IN-STORE MARKETING

INSTITUTE

CORPORATE MEMBER

Shopper Resolutions 2009
What You Need to Know

Patrick Fitzmaurice
Principal

February 5, 2009

the capiz group

Turning marketing capabilities into results



TOday,S Agenda !u!lsmaﬁtangln]aihélngs[l?rgu!]s

[- Resolutions || Introduction ]
= The Environment || What are Shoppers Adapting To
= 2009 Outlook || Resolutions Shoppers Have Made
= The ‘So What’ || Implications of Resolutions for Marketers
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Resolutions || Commitments to Change

= Reform a habit or advance a
new project / initiative

= Often a lifestyle change: one
the ‘doer’ views as
advantageous

= Underlying motivations drive
resolutions

= |nternal
= External
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Shopper Marketing Context || the caprz group
Ch al I en g eS Of 2009 Turning marketing capahilities into results

Like you, we hear many big questions:

With lower budgets, what creates the greatest impact? Where should |
focus?

= Who is my most valuable shopper and how do | understand their
changing needs?

= How do | stay close to knowing what my shopper values in these
changing times?

= How can manufacturers & retailers work together to bring
extraordinary shopper value?
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Shopper Resolutions 2009 || the caprz group

LlSter“ng to Shoppers |S Key to SUCCESS Turning marketing c2pabilities into results
| need a That store is
budget. too
expensive.

Lasttime lgot |

that great deal | love one
at STORE X! stop
\ shopping.
I'll just / Should | travel to
make this my favorite
last. store?

Motivations & behaviors differ greatly by category, channel,
retailer ... and shopper!
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Sources of Information

the caprz grou

!

Turning marketing capabilities into resuls

SHOPPERyS.

- WAYPOINTS" \#®

NAVIGATE EMERGING SHOPPER TRENDS

Caprée Group proprietary shopper
research

3 waves of surveys in 2008
Feb ... Jun ... Dec

Uncover emerging shopper trends
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7 year old strategic marketing firm

Specialty practice focus in
shopper marketing
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Shoppers’ Outlook || 2009 the capiz group

Turning marketing capabilities into resuls

Surprisingly, despite the economy, shoppers future outlook remains
fairly constant

IN THE NEXT 12 MONTHS YOU AND YOUR
FAMILY WILL BE IN:

50%

[ rEeB 2008
I JunN 2008
I pEC 2008

45%

40% 43%
40%] 40%
35%
30%
25%
20%
15%
10%

5%

0%

Better financial shape Same financial shape Worse financial shape
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Shoppers Cautiously Optimistic || the capiz group
More Conservatlve About Spendlng Turning marketing czpabilities into rosults

Save lt 52% 59% 62%

Saving tendencies
grows ...

Invest It 13% 13% 1%

Spending tendencies
constant

Spend It 26% 20% 24%

Don 't
Know / 9% 8% 3%
Other
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Shopper Motivation Drivers || the caprz group
Sh OWl n g a Sh |ft Turning marketing capahilities into results

While declining, top shopper concerns are product and gas
prices

Gas Prices Droduct Prices ~ Emironmental  Uemployment 5 g 4 Moy

Cancarns Rate

In Store Institute: I-Seminar || February 2009



The Retail Impact || the capiz group
EnV| ro n m ent | n Tu rm O | I Turning marketing capabilities into results

RETAIL SALES UNDER PRESSURE RETAILER CONTRACTION

« Dec 2008 Retail Sales fall 2.7% from Store Closings: Circuit City, Linens
prior month & Things, Office Depot, Macys, ...

