ANNUAL REPORT STATE OF THE INDUSTRY

(a0 n)

A year of

continued

recovery

The vending and micro market industry jumps
12% in total revenue, representing almost
89% of 2019’s benchmark high.

By Molly Rogers, Managing Editor

Industry revenue in billions
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REVENUE %OF2022 | PROJECTED  %OF 2022
SIZE RANGE OPERATORS 2022 SALES SALES
Small under S1IM 57% 1.350B 6.20%
Medium $1IM - $4.9M 31% 4.700B 21.70%
Large $5M - $9.9M 6% 4.661B 21.50%
Extra large S10M + 6% 10.989B 50.60%
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CHART 1B:

Micro market
2-year review
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s the convenience services
industry continues to make a
comeback — with workers
returning to the office and a
boost in workplace refreshments —
vending and micro market sales also
climbed in 2022 with a 12% increase
over the previous year’s revenue.

Sales in the unattended retail
channel totaled $21.7 billion in
2022, compared with $19.4 billion
in 2021, which was a year of rapid
recovery since 2020, the first
year of the COVID-19 pandemic
when vending and workplace
refreshments took its biggest hit
due to months-long lockdowns.

While the vending industry’s
revenue was expected to return to
pre-pandemic levels, 2022 shows a
steady pace of recovery, representing
almost 89% of 2019’s benchmark
revenue high of $22.2 billion, after
falling 45% in 2020.

For 2022, sales remained $2.5
billion below 2019’s pre-COVID
mark. But vending and micro
market operators have found ways
to better adapt to the challenges of
rising inflation and supply chain
disruptions, as well as the trend of
hybrid work — a blended, post-
pandemic model of in-office and
remote workers. Operators looked
for solutions and partnerships with
business owners with the goal of
attracting employees and giving
them reasons to want to come into
the office.

Pairing new ideas to meet
customer demands with continued
price increases offered some relief,
but operators still felt the impact of
labor shortages and lingering supply
chain problems in the vending and
micro market segment — continuing
to struggle to procure common
confections and beverage products
that were once abundant.
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CHART 3A:
Machines by location
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CHART 3C:
Micro markets by location
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CHART 3B:

Number of

locations served
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CHART 3D:
Number of micro market
locations served
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Percentage of each type that makes up placed Average shrinkage rate in micro markets, as a %
vending machines 2019 2020 2021 2022

@ Cold beverage 0% 3.4% 5.2% 2.0%
Glassfront 1% 6.9 0.5 7.0
o Refrigerated 2% 13.8 S.3 8.0
food 3% 13.8 37.0 22.0
@ Hot beverage 4% 10.3 21.0 30.0
@ Frozenonly 5% 13.8 10.4 13.0
6% 13.8 5.2 11.0
>7% 20.7 10.5 6.0
ldon't 35 4.9 1.0
know

.(q Grgls Most common loss prevention techniques, as a %
™ 2020 2021 2022
Regular market 63% 67%
£ inventory
/,’\ Hired loss prevention 5 16
f . employee
g Working with a loss- 16 11
prevention consultant
Screens showing 58 75
Active micro market locations canceled orders
30,385 Signage about theft in 69 60

16,094 25,750 micro market area
23,681 533 13,746 Camera feed displayed 63 55
17806 above kiosk
12,761 . . .
8.616 Estimated total vending machines
2,103,473 1,740,604
in 2017 in 2020

2014 2015 2016 2017 2018 2018 2020 2021 2022

2,084,500 1,971,600
in 2018 in 2021
Smallest location where a micro market is currently placed 2 175.756 2.059612
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CHART 5A: .
Acquired or divested business CcHART sA: Technology rankings, averaged

@ 2017 @2018 ©®2019 @2020 2021 O 2022 ® Great Investment - RO
® Don'tuse it/like it

Cashless
payment [P
Neither
acquired
nor
divested

Prekitting

Vending
Management
System

Remote
monitoring

Warehouse
pick to light

Acquired system

LED lights

QR code
on machine

Video
screens

0%

of survey participants said
90%-100% of their machines
were equipped to accept cashless
payments in 2022.

Both
acquired
and
divested

Divested

6% of survey participants said they had
no cashless-enabled machines in 2022.

CHART 6B:
Vending data collection trends
@ Telemeter or cashless device remotely/using the cloud CHART 6C:
@ Manual process (such as paper and pencil) on location vending management SVStems
@ Handheld device on location @ UseaVMS
Smartphone or tablet (Apple or Android) on location @ Don'tuse a VMS
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Vended share of sales by product category
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However, 2022’s low unemployment rate in the U.S.
signals room for at-work employee population growth in the
coming years.

PRODUCT CATEGORIES
Because vending and micro market operators provide
reliable services to workplaces, product categories showed
another year of improvements in 2022.
Combined vending machine and micro market revenue

gains were:

« Healthy items (including plant-based) up 40%.

