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It’s been a little uncomfortable for the UK
“Big Boys” and we’re all very sorry for them!

MORRISONS
Sainsburys
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Squeezed between hard discounters =
and premium retail and cannibalizing —~—
Their Own Flagship Big Sheds! Waitrose
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Market Turmoill :
TESCO
£6.38 bn loss
43 supermarket closures - 49 developments abandoned — 10,000 Redundancies
Head Office (Cheshunt) Closure
SFO & GSCOP Investigations
Up to 30% range reduction
REDA
1,360 management redundancies
Restructuring of senior team with 5 VPs leaving
Cutting ‘Round Pound’ promotional strategy
Sainsbury’s
500 Head Office redundancies — 800 store redundancies
Halving Nectar Card points

D

CEO sacked
10 supermarket closures
720 Head Office redundancies

Imperial College



What Happened to All Conquering llescoi?!

e arrogance: stopped listening to customers/suppliers
 failure of most senior management to lead and react

« economic slowdown/recession in key markets

« “stuck in middle”: squeezed by discounters & premium
« shopping behaviour shift: to on-line and convenience

« over-expansion in overseas markets (“Fresh & Easy”)
* over-investment in high-priced store locations

« zero/minimal inflation in recent years incompatible with business model
requiring strong sales growth for profit

« scramble for margin replaced pleasing customers
« desperation inducing financial malpractices

Imperial College
London



Why Hard Discounters Successful in the UK?
For Same Reasons They Are in Australia!

* simple retail model: low prices; no hocus pocus promo
« excellent quality, award-winning private label FTY

 full basket shop but not overwhelming choice
« conservative but relentless new store growth @

« grown sales density per unit shelf space
* seemingly random but attractive “treasure trove” items

« adapted German model to meet UK requirements: expanded fresh offer;
premium private label

 international buying strength % é

 rigorous but fair treatment of suppliers —=s

-

»* -

Source: www.supermarketsinyourpocket.com Imperial College
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Why Hard Discounters Successful in the UK?
Same As in Australia!

» long-term supplier partnerships ;lm @
 private ownership provides latitude to stick to long-term strategy

* clever PR to place themselves in grocery mainstream e.g. Aldi
sponsoring UK Olympic team for Brazil

 shout loud and long about price/value attributes: spent A3250m+
in 2014 on ATL advertising: 8% market share but 25% share of
total grocery advertising spend

* humorous “knocking copy” adverts

* but NOT LEAST, significantly lower price than the lowest priced
supermarket chain (Asda/\Walmart)

Imperial College

Source: www.supermarketsinyourpocket.com London
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Aldi in Australia (and UK) Rejiggs Stores and Offers to Emphasise Fresh Foods

Picture comparing a typical Aldi store entrance in Australia with its new look store in McGraths Hills in NSW

Imperial College



Aldi tightens British link as it unveils Team GB sponsorship
campaign
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M - .
Morrisons pins hopes on loyalty card
m Aldi’'s Advert

Response!

No Clean Knives
For Your Toast?

Frosty Morning.
Need a Scraper?
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Aldi/Lidl 8% Grocery Market Share but 25% Grocery Retail Advertising Spend (20&3)

News storz apomy scon

JCDecaux
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Lidl trials its first loyalty scheme with
Scottish customers

Retailer sends out 4m ‘smarter shopping’ cards to shoppers, signalling that
discounters are feeling pressure from supermarkets’ fightback

o
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ALDI SHMALDI  ALDI SHMALDI

WHO? wow! ngl? Wow!

“Street-Fighter” Bargain Booze Chain
Pokes Fun at Hard Discounter Aldi and
Puts Big Boy Supermarkets in the Shade!




Tough Trucking to Continue in UK Retailing Sector

« Aldi/Lidl continue to increase grocery market share

* Pound stores nibbling away compounds problems

» Possible new entrants? (e.g. discount gourmet TJ)

« Non-grocery expands in grocery (e.g. BHS, Boots, Target)
» Big fmcg goes direct to consumers

* Artisans make direct food connections with consumers

* Food service strikes back with home delivery

« Big Box store volumes squeezed by strong growth in convenience stores and
on-line grocery shopping

« Booker with Budgens/Londis compounds the above

» Slow economic growth and low inflation

Imperial College
London



September 2, 2015 7 :55 pm

Supermarket warehouses worth more
than stores

Aandrew Bounds, North of Eng and eorrespandenrt

Some supermarket warcshouses zre now
warth marc thar their stares as eustamers
switch from visiting shops to anline
deliveries.

