price Category Partners will look at what this research uncovered. dairy and bakery consumers in the
inflation. Traditional media, retail grocery channel.

politicians, investment advisors, just Covering topics like how long consumers anticipate the trend to last,

to name a few, are all discussing what consumer switching across package sizes, deal seeking, private label + Facts that producers and retailers can
is happening. Getting far less purchases, channel/retailer switching and other elements important to utilize as a jumping off point for deeper
attention, but perhaps far more them. exploration, analysis and planning.

consequential, is the conversation
around how deli/dairy/bakery
consumers are adjusting their
shopping behaviors in anticipation of,
or reaction to, price increases.
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Level of Concern /\

« Consumers’ concerns are
“amped up”. Virtually all
consumers (93%) are
expressing at least some
concern about inflation.

C[PCATEGORY
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How concerned are you about inflation?

49%

Extremely Somewhat Not thought Somewhat Not at all
concerned concerned about it unconcerned concerned

Category Partners Consumer Survey, November 2021
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Higher Prices by Market Segment E

« Consumers are acutely aware of price changes in grocery. Groceries and gas
(#1 and #2) outpaced the third place segment by 26 and 24 points, respectively,
in consumer notice of increases.

Have you noticed higher prices for any other items you may purchase?

90%
66% 65%
32%
Gas

Household goods Restaurants Clothing Cars Medicines and Household Other Have not noticed
other essentials appliances higher prices

92%

Groceries

6 Category Partners Consumer Survey, November 2021
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Length of Time X

« Consumers are buckling
up for the long haul;
80% of consumers believe 42%
inflation will be a reality in
the grocery aisle for at
least the next year.

How long do you think inflation will affect prices at the grocery store?

o A full 42% of consumers
believe this will continue for 2
years or even longer.

3 months 6 months 1 year 2 years or more

7 Category Partners Consumer Survey, November 2021
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Level of Concernby Age /\ + 228
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 While not wildly divergent from the mean, middle aged consumers (45 to 64)
exhibit the highest proportion of ‘extremely concerned’ about inflation.

53%

51%

25-34 35-44

m Extremely concerned

How concerned are you about inflation?

54%

52%

48% 49% 49%

3% 3% oo

45-54 55-64 65-74 75+ Total

m Somewhat concerned m | have not thought about it m Somewhat unconcerned m Not at all concerned

Category Partners Consumer Survey, November 2021
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 Roughly the same proportion of consumers, at all income levels, express at least

some level of concern about rising grocery inflation.

« Consumers at lower income levels are much more likely to be extremely concerned versus higher
earners who are somewhat concerned.

How concerned are you about inflation?

. 57%
54% 53% 53% 53%

48% 48%

5%

3% 1% o 2% 1%
Less than $30,000 $30,000 - $49,999 $50,000 - $74,999 $75,000 - $99,999 $100,000 - $149,999 $150,000 or more Total
B Extremely concerned W Somewhat concerned M | have not thought about it W Somewhat unconcerned B Not at all concerned

Category Partners Consumer Survey, November 2021
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Higher Prices by Market Segment/Gender 4§

« Women and men responded, essentially, in identical proportions when asked
about their awareness (notice) of price increases.

Have you noticed higher prices for any other items you may purchase?

Groceries Household goods Restaurants Clothing

mFemale m Male

11 Category Partners Consumer Survey, November 2021
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Higher Prices by Grocery & Age 1 - 228

 Consumers 44 and younger indicated a slightly lower awareness (notice of)
grocery price inflation.

Have you noticed higher prices for any other items you may purchase?

96% 96% 96%
94% o
90% 92%
| . I I l I I
25-34 35-44 45-54 55-64 65-74 75+ Total
W Groceries

12 Category Partners Consumer Survey, November 2021
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Price Changes by Department

During your recent grocery shopping experiences,
have you noticed a change in prices? [l Prices are significantly lower

0% 0% 0% 0% 0% 0% . Prices are somewhat lower

. | have not noticed a change in prices

159
% 21%

. Prices are somewhat higher

. Prices are significantly higher

 Consumers are noticing
higher prices in the Dairy,
Deli and Bakery

L L o " Dep_artments. Seafood an_d
| particularly Meat are getting
Fresh Meat Fresh Seafood Fresh Produce Dalry Deli Fresh Bakery the most nOtICG In terms of

A C? & .@s significantly higher prices.