* 9.8% slump vs. prior year Tightening inventories, cost focus

EMPLOYMENT CUTS AT STORE PRESSURES
* Retailers and manufacturers « Growth of private label
 Home Depot, Macys, Pfizer, Sears, *  More promotional activity (less
Kodak, Starbucks, Panasonic, .... profit)
* Retail price pressures for premium
products
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Today’s Agenda Tnig nrttingcapablig s el
= Resolutions || Why Shopper Marketers Should Care
= The Environment || What are Shoppers Adapting To
[- 2009 Outlook || Resolutions Shoppers Have Made
= The ‘So What’ || Implications of Resolutions for Marketers
= Going Forward || Activities on the Horizon
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Shoppers Say || the caprz group
They Are Spend | ng LeSS Turning marketing capahilities into resulis

AMOUNT SPENT ON SHOPPING:
LAST 3 MONTHS VS. YEAR AGO 3 MONTHS

FEBos | JuN o8 | DEC 08

Spent less $ 34% 38% 48%
Spent same 32% 28% 33%
Spent more $ 34% 34% 18%

Those spending less tend to be 30+ years old, more female and
earning <$40K

Even those who are optimistic about the future are spending less
(48%)!
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Shoppers Say ||
Spending Shifts Vary by Category

the caprz group

abilities into results

Turning marketing

GROCERY

JUN 08

Spending More

34%

DEC 08
17%

Spending Less

20%

26%

HEALTH & BEAUTY

JUN 08

Spending More

16%

DEC 08
9%

Spending Less

26%

35%

HOME ELECTRONICS
JUN 08

Spending More

13%

DEC 08
11%

Spending Less

41%

44%
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HOUSEWARES

JUN 08 DEC 08

Spending More

13%

7%

Spending Less

40%

45%

APPAREL

JUN 08 DEC 08

Spending More

20%

14%

Spending Less

31%

38%
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Shoppers Say || Even With All The Bad the capre group
NEWS’ AnX|6ty LEVEI |S Unchanged Turning marketing czpabilities into results

SHOPPER ANXIETY LEVELS

40% | | JuN2008
B pEC 2008

35%

30%

25%

20%

15%

10%

5%

0%

More Less Same Not At All
Are you more [ less anxious shopping now than 6 months ago?
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Resolutions || Shoppers Vow to Actively the caprz group
Man ag e Less Sp en d | n g Turning marketing capabilities into resuls

TopP THINGS SHOPPERS ARE RESOLVING
To Do MoRE OF

Grooery Store

— _////////J/////// 7 77T A i

Stick to Bu dget
(37%)
Approximately 1/3 of shoppers are increasing the use of
Usin3;g/u$mns these dollar saving tactics for grocery
T Circulars, ads and coupons become more important as
imits e shoppers are more focused on deals
to what | nee
35% . : : . .
( _) Optional and impulse items are at risk — need to find
Stﬁﬂuhct of ways to stay visible and relevant
55 Frequency may be impacted in some categories
|_00|(ingat
store ads
(31%)
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Resolutions || Shoppers Vow to Actively the caprz group
Manage LeSS Spend|ng Turning marketing capabilities into resuls

TopP THINGS SHOPPERS ARE RESOLVING
To Do MoRE OF

Health and
Beauty Care

Using coupons
(34%;J

Stick(tu Bl)ldget
33%
o Similar patterns of cost saving
leltshoppln . .

g behaviors are resolutions for
Health & Beauty Care shoppers.

to what | nee

(3]%)
|_00|(ing at

store ads

(30%)

Stretch life of

products
(30%)

17
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Resolutions || Shoppers Vow to Actively the caprz group
Man ag e LeSS Sp en d | n g Turning marketing capabilities into resuls

TopP THINGS SHOPPERS ARE RESOLVING
To Do MoRE OF

Home
Electronics

Limitshoppin

towhat|nee§
(32%)

Stretch life of ) _ _
products Home Electronics shoppers are focusing more on basic
(32%) needs

Stick tOPudget Very consistent with category contraction insights —
(52%) CDs / DVDs / Video Games and Electronics cited as 2
Looking 2 of the top 10 categories shoppers are restricting
store ads spending on.

