Emerging Drink Trends
Impacting Brewing

Great Lakes
Hop and Barley Conference
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Count of U.S. Breweries
1900 to 2014

Policies that drive industry growth (4)

(1) 1977 US small brewer tax break S7 small vs. 59 for large (52 competitive advantage)
(2) 1979 home brewing legalized — creates cottage industry of home brewers

(3) 1991 large brewer tax increase S7 small vs. 518 large (511 competitive advantage)
(4) Craft share of market about 10% with stated goal of 20% by 2020.
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U.S. Per Capita Beer Consumption
1900 t0 2014 Gallons Per Person
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Beer Belongs Campaign
USBA/USBF 1945 to 1956

https://www.flickr.com/photos/brookston/3985168375/in/photostream/
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U.S. Per Capita Beer Consumption
1960 to 2014 Gallons Per Person
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In 1960 Anheuser Busch assumes #1 rank in industry with 10% market
share (18% in 1970, 28% by 1980, 48% by 1990 and 49.6% by 2003)
TV advertising takes off (liquor and wine sit on the sidelines)
Baby Boomers come of age
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Top 5 Market Shares in U.S.

1977 vs. 2014

1977 1977 2014 2014
Brewer Volume Share Brewer Volume Share
AB (1852) 37,012 23%  ABInbev(1366/2008) 93,400 45%
Miller (1855) 24,168 15% Miller Coors (2007) 54,000 26%
Schlitz (1849) 22,130 14% Constellation (1940) 14,400 7%
Pabst (1844) 16,003 10% HUSA (1864) 8,300 4%
Coors (1873) 12,770 8% Pabst (1844/2014) 5,000 2%
Top 5 112,083 70%  Top 5 175,100 84%
Balance -44 47,053 30% Balance - 3,595+ 30,700 16%
Total 159,136 100%  Total 205,800 100%

Brewer Counts 49 Brewer Counts 3,600+ N_.j
W!'A

Source: Beer Marketer's Insights, 2015. “brewer counts do not include importers.



Count of U.S. Breweries

2014 Production Volume
Production Volume 2014 2014
Barrels (31 gallons) Breweries Share
0-1,000 2,628 71.8%
1,001-7,500 711 19.4%
7,500-15,000 100 2.7%
15,001 - 60,000 122 3.3%
60,001-100,000 21 0.6%
100,001-1,999,999 55 1.5%
2,000,000 plus (AB 12 / MC 8) 21 0.6%
Total 3,658 100%

91% of brewers produce less than 7,500 barrel and 96% of all new breweries
(802 new brewers in 2014 making less than 7,500 barrels)

Source: TTB and NBWA 2015.



Average Barrels Per Brewery
2011 to 2014
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Source: TTB and NBWA, 2015. (all brewery establishments)



17,791 Beer Labels
Approved Since 2004
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Number of New Beer Label Approvals
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Source: TTB, Public COLA registry, 2004 —2014 (Gov’t Shutdown Fall 2013).



Average Number of SKUs
Carried by Distributors
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Source: NBWA DPR, various years.



Consumer Choice in Retail
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Share/Gallons Ethanol Per Capita

(2014: 4.6% beer, 12.5% wine, 38% liquor)

1993 2014
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Beer, Wine, Liquor in Gallup Poll
Young Males 18-29* years old
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Source: Gallup Poll, 2013; * U.S. legal drinking age is 21.

(http://www.gallup.com/poll/163787/drinkers-divide-beer-wine-favorite.aspx



U.S. Consumer Price Index
Beer, Wine & Spirits at Home (Off Premise)
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Source: US Bureau of Labor Statistics, Consumer Price Index, 2015.



U.S. Beer Segments CY 2014

YoY Growth 2013-2014 and Average Case Price 2014
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U.S. Real Personal Income

Growth
2010 to 2013
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Source: U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplements, 2015.
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Balance of Industry vs. High End

1990 to 2014
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Source: US Department of Commerce, Brewers Association, TTB and NBWA 2015.
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U.S. Light Beer Share of Market
1997 to 2014
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Source: Beer Marketers Insights, 2014



US Population Total Males and Hispanic Males
2013 Census Current Population Survey
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Hispanic Share of U.S. Population 2013
By Single Age

30.0%

25.0%

20.0%

New Adults

15.0%

10.0%

5.0%

0.0%
0 2 46 81012141618202224262830323436384042444648505254565860626466687072747678808284

Age

Source: US Census CPS, 2014.



Economic Change in U.S.

Unemployment Rate
YM Labor Force Part
Inflation — CPI
Inflation — Medical
Inflation — Gas

Jobs Added

Real Wages/Earnings

Domestic Volumes

Import Volumes

Total Volumes

2 OUT OF PAST 3 YEARS POSITVE INDUSTRY GROWTH

Source: US Bureau of Labor Statistics, TTB, US Department of Commerce and NBWA 2015.
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Thank You

("I BEER:

Ljones@nbwa.org
Chief Economist, Industry Affairs
National Beer Wholesalers Association
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