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The present consumer and market report, titled A S o drinks: European
market, consumer trends, and i n n o v a tpiowdesoan analysis of the soft
drinks sector, with a special focus on health. The geographical scope of the
report is Europe, spotlighting the Atlantic Area countries (France, Ireland,
Portugal, Spain, and United Kingdom). In the report, the production, value and
volume of sales of the sector, as well as product launching, main positionings,
consumer trends and market health claims were evaluated. The main
information sources have been Innova Database, Innova Markets Insights,
GlobalData, and European Commission databases, among others.

The following categories have been analysed: Waters, Carbonates and
energy/stimulant drinks, Drink concentrates, mixes and meal replacements,
Energy drinks, Juice and juice drinks, and Chilled coffee and tea. Waters
includes flavoured and unflavoured water and plant-based waters. Flavoured
and unflavoured water includes mineral water, carbonated/sparkling water and
still water. Plant based waters includes coconut, maple and birch waters (the
main ones) as well as aloe vera, artichoke, bamboo, cactus, cucumber,
watermelon, olive, banana and rose water. Carbonates and energy/stimulant
drinks includes all carbonated beverages, mixers (tonic water, bitter lemon),
ginger ale, root beer, birch beer, non-alcoholic malt, and energy drinks. Drink
concentrates, mixes and meal replacements includes all types of liquid and
powder concentrates and dilutables. Juice and juice drinks include the
subcategories Juices and Nectars, Fruit/Flavoured Still Drinks and Plant Based
Waters. Chilled coffee and tea include beverages made of coffee and tea that
can be consumed either cold or iced.

The present report is the second of a series of i ¢ 0 n s umaeket, and
innovation r e p o rthatsrepresent one of the several innovation support
services for SMEs implemented in the scope of the project A AHF ESA
quadruple helix Atlantic Area healthy food ecosystem for growth of
S ME s @he aim of this service, delivered by the Galician Food Cluster
(Clusaga), is to provide to Atlantic Area SMEs working in the healthy food
segment with information and knowledge helpful to guide their strategies within
a specific market sector or country, as well as for the preparation of their
product or commercial strategies.
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AHFES: A quadruple helix Atlantic Area healthy food ecosystem for
growth of SMEs

AHFES (Atlantic Healthy Food EcoSystem) is a European project funded by the
Interreg Atlantic Area programme. The purpose of AHFES is to improve the
overall competitiveness and growth of SMEs in the value chain of healthy food
& lifestyles by contributing to enhancing a transnational innovation ecosystem
that helps SMEs access knowledge, partners and markets and align their
products and services to consumer needs and expectations.

Throughout the project duration (form March 2019 to August 2022), AHFES will
deliver the following outputs:

A Intelligence gathering on current consumer trends regarding healthy food
and lifestyles

A Mapping of the Atlantic Area healthy food and lifestyles innovation
ecosystem

A Facilitation of networking and support in building transnational innovation
partnerships

A Innovation training actions for SMEs

A Services tailored to SME needs

AHFES is implemented by the following organisations:
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2. The market: European perspective
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2.1 Overview of the soft drinks EU-28 market size

After five years of growth, in 2019 there was a slight decline in the European soft
drinks industry sales volume according to UNESDA (Union of European
Beverages Associations). Sales decreased by -0.39% from the previous year,
reaching a sales volume of 120,067.3 million litres.

Soft drinks sales volume evolution in Europe (2014-2019)
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Source: UNESDA
* The data above is collected by industry analysts Global Data.

This contraction was mainly due to a decrease in the volume sales of Packaged
Water (-0.9%) and Juice & Nectars (-2.5%). The table below includes the
disaggregated study of the evolution of sales of the complete category.

Composition of soft drinks sales in Europe (2014-2019)
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Source: UNESDA

*The data above was collected by industry analysts Global Data.

* Sdft Drinksoinclude: Carbonates, Still Drinks (<25% juice), lced/RTD Tea Drinks, Iced/RTD Coffee Drinks, Sports
Drinks, Energy Drinks, Flavored Water and Enhanced Water.

