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Executive - COVID-19 is a black swan event; traditional ‘crisis response’ approaches will not be
Summary enough, we are witnessing an seemingly unparalleled market turmoil

* Further global crises such as the ongoing oil price war increase both magnitude and
quickness of the global economic downturn

* Protect employees and customers is first and foremost business responsibility, necessary
protective measures need to be taken, rigorously and immediately

 The need for containment to slow the spread of the virus will result in “island like” and
potentially longer lasting separation of national economies in a world that relies on
globalization

« Scenario planning for the extreme is paramount — wait and see is not an option, your
business needs to be prepared for the worst

« Considering the nature of the current crisis and its impact on personal and workforce
freedom of movement, substantial supply chain and corresponding revenue disruptions
will be inevitable — a liquidity crisis will become likely for many businesses

« Contingency plans and a set of immediately executable actions must be defined to
ensure quick and effective decision-making

* No one knows how long the downturn will prevail — do not plan with a quick rebound of
demand but for a longer period of “crisis mode”, a comeback strategy needs to be in place
though to be in the pole position for the global “re-start”

* You need to immediately appoint and enable a global “Instant Response Leadership
Team”, dedicated on crisis management only, seven days a week
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The COVID-19
outbreak is
disrupting
manufacturing and
global value chains,
with grave
consequences for
businesses,
consumers, and the
global economy

As of March 18
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Number of confirmed COVID-19 cases worldwide

United States
6,496

Malaysia®
673

177

Singapore
266

Australia
452

Greater China (including Hong Kong, Macao, Taiwan) Outside Greater China
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1. Including Diamond Princess
Sources: WHO; Kearney analysis
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It is not just
COVID-19 - other
disturbances are
challenging the
global economic
situation

As of March 17
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Oil price war

No one is likely to win the

oil-price war No End in Sight to the 0Oil

Price War Between Russia

Coronavirus and a price . -
and Saudi Arabia

war battered oil
markets. But the real
victims will be far from
Wall Street

COVID-19

Coronavirus deals China's economy a
'bigger blow than global financial crisis'

Economists predict COVID-19 will
lead to a recession

Coronavirus Will Bankrupt Most Airlines by
May Without Government Help, Analyst Warns

Brexit

‘Coronavirus? We’re more worried
about no-deal Brexit, say UK firms

Brexit Is Here: The EU and UK
Must Brace for the Consequences

Unexpectedly bad data leaves Europe with little margin for error
as Brexit takes effect and the coronavirus looms.

Global stock market development
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Companies need
to tackle COVID 19
In 3 dimensions —
all now, all
Immediately
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Move
immediately

Employee protection &
safety

Business continuity
planning

Operational fire-fighting

Cash & liquidity
management

External relations
management

Read the
Signs

Achieve clarity on
impact on business for
next 6,9,12 months

Develop potential
scenarios and
respective impact of
each scenario

Define respective
triggers to launch

Capture opportunities
in the crisis

Prepare &
Act

Define set of actions for
each:

— Supply chain &
production
— Sales & marketing
— HRrelated
— Finance & liquidity
Global coordination of
activities across country

borders and various
crisis status

Drive relentless execution through instant response organization



Most companies
have already
Immediate actions
In place —some
will still miss out
some of the points
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A

Employee protection & safety

E ?2\ B

External relations N Business continuity
management planning

Have you everything you need in place?

D C

Cash & liquidity Operational fire
management fighting



A B C

By taking Employee protection & Business continuity Operational fire
immediate actions safety planning fighting

. . Checklist Checklist Checklist

in multiple . . . .

. . Monitor and track @ Define and align leaders Define and execute
dimensions, the employee health status and reporting structures contingency measures
negative business () Follow most conservative (&) Define clear decision- ) Safeguard most critical
impact of the disease control protocols making processes and customer groups
crisis can be best (O] Define travel guidelines & ‘r‘espon3|g|ht|es & wgll 2 Real-time issue monitoring
mitiqated quarantine requirements new modus operand and response management

9 Plan for flexible work () Define range dOf possible ) secure crucial raw materials

plans and home office Scenarios and measures - for business continuity

() Plan for employee relief v SE'[r;.Sbl;llrte and support supplier Y] Categorize ops by level of
measures y business criticality

Cash & liquidity D External relations E

management management

Checklist Checklist
Review current financial Ensure continuous and
exposure and short-term transparent communication
financing need to external stakeholders

“ Investigate measures to Reconsider marketing
stabilize ?_ash df.IOWS and efforts and cautiously select
maintain fiquidity marketing channels — do

v Define immediate cost avoid freezing all marketing
reduction measures and efforts
corresponding triggers

7 KEARNEY (V) State aid / rescue finance

programs



Three Scenarios
seem currently

realistic
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The V-Shape — Quick Recovery

What you belief: What it means:

— Firm reaction across — Short-term business
countries leads to effective disturbance until April/May
containment 2020

— Seasonality of virus — Strong recovery thereafter
impact — Global trade flows picking

— Peak impact coming soon up quickly

The U-Shape — 2020 is Gone, but it’ll be fine

What you belief: What it means:

— Public reaction not — Business disturbance will
effective to stop spreading remain through Q2 and Q3
of the virus 2020

