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Governance and cost will accelerate momentum beyond consumer demand

Exploding costs due to the
Role of governance impact of climate change
and mandates

Rising energy prices

Financial reporting requirements Rising cost of goods

Sustainable investment Supply chain disruption

Fines and taxes

New legislation

Escalating
consumer demand

Cost of living stress Shifting values &

Availability of choice attitudes
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Total Wellness Consumer Needs

Protective

Preservation

Aspirational

Evolving

NIQ

Urgent care
Protecting myself and/or my family members from immediate
health threats.

Self care
Improving my and/or my family's current physical or emotional wellbeing and
connections.

Preventative care
Proactive actions to achieve & maintain specific health goals, or helping to avoid
ailments in the long-term.

Innovative care
Seeking out the latest alternatives or developments to continuously meet my
and/or my family's health & wellness goals.

61%

Selfless care
Improving the world around me by advocating for environmental, ethical,
humanitarian, and/or philanthropic causes.

64%

Agree environmental issues are Will pay more for products
having an adverse impact on their supporting communities and
current and future health vulnerable groups
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Sustainability
means different
things to people

Reduced pollution/ clean environment

Protecting natural resources

Better for the planet

Cutting emissions

Protecting wildlife

Better conditions for workers

Giving back to society

Better for minorities

549%

57%

61%

45%

43%

33%

26%

15%




What makes a brand sustainable?
Is there a disconnect between companies and consumers?

Claims that make a brand sustainable

55%
Responsible sourcing
50%
45% Produced using

renewable energy Reduced/ Sustainable packaging
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5 30% How transported Cruelty free
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25% o . Protection of natural
Certified sustainable resources
20% . Organic/ bio
Following ES
Plant based g O L
15% O Social responsibility
10%
20% 25% 30% 35% 40%

Awareness
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zero waste

Sourced
40% Iocally@
Better for planet
35% Ethically sourced p Cp Eco-friendly

Biodegradable

45%

Size of bubble

50%

- % most important
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Sustainability claims growing across the store

Legend

NIQ
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Total Store Expansion- Count of U.S. categories
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Consumers trying to live sustainably

Take own/ reusable bags when shopping

Only buy what | need - avoid waste

Minimize electricity usage where possible

Consciously separate garbage for recycling

Eat leftovers, rather than throwing away

Try to buy products with easy to recycle packaging

Use refillable containers/ buy refill products

Consume healthy products eg local/lhome-made not processed
Buy eco/ sustainable/ energy saving appliances

Buy products that are locally made/ sourced

Buy grocery products with sustainable credentials if possible
Make travel decisions to minimize environmental impact
Compost

Buy/ use secondhand clothes and appliances

Buy eco/ sustainable fashion/ beauty

Support climate/ environmental charities

Boycott certain brands due to negative enviromental impact
Support, attend events with sustainable principles/action
Shop at bio/ organic stores

NIQ

Lifestyle
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McKinsey
& Company

The foundations of approaching sustainability

: ) e

" 1 | Today’s
BAxE Conversation

Stay compliant and Make sustainability a Build connections,
protected competitive horizontally and
differentiator vertically, to address

sustainability
challenges you can’t
address alone

2 /
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McKinse
Methodology: based on label scans, products were tagged as having & Company

or not having 90+ claims spanning 6 pillars

@ I " :L\
\7) \\7) =7 (W &S
Types Environmental @ Organic Social Sustainable
of claims Animal Welfare : Sustainability @ Positioning Plant Based Responsibility | Packaging
= Cage free = Compostable = QOrganic = Plant based = B Corporation = Eco friendly
Sample ificati i
cIaimps = Cruelty free = Eco friendly certification = Vegan = Ethical packaging
= Farm raised = Cradle to cradle . Orgam(_: = Fair wage " Less packaging
marketing = Plastic free
= Grass fed = Reduced carbon . = Responsibly
. = EU Organic
. impact . sourced » Reusable
= Pasture raised Farming .
. packaging
= Sustainable
= Not tested on . .
. palm oil » Biodegradable
animals

Evaluated total store: 32 super categories, ~$400B in retail sales, and ~550K products
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Is sustainability driving growth?

