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Al-Powered Loyalty

The Transformative
Makeover Every CPG
Brand Needs Now

Loyalty is evolving at lightning speed. It's the™
CPG industry’s turn—adapt now or risk being
left behind in this new era, ruled by Al and
evolving customer expectations!
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The Cracks in CPG

Loyalty Foundations

The Consumer Packaged Goods (CPG) industry, a longstanding powerhouse of the global
economy, is projected to add $3.18 trillion in value by the end of 2024. Despite this growth,
traditional loyalty programs that once strengthened brand-consumer relationships are
starting to show signs of wear.

Programs that thrived solely on simple transactional rewards, like discounts and points, no
longer resonate with today’s consumers. Modern customers expect personalized,
meaningful interactions that make them feel valued and emotionally connected to a brand.
Yet, many CPG brands are missing the mark by relying on price cuts rather than meaningful
engagement, ultimately resulting in a race to the bottom.

Why Have Traditional Loyalty Programs Fallen Short?

Outdated >> Many programs still rely on transactional,

Models one-size-fits-all rewards.

Missed Engagement >> Brands fail to offer real-time personalized

Opportunities interactions, losing pivotal engagement moments.

Fragmented >> Customers engaging across multiple
Experiences platforms are frustrated by inconsistent,
disconnected experiences.

With 72% of consumers willing to leave a brand after a single negative experience, the
stakes have never been higher. To stay relevant, CPG brands must evolve their loyalty
strategies to meet the heightened expectations of modern consumers.



The New Paradigm
Al-Driven Loyalty for CPG Brands

As consumer expectations evolve,

traditional loyalty programs are no

longer enough. Today’s consumers want

more than just discounts and @rQ

points—they seek personalized,
meaningful interactions that make them

feel valued. CPG brands, often distanced
from direct consumer relationships due
to third-party retailers and grocers, face
unique challenges in meeting these
demands. To stay competitive, they must
embrace Al-powered loyalty programs
that offer dynamic, personalized
experiences and build deeper

connections with customers.
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Key Challenges Al-Powered Loyalty Solves for CPG Brands

Limited Direct
Customer Interaction
CPG brands often struggle
with a lack of direct
consumer engagement. Al
bridges this gap by

gathering and analyzing

data from multiple
touchpoints—such as
e-commerce platforms,
loyalty apps, and other
digital channels—giving
brands access to deeper
insights about their

consumers.

Fragmented

Consumer Data
Customer data is often
scattered across various
platforms, making it difficult
for CPG brands to form a
unified view. Al consolidates
this fragmented data,
providing a holistic view of
customer behavior and
preferences, empowering
brands to create more
targeted and effective
loyalty strategies.

Outdated,

Transactional Programs
Traditional loyalty programs
that rely solely on points or
discounts no longer resonate
with today’s consumers.
Al-driven programs allow
brands to offer dynamic,
personalized rewards that
align with individual
customer needs and values,
driving higher engagement
and long-term loyalty.




Why Al-Powered Loyalty
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is Crucial for Modern Brands

With 73% of consumers expecting personalized experiences,
Al-powered loyalty programs are no longer optional—they are essential

for success. These programs help CPG brands:

Gather and Analyze Create Unified
Consumer Data Customer Insights

Al collects and analyzes data By consolidating data from
from various touchpoints, . different sources, Al provides
allowing brands to better :  brands with a 360-degree
understand and engage :  view of their customers,
their customers. © enabling more precise and

meaningful interactions.

Move Beyond
Transactional Rewards

Al empowers brands to
offer personalized, dynamic
rewards that go beyond
simple discounts, ensuring
each customer receives
rewards that resonate with
their individual needs.

What Al-Powered Loyalty Delivers for CPG Brands

Real-Time
Recommendations
Al anticipates customer

Dynamic,
Personalized Rewards

Al tailors rewards to the

behavior, delivering customer’s lifecycle and d ;

personalized offers at the interactions, adapting over:

exact moment customers time to stay relevant and .

are most likely to engage, maintain customer

driving better results. interest.

%

Emotional Connections
By offering authentic, personalized experiences,
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Al fosters deeper emotional connections with
customers, transforming transactional
relationships into lasting loyalty.
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How Al is Revolutionizing

Customer Loyalty Everywhere

Brands are leveraging Al to cultivate meaningful, value-driven connections that
align with customers' personal values and lifestyle preferences. Here's how Al is
creating loyalty that goes beyond purchases.

‘" Hyper-Personalized Experiences that Reflect
20, Lifestyle, Not Just Spending

Al is enhancing personalization by recognizing the broader lifestyle and preferences of each
customer, not just their buying behavior. By analyzing data across channels—from social media
interactions to content engagement—brands can understand each customer’s values, habits,
and interests. This allows brands to provide meaningful content, tailored tips, or lifestyle
suggestions that add value without being purchase-centric. When customers feel that a brand
understands and enhances their lifestyle, they are more likely to develop a lasting connection
that doesn’t rely on discounts or rewards alone.

