The Most Underrated Ecommerce
Category

Food & Beverage — A Structural Analysis for Operators



Executive Thesis

The Operator's Advantage

Most ecommerce founders choose products. Serious
operators choose categories.

Massive Demand

Tap into existing consumer behavior at scale

Structural Durability

Category fundamentals that withstand trends

Food & Beverage is one of the few
categories with massive existing
demand, built-in repeat
consumption, structural durability,
and active acquisition appetite. This
is not about trends. It's about
structural advantage.

Repeat Consumption

Natural replenishment cycles drive revenue

Acquisition Appetite

Clear exit paths with strategic buyers



Category First, Product Second

Before evaluating any product, serious operators ask fundamentally different questions. These aren't
product questions—they're structural questions that determine long-term viability and enterprise value.
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Is demand durable? Is consumption repeat- Does LTV expand
¥ 2 2
Will this category exist in 10 driven? naturally?
years? Do customers naturally come Can customer value compound
back? over time?
V) @
Are there real barriers to entry? Is there a clear buyer universe at
scale?

What filters out casual competition?
Who acquires companies in this space?

Food & Beverage scores highly on each. That's why it deserves attention.



Market Size and
Trajectory

$9T  $15T

Current Market Projected Growth
Size Expected market size
Global Food & Beverage within the next decade
market today

67%

Total Expansion

Decade-over-decade
growth trajectory

You are not creating demand. You are modernizing
supply inside the largest consumer category in the

world. \




Ecommerce Penetration Gap

The majority of food purchases still occur in
physical retail. Ecommerce penetration remains
significantly lower than apparel, electronics, or

Apparel

beauty.

The Implication: Large market plus
underpenetrated online channel equals -

opportunity. You don't need to invent behavior.
You need to shift it.
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The Economics of Consumption

Most Ecommerce Products Consumables

e Discretionary purchase * Routine purchase

e Event-driven revenue e Triggered by depletion
® Require constant new demand o

Naturally recurring

Higher Repeat

Higher CAC Tolerance

Scalable Growth

This is structural, not tactical. The consumption pattern creates economic leverage that compounds
over time.



Simple LTV Comparison Model

The difference between one-off and consumable products isn't marginal—it's transformational. With 4-
5x LTV, you can outbid competitors, invest meaningfully in retention, and scale more predictably.
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One-Off Product Consumable Product
AOV: $60 AOQV: $60
Gross Margin: 60% Gross Margin: 60%
Orders per Customer: 1.3 Orders per Customer: 6
LTV: ~$78 LTV: ~$360
$450.00 1
$300.00
$150.00
$0.00 -

One-Off Consumable



Real-World Operator 40
Example (

$50M

Revenue Generated

From a single coffee company

| own a coffee company that has generated over $50
million in revenue. The long-term performance is not
driven by launch spikes. It's driven by repeat purchase
behavior.

People drink it daily. They run out. They reorder.

That is category leverage.

The business compounds because the category naturally
drives replenishment. This isn't clever marketing—it's
structural advantage embedded in consumption patterns.




Barriers as Competitive Filters

Food & Beverage includes regulatory compliance, supply chain management, shelf life considerations,
and quality control requirements. These are often seen as obstacles. Structurally, they reduce casual

competition.
Low-friction categories attract overcrowding.

FDA Supply
Compliance Chain Operational categories filter entrants.
Labeling and Complex logistics What looks like complexity to beginners
manufacturing management becomes a competitive moat for serious
standards operators who master these systems.
Shelf Life Regulatory

Standards
Quality control
requirements Ongoing

compliance

demands



Advertising Environment

High-Claim = Food Brands
Categories l||II @g} Food brands typically
Supplements and high-claim experience lower regulatory
categories face heavy ad ad risk, more stable
scrutiny, account risk, and approvals, and higher
frequent approval friction consumer trust—enabling
that creates unpredictable predictable growth.

scaling conditions.

[0 Lower platform friction = more predictable scaling. When ad accounts remain stable, you
can optimize for performance instead of constantly rebuilding infrastructure.



Cash Conversion
Cycle Reality

At scale, the game shifts. The real constraint isn't ads—it's ._\_/

cash flow timing. Food & Beverage businesses must
master inventory purchasing cycles, production lead T
times, retail payment terms, and subscription forecasting.
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Inventory Customer
Purchase Payment
Buy raw materials Receive payments
and stock from customers
N 2 [
Production
Lead Time Retail Terms E
Convert inventory Settle receivables
into finished goods with retailers

Operators who understand contribution margin and o
inventory velocity build durable companies. -_ ﬁ

. . Verk Tope Shard
Operators who chase revenue without managing cash

flow stall out.




Institutional Demand Is Clear

Recent activity demonstrates strong acquisition appetite. Large CPG companies rely on acquisition for
innovation. If you build a strong repeat-driven brand, there is a buyer universe.

Poppi Siete Foods Simple Mills LesserEvil
~$1.95B ~$1.2B acquisition ~$795M acquisition ~$750M acquisition
acquisition

Good Culture BeatBox TRUBAR Once Upon a
~$500M+ valuation ~$490M potential ~$200M+ Farm

acquisition acquisition ~$198M IPO raise
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The Modernization
Strategy

The most reliable play is not invention. It is modernization.
Look for subcategories with high existing retail sales,
outdated branding, weak ingredient profiles, and no
emotional connection.

Identify

Find stale incumbents

Improve

@ Upgrade ingredients & positioning

A Launch
v DTC-first validation
Scale
o .
— Expand to retail
Then Improve: You're not creating a

new market. You're

* Ingredient quality capturing share from

e Nutritional alignment outdated players who
(protein, gut health, haven't evolved with

clean label) consumer expectations.
e Brand positioning

e DTC-first access




Entry Framework
(Early Stage)

Ol

Identify stale incumbency

Find established categories with outdated execution

02

Choose shelf-stable, DTC-friendly formats

Optimize for online distribution and margins

03

Validate online first

Prove unit economics and customer behavior

04

Prove repeat purchase before retail
expansion

Build the foundation that retail amplifies

[J Retail should amplify a proven model—not
validate it. Entering retail before proving repeat
purchase online is the fastest way to destroy
capital and credibility.




For 7-Figure Operators

If you're already scaling, the questions change. At this level,
category choice determines your ceiling. Ask yourself:

- Is my category structurally advantaged?

fd Does it have durable competitive moats?

Can | expand into a replenishable product?

Is there a consumable adjacent opportunity?

Can |l increase repeat behavior?

How do | shift toward recurring revenue?

El=

Am | building revenue—or enterprise
value?

What creates long-term equity worth?

At scale, category choice determines ceiling. Revenue alone
doesn't build enterprise value—structural advantages do.




