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The Business Case for Protein Diversification

The global meat and dairy industry is currently going through an unprecedented level of competition and

disruption, driven by a shift toward plant-based eating. Food businesses around the world have been investing
in protein diversification to meet the demand of diners who are seeking meat alternatives for many reasons,
including better health, animal welfare, and sustainability. This growth in demand for plant-based proteins has
benefitted businesses with an increase in foot traffic, sales, new customer acquisition, and returning lapsed
customers — all while lowering ingredient costs and providing valuable differentiation among stiff competition.

Plant-based foods are experiencing a surge in popularity as consumers seek healthier, more humane, and
sustainable options. Dollar sales of plant-based foods increased by 11% over the past year and 29% since
2018. According to a report by the Good Food Institute, SPINSscan Natural and Specialty Gourmet found
that the plant-based meat category is currently worth more than $939 million.!

Restaurant chains such as Burger King®, Dunkin’®, Starbucks®, Pizza Hut®, and Just Salad® have added plant-
based protein options, such as Impossible Foods and Beyond Meat burgers, sausages, and breakfast patties,
to their menus with incredible financial success.

The Business Case for Protein Diversification
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According to the 2020 Plant-Based Meat Market Growth trends report by Grand View Research, the global
plant-based meat market size is expected to grow at a compounded annual growth rate (CAGR) of 19.4%
from 2020 to 2027. Products that are driving this growth are plant-based burgers, sausages, and chicken.
Plant-based burgers accounted for more than 29.0% of the global revenue share of all plant-based meats in
2019, while plant-based chicken accounted for more than 34.0%. However, it is the plant-based sausages

segment that is estimated to register the fastest CAGR from 2020 to 2027 due to the rising demand for these

products specifically.?

US plant-based meat market estimates and forecasts,
by product, 2016-2027 (USD Million)
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Growth in the plant-based sector has primarily been driven by the mainstream emergence of the “flexitarian”
consumer — people who still consume meat and dairy but seek to reduce the levels they consume — as well as
growing numbers of vegetarians and vegans, as consumers respond to a combination of ethical, environmental
and health concerns. Increasingly, animal welfare and greenhouse gas (GHG) emissions created by the
practices of the intensive animal farming industry, together with celebrity endorsements of vegan and
vegetarian diets, are projected to further boost the demand for plant-based meat products.
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COVID-19 Crisis
Americans Devour Fake Meat, Pass on Sweets

Meat and beans also showing robust growth since lockdown began.
Plant-based meat ] 264%
Dried Beans ] 140
Canned meat I 104
Kidney beans I 102
Chickpeas 9
Donuts [ | -45
Vegetable platters [ ] -41
Cupcakes [ ] -33
Bread rolls [ ] -31
Dessert platters -28
Sushi -20
Source: Nielsen  Note: Data for nine weeks through May 20, 2020

The past year has been anything but normal, and while 2020 presented many challenges to the food industry,
the global pandemic and national civil unrest didn’t slow demand for plant-based foods. A survey of 2,000
Americans commissioned by Eat Just Inc. and conducted by OnePoll at the end of 2020 found that 57% of
respondents are eating fewer animal products since March 2020, when COVID-19 restrictions began in the
United States.® Leading market research firm Nielsen reported last year that at the beginning of the health
crisis, sales of plant-based meats rose by 35%.* Similarly, a 2020 poll of over 1,300 Americans asked about
their food habits during the pandemic and found that almost a quarter of respondents are now eating more
plant-based foods than before.

To meet growing consumer demand during the pandemic, the food industry continued to innovate and
expanded menu offerings to include more humane and sustainable proteins in 2020. Some of the largest
restaurant chains invested in protein diversification and rolled out new plant-based offerings last year,
including Starbucks and Pizza Hut.

Pass The Vegetables 222.0 retail bs.

