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Transition and Next Normal will be very different vs. what we

experienced in lockdown—China leads the way

Illustrative

For most countries, at least two phases are still ahead of us
+— 3months —*> < 12-18 months > <

v

Virus

Country
Real pro-
GDP gression

NG

A A A A

Lock down Transition Vaccine? Next normal (GDP
Selective Partial recovers to pre-

stockpiling consumption Covid level)
Reduce recovery New consumption

patterns

consumption Physical channels

Remote channels partially recover

Consumers have been
forced out of their habits
into new ones by three
main forces:
epidemiological evolution,
regulatory response,
economic slowdown

These forces could carry
over the next 6-24
months in various shapes
or forms and could
continue to transform
consumer behaviors

Stickiness of consumers’

new habits in the Next
Normal will depend in
large part on the quality
of the experience
consumers have had
during the transition period

McKinsey & Company

4



Transition to the ‘Next Normal’: China
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We combine consumer survey and off-line payment engine data to
understand Chinese consumer attitudes and behavior before,
during, and emerging from the COVID-19 impact

Leading China
Consumer surve . .
y Mobile Payment Provider

A quick mobile consumer survey that Leading mobile payment solution provider for

covers - offline merchants. For this analysis, we
analyzed

611 selected @ % 31,000+ stores
consumers Shopper

) @ Perspectives @ ( 150+ cities
46 cities @ @ ~100 million payers

O
@

8 categories ~500 million transactions

Source: 2020 February COVID-19 mobile survey; MIYA payment data engine, McKinsey China retail POS analysis 20191201 — 20200510 McKinsey & Company 6




China had came off the peak, and offline consumption resuming
with lingering effect...

China offline avg. consumption by day and week
100%= avg. daily consumption in Dec 2019

Prior to COVID Pre-Chinese New Year During COVID peak After peak (early stage)  After peak (late stage)
>le ) >le () >l e () ())
% «—100%—+— 123% —= 37% > 76% —<+— 84% —
250
200
150
_/’\./’
100 Weekly
. ([T
12/01 12/08 12/15 12/22 12/29 01/05 01/12 01/19 01/26 02/02 02/09 02/16 02/23 03/01 03/08 03/15 03/22 03/29 04/05 04/12 04/19 04/26 05/03 Obabe!
A A A A A
First confirmed 2020 new year Wuhan lockdown most local lowered Labor holiday
case in Wuhan Chinese Lunar New Year emergency response level! week

1. On March 8th, 21 provinces of China announced to lower the epidemic response level, which involves over 70% population of the country.

Source: MIYA payment data engine, McKinsey China retail POS analysis 20191201 — 20200510 McKinsey & Company 7



...but not for discretionary channels such as apparel and
department store, while CVS maintains some uplift momentum

Daily Consumption

100%=avg. in Dec 2019 Durin vs pre

After-1st mon vs pre

After-2nd mon vs pre

Hypermarket/ Supermarket

Convenience Store

Drugstores/ Parapharmacies

Food Specialized Retailer -59
Foodservice -68
Beauty Specialized Retailer -67

Apparel Specialized Retailer -91

Department Store -80

5
*

Hyper/super market shows spike
during crisis along with CVS, due
to more people cook at home, yet
no sign of a lasting uplift as it
comes back to normal level when
the recovery starts

CVS and Drug Stores are still
above their historic levels due to
long lasting impact of COVID-19
(e.g., compared to SARS)

Food stores & restaurant are still
not fully recovered due to long
lasting impact of COVID-19

Apparel & Department Store
were hit hard and recover
slowly. Offline spending on
apparel is devastating with 90%
decline during virus peak

Source: MIYA payment data engine, McKinsey China retail POS analysis 20191201 — 20200510
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Traffic drops and basket size increases are

common theme

Traffic
# transaction

Basket Size in Value
Avg. value per transaction

After-1st
mon vs pre

During vs
100%=avg. in Dec 2019 pre

After-2nd
mon vs pre

During vs After-1st
pre mon vs pre

After-2nd
mon vs pre

Hypermarket/ Supermarket

Convenience Store

-12

Drugstores/ Pharmacies

Food Specialized Retailer

Foodservice

Beauty Specialized Retailer

15

10

B

Apparel Specialized Retailer

Department Store

-21

-23 -19

Source: MIYA payment data engine, McKinsey China retail POS analysis 20191201 — 20200510

