L aTinurm

N ET W O R K

linked by knowledge.
powered by people.

This re

‘reproduced @
. 4

Market Shifts Driven by
the Acculturating
Hispanic Consumer



Cost-Effective Proven Formula:
Latnum The Network Model
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Latinum’s agenda and deliverables are
driven by member shared challenges,
generating synergies and scale

Latinum team delivers
network-wide initiatives in rich peer-to-
peer environment and company specific,
customized support delivered 1:1 in
confidential interactions

Membership includes unlimited access
to full suite of Latinum resources — no
extra cost for customized services
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% Company-Specific Analysis and Project Support
% Strategy and Advisory Support of Key Priorities
++ Executive Decision Support Service

» Category Performance and Growth Analysis

+ Key Segment and Demand Driver Analysis




@ Questions This Analysis Addresses
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What are the true dimensions of the U.S. Hispanic
commercial opportunity and emerging category hot spots?

How do we better understand and act upon the underlying
drivers of demand?

What insights do key market shifts give into the dynamic
nature of the opportunity?
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at are the true
dimensions of the U.S.
Hispanic commercial
opportunity and emerging
category hot spots?




& The U.S. consumer landscape
Latinum 1S changing dramatically
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@ A $120+ billion “new market”...
Latnum - still growing
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Total Hispanic household spending

$ Billions
$1,147
12011-14
growth
$967 ettt Jillustration*
$818 $149 T2008-11
et .Igrowth
$123 2005-08 illustration*

‘'growth

2005 2008 2011 estimate 2014 estimate




@ Hispanics drove 56% of real growth in a
o Stagnant U.S. consumer economy
crworx —petween 2005 and 2008

Real growth* contributions to the U.S. consumer economy
2008 $ billions

$6,094,697

Growth sources
" 100% = $92 billion

$6,002,807 0.5%

Non-
Hispanic |0

___________________________________________________________

2005 2008

* Inflation-adjusted growth to reflect underlying demand




@ Hispanic spending grew at 2x the rate of
= inflation while non-Hispanics

g .
rworx —parely cleared it

- Hispanic
- Non-Hispanic

ey growth rates -

6.4%

Population CAGR Consumer spending Consumer spending
CAGR real CAGR
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Selected categories: Hispanic price-
adjusted growth rate vs. current share

3-YrCAGR'05-'08
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Hispanic Percentage Current Share (X), Price-Adjusted 3-Year CAGR (Y), .
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Hispanics remain a bright spot in a food
Latinurm Industry facing headwinds
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Industry sales for food, beverage, and restaurants 2005-08
2008 $ billions
$911 -$2.9 $908 2005 2008 Change

Food $454 $469 +$15
Beverage $113 $114 +$1
Restaurants  $344 $325 -$19
Total $911 $908 -$2.9

2005 2008

Real growth by demographic segment (2005-2008)

New Hispanic consumption
i offset 84% of the negative real

growth across food, beverage,
and restaurants

-0.003%
-$2.9 billion

-2.4%
-$17.7 billion

Non-Hispanic Hispanic Total market




@ A Lens for Viewing the Importance of the
au—  Hispanic Market to Consumer Industry

NETWORK Cateiories

High

Hispanic
consumption
growth

Low

emand growth is

Low High

Non-Hispanic Consumption Growth




Hispanics are the major demographic

LE: growth driver for the food, beverage, and

nrnurT .

orwore  festaurantindustry
—%

R R E ——————— —

Hispanics represent the primary demographic growth opportunity for
62% ($566 billion) and an important opportunity for 27%
($244 billion) of the industry

Hispanic may be an opportunity

Hispanic is not currently (Quadrant A)
an opportunity
(Quadrant B)

100% = $911 billion

Hispanic is an important
opportunity
(Quadrant C)

Hispanic is primary
opportunity
(Quadrant D)




Hispanics are the primary demographic
=/ opportunity for a $566-billion majority of the food,
beverage, and restaurant industry
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Real demand created

