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Executive Summary

The food retail industry in Singapore is going through a period of rapid change. Shopping in supermarkets and other
modern food outletsisincreasing. Thisis due to expanding consumer affluence and exposure. In addition, modern
retallers offer awide variety of products and have placed strong emphasis on improving the freshness of their items.

The Singapore market has traditionally conssted of two segments. The first was that of middle and lower income
consumers. These consumers lived primarily in Singapore's Housing Estates, were extremely price conscious, and
consumed Asan foods. The second segment encompassed expatriates and higher income Singaporeans. These
customers resided in the downtown and private residentia areas and were more Westernized in their food preferences.
In recent years, the line between these segments has blurred. Segmentation by age has become more important.

Globdization istaking place in the supermarket indusiry in Southeast ASa. The recent currency crisisis peeding up
this process. Some andysts predict that supermarket sales in the Region will be dominated by 5 - 6 mgjor globa
chainsin the foreseegble future, while afew progressve loca chainswill survive. Important to the success of these
firmswill be an image of "fresh” foods, central warehousing facilities, and the ability to source products directly from a
wide variety of countries.

The younger generation is having a magor impact on Singapore's food consumption patterns. Foods that can serve asa
status symbol are popular with many younger people. Among the best sales prospects for U.S. items are fresh foods,
prepared and other convenience foods, wines, frozen products, and healthy foods.

Singapore is an attractive market. However, it issmal and extremely competitive. Costs of successful product
introduction are high and it is not easy to be profitable. Advice for U.S. exportersincludes:

* Consider Southeast Asa as awhole in developing marketing plans, but remember that each market is unique;

* Sdect an agent or digtribution arrangement that makes sense given that more retailers are buying direct; and

* Invest in amarketing program that encompasses research, consumer and trade education, and product
sampling.

Background*

! Thisreport is based on interviews with nine supermarket buyers, three industry analysts, and published
materias.
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The food retall industry in Singapore is going through a period of rapid change. Shoppers can purchase food from a
variety of locations, ranging from traditiona wet markets to modern hypermarkets.

Singaporeislocated in Asia, aregion of the world expected to have two-thirds of the world's population by the year
2000. Thiscountry is home to dightly more than three million people. It isthe economic hub for Southeast Asia, an
areawith a population of 500 million.

Other population statistics are important to understanding the market. The country has afairly young population, with
30 percent of the people under the age of twenty. However, the population is aging and living longer. The largest
percentage of the population, 20 percent, falsin the age range of 30 - 39 years. Eighty-six percent of the population
livesin government-subsidized Housing Development Board (HDB) estates. The average household size congsts of
3.7 people, compared with the U.S. average of 2.7.

Singaporean consumers are among the most affluent in Southeast Asa. The per capita GNP in 1996 was SD 37,036
or USD 24,940, one of the highest in the world.? Strong economic growth has created an expanding middle class with
increased buying power.

Singgpore is multi-racial and foods from dl over the world are found on the Idand. Seventy-seven percent of the
population is Chinese, 14 percent isMaday, 7 percent is Indian, and the remaining 1 percent conssts of other races.

Consumer Behaviour
Eating

Eating and shopping are seen as forms of entertainment to many in Singapore, and finding alow-priced placeto edt is
easy. A med for one person can be purchased for under USD 3.00 at hawker centers, and many people eat out at
least once aday. Generdly three meals aday are consumed. Snacking appears to be on the increase, as most people
in the trade report that the snack food businessis one of the fastest growing segments of the industry.

The tastes of Singaporeans are somewhat different than those of many Americans. Singaporeans like hot and spicy
foods. Chili sauceisoffered a McDonad's and most other esting establishments as a condiment for french fries,
hamburgers, and other foods. Green and red peppers are dso frequently used as an ingredient or topping. Recent
studies and trade reports suggest that Singaporeans do not like the cheese and butter sauces associated with some U.S.
microwave foods and U.S. chocolate tends to be too sweet for locdl taste buds.

Consumers in Singgpore are willing to try anything once, but most products fail to become part of the culture. Thereis
a strong positive reaction to advertisng and promotions, and these are essentia in launching new products. In part, this
isdueto alack of knowledge about new items, particularly foreign foods. With dl of the new productsthat are
introduced into Singapore, consumers are not known to be very brand loyd, and it is difficult to build thisloyalty.

2 The exchange rates used in this report are USD 1.00 = SD 1.485.
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Food retailers segment the market in many ways. The mgor divisons typically occur between different racia groups
and income levels. For example, Chinese consumers generaly have different food consumption habits than Indian
consumers. More affluent Singaporeans purchase different products than lower income groups. In the past, lines were
drawn by resdentid area, but now these lines are sarting to diminish. Segmentation by ageisincreasng as younger
generation consumer's have different tastes than older Singaporeans.

Shoppers are more exposed to foods from different cultures than in the past. Maids are doing less of the shopping,
thus housewives are more exposed to the variety of items on supermarket shelves. In addition, the growth of the
restaurant industry has been sgnificant in recent years. One industry analyst reported that 1ess than a decade ago,
amog dl Western restaurants were found only in hotels. Now, they are dl over the Idand.

Impact of Younger Generation

Theimpact of the younger generation on consumption patterns cannot be underestimated. An increasing number of
young people are traveling or studying abroad. Movies are an extremdy popular past time in Singgpore and young
people are exposed to new cultures and ideas through this medium. The influence of young consumersisillustrated by
the comments of retalers who were interviewed for this study.

"Kids here too are changing, they want cheese and are more Western inclined. Late teens want to try foods
that are non-traditional.”

"You just cannot take Western products and plunk them into Singapore. La Casinadid alot of research with
their pizza at the Nationa Universty of Singapore before launching. It's not o much taste aswhat's "'in
fashion". It has nothing to do with taste.”

"We are sling pagersin 7-Eleven. Kidsunder 12 are buying them. We are dso sdlling printer cataogs and
other electronic items. We want to get shoppersin the store because of what we offer and then rope them into
impulse shopping.”

Magjor chalenges for Singapore supermarkets are that young consumers generally do not like food shopping and are
not brand/store loyal.

Shoppers

Buyers from the largest supermarket chain in Singapore identify women as the primary shoppers for food. Mogt of the
customers of this chain come from households of 4 persons, 2 adults and 2 children. Average monthly incomesarein
the neighborhood of USD 3,000 - 3,650.

Shoppers say that the efficiency of astore plays amgor role in whether they shop there, and 71 percent of shoppers

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #SN8033 Page 6 of 45

pick a store where checkout isfast. Pricing isaso akey factor in consumers choice of astore as well as atmosphere,
location, and freshness of products.

In 1997, a survey of 30 consumers was conducted by the Singapore Straits Times to determine whether they preferred
to shop in supermarkets or wet markets. The study reveded that:

* fifty percent preferred to shop at supermarkets because these outlets are cleaner and air-conditioned and offer

awider variety of goods;
* thirty-three percent chose supermarkets because of their product and location convenience; and
* seventeen percent till preferred to shop at wet markets.

Changing consumer expectations are resulting in a growing preference for supermarket shopping in Singapore. Thisis
due to expanding consumer affluence and exposure. Consumers are increasingly attracted to these outlets because of :

* their image, as western style shopping has become more gppealing to consumers,

* awider range of categories of products and many items within each category;

* their air-conditioned, cleaner, and more spacious shopping environment;
* many people now perceive that products purchased in supermarkets are as fresh as those in the wet
market;

* hedlth and hygiene considerations; and
* economies of scae and bulk purchasing that are resulting in lower prices.

Many households in Singapore do not own cars. This has increased the importance of convenient location in food
shopping and aso encouraged consumers to shop relatively frequently. It is estimated that Singaporeans currently shop
2-3 times per week for food. Some expect this shopping frequency to drop in the next five years.

Spending

Consumer spending on food as a share of total spending was 26 percent in 1996, and 36 percent of totd retail sdesin
Singapore were for food. 1t is expected that by 2000 this latter figure will decrease to 31 percent as consumer incomes
continue to grow. Per capita expenditure on food has been on therise. 1n 1991, USD 1,098 was spent on food. By
1995, this figure had risen 43 percent to USD 1,570.
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Food Retailers
I ntroduction

Singapore is consdered on the border line between a developing and a mature food retail market. Approximately 40-
50 percent of Singapore's food sales take place at supermarkets. Thisis compared with eighty percent in the United
States. Wet markets and provision shops account for the other 50-60 percent of retail food salesin Singapore. In
other Asian countries, this figure can be as high as 80 percent.

