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Ridingwaves

Dostop do poceni | Bokakha konkurenca
nabavnih virov postaja globalna

FIRST WAVE ECOND WAVE THIRDNAVE

DEFLATION INFLATION TENSION

19852000 20002020 after 2020






Real Y-on-Y GDP growth (%)
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EuropeFMCQoverview
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CroatiaFMCG market
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EU FOOD IS BIG BUSINESS

aheadof carand chemicalndustries

Turnoven Largestmanufacturingin EUsector
€ 836 billion

Employmen
3

.8million peoplg Leadingemployenn the EU

( 282.600
. companieg Fragmentedndustry¢ SMES0%turnover
f R&

(%of food & drink)

0.24% in 200 StillinsufficientR&Dexpenditure

EU markeisha@
of globalexport | Shrinkingshareof EUexportsin global

Market | Mmarkets

. 0

N

Sourceciag 2010
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INDUSTRY OUTLOOK

Mature industry and amongthe mostcompetitivesectors

High-techindustry - improved competitiveness and force to inefficiency
out of the supplier chain

Gobal industry - internationalizationandtechnologyhave
revolutionized the way that growing food, as well as the way of
transporting, processing, packaging, purchasing and cooking

Internationalizationis also driving need for more flexible
manufacturing in terms of switching the products and increasing the
output capacity

Growing requirement tdoring productsto market within ashortertime

Gonsumertrends andlifestyle changedgorce food manufacturers to
plan their manufacturing processes aroutimgm

Toughraw materialsenvironment
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Porterindustryanalysis

threat of newentrance

bargaining power COMPETITORS bargaining powe

1drs of buyers

threat of substitutes
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Regionabenchmark
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BUYERS
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Thebargaingpower of the retailersincrease

dueto regionalconsolidation

1 Mercator Konzum Interex Delta Maxi Veroplus
31,3% 34,2% 13% 10,4% 6,3%
5 Spar Ultra Gros Konzum aSNDI G2 Tediko
15,7% 12,4% 11,6% 6,5% 6%
3 ¢ dzO Schwartz Grouf  Mercator Si Market Tinex
13,4% 8,2% 4,1% (Simpo) 3% 3,7%
TOP 3 H C JR:? H P p:: H O JE: H HIJE? H MCi2
4 Aldi Mercator ¢ dzO Super Vero | Skopski Pazaf
4,2% 6,3% 2,3% 2,8% 2,6%
5 E.Leclerc Kerum Intermarche Migros Turk
2,2% 4,4% 2,3% 1,5%
TOP 5 H C C3: H C C3:2 H O M3 H HPp:? H HIJE?

Source IGD 2010
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Fromthe ageof the brand
to the ageof the retailer

33,9
30.0 14,7 16,5 33.0
43,1 32,7 18,3
34,5 11,0 10,0
15,9
63,0
51,5 50,4 61,2 49,4 55,7 63,3 56,0 57.0 60,0
33.0] (36,1 48.0| 1|48,1 35,0
Belgium France GB  Germany ltaly Spain cz Hungary Poland Slovakia Slovenia Croatia BiH Serbia  Macedonia
|:|Total Private label source: Nielsen, 2008; GfK 2007

|:|Total TOPS5 branded

19



. Private Label
Branded

Serbia

Sloenia

A
™

Private Labelgrowth

Bosnia & Herzegovina

/' 0%
100%

Russia
1%
99%
Ukraine
0%
100% /
Romania
/4%
Bulgaria

3%

./

Source: GfK Consumer Tracking; Calculation based upon consumer basket including monitored product cMegeties; value share (Ydperiod: 2008
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Theimageof private labelshaschanged

from  Me -too products

to High¢ end productconcepts
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SUPPLIERS
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Rawmaterialsbecamenightmare

e COG%epresentmore than 50%o0f salesfor mostfood
manufacturers

€ structuralchangesn consumerbuyingpatternsare
creatingthe pressureto shrinkthe sourcingcycle

@ uncontrolledrisks wars, tsunamies hurrican

N\

€ majorraw materialson 24hour market
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CLIMATEHANGESome like hot

€ competitionbetweenfood andenergycrops:

& agriculturalbiotechnologybecame asignificant commercial industiguring
the 1980s

€ By some estimate®0% of US foothay contain ingredients that have been
grown in GM methods

e growth of biofuels
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SUBSTITUTES
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ereto drawindustry/ category
boundarie®

CHOCOLATE & SWEET
SPREADS

MEAT & FISH PRODUCTS

frankfurters
chocolate spres @& salami
marmalade | i fish in tin
honey -

VEGETABLE & WELLNESS
SPREADS

w ellness spreads
vegetable spreads

tomato sauce

DIARY & CHEESE
SPREADS




NEW ENTRANCE
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Barriersto entry

N\

€ No majornew manufacturingcompetitorhasemerged

e Largemajorcompaniegarelyin direct competitionwith small
companies

€ Smallcompaniesactivein:

V Lowvalueaddedareas

V Specialisén private labelproduction
V Harddiscountproducts

V Nicheplayers
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10 global megdrends
Influencing shopper choices

Behavioral meg#érends
Health Convenience

Demographienegatrends.

Age Complexity Gender Complexity

RICHER _

SourcesDatamonitortrends

Sensory

Individualism

W‘E

Connectivity

Income Complexity

Comfort

Life-stage Complexity
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Trend 1: Ageomplexity Trend 2Gendercomplexity
Kidsgrowingup young
Adultsactingyounger

Therise of egalitarianvaluestowards
womenandhomosexuals

Thefeminizationof societyandmen

Trend 3Lifestagecomplexity

Young adults (18-24 yrs.old) living arrangements are diverse

us

UK

Sweden

Italy

German

|
|
|
Spain |
|
|
|

France

20%

40%
[ Jliving at home [ Tliving alone

source: Datamonitor young adult living NCI report

60%

|
80%

[ Jcohabiting

[_]house sharing
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Trend 41Incomecomplexity
Expandinglassof consumerswvith greaterexpectationsabout
U Qualityof life

U Spendingower

Trend 5Convenience

U Consumersire becomingmore
preparedto buytime

U Newapproacheso eating
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Trend 6 Health/ Phood

€ Healthisincreasinglywalued

N\

€ Ageingpopulationsmeanmore healthconcerns

[ \
/ |

€ Globalriseof obesity¢ overweightpopulatior Bkl |~ }r
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Trend 7.Sensory

e Towardsbetter andmore exoticfood anddrink tastes

N\

€ Notonlyd Rgbock But alsomakeyou éfeel goodt

35



Trend 10Connectivity

Y

€ Thegrowingimportanceof corevalues

€ Thefearof growingold alone

I’m blogging this.

36



===

THETONIQS

©
52}
%

approx. per 1/2 pack

) | Low

Consumergpatternsare changing

- ICED COFFEE PLUS

ESPRESSO

A B\
e g" FEE.

' COFFEE DRINK :
- WITH A SPLASH OF MILK |
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