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Introduction

Protein products are increasingly being marketed in supermarkets to ordinary people. Do
they serve any real purpose for non-athletes?

The "sport-related" protein product sector is booming. It's estimated that the world will be
chewing and gulping down £8bn a year of bars, drinks, and other supplements by 2017.

But there's now a wave of products where the branding marks a departure from the
traditional world of the protein supplement.

The classic protein drinks have usually been characterised by displays of over-sized bottles
and tubs, often with labels depicting rippling torsos. The powders and bars targeted
hardcore gym-goers and amateur athletes.

The typical customer was someone who wanted to build muscle and aid recovery after a
serious workout.

But the latest generation is positioned more around healthy lifestyle.

In the UK, a "high protein dairy drink" called Upbeat is the latest product to get a big
marketing push. It follows the path blazed by For Goodness Shakes, a drink primarily aimed
at gym-goers and athletes that was picked up by a wider pool of buyers.

Similar lifestyle protein products can be seen in the US on the shelves of the likes of Wal-
Mart, K-Mart, Walgreens, and CVS.



Market

Protein products dominate sales globally

Traditional protein powder account for the lion’s share of global category sales
BIProtein is the most accessible and understandable sports nutrition ingredient

EINon-protein products are beloved by the core users, but can be a harder sell for casual
users

Global Sales (US$, RSP) by
Category, 2008 vs 2013
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The United States dominates the global market
The United States accounts for over 60% of global sales
American consumers are open to supplementation and increasingly invested in fitness

US benefits from high incomes, lax regulations, and world-class fitness and athletics
infrastructure

US Sales (US$, RSP) by Category,
2008-2013
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Canada is the world’s sixth-largest market, despite a population of only 35 million

Value sales are expected to grow by over USS$40 million to US$234 million through 2018



In addition to sophisticated domestic producers, Canada benefits from direct investment by
top US producers

Canadian Sales (US$, RSP) by
Category, 2008 vs 2013
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Consumption of sports nutrition is highest in the most developed markets
Sporting culture and supplement regulation play a considerable role in usage
High price points are a barrier to experimentation in low-income markets

Institutional sales (not tracked) are considerable in some developing markets

E-commerce Market Share Report: Protein Supplements

1010data’s Ecom Insights team recently analyzed online sales in the health supplement
industry for the past 12 months ending June 2015. The data was gathered from purchases
anonymously tracked by 1010data’s consumer online shopping panel consisting of millions
of consumers in the U.S.



What we found is that online shoppers love protein. We estimate that consumers spend

about $1.4 billion per year online on health supplements in the U.S. and has grown by over
30% in the past 18 months. In the past 12 months, we estimate that consumers purchased
55 million units of over 34,000 distinct health supplement items at an average price of $25.
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Health Supplement Spending Breakdown

We estimate $340M, or 25% of spending, was on protein supplements in the form of powder
and bars, with powder making up $250M.

i Protein Supplements

i All Other Supplements




Over 10 million units of protein powder and bars were purchased at an average price of $34
per unit.

The clear market leader in online sales of protein, with a dominating 42% market share, is
Optimum Nutrition (ON). ON has 3 times the share of its next closest competitor, Quest
Nutrition, who makes Quest Bars, and has 13% market share. Over 670 brands make up the
remaining 45% of this fragmented market with no single company having more than 4%
share.

& Optimum Nutrition
i Quest Nutrition
“BSN
i Now
& CLIF Bar
i Body Fortress
i Muscle Pharm
W Eas
MET-Rx
& Pure Protein

.. All Other Brands

So how is Optimum Nutrition dominating the protein market with 42% share? Since almost
all of their volume is coming from Amazon, we need to look there to find out. With Amazon
Marketplace included, Amazon does a staggering 98% of the dollar volume of protein
supplement sales online in the U.S.



i amazon.com

i costco.com

« drugstore.com
i walmart.com
L target.com
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When analyzing how a brand is winning online, the first place to look is where they are
selling so much. We just mentioned above, it's on Amazon. Then we look at the “4 Ps” as
they are often called in retail: pricing, placement, promotion, and product.

By process of elimination, we can figure out what’s going on. It’s not low pricing that’s
causing success. At a $57 price point, Optimum Nutrition costs more than any of the other
top 10 protein products. It’s not aggressive promotion (i.e. ad dollars). A search on Google or
the banner ad tracker Moat reveals no advertising being done by Optimum Nutrition.

It’s probably not the product being far superior. I'm sure it’s a great product, but it doesn’t
appear to be drastically different in quality or consumer rating than the other top
competitors. Of the top 10 ranked protein supplements, they all have 4 or 4.5 star ratings
and hundreds or thousands of reviews.

Also, see the image below. Both products are chocolate flavored, protein powder, 5 pounds,
with a 4.5 star rating, and both have “Best Seller” flags. But, ON costs $9 more and outsells
BSN by 8 times in unit volume



See Flavor & Size Options See Flavor & Size Options

Optimum Nutrition 100% Whey BSN SYNTHA-6 Protein Powder -
Gold Standard, Double Rich Chocolate Milkshake, 5.0 Ib (48
Chocolate, 5 Pound Servings)

by Optimum Nutrition by BSN Sports
$57.99 $82.45 /Prime $48.01 ($9.60/Pound) $53-69 «/Prime
Get it by Friday, Aug 7 Only 4 left in stock - order soon.

More Buying Choices More Buying Choices
$57.98 new (53 offers) $48.01 new (33 offers)

Gal=EH &I in Sports Nutrition Whey cal=EHEEIEE in Sports Nutrition Protein
Protein Powders Powder Blends
Show only Optimum Nutrition items Show only BSN Sports items
RRRRYT ~ 10,336 RRR R ~ 4,054

So that leaves placement. When you search for “protein” on Amazon, Optimum Nutrition is
the #1 result with, as of July 30, 2015, over 10,000 reviews and a 4.5 star rating. As
mentioned, they are also marked with the highly coveted (by sellers) orange Amazon “Best
Seller” tag for the Sports Nutrition Whey Protein Powders category. That tag surely helps
increase their conversion rates.

While a great product and a competitive price are important, the single greatest factor
causing Optimum Nutrition’s success appears to their #1 rank in searches for protein. That
#1 rank, combined with a “best seller” flag from Amazon, along with over 10,000 reviews,
appears to be causing consumers to pick that product, further entrenching them as the top
ranking product in the search results. From personal experience, anecdotal for this analysis
of course, | often pick the best seller if I'm unsure which product to pick as long as it has a
4.5+ star review, so ON’s success from great placement isn’t that surprising to me.



What this analysis tells me is that for protein supplements (probably many retail categories),
consumers overwhelmingly choose the product that already appears to be the most popular.
Makes sense to me. Must be really good if so many people are buying it.

| wish | had a more profound recommendation to ON’s competitors on how to compete with
them. But in this case, if Optimum Nutrition’s competitors want to unseat the undisputed
market leader, the data tells us that it’s simply a matter of figuring out a way to bump ON
from that top spot.

It would probably cost millions of dollars in promotion to generate the volume to do that,
but then you could coast on the organic sales from being in the #1 spot with the “best seller”
flag. (At least until someone else tries the same approach to unseat you.)

)

In summary, it appears that being the #1 ranking product on Amazon searches for protein or
protein powder is helping Optimum Nutrition totally dominate the market. Of course they
probably got there by having a great product with great reviews combined with effective
marketing. We have seen this in other cases too, such as dog food, where Taste of the Wild,
having the #1 spot on Amazon searches for dog food, enjoys 15% market share in dollars for
dog food. More on the dog and cat food space in a separate blog post.

Protein powders: The heavyweight in the $16bn sports nutrition market

Sports nutrition protein products continue to grow globally
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« US$5.6 billion « US$837 million « US$766 million « US$75 million

« 9% forecasted » 7% forecasted « 15% forecasted « 6% forecasted
CAGR CAGR CAGR CAGR
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http://www.nutraingredients-usa.com/Markets/Protein-powders-The-heavyweight-in-the-16bn-sports-nutrition-market?utm_source=copyright&utm_medium=OnSite&utm_campaign=copyright

The US market for sports nutrition plus energy/nutrition bars and sports drinks is set to
cruise past $20 billion by 2020, says Euromonitor International, but which segments are
driving growth, and how is the ‘regimentation of fithess’ influencing product
development?

According to Euromonitor, the sports nutrition category in the US is $6.7 billion, and add in the
$2.5 billion energy and nutrition bar category and the $6.9 billion sports drink category and
you're looking at a current market worth $16 billion.

Sports protein powders make up 70% of that (at 54.7 billion). Sports protein RTD is the next most
significant category at $785 million. These categories are expected to grow to $7.5 billion and
51.1 billion by 2020 (see figure 1 below).

