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Soft drinks category sees 2.4% growth in value to £8.5 billion
 despite worst summer on record in 2007
New trends emerging within health & wellbeing

The soft drinks category grew 2.4% in value in 2007 despite challenging market conditions, the 2008 Britvic Soft Drinks Report revealed today. 
Total soft drinks volume dropped by two per cent, making the increase in value a significant achievement in light of the impact of the poor summer, which was exacerbated by the introduction of the smoking ban in England in pubs and bars.
The report, based on data from Nielsen, showed that across all channels cola, pure juice and juice drinks remained market leaders in both value and volume. The strongest growth was seen in the glucose and stimulant drinks, smoothies and sports drink sub-categories, highlighting the continued importance of better-for-you choices, coupled with consumers’ increasing desire for functional benefits (such as enhanced vitamins, minerals, electrolytes or energy).

“2007 was a challenging year for the industry. However, soft drinks manufacturers are adept at anticipating and adapting to change and we gave ample proof of that in 2007, maintaining growth in sales value despite the difficult market conditions,” said Andrew Richards, customer management director, Britvic.

The report identified four major trends shaping the food and drink industry: health and wellbeing, indulgence, ethical values and convenience. New product innovation that address consumers on more than one of these levels performed particularly well in 2007 – 70% of the top ten soft drink innovations in 2007 tapped into more than one of the four key trends with 18 of the top 20 offering a perceived health benefit.
“The health and wellbeing trend is still a key market driver, however consumers appear to be taking a more balanced and holistic view of health. It is no longer just about diet or avoiding sugar, consumers are increasingly looking for more natural products as well as those which offer functional benefits,” said Andrew Richards.

Within the 83% of the GB population who say they want to live a healthier lifestyle, 41% claim to be concerned about diet (ie low sugar/fat/salt) while 33% now claim to be concerned about naturalness and 26% claim to be interested in functional benefits. The trend towards naturalness has grown significantly with 69% of consumers claiming they prefer natural foods in 2007 versus 50% in 2000.

The report also looked at international markets similar to the UK which showed health and wellbeing to be driving the market on a global scale. In particular, increased consumer demand for functional benefits boosted the growth of sports and energy drinks in the US, Australia, France, Germany and Ireland. In the US this translated to the bottled water market where ‘enhanced water’ (with added vitamins or electrolytes to aid hydration) doubled in size.

In terms of future trends in soft drinks, research that tracks buzz on the internet revealed growing interest in two key topics: new functional ingredients such as antioxidants, selenium and calcium; and sustainability. Forty-six per cent of consumers now say that they’re willing to pay more for products that are ethically produced or kinder to the environment.

“What’s clear from 2007 is the soft drinks industry is resilient even in tough market conditions. But the increasingly complexity of consumer preferences is a very real challenge and the need for continued insight into the consumer and appropriate innovation looks set to be even greater in 2008 and beyond,” said Andrew Richards.

Take-home
Soft drinks remains a top grocery category with
with sales up 2.8% to £6.07bn
In the take-home channel, soft drinks grew 2.8% in value to £6.07 billion in 2007, continuing to remain a top grocery category in value and volume.
The strongest performers within take-home were soft drinks that offered consumers a ‘functional’ benefit (such as enhanced vitamins, minerals, electrolytes or energy) and which command a price premium. These include glucose and stimulant drinks (+25%), smoothies (+ 35%) and sports drinks (+16%).

“In 2007 premium and healthier options as well as drinks offering functional benefits delivered substantial value growth and offset the 2% drop in volume. The ongoing consumer trend towards better-for-you drinks saw a strong performance from smoothies, sports drinks and pure juice, with pure juice now sitting just behind cola, the largest sub-category, in value,” said Andrew Richards, customer management director, Britvic.

“Still drinks benefited from the better-for-you choices made by consumers in the five years to 2006, but in 2007 carbonates began to redress the balance with growth in both value and volume market share. This was driven primarily by the growth in glucose and stimulant drinks and new cola pack formats.”
Sales for immediate consumption were a growth driver with 7% value growth at co-ops and symbols, 6% growth at convenience stores and 4% growth at independents. Out-of-town stores - the biggest sellers of soft drinks - delivered a more modest 2% growth.
“By dividing the market into grocery multiples versus smaller impulse outlets, impulse stores grew sales twice as fast as the multiples. This emphasises the importance of well-ranged front of store and convenient, ‘on-the-go’ pack formats,” said Andrew Richards.
Coca-Cola, Lucozade and Robinsons retained their places as the top three brands by value, with Innocent and Red Bull experiencing the strongest growth. CCE and Britvic remained at the top of the suppliers’ table but third-placed GSK enjoyed the strongest growth out of the market leaders with a 6% rise in sales, buoyed by the boom in drinks with functional benefits. 
The drinks that lost the most ground were the most weather-dependent – bottled water, fruit carbonates and squash.
2007 take-home sub-category performance summary:

· Cola remained the number one sub-category with growth of 2% to reach £1.25bn in value. The year’s success stories were the regular colas as consumers took a more balanced approach to their cola drinking repertoire. 

· Pure juice continued to snap at the heels of the category leader with 5% growth to take 17% of the take-home market versus cola’s 21%. 

· After 7% growth in 2006, juice drinks slowed last year but still mustered growth of 1% to £671m.

· As consumers looked to drinks with functional benefits, glucose and stimulant drinks were the big success story. New buyers flooded into the sub-category and 31% of the British population now buy glucose and stimulant drinks at least once a year. Sales value grew 25% to £481m, making this the fourth biggest sub-category with an 8% market share.

