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RECENT CONSUMER EVENTS
Ramsey Goodrich, Managing Director

Attending industry trade shows with folks that live and bre#tleg businesses every day is always instructive
and eye-opening. | attended three particularly interestmferences recently and the following are reflections
and take-aways from these recent events:

NYIGF Summer Gift Fair— New York
| attended the New York Gift Show with a friend of mine wiias an exciting in-home gift
NY and stationery company called SoLuxenv.soluxe.coi  While our agendas were slightly
different, our conclusion was totally consistent: there avghit of commodity goods with very
IG F little innovation. There were acres (literally) of versigrushing picture frames, religious
x icons, cheeky gag gifts and plenty of “tchochkes”. | felt likestrfolks looked in the “China
Catalog”, ordered a few items, and are hoping to make mameplume. Generally speaking,
these companies simply reflect today’s consumer whims,heué twas a dearth of unique ideas or truly better
mousetraps. There were a few diamonds in the rough,heydstood out (Tervis Tumblers, Melissa & Doug,
Chalk Talk Sports, etc). These stand-outs and seldatgdr companies will continue to do well, but the
commodity companies will find it difficult to maintain a fitable existence beyond being a life-style business.

The key take away from this show was that innovation is tiiddkereating sustainable and transferable value.
Obviously, it is problematic for buyers, investors and lenderback commodity companies, and therefore
owners and operators need to examine the competitiomaydiifferentiate themselves to create true value.

Natural Products Expo East —Boston

On the other end of the spectrum, | also attended the ExpNBEastl Products Expo withy
several friends from the industry. While there was sigmticaverlap with the Summer NATU HAL
Fancy Food Show, this was much more focused. Dominatéddoy but with a healthy PRODUCTS
dose of supplements, health & beauty aids and environmefrtatigly products, this show
is all about innovative products. As one of the few brightsspotan otherwise dreary
consumer environment, natural, organic, ‘better for you'better for the environment’ EAST
seem to be doing well (even while doing good). Simple ingnesli gluten-free, kid-

friendly and ethnic foods seem to be the core themes this yea

As outlined in the last quarter’s Update “The general #eeof healthy, organic, functional all continue to be in
the forefront of everyone’s mind, but product and packaging arenmitgh to get the attention of consumers, or
investors. There needs to be a strong sense of idanttg passionate message.” This seems to ring trueteven
Expo East, but some companies may have taken the “personal mésedge Many of the smaller exhibitors
are targeting a micro-segment of the market that is itapbto them, but may not have the demand in the marke
or production scalability to grow beyond their niche. It isagrto dominate in a small niche, but both investors
and strategic buyers are looking for “the next big idea.”

M&A East — ACG Philadelphia
Hosted by ACG Philadelphia, M&A East is one of the prenmarger conferences
attracting more than $125 billion in capital and more than In#@ifile market dealmakers.

%\ With speakers like Mitt Romney (former presidential cangidand governor of
? \_l}* Massachusetts, and founder of Bain Capital) and Profegsemy Siegel (from The

Wharton School of Business), it was a very interestingteve

Beyond the high level presentations, there was a renewed afeapmism from most of the attendees, with

private equity investors and lenders leading the way. | libardame theme several times that day “I have bee
focusing on my portfolio for the last 12-18 months, and | thiekhave found solid footing. We are now looking

at new investments again and have a number of deals undefMb®Imarket is coming back.” It is refreshing to

hear that coming from investors across different indssémal across the country.




