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Executive Director
Retailer Services, Nielsen

“Australia is

the third most
confident market
globally boasting
a Consumer
Confidence Index
score of 115.”

Longr e

Highlights from Nielsen’s
Global Online Consumer Survey
Q3 (September), 2010

Rising Aussie confidence
continues to defy the trend of other
developed markets and reflects
the strongest outlook we have
had in more than two years for
job prospects, personal finances
and the ability to buy things we
need and want over the next 12
months. Australia is the third most
confident market globally boasting
a Consumer Confidence Index
score of 115 — behind only India
(129) and Thailand (117) and tied
with Indonesia; and a significant
25 points higher than the global
average of 90 (see Chart 1.1).

An overwhelming 74 per cent of
Australians said their perception
of local job prospects over the
next 12 months was excellent or
good; 70 per cent believed that
the state of their personal finances
was positive; and 59 per cent (the
highest score globally) claimed the
next 12 months was an excellent
or good time to buy the things they
want and need.

The results are consistent
with the latest RBA information
which shows a continued rise in
Australia’s employment growth
— fuelling a strong labour market
and underpinning household
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income. Our economy has also
benefited from expansion over the
first half of 2010, with Australian
GDP growth forecast to be around
3V per cent for the year — a

result of rising commodity prices,
increased public investment and a
growing population.

Our optimistic outlook for the year
ahead is in contrast to most other
developed markets, with 20 of the
53 markets participating in the
Nielsen Global Online Consumer
Survey experiencing a decline in
confidence in the latest quarter.
After an upbeat start to the year
with two consecutive quarters
of increases in optimism, global
consumer confidence fell three
points in September to an Index of
90 as consumers’ hopes for a full
economic recovery this year fades
in most parts of the world.

Despite the positive outlook
among Australians for the year
ahead, we are still seeing evidence
of cautionary behaviour with almost
half of all consumers channelling
their spare cash into savings (47
per cent), and 40 per cent using
surplus cash to pay off debts,
credit cards and loans. In addition,
the majority of consumers are
actively curbing their household
expenditure by trying to save on
gas and electricity; cutting back
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on take-away meals, new clothes
purchases and out-of-home
entertainment; and making the
switch to cheaper grocery brands
(see Charts 1.2 and 1.3).

So while it is encouraging to see
that Australia is currently the most
optimistic developed market in
the world, we can’t lose sight of
the fact that we are still part of an
uncertain and vulnerable global
economy.

A strong labour market and
perceived financial position may
be driving up our confidence, but
in reality we are still seeing a rise
in the debt-to-household income
ratio; there is continued focus on
saving and managing our debt
levels; and we are actively looking
at ways to make our spare dollars
go further.

Sales in the Australian retail
sector are flattening; grocery
basket values are down by five
per cent on a year ago; and in
the pharmacy channel — we are
seeing continued deep discounting
resulting in significant price
compression in store. In order to
drive growth, retail strategies need
to be adapted to meet the needs of
the changing shopper landscape;
while store segmentation, range
and promotion targeting is key to
maximising sales. m
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. Chart 1.1: Trended Consumer Confidence Index. Base: All respondents
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Chart 1.2: How do you utilise your spare cash
after covering essential living expenses?
Base: All Australian respondents

P 48%
Putting into savings NI 41%

credit cards / loans 40%
P 35%
Holidays / vacations NN 31%
39%

. I 27%
Home improvements / ] 26%
decorating 30%

e R 25%
N R

entertainment 23%
I 24%
New clothes NN 22%
30%
I 18%
New technology — 18%
products 25%
Investing in shares I 3://“‘
of stock / mutual funds 11%
s 10%
Retirement fund I 8%
8%
[ | 8%
| have no spare cash NN 14% Q3 2009 .
11%
o a22010 i
Don’t know/undecided B 2% Q3 2010

1%
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Source: Nielsen Global Online
Consumer Survey (Q3 - Sept 2010)

. Chart 1.3: Compared to this time last year,
which of the following actions have you taken
in order to save on household expenditure?