Q Consumers drastically
reduce the number of
shopping trips but
increase their baskets
significantly, resulting in
sales growth in supermarket
and CVS

@ While ~95% of apparel
stores and department
store have re-opened,
traffic still ~20% below
pre-COVID levels

McKinsey & Company




Weekend and night shopping reduced significantly during the peak
and have not fully recovered

Comparably less shopping on weekend Less shopping at nighttime
#transactions per day, normalized # transactions per day, normalized

= prior to COVID = During COVID After peak
Weekend [l Weekday pri uring p

600
prior to COVID 6.2 500
400

During COVID 3.4 300
200

After peak 4.7 100

0 2 4 6 8 10 12 14 16 18 20 22 24

Source: MIYA payment data engine, McKinsey China retail POS analysis 20191201 — 20200510 McKinsey & Company 10



Epicenter has much slower recovery rate

compared to other cities (15t mon after peak)
based on observation of selected cities

After vs Pre avg. daily consumption in selected cities _10-00/ 0% m
0% = baseline, avg. in Dec 2019 ° ’ °

Tier 1 cities: Provincial
Hubei-other BJ, SH, SZ, capital

Wuhan cities cQ cities' Other cities? Epicenter recovers much slower than
[5] Hypermarket/ Supermarket U 1% 6% 1% other cities due to store opening rate
1 cvs 30% — — 6% 9% and control policy
D Para pharmaci 349 9 _ . _
(T Drgstoes Paraphamacies Mg WA [ e [Iswel Some epicenter cities show a spike of

@ Food Specialized Retailer -28% -1% -27% 8% 3% Consumption in grocery Channel, 64%

i} Foodservice KK 10 5% 0% more in supermarket than before
Q% Beauty Specialized Retailer 3% -47% -34% -33%

Tier-1 cities are relatively slow on

. Apparel _NE | e 61% 62% 54% recovery compared with other cities,
@ Department Store W % -69% -59% -53% -51% as re-open rate iS already 9O+%

Source: MIYA payment engine, McKinsey analysis McKinsey & Company 11




Epicenter has much slower recovery rate

compared to other cities (24 mon after peak
based on observation of selected cities

After vs Pre avg. daily consumption in selected cities _10-00/ 0% m(y
0% = baseline, avg. in Dec 2019 ° ’ °

Tier 1 cities: Provincial
Hubei-other BJ, SH, SZ, capital
Wuhan cities CQ cities?! Other cities?

E Hypermarket/ Supermarket -4% 4% -7% 7% 1%

I cvs 24% 6% - = — * Epicenter recovers much slower than
other cities due to long impact of

ﬁ Drugstores/ Para pharmacies W/%///% %////%/%///% -38% 56% COVID-19

% Food Specialized Retailer -29% -13% -29% -2% -4%

i} Foodservice 7 15% 20% 2% 33% « Tier-1 cities are relatively slow on
recovery compared with other cities,

Q% Beauty Specialized Retailer -11% -16% -2% 1%

as re-open rate is already 90+%.

& Apparel N 40% 43% -45% -35%
@ Department Store W -42% -34% -13% -27%

Source: MIYA payment data engine, McKinsey China retail POS analysis 20191201 — 20200510

McKinsey & Company 12




Consumer in Tier 1 city shows stronger

preference on CVS during and after peak
based on observation of selected cities?

