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Texture innovation smooths the way for today’s dairy

Today’'s dalry finds new places at the table —

and on-the-go.

The profile of the dairy aisle is evolving. Inherently nutrient-
rich dairy products are fueling health-minded consumers’
appetites for convenient nourishment — but in distinctly
different ways than even a decade before.

Protein-rich dairy is an increasingly popular choice for
fitness, weight management and healthy aging. At the
same time, as more of the world’s population shifts
from rural to urbanized areas, a greater percentage

of daily calories are consumed from proteins versus
carbohydrates.!

Global demand for dairy
Is expected to increase
by 2.5% annually to 2020.

Together, these trends create a significant opportunity for
dairy foods and beverages. The outlook for the category
is strong, with global demand expected to increase by
2.5% annually to 2020. Companies that can innovate to
meet changing consumer expectations — while continuing
to satisfy their senses — will see the greatest success.

Fewer gallons, more options in
dairy beverages

From 2012 to 2017, per-capita consumption of fluid milk
beverages decreased by 13%? However, it doesn’t
mean that consumers are abandoning dairy beverages.
Rather, as preferences and lifestyles have shifted, a
greater variety of dairy beverages and smaller serving
sizes are gaining ground.
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During that same time period, drinkable yogurts have
seen double-digit growth. Probiotic kefirs are growing
substantially. Sales of milk-based coffee beverages have
skyrocketed. And plant-based dairy alternatives have
soared into the triple digits.®

For busy consumers, single-serving dairy beverages
can offer a convenient way to consume nutrient-rich
ingredients as a snack or light meal on-the-go.

U.S. Dairy Beverage Sales Trends,

2012-20172
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While the U.S. has typically lagged behind the rest of the world in yogurt
consumption, interest in its perceived health benefits is driving growth and
innovation in key segments, including:

Yogurt carves
out new niche
markets

Functional Yogurts can offer higher concentrations of nutrients, including
vitamins and protein, to fuel fitness, promote digestion and prolong satiety.

Drinkable Yogurts, a traditional favorite in European countries, are becoming
increasingly popular among U.S. consumers for their perceived healthfulness
and convenience.

Full-Fat Yogurts, such as Greek, Australian and European varieties, are
displacing lower-fat varieties in the dairy case as consumers embrace their
authenticity, health and satiety benefits.*®

Kids’ Yogurts are a popular choice for lunchboxes and nutritious snacking,
with kid-friendly flavors and innovative packaging.

Current trends contribute
to dairy’s popularity

Today’s consumers are paying more attention to the
foods they buy: their ingredients, their origins and their
journey to store shelves.

The “Clean Label” Trend

Many dairy products are naturally wholesome, making
them a popular choice for consumers seeking greater
authenticity and simplicity in their food.

To boost the appeal even further for label-conscious
consumers, many manufacturers are formulating
their products to eliminate artificial (or artificial-
sounding) colors, flavors, preservatives, texturizers
and GMQOs. Some are even taking it to the next level;
communicating a level of supply chain transparency
that goes all the way back to the farm.

O of respondents said that
they paid "extremely close/

O close" attention to clean

label in dairy products.®
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Reduced Sugar

Reducing sugar consumption, whether for weight
management or general health, has become a growing
concern for consumers worldwide. In fact, a recent study
found that 76% of respondents said they were trying to
limit or avoid sugars in general.” And when it comes to
the dairy products parents buy for their children, sugar
comes under even closer scrutiny.

By 2021, dairy alternatives
O could account for 40%
of the total combined
O market for dairy and dairy-

alternative beverages.®

Dairy Alternatives

In the nearly 40 years since soy milk was first introduced
in the U.S. and Europe, the offerings for plant-based
dairy alternatives have expanded significantly to include a
wealth of options from nuts, seeds, legumes, fruits, grains
and root vegetables. In fact, industry experts predict that
by 2021, the market for dairy alternative beverages could
account for 40% of the total combined $28 billion market
for dairy and dairy-alternative beverages.®
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A variety of factors are contributing to the category’s
growth, including dairy sensitivity issues, consumer

and mouthfeel to dairy-based products. Formulators are
tasked to make up for that loss in mouthfeel through the

perception that plant-based products are healthier for
them, a desire to avoid hormones or antibiotics, and
concerns about animal welfare.

use of texturizers or processing methods.

At Cargill, we have a portfolio of texturizing solutions readily
available, backed by teams of experienced formulation
experts. We also regularly partner with customers to

Texture innovation in modern-day dairy develop custom solutions to meet specific needs.

Today’s consumers are looking for greater nutrition,
functionality and transparency from their dairy products.
At the same time, they expect their yogurt to be rich and
creamy, and their beverages to have an appealing taste
and texture. And while sugar reduction is increasingly
important, parents know that sweetness is a key sensory
appeal for kids.

Texturizing Solutions for
Dairy and Dairy Alternatives

+ Carrageenan
+ Chicory Root Fiber
Custom Texturizing Systems

To balance these complex (and occasionally
contradictory) expectations, it pays to partner with
an expert. An experienced formulation partner can
streamline product development and speed your path Lecithins

to market. Sometimes you have to use multiple label- Maltodextrins
friendly ingredients to replace the one less desirable Pectin

ingredient to get the same texture and stabilization. S
And when it comes to ingredient replacement in dairy » Trehalose
alternatives, it can be especially challenging because

they lack milk fat, which typically can give a lot of texture

Contact us to learn more: 1-877-SOL-UTNS (765-8867) | www.cargill.com
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Claims: The labeling, substantiation and decision making of all claims for your products is your
responsibility. We recommend you consult regulatory and legal advisors familiar with all applicable
laws, rules and regulations prior to making labeling and claims decisions.
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