CMM’ sCONSUMER PRODUCTS UNIVERSE

As of:  9/30/2009
US$ millions
Market Information LTM Financials Operating Margins Enterprise Value to LTM
Ticker Company Share Price TEV Revenue EBITDA LTM Growth _ Gross EBITDA Revenue EBITDA

Packaged Goods - Large Cap

PG Procter & Gamble Co. $57.92 $202,584 $79,029 $19,205 3.3% 50.8% 24.3%
JINJ Johnson & Johnson $60.89 $167,943 $61,368 $18,969 5%-3. 70.9% 30.9%
OR L'Oreal SA $99.36 $63,297 $24,763 $4,645 2.7% 69.6% %8.8
CL Colgate-Palmolive Co. $76.28 $41,226 $14,900 $3,640 3%0. 57.2% 24.4%
KMB Kimberly-Clark Corporation $58.98 $31,046 $18,816 ,560 -2.0% 32.0% 18.6%
AVP Avon Products Inc. $33.96 $15,974 $10,102 $1,323 %.3 62.6% 13.1%
EL Estee Lauder Companies Inc. $37.08 $7,875 $7,324 $819 -7.4% 74.4% 11.2%

Mean $60.64 $75,706 $30,900 $7,443 -2.6%  59.6% 20.2%
Median $58.98 $41,226 $18,816 $3,640 -3.3% 62.6% 18.8%

Packaged Goods - Mid & Small Cap

ACV Alberto-Culver Co. $27.68 $2,313 $1,435 $212 84.1 14.8%
CHTT Chattem Inc. $66.41 $1,645 $459 $157 69.5% 34.2%
REV Revion, Inc. $4.86 $1,506 $1,294 $157 62.5% 12.1%
NUS Nu Skin Enterprises Inc. $18.53 $1,210 $1,247 $164 81.6% 13.2%
BARE  Bare Escentuals, Inc. $11.89 $1,230 $534 $164 2.7% 30.8%
RDEN  Elizabeth Arden, Inc. $11.77 $656 $1,070 $44 990 4.2%
FACE  Physicians Formula Holdings Inc. $2.80 $59 $90 $7 52.1% 8.0%
TSC Stephan Co. $2.53 $3 $19 $1 46.9% 5.3%

Mean $18.31 $1,078 $768 $113 59.7% 15.3%
Median $11.83 $1,220 $802 $157 57.3% 12.7%

Household Products

CLX Clorox Corporation $58.82 $11,139 $5,450 $1,227 3.4% 22.5%
ENR Energizer Holdings Inc. $66.34 $7,017 $4,044 $841 . 47.5% 20.8%
CHD Church & Dwight Co. Inc. $56.74 $4,482 $2,480 $468 . 42.7% 18.9%
PBH Prestige Brands Holdings Inc. $7.04 $677 $312 $91 52.1% 29.2%
HELE Helen of Troy Limited $19.43 $759 $630 $85 20.4 13.5%
WDFC WD-40 Co. $28.40 $465 $291 $44 47.7% 15.1%
LCUT Lifetime Brands, Inc. $5.71 $192 $473 $17 36.6% 3.7%

Mean $34.64 $3,533 $1,954 $396 44.3% 17.7%
Median $28.40 $759 $630 $91 43.4% 18.9%

Other Consumer Products

NWL Newell Rubbermaid Inc. $15.69 $6,970 $5,920 $777 110. 33.6% 13.1%
JAH Jarden Corp. $28.07 $4,591 $5,215 $600 -2.8% 27.7% %1.5
SMG The Scotts Miracle-Gro Co. $42.95 $3,795 $3,102 $368 5.3% 34.4% 11.9%
TUP Tupperware Brands Corporation $39.92 $2,904 $2,022 2893% -6.3% 65.2% 14.3%
CENT Central Garden & Pet Co. $11.75 $1,193 $1,665 $153 1.6% 31.5% 9.2%
AYI Acuity Brands, Inc. $32.21 $1,654 $1,657 $216 -18.2% 8.3% 13.0%
TSX:DILk Dorel Industries Inc. $27.40 $1,351 $2,108 $165 2.9% 93.7 7.8%
LANC  Lancaster Colony Corp. $51.27 $1,402 $1,051 $153 %7.2 20.5% 14.6%
LYBI Libbey Inc. $3.85 $577 $754 $57 -10.5% 13.6% 7.6%
BTH Blyth, Inc. $38.73 $341 $978 $61 -14.7% 54.7% 6.2%
ESS] CSS Industries Inc. $19.77 $236 $481 $42 -4.9% 25.8% 8%8.
RUS Raven Russia Ltd. $0.63 $832 $84 $15 50.7% 59.6% 17.8%
SUMR  Summer Infant, Inc. $4.96 $112 $143 $12 33.7% 34.8% 5%8.
CRWS  Crown Crafts Inc. $2.75 $31 $85 $9 7.7% 21.6% 11.1%

