Loyalty Analytics

Product Affinities analysis

The purpose of this job aid isto show the analysis NielsenlQ uses to discover the interaction between
products when they are bought together in one shopping trip; essentially, a basket composition analysis.
This analysis helps you learn how likely your customers are to purchase specific product groups, brands,
flavors or pack sizes with your target products together in one shopping trip.

What are customers purchasing in one basket

The Product Affinities analysis provides insights into what customers purchase together in a shopping
trip; for example, how they are composing specific meals or fulfilling a larger weekly shopping trip.
Essentially, it provides a weighted score to identify the products most commonly bought together. This
ensures you uncover the highest correlating products and not just a list of the most frequently purchased
products.

The Product Affinities analysis has multiple use cases. The most common use case is discovering a
customer’s basket size when two products are bought together, proving the combination is building
bigger baskets or more premium priced baskets.

Answer critical business questions

m  What are the products most likely to be bought together in one basket?

] How many customers are buying my competitors products together with my own during a
specific time period?

n Which products should | consider for a cross category promotion?

n Are there geographical or demographical differences between product affinities?

Key benefits
n Gain knowledge of the basket composition in different geographical or customer profile scenarios.
n Shows what products have potential to cross merchandise or cross promote.
" Determine what specific customer groups are purchasing together with your products.
" Determine if a specific product combination is contributing to HALO effects for the retailer.

n Prove specific product combinations are valuable for both the retailer and the manufacturer.
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Setup your Product Affinities analysis
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1. Click on All Report Templates at the top right of the landing page to see an expanded view of all
available Report Templates.

2. Click the Consumer Insights tab.

3. Click the Product Affinities card to open the template.
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Select the data required for your report

Dataselector - Product Affinities

n Products E Periods H Stores Member/Basket H Sample Size

E Product Affinity m Products Hierarchies

1. Products: Select the product grouping you want to analyze the affinity for; choose the product
groupings either from the hierarchy or alternatively use Sum and Group By to select a
combination of product characteristics.

a. Product Affinity: Select the comparison products in this sub-dimension. Note: these are
the products you want to compare your target product with.

b. Products: Select your target or subject products in this dimension.
2. Periods: Select any time period you are interested in.
3. Stores: Select any store group for this report.
4. Member/Basket: Select any value you are interested in.

5. Sample Size: Run the report on 10% or 100%.

Tip: Choose 10% to speed up the report. Once you have the data needed, rerun on 100% if

required.

Tips & watchouts

" Look for products with a high affinity score; sort the affinity score column by clicking the fact label.
The fact takes into account both the Affinity Lift Index and the Basket Penetration and naturally
lowers the importance of products bought with high frequency.

m  When running a Product Affinities report, avoid selecting the target product category in the
comparison product section (if possible). This could skew the Affinity Index and score towards each
other in the output.

] If there is a need to run multiple subjects products, select up to a maximum of five.
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Data and fact definitions (P1)
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1. % Subject Product Baskets Containing Comparison Product: % of target product tickets which
also contain the comparison product; for example 14.9% of tickets containing Laundry detergent
are also containing Paper Products.

2. % All Baskets Containing Comparison Product: % Of all tickets bought in the selected, Store,
Customer Segment, Period combination containing the comparison product; for example 2.6% of
all tickets contain Paper Products.

3. Affinity Lift Index: Index of Fact 1vs Fact 2; in this example (14.9%/2.6%) X 100=580.2*

4. Affinity Score: Statistical score which combines the ticket penetration of the comparison product
with the lift index. An simplified example calculation is provided in the next section.

5. Value of Baskets Containing both Products:Total Spend on all items in a ticket when both
Target and Comparison product were in the basket; For example the average total spend on a
ticket containing both Laundry detergent and Paper products was 33.25.*

6. Value of Baskets Containing Comparison Products:Total Spend on all items in a ticket when
only the Comparison product was in the basket; For example the average total spend on a ticket
containing laundry detergent was 17.45.*

7. Spend Index: Basket Sales Affinity Index, Index of Fact 5 vs Fact 6 compared to the collective
Spend Index; in this example, (33.25/17.45)/277.9 X 10000= 68.6**.

*Note: all numerical values are rounded for front end user experience. The Index displayed is based on the
unrounded backend numbers; on 11 decimals.

**The total line on the report isalways the bottom line. Scroll down to the bottom of your Affinities report
to see the total.
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The Product Affinity Score

Nielsen Answers

Home WNyConmtent WMarketiformetsion My Tool Leaming Tools Workspeoes  Admin

- Product Al W[ ot store | 01001 Pet | Q 201902 - WE 060710 | Al Households | 10% Sample
Data Selections > n 7 >
Stores s
Basket KPI Table -
v 01001 Pot Product Afiniies v 01001 Pet Basket Visluo KPTs
MemberBaskats Section Code & Desc ~ St - AJ Bastnts Ve of Vi of
Coreareg Proauct Bosh Procucts Comganeon
Subject Product Qo
o X
©
(4]
° X
L+
L+
[+]
©
[ sucroun JRAE
W Netenzg

Affinity score calculation

Given subject product S and comparison product C:

(((# of baskets with S & C X # of baskets with no S & no C) - (# of baskets with S no C X # of baskets with
C no S))/SQRT(# of baskets with S X # of baskets with C X # of baskets with no S X # of baskets with no

C)) X100

Fact illustration

# of baskets

Laundry & Paper Products (S & C) 1,672,388
No Laundry or Paper Products (No S & no C) 681,970,383
Laundry, No Paper Products (S no C) 9,240,287
Paper Products, No Laundry (C no S) 24,319,267
Laundry (S) 10,858,131
Paper Products (C) 25,937,111
No Laundry (No S) 679,843,097
No Paper Products (No C) 669,276,121

Affinity score = (1,672,388 X 681,970,383) - (9,270,287 X 24,319,267))/SQRT(10,858,131 X 25,937,111 X

679,843,097 X 669,276,121)) X 100
Affinity score = 8.10805
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Data and fact definitions (P2)
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Subject Product Average Price when Comparison Product purchased: Average price of the
subject product when both products were purchased on the same ticket; In this example laundry
detergents and Paper Products; 3.92

Subject Product Average Price Overall: Overall average product spend per basket of the subject
product (on all tickets); In this example laundry detergent; 3.68

Spend Index: Index of Fact 1vs Fact 2; (3.92/3.68) X 100=106.5*

Comparison Product Average Price when Subject Product Purchased: Average price of the
comparison product when both products were purchased on the same ticket; In this example
Paper Products 3.12*

Comparison Product Average Price Overall: Overall average product spend per basket of the
comparison product (on all tickets); In this example Paper Products 2.80*

Spend Index: Ticket Spend Affinity Index, Index of Fact 4 vs Fact 5 compared to the collective
Spend Index; in this example (3.12/2.80)/197.0 X 10000=56.58**

*Please note that all numerical values are rounded for front end user experience, The Index displayed is
based on the unrounded backend numbers; on 11 decimals

**The Total line on the report is always the bottom line, please scroll down to the bottom of your Affinities

report