« Food (sandwiches, salads, entrées) up 35%.

« Snacks (salted, bars, mixes, etc.) up 27%.

« Packaged cold drinks up 15%.

« Candy (chocolate and non-chocolate) up 14%.

« Confections (pastries, cookies, etc.) up 14%.

o Ice cream/frozen items up 25%.

« Hot drinks (vended coffee, tea, cocoa, etc.) up 9%.

« Miscellaneous (other) items up 7%.

Packaged cold beverages continued to hold the highest
rank among the convenience product categories last year,
generating 23% of revenue, or $4.1 billion.

Dynamic categories including packaged snacks,
confections and candy jointly constituted the largest
market share of convenience service. In 2022, items in
these categories led the way in dollar volume, representing
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Micro market share of sales by product category
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Share of sales by service category, combined services

2020 2021 2022
Vending 49.7% 59.0%
Micro Markets 14.6 20.0
OoCs 7.0 9.1
Water service 2.5 2.0
Other 8.5 1.3
Pantry service 3.1 2.0
Bulk vending 3.1 0.4
Manual 3.1 3.2
foodservice
Music 2.5 1.0
Games 2.9 1.1
Janitorial 3.0 0.9
Supplies

41.5% of all sales through vending machines and 36.5%
of all sales in micro markets, or $5.5 billion and $1.5
billion, respectively.

For the healthy product category including plant-
based products, sales in the combined vended and micro
market segment increased from $1.8 billion to $2 billion.

Ice cream and frozen products also saw an increase
in 2022, from $0.3 billion to $0.6 billion in revenue for
combined vended and micro market segments.

FROM VENDING TO MICRO MARKETS

Last year, U.S. operators had an estimated 2.05 million
vending machines on location, an increase of 4.5%

from 2021. Operators shared that some of their vending
locations were converted to micro markets during 2022
due to more office re-openings. This shift can be seen in
the growth of estimated active micro market locations in
2022 to 30,385, up 18% compared with 25,750 installed
markets the prior year.



CHART 8:
Projected sales by category, in billions

VENDING MICRO MARKET
PRODUCTS PRODUCTS 2022 | SERVICES

Vended ice cream/ Micro market $0.1(B) Vending 7.79%

frozen ice cream/frozen

Vended food Micro market food 0.7 Micro markets 24.24

Vended candy Micro market candy 0.5 OCS 20.00

Vended hot beverages Micro market 0.2 Water service 12.50

hot beverages

Vended healthy Micro market healthy 04 Other 0.00

Vended confections Micro market confections 04 Pantry service 12.50

Vended snacks Micro market snacks 0.6 Bulk vending -10.00

Vended cold Micro market 0.9 Manual food- 0.00

beverages cold beverages service

Vended other Micro market other 0.2 Music 0.00
Games 25.00

Methodology Janitorial 0.00
supplies

Data in Automatic Merchandiser’s State of the Industry report are compiled
from a survey sent to operators in the spring. It collects responses from
vending and micro market providers, as well as snack and soda operations.
The State of the Industry report looks at performance results in major

product categories.

Manufacturing locations
increased 7.5% from the previous
year, and office locations increased
4.5%. Micro market locations at
hotel/motels also jumped in 2022.
Manufacturing and office locations
combined continue to represent
more than half of the convenience
services demographic.

A shift to smaller micro markets
was also evident in 2022, with an
increase in the number of micro
markets placed in locations with 100
or fewer employees.

OPERATION SNAPSHOT
Most of this year’s survey participants
defined their businesses as full-
line operations providing vending
machines, micro markets and office
coffee service. About 5% were
traditional full-line
vending operations
without micro
markets, while

A\

about 8% operate
micro markets
only. About 11%
said they were
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bottlers. Most of this year’s survey
participants (74%) said they operated
between one and 10 routes.

Almost half of all operators were
involved in acquiring or divesting
routes or parts of their operation.
And most vendors said their cold
drink machines, ranging from
between 5% and 100%, were supplied
by a bottler.

About 74% of operators said the
number of combined vending and
micro market locations they served in
2022 increased.

SOLUTIONS IN TECHNOLOGY
Nearly 80% of operators are
embracing technology for vending
and micro markets. Almost 80%
said cashless payment devices

are a great investment; 62% and
53% said prekitting and vending
management systems, respectively,
said they are also great investments.
The number of operators who use a
VMS increased from 61.5% last year
to 77% in 2022. More operators are
also using solutions for remote data
collection (47%).
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Operators said they were able to
streamline their business better with
the use of technology, contributing to
the growth of their 2022 sales.

Looking beyond the pandemic,
vending and micro market operators
have found ways to restructure their
operations to adapt to ever-changing
market conditions and workplace
environments and will continue to
do so. Embracing new tools that
help meet their customers’ demands,
streamline operations and set
themselves apart from the competition
by bringing more value all contribute
to the continued recovery for the
convenience services industry. =