Mean $22.85 $1,856 $1,805 $208 2.7% 34.6% 11.1%
Median $23.59 $1,272 $1,354 $153 -2.2% 32.6% 11.3%

Outdoor & Sports

NKE Nike Inc. $64.70 $28,355 $18,542 $2,767 -4.4% 44.5% ov4.
DB:ADS Adidas AG $53.13 $14,052 $14,987 $1,249 1.8% 46.5% 398

FO Fortune Brands Inc. $42.98 $11,001 $6,382 $1,082 %7.6 43.1% 16.9%
HLSE:AN Amer Sports Corp. $8.66 $1,412 $2,199 $82 -2.5% 39.7% 3.7%
ZQK Quiksilver Inc. $2.75 $1,274 $2,046 $183 -8.9% 47.2% 09%.

BC Brunswick Corp. $11.98 $1,406 $3,330 -$52 -40.5% 138% 1.6%
COLM  Columbia Sportswear Company $41.16 $1,078 $1,259 4731 -7.3% 42.6% 11.7%
ELY Callaway Golf Co. $7.61 $478 $959 $33 -16.1% 39.6% 3.5%
HEAD Head NV $0.83 $223 $452 $28 0.9% 38.3% 6.2%
RBI Sport Supply Group, Inc $10.19 $145 $250 $24 -0.5% 8%5. 9.5%
JOUT  Johnson Outdoors Inc. $9.00 $110 $373 $14 -12.5% B7.2 3.7%
NLS Nautilus Inc. $1.70 $44 $319 -$21 -34.5% 38.8% -6.7%
ADGF  Adams Golf Inc. $3.25 $24 $77 -$8 -21.2% 30.4% -10.4%

Mean $19.84 $4,585 $3,937 $425 -12.6% 38.3% 5.3%
Median $9.00 $1,078 $1,259 $33 -8.9% 39.6% 6.2%
Source: CapitallQ




