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Management Summary

Bord Bia commissioned this study from Pro-Intal to establish a better understanding of
channel developments in the foodservice sector in the island of Ireland. It is intended that
food and drink suppliers be given a clear understanding of the dynamics of the market
and the attributes needed to supply it in the future.

Pro-Intal is a leading specialist foodservice consultancy which works with many major
global food manufacturers such as Nestlé, Unilever and Kraft.

To complete the study two research methods were used:
Quantitative: Data supplied by national associations and industry surveys.

Qualitative: 25 interviews with key operators, wholesalers and contract caterers in the
Irish foodservice sector.

Overall findings

The Irish foodservice market grew by 22% from 2003 through to 2008 and was valued at
(7.22 billion at consumer prices and U2.34 billion at operator buying prices. Supplier
selling price is 10%-35% less, depending on product category and individual
arrangements.

From the beginning of the recession in 2008 to the end of 2009 the market fell by circa
10% and a further drop of 3% is anticipated in 2010.

The market breaks down by value as follows:

ACommercial Catering: 88%, Institutional (Cost) Catering: 12%
Alndependent Operators: 86%, Chain (Organised) Operators: 14%
AFood: 73%, Non Alcoholic beverages: 13%, Alcoholic Beverages: 14%

There are two routes to market:
ATraditionaI: via wholesale (particularly delivered) circa 85% of supply.
AEmerging: operators buy direct and contract logistics circa 15% of supply.

Overall, meat accounts for 40% of operator purchases, bakery and fruit/veg 20% each
and dairy 10%.
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Management Summary

Trends across channels
Commercial Catering

QSR (Fast Food)

A Channel Size 2009: (12.176 billion at consumer prices

A Structure and Trends: Chains account for 68% of value. Operators increasingly
buying direct.

A Dynamics: Fast growth to 2008, best performing channel in recession, good
growth anticipated to 2014.

FSR (Full Service Restaurants)

A Channel Size 2009: 1859 million at consumer prices

A Structure and Trends: Independents account for 95% of value. Delivered
wholesale critical to supply.

A Dynamics: Fast growth to 2008, rapid decline in recession, slow growth
anticipated to 2014.

Pubs/Coffee Shops

A Channel Size 2009: Pubs 02.061 billion, Coffee shops 1103 million at consumer
prices.

A Structure and Trends: Independents account for 92% of value in pubs, but only
18% in Coffee Shops. Delivered wholesale critical to supply pubs. Coffee shops
moving to direct purchase.

A Dynamics: Pubs - steady growth to 2008, rapid decline in recession, slow growth
anticipated to 2014. Coffee shops - dynamic growth to 2008, retrenching in
recession, modest growth anticipated to 2014.

Hotels
A Channel Size 2009: 1415 million at notional consumer prices.

A Structure and Trends : Chains account for 70% of value. Central supplier listing,
but chefs purchase via delivered wholesale.

A Dynamics: Rapid growth to 2008, rapid decline in recession, good growth
anticipated to 2014.
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Management Summary

Other Commercial Channels (Leisure, Travel)

A Channel Size 2009: 1150 million at consumer prices. Leisure (108 million,
Travel 042 million.

A Structure and Trends: Contract caterers and delivered wholesale important in
Leisure. Travel dominated by airlines and global suppliers.

A Dynamics: Good growth to 2008, rapid decline in recession, good growth
anticipated to 2014.

Institutional (cost) catering

Business and Industry

A Channel Size 2009: 1357 million at notional consumer prices.
A Structure and Trends: Contract caterers and delivered wholesale important.

A Dynamics: Good growth to 2008, rapid decline in recession, slow growth
anticipated to 2014.

Health

A Channel Size 2009: 4241 million at notional consumer prices.

A Structure and Trends: Centralised direct supply model emerging in ROI.
Delivered wholesale important in NI.

Dynamics: Good growth to 2008, steady in recession, slow growth to 2014.
Education

A Channel Size 2009: 1140 million at notional consumer prices.

Structure and Trends: Different in ROI and NI. Primary schools important in NI.
Contract caterers important in further education.

A Dynamics: Good growth to 2008, static in recession, slow growth to 2014.
Other institutional (Prisons, Military)

A Channel Size 2009: 140 million at notional consumer prices.

A Structure and Trends: Tender contracts for prisons (3 years in ROI). Delivered
wholesale of fresh ingredients is key.

A Dynamics: Slow growth to 2008, static in recession, slow growth to 2014.
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Management Summary

Conclusions
Consumer is king: Changed behaviour will create the future foodservice challenges.

Variety: There are a number of channels of different size, structure and dynamics.

Change: Recession has brought a change in operator requirements, a drive to
efficiency in the supply chain and forced a rethink by suppliers.

To o o Do

Future direction: Different channels will grow at different speeds in different ways.
Operators will look to suppliers as proactive partners who understand the channel.

Implications for suppliers

A Decide the role of foodservice in your business model.

A Understand customers and the dynamics of their business. Equally understand
consumers and why they visit certain channels.

A Understand the different value chain to retail. Consumer prices are 4 or 5 times that
obtained by suppliers. What are they paying for? How does it change by channel?

The supplier challenge in recession

Understand both your customer and his customer

*  Althoughthe causes of the recession are essentially economic, the resultant
collapse in consumer confidence will drive the changes infoodservice demand.

*  Consumers will notwanttoe change behaviour, butthey willneedto eat out less
frequently or spend less on per accasion.

*  Suppliers mustunderstand both “customer” elements of their market.

-

Consumer

Food supplier Foodservice “l wantwhat |
* Ingredient +  Trafficbuilding wan{where &
) - when | wantif®

Convenient = Experience .

