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Healthy Living: A Healthy Lifestyle Pays Off

The importance and understanding of good health has increased enormously in recent years. This change
affects many areas of society and is gradually transforming people’s lives. The boundary between health and
illness, and consumers and patients, is becoming increasingly blurred. New products, services and technologies
are emerging, encouraging the development from a niche market into a mass market.

From the investor’s perspective, this has given rise to a new investment theme — Healthy Living — which
combines investment opportunities in the personal health and therapeutics markets, and focuses on three
investment clusters: Nutrition, Activity & Wellbeing, and Healthcare. To understand the Healthy Living mar-
ket, careful analysis of the causes of the lifestyle transformation is required. Societal trends such as demo-
graphic patterns shape the overall framework. The population is booming in the urban centers of developing
and newly industrialized countries, while it is (over)aging in the industrialized world. Intensive scientific
research helps to create new opportunities for a more balanced nutrition and leads to significant medical
advances. Ultimately it is the consumer, however, who decides whether health, product quality and trans-
parency are important purchasing criteria for everyday shopping. At the same time many consumers are also
patients suffering from chronic diseases such as obesity and diabetes caused by unhealthy lifestyles, who

badly need long-term healthcare solutions.

Obesity — A Heavy Burden

The World Health Organization (WHO) estimates that 1.6 billion people are currently overweight, with some
400 million classed as obese’. WHO predicts that in 2015 2.3 billion people will be overweight and 700 million
obese. Obesity therefore presents a huge threat to global health. Even with increasing efforts to prevent
obesity, the current rates are expected to rise. In addition to prevention, strategies for mitigating and adapting
to the impacts of obesity will therefore need to come top of the public health agenda.

SAM (Sustainable Asset Management) has developed an investment approach to obesity prevention,
mitigation and adaptation. SAM invests in companies providing innovative product, technology and service

solutions for the fight against obesity.
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Obesity is defined by the WHO
as a Body Mass Index (BMI) greater
than 30. Overweight is defined as
a BMI between 25 and 30.

BMI is calculated by dividing a
person’s weight in kilograms by
the square of their height in me-
tres.

Projected Obese
Population (15+ years) for
2015 in million people
Source: WHO, 2007

USA 174
China 106
Brazil 51
Mexico 49
India 35
Germany 20
Nigeria 13
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1. Obesity Facts

1.1 INDUSTRIALIZED WORLD

People in the industrialized world are getting older
and heavier. The United States of America has the
highest obesity rates in the world, even though it
recognized the obesity health challenge a long time
ago. In 2015, a projected 174 million Americans will
be obese, representing more than 50% of the total
US adult population (15+ years).

In Europe, the spread of obesity has been slower
due to different eating habits and lifestyles, but the
problem is getting worse. In Germany, the country
with the largest population in Europe, more than
20% of adults are currently obese, with the trend
heading upwards. The obesity rate among German

children is even higher.

1.2 EMERGING MARKETS

Obesity used to be a problem confined mainly to
North America and Europe, but this is no longer the
case. There is evidence that the rise in obesity is
even faster among less developed countries. In
China, for example, the obesity rate has increased
dramatically in the past few years and is expected to

quadruple in the next 10 years. A projected 106

Obesity Prevelance Projections
Source: WHO, United Nations, 2007

60

million Chinese will be affected by obesity in
20152,

Many developing and newly industrialized countries
are facing a double burden. They still have to deal
with problems of infectious diseases and malnutri-
tion. At the same time they are experiencing — in
urban settings particularly — a rapid upsurge in
chronic disease risk factors such as obesity and over-
weight, caused mainly by societal change and eco-
nomic growth. The obesity problem is rifer in big
cities, where life is changing much faster than in

rural areas.

The population in emerging markets is growing fast
and becoming more urbanized. City lifestyles tend
to be geared heavily towards convenience, with
more eating out opportunities. In addition, urban
work often demands less physical exertion than
rural work. City dwellers tend to change their tradi-
tional eating habits from a high vegetable intake to
a meat-based western-style diet. This diet typically
also contains more processed foods, more fat,

salt and sugar, and more visits to western-style fast
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food chains. With the various means of mass and tries, the change from a rural to an urban-based
individual transportation available in urban areas, society is sometimes happening within one genera-
people are physically less active. More time spent tion, whereas Western countries experienced this
in front of the television, the computer or play- fundamental shift over a period of more than a
station accentuates this trend. In developing coun- century.

