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The Egyptian FMCG sector stands at a critical
juncture, facing both unprecedented challenges and
significant opportunities. Historically, growth in this
sector was driven primarily by expanding domestic
volumes, supported by Egypt’s large and steadily grow-
ing population, rising urbanization, and increasing
demand for consumer goods. For many years, FMCG
companies capitalized on these favorable demographic
trends to scale operations and capture market share.
However, the landscape has shifted dramatically due to
persistent macroeconomic headwinds. Among these,
the most impactful has been the steep and recurrent
devaluations of the Egyptian Pound (EGP), which have
severely disrupted business economics and consumer
confidence. These currency instabilities ripple through
the economy, leading to inflationary pressures that
erode purchasing power and create volatility in input
costs. Simultaneously, restrictions and shortages in
foreign currency availability complicate the importation
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As a result, consumer spending patterns have under-
gone a fundamental transformation. Shoppers have
become more price sensitive, increasingly opting for
value-oriented products and adjusting consumption
habits. This new reality challenges FMCG players to
rethink traditional volume-driven growth models that
are no longer sustainable in isolation.

In this evolving context, FMCG companies in Egypt are
compelled to adopt more sophisticated, multi-dimen-
sional growth strategies that transcend domestic
boundaries. Success now depends on balancing
Egypt's competitive manufacturing cost advantages
with a strategic focus on building robust regional com-
mercial capabilities and strengthening brand equity
across neighboring markets, allowing companies to
navigate economic uncertainties while still unlocking
the full potential of Egypt’s position as a regional FMCG
hub.

of raw materials and packaging—key components in
FMCG manufacturing.

1.

Local Currency Devaluation Squeezing FMCG Margins

The persistent and steep devaluations of the EGP have emerged as the most defining macroeconomic challenge
facing the FMCG sector. Since 2016, the EGP has lost over 70% of its value against the USD across multiple waves of
devaluation—most notably in 2016, 2022, and 2024—each time triggering inflationary surges and destabilizing
consumer markets. In 2024 alone, the EGP fell from ~30 to over 50 per USD in the parallel market, sending shockwaves
across all segments of the value chain.

Input Cost Explosion

FMCG production in Egypt remains significantly dependent on imported inputs—ranging from raw materials
(oils, sugar, milk powder) to packaging materials (PET resin, aluminum foil, inks, and labels). With import bills
denominated in USD or EUR, devaluation causes a direct surge in local production costs. For example, packag-
ing material prices in EGP increased by 23-28% YoY in 2024, depending on category. Moreover, logistics and
energy-linked inputs, like fuel and transport, further compound cost inflation as global oil prices remain volatile
and partially dollar-linked in local cost pass-through mechanisms.

Declining PMI Signals Contraction

Egypt’s Purchasing Managers’ Index (PMIl)—measuring the health of the manufacturing and services
sectors—has remained in contraction territory (below 50) for over 50 months (with the exception of an
expansion in August 2024 and January 2025)—standing at 49.5 in June 2025—indicating sustained economic
stress and weak business sentiment. For FMCG companies, which depend heavily on timely imports of raw
materials like packaging and ingredients, this contraction translates into deteriorating supplier performance
and longer lead times. Supply chain disruptions, in turn, increase operational complexity, raise inventory
holding costs, and complicate production planning.
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Severe Demand Fragmentation & Shifting Consumption Patterns

The real purchasing power of Egyptian households continues to deteriorate, with urban inflation averaging
28.3% in 2024, and food inflation crossing 50% YoY. These sharp increases have triggered a pronounced shift
in consumer behavior:

“Trading down” is now widespread, with middle- and low-income consumers moving toward
private labels, unbranded alternatives, or smaller SKUs.

Traditional premium SKUs have seen volume drops of 15-20% YoY in some categories.

95% of Egyptian consumers have changed how they shop for FMCG products. Preferred saving
strategies include shopping only for essentials (32%) and shopping more often at discount/value
stores (30%).

