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Large and unique shocks drove decreased innovation

New Product Launches by 4 Week Quad, Feb 2020 to March 2023
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Categories that are innovating are winning

Most Innovative

Categories +$10,155

go3p_ +11%'
$1,354
$22 +$7,380
$38
\ $202 $167

$1,847

M ss Chips & Pretzels & Snacks $4
SS Tea & Coffee RTD

/
I RF Plant-Based Milk —K_ $85
SS Candy $82

$2,172

ENERGY & SPORTS DRINKS
FZ Plant-Based Meats
WELLNESS BARS & GELS

BABY & TODDLER FOOD
KOMBUCHA & OTHER FUNC BEV
I FZ Breakfast Food

$4,139
$1,945

| 5245 FZIPEN  sa50  dede

Abs $ Growth (K) Abs $ Growth (K)
Latest 52WE Prior 52WE
3/26/23 3/27/22

SPINS

Least Innovative

Categories
+A%"
$3,443
416 2
RF Pasta & Pizza Sauces B $196
SS Beans, Grains, & Dry Rice $420
B <2 v,y St $792
W $522
SS Pickles & Olives B $243
SS Seasonings $3 53
- zz i:v:eteners - $65
-$502
~-$268
1,038 30

Abs $ Growth (K) Abs $ Growth (K)
Latest 52WE Prior 52WE
3/26/23 3/27/22



What categories innovate the most?
10 Categories Are Responsible For 65% Of The Innovation Within The Grocery Department

What Do Highly Innovative
Categories Have In Common?

Most of these categories are
engrained in consumers’ dietary
routines, consumed either for fuel,
flavor or everyday enjoyment
Some of these categories also have
seasonal selling opportunities, such
as shelf stable candyand baking

mixes.



9 of the 10 most innovative categories
also experience the highest churn

What Traits Do Categories
With High Churn Share?

Many of the categories with the ]

highest churn also have the most
innovation. This speaks to the nature
of these high velocity categories & |
their heavily trafficked grocery aisles; ]

retailers must make space for new-
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SKUs to remain competitive. j

k-

Coffee And Wellness Bars Are Still Highly Competitive But Do Not Overlap In The Top 10
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Not all innovation works

Before After
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Why extend?

Brand extension is a standard approach that has become more critical in today’s environment

Standard CPG Growth Model... ...even more critical in today’s environment.
COST CONSUMER
PRESSURES EVOLUTION
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DISTRIBUTION VELOCITY EXTENSIONS CONCERNS VIEW
NEW BRAND NEW
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Brand extension through equity in adjacent categories
IS @ proven innovation strategy

“Natural Skin Moisturizers” Personal Care Category Extensions

' Prove Dove doesn't dey vour skin

the w Ay soap can.




How to Nail Your Innovation Strategy

Establish Brand Understand the Identify Your

Equity Guardrails Values-Oriented Shopper Big Bets

Identify guardrails for your entry Leverage the most important Cast a wide net with a data first
strategy based on brand equity and attributes for the leading-edge approach before going deep on any

strategic priorities. consumer. one innovation entry point.




Identify the most important brand attributes
to establish innovation criteria

What Attribute is aligned with your

Where are these attributes relevant?
brand equity/unique point of difference?
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whitespace opportunity



Establish the larger category context that fits with your brand equity

“Where does my brand have a right to Cleaning up Condiments
win/permission to play?

[HHAAN

TOMATO
KETCHUP




Consider any unique operational competitive advantages

Supply Sourcing Manufacturing

Strategic Relationships/
Distribution Channels

Packaging




Consumer preferences have evolved

Today’s shopper is values-oriented in their purchasing decisions

Natural
Natural &

Organic
Wellness, Clean,
Sustainability, Better for
People, Animals

Better-for-You
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49% of
o of consumers today are values-oriented shoppers

8 in 10 values-ori
. -oriented shoppers
ingredient sourcin pers stated that animal welf -
g was personally | elfare, environment
y important to them ntal welfare, labor/worke
’ r welfare, and/or

fy with Importance
Good for

s Oriented Shopper |denti

Good for Animals

% Value

Good for Good for People

39% 38%

of Consumers are Values-
Dietary

Ingredient Restrictions
Importance

Importance

Oriented Shoppers*
al Labor/Worker Welfare Animal

Ingredient Sourcing
Importance

Environment
Importance

Importance Welfare Importance




Values-oriented shoppers prioritize Health & Wellness Attributes across

top 10 purchase drivers

VALUES-ORIENTED
SHOPPERS

AVERAGE
SHOPPERS

Product Certifications

Nutritional Fact Panel

Ingredients

Promotion

Word of Mouth

Items on Display




Values-oriented shoppers are an important and valuable segment

Values-oriented shoppers are frequent shoppers who are always looking to explore new products

65

2.5X MORE FREQUENT : | &

of values-oriented shoppers
purchase groceries at least
once a week

N
of values-oriented shoppers are ; 5/ ¢
extremely or very adventurous = b
to try new brands/products z & \
¥




Values-oriented shoppers are willing to pay a premium

85% of values-oriented shoppers will pay more for Health & Wellness Attributes

% Values-oriented shopper willingness to pay premium for Health & Wellness Attribute

values-oriented
shoppers are
willing to pay a
premium for
Health & Wellness
attributes

Ingredients Flavors/ Presence of certain Label claims Product Nutritional

Sustainably Diet Types
Unique flavors functional ingredients Certifications Fact Panel

Sourced
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SPINS Attributes provide a lens into the important attributes
in each category

Trends Driving Innovation across Food & Beverage

Most Innovative Categories Organic, Focus
across Food & Beverage: on Farming;:

Wellness Bars

Simple, Low Sugar
Plant-Based Meat Alternatives Alternatives:

Produce

Convenience

Energy & Sports Drinks Focus:




Cast a wide net with a data-first approach to prioritize big bets

Using a data-based approach to filter out and identify the biggest size of prize for your brand

Subcategory Scan Results
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Using a data first approach to identify ideal category adjacencies
ensures resources are deployed most efficiently

Project Background Project Design Project Outcome

We executed an Innovation Scanto Prioritization and focus for R&D team
to design products for further
development within 2 subcategories -
Toaster Pastries & SS Baked Goods.

identify and prioritize adjacent
categories fora brand extension.
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How SPINS helps brands nail their innovation strategy

SPINS Innovation Stack: Discover more at growth@spins.com

INNOVATE
INSIDE CATEGORY

SPINS AttLab

Stack 1

Identify emerging trends within your
category to fill pipeline funnel

y Copyright © 2023 SPINS LLC.All Rights Reserved.

INNOVATE
OUTSIDE CATEGORY

Custom Data Extract
SPINS AttLab

Stack 3

Understand category dynamics of
a priority innovation category

Stack 2

Identify and prioritize adjacent
categories for brand extension