Retail food salesin Singapore exceed USD 1 billion annudly. However, there are no officid figuresin this regard.
From data gathered during this study, it is estimated that the retail food market isworth about USD 2.7 billion annualy.
Market access for new chains has become very competitive, and some believe the greatest opportunities are for stores
to find niche markets. Asone retail andyst recently commented,

"Singapore is one of the easiest markets to enter, but one of the toughest in which to compete in Southeast
Asa"

Traditiona markets have started to see their market share drop significantly. Some provision shops have lost up to half
of their businessin recent years. Some fruit sl operators reported that their business dropped by 20-30 percent after
supermarkets started running weekly specias about three years ago.

The food retail sector in Singapore can be divided into six types of outlets wet markets, provision shops, convenience
stores, specidty stores, supermarkets, and hypermarkets.

Types of Outlets
Wet Markets

Wet markets are traditiona markets for fresh meat, seafood, fruits, vegetables, flowers, and some dry grocery items.
They are open-air markets with aroof to provide shade and keep out the rain. They are divided into stals that are run
by individua operators. Many do not have refrigeration and stal operators hope they will sdll dl of their products by
mid-day. Traditiondly, products sold through the wet markets are believed to be fresher than those sold in
supermarkets. Generaly, prices have been equa to or lower than supermarket prices.

Currently, Singapore has 101 wet markets which consst of 7,535 stals. The number of gtdls has been declining in
recent years, from afigure of 10,190 in 1986.

Provison Shops

Provison shops are smdl family-run stores, usualy no larger than 100 square meters. They are meant to provide loca
communities with bread, rice, biscuits, and other essentia processed food and household goods. Most are located in
HDB edates, thus their convenient location makes them popular. Prices of goods are often not marked, but instead
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can be haggled over. Some do not have cash registers.

Some provison shops have joined buying groups which provide buying power, access to technology, and joint
advertisng. These and other upgraded provision shops are known as mini-marts. In addition to dry goods, some
minimarts so sall fresh vegetables, fruit, fish, and meat. Among the strongest chains of these stores are Econ
MiniMart, Happy Family, and Food Lion.

The future of provision shops has become threatened by the increasing number of supermarkets. Some sources place
the number of provision shops at about 3,000. According to the Retaill Promotion Board, a Government agency to
asss small retalers, the current number of provison shopsin Singaporeis 1,500. This has dropped from 1,800 in the

past 5 years.

Convenience Stores

Convenience stores are Smilar to those in the United States. The dominant chain is 7-Eleven, which is open 24 hours a
day. These stores carry snack and convenience foods and a limited number of non-food items. Compared with smilar
U.S. stores, these outlets offer a smaller range of prepared foods.

Speciaty Shops

Specidty stores are amilar to supermarkets. However, they are generdly smdler and very specific in the goods that
they carry. These stores do not have alarge turnover or market share, but have found a niche in the market. Many of
these shops target upper income groups or the expatriate community.

Supermarkets

Supermarkets are the fastest growing sector of the food retall industry. They are rapidly taking market share from wet
markets and provision shops. Currently, there are four mgor chains and a number of smdler chains. Detailed
information on these chainsisfound in Table 1 and Appendix A.

Hypermarkets

Hypermarkets offer awide range of items at discount pricesin very large stores. VVolume purchasing, economies of
scae, and direct sourcing often contribute to their ability to make this offer to consumers. At the present time,
Carrefour operates the only hypermarket in Singapore. 1ts current outlet in Suntec City occupies 12,990 square meters
of floor space.

Shopping in Johor Baru

Johor Baru, a city just across the border, in Malaysia has become a popular spot for many Singaporeans to go
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shopping. Goods are chegper there due to lower rental and wage costs. In addition, the Maaysian Ringgit has
weakened relative to the Singagpore Dollar in the recent currency criss. The actua amount that Singgporeans spend in
retail food storesin Johor in unknown, but it is quite large. Carrefour estimates that about 40 percent of the sales of its
Johor store are attributable to Singapore shoppers. A recent article in the Singapore Straits Times reported that
Singapore shoppers are spending an average of USD 61 per shopping trip to Carrefour in Johor.

Table 1. Supermarket Breakdown

Number of Expected
Name stores number of Target Market
End of 1997 | stores End 2000
NTUC 62 77 low to middle income, but
expanding.
TOPS 13 30 mass market
Prime 16 25 low to middle income
SOGO 3 3 varies among stores
Kimisawa 1 1 upper income and expatriates
Cold Storage 20 25 middle and upper income and
expatriates
Shop N Save 19 36 middle to lower income
Damaru 2 2 middle to upper income
Tierney's 1 1 gourmet food store targeting
European expatriates.
Tota 137 200

Among the mgjor supermarket chainswhich have opened storesto capitalize on this business are Parkson's Supermarkets,
Giant, Booker Cash and Carry, Carrefour, and Makro.

Changesin Retail Operations

Singapore's food retail industry has changed dramaticdly in the past 5 years. Supermarkets have revised many of thelr
operating practices and become more appeding to consumers. The movement of severa new multi-national playersinto
the market has helped to stimulate price, product, and service competition and operations and technology changes. These
changes should help supermarkets to continue to rapidly expand their share of the market.
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One of the keys to growth has been an emphasis on and pogitioning srategies which highlight the "freshness' of their
produce and meet. In this effort, one retailer has actualy invited wet market hawkers to set up their sdls insgde the
supermarket. Another is calling its fresh sections in some stores a "pasar”, the Maay word for market.

Supermarkets have introduced information technology into many of their stores, and most are now up-to-date with what
is avallable. Point-of-purchase (POP) technology is currently used for inventory management and will be employed for
space management in the near future. The introduction of category management has resulted in the reduction of product
assortments in recent years.

"Effident Consumer Response (ECR)" and supply chain management are the latest buzzwords and many chainsare making
improvements in this regard, through concepts such as cross docking.

Traning and education in theindustry areimproving. Some chains have started to send personnel overseas or are bringing
inconsultants. Asaresult, standards of fresh produce are better and the assortment of goods hasimproved. Retailershave
greater access to sources of items and good supplies of product are available year-around. Food sanitation and hygiene
standards have improved and progress has been made in cold chain management.

Supermarkets are growing in Sze aswdl. Traditiondly, Asan supermarkets have been smdl in Sze, with narrow aides.
Consumers were used to smal and crowded stores and viewed these as "successful”. The desire for large stores, bigger
assortments, and more shopping space isincreasing. Some newer stores are as large as 50,000 square feet.

The services that supermarkets offer to consumers have expanded and been made possible by new technology. Now,
Singgporeans can place ordersto many stores by phone and fax, and some chainshave even added Internet services. After
orders have been placed, some stores offer home delivery of the products. Chains with alimited number of outlets fed
these developments will give them the edge they need. Location will not be asimportant since consumers will decide on
which store to shop at by the products and services available to them.

All of the changesin supermarkets have put pressure on the traditional marketsto make changesaswel. Wet market sdl
operators haveimproved food handling proceduresand hygiene. Frozen food isnow transported in refrigerated containers
and trucks ingtead of amply packed inice. Asindicated earlier, voluntary buying groups have formed in response to the
need to survive in the face of increasing competition from supermarkets.

Future Changesin Retail Structure

Globdization is taking place in the supermarket industry in Singapore and the rest of Southeast Asa. The recent currency
crisisis seen as speeding this process up. Some anadysts predict that supermarket sdlesin the Region will be dominated
by 5-6 mgjor globa chainsinthe next 5-10 years. Most of these will havelocd joint venture partners. A few loca chains
are expected to survive.

Most of the trade agrees that the supermarket business will continue to grow at the expense of wet markets and provision
shops. However, therate and extent of decline of traditiona outletsare uncertain. Some membersof thetrade believethat
wet market sdeswill Say at the same leve in the foreseegble future, and supermarkets will absorb any new growth inthe

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #S\N8033 Page 11 of 45

industry. Othersfed the"demisg’ of the wet market isthe future,

It is expected that whatever changes do occur, they will take oneto two generations. Older shoppers are accustomed to
buying goods a wet markets and will continue to shop there. Some traders speculate that a "modern wet market” might
evolve, but most people do not anticipate this change.

Wet market sl operators are facing many chalenges. One of the most important islabor. Many young people do not
want to operateastd| inthewet market. They prefer another occupation wherethey are ableto make moremoney. From
a Singapore Government standpoint in land-short Singapore, wet markets are also an inefficient use of space becausethey
operate only afew hours each day.