Retail Sales Growth Rate,
% CAGR 2018-22

6.4%

4.7%

Products without Products with

claims claims

McKin
N I Q c& C?)%pany

Across 32 categories
analyzed, products with
claims have experienced 170
bps p.a. (8.1% cumulative)

more growth in

the past five years than
products without them
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CPG categories are not a monolith

McKinsey
& Company

Products with claims are growing faster than those without these claims in 20 out of 32 categories

22.0

@ Food @ Beverages @ Personal care ® Household O June 2022 LTM category retail sales ($B)
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Y— 8.0
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= 4.0 BAKING PACKAGED
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o . . STAPLES COFFEE
2.0
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MINTS DESSERTS . CONDIMENTS
o _
FROZEN PREPARED \ WATER
FOOD DIET AND
20 q NUTRITION . FRUIT DRINK FRUIT JUICE
PET FOOD RTD ._ LIQUID TEA
-4.0 ~N SALTY COFFEE CEREAL AND GRANOLA
SNACKS DIAPERING NEEDS
.
6.0
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-8.0
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-100 —FORMULA AND CHILDRENS
NUTRITIONAL BEVERAGES
-12.0
4 8 12 16 20 24 28 32 36 40 44 48 52 56 60 64 68 72 76 80 84 8 92 9 100

% of retail sales from products with claims
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Prevalence of claims
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McKinsey
& Company

Who is driving sustainability growth?

A Private label and smaller challenger brands saw most frequent outsized growth for products
.. with claims vs. larger brands

G Claims are playing more of a differentiating role for established products than for new

L] +
-.- Headroom abounds — even high prevalence claims offer upside for late adopters
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McKinsey

_ _ _ ) _ & Company
Brands with a higher degree of ESG1-related claims enjoy higher loyalty
Brand repeat rate! by ESG-brand groups, % of households buying 3+ times
34
32 Brands with >50%
of sales from
products with

ESG-related
claims achieve
repeat rates of
up to 34%

Very low ESG Moderate ESG High ESG Highest ESG
(<20%) (20-50%) (50-80%) (>80%)

% of a brand sales coming from products with ESG-related claims
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Products with more types of claims grow ~2x faster than those with Mo Company

only one type of claim
Few products move beyond one claim

CAGR by number of types of claims touched by a product, %?
12.6%

Stacking claims across
pillars is associated
with faster growth

% CAGR | 2018-22

* Animal welfare

« Environmental sustainability

» Social responsibility

Sustainable packaging

# distinct claim types > 1 2 3 4

v
'y
v
s

N I Q 65% Share of retail sales 26% 7% 2%

1. 6 types of claims exist - 4, 5, and 6 type scenarios not included due to low sample size
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Young consumers indicating sustainability importance will grow greater

Number of environmentally-conscious 18 to 34-year-olds is greater than all other age groups

All Environmental attribute purchases by low-usage households
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% HH Penetration 55% 41% 32% 28% 29% 30% 39%

18 -24 25-34 35-44 45 - 54 55-64 65-74 75+
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Join us on March 14

Delivering on the
Sustainability Promise

to learn how to leverage data into insights
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44% of consumers are very likely to choose a retailer if offered
rewards/incentives for sustainable choices like reduced waste/recycling

Reward sustainable behavior Create refill stations

to help shoppers make sustainable as viable and cost-effective
choices (e.g. loyalty points, alternatives to single-use plastic

discounts, or support of Y .
environmental charities) Raise the
profile of
Create sustainable aisles SUStalnablllty

Incentivize shoppers

with “green delivery” windows for
online orders

o e "y
to facilitate easier shopping In-store

journeys (e.g. Health food aisles)

Replace with alternatives

Remove all single-use plastics and all
plastic shopping bags and replace them
with only sustainable alternatives

Invest in the “circular economy”

as a depot for reuse, recycle initiatives for
the reduction/reinvention of food waste;
support of charitable donations

Create the transparency

that consumers seek via climate
N IQ labeling and information kiosks
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