“We're still seeing huge interest in protein powders,” Chris Schmidt, consumer health analyst at
Euromonitor International, told Nutralngredients-USA. “While a fon of general health, non-sports-
focused brands have appeared, the sports brands are growing very strongly, as well.

“In addition to strong sales online, a number of brands have pushed into mass channels and
companies like lovate and NBTY even have stand-alone, mass facing brands (Six Star and Body
Fortress, respectively) that have grown rapidly in retailers like Walmart and Walgreens/CV5 in
the last several years.”

The regimentation of fitness

Schmidt noted that, while body builders and elite athletes still make up the bulk of sales for many
traditional brands, the category has benefitted greatly from growing interest among more casual
EXErcisers.

“One of trends really pushing this is the on-going regimentation of fitness,” he added, “which is
leading more Average Joes/Janes to participate in more standardized, rigorous exercise, like
obstacle races, CrossFif, boot camps, efc. and opening them to supplementation (especially
considering sports nutrition brands are increasingly targeting these events with sponsorships,
sampling, etc. and therefare taking a bit of the category’'s ‘edge’ off).”
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Added protein health and wellness packaged foods
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Figure 1. All data for 2015 and 2020, except Sports Drinks, which is for 2014 and projections for 2018.
Source: Euromonitor International.
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Category hierarchy

Consumer Health
— US$206 billion

Vitamins and Weight

Dietary Sports Nutrition — Management —

Supplements — US$9 billion —
US$84 billion US$14 billion

o e Meal
Protein Protein Replacement

Supplements — Products - $7 : A
US$2 billion billion r e

Sports drinks

Another significant category is sports drinks (think Gatorade and Powerade), which was valued at
$6.9 billion in 2014 by Euromonitor, and expected to grow to $7.3 billion by 2019.

Interestingly. flavor is a major marketing tool for these products, according to data from Label
Insights: For the 295 products positioned as sports drinks in its database, the most common
marketing claim is natural flavored. Electrolyte and vitamin claims are less common, according to
the Label Insights data (see figure 2 below).

Marketing Claims Attributes
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Naturally Calone Vitamin C  Artificially  Electrolytes Vnann Less than  Sodum
Flavored Claim Performance Free Claim Flavored Claim Claim
Claim Claim Clam Claim Caloties
Per
Serve
Claim

Figure 2. Marketing claims for sports drinks. Source: Label Insight
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Recovery products, marketing claims

Protein also dominates the recovery category, with more data from Label Insights showing that,
of the 2,056 in their database positioned for ‘energy, protein and muscle recovery drinks’, protein
is the most common marketing claim, closely followed by gluten-free. Again, flavor ranks highly,
but with both naturally and artificially flavored in the top 5 most common marketing claims (see
figures 3 & 4 below).

Marketing Claims Attributes
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Figure 3. Marketing clainns for energy, protein and muscle recovery drinks. Source: Label Insight

Product Categories

750

20
0
Ill---_

Health & Health & Health & Health & Health & Healh & Health & Heakh & Health &
Recovery - Recovery - Recovery- Recovery- Recovery- Recovery- Recovery- Recovery. Recovery-

Produtts

Other Protein Protein Dnnks Nutrition Energy Recovery Energy Recovery
Drnks, Mixes & Drinks Onink Drinks Mixes & Shots Drinks
Powders & Powders Powders
Supplements

Figure 4. Product categories for energy, protein and muscle recovery drinks. Source: Label Insight

http://www.nutraingredients-usa.com/Markets/Protein-powders-The-heavyweight-in-the-

16bn-sports-nutrition-market
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Snapshot Summary of Market Trends & Drivers

The United States represents the largest
market worldwide. Asia-Pacific ranks as
the fastest growing market with a CAGR
of about 12.5% over the analysis period

Emphasis on Leading Active Lifestyles
Spurs Consumption of Nutrition
Supplements

Mounting Healthcare Costs & Focus on
Preventive Healthcare to Aid Market
Expansion Beyond Traditional Customers

Protein Supplements to Witness Strong
Growth in the Sports Nutrition Market

Rise in Bone & Cognitive Disorders Fuels
Demand for Magnesium Mineral
Supplements

Caffeine-Free Nutrition Supplements Grow
in Popularity

Increased Investments in Product
Innovation to Benefit Growth

http://www.slideshare.net/GloballndustryAnalystsinc/sports-and-fitness-nutrition-

supplements-a-global-strategic-business-report

Global Vitamin and Supplement Market Share, (%), 2013

u U.S.
= Western Europe
» Others

® Japan

Latin America ® Eastern Europe
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Top Vitamin and Supplement Companies’ Market Share (%), 2013

5:3%

3,6%
34%
34%

= Amway Corp (U.5.) ® Pfizer Consumer Health Care (U.5.)
= NBTY Inc (U.5.) Herbalife (U.5.)
= Others

Top 5 Sources of U.S. Vitamin Imports

INDIA

3%
NETHERLANDS

3%
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Who was who in 20137 Competitive results of top companies*

OTC Vitamins and Dietary Supplements
Compny s USt il COmPaRY o3 US% ilion
Johnson & Johnson Ine 7,911 Amway Corp 4.444
Bayer AG 4,518 Pfizer Inc 2,528
GlaxoSmithKline Ple 4,281 NBTY Inc 2188
Novarlis AG 4,102 Bayer AG 1,960
Sanofi 2,460 Herbalife Ltd 1,633
Weight Management Sports Nutrition
Company Global rsp share* Company Global rsp share®
2013 US$ million 2013 US$ million
Herbalife Lid 3,401 Glanbia Ple 1,096
Kellogg Co 439 Cytoport Ine 574
Unilever Group 418 General Nutrition Centers 399
Atkins Nutritionals Inc 258 NBTY Inc 312
Abbott Laboratories Inc 229 GlaxoSmithKline Ple 180

Note: “2013 provisional figures based on Euromonidor Inlematonals estmales and coporste reports

Vitamins and dietary supplements to help extend longevity

* Nutritional deficiencies
tend to develop as people
age. Consequently, dietary
supplements aiming to
help elderly people meet
their nutritional needs are
expected to be in higher
demand.

* Within this context, the
maintenance of good sight,
stronger bones, an efficient
digestive system, a healthy
circulatory system, and
firm muscles in old age will
be key drivers of growth
for vitamins and dietary
supplements.

Global Vitamins and Dietary Supplements
Retail Value RSP (US$) 2008/2013/2018

0,000
60,000
€ 50,000
40,000 1
30,000
20,000 1
10,0400 4
0
2008 203 208
® Dietary Supplements  ® Vitamins
Dietary Supplements for the 2013 retail value % CAGR
Maintenance of Good Health  rsp (US$ million) 2013-2018
Calcium supplements 5,631 39
Fish oils/omega fatty acids 3,886 82
Probiotic supplements 3,249 8.5
Protein supplements 2,051 9.8
Eye health supplements 1,217 5.8
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Segmentation is
intensifying

Consumer
education is key

Cross-
functionality sells

Still room for
growth

« Know your consumer and their need states

«» Avoid the communication extremes of hyperbole and over-
generalization

» Muscle health is not the only benefit

« Highlighting lesser known benefits can help justify price
premiums

« Protein is not the only thing consumers are looking for
« Protein concerns overlap closely with other functional

ingredients

. Sugplement categories are growing quickly across mature
and emerging markets

«» High-protein foods will continue to outperform standard
versions

Protein supplements — one of the fastest-growing VDS categories

*One of the fastest-growing
vitamins and dietary
supplements categories

*The category features an
extensive amount of
formulation innovation

* Most brands target the image-
and health-focused, not
necessarily athletes

Protein Supplement Sales (US$, RSP)
by Market, 2008-2013
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Per Household Consumption
(US$, RSP) by Market, 2013

Australia
USA
Norway
Sweden
New Zealand
Finland
United Kingdom
Canada mmm
Hong Kong, China Il
Denmark
World Average W

0 15 30 45 60
US$ per household

GI‘OWth iS truly « The US plays an outsized role in the industry’s development
global

« There are large and rapidly growing markets in every
geographic region

Consumers are « New consumers and new need states are redefining the

rapidly market

) « Itis possible to target multiple demographics without losing
segmenting credibility

« New exercise concepts are changing how consumer think of

Promote “fitness”

functional 1ty . gér;)ss-flmctiona] products appeal most to the active nutrition

. . . Co interest in i ients, formulati Erw—
Educatlon remains Stogl?,eflilse ;rmo“en'ng in ingredients, form ons and bran

key « Education can promote connection to a brand and justify
higher prices
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Global sports nutrition forecasted growth