Coronavirus to reduce
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University of Missouri’s Baseline Update for US Agriculture Markets
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The benefits of offering meat alternatives

Increased foot traffic

Many restaurants are reporting that diversifying protein options attracts new customers. During its testing
phase, Burger King locations selling the Impossible Whopper saw foot traffic soar by 18.5%, while foot traffic
at its other US locations declined by 1.75%.¢ Similarly, Umami Burger’s Impossible Burger is a consistent top
driver of new sales chain-wide and accounts for one-third of all burger sales.”

“Since introducing Impossible to our menu last year, it’s been in the top
3 burgers sold in nearly all locations, increased overall sales by 27%
during first 6 weeks of launch (began in 9 locations in LA, now at 20)

and representing 20% of overall sales.”

Daniel del Olmo, CEO

UMAMI BURGER

Greater appeal to millennials and gen Z

Millennials and generation Z are driving the global shift toward plant-based foods. Combined, millennials
and generation Z account for more than 50% of the US population. Millennials spend an average of

$1,672 on dining out annually.® They are far more likely than other generations to eat meat alternatives in a
restaurant. As for generation Z, in 2018, they made 14.6 billion restaurant visits, accounting for a full quarter
of all foodservice traffic.” The USDA reports that, among all the generations, millennials dedicate the smallest
share of food expenditures to grains, white meat, and red meat.'°
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The rise of the flexitarian

Meat eaters actively reducing their meat consumption

No - 492 [ Yes- 1,093 [ Total - 1,585

492

Source: World Animal Protection US

The demand for protein diversification is being driven by flexitarians who consciously choose to reduce their
meat consumption — not by vegans or vegetarians. A 2020 report by Chicago-based analytics company
Numerator found that 92% of those consuming plant-based meats, such as the Impossible Burger, are neither
vegetarian nor vegan."!

The population of those who identify as vegan or vegetarian has remained relatively constant over the past
decade, but flexitarianism is being adopted more widely, particularly among health-and environmentally-

conscious millennials and generation Z.'2

“The Beyond Burger was a 6-7% sales lift compared to our previous
meatless burger, which was a black bean patty. It's definitely bringing
in new people. We have been trying to ‘age down’ our brand, and the

Beyond Burger has been bringing in a lot of younger people.”

Davide Spirito, Senior Director of Culinary Innovation

‘
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While 2020 has challenged the food industry, the largest chains have continued to diversify protein offerings
regardless of the hardships. Menu innovation is feeding consumer demand for plant-based options and
increasing sales. New product introductions are generating greater publicity, attracting a new customer base,
and building consumer excitement.

In 2019, Burger King rolled out its Impossible Whopper to 7,000 restaurants across the United States in
what the chain has dubbed “one of the most successful product launches in brand history.”'® Burger King's
sales rose by 5% in the third quarter of 2019, and the chain announced the testing of three new Impossible-
based menu items at 180 US locations. This was Burger King's strongest growth since 2015."*Just prior to
the pandemic, in January, February, and the first two weeks of March 2020, Burger King posted positive
comparable sales growth in the US in the low single digits. It highlighted the sales being driven by “continued
strong contribution from the Impossible Whopper and improved performance in the value layer of our menu.”
The chain has continued to innovate despite the challenges this year brought by adding the plant-based
Impossible breakfast sausage.'

lex

Many consumers first encounter new trends at restaurants, which are an important target for producers of
plant-based foods. What's more, companies offering humane and sustainable proteins are seeing an increase
in new customer acquisition as well as lapsed customers returning to try the new, plant-based products. The
2020 Grubhub State of the Plate report found plant-based burger orders increased by 90% and general
plant-based orders by 135%."¢
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Global meat market forecast
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Source: Gerhardt, Carsten, et al. (16 Jul. 2019). Global Meat Market Forecast. atkearney.com.

https://www.atkearney.com/retail/article/2/a/how-will-cultured-meat-and-meat-alternatives-disrupt-the-agricultural-and-food-industry.

Lower ingredient costs

Plant-based foods are made with protein-rich ingredients like legumes and grains. These protein alternatives offer

numerous benefits compared to their animal-based counterparts, including lower costs, a longer shelf-life, and less
price volatility. Andy Wiederhorn, the CEO of Fat Brands, told Markets Insider that while some meat alternatives

are priced higher, consumers appear willing to pay a premium for these products.'”