CASE STUDY: CHILDHOOD OBESITY

Historically, a fat child meant a healthy child, because it was more likely to survive the rigors of infection and
other disease. While this might still hold true to a certain extent, overweight has arguably become the
primary childhood health problem in developed nations and, to some degree, in other parts of the world3.
The consequences of childhood obesity are severe. Type-2 diabetes in adolscence, once virtually unheard of
in this age group, now accounts for as many as half of all new diagnoses of diabetes in some populations®*.
Type-2 diabetes is mainly caused by unbalanced diet and lack of physical activity.

As the next chart illustrates, childhood obesity rates in Brazil, the US, China and Japan increased dra-
matically within one generation (early 1970s to late 1990s). Brazil and China are experiencing the fastest
change in lifestyles among emerging markets, with the problem most severe in Brazil. In the US, childhood
obesity figures reached 19% in 2004 and are soon expected to match adult obesity rates®.

Childhood Obesity (ages 6 to 10)
Source: Ebbeling, C. et al, The Lancet, 2002, adapted by SAM
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In China, the main cause for childhood obesity is rising affluence, linked with the growing popularity of
western food and unbalanced diet. Hong Kong, a highly westernized city, has seen a steady rise in childhood
obesity. One in five primary school students is now obese. The findings were a wake-up call for the govern-
ment, which in September 2006 responded with a healthy living campaign across 800 primary schools,
both public and private. Nutritional guidelines were issued to lunchbox suppliers, schools and parent/teacher
associations at the start of term, and schools were asked to make them part of their annual contract with
suppliers. The guidelines recommend meals with a 3:2:1 ratio of grains to vegetables to meat, vegetables
every day, and fruit at least every other day. Deep-fried food and very sweet or salty items are strongly dis-
couraged®.
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2. Causes of Obesity

The main causes of obesity are unbalanced diet and
lack of physical activity, with genetic factors playing

a contributory role as well.

Consumers do seem to be aware of the positive ef-
fect of a balanced diet and exercise, as reflected in
the popularity of books and magazines offering
health and nutritional advice. A 2005 survey by the
International Food Information Council found that
89% of US adults indicated they believe diet, exer-
cise, and physical activity influence health’. Despite
this awareness, obesity and diet-related illnesses are
on the rise.

The graph below illustrates the relationship be-
tween increased calorie intake, reduced physical
activity, rising obesity rates and diabetes.

From 1980 to 2005 the total calories consumed

by US adults per day increased from 2381 to 2792

Rising Trends in Calorie Intake, Obesity and Diabetes from 1980 to 2005

(+17%) while the lack of physical activity (e.g.
sports, walking, gardening) among adults peaked
in the late 1980s with 31% of adults not partici-
pating in any form of physical activity in their leisure
time. The prevalence of obesity has increased
from 17% in 1980 to 33% in 2005 (+90%), while
the number of cases of diabetes has increased
from 5.8 million to 15.2 million over the same time
period, with the fastest increase in the last ten

yearss.

2.1 UNBALANCED DIET

Unbalanced nutrition is a key component in explain-
ing the increasing rates of obesity and other diet-
related illnesses, such as diabetes, heart disease, and
hypertension. Recent consumption data shows that
we eat too much sodium (salt), saturated fats, and
added sugar. On the other hand we eat too little
fruit, vegetables and fiber. Although many people
intend to change their daily diet, they are failing to

Source: National Centre for Health Statistics (NCHS), Centre for Disease Control and Prevention (CDC), Goldman Sachs Investment Research
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choose healthier food options despite dietary rec-
ommendations by the WHO or adapted national
standards such as those from the US Department of

Health and Human Services®. Thanks to continually

As illustrated below, China experienced an increase
in fat intake of 193% from the late 1970s to the
late 1990s, compared to 13% in the US. This is ex-
plained by the rapid change in eating habits that

rising consumer income and technological advances can be observed in emerging markets (see 1.2).

in food processing, people can afford to buy more It is important to note that the higher calorie in-
processed food products that are much more en- take and related obesity rates are very unevenly dis-
ergy-dense than fresh food. They contain less water tributed among income groups and races in a
and fiber but more added fat and sugar, which region or country. In the past, the poor have typi-
makes them both less filling and more fattening™. cally suffered from a shortage of calories. Today, the
Furthermore, bigger portion sizes have also con- people with the lowest income in the US are most

tributed to the rise of per capita calorie intake. likely to suffer from obesity'".

