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USA ranks
second In
consumption of
cannabils,
slightly behind
Canada

Source: Ipsos Global Advisor Omnibus December 2018
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What is morally acceptable to use (in moderation)?

% of Americans

Wine
Beer
Liquor

N /4%
- |WkWA
I /0%
Online dating I G 5%
Casino gambling N 5 4%
Cannabis NG 51%
Online betting NG /0%
E-cigs/vaping I /1%
Violent video games NN 2 1%
Tobacco I 5%
Pornography I 360

Source: Ipsos Global Advisor Omnibus December 2018 M



Since 2004, “Cannabis” has progressively become

a more common search term

Google “Cannabis” Search Trends

USA Data (2004 to Present)
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Support for legalization has increased steadily
since 1969

Support for Legalization of Cannabis in the USA (1969 to 2017)
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Source: https://www.pewresearch.org/wp-content/uploads/2018/10/FT_18.10.09 MarijuanaUpdate_topline_for_release.pdf
Ipsos data from 2017: https://venturebeat.com/2017/12/06/u-s-pot-industry-high-tech-high-finance-and-high-times/



What’s driving the increased social acceptance
of cannabis, and how can it inform innovation strategies?




Countries with higher support for legalization believe
cannabis does more good than harm

Support for Using Cannabis for Medical Reasons and
Impact on Support for Legalization
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Countries with higher support for legalization are less
likely to believe cannabis leads to harder drug use
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We also know that people are motivated by 8
fundamental core motivations

0 SOCIAL

DIMENSION Belonging
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Recognition




lpsos data shows that consumers feel cannabis meets a
wide variety of need states, for both medical and

recreational reasons

MEDICAL NEED STATES

Mood Issues

Arthrltls
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hronic Mental

Other Chronic Physmal lliness
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Source: Ipsos Cannabis Consumption Tracker (Sept 2018 to Feb 2019)
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What are the key barriers to
Increased use”?




But also some consumer tensions which can be

addressed via innovation

“Too expensive”

“l don’t like the thought of smoking”
= “l don’t like the smell”
" “| don’t feel comfortable using it”

" «| am afraid of the potential side effects”

st i




Innovation can help
address different
need states to
maximize reach and
minimize
cannibalization
within your portfolio.




How Is cannabis consumed?
Let’s talk about formats.




Most cannabis is being smoked as whole flower,
but edibles are slowly gaining ground

HOW CONSUMED/USED

- ﬁ
36% 24% 18% 17%

VAPORIZER EDIBLE PRE-ROLLED JOINT OIL

Source: Ipsos Omnibus Data (Jan 2019)
<15% not depicted



Convenience is #1 reason for choosing to
vape cannabis

REASONS FOR VAPING CANNABIS COMPARED TO OTHER METHODS OF CONSUMPTION

Convenience of use 44%

It's my friend's preference 34%

It's a healthier way to consume it 29%

Allows me to manage my dosage better 25%

20%

Addresses my symptoms with fewer side effects
Convenience of buying (it's easier to find in this form) 17%

Faster onset of effects 17%

Allows me to easily share with others around me 17%

Other

14%

Source: lpsos Omnibus Data (Jan 2019)



Convenience is also #1 reason for
consuming cannabis in edible form

REASONS FOR USING EDIBLE CANNABIS COMPARED TO OTHER METHODS OF CONSUMPTION

Convenience of use

38%

It's a healthier way to consume it 25%

Convenience of buying (it's easier to find in this form) 19%

Allows me to easily share with others around me 19%

Allows me to manage my dosage better 18%

It's my friend's preference 14%

Faster onset of effects 12%

3
5

Addresses my symptoms with fewer side effects

Other

11%

Source: lpsos Omnibus Data (Jan 2019)



Alcohol distributors are
making a strong foray
INto the cannabis market:




Interest is also high for recreational THC-focused product,
but to a lesser degree

MEDIUM TO CONSUME THC FOR ALTERED MENTAL STATE

USA
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40% 33% 32% 28% 28% 22% 21%

FOOD/ COFFEE/ WATER SODA/ OTHER BEAUTY/SKIN ENERGY
BAKED GOODS TEA SOFT DRINKS BEVERAGES PRODUCTS DRINKS

Source: Ipsos Omnibus Data (Jan 2019) M



Interest in coffee/tea/water based beverages is also very
high for non-intoxicating CBD products, as are edibles

MEDIUM TO CONSUME CBD FOR MEDICINE/HEALTH BENEFITS
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3/1% 33% 29% 44% 41% 39% 28%

FOOD/ COFFEE/ WATER OTHER SODA/ BEAUTY/SKIN ENERGY
BAKED GOODS TEA BEVERAGES SOFT DRINKS PRODUCTS DRINKS

Source: Ipsos Omnibus Data (Jan 2019) M



Let’s talk iInnovation
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Growing
consumer
Interest and
acceptance is
driving
rampant
Innovation



Retailers of all types are stocking their shelves, only
creating greater incentive for new product development

Mom & Pop Mass Market / Big Box

21+

TUMBLEWEED

EXPRESS DRIVE-THRU




You know it's
mainstream
when...




So what does it all mean?




OUR PHILOSOPHY is that innovation must be evaluated
through two lenses

Consumer Competitive

Lens Lens

Inherent Potential of How Potential Stacks Up To
New Product Idea What Consumers Use Today



Broad appeal does not mean “one size fits all”

DIMENSION

NOISNIWID  TWINOSH3d

Be relevant



Broad appeal does not mean “one size fits all”

® ® ® ®

CANNDESCENT CANNDESCENT CANNDESCENT

o SOCIAL DIMENSION
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Recognition

Be relevant



Relevance alone won’t guarantee trial, especially with
Increasing fragmentation

M

PRODUCTS WITH

High Relevance | 54904

. anq H,Igh more likely to achieve higher
Differentiation | than expected trial

High Purchase | 3494

Intent more likely to achieve higher

than expected trial

Differentiate (and be relevant)



Talking to “who matters” is important

Spend your time and
money wisely by getting
close to the people that

matter most, your
potential buyers and
target

: Know your target



To truly win, you have to move beyond initial trial and
drive repeat business

nansem S M
w N -q.n:l'“!l
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To truly win, you have to move beyond initial trial and
drive repeat business

In the world of consumer
s Fatings, social media, and
= unlimited choice, product
performance is paramount

| Deliver on Expectations



Packaging matters more than ever

Claims can educate on the category
Shelf standout encourages trial

Distinctive brand assets facilitate
repeat

Don’t forget pack




OUR PHILOSOPHY is that innovation must be evaluated
through two lenses

Consumer Competitive

Lens Lens

Inherent Potential of How Potential Stacks Up To
New Product Idea What Consumers Use Today



Competitive context is key for a realistic assessment of
performance

Consumers individually define the competition
(product most often purchased / used)

-
, A ?

HOW
CONSUMER

The Innovation is compared to real in-market
DEFINED products, defined by the consumer, including
COMPETITION private label, niche brands, home remedies, etc. —
WORKS NOT OLD IDEAS THAT NEVER LAUNCHED

The innovation and consumer-defined competition
are assessed on the same KPIs, allowing us to

benchmark the innovation’s performance




Pay attention to regulation




Torecap...

€ RISV 210 Don’t forget pack
differentiated L P

Assess with
Know your target »
competitive context
It’s about trial Pay attention to
and repeat regulation




Any questions?

Thank You





