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	Exhibit 2

	

	

	U.S. LIQUID REFRESHMENT BEVERAGE MARKET

	SHARE OF VOLUME BY CATEGORY

	1998 – 2013(P)

	
	
	
	
	

	
	
	
	
	

	Categories
	1998
	2003
	2008
	2013(P)

	   Diet CSDs
	12.6%
	12.9%
	12.1%
	11.4%

	   Full-Calorie CSDs
	36.1%
	32.1%
	27.0%
	24.1%

	CSDs
	48.7%
	45.0%
	39.1%
	35.4%

	Bottled Water
	13.0%
	18.5%
	23.8%
	25.4%

	Fluid Milk
	21.2%
	18.9%
	17.6%
	17.4%

	Fruit Beverages*
	13.3%
	12.5%
	10.2%
	10.1%

	Sports Beverages
	1.8%
	2.6%
	3.6%
	4.2%

	RTD Tea
	1.6%
	1.5%
	2.4%
	3.0%

	Value-Added Water
	--
	0.4%
	1.5%
	1.9%

	Energy Drinks
	0.0%
	0.2%
	1.0%
	1.4%

	Soy Beverage
	0.2%
	0.4%
	0.6%
	1.0%

	RTD Coffee
	0.1%
	0.1%
	0.1%
	0.2%

	   Total LRB
	100.0%
	100.0%
	100.0%
	100.0%

	
	
	
	
	

	(P) Projected

	* Includes liquid fruit juice and fruit drinks; excludes powdered fruit drinks and vegetable juices.

	Source:  Beverage Marketing Corporation; Adams Business Media; Distilled Spirits Council of the U.S.; Florida Department of Citrus; International Dairy Foods Association; U.S. Tea Association


In spite of the overall softness, the LRB marketplace has moved to a state of hyper-competition.  A myriad of categories are competing across multiple day-parts for all customers.  Large traditional categories like carbonated soft drinks have lost some volume to newer niche categories.

· For the most part, commercial beverages continue to grow at the expense of non-commercial beverages – even though 2008 and 2009 have proven challenging.  CSDs – the largest of the categories – are being cannibalized by other categories.  The consumer has more choices at more points of availability.  Recent CSD innovation has proven mostly unsuccessful at growing the category.
· A more targeted portfolio management approach is a key to future growth in the LRB marketplace.  Traditional consumer targeting approaches based mainly on age and day-part have been replaced by segmentation based on life-stage, need-states, attitudes and usage occasions.
· Niche companies can succeed by honing in on a hot category with a finely targeted brand.  They need to play in the remaining white space that big brands don’t own.  Larger marketers will need to optimize the opportunities with the right mix of beverage categories.  Larger companies must learn to succeed with a handful of smaller brands to complement their larger brands.  
As for the key players, there seems to be two divergent trends.  Larger companies continue to become larger and dominate more traditional categories.  But the flood of new categories emerging has posed an opportunity for companies big and small.  Larger companies have moved faster than ever to enter these niche segments.

· For instance, in early 2007, Coca-Cola acquired Fuze Beverage, thereby augmenting its portfolio of fruit beverages, RTD teas and energy drinks.  
· The year before, Pepsi purchased Naked Juice, maker of various 100% juices and juice blends that are free of added sugar, color and preservatives, from North Castle Partners.  
· Earlier in 2006, Pepsi acquired Izze Beverage and its sparkling juice brand.  
· Roughly five years prior to the Fuze deal, Coca-Cola gained a Naked Juice-like enterprise when it bought Odwalla.  In 2007, the company extended that brand’s label to cover a new line of value-added water products.
· More recently, there have been additional developments.  In 2009, PepsiCo acquired the Brazil’s largest coconut water company, Amacoco Nordeste Ltd., and could in the future introduce the product here.  It also introduced several new products – Pepsi Natural, Pepsi Throwback and Mountain Dew Throwback – all sweetened with natural cane sugar.  In addition, the company announced an agreement to distribute Rockstar Energy Drink through its bottlers.

· Likewise, Coca-Cola has been launching and testing some products.  In 2008, the company launched Sprite Green, a reduced-calorie line-extension of Sprite sweetened with the natural sweetener Truvia.  It also introduced reduced-calorie Odwalla Quenchers.
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