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Number of Industry Establishments
e Economic Outlook Scenarios

Optimistic -- - 566 553 540 -- -2.6% -2.4% -2.3%
Stable 598 581 563 549 568 -2.9% -3.0% -2.6% -2.9%
Pessimistic -- - 561 545 527 -- -3.4% -2.8% -3.4%

*Economic Outlook Scenarios only apply to projected years.

Industry Establishments (Stable Economy Scenario)
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Industry Sales
e Economic Outlook Scenarios

Optimistic -- -- 35398 35677 35204 -- 0.4% 0.8% -1.3%
Stable 34859 35251 35395 35658 35053 1.1% 0.4% 0.7% -1.7%
Pessimistic -- -- 35392 35638 34902 -- 0.4% 0.7% -2.1%

*Economic Outlook Scenarios only apply to projected years.

Industry Sales (Stable Economy Scenario)
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Number of Industry Employees
e Economic Outlook Scenarios

Optimistic - - 55953 54638 53378 -- -2.6% -2.4% -2.3%
Stable 59132 57419 55705 54284 52729 -2.9% -3.0% -2.6% -2.9%
Pessimistic -- -- 55457 53931 52079 -- -3.4% -2.8% -3.4%

*Economic Outlook Scenarios only apply to projected years.

Industry Employees (Stable Economy Scenario)
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Industry Definition and Related Industries

NAICS 312112: Soft Drink Manufacturing

This U.S. industry compirises establishments primarily engaged in
establishments primarily engaged in manufacturing soft drinks and
carbonated waters. Fruit and vegetable juices are classified in 2032-2038;
fruit syrups for flavoring are classified in 2087; and nonalcoholic cider is
classified in 2099. Bottling natural spring waters is classified in 5149.

Related Industries
Breweries & Beer-Making Industry
Wineries & Wine-Making Industry
Distillers & Alcohol-Making Industry
Grocery Stores Industry

U.S. Census Categories
NAICS 312111 - Soft-Drink Manufacturing is amost comparable to:
98% of SIC 2086 — Soft-Drink Manufacturing
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Internal Industry Strengths

* In response to growing market demand for environmentally conscious product, beverage makers released
nearly 800 new organic and natural beverages in 2007.

* Several companies around the world are working on breakthrough technology aimed at replacing stagnant
images and text on a beverage label with digital ones that can be made to flow across the product, presenting
information about ingredients, special promotions, or whatever the marketer desires.

* The Corn Refiners Association welcomed the ruling by the FDA allowing the use of the ferm "natural" for products
containing High Fructose Corn Syrup (HFCS).

Internal Industry Weaknesses

* The ICBA Guidelines on Marketing to Children set a standard whereby beverage companies voluntarily agree to
eliminate the advertising and marketing of a wide range of beverages, including carbonated soft drinks, to any
audience that is comprised predominantly of children under 12. This policy includes paid media outlets such as
TV, radio, print, Internet, phone messaging and cinema, including product placement.

* With the growing popularity of energy drinks has come increased media attention as well as ongoing palitical
scrutiny, with many suggesting that energy drink consumption leads to adverse health effects.

* Heavy discounting and expected higher costs will cut into profits at soda boftlers for the next year or more.

External Industry Opportunities
* The U.S. refreshment beverage market enlarged by 1.3% in 2007, according to Beverage Marketing

Corporation. New beverage categories are principally responsible the growth. Energy drinks, bottled water, ready-
fo-drink teas and enhanced or functional beverages have seen significant growth rates, while the more
established and familiar soft drinks have remained stagnant. Conventional carbonated soft drinks remain the
strong leader on a volume basis.

* Maijor soft drink manufacturers see shrinking domestic sales, while international sales steadily increase.
* The nation's two biggest soft drink sellers have changed their drink portfolios to offer more non-cola drinks as

consumers grow more concerned about sugar and calories in soft drinks, with success building with non-
carbonated drinks such as iced tea and bottled water.

External Industry Threats

 Shares of beverage companies remain tightly tied to the general market, dropping as investors worried about
the financial sector in the wake of Lehman Bros. and other news.