Pack resizing (OBPPC) strategies—optimizing offerings by Occasion, Brand, Price, Pack, Chan-
nel—have gained prominence. Popular tactics include launching 125g, 250g, and 400ml SKUs to
replace legacy 5009 or 1L packages.

Revenue lllusion and Margin Compression

While some FMCG firms report double-digit revenue growth in local currency terms, this often masks under-
lying margin erosion and flat or negative growth in USD terms. For multinationals reporting in hard curren-
cies, this "revenue illusion" distorts profitability.

Dairy, edible oils, and beverages are among
the hardest hit—dairy products rose by
around 11%, edible oils surged up to 50-57%,
and beverages increased steadily—given their

high reliance on imported raw materials.

Infant formula and cosmetics have seen
sharp price hikes, some by over 60-70% YoY,
pushing consumers toward domestic substi-
tutes or second-tier brands.

Household cleaning products, while more
locally sourced, face pressure from rising
packaging (45%) and logistics costs.
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2.

The Export Push

A Strategy with Structural Limitations

As domestic margins come under mounting pressure, Egyptian FMCG companies have increasingly turned to exports
as a strategic hedge—drawn by the appeal of hard currency earnings and access to faster-growing regional markets.
However, the prevailing export model—centered on bulk shipments to third-party distributors—while offering
scalability, introduces critical structural limitations that constrain long-term value creation:

Limited Pricing and Channel Control

Relying heavily on intermediaries grants distributors significant control over retail pricing,
positioning, and promotion. These partners often prioritize volume over brand integrity,
leading to aggressive discounting, margin dilution, and brand devaluation. Without direct
control of shelf presence, merchandising standards, and channel mix, FMCG exporters risk
commoditization and reduced consumer visibility.

Low Brand Affinity and Cultural Disconnect

The absence of a localized presence limits the ability to tailor brand messaging, packaging,
and products cultural preferences. Localization—a critical driver of consumer loyalty—is
difficult to execute through distant partners, limiting brands’ ability to build meaningful
brand equity or differentiate from local and global competitors.

Fragmented Market Intelligence

Exporters operating through third parties often face restricted access to real-time data on
consumer behavior, category trends, and retail execution, weakening responsiveness and
strategic agility. This lack of market visibility is a critical disadvantage in dynamic environ-
ments where consumer preferences shift rapidly and promotional effectiveness depends on
speed and precision.

While exports remain an indispensable growth lever for Egyptian FMCG
players, these structural inefficiencies call for a reimagined approach.
Companies seeking sustainable international growth are increasingly
recognizing the importance of transitioning from distributor-led exports
to hybrid or direct market entry models—whether through local
subsidiaries, joint ventures, or strategic alliances.
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3.

A Smarter Play

Building Direct Market Presence and Brand Strategy

In light of the structural limitations inherent in distributor-led export models, forward-looking Egyptian FMCG com-
panies are strategically shifting toward establishing a direct commercial footprint in key regional markets. This
evolution marks a critical transition—from volume-driven exports to brand-led, consumer-centric growth—and
reflects a deeper understanding of the importance of commercial control, market proximity, and brand authenticity.

Strategic Enablers of Direct Market Presence

Subsidiaries or ;@ A Local Sales & n/—1 *  Brand Localization and
Joint Ventures = @ Marketing Teams M Cultural Relevance

Establishing wholly owned Deploying on-the-ground com-  Adapting products to reflect
subsidiaries or entering joint mercial teams empowers com-  regional tastes, lifestyles, and
ventures enables FMCG players panies with real-time market cultural  values significantly
to take full command of core responsiveness. These teamscan  enhances market acceptance
go-to-market functions, including  build direct relationships with and differentiation. Examples

pricing, channel selection, trade retailers, monitor execution quali-  include:

terms, and brand marketing. This  ty, and tailor campaigns toreflect [

structure offers greater opera- local consumer behaviors—criti-

tional consistency and aligns caladvantagesin the fragmented Launching  flavor variants
market activities with long-term  and fast-moving retail environ- aligned with local preferences
strategic objectives. ments typical of MENA markets. (e.g., cardamom in dairy, spicy

variants in snacks).
.