Avg. daily consumption in Supermarket vs CVS by city!, %

Q Epic center recovery is

Supermarket channel CVS channel heavily impacted by store
% during vs % after-1st % after-2nd % during vs % after-1st % after-2nd opening schedule:
100%-=avg. in Dec 2019 pre monvs pre  monvs pre pre mon vs pre mon vs pre e \Wuhan Supermarket and

Wuhan -18' -39 '

-4 -36 ' -32 ' -2

4I

CVS spending went up at
the beginning the
outbreak and eventually
to a reduction due to

Hubei-other .

cities 28 . 64 14 4 26 -6 lock-down duration and
supply issues

Tier 1 cities: . . , . - " Also the substantial drop

BJ, SH, SZ,CQ iIn supermarket and CVS
after peak might suggest

Provincial 10 . , s " > a shift to online

capital cities?

Consumer in Tier 1 city
shows stronger |
Other cities? 19 -1 1 17 9 17 preference on CVS during
and after peak

1. Cover selected cities: Beijing, Shanghai, Chongqging, Guangdong, Zhejiang, Jiangsu, Shanxi, Shandong, Jilin, Fujian, Sichuan, Jiangxi and Hubei

Source: MIYA payment engine, McKinsey analysis McKinsey & Company 13




People run for food stock-up and now also

for less essential categories
Based on grocery basket analysis, data from supermarket and CVS

Consumption shift in short term

Daily Consumptionin valuel

After-1st mon After-2nd mon with increase on necessity; non-
100%=avg. Dec 2019 During vs pre Vs pre Vs pre essential COﬂSUI’ﬂptiOﬂ piCkS up
Food Grains recovery speed later

Ready to cook

Packaged food @ rood first during crisis: people

Snacks stock up 60-80% more food and

g(‘ea\:;’rages Q fresh, to prepare for staying at

Water home during lock down, but not
Fresh Seafood? -80 -79 -76 substantial

\'\f:;;able&mit ; 0 a1 : m @ Healthy trends in dairy, veggie

Egg 74 27 a 22 fruit and egg as these categories
Others Pet life 110 10 17 went up during the outbreak and

Baby products _ 14 =B still keep 30%-40% higher after
Non-food Household supplies I7 I1 44 the peak
Grocery Personal care -6 -12 22

Cosmetics G =0 =0 =25 Cosmetics has experienced a
Alcoholg  Alcohol ? 28 4 shift to on-line during and after
Tobacco Tobacco -13 32 33

the peak

1. Based on grocery basket analysis, data from supermarket and CVS
2. due to the limitation of fresh seafood supply - from fishing to delivery - the seafood are still over 70% down vs before

Source: MIYA payment data engine, McKinsey China retail POS analysis 20191201 — 20200510 McKinsey & Company 14




People starting to buy grains and fresh from CVS

Based on grocery basket analysis, data from supermarket and CVS

Category % in Supermarket and CVS
100%=Total consumption in the time period

M Grains M Ready to eat Snacks Beverages M Pet life Household supplies M Cosmetics [l Tobacco
M Fresh M Packaged food Diary Water Il Baby products Personal care Il Alcohol
0

market

0
CVS

|
channel ' 2
EEEnE . - - R
05,
0

Source: MIYA payment data engine, McKinsey China retail POS analysis 20191201 — 20200510 McKinsey & Company 15




COVID impact on consumers
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Australia will decline by ~10% in 2020
Private consumption, indexed (2019 Q4=100)

Scenario Al as of June 10, 2020

COVID-19 will bring a seismic change, as private consumption in

124 _
Pr|Va.te 2020 Return to
120 1 Consumption  Private Pre-Crisis
116 | Drop 2019Q4- Consumpti | evel
112 | 2020Q2 on Growth Quarter
% Change % Change (+/- 1Q)
108
104 ,
Australia -12.7% -9.7% 2022 Q3
100
96
NZ -13.8% -10.1% 2022 Q3
92
88 China -10.2% -6.9% 2021 Q1
84
80 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 ) UK -177% -138% 2024 Ql
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2019 2020 2021 2022 2023 USA -16.8% -12.1% 2023 Q1

— New Zealand — Australia — China United Kingdom = United States

Note: Seasonally adjusted by Oxford Economics

Source: McKinsey analysis, in partnership with Oxford Economics

McKinsey & Company
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3 underlying attitudinal and emotional changes as a result of