Global Sports Nutrition Sales (US$, RSP), 2013-2018
14,000

12,000
10,000
8,000 |
6,000 |
4,000
2,000
0 2015

2013 2014 2016 2017 2018

US$ million

m Powder mNon-Protein Products ®mRTD ®Protein Bars m Other Protein

Health and wellness positioning

Global Health and Wellness Sales (US$
billion, RSP) by Positioning, 2013

General Wellbeing — N, Food Intolerance —
US$ 406 billion \ , US$10 billion

Weight Management — (:?— Cardiovascu]_ar.Health =
US$ 156 billion ) US$7 billion

Digestive Health — Immune Support —
US$79 billion US$2 billion

% Energy Boosting — @ Urinary Tract Health —
US$31 billion US$1 billion

(7 Oral/ Respiratg;ﬁ'iﬂealth — US$22 Brain/Memory Health — US$500
: i

on million

e Endurance — Beauty from Within —
US$20 billion US$400 million
Bone and Joint Health — Vision Health —
US$14 billion US$10 million
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MARKET-SPECIFIC TRENDS

Industry growth: 10+ years of
outperformance, led by internet

Usage: Growing usage rates among
American public, though significant
opportunities remain

Industry risk/reward: challenges — NDI
stalemate, rising commodity costs, product
adulteration — more than offset by
opportunities — personalization, rise of
integrative medicine, innovation, etc.
M&A: Continued industry consolidation at
robust valuations

PRODUCT/CHANNEL TRENDS

Channels: VMHS in natural channel grew
13.5% to $1B; $10B+ conventional channel
grew 7 5%

Products: Vitamins/supplements still
dominant in mass (90% of VMHS sales),
while they account for 78% in natural,
significant growth continues despite scale
Spedific products/ingredients demonstrating
strong growth: Plant proteins, ancient grains,
probiotics, herbs and whole food
supplements, sports nutrition
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U.S. SUPPLEMENT INDUSTRY RETAIL SALES

$358 $3248

301 $2698 $2878 ——
$2548

$3498

58 $2388

251
$22.

0151808 $18.78

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012E 2013E
% Growh 38% S5B% 30% 46% 54% 59% 64% 60% 68% S51% 75% 75%

* The US. supplement industry has seen a compound annual growth rate of 5.2% over the last decade (vs. ~1.7% real U.S.
GDP growh from 2003-2012)

* In 2013, NBJ anficipates a continuation of the strong growth rale seen in 2012E as VMHS continue to mowe into he
mainstream

Protein in sports nutrition

= Protein remains the bedrock of the sports nutrition category

* Protein powder dominates protein products, but convenience formats are growing
rapidly

=Convenience formats serve as a gateway to the category for more casual users

US Sports Nutrition Protein Product Sales by Type, 2013

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
mPowder mRTD mProtein Bars mOther Protein
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SUPPLEMENT SALES & GROWTH BY PRODUCT

2012 SUPPLEMENT SALESBY PRODUCT TYPE 2012 SUPPLEMENT SALES GROWTH BY PROOUCT TYPE

uam
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Mos Spors Spociaity Mote & Veamies  Minoras

SUPPLEMENT SALES BY CHANNEL N

N\

2012E SUPPLEMENT SALESBY CHANMEL 2012¢ SUPPLEMENT SALES GROWTHBY CHANNEL Q
S4B
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Close to 70% of US. adults use supplements, with reasons for use varying depending on demographics and

CONSUMER TRENDS AND INSIGHTS

US. SUPPLEMENT USAGE' SUPPLEM ENTUSE MOTIVATIONS

e Arecent national study” found that the most commonly
reported reasons Americans cile for using supplements
inchude “improving overall health™ (45%) and
“mantaining overall health” (33%)

*  Another recent survey’ showed that he top 5 reasons
people choose b take supplements include:

1. “To feel boter ~ 41%

2. "To improve overall energy” - 41%

3. “To boost their mmune system” — 36%
4. “For digestive issues” - 28%

5. “To lower chalesterol” - 21%

o Adults 60 years of age and oider are more lkely than
younger people o report motvatons related b
condon-specific reasons like heart, bone and joint,
and eye heat. Older adults are also more likely 1o take

Supplement usage has remained fairly steady in picomssmtsmgieebpb ey

recent years with a sizeable portion of the o Supglement usage based on he advice or

American population placing value on their recommendation of a healthcare provider only accounts

health benefits for 23% of supplement use

* Use of supplements has been shown 1o correlate with
Gvorable health and kestyle choices including non-

Sarme (V) Counal he Re g b Nittion 2012 Conmamer Suvey on Dutery Suppmuns NIANE S | m'm “ h"‘ hmw"m
PEOANES I NMANESIE and NOANE S 090 2000 () JAVA ntend Medane - Feb 2013 - WhyU S Aduts Use
Ovtary Suppmmnts (3 AMA numed Medons - 02 - Users Vs o Owtary Supglemenis’

other factors

P A I B S

\
N\
SUPPLEHEIT IIIIISTRY OVERVIEW . =Y FABTS & FIGURES :
/\ )
N
The supplement industry will likely benefit from the agi /w,/ S. population and an increasing focus on N\
\
preventative i.rm./r and alternatives to prescription medicines N
N
\
DEMOGRAPHICS & PlPllI.AmN TRENDS N
\
N
NATIONAL HEALTH EXPENDITURE S INCIDENCE OF CHRONIC HEALTH ISSUE SBY AGE A
e ——————————— I— e —————————— - —
a0
$3.00084 m
us
pope aks) L300
20004
$13778 +200
1.0004
$7248 L 100
o

1960 1970 1980 1990 2000 2010

Natonal health expendiures have outpaced overall population growih
nearty tenfold over the last 5 decades. Since 1960, the U.S. papulation
has grown about 1% each year, while hedth expenditures have
Increased at a compound annual growth rate of 9.5%, lrgely due tothe
aging population and the rise in obesty and dther epidemics.
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2012 SPINS RETAIL SALES UPDATE /\T RENDS

Consistent with the NB] data, SPINS reports 8% growth in retail sales of VMHS in 2012, with the

I outnerfor
inel outperforming

SPINS VMHS PRODUCT AND CHANNEL TRENDS

natural

P YLLELIELL LSS

= e msuo 2012 SPINS PRODUCT TRENDS
tums 0% - o poon
] PRSP - In2012, & nted for 89% dof total VMHS
sales tracked by SPINS. Leading categ within ths
ready--annk replacements , 100d supplement o, and
mult-wtaming. See page 15 for growh drivers.
- Herts & Homeopathic accounts for 11% of tal 2012 VMHS sales
s1048 tracked by SPINS, with ths share remaining steady over the last 3
4% years. Leading product categones within this segment include cad
7702 and fiutm system formutas, herbal singles., and homeopathic
chiiren’'s and allergy & respratory medianes. Please see page 16,
2012 SPINS CHANNEL TRENDS
B 76% 0% | 2012 Totsts _
wmmummmm Waiman® included, the
oor dominates, ning for 91% of SPINS-
vacked sales in 2012,
- Naturd

Corveraoral
% of Towd nam AR

ﬂ’\l

2012 SPINS RETAIL SALES UPDATE  TRENDS

* Given srong growh in he natural channel over the last 3 years,
he channel has Increased a a percentage of total VIMHS retad
sales.

* Whole Foods, which is exchuded fom hese fgures, is estimated
© be as lrge as e natural channel ex-VWhole Foods,

-~ Specalty Gourmet*

* While a smal percentage of total sales (less han 0.5%), growh
Is strong and Specalty Gourmet is becoming a mare recogned
channel for supplement sales .
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= Herts & Homeopathe
+ Strongest n he Natwral channel, accounting for 22% of total
VMHS sales; Herbs & Homeopathic also grew most rapidly in
natural (up 12.5%).
+ Smalest share in he Conventional channed, only accountng fo
10% of total sales.

