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Presenter
Presentation Notes
We will start this session with an executive overview; examine store brand sales trends and provide examples of retailer focus; detail our analytic framework to measure store brand sourcing and demographic draw; detail those findings; and then finish with summary and closing thoughts.




Executive Summary

« We are in a new era—the ‘Retailer Brand Era’

 Retailer Brand growth will continue but at a more modest
rate than past few years

* Those retailers that operate in the Retailer Brand Era will
have the strongest growth for their brands

 Product differentiation and the marketing of that
differentiation—or lack thereof on the part of name
brands—still a key determiner of retailer brand
development
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Retailer Brand Performance
& Forecast


Presenter
Presentation Notes
Okay, let’s now take a look at how store brands are STILL DEVELOPING and performing.




The Retailer Brand development process takes

time—from years to decades

Seeking
Supply push 2 productivity

*Review assortments
«Rationalize the small
and medium brands

Retailer Market share Retailer
development gain consolidation
«More stores » More shoppers -Mergers
*More formats + Shopping *Supply chain
*Broader frequency economies of

assortment increase scale

* Buyin  more

Consumer pull =

Private Label
deployment

+ More SKU's
= in more categories

4

Seek retail )
brands identity Retail
«Target user Brands
segmentation D Eplﬂym ent

*Price segmentation

< Stepwise evolution requiring years / decades >
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Presenter
Presentation Notes
Retail Brand development does not happen overnight, it takes years, if not decades.  It starts with retailer development an growth through store/format expansion, followed by supply chain efficiencies and then retailers are in the right place to develop their store brands.  This can be helped or hindered by the economy.


U.S. consumers turned to Retailer Brands in
a down economy, but branded now improving

Retailer

Brands 25
: Trend Drivers: Dairy, Dry Grocery

3.0

Still Growing: Fresh Produce,
Fresh Meat, Alcoholic
Bevs, Deli, Packaged
Meat, Frozen Foods,
HBA, Non-Food Grocery,

V
-0.6

% Unit Sales Growth for last 6 (4-week) periods
Branded Trend Drivers: Dairy, Dry Grocery

-0 Still Declining:  Packaged Meat, Deli,
/\ Frozen Foods,
Alcoholic bev,
Fresh Produce

-0.6

Source: Scantrack®, a service of The Nielsen Company; (FDM w/ Walmart) ending 04/19/2010 (versus prior year)
0 0000000O0
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Presenter
Presentation Notes
We saw the economy really drive growth for retailer brands, but as the economy improves we are starting to see that growth taper off.  We often get over focused on period to period changes and it sometimes helps to long at a longer picture.


We are experiencing the start of a new era
iIn Retailer Brands

U.S. Retailer Brands over time

19%

ATEA S
N\ A
N

Retailer brand market share (%)

e 1972 1974 1976 1978 1980 1982 1984 1986 1988 1000 1992 1994 1996 1998 2000 2002 2004 2006 2008
: Retailer
| Generics era X National Brand | Brand _
! T Equivalent (NBE)era | era

Source: Hoch Banerji (1993), ACNielsen, BEA, Conference Board, Canback Dangel analysis
0000060 00O
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Presentation Notes
In 


Nielsen predicts slower Retailer Brand unit
growth into 2015 than during '07 & '08

Retailer Brand Units Market Share Forecast : 2009-2015

=&=\Walmart o FDMx =&=All Channels
;-'E_ 24% -
23.3%
& 23.0% 23.1% 235% o
® 23% 227% y2 e o o
-E 22 4% &) o
E [
E 22% -
= 21.0% 21.1%
2 21% -
g
n 20%
19% -
18.6%
189% - 18.5%
17% : . ' - . ' . - .
2006 2007 2008 2009 2010F 2011F 2012F 2013F 2014F 2015F

Source: Nielsen Scantrack and Nielsen Homescan data.
Source: 4i Consulting Forecast, copyright 2010. Forecasting results are estimates built on a series of qualified inputs and assumptions to
predict future results. Actual results may differ as unpredictable factors may influence final results. All forecasts are tested and validated

utilizing 95% confidence level intervals and are statistically sound based on the factors utilized for the exercise. R ranges from 80 to 90%
for the typical category; lower where historical data periods are limited
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Presenter
Presentation Notes
While overall across FDM the share growth will be more modest we predict a number of retailers will continue to grow at a point or more unit share/year.  I will talk about what will differentiate those retailers that will grow at a faster rate.