13 Category Partners Consumer Survey, November 2021
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Higher Prices by Age and Dept. =.+222

* Deli, Dairy and Bakery generally exhibit a lower rate of inflation observations.

» Across all age cohorts, the Dairy Department is getting the most notice of price increases...averaging about -10
points below total grocery.

Bakery is getting the lowest mention of price increases, however, about two-thirds of consumers have observed
price increases.

« By comparison 94% of consumers report Meat Department price inflation.

Have you noticed higher prices for any other items you may purchase?
86%

81% 80% 2% o %
75% 74% 79%  78% 79%
66%
61%
25-34 45-54 55-64 65-74 Total

W Dairy MDeli ™ Fresh Bakery

14

Category Partners Consumer Survey, November 2021
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Price Changes by Department - Urban/Rural

* People living in less densely populated areas notice inflation in greater
proportion.

« Somewhat fewer consumers living in more densely populated areas reported observing inflations as
compared to small town and rural shoppers

During your recent grocery shopping experiences, have you noticed a change in prices?

86%
9 84% 82% p—
72%
: . -

Large city Suburbs of a large city Smaller city or town Rural area Total

84%

81%

78% 75% 80% 77%

m Dairy mDeli mFresh Bakery

15 Category Partners Consumer Survey, November 2021



Pack Size Changes by Dept.

Have you noticed a change in the package size of
some of the grocery items you buy?

3% 2%

17%

o 3% o 3%

Fresh Seafood

A

Fresh Meat

&

16

2%

7

Fresh Bakery
$99

&

1%

16%

Deli

2% 2%

14%

m
Fresh Produce Dairy

CDCATEGORY
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. Package sizes are significantly smaller

. Package sizes are somewhat smaller

. I have not noticed a change in package sizes

. Package sizes are somewhat larger

. Package sizes are significantly larger

 We asked consumers if they
have noticed any evidence
of “shrink-flation”™ with
smaller pack size as a proxy.

« Fewer than 20% of consumers
have reported seeing a general
reduction in pack sizes across
the perishables departments.

Category Partners Consumer Survey, November 2021
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° While consumers are ve ry attu ned to How much or little inflation has impacted your

. : . overall household budget?
(and concerned about) inflation, its

existence in grocery, the prospect of
additional inflation, and the prospect of
extended duration; 81% report feeling
their household budget is being
somewhat impacted or not impacted by
inflation to-date.

56%

25%

19%

That said, consumers have made/are
making choices in response to current
Impacts or concerns about impending
Impacts.

Significantly Somewhat No Impact

Category Partners Consumer Survey, November 2021
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e« Twe nty—one months ago, consumers In response to inflation, are you cooking and eating at

moved en mass to cooking and eating
at home. That was not necessarily a
voluntary move as we are all aware.
And much of that share of stomach has
since retrenched at more typical levels.

e Today, consumers are making
conscious, voluntary decisions to eat at
home. Sixty percent indicate they are
increasing their at-home eating.

Significantly more

Category Partners Consumer Survey, November 2021

Somewhat more

home any more or less than you would normally?

No Changes
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Retailer Format Changes

* Retailers are positioned to benefit.

* While consumers report all retail formats are currently gaining trips; Walmart,
traditional grocery, warehouse/club and discount retailers are benefiting the
most.

In response to inflation...Are you now more frequently shopping at any of the following types of stores

1%

2 )
0\ ‘e

43%

20 Category Partners Consumer Survey, November 2021
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CookingatHome by Age (%, -

« Consistently across all cohorts, as consumers age, they report a higher
percentage of eating at home thanks to concerns/pressures of inflation.

Are you cooking and eating at home any more or less than you would normally?

48% 47%
42% 41%

43%
39%

25-34 35-44 45-54 55-64 65-74 75+ Total

m Cooking and eating at home significantly more W Cooking and eating at home somewhat more | |/we have not made any changes

22 Category Partners Consumer Survey, November 2021
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Cooking at Home by Gender 2+ M

* More than 55% of women and two-thirds of men are adjusting by eating at
home more.

e By a full 10 points over females, males are making the move back to in home
eating.

Are you cooking and eating at home any more or less than you would normally?

44%

36%

30%

Cooking and eating at home significantly more Cooking and eating at home somewhat more I/we have not made any changes

M Female W Male

23 Category Partners Consumer Survey, November 2021
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» Higher income consumers (earning $100,000+) report a higher likelihood to

make the behavioral adjustment to cooking and eating at home.