— Designing localized packag-
ing and messaging that reso-
nates with local norms and
traditions.

This model represents not only a more resilient approach to external
growth, but also a foundation for long-term brand building, market
ownership, and regional leadership. In the face of ongoing currency
pressures and domestic demand fragmentation, it is increasingly clear
that success will favor those companies that build beyond borders—with

depth, relevance, and control.
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......... Yet Egypt still has
manufacturing edge

Egypt remains one of the most competitive manufactur-
ing bases for FMCG companies in the broader MENA
region, offering a compelling combination of cost
efficiency, logistical advantage, and industrial maturity.
This makes Egypt uniquely positioned to serve as a
regional production hub. However, manufacturing
strength alone does not guarantee commercial
success—especially if companies lack sufficient control
over how their products are positioned, priced, and sold
in target export markets.

Egypt’s Manufacturing Advantage

A Strong Foundation

Cost-Competitive Labor Force

Manufacturing wages in Egypt are estimated to be 50-70% lower than in Gulf Cooperation Council (GCC)
countries, offering a powerful cost edge for labor-intensive FMCG production processes. This advantage
enables companies to maintain competitive pricing while preserving production quality.

Mature Industrial Ecosystem

Egypt’s industrial zones—such as 6th of October City, Sadat City, and the Suez Canal Economic Zone
(SCZone)—provide robust infrastructure, reliable energy supply, streamlined customs processes, and strate-
gic proximity to ports and highways. These zones are designed to support scalable and export-oriented opera-
tions with minimal red tape.

Strategic Location & Regional Access

Situated at the nexus of Africa, the Middle East, and Southern Europe, Egypt offers fast and cost-efficient
access to a market of over 400 million consumers. Shipping from Egypt to Gulf or North African markets
typically takes less than 10 days, compared to 3-4 weeks from Asian competitors—providing a distinct
time-to-market advantage that’s critical for FMCG agility.
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The Risk . The Strategic Formula for

_ _ Unlocking Egypt’s FMCG Potential
Manufacturing Without

Market Ownership

Despite these clear production advantages, To fully realize Egypt’s potential as an FMCG
many Egyptian FMCG exporters still operate export engine, companies must embrace a
under the assumption that cost-efficient dual-pronged strategy:

manufacturing alone is enough to compete

regionally. However, value capture is increas- } Leverage Egypt’s manufacturing edge
ingly shifting downstream—toward those for cost-effective, scalable production.

who control pricing, branding, distribution, and
retail execution.
} Invest in commercial infrastructure in

The previous section highlighted the structural key markets—whether through local
drawbacks of a distributor-heavy export subsidiaries, JV partnerships, or
model—ranging from margin erosion to limit- on-the-ground marketing and sales
ed consumer insight. To truly capitalize on teams.

Egypt's production strengths, companies
must pair manufacturing efficiency with
deliberate commercial investment in their
target markets.

Only by combining production scale with
market intimacy can Egyptian FMCG players
move from being efficient producers to
regional powerhouses with strong brands,
loyal consumers, and defensible margins.

N1 ]
Y




2.1

Beyond Borders | How FMCG Players in Egypt are Rethinking Growth Amid Local Currency Pressures l

LOGIC

CONSULTING

5.

Essential Considerations for Growth Beyond Borders

As outlined in the previous section, capturing sustainable regional growth requires more than a strong manufacturing
base or opportunistic exports. It demands a deliberately sequenced, end-to-end strategy—one that aligns internal
operational readiness in Egypt with commercial depth and agility in target markets. This strategic formula hinges on
four critical enablers:

} Adaptation of internal operations to scale efficiently.

} Prioritization of high-potential regional markets.

} Alignment of organizational capabilities to support cross-border expansion.

} Optimization of resource allocation across the value chain.

The following sub-sections unpack the key strategic dimensions companies must address to operationalize this
framework and build lasting regional advantage.

