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This report looks at the following areas:

* Non-alcoholic drink consumption

+ New flavor/ingredient drink trial motivators
 Purchase location in new drink trial

« Non-alcoholic beverages attitudes

« Interest in specific flavors, by beverage type

51% of consumers agree that when they discover a drink with a flavor or
ingredient that they like, they seek out more, indicating how momentum works
within the non-alcoholic drink space. Flavor interest essentially begets more
interest, but only if executed well for initial trial. 53% also agree that brands
influence trial, so the combination of the two presents a significant opportunity,
reaching over half of consumers.

Inflation impacts the market as consumers are traditionally less explorative as
expendable income is threatened. On the other side of the equation,
innovation stalls as brands struggle to redirect their efforts. As inflation subsides,
expect innovation to pick back up; smart brands will already have a flavor and
ingredient strategy.

Sober curiosity and trends away from alcohol are a huge opportunity for the
market, especially where functional ingredients are concerned. Ingredients that
replicate the relaxation effect of alcohol, without the booziness, have room to
grow as do flavor forward opportunities; think zero-proof margarita-inspired

or mimosa-flavored options.
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Figure TI: Total US retail sales of selected non-alcoholic
beverage categories, by segment, at current prices, 2022
Figure 12: Total US retail sales of selected non-alcoholic
beverage categories, by segment, at current prices, 2020
and 2022

MARKET DRIVERS

- Disposable consumer income increases bode well for fun-
flavored drinks
Figure 13: Disposable income, 2023

» Sober curiosity calls for fun beverages, sans alcohol

* Supply chains stay disrupted

COMPETITIVE STRATEGIES AND MARKET OPPORTUNITIES
+ CSD brands go to the gut to seek functional health halo

- Beverage brands inspired by supplement space
« Familiar flavors, surprising formats

+ Coca-Cola continues to stimulate the senses with “flavor”

PRODUCT DEVELOPMENT: NOW - WHAT'S TRENDING

* Garden-variety flavors gain traction
* Target consumers with super sweet teeth

» Breakfast flavors translate to breakfast beverages

PRODUCT DEVELOPMENT: NEAR - WHAT TO WATCH FOR

» Sour offers new twist on old flavors

* Bakery inspired flavors

PRODUCT DEVELOPMENT: NEXT - WHAT'S IN THE PIPELINE

* Boozy inspiration

FLAVORS AND INGREDIENTS IN NON-ALCOHOLIC BEVERAGE

- FAST FACTS

* New thrives alongside old
- Build brands alongside flavor profiles
* Momentum keeps brands afloat

* Unsurprisingly, specific flavors depend on various factors

NON-ALCOHOLIC BEVERAGE ATTITUDES

Figure 14: Attitudes about non-alcoholic beverages, by
generation, 2023

* Middle age is complex for trial
Figure 15: Attitudes about non-alcoholic beverages, by

generation, 2023
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Figure 16: Attitudes about non-alcoholic beverages, by
financial situation, 2023

TRIAL MOTIVATORS WITH NON-ALCOHOLIC BEVERAGES

» Leverage promotional flavor into brand loyalty
Figure 17: Trial motivators, 2023
* Young adults look for personality in non-alcoholic
beverages
Figure 18: Attributes that encourage trial, by generation, 2023
+ Brands need to work harder, smarter for lower-income
dollars
Figure 19: Attributes that encourage trial, by HHI, 2023
* Flavor trial comes after proving worth

Figure 20: Trial motivators, by flavor segmentation, 2023

PURCHASE LOCATION

» Traditional retailers remain on top
Figure 21: Purchase location, 2023

* Food service has a limited-time opportunity
Figure 22: Purchase location, NET— Any rank, by generation,
2023

FLAVOR TRIAL AND FUNCTIONALITY ATTITUDES

* Momentum matters for new flavors
Figure 23: Attitudes about non-alcoholic drinks, 2023

» Flavor meets functionality, brand
Figure 24: Attitudes about non-alcoholic drink flavors, by
generation, 2023

FLAVOR TRIAL INTEREST BY DRINK TYPE

e Stack cutting-edge ingredients with mainstream flavors for
broader application
Figure 25: Interest in trial for flavors in non-alcoholic drinks,
2023
Figure 26: Interest in trial for flavors in non-alcoholic drinks,
2023, continued

» Millennials continue to drive flavor/ingredient exploration
Figure 27: Interest in trial for flavors, by generation, 2023
Figure 28: Interest in trial for flavors, by generation, 2023

* Women want flavors with function
Figure 29: Interest in trial for flavors in carbonated soft drinks,
by gender, 2023
Figure 30: Interest in trial for flavors in energy drinks, by
gender, 2023
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Mintel is the expert in what consumers want
and why. As the world’s leading market

intelligence agency, our analysis of
consumers, markets, product innovation and
competitive landscapes provides a unique
perspective on global and local economies.
Since 1972, our predictive analytics and
expert recommendations have enabled our
clients to make better business decisions faster

Our purpose is to help businesses and people
grow. To find out how we do that, visit
mintel.com.
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