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“The ebb and flow of water … trends across the EU”

GENERAL SURVEY AND IMPACTS OF THE CURRENT ECONOMIC SITUATION.

Considering the general forecasts, 2009 will probably be worse than 2008, and it started with a weak first quarter. As regards Canadean’s prognosis some markets may already bottom out by mid/late 2009, and a low level of growth might characterise 2010. A “recovery bounce” is not envisaged.

The general market is confronted with the expansion of major retailers, growth of discounters and development of Private Label. But consumers will keep spending on basic consumables.

BEVERAGE CONSUMPTION IN 2008.

· A global view of packaged water consumption.
Key figures relating to the packaged water sector.

In 2008, bottled water represented 96% of packaged water consumption, against only 4% for BHOD. Mineral water, i.e. 85% of the consumption, appeared as the key product of the industry, followed by spring water (12%) and table water (3%). Besides 57% of packaged water consummated was still water and 43% sparkling water. Concerning the structure of the sector, it appeared that the five biggest companies represented 32%, the other companies 47% and private labels 21%. Lastly, 78% of the consumption was intended for an off-premise (at home) sale.
· The beverage market in 2008.
In 2008, the EU (24) represented a 117.5 billion liter market for the beverage sector.  It was dominated (44%), by bottled water, with a 51.7 billion liter consumption. The soft drink industry, which represented 40% of the market, thanks to a 47.2 billion liter consumption, was in second position in front of Juice & nectar (10%). 
In terms of value share, the bottled water industry was outstripped by the soft drink companies: in 2008 they realised 52% of the value against 32% for the bottled water sector.
PERFORMANCE IN 2008 IN COMPARISON WITH 2007.

· Performances of the packaged water sector. 
In terms of consumption 2008 was not the year for deep changes or for extraordinary performances, and was characterized by a fall of the consumption for spring and table water. However, the structure of the market tended to change at the expense of big companies.
The consumption of mineral water increased by 0.5% (+227 million liter), while spring water decreased by 2.3% and table water by 3%. Flavoured water went down in volume (- 3.7%). There was no noticeable change as for the market share between still and sparkling water, even if data differed on individual markets. : still packaged water consumption grew up by 13 mnl and sparkling water by 19mnl. As for the channel, an increase by 0.6% was notable for the on-premise packaged water. The structure of the market registered important changes. In comparison with 2007, the share of the private label went up 9.6%, while the 5 biggest companies decreased by 4.4% and other companies saw their share fall by 0.5%.
· Evolution of the beverage market.

In comparison with 2007, 2008 was not such a bad year for packaged water companies in the EU.

Concerning the performances in volume, the bottled water consumption increased by 0.1% (+ 32 mll), while soft drink products saw a increase of 2.5% (+ 1 132 mnl). The juice and nectar sector only grew by 0.2%. On the global European
 scale: bottled water consumption grew  by 110 million litter (0.2%).
In terms of value, it appears that 2008 was a good year for the industry which saw its value increase by 1,226 million euro. But as for the evolution in volume, the soft drinks industry did better with a increase of 1,561 million euro.
· Evolution by country.

Packaged waters did well in some EU countries, but for the most part a decrease of the consumption volume was observed. 

Between 2008 and 2007, consumption went up in Bulgaria, Italy (<100mnl), Portugal, Greece, Netherlands (<200mnl) and Germany (>400mnl), but fell down in other countries especially in Sweden, U.K. (≈-100mnl) and France (>-500mnl)
RECENT TRENDS.
· Present situation in a few words.
With the economic crisis, a general slowdown in growth rates is observable, and the bottled water sector is not spared. But for the water industry the slowdown had started before the economic crisis, so last year, when the crisis impacted countries it effected soft & waters in different ways. At the same time the sector had already to deal with other kinds of pressure as lobbies and medias on environmental issues, distribution of jug filters…
· Longer-term trends.

General longer-term trends.

It appears that the consumption of bottled water has been experiencing a general slowdown since 1998 in EU, especially in the last years. 
In the eyes of statistics based on 3 year rolling CAGR, water growth rates lost more than 2% between ’01-’04 and ’05-’08, decreasing  from 4% to less than 2% . During the same period, soft drink growth rates went up (+ 1.25 point), and juices rates went down (- 2.5%).
 As for the year-and-year growth trend, the same conclusion is possible. The evolution of the consumption was not linear, notably because of good summers in 2003 and 2006. But globally, growth rates lost more than 7.5% between 1998 and 2008.
Specific products longer-term trends.

3 year rolling CAGR statistics in EU 24 confirmed this analysis by focusing on specific products.

They showed that between ’98-’01 and ’05-’08, BHOD consumption growth rates knew a big decrease (-25 points). But in 2008 growth rates of BHOD water were superior to bottled water’s.

 Furthermore, it appears that growth rates went down by 11% for table water, 9% for spring water (from 9% to almost 0%), 2%  for mineral water (from almost 5% to 3%). 
FORECASTS FOR CURRENT YEAR 2009.

· First quarter in EU 24 : packaged water.
During the first 2009 quarter, the situation got worse in the EU, with a loss of more than 260 million liters.  Concerning the growth rates consumption country by country, news are not good. 

The water market has declined in Italy, Slovenia, Bulgaria, Denmark and Lithuania which registered a growth rate of -2.5% or less: 17 markets are in a critical situation. Moreover, in Finland, Portugal, Austria, rates are also negative. At the end, in the EU only 4 national markets (Greece, Poland, Romania, and Germany) were doing well.
· The beverage market as a whole: forecasts for 2009.

Considering Canadean’s forecasts for 2009 the year may not be catastrophic. 

After the slowdown of 2008, the industry might know a negative growth rate estimated at -1.1%, which corresponds to a loss of 555 million liter. The soft industry should still register a positive growth of 0.6% (266 mnl), but it would represents a decrease of 1.9% in comparison with 2008.
So, forecasts may change as year progresses thanks to the impact from government stimulation packages, exchange rate movements, a good summer, etc. 

SUMMARY.

Packaged water no longer drove EU incremental volume. The economy squeezed volume of all water brands, private label was a major volume winner, and serious concerns appeared about major markets like France, Italy and Spain. However, “flavoured” water variants in non-water categories did well, some companies had good results in Germany and the value growth was a very bright element for the industry.
Unfortunately, 2009 will be more challenging, but long-term should still have volume growth.
� EU 24 plus 10 other countries : Belarus, Bosnia-Herzegovina, Croatia, Macedonia, Norway, Russia,Serbia, Switzerland, Turkey & Ukraine
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