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Craft Brewing: Micro Trends
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Last Time
AcracturedPremiumization
/Shifting Demographics
A_osing Share to Wine/Spirits

ASlowing Growth with
Variations




Solutions?

Meta : Recognize Change

ASlow growth industries are
different

1. High Growth Segments of Low
Growth Industries

2. Innovation

3. Take a Hard Look at Your
Differentiation




High Growth Segments of Low
Growth Industries

A. Style

B. Format

C. Channel

D. Price tier

E. Geographic
A. States
B. EXxports

F. Demographic

G. What else?




State Rank

IRI Group data, broadest
availablechannel

opl0

Middle 19

Bottom 10

Craft Share

(2015)

18.3%

8.0%

4.3%

Craft Growth

(2016)

-1.9%

7.1%

5.1%

Share of Craft

Share of Beer

Volume

29.6%

50.7%

19.8%

Volume

13.3%

49.8%

36.9%



Effectof Local ' volume Growtt Share Point

IRI Scan data, YT : SharePoints
1(2/25/16, MuLo+c Rate InMI Change vs Y/

MI| Brewers 26.1%

OtherCraft

OtherBeer




Innovation

-Studies show Investments In
Innovation/quality have
greater ROl In  slow growth
Industries

-lnnovation Vs trend
following




Variety, quality, and flavor options, are top
reasons why drinking more cratft

Which of the following are reasons you drinkre craft beer than a year ago?

Looking for more variety [ 65%
§ Looking for better quality I 60%
4 Looking for more flavor options I 580
More available in restaurants, bars, brewpubSTE 199%

There are more seasonal offering§ T 4104
§ Itis more available in the stores in which | shap i 319

More disposable income [ 17%
Looking for natural ingredientsf 0 15%

f ‘ Indicates increase or decrease of at least 4 points from 2016 vs 2015 survey

Source: Nielsen's Craft Beer Insights Poll (CIP) conducted June 2016 by Harris Poll (n=1DdiBkeraft n=555 weekly dtarinkers)



=
How much is too much? Some drinkers still want
more; others are satisfied

When choosing a craft beer to purchase, please describe the variety of each of the following
available to you in the store.

More Than Just
Enough Enough Enough

Container Type
Style/Flavor 23

31 53

Package Size

Amount of Craft Beer Items 32 27

Drinkers in the South want more. They were more likely to say there is not enough
Craft on shelf, total category items on shelf, styles/flavors, and brands.

Source: Nielsen's Craft Beer Insights Poll (CIP) conducted June 2016 by Harris Poll (n=1DdiBkeraft n=555 weekly dtalrinkers)



The World Today

AExperiential
ARotating

~ AHoppy




N T h i a&b&ut it this way,
coffee consumption in the
United States Is strong and we
are seeing more often than
not that millennial consumers
are more likely to go out to
buy their coffee or specialty
drinks than they are to make
itathome . O

- Forbes article about coffee



Beer Experiences:
Tourism and Taprooms




At home remains key location for craft beer drinkers,
with increases outside the home

Which of the following describe when you typically drink craft beer? Please select all that apply.

87% of TOTAL 93% of WEEKLY

AT HOME/AT A DD
Craft Beers Craft Beers
Drinkers w ﬁD Drinkers
A Al anct)'UTPOt'O'tR While eating out at a
recreational activity
GROWING RESTAURANT
OCCASIONS
During a craft brewing While out with m |
. y
FESTIVAL/EVENT fiends ata DOWN VS.
BAR/CLUB )
While visiting aCRAFT YEAR AGC
BREWERY 7

Insights Poll (CIP) conducted June 2016 by Harris Poll (n=1,M8nReaf; n=555 weekly craft dkery



millennials are adventurousgood for trial but you need )
Uz ©2NJ] KFNR 02 NbBuUFAY t2el t 0
environmentally conscious

Millennial | Millennial | Gen X | Boomer | Grt Gen
Top 2 box B buyers
Like to explore new/different producte: 61%  51% 44% 37% 25%
Prefer small/local brands 43% 32% 29% 24% 20%

Like to try new flavors 64% 53% 45% 35% 24%

A A |aI Millennial | Gen X | Boomer | Grt Gen

-willing to pay extra for products/
services from companies committedto  66%  53% 40% 33% 31%

positive social and environmental impa
{ A K Ya.( >

Source: 1) Nielsen Generations Stqdyomescan Panel; 2)Nielsen Consumer Confidence Study (Q1c2013l)Results




YoungTransitional®riving Craft

They consume well above average amounts of Craft Beethere are they? What
else do they buy? What are their lifestyles? Media preferences?