* *Padkaged Wateroexcludes bulk/HOD wéater.

* x x * f JNedtacseincl&des: 100% Juice and Nectars (25-99% juice).
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The countries with the highest sales volume of soft drinks in 2019 were Germany
(27.6 billion litres), Italy (15.7 billion litres) and France (14.4 billion litres), together
accounting for 48.1 % of total sales in Europe. These countries were followed by
Spain (11.4 billion litres) and the UK (10.7 billion litres), which together accounted
for a further 18.4%. Ultimately, the top five countries represented more than half
of the total sales volume in Europe in 2019.

Top 5 countries for Soft Drinks sales in Europe:
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Source: UNESDA
*The data above was collected by industry analysts Global Data.

On the consumption side, according to UNESDA, in 2019 the per capita
consumption of soft drinks in Europe was 243.9 litres. The countries with the
highest levels of soft drinks per capita consumption were Germany (336.3
litres), Hungary (310.3 litres) and Belgium (272.4 litres).

Per capita consumption of soft drinks in Europe (l/capita)
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2.2 Soft drinks production in the EU-28

According to the European statistical system (Eurostat), in 2019 approximately
130 billion litres of soft drinks were produced in the European Union, a decrease
of -1.13 % compared to 2018. In value terms, soft drinks production reached
054 billion in 2019 rising 2.24% against the previous year.

EU-28 main soft drinks producing countries o8 Germany
The main soft drinks producing countries ’

in 2019 were Germany, ltaly, Spain, UK,  pojand ’ Italy
France and Poland Together they

accounted for three quarters of total EU- France A

28 production. UK Spain

In view of the product categories analysed by Eurostat, for the purpose of this

part of the present study the following were considered:

11071130 - Mineral waters and aerated waters, unsweetened

11071930 - Waters, with added sugar, other sweetening matter or
flavoured, i.e. soft drinks (including mineral and aerated)

11071950 - Non-alcoholic beverages not containing milk fat

65,820,000,000

41,600,000,000

Production
val ue (

12,698,338,637

2,500,000,000

(excluding sweetened or unsweetened mineral, aerated or 14,362,440,869 10,170,326,085
flavoured waters)
10321100 - Tomato juice 148,610,726 90,226,650

10321220 - Unconcentrated orange juice (excluding frozen)

2,584,519,719

2,059,290,465

10321230 - Orange juice n.e.c. 270,000,000 280,000,000
10321300 - Grapefruit juice 81,690,525 81,192,342
10321400 - Pineapple juice 214,215,184 178,865,091
10321500 - Grape juice (including grape must) 893,548,446 590,324,134

10321600 - Apple juice

10321910 - Unconcentrated juice of any single citrus fruit

2,186,709,253

1,523,522,312

. . 268,805,650 234,636,630
(excluding orange and grapefruit)
10321920 - Unconcentrated juice of any single fruit or vegetable,
not fermented and not containing added spirit (excluding orange, 660,187,711 631,012,097

grapefruit, pineapple, tomato, grape and apple juices)
10321930 - Other fruit and vegetable juices n.e.c.

Total

Source: Eurostat.

1,215,843,603

130,306,571,686

1,512,574,606

54,550,309,049

*This table contains the latest data on anual sold production. Total production data was not available for the selected

categories..
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2.3 Soft drinks in AHFES countries

This section focuses on the Atlantic Area countries, namely: France, Ireland,
Portugal, Spain, and United Kingdom.

The level of soft drinks sales in the AHFES countries reached 39.5 billion litres
in 2019, which accounted for 32.87% of the total sales volumen in Europe that
same yeatr.

Sales volume of soft drinks in AHFES countries:
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Source: UNESDA
*The data above was collected by industry analysts Global Data.
Spain, France and the United Kingdom were among the top 5 soft drinks
producing countries in the EU in 2019, as mentioned in the previous section.
The latest data analysed by the European Commission on the production
volume of different categories of soft drinks before the UK's exit from the EU are
included below.

