HASS AVOCADO

- PRICE SENSITIVIY
STUDY




SUMMARY

e Large Hass Avocados respond well to promotion and
discounts
— Promotions generate increased volume

e Small Hass Avocado volume is not significantly
impacted by promotions or everyday price changes

e Increasing the everyday price of Small Hass Avocados
does not easily persuade consumers to purchase larger
sizes of Hass Avocados

- These consumers want to purchase this specific item

e There is a direct relationship between Vine Ripe
Tomatoes and Large Hass Avocados
— Discounting or lowering the price of the tomatoes increases the

volume of Large Hass Avocados ‘ii




Study Objective

The purpose of the study was to answer the following
questions:

e What was the impact on base volume as avocado
retail prices increased or decreased?

e How does elasticity vary by segment and size within
avocado varieties?

e What was the impact on retail volume across
different discount levels?

e What were the differences in elasticity between high
demand avocado regions and low demand avocado
regions?
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Study Approach

e Data was collected from approximately 120
individual retail account geographies.

e Sales, pounds and price points were collected for
each item, in each store.

e The analysis was conducted for a 52-week period
- from Nov 2006 through September, 2007.

e Modeling was performed using standard
techniques in SAS (Statistical Analysis System).
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Definitions

e Base Price/Everyday Price:

— The non-promoted or non-discounted retail
price of Hass Avocados

e Promoted/Discounted Price:

- The discounted price of Hass Avocados — a

discount or promotion off the Base/Everyday
Price

e Typically a price reduction for a short,
predefined period of time
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8 Standard Regions

[] California B Great Lakes

[] West B Mid South

[] Plains [ ] Southeast .
[ ] South Central [ ] Northeast
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Model 1 Specifics

e Large Hass Avocados
e U.S. and Region review
e Base Price Elasticity

e Promoted Price Elasticity
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Model 1 Technical Points

e The correlation coefficient for the model is 0.79.
— The closer this figure is to 1.00 - the more accurate the results.

— Most analysts like this to be in the range of 0.4 to 0.9 - so .79
indicates this figure is in line with data industry standards given all of
the dynamics in the supermarket business.

e 4,200 observations were used to produce the results.

e The median price for Large Hass Avocados was
$1.64/each.

. ;?é:oof all observations fell between a range of $1.42 and

e The average discount for Large Hass Avocados is 36%.

° ;(5)2;0 of all observations fell between a range of 15% -
0.
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Everyday Price Sensitivity

) Large Hass Avocados
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e KEY HIGHLIGHT: Retail volume shifts favorably Lupward)
when everyday pricing decreases but does not shift to the
same degree (downward) when pricing increases.

— Retail volume increased approximately +40% when everyday retail
price decreased by -25%

— Retail volume declined by approximately -20% when everyday retail

price increased by +25% ‘,.




Large Hass Avocado Volume Trend w/
20% Reduction in Everyday Price

34.3%
30.6%

California Great Lakes Midsouth Northeast SouthCentral Southeast West

e KEY HIGHLIGHT: This illustrates that retailers in the
West and the Midsouth regions experienced more
than +30% retail volume increases for Large Hass
Avocados when everyday price was reduced by -20%

— All regions experienced double-digit retail volume increases of
+21% or more ‘
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Large Hass Avocado Volume Trends w/
20% Increase in Everyday Price

California Great Lakes Midsouth Northeast South Central Southeast West
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e KEY HIGHLIGHT: This illustrates that all regions experienced
retail volume declines for Large Hass Avocados when the
everyday price increased by +20%.

— The West and the Midsouth regions experienced the largest retail volume
declines of -21.4% and -19.6%, respectively.

e NOTE: The rate of retail volume decline was less than the rate
of retail volume increase on slide 8. ‘

—‘




Large Hass Avocado Volume Trends w/
20% Discount

California Great Lakes Midsouth Northeast South Central South East West

e KEY HIGHTLIGHT: This illustrates that across all
regions when there was a -20% price discount,
retail volume grew between +23% and +42%.

- The Great Lakes, the Midsouth and the West regions
exhibited growth over +40%.
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Discounted Price Sensitivity
Large Hass Avocados
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e KEY HIGHTLIGHT: This illustrates that when Large Hass
Avocados were “on sale” (discounted), retail volume
increased slightly.

— A discount of -25% on everyday pricing resulted in approximately a
+50% retail volume increase.

e NOTE: Other products “on sale” can generate from +150% ‘/—
to +300% increases. Q




Model 2 Specifics

e Small Hass Avocado
e U.S. review
e Base Price Elasticity

e Promoted Price Elasticity
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Model 2 Technical points:

e The correlation coefficient for the model is 0.79.
— The closer this figure is to 1.00 - the more accurate the results.