Market Attractiveness & Consumer Behavior

The first step in any growth strategy is selecting the right markets. Companies must rigorously assess both
volume and value potential—not all large markets are profitable, and not all profitable ones are easy to pene-
trate. Equally important is understanding what drives consumer behavior:

} Do consumers value brand heritage or low prices?
} Are they influenced by promotions or by local origin?

} How open are they to imported goods?

For instance, while GCC countries import around 85% of their food needs, a growing preference for halal-certified
and “locally produced” goods adds complexity. In such markets, segmentation before entry—based on psychograph-
ics, consumption drivers, and channel mix—is crucial to avoid positioning missteps.

5.2

——— Import Dependency & Regulatory Environment

Once a market is selected, regulatory and policy clarity becomes essential. Tariffs, certifications, and labor
quotas can directly affect cost structures and go-to-market models.Equally important is understanding what
drives consumer behavior:

} GCC countries impose a common external tariff of at least 5% on most imported goods.

Non-tariff barriers such as mandatory halal certification, health approvals, and localization
quotas (e.g., Saudization) can slow down market entry or inflate costs.

Meanwhile, incentives for local production—such as in Saudi Arabia—may appear attractive
but require substantial capital and long-term compliance.
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For FMCG companies aiming to expand into or establish a presence in the GCC market, the two most relevant
types of licenses are the commercial license and the industrial license:

Commercial License =, Industrial License
Enables the company to import the products that Enables the company to manufacture the range of
are manufactured in Egypt to be sold in the target its products in the target country. It would not
country through establishing an office that would enable the importing or exporting of finished prod-
be responsible for the following: ucts unless paired with a commercial license. The
company’s presence would cover these core busi-
:®: il ness functions:
Receiving product o . E‘;‘ i
shipments and managing Managing inventory in Al
logistics inside Saudi ewned warehouses Sales & marketing locally Production
EEi i 2
Supervising local Conducting retail Sourcing & procurement Logistics & distribution
distributors QC /

L

Many companies take a phased entry approach, starting with commercial
licenses and light operations, allowing them to test the market before

committing to local manufacturing infrastructure.

——— Manufacturing Strategy

The manufacturing model must be deliberately chosen to align with commercial objectives:

\
Export-only models are lower-risk and cost-effective but suffer from reduced agility and weaker brand
presence.
o
\
Local production increases responsiveness allows better compliance with local norms and enhances
trust—but demands heavier upfront investment.
o
\
A hybrid model, used by several leading FMCG companies, blends the two—producing high-volume SKUs
locally while importing specialized or premium lines to preserve brand architecture and margins.
L

The right model depends on a combination of factors: product complexity, target market regulation, and brand
positioning strategy.
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2.4

——— Commercial Control & Brand Building

A winning go-to-market strategy requires understanding how consumers access your brand. Modern
trade formats dominate in urban GCC areas, while traditional trade channels remain powerful in North Africa
and parts of the Levant. Many companies default to distributor-led models for reach—but this often leads to
margin erosion, lack of pricing control and poor visibility into performance.

A smarter strategy involves building or co-owning local sales and distribution infrastructure, enabling
better price discipline, shelf execution, and consumer insight. While this requires higher investment, it results
in stronger brand equity and profitability over time.

At the heart of any regional strategy lies brand relevance. Without it, even the most efficient supply chains
and commercial networks fall short. Successful localization involves:

\
Tailoring packaging, flavor, and messaging to reflect regional tastes and cultural nuances.
.
\
Culturally sensitive marketing that speaks the language—literally and figuratively—of local consumers.
N
\
Digital-first engagement, especially in youth-driven markets like Saudi Arabia and the UAE.
N
A compelling example is Lay’s, which introduced region-specific flavors like
Za'atar, Charcoal Grilled Kebab, and Cumin & Lemon across Egypt and the { .
GCC—mirroring PepsiCo’s global "Taste of Home" strategy that combines >

global scale with local depth.