. = olution enhancement And it must be:
A - Spend = Convenient

development = Green

*Healthy

Solutions tofoodservice

problems I Trendy

=Matural
and increasingly

Cpportunities to defend sales ......Cheap

Foodservice suppliers must major on two fronts

Realise consumer wants while delivering foodservice needs
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Management Summary

Key implications for suppliers

Recession is no place ortime for “fuzziness” in thinking oractions:

. Confusion oruncertainty means increased risk in arisk laden envircnment and

spells death.

. Absolute clarity and focus is essential for sursival.

Areas to focus on

Review the three key fundamentals, infroduce absolute direction and then communicate
it. The three fundamentals are:

Why are you in foodservice? What are your objectives?

Understand your key decision making customer {the foodservice operator)
and your customer proposition.

Understand your customer's customer — the consumer.

Review your relationship with intermediaries, the role they play in the market and your
business and how these could change in times of difficulty.

Knowledge is key. Without fact based market insight and understanding you will not
sunvive.

Recommendations for suppliers

Understanding the channel, its consumers and structure is the basis to move forward.

Focus: Decide the channels, products and customers that are key to your business
(Your fAmust win battleso). l denti fy channel
business.

Focus: Align the product, servicing and pricing specifically for foodservice and the
channels and customers you have identified.

Dondét delay or someone el se wil/l beat you -
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Management Summary

Summary recommendations

Analyse your business portfolio
A Identify what sells well and what is difficult.
A Work to secure the element that performs well and remove dilutive products

A Apply the 80/20ruleit ypi cal ly 20% of SKUOGS
I f you dondt t-laracovlt chdosesnaorrexctty. wi | |

Communicate your decisions to partners i RTM & customers.

A Screen all indirect costs i that is any cost not directly linked to either the product
or servicing the customer.

A Review your cost of goods i do a recipe analysis and switch to cheaper
ingredients without impacting quality.

A In recessionary France and Germany wholesalers immediately sought a
5% reduction in price.

A Examine NPD for relevance i think for every new product you may have to scrap
two existing products.

A Identify customers/channels who will be most resistant to recession

A For example those with a range of the following - loyal customer base,
strong brands/franchise, embryonic growth sectors with critical mass,
| ower cost channel sé.

A Focus your activities on these

For example your sales activity and market spend/support

Once this evaluation is complete, prepare:
A new mid term strategic plan for the recession based on these conclusions

AND an initial long term plan for managing post recession.
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Background to Research
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Objectives

This research has been undertaken to build onBordB i afiéCsper at or and Di s

profiles: | ri sh pkbisbedis Havember 2009Mtzammk te establish a
better understanding of channel developments within the Irish Foodservice sector with a
view to:

A Valuing each channel,

A Understanding recent and future developments,

A Highlighting how needs vary across channels,

A Examining strategies to help manufacturers in each channel.

The output of this research aims to provide food and drink manufacturers with a clear
and concise understanding of the dynamic in each channel and assist them in identifying
and servicing their target market.

Study Coverage

The study examines developments in both the Republic and Northern Ireland with a
focus on:

A Channel dimensions,

A Effects of recession and likely future developments.

Throughout the document, AROI O
and Al Ol 0 refers to island of |

Channel Information

For each channel the following information is mapped:

Food/beverage importance,

Key players and share,

Average spend data,

Development of Routes To Market (RTMs),

Key product categories,

Too Joo Joo Joo Joo o

Changing product formats.
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Methodology used

DATA OUTPUT INTERVIEWS

I
e
I
sl
]

RECOMMENDATIONS

This research project involved a combination of data gathering and interviews with key
players within the Irish foodservice sector.
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Pro-Intal specialises in research in the foodservice sector and conducts multi country
projects on behalf of global companies such as Nestlé, Kraft and Unilever, as well as
Bord Bia. The Pro-Intal database consists of country data accumulated by Pro-Intal over
their 30 years experience in foodservice projects conducted all over the world.

Sources of Information

In preparing this report, a number of different sources were used to gather information.
These included:

Data supplied by National Associations

A RAI (Restaurant Association of Ireland)
A BHA (British Hospitality Association)
A IHF (Irish Hotels Federation)

A ITB (Irish Tourist Board)

A NITB (Northern Ireland Tourist Board)

Interviews with operators, wholesalers and contract caterers

In total 25 interviews with operators, wholesalers, contract caterers and institutional
catering bodies were undertaken to obtain their views on the effects of the recession on
the specific channel in which they operate.

Market quantification

Quantification of the foodservice market is notoriously difficult due to its fragmentation
and lack of universal agreement on definitions and parameters of channels in the
industry.

Values for channels are always at retail selling price (RSP). In cases where food has no
retail price (e.g. hospitals), or is subsidised, a fair notional market value is ascribed.

While we take note of industry surveys from Euromonitor, CHD, Datamonitor and Mintel,
there is substantial divergence of market figures between them. Pro-Intal policy is
always to form its own views and consensus, rather than relying on any single one of
these reports.
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Summary of channel definitions

At the start of each section dealing with specific channels, a full definition is included on
what this research defines as being included within that channel. Generally, the
channels examined can be defined as the following:

Commercial Channels

A QSR: Quick Service Restaurants often called Fast Food.
FSR: Full Service Restaurants, where orders are taken at the table.
Pubs/Coffee shops: Pubs, Bars, Cafés with seating and Coffee Shops.
Hotels: Catering in hotels, guesthouses.
Leisure: Catering at venues for sport, entertainment or other events.

Vending: Automatic machines offering food and beverages whether free or by
payment.

Travel: Catering at stations, airports, in-flight or on trains

o o Do Do Do I

Retail: Store restaurants, particularly department stores.

Institutional Channels

To

B&l: (Business and Industry) catering to the workforce in offices and factories.