@ Anticipating Customer Needs with
® Real-Time Relevance

Rather than focusing solely on transactional rewards, Al's predictive capabilities allow brands
to engage with customers at moments that genuinely resonate. For example, a CPG brand can
offer timely reminders, product usage tips, or relevant content that aligns with the customer’s
personal schedule or consumption habits. This real-time, needs-based engagement positions
the brand as a helpful, supportive presence in customers’ lives, creating loyalty through
convenience and relevance rather than purchases. This shift from transactional engagement to
need-based assistance fosters a sense of reliability and trust.

@ Building Loyalty Through Health and
% ._Cfﬂ Wellness Support

For CPG brands in the food, beverage, or personal care sectors, Al can help create health and
wellness journeys tailored to individual goals. Brands can offer personalized content, such as
nutritional advice or wellness challenges, alighing with customers’ health aspirations rather
than incentivizing purchases. By supporting customers’ wellness goals, brands demonstrate a
deeper commitment to their long-term well-being, enhancing loyalty through shared health
values and genuine care for their lifestyle.
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Emotional Connections Through
Value-Based Rewards

Brands are increasingly recognizing the importance of emotional loyalty. Al enables CPG
brands to offer rewards that reflect shared values, such as sustainability, social causes, or
community initiatives. Instead of traditional point-based rewards, brands can offer customers
opportunities to participate in eco-friendly initiatives, donate to causes they care about, or join
community events. These value-based rewards build loyalty through shared beliefs and
genuine impact, creating bonds that go beyond the immediate transaction.

Sustainability Initiatives That Resonate with
Eco-Conscious Customers

As customers become more environmentally conscious, brands can leverage Al to connect with
them around sustainability goals. Al can analyze customer preferences for eco-friendly options,
enabling brands to create reward structures that celebrate these choices. For example, brands
can introduce green loyalty initiatives—such as carbon-offset programs, sustainable product
recommendations, or eco-education content—that support customers’ values without focusing
on purchases. This approach enhances loyalty by making customers feel they're contributing to
a positive impact alongside the brand, reinforcing a shared commitment to sustainability.

@% Prioritizing Data Privacy and Ethical Al Use

In a world where data privacy is crucial, Al enables brands to build trust by providing transparency
and control. Rather than collecting data solely to drive purchases, brands can give customers
insights into their own habits, helping them make informed choices that align with personal
values. This ethical approach respects the customer’s autonomy, reinforcing trust without the
pressure to buy. When customers feel that their data is respected and used responsibly, they are
more likely to stay loyal to the brand for the long term.

By focusing on value-driven, experience-based engagement over transactional rewards, CPG
brands are redefining customer loyalty. Al helps these brands to connect on a deeper level,
fostering loyalty that’s rooted in lifestyle alignment, values, and trust, rather than purchases alone.
This shift toward meaningful, non-transactional loyalty is transforming how customers experience

their favorite CPG brands, leading to stronger, more resilient relationships in today’s competitive




Measuring Success:
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Key Performance Indicators (KPlIs)
for Loyalty Programs

To gauge the success of a loyalty program, brands must
establish clear, measurable objectives. Critical KPIs include

(M) Customer Acquisition
298 Cost (CAC)

Measures the cost of acquiring a new
customer. Reducing CAC through
loyalty initiatives can make retention
more cost-effective compared to
acquiring new customers.

@ Customer
&)

Retention Rate

Measures the percentage of repeat
customers. A successful loyalty
program should demonstrate higher
retention rates, which directly
impacts long-term customer loyalty.

§ % . Customer Lifetime
-V Value (CLV)
Calculates the total revenue expected
from a customer over time. Loyalty
programs should aim to increase CLV

by driving more frequent and
higher-value purchases.

@ Average Order
>~ Value (AOV)

Represents the average amount spent
each time a customer places an order.
Loyalty programs should encourage
customers to spend more during each
transaction, increasing AOV.

@ Engagement Rate

Tracks customer interactions with the
loyalty program, such as app logins and
reward redemptions. High engagement
signals active customer interest and
potential for increased spending.

@ Conversion Rate

Tracks the percentage of loyalty program
members who make a purchase after
interacting with loyalty initiatives, such as
rewards or promotions. A higher
conversion rate reflects the program’s
effectiveness in driving purchases.

Aligning loyalty objectives with broader business goals ensures the program drives overall

success. For instance, if a brand aims to increase retention by 15%, the program should focus on

personalized touchpoints, relevant rewards, and retention-driven campaigns. Additionally,
optimizing AOV and CAC can lead to greater profitability, making loyalty programs a key

contributor to sustainable growth.
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How CPG Brands Can Benefit @

-

(] , -
from Capillary’s Loyalty Tech -
At Capillary Technologies, our Al-powered loyalty solutions are &
designed to meet the unique needs of CPG brands, addressing both V2@ 2 B
B2B and D2C loyalty challenges. We provide solutions that help you e 4
build stronger relationships with your retail partners and deepen . =5

connections with your consumers.