Retail Brands grew quickly in Europe:
7 points in 8 years

38.5%

37.9%

28.0%
27.0% 274% ’

~%-Value share

-+ Volume share

2001 2002 2003 2004 2005 2006 2007 2008 2009 E
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Presenter
Presentation Notes
It has taken these 7 countries 8 years to gain 7 share points in 1944 categories.  As a country in the US we have 20 points to go before retailer brands account for nearly 40% of all units sold.


U.S. consumer spending on Retailer Brands lags
most key European countries

Retailer Brand Spending
- 2008 spend per inhabitant 2008 spend per household
€

Mio of
£ $ households <

Mio of
inhabitants

Belgium 10.4 €375 £300 4.4 €886
France 60.5 €354 £283 25.3 €846
Germany 82.7 €548 £438 39.3 €1,153
ltaly 58.1 €96 £77 $ 142 224 €250
Netherlands 16.3 €362 £290 $ 532 7.1 €831
Spain 43.1 €246 £197 $ 362 15.2 €697
UK 59.7 €634 £508 $ 944 26.1 €1,451
USA 208.2 €193 £152 $ 283 112.7 €509
Total 629 €299 £238 $ 440 253 €745

FX rates: 2008

€ £0.80
€ $1.47
£ $1.86
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Presentation Notes
Retailers need to win over consumers one household or inhabitant at a time to get to the level of store brand spending in Europe.   We can break this down by category and by Channel and retailer.


Many major U.S. Food/Drug/Mass retailers already
have Retailer Brand unit share of 25-40%

N

90

5 1\ / Atorneara \
\ 40 Store

0 Brand

60 \ Share

50 N\ \ ,/

L - —

20

=% Units that are STR BRD '08

Source: Nielsen Homescan data 52 weeks ending 3/20/2010
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Retailer concentration is increasing, but U.S. has
long way to go

Percent Share of Top 3/ 5 retailers (*)

Below 25% 25-50% 50-75% Above 75%
» Serbia » Portugal » Belgium » Switzerland
» Bulgaria » Taiwan * Ireland - Sweden
» Turkey + Estonia + Singapore « Denmark
« Indonesia « CzechR * Lithuania * Finland
- Poland - Greece 'EK + Norway
e . * Germany » Austria
. Phlllpplnes » Thailand NE - « Hong Kong
* Russia * Hungary « Spain - Slovenia
* Vietnam « [taly + Netherlands
» Romania « USA
« Ukraine « Korea
* China » Malaysia

(*): Top 3 retailers in European markets; Top 5 retailers in Asia Pacific and U.S. markets
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L'dlck of consolidation will keep U.S. Retail Brand growth
more modest than found in many other countries

Retailer Concentration vs.

Average Retailer

Retailel' Brand Share Concentration 60%
i ¢ Switzerland
40%-| RB Share ] |
: Germany
T ¢
Global Retailer Py e Belgium, France
 20%7 Brand Share 17% Canaga | * Netheriands Denmark
Czech Slovakia ’Italy Hun’gary Portugal’ Austria’ New Zealand .F-S\:vec;en
Republic G Irelan _ Puert ® Australia 9’ fian
Japan A Chile _, reec®d o Rig®razil Norway
* Philippinecglgmbl Thailand N Singapore ¢ o Iﬁ'ael * . Hong Kong®
L 2
0% '_—SOEES’_I_%W T i?rli‘(t:g Argentina T ’Mexico T
0% Korea  20% 40% 60% 80% 100%
. . Highest Potential
{ Retailer Concentration for Retailer Brand
-20% - Growth

*Retailer concentration measured as the share of sales held by the top five retailers within each country

* Source: ACNielsen Global RB study 2005 (analysis of 38 countries reviewing 80 categories across 14 larger
product areas) 52 weeks to April ’05 vs. YAG
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Presenter
Presentation Notes
Of the ten most developed Retailer Brand countries, nine have just 3 retailers controlling over 60% of the countries’ sales. In the United States the top 5 retailers only control about36%),   Retailer brands are an even bigger threat in LATAM, Sweden, Denmark, Norway, Hong Kong, to name a few because if those retailers get their act together on their own brands, we could see significant to Retailer brands.