Health: Catering to patients in hospitals, clinics, care and rest homes.

To

Education: catering to pupils in schools, colleges and universities.

To

Government: Catering for Prisons and Armed Forces.
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What is Foodservice?

For the purposes of this report, foodservic
home. 0

The foodservice market on the island of Ireland is generally less developed than the
western European model. It:

A Represents around 25% of food spend on the island of Ireland compared to an
average of 33% across western Europe.

A Accounts for around 10% of eating occasions in Ireland compared with 14% in
western Europe.

A The market was valued at (6.5 billion at consumer prices in 2009. It represents 1-
2% of the western European market (at 2008 values and exchange rates).

The market encompasses a range of consumer occasions, motivations, channels and
outlets. It is diverse and varies by

A Channel and sub channel i the most common segmentation,

A Route to market i wholesalersof t en confused with fAcust ol
A Food and drink category,

A Consumption occasion,

A Level of segment development.

It is poorly defined, measured and understood. Definitions vary and tend to be company
driven.

In times of economic wellbeing most competent foodservice suppliers are successful.
The successful suppliers are those that understand and cater for their specific segment.
For all players understanding, insight, segmentation and focus are key.
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This understanding needs to go beyond distributor or even channel:

Location:

BUT most

A Place of purchase ' w
supplier thinking

Place of consumption

begins and ends
with distribution

Consumer motivation

AOn-the-go, i ndul gence, fuel, el ebration, ¢
Occasion

Breakfast, lunch, dinner, et ween meal s
Operation

You also need to

know and relate

Commercial or non-commercial (social) to your end
market

Chain or independent

What drives foodservice customers?

Foodservice operator profitability is driven by:
Traffic

They seek food, beverages, experiences, ambiance, service that attract customers and
enhance traffic.

Occasion

The | onger an outlet i s Aopeno the more the
times.

Spend per occasion
Foods and beverages that maximise consumer spend at each occasion.

These are the key metrics by which the main operators measure the performance of
their business.

Operators need/seek help from their suppliers. They look for solutions and those suppliers
that provide them have a competitive advantage.
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Glossary of terms used in report
The following terms and acronyms are used in this report:

AFH: Away from Home (food consumption) as opposed to retail, which is food
bought in shops for home preparation and consumption.

Broadline distributor: a delivered wholesaler who carries all foodservice supplies
rather than specialising in one product category.

Cash and Carry: A large outlet where foodservice operators and small retail
traders themselves come to purchase.

Commercial Foodservice: channels where catering for profit is the prime motive.

Contract: The direct supply of products to chains of outlets who buy centrally. Also
knownasfi wh e e | #én viewnof tiyedole of wholesalers who provide the logistics
support (delivery), but do not buy or sell.

Contract caterers: Companies to whom the management of facilities such as
foodservice is outsourced: mainly in the Institutional and Leisure channels.

C Store; convenience store where hot food is sold to eat in and take away. C-
Stores are included in this survey and those of Euromonitor and Mintel, but
sometimes excluded from definitions of foodservice.

Customer: the person to whom the supplier sells, usually the wholesaler or the
operator.

Delivered wholesale: Supply of product to outlets via delivery vans, often on a
daily basis.

Direct: Where operators buy from markets or farmers direct rather than through
intermediaries such as wholesalers.

Foodservice channel: the acknowledged grouping of foodservice outlets by type
(each of the main channels is defined separately).

Institutional Foodservice: often known as cost catering, channels where catering
is a service provided free or with a subsidy.

Operator: the company running the foodservice outlet or chain of outlets.

o Po To o Po I» Po o Do Do Po Do I» Do

RTM: Route to Market; How to get the product to the end consumer. To whom
potential suppliers sell, logistics involved.
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Trends In Irish
Foodservice Market
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Historically growth in the Irish foodservice market has been traffic and volume driven,
essentially more people eating out and increased regularity of eating out. Of the
commercial foodservice growth between 2003-2008:

A More came from increased traffic generally,

A Driven by lower priced channels such as pubs/coffee shops and QSR,
A Less came from price gains,

A Largely in more premium channels such as FSR and hotels.

The Institutional foodservice market in Ireland has been largely stable but even more
cost driven.

Market Dynamics

From 2003 to 2008 the market grew by 22% and was valued at:

A 0 7.22 billion at consumer prices.
A U 2.34 billion at operator purchasing prices.

In 2009, the middle market lost traffic as consumers ate/drank out less frequently or
down-graded with price reductions exacerbating the situation. QSR, on-the-go and take-
away gained in traffic through down trading.

A In the first half the market started to slide.
By the end of 2009 it had fallen by circa 10% to:
A U 6.54 billion at consumer prices.

A 0 2.21 billion at operator purchasing prices.
Over 2009 the picture varied by market position:

A Sales in up-market and middle market outlets declined most,
A Lower cost operators remained in growth albeit at a lower rate,
A Chains have generally performed better than independent outlets,

A The state sector maintained volumes, but tightened margins.

In 2010, a further contraction in value of around 3% is anticipated. Middle and premium
markets are feeling increased pain.
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Main foodservice market breakdown: island of Ireland

Chains account for 14% of
outlets.

Sales value per chained
outlet is double that of
independents for the
Pubs/Coffee shops and 2.4
times in the QSR channel.

Chains are less important in
FSR and Pubs/Coffee shops.

Most growth has come
historically in commercial
channels.

Institutional channels
account for just 12% of
market value, but closer to
25% of volume.

Contract caterers and
wholesalers do not dominate
the institutional market as
they do in the UK.