Increased Fat Content in Nutrition over the last 30 Years
Source: UN FAO, 2006; adapted by SAM
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THE PARENTAL CHALLENGE: THE FOOD SHOPPING PARADOX

When analyzing the rising obesity rates, the scientifically accepted nutritional recommendations and con-
sumption patterns, one can identify an obvious consumer paradox. Diet and the related food consumption
decisions are not clearly explained by economic models, since food consumption patterns are very much
emotionally and culturally driven.

Two separate qualitative studies'? in the UK and Australia have explored the apparent paradox between
nutritional knowledge of parents of pre-school children and their actual food purchase and preparation be-
havior. The results show that respondents were aware of the nutritional implications of providing their chil-
dren healthy and unhealthy food, as well as what represents these two categories of food.

A shortage of time emerged as an important factor in the purchase and preparation of unhealthy food.
However, both studies suggest that parental actions are influenced by factors other than just a perceived
lack of time. More importantly, the desire to minimize stress and conflict with children, both in the super-
market and at mealtimes, was a driving factor for purchasing unhealthy but popular food for their children.
Thus the desire to feed children healthily (“good parenting”) competes powerfully with having stress-free
quality time with the family.
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2.2 LACK OF PHYSICAL ACTIVITY

Obesity results from an imbalance between the
amount of energy consumed and the amount of en-
ergy used. Obesity is predominantly the outcome of
a decline in regular physical activity and an increas-
ingly sedentary lifestyle'. This again is linked to a
wide and frequent use of private cars, computers,
the Internet and of course television.

From 2000 to 2005, the physical activity level in the
US has been relatively stable despite the launch of
several US government campaigns and millions of
dollars spent on fighting obesity. The US is still falling
short of its activity target level of 80%. According
to regularly conducted surveys by the Departments
of Health and Human Services, the proportion of
adults engaged in some kind of leisure-time physical
activity has actually fallen slightly from 61.5% to
60% during the last five years'.

Many activity surveys have been conducted on
children. The first major evidence that children’s
media consumption may be related to their body
weight emerged in 1985. An analysis of data from
a large national study of more than 13,000 children

Barriers to Children’s Participation in Physical Activity
Source: Youth Media Campaign Longitudinal Survey, United States, 2002;

in the US, the National Health Examination Survey
(NHES), found a significant correlation between
the amount of time children spent watching tele-
vision and the prevalence of obesity'>. These results
were confirmed by a study done at the University
of Otago in New Zealand. It looked at the time
children spent watching television between the
age of five and fifteen and the risk of obesity. The
study found that the 41% who were overweight
or obese by the age of 26 were those who
had watched most TV. A study by the same re-
searchers suggests that children should watch no
more than two hours of TV a day to protect their
health'®.

A survey in the US shows that the major barrier for
participation in physical activity for young children
between the ages of nine and thirteen is associated
costs, cited by more than 45% of parents (see
below). This was followed by transportation prob-
lems and lack of parents’ time. The expense factor
obviously a problem for lower-income households
seems to explain the higher obesity rates in these

social classes'’.

Percentage of parents of children aged 9-13 years who reported barriers to their children’s participation in physical activities

Expense
Transportation
Problems

Lack of Parents
Time

Lack of Opportunities
in Area

Lack of
Neighborhood Safety

0% 5% 10% 15% 20%

25% 30% 35% 40% 45% 50%



2.3 GENETIC CAUSES

There is a common scientific understanding that
apart from changing eating habits and increasingly
sedentary lifestyles, genes play a role in obesity. Sci-
entists have identified more than 250 genes that
play a role in human metabolism. These control ap-
petite and the absorption of nutrients and regulate
how much fat is stored, and where. Some genes
also influence insulin resistance and Type-2 diabetes

in obese people.

Our genetic composition has evolved over tens of
thousands of years. Our Stone Age ancestors were
hunters and gatherers and were lean and muscular,
because they led a very active physical life. Their diet
was high in fiber and low in saturated fats. The ir-
regular food supply and huge demand for calories
caused the development of genes to maximize the
energy that could be obtained and stored from
every calorie consumed. Scientists refer to these

genes as “thrifty” genes.

There is scientific evidence that humans’ genetic

susceptibility to obesity varies according to their

regional origins. 90% of Africans (and African
Americans) and native people in North America
have “thrifty” genes, compared with just 50% of
Asians and 20-35% of Europeans. The populations
with high portion of “thrifty” genes suffer most

from obesity.

