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Presentation Key Points Lm

 Global and regional development of Private Label

« Shifting Consumer Preferences as a main factor driving PL growth
 Evolving types of Private Labels

 Product categories: where is PL’s happy hunting ground?

« What’s hot today in Private Label?

« Cases: Tesco and Carrefour — fighting the crisis and hard discounters

* Conclusions and forecast



Global
Development




Private labels’ market share
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Top retailers: share of PL in sales (2008) Lm

%o
0 10 20 30 40 50 60 70 80 90 100

Wal-Mart |39

Carrefour |36

Metro Group |18

Tesco |50

Schwarz Group |60
Seven & I |30
Target |16

Costco |18
Auchan | 25

Kroger |26
Aldi |94
AEON |23

Rewe Group | 29

Edeka |17

Ahold | 26
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Sales in

US$ Billion
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84

69
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32

Auchan
Kimberly-Clark
Rewe Group
Kroger

Metro Group
Anheuser Busch..
Seven & I
L'Oreal
Coca-Cola

Kraft Foods
Pepsico

Schwarz Group
Tesco

Carrefour
Unilever

Philip Morris

Aldi

Procter & Gamble
Nestle

Wal-Mart

Source: Planet Retail Ltd, Google Finance, company info, own calculations



Factors driving growth of Private Labels

CONSUMERS RETAIL ENVIRONMENT

= Well informed, well educated Highly developed market
Highly concentrated market
International players

= Consumer trust .
=  High density of outlets

= Long market presence of private labels Fierce price competition
Discounter expansion
Economic crisis

\ 4 \ 4

RETAILER

Retail Branding
Direct consumer contact

Shift in Centralised distribution
balance of power

from manufacturer .

to retailer
MANUFACTURERS

=  Overcapacity

=  Glut of new products

=  Dependence in terms of shelf space




Consumer
preferences



Private labels: crisis impact

Important/Very Important _
Not important - 25

How important are current economic
conditions in deciding whether to purchase
store's own brands? (% of surveyed
US shoppers)

Source: 2009, PLMA Consumer Research report

75

Purchasing less store
brands

Purchasing more store
24
brands
s

The same amount — 69

Looking forward to the year ahead,
do you think that you will be...?
(% of surveyed US shoppers)



Private labels: purchase drivers (Europe) W@

Low Price
Better value than branded equivalent
They are the same as branded
My supermarket has a good..
Better quality than branded...
Looks appealing
Convenient option
Friends' recommendation
I'd only buy it if my normal brand is...

Healthy option

Key drivers to purchase private labels,
% of surveyed European shoppers

Source: 2008, IGD Consumer Research



Private labels: purchase drivers (USA) LW

Cheaper products but same quality as named

brand ‘ 53

Cheaper price with same ingredient 13

Cheaper price but just as good as brand name 13

Cheaper price 12
Sometimes I get them but only certain things [ 5

I like the quality that my own brand provides j 2

They are cheaper in bulk than brand name j 2
products

Other [] 1

Key drivers to purchase private labels,
% of surveyed US shoppers



Preferences to PL against manufacturers’ —
brands (2006, US and WE) E-m

* 68% of consumers believe private label products are an “extremely
good value” and 59% say private label products are “just as good” as
national brands

* 1in 3 consumers believes some private label items have “higher
quality” than brands

4 out of 5 consumers think private label is acceptable when guality
really matters. As one example, 9 out of 10 consumers say they feel
comfortable serving private label to guests

« 72% of consumers do not believe national brands are worth the extra
price; 36% are willing to pay the same or more for private brands they
really like

» About half of consumers say they compare private label prices
between retailers. The researchers believe this response to be skewed
towards high volume, high ticket, or heavily promoted private label
products



Private label
types



Two main types of Private Labels Lm

Quasi-Brands Store or Group Brands
Definition Retailer uses 50+ different Retailer uses one uniform
invented brands on private label brand on all private label
products products
Examples Hard discounters (Aldi, Lidl, Mainstream chains: Tesco,
Netto) Sainsbury, Carrefour,
Safeway
Strengths Create impression of wide Strong identity and
selection; able to replace association with store, clear
manufacturers’ brands / brand message, successful
sometimes copy them track record
Weaknesses Shoppers do not associate Reducing appearance of
brands with store, poor track selection, poor quality may
record in general supermarkets reflect on store image
(failed in Kroger, Safeway etc.)
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Store brands
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Evolution of Private Label