Breakdown by channel overall

Institutional
12%

Commercial
88%
Food/Beverage split by value

Soft Beverage Alc Beverage

13% 14%

Food
73%

Breakdown by outlet ownership

Organised
14%

Independent
86%
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Irish Foodservice Market, 2003-2009 (Um @ RSP)

Value Change
2008 %

QSR 1,651 2,187 33% 2,176 (1%)
FSR 824 957 16% 859 (10%)
Pubs/Coffee 2,257 2,548 13% 2,164 (15%)
shops
Hotels 333 505 52% 415 (18%)
Other 170 193 14% 150 (22%)
Commercial*
Total

. 5,235 6,390 21% 5,764 (10%)
Commercial
B&l 347 425 22% 357 (16%)
Health 206 241 17% 241 | 0 eeee--
Education 128 140 9% 140 [ -
Other

ol A0l 00000 e

Institutional** & . = .
Total 719 846 18% 778 (8%)
Institutional
TOTAL 10l 5,954 7,236 22% 6,542 (10%)
TOTAL ROI 4,415 5,390 22% 4,740 (12%)
TOTAL NI 1,539 1,846 20% 1,802 (2%)

Percentage change figures in brackets denote a decline.

*  Other Commercial = Leisure, Events and Travel.

**  QOther Institutional = Catering for Prisons and Armed Forces.
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Irish Foodservice Market, 2010 forecast (Um @ RSP)

Forecast
Channel
2010
QSR 2,176 2,200 1%
FSR 859 820 (5%)
Pubs/Coffee shops 2,164 2,020 (7%)
Hotels 415 395 (5%)
Other Commercial* 150 142 (5%)
Total Commercial 5,764 5,577 (3%)
B&l 357 341 (5%)
Health 241 241 | -
Education 140 141 1%
Other Institutional** 40 K
Total Institutional 778 763 (2%)
TOTAL 10l 6,542 6,340 (3%)
TOTAL ROI 4,740 4,585 (3%)
TOTAL NI 1,802 1,755 (3%)

Percentage change figures in brackets denote a decline.

*  Other Commercial = Leisure, Events and Travel.

**  QOther Institutional = Catering for Prisons and Armed Forces.
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Irish Foodservice Market, forecasts to 2014 (Um @ RSP)

2010

forecast
QSR 2,200 2,534 15%
FSR 820 869 6%
Pubs/Coffee shops 2,020 2,205 9%
Hotels 395 460 16%
Other Commercial* 142 190 34%
Total Commercial 5,577 6,258 12%
B&l 341 373 9%
Health 241 247 3%
Education 141 147 4%
Other Institutional** 40 42 5%
Total Institutional 763 809 6%
TOTAL IOl 6,340 7,067 12%
TOTAL ROI 4,585 5,146 12%
TOTAL NI 1,755 1,921 10%

Percentage change figures in brackets denote a decline.

*  Other Commercial = Leisure, Events and Travel.

**  Other Institutional = Catering for Prisons and Armed Forces.
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Route To Market breakdown: foodservice 10l 2009

Purchase value at operator purchasing prices

64% 15%

8% 10% 3%
Delivered Wholesale Cash & Carry
_ Contract Direct . Retail
Awheels onlyo
Musgrave Musgrave
Pallas Gilmartins Musgrave
Allied Foods BWG Pallas
Odaios Cox Total Produce
O 06 K a rBeakes Makro 06 K a rBeakes
Crossgar/3663 Crossgar/3663

For detailed company profiles, referto Bord Biaii Oper at or and Di st r|it
Foodservice Ma r k Bublished: November 2009
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Foodservice Route To Market

Typically, two routes to market are evident in the Irish foodservice sector, namely;

Traditional supply chain Emerging supply chain

(circa 85% supply) (circa 15% supply)

rEd rES

72% 16% 3% 5% 4% 380,  10% 50% 1% 1%

INTN Y

Direct Retail
Awheels onlyd Wholesale Carry Direct  Retall

Carry
Contract Delivered Cash &

Delivered

Contract
Wholesale

Afwheels onlybo

Emerging supply route in
QSR, Hotels, Health, Chains and
Contract Caterers

Dominant supply route in
FSR, Pubs, Independent Operators

The traditional supply chain, heavily dependent on delivered wholesalers is slowly being
replaced by more direct negotiation between operators and suppliers.

The traditional wholesalerds role is now to
buying and selling themselves, thus cutting cost in the chain.
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Foodservice product breakdown by value
(Operator buying prices)

Fish Others
5% 5%
0 Meat/Poultry
. ] , 40%
Dairy ull2m ull2m ’
0, -
10% (1884m
0221m
Veg/Fruit
20%
0u442m
Bakery
20%
u442m

The foodservice market in 10l is worth about (2.21 billion at operator purchase prices. At
supplier selling prices this is less when they sell though a wholesaler who require their own
margin, which varies from 10%-35%, depending on the product category.

Fresh product tends to have the lowest wholesale margin. Meat, the largest individual product
category accounts overall for 40% of purchases by value.

This product mix is driven by menu content and therefore broadly applies to foodservice
operators across most commercial channels (except coffee shops where bakery and dairy are
very important) and all institutional channels.

Food/drink splits are broken down by individual channel in the relevant sections of this report.
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Foodservice meat breakdown by value
(Operator buying prices)

Pork ngp b Beef
11% ’ 36%
G97m ud4m (318m
Bacon
21%
0185m
0238m
Poultry

27%

The Irish foodservice market for beef is still the most valuable in the meat category. At
supplier selling prices this is less when they sell though a wholesaler who requires their own
margin, which varies from 10%-35%, depending on the product category.

As well as supplying the domestic foodservice market, Irish meat producers are important to
international chains such as McDonalds.

Poultry (chicken specifically), is rapidly g
accounting for 27% of value in Irish foodservice, it makes up nearly 40% of volume

purchased by operators. Given most chicken is imported, this has potentially negative
consequences for Irish meat suppliers.