Market size Hispanic market Real growth of Real growth of non- by Hispanics
$ Millions SEC) Hispanic market Hispanic market $ Millions
Affected food/beverage category 2008 2008 2005-2008 CAGR 2005-2008 CAGR 2005-2008
Fish and seafood $ 15,417 13.4% 10.2% -1.3% $ 524
Candy and chewing gum 19,644 10.8% 8.2% -1.7% 446
Other dairy products 31,518 10.1% 4.1% -0.2% 365
Canned/bottle fruit juice 14,508 17.4% 5.3% 0.1% 361
Beef 28,799 14.5% 3.0% -1.2% 359
Fresh milk and cream 20,269 13.1% 4.9% -0.2% 353
Cereal 23,092 13.1% 4.1% -2.2% 339
Crackers 8,565 10.3% 12.0% -0.1% 256
Noncola carbonated drinks 12,485 13.8% 5.4% -1.5% 251
Processed fruits 14,032 13.4% 3.4% -1.8% 178
Bananas 7,942 18.2% 4.0% -0.6% 162
Salad dressings 6,658 12.4% 7.4% -2.8% 159
Canned beans 3,578 15.3% 7.1% 0.2% 101
Citrus fruits, excluding oranges 4,499 21.6% 3.4% -0.1% 93
Bacon 7,192 11.9% 3.5% 0.0% 84
Frankfurters 5,015 14.2% 4.1% -2.9% 80
Fresh fruit juice 4,459 15.1% 3.1% -0.4% 58
Peanut butter 3,157 7.9% 8.4% -0.6% 54
Olives, pickles, relishes 2,054 12.6% 3.5% -2.0% 23
Roasted coffee 8,433 12.0% 0.3% -1.4% 9
Affected food-at-home cats $ 241,320 $4,254
Restaurants $ 325,370 10.7% 5.2% -2.5% $4,908
Total $ 566,690 $9,165

Consumer Exnenditure Survev




5 Hispanics are an important demographic
= growth opportunity for $245 billion of the
LaTinum  food, beverage, and restaurant industry
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Real Demand

Created by

Market size Hispanic  Real growth of Real growth of non- Hispanics

$ Millions market % Hispanic market Hispanic market $ Millions
Affected food/beverage category 2008 2005-2008 CAGR 2005-2008 CAGR 2005-2008
Frozen meals $ 10,859 12.2% 30.1% 18.2% $ 645
Poultry 19,175 15.2% 7.7% 3.5% 584
Pork 19,649 13.2% 8.4% 0.8% 556
Tea 7,901 12.6% 27.1% 9.1% 511
Fats and oils 12,595 13.5% 11.6% 0.7% 476
Fresh vegetables 25,542  13.1% 4.7% 2.8% 428
Ham (excluding canned) 8,130 15.0% 14.2% 4.4% 402
Miscellaneous prepared foods 21,640 20.3% 3.1% 2.6% 321
Noncarbonated fruit drinks 6,894 15.5% 10.9% 13.5% 285
Potato chips and other snacks 15,128 14.0% 5.6% 1.2% 278
Alcoholic beverages 53,558 7.6% 2.2% -0.8% 256
Oranges 6,134 16.5% 6.5% 3.7% 175
Eggs 6,156 16.7% 5.7% 0.5% 157
Fresh and canned vegetable juices 3,612 16.0% 10.6% 3.7% 150
Pasta, cornmeal, and other cereal 7,502 11.9% 5.6% 2.3% 135
Salt, seasonings, spices 4,377  19.4% 6.4% 8.7% 120
Frozen vegetables 8,366 9.9% 5.2% 5.5% 117
Artificial sweeteners 1,608 11.4% 36.3% 4.0% 111
Baby food 5211 30.3% 3.1% 4.9% 105
Mutton, goat, game 456  20.5% 33.8% 12.5% 45
Total $ 244,492 $ 5,858

© 2010 EcoNet Ve




& Mind the categories affected by diverging
Llatinurm - preferences or demographics
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For example, health and wellness trends reduce non-Hispanic
consumption of beef; but ethnic preferences buoy Hispanic spending

Acculturation
and economic
integration

Demographic
divergence |




Hispanics are important contributors to
Llatinum  the Household and Personal Goods industry
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Industry sales for household and personal goods 2005-08
2008 $ billions
o 8 FED
|

Household $284 $275 -$9
goods
Personal $290 $291 +$1
goods

2005 2008 Total $574 $566 $8

Real growth by demographic segment (2005-08)

New Hispanic consumption
offset 24% of the real growth
4.3% .
$2.4 billion decline across household and
personal goods

