Retail & Wholesale in the
agri-food value chain
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Value Added in the EU Food Chain
Value Added in Billion € per Year
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Employment in the EU Food Chain
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EU Companies Active in the EU Food Chain
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https://ec.europa.eu/eurostat/documents/15216629/18054337/KS-FK-23-001-EN-N.pdf/048e130f-79fa-e870-6c46-d80c9408620b?version=7.0&t=1707290893751

Food retail, wholesale and service are very SME-driven
% in EU 2020
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https://ec.europa.eu/eurostat/documents/15216629/18054337/KS-FK-23-001-EN-N.pdf/048e130f-79fa-e870-6c46-d80c9408620b?version=7.0&t=1707290893751

Fresh produce is sold to a diversity of channels

For example, French milk production
goes to...
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https://www.fcd.fr/media/filer_public/56/9b/569b6002-cd28-493e-82b4-be16e6ea8b78/fcd-relationsalimentaire-print_notrim-v0318a.pdf

Most fresh produce does not end up in supermarkets

The Netherlands

B Supermarkets — Other
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Only 14% of EU Milk Production Ends up as Drinking Milk

Raw milk
0.3  imported
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Source: Key Figures on the European Food Chain (2023 Edition)
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exported
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Products obtained:
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r Fresh products:

Manufactured
products:

Production and use of milk
(million tonnes, EU, 2022)

Most of the raw milk
production in the EU is
delivered to dairies.

Only 9.8 million tonnes were
used on farms, being
consumed by the farmer’s
family, sold directly to
consumers, used as feed, or
processed directly.

Of the 149.9 million tonnes of
milk delivered to dairies,
145.6 million tonnes were
cows’ milk, the rest being
milk from other livestock:
ewes (sheep), goats and

buffaloes. o
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https://ec.europa.eu/eurostat/documents/15216629/18054337/KS-FK-23-001-EN-N.pdf/048e130f-79fa-e870-6c46-d80c9408620b?version=7.0&t=1707290893751

Trade is an important part in the EU agri-food chain

« The EU primarily imports raw, unprocessed agricultural
1160 and fishery products.
« The EU’'s main exports are processed Food & Beverage
(F&B) products.
« Certain crops and crop products, such as specific fruit

¥
and nut varieties or coffee beans, can only be grown in
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€ billion, EU 2022

125.6

climates outside the EU.

174.4 « In 2022, the EU imported crops and crop products from
non-member countries valued at €78.1 billion. This
was more than double its exports (€30.8 billion more).

- The EU recorded a trade deficit for vegetable or animal
oils and fats, amounting to €9.0 billion.

- Conversely, the EU exported processed F&B products to
non-member countries, valued at €116.0 billion. This was
more than double the value of its imports of these
products (€56.7 billion).

A 311 .
20 « The EU also recorded a trade surplus for animals and
0 animal products, amounting to €10.7 billion.
Crops and Animals and Vegetable Food and o
crop animal or anima| beverage Source: Key Figures on the European Food Chain (2023 Edition) EuroCommerce

78.1

products products oils and fats products ¥ Rl & Wholesal


https://ec.europa.eu/eurostat/documents/15216629/18054337/KS-FK-23-001-EN-N.pdf/048e130f-79fa-e870-6c46-d80c9408620b?version=7.0&t=1707290893751

Retailers respond to consumer demand for local products...

Example: Beef Products in France

Import 11% Import 55%

Out-of-home consumption

Origin FR 45%

Origin FR 89%
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https://www.fcd.fr/media/filer_public/56/9b/569b6002-cd28-493e-82b4-be16e6ea8b78/fcd-relationsalimentaire-print_notrim-v0318a.pdf

Food value chains are complex supply webs
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https://edepot.wur.nl/574071

All stages in the chain add value; retail margins are very small

Example: Price transmission in the Retail
25%

Dutch milk value chain

Profit margin
2,0%

Variable

costs

Intermediaries 15,0%
34%

Composed of

Farmer
41%

transport, labour,
damaged product,...

Fixed costs
8,0%

storage, refrigeration,
depreciation, ...
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Gross margins are a poor indicator of profitability
At the retail level, the sale price is mostly the cost of purchasing the goods

29.8% gross margin only leaves a 1.6% net margin

Operational costs
28,2

Cost of purchasing goods
70,2

Net margins
1,6
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https://observatoire-prixmarges.franceagrimer.fr/sites/default/files/pictures/rapport_ofpm_2023_avec_couv_0.pdf

Retail hit hard by inflation crisis
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Inflation Crisis

Food Hit Harder than Non-Food
Inflation Adjusted Turnover in Food Retail
stagnated during Q1 2024,

around 5% below the 2021 average
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Retail hit hard by the inflation crisis
<D

Operating margin =
EBIT margin,
in % of turnover

2020 2021 2022 2023
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https://www.mckinsey.com/industries/retail/our-insights/state-of-grocery-europe

Consumption is polarising towards low-cost and premium

Attitude' towards grocery shopping, EU-112 net intent® of consumers, 2024 vs. 2023, % [l 2023 2024

Q0 Price Sonsh, Quality Health
O Intention to look for more ways i} Intention to buy high-quality Intention to pay a higher
to save money remains high | premium food products price to get a healthier Data Source:
but decreases increases product Consumer Survey 2024,

N=12 598,

UK, DE, FR, IT, ES, NL,
CH, PL, SE, BE, DK,

Sample matches general
population 18+ years

8%

Low income  High Income Low income  High Income Low income High Income

Before the inflation crisis the difference between low and high income in “Price” was 20 pp, now just 3 pp!

1. Q: Think about 2024. Are you planning to do more, less or about the same of the following? | plan to...
2. 2023 and 2024 both cover EU-11 (UK, DE, FR, IT, ES, NL, CH, PL, SE, BE, DK)
3. Net intent represents the share of consumers who want to do more of the activity minus the share of consumers who want to do less of the octi\ﬂw in

2024 vs. 2023 E C
16 Source: State of Grocery Retail 2024 uro _2%92%&3



https://www.mckinsey.com/industries/retail/our-insights/state-of-grocery-europe

Appetite for organic, dairy & meat alternatives is growing

Attitude' towards grocery shopping, EU-112 net intent3 of consumers, 2024 vs. 2023, % 2023 [ 2024

@ Organic @ Dairy-alternative Meat-alternative Not only ethics-driven, but also

— 5 p.p. : | * Perceived health benefits
_1 * Increasing quality, diversity &
2 | convenience of these
+4 p.p. _1 I alternatives
|7 0 | |_ p-p- -1 Increasing food intolerances

i * Increasing food allergies

-4

1. Q: Think about 2024. Are you planning to do more, less or about the same of the following? | plan to...
2. 2023 and 2024 both cover EU-11 (UK, DE, FR, IT, ES, NL, CH, PL, SE, BE, DK)
3. Netintent represents the share of consumers who want to do more of the activity minus the share of consumers who want to do less of the activity in 2024 vs. 2023
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https://www.mckinsey.com/industries/retail/our-insights/state-of-grocery-europe
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