Beef prices have risen in 2010 and operators in price competitive areas such as FSR are
switching even more emphasis from burgers to
deal s o0 -tooscioupaoorisumers.
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Sales by Commercial foodservice channel, 2003-2014 (Um @ RSP)

QSR

3000

2534

2500

2000

1500

1000

500

2003 2008 2009 Forecast 2010 Forecast 2014

Pubs/Coffee shops

3000
2548

2500 2257 2205
2164 2020

2000

1500 ~

1000 ~

500

0 ,
2003 2008 2009 Forecast 2010 Forecast 2014

FSR, Hotels and Other Commercial

3000
2500
2000
1500 EFSR
1000
E Hotels
500
B Other Comm.
0
2003 2008 2009 Forecast Forecast
2010 2014 31
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Sales by Institutional foodservice channel, 2003-2014 (Um @ notional RSP)

Business & Industry

500
425

400 327 357 a1 373

300

200 A

100 -~

0 _
2003 2008 2009 Forecast 2010 Forecast 2014

Health

500

400

300

206 241 241 241 247

200

100

0 _
2003 2008 2009 Forecast 2010 Forecast 2014

Education and Other Institutional

500
400
300
200 E Education
@ Other Inst.
100 :. . . . .
0
2003 2008 2009 Forecast Forecast
2010 2014
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Developments by Channel
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Commercial Channels

-QSR
-FSR
-Pubs/Coffee Shops
-Hotels
-Other Commercial channels

(Leisure/Events, Travel)
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OSR

Channel dimensions
What is it?
How big is it?

What is changing?
What are the main segments?
Who are the leading players?

How is the market reached?

What are the drivers?
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What is QSR ?

QSR (better known as Fast Food) is distinguished within the foodservice market by:

Counter service (as opposed to table service in full service restaurants),
Limited menus sold in large quantities,
Low price points against other channels,

Systematised operation requiring low skill levels and culinary expertise on the
part of staff,

High levels of cost control throughout the operation including purchasing,
Aggressive marketing strategies,

TooJoo oo oo >0 T>o I

Increased migration to other channels (Retail, Travel and Leisure).

OUTLINE PERFORMANCE (Sales um at Notional RSP)

3000
2534
2
500 2187 2176 2200
2000
1500 A
1000 A
500 -
0
2003 2008 2009 Forecast 2010 Forecast 2014
Rapid growth of Largely static in Good growth of 15%
33% to 2008 2009/10 forecast to 2014

38
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QSR was the best performing channel during the recession 2008-2009.

It appeared to benefit from a fall in disposable income generally resulting in trading
down from FSR and Pub Bistros to cheaper alternatives.

Chains dominate the dynamics of QSR (unlike other channels). They were quick to
react to the downturn.

01 and U2 menus were offered by McDonalds, Burger King and KFC.

o o To  Io Ix

While average bill size necessarily declined as a result, overall traffic was up and
overall sales slightly increased.

How big is QSR in Ireland ?

Total Value 2009

02.176 Billion @RSP

Food/Drink Eat In/Take Away

Drink
Eat In

34%

Food Take Away
81% 66%
Outlets Value
Independent Chains Independent

32%

52% 48%

Chains
68%

A QSR is heavily biased towards food, drink is inevitably non alcoholic.
Take-away facility is dominant over eating in (although McDonalds is changing this).

A While chains have fewer than half the outlets, they have more than two-thirds of sales.
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How big is QSR in Ireland? (Um @ RSP)

QSR Sales Sales  Ouitlets Average Average

Channel 2009 % 2009 Outlet Outlet Sales
G million Chains Sales p.a. p.a.

Chains  |ndependent
a 000 4 000
Bakery/Gen 747 36% 1,572 724 399
Burger 532 94% 368 1,620 550
Chicken 74 82% 60 1,452 722
Fish 120 9% 684 769 164
C Store 616 96% 1,157 539 419

Others 87 67

Total 2,176 68% 3,908 787 338

The largest sector by value is bakery which commonly includes pizza as well.

C Stores (Convenience stores) are usually classed as QSR as many have hot food
facilities (inevitably take-away).

Fish & Chip shops have the fewest chains. Burgers account for the most by value.
Sales per outlet are greatest in chain burger outlets, although it is not uncommon for

a McDonalds outlet to have turnover in excess of (2 million per year (150,000 per
week).
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QSR growth to 2008 by segment (Um @ RSP)

QSR Sales Sales Increase a a
Channel 2003 2008 % Value Value
G million g million per bill, per bill,

2003 2008

Bakery/Gen 528 735 39% 5.93 6.50
Burger 313 522 67% 5.82 7.42
Chicken 24 68 183% 5.93 6.38
Fish 143 133 (7%) 7.45 7.51
C Store 566 633 12% 5.65 5.26
others 78 96 23% 557 6.19
Total 1651 2187 33% 5.90 6.29

Percentage change figures in brackets denote a decline.

The engines of growth from 2003 -2008 were burgers and bakery while fish & chips
declined.

Burgers were able to increase the average bill by 27%, but the average bakery bill
only increased 10%. The highest priced meal in 2003 was fish & chips and this
contributed to the overall decline in sales in the fish & chip category, where average
bills only increased slightly in the period.
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QSR 2008 to 2009 by segment (Um @ RSP)

SEES Sales Increase/ u Value U Value
2008 2009 Decrease per bill per bill
Gmillion  Gmillion i Al ALt

Bakery/Gen 735 747 2% 6.50 6.50
Burger 522 532 2% 7.42 7.36
Chicken 68 74 9% 6.38 6.37
Fish 133 120 (10%) 7.51 7.04
C Store 633 616 (3%) 5.26 5.30
others 96 87 (10%) 6.19 5.78
Total 2187 2176 (1%) 6.29 6.27

Percentage change figures in brackets denote a decline.

