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AND WHAT WILL YOU LEARN?
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Bianca Piluso
VP Nielsen

Matt Crompton
Client Solutions Director,

1.Product — Craft is growing and dratft is key
2.People — Appeals to 21-34 year olds

3.Price — Less of a driver, but be sensitive when
competition Is around

4.Promotion — Discounts can harm dollar
growth; focus on display support
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Craft Pricing in the
On Premise

OPM data to 12.29.19 | OPUS: Fall 2018 | CLIP data to 02.02.19
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Agenda

* Top Line On Premise Beer Stats

* What does the Craft Beer consumer in the On Premise look like?
* Pricing by Draft and Packaged

 New Ways of Pricing in On Premise

* Pricing Tipping Points

* Pricing by Day Part

e Summary
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On Premise BevAl market

$ Sales Share

$ sales % chg
Dec 18 vs 2YA

Spirits $44.1bn +4.5%

Beer $41.7bn -0.4%

Wine $17.8bn +2.99%
B Spirits = Beer mWine

bA
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.Q. 70, Domestic Craft grows despite
a declining category

Premium

+4.4% Craft

-0.4%

Total Beer
($ value % chg vs 2YA)

+5.000 BA Craft

+8.895 Import

BA
HCraftBrewersCon Source: NCGA OPM 52wk w/e 01/26/19  JAHARE ‘




The decline in Beer consumption is due to
fewer younger consumers drinking Beer

% drinking Beer in the On Premise

Total 47%

F_____________1

I 21-34
[

50%

35-54

32%

Fall 2016

220 40% m Fall 2018

|

#CraftBrewersCon

Source: NCGA OPUS Fall 2018
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% drinking Beer category in the On Premise

Domestic non-craft beer Craft beer ®mImported beer

61%

55%
S53% 5o

45% 46%
43% 42%  41%

21-34s favor Craft and
Import over Domestic

non-craft HA
#CraftBrewersCon Source: NCGA OPUS Fall 2018 EIE

21 -34 35-54 55+




With Craft

being the most

vs domestic
Predominantly Male: p O p U | a.r
62%

hon-craft drinkers

category for
21-34’s, its

vs domestic -
non-craft drinkers Important to
ensure outlets
engage these
consumers to
benefit from
their value

B

#CraftBrewersCon Source: NCGA OPUS Fall 2018 Ml

Drink out weekly:

38%

00O

Average Household
income:

$87k

vs domestic
non-craft drinkers
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35%

Of Craft Beer drinkers have
visited a Brewpub/Tap room in
the past 3 months

vs domestic non-craft
drinkers

19%

Of Craft Beer drinkers have
visited a Brewery tasting room
in the past 3 months

vs domestic non-craft
drinkers

20%

Of Craft Beer drinkers have
visited a Specialist sports bar in
the past 3 months

-2pp vs domestic non-craft
drinkers

37%

Of Craft Beer drinkers have
visited a Neighorhood bar in the
past 3 months

-2pp vs domestic non-craft
drinkers

Source: NCGA OPUS Fall 2018
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Eating outlets

Of Craft Beer drinkers have Of Craft Beer drinkers have
visited a Fine Dining outlet in visited a Food Truck in the past
the past 3 months 3 months
i et L vs domestic non-craft vs domestic non-craft
i ava CHHIRS . .
o Bl et LR drinkers

e 50%

Of Craft Beer drinkers have
visited a Casual Dining chain in
the past 3 months

-5pp vs domestic non-craft
drinkers

) ' evna
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Getting the Draft
offering right is key,
as it holds the vast
majority of Craft
serve share

Craft 2880z EQ Vol share
by Format

81%

Draft

#CraftBrewersCon




I The average Craft consumer is willing to spend almost I

| +$2 |

| more for a pint serve of Craft... ]
Expect to pay per draft serve (160z) of Expect to pay per draft serve (160z) of
Craft Beer Domestic non-craft beer

$6.29

. $4.39

B

#CraftBrewersCon Source: NCGA OPUS Fall 2018 il




How can outlets ensure they are not
leaving money on the table?

