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IT7.2 | Select Market Share Data

] Grocery Sales by Channel Actual 2011 2016
Traditional Supermarkets. 404% 37.4%
Supercenters 17.2% 185%
Convenience Stores 15.1% 156%
Wholesale Clubs 85% 00%
Drug Stores 55% 59%
Mass Merchandisers a.4% 28%
Limited Assortment Grocery Stores 27% 37%
Dolar Stores 22% 23%
Other 43% a9%

2012 Revenue
Top Grocery Retailers in North America (8 billions)
Wal-Mart 1450
Kroger 93
Costeo 873
Target 731
Safeway a5
Loblaw Cos. 318
Publix 275
Ahold USA Retail 273
7-Eleven 220
C&s Wholesale Grocers 214
Delhaize America 195
H.E8 Grocery Co. 194
Sobeys 177
Dollar General Corp. 161
Meijer, Inc. 146
Wakefern Food Corp. 136
Metro Inc. 120
Whole Foods Market 17

‘Source: Market Share Reporter (Farmingon Hils, ME: Gale, 2014) and author analysis.

EXHIBIT7.3 | U.S. Store Count Forecast—Natural and Organic Share versus Total Industry

2013 2014 2015 2016 2017 2018

Conventional Supermarkets. 36092 36002 36092 36092 36092 36092

Natural and Organic Subtotal 1367 1572 1,808 2079 2391 2750
Assumed Growth Rate 15% 15% 15% 15% 15%
N&O Share of Industry 36% 4.2% 48% 54% 62% 71%

Data source: Devtsche Bank Research: Food Marketing nstute.
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Whole Foods Market:
The Deutsche Bank Report

‘The latest numbers coming out of Whole Foods Market, Inc. (Whole Foods) in May 2014
took Deutsche Bank research analyst Karen Short and her team by surprise. On May 6,
‘Whole Foods reported just $0.38 per share in its quarterly earnings report, missing Wall
Street’s consensus of $0.41 and cutting earings guidance for the remainder of the year.
‘The company’s share price fell 19% to $38.93 the next day as Whole Foods® manage-
ment acknowledged that it faced an increasingly competitive environment that could
compress margins and slow expansion. The only upbeat news was the 20% increase in
the company’s quarterly dividend, up from $0.10 to $0.12 per share. Short and her team
knew this was not the first time the market believed Whole Foods had gone stale. In
2006, Whole Foods™ stock had also declined 20% over fears of slowing growth and
increasing competition, but had since bounced back and outperformed both its com-
petition and the broader market (see Exhibit 7.1 for stock price performance). Never-
theless, it was time for Short and her team to discuss how the news altered their outlook
for the company in a revised analyst report. The main point of discussion would cer-
tainly be whether Whole Foods still had a recipe for success.

The Grocery Industry

‘The U.S. grocery industry as a whole had historically been a low-growth industry, and,
as a result of fierce competition, had typically maintained low margins. In 2012, the
industry recorded over $600 billion in sales, a 3% increase from the previous year.' Real
demand growth was strongly tied to population growth, and consensus estimates for
nominal long-term growth rate were between 2% and 3%.7 Key segments included

"Whole Foods Market annual report, 2013.
“Hoover's Inc., Grocery Stores & Supermarkes Industry Report, 2015.

prepared by Chris Blankenship (MBA *17) under the supervision of Michael
ess Administration. It was written as a basis for class discussion rather than to.
illustrate effective or ineffective handling of an administrative situation. Copyright © 2017 by the University
of Virginia Darden School Foundation, Charlottesville, VA. All ights reserved. To order copies, send an
e-mail 10 sales@dardenbusinesspublishing.com. No part o ths publication may be reproduced, stored in a
retrieval system, used in a spreadsheet, or transmited in any form or by any means—electronic, mechani-
cal, photocopying, recording, or otherwise—withou the perission of the Darden School Foundation
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Part Two  Financial Analysis and Forecasting

EXHIBIT 7.4 | Share Price Performance of Whole Foods Market Indexed to S&P
500 Index (January 2005 to April 2014)
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Data source: Yahoo! Finance, author analysis.