(30%)

Vs Frequency of purchase is a challenge: staying active

(29%? and relevant on all paths to purchase will be critical

18
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Resolutions || Shoppers Vow to Actively the capre group
Manage LeSS Spend|ng Turning marketing capabilities into resuls

TopP THINGS SHOPPERS ARE RESOLVING
To Do MoRE OF

HOUSEWBI’ES

Stretch life of
products
(33%)

Limit shoppin
to what | neej

(33%)
Stick to Budget The House_wgres category shoppers
(33%) share similar 2009 resolutions ...
|_00|<ingat

store ads

(33%)

Using coupons
(30%5)0

19
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Resolutions || Shoppers Vow to Actively

Manage Less Spending

Turning marketing

the caprz group

abilities into results

TopP THINGS SHOPPERS ARE RESOLVING
To Do MoRE OF

APPBI'EI

Limit shoppin
to what | neej

(35%)

Stick to Budget
(33%)

Stretch lfe of ... and Apparel shoppers are

products

(30%) changing tactics, including trading

Bu ing store
I:rands

(30%)

Combine trips
to save time and

travel (30%)
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Resolutions || Shoppers Vow to Do
More of These Things

the caprz group

Turning marketing capabilities into resuls

Across categories

Shoppers resolve to be: To Do More OF

More budget
disciplined

I

I

I

I

I

I

I

I

I Stlc"(;c;glid get Usm(?):;]f ons to what | nee roducts to what | nee
More focused on needs | (32%) (3%) (35%)

I
VS. wants i imi i

I Usin courons Stick to Budget St::;!]]ulfti. of I{::L:t?ﬂzlz Stick to Budget

I 00 00 00

- | 35% (33%) (32%) (33%) (33%)
More willing to keep T rech ot
pro ducts lon ger I imit shopping - Limit soppi 5 Stick to Budget Stick to Budget tretch lite o
towhat | need  to what | nee (32(7 (33(7) products

: (35%) (31%) : : (30%)
More active in mon ey | Stretch life of |_00|(|ng at |_00|(ing a |_00|(ing at Bu ing store
savin g behaviors ! products store ads store ads store ads t:rands

I (33%) (30%) (30%) (33%) (30%)

I

I |_00|(ing at Stretch life of . . Combine trips

1 d Usmg coupons Usmg coupons . d
I store ads products (29% s) (30% s)o to save time an
. (31%) (30%) travel (30%)
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ToP THINGS SHOPPERS ARE RESOLVING
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Beyond ‘More’ Resolutions || Many

Savings Behaviors Will Continue

the caprz group

abilities into results

Turning marketing

Greatest impact:

Majority are trading
down stores to save
money

Store brands continue
momentum

Same number of
shoppers combining
trips vs. shopping
across stores for deals

In Store Institute: I-Seminar || February 2009

Top things shoppers will do the same of

Grocery  Health Home House-  Apparel
& Elec- wares
Beauty tronics
Care

Buy in Bulk 63% 60% 52% 57% 55%
Making a List 62% | 63% | 56% | 58% | 61%
Shop Multiple 62% 63% 59% 58% 62%
Store to Get
Deals
Combine Trips 59% 62% 59% 60% 61%
Looking at 58% 56% 56% 54% 60%
Store Ads
Trading Down 58% 60% 56% 57% 59%
Store to Save $
Buying Store 58% 60% 57% 59% 59%
Brands

@



Resolutions || Shoppers Vow to Do the capre group
LeSS Of These Thlngs Turning marketing capabilities into resuls

Big ticket items are being
postponed

Top THINGS SHOPPERS ARE RESOLVING TO
Do LEss OF

Retail response:
lower retail prices

deep promotional
pricing

Health and Home

GI’OCEI’Y Beauty care EIECtI’OI‘IiCS HOUSEWHI’ES Appare|

Buy big Buy big Buy big Buy big Buy big
ticket items ticket items ticket items ticket items ticket items

value bundling (35%) (29%) (30%) (32%) (25%)
Sh Op daCross . ShOp at Sh Op home .
mult. stores Bu(];l/tiu"( electronics 1[umis|1ing stores Buaznl/b)u"(
Store choice being impacted (13%) store (20%)  (18%)

Trade Shoo online Buv in bulk Shop mult. Shop mult.

