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Overview — 2022 Q1 Organic Produce Report

BACKGROUND

e This report covers organic fruit
and vegetable performance for
the Total U.S. as well as four U.S.
regions.

e Reporting period covers 13 weeks
of Q1, 2022 vs. the same period
last year.

e This report was prepared by Cate-
gory Partners exclusively for the
Organic Produce Network.

e Datain this report is provided un-
der contract by Nielsen. Coverage
is the database for total food sales in the United States including all outlets, i.e. supermarkets,
mass merchandisers, club stores, dollar stores, convenience stores, and military commissaries.
Nielsen offers the industry’s broadest measurement of total retail food inclusive of UPC and
fresh non-UPC (random-weight) products across the entire store, for roughly 90,000 stores na-
tionwide.

e Data coverage includes all fresh fruit and vegetable categories sold in produce departments.
The data also excludes some non-fresh products that are often sold in produce. Examples are
refrigerated/non-refrigerated salad dressings, nuts, and seeds, some bulk food products, some
health/nutrition snacks and bars, salad toppings, dried fruits, etc.

e Data and charts in this report may be reproduced by recipients provided source attribution is
used as follows: Source: Organic Produce Network and Category Partners, powered by Nielsen
Total US Scan, January-March, 2022
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Q1 2022 Quarterly Report

OVERVIEW

Organic fresh produce in Q1 of 2022 gained in dollars year over year, but declined in volume for the
first time in a long time. Produce in general gained 6.9% in dollars for Q1 of 2022 and declined 2.7% in
volume. Organic produce declined in volume by just below 1%
year over year but gained 3.9% in dollars. Conventional produce
posted larger percentage gains in dollars and larger percentage de-
clines in volume. Conventional produce average pricing jumped by
more than 10% compared to 2021 while the organic produce aver-
age price rose just below 5%. The fact that organic produce vol-
ume did not fall as drastically as conventional suggests that organic
produce is less price-sensitive than conventional and has been able
to absorb more of the price increase.

!\Iot aI.I produce c.ategorles are c'reated equal when it comes t(? ris- Organic sales in Q1 2022 were positive, but

ing prices. Organic herbs and spices and celery both declined in volume declined slightly. These results

price compared to the same time in 2021, with bananas, strawber- were due to a 6% increase in prices. Con-

. . . . . i 9 i

ries, and bell peppers only rising in price by around 1%. Converse- Ventional produce rose by 10% and declined
. ) . in volume by a greater degree than organic.

ly, organic avocados rose almost 40% in average price year over

year.

What is heartening is that volumes are still elevated from Q1 of 2019. We believe that Q2 will tell us
much the same story as we move further away from the anomaly that started at the tail end of Q1 in
2020 and moved through the entire 2nd quarter. There is still great potential in moving organics as
long as suppliers and retailers stay laser-focused on pricing and making sure there is still a healthy gap
between conventional and organic produce.

Q1, 2022 Highlights

-During Q1, organic produce continued to show growth in
dollars but declined in volume due to elevated pricing.
Despite the slight decline in volume, we have still not
seen any signs that volume will revert back to pre-
Covid19 levels.

- Conventional produce average price increased by more
than 10% in Q1 compared to the same period last year
more than double the percentage price increase of or-
ganics.

- Avocado dollars gained just over 18% thanks to a significant price increase of almost 40%, however,
this caused volume to decline by just over 15%.

- Strawberries stood out in Q1 as one of few categories to post gains in both dollars and volume of
more than 16% year over year.
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Comparing Q1 2022 to Q1 of the past three years shows that for the first time organic volume declined
year over year. This decline in volume was not as great as the decline in conventional volume for Q1 of
2022. Dollars, however, continue

Four Year Performance - Jan thru Mar to grow, even after two years of
7’
Conventional Produce Organic Produce growth due to h|gher prices across
$
- o S5 all produce.

+10.6%
$28 +7.9%

Conventional produce outper-
formed organic in dollar growth,
$18 suggesting price increases have
been more substantial in conven-
tional produce than in organic.
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Regional Performance

Organic performance during Q1, 2022
was weakest in the Northeast region

where dollars declined 1.1% and vol- Midwest Region
. . Dollars $362,659,112
ume fell by 7.7%. Dollars increased in DollarChgYoy  §7,795,613 CDCATEGORY

. Dollar % Chg YoY +2.2%

every other region and volume posted West Region Volume 120,616,450 — S

. . . Dollars $727,333,384 Volume Chg Yo -3,802,778 Northeast Region
a slight increase in the West and a no- Dollar chg Yoy $33,001,321 Volume 9 Chg Yo -3.15% bollare Son e ers

. . . Dollar % Chg YoY +4.8% 6.182.606
ticeable 3.6% increase in the South. Volume 236,516,041 SV v
Volume ChgYoY 852,726 Volume 158,297,639
Volume % Chg YoY +0.4% Volume Chg YoY  -13,161,305
Volume % Chg YoY -7.7%

s

The South Region continues to show
the most improvement year over

South Region

H H H H '_ Dollars $753,247,450
year, which is consistent with previ Do/ lame/ Celrenavoy et on o
ous quarterly reports. The South has etk ssae aiss Dol s g Yor 3%
v i Volume 253,321,214
a fairly low ACV compared to the Northeast Region  $12381 3634 Volume Chg Yoy 8,013,276
. South Region $7,183 2,416 Volume % Chg YoY +3.6%
Northeast and West, suggesting that oot Region mis aoe

the potential for growth in the South
will continue.