Yields on so-called “big boxes"” have dipped
below those of the shops [or Lhe first Gimne,
according to Savills, the property agent.

Imperial College
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Shopong Made Leisure & Statiorery & Party &
Easy Food & Deink Hearh & Beacty Home & Pet £ Cialls c Sk Saby & Wocs Case Deals
NEW? Online Shopping Made Easy > Save when you buy Bulk Case deais > Buy Online! £4 Delivery & Easy Returns

7up Can 330ml

Lemon, lime and plenty of fizz - that the onginal lemon and ime soft arink. Infused

With 2esty natural lemony-limey flavour and the sparkiing invigoration of

330,000,000 tiny bubdles, 7TUP Free contains no Sugar and SO IS a Simpie tongue-
ly refreshing opton for the whole family

s 21
3 for €1

® 3y
ik 30 viewy peogucss in oFiar Multibusy Acvy 3 for £1 pou n d Ia n d U,

e B ET
WTwest Puase Eluske o Q-1 0o | case of 24

NOW YOU CAN ¢
SHOP ONLINE! *3J

Everything’s £1 each and delivered to your door. Only £4 delivery. Imperial College
No minimum order. Easy returns to store. Amazingly simple, Amazing Value! London




Tesco Copies Coles: Darkly Ironic!

Favourites Special Offers

Prices down and staying down

iceberg lettuce each Broccoli335g Whole cucumber each

poultry

Bread Eqggs | Butter Meat & ‘ Baked beans

Imperial College
London



Get off at Knightsbridge,
visit the discerning
shopper’s fave department
store, ascend the exotic
staircase and let Piers
in the pinstripe suit
demonstrate the magic of

the latest high-definition

[ latscreen then go to dixons.co.uk

and buy it.

Dixons.co.uk
5 'l'.l'.!.-‘-."

Cheeky (taking the mickey

out of Harrods/Debenhams, etc.)
but reflects shopper researching
and buying behaviour!

Imperial College
London



“Big Box” Responses to Grocery Retail Crisis
« focus of retail investment on price matching and on EDVLP for KVI's (e.g. bananas,

milk)
« fewer, bigger, better, simpler promotions
* longer-term price promises to reassure shoppers

« special super promotions over holiday periods, e.g. Tesco Easter Five (looks like
Aldi’s regular Super Six)

« go after cinemas and food service for sales growth

* more in-store theatre, product expertise, better category management (range,
availability, etc.)

« close stores/rent space/bring-in concessions
* improve multi-channel retail management
« change top senior management (Tesco, Morrisons)!

Source: IGD, 2015 and Hughes imperial College



CHANNELGROWTH REFELCTS THE CHANGE IN SHOPPER HABITS
Internet and discount offer the truly growing channels

9% spend growth

S50 oo 5.0 100 150 20.0

- % spend growth >

RT43 (Grocery). KWP 2015 06. 12 wfe 21 Jun 15

Source: Kantar Worldpanel, UK, 2015 'Lrgggr(i;' College



SPENDALLOCATION AS SHOPPERS BECOME MORE MULTI-CHANNEL

Supermarket allocation shrinks at channel repertoire expands

- <

A High street
% spend 20 ’
A4
P Discounter
. <>
Internet
) l
=0
Convenience
~“0
0 Supermarket
0
10
° I ! : !
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1 channel 2 channeis 3 channeis 4 chamels S chamneis
RT43 (Grocery). KWP 2015 065. 4w'e 21 Jun 15
Source: Kantar Worldpanel, UK, 2015 Imperial College
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YouTre invited fo...

“Prctk Yowr Omn
OFFERS @&

grocenes € oney on every t e you
Shi Well 1 ) an. As a loyal
nyWaitrose member, we'd like to invite you
D choose vour own offers

eek afte cok
Simply go online and selec our favounte 1C
fro hundreds of products to save 20°

Imperial College
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Digital displays ghve customers access
to detalled product information

But, it's still an afternoon
spent in a big shed on the
outskirts of town!
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Tesco is strengthening the assoclation between
Tesco and blinkbox by launching joint promotions.

