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This report looks at the following areas:

» The impact of COVID-19 on consumer behavior and the coffee and
creamer markets

» How Gen Z's coffee preferences will reshape the coffee market

« Opportunities for functional coffees

« How the rise of remote work will strengthen the home barista trend

The pandemic not only led to an increase in general home coffee consumption
but also brought about a period of experimentation and exploration among
coffee consumers. 27% of coffee consumers tried a new coffee brand during
the pandemic; 22% made specialty coffee drinks at home, and 13% purchased

an entirely new coffee appliance.

In addition to short-term gains, the pandemic created long-term growth
opportunities for the coffee market. The rise of remote work established a new
class of coffee drinking consumers interested in coffee shop experiences
enjoyed within the home, creating opportunities for premium coffee blends. The
pandemic also caused consumers o reevaluate their health and wellness
goals, paving the way for functional coffee drinks; 30% of coffee drinkers are

interested in purchasing coffee with additional functional benefits.

Coffee brands will need to adapt to shifting consumer preferences and
unstable market conditions. Gen Z's preference for cold over hot coffee drinks
will force coffee brands (particularly roasted coffee brands) to update their
product development and marketing strategies. Rising coffee prices will lead
to frade-down behaviors among price-sensitive consumers, suggesting a need
for mid-tier coffee brands to focus on providing budget-conscious consumers

value.

The increased interest in premium coffee experiences suggests coffee and
creamer brands should be bold with their product development. It's also time
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“The pandemic brought strong
growth for the coffee market
as consumers tried new coffee
products and created their
own specialty coffee drinks.
This increase in home coffee
experimentation will benefit
the coffee and creamer
markets for years to come,
and the rise of remote work
will drive an overall increase
in home coffee consumption.”
- Caleb Bryant, Associate
Director of Food and Drink
Reports
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for brands to rethink coffee marketing, create marketing messages and
develop CSR programs that reinforce consumers’ own sense of identity.
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companies and brands, rolling 52 weeks 2020 and 2021
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« Cold brew remains a hot opportunity even for ground coffee
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Figure 28: Foodservice coffee and tea atfitudes, attitudes
toward cold brew, any agree, 2021
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* Functional coffee is a whitespace opportunity
Figure 33: Coffee product launches, share of products
launched by claim category, 2017-20

« Enhance coffee’s inherit functionally with jitterless

ingredients

THE CONSUMER - KEY TAKEAWAYS

* Gen Z take their coffees cold with extra creamer

« Consumers will retain coffee behaviors developed during
the pandemic

* Market a luxurious coffee experience to Gen X consumers

* Functional ingredients make their way into RTD and single-
cup specialty coffees

« Consumers drink cold brew for its flavor and energy boost

COFFEE CONSUMPTION

« Brewed coffee dominates but preferences are shifting
Figure 34: Coffee consumption, 2021
Figure 35: Coffee consumption, any consumption, by
generation, 2021

CREAMER USAGE

* Gen Z will set the creamer trends
Figure 36: Creamer usage, by generation, 2021
« Follow young Hispanics’ flavor preferences
Figure 37: Creamer usage, by Hispanic origin and age, 2021

REASONS FOR DRINKING COLD BREW COFFEE

« Cold brew delivers on flavor and energy
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Figure 38: Reasons for drinking cold brew coffee, 2021
Younger women are cold brew enthusiasts

