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Trends in the U.S Pet Market

» Market Snapshot

» Towards Transparency in Pet/Food
» Wellness Unleashed in Pet Supplies
» The Internet as Game-Changer
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U.S. Pet Market Retail Sales, 2013-2017

2013 2014 2015
Retail Channel
Pet Food/Treats $28.22 $28.91 $30.04
YOY % Chg 5.3% 2.4% 3.9%
Retail Channel
Pet Supplies $13.93 $14.32 $15.30
YOY % Chg 4.7% 2.8% 6.8%

2016
$31.52
4.9%

$16.39

7.1%

Source: Packaged Facts, U.S. Pet Market Outlook, 2018-2019 (March 2018)

2017
$33.08
4.9%

$16.91

3.2%
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Level of Agreement with Statement: Nutrition Philosophy

“l consider my dogs/cats to be part of the family,” 2018

(percent of pet owners) “Love them like family. Feed them like family.” ®

Level of Agreement Dog Cat
Oowners Oowners What's In Our Food and Why
Strongly Agree 73% 65%
Somewhat Agree 17% 21%
No Opinion/Not Applicable 8% 11%
Somewhat Disagree 1% 2%

Strongly Disagree 1% 2%

Mote: Percentages might not total 100% due to rounding.




Do Not Agree

7%

My dog has a positive impact on my physical health Somewhat agree 39%
Strongly agree 54%
Do Not Agree 6%
My dog has a positive impact on my mental health Somewhat agree 33%
Strongly agree 61%
Do Not Agree 13%
My cat has a positive impact on my physical health Somewhat agree 38%
Strongly agree 49%
Do Not Agree 9%
My cat has a positive impact on my mental health Somewhat agree 31%
Strongly agree 59%

Source: Packaged Facts, U.S. Pet Market Outlook, 2018-2019 (March 2018)



Share of Overall Pet Owners by Selected Classifications, 2006-2017
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Source: Packaged Facts, U.S. Pet Market Outlook, 2018-2019 (March 2018)
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Level of Agreement with Statement:
“I enjoy buying pet products that pamper my dogs/cat,” 2018
(percent of pet product buyers)

Level of Agreement Dog Owners Cat
Owners
Strongly Agree 36% 32%
Somewhat Agree 35 36
No Opinion/Not Applicable 22 25
Somewhat Disagree 6 5
Strongly Disagree 2 2

Mote: Percentages might not total 100% due to rounding.

Source: Packaged Facts, U.S. Pet Market Outlook, 2018-2019 (March 2018) Facts



BLS CES on Share of Total Pet Market Expenditures

S70K+ % of < $70K % of
Total Spending Total Spending

2016 60.3% 39.7%
2015 56.3 43.7
2014 53.7 46.3
2013 52.0 48.0
2012 53.9 46.1
2011 50.4 49.6
2010 51.1 48.9
2009 52.1 47.9
2008 55.6 44.4
2007 55.0 45.0
2006 52.0 48.0
2005 49.2 50.8
2004 47.1 52.9

2003 40.0 60.0



Trends in the U.S Pet Market

> , Nutrition Philosophy
> To Wa rds Trans p arency ,n Pet/ FOOd “Love them like family. Feed them like family." ®
>
> What's In Our Food and Why
Packaged

Facts



Fresh

Quick to cook/prepare foods
Comfort food

Low price foods

Convenient to eat/drink foods
High protein

No artificial ingredients

All-natural (other than organic)

High fiber

Locally raised/grown

Local flavors/dishes
Organic

High vitamin/mineral
Boldly flavored foods
Indulgent foods

Low carb
International/global flavors
Functional benefits
“Superfoods” or “superfruits
Artisanal/craft style foods
High probiotic

Novelty foods

With energy ingredients

14

74%
51%
51%
50%
44%
40%
40%
36%
36%
32%
31%
30%
28%
27%
27%
26%
26%
24%
19%
19%
16%
13%
11%

what do food shoppers want?
“especially appealing”
food product characteristics, 2018




LifeSource Bits contain a
precise blend of vitamins,
minerals, and antioxidants
selected by holistic vets and
animal nutritionists.

l;.,r (%W
e & m

FLATPAND FEAST
1

~ with Tur! & Duck ~

Hill's® Science Diet® Adult

Hairball Control Savory

Chicken Entrée Cat Food -

canned

Precisely balanced nutrition to
help avoid the formation of
hairballs with the delicious taste
of savory minced chicken


https://www.hillspet.com/cat-food/sd-adult-hairball-control-savory-chicken-entree-cat-food-canned

whose taste w/ natural claims.bac.k.e d injfo
my pet likes ingredients by scientific provided
research by my vet
Strongly agree 38% 24% 18% 27%
Somewhat agree 37 33 38 35
Neither agree/disagree 21 29 40 35
Somewhat disagree 3 10 3 2
Strongly disagree 1 5 1 1
Source: Packaged Facts, January/February 2018 Surveys of Pet Owners
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what do food shoppers want?