- Vitanins & Supplements
+ Strongest n he Conventonal channel, accounting for 90% of
total sales.
+ Smalest share in Natural (78% of total sales), although the
svongest growth of all channels at 13.8%.
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2012 SPINS RETAIL SALES UPDATE  TRENDS

Sales grew in nearly all product subcategories® across VMHS in 2012

DEPARTMENT GAINS AND LOSSES
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Ly Nutrioral yeast and trewer's yeast are oflen used as asalt
Yemst Prodics . 2re atemative fr taste, whie 50 providng addtons! nutional value.
c $27.50 21.0% Use of reatne supplements by waghifiers, todytulders. and

norems ngy mansean consumens is driving growth in this categary
The hormaone meliionin is a leader in natluml sieep products and has

m&wmm‘ $164.4M " 265% 50 b0en shown 1 saudes 1 be benedcal  ree heat
Powdered Meal Repiacements se024M  216% porssgprTe dam . P -
The dermographics of he hpc o sparts supplement user has expanded
Other Spors Supplements $37.0M 2% 0 incude women and youlh, as well a3 new iness categaries
Shelf-stdle ecnadogy and ofher imovtions pramise 1o keep s
Y oSS Prebiotics and Probiotcs $436.5M 211% citagiey on O fesl Seck i henent stvenl yaurs.
4L
A 4D
55 4 Soy & an dlergen for many pecple. Concems over GMO contert and
Y. Soy Sugplements “am -168% esvogens in 50y may dso be contibuing acion.
Overfshing of many endangered spocies and hgh mercury levels found
Cantiage Products $0.5M 443% n shark combined with non deneficial sciertiéc findings in regards
cancer have steerd consumens away.
We may see a irnaround n wiamn E sales in 2013, a5 several momnt
Viamin € $93.5M -135% studies have shown banetls for heart, basin, and iver health.
Fber Products & Laxatves sesM  85% st & s oo O
Consumers are becaming aware fat high levels of caloum may not be
cvm"m. '_'_Fa'“‘- o Sadzam - 13% e mast eflectve way b gramole bane heath o
p— Alos P $31.8M 40% The dacline in doe products can be Avbuied 1 the decine of laxatve

based deanse products.
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2012 SPINS RETAIL SALES UPDATE  INGREDIENTS

Across the supplement industry, several stand-out ingredients drove growth

INGREDIENT TRENDS

VL L L IIIIVIIIIA

SUBCATEGDRY 0LSAES  2012R0NTH _CoMwews
A
oo Srong lirk s 10 dgesive health have driven rabust growth aver e
Probiotic Supplement $440m 204% st fow yenss, athough growh is now siowing, similar 10 fish ol
Studes show mik p waight e
Mik Protein $570M 19.9% syrthess. and blood glcose contrd. Many food manufactumrsare
mnmnw-, A © o alue
AMutisource proteins, popular with body builders, are puported © be
Mu§-Source Protein sr2an 124% #marbed mare efectvely by he body because he dfierert raten
with'without Soy $2354 260% nmdwﬂn!dlhm:. .
7-Keo M 699.9% Shown © ad inwaght bss and lean musde buldng wihast hypical sde
effects.
Referred 0 as “Golden Roof or “Arcic Roof, Rhodiols is knoan as a
Rnodoia SoM 3066% naturd ans-depressart. =
Recert studes have ot cedence 10 T uted benelts of Camosne
Camasine & Metaboltes $1M B1.4% inchuding an$-aging effects. and ie ¢ pan extension
anmmdumuwu
Blueberry M 2827% wiloe " % © ot stades
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* INPLICATIONS FOR GROWTH

The industry tailwinds; product, channel, and ingredient trends; consolidation; and competitive dynamics

/
7
4

,prvr,,l(ur)wmn/hnl.(I'I\up wt provide several considerations for growth
p

2o 7/
v 7,

« FOM s domnant et + Contnuedatiractveness + Consumers seeiing ways ©
cowded, competive) of US. market; high identfy quality products
channd m:‘mm + FTC sondiny of claims

* Natural and healthcare * Large companies srorg

md are * IntemstinUS. md m."mm
Delwethers of innovaton, overseas; death Capbates At gopansty b

« Highest growt is oniine « Varying reguatory entered industry in

* Retalers senstveto envwronments, language meaningul ways
channd confict requirements, etc.
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xsing accounts « Consider whethar/tow © parnes as successhl as

* Fllingapsincument chamel  pursue inlemational poss the, which may requie
presence busness, baanang customized stategees
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camplementary channels requIraments | pas st MeSsagng. 6. are agprogriate
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Nl account patentid for ~ Bring existng trands mbranding © avod staleness

* Defire channel strategy and other + Consder banefts of
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= dentfy opportunites for « Consider whether sub-trand rtematondly canbe * Promote soence, qualty,
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IMPLICATIONS FOR GROWTH

Within U.S. brick-and-mortar and online retail a handful of key partners may be essential to a company’s

DOOR COUNTS FOR KEY RETAILERS

growth strateg

g
:
i
f
:
f
¢
:
f

i.[;

f

|

|

f[[

ZEEER

£

ff
s

mgseq;

|

i

EERWNBHW

P RERREE

H[

klskEREER

-
=

EEEBEIEEEB%E
Bl R leEl- EEE

£

|

f[f
[




 PLCATINS FOR RONTH
LA TRENDS I\ KEY SUPPLENENT SALES CHANNELS

* Supercenters and mass merchandisers 10p the charts for supplement sdes, due pamanly 1 Wal-Mart's massive
fooprint in he sector.

* Value channels and brands have been favored in this post-recessionary penod. A Consumeriabs. com survey of top
brands named Costo’s private-label products as 81 in cub.

* Mass coninues 10 be most competitve, mast concentrated, and has e highest proporton of private-label sales .

* #3 chamel for supplement purchase after mass and naturdl/specialy.

* ReeAd continues 1o roll aut GNC store-within-a-store conoept and 1S also converting 1,200 stores 10 a new
“weliness center” format (with GNC presence, greater organc and ghuten-fee oplions, n-house weliness
ambassador, eic. ). Waigreen Co. has launched a similar concept called Wedl at Walgreen's.

* For prarma and OTC companies, VIS presence is hought 10 be a way © captalize on exsing dsribution and
Swpply chains, #nd gain leverage with he large drug chains hat dominate he industy.
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* Tractional grocery is he 84 sales channel after mass, natural specially, and drug.
* According 10 Vesitcom, 80% of consumers have bought WWHS in the grocery or drug channels in the last 2 years.
Trader Joe's & the favored private-label brand
mmmmm-amvmsmnmm While “certer store” grocery flems
grew a otal of 54% from 2008 © 1Q:12, VIMHS grew 28 5% over the same penod, acoording 1o Nelsen.

* Natural grocery and specialty stores together were the 52 channel after mass (ind. Wal-Mart).
* Natural fends 10 be a breeding ground for iIndustry innovation, second only 10 the practiloner channel. The channel
employs 8 more expenential cusiomer service- and nformation-based model, and offers a greater varety of
products. This is necessary given their disceming, education-onanted shoppers.
* Barean's is noted as a favonite brand by the natural channel

+ As FOM retaders continue 10 bulkd Out e WIamin sectons. natural wil need 1 continue B nnovate.

» The onine/madl arder channel CoNtinues 10 be 8 magor growh avenue and is made wp of multi-channel companes
e NBTY, as well as drect-only companies Mce New Vitalty and Healthy Directions.

* The growh in e-commerce sales of vitaming is consistent wilh consumers’ nCreasing propensty 1 consult he
Internet for health and welness matiers.

* The pracstioner channel has also remaned very sYong.

Naturally high-in-protein foods are capitalizing on the craze

-Na_tlljrallyll!iglh-lin-lfxiotefin goolds d US Spoonable Yoghurt Sales
strike multiple healthy food chords (US$, RSP) by Brand, 2008-2013
8,000

* High-in-protein claims have

galvanized yoghurt sales in the US 7,000
6,000
* Milk producers are banking on

protein claims to reverse 5,000

consumption declines E
4,000
3,000
2,000
1,000
0

2008 2009 2010 2011 2012 2013
EChobani mFage mDannon Oikos Greek mOthers

US$ million
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Retail sales of vitamins & nutritional supplements in the United States from 2000 to

2017 (in billion U.S. dollars)*

This statistic shows the value of retail sales of vitamins and nutritional supplements in the United States from 2000 to
2017 (projections from 2011). In 2010, sales of these products reached 28.1 billion U.S. dollars.

2017+

2016*

2015+

2014

2013*

2012+

2011+

2010

2009

2008

2007

2006

30.4

29.2

28.1

26.9
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Sports nutrition protein powder explores new formulations

* Protein powders have undergone a Supplement Facts
transformation over the last two decades Sorvings Per Comammer Appro: 20 ¢
Amount Per Serving % DV
Calories 130
2 > Calories from F. 5
*Blends are challenging whey protein T T2 M T8 7%
isolate’s role as “king of protein” P u o %
Cholestorol 80 mg 27%
Sodium 140mg 6%
Potassium _200mg 6%
= Upselling requires consumer education T oy ates 18 i
on the benefits of protein blends T s o
Vitamin A 19.54 IU 0.40%
‘Vitamin C 0%
Calcum 12%
ron 2%
* Pescant Dinly Wslses st basadion 3 7 000 caione det
w11ey Wl]ey Mley b . Your Datly Viiuss rrary Be IOt 0F KImee Sepending on Your calons need
- - = Calors 2,000 2,500
protein protein protein , okl Pt T 65g  80g
concentrate isolate hydrolysate ‘ Sat Fat Less Than 20g  25g
Cholesterol Less Than 300g 300g
Sodium Less Than 2400g 2.400¢g
Total Carbohydrates 300¢g 3759
Egg white Added Dietary oer 3o 29

Combat Protein Powder™ Proprictary Time Release Blend
Micro Filtensa Whey Frotein Bland ( Whey Protein Concentrate, Whey
Protein ipolate, Whey Protein Mydrolygate), Micsias Casen, Egg White

Abumin, L-Giutaming, L-Léwcing, L-Valing, L-i3oioucing.