-1.9%
-$10.2 billion

Non-Hispanic Hispanic Total market




@ Hispanics are a major demographic growth
= driver for the Household and Personal
g .
crrwo e 200dS indust

Hispanics represent the primary demographic growth opportunity for 18%
($101 billion) and an important opportunity for 34%
($191 billion) of the industry

Hispanic is primary opportunity
(Quadrant D)

Hispanic may be an opportunity
(Quadrant A)

Hispanic is an important opportunity

Hispanic is not currently an opportunity (Quadrant C)

(Quadrant B)




?  Selected Industry Overviews
LaTinum
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Non-Hispanic growth Hispanic growth
(2005-08) (2005-08) Notes

Vehicle insurance 19.7%
($19.7 billion)

. 7.2%
Mortgage Interest ($27.8 billion)

Wireless service Sl
($55.7 billion)

Cable/Satellite TV -6.5%
service (-$4.0 billion)

36.3%
($3.9 billion)

14.3%
($6.2 billion)

71.4%
($12.6 billion)

21.0%
($1.5 billion)

Hispanics contributed a
disproportionate 17% of growth
to the vehicle insurance market.

Hispanics contributed a
disproportionate 18% of growth
to the mortgage market.

Hispanics contributed a
disproportionate18% of growth
to the wireless market.

New Hispanic consumption
offset 38% of the real growth
decline in cable/satellite
services.
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How do we better understand
and act upon the underlying
drivers of demand?

© 2010 EcoNet Ventures LLC.
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Incrementality in context

Definition of Hispanic consumer acculturation: the process by

Demographic effects

What categories they
consume or use most
 Size/nature of market
opportunity

Growth sources
Market shifts

Category development
Who buys what

Key segments

Category usage drivers

» Family structure

* Education

» Asset ownership

» Category specific drivers

which Hispanic consumers norm to the general population

Which products or services

suit them best

* Product life cycle matching

* Product targeting strategies

* Product design

» Complimentary products

* Regional vs. National
strategies

» Packaging

Product suitability drivers

» Consumer life stage

» Product or category
experience

» Taste and other preferences

© 2010 EcoNet Ventures LLC. All rights reserved.

Behavioral effects

How to influence their buying
decisions

» Brand awareness/perception

* Media mix

* Regional vs. National strategies
« Communication and messaging
« Distribution

» Shopper marketing

Buying decision drivers

* Media/channel usage

* |dentity, attitudes and other
psychographics

» Buying habits and shopper
experience




Lagm Explaining Hispanic spend patterns
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Latinum’s analytical process

Economic and culturally Rich data Culturally relevant
relevant variables sources Factor analysis drivers of spend

» Education T * Household composition?
» Occupation e diture S * Tastes?
« Number of children under 18 Xpenditure survey * Household assets?

16,000 households, « Age?
including 2,250 « Income?
Hispanic

* English proficiency

» Spanish preference

* Bicultural marriage

+ Ethnic self-identification
« Country of origin

+ Female role in household American Community

+ Extended family Survey

* Age 3m households,
* After-tax income including 450,000
* Home ownership Hispanic

« Citizenship

» Foreign born

* Yearsin U.S.

* etc.
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What moves together

« Number of children
» Multigenerational

Primary cultural
— factors that influence
category spend

* Highest education level
» Post-secondary education
» Occupation

Economic

achievement

» Percent of life spent in U.S.
Functional  Citizenship

LTl < English ability

« Language at home

Cultural factors that
— may explain consumer
behavior

© 2010 EcoNet Ventures LLC. All rights reserved.



& Latinum’s foundational spending
Larium - framework

N E S WV SE R i

Segments
Small Small family, Small family,
low economic high economic
achievement achievement
Family
structure

Large Large family, Large family,
low economic high economic
achievement achievement

Low High

Economic achievement
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Snapshot of segment attributes

Small family, | 3.5 m|II|on
low economic achievement | households

Average household size 2.0
Average adult age 50.1
Median household income $28,514

Householder or spouse college rate 5%

r
-0

Small family,
high economic achievement

3.4 million [ ———]
households

Average household size 2.1
Average adult age 45.3
Median household income $59,654

Householder or spouse college rate  95%

English-only home* 17% English-only home* 29%
s . ™ s . "
o Large family, | 3.4 million e Large family, | 3.6 million
low economic achievement | households high economic achievement | households
Average household size 4.7 Average household size 4.2
Average adult age 36.4 Average adult age 38.0
Median household income $37,680 Median household income $71,798

Householder or spouse college rate 4%

English-only home* 13%

Householder or spouse college rate  92%

English-only home* 25%

Note: Hispanic consumers in Quadrants 3 and 4 have spent a higher percentage of their life in the US on average than those in Quadrants 1 and 2. A

higher % of adults and children have also been born in the US.

