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Introduction

Goal: Present market data, consumer preferences and innovations in the dairy and alternative-dairy sector,
special focus on health.

Geographical focus: Europe and AHFES countries (France, Ireland, Portugal, Spain, United Kingdom).

Content: Production, value and volume of sales, new products development, main positionings, consumer
trends and market health claims.

Main information sources: Innova Database, Innova Markets Insights, GlobalData, and European
Commission databases, among others.

First report of a series of “consumer, market and innovation reports” that represent one+of the several
innovation support services for SMEs implemented in the scope of the project AHFES.
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Global and European market




Dairy production globally

= The dairy sector is growing worldwide.
(strong demand by India, Pakistan).

= Milk is one of the most valuable products globally.

= Global milk production reached ~906 M t in 2020
(+2.0% vs 2019).

= Asia is the top milk producer, followed by Europe.
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= Milk is the main dairy product in terms of market value and volume, followed by cheese and yogurt.

= A growth of 4.9% in volume and 5.2% in value for milk expected (2019-2024).

Dairy market value and volume

H Value (US$M) Volume (kg M)

= i R 200964
| 150,746
Cheese _ 136,163 . . .
13,151 = Drinkable yogurt is forecasted to be the fastest-growing category.
69,690
. Yogurt 19,076
Drinkable Yogurt M 38,236 Volume growth (US$M), 2019-24 Value growth (US$M), 2019-24
12,265
i Top three CAGR 2019-24 Top three CAGR 2019-24
Butter & Spreadable Fats -523%4'607 .
17 Drinkable yogurt +7,668 +10.2% Drinkable yogurt +31,142 I +12.7% I
Dairy-Based & Soy-Based Desserts Ml 22,740
| 4267 Yogurt +3,994 +3.9% +34,281
cream M 16,038 L .
3,138 Soy milk/drinks +1,062 +2.8% Butter/spreadable fats +8,352 +4.4%
Soymilk & Soy Drinks 7,11445597 Source: GlobalData

Fromage Frais & Quark 8,638
1,339

Source: GlobalData
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= EU accounts with 38% share of global dairy sales value.
= EU produces ~25% of the world's total cow's milk.
= Germany, main milk producing country.

= 1/3 of milk production is traded within the EU as dairy products.
EU-28 dairy production (thousands t)

e e oo | ot | oo | o

EU-28 main milk-producing countries

Drinking milk 30,274 29,526 28,613 29,384
Cream for direct consumption 2,777 2,702 2,764 2,780
Rest EU.28 / Germany Acidified milk (yogurts and other) 8,128 8,190 8,120 8,197
Butter 2,153 2,183 2,273 2,323
Cheese 10,169 10,253 10,454 -*
I(\/Iv\illl\ljlg;\d cream powders, excl. SMP 810 292 806 795
. ’ \ Skimmed milk powder (SMP) 1,513 1,520 1,505 1,556
spain France Drinks with a milk base 1,244 1,758 1,792 -
/ Whey (in powder or in block) 1,867 1,943 2,019 =
Italy \\ Caseins and caseinates 121 126 128 -
" Qnevshpodilsikbsed oo aam 2z
Neetherlands

Poland Source: Eurostat Source: CLAL, Eurostat
*Cells with a dash indicate no data available
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= Positive growth of milk sales and launches 2015-2019 (+2.9% and +4.3%).

= Positive growth of dairy sales and launches 2015-2019 (+3.5% and +5.1%).

Relative development of Milk and Dairy launches and sales in Europe

=0-Milk Launches Dairy Launches =0-Milk Sales =0-Dairy Sales
140 -
120 | 122 caGR
118 2015to
103
103, 115 2019
o 100 - 112
= 100 102
S
%
Q
2 60 1
40 -
20 A
0 T T T T
2015 2016 2017 2018 2019

Source: Innova Market Insights
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= International dairy trade increased by 1.2% in 2020.
= China: world's largest importer.

= New Zealand, the US and the EU, main suppliers of the international import demand.

Composition of global dairy exports (million tonnes, milk equivalent)

25
el 1.9%
-2.3% t
—7 . $
o
’ 15 t 4.1% t 8.0%
‘ oy 105%
-6.0%
n I !
A o
Butter Cheese SMP WMP Whey Others
v’ m 2019 estim. 2020 estim.

A
A

Source: UN (FAO)
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International trade of dairy products in the EU Atlantic Area - (:AHFES

= EU one of the world's top three players for dairy exports (New Zealand, US).
= EU world's biggest exporter of cheese.