Craft Beer Target Consumers

Life Style
Affluent Modest

Cosmaopolitan Suburban Comfortable Struggling Working F'Ialp.RuraI
Centers Country Urban Cores Living
Spreads Towns

BehaviorStage

jﬁs";:'tﬁ ffn[]“n'é'f:“"h” dren Only < 6 127 151 137 101 95 51 110
Sl et O i 64 122 | 52 4 55
(oo o G ponc0 | 72 [ ¢ | ® | 0 | @ | @
E};:L?arl-?::t:rﬁ E:iﬂﬁ.l'f?sﬂ, HOH 40+ 94 138 116 50 56 48 89
e o 200 10 23¢ 172 [[EREERERIPET
'1"::;:‘;?";, Sﬁ:?:lﬁfmen, soon 58 124 114 81 90 52 103
T saa . o i, €51 3 33 11 8 24 9 19
T e G e 66 99 51
zsfl;::;;:n{):ﬂtswu Children, 65+ 61 71 &4 40 58 37 60
Total 143 140 119 78 a1 48 100

Source: Spectra BehaviorScape: Total Consumption/Spectra 2014 Oct (Advanced21WNCS Adult Volumetric 2014 I Consumer Target



How many, if any, craft breweries have you visited while traveling in the past

12 months?
60.0%
53.0%
50.0%
40.0%
Source:
NielsenCraft Insights Panel
(June 613, 2016)

30.0% 27.2%

20.0%

0 9.1%
10.0% 6.8%
4.0%
0.0% L

0 1or2 3to5 6to9 10+



Range of craft beer drinking frequency

% of Craft Beer Drinkers who drink Craft Beer at least several times a year

=

Weekly Craft Beer Drinker: 54% Less Than Weekly: 45%

25%

21% 22%

11% 12%

8%

Daily Several Atleast | Several Atleast Several
timesa oncea | timesa oncea timesa
week week month month year

G tSratG waS@SNrft GAYSa I eSFNXD ONI T

Source: Nielsen's Craft Beer Insights Poll (CIP) conducted June 2016 by Harris Poll (n=1DdiBkeraft n=555 weekly dtalrinkers) 17




50.0%

45.0%

40.0%

35.0%

30.0%

25.0%

20.0%

15.0%

10.0%

5.0%

0.0%

Percentage of Volume vs Percentage of Local Visits
by Frequency of Craft Consumption

Daily

More than Weekly

Weekly More than Monthly

m Volume m Visits

Monthly

A few Times a Year



After your visit(s) to a craft brewery, which of the
following describe how, Iif at all, your purchasing
habits of that <craft brew

Purchased a little or a lot more of that craft brewers products

70.0%

60.0%

50.0%
40.0%
30.0%
20.0%
10.0%

0.0%

More than Weekly Weekly More than Monthly Monthly A few Times a Yea




TTB Premise Use Data, 202016
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5,000,000

381,991 625,000 .
N [ ]

OnSite vs Outside the Brewer$ales
By Brewery Type

18,854,780

m Onsite m Distribution

3,302,063

900,000

225,000

Brewpub Microbrewery Regional

22,538,834

1,750,000

Total Craft



Draught Market, Kegs vs Premises U26062016
(% = Premises Use % of Draught Market)

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

9.7%
2.4% 2.9%
2006 2011 2016

m Premises Usem Kegs

0.0%



Michigan Production, 2002015 (TTB)
1,000,000

900,000
800,000
700,000

600,000

500,000
400,000
300,000
200,000
100,000
5 . No Data Available

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

m Premise Use m Bottles and Cans m Barrels and Kegs



Craft Consumption Frequency vs Frequency of Purchases of Unknown Brands

100%
90%
80%
70%
60%

m Always

50% :
40%
30%
20%
10%
0%

Daily More than Weekly Weekly More than Monthly Monthly A few Times a Year
Craft Consumption Frequency
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More Hops Please!
What Else?