Scientists also have gathered evidence about the im-
pact of nutrition in the womb and the cradle on a
person’s metabolism. If a baby is nurtured poorly, its
body develops what scientists describe as a “thrifty”
metabolism. It learns to maximize the extraction and
storage of energy from calories and, at the same
time, prioritizes the distribution of energy within the
body. This may mean that the organs that produce
insulin are not stimulated sufficiently to develop
properly. If the situation reverses 30-50 years later
and the person consumes plenty of food, the me-
tabolism continues to maximize energy extraction
and storage and obesity might follow. At the same
time, as insulin production does not function prop-
erly, the person might more easily develop Type-2
diabetes.
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3. Impact of Obesity

3.1 HEALTH CONSEQUENCES

The consequences of obesity are as severe as the
health effects of malnutrition. As the figure below
illustrates, there is an individual optimal calorie in-
take that varies depending on a person’s age,
weight and daily physical activity. Outside of this op-
timal spread, health risks start to increase. This
means that both overweight and underweight peo-
ple share high levels of sickness and disability, short-

ened life spans and reduced productivity.

Type-2 diabetes accounts for 95% of all diabetes
cases and is mainly caused by unbalanced diet and
lack of physical activity. If it is diagnosed too late or
treated poorly, it leads to severe health complications
predominantly affecting the heart (heart attack,
chronic heart disease, etc.), kidneys (nephropathy),
eyes (proliferative retinopathy, macular edema), and
nerves (neuropathy). These are debilitating condi-
tions which require intensive medical care.

There is a large discrepancy in the treatment levels
of diabetes between the industrialized countries
and the emerging and developing countries. Ac-

cording to the International Diabetes Foundation,

Diseases Related to Under and Over Nutrition
Source: Fontana L. et al, JAMA, 2007
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Starvation
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Anemia
Osteoporosis
Hypotension

Blood sugar too low
Immune dysfunction

Longevity

industrialized countries account for 80% of total di-
abetes care expenditures, but account for less than
half of the prevalence. Hence, the life expectancy
of Type-2 diabetes patients in emerging and devel-
oping markets is shorter — they account for 80% of

all diabetes mortalities.

There are several other diseases related to obesity
that are not directly linked to diabetes. A study sug-
gests that 40-year-old male and female non-smok-
ers in the US can expect their life span to be reduced
by about six and eight years respectively, because of
obesity'®. More precisely, studies in the US have
shown that a 10% increase in weight corresponds
to an increase of around 30% in the incidence of
heart disease, the number one cause of death in
the US™.

Another diet-related disease is cancer. Scientific
evidence suggests that about 30-40% of all cancer
cases in the world can be attributed to unhealthy
diet (including alcohol consumption) and are related
to obesity?®. Other research and statistical data

demonstrate that obese people are more prone to

Diabetes
Hypertension
Cancer

Stroke
Inflammation
Atherosclerosis
Avrthritis
Kidney diseases
Infertility

Calorie Intake (Kcal/day)
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develop osteoarthritis and are likely to require knee
or hip replacement during the second half of their

lives?'.
3.2 HEALTHCARE EXPENDITURE

Overweight, obesity and associated health problems
impose a significant cost burden on society. This

Obesity Costs in the US

ranges from direct costs (prevention, diagnosis and
treatment) to indirect costs (income lost from de-
creased productivity, restricted activity, absenteeism,
and extra hospital bed days) and mortality (value of
future income lost by premature death).

As shown in the table below, the costs for treat-

ing obesity are expected to grow exponentially.

Source: US National Centre for Health Statistics, Rand Corporation, Centres for Disease Control and Prevention, Merrill Lynch

US population (in million people)
US healthcare costs (in USD billion)
Obesity costs (in USD billion)

Obesity costs as % of total US healthcare costs

In 2005, the US spent USD 262 billion, or 13% of
its total healthcare budget, on costs related directly
or indirectly to obesity. In the EU, the latest figures
indicate that healthcare-related obesity costs are
currently around 7% of total healthcare spend-

ing?2.

The costs of obesity at the individual level are high.
In Western countries, health insurance for obese
people can be two to four times higher than for
non-obese people??. Routine care in the US to man-
age obesity-related diseases, e.g. diabetes, high

cholesterol, back pain, and depression, can reach

1998 2005 2015e
279 296 322
1,196 2,016 4,032
108 262 685
9% 13% 17%

up to USD 7,000 in annual out-of-pocket expenses
for a patient covered by an employer’s health insur-

ance policy.