Base: All Australian respondents

Try to save on gas
and electricity

65%

Cut down on
take-away meals

60%

Spend less on new clothes

58%

Cut down on out-of-home
entertainment

55%

Switch to cheaper
grocery brands

51%

Delay the replacement of
major household items

42%

Delay upgrading technology,
eg PC, mobile

42%

Cut down on telephone
expenses

42%

Cut down on holidays/
short breaks

37%

Use my car less often

33%

Look for better deals
on home loans, insurance

26%

Cut out annual vacation

23%

Cut down on or buy cheaper
brands of alcohol

22%

Cut down on at-home
entertainment

17%

Cut down on smoking

10%

Services Pty Limited, a wholly owned subsidiary of the Pharmacy Guild of Australia.

Source: Nielsen Global Online
Consumer Survey (Q3 - Sept 2010)
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Pharmacy sales growth starts to slip as
Impact of deep discounting takes effect

he Australian pharmacy
trade has recorded

strong annual growth with
OTC sales up by 7.4 per
cent for the MAT 01/08/2010
versus the previous year.
Overall trade performance
continues to be buoyed by the
bigger categories particularly
vitamins and supplements
and cosmetics — in fact, with
the exception of cough, cold
and flu treatments; nine of
the top 10 biggest categories
in pharmacy recorded annual
growth (see Chart 2.1).

Some of the smaller
categories which have also
enjoyed solid sales increases
over the past year include:
anti-inflammatories and
rheumatics, confectionery,
foot care, wound care and
gastrointestinal treatments
(see Chart 2.2).

However, whilst on an
annual basis performance
of the trade appears healthy
— the shorter-term picture
looks bleak in comparison,
with sales growth over the
latest Quarter to 01/08/2010
slowing down to a modest
3.3 per cent compared to the
same time frame a year ago.

The slide in OTC value sales
growth over the past three
months is largely attributed
to prolonged and consistent

“The challenge
for pharmacy,
will be to balance
consumers’
demand for value
with the impact
that frequent and
deep promotional
activity can have
on topline dollar
growth.

deep-discounting, resulting

in price deflation in 46 per
cent of categories. In addition,
four of the top five largest
OTC categories have shown a
general compression in price
per unit.

The challenge moving
forward for the pharmacy
channel, will be to balance
consumers’ demand for value
with the impact that frequent
and deep promotional activity
can have on topline dollar
growth both for the trade and
by category.

Nielsen research has shown
that the impact of the GFC
caused Australian consumers
to re-assess how they spend
and shop. There has been a
fundamental shift in shopper
sentiment from the spend-
thrift, debt-driven early
noughties to a greater sense
of caution and restraint post
GFC.

We know shoppers are
looking for value, or at least
value among their preferred
brands, so communicating the
promotion and using the best
triggers is vital to maximise
its impact. Therefore, are
gondola ends and shelf labels
enough to drive awareness
of the promotion; or is it
worth considering additional
communication channels?

Given the importance of
promotions, it is vital to treat
them with the respect they
deserve, as their correct
use can drive a brand and
profitability. Conversely,
ill-considered promotions
can weaken a brand and
undermine a company’s
bottom line. Identifying and
understanding what purpose
your promotion is serving and
its impact on the brand and
the category is instrumental in
ensuring the optimum balance
is achieved. m
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. Chart 2.1: Pharmacy trade performance by Top
10 categories for MAT to 01/08/2010 - National

Val % growth

Val % share
of business VS previous year

Vitamins & supplements
Cosmetics

Analgesics

Cosmetic skin care
Coughs/cold/sinus & flu
Therapeutic skin care
Gastro-intestinal

Allergy & hayfever

Baby

Hair care

Source: Nielsen ScanTrack Pharmacy

. Chart 2.2: Fastest growing Pharmacy OTC
categories for MAT to 01/08/2010 - National

Based on categories with over 1% share of Total OTC Pharmacy

Topical anti-inflamm/rheumatic

Vitamins & supplements
Cosmetics

Hair care

Confectionery

Foot care

Toilet soap

Wound care

Baby

Gastro-intestinal

ScanTrack Pharmacy is based on the Your Pharmacy Matters industry research program, endorsed by Gold Cross Products and

Val % growth
Vs previous year
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ccording to the latest results

from Nielsen’s Global Online
Consumer Survey (Q3, September
2010), just more than half (52
per cent) of Aussie consumers
said to have purchased a product
in the past 12 months based on
exposure to its advertising. Of
these consumers, 38 per cent said
advertising had influenced them to
buy health and beauty products,
while 11 per cent said they had
purchased pharmaceuticals.