Source: PlanetRetail review of Watford store,

Tesco is rapidly rolling out grocery dick & collect services.

Imperial College
London




Live
Well
For

Less

0/ W|thout Mr. Salnsbury (well, Kevin) dropplng
the shopping off on a Sunday night”!

L
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The Online Shopper Profile
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Source: McCrindle Research Survey, July 2014; Market Blueprint (electronic spend) data with 349 cash adjustment for offline spend provided by
Quantium; Woolworths Online Shopper Profile & Database; and future projections from Professor Jan Recker, QUT.

Imperial College



FREE midweel leliveries for 1 year

World’'s Best Online Retailer 2014 — Gold OCOdO.COm e E

Loved By Parents Awards The online supermarket

Imperial College
London



“Touch & Go” Shopping in the Virtual Shopping Centre in Korea:
Pick Up Goods as You EX|t or Slmply Have Them Delivered

Imperial College
i nNnaon



1 Downiload Tesco Discover 2 Select Big Night In

op Offers

’-m*b‘é ynare, = ey Food Retailers Target
o, Friday Night and Weekend
Food Service and
Entertainment Markets

Tyrrells gocss S

Imperial College

Quick easy meals ° Beer, Wine & Spirits ° Pampering > Lon d()n




m Steaming Along Amongst Chaos!

« Membership well off, loyal but ageing

 very loyal employees ($21/hr + health versus WM $13)
« <4,000 skus (toilet paper no. 1)

« Kirkland signature PL A Brand quality or better

* gas priced to break even but build loyalty

« mark up never more than 15%

» treasure trove items drives footfall

« USA's largest retailer of wine

* iconic rotisserie chicken ($4.99) & hot dog/soda ($1.5)
* but stock price flat in 2015 (growth well below S&P)

Imperial College
London










Shopping little & often is becoming the
way of life for today’s busy consumer

i 850/0 do a top up every week (+5% v 2014)
@ 300/0 DON’T do a ‘main weekly or monthly shop’

190/0 using a HIGHER no. of grocery retailers
compared to 2014

ﬂ v ) . " \

Source: him! Ltd., UK, 2015 'Lno"ggr;?: College



The evolution of the UK shopper:

2000-2008 2009-2014 2015 & beyond
Generation T Generation P Generation C
Cash rich, Iime poor Driven by Erice Expects good price

& ultimate
Convenience

. . Imperial Coll
Source: him! Research & consulting, 2015 Lobdon leds






~ Three Meal Solutions
' For 2 People for £10.
That's Tues-Thursday [
sorted for A$3.60/person
per meal — VERY good
value in the UK
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Four Tapas Dishes
Ve AT g , . Plus Bottle of Wine:
HRIUES “ALARCON s : N ~ £10 (A$21) Delicious

EMPRANTY -...,\“ "

B NI = (OIS ||~ i (T g __ & Fabulous Value!
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VALENTINE’S DAY
DINE FOR TWO

- EZO

(NZ$48)

M&S sold 830,00 Meal Deals ( f)fé//x--/,//'//f/:;

Over the 5 day period! '(~§,;,,,,.,,,,¢ . /}‘////

CHOOSE FROM A SELECTION OF A STARTER, MAIN MEAL, SIDE DISH, DESSERT,
,\/\ S BOTTLE OF WINE, AND A BOX OF CHOCOLATES, ALL FOR £2z0

10 - 14 February
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crmilys Kischen saacs for 2 (‘L
5

slow cooked
lamb shanks

with tomato &
bariey broth

Jwmt aald & mate Ziah

ilys Kitchen

Gearing Up for
A Big Push!

= o fowise
.‘,’:9 e Hosgse O bniba e.

Butter Chicken and Rice

woolworths Imperial College

London



Ready Meals Taking Off:
Claremont, Perth, WA

Imperial College
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New entrants with Meals
offers

Growing at 30%+ pa
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= new sweet spot
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RESH INGREDIENTS
AND DELICIOUS RECIPES
DELIVERED TO YOUR DOOR.
STMPLE. HEALTHY. DELICIOUS.

MY
FAMILY

FOODBAG

Family favourites that'll please the
fussiest eaters. Quick, healthy and
yummy recipes for you and your
little ones.

5 recipes every week

5 meals for2adultsand 2to 3
children

Auckland, Hamilton &
Wellington

S159 ...