= Japan top importer of cheese; China top importer of packed milk and SMP. EU-28 main dairy products export (thousands 1)

= EU exports expected to continue increasing. 1.200
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milk other fats &
buttermilk

m2018 ©2019 ' 2020
M EU-28

B More than 250 Source: CLAL, Eurostat
M 200 to 250
= 150 to 200

100 to 150
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None to 50

Source: Agri-Food Data Portal (European Commission)
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= Half of the companies in the ranking are European.

E:;/%I/? 2020 Country of Origin Dairy turnover (USD billion)*
1

Nestle Nestlé Switzerland 22.1
LACTALIS 2 Lactalis France 21.0
DE?F% 3 Dairy Farmers of America us 20.1
4 Danone France 18.2

5 Yili China 13.4

6 Fonterra New Zealand 13.2

7 FrieslandCampina Netherlands 12.6

8 Mengniu China 11.9

9 Arla Foods Denmark/Sweden 11.8

10 Saputo Canada 11.3

11 DMX Germany 6.5

12 Unilever Netherlands/UK 6.4

13 Meiji Japan 5.9

14 Sodiaal France 5.7

15 Savencia France 5.6
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‘4 Healthy dairy new products development (NPD) and positionings
9




Dairy NPD in Europe

1. Spoonable yogurts
2. Semi-hard and hard cheese
3. Dairy based ice cream and frozen yogurt

% penetration
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STRAWBERRY

IRISH YOGURT

Spoonable strawberry flavoured
yogurt (Ireland).



Positioning in the European dairy market

Packaging

Ethical 56%

Convenience 33%

Natural

No Additives/
Preservatives
1%

Organic 9%

Ethical

Environment
10%

Human 9%

Suitable for

Gluten free 10%

Vegetarian 10%

Lactose free 8%

Plus

Digesti...

High/ gut
Source of health
protein 9% 7%

Free from

Low/no/reduced fat
1%
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Po + onbollags

Notre pot et son couvercle sont majoritalmﬂt
pour faciliter le geste detrietle recyctax
ressources forestieres gérées durablene!
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= Passive health claims (free/no/low/reduced) are present in almost half of dairy launches.
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SpeCIfIC age grOUpS Atlantic Area - 3 A H F E S
= Companies target specific age groups to cover particular health demands.

Health claims in launches of dairy products for children 5-12 years

‘ | mNo Additives/Preservatives |
‘ Gluten Free

Natural

Organic
B High/Source Of Protein

Strawberry and banana
flavoured yogurt drink, a
source of calcium for
bones, no added colours
nor artificial sweeteners

® Vitamin/Mineral Fortified (United Kingdom).

Bone Health

= Added Calcium
Lactose Free

® L ow/No/Reduced Fat

Launches with claims related to aging

180 - m Vitamin/Mineral Fortified
160 1 Added Calcium
Margarine, with a source of 140 7 Bone Health

120

100 - = Immune Health
80 Heart Health
60 |

w | I

20 - I

o [ | N o — B

Germany Sweden Finland Portugal Ireland

calcium and vitamin D2,
ideal for people over 50
years of age, maintaining a
healthy bone  structure
(Netherlands).

# of product launches




% penetration

Dairy NPD in AHFES countries

Dairy launches in AHFES countries (2016-2020)

34
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Top 5 brands in AHFES countries

Spain France United Kingdom Portugal Ireland
1 Hacendado Auchan Morrisons Milbona Tesco
2 Carrefour Paturages Asda Continente Alpro
3 Dia President Alpro Pingo Doce Dairylea
4 Alteza Activia Marks and Spencer Mimosa Deluxe
5 Activia Casino Tesco Provamel Glenisk

3\33"“ 4 ngdom po\’\uga\ \\'e\a\'\d

unite

1/3 of European dairy market

1 7.6%
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Main health claims in AHFES countries Atlantic Area SIS

Top 10 Health Claims by country (2016-2020)

7. 8.
Digestive/ Lactose 9. Natural
gut health Free

1. No Additives/| 2.Low/No/ 3. High/ 5. Gluten

4. Organic e
Preservatives | Reduced Fat Source of protein ™ g Free

Hegleir Health

Spain

Portugal 8%

France 6% 2%
United o
Kingdom 19%

Ireland 21% 4%

*growing trend
Colour code highlighting Top 1-3 health claims: .#2 #3
Percentages indicate the % of new products carrying the claim

Slices of matured
cow, sheep and goat
cheese with 38%
less fat. (Spain).

Vanilla flavoured
creamer gluten
free, fat free
(United Kingdom).

