(Cakes 2003)
ANALYSIS OF CAKES CATEGORY 2003 (TOWARDS BUDGET 2004)
THE MARKET:
1. There exists a potential of awakening the category and to change trends through the creation of new, way-breaking, innovative various segments and products which will cause the entrance of new consumers into the category and to the increase of consumption.
2.  Opportunity of individual cakes for family consumption (as a result of growth of individual yeast cakes), through creation of a segment / product which will supply lElite products with added value/

3.  Religious holidays are turning ot to be less significant from the viewpoint of sales volume.

	
	7/00 – 6/01

Value            Growth
	7/02 – 6/02

Value             Growth
	7/02 – 6/03
Value             Growth

	NIS 1000
	219,407         (3.1 %)
	212,799         (3.0 %)
	203,239         (4.3%)

	Tons
	 8,484            (1.4 %)
	  8,253            (2.7 %)
	  7,589           (8.0 %)


COMPETITION:
1.  The competition map does not change significantly. In order to "shake it up", the competition map has to experience a significant breakthrough.

2.  Elite's high dependence on the Pound Cakes segment constitutes a threat.

3.  There is an opportunity for Elite to penetrate the Yeast segment although this segment is in a downward trend (leading products).
REQUIRED ACTIVITIES:
	Subject


	Required Activity
	   In Charge…
	    Timetable

	Innovation


	Focus on development of segments + products with added value for consumers for which premium can be charged
	    Marketing
	2004

	Variety
	Continue variety, renewal of cakes in unique flavors, coatings and shapes, to avoid dependence on basic segments
	     Marketing
	2004

	Individual Cakes


	Consider development of an individual product for family consumption, with added value for consumer
	      Marketing
	2005

	Yeast Cakes


	Re-entry into this category should be considered, with added value for consumer.
	Marketing
	2004/2005

	Religious Holidays


	After Passover 2004, test market behavior during holidays: rentability of massive development investment in unique/innovative products in order to awaken this category during holidays
	Marketing
	May 2004


THE MARKET
CONCLUSIONS:

4. A potential exists to awaken the category and turn the trend through the creation of a variety of new, innovative, way-breaking products which will cause entry of new consumers into the category and increased consumption.

5.  Opportunity of individual products for family consumption (as a result of increase of individual yeast cakes) through creation of a segment/product which will fill the needs of added value.

6. Religious holidays are turning out to be less significant where sales volume is concerned.

MAIN CONCLUSIONS:
1. The cake market is characterized by lack of seasonal sales (except for religious holidays and after Passover). Influence of these holidays on sales is decreasing and they are not as significant as in the past.
2.  The category is getting more sophisticated and higher-priced due to the launch of Osem's rich (yellow) line (4/2002), Osem's "Roses" Yeast Cake (1/2003) and Elite's Chocolata (9/2002). This change has not led to the growth of the category.

3  The market's trend of decrease has been going on for the third year.

	
	7/00 – 6/01

Value            Growth  
	7/01 – 6/02
Value             Growth
	7/02 – 6/03
Value            Growth

	NIS 1000
	219,407          (3.1 %)
	212,799          (3.0 %)
	203,239          (4.3%)

	Tons
	 8,484             (1.4 %)
	 8,253             (2.7%)
	 7,589             (8.0 %)


NIELSEN, BARCODED MARKET ONLY 6/01, 6/02, 6/03
4. The relation of segments in the private market and the organized market is similar (except individual cakes and Roulades which are stronger in the private market, due to Impulse).
	Organized Market


	Pound Cakes
	Pound + Additives
	Yeast Cakes
	Individual Yeast 
	Roulades
	Chilled Cakes
	Special Cakes
	Individual Cakes

	MONETARY
	
	
	
	
	
	
	
	

	7/02 – 6/03
	29.4%
	8.3%
	17.2%
	7.1%
	3.5%
	14.7%
	8.8%
	2.1%

	7/02 – 6/02
	29.9%
	10.8%
	18.3%
	4.9%
	3.7%
	15.1%
	4.7%
	2.9%

	7/00 – 6/01
	30.1%
	16.0%
	13.6%
	3.9%
	4.7%
	15.6%
	5.3%
	2.7%

	QUANTITATIVE
	
	
	
	
	
	
	
	

