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MARKET RESEARCH

Surveyed over 120 Canadians

9% of the population does not have breakfast regularly
50% did not have time

25% of the people that have breakfast regularly believe
that “Time spent preparing, eating and cleaning up after
breakfast can be used to do other things”

39% of the people have breakfast at work/school or on
the way to work/school

Consumers choose their breakfast based on nutrition
and convenience (not price)
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BREAKFAST INDUSTRY STATUS

Canadian Breakfast cereal market:
$1.1 billion (2006)

Market growth is being driven by demand for
healthier and more convenient products. The
growth is expected to be 3.3% (Datamonitor).
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OPPORTUNITY STATEMENT

Kellogg’s has an opportunity to capture and
Increase its breakfast market share by
Introducing a breakfast offering that is both
healthy and convenient. This offering will target
consumers that are looking to reduce the time
they spend having breakfast and consumers
that could not have breakfast due to time
constraints. Within three years Kellogg’s will

net $8 million.
Holloggls



CAPTURING THE OPPORTUNITY

Kellogg's can re-launch
“Breakfast Mates” to
capitalize on this
opportunity
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ORIGINAL “BREAKFAST MATES”

ENJOY

THis CLIP COURTESY OF

THE

C onurterceal

Avcheve

WWW.COMMERCIAL-ARCHIVE.COM

ALL FIEGATIED CEFYRAICEHET] ANE THAEIF-ANNY
AREE AEIFELCTIOLLY ALK HNOWLIEIDOELD




REASONS FOR INITIAL FAILURE

Targeted children

Placed in the
refrigerated section

~

Price point not suitable
for target market

\
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SEGMENTATION TARGETING AND POSITIONING




SEGMENTATION, TARGETING AND POSITIONING
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COMPETITION

Kellogg’'s currently has a strong 40% of the
breakfast cereals market. This is followed by

General Mills with 20%.
There Is no identical product on the market
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TYPICAL CUSTOMER PROFILE

Age 18-40 (9.2 million in Canada, 6 million in
targeted cities)

On the go, does not have time to stop

Wants more time to do something other than
eat

Wants to eat healthy food
Willing to pay for convenience

Helloggs



VALUE PROPOSITION, PRICE AND

DEVELOPMENT PROCESS



Revised Product Specs to appeal to our target
market

Change cereal types
Top selling cereal based on our CRM

Increased serving size (from 30g to 50g)
Place our product in the cereal section
Changing packaging
Renaming the product

Maximize market share
Competitively priced for convenience ($1.79)
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PRODUCT LINE MANAGEMENT AND BRANDING
STRATEGY

First to go to market with such a product.
No direct competition

Focus our communication on educating and
Informing the consumer

Use Kellogg’s brand - brand extension strategy
to enter new product class.

Nellggs



PRODUCT DEVELOPMENT STRATEGY

: * Completed based on our market research
Business

Analysis

» Start off with most popular Kellogg’s cereals based on CRM
* Package 2% milk
Development « Modified packaging

* Setup booths in malls to get consumer feedback to finalize product specifications

Market
Testing
e Launch in our targeted cities
commere | © 'Mplement growth strategies

Nellggs



GROWTH STRATEGY

New retail channels like vending machines
New milk varieties

soy milk

1%/ skimmed milk

lactose free milk

New cereal varieties



GOING TO MARKET




PACKAGING MOCKUP

Convenience
perception

Healthy
perception

f“ - -
Fibre Calories

Flexibility of the Nutritious perception
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Kellogg's spent $567mil on advertising in 2007

Kellogg’s budgeted more than $1 billion for year
2008 (12% of sales revenue)

Focus on educating and informing the consumer
(Budget $4mil yr 1, $4.5mil yr 2, $7mil yr 3)

Billboards

Metro newspapers

Sample distribution

Radio ads

Banners in colleges

Prime time commercials

Helloggs



DISTRIBUTION CHANNELS

Type of distribution channels
Discount stores
Grocery stores

What we expect from channel members
Proper placement in store aisle



FINANCIALS




TOTAL MARKET SIZE

Consumer Categories
New consumers to the breakfast market for time.
New consumers to the breakfast market for convenience.
Breakfast consumers from other options
Cereal consumers cannibalized from regular cereal.