COVID-19

Committing

People are making new and
renewed commitments to
their values and goals (e.g.,
work, family) which will
shape their life choices
moving forward

O
R

O0Q

Conscious
decision making

People are making more
conscious decisions about who
they spend time with, where
they go, what they do, how they
do it, and what they buy —
based on value and risk

Control seeking

People are looking for ways to
assert control in their life
wherever they can (e.g. diet,
spending, environment) in order
to feel safe and comfortable and
safeguard their future

Source: McKinsey Design “New Possible” Global Ethnographic Research n=122; McKinsey Design Consumer diary. Research n = 12, McKinsey & Company COVID-19 Australia Consumer Pulse Survey McKinsey & Company



Leading to significant behavioural changes for the typical consumer

AUSTRALIA EXAMPLE

f Nesting at home I Deep-dive to follow

f Spiky spend on at-home categories

I Shopping & Consumption IWOI’k /8 Impacton household spending

l Life at Home

t Channel shift with stronger reduction in

= Increasing unemployment; with government
offline channels t g ploy g

holding hand under personal income Change in trend from pre-Covid
4 Significant

Overall spend decrease, with larger impact
($) t Little change/stable

on discretionary spend; with increase price
consciousness

t Remote working tools picking up and
employees getting used to working from home

e Communication & information

Learning \
t More time on digital media platforms

Education across ages taking place

360 view of
more at home than before

AU/NZ
consumer
behaviors

t Spend on products with learning

s Shift to digital content
adjacencies 9

Travel & Mobility

Play & Entertainment

t Lots of time freed up by reduced commute

- Significant reduction in travel, mostl
f 9 Y and/or work time

regulation-induced, and a shift to

individualistic modes of transport . .
P t Shift away from out of home entertainment to

t Reduction in normal volumes of out of at-home entertainment

home consumption Health & Wellbeing

f Increased focus on health & hygiene, and related categories

Spend on organic & fresh food, supplements, etc.

McKinsey & Company 19



Some of the behaviour changes we saw in the lockdown are new, while some pre-
existing trends have been accelerated

Il New trend
B Acceleration
[l Discontinuity

Declinein
consumption

Shake-up of
preferences

Digital
acceleration

Source: Pulse survey, desk research, McKinsey analysis

i

Life at home

Home is recast as

the new coffee shop,
restaurant and scene
of entertainment with
unprecedented increase
in home activities

B Nesting at home
M Surge in online

M Decline in out of
home consumption

=

Shopping &
consumption
Shopping &
consumption has
witnessed a
complete
redistribution within
the share of wallet

=

Play &
entertainment

Play & entertainment
has movedonline
and whilst seeing an
increase in share of
time, it has decreased
in share of wallet

M Trading down?
B Larger basket,

reduced frequency

B Decline in dis-
cretionary spend

M Preference for
trusted brands

M Increase in grocery

M Surge of
e-commerce

M Digital entertainment

M Entertainment
channel shift (e.qg.
cinema to streaming)

B Additional play time

&

Health &
Wellbeing
Health &
Wellbeing has
become a
priority whilst
moving digital

B Focus on health
& hygiene

B Acceleration of
organic,
natural, fresh

M Fitness on
demand at-
scale

M Rise of tele-
medicine

'aé'a

Travel &
mobility
Consumers are
staying put at
home while foot-
fall is moving from
City centers to
residential areas

2

Comm. &
information
Communication
and media is
shifting to ad-
light space which
impacts ability
to market

B Reduction in
tourist spend &
travel retail

B |ncrease in
domestic tourism

B Avoidance of
public transport

B Reduction in on-
the-go consump.

B Shiftin media
and info
consumption?