RECENT SELECTED M&A IN THE HBA INDUSTRY

Implied Target LTM Financials Implied Enterprise Val ue/
Date Buyer Target Value Revenue EBITDA Revenue EBITDA
9/25/2009 Unilever plc (LSE:ULVR) Sara Lee Corp., Global Body Care and European | $1,877 $1,104 $188 1.7x 10.0x
9/24/2009 LUJC International, LLC Randall International, LP (Radnor Capital Corpara - - - - -
9/2/2009 Intendis GmbH SkinMedica Pharmaceuticals, Desonate & NeoBe - - -
8/18/2009 Ryan Drexler Nutraceutical InternationahC¢NasdaqGS:NUTR) 29
8/14/2009 Biopelle, Inc. PRESCRIBEDSsolutions, LLC - - -
7/16/2009 Global General Technologies Inc. Collagekin Care Products, Inc.
7/14/2009 Contec, Inc. Milliken & Co., Anticon ProdadNiping Cloth
7/13/2009 Catterton Partners; Highland Capital Steitih-SD (Klein-Becker USA, LLC)
7/2/2009 Hamco, Inc. Neat Solutions, Inc.
7/1/2009  Raining Rose, Inc. Wisconsin Pharmacal / Promotional Products Div
6/16/2009 Procter & Gamble Co. (NYSE:PG) ZIRH HoldingLC
6/5/2009 Genomma Lab Internacional Caswell-Masslgkey Club Brand
6/2/2009 Realm Energy International Corporation S&h®iology, Inc.
6/1/2009  Procter & Gamble Co. (NYSE:PG) The Art od8hg, LLC (Capital Resource Partners)
5/13/2009 Hygafem Inc. Cannon Hygiene, Georgia amhdssee Divisions
5/10/2009 Energizer Holdings Inc. (NYSE:ENR) S. C. Johnson/ Edge and Skintimate Shave Prema
5/5/2009  General Electric Capital Corp. Aphrodite @esic Holdings Inc.
4/30/2009 Management D'vine Inc., Vinotherapie Prodire
4/29/2009 Brown Beauty Care, Inc. Nutress Labs Inc.
4/22/2009 Wellness Systems LLC Sundari LLC (Maricd)Lt
4/21/2009 MT Industries, Inc. Mystic Tan, Inc.
4/20/2009 Patriarch Partners, LLC Stila Corp. (Wacd®IT Group)
4/20/2009 Jamaica Jim, Inc. (OTCBB:JJIM) Jamaica Jim, Inc. Prior to Reverse Merger with nt
3/31/2009 St. Cloud Capital, Rustic Canyon/Font Johnson Products Co., Inc.(Proctor & Gamble)
3/27/2009 Castanea Partners, Inc. Urban Decay CossnétiC (Falic Group)
3/26/2009 - Poshe USALLC
2/20/2009 FMC Corp. (NYSE:FMC) Waterbury Companies, CB Professional Products
2/6/2009  Levine Leichtman Capital Partners PacificrlW€&orporation
1/28/2009 Grand Brands LLC Ascendia Brands, Inc.deafProduct Line
1/22/2009 Lansinoh Laboratories, Inc. Puronyx, IBogthies Gel Pad Line
1/19/2009 CPL Aromas Inc. Hagelin & Company, Incadfance Business
1/1/2009 - Avacor Products LLC

US$ Millions

Source: CapitallQ

CARTER MORSE & MATHIAS ANNOUNCESBOARD OF ADVISORS

CMM announced the formation of a Board of Advisarensisting of eight promine
business professionals. The Board of Advisors wtlengthen CMM as a leadi
independent investment banking firm for middle near&ompanies in the Northeast.

Advisory Board members are well known corporatecaiiges and thought leaders i
number of industries that are important to CMM'eerdls. CMM'’s consumer team
particularly honored to havEugene Dunkin, Jr. join our Advisory Board as a Sen
Advisor.

Gene is a proven leader of brand driven consum&inésses with Fortune 500 compa

as well as with smaller, early stage enterprisesrédtly working as a consultant to sev

consumer package goods companies, he spent oyaat$ with Godiva Chocolatier, In

a division of Campbell Soup Company in a serieske§ functional and gene

management positions, playing a major role in iasieg Godiva worldwide sales by 475% to over $4%5i0am.
He was President of Godiva North America, and wasged with revitalizing the business that had lgstied
post 9/11. Prior to that he had been Presidenefeal Manager of Godiva International with fubpensibility
Godiva businesses in Europe, Japan and the PaamirSVP of Global Sales & Marketing.

Prior to his tenure with Godiva, Mr. Dunkin was oitector of Marketing for Citicorp P.O.S. Informati
Services, an early stage start-up marketing infomaservices venture targeting the top 100 CPGpzonies. He
has also been Director of Sales, Market Developragct Administration for Cuisinarts, Inc, a $60-ioitl
premium consumer small appliance business. Hisieeachreer included marketing and sales manage
positions with Colgate-Palmolive, Johnson & Johnand Cheeseborough Ponds.




HBA RATIONALIZATION —NOW WHAT ?

Rationalization. There it is, out in the open. It may be four letter word, but at times is seems likbaugd be.