Danger for specialty down stores P o o storestoget  stores to get
e () 2% (g deals (1)~ deals (19%)
Buy store Sh Op across Trading . Shop
brands mult. storesto  down store Sha%t%me appare| stores
(11%) get deals (10%) (M%) ° (10%)

23
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Shopper Attitudes ||
Key Shifts Noted As Well

the caprz group

Turning marketing capabilities into resuls

JUN 08 DEC 08

| love to tell people about things | discover 65% 57% @
| enjoy shopping at new stores 56% 47% @
| feel great when | find a bargain 81% 75% JL
The environment in a store is important to me 62% 55% @
Brand name is more important than price 25% 25% <:>
| try to be as efficient as possible when | shop 75% 74% <:>

The act of shopping is less fulfilling.
Shoppers values / needs may be shifting.

Opportunities to connect may be changing.
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Shoppers Tell Retailers || the caprz group
RESOIVe to DO Th'S to Help Me Turning marketing capahilities into results

Percent of Shoppers Asking Retnilers
to Help With Price

Grocery 54%

QUESTION:

‘What should retailers resolve to do

Health and 46% in 2009 for you?’
Beauty Care 0
Electronics SHOPPERS ANSWER:

‘Better Prices!”

| HOUSEW&FES 44%

Apparel 47%

F .

S 46% |

In Store Institute: I-Seminar || February 2009



Smart Shopper Marketers | the capre group
AI ready Ad aptl n g TaCtl CS Turning marketing capahilities into resulis

We see retailers & manufacturers trying many things at retail to connect

Loyalty Programs

In Store Media

In Store Institute: I-Seminar || February 2009
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Shoppers Say ||
‘l Use Loyalty Programs’

the caprz group

Turning marketing capahilities inta results

WHO HAS LOYALTY CARDS?

|
I
: Eota|% h%of h % of h
. . . . shoppers shoppers shoppers wit
) Pgrtlupatlon varies : withﬁ)ahy withpoF;ﬂy] moﬁgthan3
widely by channel | casz loyalty card  loyalty cards
|
|
= True loyalty (1 card Wl GROCERY 3%  37% 19%
only) is low :
N so%  s0% 7%
= QOpportunities existin
non-traditional card N L oME
channels : ELECTRONICS 39% 25% 10%
|
: MINAVNII 27% 14% 8%
|
|
Bl AppareL 5% 18% 1%
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Resolutions || the caprz group
The OutIOOk for Loyalty CardS Turning marketing capahilities into results

EXPECTED USAGE CHANGES OF

LoYALTY CARDS IN 2009
= Shoppers vow card

changes in 2009

Signupfor  Use current Discontinue
newcards  cards more  using cards

GROCERY 20% 34% 4%

= The positive: Many are
saying they will use
more / sign up for more

M 22%  36% 6%

S 17%  30% 1%

= But...
HOUSEWARES 26% 27% 14%

APPAREL 25% 32% 14%

In Store Institute: I-Seminar || February 2009



Loyalty Card Outlook || the capre group
Ch al I en g eS A h ead Turning marketing capahilities inta results

= ... the negative: Price (EDLP) still trumps all!

WHY SHOPPERS DON’T HAVE LOYALTY CARD

Grocery Health& | Home | coores Apparel
Beauty | Electronics

Prefer EDLP 61% 52% 58% 53% 57%
Not enough benefits to be worthit  27% 35% 35% 39% 35%
Do not care to carry around 14% 15% 17% 13% 15%

Dont want to share persona| info 19% 13% 13% N% 12%

In Store Institute: I-Seminar || February 2009



In Store Media Elements ||
Getting Noticed?

the caprz group

Turning marketing capabilities into resuls

WHAT SHOPPERS NOTICE IN STORE

End Aisle Display
In-Store Coupon Machine
On-Shelf Ad/Message
In-Store TV

In-Store Radio

Floor Ads

Shopping Cart Ads
Digital Sign

Didn't notice any

40%
39%
30%
29%
27%
23%
22%
10%
28%

Health and
Beauty Care

26%
13%
25%
15%
19%
18%
13%
9%
42%

22%
6%
20%
28%
17%
18%
10%
20%
41%

21%
6%
16%
13%
16%
18%
9%
5%
48%

20%
5%
17%
14%
17%
15%
9%
1%
47%

Is 2009 the year to focus on basics or explore the ‘new’?