Free Delivery

MY
CLASSIC
FOODBAG

Classic recipes with a twist. Ideal
for busy families with older kids
who want healthy food and
delicious recipes.

5 recipes every week

5 meals for 4 adults or a family
of 5

Auckland, Hamilton &
Wellington

sl 89 Per week

Free Delivery

MY
GOURMET
FOODBAG

Premium produce and
inspiring recipes. Ideal for
couples who love fresh food
and enjoy exotic flavours.

4 recipes every week
4 meals for 2 adults
Auckiand, Hamilton &
Wellington

sl 39 Per week

Free Delivery

Imperial College
London




ama;on Imal’ All Deals Takeout & Delivery Travel Deals Holiday GiIft Ideas For Businesses
HMelho, Ingria You ‘p
Orders -

New! Takeout and delivery. Pay with your Amazon Account. Your Account

san francisco

Browse restaurants Place an order Enjoy your food

From Pizza 10 Sushi, find a variety of your Get your food delivered or order takeout by Enjoy the food and ocur service, If you ever

favorite neighborhood restaurants paying with your secure Amazon account, need us, we're avallable 24/7

Imperial College
London



DELIVERY FEE s$300

TOTAL: $15.0C

From tap to table in minutes

UberEATS delivers the best of your city right when you want it
QOur curated menus feature dishes from the local spots you love
And the ones you've always wanted to try. IU's same cashless

payment as an Uber ride. So just tap the app. meet your driver

outside, and enjoy.

Imperial College
London
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Thursday., Jun 18
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Tomorrow, Jun 17
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Food Retail or
Food Service?
Same Thing!

Tesco Metro
Central London
Lunchtime Rush
80+ customers in
queue and 3 minute
waiting time (largely
‘ self-checkout)

: - - - i | 3
4 : . ‘4 .
:l
- “ o3
Imperial College




take yc;ur ‘ Items include: cooked pasta, rice, salads, fajitas,

: sauces and desserts — plus a dressing pot —in a
P! ck bEX “‘Bento-type” box. It's lunch made easy for a fiver!
Scanned at automatic tills in seconds.

T—

L S S L Imperial College
London



Villiers Street
Charing Cross
London

BREAKFAST,
LUNCH & DINNER
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MEXICAN RITES
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Customer Insights

Which of the following areas do you think should be a priority for any large retailer?

L -
Pack. Reduction

10%-19%
. Sustainable Seafcod . Energy Efficiency and Renewable Energy
. Animal Weifare . Water Conservation
. Environmentally-friendly Consumer Products . Climate Change
. Organically Grown Foods . Donations
. Food Waste . Heaithy Living Programs
- Fair Trade Products

Source: Paul Uys, University of Guelph, Canada (ex-Loblaw’s executive), 2015 imperial College
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There’s more to come

Healthy for You Responsible Sourcing

Simply Healthy Fresh and Environmental Caring for

Living Natural Animals I UEE R

1. Clean ingredients 4. Substances of concern— 5. Only sell responsibly 8. Only source livestock  11. Always look to source from
2. Health Star Rating targets food and non-food sourced seafood and fish which is fully Australian growers, farmers and
3. Health Star Rating on (hormones, pesticide 6. Deliver environmental traceable manufacturers first
shelf edge residues, azo dyes, parabens, certification in key raw 9. Alllivestock and fish to 12. Extend our ethical sourcing
etc.) material commodities: be sourced from farms program to move down the
- Palm oil (non-food) that are assessed to supply chain in key high risk
- Paper & timber the Five Freedoms areas
- Sugar 10.Against animal testing’” - Australian labour hire
- Soy in place (cosmetics& - Cambodia
- Cotton toiletries) - Thailand, Malaysia & Singapore
7. Implement a packaging 13. Ethi I>
strategy based on coffﬁ 0 esj
sustainable packaging Alidtte. Ma’ma’qy

ouidelines from the



Prlvate Label Trends Around the Globe, 2015
* responding to smaller, more frequent shopplng strong convenience

offer — mini-meals, snacks, on-the-go

 using private label to showcase the health & wellness credentials of
the retailer

* co-branding with manufacturers — e.g. PepsiCo and Tesco Poland
(Lay’s chips), Danone & Costco Canada