ot

1st Stage 2nd Stage 3d Stage 4th Stage
Type Generic Quasi-Brands Umbrella Brands True ‘brand’ shaped
(Group or Store) using traditional brand
management techniques
Objective Increase margin, Reduce Enhance total Increase and retain
provide lower price manufacturers’ category margins, customer base, enhance
product for power by setting the expand product total category margins
consumer during entry price, increase assortment, build
inflationary times margins retailer’s image
among customers
Characteri Low-volume Large volume one-off | Big category products, | Image-forming groups,
stics functional product, | product, technology | expand the number of many SKUs, but with
technology lagging lagging behind SKUs, technology small volumes,
behind market market leader, close to market leader, innovative technology,
leader, perceived | average quality, price | quality/image in line quality/image equal or
as lower quality IS major criterion for with leading brands, superior to leading
image, low price as purchase quality and price as brands, better products
necessity criteria as criterion
Supplier National Self-manufacture in National International
manufacturers, own plants (e.g. manufacturers mostly manufacturers, mostly

partly specializing
in private label

bread, dairy, National
manufacturers

specializing in private
label

specializing in private
label




Evolving PL strategies of select companies
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Categories



Consumer brand preference and PL

ot

No Preference

Relative Preference

Strong Preference

Product
characteristics

Undifferentiated
commodity products, no
performance difference
between brands

Product differentiation

through marketing mix:

advertising, promotion,
merchandising

Innovative or complex product
technology, items with unique
flavour profile

Consumer
behaviour

Consumer do not
differentiate between
brands, almost no out-
of-stock losses

Purchase decision usually
made in store from
repertoire of brands,
sensitive to in-store

promotion and display

Consumers may switch stores
to get preferred brand,
consumers need full
confidence in store and
product

Private Label

Fast share growth, low
investment, products
feed off store traffic

Share growth takes time and
effort, in-store support
critical, image of store
carries over to image of

brand

Share growth is difficult, high
investment in time and
resources, products draw
customers to store, sub-
branding often used

Examples

Milk & butter, paper
products, flour and
sugar

Film, household cleaners,
beverages, yoghurts

Razors, chewing gum,
cigarettes, condoms




O/0 of Private Label in select categories (UK) Wm

Dairy — 65

Paperproducts T [ 52
Frozen T 48
Household T ] 38
Alcoholic beverage |~ 1 37
Drygrocery ] 36
Cold beverage [ ] 33

Health & beauty — 20

Source: 2000, PLMA, Coriolis



Regularly buying PL in categories, % e wnes

Sweden UK USA
Baby food 3 4 4
Beer, wine & 8 15 9
spirits
Breakfast 20 30 34
cereals
Cakes & 16 44 28
biscuits
Clothes 11 25 17
Confectionery 13 20 22
Cosmetics 12 7 9
Dairy 33 60 52
Frozen food 40 51 43




Hot trends




Global players relaunch economy lines

Carrefour launch a new economy private label — Carrefour | o— ®
Discount Carrefour
Discount

Assortiment

143588

Wal-Mart re-launched Great Value iﬁ

Number three retailer Metro Group has redesigned its TIP
economy range ﬁ

In the autumn of 2008, Tesco launched a range of discount
brands. © s

Focaccia Crust

? Vegetable
Medley
Pizza

- - ———

Maret

| value |

oranges

4 15 = on orang
A Asene of vitamin o
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Source: 2009, Planet Retail Ltd



New categories, products and niches

Drugstores:

Right - Cosmetics private label range p2
from ‘dm drogerie markt’ drugstores in
Austria, and an own brand line at AS

sensitive babyfood sector.

Left - SPAR Austria wants to
revitalise old cooking habits
with traditional ingredients
under its ‘just like in old
days’ private label.

© SPAR

V@ Planet'Retail Ltd - www,
- f hovics Diven

Source: 2009, Planet Retail Ltd



Ethical and ecologic credentials

s -
@ PlanetiRetail|ltdlgee wiplanetretailn e

Carrefour France has a
private label for ethical
credentials — Agir. Pictured
is Agir-branded Fairtrade
chocolate from Peru.

ab Montag

o, 5
12. Juni s Neu im

ab Montag
Sortiment ! 12, Juni

P

FAIRTRADE
TRANSEAR

BITTER- ¥
sCHOKOLADE 1§
=

Schwarz’s Lidl was the first large discount

retailer to develop a Fairtrade private label

365
ORGANIC.

@ Planet Retail Ltd - www.planetretail.net

Whole Foods Market (USA), Tesco’s Fresh & Easy in

leading US organic food
store operator

the USA




Ethical and ecologic credentials

geef Gravy
A rich oot gravy made with
Cabernet SIUVENON and thym,

@ Planet Retail Ltd\-"www.planetretail:net
=

[V

Under the Agir brand,
there are eco-friendly
detergents available at
Carrefour in France

tRetail Ltd=lwww.planetretail.net

Made with natural
materials, available at
Toys'‘R’Us in the US

@ Planet Retail Ltd = wuw

Nutritional information on the
packaging has already become
standard for many retailers —
here Morrisons in the UK