Over the past year, we have witnessed a growing trendiohabization in the Health and Beauty Aids (HBA)
space where companies are losing significant shelf spaemid®of both “vendor rationalization” and “SKU
rationalization”. Rationalization is not discriminatinge have witnessed rationalization with companies with
less than a million dollars in revenue as well as thioaehave nearly a billion dollars in revenue. In bosgesa
HBA suppliers are losing significant shelf space and arenfdo scramble to recover.

In this age of consumer skepticism it stands to reasonrétatlers are looking for proven winners. They are
looking for a set of core, high performing (both margin aetbcity) products and brands that will draw in
consumers and hopefully get them to open up their walkgsusing on these high-performers, generally offered
by larger companies who have the marketing budgets to support kewuing marketing programs, carries less
risk, is much easier to manage and has large effi@genir retailers. For example, in its recent earnings
presentation, Walgreens announced that it lowered italbweventory investment by $400 million and that in-
store inventory was down 11% through its aggressive categanagement initiatives. It is certainly more
logical than investing in smaller, unproven brands withtéchimarketing budgets.

There are two real winners within this scenario: 1) |&8& suppliers who are being awarded more facings for
their highest producing brands, albeit with fewer SKUg| 2nprivate label producers who are creating store
brands at lower price points. The trend toward store-bsamdtitution of low performing branded items is
accelerating. For example, CVS is committed to launcBdfynew store-brand items per year store wide. Our
data indicate that 15-20% of these store brand product lavachesthe HBA category.

Most retailers seem to be keeping two national bramdkegp each other honest) and a private label brand (td
offer a lower cost alternative that provides higher mardin the retailer). Those caught in the middle are the
traditional middle market providers who are typically the thirdourth brand in a category. No longer should

these smaller companies be focusing on gaining more she#,dmaaather making their precious few inches be
as productive as possible.

On the flip side, we recently met with a group thaargéting the slowest moving and/or concentrated categorie
in a particular channel and attacking the incumbent brafidss strategy can be successful as the new-come
only needs to out-perform one or two under-performing incutstienbecome the dominant brand in that niche
category. This can be a great way to gain inghate, create a strong brand identity and grow the busuess

in today’s challenging environment.

Even if smaller companies are lucky enough to maintain spei€e, the other pressing issue (especially in thg
drug channel), is holdbacks. We have been in talks withrtecydar HBA company that is growing rapidly (up
nearly 300% in 2009), and is gaining share every day. Howeseg result of their size, one retailer has
implemented a large holdback against their on-shelf invemarase they need to return it. It is a Catch 22 — the
company wants to expand and put more inventory on the shelf, ibabis, the retailer holds 50% of the value
of that inventory against any AR balances. Histolycdloldbacks were standard practice for retailers tryung
protect themselves against declining brands with chargebdisksunts, allowances, etc, but we have rarely see
significant holdbacks for growth companies. Consequenttgilees are inadvertently forcing consolidation,
usually to strategic CPG companies, because of the draioming capital and inability to raise external capital
in this hostile credit/capital environment.

So, what does it all mean for those exploring transag®ioRor companies losing shelf-space, their value may bg
irreparably harmed. Financial investors will not be lyeas interested in backing them and even strategic buyers
are skeptical of their ability to regain share. Itlsarly a challenging time for HBA vendors. The industily
continue to be in flux as strategic buyers are looking to psechigh performing brands while they continue to
divest underperforming brands. At the same time financiaktove look for the next big idea.




EcoNnomMIC DATA — THE CONSUMER PERSPECTIVE

On the down side, unemployment remains high at nearly 10%, wdilictontinue to put pressure on consumer
spending. However, there has been a marked rebound in cansamfidence since the first half of the year, but
certainly not nearly as high as the heady days of a coupteans ago. With the CPI in check (up 0.2%) and
inflation remaining low (1.5%), the consumer will most lkbe back in the game relatively soon.