Yogurt with mangoes,
passion fruit and
turmeric  with no
additives (France).

Y25M1€
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1. Health and immune system

= More awareness of diet and health.
= Choices based on specific nutritional needs and health concerns.

= Functional ingredients aiding gut, immune and mental health are promoted.

Support

Drinking yogurt with probiotics, : STRAGEE
40% less sugar and added with by Sainsburys
vitamins B6 and D to help the ‘

defenses (Spain).

Fat free drinking yogurt with
no added sugar and
source of vitamins B6 and
D to support the immune
system (United Kingdom).

S lnterreg -

Atlantic Area

European Regional Development Fund  EUROPEAN UNION

of consumers interested in learning about
ingredients that improve their immune system

has grown the claim “Immune Health” in
Europe in new launches

Source: Innova Consumer Survey, 2020

glenisk @ glenisk @
yQUArK flQuark ¢

the good g4 " the good gt/ ‘

glenisk @) glenisk @
Quark ¢ Quark #Ees

. perfect peach

o

Quark “The good gut”. Source of
fiber. High vitamin D. High
protein. 0% fat (Ireland).
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2. Personalised nutrition Atlantic Area - LA HFES
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LECI-]I?E
% SALUD
; m = INMUNE’
' 0 (o) MBS i Rer
In $ “ KEF'R . ConVl!azr::tCnyAs..?'.::,BQm!.
m STRAWBERRY
u O o
of global consumers found “more é'? -
ways to tailor their life and the >" N

@ Q ENTERA

products they bought to their X

individual style, beliefs, and

needs”
Mango flavored yogurt drink Fermented milk, a natural
that source of protein and by giving
Source: Innova Consumer Survey 2020 fuel for your muscles. High calcium, it the vitamins and
protein content. 0% fat minerals it needs.
content. 0% added sugars. (United Kingdom). Vitamins A, D, B12, BS6,
No lactose. No coloring B9, zinc and selenium

contribute to the normal
function of the immune
(Portugal). system.” (Spain).
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3. Improved mood health Atlantic Area SEE.

= Ingredients for an improved mood.

“Mood Health Platforms” in dairy & dairy alternative launches (Global)

Established

0,9% [
) I
—
& 0,8% I
s 1
8 : f
S 0,7% —
c 1
>
3 | \
E 0,6%
ks
c
k5 0,5%
G _ . ]
2 0.4% “L-theanine for increased ralz
© ’ .. .
S cognitive performance, aids . .

. R ” adaptogenic A
> 0,3% What’s next? with relaxation and sleep cocones milk supg
e e e e e - boisson au lait de coco
E 1 | adaptogéne
o 0,2% 1
o ’ : Calm/Relax |
2 I
S o : -

L I 1
O SR -
0,0%
-20% -10% 0% 10% 20% 30% 40% 50% 60%

Average annual growth (CAGR 2017-2019)

“‘We want to provide you with a healthier
and more sustainable solution to keep
you going. Thats why we use
adaptogens in our products - to help
boost your immune system all the while
fueling your body”
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CZAHFES

o> kcif\id“
o MO .
§ Cheese cubes rich in protein i, N - e
; with almonds and cranberries A R cjase S fC eese S;ICK_S, reduce
o (Portugal). at (United Kingdom).
& o e
-~ ﬁ}”ﬁ’-ﬁhcu%fké
Cubos de Queijo L%} s C
Ameéndoas e Arandos “wce Sl L2 e
ML,
@/ $ @
4 i
KefltrJ_ ;_ich in Sprotein ano]I( ,@\y‘_ , Rice C?Idrlnclj(, lactose f(;eelmiith
probiotics. ource 0 N C'E / no added sugar and gluten
: . N DRINK
calcium, vitamins B2 and "\ THEORIGINAL s, free. Portable 100 ml bottle
B12. Portable 220 ml bottle g;gx\;: - A (France).
fruit de la passion (France). O
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5. Transparency and origin Atlantic Area JE.

= Clean labeling describing the characteristics of the product respond to the consumer’s concern for the environment,
ethical aspects and the own well-being.

Now (J\ean Label Ey,

Human/animal welfare
Supply chain transparency

10 o
3in5

of global consumers say that they
are interested in “learning
more about where their
food comes from and
how it is made”

Real/recognizable
Short ingredient lists
Dairy/meat alternatives

at reformulation

GMO free
Minimally processed

Natural
No additives

Nothing artificial
Organic

Then

Source: Innova Consumer Survey 2020
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5. Transparency and origin Atlantic Area - (CAHFES

= Clean labeling describing the characteristics of the product respond to the consumer’s concern for the environment,
ethical aspects and the own well-being.