WESTIN SLEEP WELL MENU

Natural/Whole Food vs. Scientific/Functional Eat Sthhar;,uSleevg"\MNell g
Fresh 74% b o e "
High protein 40%

No artificial ingredients 40%
All-natural (other than organic) 36%
High fiber 36%
Locally raised/grown 32%
Organic 30%
High vitamin/mineral 28%
Functional benefits 24%
“Superfoods” or “superfruits” 19%
High probiotic 16%

Energy ingredients 11%



Innova, Top 10 Trends 2018
#1 Global Trend: Mindful Choices

“Consumers are more conscious than ever about making responsible food choices,
and increasingly want to know what is in their food and how it is produced.”

A THOUGHTFUL RECIPE™

REAL CH’CKEN & BROWN RICE RECIPE | accents of farm grown fruits & vegetab\;

real chicken is
the #1 ingredient

antioxidant blend for

a strong immune system 100%?0




then vs. now ...

ulhn, g

popcorn
— CALIFORNIA—

OLIVE 015
\ _

Jarm-to-bag popcorn

IRI MULO tracking
2013: RTE popcorn at $611 million
2018: RTE popcorn at $1,345 million



RLEEORNT,

Project
VERIFIED

NON-GMO
PROJECT VERIFIED

three
ingredients

EV0O0
GROWN AND MILLED IN CA

NON-GMO CORN
MIDWEST GROWN

What if we shared where each ingredient was grown? No closed doors, just total transparency.
Farm to Bag

your batch # ‘ GO ‘ or | Current Batch




o — fishpeople

WE=SEETHINGS DIFFERENTLY

MEET THE FISHPEOPLE

Sustainable Species.

Wild Caught.

In American waters.

By independent fishermen.
Ethically. Responsibly.

And you [can] follow it all,
in intimate detail, online.



then vs. now ...
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https://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiO-vWqxdnaAhVk9IMKHSBwBOYQjRx6BAgAEAU&url=https://twitter.com/tovalafood&psig=AOvVaw3-6RkHa9oht_Aihemb6Mdh&ust=1524887107899218

SHOP DOGS SHOP CATS OUR PHILOSOPHY

OUR NUTRO
FEED CLEAN™ PHILOSOPHY

any of ou

+ NUTRO. FEH

> ——— HIGH PROTEIN OPTIMIZES
. » ’ BODY CONDITION
——8 (iOH PROTEIN OPTIMIZES | [ FOR ALL CATS

BODY CONDITION - » i
FOR ALL CATS 3

.‘ b 93 %ov pr??E
GRAIN-FREE 1,

o _—

WITH SALMON ororat B
FORALL allburecretts

LIFE CYCLES

; Acleanprotein’”

_ 986 b oE,
"/ With Salmen &M |ﬂ
- Cleanprotey




Level of Agreement with Statement: “I am willing to pay more for pet food : ;
products that are healthier for my pets,” 2017 vs. 2018 F ' I f |
(percent of pet product buyers)

Level of Agreement 2017 2018
Strongly Agree 37% 36%
Somewhat Agree 38 39
No Opinion/Not Applicable 17 19
Somewhat Disagree 5 4
Strongly Disagree 3 2

Source: Packaged Facts, U.S. Pet Market Outlook, 2018-2019 (March 2018)



Trends in the U.S Pet Market
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» Wellness Unleashed in Pet Supplies
>
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Petmate | Promise

Delivering Peace
of Mind to Pet

Parents

As pet people ourselves, our dedication to quality
for the past 50 years has produced products with
pet lovers and their furry (or feathered) friends in
mind. We get pets, and whether you are a pet-
parent novice or a seasoned veteran, know that
what you're getting is up to your pet-parent

standards.




Size of the Pet Wearable Market in the United States by Technology from 2012 to 2022
{in millions of U.S. dollars)
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Source: https://fwww. statista.com



PETNET SMARTFEEDER 2.0

Get ready for the
next generation.

Enjoy the future of pet feeding with real-
time bowl sensors and food level alerts.