Avg price per 160z Draft serveof =~ Willingness to spend on 160z Draft pint
Craft of Craft

$0.90
$5.39 =) $6.29
”

#iCraftBrewersCon Source: NCGA OPUS Fall 2018 il




Although draft holds

the largest share,
Craft 2880z EQ Vol share packaged Craft still

oy ol mal has a respectable
19% presence in the On
Premise
Packaged

- BA
HCraftBrewersCon Source: NCGA OPM 52wk w/e 01/26/19  JAHARE ‘




I Again, the average Craft consumer is willing to spend almost I

I +$2 |

more than the Domestic non-craft Beer consumer for a I
I packaged serve... |
Expect to pay per bottle serve (120z) of Expect to pay per bottle serve (120z) of
Craft Beer Domestic non-craft beer

B

#CraftBrewersCon Source: NCGA OPUS Fall 2018 il




How can outlets ensure they are not
leaving money on the table?

Avg price per 120z bottle of Craft | Willingness to spend on 120z bottle of
Craft

$0.97
$4.70 wwm=) $5.67
"

#iCraftBrewersCon Source: NCGA OPUS Fall 2018 il




Craft Beer has the possibility to add moré value per
year if the differences across both Draft and Packaged can
be converted

$2,888,200,056

Potential Additional Value with Adj\usted Pricing




Outlets are
experimenting with
payment methods




Stock
Market

e PASS00@200
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Risk
Pricing

EDNESDAY'S 10PM-2AM
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Eating Outlets: Draft Craft

$250 40
32
2 SOt M h L N S UEVAL Y yt) Nl TR SN G Rrdy oy
e . First, as pricing.
$50 10! varies
ey 4 3% ;
5 - significantly by
<$4 $4-%$45 $45-35 $5-355 $55-96 $6-$6.5 $6.5-%7 $7-$75 $75-%$8 $8-3$8.5 $8.5-3%9 i :
—Value ROS Quantity ROS Channel; we
Drinking Outlets: Draft Craft should
5600 w: approach them :
3500 “! independently

60 ; !
A 2 Ve v
$300 SIS 40
$200 30
20
$100
<$4  $4-%$45 $45-$5 $5-9$55 $55-$6 $6-$6.5 $6.5-$7 $7-$7.5 $7.5-$8 $8-$8.5 $8.5-$9

—Value ROS Quantity ROS BA

#CraftBrewersCon Source: NCGA CLIP 02/02/19 siziion |
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$250
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$50

Eating Outlets: Packaged Craft

25§

20 !
15§

10 |

<$4 $4-$45 $45-%$5 $5-$5.5"$55-96 $6-$6.5 $6.5-$7 $7-$7.5 $7.5-$8 $8-$8.5 $8.5-%9

—\/alue ROS Quantity ROS

Drinking Outlets: Packaged Craft

40 |
35 !
30 !
20
20 |
15 |
10 |

:

o1

o

<$4 $4-$45 $45-35 $5-$55 $55-$6 $6-$6.5 $6.5-$7 $7-$75 $7.5-%$8 $8-$8.5 $8.5-$9
—\/alue ROS Quantity ROS

#CraftBrewersCon

Source: NCGA CLIP 02/02/19 ASSOCIATION

While the
pattern is
similar when
considering

- packaged Beer,

there is still a
difference in
price range,
with eating

outlets able to

command
higher prices

: 1
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Eating outlets

Craft is
able
sustain
sales at
much
higher
points
than
Domestic
Premium

. The higher the price point, the greater the returns, but
' this is provided you can sustain quantity sales as well:

Craft weekly sales at $8-8.5 are more than
. those of Domestic Premium

Source: NCGA CLIP 02/02/19



Eating outlets

This same
story is
reflected
when
comparing
packaged | -« —=%2 " =~ = - a2

Craft is able to sell consistently at higher price
Beer . points and does not experience any tipping

Source: NCGA CLIP 02/02/19



What is the relationéhi-p—-bgtween
price and outlet sales at different
dayparts?