Designed and Licensed Private Labels m@

Example: Safeway in the USA

A Safeway has launched more than 100 products in
O WS i /‘ partnership with Warner Bros targeted at kids and
TR R _&" — y “dedicated solely to a healthier eating philosophy”.
Nutritious food =~ & No artificial # Characters include Bugs Bunny, Tweety,
% i kids love. colours. Sylvester, Roadrunner, Daffy Duck, etc. From
ST £ cial 2009 the range will also be available at other
L No artificia retailers through Safeway’s Better Living Brands
e ) flavours. Alliance.
i —— T No added
AR hydrogenated

oils. - Target in the US teams up with John Derian for its
exclusive stationery and home décor collection.

Other developments include:

b qualicy Lame with yous biate

Eat topoiher. Nratene can also r No leftovers-

- Christophe Le Bo from Britanny, France, is
designing E. Leclerc’s own clothing line.

- Marks & Spencer teamed up with Sex and the City
stylist Patricia Field for a new UK clothing line in
October 2008.

- Wal-Mart’s Asda, however, has shunned celebrities
in favour of public sector workers for latest George
fashion line.

. . . . - Staples US launched M by Staples’ design line
The healthy eating private label for kids at Sobeys in including notebooks, folders, stationery.

Canada is called Compliments Junior Disney, featuring
Disney cartoon stars




New hybrid forms: co-branding

|
]
'Planet 'f'il'Lfﬂ'----' |anetretailinet '@.Planet F'#fail'Li:nﬂ"";""?p.-Hv{n“fr'»‘-‘faiI R
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3t Rt e st N PrAXT YT Vet | - 3 !

French Fromagerie Bel’s cheese brand Babybel with Aldi’s ‘Be light’ healthy eating private label

HARIBO
EEDRONIS

Jeronimo Martin’s
Biedronka’s ladybird
mascot can also be

found on Haribo
branded fruit gums
in Poland

e Sy P -
©.Planet Retail'ltd:-
i

—
www.planetretailinet

@ Planet Retail Ltd - www.planetretail.net




New hybrid forms: multiple availability

Waitrose, UK, sells its private “”**- BEt3i Led =T pla B e
label products via Indian :

Retailer K Raheja in its Irn tC.T”e’SDf‘ S se’lls US
HyperCITY stores etailer Safeway’s range as

its premium line

Source: 2009, Planet Retail Ltd



New hybrid forms: channel blurring

" It u — e—_—
L@ PlanetRetailLtdiiwww planetretailine t a—

Pizza Express offers its
pizzas also via Sainsbury’s
in the UK

McDonald’s tomato ketchup
Is available from
supermarkets, for instance
in Germany

_ 3 = 2 ‘
@ Planet Retail Ltd -Twww.planetretail.net

Wal-Mart sells chilled drinks
under its private labels in
the USA



Cases: Tesco



Tesco private label: segmentation

Finer Foods
19%
U ket 24%
Healthy praarke ’
17%

Convenience
9%

Mid- ket 539
Mainstream Ak d
24%

Price Sensitive
16%

Traditional
15%

Tesco’s segmentation
Lessaffluent23%  of customers, % of total



Tesco private label: segmentation

Finer Foods

19%

Healthy
17%

Traditional
15%

Mainstream
24%

Convenience
9%

Price Sensitive

TESCO
p e

Finest” Fair Trade
. . TESCO

|

TESCO

16%

Tesco’s private label ranges aimed at each

specific cluster of shoppers

Source: company information




Tesco private label: segmentation

# of Lines Strategy
TESCO = Directly address Marks&Spenser
intatuind 1200 = Super premium product and price
Finest = Limited to high-value added items
= Attract upmarket shoppers
1245 = Capture margin in new category
= Aim to provide complete basket
= Same quality as nation brend
TESCO 8000 = To be the brend to choice
e = Increase margins vs. branded
= Directly address limited assortiment (e.g. Aldi)
153¢9 1200 = Cheap and basic
= Limited to low-value added items

= Targeting specialty niches with products
600 = Recently renamed Healthy Eating to Healthy
= Living to stretch to non-foods

= Aimed at children aged 5—11 years
50 = Help parents improve diet
= Minimum use articifial ingredients

Source: company information



Tesco private label

Produce Meat Deli

Non-Foods

Examples of Tesco Finest



Tesco private label

Organic

o bgga

£1.16 £1.55 £1.95

v

+68%

Tesco’s private label eggs: shelf price



Tesco private label

£0.99

+175%

Tesco’s private label bagged salad: shelf price



Tesco private label

Handwash - ‘

£0.21 £0.88 £5.00

+2,280%

Tesco’s private label soap: shelf price



New offer: quasi-brands

After more than 15 years of successful B -
performance, just recently Tesco has launched its DISCOUNT
first labels without the Tesco brand, in order to BRANDS %
fight the

German discounters

=Quasi brands being used in a similar
fashion to the discounters.