Two Core Approaches to CPG Loyalty

Foster genuine, long-lasting relationships directly with your customers,
enhancing brand loyalty and retention.

$=2 D2C Loyalty
=

g Strengthen your connection with retailers and distributors, driving more

Ve B2B Loyalt
E yalty

efficient relationships and engagement.

Capillary’s CPG Suite of Solutions
Capillary offers a comprehensive suite of Al-driven solutions, equipping brands to meet

evolving needs

EJ%E Data Capture & New ot  Incentivize
L3 . oge . [ [-I .
Digital Capabilities == Consumption

ollect data across channels to Drive product and information

adapt to consumer behavior. consumption with tailored loyalty
- . . strategies.
reny] Direct Ordering System A . L. .
[283; , ) {:Cf_% Drive Digital Adoption
~— Enable direct ordering to Yo

optimize performance. Increase digital channel usage

through loyalty incentives, achieving
o;ggo Expand Connections revenue growth.
& L] L]
& Channels @ Diverse Reward Choices
Engage retailers, distributors, and Offer flexible rewards, including

consumers through Al/ML-driven

. catalogs, bank transfers, and
strategies.

wallet-based redemptions.

Why Choose Capillary’s CPG Loyalty Solutions?

Capillary’s loyalty suite [€&-  Seamless Migration
—)‘_ Tailor programs to meet specific goals.

provides flexibility, scalability,

and real-time insights, Real-Time Insights

enabling brands to: P .
Gain visibility into market penetration,

consumer reach, and feedback, addressing key
challenges post-launch.

@
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A Case in Point

Conglomerate Doubles Customer Transaction
Rate through Capillary’s Al User Segmentation

A leading conglomerate, with over $3 billion in revenue, partnered with Capillary to
improve customer engagement in its personal care category.

Objective

To improve the hit rate—defined as the percentage of customers who transacted after receiving

communication—by using Al-based segmentation to send personalized communications.

Results

Capillary’s Al-powered segmentation was compared with traditional methods across 10,000
customers:

Campaign Hit Rate (Al) Hit Rate (Traditional)

Personal Care Segment 20% 9%

Large Family Segment PAOY 7%

Key Findings

Al-driven segmentation Improved Personalization: Scalable Success:
more than doubled the hit Al created tailored customer The results proved
rate compared to traditional communications, leading to scalable across different

methods. better engagement. customer segments.
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B2B Loyalty Program that Boosts Transactions by 221%
and Transformed the Route to Market Strategy

A global consumer goods company leveraged Capillary's loyalty solution to
strengthen its distribution network and engage independent retailers through a
multi-tier B2B platform, transforming transactions and ordering.

Objective

To utilize data-driven insights to:

¥ @ %

Enhance retailer Increase Provide deeper Offer personalized
engagement. transaction values visibility into rewards that
and repeat retailers' purchasing resonate with
purchases. behaviors. retailer needs.
Results

183% 124% increase in 221 % increase in

increase in average transaction transaction volume per
orders placed value (ATV) through customer due to
precise outlet targeting. reward-based incentives.

via the app.

Key Findings

Data-Driven Insights: Personalized Rewards: Transparency and Flexibility:
Granular targeting Retailers could earn and The platform provided retailers with
based on retailer redeem reward points real-time visibility into their orders
purchasing behavior based on their and reward points, enabling them to
enabled personalized transactions, choosing manage and redeem rewards at their
rewards and offers, rewards that fit their convenience. This transparency built
leading to heightened specific needs, creating trust and fostered loyalty,
engagement and a more customized and differentiating the program from
increased sales. satisfying experience. traditional B2B setups.
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Final Thoughts

In a rapidly evolving marketplace, CPG brands face the distinct challenge of not
owhning a direct customer relationship. This limits their ability to gather real-time
consumer insights, personalize experiences, and ultimately, build lasting loyalty.
Without this direct line to customers, brands risk being outpaced by competitors

who engage at a deeper, more personal level.

Capillary’s Al-powered loyalty programs bridge this gap, providing CPG brands
with robust tools that drive meaningful customer engagement, boost retention,
and foster brand advocacy. Today, Al is not merely a future consideration for
loyalty; it's transforming the present. By enabling real-time, personalized
interactions, Al-driven strategies are reshaping loyalty programs, achieving
measurable improvements in customer engagement and retention. Brands that
have already embraced Al see impressive results—up to a 30% increase in

customer lifetime value and a 25% reduction in churn.

As CPG brands assess their path forward, adopting Al-powered loyalty strategies
offers a clear advantage, not only meeting customer expectations but exceeding
them. With Capillary, brands can unlock a level of customer connection that
turns everyday shoppers into lifelong, loyal advocates—an essential step for

those looking to remain competitive in a consumer-driven landscape.
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