Are you cooking and eating at home any more or less than you would normally?

45%

43% o

41% 41%

35% 36%

Less than $30,000 $30,000 - $49,999 $50,000 - $74,999 $75,000 - $99,999 $100,000 - $149,999 $150,000 or more

B Cooking and eating at home significantly more B Cooking and eating at home somewhat more W |/we have not made any changes

24 Category Partners Consumer Survey, November 2021

40%

Total



C[PCATEGORY

PARTNERS

Retailer Format Changes by Age 222

« All age groups are increasing trips to various retail formats.
« Notably, consumers under 44 years of age are making the largest uptick in trips
to Walmart and Traditional Supermarkets.

45 to 54 year olds are above average in their Walmart trips as well.

Are you now more frequently shopping at any of the following types of store?

42%

40%
37%
34%

29%
27% 27%

21% 21% 21%

25-34 35-44 45-54 55-64 65-74 75+ Total

B Walmart W Supermarket/Grocery store W Warehouse / Club store B Discount Grocery

25 Category Partners Consumer Survey, November 2021
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 Males and females are generally adjusting to retail formats in similar proportions;
however, there are slightly higher levels of shopping by females at Walmart and
Discount Grocery.

Have you noticed higher prices for any other items you may purchase?
48%
40%

2 7% 29%
23% 99
11% 11%
7% 6% 6% 6% 5% 6% 5% 39 )
Nl e e e e—
2 e > >
(,Z ok O &\‘\ b‘\"g ‘i’\o% & &
o o & 2 o o 5 ° &
\\(9‘ (}50 & & 3 \t\oé % 5 5°
Nl \ S & o & PN &
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B Female W Male

26 Category Partners Consumer Survey, November 2021
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« Amongst consumers earning less than $75,000, Walmart is an outlet gaining
more than its fair share of traction. Walmart falls to the average at the
S75,000+ earning level.

« Consumers earning $150,000 or more report higher than average switching to
Warehouse/Club stores.

Are you now more frequently shopping at any of the following types of stores?

45%

39%

35% 34%

32%

27% 6% 27%
9 24% 24%

Less than $30,000 $30,000 - $49,999 $50,000 - $74,999 $75,000 - $99,999 $100,000 - $149,999 $150,000 or more Total

m Walmart m Supermarket/Grocery store m Warehouse / Club store m Discount Grocery

27 Category Partners Consumer Survey, November 2021
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Responses When Shopping E

What are you doing in response to inflation?

° CO NsUumers are Looking for sales/discounts 65%
IOO kl n g fo r d ea |S | n Checking store ads to see what is on sale _48%
response to inflation. vaing more couvors |

Only buying what is on my list/essentials

Purchasing more store brands

Ip
~ \pUr ch 3

Stocking up/buying in bulk 35%

'l' '”\\\ 5“60", :

~ _ “Se
~ m,
& Ofp’ \
| ] & _/ \

R &) a4
» 4 / \
K~ g

33%

Looking for lower-cost substitutes

Making fewer shopping trips 29%

29%

Shopping at lower cost stores

Buying more value packs

18%

Buying items with a longer shelf life

13%

Buying fewer organic items

Looking for the same items/brands in smaller sizes -8%

1%
I/'we have not made any changes -10%)

Other

Category Partners Consumer Survey, November 2021



Responses When Shopping by Age 222
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 55-64 year olds report deal seeking activities at rates higher than the other age cohorts.

Thinking about grocery shopping in general, what, if anything, are you doing in response to inflation?

[v)
41% 37% 38% 38% 37%

32% 32%

67% /2 61%

659 65%
610/ IGZ% I I ' ) I .

Looking for sales/discounts

55%

50% 48%

41%
34%

Checking store ads to see what is on sale

43% 42% 39% 37%

I 50/ I37%

37%

: I

37%

33% 33%

30%

Looking for lower-cost substitutes

Purchasing more store brands

1% 43% 40%

36% ) I

Using more coupons

40% 40% 4

Only buying what is on my list/essentials

33% 33% 24%
29% 29%

20%

22% 20% 16% 16%

Shopping at lower cost stores Buying items with a longer shelf life

25-34 [W35-44 [45-54 [Js5-64 [Pes-74 75+ PP rora

30 Category Partners Consumer Survey, November 2021



Responses When Shopping by Gender

e A greater proportion of
women are looking for
deals than men.

