TRANSFORMING

Navigating challenges and embracing
trends for success.
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Introduction

As we step into 2024, the Fast-Moving Consumer Goods (FMCG) industry finds itself
at the precipice of a new era. The challenges it faces are both numerous and complex,
demanding a profound understanding of the evolving landscape and a willingness to
adapt. In this e-book, we will explore the big-picture challenges facing the FMCG
industry, each one necessitating careful consideration and strategic action.

Tchai Mumford,

Head of FMCG Vertical,
Maersk, North America,
A.P. Moller-Maersk

At Maersk we focus on co-created solutions with our customers, which we
feel is such an important part of building long term partnerships. Because
it's not just about providing a solution within a fixed timeline; rather, we
actively engage our customers in exploring innovative ways to minimize
costs and enhance operational efficiency within a fully integrated
end-to-end supply chain. A partnership that together, provides ongoing
value along a sustainable and resilient journey from Field to Face.




Chapter1

Understanding the challenges faced
by the Fast-Moving Consumer Goods industry

Heading into 2024, the FMCG market faces several significant challenges that could
shape its future. One of the foremost challenges lies in deciphering and meeting
ever-evolving consumer preferences. In today's dynamic marketplace, consumers

are becoming more discerning, seeking products that align with their specific needs,
lifestyle choices, and values. Health, sustainability, and social responsibility are top of
mind when making a purchase, forcing FMCG companies to adapt to these preferences
by offering tailored products and marketing strategies to promote healthier,
eco-friendly, and ethically sourced products while maintaining affordability.

The digital transformation sweeping across industries has also shaped the FMCG
landscape. Technological advancements have revolutionized how consumers
discover, purchase, and interact with products. E-commerce, mobile applications,
and social media platforms have emerged as powerful tools for consumer
engagement and demand generation. As a result, FMCG companies must embrace
digital technologies, harness data analytics, and adopt agile business models to stay
competitive in this digitally empowered era.

——— 1"'

4 . -

<

03



Supply chain management remains a critical challenge for the FMCG industry.

The demand for faster delivery, diverse product offerings, and seamless
omnichannel experiences exerts immense pressure on supply chains. Navigating
the complexities of sourcing, manufacturing, warehousing, and distributing FMCG
products requires a robust and flexible supply chain ecosystem capable of adapting
swiftly to changing consumer demands.

Rising input costs pose yet another challenge
for FMCG companies. Fluctuations in raw
material costs, transportation expenses, and
labor costs can significantly impact profitability.
Striking a delicate balance between maintaining
quality, managing costs, and delivering value to
consumers remains a constant juggling act for
industry players.

Amidst changing regulations, the FMCG
industry must also navigate a complex and
evolving regulatory environment. Compliance
with safety standards, labeling requirements,
and environmental regulations is
non-negotiable. Proactive engagement with
regulatory bodies, facilitating transparent
communication, and staying abreast of evolving
policies are essential to ensuring long-term
sustainability and competitiveness.

Speaking of sustainability, the industry faces
increasing scrutiny regarding its environmental
impact and packaging practices. As consumers
and governments prioritize environmental
sustainability, FMCG companies must explore
innovative packaging solutions, reduce waste,
and embrace circular economy principles.
Striking a balance between product preservation,
convenience, and eco-friendliness will be pivotal
in building a more sustainable and responsible
future.
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Finally, global economic uncertainty continues to cast a shadow over the FMCG
industry. Shifting geopolitical dynamics, trade tensions, and unpredictable market
conditions demand agility and resilience. Navigating these economic challenges
requires astute market intelligence, risk management strategies, and the ability
to identify new growth opportunities in both domestic and international markets.

The FMCG industry in 2024 faces a confluence of transformative challenges.