When asked what advertising
factors were the most influential
when making a purchase, 55 per
cent responded by saying the
announcement of a special sale or
promotion was the most influential,
followed by 45 per cent who said
that the ad was convincing and
made them want to buy the product
(see Chart 3.1).

Furthermore, the type of offer
was also important when making
purchasing decisions. Highlighting
the Aussie consumer’s strong
sensitivity to price discounting, a
massive 70 per cent of Australians
said they definitely or probably would
base their purchase decision on a
temporary price reduction; more than
half said they definitely or probably
would base their purchase decision
on Bonus Pack offers or Multi-Buy/
Buy-one-get-one-free offers; and
just less than half would base their
decision on store loyalty cards and/or
shop coupons (see Chart 3.2). m
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Reviewing the power of promotions

. Chart 3.1: Which of these advertising factors are the most influential
when making a purchase? Base: All Australian respondents

The ad announces a special sale or promotion _ 55%
The ad is convincing/made me want to buy the product _ 45%

I
.
2

| enjoy the situation/storyline in the ad - 12%
.
B
-

Source: Nielsen Global Online Consumer Survey (Q3 - Sept 2010)

. Chart 3.2: How likely are you to base your purchase decisions on the
foIIowing types of offers? Base: All Australian respondents

Bonus pack BEZ 48% 1%
Shop coupon available for item FAZ) 37% 4%

Price reduction on item with loyalty card FvAZ 38% 16% 6%

Temporary price reduction on item 15% 55% 1%

Multi-buy (BOGOF etc) SEEZ 44% 4%

. Definitely would . Probably would Might or might not . Probably would not . Definitely would not

Source: Nielsen Global Online Consumer Survey (Q3 - Sept 2010)
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Ad spend review — pharmaceuticals,
toiletries and cosmetics

Ty

A n impressive 18 per cent year
on year increase in advertising
spend in main media, saw toiletries
and cosmetics — Australia’s 12th
largest advertising category reach
$256 million in the 12 months to
September 2010. This major lift was
driven by double-digit increases
year on year across five of the seven
main sectors, led by top ranking
skin care (+19 per cent) with 34
per cent share of total spend.
Others to attract major support were
deodorants/body sprays (+28 per
cent), sanitary protection (+43 per
cent) and personal washes/bath
additives (+63 per cent).

Among the top 10 advertisers,
which represented more than 55 per
cent of all toiletries and cosmetics
ad spending, increases were noted
for seven, which were led by second
ranked L'Oréal Australia (+43 per
cent), with strong support for L'Oréal
Youth Code Anti-Wrinkle Cream ($2.1
million) and L'Oréal Dermo Expertise
UV Perfect Lotion ($1.9 million).
Kimberly Clark also boosted their
media activity substantially (+55 per
cent), including heavily promoting
Huggies Nappies ($4.0 million) and
Huggies Baby Wipes ($2.0 million).
Procter & Gamble increased their
media spending by an estimated 16
per cent annually, with major support
for Olay Regenerist Micro-Sculpting
Cream-Face ($2.1 million) and Olay
Professional Pro-X Skincare Range
($2.0 million). Against this growth
in advertising trend, the largest
cosmetics and toiletries advertiser,
Lever Rexona, recorded a minimal
one per cent decrease on the
previous year.