Perhaps men feel that
buying retail (transitioning
from food service to retail)
Is giving them the financial
savings they seek.

Whereas women, who
historically shop more
often in the retail channel,
are pursuing their savings
strategies by shopping
deals in the retail channel.

31 Category Partners Consumer Survey, November 2021

Looking for sales/discounts

Checking store ads to see what is on sale
Using more coupons

Only buying what is on my list/essentials
Purchasing more store brands

Stocking up/buying in bulk

Looking for lower-cost substitutes
Making fewer shopping trips

Shopping at lower cost stores

Buying more value packs

Buying items with a longer shelf life
Buying fewer organic items

Looking for the same items/brands in smaller sizes
Other

I/we have not made any changes

"

[ ]
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C[PCATEGORY

==e

Thinking about grocery shopping in general, what, if
anything, are you doing in response to inflation?

54%
43%

40%

38%

37%

34%

33%
31%

30%
B 18%
3%

I 0%

1%

0%

70%

57%
40%

36%

33%

37%

31%
30%

I 23%

26%

28%
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Responses When Shopping by Income ‘3 ’

» All consumers are looking for deals, but not all are willing to make the effort to coupon for
example.

Higher-income earners are making changes but do report being more likely to buy on impulse
and more retailer/format loyal.

Thinking about grocery shopping in general, what, if anything, are you doing in response to inflation?

63% 67% 67% (oo, 61%

60% 43% 44% 44% 46%
o A47% 49% 4400 A7% 35% 39/" 38% 37% 40% 379,
42% 32%
I l . . l B
Looking for sales/dlscounts Checking store ads to see what is on sale Usmg more coupons Only buying what is on my list/essentials
40% 370, 40% 39% 370, 320/ 38% 40% 35 % oo 0% e ane
° 32/" 29% 5% o 31% 30% 579,
20% 12%  11%
8% o
. . T
1| - —

Purchasmg more store brands Looking for lower-cost substitutes Shopping at lower cost stores Looking for the same items/brands in smaller sizes

Less than $30k . $30k - $49,999 [ $50k - $74,999 [ $75K - $99,909 .$100k - $149,999 .$150k or more

32 Category Partners Consumer Survey, November 2021
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Dairy - Responses When Shopping (=

» Across all variable measured,
Dairy consumers are less likely
to engage in the specific
inflation induced activities/
strategies.

« However, there are specific and
substantial vulnerabilities for

producers/brands and retailers...

consumers switching to other
retailers perceived as lower
cost.

CPCATEGORY

PARTNERS

What are you doing in response to inflation? (Dairy)

More often buying sale items

28%

Switching to store-brand items

27%

Planning purchases based on sales
Using coupons more
Buying fewer items

Switching to less expensive dairy items

26%
24%
24%

19%

Switching to lower-cost stores

17%

Buying value packs

Switching to less expensive items in the freezer aisle
Switching from organic items to non-organic

No longer buying dairy items

Other

| have not made any changes

34 Category Partners Consumer Survey, November 2021

12%
- EZ
5

J2%

|1%

28%



Dairy - Buying More/Less

Volumetric measurement was not asked,
however, every category measured
exhibited a ‘net loss’ in terms of the
proportion of consumers who said they are
dialing back their purchases compared

with those buying more.

Eggs and Margarine faired best by posting
single digit net losses.

This survey did not track source or destination
of consumer purchases.

Net
Category Gain/Loss
Other 0%
Eggs -2%
Margarine -4%
Butter -12%
Milk -12%
Creamers -13%
Juices -16%
Yogurt -20%
Packaged cheese -20%

Due to higher prices, are you buying more
of any of the following items?

ood)

)

Eggs

Q@

Milk

Butter

Packaged
Cheese

Yogurt

Juices

Margarine

Creamers

SN

Other

CPCATEGORY
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Due to higher prices, are you buying fewer
of any of the following items?

