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Economic Impact

INFLATION SURGES AS GDP GROWTH SLOWS

Inflationary pressure around global supply chains - exacerbated by the war in Ukraine - is creating a headwind for
economic growth. EY Item Club has toned down its forecasting GDP growth of 4.3% in 2022, down from an earlier forecast of
4.9%, with the economy shrinking in Q2 2022. The forecast expects real income to drop the largest margin since the 1970s.
Stagnant GDP and high inflation is creating a current picture of ‘stagflation’ in the UK economy.
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Economic Impact

LEADING WHOLESALERS VALUE BY SUB-CATEGORY

Leading traditional wholesalers have seen share of combined value decline by -2.4ppts to 82%, following the boost seen
as aresult of the coronavirus pandemic. Foodservice wholesalers Brakes and Bidfood have seen their combined share of
the top 9 leading wholesaler turnovers increase by +2.4ppts year-on-year, with the market recovery slowly.

2019 Total 2021 Total 2022E Total

£26.9bn £30.1bn £33.0bn

Source: Lumina Intelligence, November 2022 3
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Economic Impact

INDEPENDENTS INCREASING FREQUENCY OF DEPOT VISITS

Independent retailers are visiting depots or using the click & collect option more frequently, over-indexing by +5ppts
compared to total retail. This helps independents to mitigate the impact of the increasing business costs, by avoiding paying
delivery charges. Enhancing the shopping experience at depots by improving fixtures to make it easier to navigate will allow

retailers to spot promotions.

Q. Have you changed the way you purchase

stock since the increase in costs?

19%

of independents are visiting

the wholesaler depot / Cash
& Carry more frequently to
avoid paying for delivery

1%
of independents are
selecting the Click & Collect
option more frequently
to avoid paying
for delivery

Source: Lumina Intelligence Wholesale Market Report, November 2022, * thegrocer.co.uk, November 2022

Bestway’s depot

Bestway has invested £250k on an in-depot World Cup
stadium promotional campaign nationwide, to encourage
retailers to maximise the key sales window. This is following

the success of the previous promotional events including

the “Your home this Christmas’ and the ‘Jubilee Palace’,
which were responsible for an estimated 20% jump in
sales.*
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Economic Impact

C-STORES ARE MORE AT RISK AFTER HFSS RESTRICTIONS

Convenience stores are more likely to be of a size above 2,000 square feet compared to other types of retailers,
meaning that 27% of c-stores are at risk after HFSS implementation. Wholesalers can help retailers mitigate the impact of
HFSS by creating regular newsletters informing retailers on how to adapt and offer compliant ranges of products.
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Source: Lumina Intelligence Wholesale Market Report, November 2022
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Economic Impact

RECESSION FORECAST FOR THE FIRST HALF OF 2023

Economic headwinds around energy prices and government instability is expected to lead to sustained high inflation,
interest rates and bills in Winter 2022/2023. EY Item Club has forecast that GDP will be negative at -0.3% in 2023, led by a
weak start to the year, before a stronger second half and 2024. Consumer discretionary spend will be hard fought for across the
next 6 months and it is expected that government support of the hospitality industry will be crucial for many.
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Economic Impact

MAJORITY OF FOODSERVICE OPERATORS HAVE CONTINUED INVESTMENT

Two thirds of foodservice have not postponed business planning and investment.

megan's G e N
Sy
Total Foodservice _ _ .

* In November 2022, Megan’s » Friday’s announced in 2022 it is
secured £5m of additional investing in further automation
funding from Barclays to expand and qualitative data gathering to

6 8% its restaurant portfolio. further its digital journey.

have not postponed planned

investment or development to its REVOLUTION EATALY
BARS GROUP

business
» Revolution Bars Group acquired « Eataly secured €200m
Peach Pubs in October for investment in September 2022 to
£16.5m to diversify its growth fund global expansion.
strategy.

Source: Lumina Intelligence Wholesale Market Report, November 2022, MCA, November 2022 7
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Economic Impact

BUSINESSES ARE DEVELOPING ON A VARIETY OF FRONTS

Sustainability, employees mental health and training, innovation and digitalisation are among initiatives that businesses
are prioritising in 2022. The breadth and split of topics for initiatives indicates the challenges that businesses across both

grocery retail and eating out are facing whilst negotiating headwinds around the economic landscape.

Are any of these initiatives being prioritised in your business in the next 12 months?
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workforce training these

mental wellbeing

Source: Lumina Intelligence Top of Mind Business Leaders Survey, July 2022
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Economic Impact

SUSTAINABILITY: SUPPLIER INNOVATION IN ACTION

Kellogg’s has opened a new centre to develop its health and sustainability credentials.

« Kellogg’s has opened a new food innovation centre at its i y D 4
Trafford Park Factory in Manchester. g &
s CULINARY
. . . K‘:fl -’ L 3
« The Culinary and Sensory Centre comprises a packaging SCENERES

M

design lab, culinary kitchen, sensory hub and a small-scale
cereal factory.

« The development is part of the businesses’ decade-long plan to
“improve its food so it is better for people, the community and
the planet”.

« The project has already seen the salt content of its Special K
range be reduced by -19.8% across the range.

» The packaging design lab will aid the business in trialling new
sustainable packaging options as part of its commitment to
transitioning to 100% reusable, recyclable or compostable
packaging by the end of 2025.

Source: Lumina Intelligence, The Grocer, November 2022 9
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