Although the range of male skin
care products are diversifying, overall
there appeared to be minimal male
products advertising activity in the
past 12 months, with the top two
advertised products being L'Oréal
Men Expert Hydra Energetic Lotion
($0.7 million) and Nivea For Men
Revitalising Double Action Balm &
Eye Roll On ($0.6 million). m

Managing Director
Media, Nielsen

“18 per cent
YOY increase in
advertising spend
In main media,
saw toiletries and
cosmetics reach
$256 million.”
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Top cosmetics & toiletries categories

by share of media spend ($M)
o gy ens | zssa | i
Skin Care
e |

12

Cosmetics/make-up

Fragrances

Deodorants - spray 21.6

Sanitary protection 18.6

Personal washes/shower & bath additives 15.8

Toiletries/cosmetics - range & corporate 10.6

Other sectors 31.0 17

Source: Nielsen - excludes D.Mail

Top 10 Toiletries & cosmetics Oct 2009
advertisers in main media ($M) - Sep 2010

29.7

% Diff YOY

Lever Rexona

’Oreal Australia 28.7

Kimberly-Clark 15.1
Procter & Gamble 13.6
Johnson & Johnson 13.4
Revlon Manufacturing
Coty Australia
Beiersdorf Australia

Estée Lauder

(o)

| 151 | 55
| w6 | 16
| 134 | 3
| o5 | 2
| o4 | 3
| ez | 8
el | 19
_so |13

Gillette (Australia)

w

Source: Nielsen - excludes D.Mail

. Share of media spend by toiletries & cosmetics

categories Oct ‘09 - Sep 2010

M Toiletries/Cosmetics-Range & Corporate 4%

Il Other Sectors 12%

M skin Care 34%

M Cosmetics/Make-up 19%
Fragrances 9%
Deodorants - Spray 9%

Sanitary Protection 7%

¢

B Personal Washes/Shower & Bath Additives 7%
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Pharmaceutical

category slips a

modest two per cent

he 15th largest advertising
category in Australian main
media recorded an estimated $217.5
million ad spend in the 12 months
to September 2010, representing
a modest reduction of two per cent
year on year.

There were mixed performances
noted among the Top 10 sectors,
however, although six recorded
declines year on year, offsetting
most of this was healthy advertising
growth across four of the top five, led
by dominant vitamins and minerals
(+2 per cent YOY) with 32 per cent
share of total activity across the
Pharmaceutical Category.

Representing more than half of all
ad spending, the top 10 advertisers
reflected the overall category’s
performance, with just five marketers
increasing their activity year on year.
The most significant growth was by
Health World (+44 per cent) with
major increases across their Ethical
Nutrients Inner Health Plus, Liquid
Fish Oil and IBS Support Tablets.

yourpharmacy
matters

Sanofi-Aventis also heavily increased
support (+27 per cent YOY), mainly
supporting their Natures Own

and Cenovis products. Novartis
maintained its aggressive advertising
support across their Voltaren
products, increasing 44 per cent
YOY mainly to support their Voltaren
Rapid Relief ($2.5 million), Emulgel
($1.9 million) and Rapid 25 Back/
Muscle Pain Tablets ($1.4 million).

Against that trend, we saw
substantial cutbacks for top ranked
GlaxoSmithKline (-15 per cent),
mainly driven by no support this
year for their Panadol Rapid Caplets
($6.0 million in previous 12 months),
although Panadol Optisorb and
Panadol extra Caplets were strongly
supported.

Also declining sharply was Wyeth
(-40 per cent), with reduced support
for Wyeth Advil Liquid Capsules
($1.1 million =73 per cent) and
no activity for Recharge B Group
Vitamins ($3.5 million in previous
12 months). m

Top pharmacy categories Oct 2009 | ,, n:
by share of media spend ($M) - Sep 2010 7% Diff YOV

Total Category spend 217,544 n
| 72347 | 2|

Vitamins & minerals
Respiratory system
Analgesia

Skin

Corporate
Alimentary system
Muscoloskeletal system
Allergy & immune systems
Anti-smoking

Other sectors

Source: Nielsen - excludes D.Mail

in main media ($M) - Sep 2010
T

% Diff YOY

GlaxoSmithKline Australia
Reckitt Benckiser P/L

Wyeth Australia P/L

11.6 18

Johnson & Johnson

Sanofi-Aventis Consumer Health Care
Health World Ltd 11.1
Novartis Australia
Swisse Health Products
Schering Plough P/L

Pfizer P/L

Source: Nielsen - excludes D.Mail

. Share of media spend
by pharmaceutical categories

M Anti-Smoking 4%

Allergy & Immune Systems 4%

B Muscoloskeletal System 5%
Alimentary System 5%
M Corporate 6%
Skin 7%
Analgesia 8%
M Respiratory System 13%
M vitamins & Minerals 33%

B Other Sectors 15%
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Gearing up for this year’s silly season

he festive season is the

pharmacy channel’s biggest
and busiest time of the year, with
a spike in sales activity in the last
month of the year. So what can
we expect to see in the pharmacy
trade for Christmas this year?