Bringing It All Together

These considerations are not standalone—they form the operational blueprint that translates Egypt’s
manufacturing advantage into a sustainable regional business model. From market selection to brand
building, each layer reinforces the strategic formula introduced earlier:

(11 Align internal strengths with external commercial opportunity—and
do so with precision, agility, and long-term investment. gy
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How Leading FMCG Companies Navigate Challenges

The intertwined complexities of local currency depreciation, export constraints, and the
imperative for a direct market presence demand more than strategic foresight—they

require decisive, execution-focused action. One of Egypt’s leading FMCG players, Edita
Food Industries, exemplifies how companies can effectively confront these

Aol | UNA

Edita Food Industries S.A.E.

multifaceted challenges by evolving their business models and market strategies:

Response To Local Currency Devaluation

Faced rising production costs due to Egyptian
pound devaluation, raised prices on bakery
packs from EGP 4.0 to 5.0 and wafer bars from
EGP 2.0 to 3.0, and introduced smaller packs
such as 20g Molto mini cakes and single-bar
Freska wafers to maintain affordability and
protect margins.

Direct Market Presence

In December 2021, inaugurated its first green-
field manufacturing facility outside Egypt in
Berrechid, operating through a joint venture
with 77% ownership and Dislog Group holding
20%, gaining direct control over Moroccan oper-
ations and boosting market presence and
responsiveness.

Brand Localization & Innovation

Emphasized leveraging its established brands
and production capabilities to penetrate the
market, replicating its successful model from
Egypt: However, the new range of products is
said to be customized to meet the taste and
expectation of consumers in Morocco.

Export Strategy & Limitations

Entered the Moroccan market in 2018 by part-
nering with Dislog Group, a leading Moroccan
FMCG distributor. Relying solely on distributors
limited Edita's control over branding, pricing,
and market responsiveness.

Manufacturing & Production

Maintains its primary manufacturing in Egypt
with five ISO-certified facilities producing a wide
range of bakery products, while also expanding
regionally through its Berrechid facility—featur-
ing cake and Twinkies production lines with a
combined capacity of 2.7 thousand tons per
annum.

Export Results

Net export sales rose 42.1% year-over-year to
EGP 1.6 billion, driven by strong regional perfor-
mance. Edita Morocco’s revenues grew 45.8%
to EGP 475.6 million in FY2024, supported by
increased utilization of its second production
line. Morocco has become a strategic export
hub, enabling expansion into West African
markets including Mauritania, with the first
shipment sent in November 2024.

In the GCC region, Edita entered the Saudi market by partnering with Khalifa Abdulrahman Algosaibi Cold Stores
(KACS) in 2016 to distribute its products and later expressed intentions to expand further in the Saudi market. In 2025,
the company announced plans to invest $27 million over three years to establish local production in Iraq, aiming to
transition from an export-focused model to localized manufacturing, enhancing production capacity.

10




The era of volume-driven FMCG growth in
Egypt is steadily yielding to a far more com-
plex and competitive landscape—one that
demands strategic agility and nuanced
market engagement. While traditional
export models relying heavily on third-party
distributors have delivered scale, they fall
short of capturing the full spectrum of value
creation, from pricing power to enduring
brand equity across diverse regional mar-
kets.

Egyptian FMCG companies that can har-
ness the country’s manufacturing cost
advantages while simultaneously investing
in robust commercial infrastructure and
localized brand-building efforts across the
MENA region will be distinctly advantaged
in pursuing sustainable, profitable growth.
This dual approach allows firms to insulate
themselves from domestic macroeconomic
volatility and engage consumers more
effectively in competitive, dynamic mar-
kets.

Achieving this transformation requires
disciplined execution—anchored in deep
market understanding, navigation of regula-
tory environments, channel control, and
culturally sensitive marketing strategies. By
viewing current challenges not as barriers
but as catalysts for innovation and strategic
refinement, Egyptian FMCG players have
the opportunity to redefine growth trajecto-
ries beyond their borders, emerging as
authentic regional market builders and
innovators.
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