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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

NIQ
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NIQ 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 w ellbeing 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 & w ellness goals.

61%

Selfless care
Improving the w orld 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 timpact 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

54%

57%

61%

45%

43%

33%

26%

15%




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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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
Sourced renewableenergy  Reduced/ Sustainable packaging
40% Iocally@ zero waste
Better for planet .
P Eco-friendly

Importance

35% Ethically sourced
@ Kinderto environment@
30% How transported Cruelty free
IO SIC
25% Q
Certifiedsustainable@ Q
(0]

Protection of natural

20% io/ bi resources
’ Following ES rganicibio
Plant based . -
15% O Social responsibility
10%
20% 25% 30% 35% 40%

Aw areness

NIQ

Biodegradable

45% 50%

Size of bubble - % most important
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Consumers want companies to take action

Reduce the amount of plastic in packaging

Be efficient, eliminate material waste

Use sustainable packaging materials

Reduce production waste, reintroducing it into manufacturing cy cle
Reducethe packaging of products

Reduce the amount of CO2 emitted

Reduce the amount of energy used in the production process
Reduce the amount of water used in the production cycle

Only use sustainable suppliers

Reduce transport required for raw materials/ end product distribution
Only use locally sourced materials/ingredients

Produce close to the markets where products are sold

Don’t know/Not sure

Only use local suppliers

Be activ e in charitable engagements

Other

To be called sustainable, which of
the following actions should
companies take?

NIQ
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Sustainability is one of many things considered when shopping
For more than half of respondents its more important than it was two years ago

Most important things when choosing a brand...

Affordable/ lower prices
Safety & Hygiene guarantees
Healthier options

Trusted/ familiar brand
Environment friendly/ sustainable
Superior, high quality
Private Label

Local country origin

Social impact

Niche, specific needs
Luxury/ indulgence

Unique & different

Foreign/ os products
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Mostimportant
A

v
Leastimportant

say sustainability is important
when choosing a brand today

Change inimportancevs.twoyears ago

|
B Don't know/undecided

B Much less important

Less important
M Stayed the same (ie. always been important)
B A little more Important

B Much more important

NIQ



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

Lifestyle

I 47 %
N 456
N, 4596

49%

I 3996

Eat leftovers, rather than throwing away

Try to buy products with easy to recycle packaging 36%
Use refillable containers/ buy refill products 33%
Consume healthy products eg local/lhome-made not processed NI 0%
Buy eco/ sustainable/ energy saving appliances 26%
Buy products that are locally made/ sourced 25%
Buy grocery products with sustainable credentials if possible 24%

I 0306
I 199

Make travel decisions to minimize environmental impact
Compost

Buy/ use secondhand clothes and appliances 18%
Buy eco/ sustainable fashion/ beauty 17% 1 . 2 O
Support climate/ environmental charities [ EGcNcNEGEG 159 Only mn
Boycott certain brands due to negative enviromental impact 15%

say they take NO

I 13 , ) ,
action to live sustainably

12%

Support, attend events with sustainable principles/action
Shop at bio/ organic stores

NIQ
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The foundations of approaching sustainability

(mms N

+ B @ Today’s
BxB Conversation

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

sustainability
challenges you can'’t
address alone

N /

McKinse
N I Q C& Cog;pany
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Methodology: based on label scans, products were tagged as having
or not having 90+ claims spanning 6 pillars

D | TV

Types Environmental @ Social Sustainable Organic
of claims Animal Welfare A Sustainability @ Responsibility | Packaging Positioning Plant Based
= Cage free = Compostable = B Corporation = Eco friendly = QOrganic = Plant based
Sample : e
claimps = Cruelty free = Ecofriendly = Ethical packaging certification = Vegan
= Farm raised = Cradle tocradle = Fair wage " Less packaging . Orgamg
= Plastic free marketing
= Grass fed » Reduced carbon = Responsibly .
. = EU Organic
. impact sourced » Reusable :
= Pasture raised . Farming
. packaging
« Not tested on » Sustainable
palm oil » Biodegradable

animals

Evaluated total store: 32 super categories, ~$400B in retail sales,and ~550K products

McKinse
N I Q c& Cor¥1pany
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Sweet snacks with sustainability claims
outpacing growth of non-sustainable while
savory snacks shows opposite

Retail Sales Growth Rate
CAGR Latest 52 weeks vs 4 years ago +354

+153
bps -87
bps

Ry -262

bps
6.5% 6.7%

5.8%

Total Store Sweets & Savory snacks*  Sweet snacks*
Snacking*
B Products without claims B Products with claims

NIQ
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Prevalence of claims vs growth shows mixed bag across snacking categories