Total Kellogg’s Go Market: 1,336,000 consumers.
Weekly Frequency of consumption.
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SALES FORECAST

Year Units Sold Revenue
1 33 million $50 million
2 105 million $155 million
3 117 million $170 million
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COSTS, PROFITS, NMC

Variable Costs

Cereal + Packaging

Milk

Gross Profit of $0.42 / unit.
Fixed Costs

SG&A

Advertisements
Breakeven in 20 months.

NMC: $8 million after 3 years



FINANCIAL-TIMELINE
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CUSTOMER RELATIONSHIP MANAGEMENT

Jse CRM to determine which cereal brands to
package

Determine trends in the breakfast market

Measure effectiveness of advertising

Helloggs
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DISTRIBUTION CHANNELS

Standard grocers have the largest share of

distribution
Distribution Channel % Share
Standard Grocers 66.0%
Traditional Grocers 17.5%
Other 10.7%
Discount Grocers 5.8%




MARKET RESEARCH

How long to prepare?
40% take 1 to 4 minutes
26% take b to 9 minutes

How long does it take to eat?
20% take 1 to 4 minutes
49% take 5 to 9 minutes




GO-TO-MARKET PLAN

Kellogg spent $567 million in media (TV, radio,
print and outdoor) between January and
November 2007

Advertising budget - 9% of sales revenue

Projected more than $1.06 billion for year
2008 - 12% of sales revenue
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TOTAL MARKET SIZE - DETAILED

Total consumer in age category: 9,150,000
Targeted consumers: 6,365,000

Consumer Categories
New consumers to the breakfast market for time (277,000)

New consumers to the breakfast market for convenience.
(178,000)

Breakfast consumers from other options (575,000)

Cereal consumers cannibalized from regular cereal.
(306,000)

TOTAL Kellogg’'s Go consumers: 1,336,000
Weekly Frequency of consumption 45%

Helloggs



COSTS, PROFITS, NMC - DETAILED

Variable Costs (including labor, distribution channels,
machinery, etc....)

Cereal + Packaging $0.29
Milk $0.91
Total Cost $1.20
Fixed Costs
SG&A $203 millions (distributed as percent of total sales)
Advertisements

1styear $4 millions
2" year $4.5 millions
3" year $7 millions

Helloggs



COMPANY DETAILS

Manufactures and markets ready-to-eat cereals
and convenience foods

Operates out of North America, Europe Latin
America and Asia Pacific

North America is the largest market with 67.4%
of total revenue in 2006

Products sold mostly to grocery trade through
direct sales force.
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TOTAL MARKET SIZE - DETAILED

Total consumer in age category: 9,150,000
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Consumer Categories
New consumers to the breakfast market for time (277,000)

New consumers to the breakfast market for convenience.
(178,000)

Breakfast consumers from other options (575,000)

Cereal consumers cannibalized from regular cereal.
(306,000)

TOTAL Kellogg’'s Go consumers: 1,336,000
Weekly Frequency of consumption 45%

Helloggs



KELLOGG'S COMPETITION
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COSTS, PROFITS, NMC - DETAILED

Variable Costs (including labor, distribution channels,
machinery, etc....)

Cereal + Packaging $0.29
Milk $0.91
Total Cost $1.21
Fixed Costs
SG&A $203 millions (distributed as percent of total sales)
Advertisements

1styear $4 millions
2" year $4.5 millions
3" year $7 millions

Helloggs



EFFECT OF VARIABLE COSTS
ON NET MARKETING CONTRIBUTION
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EFFECT OF RETAIL PRICE VARIATIONS
ON NET MARKETING CONTRIBUTION

[$ thousands]
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EFFECT OF RETAIL MARKUP VARIATIONS
ON NET MARKETING CONTRIBUTION

[$ thousands]
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EFFECT OF PRODUCT VOLUME VARIATIONS
ON NET MARKETING CONTRIBUTION

[$ thousands]
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ORIGINAL “BREAKFAST MATES” ANIMATION



TIMEFRAME-TIMELINE

Designing product packaging
Production schedule

Ad schedule
Distribution schedule