- Draft Focus

- [Eating outlets




It Is clear

that the

daypart

should be

top of

mind when
planning
out pricing ...
strategy

B
#CraftBrewersCon Source: NCGA CLIP 02/02/19 EIE




Summary:

There Is a gap between pricing and willingness to spend.

Understand the range of pricing of different serves - Package vs. Draft.

Understand the range of pricing at different outlets - Eating vs. Drinking.
Craft has less high value drop-off, outlets need to capture that demand.

Use variable pricing by daypart to optimize value and velocity rate of sale.
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Coming Soon!!

Craft Beer Data Portal

riclsen (ﬂ\

NCGA Craft Beer Report Market: BOSTON Data Period: 01-12-2018

L52W, VOLUME (2880Z EQ) % CHG V YA

23%

0.8%
—

-2.5%
0.4%
Beer Wine Spirits Beer
Sourcs: Nizlaen CISA OPM 01-13.2018
SUBSEGMENTS

niclsen @Y 152w, vowume (28802 e, millions)

L52W, VALUE (S

cror | s

Domestic Premium | : s
mport I ¢

Beiow Premium I o3

Cicer N 0.2
Domestic Super Premium ] 0.4
Another I 04
Source: Neeisen CGA OPM 01-12-2018
niclsen Iy L52W, VALUE ($, millions)
Craft sa13

IR ===~ N0}
mport I, 272
Below Premium [l 213
Cider N 243
Domestic Super Premium [l 96

another N 349

#CraftBrewersCon

MANUFACTURER

L52W, TOP 10 MANUFACTURERS, VOLUME (28802 EQ)

Boston Beer

Millercoorns

Harpoon Brewery

Lagunitas Brewing Co
Anheuser-Busch ing

Allagath Brewing Company

Dogfish Head Craft Brewery
Craft Brew Alkance

Shipyard Brewing Company

Sierra Nevada

TOTAL CRAFT FORMAT

T S
| 199324 |
Cion |
mrm
105700 |
= )

L52W, FORMAT, VOLUME (28807 EQ), VALUE ().
SHARE OF CRAFT

= Draft

Value

teciyce COA OF' 03-12-2018

NCGA Craft Beer Report Market: BOSTON Data Period: 01-12-2018

44 4) 44 44
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¥
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BREWERS ASSOCIATION CRAFT
OUTPERFORMING BROADER SEGMENT

Above Premium finding success in segments beyond Craft

25

20 Hard SK
115
F.s Dom Super Premium
10
Mexic‘ ports
5 Cig@er
Imports
BA Craft Beer X-Axis: $ % Chg vs. YA
Y-Axis: Case % Chg vs. YA
2 Craf r § 8 13 Ze> 23
'?ottaEieBeeer/FM B/Ci#ler Size: $ Sales
.5
Source: Nielsen Scantrack, All Nielsen Measured Off-Premise Outlets (xAOC + Conv + Liquor Plus), 52Wks W/E 02/23/19 BA

#CraftBrewersCon eciio |



MOST CRAFT VOLUME FROM <$35 PRICE TIER;
STRONGEST GROWTH RATES IN $40-$50 RANGE

Craft Beer Price Segments:
$ % Growth vs. YA

} = N
9
it
5
3
1
1
7
-5
<$35 $35-$39.99 | $40-$49.99 ) $50-$64.99 $65+
% Craft $ 43% 26% 19% 6% 5%
# of Brands 1,311 2,262 2,352 1,102 2,749
Source: Nielsen Scantrack, All Nielsen Measured Off-Premise Outlets (xAOC + Conv + Liquor Plus), 52Wks W/E 02/23/19 BA
NOTE: Craft Beer Extensions with sales >$1,000 i latest year '