Provision shops are hoping that the convenience and persona service that they offer consumers will dlowthemtoreman
apart of thefood retail indudtry in the future. To do this, most fed that it is essentid for themto join
buying associations. They predict that those that do not will not be able to remain open.

Retail Sector Analysis
Distribution Overview
Changesin Traditiona Digtribution

The most dramétic changes that are anticipated to occur in the Singapore retailing scene in the next five years are
expected to be in the digtribution system. Neverthdess, modt retailers believe that the maority of "power" in the current
digribution system is ill held by the hundreds of suppliers, which will inhibit change.

Traditiond food distribution channdls are highly fragmented, and goods pass through many hands before reaching the
consumer. This addsto the price of goods as well as greetly decreasing their shelf life. With this system, supermarkets
often receive more than 70 ddliveries a day and ded with as many as 700 suppliers. Servicelevelsfor ddiveriesto stores
can be poor, with levelsin the low 80 percent range during the busiest shopping period of the year, Chinese New Y e=r.
This sysem aso inhibits the introduction of new products to serve a digtinctive niche for aretaller. An example of this
system s provided in Figure 1.

Figure 1. Traditional Digribution Channée

U.S. Exporter
X
X
Importer/Distributor
X
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X
X
XOOAOBOIOOIOOIOOOOBOIODOOIONNNK
X X
X X
Supermarkets Wholesdler
X X
XOOOOOOIOIOOOIOIOOIOOMOOIONNNK
X X X
X X X
Convenience Stores Provision Shops Wet Markets

In order to solve these problems, supermarkets are beginning to change their buying and storage practices. The larger
chains are trying to diminate the loca middleman by directly dedling with U.S. exporters or consolidators. Asthe larger
chains grow, they purchase a higher volume of goods. This alows them to negotiate a lower price as wel asimport a
unique set of merchandise, furthering their advantage over smdler stores.

An example of the distribution system currently in place for most supermarket operatorsin Singaporeisfound in Figure 2.
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Figure2: Current Distribution Channel

X X
X X
X X
X Importer/Distributor
X X
X X
X XOOOOOOIOIOIOOIOOOIOOIOOIONNNK
X X X
Supermarkets Wholesder
X
X
XOOBOOOOIOOIOOOIOOIOOIODIOONNNK
X X X
X X X
Convenience Stores Provison Shops Wet Markets

In past years, retalers were willing to primarily to source dry grocery items direct, such as snack foods, generd
merchandise, canned goods, ceredls, etc.. Severa mgjor supermarket chains, however, are now purchasing fresh produce
directly from farmers and/or suppliersin Austrdia and the United States.

Supermarket chains are aso developing their own centrd warehousing and digtribution systems for dry and perishable
foods. Thismay involve their own warehousing and logistics operations or the use of alogistics supplier. 1n some cases,
thiswill serve asabasisfor didributing products throughout the Region. Such asystem dlows them to limit the number of
deliveries per day to the stores and provides better quality control of the goods they receive.

A modified versgon of centrd digtribution is under development by one group that is meant to be used for chainswith 10 -
30 gtores. In this verson, warehouses will serve more as cross docking centers than storage facilities. Stores will place
orders to headquarters and then these orders will be consolidated and sent to the supplier. The supplier will make one
ddivery to the warehouse, and then the products will be separated and sent to the appropriate sores. All goods coming
to the warehouse will have been ordered, so storage is not required. This will dlow smdler chains to use centra
digtribution, while keegping costs down by less inventory and capitd investment.

Implications for U.S. Exporters

With dl of these changes occurring in the didribution system, many digtributors are finding it hard to continue making a
profit. Smdler digtributors are particularly hard hit, as supermarkets look to eiminate as many middlemen as possible.

Didributors have traditionally served as the marketing and distribution arm of U.S. exporters. The moveto direct imports
by retalers, especidly through consolidators, should initidly makeit easier for U.S. suppliersto get their products on the
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shelves of mgor supermarketsin Singapore. A less-than-container load order can be shipped and dotting allowances are
often waived for direct purchases. It leaves a vacuum, however, in deding with the foodservice trade and conducting
marketing activities to build familiarity with and brand awareness for products.

There are severd ways of overcoming these difficulties. Oneisto appoint a distributor, with specia emphasis placed on
marketing activities. In addition, some U.S. suppliers are establishing a representative office in Singagpore to work with

importers and to plan and oversee marketing efforts. Thistype of representation aso permits direct contact with retail and
food service buyers, an area where some of these customers have requested that U.S. firms take more initiative.

Purchasng
Most supermarket chains have ateam of buyers. Each buyer isresponsiblefor purchasing certain categories of items, eg.,

perishables, groceries, snacks, etc.. In most cases, thereisabuying manager. The contact information for the head buyer
for the main supermarket chainsin Singapore is found in the Appendix of this report.

Dutiesand Tariffs
Mogt products enter Singapore free from tariffs or duties. The exceptions are dcohol and tobacco items.
Retail Market Segmentation

For many years, there have been two main segmentsin the food retall market. There has been some competition between
retailers within these segments, but rdatively limited competition between supermarkets in different segments.

The first category was the "upmarket” segment. This segment conssted of expatriate consumers and more affluent
Singaporeans who had travel ed or been educated abroad. 1t wasas zeable segment and served by such retailers as Jasons
Supermarket, Tierney's Supermarket, and Cold Storage Supermarkets. More recent entrants have been Sogo Food Hall
and Royd Ahold. Supermarketsin this segment:

* carried a substantia assortment of Western products
and items that appealed to American, European, and Japanese consumers,

* were |ocated in the downtown or private
resdentid areas of Singapore;

* charged relatively high prices and enjoyed greater
marginson sales

* were more willing to introduce new Western food items and placed fewer requirements on supplierswho
were interested in getting their products on supermarket shelves, and

* operated stores that were relatively large and spacious.
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The second segment encompassed primarily middle and lower income Singaporeans. The primary playersin this ssgment
were NTUC FairPrice Supermarkets, Oriental Emporium, and traditional retailers. More recent entrants have been Shop
and Save and Prime Supermarkets. This segment was much larger than thefirst. Characteritics of storesin this category
were thefollowing.

* They carried avariety of traditiona Asan products.

* Their Western assortments were limited largely to commonly consumed staple products, such as canned
corn, fresh fruit, and frozen poultry parts.

* Low prices and margins were key dements of their marketing mix.
* Their stores were primarily located in HDB estates and were generaly much smadler.

These two segments ill exist, but the lines between them has become blurred in recent years and competition has
intengfied. Asindicated earlier, thisisdueto new entrantsinto the marketplace aswell changing consumer behavior. Some
of the retallersin the upmarket segment now have storesin the newer HDB estates, and mass market retailers are moving
into downtown and private resdential areas. Many chains aso have a portfolio of stores, some of which are targeted at
the upmarket segment and others which apped to the mass market.

Market Outlook
Impact of Currency Crisis

"People Hill need to eat” was the common response when members of the industry were asked how the current economic
crigs has affected them. At the time of this study, no one seemed to be affected by the crisis and most doubted that they
would bein the future. They indicated that the food indudtry is "recesson proof”. Some predicted anincreasein sdesas
people are likely to eat out less often and buy goods at supermarkets for consumption a home. They dso believed that
there may be some switching from more expensive food items to chesper staples.

One major player expressed concern about the worsening economic and political crigsin Indonesa. He fet that if the
Stuation in Indonesia worsened that it would significantly impact Singapore's economy and lengthen the recovery period
from the current situation.

Best Sales Prospects
Supermarket buyers listed many products that they believe have sales potential. One of the "hottest” areasisthat of fresh

foods. Consumers have dways demanded fresh produce and meat and this concern with freshness will continue to drive
what they purchasein the future. Exposureis aso increasing to Western foods and consumers are developing atastefor

3 This Stuation has since come to pass, with the May 1998 riotsin Jakarta. Asaresult, some retailersin Singapore are
generdly dowing their expangon plans and focusing on ways to do a better job in their existing business.
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them. Foodsthat can serve as a satus symbol are likely to be popular with many younger people.

Although somewhat dower to develop than in the United States, convenience foods are viewed as having good saes
potentia. With 50 percent of women in the workforce, many are wanting an easer way to prepare meds. Unlike ther
mothers, many young women do not know how to cook.

Prepared med solutions are expected to be the fastest growing foodsin thiscategory. Itisanticipated that these foodswill
be "diced, diced, or precut” and will only need to be heated in awok before serving. They will be hedthier than food from
afast food restaurant, but still have to compete with meals from hawker centers or food courts, which provide aquick and
inexpensve dternative to cooking. Oneretailer pointed out that Singapore does not have the food manufacturing baseto
support the development of thisbusiness. He predicted thet retailers will do this themsdlves.