AUSTRALIA EXAMPLE

o

Work

Work has
become
largely remote
while offices
have become
digital

M Rise of
unemploy-
ment

M Remote
working

Learning
Learning and
studying has
become
virtual with
new tools
being adopted

M |ncreased
spending on
learning
adjacencies

M Rise of
remote
learning

McKinsey & Company 20



The impact is not the same for everyone

Consumer segment profiles

Work

(ONe]
@]
@]
Segment Out trying to make
ends meet
Share of
pop, %

Living week to week prior to
COVID-19 with government
assistance or in low-wage jobs

Expected change in income is

minimal

Low income

Gender, % Age, %
56

©

Optimistic elderly

Moderate impact on earnings
but highly concerned over safety

Financially secure but worried
about the health and the
economy

91% made no adjustments to
rent or mortgage costs

Skews low to middle income

Gender, % Age, %

O B

. Male . Female

. Gen Z . Millennials . Gen X

v/
U

Still stable and secure

Employed & minimally affected
by the pandemic

Affluent before the onset of
COVID-19 and little has
changed during the crisis

Minimal change in income,
saving, and spending

Skews affluent

Gender, % Age, %

31

Boomers

AUSTRALIA EXAMPLE

1

My income is jeopardised

Feeling a major impact on
finances due to job or income
loss

61% have experienced a drop in
income, and 37% are expecting
a further decline

Skews low to middle to high
income

Gender, % Age, %

Source: McKinsey & Company COVID-19 Australia Consumer Pulse Survey 6/19-6/21/2020, n = 799; sampled and weighted to match Australia’s general population 18+ years

McKinsey & Company 21



Work

Optimism is linked to changes in income
Net impact by category?!

OO0 00 AUSTRALIA EXAMPLE
o) @ Vv @&?%
o U

Out trying to make ends
meet Optimistic elderly Still stable and secure My income is jeopardised

Income? -6 -11

Spending?3 1 -15

Saving* -15 6 0
Economic®

optimism

1. Net impact is calculated by subtracting the percentage of respondents who expected a decrease in the metric, from those who expected an increase

2. Q: How has the coronavirus (COVID-19) situation affected your household income over the past two weeks?

3. Q: How has the coronavirus (COVID-19) situation affected your household spending over the past two weeks?

4. Q: How has the coronavirus (COVID-19) situation affected the amount you can save over the past two weeks?

5.  Q: 1 am optimistic about Austrlaia's economy?

Source: McKinsey & Company COVID-19 Australia Consumer Pulse Survey 6/19-6/21/2020, n = 799; sampled and weighted to match Australia’s general population 18+ years McKinsey & Company 22



Four archetypes of country impact are emerging from COVID-19

Countries

Characteristics

Selected
highlights

“bump in the road”

2 Large impact — intensified
consumer pressure

3 Large impact — moderate
consumer pressure

Moderate impact — new
trajectory developments

1 Muted impact —

Developing, high growth
High hygiene sensitivity
High digital penetration

Smaller economic shock (emerging
signs of recovery appearing) — similar
shocks in recent history from SARS and
regional currency crises

Limited impact from trading down
and discretionary spending decline in
Next Normal

Low to moderate impact on hygiene
preferences (already high pre-COVID)
and slight upliftin health awareness

Likely slowdown of sustainability
agenda,; search for large national
brands

Acceleration of digital penetration
from high baseline; high satisfaction
enabled infra-structure and digital
‘nativeness’

i

1

Developed, low to moderate growth,
lower social welfare protection

Moderate hygiene sensitivity

High digital penetration

Unprecedented economic shock with
long recovery outlook; lower
unemployment protection and benefits

High impact from trading down in
Next Normal, influenced by discount and
PL development

High impact on hygiene preferences
and upliftin health awareness —
increasing emerging of ‘safe shopping’

Likely acceleration of sustainability
agenda; search for local and A-brands

Uplift of digital penetration across
activities from high baseline; high
satisfaction enabled by infrastructure
and online channel development

= s =
-. Il -R-:."