Source: U.S. Census Bureau, Amerlcan Community Survey, 2006




Lagm Where the Money Is
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Percentage of

Hispanic
households Spending
$194 billion
Large family, . 27% (23.7%)
low economic
Small family, .
low economic 0 $125 billion
23% (15.2%)
$286 billion
0
Large family, 21% (35.0%)
high economic
Small family, $212 billion

high economic 23% (26.0%)




Spending patterns vary significantly by
latnum  segment
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As Hispanic consumers reach levels of economic achievement similar to non-Hispanics,
their spending patterns look more like non-Hispanic general market spending patterns

Household spending patterns Health
Entertainment
Food Shelter Utilities Transportation / Other discretionary
Large family, BRSSP 25% 20% 3%  20%  100%

low economic

Small family,
low economic

Large family,
high economic

Small family,
high economic

Non-Hispanic

20% 24% 16% 3% 23% 100%
15% 23% 19% 5% 26% 100%
16% 25% 16% 5% 27% 100%
16% 19% 16% 5% 30% 100%




- Example - frozen food preferences
g
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Frozen meals is the highest-growth food category among Hispanics, but the demand for frozen
food is driven by different drivers than in the general market: In the general market the number
of adults is driving the demand, but for Hispanics it is more influenced by the number of children.
Urban and professional Hispanics are also much more likely to buy frozen foods. It would seem

that busy Hispanic professionals are increasingly turning to frozen meals to feed their children

Relative importance of demand drivers for frozen meals
Standardized coefficient of demand

- Hispanic
- Non-Hispanic

0.20
0.17

Hispanic frozen meal
demand is created almost
entirely by children under

18 (4:1 child-to-adult

demand), while non-
Hispanic demand is most
heavily influenced by
adults (1:2)

No. of No. of

Professional Urban
children adults

Income
occupation

Note:

Several other factors influence overall demand, including urban living situations, parents’ disposable time, and household income; some of these
factors affect Hispanic decisions more acutely
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What insights do key market
shifts give into the dynamic
nature of the opportunity?




@  Spending growth is driven primarily by new
Latinurm - households
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Total Hispanic household spending
$ Billions

$818

I$123 2005-08 growth

3 Growth sources
100% = $123 billion
Growth in average

spend per
household

Growth in number
of households

Immigration :

2005 2008 New
. families




La_@ Higher economic achievers are ascendant
HndrT

N E S WV SE R i

Household growth  Household population

contribution CAGR 2005-08
Large family, . -14% -2.2%
low economic
Small family, .
low economic 40% 5.9%
Large family, 36% 5.3%
high economic
Small family, . -
high economic 38% 6.0%

Note: Between 2006 and 2008, 72% of Hispanic population growth came from new blrths and 28% from |mm|grat|on During this period,
|mm|grat|on showed an annualized decline of 6.2%, while new births acce
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spending shifts

Spend growth

High economic achievers are driving

Segment spend

contribution CAGR 2005-08

Large family, . 10% 2%
low economic
Small family, .
low economic 20% 8%
: 35% 7%
Large family,
high economic
Small family, - .
high economic 35% 6%




@ Family composition evolves over time
Latinurm - spent in the U.S.
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Influence of time in U.S. on family composition e
Thousands of households B small family, low economic
+ Small family, low economic dominate among more recent immigrant families [ ]
+ Large family, low economic dominate among immigrant families who have spent B small family, high economic

considerable time in the U.S.
+ Large family, high economic dominate among long settled or U.S.-born families

2,289.0

0-40% 40-80% 80-100%

Percentage of family ime spentin U.S.




@  Income distribution norms to non-Hispanic
Latinum  patterns over time
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Income distribution relative to time in the U.S.

