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The Changing Food Retail Landscape
Peapod Overview

Digging Deeper

Audience Q & A



s =P A Advancing your Journey with

= A.TPM-TPO-Collaborative Marketing

Three Fundamental
Drivers of Change

We've got too many supermarkets

“Alternative” channels keep adding food to
their assortments

Consumer behavior is changing and will
continue to do so
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e Supermarkets’ share of food and consumable sales has dropped nearly in half in
the past two decades

* Yet store counts have been relatively stable

e Supermarkets’ productivity suffers
— Space ($/foot)
— Labor (as a % of sales)



Food & Consumable Sales In Dollars 000s
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Supermarkets Ask:

“Where Have the Sales Gone?”
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Source: Willard Bishop Future of Food Retailing

Meijer and Walmart realized the
combination of food and general
merchandise could drive traffic and
basket size; many GM formats have
followed

Extreme value retailers (Limited
Assortment, Dollar Stores) took off
given economic forces

“Fresh” stores delight upscale,
educated consumers

Many traditional supermarkets have
found themselves in the
“unsustainable middle”

Promotion Optimization Institute ¢ Spring Summit 2014 ¢ Chicago, IL
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The Consumer
Landscape is Changing

Millennials Ascending Boomers on the Wane

* Less brand loyal * Declining share of HHs
* Very price-conscious...but willing to * Incomes tapering off
pay up sometimes « Down-sizing households
» Convenience-driven « Eating less, but eating healthier
* Variety-seeking « Local products and community’s
» Experience-oriented importance grow
* Very social o Still like their brick-and-mortar,
. Very connected traditional supermarkets
* Fresh, N&O, and Specialty appeal

LI

These challenges and changes are long-term & basic

“Executing last year’s plan better” is not the answer

Promotion Optimization Institute ¢ Spring Summit 2014 ¢ Chicago, IL
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Incomes are
“Spreading Across the Track”

e The CBO evaluated household
distribution from 1979-2010, three

decades
The Distribution of
Fde s, 010 * They found that the Top 20% was the

only group to gain income share

B Before-Tax Income

[ Federal Taxes

Top 1 Percent * The “mass market” which traditional
food retailers serve lost ground

8lst to 99th
Percentiles

Formats that serve top quartile income
HHs do well
Value formats that serve lower quartiles

Lowest Second Middie Fourth Highest

Quintile Quintile Quintile Quintile Quintile d O we I I
Shares of Before-Tax Income and Federal Taxes, by Income Group, 2010 Tra d itio n a I su pe rm a rkets a re in th e
“unsustainable middle”

Promotion Optimization Institute ¢ Spring Summit 2014 ¢ Chicago, IL
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Where’s Tomorrow’s
Growth? Let’s Look at Bright Spots
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Source: Willard Bishop 2013 Future of Food Retailing, eMarketer.com, Packaged Facts, Organic Trade Association, Store
Brands Decisions, & Information Resources

* Disruptive growth: new brand Y1, sales vs. line extension

Promotion Optimization Institute ¢ Spring Summit 2014 « Chicago, IL
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Peapod Overview

e Founded in 1989

* Two-headed business model

* Purchased by Ahold in 2000

 Largest local delivery e-grocer in the US

» Key player in the Ahold USA Multi-Channel strategy

Once upon atime we 1 The brand just 1 We mixed online with 1 What people are now 1 Peapod in
started delivering at home : grew and grew : our in-store strengths : saying on Facebook : your pocket
| |
; "It's like having a personal
*J assistant!"

Kl Therese G.

Peapad

Cogﬁdential / Privileged Attorney Work Product




Winning with “Clicks and Bricks”

Confidential / Privileged Attorney Work Product
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Customer Profile

Peapod customers have high incomes and are well-educated
— 58% of customer base has income over $100k
— 75% have a college degree
— Customer profile gets broader as market develops

The primary shopper at Peapod is female, works, and has kids
— 84% of customers are female and 66% have kids
— About half are dual income
— 83% between age 25 and 54
— Split fairly evenly urban vs. suburban

Average order is $160, and on average purchase $1,200 per year

Customer needs
— Easy and convenient shopping for time-starved households
— Order today for tomorrow
— Flexible delivery windows (attended and unattended)

Business-to-business is 5% of sales

Confidential / Privileged Attorney Work Product Peap\)d
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We select with care, as if for our own family

Confidential / Privileged Attorney Work Product Peapod
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e We deliver carefully and on time for Delivery & Pickup

L]
Peap°d Return to Shopping | Save & Exit | My Account | Help | Top FAQs

Delivery & Pick-up Times

Service Fees LB e Order for Delivery Order for Pick-up Vi
Delivery Fees v
29 30 31 1 2 »
March March Holiday April April

6:00 AM - 10:00 AM e Unattended @ Green

WED
27

Pick-up Fee v

Your Delivery Address

6:00 AM - 8:00 AM
2100 Greenwood
Wilmette, IL 60091

Update
7:00 AM - 9:00 AM

730 AM-1:00PM () ETA Save $1.00 @ Green

Pczig>amc

Sold Out
Check Pick-up

Point

" SAME DAY
= D; 9:00 AM - 11:00 AM

b

6:00 PM - 8:00 PM

8:00 PM - 10:00 PM

10:00 AM - 2:00 PM 0 Unattended Save $1.00 @ Green m
N— oo |
FREE Next Day Pick-up
- o]
Pick-up your groceries in as 1
little 3s 5 minutes 3:00 PM - 7:00 PM a Unattended & Green m
4:30 PM - 9:30 PM e ETA Save $1.00 & Green m
5:00 PM - 9:00 PM e Unattended @ Green m

Next Available Day >

Confidential / Privileged Attorney Work Product Peapod 15



Peapod 5-year sales plan

Triple sales to $1.5 billion

$1 billion by 2018 $.5 billion by 2018

Confidential / Privileged Attorney Work Product PeaPOd 16



We developed six sales drivers

mprove offering A

New zip codes Roll out PUPs

® |
r 1 Pick-ip
Better
place to shop | | Take NYC

NEW YORK CITY

Confidential / Privileged Attorney Work Product PeaPOd 17
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Peapod Preferred Partner Program

« Customized “test and learn” shopper marketing
programs.
« 35 participating CPG’s

« Generating learning and lift

holenr Bt Biity

Guess My Order®
Ome dlic ta agd frzguent
purthases

My Lists
——g Smn with your fan ardzr
1) i e A ) /
4 Start Shepping
+ Wy Sparials

! MLL NOT lsA‘?

FREE DELIVERY when you buy $30  SSiapNswi=0
of select back-to-schoaol essentials.”

'

* Chienga's Bast

Cogfidential | Privileged Attorney Work Product Peapod 19



Scale Events
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Video, Sampling, Modules and More!

Peapad- ¥ StopaShep’

Peapod' Save & Exit | My Account | Help | Top FAQs

Which Dove® Products Are Ri

Find Your Body
Wash BFF »

pEER
MO TURE

Coﬁfidential | Privileged Attorney Work Product



Partnerships That Go Beyond the Web Site
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