There are additional discriminating factors for obese
people that generate costs. Studies in the US pro-
vide evidence that obese students find it harder to
get into top colleges and that the obese (especially
white, obese women) are paid significantly less. The
reasons for this discrimination might be that em-
ployers fear higher health insurance costs, or the
prejudiced view that obese people are lazy and

weak-willed.
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4. Investment Opportunities

Governments, businesses, schools, communities and
families have taken initiatives to raise the level of
public awareness of obesity and its consequences.
However, even with increasing obesity prevention
efforts, the current rates are not expected to come
down. Based on this assumption, obesity mitigation
and adaptation through healthcare measures will al-
ways be needed in addition to obesity prevention.
New partnerships of agribusiness, food & beverage
producers, food & drug retailers and fitness & health

care companies are required. Private companies in

Obesity: Investment Approach & Investment Clusters
Source: SAM, 2007

Causes of
¢ Prevention &
Mitigation

Adaptation

v
| ts of
Kl

Obesity

these sectors will play a crucial role in the promotion
of health, nutrition and activity, which will ultimately

also be in the shareholders’ and in the public interest.

SAM has developed an investment approach to
obesity prevention, mitigation and adaptation. In-
novative products, technologies and service solu-
tions are in both the consumer’s and the patient’s
interest. The following three areas present invest-

ment opportunities: Nutrition, Activity & Wellbeing,

and Healthcare.




4.1 NUTRITION
Poor diet and eating habits are among the main

causes of obesity worldwide. The balance between

overweight and obese people. SAM has identified
investment opportunities within the nutrition

energy intake and energy output is distorted for cluster.

Investment Cluster — Nutrition
Investment 2006 Market Size CAGR in %
Subcluster Category (USD billion)?* (next 3 years)?®
Organic & Organic products 33% 10-12
Natural products Naturally healthy products 63% 5-7
Nutrition & Fortified/functional food products 46 6-10
Health products Healthier food products 113 5-8

Weight-control food products 502 5-7

The drivers of organic and natural food consumption
are health, nutrition, and taste. Highlighting the en-
vironmental and ethical side of organic and natural
products might enhance the reputation of the over-
all brand and company?. A certification of organic
products helps companies to protect their product

quality, brand and pricing premium (up to 100%).

The organic food market has seen strong growth in
the past years. Europe and the US account for more
than 90% of the global organic market today. The
projected compound annual growth rate (CAGR)
for the next three years is 10-12%.

In the naturally healthy food segment, soy-based
products, fermented dairy beverages and healthy
snacks are likely to grow faster than average. The
natural food market is expanding at almost double
the rate (5-7%) of the overall food market.

Increasing obesity rates related to unhealthy nutri-
tional choices are strong drivers for growth in the
organic and natural food products market. Many in-
vestment avenues along the agricultural-food-

consumer value chain exist and will open up.

Companies with a vertically integrated business model
command a strong position. They have better control
over product quality, raw material costs and customer
needs. This not only gives them strong pricing power,

but keeps the entry barriers for new competitors high.

Organic and natural food producers are also in a fa-
vorable position since they can reap the benefits of
fast-growing organic and natural markets. The pro-
ducers’ specialized knowledge helps them to main-

tain their pricing power against food retailers.

Food retailers who previously ignored the natural

and organic trend are now investing in private label

SAM Study «Healthy Living»

Organic products: these must
meet specified production stan-
dards, which impose different
growing and processing condi-
tions from conventional agricul-
tural and food safety require-
ments, e.g. no GMOs, no antibi-

otics, no growth hormones.

Naturally healthy food: these
are foods that do not contain ar-
tificial ingredients and are mini-
mally processed. They are usually
more nutritious than refined

foods.
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Fortified/Functional food pro-
ducts: processed foods that claim
to have a health-promoting and/
or disease-preventing property be-
yond the basic nutritional function

of supplying nutrients.

Healthier food products: pro-
cessed food products improved by
R&D innovation/renovation for ex-
ample in terms of salt, sugar, and
fat content.

Weight-control food products:
e.g. meal replacements, meal and
dietary supplements, commercial
weight control programs.

14 © SAM - October 2007

products and stocking a wide range of branded or-
ganic goods. Organic products continue to com-
mand a higher price than non-organic options.
However, the increased competition among food re-
tailers and the wider availability of organic and nat-
ural products will drive selling prices down and it is
unlikely that the high gross margins can be main-

tained over the next few years.