Figure 39: Reasons for drinking cold brew coffee, by gender
and age, 2021

Develop cold brew drinks for Gen X

Figure 40: Reasons for drinking cold brew coffee, by
generation, 2021

REASONS WHY HOT COFFEE BEVERAGES ARE PRIMARY
COFFEE TYPE

Hot coffee consumption is a routine, but routines can
change

Figure 41: Why hot coffee beverages are primary coffee type,
2021

REASONS WHY COLD COFFEE BEVERAGES ARE PRIMARY
COFFEE TYPE

Cold coffees offer a refreshing break

Figure 42: Why cold coffee beverages are primary coffee
type, 2021

Men turn to cold coffee for an extra energy boost

Figure 43: Why cold coffee beverages are primary coffee
type, by gender, 2021

Younger coffee consumers habitually consume cold coffee
drinks

Figure 44: Why cold coffee beverages are primary coffee

type, by age, 2021

COFFEE PRODUCT INTEREST

Consumers will trade up to premium coffee

Figure 45: Coffee product inferest, 2021

Create premium home coffee experiences for Gen X

Figure 46: Coffee product interest, by generation, 2021

Add a flavor shot and extra caffeine to RTD coffee

Figure 47: Coffee product interest, by coffee types consumed,
2021

CREAMER PRODUCT INTEREST

Creamers can go bold with flavors

Figure 48: Creamer product interest, by creamer usage, 2021
Dairy-free is the way to be for Gen Z

Figure 49: Creamer product interest, by generation, 2021

Affluent consumers drive interest in functional creamers
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Figure 50: Creamer product interest, by age and income,
2021

COFFEE AND CREAMER FUNCTIONAL INGREDIENT INTEREST

* Functional ingredients pair with RTD and single-cup
specialty coffee formats
Figure 51: Coffee and creamer functional ingredient interest,
by creamer and coffee format users, 2021

* Heavy creamer users would like their coffee with a splash of
functionality
Figure 52: Creamer functional ingredient interest, by creamer

usage, 2021

AT-HOME COFFEE PANDEMIC BEHAVIORS

« Consumers experimented with coffee during the pandemic
Figure 53: At-home coffee pandemic behaviors, by
generation, 2021

= Asian consumers are a key group for premium coffee brands
Figure 54: At-home coffee pandemic behaviors, by race/
ethnicity, 2021

* Younger affluent consumers are the target market for D2C
coffee brands
Figure 55: At-home coffee pandemic behaviors, by age and
HHI, 2021

« Rising coffee prices will motivate already price-sensitive
consumers to trade down

Figure 56: At-home coffee pandemic behaviors, by HHI, 2021

ETHICAL AND SUSTAINABLE CLAIM INTEREST

= Sustainable claims connect with coffee consumers
Figure 57: Coffee and tea ethical and sustainable claim
interest, among coffee drinkers, 2021

« Support less common ethical/sustainability initiatives to
reach Gen Z consumers
Figure 58: Coffee and tea ethical and sustainable claim
interest, any importance, among coffee drinkers, by

generation, 2021

APPENDIX - DATA SOURCES AND ABBREVIATIONS

* Data sources

e Sales data

* Forecast

* Consumer survey data

» Abbreviations and terms
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« Abbreviations

APPENDIX - THE MARKET

Figure 59: Total US retail sales and forecast of coffee and
RTD coffee, af inflation-adjusted prices, 2016-26

Figure 60: Total US retail sales and forecast of roasted
coffee, at inflation-adjusted prices, 2016-26

Figure 61: Total US retail sales and forecast of single-cup
coffee, at inflation-adjusted prices, 2016-26

Figure 62: Total US retail sales and forecast of instant coffee,
at inflation-adjusted prices, 2016-26

Figure 63: Total US retail sales and forecast of ready-to-drink
coffee, at inflation-adjusted prices, 2016-26

Figure 64: Total US retail sales of coffee, by channel, at
current prices, 2016-21

APPENDIX - MARKET SHARE

Figure 65: Multi-outlet sales of coffee and RTD coffee, by
leading companies, rolling 52 weeks 2020 and 2021

Figure 66: Multi-outlet sales of instant coffee, by leading
companies and brands, rolling 52 weeks 2020 and 2021
Figure 67: Multi-outlet sales of cream and creamer, by
leading companies, rolling 52 weeks 2020 and 2021

Figure 68: Multi-outlet sales of cream, by leading companies
and brands, rolling 52 weeks 2020 and 2021

APPENDIX — CATEGORY SALES
Figure 69: MULO sales of coffee by category, rolling 52
weeks 2020 and 2021

Figure 70: MULO sales of cream and creamer by category,
rolling 52 weeks 2020 and 2021
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