We believe that smarter feeding improves your pet's health.
Petnet will help you make intelligent decisions when it comes to your pets —
bringing you more joy while keeping your pets healthy and happy.

e

MONITOR KIDNEY FUNCTION ’ .
DIABETES & HYPERTHYROIDISM k)

CONSISTENT PARTICLE SIZE LITTER
FREE DIGITAL SCALE ENCLOSED




\!, PET ZONE. We get the joy.™

1Q Treat Ball




I have a dog that sometimes has Disagree 52%
anxiety/stress issues. Somewhat agree 319%
Strongly agree 17%
| have a dog that sometimes has Disagree 54%
behavioral problems. Somewhat agree 31%
Strongly agree 14%
I have a cat that sometimes has Disagree 64%
anxiety/stress issues. Somewhat agree 229%
Strongly agree 14%
| have a cat that sometimes has Disagree 58%
behavioral problems. Somewhat agree 30%
Strongly agree 14%



Comfort Zone Products

January 25, 2016 - @
If you have a dog that barks too much and you're having guests over. try
our Comfort Zone Adapfil diffuser to help calm your dog's stress.

Comfort Z#ne
v FADAPTIL
HELPS REDUCE

WHINING, TREMBLING +
DESTRUCTIVE CHEWING

Helps With Puppy Helps Reduce Excessive
Adoption, Soclalization | Indoor Barking
and Loud Noises
Veterinarian
Drug Free Recommended
DANGER
HARMFUL OR FATAL IF SWALLOWED
Call Physician Immediately

Contains 1 diffuser and 1 - 1,62 fl oz (48 mi) bottle

Binad e and et i 5 s

1l Like ® comment A Share

Pet Calming Product Usage, 2017
(percent of dog owners vs. cat owners)

25%
21%
20% 8%
15%
10%
10%
8% 7%
5% 5%
4%

5%

29 3% 3% 2%
0%

Used Any Calming Calming Calming Calming Other

Shirt/Suit Supplement Spray Collar
"Dog ®Cat

Source: American Pet Products Association 2017-2018 Mational Pet Cwner Survey. Used with permission.



EEEEE STRENGTH
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MINERAL

MUD SCRUB

MOROCCAN ARGAN OIL

LAVENDER OIL

PROBIOTIC

PET SHAMPOU

with avocado oil |

LAVENDER

- CANINE |

CALM

AROMATHERAPY WIPES
Moude v Pore Exse




Litter-Robot Il Open Air

Estimated Processing Time! 5-7 Business Days

Freedom from scooping has never been more convenient, thanks to the Litter-Robot 11l Open Air—the
automatic self-cleaning litter box that really works! The litter is automatically sifted after each use
and waste is deposited into an easily accessible drawer, all while using less litter and reducing

spilling. Say hello to the last litter box you will ever buy!

*  Spacious litter chamber great for cats big *  Waste drawer full indication
and small (5 lbs and up) . 890-Day Money-Back Guarantee and 18-
®  Self-cleans after each use Maonth Full Warranty
*  Reduces litter box odor ¢ Power Supply and user resources located in

s Greatfor multiple cats Welcome Kit



sleepypod







Pet Owner Population by Locale, 2004-2017

Households (000) Fall 2004 Fall 2017 % Chg
Total 110,169 122,745 11%
Top 25 DMAs 54,811 64,774 18%
Top 26-100 DMAs 38,333 42,698 11%
not Top 100 DMAs 17,025 15,272 -10%

Simmons Market Research National Consumer Surveys. Copyright: 2018
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Trends in the U.S Pet Market

The Internet as Game-Changer
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Household Income: $100K-$149K
Age 18-24

Never Married

Kind of Residence: Rented Apartment
Household Income: $150K+
College Grad or More

Northeast

AGE 18-34 (Gen Z/Millennials)
Asian (Non-Hispanic)

Age 25-34

Owned Condo or Co-Op

120
125
126
128
128
135
154
157
168
168
179

who shops for
pet products

online

Source: Simmons Market Research National Consumer Survey, Fall 2017. Copyright: 2018



“l am buying pet products online more than | used to”
Packaged Facts National Pet Owner Surveys

2012 2013 2014 2015 2016 2017 2018
Strongly Agree 6% 8% 11% 15% 18% 20% 24%
Somewhat Agree 12 14 14 18 19 20 16
No Opinion/
Not Applicable 19 23 25 20 20 19 27
Somewhat Disagree 20 18 15 17 14 13 20
Strongly Disagree 43 38 35 29 29 27 12
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Dog/Cat-Owning HH Customer Base for Pet Product Shopping

2013 2017
% Dog/Cat % Dog/Cat
Retail Classification Total (000) Households Total (000) Households
Core Mass Market 37,293 66% 42,355 66%
Pet Superstores/Stores 32,303 57% 33,686 53%
onime as3 e e %
Veterinarians 8,843 16% 7,705 12%