Competitive advantage

Restaurants are facing stiff competition in a saturated market. Adding plant-based entrées can provide an important

point of differentiation, add interest to menus, foster innovation, and align brands with customer values regarding

health, animal welfare, and environmental sustainability.'®

As plant-based entrées continue to grab attention in the press and on social media, restaurants can capitalize on

this interest by offering more protein-rich, plant-based menu items.
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“What's especially exciting is that the sales of the Impossible Whopper
have been highly incremental and have attracted new types of guests
into our restaurants. It’s really been something to see as | visited stores
across the country, and our team has been getting a lot of questions as
to just who this guest is that’s coming in for the Impossible Whopper
We've done a lot of research and found that the appeal is quite
broad-based across several types of consumers. We see a lot of
millennial and gen Z customers who tend to really connect with the
message around sustainability. We also see older guests that perhaps

used to come to Burger King but haven’t visited in a while.”

José E. Cil, President of Burger King

* Plant protein concentrates

are extracted from plants

* Proteins are hydrolyzed
(broken down) to improve
their functional traits

*Binders, fats, and flavors
are added to improve the
sensory profile

* Nutrients are added to at

least meet the amount of
nutrients in meat

* The mixture is shaped into
final product via stretching,
kneading, shear-cell
processing, press forming,
folding, layering, or

extrusion

Source: Gerhardt, Carsten, et al. (16 Jul. 2019). Process to Create Novel Vegan Meat Replacement. atkearney.com.
https://www.atkearney.com/retail/article/?/a/how-will-cultured-meat-and-meat-alternatives-disrupt-the-agricultural-and-food-industry.
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Sustainability

Consumers are growing increasingly concerned about the planet and are looking for ways to reduce their personal
impact on climate change. A 2020 report released by the Yale Program on Climate Change Communication

found that half of the more than 1,000 US adults surveyed said they would eat more plant-based foods if they had
information about the environmental impact of their food choices, and one in four said they reward food companies
that are reducing their impact on the environment by purchasing their products.'”

Peer-reviewed studies and authoritative sources ranging from the Chatham House think tank to the United Nations
have demonstrated the harmful effects of intensive animal agriculture on the environment.?° By diversifying protein
offerings, restaurants have a unique opportunity to demonstrate their commitment to creating a more sustainable
future. For example, the Impossible Burger is tied to 87% less water use, 96% less land use, 89% fewer GHG
emissions, and 92% less nutrient pollution (responsible for dead-zone creation) than its ground beef counterpart.?!

TIMELINE IMPACT ANALYSIS

2016-2021 20222027

9
o

Increasing Health Awareness and Environmental Issues

Source: Plant-Based Meat Market Growth; Trends Report, 2020-2027, Grand View Research, Inc., 20 Oct.

2020, www.grandviewresearch.com/industry-analysis/plant-based-meat-market.

Increasing Prefercence for Vegetarian and Vegan Foods

“As we have worked to better understand customer demand, some
markets around the world have tested plant-based products. Informed by
those learnings, we have created a delicious burger that will be the first
menu option in a plant-based platform we are calling McPlant. McPlant is

crafted exclusively for McDonald’s, by McDonald’s.”

lan Borden, President, International of McDonald’s
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Conventional meat is derived from animals cruelly confined on factory farms, where they are treated like cogs

in a machine and unable to engage in natural behaviors. Animal welfare is one consideration on many meat-
eaters’ minds. A 2020 poll conducted by World Animal Protection’s US meat reduction campaign found that

75% of meat-eating respondents indicated they were more likely to buy meat that comes from sources that prioritize
animal welfare. Additional concerns around animal welfare included the overuse of antibiotics in the livestock
industry. Of the surveyed meat eaters who were likely to reduce or eliminate their consumption of meat, 32% said
concerns about the use of antibiotics, steroids, and hormones in animals were the reason for their desired reduction
in meat, dairy, and egg consumption.??