Overall QSR had to discount to show a slight decline in sales. However, the
different sub-segments reacted very differently to recession:

A Bakery maintained average spend and increased sales,
A Burgers and chicken reduced average spend to increase sales,

A Fish & chips saw both a reduction in average spend and in overall sales.
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QSR growth outside freestanding sites 2003-2008 (Um @ RSP)

QSR Sales Sales Increase Outlets Outlets Increase
Channel 2003 2008 % 2003 2008 %
a a
million million
Freestanding 1379 1804 31% 2712 3116 15%
Leisure 65 75 16% 179 221 24%
Retalil 117 172 47% 248 319 29%
Travel 90 135 50% 221 285 29%
Total 1651 2187 32% 3360 3941 17%

As high-traffic freestanding sites became harder to find from 2003 to 2008, so QSR
operators planted their concepts into sites in leisure, retail and travel. While growth in
freestanding sites was less than other venues, non-freestanding each generated lower
marginal values.

QSR venue performance 2008 7 2009 (Um @ RSP)

QSR Sales Sales Increase Outlets Outlets Increase

Channel 2008 2009 % 2008 2009 %

u
million

u
million

Freestanding 1804 1774 (2%) 3116 3056 (2%)
Leisure 75 7% (1%) 221 226 2%
Retail 172 177 3% 319 333 4%
Travel 135 141 4% 285 293 3%
Total 2187 2167 (1%) 3941 3908 (1%)

Percentage change figures in brackets denote a decline.

The recession saw less freestanding QSR sites as a few uneconomic ones closed. More
QSR sites were opened in leisure, retail and travel sites. Retail and travel sites saw both 43
sales and outlets increase.
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QSR: the leading players in ROI

Market Sales
Share a million

% 2009 @RSP
Centra Musgrave Gp Ltd 10.2 222
Spar Int. Spar BV 9.9 215
Mc Donalds Mc Donal dés Corp 8.8 191
Londis ADM Londis plc 7.7 168
Supermacodés [Supermacdés Ltd 4.6 100
O Briens Abrakebabra Ltd 3.7 80
Eddie Rockets Eddie Rockets City Diner Ltd 3.1 67
Burger King Burger King Holdings Inc 2.2 48
KFC Yum Brands 2.0 44
Apache Pizza Good Food Co Ltd 1.8 39
Abrakebabra Abrakebabra 15 33
Subway Doctors Associates 15 33
Other Chains 11.0 239
Total Chain Value 68% 1480
Independents 32% 696
Total Value 100% 2176

Chains increased sales by 42% in the 5 years to 2008, while independent outlets only
increased by 13%. This pattern is expected to remain in the future.

McDonalds, Burger King and KFC have significant presence in both ROl and NI.

o
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Forecast: QSR 2009 to 2014 by segment (Um @ RSP)

QSR Sales Sales Increase/ Sales Increase/
Channel 2009 2010 Decrease 2014 Decrease
@RSP v a % G %
million million million
Bakery/Gen 747 759 2% 898 18%
Burger 532 541 2% 654 21%
Chicken 74 76 3% 90 18%
Fish 120 118 2% 110 (7%)
C Store 616 618 - 694 12%
others 87 88 1% 88 -
(Independents) 696 691 (1%) 710 3%
Chains 1480 1,509 2% 1824 21 %
Total 2176 2,200 1% 2534 15%

Percentage change figures in brackets denote a decline.

Overall QSR is forecast to grow only 1% in 2010, but by over 3% per year to 2014.
Within this though, there are significant divergences.

The fastest growing channel segments will be burger, chicken and bakery, the
fastest contraction will be fish and chips.

The lions share of the gains will go to chains rather than independents and chains
will drive channel growth.

o
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Route To Market breakdown: QSR Summary

The market to supply QSR is valued at around U690 million at operator buying
prices.

Chains dominate this channel and increasingly are looking to purchase direct
from a supplier, rather than via a wholesaler.

Thet radi ti onal wholesale deliverognlryd e is b
arrangement where the wholesaler acts only as a logistics provider.

International chains purchase on a Pan European basis: 20% of all beef used in
Europe by McDonalds is supplied by Irish farms, equating to a contract worth
(a80m annually.

The chain customer dictates the format of delivery, and to eliminate wastage,

there is a larger prevalence of frozen product supplied in this channel as against
others.

o
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QSR i n t he mgeoteefsomithe sharp Bndo

Feedback from interviews during the research highlighted the following
developments:

Delivery format?

AiPre prepared always. Frozen mainly (inc b
(worl dwi de) standards. Dairy is chilled. o

Will the format change?
ANot at all, the system would never allow

Channel in the recession?

il do not know too much about other channe
in our channel and our channel gained share against more expensive or
formal restaurants. o

Sharing chain pain?

ACommodity prices fell so things were not
mai ntained. 0

Suppliers pro-active?

fVery. We have an "open book" anyway and there is no shortage of
potential meat suppliers”. We are aware of commodity prices as you would

~

expect éother chains must be too. d

Long term post recession supply?

ANot reallyéwe source globallyémaybe more

o
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QSR in therecessioniinquotes from the shar

Hard hit channel?

AWe reacted quicker, were more aggressive
coming out better. o

Credit issues?

fWe have standard terms and these have not

Evolution of supplier relationship?

~

Al think we came together even more
anyway, not a contest. o

, but

Specific channel opportunities?

AThere are always opportunities within o
oft he recession. 0

Attributes of future successful suppliers?