Source: Organic Produce Network and Category Partners, powered by Nielsen Total US Scan, Jan - Mar, 2022.
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Q1 Top 20 Produce Categories — Organic Performance

Dollar Performance

Organic raspberries generated the largest percent increase in dollars gaining almost 26%, followed by avocados,
blackberries, and strawberries. Conversely, blueberries posted the largest percent decline in dollars with bell pep-
pers and celery also posting noticeable declines. Pre-packaged salads continue to dominate the produce category
in total organic dollars sold for the quarter and gained 1.5% year over year.

Categories by $
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Volume Performance

For Q1 of 2022, 15 of the top 20 categories posted declines in volume despite positive dollar growth, suggesting
what we all know; prices are up compared to Q1 of last year. Some notable exceptions would be strawberries
which gained almost the same amount in both dollars (+16.9%) and volume (+16.2%), along with bananas and to-
matoes. Herbs and Spices gained in volume by 13.5% while declining in dollars suggesting lower prices despite the
inflation we have seen in most other categories.

Organic blueberries posted the largest percent decline in volume, with avocado volume also declining 15.4% de-
spite double-digit gains in dollars.

Categories by Volume
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+6.2%

CDCATEGORY

73M  71M PARTNERS
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BANANAS
CARROTS
APPLES
SALADS
POTATOES
ONIONS I
LETTUCE
TOMATOES
CELERY
AVOCADOS
CABBAGE
BLUEBERRIES
BROCCOLI
CUCUMBERS
SQUASH
BELL PEPPERS
KALE

CITRUS
HERBS AND SPICES I
STRAWBERRIES

Source: Organic Produce Network and Category Partners, powered by Nielsen Total US Scan, Jan - Mar, 2022.
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Q1, 2022 — Inflationary effect on organic produce

2022 Price is noticeably higher
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Looking at the weeks of 2022 (red) in the scatter plot we see that the average price for all but one week is higher
than any of the previous three years. However, it is also significant that volume for those weeks in 2022 is higher

than both 2019 and most weeks of 2020, with the two outlier volume points in 2020 (yellow) being those weeks in

Weeks of Jan-Mar for the past four years
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Price over the Years

Organic prices in aggregate are still substantially
higher than conventional. However, over the past
two years, the average price of both conventional
and organic produce has increased.

In 2022 average price of organic produce has risen
4.9% compared to a 10.4% increase in conventional
average price. This is more than double the increase
in organic and is having a larger effect on conven-
tional volume.

It will be imperative for organic suppliers to be cog-
nizant of not only the rising costs of organic pro-
duce, but also the opportunity presented by a signif-

icantly larger increase in conventional produce price.

March where everything went a little crazy.

Despite the noticeable increase in the average

price of organic produce, we see that as we

break the average price of $2.60, volume has
not shifted down to the levels we see in 2019

(blue) and most of 2020 (yellow).

Even as the price continues to rise we are see-

ing organic volume holding firm, suggesting

that organic produce as a whole could be con-

sidered less price sensitive.

Price/Lb
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$2.50

$2.00

$1.50

Organicvs Conventional Price by Q1 Last 4Yrs

2019 2020 2021
g2 ww  EX
el -3.1% -
$1.58 $156 $1.62
+2.8% 1.2% +3.7%

CONVENTIONAL

ORGANIC
ORGANIC
ORGANIC

CONVENTIONAL]
CONVENTIONAL

2022

$1.79
+10.49%

CONVENTIONAL

$3.10
+4.9%

ORGANIC

Source: Organic Produce Network and Category Partners, powered by Nielsen Total US Scan, Jan - Mar 2022.
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Background

This report on organic produce performance was compiled and developed under the direction of Matt Seeley of
the Organic Produce Network by Tom Barnes and Jashon Newlun of Category Partners.

Data and charts in this report may be reproduced by recipients provided source attribution is used as follows:
Source: Organic Produce Network and Category Partners, powered by Nielsen Total US Scan, Jan - Mar 2022.

Category Partners is a strategic insights company focusing exclusively on the fresh industries in the retail grocery
channel. The company works exclusively with growers, marketers, and retailers of conventional and organic

fresh foods by providing data solutions, analysis, and insights on product performance, consumer preferences,
and industry trends.

Tom Barnes is chief executive officer at Category Partners. He is a 20-year industry veteran and
has spent nearly his entire career working in marketing, consumer research, and data analytics in
the fresh produce industry.

Jashon Newlun is a senior data analyst for Category Partners. His work in fresh foods focuses on
utilizing performance data to identify opportunities for dollar and volume growth in retail chan-
nels, provide analytical insights, and develop executive-level presentations.