· With so much water around in the summer months, consumers has less need for the bottled product resulting in a 3% drop in sales of plain bottled water to £463 million, however the category remains a key player in the market.
· The decline in fruit-carbonates continued to slow with sales down a slight 2% to £438m. Lemon and lime variants, however, performed well.

· The water-logged summer impacted on squash sales too with sales value down 7% to £435m. Consumer preference for no-added-sugar ranges meant regular squashes were harder hit. 
· After years of growth, dairy drinks appear to have peaked with sales down 3% to £379m and last year’s success story, probiotics, falling 9% in both volume and value.

· Smoothies were again the fastest growing sub-category with 31% rise in value but failed to duplicate their 2006 success of doubling growth.
· Sports drinks continued to grow well, up 16% to £154m, riding on the crest of the health and wellbeing wave, of which exercise is an integral aspect.

· After double-digit growth in 2006, sales of water plus (water with flavours or functional benefits) declined 11% to £154m, mostly driven by flavoured water. However functional water (which offers added benefits such as vitamins or energy) performed well, benefiting from the increasing consumer preference for added benefits with growth of 94%, albeit on a small base of £2m in value.
· Non-fruit carbonates grew 3% in value to £146m; lemonade declined 2% to £135m, mixers grew 3% to £108m; and cold hot drinks (mainly iced tea and coffee) declined 23%.
On-premise
Soft drinks continues to outperform beer and spirits
in a year of two-halves in on-premise

On-premise soft drink sales grew 1.3% to £2.4 billion and continued to outperform both the two largest drinks categories – beers and spirits - despite the challenges presented by the poor summer and the onset of the smoking ban in England.
The on-premise soft drinks market made a strong start to 2007, with the first six months of the year showing strong year-on-year growth. But the worst summer on record coupled with the implementation of the smoking ban meant only cola managed to grow sales in the latter part of the year, driven by a strong performance from Pepsi through its Diet Pepsi and Pepsi Max brands.
Andrew Richards, customer management director, Britvic said: “Soft drinks showed a resilient performance in the licensed trade in 2007, again growing faster than beer and spirits and vying with spirits for second place in the overall on-premise market. 
“The initial effect of the smoking ban was difficult to gauge given that it coincided with the adverse impact of the poor summer. However in the long term it may well have a positive effect. With the smoking ban now in place and more licensed premises offering food service as a result, we expect to see sales of soft drinks continue to grow as they are a popular meal accompaniment. Additionally soft drinks are set to benefit as pubs become more family-friendly with the smoke-free environment.”
Analysis of channel performance showed that managed and leased/tenanted pubs grew soft drinks sales 3% and 4% respectively. This suggests that pubs with the resources to invest in post-ban strategies such as increased food offerings and outside heating/shelters were better able to maintain growth.
“Cola again led the market while juice drinks and bottled water experienced the strongest gains, reflecting the trend towards better-for-you drinks. Bottled water in the on-premise out-performed take-home market by 5%, suggesting that that, weather aside, this sub-category looks likely to continue to be an important and growing sub-category,” said Andrew Richards.
In the HORECA (hotels, restaurants and catering) channel soft drinks performed exceptionally well with wholesaler invoices increasing by 12% to £236m, demonstrating the growing importance of soft drinks consumption with food. Workplace catering, fast food and hotels saw the biggest growth, driven by excellent fruit juice sales – increasing 22% to £65m. Energy drinks, bottled still and sparkling water and cola also showed considerable growth in this market.

Coca-Cola, Pepsi and R Whites remained the top three brands in the market. Leading suppliers Britvic and CCE pulled further ahead in the market with market-leader Britvic growing sales by 2% to £1.08bn and CCE by 3% to £846m.
On premise sub-category performance summary:

· Cola retained its position as the most important sub-category within on-premise, accounting for 42% of soft drinks sales in licensed premises. In 2007 it grew slightly ahead of the market with sales up 4% to £1bn.
· Lemonade took a 19% value share of the market with sales up 1% to £451m. 
· Juice drinks continued to make headway in the market, growing 2% to £246m in 2007. They now account for 10% of all soft drinks sold on-premise. Still juice sales increased sales value by 4% while carbonates lost 9%. 
· Top squash brands increased their market share slightly, driving sales up 1% to £171m. 
· Mixer sales stayed flat at £164m.
· After 3% growth in 2006, sales of fruit juice slipped slightly in 2007 to £140m. 
· Sales of energy drinks continued to decline in on-premise, dropping 4% to £118m. 
· Bottled water put in a strong performance in on-premise with sales up a further 2% to £76m, in contrast to take-home where the poor summer knocked sales. 

· Flavoured carbonates fell 13% to 53m. 
· Ends -
Data sources: 
Take-home from Nielsen Scantrack Impulse to MAT 29 Dec 07

On-premise from Nielsen On-Premise Audit to MAT Nov 07

Consumer survey from Nielsen Homescan Panel to MAT 29 Dec 07

Internet “buzz” from Nielsen Buzzmetrics which tracks over 70m online forums blogs and messaging sites
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Notes to editors

Britvic is one of the two leading branded soft drinks businesses in the UK and the Republic of Ireland. The Company is the largest supplier of still soft drinks and the number two supplier of carbonates.

Britvic’s broad portfolio of leading brands includes established names with high brand recognition such as Robinsons, Tango, J20 and Fruit Shoot.  Included within the portfolio are the Pepsi and 7UP brands, which Britvic produces, markets, sells and distributes under its exclusive appointment from PepsiCo which runs until December 2023 in Great Britain and 2019 in Ireland. This brand and product portfolio enables Britvic to target and satisfy a wide range of consumer demands in all major soft drinks categories, via all available routes to market. 

