Private labels dominate FMCG sector amid shifting consumer preferences
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A comprehensive report from Circana has highlighted the growing dominance of Private Labels in the fast-moving consumer goods (FMCG) sector across Europe, indicating a notable shift in consumer preferences amid inflationary challenges. The report, titled "Private Labels: Transformation for Growth," suggests that Private Labels have successfully capitalised on changing consumer behaviours by offering affordable and high-quality products that meet demands around health, sustainability, and value.
As of March 2024, Private Labels achieved a remarkable 9.4% growth in value sales and a 2.2% increase in volume sales across the six largest European markets, known as the EU6, which include France, Germany, Italy, the Netherlands, Spain, and the United Kingdom. Their market presence has grown to 39% in value sales and 46% in unit sales, establishing them as key competitors to National Brands.
Ananda Roy, Senior Vice President of Thought Leadership at Circana, commented: “Private Labels have redefined the competitive landscape, not just by offering lower prices but by consistently delivering quality, innovation, and sustainability. Their success underscores a broader consumer shift towards brands that align with their values."
Interestingly, investment in sectors like Chilled & Fresh Foods, Household Care, and Personal Care has resulted in the highest penetration for Private Labels, with Baby Food and Pet Non-Food categories witnessing growths of 2.3 percentage points and 2.2 percentage points, respectively. Spain leads the charge with an impressive 48% market share in Private Labels, followed closely by Germany at 43% and the Netherlands at 42%.
While National Brands have attempted to respond with promotional strategies to regain footing, they faced a challenging environment with only modest recovery. It was noted that 43% of National Brand units sold in the UK were sold on promotion, yet they continue to fall short in overall growth compared to their Private Label counterparts.
The report also addresses concerns regarding a slowdown in innovation within the FMCG sector, highlighting a 17% reduction in new product launches attributed to supply chain disruptions and a focus on core product ranges. This slowdown poses a risk of the FMCG sector becoming an 'innovation desert', pushing both Private Labels and National Brands to enhance innovation as a critical driver of organic growth.
Looking to the future, Circana forecasts continued growth momentum for Private Labels buoyed by investments in range expansion, premiumisation, and sustainability initiatives. Consumer preferences leaning towards health, wellness, and ethical consumption are expected to shape future purchasing decisions, emphasising the need for brands to align their offerings with these evolving values.
The economic climate also hints at a cautiously optimistic outlook for the FMCG sector, with projected GDP growth in the Euro area for 2025 at +0.4 percentage points year-on-year. Circana suggests that while Private Labels are likely to maintain their trajectory, National Brands may narrow the gap by embracing innovation and diversifying their product portfolios.
Roy further stated, “2024 marked a pivotal year for the FMCG industry, with Private Labels setting a new standard for growth and innovation. Looking ahead, 2025 will be a defining year for both Private Labels and National Brands, as long-term success will hinge on their ability to innovate and connect with evolving consumer needs.”
In summary, the report indicates a transformative period for the FMCG sector, with Private Labels gaining significant traction in the market while National Brands seek new strategies to stay competitive.
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