IPA Volume Share d@@raft, 20112015

30.0 -
~2X 2011

25.0 -

20.0 -
15.0 -
10.0 -
5.0 -
0.0 - | | | |

2011 2012 2013 2014 2015




|IPA Cases, IRI MULO+C, 22015
25,000,000

~4X 2011
20,000,000 -

15,000,000 -

10,000,000 -
o J I I
O B N N N N

2011 2012 2013 2014 2015




IPA vs NoAPA Growth, 2012015, IRl MULO+C

36% of
Volume

Growth

m IPA Growth

= Non-IPA Growth




% Of Craft Volume Growth, YTD

o s BA Craft
Top 5 Craft

P us M
Growth Styles
IPA 74.8% 64.7%
SEASONAL -14.7% 30.5%
STOUT 4.6% 5.8%
DARK BEER -0.3% 5.7%
GOLDEN ALES 19.7% 4.9%

IRI Cratft

Top 5 Craft

D US M
Growth Styles
IPA 116.6% 81.3%
BELGIAN WITS -1.5% 7.2%
FRUIT/VEGGIE/

0] 0]

e 7.8% 6.4%
SCOTTISH 2.3% 5.0%

GOLDEN ALES 19.3% 4.9%



Craft IPA Dollar Sales by Price, Total U.S. Supermarkets CY 2015
$350,000,000- - 80.0%

- 70.0%
$300,000,000 60.9%

- 60.0%

$250,000,000-
- 50.0%
$200,000,000

- 40.0%

$150,000,000-

- 30.0%

$100,000,000- 28.1%

- 20.0%

$50,000,000-

- 10.0%

50 - ‘ ‘ B

< $35.99 $36.00 - $50.99 $51.00 - $65.99 > $66.00
mm Dollar Sales ss=Dollar Sales % Chg YA

Source: IRI InfoScan Total US FOOD 52 Weeks Ending December 27, 2015



CraftlPA Suibtyles Overview

Total US Food Channel

U CNHZA GKk+S3IIASK{LIAOSR Lt! QaStNEYII Ay GKS FlLaasai

DollarSale{ DollarShar¢Dollar Shar
Dollar Sales %ChgYA | of Craft IPA ChgYA

$205,404,963 15.8% | 61.8% | -3.7%
$60,604,301 6.9% 18.2% | -2.7%
$23,256,891 32.4% 7.0% 0.5%
$22,806,069 662.8% | 6.9% 5.8%

American

Imperial

Session

Fruit/\Veggie/Spiced

English N $10,248,716 55.3% 3.1% 0.6%
Belgian White I $6,793,466 6.7% 2.0% -0.3%
Other | $1,987,378 33.3% 0.6% 0.0%

Black | $1,383,763 -15.6% | 0.4% -0.2%

Source: IRI InfoScan Total US FOOD, YTD ending July 10, 2016



US Hop Acres, 1932016 (USDANASS)
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Hops by State, 2015 vs 2016

oeWA o#OR oID @ Restof US

2016




Change in Real Price and Change in Acreage Following Year20350
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CRAFT BEER PREFERENCES

(- P
(@ Gender Preference  (_) Sales Growth

@ ven @ women @ Female-to-Male Index

AFlat markets
still have
growth

A6 out of
these 7
styles have
seen growth
In 2016



Flavor and freshness are essential

How important are each of the following when choosing a craft beer to purchase?

% Craft Beer Drinkers Saying Very/Somewhat Important

95%
718%
75%
68%
63%
63%

99% FLAVOR 609

f ‘ Indicates increase or decrease compared to 2015 survey

Freshness

Aroma
Ingredients
Bitterness§
Appearancey
Made bind Brewer
Locally Made

Source: Nielsen's Craft Beer Insights Poll (CIP) conducted June 2016 by Harris Poll (n=1DdiBkeraft n=555 weekly dtarinkers)

37



Craft Packaging




How much is too mucéhBiggest Gap in Container Type.

When choosing a craft beer to purchase, please describe the variety of each of the following
available to you in the store.

More Than Just
Enough Enough Enough

Container Type

Style/Flavor 23

:

Package Size

Amount of Craft Beer Iltems 32 41 27

Source: Nielsen's Craft Beer Insights Poll (CIP) conducted June 2016 by Harris Poll (n=1DdiBkeraft n=555 weekly dtalrinkers) *



Opportunity to educate and communicate benefits of
guality and freshness in can

Which reasons would you consider when buying craft beer in a can or bottle packaging?

BOTTLE

25%
47%
45%
23%
23%

Freshness--
Convenienct
Value

al

-

CAN

-+ 490 Taste
-+ 6% Qualityt
> /00 Freshnesg

23% CONVENIENGE
16% Valuet

4 Indicates increase compared to 2015 survey
Source: Nielsen's Craft Beer Insights Poll (CIP) conducted June 2016 by Harris Poll (n=1DdiBkeraft n=555 weekly dtarinkers)

EITHER

29% Taste

34% Quality
32% Freshness
36% Convenience
42% VALUE

40