In Store Institute: I-Seminar || February 2009
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In Store Elements || the caprz group
Shoppers ISsue a Cha”enge Turning marketing czpabilities into results

Shoppers ask us for more help!

How HELPFUL ARE IN STORE MARKETING ELEMENTS

el 39%  43%  39%  42%  46%
p 2 box

Not helpful 19% 20% 23% 21% 17%
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Resolutions || the caprz group
EGreen J GOing Forward Turning marketing capabilities into resuls

TOTAL % SHOPPERS

Jun ‘08 Dec ‘08

Think green
positioning 43% 42% 38%

Is important

Green positionin

mpacts brande.~ 30% 22% 18%

purchased

Green positioning
impacts retailers 29% 22% 18%

shopped

Green is being overshadowed by economic concerns

In Store Institute: I-Seminar || February 2009
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Today’s Agenda Tnig nrttingcapablig s el
= Resolutions || Why Shopper Marketers Should Care
= The Environment || What are Shoppers Adapting To
= 2009 Outlook || Resolutions Shoppers Have Made

[- The ‘So What’ || Implications of Resolutions for Marketers ]
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So What? the caprz group
Th e Sh O p per Mar keter MI n d Set Turning marketing capahilities into results

It’s a long haul — may get worse
before getting better.

= Stay close to the shopper ... now more
than ever.

= Focus on price is a trap... with long
term consequence.

= Reach out to meet today’s needs for
value ... loyalty will follow.

= Be smart with budgets ... innovation is
key.

Know the shopper - find ways to
add value to connect your brand.

= Untouchables vs. vulnerables.

= Leverage tactics appropriate for your
category / brand.

Know your place in a recession
environment & create strategy
accordingly.
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So What? the caprz group
Th e Sh O p per Mar keter MI n d Set Turning marketing capahilities into results

Targeting is more important. = Not all shoppers respond to recession in the
same way.

= Know who your core is, and cater to them.

=  Where you market before the store is
changing.

Time to connect with shoppers’
lives.

|
|
|
|
|
|
|
|
|
|
|
|
I = Entice shoppers in store by better
: connecting with their lives.
|
|
|
|
|
|
|
|
|
|
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Uniting Against Shoppers Resolutions]|
Increasing Shopper Collaboration

the caprz group

Turning marketing capabilities into resuls
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N

/ Retailers

* 66% cite manufacturer collaboration
leads to enhanced profitability

* Retailers getting increasingly
sophisticated

Manufacturers

* 66% do not build programs around
retailer segmentation consistently

* Integration of segments with retailers
difficult but valuable

- 4

Source: 2008 PMA Study
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2009 || Shopper Marketing the capiz group
Segmentation Alignment Challenge i kg i i sl

InStoreMarketingSummut

Achieving Excellence:
Accelerating Success 3B| Segmentation Strategy —

in Shopper Marketing Whose to Use: Mine? Yours? or Qurs?
April 1-3, 2009 As shopper marketing continues to evolve and become a more
Hyatt Lodge at McDonald’s Hamburger Universiy ~ SOPhISticated marketing discipline, both manufacturers and

0ak Brook, IL | www.instoresummit.com retailers are creating more shopper segments for more refined

target strategies and in-store executions. As an industry, we
are fast approaching “segmentation overload,” making
manufacturer/retailer alignment challenging and sometimes
costly. In this session, you'll:

M Gain insights into how segmentations are being employed
for shopper marketing

M Explore and discuss industry “segmentation overload,”
and the implications for retailers and manufacturers

M Discuss ways the industry might enhance opportunities
for better segmentation collaboration
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