	7/02 – 6/03
	36.8%
	9.1%
	18.9%
	8.2%
	2.9%
	8.7%
	7.5%
	1.3%

	7/01 – 6/02
	37.2%
	11.9%
	20.0%
	6.2%
	3.1%
	8.3%
	4.4%
	1.6%

	7/00 – 6/01
	37.0%
	16.6%
	15.2%
	4.6%
	4.2%
	9.0%
	5.3%
	1.7%


NIELSEN 6/01, 6/02, 6/0
	Organized Market


	    Pound Cakes
	Pound + Additives (*)
	     Yeast 

 Cakes (**)
	   Roulades
	  Individual 

   Cakes

	Monetary
7/02 – 6/03


	     26.0%

	   18.0%
	    21.0%
	     5.0%
	    4.0%

	Monetary
7/01 – 6/02
	     27.0%
	   15.0%
	    24.0%
	     6.0%
	    4.0%


(*) including Special Cakes mentioned in Nielsen reports
(**) Yeast Cakes include regular and individual yeast cakes

(Store Next 6/02, 6/03)

5.  These are details of the various segments:

POUND CAKES: The segment has absolutely decreased during last year ( - 6.2%) but it is still the largest segment in the market (about 30%). The segment is price inclined and its innovation level is low.  Its future size is mainly dependent on the price strategy of the large manufacturers and development of the Special Cakes segment as well as on the readiness of consumers to pay more for added value of the product.
POUND CAKES  + ADDITIVES: This segment is decreasing (- 26.5%). Increase in the segment of Special Cakes and Individual Yeast Cakes which offer the consumer more added value.
YEAST CAKES: Growth trend has stopped, probably due to three optional reasons:

1. A need which has been met.  2. Consumers have understood that freshness is an imperative factor in yeast cakes.  3. Possibly, individual  yeast cakes will meet this need in a better way. The launch of  Osem's "Rose" Yeast cakes has not caused the expected growth in sales of the yeast segment as a result of cannibalization of this cake regarding the other Osem yeast cakes.
CHILLED CAKES: This is a static segment, the price of which has not risen.

ROULADES (SWISS ROLLS): This segment is promotion inclined: a price promotion at the Super-Sol in December 2002 caused a growth of 168% in average monthly sales, in February 2003 a growth of 40% and in May 2003 a growth of 50%.  A price promotion at the CO-OP in March 2003 caused a sales of growth of 129% over the monthly average.
SPECIAL CAKES: The launch of a variety of Osem's rich cakes (yellow line) and Elite's launch of Chocolata have caused a growth of 76.4% of the segment. However, these launches did not contribute to total sales in the category of cakes. Launch of the yellow line by Osem has avoided additional decrease of Osem's sales.

INDIVIDUAL YEAST CAKES: This segment has woken up and there is a growth of 38% compared with last year. The segment is led by 3 main manufacturers (Eini, Rotem and Berman). Elite's launch of croissants has not contributed significantly to this growth.
REQUIRED ACTIVITIES

	     Subject


	                   Required Activity
	 In Charge
	 Timetable

	Innovation
	Focus on development of segments/products which offer added value to consumers and for which a premium can be charged.

	Marketing
	    2004

	   Variety

	Continue variety. Innovation with cakes in unique tastes, scatterings, coatings and forms

	  Marketing
	    2004

	Individual Cakes

	Consider development of individual product for family consumption, with added value for consumer
	   Marketing
	     2005

	Holidays

	After Passover 2004, examine behavior of market during holidays + rentability of massive investment in development of unique/innovative products in order to awaken the category during holidays.
	  Marketing
	 May 2004


COMPETITION
CONCLUSIONS:
4. The competition map does not change significantly. In order to "shock" this map, it is necessary to have some significant breakthroughs. 

5.  Elite's high dependence on the segment of Pound Cakes constitutes a threat.

6.  Opportunity for Elite to return to the yeast segment although this is in the course of decrease (leading products).

MAIN FINDINGS:
1. Two main manufacturers are active in the market: Osem and Elite. Together they constitute 58.6% (monetary) of the total market (compared with 55.9% last year) . Quantitatively – 63.0% as compared with 61.1% last year. Growth is mainly due to "Rich" and small manufacturers (annex 1)
2. The gap between market shares of Osem and Elite is growing. Osem has increased its market share by 1.8% and Elite by 1.0%. The significant growth

of Osem's shafre is a result of the launch of products in the Special Cakes segment and the Yeast segment. Elite has increased its share due to the launch of croissants (the marketing of which has stopped) and Elite's entgry into the segment of Special Cakes (Chocolata).

3. Elite has done from a decrease of 4.7% to a growth of 1.6% while Osem's growth has been stopped (annex 1).

4. Elite is not represented in the sales list of leading products (monetary)(see annex 2). The list of leading products is mostly based on yeast cakes and speial cakes.

5.  No significant change is noted in the activity of manufacturers in the various segments except for Elite who is entering the growing segments (special cakes and individual yeast cakes, which has been deserted after the failure of the croissants.
6. There is a significant growth for manufacturers of the individual yeast cakes, the Eini and Rotem bakeries.