Delta between latest 52 weeks and 4 years ago CAGR (%) for products with claims and those without

Food Beverages
22
A Sport Drinks
.C_E 20
c 18 .
o Formula & Childrens Nutritional
5 12 | Beer/FMBICider/ Beverages
.‘E 10 Seltzer Gum RTD Coffee
o g Soft Drinks Mints Yogurt
= Chocolate
=
3 6
S
O 4 Non-Choc Confection
2 | Meat Sweet Desserts
0 Snack Goods

Personal or Baby Care

Liquid Tea

Popcorn

Household Care Other snacks ® Sweets & Snacking

Bath & Shower

Toaster Pastries

Water Paper & Plastics

Condiments Laundry Care

Hair Care

Seafood

Potato
Chip

2 Sweet Snacks Pet Food

Cheese

-6 Fully Cooked Meat

. »

10 Doughnuts Snack & Variety Packs

0% 10% 20% 30%

TortillaChi

L T
4 L Cookies

Perf ormance Nutrition

Diet & Nutrition

40%

Baking
Staples

&

Fruit Juice
Crackers Fruit Snacks
Dips/Spreads Sk Cereal & Granola
Q bretzel Baby Feeding Nuts & Seeds
50% 60% 70% 80% 90% 100%

»

N IQ Bubble size denotes total sales of product with a sustainability claim
Source: NielsenlQ Retail Measurement Services, NielsenlQ Product Insight, powered by Label Insight, Total Store; Total US XAOC + Convenience; 52 weeks W/E 04/22/23 vs 4YA

>

Prevalence of claims
% of retail sales from products with claims
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Who is driving sustainability growth?

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

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

- #
-.- Headroom abounds — even high prevalence claims offer upside for late adopters

McKinse
N I Q c& Cor¥1pany
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Sustainability drives loyalty

Brand repeatratel 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%

29

|

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

% of a brand sales coming from products with ESG-related claims

McKinse
N I Q C& Corzllpany
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"

There are no ‘silver bullet’ claims
that work universally ",
Claim performance differs significantly by category

MARRAR.
© 11

Broader commitment resonates
with consumers.

(claims from more than one attribute group)

However, few products move
beyond a single type of claim

(65% of sustainable product sales associated
with one type)

NIQ
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Products with more types of claims grow ~2x faster than those with

only one type of claim

Few products move beyond one claim

% CAGR | 2018-22

# distinct claim types > 1

CAGR by number of types of claims touched by a product, %!

12.6%

<

65% Share of retail sales

McKi
N IQ c& Company

v

A

Stacking claims across
pillars is associated
with faster growth

* Animal welfare

» Environmental sustainability
» Social responsibility

+ Sustainable packaging
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Sweets and snacks comparedto total food and beverage

1605 e Environmental Sustainability =~ ® Animal Welfare @ Social Responsibility Sustainable Packaging @ Organic/Plant Based
(]
A
\ Regenerative
140% Agriculture
;5 Reduce Deforestation
70%
Cage Free \ Compostable Grass Fed Women Owned \ \

g \g Reduced Carbon Biodegradable
=% 60% Impact Plant Based Humane
g Cruelty F
é 50% rue y\ ree |Free From BPA / Less Packaging
o3 Zero Waste
o 40% ) : T
o B Corporation Eco Friel Terracy cle .\
2 ' \. Fair Trade Cert v .\ Responsibly Sourced Free Range
= 30% Ethical — Less Emissions
,9 .\ Renewable Energy

20% - g :
E 0 Biodiv ersity Forest Stewardship Council
E\i ) Environmentally Friendly 1% For The Planet J
p= 10% Fair wages Organic ——— Plastic Free Member Cert
g 0% Recy cled Packaging Eco Friendly Packaging Claim W W
a O r \ T T T T T T A\ T A\Y T 1
» )
o 0 Rainforest Sustamable
8 10%  Aliance Cert Packaging
@

-20%

-25% 0% 25% 50% 75% 100% 125% 150% 175% 250% 275% 350% 375%

$ Sales growth (%) in Sw eets & Snacking

N IQ Bubble size denotes total sales in Sweets & Snacking inL52 weeks. All attributes represent claims STATED on package unless indicated by an * symbol

»

Does not representall
available sustainable attributes
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The evolving view of wellness and altruism