Summary—Key Takeaways

\We are in a new era for retailer brands—the
‘Retailer Brand Era’

- U.S. Retail Brand development will continue to
grow modestly due to a lack of retail consolidation.

—Some U.S. retailers already at European levels and
will grow faster than the U.S. as a whole
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Consumer’s View of
Retailer Brands


Presenter
Presentation Notes
Okay, let’s now take a look at how store brands are performing through consumers’ eyes.




Who buys Retailer Brands?...
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Presenter
Presentation Notes
So who buys store brands, well as you will see, everybody does.  However, just like most things, there are differences across demographic groups.


Demographic trends do not favor Retailer Brands

Retailer Brand buyers: Brand buyers:
*Younger households *Older HHs

* Non-Hispanic * Hispanic
«Larger HHs—those *Smaller HHs

with children at home - Lighter spenders

* Heavier spenders
overall
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Presenter
Presentation Notes
Future Demographic trends are favorable to Name Brands, not Retailer Brands.

Retailers are going to have to convince the growing segments of the population to buy store brands

Manufacturers just need to keep them.








We are not talking about every shopper

The SHIFT is in the MIDDLE ... the FENCE-SITTERS

D POST-recession

3 L

A

National Brands Private Label
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Presenter
Presentation Notes
The recession has reinforced Private Label purchasing amongst converts, provided permission and motivation to purchase for ‘fence sitters’ and even provoked questioning and trial amongst National brand loyalists.




Two big reasons why Retailer Brand growth
seen in last two years will be sustained

1. The secret is out: RISK
It’s (often) just v
as good

2. “Savvy Shopper” -

is a badge of

honor REWARD
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The Retailer Brand shopper “new” mentality

Out with ...In with “savvy shopper”,
“cheapskate”... “frugalista”, “deal maven”
Out with “they might ...In with “they’ll probably
not like me scrimping”... think it’s just as good”
Out with ...In with “they’ll love that
“it might be terrible”. .. there’s dessert, too”
Out with “take the wrapper ...In with “tell my neighbor
off before they see”... what I've discovered”
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Consumer perception of Retailer Brand quality
Is strong and still growing

Consumer panel survey on Retailer Brands:

Quality and Price/Value

2008

Mz

o :
/o saying Store brand Quality of SBis SB usuallyare Some SB are  SB for people Don’t feel
they Ag ree/ good alternative atleastas good good value for higher quality on tight comfortable
Strongly to name brands as name brands  the money than name  budgets & can’t serving SB to
Ag ree: brand afford the best my guests

W 2009

Source: Homescan®, a service of The Nielsen Company, Panel Views survey 2008 & 2009
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Presenter
Presentation Notes
U.S. consumers perceptions of store brands is strong and improving.  Value for money dropping as higher quality now seen.


Consumer interviews uncovered two reasons
consumers do not buy more Retailer Brands

1. Product Performance—Retailer product does
not perform in some categories

2. Category on the “Not Okay” List—In some
categories, consumers still not willing to try
a retailer brand
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Presenter
Presentation Notes
Nielsen recently conducted consumer interviews on retailer brands.  While only qualitative, every single consumer had the same 2 reasons.

1 they tried something and it didn’t perform so they won’t buy it again.  The economy over the last 2 years drove a lot of retailer brand Trial

2. Consumers have lists in their heads of what is okay and what is not okay for store brands.  Retailers have to be able to move a category to the buy list if they want to continue to grow.


Bottom line: Consumers are noticing

INn order 1o be irreplaceable

QP99999999

One must always be different

Coco Chanel

nielsen


Presenter
Presentation Notes
Whether you are a manufacturer or a retailer, innovation with consumers is key to winning.


Summary—Key Takeaways

 Long-term demographic trends do not favor Retail
Brands—Retailer will need to reach Hispanics and older
HHs to maintain growth in 10-15 years

- Economy generated trial, but retailers need to check their
repeat; even some of the top retailers have product
performance issues within their brands in some

categories

« Consumers have upped the ante for name brands in
terms of value

— “Prove to me why your product is worth more money than
the retailer brand.”
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Capitalizing on the Retailer
Brand Era


Presenter
Presentation Notes
Okay, let’s now take a look at how store brands CAN CAPITALIZE ON THE TRENDS.