Othér Ingrediants: laukia, Natural and Antficial Flavors, Sodum Chibrde,

Acesutame P Sucrmlose, Sy Lecithin, P Carate

albumen amino acids

Supplement facts label for Muscle Pharm Combat Power

Added protein health and wellness beverages

= Soft drinks are stagnating as consumers ask: “What can your
drink do for me?”

* Protein is adding value to bottled water, juice and dairy drinks
= Fortified/functional claims are key to higher unit prices

US Health and Wellness Beverage Sales
(US$, RSP), 2008, 2013, 2018

3,500
3,000
& 2,500
= 2,000
£
P 1,500
3 1,000
500
0
FF FF Bottled HW Non-Dairy FF RTD Coffee Bolthouse Farms (Cambell’s)
Fruit/Vegetable Water Milk Protein Plus — On-package
Juice Alternatives consumer education on the benefits
of multiple protein sources

w2013 m2018
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Alternatives to milk proteins lack scale but are gaining steam

* Milk proteins alternatives are less
common, but growing quickly

* Plant proteins cater to health-and-
wellness-focused consumers

= Soy has limited reach in sports
nutrition

*Pea, rice and hemp are emerging as
plant-based leaders

BodyLogix Vegan Protein

« Pea, brown rice, potato and chia
protein

« Complete amino acid profile

« Non-GMO

Vega Sport Performance

Protein

+ Pea, sacha inchi, brown rice and
alfalfa protein

« Informed-Choice certified

» High in tryptophan

Premiumisation and “snackability” drive SN protein bars and RTD

" Convenience formats are US Sports Nutrition Protein Bar and RTD

fairly ubiquitous
1,000
* Both categories are
undergoing an image
overhaul
750
* Premium brands are <
borrowing trends from = 00
health and wellness and f,
high-end confectionery g
: .. 250
* Growing competition from
“general wellness” brands
0

Sales (US$, RSP), 2008-2018

2008 2013 2018
E SN Protein Bars m SN Protein RTD
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Consumers

The rise of the protein drinks for ordinary people

Protein products are increasingly being marketed in supermarkets to ordinary people. Do
they serve any real purpose for non-athletes?

The "sport-related" protein product sector is booming. It's estimated that the world will be
chewing and gulping down £8bn a year of bars, drinks, and other supplements by 2017.

But there's now a wave of products where the branding marks a departure from the
traditional world of the protein supplement.

The classic protein drinks have usually been characterised by displays of over-sized bottles
and tubs, often with labels depicting rippling torsos. The powders and bars targeted
hardcore gym-goers and amateur athletes.

The typical customer was someone who wanted to build muscle and aid recovery after a
serious workout.

But the latest generation is positioned more around healthy lifestyle.

In the UK, a "high protein dairy drink" called Upbeat is the latest product to get a big
marketing push. It follows the path blazed by For Goodness Shakes, a drink primarily aimed
at gym-goers and athletes that was picked up by a wider pool of buyers.

Similar lifestyle protein products can be seen in the US on the shelves of the likes of Wal-
Mart, K-Mart, Walgreens, and CVS.

But there's an elephant in the room. People in the West usually already get more than
enough protein.

Healthy protein intake depends on weight, with a recommended intake figure of 0.8g per kg
of weight per day often cited. Age is also a factor. Over the course of a day, the average man
should be eating around 55g of protein, while a woman needs 45g, says the British Dietetic
Association. In the US, the national public health body, the Centers for Disease Control and
Prevention, recommends 56g for an average man and 45g for a woman.

In the UK the mean intake for men is 86.5g per day, with women consuming 65g, says
nutritionist Dr Helen Crawley. The CDC says "most adults in the United States get more than
enough protein to meet their needs".

In the US, UK and most of the rest of the West people have diets that easily supply enough
protein. A chicken breast might contain around 40g of protein, a cod fillet 30g, a helping of
tofu 15g and an egg 6g.
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Topping up with supplements can see substantial amounts of extra protein enter the diet,
with some shakes offering up to 35g per serving.

Everybody needs protein in their diet on a daily basis as it is essential to body tissues, is
necessary for growth and contributes to muscle mass and bone health.

But processing excess intake can put pressure on the kidneys, says Crawley. Excess animal
protein is linked with kidney stones. In people with a pre-existing condition, excess protein
can accelerate kidney disease.

Only vulnerable groups, such as those recovering from surgery or frail older people, tend to
need more protein - something for which medical advice should be sought.

"There's no reason to have added protein in food, because we already have it," says Crawley.

There are those who advocate higher protein ratios in diets, arguing that the mainstream
nutritional advice is outdated and that active people might need considerably more. Even
the CDC allows a range of between 10-35% of daily calories coming from protein.

Shakes and milkshakes
Protein shakes sit alongside regular milkshakes in the supermarket
So what is behind the appearance of the ever-expanding range of protein supplements?

An "extreme" group of athletes working out in gyms were the pioneers for the supplements’
popularity, says Chris Schmidt, a research analyst at market research firm Euromonitor
International.

The idea was that muscles damaged during intense weight training could be repaired and
developed by turning dried and concentrated whey, a by-product of cheese-making, into a
drink. These shakes were seen as more efficient and convenient than having to eat large
amounts of high-protein foods.

Only a handful of specialist shops sold the powder and new customers were often found by
targeting their personal trainers.

"In the early days they were very much associated with body building. Until the late 90s very
few people outside that high performance athletic community had heard of them," says
Schmidt.

A large tub of whey protein powder sits on a kitchen worktop as a bodybuilder takes a drink

The bodybuilders were followed by professional athletes, then amateur and college athletes.
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"They turned into these lifelong users and that was a big part of what broke the stigma,
because a guy from across the street used it, not some Arnold Schwarzenegger bodybuilding
guy," says Schmidt.

As more people take an interest in their wellbeing - exercising more and eating more
healthily - demand for protein rich products has continued to grow, says Schmidt.

A fan of shakes

Owura Kodua, 30, a police officer in central London, has used protein shakes for four years
and buys a £40 tub every six weeks.

"It's a good, easy source of protein. Rather than have to cook a meal when you work shifts
like me, a shake will fill you up."

Kodua goes to the gym three or four times a week, where he does weight training and
cardiovascular work. He also plays football.

He says he "would not be stuck” without shakes, but would have to plan more carefully.

"You could buy chicken breasts the day before work and make a packed lunch, but [a protein
shake] is easy, quick and cheaper.

"I don't believe that | have a bad diet because of it at all. My diet is balanced."

The large tubs still exist, but more convenient ready-mixed shakes are now widely available,
along with snack bars and flapjacks. Whey powders have also been joined by other protein
sources including casein, hemp and rice.

The combined result has been a sharp increase in sales. According to Euromonitor figures
worldwide sales of sports related protein products grew from £2.5bn in 2007 to £4.9bn in
2012 and are likely to reach £7.8bn in 2017. In the UK sales increased from £73m in 2007 to
£170m in 2012 and are expected to reach £358m by 2017.

And the most notable part of the growth is the shift to marketing to "ordinary" people.
Among new shakes is Wing-Co, a chocolate-flavoured high-protein drink aimed as a snack
alternative for men in their 30s and 40s who "aren't sucked in by lots of marketing rubbish".

Upbeat drinks are pitched as a snack or breakfast replacement which might appeal to people
including "post-pregnancy mums and vegetarians".

These are drinks which are being pitched at a "far broader more mainstream audience", says
Julia Glotz, fresh food editor at The Grocer.

A lot of work has gone into the branding and the drinks look much more like other modern
supermarket brands than sports supplements, says Glotz.
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Selling protein in the UK
A crate of Wing-Co drinks

The sports nutrition market - excluding "energy" products such as Lucozade or Red Bull - was
worth £270m last year, according to Euromonitor International.

High protein products such as powders, bars, tablets, gels and drinks - usually aimed at
building muscle growth or speeding recovery - made up more than half of that at £173m in
2012.