* The bofttled water segment finds itself under increased scrutiny by those who compare it to tap water, not other
packaged beverages, providing an unfair comparison. Municipalities around the country consider imposing per
bottle taxes, while others deny bottlers access to acquifers.

* Beverage companies that use high-fructose corn syrup may pay more for it. Midwestern floods washed away
some of this yearis corn crop and it is expected that farmers will likely harvest nine percent less corn this year than
last year,
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INDUSTRY FACTORS

Financial

* Shares of beverage companies remain tightly tied to the general market, dropping as investors worried about
the financial sector in the wake of Lehman Bros. and other news.

» Carbonated soft drinks volumes declined at a lower rate over the four weeks ending on August 10 than they had

over the previous three months, while energy drink volumes in supermarkets have stabilized in the mid-to-high
single digits.

* Heavy discounting and expected higher costs will cut into profits at soda boftlers for the next year or more.
* A small beverage company has filed a trademark suit against Coca-Cola and asked a judge to order the
beverage giant to remove Vault from the market.

Human Resources

* The weak U.S. economy has prompted the Coca-Cola Co. to institute a domestic hiring freeze for the
remainder of the year.

* Executives of Pepsi Bottling Group rarely leave the company, with the top nine execs having an average tenure
of more than 18 years.

Inputs/Suppliers
* Beverage companies that use high-fructose corn syrup may pay more for it. Midwestern floods washed away

some of this yearis corn crop and it is expected that farmers will likely harvest nine percent less corn this year than

last year,
* The U.S. refreshment beverage market enlarged by 1.3% in 2007, according to Beverage Marketing

Corporation. New beverage categories are principally responsible the growth. Energy drinks, bottled water, ready-
fo-drink teas and enhanced or functional beverages have seen significant growth rates, while the more
established and familiar soft drinks have remained stagnant. Conventional carbonated soft drinks remain the

strong leader on a volume basis.

* Coft announced that Wal-Mart would reduce shelf space and product support for its Cott-produced private
label soft drinks, including Sam’s Choice.

* Monster Lo-Carb will now be available on Southwest Airlines long-haul flights. The airline will offer 8.3-ounce cans
of the 10-calorie energy drink for $3.

Consumers/Demand

 Sales volumes of soft drinks grew slower in July than the preceding months despite sellers' offering steep
discounts. Sales growth increased between only 1 fo 2 percent over last July.

* The nation's two biggest soft drink sellers have changed their drink portfolios to offer more non-cola drinks as
consumers grow more concerned about sugar and calories in soft drinks, with success building with non-
carbonated drinks such as iced tea and bottled water.

* The enhanced water market may not expand as much as had been previously predicted.

* The bofttled water segment finds itself under increased scrutiny by those who compare it fo tap water, not other

packaged beverages, providing an unfair comparison. Municipalities around the country consider imposing per

bottle taxes, while others deny bottlers access to acquifers.
* The School Beverage Guidelines Progress Report 2007-2008 showed that beverage calories shipped to schools

have decreased by 58 percent since 2004. Seventy-nine percent of schools under contract with botilers are
already in compliance with the rules, surpassing the original benchmark of 75 percent by the 2008-2009 school
year,
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Government Regulation
* Two years ago the beverage industry made a commitment to change the beverage mix in schools, and the

second annual progress report shows that 79 percent of schools under contract with bottlers are already in

compliance with the national School Beverage Guidelines.
* U.S. Environmental Protection Agency (EPA) denied Texas Governor Rick Perry's request for a waiver of the

Renewable Fuels Standard (RFS). The American Beverage Association expressed disappointment with EPA's
decision, stating that it will confinue 1o mandate the diversion of corn from food sources to fuel, af the cost of
rising food and beverage prices for American families.

* The Corn Refiners Association welcomed the ruling by the FDA allowing the use of the term "natural" for products
containing High Fructose Corn Syrup (HFCS).

* The U.S. Conference of Mayors passed a resolution encouraging cities across the country to phase out city
spending on botfled water.

* With the growing popularity of energy drinks has come increased media attention as well as ongoing palitical
scrutiny, with many suggesting that energy drink consumption leads to adverse health effects.