Wine has become very popular with young consumers. They view it as a status symbol and are becoming very
knowledgeable about different types of winesand their consumption. Most storesnow havelarge areas dedicated towines
and dl buyers said that it is one of their best categories. Foods that complement wines, suchas crackersand cheese, are
anticipated to grow in sdesaswall.
Good growth is predicted for frozen items. Once thought of as undesirable because of qudity questions, there are now 30
well-established suppliers of frozenfoodsin Singapore. Quality problems are expected to diminish with improvementsin
the cold chain. Supermarkets alocate about 15 percent of their space to refrigerated preparation and storage aress.
Additiond areas with potentid include:

* confectionery items, dthough this category is competitive and may be difficult to penetrate;

* wheat products, such as speciaty and hedlthy breads and value-added noodles, rather than rice;

* hedlthy cooking oils, such as canolaor dlive ail;

* fresh and canned fruit;

* organic and healthy products;

* hedlth and beauty aids and vitamins,

* dairy products, specificdly ice cream and milk powder;

* lines of "upmarket” private labe products, and
* beef and chicken wings, doughnuts, fruit juices, dressings, condiments, and prunes.
Competition

The U.S. currently faces strong competition from Australia and New Zedand in the dairy category; Audrdiain fresh
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produce; Mdaysain poultry; Audrdia, France, and Chilein wines, and Audtrdiain besf.

It is expected that the currency crisis will encourage Southeast Asian suppliers to step up production and exports to
Singgpore. Thisis particularly true if currency vaues do not return to pre-crisislevels.

Adviceto U.S. Companies

Everyone offered smilar advice to U.S. companies wanting to enter the Singapore market. It is well-recognized that
Singapore is considered the gateway for trade into the rest of Southeast Asia. It can serve as an excellent test market for
the Region. However, it was noted that tastes and cultures vary within the Region. A product that is popular in Singapore
may be undesirable in other countries.

Market research should be conducted to gain awareness of what consumersare demanding. 1t isimportant to find out what
categories of foods are growing and what the niche markets may be. Some believe these niche markets hold the greatest
potential, because markets for commodity-type products are already saturated.

It is not cheap to launch a product in Singapore and promotion needs to be undertaken.  Some distributors recommend
a minimum promotion budget of USD 50,000 to launch a new product. Consumers are congtantly flooded with new
products, and new itemswill usudly not be tried unless they are heavily promoted. This promotion needs to be continued
even after the product has been established. Without this, it will dowly die as additiond new items enter the market.

Suppliers need to pursue the product al the way to consumers. In many cases, consumers are not familiar with Western
products. Suppliers need to teach consumers how to cook and eat items and in what situations and with what foods the
products are consumed. Sampling is dso extremely important. The rule of thumb is "test, teach, and tagte’.

Trade sources recommended that promotions emphasi ze two aspects of products.  Shoppers are dways looking to buy
at abargain, and promotions showing that a product offers "good vaue for money” may be more successful. In addition,
the "freshness’ of items should be highlighted in promotion efforts.

The qudity and shdlf life of products are of great concern to many supermarkets. Some reported that the quality of goods
is sometimes poor when they reach Singapore, and others complained about receiving products with little or no shdlf life
remaining. Consumers are accustomed to eeting fresh foods and they will not buy a product if they question its qudity or
freshness. Mogt buyers noted that a product will not sall if it has little shelf life remaining when it arrives in Singgpore,
regardiess of how good the product is. Retailers recommend that the shelf life remaining on a product once it arrivesin
Singapore should be 6-9 months.

It isimportant to choose a good distributor to develop the market for your items. The following should be consdered in
selecting adigtributor.

* Does the company have sufficient refrigerated and frozen storage space?

* Doesit have trangportation and distribution access to dl retallers carrying competitive products?
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* Doesthe staff have the skillsto negotiate price, conduct on-site education for theproduct,and ~ provide
market research?

* Will the firm be able to facilitate advertisng and
promotion activities?

* Does the company have the necessary inventory and
re-order management skills?

* Does the staff have brand management skills?
* How much feedback will it provide your company?

* Is the company financidly sable?

As suggested earlier, an dterndtive is to dation a company representative in the Region, instead of depending on loca
agents. Didtributors often represent 20 or more products, and some do not have much time to spend promoting oneitem.
Using a company representative will facilitate promotion and the feedback of information. Smaler firms, for cost saving
purposes, may want to use the services of independent representatives, who do not handle more than 5 products.

Singaporeisan atractivemarket. However, itissmal and extremey competitive. Costs of successful product introduction
are highanditisnot easy to be profitable. Consequently, U.S. exporters should consider the Southeast Region asawhole
in developing sdesand promotion plans. The multi-nationd reach of many of the new retalersthat are entering the market
should facilitate this effort.
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APPENDIX A:
RETAILER PROFILES

Company : NTUC FairPrice Supermarkets

Address : 680 Upper Thomson Road
Singapore 787103

Tel : (65) 450-9709

Fax : (65) 458-8975

Target Market : Low to Middle Income, Expanding to Upper

Number of Stores : 62

Key Contact : Mr. Gerry Lee Hup

Divison Manager, Purchasing

NTUC FairPriceis Singapore'slargest chain of supermarkets. Started asaunion cooperativein theearly 1970s, FairPrice
was established with the assistance of the Singapore Government to stabilize food prices. Thiscontinuesto bethechan's
misson today. The group isamember of the Internationa Grocers Alliance (IGA).

FairPrice hasaloya customer base. At the end of each year, its 350,000 members receive about an 8 percent rebate on
their purchases.

Since opening, FairPrice has congtantly expanded. The company has key locationsin HDB edtates. In 1991, the chain
had 45 stores and it was operating 62 stores at the time of thisresearch. Targetsof 5 new stores per year and salesgrowth
of 20 - 30 percent have been set for the next fiveyears. FairPriceis concerned that it does not grow too fast or cannibalize
sdes of its exising sores.

FairPrice has three store formats.  supermarkets, fresh markets, and mini-markets. The average store size is 950 square
meters. Its supermarkets average 1,300 square meters and have 15,000 skus. FairPrice supermarkets are divided into
two categories, depending upon their size and location. One offers goods for the mass market, while the other group is
targeted at higher income consumers.  Fresh markets sdll fruits, vegetables, and meet and have an average size of 400
square meters. The mini-markets are the same size, but they carry dry grocery and some frozen and dairy items.

FairPrice a'so manages the activities of the Food Lion group of provison shops and mini-markets.

Besides its stores in Singapore, FairPrice manages, but does not own, 5 stores in Indonesia.
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Salesand Market Share

FairPrice has an estimated 50 percent share of supermarket sales, well abovethat of any other chain. In 1997, itsturnover
was USD 507 million and net profit was USD 28.3 million. This dlowed the group to distribute an extra 6 percent share
of profit to members.

Expectations of the group are good. FairPrice foresees atougher year in 1998, but still expects sdlesto increase by 10 -
15 percent. The economic crisis as well as competition from other low-priced supermarket chains, such as Carrefour,
Shop-N-Save, and TOPS, are anticipated to affect sales. By 1999, a turnover in excess of USD 610 millionor SD 1
billion is targeted.

Marketing Strategy

Asindicated earlier, FairPrice has asocid misson to help sabilize food pricesin Singapore. It has a pledge to offer the
lowest prices on a"basket of 111 goods'. In asurvey of the prices of 100 essentid household items by the Singapore
BusinessTimesin December 1997, FairPrice had thelowest prices of thefive supermarket chains surveyed. Asother low-
priced competitors have entered the marketplace, however, this price gap has been eroded.

Approximately 27 percent of FairPricesturnover isaccounted for by fresh items, 28 percent by genera merchandise, and
45 percent by groceries.

Implementation of a "new generation” store concept is underway. Stores will offer a broader product range and more
modern atmosphere. Thereis an increased commitment to fresh and frozen food. New storeswill allocate 40 percent of
floor gpacetotheseitems. All itemswill be sold under afreshness guarantee, and customerswill get afull refundif products
are not fresh. FairPrice has dso developed aline of 200 private labd products, which are sold at 10 percent below the
price of comparable brand name items.

FairPrice usesavariety of mediafor promotion purposes. Weekly sdesare usudly advertised in the print media. In-store
country fairs and seasond promotions are conducted throughout the year. Promotional activities are largely concentrated
onfreshfood, but recently wine hasbeen aheavily promoted item. FairPriceisconcerned with keeping its corporateimage
as a "great place to shop and a greet place to work™. Ther promotions reflect this, including some community service
events.