Developed, low to moderate growth,
high social welfare protection

Moderate hygiene sensitivity

Moderate digital penetration

Unprecedented economic shock with
long recovery outlook; larger
government support

Moderate impact from trading down
in Next Normal (less developed
compared to US / UK)

High impact on hygiene preferences
and upliftin health awareness —
increasing emerging of ‘safe shopping’

Acceleration of sustainability agenda
and awareness; search for local and A-
brands

Uplift of digital penetration across
most activities; mixed satisfaction
enabled by differences in infrastructure,
service quality and channel
development

<O =t

Developing, moderate to high growth
Moderate to low hygiene sensitivity

Low digital penetration

Moderate economic shock with mixed
impact (large informal markets and
people outside of global consuming
class)

High impact on hygiene preferences
and health awareness — online and safe
shopping trajectory uplift

Likely reversal of sustainability
agenda giving way for economic
certainty; search for large and global A-
brands

Increasing digital trajectory from
lower baseline with longer outlook for
widespread penetration

McKinsey & Company 23



Value-driven behaviour changes could fall on the either end and the
pull and magnitude will depend on the country starting points

Conceptual

Increase of human interaction
Backlash of lockdown

Need for physical reconnection

Sustainability refreshed

COVID-19 seen as a rehearsal of
climate change

Push of purpose-driven brands
Bailouts for “green” companies

“Explosion of small’
Return to authenticity

Unhinged consumerism
Forced accumulated saving

Post-lockdown treating yourself
High inventory

Spectrum of COVID-19 shift

() PEL '
‘!' @T"Ab" ‘
5 —_—
e

—_
Will the pull be reverted?

[

@ & 9 ®
4—4_' —

«—>
COVID-19 as a )
wake-up call? )

Hygiene, safety &
economics over
sustainability

£ @@ @ )
—

— _—
Lookout for China always had a
trusted global brand &
brands national brand focus
O o @
—> ——> —>

Moderation as part of the
sustainability agenda pre-Covid

’ Country starting point ~ — Direction of pull
due to COVID-19

Hikikomori

“Gone to digital life”

Remote working, social distancing,
surge of digital spend

Sustainability downgraded
“Unemployment > environment”

Surge in single-use plastic

Sharing economy decrease due to
hygiene-driven individualism

Return of A-brands
Flight for safety
No stockouts

Consumption moderation
Financial insecurity

Rethink of values post lock-down

TR MAKE,  SEE.

DO MORE, BUY LESS

Source: McKinsey analysis, press search

McKinsey & Company 24



User experience drives ‘Next Normal’ stickiness, with service qua-
9

lity and infrastructure being key differentiators between countries
Next Normal will be influenced by changes in behavior and user satisfaction

Next Normal
) _ impact for
User growth increase?! (%) @ Intent to continue? (%) @ Australia
Grocery 30% Y &= P O 80% . -
K S LY = M
delivery 39% 60% 9% 61% 51% 9% ° { == Y,‘h\,_é < ° edium to big impact
. 2 0 P, - 100%
checkout | OO _@—"  Areadyrere
5% 8% 11% 13% 10% —

204% 195%

Telemedicine [ g . 30% @)= 80% Small impact

(physical) 44%

Online
streaming 220 30% < . e 80% :
7% 8% 6% 9% 9% 0 — | ’_-,‘L,_g' ’—a @ ° Small impact

S= 0 N =
1 NS I

1 User growth is calculated as % of respondents who replied that they are new users over % of respondents who replied that they were using the product/service pre-COVID (using more, using the same or using less).
2 Q: Compared to now, will you do or use the following more, less, or not at all, once the coronavirus (COVID-19) situation has subsided? Possible answers: “will stop this”; "will reduce this”; “will keep doing what | am doing now”; “will increase
this.”;

Source: McKinsey & Company COVID-19 Pulse Surveys McKinsey & Company 25



Our first hypotheses of which behavior changes could stick

Decline in
consumption

Shake-up of
preferences

Digital
acceleration

& o

b L

Reduction in int. travel retail

Increase in domestic tourism

Reduction in on-the-go consumption

Larger basket

O Preference for trusted brands

@ Sustainability

il
(A

Nesting at home

Trading down & price sensitivity
b Reduction in discretionary spend

Focus on health & natural
Switched to a “store” brand
Switched to a discount store

oo

Self check-out

Online fitness and Wellness

Click n collect
Online grocery shopping
Surge of e-commerce

Preference for digital entertainment

[#2 Remote working
[#2 Virtual hangouts - - -
=1 Buy online for in-store pickup
&, Rise of telemedicine =5 Watching e-sports
Entertainment channel shift from physical to digital [#2  Remote learning for me
759 Store curbside pickup [#5  Playing online gaming
Probably temporary Enduring