* Bottled water in the U.S. could include more on-package documentation if a bill proposed by U.S. Senator Frank
Lautenberg (D-NJ) becomes law.

* Two Democratic representatives have asked the federal GAO to investigate what effect the bottled water
industry has on consumer health and the environment.

Technology

* Coca-Cola announced that the company is festing new fountain machines that can dispense 100 different
beverages in about the same space as the traditional eight-nozzle design.

* Pepsi has introduced the lightest 500ml flavored non-carbonated beverage bottle yet reducing the plastic in
this bottle by 20%, eliminating approximately 20 million pounds of waste from the environment.

* Several companies around the world are working on breakthrough technology aimed at replacing stagnant
images and text on a beverage label with digital ones that can be made to flow across the product, presenting
information about ingredients, special promotions, or whatever the marketer desires.

* Purac Fit balances the sweetness and sourness in a beverage with its lingering, mild sour taste that
complements high-intensity sweeteners. The lingering sweet taste; bitter, metallic or licorice-like cooling aftertaste;
and off-notes that are common with high-intensity sweeteners can be masked by Purac Fit, made by Purac
America. In addition to its masking capabilities, Purac Fit regulates pH and acts as an acidifier in beverages.

* PepsiCo. has developed a zero-calorie stevia-based sweetener in conjunction with Whole Earth Sweetener Co.,
Chicago. The sweetener called PureVia will make its debut in Peru in that country’s new SoBe Life brand, and wiill
launch in tabletop version in the United States in the fall.

Global Situation

* Chind's government launched a high-level commission to oversee enforcement of ifs new antitrust legislation,
which is already facing a test from Coca-Cola Co.'s pursuit of what would be the largest-ever foreign takeover of
a Chinese company.

* Maijor soft drink manufacturers see shrinking domestic sales, while international sales steadily increase.

* The Confederation of the Food and Drink Industries of the European Union is advocating for changes to the EU’s

Novel Foods Regulation commission, observing that the current system restricts innovation. The timing coincides
with the U.S. Food and Drug Administration's hearings on the potential overhaul of its system of the evaluation
functional foods.
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MAJOR INDUSTRY NEWS

Mergers & Acquisitions

* China will review Coca-Cold's offer buy China Huiyuan Juice Group, a Hong Kong-listed company, in a $2.4
billion deal that would expand Coke's reach in the world's most populated nation.

* Clearly Canadian Brands has signed an agreement with Cott Corporation to bottle Clearly Canadian Beverages
in 20 oz and 1 liter boftiles.

* Dr Pepper Snapple Group, Inc., has reached an agreement to acquire a minority interest in Big Red, Inc.,
manufacturer of its namesake red carbonated soft drink as well as Big Peach, Big Pineapple, Big Punch and other
flavored soft drink bbrands.

* Coca-Cola purchased 40 percent of Honest Teq, best known for its leadership in the organic ready-to-drink tea
category.

* Coft Corporation and GE Commercial Finance announced a lease financing agreement for blow molding and
water bottling equipment manufactured by Sidel Group.

¢ The North American Coffee Partnership between Starbucks, Seattle, and PepsiCo, Purchase, N.Y., infroduced
Starbucks DoubleShot with Energy.

* PepsiCo announced the acquisition of a 75.563% stake in Russia 's leading juice company, JSC Lebedyansky.
Lebedyansky is the world's sixth-largest juice manufacturer and the largest in Russia.

Earnings & Profits
¢ Hansen Natural Corporation reported record sales and profits for the second quarter and six-months ended

June 30, 2008, with gross sales increasing 15.5 percent fo $324.1 million, up from $280.6 million a year earlier.
Gross profit as a percentage of net sales was 51.8 percent compared with 52.4 percent in the comparable 2007
quarter and increased from 49.4 percent in the first quarter of 2008.

» Cocao-Cola reports 2nd Quarter 2008 results - Second quarter EPS of $0.61; an increase of 19 percent; revenue
growth of 17 percent; operating income up 18 percent.

* Dr Pepper Snapple Group Reports Second Quarter 2008 EPS of $0.42; Sales volume was down 3%.
» Coft Corporation announced a lower full-year 2008 adjusted operating profit farget of between 28% below and

5% above its 2007 adjusted operating profit, which was $36.3 million. The company also withdrew the previously
communicated adjusted operating profit target for 2009.