#CraftBrewersCon BREWERs |




$35-$39.99 | $40-$49.99 | $50-$64.99

43% 26% 19% 6% 5%

CONTRIBUTION
1,311 2262 2352 1102 2,749 TO SALES

. . New Holland F R O I\/I

Blu.e Moon Lagunitas IPA Elysian Space BallasF Point Dragon’s Milk
Belgian White : Dust IPA Sculpin IPA

. New Belgium Fat ) . Kentucky
Sierra Nevada : Bell's Two Ballast Point

Tire Amber Ale . Bourbon Barrel
Pale Ale Lagunitas Little Hearted IPA Sculpin IPA Ale
Sam Adams 9 Cigar City Jai Dogfish 90

Seasonal Sumpin Sumpin Alai IPA Minute IPA Lg\gigﬁi’ﬁeslig: f D E C R EA S E S A S
PRICE TIERS

-4.8% -1.6% +10.6% +8.5% +2.0% I N C R EAS E
26.4% 21.6% 15.3% 14.1% 11.2%
Source: Nielsen Scantrack, All Nielsen Measured Off-Premise Outlets (xAOC + Conv + Liquor Plus), 52Wks W/E 02/23/19 lr

|
NOTE: Craft Beer Extensions with sales >$1,000 in latest year I}

#CraftBrewersCon el




USE
ELASTICITY
TO GUIDE

YOUR
PRICING
STRATEGY

#CraftBrewersCon

WHAT IS PRICE ELASTICITY?

-1.50
Elasticity

Volume Sales

Price

The measure of volume impact
when price changes

B
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HOW CAN PRICE ELASTICITY HELP?

No differentiation

Fewer items in BaToer
' ' Low brand loyalt
Infrequent ) consideration yalty
purchase et set &
Nty Typical substitutable -3.0
kel Higher brand brands
Very high loyalty -2.0
brand loyalty -1.5
-1.0
Niche Less Sensitive Average More Sensitive Special- Commodity
Cand Liquor Laundry
Hair Care W a2y, W ( ( Beer Detergent

Deodorant J L Craft

—— Bath Tissue
Beer BA

#CraftBrewersCon HREH




CRAFT BEER LESS SENSITIVE TO PRICE CHANGES;
WITH THE EXCEPTION OF LIQUOR

REGULAR PRICE ELASTICITIES

-1.56

CONV FOOD LIQR

m Total Beer = Craft Beer

Source: Nielsen Pricing Models, 104-Weeks Data Ending Dec 2018 m

#CraftBrewersCon el



INCREASING PRICE IN FOOD DID RESULT IN SMALL
TOPLINE DECLINES; BUT WILL DRIVE PROFIT

Craft Beer ~ sold in Total US Food ~ as Dollar Value (000,000) ~ due to Actual Sales ~
for Latest 52 weeks vs 52 weeks YAGO: (3/3/18 - 2/23/19 vs. 3/4/17 - 2/24/18)~

' S Price ﬁ 3.29%

3,100
2,500 - 2 & - 71
, [ 2.515
2 440 | 1 I | ‘
2,100
1,600
Last Period Distribution Trends Competition Promotion Price This Period

bA
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THE IMPACT OF GOOD PRICING AND PACK
ARCHITECTURE

: IETE I

L] ; [ ]
O~ O
O
Sl EAS e
Increases consumer Sets the right
relevance product

expectations

B > geiay

Drives favorable Fulfills new usage Drives incremental
price-value occasions revenues and
perceptions profits

bA
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DRIVE SUCCESS WITH PRICING AND PACK
ARCHITECTURE

The “optimal” price point depends on your goals

@

C—=
C—=
—=

Optimizing package size & format (cans/bottles/etc.) is just as important as optimizing
price

When changing package sizes and/or format, testing to understand your ROI is
key- looking at other brands won’t give you the right answer

