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entrepreneurs and market veterans alike.
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THE ANSWERS YOU NEED

This brief but insightful market report measures volume and wholesale dollar sales, covers top brands and
discusses key issues in the sparkling and carbonated water category. BMC's exclusive four-year projections are
also included. Questions answered include:

e What are the key attributes of the sparkling and carbonated water market?

e Which are the leading brands? Is the market sewn up by big companies or is there room for smaller
players to capture a significant percentage of market share?

¢ Why has the category been so successful? How does sparkling and carbonated water relate to the
carbonated soft drink market and to what extent do these categories overlap?

e How much is the sparkling and carbonated water market expected to grow in the next four years?
Which segments are expected to grow the fastest?

THIS SPARKLING AND CARBONATED WATER REPORT FEATURES

This report examines a rapidly growing segment of the CSD (carbonated soft drink) and bottled water
categories in the United States. (Seltzer and club soda are considered CSDs but are included in this report as
part of the carbonated water segment.) The presentation of industry research begins with an overview of the
sparkling and carbonated water market. It then analyzes various brands and the companies behind them,
taking note of innovations they have achieved and the marketing strategies behind them.

After outlining this context, the sparkling ice report describes the issues likely to determine what is next in
the U.S. sparkling and carbonated water marketplace and projects market size four years into the future. In
this report, readers get a thorough understanding of all facets of the sparkling and carbonated water market
including:

e Wholesale dollar sales and volume of the sparkling and carbonated water market going back to 2000,
as well as a breakdown of sparkling and carbonated segments and their subsegments going back to
2011.

e Discussion of the main competitors and their likely prospects, including analysis of the strategies of
the two biggest soda companies that have entered the market, as well as the largest bottled water
company and a panoply of other competitors.

e Analysis of the prospects of the sparkling and carbonated water market in the next four years, with
Beverage Marketing’s wholesale dollar and volume category projections to 2020.
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SPARKLING WATER MARKET
CHANGE IN WHOLESALE DOLLAR SALES BY SEGMENT
2012 —2020(P)

Exhibit 7

Segment 2011/12 2012/13 2013/14 2014/15 2015/16(p) 2015/20(P)*

Sparkling Water

Dromestic Sparkling - o5 L % - % - % - %

Imported Sparkling % - Ty - o % - 0 - G
Subtotal Sparkling - n -_— -_— O - % - U - 0h

Carbonated Water

Seltzer %a %a % - % % s

Club Soda %a %a o s Tia Ya
Subtotal Carbonated - Yo S %o _— 0 _— 0 _— 0
TOTAL — O _— O n - - O _—

* S-year compound annual growth rate

(o) Prefiminary; (P) Projected

Source:

Beverage Marketing Corporation

SPARKLING AND CARBONATED WATER GROWTH
2001 - 2016(p)
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The sparkling water market going forward will continue to be fueled by a continuing decline in
carbonated soft drinks (CSDs) as consumers seek healthier beverage options and so-called
“clean labels”.

e According to NWNA, it takes about a week for the soda consumer to get used to
the absence of sugar in their carbonated drinks. There are still many people that
have yet to go through that learning curve to realize they can get the digestive
benefit of bubbly water without the deleterious effect of consuming an excess of
sugar or high-fructose corn syrup. Some consumers may take an intermediate
step in their journey, transitioning initially to sweetened sparkling brands like
Sparkling ICE or exotic sparklers such as NWNA’s own San Pellegrino Sparkling
Fruit Beverages.

e About a decade ago, many of these consumers would have just switched to diet
CSDs (Sparkling ICE notwithstanding). But the clean label trend has shunted the
modern consumer into sparkling waters instead. The expected renaissance of the
diet CSD segment via the use of natural sweeteners has not panned out at all.
What's more, the consumers that do not care about clean labels or natural
sweeteners might be shunning diet CSDs because of studies suggesting a link
between artificial sweetener consumption and weight gain.

e With CSDs on the long-term decline, Israel-based do-it-yourself beverage
manufacturer SodaStream International has pivoted from marketing home soda-
makers to home sparkling water makers. However, the carbon dioxide cartridges
that create the sparkling effect are just expensive enough for SodaStream not to
position its machines as alternatives to inexpensive packaged seltzers and
sparkling waters. Instead, it has opted to attack soda on its perceived
unhealthiness, although it continues to inveigh against wasteful packaging from
time to time.

e As a result, SodaStream is not expected to negatively affect the packaged
sparkling/carbonated water market to any large extent, and in fact a rising tide
may lift all boats, as the saying goes.

¢ Some who are struggling with their core lines in other beverage categories have
sought to get a lift from “sparkling healthy hydration” extensions, as with organic
energy player Guru with Guru Organic Sparkling Energy Water (which seems to
mimic its rival HiBall’'s own longstanding sparkling water entries). In 2016, Zevia,
one of the few “naturally sweetened” CSD brands to make an impact, diversified
its portfolio to include stevia-sweetened Zevia Sparkling Water.
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