Sales of ready-to-drink protein products totalled £16.7m last year, up from £5.6m in 2007.
But that figure is expected to climb to £51.7m in the next four years, with the overall protein
product market more than doubling to £362m.

The new products aren't even marketed as "supplements". They might be a breakfast
substitute for someone in a hurry, or pitched as an alternative to a snack.

They benefit from the general aura of healthiness that hovers over the word "protein". If
protein is so healthy, and | want a snack, one that will fill me up, | might very well be drawn
to something with protein written on the packet.

The trend, says Glotz, was started by For Goodness Shakes, which "still looked quite gym"
but did not look out of place in the chiller cabinet. More have followed.

"You see a few of them in the food-to-go area, where they might be positioned as a
particularly filling drink that you can have at lunchtime. And you also see some of them
sitting in the milk drinks and milkshakes section."

Others have also spotted the possibilities. Danone makes a high protein yoghurt called
Danio, while dieters might find themselves drawn towards Atkins chocolate bars and Marks
and Spencer has a range of high protein meals that promise to keep you "fuller longer".

Protein supplements do have a place used once a day after muscle-building training, but
most people - including regular gym goers - would find that milk contains the right
combination of protein and carbohydrates for rehydration and repair, says Azmina Govindji
of the British Dietetic Association.

The key is a balanced diet, but supplements can be attractive.

"It's in our nature to look for quick fixes, this is why diets work so well. If you're promised by
the hype and the marketing that this particular shake will help you to build muscle, then
these very compelling messages can be quite alluring."

But for many people using shakes and other supplements it's the convenience they offer -
rather than the belief that they're an alternative to food - that is important, says Rob Aitken
of personal trainers Matt Roberts.
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"For up to two hours after a workout there's a window to aid recovery. At that time they
may not want to sit down and have a full meal."

His clients are advised to try and eat protein with every meal and to make sure they combine

shakes with real food.

"The clue is in the name, it's a supplement."

“Core users” no longer dominate sports nutrition sales
Evolving fitness trends are driving more consumers to supplementation

General health & wellness brands are bringing in more “image users”

Health & Image
Users

Brand conscious
Experimenters

Marketing conscious

Casual Users )
« Convenience focused

Consistent purchasers

Core Users » Highly critical
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Different users gravitate to different products and positionings

Core Users Casual Users Health & Image Users

Cutting edge Convenience
formulations formats

Low cost- Recognizable
per-serving ingredients
concentrates

Health &
wellness
trends

Active
lifestyle
branding

Protein: All things to all people?

4 Targeting him

{ « Growth in muscle mass

« Recovery from resistance
exercise

« Bone health

Targeting Her

 Lean muscle maintenance
« Skin/hair health

« Bone health
« Satiety
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Sports nutrition pushes to close the gender gap

“Diet proteins™ with weight loss
ingredients like CLA, green coffee
extract, etc. have been gaining steam

s N

Satiety/weight
— management
remain key

A Ly
= N
Functional
|_|fitness trend is
increasing
demand
N J

P
Lean muscle

— maintenance Established sports nutrition brands
O\'_E‘l‘ muscle are increasingly investing in female
\gams brand extensions. Photo: Muscle
Pharm’s FitMiss line

WHICH PART OF YOUR "
BODY WOULD YOUMOST
LIKE TO IMPROVE? ks

UPPER
BODY
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Anti-aging will appeal to millions more in the near future

G20 Population by Age, 1980-2030
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Global Market Share, Size & Demand Forecasts

Asia-Pacific:
The Fastest Growing Market
at 12.5% CAGR

' “ The United States:
The Largest Market I I

Growth Projections in Key Product Markets

Vitamins/Minerals (Fastest Growing at 9.9% CAGR)

Market projected to reach
US$8.9 billion by 2020

Amino Acids/Derivatives

Herbal Products

Other Sports & Fitness Nutrition Supplements

Competition

Abbott Laboratories Inc.

GlaxoSmithKline

GNC Holdings, Inc.

Nestlé SA
Yakult Honsha Co., Ltd.
PepsiCo Inc.

Red Bull GmbH

The Coca-Cola Co.

Q
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Global Market Drivers

Emphasis on Healthy Living

ing Population With the Propensi
Q)Q‘Sngen%un Health Supplements =y

Popularity of Diet F las & Meal
Replacgry)ent ood Products
Increased Parti tion in Sports &
Fm\essActMtie?a

Demand for Natural & Herbal Products
Trend Towards Preventive Healthcare

Passport Survey: Popularity in US highest among Millennials

*Claims appeal most “Contains protein” product claims appeal most to
strongly to younger younger US consumers
consumers

* Aligns with brand-
consciousness and fitness
trends

= Protein concern ebbs and
flows throughout lifetime

0% 2% 4% 6% 8% 10% 12%
% looking for “contains protein”

N=1,813
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takes dietary supplements?
68% of all U.S. adults reported taking dietary supplements.

Based on all U.S. adults: Reported taking
AGE 55+
75% of U.S. adults 55+ take 35-54
dietary supplements. 18-34
REGION West
73% of U.S. adults in the South
Western U.S. take dietary Midwest
PRERRIU: GO N orthoast
GENDER Female
72% of U.S. adult women Male

take dietary supplements.

INCOME Over $50K
72% of U.S. adults with Under $50k

household incomes over $50k
take dietary supplements.

EDUCATION Has college degree
72% of U.S. adults with a No college degree

college degree take dietary
supplements.

000 OCOC

Supplement consumers are more likely to engage in healthy habits

When it comes to making lifestyle choices, those who take dietary supplements are more
likely to also engage In other healthy habits than non-supplement users.
% OF U.S. ADULTS WHO AGREE WITH THE FOLLOWING STATEMENTS

THOSE WHO...
Overall DO NOT TAKE SUPPLEMENTS DO TAKE SUPPLEMENTS

L Jyin ot 78% @————@87%
Do not smoke 63% @ ®76%
M‘fﬁ""“l l' 66% @————a75%

Geta

nights 3:';; | 71%e872%

Wi 62% &—@66%

Bxercise reguiary i ofl 55% @@ 65%



m types of supplements do they take?

Vitamins and minerals are the most popular category among U.S. adult
supplement users with 97% of supplement users taking them.

~  ~
46*% (28%)) (24%

Vitamins & Specialty Herbals & Sports nutrition/
minerals supplements botanicals weight management

97%

TOP 5 SUPPLEMENTS WITHIN EACH CATEGORY
For example: 77% of supplement users take a multivitamin

Multivitamin Omega 3/Fish oll Green tea Protein bars
77% W 0% 2%

Vitamin D Fiber Garlic Whey protein powders
[ 20% | W10% W s | R0
Calclum Probiotics Cranberry Energy drinks/gels
| ERB B B
Vitamin C CoQ10 Echinacea Hydration drinks/gels
| ERD B 6% §4%
Vitamin B/B complex Glucosamine* Ginkgo Bilcba Five supplements tied*
EXad | B8 4% 13%

e A e

POWders, and soy proftoin powdorns
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@ do they store their supplements?

Tip: Store your supplements in a cool, dry place, out of the reach of children, and in
a location that Is convenlent so that you will remember to take them.

TOP FIVE PLACES WHERE SUPPLEMENT USERS KEEP THEIR SUPPLEMENTS
Kitchen Bedroom Bathroom

21%
kitchen counter

I
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GLL1E) did they start taking supplements?

Tip: Supplementing can be appropriate for each life stage. Talk with your doctor or
other healthcare practitioner about what dietary supplement regimen Is right for you.

AT WHAT AGE SUPPLEMENT USERS STARTED TAKING SUPPLEMENTS

—e Childhood

—e Adolescence

*‘ﬂ" Pregnancy*

—e Adulthood

m do they take supplements?

Depending on your age, gender and lifestyle, reasons for supplementing can differ.
Remember that dietary supplements are not intended to treat, diagnose, mitigate,
prevent, or cure diseases.

% OF SUPPLEMENT USERS WHO AGREED WITH THE FOLLOWING STATEMENTS
Gender Age

Top Reasons Overall Men  Women 35-54 5+
Overall health/

R o | 5 Lo a0 oo | o
BB oo | o [0 o | o | o0 |
et [ G N I
Y oo | o [ e | o [ o
SN oo | o [z o | 2 | o |
o S
cowrean P I N IR
e oo | oo [Lie e | ot | o

the risk of lliness

AR 21 | 23¢ [ 208 aR] 21% | 28%
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Who supplement users trust Purchasing factors

These are the top three trusted sources When it comes to purchasing supplements,
selected by supplement users for reliable these are the top three factors identified

information on dietary supplements. by supplement users as most important.