11071130 6,873,447,357 161,031,379 8,520,523,000 2,085,183,766

11071930 4,214,790,393 = 692,282,425 283,565,000 10,227,160,000
11071950 840,696,793 = 1,179,546 4,723,293,000 =
10321100 8,030,241 0 = 4,512,891 9,910,166
10321220 444,355,891 = 10,280,188 438,291,278 433,052,804
10321230. 0 0 726,089 56,390,906 =
10321300 22,580,616 = 0 5,455,819 4,177,073
10321400 43,793,631 0 192,382 44,196,237 =
10321500 21,912,371 0 = 614,432,698 =
10321600 129,232,972 = 9,797,574 132,571,200 168,033,358
10321910 37,866,416 = 818,853 123,517,732 =
10321920 25,221,767 = 1,500 105,294,616 =
10321930 0 = 117,819,362 169,548,633 =

Source: Eurostat.

11 *(-) Data not available. '\/""_er'eu - .
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2.4 International trade of soft drinks

The Harmonised System (HS) has been considered as the most appropriate
way to delimit the study of foreign trade in soft drinks. Yet there is no specific
tariff code for the category of soft drinks, most non-alcoholic beverages are
grouped in Chapter 22 of the Harmonised System tariff classification, which
covers all beverages. Fruit juices are classified in Chapter 20, heading 20.09.
For the purposes of this study, the category was delimited under the following
HS codes:

HS Code Product

Fruit juices (including grape must) and vegetable juices, unfermented and not
2009 containing added spirit, whether or not containing added sugar or other
sweetening matter

Waters, including natural or artificial mineral waters and aerated waters, not

2201 ! . )
0 containing added sugar or other sweetening matter nor flavoured; ice and snow.

Waters, including mineral waters and aerated waters, containing added sugar or
2202 other sweetening matter or flavoured, and other non-alcoholic beverages, not
including fruit or vegetable juices of heading 2009

Source: Taric Consultation (European Commision).

According to data from the International Trade Centre (ITC, Trade Map), the
value of global imports of the category reached to 39.7 billion in 2020, a 2.6%
decrease over 2019. The United States remains the wo r |ladgést importer of
the category with a 16% share, and in 2020 purchased $6.4 billion of soft drinks.
Next would be Germany, with an 8% share of world imports, equivalent to a total
of $3 billion.

Concerning exports, the EU-28 supplied much of the international demand. The
value of global exports of the category amounted 39.9 billion in 2020, a 4%
decrease over 2019. In 2020, the United States was the top importer of EU-28
soft drinks, followed by Switzerland, Norway, Japan, China and Saudi Arabia.

EU-28 main soft drinks export destination countries

Source: Access2Markets database (European Commission).
*The intensity of the colour corresponds to the value of exports. The higher the intensity, the higher the value.
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2.5 Top brands globally

The main players operating in the soft drinks market are the Coca-Cola
Company, PepsiCo, Nestlé, Keurig Dr. Pepper, Danone and Red Bull, among
others.

The table below highlights the top global soft drinks brands. It is based on the
BrandZ 2020 ranking of the most valuable global brands, presented annually by
Kantar.

For the purposes of the ranking, the category includes RDT non-alcoholic
beverages, including carbonated soft drinks, sodas, juices, bottled water,
functional (isotonic and energy), tea-coffee (hot and cold) and milk drinks.

Coca-Cola tops the list with a value of more than USD70 billion, followed by the
Austrian energy drink Brand Red Bull.

Ranking of the top ten most valuable soft drinks brands in 2020 worldwide:

» Value
(milion USD)

1 Coca-Cola 71,701
2 Red Bull 12,751
3 Diet Coke 12,315
4 Pepsi 11,123
5 Yili 9,203
6 Lipton 9,100
7 Nespresso 8,214
8 Nescafé 8,072
9 Mengniu 6,831
10 Fanta 6,433

Source: BrandZ Most Valuable Global Brands 2020, Kantar.
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‘ 3. Healthy soft drinks new products and positioning
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