By acknowledging these challenges and proactively adapting to them, the FMCG
industry can pave the way for a future that embraces innovation, sustainability,
and consumer-centricity.
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Chapter 2

Top 5 FMCG logistics
trends to expect in 2024

In 2024, the Fast-Moving Consumer Goods (FMCG) industry will witness several

logistics trends that will shape the way products are transported, stored, and
distributed. Here are the top 5 FMCG logistics trends we'll likely see:

Supply chain digitization:

The FMCG sector will continue its digital transformation, with
increased adoption of technologies like the Internet of Things (loT),
artificial intelligence (Al), and automation. These technologies will
enhance visibility, optimize inventory management, improve demand
forecasting, and enable real-time tracking of products throughout
the supply chain.

Last-mile delivery optimization:

Last-mile delivery, the final leg of the product journey to the
customer's doorstep, will be a key focus for FMCG logistics. Companies
will invest in advanced route planning algorithms, delivery drones,
autonomous vehicles, and alternative delivery methods like lockers
and pickup points to improve efficiency and reduce delivery time.

Sustainable logistics practices:

With growing environmental concerns, FMCG companies will prioritize
sustainability in their logistics operations. This includes optimizing
transportation routes to reduce carbon emissions, adopting electric
or hybrid vehicles, implementing green packaging solutions, and
exploring alternative fuel sources to achieve sustainable

logistics practices.

Data-driven decision making:

Leveraging big data analytics and real-time data, FMCG companies will
make informed logistics decisions. This includes predictive analytics to
optimize inventory levels, demand sensing to improve forecast
accuracy, and data-driven optimization of warehouse operations

to reduce costs and improve efficiency.

Collaboration and partnerships:

To overcome challenges like capacity constraints, rising transportation
costs, and increased customer expectations, FMCG companies will forge
strategic collaborations and partnerships. This can involve collaboration
with logistics providers, shared warehousing spaces, and cooperative
transport networks to optimize resources, streamline operations, and
enhance customer service.
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These trends reflect the industry's efforts to embrace technology, sustainability,
and collaboration to create more efficient and agile logistics networks.

By adopting these trends, FMCG companies can improve customer satisfaction,
reduce costs, and gain a competitive advantage in the dynamic marketplace

of 2024.
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Chapter 3

Product solutions that can
transform your FMCG supply chain

Leverage first-mile transportation to enhance your end-to-end
logistics journey.

FMCG companies can leverage first-mile transportation to enhance their
end-to-end logistics journey in several ways:

o Increased control and visibility:
By taking control of first-mile transportation,
FMCG companies can have better visibility and
control over the initial phase of the logistics
journey. This allows them to monitor and manage
the movement of goods from their own facilities
or suppliers to the distribution centers, ensuring
timely and efficient deliveries.

O Optimization of transportation costs:
By directly managing first-mile transportation,
FMCG companies can optimize costs by choosing
the most cost-effective routes, modes of
transportation, and carriers. They can negotiate
better rates, consolidate shipments, and implement
efficient loading and unloading processes to reduce
transportation expenses.

O Enhanced supply chain efficiency:
Efficient first-mile transportation streamlines
the overall supply chain, ensuring a smooth flow
of goods from the point of origin to the distribution
centers. By leveraging well-optimized routes,
synchronized schedules, and effective
communication channels, FMCG companies can
minimize delays, bottlenecks, and disruptions,
leading to improved supply chain efficiency.

By leveraging first-mile transportation effectively, FMCG companies can gain greater
control, optimize costs, enhance supply chain efficiency, and elevate the overall customer

experience. This holistic approach to the logistics journey can lead to competitive
advantages and long-term success in the market.
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Ensure e-commerce logistics adds value to your organization,
not complexity
E-commerce logistics can bring significant added value to FMCG companies in

various aspects of their operations, including warehousing, e-fulfillment, and
e-delivery. Here's how each component contributes:

N

Warehousing

O Inventory optimization:
E-commerce logistics enables FMCG companies to optimize their warehousing operations. With
real-time data and analytics, companies can forecast demand more accurately, reducing excess
inventory, and minimizing storage costs.

O Efficient space utilization:
E-commerce warehousing focuses on maximizing storage space utilization through innovative
storage systems such as high-density racking and automated retrieval systems. This allows
FMCG companies to store more products without expanding their physical footprint.