Similar to concerns about animal welfare, many consumers are becoming alarmed by the treatment of workers in
the meat industry. Over the last year, we saw this level of concern reach new heights following mainstream media
coverage of COVID-19 outbreaks at meatpacking plants around the United States. Sadly, workers at these facilities
are in many cases treated just as cruelly as the animals. They are often subjected to workplace hazards, including
life-threatening injuries, sexual abuse, slave labor, respiratory illnesses, and exposure to dangerous, antibiotic-

resistant bacteria.?®

Americans have also become acutely aware of systemic racism. In 2020 we saw millions of people around the
country take to the streets to demand racial equality. Sadly, the factory farming industry preys on low-income
communities and communities of color by establishing roots in these areas and sickening those living and working
nearby. One study examined 67 factory farms in Mississippi and found that most were located in low-income areas
and areas with a high percentage of African-Americans.?*

Factory farms have been caught spraying feces and urine into the air to dispose of the waste, often resulting in
nausea, high blood pressure, respiratory issues, asthma symptoms, and a lower quality of life for children and
others living in the vicinity. Factory farming and industrial meat production should be viewed through this lens of

environmental racism.??

Restaurants that opt to serve meat alternatives can rest assured that a growing customer segment will appreciate
their efforts to avoid contributing to such problems, rewarding the restaurants with greater foot traffic and sales.
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Plant-based market key players:

Beyond Meat Violife Foods
B Impossible Foods Inc. M Hungry Planet
Maple Leaf Foods Planterra Foods

Field Roast & Lightlife Food
(Field Roast & Lightlife Foods) B Sophie’s Kitchen, Inc.

m Conagra, Inc. Aok Faod
(Gardein Protein International) pha Fooas

B Miyoko’s Creamery

Kellogg NA Co.
(MorningStar Farms) Follow Your Heart
B Nestlé USA M EatJUST Inc.

(Sweet Earth Foods)
NUGGS

Daring Foods
B Daiya Foods Inc.

B Quorn
Upton’s Naturals

Tofurky
B No Evil Foods

B Good Catch
Dr. Praeger’s sensible foods

Results comparison of Impossible Burger® and beef burger (Impact 2002+ v2.28).
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Source: Khan, Sofia, et al. (20 Mar. 2019). Results Comparison of Impossible Burger and Beef Burger (Impact 2002+ ¢2.28).

impossiblefoods.com. impossiblefoods.com/mission/Ica-update-2019/.
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How World Animal Protection can help your business
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Home > Blogs » Just Salad Just Got Even Better Thanks to New Daring Chic... Getconnected: [ W @B lin]

Just Salad Just Got Even Better Thanks —
1'0 NeW DGring Chicken Animals in communities

Animails in disasters

Just Salad, a fastcasual restaurant chain, rolls out new Daring
breaded, plant-based chicken at all 40 locations.

Animals in farming

Animals in the wild

World Animal Protection is an international animal welfare organization. As part of our larger food system efforts,
we work with companies big and small on developing, testing, and promoting new plant-based products. We hold
relationships with the largest plant-based food producers and key stakeholders.

Since the inception of our meat reduction campaign, we've made it our mission to do all that we can to empower
and champion companies investing in protein diversification. We've worked closely with Pret a Manger®, Taco
Bell®, Just Salad®, Danone N. America®, Biggby®, Starbucks®, Panera Bread®, and more on developing, testing,
and promoting new plant-based products. Our experts in meat reduction have decades of experience in the plant-
based foods sector and a deep understanding of the market landscape. We conduct original research into effective
behavior change strategies, market insights, and animal impact.

“In 20 years, only 40% of global meat consumption will still come from

conventional meat sources.”

ATKearney

Source: Gerhardt, Carsten, et al. “How Will Cultured Meat and Meat Alternatives Disrupt the Agricultural and Food Industry2”. atkearney.com. 16 Jul. 2019.

https://www.atkearney.com/retail /article/2/a/how-will-cultured-meat-and-meat-alternatives-disrupt-the-agricultural-and-food-industry.
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