Consumer frame of reference is particularly important when pricing premium products

o) («=) (®

Understand how premiumization will impact your portfolio and your category

O
©)
O
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CREATE A LIQUOR PROMO PLAN

CRAFT BEER

-1.81

With a larger consideration set in the
Liguor channel, a promoted price
decrease will move the most volume
compared to Food or Convenience

CONV FOOD LIQR

m Promoted Price Elasticity

Source: Nielsen Pricing Models, 104-Weeks Data Ending Dec 2018 HA

#CraftBrewersCon Ml




OFFERING DEEPER DISCOUNTS DRIVES DOLLARS IN

LIQUOR

Craft Beer ~ sold in Combined Liquor Plus Liquor ~ as Dollar Value (000) ~ due to TPR ~
for Latest 52 weeks vs 52 weeks YAGO: (3/3/18 - 2/23/19 vs. 3/4/17 - 2/24/18)~

N

64, 400 17,108 325 J7 606
54 400
44 400
34,400 -
Last Period \ TPR Discount j TPR Quantity TPR Offer TFR Base Impact TFR Consumer Response This Period
A W
J
L]
BREWERS
#CraftBrewersCon AssociATion |




IN FOOD, DEEPER DISCOUNTS DRIVE UNITS BUT NOT
DOLLARS

All Craft Beer ~ sold in Alb/Sfy Total Company TA =~ as Units ~ due to TPR Discount ~ All Craft Beer ~ sold in Alb/Sfy Total Company TA ~ as Dollar Value ~ due to TPR Discount -
for Latest 12 weeks vs 12 weeks YAGO: (12/8/18 - 2/23/19 vs. 12/9/17 - 2/24/18)~ for Latest 12 weeks vs 12 weeks YAGO: (12/8/18 - 2/23/19 vs. 12/9/17 - 2/24/18)~

1,130,400
236,800

1,030,400

945,045 -31,616
930,400 913,428
20,714 192,088

186,800

171,374 830,400
136,800

Last Period TFR Discount This Period
Last Period TFPR Discount This Period

TPR Discount or giving a larger discount on promotion Is

Increasing unit velocity, but reducing the total dollar sales. BA
|

v
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CRAFT BEER OUTPERFORMS ON DISPLAY

14% 20%

TOTAL BEER CRAFT BEER
DISPLAY LIFT DISPLAY LIFT

#CraftBrewersCon hsemiion |



INCREASED DISPLAY SUPPORT IS DRIVING SALES IN
TEXAS

All Craft Beer ~ sold in Texas Food ~ as Dollar Value ~ due to Display ~
for Latest 12 weeks vs 12 weeks YAGO: (12/8/18 - 2/23/19 vs. 12/9/17 - 2/24/18) ~

4 )

449 600
16,755 -18,219
42908 I 23,276
] 380,260
49,892
349 600
312,200

249 600

Last Period Display Consumer Response Display Quantity Display Base Impact Display Discount Display Offer This Period

There are more craft beer displays in Texas than last year which Is
Increasing sales. The price discount and offer are weaker which
will improve margin. |

#CraftBrewersCon el




IN CONCLUSION

Know the strategy for Consumer, Channel, Price, Pack, and Promotions

BUSINESS DAIVERS [ ———C
Due-To Analysis " HAme s E

BAEY FOOD + sld in Total US Food + a5 Units (000) - due-to Actusi Sakes -

for Latest 52 weeks vs 52 woeks YAGD: (82717 - B718/18 vs. 4/27/16 - 19717} -
.....
a0 s 1250 2am s e

: 5o
— w00
204400
o Changed 15,952,996 LS (-4 13%) o 410,038,004 % 190,085.0°9

MacBook Air

Don’t go into it blind. g e

Nielsen Automated Business Drivers

#CraftBrewersCon hsemiion |



THANK YOU!

nielsen

@ ® ® ® @ % [ & (] PHENOMENAL DATA. EXPERT INSIGHT.
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