O Inventory segmentation:
E-commerce logistics provides the flexibility to segment inventory based on customer demand
patterns and delivery requirements. FMCG companies can strategically position products in
warehouses closer to customers, reducing order fulfillment time and transportation costs.

A

I ==

Fulfillment service

o Order management:
E-commerce logistics streamlines the order management process, integrating online sales
channels with inventory systems. This enables real-time order processing, efficient picking,
packing, and labeling of products, ensuring timely order fulfillment.

o Personalization and customization:
E-commerce platforms facilitate personalized order fulfillment and customization options
for FMCG companies. This allows customers to tailor products, creating a unique and
engaging shopping experience that can lead to increased customer loyalty.

O Scalability and flexibility:
E-commerce logistics also provides FMCG companies with the ability to scale their fulfill-
ment operations rapidly during peak periods, such as sales promotions or holiday seasons.
Fulfillment centers can be augmented with additional staff, automation, and resources
to handle increased order volumes.

09



@ Parcel delivery service

O Last-mile efficiency:
E-commerce logistics optimizes the last-mile delivery process, ensuring faster and more efficient
delivery of FMCG products to customers' doorsteps. Route optimization algorithms, real-time
tracking, and delivery management systems enhance delivery efficiency, reducing transit times
and costs.

o Customer convenience:
E-commerce logistics offers various delivery options, such as same-day delivery, next-day
delivery, and designated time slots. This flexibility caters to customers' preferences, enhancing
the convenience and satisfaction of FMCG product delivery.

O Visibility and communication:
E-commerce logistics provides real-time tracking and delivery updates, allowing FMCG
companies to communicate with customers regarding their orders. Proactive notifications,
delivery alerts, and personalized communication enhance transparency and customer
engagement.

Overall, the integration of e-commerce logistics brings added value to FMCG
companies by optimizing warehousing, streamlining e-fulfillment processes, and
enhancing the efficiency and convenience of e-delivery. This results in improved
customer satisfaction, increased operational efficiency, and competitive advantage
in the dynamic e-commerce landscape.
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Conclusion

In conclusion, FMCG companies can employ several logistics strategies to enhance
their success in a dynamic market. Here are some key strategies to consider:

o Embrace digital transformation:
FMCG companies should fully embrace digital technologies and leverage data-driven
insights to optimize their logistics operations. This includes adopting advanced analytics,
automation, Internet of Things (loT), and cloud-based platforms for efficient supply chain
management, inventory optimization, and demand forecasting.

O Strengthen e-commerce capabilities:
As e-commerce continues to grow, FMCG companies should prioritize their e-commerce
logistics capabilities. This involves optimizing e-fulfillment processes, enhancing last-mile
delivery efficiency, and leveraging technology to provide seamless online shopping
experiences, personalized offerings, and convenient delivery options.

O Focus on supply chain visibility:
Improved supply chain visibility is crucial for FMCG companies. By implementing real-time
tracking systems, embracing blockchain technology for transparency, and integrating data
across the supply chain, companies can enhance visibility and responsiveness, leading to
better inventory management, reduced lead times, and improved customer satisfaction.

O Prioritize sustainable and green logistics:
FMCG companies should prioritize sustainability in their logistics practices by adopting
eco-friendly packaging, implementing green transportation methods, reducing emissions,
and optimizing routes for fuel efficiency. Implementing circular economy principles and
collaborating with suppliers and logistics partners who share sustainable values can
contribute to a greener supply chain.

o Seek strategic partnerships:
Collaborating and developing partnerships with logistics providers, retailers, and
technology companies can drive operational efficiency, reduce costs, and enhance
customer service levels. FMCG companies should prioritize customer experience
throughout the logistics journey, offering flexible delivery options, proactive
communication, personalized services, and hassle-free returns. Choose partners
who can help you with your customer-centric approach.

By implementing these logistics strategies, FMCG companies can improve operational
efficiency, adapt to changing market dynamics, enhance customer satisfaction, and

gain a competitive edge in the industry landscape of 2024 and beyond.
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