Monthly Unemployment Monthly Consumer Confidence

EcoNnoMIC DATA — THE COMPANY PERSPECTIVE

Companies have continued to manage their balance sheetswitbllinventory levels continuing to fall.
However, companies will need to start shifting their focus feost savings and balance sheet management bac
to revenue growth, which should lead to higher inventory levélse good news is that leading indicators are
continuing to rebound nicely, but as an economy that is sendept on the consumer, we need consumers tq
catch up to these expectations before we see reabtracthe markets.

Monthly Inventory Levels Monthly Index of Leading Indicators

United States - Monthly Inventories United States - Monthly Index of Leading Indicators

94.00

S S ST S

P s‘sq %\"‘vﬂ\s@?”\Qw‘aG“%‘so&?sQ@v"@@f

Stalas - . -
B Unitsd Statea - Worthly Inventcries Simple Growth Rate B United States - Monthly Index of Leading Indicators - Simple Growth Rate




RECENT CMM CONSUMER ENGAGEMENTS

Client Name Description Our Role

Manufacturer of skin care, feminine
hygiene, first aid, oral hygiene, baby,
care and cosmetic products that are sol
to major pharmacy retailers

Advised on the sale of the generic RX
&Iivision to a VersaPharm Inc. a portfoli
company of Tailwind Capital Partners

Rapidly growing natural lifestyle Multiple engagements over several yea
company that produces a wide range ohdvising management on strategic optiq
healthy foods, including granola, oatmeal financing alternatives and the ultimate
and hot and cold cereals sale of the Company to Kellogg’s

o Designer, formulator and marketer of Advised on the strategic sale of the
V1 M F’g N E hair treatments, styling and care productBusiness to Zotos International, a divisi
OLUTIONS for the mass market of Shiseido Company Ltd.

Manufacturer and marketer of nationally Provided financial advisory services
branded personal and healthcare small related to the acquisition of a high-end
appliances hair care product line

Subsidiary of Campbell’s Soup, provides
a wide array of branded cookies,
crackers, frozen meals and fresh bakery
products

Provided strategic assessment and
outlined strategic options for market
expansion opportunities

Marketer and distributor of watch
batteries and related supplies to the
jewelry trade

Advised on its sale to the PE group
Waveland Investments

Design and sourcing expert for private- Negotiated an agreement with a seniq
label gloves for the most respected  lender and providing ongoing financial
names in the outdoor industry advisory services

Advised on the sale of Judel Products,
premium hand-blown crystal company
and multiple other assignments

Leading jewelry and luxury products
retailer

Life-style brand and multi-channel
retailer of patented alternative furniture  Advising on the recapitalization and
CONFIDENTIAL products owned by two private equity sourcing of growth equity capital.
groups




Located in Southport, Connecticut, Carter Morse & NMeths a boutique investment-banking firm founded in
1987 that provides the highest quality corporate finance agivimwices to outstanding entrepreneurial and
middle-market companies. CMM provides a full range of investrnanking services, including raising capital,
sell-side advisory, buy-side advisory, valuation as weliaseral financial advisory services. For more than 23
years, CMM professionals have helped hundreds of middi&ehbusiness owners to conceive, initiate, structure
and close M&A and capital transactions.

For more information, please contact:

CMM Consumer Team

Ramsey Goodrich Managing Director 203-254-3333 x229 rgoodrich@ carssricam
Michael Carter Managing Director 203-254-3333 x222 mcarter @oaotee.com
Gene Dunkin Senior Advisor 203-254-3333 gdunkin@cartermorse.com

CMM Professionals

Frank Morse Managing Director 203-254-3333 x223 frank@carteencanrs
Gary Mathias Managing Director 203-254-3333 x300 gary@carteencors
Martin Magida Managing Director 203-254-3333 x231 mmagida@ caotse.com

Sandy Dakofsky Managing Director 203-254-3333 x224 sandy@carternaonse.c

167 Old Post Road, Southport, Connecticut 06890-1301
Main (203) 254-3333 Fax (203) 256-7753
WWW.cartermorse.com