2% g P 24%
— Yogurt 24%
5 Juices 19%
Y 18%
17%
15%
foesh 14%

6%

0% Other 0%

Category Partners Consumer Survey, November 2021
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Deli - Responses When Shopping &

What are you doing in response to inflation? (Deli)

 Consumers report buying less Buying fewer items || 30°°
In Deli and when they do buy More often buying sale irems - || 26%
they are looking for deals, Planning purchases based on sales || 22%
alternative items or store Switching tostore brand ems | 5%
brands. Using coupons more || N 18%

Buying fewer prepared items/meals

. 18%
e Of concern to retailers,

Switching to less expensive items in the grocery aisles

16%

consumers are l 00 kl n g tO Switching to lower cost stores _ 13%
lower cost retailers. Sv—— FEL}
No longer buying items from the in-store deli [ R 11%
Switching to less expensive items in the freezer aisle [ 10%

Switching from organic items to non-organic . 4%
Other 0%

| have not made any changes

28%

Category Partners Consumer Survey, November 2021



Deli - Buying More/Less

Volumetric measurement was not asked,
however, every category measured
exhibited a ‘net loss’ in terms of the
proportion of consumers who said they
are dialing back their purchases compared
with those buying more.

e Pizza faired best by posting single digit net
losses

e This survey did not track source or
destination of consumer purchases.

Net
Category Gain/Loss
Other 1%
Pizza -7%
Rotisserie Chicken -10%
Soup/Salad bar ite -11%
Dips/Salsa/Humm -14%
Deli Salads -18%
Sliced cheeses -18%
Prepared foods/m -23%
Specialty cheeses -24%
Sliced meats -30%

Due to higher prices, are you buying more
of any of the following items?

Rotisserie
Chicken
@ Pizza

A
Sliced
meats

Sliced
m Cheeses

7%

6%

4%

3%

AL Soup/Salad

bar items -3%
sl O
& o
mkd [

Other

o
X

Category Partners Consumer Survey, November 2021
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Due to higher prices, are you buying fewer
of any of the following items?

Sliced

35%

meats
Specialty 0,
cheeses 26%

26%

@ Prepared
foods/meals

e 2
% Salads -20%
3 e |
= s
Shvawed  EUZ
@ Pizza -13%
Other 0%
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Bakery - Responses When Shopping &=

What are you doing in response to inflation? (Bakery)

 Bakery consumers report Buying fewer itens | 33°
reducing purchases as More often buying sale items || TN 25%
their number one Planning purchases based on sales [N 7°
response to inflation. Using coupons more [N 5%
e Deal Seeking is less Switching to store brand items -15%
pronounced compa red to Switching to less expensive items in the grocery aisles -14%
other depa rtments but Switching to lower cost stores -13%
remained a highly ranked Buying value packs [ 11%
inflation strategy. No longer buying items from the in-store bakery department [ 9%
Switching to less expensive items in the freezer aisle - 6%
Switching from orgahic Rerms Yoson-ofgahic l 3%
other | 1%
| have not made any changes ||| TN 32%

40 Category Partners Consumer Survey, November 2021



Bakery - Buying More/Less

Every category measured exhibited a ‘net
loss’ in terms of the proportion of
consumers who said they are dialing back
their purchases compared with those
buying more.

« Breads/rolls faired best by posting single digit
net losses (barely).

e Bakery, in general, was hardest hit (compared
to Dairy, Deli) on this measure.

Net
Category Gain/Loss
Other 1%
Breads/rolls -9%
Bagels -15%
Muffins -18%
Pies -20%
Cakes/cupcakes -22%
Cookies -23%
Pastries -24%
Donuts -25%
Desserts -25%

Due to higher prices, are you buying more
of any of the following items?

rolls

Cookies

Bagels

Muffins

Cakes/
cupcakes

Donuts

Desserts

I ONHIEPIOIHIN

)
o))
0
~
=
D
2]

999
Pies

b

Other

Breads/

8%

4%

4%

3%

3%

-

2%

T

1%

g

Category Partners Consumer Survey, November 2021
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Due to higher prices, are you buying fewer
of any of the following items?

B G

v 3
-
-

QLEODP

Cookies

Desserts

Donuts

Pastries

Cakes/
cupcakes

Pies

Muffins

Bagels

Breads/
rolls

Other

27%

27%

27%

25%

24%

22%

21%

18%

18%
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TLDL/Recap

Inflation Concerns:
Somewhat: 49%
Extremely: 44%

222

Age 45+

Consumers age 45 and
above report a greater
proportion noticing price
increases

43

O

=

$100,000+

Higher earning
consumers report
higher likelihood to

cook at home

How Long Will It Last:
One year: 28%
Two years or longer: 42%

Men

+10 points higher

shift than women

toward cooking at
home

C[PCATEGORY
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O

‘w

<$50,000

Consumers earning
$50,000 tend to be
‘extremely concerned’
about inflation

Where They Shop

29% of consumers report
shopping at lower cost
stores
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