FairPriceisupgrading thetechnology initsstores. Storeshave added point-of -purchaseinventory systems, and are sarting
to use the data to make buying decisons. An internet homeshopping system has aso been developed, which involves
3,000-4,000 itemsand homedelivery. Thissystemisnot currently profitable, but FairPricefedsthisisatrend that it needs
to be a part of.

Target Market
NTUC FairPrice describesitstarget audience as"everyone'. It hastraditiondly targeted low to middleincome consumers

who livein HDB estates. However, the chainisnow attempting to attract higher income consumerswith some of itsstores.
Badcdly, the chain plansto remain a"workers supermarket”, but also wants to cater to the "rigng aspiraions of young
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Singaporeans’.

The group isbeginning to open storesin shopping centersand downtown locations. These storeswill have adifferent format
than thosein HDB edtates.

Buying

Thegroupisvery aggressiveinitsbuying practices. Currently, it purchasesitemsfrom 800 - 1,000 suppliersand morethan
20 countries. Because of volume purchases, FairPrice is usudly able to obtain price discounts on purchases.

FairPrice's buyers have begun to travel to source items from new suppliers and countries. Basic commodities are often
purchased from developing countries for price reasons. At the present time, FairPrice is importing some fruit direct and
plans to expand its direct purchasing activities in the near future,

A new product must be approved by anew products committee beforeit can be sold in FairPrice. Thiscommittee assesses
the marketability and profitability of the product reativeto other items. If promotional support is provided, products have
amuch better chance of approva. ThereisaUSD 185 new product application fee. If the item is approved for listing,
afee of USD 52 must be paid for every store the product will be placed in. The item then undergoes a 4-6 month tria
period, during which its performance is closdy monitored.

New product listing fees may be waived on direct imports, especidly if exclusvity to FairPrice is promised for a certain
period.

Distribution

FairPrice's warehousing and distribution system has gone through many changesin the past 5 years. In the pag, individua
suppliers delivered goods directly to FairPrice stores. Stores would receive up to 70 deliveries per day. A partnership
was subsequently formed with David's Asaand acentrd distribution system established. With thissystem, 60 - 70 percent
of products passed through acentral warehouse wherethey were consolidated for Soreddivery. FairPricehasjust recently
purchased David's share of this business.

Sales Opportunities

Currently, wineisone of the hottest sdlling itemsin FairPrice. Thisisattributed to that fact that many younger Singgporeans
are beginning to drink wine as a status symbol. Singaporeans are more exposed to wine as alarge number of wine shops
and wine boutiques have been st up. As wine sales continue to increase, FairPrice will be looking for foods that
compliment wine. In FairPrice, Austrdian wines are more popular than U.S. wines, due to more aggressive promoation.

FairPrice buyers have traditionaly carried alimited range of U.S. products. However, thereisincreasing interest in these
items and working with U.S. suppliers. For example, the U.S. Agricultural Trade Office conducted aU.S. food fair with
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FairPricelast year. The event was S0 successful that there are plansto repesat the event with alarger selection of U.S. items
thisyear.

FairPrice buyersoftenlook to the U.S. for new product trends. However, they are cautious, indicating that "what sdlswdll
inthe U.S. may not sdl in Asia because of different tastes and eating habits'.
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Company : TOPS - Roya Ahold

Address : 61 Stamford Road
#04-03 Stamford Court
Singapore 178892

Te ; (65) 333-0030

Fax ; (65) 333-0010

Target Market : Mass Market for Most Stores

Number of Stores : 13

Key Contacts : Wouter Kolk

Merchandising Controller

David Than
Regiond Manager for Private Label

John Glover
Regiona Manager, Perishables

One of the new chainsin Singapore, TOPSislooking to quickly gain alarge share of the supermarket industry. The group
is owned by Roya Ahold, a global food retailing company. As a result, TOPS came into the market with a lot of
experience and financid backing. TOPS entered the market with its Tanglin Marketplace store. Last year, it opened a
gore in Great World City and purchased 11 of the 16 Oriental Emporium supermarkets. Itsgod isto bethe second largest
chain within afew years.

TOPS is not only looking to establish itself in Singapore, but is expanding across the entire region. TOPS has 120
supermarkets throughout Asia, in addition to the 13 stores it operates in Singapore. The group has rapid plans for
expangon through store development, acquisition, and mergers. By the year 2000, it would like to have 30 stores under
the TOPS name in Singgpore, and a minimum of 200 stores regiondly.

Salesand Market Share

Sales data for TOPS are not available for 1997. In that year, it is estimated that TOPS accounted for 5 percent of
supermarket slesin Singapore. It is anticipated that TOPS sales will increase by double digit figuresin the future,

Target Market

TOPS stores cut across market segments. The group has one store which istargeted at the expatriate community and one
which islocated in an area of higher income Singgporeans. Its former Oriental Emporium stores are designed to gpped
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to the mass market. TOPS is revamping these latter stores to attract the young, trendier consumer. They see good and
growing opportunities to serve the 25 - 35 year age segment.

Marketing Strategy

The chain is using newspaper advertisements, bus advertisements, mailings, and the sponsorship of community events to
ddiver its promotional message. Country and seasond fairs are dso held in thelr stores throughout the year. Because
TOPS is new in the market, a large portion of its advertising and promotion dollars is focused on developing name

recognition.

The atmosphere that TOPS is attempting to project inits storesis one of open space, where shoppers have plenty of room
to move. Larger stores have a place for children to play while parents are shopping. Stores have a modern design and
some offer home ddivery.

Mogt of the TOPS stores are targeted at the mass market. 1n these stores, TOPS uses prices in FairPrice as aguide for
pricing decisionsfor dry goods and wet marketsfor prices of produce. Inthe 1997 Business Timessurvey, TOPSranked
fourth out of the five mgor chains on the price of 100 basic goods.

TOPS Tanglin Marketplace store is stocked for the expatriate community. Direct imports account for much of the
merchandise in thisstore. The store dso has the widest range of U.S. foods in Singapore.

TOPS stores are characterized by:
* aline of private labe merchandise which is sold & lower prices than comparable nationd brand items;
* many ready-to-eet items and large beer and wine sections; and
* unique products that people cannot find in other stores.

Buying and Digtribution

TOPS buying, warehousing, and distribution systems are rapidly being developed. Currently, purchases are made from
350 - 400 suppliers, and alimited number of shipments are imported direct. TOPS has agod to increase direct imports
to 30 - 40 percent of their merchandise in the next five years, and 100 percent over the long term.

"Stone-age” is how TOPS staff describes the distribution system that is currently in place. TOPS stores are receiving up
to 100 deliveries dally. There is a plan to move to a centrd digtribution system by the end of this year, to reduce
inefficiencies and give TOPS better quality control over its merchandise.

Withitsstrong expansion plans, TOPS isexperimenting with globdization of the purchasing of some of its products. Under
this syslem, TOPS will buy subgtantid volumes of items from a limited number of suppliers for sale or use in many of its
stores worldwide,

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #SN8033 Page 25 of 45

TOPS staff isaso putting in place a system that will alow them to purchase goods from Singgpore for ditribution to al
of their soresin the Region. Purchasing and planning for regiond promotions will aso be apart of this effort.

Individud buyers of TOPS make the decisions on what productswill be put on the shelf, but they have very drict guiddines
tofollow. A computerized system for shelf management has been devel oped which establishes these guidelinesfor buyers.

In consdering products for their stores, TOPS buyers expect alarge amount of promotiona support from suppliers, the
possible return of stock to suppliersif it does not move, and credit terms.

Asin the case of other supermarkets in Singapore, TOPS has different buyersfor different categories of merchandise. A
Separate group purchases for its expatriate store.

A lig of trading terms and conditions for sales to TOPS can be obtained by contacting the U.S. Agricultura Trade Office
in Singapore.

Sales Opportunities
Some of the best sales prospects for U.S. exporters to TOPS are canned fruits and vegetables and snacks.

The currency crisis has encouraged TOPS to increase its purchases from Audrdia, as the U.S. Dollar has strengthened
reldive to the Audraian Dollar.
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Company : Cold Storage Supermarkets
Address : 1 Sophia Road, #06-38
Peace Center (Rear Podium)
Singapore 228149
Td : (65) 337-23766
Fax : (65) 333-4032
Target Market : Middle to Upper Income Singaporeans
and Expatriate Consumers
Number of Stores : 21
Key Contacts : Shum Poh Choo
Buying and Marketing Manager

Cold Storage has been in Singapore longer than any other supermarket chain, opening itsfirst storein 1902. It has been
owned by many different companies through the years. Since 1993, the firm has been part of Dairy Farm Internationd.
Inaddition to Cold Storage Supermarkets, Dairy Farm operates Guardian Pharmacies and 7-Eleven Convenience Stores
in Singapore.