=|n addition to its existing offer.

*Modeled on the discounters’ ranges.

=Biggest package of money-saving measures
since the launch of Tesco’s Value range
15 years ago.

=Around 400 products



l ) Planet Retail Lfi

pl:rwfrvf;nl net

New offer: quasi-brands

Strengths

Strengthens value credentials

Discount prices with a much broader
assortment (versus discounters)

Catering to cash-strapped shoppers

Could result in a reduction
of (less profitable) value ranges

Weaknesses

Customer confusion!

Threat to 3-tiered system?

Cannibalisation within private label ranges!
Alienating some shoppers

Even more pressure on brands,
especially tertiary, for shelf space

Risk being seen as a chameleon supermarket



-

New positioning

A
Unlike before, Tesco now
. has a directly comparable
National . |
Brands range to discounters!
Tesco’'s previou
label positioning is chiefly
where discounters (Aldi,
o ANDARD Lidl, etc.)
= . : have put their own brands.
o]\ [e DISCOUNT
P ate Private
abe Labels
< Includes Aldi, Lidl, Netto,
Special and Tescobs new | abel
Interest >

Quality

Source: 2009, Planet Retail Ltd



Cases: Carrefour




Carrefour Private Label: 3-tier strategy

selection

®

L

'@ Planet |

. Carrefour
L _UGHT
4 Gressing

‘. g Sésame
I8 A

o

Source: 2009, Planet Retail Ltd

Chnolat & g 0
NOIR FPOIR

oy
10 p

-

2 Premium —
= Launched at the end of 2005.

= Food range (both permanent and seasonal ranges). 150 SKUs at
the end of 2008.

K

3 Standard —

= Products for everyday use targeting all income groups and
accounting for 80% of Carrefour’s private label offer.

= Qverhaul at the end of 2005.

3 Economy —
= Launched in 2003.

= “Cheapest products in the market”. 600 SKUs at the end
of 2008.

= Accounts for 5 to 6% of Carrefour’s sales of own-branded
products.




Carrefour Private Label Strategy

Gilles Petit, Head of Carrefour Pvr) "

France, April 2009

Source: 2009, Planet Retail Ltd



New Own Brand: Carrefour Discount

N e e et ;,:‘"
U Carretour (B i .
i X Discowd Carrefour ()
2 7-18Kg /‘\ ‘{ Discovnt
n ' O [\,/I?XIa Wol Zﬁno-cm.au lait
=0 | melkchocolade
g o0 W =
fis X et
@m @ Planet Retail Ltd - www.planetretail.net




Carrefour Discount: Promotion and Advertising @@

. o
= The Carrefour Discount launch was e
heavily promoted within its French — f
stores. Standing signs, located at =B dr
the entrance of this hypermarket in — e T carrefo -
Paris promotes the Carrefour e Dicourt } et
Discount range. e | DESCENTAINES DESCENTAINES ks
| : DEPRODUITS ot fose
= Carrefour Discount products have IR 3 £ | o
initially been grouped together in
an area at the entrance of the store - ?'f’:_‘f,,c.m“ Discount -——""'/"—_
and at gondola ends. B 5 . Y.
= ..a.;::gaﬁiﬁ I
B S el ™
- PO e
o
- EE oy 'ﬁ)'*
: \ e : i
e ' . g :;. i

- -

Left is the ad poster in a Parisian metro station

@ Planet Retail Ltd - wwv.planatretail net
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Carrefour Discount: Positioning

Carrefour’s private label positioning with launch of Carrefour Discount

A Premium
PL
_ The No. 1 entry level range was
'\é?gﬁgzl positioned at a lower price than the
discounter’s private labels but lower
uality.
Standard aualty
c arrefour Carrefour Discount is the new entry
EJ) level product range and will
o D Vd’ substitute No. 1 economy lines (only
o 'Scou a few items will continue under the
“Discount No. 1 range).
Economy firpm A, ge)
PL ®
i Carrefour’s new entry level range is
now comparable to the discounters!