— : : Biogurte:  Organic  yogurt made  with
ey ! ¢! - ingredients of sustainable origin. Green Dot,
— S?M‘/ ' aguetd b FSC and Ecocert certified. (Portugal).
?‘ conservantes

corantes . -
aromas artificiais

La Fromagerie Milleret produces lactose
free cheeses made from milk that has
been collected locally, with an average
radius of 25 km around the cheese factory
in Franche-Comté (France).
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6. Plant based alternatives Atlantic Area SRS

= Growth of claims such as “plant-based” (44%), vegan (19%) and vegetarian (8%).

Alternative dairy launches in Europe (2016-2020) (20(1:23520) ®m Gluten Free
3 04 Health claims in alternative dairy products in Europe
25 ~ (0]
Lactose Free
20 + \\
IS 15 1 Organic
£ Gluten
2 ‘x
é 10 free ® Low/No/Reduced Fat
X
5 4
|l No Added Sugar | t 11%
0 .
2016 2017 2018 2019 2020 High/Source Of Protein
ooz )
53%
IT IS HEALTHIER of consumers m Vitamin/Mineral t 9%
\ globally ) Fortified
o acos ) :
359% |~ Added Calcium |t 1%
of consumers
\ globally ) e
DUSh ® No t 304
32% //:u’u;vmz- Additives/Preservatives
of consumers m"ml'fm(m&w: = Digestive/Gut Health
___globally WD igestive/Gut Hea
1004 )
19%
IT TASTES BETTER of consumers
\ globally )
Oat drink Cashew yogurt

Source: Innova Consumer Survey 2020 (United Kingdom).  (United Kingdom).
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7. Hybrid dairy e Sl CCAHFES
= Blend of dairy and non-dairy based products

Rich & Creamy Low in sugar

Vitamins D & A z
Fewer calories

Bone-building

. Rich, nutty flavor
calcium

Excellent source of

. Naturally lactose-free
protein

75% of the UK population
who use plant-
based alternatives also use
standard dairy milk (Mintel,

S 28

Sweetened Vanilla Original Unsweetened Vanilla Original Chocolate
Almond Almond Almond Oat Almond

2020)

The US brand Live Real Farms has launched the first
line of beverages that contain @ blend of fresh milk
and plant-based drinks.
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Launches and health claims Atlantic Area SRS

Launches of milk per subcategory in Europe

a

0,3

Skimmed milk with

= Cow Milk omega 3 and low
Goat Milk in fat (Spain).
Sheep Milk

Omega3

deORIGEN

97,3

Top 10 health claims in AHFES countries

2. High/ 4. No 8. Vitamin/
. 1. Low/No/ g 3. o . 7. No added . 9. Lactose 10.
Region Source of . Additives/ Mineral
Reduced Fat Organic . sugar Free Natural
Preservatives

protein fortified
9%*

Spain 18%

Portugal 18%*
France 6% 504*
United Kingdom 19%
Ireland 40% 11%*
EUROPE 5%



Organic/natural is the claim with
the highest growth among AHFES
countries

Organic  semi-skimmed
milk, (United Kingdom).

Milk with passive health claims

Poscual

Darlomejor

LECHE

DESNATADA

UPERISADA

e
B ED

Skimmed milk,
0% fat (Spain).

Leite

Sem

Lactose free
semi-
skimmed milk
(Portugal).

S lnterreg -

Atlantic Area

European Regional Development Fund  EUROPEAN UNION

Milk with active health claims

FLAVOURED MILK DRINK
WITH EXTRA WHEY PROTEIN

500ml €

Milk drink, source of Chocolate flavoured milk,
10  vitamins and containing 33 g protein
enriched with vitamin per serving, with extra
D (France). whey protein and 1% fat
content (Ireland).
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Launches and health claims Atlantic Area

European Regional Development Fund  EUROPEAN UNION

Launches of cheese per subcategory in Europe (%)

m Cheese - Semi-Hard
& Hard

Cheese - Soft &

Semi-Soft Tomme de Savoie
semi-soft cheese from

Ch - Fresh & i
eese - Fres cow’s milk (France).