At the end of 1997, Cold Storage was operating 20 full-service supermarkets and Jasons Supermarket, a specialty store
that sells primarily gourmet food. Twenty-five stores are planned by the year 2000.

Salesand Market Share

Cold Storage is Singapore's second largest supermarket chain. 1ts share of supermarket saesis estimated at 14 - 16
percent. In 1996, the chain experienced double digit growth, but expects that this may dow in the near future as the
Singapore market becomes increasingly saturated. Buyers from Cold Storage till view the wet markets as strong
competitors to supermarkets, and estimate that 80 percent of consumers sill shop at wet markets.

Target Market

Inthe past, Cold Storagetargeted upper income Singaporeansand the expatriate community. After theacquisitionby Dairy
Farm, the group began to expand rapidly and open storesinthe HDB estates. Their target market was expanded to include
middle income Singaporeans. They tried to satisfy these new customersby reducing their prices, re-eva uating their product
mix, and building a srong image on their "fresh” merchandise.

Now, expatriates only make up 10 percent of Cold Storage's customer base. However, expatriates are ill important to
Cold Storage as they are reported to have more spending power than local customers. The typica age of the customers
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of Cold Storageis 25 - 49 years.
Marketing Strategy

The marketing strategy of Cold Storage reflects its attempts to serve both its old and new customers. Although some of
its new gtores are found in HDB estates, many of its outlets are located in shopping complexes in downtown locations or
private resdentid areas. The chain triesto locate its stores near other businesses and does not operate any stand-alone
stores.

In the recent Business Times survey, Cold Storage was ranked third lowest in its pricing of essentid goods.

The "Fresh Food Peopl€" is the theme that Cold Storage uses to promote its outlets and compete with lower-priced
supermarkets. Thechainfocuseson providing fresh food and quaity goodsand servicesat competitive prices. Itisbelieved
that priceis not as important to consumersif the company adds vaue to the goods it offers.

Because of its merchandisng and promotion efforts, Cold Storage has an excdlent reputation among local consumers for
itsfresh produce. Cold Storage hasjust unveiled anew logo, which features fresh produce in the background. 1t hasaso
just renovated its flagship store at Centerpoint to reinforce its fresh image.

Asinthe case of other supermarkets, Cold Storage relies heavily on print mediafor its promotion program. In-storefairs
are also a commonly used promotiontool. In-store communication isbeing stepped up to provide customerswith product
information. Cold Storage is the first chain to experiment with the use of an in-store media agency, primarily to conduct
al of its sampling activities

Cold Storageis dso attempting to strengthen its position in the market by providing new servicesto customers. Thegroup
is developing away for customers to shop a home using the Internet.

Cold Storage attempits to offer a wider range of products than other chains in Singapore, including Western items.
Consequently, the group isaways|ooking for new products from overseas suppliersand isopento trying theseitems. The
types of items carried in any particular store will vary depending upon its location and target market.

Neverthdess, Cold Storage has started using scanner data to change some of its product lines. To be more efficient, the
group has lowered the number of products stocked to concentrate on the ones with the greatest demand.

A private "no frills' labd, involving gpproximately 150 items, has been added to the merchandise mix of Cold Storagein
recent years. The sdles potentid for thisline is anticipated to be higher than that of other products.

Buying and Distribution

Cold Storage purchases goods from 300 suppliers. The company directly imports some dry goods and produce.
Generdly, buyers prefer to purchase from loca agents, but will buy direct to obtain better margins or unique products.

Direct imports are anticipated to grow to cut costs and improve sarvicelevels. When purchasing direct, Cold Storage will
buy onan F.O.B. (U.S. port) or C.I.F. (Singapore) bass.
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In the next few months, Cold Storage plans to implement a new digtribution sysem.  The system will focus on a flow-
through style warehouse, have a limited amount of space for the traditional warehousing of products, and continue to
encompass direct ddivery for someitems. Cold Storage uses the services of EAC, athird party logistics supplier, inits
digtribution efforts.

New products for Cold Storage pass through a screening committee who look at the following criteria

¢ Doesthe company have a marketing plan to support the product?

¢ Will the product provide a higher return than the one it will replace?

¢ Istheitemin acategory with growth potentia ?
A new product gpplication fee of USD 22 isrequired, and if theitem is selected, anew product fee of USD 610 ischarged.
This fee can be waived if the exporter/supplier offers exclusiveness to Cold Storage and agrees to provide additional
promotiona support.
In the past, the purchase of products for Jason's Supermarket was conducted by a separate buying group in a different
location. This group imported a substantial amount of itsitems direct from the United States and other Western countries.

However, this system has recently been changed and buyers for Jasons will be joining the Cold Storage purchasing staff.

Best Sales Prospects

The economic crisshas not dowed sdesfor Cold Storage. The effects they have noticed are what consumers are buying.
Many customers have moved away from luxury goods towards more basic items.

One of the hottest selling categoriesin Cold Storageis cereals. Best sdles prospectsfor U.S. suppliers are believed to be
convenience foods, snacks, and drinks.
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Company : Shop-N-Save

Address : No. 48, Lorong 21, Geylang #04-01
Ta Thong Building
Singapore 388464

Td : (65) 746-9188

Fax : (65) 746-7861

Target Market : Middle to Low Income

Number of Stores : 19

Key Contacts : FrancisTay
Head of Buying and Merchandising

Shop-N-Save is one of the newer chainsthat hasits sights on over-taking Cold Storage as the second largest supermarket
chain. Thisgroup opened itsfirg storein 1993, and is now operating 19 outlets. Four-to-five additiond storesareinthe
plansfor 1998. The chain wants to operate 36 stores by the year 2000.

The origind name of Shop-N-Save was "Smart Supermarkets’. This name was changed to reflect the group's new
operating format, a 365 day discount store. At present, three stores still carry the Smart Supermarket 1abel, while the
remaining retail under Shop-N-Save.

Two different store formats are operated by the group. Thefirdtistraditiona supermarkets, with an average size of 15,000
square feet and a full range of products. The second is a"Junior Market" format, which encompasses less than 8,000
square feet. Thislatter format carries about half the number of skus of larger stores.

Salesand Market Share

In 1997, the turnover of Shop-N-Save was more than USD 61 million. The group accounted for an estimated 8 - 9
percent of supermarket sales. By the year 2000, Shop and Save hopesto increase its turnover and market shareto USD
214 million and 20 - 25 percent of the market, respectively.

Prospects appear bright for thischain. Sales growth in 1997 was 30 percent and 1998 salesare predicted to increase an
additiond 25 percent. A dight drop in sdlesis projected for existing stores this year, but the sales of new stores are
expected to more than compensatefor thedecrease. Overal, Shop-N-Savehasnot felt much of animpact of the economic
criss.
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Target Market

Shop-N-Save concentrates on attracting shoppersfrom the HDB areas. Sixteen of their stores arelocated in these aress,
with the remaining three in city centers. HDB sores target the middle to low income groups, and shoppers are usudly
between the ages of 30 - 45. City stores target the middie to upper income groups, and shoppers at these stores are
generdly 25 - 35 yearsold.

Marketing Strategy
Shop-N-Save doesnot havethe buying power of some of itscompetitors, thusit isattempting to build an offer to customers
that highlightsits"fresh" products. The chain recently started to open 6 Soresat 7:00 am., to bring in customersthat have
traditionally shopped at wet markets for fresh food. It istoo early to tell how successful this program will be.
Other dements of the Shop-N-Save marketing mix include:

¢ Strong customer service, that extends beyond just having friendly employees,

¢ Convenient store layouts and modern equipment; and

¢ Compstitive prices on groceries with other chains in the same markets.
Shop-N-Save'sadvertisng and promotion program consistslargely of weekly newspaper advertisementsannouncing saes.
I n-store promoations are d so undertaken, including sampling and lucky draws. Inthe past, the chain has conducted country
fairs, but has not been involved in these events lately due to lack of funding.
Asindicated earlier, Shop-N-Save'smerchandise mix emphasi zesfresh fruit. Theday'ssupply ispurchased during thenight
and early morning deliveries are made to the stores. The chain dso carriesasignificant amount of dry groceriesand genera
merchandise items and has developed aline of private labe products.
Buying and Digtribution

At the present time, Shop-N-Saveis part of the traditiond distribution system, which involves 50 - 60 deliveriesfrom loca
agentsto its stores per day. If the chain continues to grow, a centrd distribution system will be considered.