In North America, volume is declining at a higher rate than previously expected.
* National Beverage Corp. reported financial results for its fourth quarter and fiscal year ended May 3, 2008. For

the fourth quarter: revenues increased 9% to $147.5 million; operating income increased 6% to $8.8 million; net
income was $ 5.6 million, or $.12 per share. For the fiscal year: revenues increased 5% to $566 million; net
income was $22.5 million, or $.49 per share.

* The Pepsi Bottling Group, Inc. reported second quarter 2008 revenue of $3.5 billion, a five percent increase
over prior year, and reported diluted earnings per share (EPS) of $0.78, up 12 percent over the prior year.
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FORECASTS
* Private label products are experiencing rapid growth driven by rising commodity and food prices, as shoppers
shift to store brands in order to save money.

* Sales of "functional drinks' grew 11 percent last year, and are expected to grow from $13 billion to $19 billion by
2012, with functional foods growing faster than vitamins and dietary supplements. On a global scale, the $97
billion fortified food and beverage market weighed in at $97 billion, twice the size of the vitamin and dietary
supplement market, and expected to grow by more than a third by 2011.

Additionally, nutraceuticals have hit the point where the average American is spending approximately $90 per
year on these products, according to research from the San Francisco-based Center for Culinary Development.

While that might be true, there’s global recognition that these products don't take the place of dietary needs -
which means that consumers are likely turning to these products for specific needs, instead.

© 2009 Trendology: U.S. Manufacturing Industries 9
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5-Year Trend

* Estimated Number of Establishments (Stable Economy Scenario)

2006 100 34 68 91 139 56 13 100
2007 97 33 66 88 135 54 13 97
2008 94 32 64 86 131 53 12 94
2009 92 31 62 84 128 51 12 92
2010 89 30 61 81 124 50 12 89
2009 Establishments by Size of Establishments

m1-9 Emps.

m10-19 Emps.

m 20-49 Emps.

m 50-99 Emps.

m 100-249 Emps.
m 250-499 Emps.

= 500+ Emps.

= Unknown Emps.
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5-Year Trend
e Estimated Industry Sales ($Millions) (Stable Economy Scenario)

2006 104 156 830 2448 10091 14734 5476 1020 34859

842 2486 10247 14960 5560 1036 35395

834 2462 10148 14816 5506 1026 35053

2009 Sales by Size of Establishment
2.9% —Q3%04% ___2.4%

| 1-9 Emps.
m10-19 Emps.

m 20-49 Emps.

| 50-99 Emps.

m 100-249 Emps.
m 250-499 Emps.
= 500+ Emps.

= Unknown Emps.
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5-Year Trend
» Estimated Number of Employees (Stable Economy Scenario)

2006 393 476 2176 5551 18487 17080 8569 6400 59132

448 2050 5229 17416 16090 8072 6029 55705

424 1940 4950 16485 15230 7641 5707 52729

2009 Employees by Size of Establishment
0.7% 0.8% 3.7%

m1-9 Emps.
H10-19 Emps.

m 20-49 Emps.

m 50-99 Emps.

H 100-249 Emps.
m 250-499 Emps.
= 500+ Emps.

= Unknown Emps.
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Sales ($Millions) Stock

Company City State 2006 2007  Employees Symbol

Pepsico, Inc. 35,137 39,474 185,000 PEP
Purchase NY

Coca Cola Company 24,088 28,857 90,500 KO
Aflanta GA

Pepsi Bottling Group 12,730 13,591 69,100 -
Somers NY

Dr Pepper Snapple Group Inc - 5,800 20,000 DPS
El Plano TX

Cott Corp 1,772 1,776 2,996 COT
Mississauga, ON CANADA

Hansen Naturals 606 904 713 HANS
Corona CA

National Beverage Corp 517 539 1,300 FlzZ
Ft. Lauderdale FL

Polar - 151 1,000 pvt
Worcester MA

Jones Soda 40 40 82 JSDA
Seattle WA

Leading Edge Brands >9.5% 36 - pvi
Temple ™
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