Retail brands essentially gain at the expense of
secondary and small brands in U.S. & Europe

o
e < [29% .,
2
< [32% S 15
< 17%
s g8 |58 58 58 58 |5 8
UK Germany Spain France USA ‘ Italy

BN°1 Brand (*) URetail Brands B Others

(*): Based upon a sample of frequently purchased categories
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Presenter
Presentation Notes
It is the # 2,3,4 brands in categories that are losing in the Retailer Brand Era.  The # one brands have basically held share.  In order to remain viable these manufacturers must have a differentiated offering.


New requirement for brand marketers: Greater
Reward! What's your brand’s greater reward?

From...

< RISK vs. REWARD »

To...

----------

BIGGER, BETTER

<REWARD vs. REWARD »
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Innovation has been a “brand” advantage —
new H&W areas not a focus for many Retailer Brands

Health and Wellness Claims

Share of total Food & Beverage Sales

Retailer Brand Branded

Natural 8.1% 9.0%

Low Fat 6.7% so | Eramele Cholestoral P
AbsTenceFCt)f Sspfdti(; |I=:att 0.6% 6.6% Eeta"er Bgrland food &)I;everage
Reduced Catories | 1.3% 5.4% el kL L
Cholesterol Free 1.0% 5.1%

Fat Free 4.7% 3.9%

Reduced Fat 6.7% 2.6%

No Calories 0.7% 2.7%

Caffeine Free 0.7% 2.6%

Organic 1.9% 1.9%

Multigrain 0.4% 0.9%

Antioxidants 0.2% 0.9%

Good Source Of Fiber 0.1% 0.8%
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Who Is making the right moves?


Presenter
Presentation Notes
Let’s take a look at what operating in the store brand Era means to Retailers.


Retailer Brand Era denoted by significant
marketing efforts by retailers

NEW mirra beauty care

Part nature. Part science.
Perfectly beautiful.

Enhance your natural beauty with products inspired by nature.

i i .
N T
il | T

i

Arssapiie

mirme

mir
o P
— == i = ’-_—-_-""-u

N e

==

Source: Kroger.com

Illelsel] June 10, 2010 Page 32 Confidential & Proprietary

Copyright © 2010 The Nielsen Company


Presenter
Presentation Notes
Retailers are innovating and marketing via their web site. 





Source: http://supermarketnews.com/news/kroger_mirra_1222/index.html








B : :
Retailers leveraging consumer research to
develop new Retall Brand lines and improve
products

NEWzs
IMPROVED
DIAPERS

Wipes

Clean Btte messes lor
Wtiie maney with

Baby Baiics® Wines and

and improved Diaper

%,
ety p : New & Improved Diapers ‘“ﬂ.,qr
. 1 Introducing the new and improved Baby Basics® Diapers. Our q‘%
diapers now have improved soft, stretchable sides for a better fit %
and an improved super-absorbent core for better leak protection.
The diaper's hypoallergenic inner liner is treated with Vitamin E &
Alpe to protect baby's skin. We've re-engineered our diapers from

the bottom up to move with your baby while keeping them feeling
clean and dry

Happy Baby_ Happy BUdgEt. Happy Mom New Stretchable Sides New Super-Absorbent Core

Find us at a store near you | »
1 g e

Source: SUPERVALU

00000000
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Presenter
Presentation Notes
Both SUPERVALU INC.  And A&P are introducing lines targeted at children. �2/2/2010��Source:  http://phoenix.corporate-ir.net/phoenix.zhtml?c=93272&p=IROL-news




Retailers are innovating products—
no longer just copying

-‘ peeiaﬂ(’B@?nﬂeﬁ

", Grilled Vegetables =

fmﬂnﬂtlutth’ i, Red &' rmmpwf iy,
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Presenter
Presentation Notes
Wegmans is introducing 'Special Blends‘, a new line of private-label frozen mixed vegetables, flash-frozen within two hours of harvest.