Shop-N-Save isbuying from gpproximately 400 suppliers. Itis purchasing some produce and dry groceriesdirect because
of the price advantage that these shipments offer. Approximately 5 percent of theitemsin their stores are from Western
countries, primarily Australiaandthe U.S.. Neverthel ess, Shop-N-Save hasidentified importsasapossible meansof price
and product differentiation and has shown interest in expanding this part of their business.

Whenworking with overseas companies, buyersof thischain prefer to deal with small and medium-sized companies. They
fed that large manufacturers are too focused onturnover and do not offer good service, because Shop-N-Save does not
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buy in large quantities. The group iswilling to work with consolidatorsiif it will help them to get better service.

New productsare subject to several requirements. Shop-N-Save hasanew product committeethat decideswhat products
will be carried. For aproduct to be eva uated by this committee, it must first pass through the category buyer who decides
if it has enough potentid to be evaluated by the entire committee. One of the things that the committee looks for is the
amount of in-store promotion support that the supplier is willing to offer. A ligting fee is charged if the product is
subsequently selected. Shop-N-Save is dso the only chain that charges for shelf space.
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Company : SOGO

Address : 290 Orchard Road, B1-01
Paragon Shopping Center
Singapore 238859

Td ; (65) 732-7511

Fax : (65) 732-9618

Target Market : Varies Between Stores

Number of Stores : 3

Key Contacts : Ann Shuhler
Supermarket Manager

SOGO is a Jgpanese-owned retail chain, which combines asupermarket and department store operation. The group has
storesthroughout Southeast Asia, but these operatere atively autonomoudy. In Singapore, SOGO hasthreestores. These
indlude one on Orchard Road in the Paragon Shopping Center (SOGO Food Hall), one in Raffles City convention and
shopping complex (Gourmet Fresh), and the remaining store in one of the newer housing estates (Tampines).

Target Market

Each of SOGO's stores has a different target audience. SOGO Food Hall apped's to expatriate consumers and higher
income Singaporeans. The customer base of this store is 60 percent expatriate, with the Jgpanese community accounting
for 20-25 percent of buyers. In contrast, SOGO at Tampinesis targeted at middle income Singgporeans. The dlientele
of Gourmet Fresh fals somewhere between these two extremes. In dl three stores, most customers are women abovethe
age of 35.

Salesand Market Share

No sdes and market share data are available for SOGO. However, it is estimated that this group accounts for less than
5 percent of supermarket saes.

Marketing Strategy

SOGO viewsits small Sze as an opportunity to provide its customerswith aunique mix of productsand services. SOGO
Food Hall encompasses Rigby's, a very upmarket specidty shop with arange of gourmet items. Customersare dso able
to find aunique set of productsin the ddli section of this supermarket. One of the buyersfor this store searches U.S. food
trade magazines and newspaper supplements for new product ideas. She considers the store to be a "trend-setter”, one
which other chainsin the Orchard Road area emulate.
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Nevertheless, the assortment of products differ by store and each store has its own buyers. SOGO Food Hall has a
sgnificant portion of its space dedicated to Japanesefood, while Tampinescarriesmore Asan itemsthat arelikely to apped
to loca consumers.

Areas of emphasisfor all SOGO stores are their fresh produce departments and customer service.

SOGO's promotion program includes newspaper advertisng and direct mal to its Japanese customers. An important
activity isin-gtore fairs, which feature products from a particular country.

Asinthe case of its merchandise mix, SOGO's pricing varies between stores. Pricesin its downtown locations are higher
than those in its housing estate store. The competition is an important consideration in SOGO's pricing decisions due to
the ease with which customers can vidt other supermarkets.

Buying and Digtribution

Purchases are made from 300-400 suppliers by six different buyers, two in each store. Because of itssmdl size, SOGO
buys 85 percent of itsgoodsfrom loca suppliers. Inaddition, SOGO directly importsitemsthat it cannot obtain from loca
sources through its trading arm, Tararone Investments. In most cases, imports are purchased through consolidators.

Buyers make individua decisons as to what new products will be introduced into their stores. There is no gpplication
process for new products and dotting alowances are not charged. As in the case of other supermarkets, however,
cooperétive advertisng and space rental fees apply.

Best Sales Opportunities
SOGO isagood venueto introduce new U.S. items. Thisis particularly true of SOGO Food Hall. Because purchases

are made through consolidatorsin the U.S,, the chain isin aposition to buy reatively smal quantities of new products for
trid. Best sdlesopportunitiesincludefat free and organic food, cheese, noodles, minera water, pretzels, and canned food.
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Company : Prime Supermarkets

Address ; 125 Defu Lane, No. 10
Singapore 539233

T : (65) 282-5349

Fax : (65) 284-9248

Target Market : Middle to Low Income

Number of Stores : 16

Key Contacts : Ms. Loh Bak Choo
Merchandisng Manager

AlongwithNTUC FairPrice, Prime hasbeen one of thelow-price supermarket chainsin Singapore sinceit openedin 1984.
This group has 16 stores located throughout the Idand, 50 percent of which are in HDB estates. Depending on the
availability of locations, Prime wants to open three stores per year in new HDB edtates. Its current store szesrange from
250-1,700 square meters, and average 600 square meters. Merchandise assortments vary by store.

Salesand Market Share

In 1997, Prime's turnover was USD 67 million, which was equal to 6-7 percent of total supermarket sales.

Target Market and Marketing Strategy

Primeistrying to build an appeal to consumersbased on strong fresh produce and perishable foods departmentsand v ue-
for-money. Thechainwantsto project aloca imagethat will attract HDB customersin the middle and low income groups.
Asapart of thiseffort, Prime keeps its prices very close to those of NTUC FairPrice, TOPS, and Shop-N-Save. Itis
developing a housebrand as alow-price aternative to nationa brand names.

Prime's promotiond activities include televison and radio advertisng, newspaper advertisng of specid offers, in-store
promotions, joint promotionswith suppliers, andin-storesampling. Inrecent years, in-store premium programshave helped
to build customer loydty and Prime's vaue-for-money image.

Buying and Distribution
Prime has four buyers who purchase from450 suppliers. Currently, al products are bought from loca distributorsand no

direct import isundertaken. Centra distributionisin place for fresh produce and meat and 200 fast-moving grocery items.
Other goods are still ddivered directly to its stores by suppliers.
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A committeeisin placeto evauate new products. Prime comparesthe sdlesand profit potentia of theseitemsto products
that are currently stocked onthe shelves. New items undergo athree-month trial period. Promotiona support isexpected
during this period and a USD 800 ligting fee is charged.

Best Sales Opportunities

Products that are sdlling well for Prime include soft drinks, canned food, milk powder, and detergents. Among the best
sales prospects for U.S. suppliers are prunes, snacks, and fresh foods.

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #SN8033 Page 36 of 45

Company : Kimisawa Supermarket

Address: : 49 Jdlan Pemimpin, #04-09
APS Indugtrid Building
Singapore 577203

Td : (65) 354-2221

Fax : (65) 727-6597

Target Market : Middle to Upper Income Singaporeans
and Expatriate Consumers

Number of Stores : 1

Key Contacts : Mr. Lim Tay Beng
Merchandisng/Advertisng Manager

Kimisawahas one storein Singapore. It islocated on Orchard Road, in the basement of |setan Department Store. There
are no plansfor additiond storesin the foreseeable future. The focuswill be on upgrading the services, merchandise, and
quality of Kimisawas existing outlet. Kimisawa is Japanese-owned.

Salesand Market Share

Kimisawals turnover for 1997 was nearly USD 26 million.

Target Market and Marketing Strategy

Kimisawais an upmarket, quality store. In thisrespect, it issSmilar to other supermarkets along Orchard Road, such as
Cold Storage, Sogo, and Tanglin Marketplace. Its target audience is largely expatriates, i.e., Audrdians, Italians,
Americans, and particularly Japanese. Kimisawahas 28,000 Japanese members. Officeworkersareanimportant segment
of itsclientele.

The focus of Kimisawas marketing mix is quaity products and customer service. Its prices are competitive with those of
other supermarkets dong Orchard Road. A same-day, home ddivery system has been established for orders over USD
60. Thisincludes delivery of perishable products, which most other supermarkets do not offer.