— Most analysts like this to be in the range of 0.4 to 0.9 - so .79
indicates this figure is in line with data industry standards given all of
the dynamics in the supermarket business.

e 1,600 observations were used to produce the results.

e The median price for Small Hass Avocados was
$1.05/each.

e 759% of all price point observations fell between a range of
$.67 and $1.29.

e The average discount for Small Hass Avocados was 27%.

e 759% of all observations of discounts fell between a range
of 20% - 40%o.
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Everyday Price Sensitivity
Small Hass Avocados
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e Small Hass Avocado were relatively inelastic.

e KEY HIGHLIGHT: This illustrates that the retailer can
increase retail pricing without a significant decrease in
retail volume.
— When everyday pricing increased +25%, retail volume only declined
by approximately -10%. ‘,.




Discounted Price Sensitivity

Small Hass Avocados
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¢ Small Hass Avocados were not as responsive to discounts as
Large Hass Avocados.

e KEY HIGHLIGHT: This illustrates that there was relatively little
volume changes when smaller sized avocados were
discounted.

- When Small Hass Avocados were discounted by -25%, their retail volume

increased by less than +20% "‘E




Large Hass Avocado Volume Trends w/

) Small Hass Avocado Retail Price Changes
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e KEY HIGHLIGHT:

— This illustrates that everyday retail pricing for Small Hass
Avocados needs to increase more than +20% before Large
Hass Avocados will experience a retail volume increase
more than +6%.

— This indicates that the Small Avocado consumer prefers a

particular size, and does not readily switch to a larger size. "‘E




Model 3 Specifics

e Large Hass Avocado
— With Vine Ripe Tomatoes
— With Beefsteak Tomatoes

e U.S. review
e Base Price Elasticity
e Promoted Price Elasticity

Note: Technical points are the same as Model 1
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Large Hass Avocados Volume Trends w/
Vine Ripe Tomato Retail Price Changes
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e There is a direct relationship between the retail price of Vine
Ripe Tomatoes, and retail volume for Large Hass Avocados.

e KEY HIGHTLIGHT: When the everyday retail price increased for
Vine Ripe Tomatoes, Large Hass Avocado volume decreased

(and vice versa). ‘,.
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Large Hass Avocado Volume Trends w/

_, ) Discounted Vine Ripe Tomato
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e There is a direct relationship between the discounted
price of Vine Ripe Tomatoes and retail volume for
Large Hass Avocados.

e KEY HIGHLIGHT: This illustrates that when Vine Ripe
Tomatoes were “discounted”, retail volume for Large
Hass Avocados increased. ‘,




Large Hass Avocado Volume Trends w/
Beefsteak Tomato Retail Price Changes
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e There is lesser relationship between the everyday price of
Beefsteak tomatoes, and retail volume for Large Hass
Avocados.

e KEY HIGHLIGHT: As Beefsteak Tomato everyday retail price
increased, Large Hass Avocado retail volume changed slightly.

— This suggests that the consumer is using Large Hass Avocados and Vine
Ripe Tomatoes together. ‘/-
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Large Hass Avocado Volume Trends w/
Beefsteak Tomato Discounts
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e There is little relationship between the price of Beefsteak tomatoes, and
retail volume for Large Hass Avocados.
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e KEY HIGHLIGHT: When Beefsteak tomatoes were discounted, there was
very little impact on avocado volume.

- This illustrates that not every type of tomato that was discounted led to higher

retail volume of avocados.
- The consumer appears to be utilizing certain types of tomatoes with avocados. i!




Confidence Interval

Large Hass Avocados
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e The trends for Large Hass Avocados are solid and consistent.

e NOTE:

- 'flfhg_closer the three lines are together, the more confident we are in the
indings.

— Since the three lines are very close, there is high confidence in the results.
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Confidence Interval
Small Hass Avocados

v \ ——Total U.S. —* Low High
£  30%
=
(@)
> 0% T
(0]
7))
&
0 10% |
o)
(@)) o
% O% 1 1 I 1 1 1 A
6 -30% -25% -20% -15% -10% -5% 0% 20P0
< -10%
-20%

% Change- Everyday Shelf Price
e The trends for Small Hass Avocados are skewed.

e NOTE:

- The closer the three lines are together, the more accurate the findings.
— Since the lines are not tight (like in the Large Hass Avocados), there is a

lesser degree of confidence in the conclusions for Small Hass Avocados. "‘E
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