« expansion of premium PL, including hard discounters across the world

 repositioning of value (“Good”) ranges in response to hard discounter
pressure

« more focus on local/regional/seasonal PL ranges

Imperial College

Source: IGD (UK), PLMA, Hughes, 2015 London
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‘SIMPLE TRUTH HAS BEEN OUR MOST SUCCESSFUL BRAND LAUNCH EVER’

Simple Truth generated sales of $1.2bn in
2014, says Kroger: ‘Natural foods are
becoming more and more mainstream for

many people’

By Elaine Watson+ i
10-Mar-2015
Last updated on 10-Mar-2015 at 02:45 GMT

& 1 comment

Simple Truth has been a runaway success story for Kroger, generating revenues of $1.2bn in .
2014 Imperial College
London




Narrowing the Distance Between Kroger and Whole Foods Market

Imperial College
London
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SimplyNature

Products made with honest ingredients that
you can feel good giving to your family.

L%
SimplyNature

A3, mm Tt

-

Fot o -
P R RART -

Free Runge

Chicken Broth

sgueezable
Fruit Blend

e S, sraiaiiais
P = .:.:.:.:.:.
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Waitrose
life

Waitrose LOVE life private label e
crosses food and non-food categories LOVE life

peach &
nectarine x 2

Wwaitrose 2o Wailrose v mango &
life § life passion fruit x 2
veet potato, smoked ] probaotsc yogurt
wdock & spinach
taly € azved ’

-

,
e

7 e

Imperial College
London



Produse marca Gusturi Romanesti, Tn trei magazine
ale grupului Delhaize din Belgia

o "v"‘:;“: S
StiriAgricole.ro @ (J UStUF:-
. _‘:ﬂ romanest

o 4N

DELHAIZE

Imperial College
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PATE DE CAMPAGNE
AU PORC FERMIER PREPARE EN
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Walmart’s Price Fighter Private Label

' Introducing

«\N "

RS PRIGE

3 - FIRST
ve money. Live better. ™

Cwwrt Duten Swrday Oxtoler I 7 Seturdey Novels 1 2373
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Carrefour Petit Prix without the .
Carrefour logo and priced to match = N » -

or beat the hard discounters. Carrefour Carrefour (§
Discount removed as “too successful’! Discount

Imperial College

‘ ‘ I London

Carrefour



Smoked
Scottish Salmon

Celebrating Scotland

X@

ww . lidl.co.uk
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Celebrating Scotland lasstss™
but In Scotland! - »
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Escalope
Vnennonse

BOUCHERIE
& VOLAILLE
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Tesco offers 'try before you buy’
to promote own brand food
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Imperial College
London



WEST CORK CRAB
arnd Frcked

Hard Discounters Around

L‘&{“;'%OE The World Launch Premium P
- Prmpkin
A :'}C:\ RONS

Imperial College
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In 2015 in The Grocer Food & Drink
Own Label Gold Awards, Aldi Wins
13 of the 70 Categories



N Worthington's

BRITISH STEAK & ALE
< fre

IRISH JALAPE \\H
% PepPER REL G,
Fowmate, (Halle £

Y

L= Meadow Yl
Frosh -

Mediterranean
- Style Salad Bowl

MARINATED DUCK
BREAST Firrrers

In 2015 in The Grocer Food & Drink
Own Label Gold Awards, Lidl Wins
14 of the 7" &&*~gories

f Imperial College
London




Outlook & FOODWORKS Points to Consider

* hugely tough retail market environment — shopper confidence low, Aldi pressure, Woolworths
backlash

* multi-channel grocery environment advances and shoppers less loyal to 1 grocery outlet

« you can’t “out cheap” the 3 majors but show shoppers you're in touch with KVIs & great on
weekend fresh

» but you can “out local” them — with links with local food producers and local community engagement
* be aleader in convenience & small basket shopping

» focus on food-to-go, meals-for-tonight, mini-meals

« “Big Food” is under the gun! You’re the family’s and the foodies’ friend!

» Aussies love the underdog and “Big Food” is deeply unfashionable!

Imperial College
London
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CONTACT POINTS:
e-mail
profdavidhughes@aol.com

Telephone contact:
mobile +44(0)7798 558276
@ProfDavidHughes

£ sumer Blog:
Retail Blog:



http://www.drfood.ca
http://www.supermarketsinyourpocket.com