Kimisawas promotiond activitiescongst largely of mailingsto its Japanese membersand onein-store country fair per year.
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Buying and Digtribution

Purchases are made from 600 different suppliers. Kimisawadoesnot import. Shipmentsof perishableitemsare delivered
to the Store every day, while suppliers of other items ddliver 1-2 times per week, based on need.

Seven department managers make decisons asto which products Kimisawawill buy. Thereare no listing or new account
fees. However, promotional support is requested for new products.
Best Sales Prospects

The management believesthat supermarkets have not been affected asbadly asother retailersby theeconomic criss. Sdes
growth is expected to dow from recent two-digit to one digit expansion.

Best U.S. sales prospects are fresh fruit (oranges, strawberries, grapes, €tc.), ice cream, chocolates, biscuits, and canned
food. Kimisawaisone of the largest sdlers of U.S. beef among supermarketsin Singapore.
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Company : Provison SuppliersEcon-Minimarts
Address : 348 Jdan Boon Lay
Singapore 619529
T : (65) 268-4822
Fax : (65) 266-2606
Target Market : Middle Income
Number of Stores : Supplies 200
Key Contacts : Mdm. LeeLay Chin
Main Buyer

Econ Minimart isavoluntary chain of provison shops that joined together to increase the buying power of their individua
stores and modernize operations. The chain currently consists of about 200 stores. This number is expected to remain
gable over the next few years.

Provisgon Suppliersis a wholesaler that provides support services to shops sdlling under the Econ Minimart name. The
mgor role of thisgroup isto :

¢ make bulk purchases of products for the stores;
¢ provide accessto latest technology and ideas in management, inventory, and financing; and

C organize advertisng and promotiond activities for its members.

Provison Suppliers currently supplies 70 — 80 percent of the products that Econ Minimart stores carry.

Salesand Market Share

Management estimates that Econ Minimart accounts for 10 - 12 percent of dry grocery sdesin Singapore.

Target Audience and Marketing Strategy

Middle income households are the largest cusomers for Econ Minimart. Their stores are located throughout the Idand,
but most arein HDB edtates. Although younger housewives are shopping a Econ Minimart stores, most of their customers
are housawives above the age of 30.

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #SN8033 Page 39 of 45

Econ Minimart shoppers spend small sums of money per visit, about USD 15.

Econ Minimart tries to convey the image of "vaue for money", "afriendly place to shop”, "good customer service’, and a
"pleasant shopping amaosphere’.

Econ Minimart is more of a convenience store than a supermarket operation. The chain does not try to compete with
supermarkets, but hopes to complement the goods that they carry. Econ Minimart's stores serve as a quick way to
purchase one or two items that customers need.

Stores in the chain sal mostly dry goods, but alimited amount of refrigerated space is available. Typicdly, stores carry
2,000 — 3,000 products. Mog itemsare Asan or productsthat will suit Adantastes. Ther fastest moving itemsareedible
oil, rice, beverages, and snacks.

Econ Minimart is positioned somewhat differently than 7 —Eleven. The latter chain carries more goods that are targeted
at young people, i.e. snacks, confectionery, biscuits and more Western items. It isaso open 24 hours. In contrast, Econ
Minimart sdls more staple goods.

Econ Minimart stores are smal and comparable in size to other provison shops. However, the chain offers a better
shopping environment than most of theseshops. Storefixturesand layoutsare moremodern. All storeshave cashregisters
and stores are cleaner and air-conditioned. There are plans to introduce scanning and other inventory management tools
into these outlets.
Econ Minimart's prices are competitive. They tend to be somewhat higher than those of supermarkets, but the chain's
convenient locationshelp to overcomethisdisadvantage. In contrast, the group'sbulk buying practices contribute to |ower
pricing than most provison shops. The chain believes that it's buying and distribution systems also contribute to fresher
products and faster turnover than in traditiona outlets.
Econ Minimart's promotion program congsts largdy of joint promotionswith suppliersand monthly sdleson certainitems.
At the end of each year, the chain sponsors atelevison program to promote the chain and advertise year end sales.
Buying and Distribution
Provision Suppliers purchases from more than 100 suppliers. The group does not engagein direct importing. Most goods
are ddivered to a centra warehouse by suppliers and then distributed by Provison Suppliers to stores as needed.
However, some items move directly from suppliers to Econ Minimart sores.
Provison Suppliers looks at the following when purchasing new products :

¢ good margins,

¢ gtrong promotional support; and

¢ well—known brand names and fast turnover potentials.
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Best Sales Opportunities

Buyers believe that U.S. snack foods have the best sdles potentid in their stores.
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Company : 7-Eleven

Address : No 1. Sophia Road
#06-38 Peace Centre
Singapore 228149

Td : (65) 337-2766

Fax : (65) 333-4018

Target Market : People under 30, Middle to High
Income

Number of Stores : 85

Key Contacts : Robert Tjon
Buying and Marketing Manager

Since opening itsfirst storein 1984, 7—Eleven has expanded rapidly across Singapore. The chain is currently operating
85 stores and hopes to add 10 per year until a saturation point of 120 — 150 storesisreached. In Singapore, Dairy
Farm International holds the franchise for 7-Eleven. Thisis the same company that operates Cold Storage
Supermarkets.

Salesand Market Share

In 1997, the sdles of 7-Eleven exceeded USD 61 million. The market share of the group was estimated at lessthan 5
percent.

Target Audience and Marketing Strategy

Convenience is a key to the success of 7-Eleven. The vast mgjority of its stores are open 24 hours per day. Seventy
percent of its outlets arelocated in HDB areas and others are found in private estates, downtown and residential shopping
complexes, cinemas, hospitas, and other profitable locations. Most stores draw customers from a 1 kilometer areaand
70 percent of shopperswalk to 7-Eleven.

7-Elevenisatempting to develop an imagefor its storesas"afun placeto vist" and aplace where " customers can get what
theywant". Thechain'score customersareyoung, i.e. below the age of 30, and comefrom householdswith above average
income. Approximately 55 — 60 percent are mae and most are adventurous and willing to try new products.

The merchandising strategy of 7-Elevenisto draw peopleinto the storesfor oneitem, then to encourage impul se purchases.
In part, thisis accomplished by offering products that people can rdate to, like Slurpies and Big Gulps, and awide range
of services, such asthe sde of parking coupons, lottery tickets, and phone cards.
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Print, radio, and televison advertisng is used dong with mailers to promote products and activities that are taking place
in the stores.  7-Eleven aso sponsors events and activities to promote name recognition, such as the Singagpore Rugby
Union.

Management believes that prices are perceived to being dightly above those of competitors, but are justified by the long
hours of the chain.

Buying and Distribution

Food products are purchased from 100 different suppliers. The company imports directly from the U.S,, through
consolidators.

A combination of two distribution sysemsisused. Thefird isthe traditional system, where the suppliers ddiver directly
to 7-Eleven stores. A flow-through warehousing system is dso under development. In this system, stores place orders
to headquarters. Headquarters then consolidates orders and places a single order with the suppliers. Goods are then
ddivered to the warehouse and ddliveries are made overnight to stores. This system usually takes 36 hours to complete.
Inthefuture, it is hoped that the system can be modified to alow 3 deliveriesto stores per day, whichissmilar to apractice

occurring in Japan.

Buyers gather weekly to evaluate new products and decideif they will be added to the chain's product list. An application
fee for new items exists and an additiona feeis charged if an item is selected for listing. Because of limited space, new
products have to prove that they are more profitable than the goods that they replaced. Once new products are placed
on the shdlf, they are re-evaluated after a 3-month trial period.

Best Sales Opportunities

Beer, other beverages, and confectionery items are among the fastest moving products in 7-Eleven. The best prospects
for U.S. foods include snacks and confectionery.

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #S\N8033

Page 43 of 45

Company

Address

Td

Fax

Target Market :
Number of Stores

Key Contacts

Carrefour

3 Temasek Boulevard #01-199
Suntec City Mall

Singapore 038983

(65) 333-6868

(65) 333-9869

Mass Market

1

Bernard Rolland
Managing Director

Carrefour opened its doors in October of 1997, becoming Singapore's lone hypermarket. The French-owned outlet
quickly made aname for itsdf with its style of retailing and low-pricing. Carrefour hopes to open an additiona 5 stores

over the next five years.

Carrefour'sfirg storeisin Suntec City, an area of Singgpore that has convention, shopping, and hotel facilities. The
gore hastwo levels. Thefirs leve isdevoted entirely to the sale of food and carries more than 25,000 skus. Bread
and padtries are baked daily in the store. In the study conducted by the Business Times, Carrefour ranked second to

NTUC FairPriceinits pricing of 100 essentid items.
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