	Accumulated Monetary Data

      NIS

	General

   %
	Pound Cakes

   %
	Pound + Additives

    %
	 Yeast Cakes

   %
	Individual Yeast Cakes

    %
	Roulades

    %
	Chilled

   %
	Special

   %
	Individual

     %

	ELITE:

7/02 – 6/03

7/01 – 6/02
7/00 – 6/01

	16.7

15.7

16.0
	28.5

30.3

29.3
	31.4

26.8

21.3
	0.3

1.5

4.0
	6.1
	83.5

41.9

62.6
	
	20.4
	 9.2

30.6

10.5

	OSEM:
7/02 – 6/03
7/01 – 6/02
7/00 – 6/01
	42.0

40.2

38.4
	50.6

46.5

43.6
	62.9

64.7

65.4
	60.8

56.8

43.5
	
	
	4.4
	79.6

100

100
	100

	RICH:
7/02 – 6/03

7/01 – 6/02

7/00 – 6/01


	 8.6

11.8

14.1
	
	 5.0

 6.6

12.6
	
	
	
	55.6

72.7

76.4
	
	

	SUPER-SOL:
7/02 – 6/03

7/01 – 6/02
7/00 – 6/01
	 9.3

10.1

 9.2
	12.1

11.1

12.7
	 0.7

 1.6

 0.7
	17.5

17.8

22.2
	
	 8.3

 5.8
	13.0

 8.6
	
	

	LACHMI:
7/02 – 6/03

7/01 – 6/02

7/00 – 6/00
	 1.7

 2.5

 2.6
	 0.9

 2.1

 2.4
	
	 5.9

 7.4

12.2
	
	
	
	
	

	BERMAN:
7/02 – 6/03

7/01 – 6/02

7/00 – 6/01
	 4.6

 4.3

 3.1
	 2.7

 2.6

 1.7
	
	13.7

13.3

13.4
	 20.3

 19.7

 19.4
	
	
	
	

	EINI:
7/02 – 6/03

7/01 – 6/02

7/00 – 6/01
	 4.8

 3.7

 4.3
	 0.3
	
	0.7

0.5

0.9
	38.8

43.4

51.7
	
	12.4

10.0

12.9
	
	

	ROTEM:
7/02 – 6/03

7/01 – 6/02

7/00 – 6/01
	 4.2

 3.3

 3.6
	 1.8

 2.4

 3.8
	
	
	33.2

34.6

25.8
	
	
	
	

	KINDER:
7/02 – 6/03

7/01 – 6/02

7/00 – 6/01


	
	
	
	
	
	
	
	
	68.0

56.4

76.4


NIELSEN 6/1, 6/02, 6/03
Rate of Change in Elite's and Osem's Part according to segment in organized market:

	
	   General
	    Pound 

   Cakes
	   Pound +

Additives
	   Yeast

  Cakes
	Individual

  Cakes
	  Roulades



	Elite (M *)
	1.6 %
	(11.4%)
	(18.00%)
	(81.2 5)
	(79.7%)
	15.5 %

	Osem (M *)
	(0.1 %)
	 1.8 %
	(27.5% )
	( 4.9 %)
	     -
	    -

	Elite (Q **)
	(7.4 %)
	(14.5%) 
	(17.4 %)
	( 81.8%)
	(80.6 %)
	14.2 %)

	Osem (Q **)
	(4.9%)
	( 1.6%)
	(31.6 %)
	( 6.8%) 
	     -
	     -


Nielsen 6/03      (* M = monetary)  (** Q = quantitative)
7. Elite is especially depending on the segment of Pound Cakes and Pound+Additives (abt. 78%) of Elitge's total sales in this category. Osem, the catgegory leader, has a balanced mix in dividing into segments 
8. Osem has launched a "Roses" Yeast Cake and has continued the launch of their special line (yellow) which have not caused a growth of the category. Osem has an aggressive price reduction strategy in segments which are price inclined. which are price inclined (Pound and Pound+Additives) and is charging a premium on special segments and cakes with added value for the consumer.
9.  Investment in advertising:  Most of the advertising in this category is made on television (99.0%). During February-March 2003, Elite has invested $ 641,000 for the advertising of croissants (SOV of 32.0%) . Osem has invested $ 537,000 in February 2003 for advertising of "Roses" Yeast Cakes and about $ 355,000 in April 2003 for advertising of Passover Cakes (Total SOV of 45.0%).
Required Activities:

	          Subject


	             Required Activity
	In charge of…..
	 Timetable

	Innovation + Breakthrough


	Examine capabilities and opportunities for creation of new segments/products
	Marketing
	2004/2005

	Condensation of Special Cakes

	Continue massive development of special cakes in order to avoid dependence of basic segments
	Marketing
	2004

	Yeast Cakes

	Re-entry into this category should be considered
	Marketing
	2004/2005