AThese have not changed. We give a spec
with absolute consistency. Price remains competitive. Any commodity

price gains are handed on by suppliers. We do not need suppliers to be

proactive in product as these innovations we dictate. Demonstrate an

interest in us and our customersébe awar

"The key is to fit to our system as we will not fit yours."

o
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FSR

Channel dimensions
What is it?
How big is it?

What is changing?
What are the main segments?
Who are the leading players?

How is the market reached?

What are the drivers?
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What is FSR ?

Covers oO0conventional 6 formal restaurants,
characterised by sit-down table service and extensive food preparation and wide

choice of dishes on offer; casual dining chains (e.g. TGI Fridays) tend to have a

central theme either in terms of menu or in-house atmosphere.

OUTLINE PERFORMANCE (Sales um at Notional RSP)
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FSR in Ireland traditionally

A Full service restaurants in most of Europe are in long term decline as fast foods
and eating at home with high levels of home entertainment becomes the norm.

The channel has tried to arrest this decline with newer more casual formats which
appeal to diners with time available.

Pizza restaurants in particular have benefited from this trend.

FSR grew rapidly in Ireland from 2003 to 2008 which, compared to the rest of
Europe, had high restaurant prices anyway. This combination of increased traffic
and high prices drove the channel.

It also encouraged many new independent operators to start up and chains such
as TGl Fridays and Gourmet Burger Kitchen to open.

Ireland also had many very premium restaurants which relied heavily on business
custom.

High tourism levels augmented this position even more.

To Io  To o Do o I

Thus the channel was highly leveraged against increasing consumer expenditure
and ill-equipped to counter a downturn.

FSR in Ireland in the recession

A FSR has been one of the poorest performing channels in Irish foodservice during
the recession.

While there was steady growth to 2008, the recession saw sales values slump by
10% in 2009 and current evidence suggests the position may fall by a further 5%
in 2010.

Some formats suffered worse than others and, in general, up-market outlets and
those relying on business custom fared worst of all.

Discount menus, fixed price meals and early bird specials have characterised the
channel 6s attempts to maintain some vol

o o Do I»

Volume and custom are critical to cover large fixed overheads (property and
labour) and the failure to attract custom has seen an undue number of closures
over the past year.
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How big is FSR in Ireland ?

Total Value 2009
U859million @RSP

Food/Drink Eat In/Take Away

Drink Take Away

16%

68%

Eat In
84%
Outlets Value
Chains Chains
3% 5%

Independent Independent
97% 95%

FSR is heavily biased to independent outlets. Chains have little impact on the dynamics
of the channel.

Many restaurants are opened, but the failure rate is very high and it is thought that more
than 50% of new FSR openings have closed or changed ownership in the first year of
operation.

Drink plays a greater role than in QSR, particularly alcohol. More outlets are offering
take away facilities as Home Meal Replacement becomes an accepted meal option.

o
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How big is FSR in Ireland? (Uim @RSP)

Sales Sales Average Average

2009 % Outlet Outlet Sales
G million Chains Sales p.a. p.a.

Chains Independent

G thousand a thousand
European 569 5% 1,966 393 285
Asian 200 1% 912 240 218
Other 90 3% 333 302 261
Total 859 4% 3,211 377 264

FSR restaurants are increasingly difficult to segment as menus become more varied,
more internationally influenced and more adventurous.

European restaurants in FSR are comparatively more Irish in menu style than
mainland UK, but have developed more Continental European slants to their menus
over the last decade. European style FSR restaurants take on average 32% more
than their Asian counterparts.

Asian restaurants encompass Chinese, Indian as the main styles but more Japanese
and Korean barbeque have opened, particularly in Dublin.

Chains are a very minor part of the market which is very fragmented.
Chain FSR restaurants take, on average, 43% more than independents.

The split is broadly the same in ROI and NI, although there are a few more chain
outlets in NI.

53

4

Growing the success of Irish food & horticulture Bord Bia
Irish Food Board




FSR sales 2003 to 2009 by segment (Um @ RSP)

FSR Sales Sales Increase Sales Increase/
Channel 2003 2008 % 2009 (Decrease)
a U a million %
million million
European 571 639 12% 569 (11%)
Asian 201 218 8% 200 (8%)
Other 52 100 92% 90 (10%)
Total 824 957 16% 859 (10%)
ROI 610 730 20% 638 (13%)
NI 214 227 6% 221 (2%)

Percentage change figures in brackets denote a decline.

The engines of growth in the FSR segment to 2008 were mostly new formats such as
American and Mexican.

ROI benefited particularly from an expanding economy and increased tourism.
The recession in 2008/2009 saw value in the channel fall by over 10%.

The decline was felt slightly less overall in Asian formats, although the decline per outlet in
European and Asian formats was similar.

Discount meal offers and fewer course taken by customers were common to stem a drop in
traffic across the board.
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FSR: leading players

Unlike QSR, there are few chains in FSR. This mirrors the position in UK and all other
European countries.

The nature of a successful restaurant depends heavily on micro-management and attention
to detail at the outlet level. This therefore negates many of the advantages of rigid systems
which are so successful in QSR.

FSR is also a favoured channel for entrepreneurs who wish to open their own restaurant
and it is always important for them to stamp their own style and personality on the
operation.

The sector is also internally volatile with a good proportion of start up restaurants not being
economically viable. This volatility has been exacerbated in the recession.

The principal chains therefore (Fitzers and FXB in ROI) have little impact in this channel.

Other notable chains are Pizza Hut (Yum Brands), but this is mainly run as a franchise,
Gourmet Burger Kitchen and TGl Fridays.

For the above reasons, it is delivered wholesale that have the best view of the market as a
whole since they supply most individual outlets.