Cream

m Cheese - Processed
Cheese

Cheese - Soft
Cheese Desserts

Top 10 health claims in AHFES countries

1. No . 8.
Additives/ 2. Low/No/ 3. High/ 4. Organic N (BRI Vitamin/ e 10

Preservatives| Reduced Fat Source of Health Free Free NEWNE
3%
2%*

rotein Mineral
p fortified

Spain

Portugal
France
United Kingdom 2%
Ireland 4%
EUROPE 4%
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CZAHFES

No additives/preservatives is the most High/source of protein is the

popular claim in AHFES countries claim with a higher growth Free from” claims are recurrent claims

TERRA

Sainsbury’s 50% less fat

' ’QgOOd mature

ISNCSERN hite cheese

ARDAGIH

GRATED
MILD RED

IRISH CHEDDAR

Raclette cheese slices hio Organic Matured sheep Mild Irish grated coloured Lactose free cheese Mature white cheese with
and without additives or cheese (Spain). cheddar cheese high in slices (Portugal). 50% less  fat  (United
protein (Ireland). Kingdom).

preservatives (France).
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Launches of yogurt per subcategory in Europe (%)

Spoonable  strawberry
flavoured fat free yogurt
(United Kingdom).

m Spoonable Dairy Yogurt = Drinking Yogurt/Fermented Beverages

Top 10 health claims in AHFES countries

: 1. Low/No/ 2. No Additives/ 4. High/
Region

3. Gluten Free 5. | 6.No added 8.Digestive/ . |10. Vitamin/
Reduced Fat Preservatives .

Source of protein Organic sugar o NEULIEL Gut health Lactose Mln'er_als
fortified
Spain 8% 22%

Portugal - 26%*
France 5%* 14% 7%
United 996+ 22%

Kingdom
Ireland 5% 18% 7%*

EUROPE

o [NNN2INN 6%
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Launches and health claims

Low/no/reduced fat is the most popular claim, No additives/preservatives Other recurrent passive health
protein growing presents a strong growth claims

wr - pASTOREY
G\_EN\LEN Alw‘?nglll"r)ggﬁw;
. LIBERTE |
[ CREAMY YOGURT A% SLAGRECOUE PROTEINAS
82 Rusphor ¢ blackcurmd ! o Ao0eD g
- SXTURE CREMEUSE | =
Raspberry and Blackcurrant Coconut flavoured yogurt Vanilla flavoured creamy Natural yogurt with
flavoured yogurt Greek style yogurt with
(United (Portugal). (Ireland). unflavoured yogurt

Kingdom). (France). (Spain).
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Launches of dairy alternatives per subcategory in Europe (%)

oo SO 2
[rovamels
m Dairy Alternative Drinks Orgomic-hio
Almond.
Spoonable Non-Dairy
Yogurt _
Margarine & Other Almond drink (Ireland).
Blends
= Cheese - Non-Dairy
[

Top 10 health claims in AHFES countries

8.
4. Low/No/ 5. High/ 6. No Additives/ Vitamin/|9. Added
Reduced Fat |Source of protein Preservatives Minerals| calcium

fortified

2. Lactose
Free

10.
Digestive/
Gut Health

Spain
Portugal
France
United
Kingdom
Ireland
EUROPE

13%
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CZAHFES

Lactose free, gluten free and Both active and passive health claims in plant-based alternatives are
organic are the most popular claims growing in all AHFES countries

THE BRIDGE
i’@j LA FAMIGLIA ORGANIC

f 0
| NATURL

SIN AZUCARES. _/ 2 ‘ i o -;‘- I|
? & e % | VEGAN ;
] 1 » | SPREADABLE s

Gluten free and organic No lactose oat drink No preservatives, lactose Organic vegan spreadable Mango flavoured soy yogurt
rice and coconut drink (Portugal). free, gluten free vegan with rapeseed, coconut, with no added sugar
(France). slices (Spain). shea and almond (United (Portugal).

Kingdom).
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Conclusions oSl CCAHFES

nnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnn

= The global demand for dairy products is growing.

= EU is a major player globally in the dairy market.

= EU one of the top players regarding dairy products export.

= Yogurt is one the fastest growing category, specially in the drinkable form.

= Strong presence of ethical and convenience positionings and passive “free” health claims.

= Strong growth of organic and natural products with no additives or preservatives.

Great scope for innovation of healthy products in the dairy sector: healthy snacks, novel ingredients
nutrition- and mood-focused, plant-based alternatives, sustainable production and natural “free from”
products.
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Thank you for your attention!

Contact: ahfes@clusaga.org

Study available and more project information at: www.ahfesproject.com

Follow AHFES:
3 AHFES on Twitter T3] AHFES on Linkedin

—IONE

cluster alimentario de galicia


mailto:ahfes@clusaga.org
http://www.ahfesproject.com/
https://twitter.com/ahfesproject
https://www.linkedin.com/in/atlantic-area-healthy-food-eco-system-project-b36682194