D Jury’s out

Trends driven by decline
in consumption are likely
to stick beyond the
recovery of disposable
income and would have
generational impact

Stickiness of new
emerging preferences is
yet to be determined

Most digital accelerations
are likely to be sticky —
degree of magnitude

is yet to be determined
and this would be
influenced by

company actions

Source: Pulse survey, desk research, McKinsey analysis
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Implications for CPG

McKinsey & Company 27



What are the known knowns?

Macro-economic disruption on a scale not seen
since our grandparents

Huge

. By and large, radical acceleration of existing trends,
Acceleratlon and amplification of existing strengths (and

weaknesses)

s It will take a long time to play out and will evolve in
Mllltl Stage stages with false dawns along the way

. As one uncertainty resolves, another will replace
Uncertalnty it—deep systemic uncertainty is here for a while

On the other side of the long dark tunnel we will
Portal to new come out in a different world

McKinsey & Company 28



New way to operate

Changes to strategy

More force and speed

Playing for a new end-game

Scenarios not forecasts

Hedged portfolio approach

Dynamic adaptation

No change: big moves!

Changes to budget and planning

Differentiated approaches to Bus

The quarter is the new year

Base budget plus flex

Triggered release/gates

Assumptions budget

No change: solve for resource allocation

McKinsey & Company
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Won’t get there on autopilot

Autopilot Emergency flying

Fixed destination Multiple potential destinations/re-routing
Set the controls in advance Real time controls

Long range forecasts Short interval loops

Passive monitoring—manage to deviation Continual tracking to live forecasts

Hide the details Fingers on every dial

McKinsey & Company 30



What is your ‘new normal’?

A
Extent of the
business model Shift your Shape a
disruption business whole new

model business

Sustain your
business and
restore
operations

Restructure
your company
and/or industry

Hardly
anyone

Depth and length of
the demand
disruption in your
industry

McKinsey & Company 31



Future is NOW —what CPGs do now will shape the Next Normal

Early view on implications for CPGs

Rethink the
core

Rethink business
model and digital
engagement: spot shifts
in consumption patterns
and lead loyalty changes

Consider M&A options:
assess ability to
consolidate or expand
product or capabilities
inorganically

Rethink products &
new product
development

Revise growth drivers in
product portfolio: .e.g.,
Occasion, Product, Channel and
Price

Adapt formats to new needs:
polarization in pack size (large and
single packs) and hygiene
certainty (include
health/hygiene/safety attributes
into products)

Consider ability to enter into
private label partnerships
(where applicable)

Transform
channels/ stores

Review retailer
segmentation in light of
changing environment:
Decreasing footfall in
previously-dense white collar
professional areas and
tourist-heavy cities, loyalty
shifts, challenged retail
channels — cinemas for food
& drink sakes or gyms for
sports nutrition

Accelerate e-commerce:
Set-up/scale-up the Direct-
to-Consumer channel and
deepen relationships with
third party e-comm partners

Reinvent
marketing

Stay relevant across
multiple touchpoints
(brand.com, platforms,
e-retailers, own stores, multi-
brand stores)

Allocate resources in line
with journey shifts, e.g.,
increase digital engagement
(social, influencers D2C)
away from OOH, print,
trade marketing

Win in loyalty shifts:
ensure first-class CRM
system, foster trust through
communication and
incentivize first-time
shoppers

McKinsey & Company
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Disclaimer

McKinsey does not provide legal, medical, or other regulated advice or
guarantee results. These materials reflect general insight and best practice
based on information currently available and do not contain all of the
information needed to determine a future course of action. Such information
has not been generated or independently verified by McKinsey and is
iInherently uncertain and subject to change. McKinsey has no obligation to
update these materials and makes no representation or warranty and
expressly disclaims any liability with respect thereto.
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