 

Source:  http://supermarketnews.com/news/wegmens_blends_0119/index.html


Retailers are creating innovative packaging

 Retailers not only will need to keep up, but potentially
surpass manufacturer product and packaging innovation

Benefit:
—Reduced costs
—Increased customer base

’ N . [ STAGE 1
. @

o g A
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()
Retailers are promoting their brands

Skan In | Ragister

Home -Stors Locator Weekly Ad % Cowpons  Gift Cards Careers

Mealtime

] LETEL T ] =+ H-E-B

. Win a year of professional cleaning

H-E-B Digital Photo
Upload by S pom.; pick up
by méact day®

Dreli Party Trays
Y'ou bedhe hosi, we do
the wokd

H-E-B Gifi Card
Ghve the gift that's perfect
for any occasion!

.. SIGN UP FOR
ol ONLINE SERVIGES

Four H-E-B shoppers will win free cleaning sendce for a year

Al because we're celebrating the launch of our new H-E-B Household Cleaning
Taonis. Geteventhing you need (o sweep up crumbs, mop around the kIchen, scub
petween tiles, and make reguiar deanup a snap. Visityour H-E-B 1o check out aur
exensivg ling of brooms, mops, spanges, and mane.

Ma purchase necessarny fo enler or win. See Official Rules for the prizes and other
impartant detadls All entries much by receive by September 20, 2008

Official Rules

“Enter Now

Source: http://www.heb.com
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Presenter
Presentation Notes
H-E-B’s “Ready. Set. Clean” contest in September of 2009 promoted its store brand line of cleaning tools.



Source:  http://supermarketnews.com/news/heb_housecleaning_0909/index.html


()

Retailers are creating integrated marketing
plans and leveraging shopper segments

« 3 Screens + print + in-store
— TV, Web, Mobile

- Classical brand
marketing plans

— Understand each brand’s equity
and build through marketing plans
» Starting to take plans down
to segment

» Develop products and
tailored marketing to
consumer segments

Segment Size

ices . Pharmacy : InStore . SeeAll

Keep Your Family Full. .

And Your Wallet Too.

Save$2750naPastaNightmeal ==
deal available exclusively at
Shortcuts.com

Watching the Waisiline 11%
Lew Cam

[

Grab and Go Shoppers 5%

nielsen
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Retailers are marketing store brands via multiple screens- internet, TV, print, direct to consumer and in-store to market their store brands.


QoIIowing the success of Aldi and Save-A-Lot, new

no-frills formats are popping up from other retailers

\\'(mg

ET
co0D MARK

Save up to 40%
on your total food hill m

Shop Valu King Today
Where Value Rules!

w Hol Deals — Save up to 40% on your tolal food bill

W Our best buys on national-brand products priced incredibly low

w Meat cut and ground fresh in-store
w Fresh produce every day

ﬂ | Dollar zone — hundreds of items priced at §1

T o]

June 10, 2010

.jjl‘ilgé“‘jjs '*jr'éJJ From fresh peoduce and top quality meat to everything in

- 12035 Antoine Dr.
i .-\"\ Houston, TX 77066

. %’ . 832-T22-3299

‘ Store

. i 8327223229
| I Hiring Office

Contact us by email

ABOUT US

between we have what you reed 3t outrageously low
prices. What's our secret] We keep things émple and pass
the incredible savings on io you (ome gef fo know i
Riter one trip you aqree,

| “THOSE WHO KNOW...SAVE BIG WITH JOE.™"

Jobs at Joo's | Contact Us | Mobiie Alerts
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Business 

No-frills option

Giant Eagle opens two Valu King locations for the budget-conscious 

Giant Eagle and HEB are not the only retailers testing this deep discount no frills format, Walmart, Food Lion Hy-Vee and A&P are also testing or already have this this format.

Thursday,  May 13, 2010 2:52 AM

By Tracy Turner�

THE COLUMBUS DISPATCH 

A grocery-store chain better known for its expansive deli and gas-perks program is going in a different direction as it opens a pair of small, no-frills groceries locally.

Giant Eagle opened a Valu King store in Pataskala, and one in Reynoldsburg will open May 23.

Like competitors Aldi and Save-A-Lot, Valu King is all about price…

Valu King carries about 3,000 supermarket items, including grocery, meat and produce, as well as personal-care items and pet supplies. A Giant Eagle carries between 20,000 and 60,000 items.