9% WHO TRUST FOR RELIABLE INFORMATION % WHO SELECT
63% s Price

48% Jﬁm” box
Number of
3% ‘\nﬂnbotﬂe

Sl'J(PRL‘E\M'EN'TvTRENDS NTHE Uk #’;’_ '
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Market opportunities for protein-fortified foods, supplements

Solae, the world leader in developing innovative soy technologies and ingredients, have
produced a report to identify the ‘Market Opportunities for Protein-Fortified Foods and
Supplements in the Active, Aging Market’.

The study included 4,304 people in 13 different countries across Europe, America and Asia.

The research has highlighted some interesting findings, including:
There is a consumer education opportunity for understanding protein:

e The study shows there is a connection between protein and the concerns of active
ageing consumers.

o Over 40 percent of respondents indicate openness to using fortified
foods/nutritional supplements.

o Health maintenance becomes a more significant motivator as individuals
growing old.

o However, only 34 percent recognise that they need more protein as they age.

o Active ageing consumers in general do not perceive any one protein source as
delivering benefits uniquely.

o Soy protein has the highest usage (43 percent) among plant protein sources
typically used for food fortification;

o Animal protein (meat, eggs, milk etc) is the most recognised type of protein

o However, most participants indicate that ‘all proteins equally deliver’ the
benefits of protein.

Male vs. Female
e Females are more active in using protein-fortified foods and supplements. Expressing
higher levels of concern on nearly all aspects: sustaining energy levels, maintaining a
healthy weight and maintain muscle tone etc.

o Males are more likely to list ‘healthy heart’ as a top-3 concern: 37 percent vs. 26
percent (females)
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e Females are more likely to list ‘joint pain/mobility’ as top-3 concern: 36 percent vs.
24 percent (males)

e There are interesting differences between men and women for their usage and
purchase of protein-fortified foods and supplements.

What determines the purchase?

e Specialty Stores and Traditional Supermarkets/Grocers seem to be the top retail
channel, while the product’s benefits are the primary factor influencing purchase
decision.

e 38 percent consider product benefits first and foremost in making purchasing
decisions

e 33 percent consider price first

¢ 13 percent say that benefits, price, flavour, brand name and size all weigh equally in
their decision.

e Among product promotions, ‘sale price’ offers are most motivating, while
recommendations from doctors can also impact.

o 35 percent indicate that recommendations from a doctor or other health
professional influence their purchase decision

o In gaining trial: recommendations from doctors are most influential.

e Products for targeted fat loss, weight management and muscle preservation attract
most purchase but with low satisfaction level. (Need with high importance + high
dissatisfaction = Market opportunity)

e 51 percent express ‘not satisfied at all’ or ‘somewhat satisfied’ toward the function of
‘minimizing the amount of belly fat’
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Sports nutrition consumer base is becoming more segmented

"No ‘longel:"dominated by US Sports Nutrition Distribution by
core user Channel, 2003, 2008, 2013

* Evolving fitness trends are
driving more consumers to
supplement

% Distribution
w
o
=)
2

* Mainstreaming’s halo effect
widening the consumer base

2003 2008 2013

m Others

® Internet Retailing

m Other Consumer Health Non-Grocery Retailers™
= Warehouse Clubs

mHealth and Beauty Specialist Retailers

m Grocery Retailers

*Inciudes gyms and sporting goods stores
tincludes drugstores and specialty supplement retailers like GNC
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Competition

Herbal dietary supplement market

© $6 billion * 7.9%

9 10 years of growth
' *Over the past decade—even during the major
; economic downturn—retail sales statistics
g demonstrate the increasing level of interest
‘ and confidence that American consumers place
5 in the herbal sector of the dietary supplement
' market.*

S>des chame

B Mass I Netuesd —Mark Blumenthal

Mass vs. Natural GM American Botanical Council
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‘ Top sellers in mainstream & natural I

‘Horehound

Marrubium vulgare, a key
ingredient in throat drops

Wheat and barley; Triticum
aestivum and Hordeum
vulgare, respectivel

Cranberry

Vaccinium macrocarpon,
popular primarily for its
claimed benefit of helping
to prevent urinary tract
infections

Aloe vera

Senna @

. Senna alexandrina, used as
D‘,o stimulant laxative
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UPDATE ON 'I'(IP BOIPAIIES /\SUPPI.EHENT COMPANIES

1‘;1

retaifers with n:'i:‘

wvers in the "AI

t ofjerings

rarket include

in l ot

pharmacei

ical bu sses, supplement-

’ ompanie
nly ¢ ipani

TUP SUPPLEMENT CUMPANIES (S200M+ IN SUPPLEMENT SALES)

COMPANY BRANDS BUSINESS DES CRI PTION
NBTY, Inc. * Nowum's Bourty * Oamedby The Carfye Grow, he company
o + Sundown manfachres  markets and detributes
« Private Label tranded and prvate label sgplements
Pharmavite (Otsuka) ‘ * Notum Made * Patt of Otsuka (Jspan). the company
* Private Label manufachres branded and pivalte bl
- SPyianets. :
Abbott Labs * OEAS Ermure + Develops. manufsctures, and sefls
[M- « EAS pharmaceuscd and nustony producs
Perrigo* S PERRIGD Private Label * Private labd manufacirer of nutrtonal
-pmm
GNC* + GNC . uunogwmmdcofvmcs
GNC * Third paty contract products wih over 8 200 locatons. as well as
maachrng acontmact manu actumr
Pizer * e * Centum * Devdops, manufachres and markets
n“ i \&;:_) . Cavste pharmaceuscal and nurtonal products.
m 2 + EmegenC (Nacer)

* OpSmun Nutriton
* BSN

+ One ADay
* Finsiones

* Naum's Way
* Ergymatc Thempy

* nerratond rurtoml solutors and cheese
group. headguatered n keland

* Develops, mandactures, and markets
phamaceutcy and nutatond produces.

* Develops and madets phamaceutcs and
nutstonad produces.

EST 20 12 SALES

~$1.820Mm

~$1.20M
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UPDATE ON TOP COMPAN

A robust direct-to-consumer supplemen

it industry has also emerged in recent years. Network marketing

faaminated —_— sl » ren # surgr 0t in 1) wmed nerocti M or hoannele y n aarenvth
esses dominated from a scale perspective, but internet and practitioner channels won on growth

DIRECT-TO-CONSUMER SUPPLEME NT SALES
% 21
$138- ollds Growh
$11.58 0%

2012E DTC Supplement 0 200 400 600 800  $1,000M
Sales by Channel

UPDATE ON TOP COMPANIES . PUBLIC MARKET UPDATE

PUBLIC COMPANY UPDATES - SUPPLEMENTS

o BTN your Overyodr QoW With SY0Ng Mmarging at 19 6%

A RIN vOnhuae Wit SOOUNced Wit Fosun Phamma 10 dmbute Aum products n Chne
* Verical integration is impontant

¢ Spons NUEON BuEineds IS 0 Xpanding Wi 1o Ko n ARete Ine of products

COMPANY PERID UPDATES
Ty —
AR o ANum saw Ngh Organic growth in 10 2013 with e Nomh American Retall and Health C aro Practiionens.
ATRIUM 102013 $4CP) busine mes Soing very well

II 2Qof FY2013 ¢ BN growth Fom Dol S00USBI0NS and panic growth
o ATOOUS 0N Manachr g eMAency and SOWang B expeded 10 GV CONE Gown
. v endea N33 * Thare 5 an mphasis On CONBNUGT mener and T G a0 Integrating
S
NUt'aCEUtlcal . :.ldnummmummnmmtm

* The Nubiiona s segme ntgrow 13 3% yodr Over yoir wilh grow in all Categonion. phus SIM of new product
Ak

Perrigo =~
+  Closeda manuachutng faciity in Lake Worm Florice
* LOWSr Qroas margng A 10 more VMG sales and producion NeMicie naes in ntant foemula

*  FOCused On Ofer & eas Cumendly. InChuding ACQUing Sorgeants pet 100d (Categored In consumer
roalthcae)
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UPDATE ON TOP COMPANIES ~ PUBLIC MARKET UPDATE