Source: Simmons Market Research National Consumer Survey, Fall 2013 & Fall 2017. Copyright: 2018



Retail Shopping Channels for Pet Products, 2010-2017
(% of dog/cat product owners)

/

—
e ——————————— V
g 17%
e
6%
2010 2011 2012 2013 2014 2015 2016 2017

——=SUPERMARKETS = PETSMART —PETCO
—DISCOUNT STORES —ONLINE ———=0OTHER PET STORES
=\ ETERINARIANS = \WVHOLESALE MEMBERSHIP CLUB DRUGSTORES/ CONVENIENCE STORES

Source: Packaged Facts, U.S. Pet Market Outlook, 2018-2019 (March 2018);
Simmons Market Research National Consumer Surveys. Copyright: 2018



Online Purchasing of Dog Consumable Products Within Last 12 Months, 2018
(among dog owners who buy pet products online)

Pet Clean-Up, Odor Control, & Training Aids
Flea & Tick Collars

Heartworm Medications

Pet Vitamins/Nutritional Supplements

Wet Pet Food (canned or pouch)

Pet Oral Care (including dental treats/chews)
Pet Grooming Supplies

Flea & Tick Medications

Pet Treats/Chews 43%
Dry Pet Food 44%
Packaged Facts National Pet Owner Survey, February/March 2018
Packaged
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Online Purchasing of Dog Durable Products Within Last 12 Months, 2018
(among dog owners who buy pet products online)

Automatic feeders
Automatic waterers
Carriers

Crates/other housing
Apparel/fashion accessories
Bowls

Leashes

Beds

Collars/harnesses

Toys 45%

Packaged Facts National Pet Owner Survey, February/March 2018
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Online Purchasing of Cat Consumable Products Within Last 12 Months, 2018
(among cat owners who buy pet products online)

Pet Clean-Up, Odor Control, & Training Aids
Pet Oral Care (including dental treats/chews)
Pet Vitamins/Nutritional Supplements

Flea & Tick Collars

Pet Grooming Supplies

Flea & Tick Medications

Pet Treats/Chews

Wet Pet Food (canned or pouch)

Cat Litter

Dry Pet Food 43%

Packaged Facts National Pet Owner Survey, February/March 2018
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Online Purchasing of Cat Durable Products Within Last 12 Months, 2018
(among cat owners who buy pet products online)

Leashes
Apparel/fashion accessories
Crates/other housing
Automatic feeders
Carriers
Collars/harnesses
Beds

Automatic waterers
Bowls

Litter box accessories
Litter boxes

Toys 34%

Packaged Facts National Pet Owner Survey, February/March 2018
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U.S. Retail Sales of Pet Products:
Current and Projected Share, 2017-2022P

- — _ 20%

12-5/(

\{

2017 2018 2020 2022
— Pet Specialty Chain —Discount Stores/Supercenters
—=Food Store = All Internet
—|ndependent Pet Channel —\Nholesale Club
=—Farm/Feed =Dollar

Note: Internetincludes online sales of omnichannel players.

Source: Packaged Facts, U.S. Pet Market Outlook 2018-2019 (March 2018)

Online growth will benefit from:

» growing role of e-commerce/home
delivery in consumer shopping overall

» heavy Internet shoppers in/aging into
prime pet ownership years

» strength of Amazon and Chewy

» omni-channel strategies of B&M
retailers and specialty brands

> "endless shelf" brand & SKU selections
in age of product customization

> unlimited company/brand info
in age of “transparency”

» convenience and loyalty retention
from home delivery & auto-ship
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PetlnsuranceQuotes.com is America's No. 1 pet insurance marketplace.
Petco acquired PetlnsuranceQuotes.com in December 2017 to help you find
the perfect coverage for your furry family member!

AmazonBasics

by AmazonBasics DOgS can't taIk,
$2799 but their DNA can”
sprime |
Get it by Tomorrow
FREE One-Day Shipping

Wisdom Panel €8

Grow and Expand Services

Growing existing services and exploring new
services fo drive fraffic, sales and GURA

Providing pet services

Opportunistic expansion of i ETVE — mpS—— o fim . :
pet washing stations R e VCrack wallaass off the Fst iﬁ e nows

Driving convenience through . e
delivery offerings Sutit
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Pet EPPS

Trends in the
April 29, 2018 - May 02, 2018 U.S. PEt MarkEt

David Sprinkle

dsprinkle@marketresearch.com QUEStionS?

Research Director, Packaged Facts
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For more information on Packaged Facts’ research reports on the U.S. market for pet products
call 800.298.5294 or go to www.packagedfacts.com/pet-products-services-c124/