Percent of
households
16% -
14% -
12% -
7/
10% -
8% - Percent of life
50 - ‘\ spentin the U.S,
—— Non-Hispanic
4% - 100%
0% - 70-80%
N
0% T T T T T T T T T T T T T T T 1 \

NS EQE G QF QR QR o QF oF QF QF X
IS S Sl I SR S R
Qr@r@r&rﬁDQ@@b‘?@Q@@'s v

NN

Income bracket
¢ Thousa




5 Wealth and asset effects:
larnum  the rise of the Hispanic middle class
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Hispanic household income distribution 2000-08 non-Hispanic income
Percent of households 30%
0, .
14% Middle-class 25% N ‘V—'A\ Trend ine
. 20% N\~
° 15%
5%
8% 0%
D O~ 0 00O 14 AN MM I 10D © I~ 00
DO OO OO ) O OO OO O o O O
6% D OO OO O OO OO OO O O O O
™ v 1 = AN AN N AN N N N N N
4% Decrease \ Percentage of households owning homes
in poverty
204 75%
70%
O% T T T T T T T T T T T T T T T 1 65% 68/0 Non-
O O O OO DD Q Hispanic
S OO0 0 0 0 0 0 0 0 0 0
O I O ¥ O < O ¥ 0O O ¥ 0o g 0o o S
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& Spanish Is Used In The Majority of
Latinum Households Across All Income Levels
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Household Language Preference by Income

Number of households

1,600,000

1,400,000

1,200,000

1,000,000 -

800,000 -

600,000 -

400,000 -

I | i
. . | | | | | | | | | | | | | | Spanish usage

\&@\e(&%f@e%@e@@%‘ﬁ&,, NS




@ Spanish usage persists over time

L aTinurm
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Household Language Usage by Time in U.S.

Number of households

7,000,000 -

6,000,000

5,000,000

4,000,000

3,000,000

2,000,000

1,000,000

English usage

Mixed usage

Spanish usage

0

0%

Percent of life spent in U.S.

10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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What this tells us about the opportunity

E— e

Most of the growth in the Hispanic population is from new births rather than
immigration and from families with higher levels of economic achievement,
representing an increase in the U.S.-born population and the average
percentage of life in the U.S.

Levels of economic achievement and income are norming over time to non-
Hispanic patterns (with education still an open question)

Family structures, on the other hand, are not as birth rates remain high and
the Hispanic population continues to skew much younger than the non-
Hispanic norm

The language picture is mixed — although household usage of Spanish
declines with longer time in the U.S., it remains widespread across
segments and English adoption rate varies significantly by region

These effects combine to create a market opportunity around growing
numbers of more affluent Hispanic households, who can still be reached as
Hispanics due to their cultural adherence as demonstrated by their
household Spanish usage

© 2010 EcoNet Ventures LLC. All rights reserved.



La_@ How to contact us
nnurT

N E S WV SE R i

LaTinurm

N ET W O R K

7700 Old Georgetown Road, Suite 830
Bethesda, Maryland 20814
240.482.8260
www.latinumnetwork.com

Michael Klein David Wellisch
Co-Founder Co-Founder

Email: dwellisch@latinumnetwork.com

Email: mklein@Ilatinumnetwork.com
Office: 240.482.8263 Office: 240.482.8261
LinkedIn: www.linkedin.com/pub/michael- LinkedIn: www.linkedin.com/pub/david-

wellisch/0/313/a35

klein/3/b99/948



http://www.latinumnetwork.com/

Professional Services Note

/These materials are solely for the use of The Latinum Network. No part of this document may be circulated, quoted, or
reproduced for distribution outside of the intended target audience without prior approval from The Latinum Network.

The Latinum Network has worked to ensure the accuracy of the information it provides to its members. However, the

Latinum Network is not engaged in rendering legal, accounting, or other professional services. Its reports should not be

construed as professional advice on any particular set of facts or circumstances. Members requiring such services are

advised to consult an appropriate professional. The Latinum Network is not responsible for any claims or losses that

may arise from a) any errors or omissions in their reports, whether caused by the Latinum Network or its sources, or b)
kreliance upon any recommendation made by the Latinum Network.
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7700 Old Georgetown Road, Suite 830
Bethesda, Maryland 20814
240.482.8260



http://www.latinumnetwork.com/