PUBLIC COMPANY UPDATES - INGREDIENTS

COMPANY PERID UPDATES
———
* Rewnue grow 5.8% yoor over yoor . Sihough EBITDA was down sightly
2Qof FY2013 o The Hoalth & Nuatson i BIon Showed e PGhest Growth - up 17% mainly dus 15 Srong perormance i
a ended 2/28013) Poam an and aremal Poalth In Norh Amedca
o Forhe St haif of facal 2013 Moalh & NutrBion k0 5 Scoourted for 157 of lotal sales v 14 last your
o G ety was Nt MO 8 - B M Gt mpEITent Chavpe
*  Chv Hansen troughton a new CEO on Apal 1. 2013
102013 o Netsalos grow 4% yodr Over yoor . G n Dy 107 growth It Nuariion. the company s Langest sogm ont (S8aM
uron of 2 ITOM ewos total In 10 2013
DSM o The 1020 1360w in NutrBion was Gue mainly 10 Ngh Growi 2aadsBons of Fomsech and Ocean Nutrion
* Nutttion segment ERITOA grow 12% 10 215M ouros of 311M euros totad in 102013
102013 * Rewrue grow 13.2% © 83 2M ouros
NATUR&!‘ © The Fooa & Beverage category wes Gown 2 3% (46.7M eurcs va. 47 M eucs) whie e NATEon & Hewh
Wocnse Games CMQOry grow 32 T (2920 ewros va 22 OM euios )
= Swong growh n NATIR o chlinical beretns |

* The Amancas e 40 2% of total Dusingss with growth of 200 In 10, Ewrope was 43 4% of il busness,
With growsh of 30.2% in 1Q 2013

+  Decas Botancal Synergios was acQuired in September 2012

*  InDocember 2012 Caravelio 20000 3 15 4% stake In he company from Nutraceuical (Span). Caavele
153 Avenifod Frnch Buaines s 0pe aing n pharma. Notels . otc

* NOved At her 0 SOl Oping Man.ets w i 10 P urchase of Valertre nda) in Aps 2012 Valertine
B OACO8 PUE 800 veQRtalil e POWGN & At M f0O d cakon

UPDATE ON TOP COMPANIES ~ PUBLIC MARKET UPDATE

PUBLIC COMPANY UPDATES - RETAIL

(R
3

* Samoatnre salos grow 1 9% your- overyedr for GNC company Oowned si0ms. This was 1e 314 consecutve

1Q2013 Quanter of S O-S0N0 Sales Growh for he company
* Reveruos grow 6.5% yoar over-yoir . The 1eap yoar and the Sming of Eacior BOth had negaive Impacts on sales
= Rotal sales wore up 5% - Inchudes GNC com and 14 new company ores sincethe end of 102012

= Franche rovwenue grew 6 3% with incraased wholom b produd ales and Y andh e rcome fom Te U S

el abe oG
- mnunﬁomou "wen
. New Me Prang g regular dacounts for Gokd C and mombers ralher an just he 12

n‘dmmm-‘mltu $.06 per shave In Q2 2013 Bt shoukd be Ofset by DOmor revenu os and
MGG In he red of T year

e 1% quaner of 2013 GNC opened 32 new COMESc CO-Owned S5res. 31 now intemational fanchise stoes. 9
oW COMOSTC FA NS0 3N ed and § now RN Ad S10r0- Wi NN 345000 Units

* There was & b SI0Ck Buyback of 561 IMand Avidend In he 1V Quarter of 2013 14 TV was paid ot In
Gdends in 10 2013 Wi §15 por share enpecied InQ2

= FUMImOnt e Ovemants Nave 160 10 3 1T INCase I shpmants inchuding 271,000 now Gusiomens on

"\ /; . 102013 wiacost com
U)\ 1Itac (\\l VRacostis puling back Amazon sales 1 100 on comand ~

Addng 1,000 new SKUS and expanding on %0d oflering
Bigpest Growih has been in 000, SPOFTS NUIBon, beauty. pet. household, etc. VIMHS sals are up 12%
The f0cus 18 O plvate libel Hrod ud, SHORS ALAIEON, and NONGMO line as of Aprt 2013
Ytema onal - acded sl CNNS and Beazl websl es
W“Wmouoummmﬂmmlw

102013 Same- 20re saes grow 4 5% N 10 A Quarir Aue 10 3 COMBINABON N IGher YN and hgher aver age Scket
v theVitamin ki o ($9.6M contibusonin 102013) Ths was 1o 30" CONSEAS e quarer 05 ame-S0% Ses oW

+  Ecommercesales grow 16.7%
* Viamin Shoppe a000d 13 new U S siones. and also acquined 31 sioms In he Pacific NorPwestas part of e
485000f Super Sk

Nahn g SUaogiC invemme nts’ TS your 10 POMBON 1o growsh

Yamnwm.‘--m*ammunu

The s Quamer saw In Sponms nuees. and nabur

mmumuw—nmm”mum- Rl @ Xperaites of $45 S50M rcluan g e

CONSILCEON Of & Now SEMDUEON CoNer I ASMand, VA (Opening summer 2013 and sightdiuion due 10 e

QAN Super Suppiom ents

*  AS00d alne of prhvate label mullviaming and ko doing wol with sales of M Aton mulipachs (6 SKUs now and
wil qupand 1 10 SKUs n 4Q)

* POOCING Naburl Sweetendrs In Siones

*NCRaAIng e avalabiity of Mea I Enws s Kr CU OMEr SErVEe OriNe and Over e phone

+ Contrued webs it LOgraces &0 AN S¥Ong rowa
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UPDATE ON TOP COMPANIES . PUBLIC MARKET UPDATE

PUBLIC COMPANY UPDATES - MLM

COMPANY UPDATES

7N * Fra Quaner 2013 wa s roat Gosplo ISauss. with /ovenue iInaeasing 13% yoor Sveryedr
Js HERBALIFE. 102013 - 18% Pcreass in ndependent sMRurs acres a RGNS - Hatalle now In 88 cxries
* SOSMO logal and AMSOry QPOnS0s ware Ncurmed In 10 related 10 he KPMG nsider ¥adng case
* Hetalfe 350 ABCONIN o0 TOir relaiorsMpwih KPMG ghven Tl ool vomant I the Paider Yad ng
Gebade They hawe hired FricowatorhouseCoopers a8 Tl New 00 Uning m and will ha v 1 reaudt Pe
last) yours of Snarcia
Thore was 3 $15 1M imOact Hom W0 Oev 3o N of 16 Veneduelan o mency
* MDA has Nad Su0ces s WITH Woight Mandge Ment and nusston products
= Expandng meal mplacements
= Success Wi T Express moal bir n e U S - 10 rolhout It oher counties
= Deoveloping meal replacement soups
= Epandng NrEion 24 1ne 10 ouler countries
FWeANg In & Wiron Sakom Mmanfaciu g faclity. with COnMmuCion 10 st in Jure 2013 a0 wol a5 &
Bota recal exvact fachity in Chna
* Haw 600 local access points ghobally | @pand ing 1o T00 Bus your
*  Syong foaus on Cumomar ngghts
o Bil Adiman calod Horbalfle a pyramid saheme In Fobruary 2013 and dwiged a lame shortp odtion

- Sak b0 o yodr 10 S50 &M
a‘ LifeVVantc ge. 3Qof FY2013 . ":-::.:m- “;;:oo;.' UfeVantage dsirbutors, up Srom 37,000 in March 2012
(v ended ¥3113) ¢ Reaowenng Som a product recal That look phaos In Decomber 2012 (& W gescale voluntary recall of

Protancim Tat 100k pIace Oy 10 Mmetal bt Berng fou ndin pr o)

* The Protandm peoduct ecall Caused an erbanced 100 on Qualty control In Mansaduing and sourong

+  Engaged invemmen thank 10 $00um & SI0M-SLOM aodk tacilty which i5 10 Dé used Kr & $hare buybac

*  Buitinfrasruaue in Japan in Q. which added costs

* UfeVantage has S00n Pug e orowth yof 5608 COninued oferances 10 NaaawWings a5 3 result of Protandm
recal n prior your

* Foous going foneard wil Do 0N QRINing now delr Butors as ©d 1O profermed ¢ Who only buy for
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g * Netsales for e St quaner of 2013 were $41. 7M. 2 docraase of 6.3% as compared 1o S44 5M In he St
@ Mannatech 102013 Quarter of 2012
futy vt *  Sales Gecine cin Norh Amencaby 8 9% n Asl Pacific by 1. T and in Europe. e Miade East and Aca
o . by 128%
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Figure 5.16 German Sports Nutrition & Fitness Supplements Global Market Share

Forecast (% Share), 2015, 2020, 2025

W

43%

N\ 4

Source: visiongain 2015

5.6.1 German Sports Nutrition & Fitness Supplements Market Analysis

The visiongain forecast shows that in 2015 the sports nutrition & fitness supplements market in
Germany will be worth $2.78bn. In the global market, Germany accounts for 4.3% share, while in
the European market it represents the largest 18.0%. Visiongain forecasts that in 2015-2025 the
market will deliver a srong growth with a CAGR of 7.5% driven by an increasing interes! in sports
activities and a healthy Mestyle. In 2020, the market value wil reach $3.88bn and will further
increase 10 $5.73bn by 2025.
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