Suppliers should regard market intelligence coming from these delivered wholesalers as
crucial in understanding the needs.

o
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Forecast: FSR 2009 to 2014 by segment (Um @ RSP)

SEIES Sales Decrease Sales Increase/

2009 2010 % 2014 Decrease

U u U million %
million million

European 569 542 (5%) 573 6%
Asian 200 194 (3%) 207 7%
Other 90 84 (7%) 89 6%
Total 859 820 (5%) 869 6%

Percentage change figures in brackets denote a decline.

Overall FSR is forecast to decline further in 2010 and grow only slowly to 2014. There is
forecast to be further decline in all sectors for the next year until the economy picks up.
While volumes pick up, it is likely that values will be depressed and operators believe
discounting and fixed price menus will be a permanent feature of the channel for the
foreseeable future.

The | i on 6s ofthegaine willbgb to thersynall number of chains rather than
independents. Asianr est aurants with their fAall you ¢
better than others.

Route To Market breakdown: FSR Summary
The market to supply FSR is valued at around G275 million at operator buying prices.

As wholesalers are the main route to market, the actual supplier price will be 10% to 35%
lower than this. This reflects the wholesalers margin which varies according to product
type, with fresh product generally having the lowest and fully prepared/ready meals, the
highest.

This traditional wholesale delivery role of a broadline distributor will always be important
since the economics of the route to market hinge on the efficiency of the last mile delivery.

The wholesaler dictates the format of delivery, but fresh and chilled are important and
therefore daily deliveries may not disappear in the short term and frozen product supplied
in this channel is primarily a back-up (chips, veg. etc).

It is also important when considering the wholesaler route to market to remember that they
will service other outlet types from the same delivery schedule and therefore a product
applicable to Pubs/Coffee Shops as well as FSR would be more attractive to them.
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FSR i n t he guotesefos ihe sharp @do

Feedback from interviews during the research highlighted the following
developments:

Delivery format?

ANearly all from scratch and this has nof
back up. o

Will the format change?

AfiHas not changed and will notérely on | oc

Channel in the recession?

AnPeople are demented about value for mone
People are just not going out. Average spend down, sharing starters, starter
asmaincourse. 25 menu has become standardébut v
03540 as a tab with drinks. o0

Sharing chain pain?

AYes, our supplier (distributor) has been
Suppliers pro-active?

ALocal supplier s réabsetbingblave chargédé wer t o
Long term post recession supply?

inPeople have more o
t t

a fNDeal 0 mentality i
hink el ements of S

f
h i wi || never go away
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FSR i n t he guotesefos ihe sharp @do

Hard hit channel?

iWe have both Caf® Bars and Restaurants.
restaurants have been worst hit, they onl

Credit issues?

Al know the suppliers are very wary with
bankruptcies....but what can they do...they either try to live with it or see them
go under . 0

Evolution of supplier relationship?

AiWe have found our suppliers mostly helpf
in future we must recognise it is a part.

Specific channel opportunities?

ALocal small suppliers that can produce
to buy | ocal and Irish to help the econol

Attributes of future successful suppliers?

AfiConsistency of quality and supply. Rec
planning. Accept reasonable payment terms. Understand our business and if
|l ocal and small, that we still need consi
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Pubs/Coffee Shops

Channel dimensions
What is it?
How big is it?

What is changing?
What are the main segments?
Who are the leading players?

How is the market reached?

What are the drivers?
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What is Pubs/Coffee Shops?

Pubs/Coffee Shops within the foodservice market covers cafeterias, bars, clubs,
coffee shops (Starbucks style and traditional coffee shop outlets), tearooms and ice-
cream parlours with table service and self-service offerings as well as bakeries that
offer snacks, mini-meals and drinks for on-premise or on-the-go consumption.

OUTLINE PERFORMANCE (Sales um at RSP)
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Pubs/Coffee Shops in Ireland traditionally

A
A

A

As the biggest channel, pubs have played a central role in the development of
foodservice in Ireland.

The channel is still dominated by the pubs and bars sector which, with
traditional cafes, accounts for 95% of sales value. However, there has been a
l ong term decline in many pubsdé drinks

A The smoking ban,
A The closure of many uneconomic outlets,

A High on-trade prices and cheap supermarket prices for alcohol
throughout the 10I.

While growth was good in the channel in the 5 years to 2008, it tailed off
towards the end of the period due to the smoking ban and sales were broadly
flat from 2007 to 2008, even before the recession began.

The dynamic sector within this channel has been coffee shops. Outlet numbers
doubled in the 5 years to 2008 and sales per outlet even outstripped that
figure.

Pubs/Coffee Shops in Ireland in the recession

A

Do o Do Do

Recession however hit pubs particularly hard. Pubs that had enjoyed
lunchtime sales saw it suddenly disappear in mid 2008. This loss of trade has
resulted in a crisis in the licensed trade.

Licensed Vintners Association confirmed to this study (May 2010) that over a
guarter of their members reported a yearly sales drop in excess of 30%. Most
of the talk in the trade centres around survival, with few looking long term.

Those that are, see a value food offering and cooperation with suppliers as
crucial.

The previously burgeoning coffee shop chains were also hit. Those who were
getting U8-9 for a coffee and muffin or snack saw trade collapse as consumers
stopped Atreating themselveso.

They have had to bring in U3 specials of coffee plus snack and claim to have
maintained overall footfall and sales.

o
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How big is Pubs/Coffee Shops in Ireland ?

Food/Drink

Drink
48%

Food
52%

Outlets

Chains
3%

Independent
97%

Eat In/Take Away

Take Away
10%

Eat In
90%

Value

Chains
5%

Independent
95%

Chains have minimal impact in this channel overall, unlike UK mainland where chains
dominate. Chains (such as Insomnia) do dominate coffee shops.

Food is now more important than drink in sales terms for pubs.
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