If 2009 is any indicator,
consumers will look to
pharmacy as an alternate retail
channel to find attractive value
propositions for products they
may traditionally purchase in
supermarkets or department
stores. During the four week
period ending 20/12/2009,
overall OTC pharmacy sales
increased by 7.1 per cent
compared to the same period
in the previous year; boosted
by strong performance for
toys, household products,
confectionery, dry grocery and
cosmetics — each of these
categories grew by more than 16
per cent compared to the same
time in 2008 (see Chart 5.1).

Consumer spending in
pharmacy in the last month of
the year is very much reflective
of festivities and gift-giving.

ScanTrack Pharmacy is based on the Your Pharmacy Matters industry research program, endorsed by Gold Cross Products and

Categories that see the biggest
jump in sales over Christmas
versus the previous four weeks
include: giftware, cosmetics,
confectionery, dry grocery and
shaving products — all recording
value sales growth above 39
per cent for four weeks ending
20/12/2009 compared to the
previous month (see Chart 5.2).

When preparing and planning
store and shelf layouts for
the festive season, pharmacy
retailers should ensure that high
visibility and greater shelf space
are factored in for categories that
performed well last Christmas
as well as those categories that
typically show a strong surge in
end-of-year sales.

To attract maximum shopper
attention, retailers could consider
introducing more value-for-money
gift pack lines particularly for
cosmetics, deodorants, shaving
creams and confectionery and
having additional shelf space
for these items, as well as more
allocation and visibility at the
front-of-shop and on display
units throughout the store. m

Chart 5.1: Christmas ‘movers and shakers’
Top 5 fastest growing categories for 4 w/e 20/12/2009

vs year ago — National

Based on categories with over 0.3% share of Total OTC Pharmacy

_ Val % growth vs previous year

Total OTC pharmacy 7.1
Toys 44.0
Household 36.6
Confectionery 26.8
Dry grocery 22.1
Cosmetics 16.2

Chart 5.2: Categories with strongest
Christmas sales peaks

Top 5 fastest growing categories for 4 w/e 20/12/2009

vs prior period — National

Based on categories with over 0.3% share of Total OTC Pharmacy

Val % growth vs previous period

Total OTC pharmacy 124
Giftware 78.2
Cosmetics 77.2
Confectionery 72.9
Dry grocery 39.8
Shaving products 39.8
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IS YOUR STORE RANGING THE TOP 5 SELLING
ITEMS IN EACH OTC CATEGORY?

WANT THE ANSWER?
JUST ASK NIELSEN.

Unlock the potential to maximise your store’s
sales performance!

By signing your store up to be a member of
Nielsen’s data exchange programme - Your
Pharmacy Matters — you will have access to
fast, easy and FREE market insights for the
OTC pharmacy trade at National and State
level.

With the pharmacy industry continually
changing at a rapid rate, reliable industry
information will give you the edge and
competitive advantage you need to succeed.

Your Pharmacy Matters’ simple online reporting
system gives you critical market and category
information across the pharmacy trade and
serves as an integral tool in successfully managing
your pharmacy front of shop business.

All this and more at no cost to your pharmacy!

AND DID YOU KNOW?

«  You can view market trends for the past
two years

« The Pharmacy Guild of Australia endorses
this service via Gold Cross with an AAA
rating

«  Ourdata can help you to benchmark your
business state-wide or nationally

«  You can have free access to online reporting
on OTC and front of shop pharmacy and
grocery data.

SIGN UP YOUR STORE TODAY!

yourpharmacy
matters

Car

For more information on how you

can benefit from being a part of
Nielsen’s Your Pharmacy Matters
service please call 1800 673 659

(toll free) or email us at
yourpharmacymatters@nielsen.com

Just ask

nielsen