Agri-food companies are in a good position to ex-
tend their current position in the value chain from
being purely raw material suppliers to producers of
fresh food. Organic and/or fair-trade certification
enables them to command a pricing premium from
consumers who are more conscious of health, nutri-

tion, taste and the environment.

The main consumer trends driving nutrition & health
products are convenience, health, and taste. The
three main categories of nutrition & health products
are healthier food options, fortified/functional food,
and weight-control products.

New opportunities arise for small and mid cap
food & beverage producers with a focused business
model and innovative products in new niches in the
nutrition & health segments. A few multinational
companies with a superior health & nutrition port-
folio are also well positioned to benefit from strong

consumer demand.

This category of
food products allows consumers to target specific
concerns, such as heart problems, digestive issues
and bone density. Popular supplements include cal-
cium, fiber, omega-3 DHA fatty acids and probiotics,
as well as herbal supplements like ginseng. The ad-
dition of functional ingredients has been particularly
strong in sectors such as dairy products, cereals and
baby food. Companies are compensated for their
increased R&D spending since consumers are gener-
ally willing to pay a high premium (up to 50%) for
these specialist products that claim to offer devel-

opmental and health benefits.

The healthier versions of
packaged food products have grown 7% annually
in the past years, compared with just 3% for regular
packaged foods®. Leading packaged food compa-
nies have gone in for the innovation of their product
portfolio in order to reduce salt, sugar, and fat with-
out compromising on taste. Today, the “healthier
food” category is the largest nutrition & health seg-

ment, worth more than USD 110 billion.

Weight-control food
products and services can, in combination with ed-
ucation and fitness programs, help overweight and
obese people. Every third person in the US goes on
a diet at least once a year. The market is expected to

grow at around 6% over the next few years.



4.2 ACTIVITY & WELLBEING

Lack of physical activity is a major cause of obesity.
Despite some initiatives by governments and organ-
izations, the situation has not improved over the

years. As the cost of obesity is substantial, it is in-

Investment Cluster — Activity & Wellbeing

Investment

Subcluster Category
Activity Athletic footwear
Equipment Outdoor shoes

Athletic apparel
Fitness equipment
Fitness centres
Other sports centres

Activity Service

The manufacturers and retailers of activity equip-
ment are the beneficiaries of the expected upturn in
physical activity. Branding and technological inno-
vation are key elements for the companies to ex-

pand and maintain their pricing power.

Fashion also plays a major role in the choice of ap-
parel, even if the products are very functional. Mod-
ern sportswear and athletic footwear is also worn
even outside the gym, with new moisture-wicking
fabrics and materials being incorporated into fash-
ionable products. The fitness equipment category
also contains software-based fitness platforms en-
abling people to exercise in their living room in front
of a television or computer screen. With more chil-
dren growing up dancing, playing tennis and golf
as well as indulging in other sports on such devices,
there is a possibility that young people will choose
to exercise at home, instead of venturing outside.

Activity services will continue to benefit from the
vested interest of governments and corporations to
combat rising medical, insurance and other costs re-

lated to obesity. Prevention-focused initiatives in-

evitable that efforts will be stepped up to increase
the level of activity.
SAM has identified investment opportunities

that benefit from an increased physical activity level.

2006 Market Size CAGRin %

(USD billion)*! (next 3 years)
27 6-8
8 4-6
55 4-6
12 5-7
40 6-8
N A 4-6

clude subsidized sports club memberships to moti-

vate participants and employees to keep fit.

The fitness centre industry, worth approximately
USD 40 billion, is relatively young and very frag-
mented. In the US alone, there are close to 30,000
fitness clubs. The market penetration is still very low,
with 15.7% in the US, 6.9% in Europe and less
than 3% in Asia®2. Since many clubs are independ-
ently owned and operated, there is a vast difference

in facility conditions.

Fitness club chains are generally thought to offer
distinct advantages over independent clubs, be-
cause they can offer the bonus of multi-club use
to members. They can also capitalize on their
brand equity, they have easier access to capital,
stronger purchasing power and the ability to invest
in modern equipment and IT. All this helps them
win bigger market shares and achieve double-digit

growth rates.

Some clubs offer much more than just a place to
work out, but facilities such as climbing walls, bas-
ketball/volleyball courts, indoor and outdoor resort-

style swimming pools as well as child care centers.
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