Protective
Preservation

Aspirational

Evolving

Micro-culture maturity curve

Health & Wellness in the context of “altruism” v
Microculture Key topics Maturity
. : — Senior care, small acts
Aging with dignity of service, communitycare 50.6% ® 53.50
1 «
1 predicted
Mental health Mental wellbeing, 44.4% 433% X
advocacy de-stigmatizing, stressors . 0 1
current |
)
. Social health, interaction 1
Social bonds for health benefits 41.2% :
:
Healthy eating Nutritional diet, better eating ]
for all for health of community 37.0% :
1
1
Sustainable lifestyle, support . )
Sustainable wellness  environmentand own sense 33.9% _ Early Mainstream Established
of wellness ideas consensus acceptance ideas

NIQ
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FDA proposed rule for term “healthy” on foods

First defined in 1994, there is currently no limit on added sugars

Added Sugar per serving

Total Fat per serving

Sodium per serving

Sales Sales Sales
$ Share of Food & Beverage* growth $ Share of Food & Beverage* growth $ Share of Food & Beverage* growth
13% 1g to <2.5
9 9 12% 19 to<2.59 15% 1mg to <50mg
5% 2.5 to <5g
11% @ 2.5 to<5g 15% = 50mg to <100mg
5% . 59 to <7.5¢g
14% 12%
4% I 7.5g to <10g +42% +30% — +30%
11% BEARGESI 0y 9% MREELR  200mg
9% 10g to <15g
14% REGIRGRSIE 13% 200 to <
10% - 159 to <259 . ’ ’ Hee g
9% . Over2s5g ——— MIGZ) Over 159 I Over 300mg
N IQ Source: NielsenlQ Retail Measurement Services, NielsenlQ Product Insight, powered by Label Insight, Total Food & Beverage; Total US XAOC; 52 weeks W/E 12/03/22 vs 3YA
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Top categories with high added sugars and high sodium

Total Food & Bewerage

High added sugar per serving (>2.59) High sodium per serving (>2009)

Sweets &
Grocery Bewerages Frozen Prepared Foods k
ClelelsyYAl Candy, Gum, Mints Grocery Prepared Foods Snac s

Frozen Desserts Meat Processed Meat
il Cereal and Granola Grocery Salty Snacks
Clelslll Cookies and Crackers Dairy Cheese

AUl Prepared Foods Grocery Sauce/ Grawy/ Marinade 37 /0 vs 3YA

Grocery Sweet Snacks Meat Lunchmeat Og added Sugar per
Dairy Yogurt Prepared Foods

serving*

Dairy Creams and Non-Dairy Creamer Frozen Fully Cooked Meat
/=yl Rolls and Buns Grocery Cereal and Granola
Dairy Bewerages Frozen Seafood

eIl Diet and Nutrition Grocery Bewerages +40% vs 3YA

CIe[e-IsYAll Salty Snacks Grocery Bread

i *
CIellyll Baking Mixes Grocery Cookies and Crackers Low sodium

Bakery Desserts Grocery Vegetables

N IQ * Refers to Qualified attributes = derived from the ingredient label on package
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Consumers prioritizing various claims when choosing food products

Avoiding negatives — 67% Minimal Processing —48% | Positive Nutrition — 31% Ethical Practices — 27%

= Low sugar = No artificial ingredients = Whole grain

= No added sugar = Natural = High fiber

= No/low sodium = No preservatives = Protein content
= No added hormones

= Low carb

= Raised without antibiotics = Not bioengineered/Non-GMO = Vitamin-enriched = Grass-fed
= Low calorie = Certified organic = Free-range
= No/low fat = No high fructose corn syrup = Cage-free
Carb content = Plant-based

= Gluten free

= Lactose free = Antioxidant-rich = Certified humane

= No allergens = Calcium-fortified = Fair trade

6 Above 5% Above 10% 18% and above
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Continued growth of clean label across most of store

About a third of consumers regularly buy products with “clean ingredients”

Clean Label | Share of department & $ chg. vs 3YA Sweets &
BFood & Beverage EHBC HH Care Pet Care SnaCks

45%
40%

35%

+3 1% vs 3YA

30%
Free from artificial
sweetener*

25%

20%

15%

10%

5%

v v
0%

Free from... Artificial colors* Artificial preservatives* Artificial ingredients*

* Refers to Qualified attributes = derived from the ingredient label on package

NIQ
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Social responsibility = wellness for all

69%

Want retailer regulation for fresh and healthy food
availability/affordability for all

64%

Will pay more for products supporting communities and
vulnerable groups

67%

Companies have an obligation to ensure healthy products
are less expensive than processed, unhealthy ones

+23%
Sales growth for socially-responsible products
+33% Food & Beverage | +34% Sweets & Snacks

NIQ
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Consumer evolving interest
in sustainable and socially
responsible products
indicates opportunities for
sweets and snacks; critical to
understand consumer and
category priorities.

NIQ

26



Scan QR code to download
today’s presentation
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