Each 27,000-square-foot store is significantly smaller than most supermarkets and has no pharmacy, gas pumps or gas discounts and isn't open 24hours…

FULL STORY:  http://www.dispatch.com/live/content/business/stories/2010/05/13/no-frills-option.html?sid=101



http://www.dispatch.com/wwwexportcontent/sites/dispatch/business/stories/2010/05/13/valu-king-art-gti8gndd-1valu-king-fs-c.jpg

Retailers need to ensure their tier focus is in line
with consumer demand

Total Outlets - Retailer Brand Tier Unit Shares

oW W
80 -
w N/A
60 1 79 24 m Value
40 - = 74 67 Mid-Tier
20 - ® Premium
0 %
Super Low Medium Heavy Super
Low Heavy

Source: Homescan®, a service of The Nielsen Company; UPC-coded purchases; 52 weeks ending 12/26//09
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Presentation Notes
When we examine store brand tier unit shares across the light to heavy store brand buyer groups, we see that heavier buyers are more into value and mid-tier or national brand equivalents.  The premium tier store brands are of greater importance to lighter store brand buyers.  If you think back to the demographic differences, larger middle income families are probably not looking to the premium segments as much.  However, smaller and more affluent households are a better target.


Do you have the right price gap to brands?

In departments and categories with extreme price gaps,
the potential to enhance sales is significant

Health &  Non- Gen Dry Frozen
Beauty Food Merch Dairy Grocery  Food Deli

0%

Read as: Deli department
store brand prices 22%
lower than branded

1 cent decrease in the price gap between Store
Brand vs. Brand = $400MM annual sales

Source: Scantrack®, a service
of The Nielsen Company;

M % Price Gap: Store Brand versus Brand | (Fomw walmart); 4-weeks
ending 01/23/2010

-100% -
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Presenter
Presentation Notes
Value has been important for years & will continue to be important, particularly in tough economic times.  As you work to offer shoppers a good value, keep the following in mind:



First, do you have your value equation right?  How many category dollars are retailers losing because of the size of price gaps between branded and store brands items or because of insufficient focus on national brands?�

Here’s an interesting view of the price gap between store brands and branded products across key departments.  Food departments have a smaller gap, with prices in the latest period 22% lower than branded in the deli department and up to a 49% price differential in the dairy department.  



Within non-edibles, gaps range from 61% for general merchandise to 76% for the health & beauty department.



Please note these gaps can be driven by differences in category mix or size mix, so we recommend you examine gaps on an individual category-by-category and product-by-product basis.



Just think, a 1 cent decrease in the price gap between Store Brand vs. Brand = $400MM in annual sales across all departments coded by Nielsen.  In departments and categories with extreme price gaps, the potential to enhance category sales can be very significant.


The Future:
What should Manufacturers
and Retailers Do?


Presenter
Presentation Notes
Okay. Let’s wrap this up with some summary and closing thoughts.




What might we see in the future?

* Further retail consolidation, with many smaller, single
market banners disappearing.

» Retailers trying new formats featuring more dominant
store brand assortment.

« Some Major US retailers with store brand unit shares in
the mid to upper 40s within the next five years.

» Large retailers producing store brands for other retailers.

* More non-leading-brand manufacturers adding store
brand production to fill up manufacturing capacity.

 Stores becoming a more important marketing tool for
retail brands and name brands.
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Closing thoughts

For manufacturers

« Understand where your products/categories fall in terms
of store brands

— Are they differentiated from store brands in the minds of consumers?
—Research how you can differentiate
—Innovate to remain relevant

 Leverage marketing/advertising to ensure consumers
are aware of the differentiation

« Launch new items with evidence of item incrementality
to the category, not just your brand.

* Plan for continued store brand growth.
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Closing thoughts

For retailers

Engage in Store Brand Era best practices:

» Research store brand equity, products and packaging

» Market your brands vigorously using multiple media
including in-store and Online

* Require manufacturers to provide category incrementality
facts for all new items
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-ocused on addressing Manufacturer and Retailer
strategic and tactical questions around retailer brands
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Thank You

*If you have follow-up questions or want more information,
please contact your Nielsen Professional Services
Representative.

*If you are not a current Nielsen client, please contact us
by phone or email:

Phone: 800-553-3727 email: CPGSolutions@nielsen.com

*OR if you have any questions regarding the content of this
Webinar, you can also contact:

Lisa Rider, Vice President, Retail Consulting Solutions,
The Nielsen Company

email: lisa.rider@nielsen.com Phone: 813-366-9157
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Thank you—any questions?
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