— Seasonality of virus — Slow recovery as of Q4
impact longer 2020

— Medical treatment still in — Growth to be expected as
2020 possible of 2021

The L-Shape — 18 Months Downturn / Recession

What you belief: What it means:
— COVID 19 is the trigger — Short term disturbances
for global recession lead to longer market
— Volatility and insecurity on correction
capital markets remain — Insecurity leads to
— Commodity markets react substantially lower

with strong downturn investments



Regular updates

on financial
scenario planning
now is paramount

Regular Scenario Planning
Adjust 2020 Forecast Regularly

As the crisis — COVID 19, commodity, global recession - further evolves, regular updates are needed, as
the overall scenarios might change as well as the respective impact on the business

Bi-weekly review and adjustment of parameters currently seems appropriate
Determination and integration of mitigation actions respective to relevant scenario

Determination of current and future cash position vis-a-vis existing credit lines; integration of counter —
measures respective to relevant scenario (e.g. CAPEX management, working capital management)

At this point no one can reliably predict when and if at all we will return to the “old business
world” at all — there is a good chance that we will be facing an entirely new “new normal”
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Scenario impact —
All industries will
face significant
negative impact.
Impact on
aviation, oil & gas
and tourism &
hospitality
expected to be
longest lasting

Scenario: The U-Shape —
2020 is Gone, but it'll be fine
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Industries and estimated quickness of recovery

Electronics,
industrials

Consumer Automotive

products

Industry impact of COVID-19

— Severe supply

chain challenges
issues in Asia
and especially
China

Supply delays to
be expected
particularly in
semiconductors,
and other
electronic
components

Overall recovery
expected to
resume soon,
especially for
semiconductors

Depending on — Significant
country-specific decline in cust.
regulations, demand

moderate to high
immediate impact

especially in key
growth market

on private China
00nsumptlon — Supply chain
Online retail may disturbance to
experience be expected
significant sales mainly for

growth potential electronic

which may be components,
limited by labor battery production
shortage though and overall labor
Relatively quick shortage

recovery — Tight inventor.

assumed once limit production

situation improves capacities in 6-10
weeks from now

Aviation

— Severe and

sustained industry
headwinds to be
expected driven
by national travel
and entry bans

Many airlines
expected to rely
on state sector
loans to survive,
especially in
Europe

Pace of recovery
may differ
significantly by
region, overall,
domestic travel
expected to
rebound
guickest

Oil and gas

— Current severe ol

price decline
driven by short-
term supply
surplus e.g. due
to decline in
public and private
transportation

Turnaround to be
expected with
resumption of
customer demand

Long-term price
depression
possible once
seasonality of
virus becomes
foreseeable

Tourism &
hospitality

Longest

— Industry player

experience
severe revenue
declines globally
— even countries
with no local
transmission

Delayed
recovery
expected due to
overall public
caution

Pace of recovery
may differ
significantly by
region, overall
domestic travel
expected to
rebound quickest

Kearney XX/ID



Prepare & Act —

now!
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Supply Chain & Production X

Sales & Marketing

Assess supply-chain disturbance over time
per component and define mitigation measures

Determine potential counter measures, e.g.
alternative routing, stocking warehouses,
alternative suppliers, price adjustments

Assess capacity impact in production and
necessary adjustments, e.g. shift patterns, line
closures, site closures

Assess impact on order-book
(cancellations?!) and short-/medium term
order-intake, review demand-supply
forecasting

Develop appropriate mitigation actions, e.g.
volume-price concessions

Proactively address key customers’
concerns, e.g. by waiving cancellation fees

O O
HR- Related [hfﬂ]

Financing

Determine adjusted workforce demand, e.g.
revised order book/ strict project prioritization

Asses current workforce supply (fixed, temp,
contractors) and operating hours triggering
room for capacity adjustments

Evaluate actions to readjust workforce
related costs, a) strict hiring control/ freeze, b)
(temporary) workforce reduction, ¢) payment
adjustments: overtime, vacation, bonus

Kick-off immediate execution and
continuously challenge level of target
achievement (fin. impact) in line with triggers
(people movements and cost per employee)

(&)

e’

Assess short and medium term financial
leeway

Assess potential to reduce current cash
consumption e.g. by:

« Stop/ Challenge CAPEX
* Improve Working Capital
« Stop non-critical consulting engagements

Start negotiation with financers to secure
remaining mid term cash needs



Companies need
to act quickly and
decisively — main
focus are actions
with short term-
Impact on liquidity
and efficiency
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Improvement measures range from hands-on to complex

Strategy 4
and sales

Main focus

Liquidity and

»

efficiency

Measures aimed at improving:

Products and

Immediate Dual impact services: Growth mggzllr][?asr?s-
sales push pricing refocus and program formation
new products
Customer Reduce ll)TsF:LOevses M&A and Innovation
retention overhead processes alliances management
Capacty |, SP | Swpychan | | Ot
adjustments collaboration optimization || management program
Securization anzsrieosfs- m[;?gﬁi:taﬁaggst Complexity Footprint
of financing TV . reductions reduction optimization
Stabilize Reduce net | Fixed assets: Efficient Shared
liquidity working Focus and (lean) services and
q capital divest production outsourcing
. . Medium—'to
Short-term T|me tO ImpaCt |ong_term

Source: Kearney analysis

Liquidity Profitability

Strategy

Considering the
magnitude of the
current crisis,
companies need to
act quickly and
decisively.

As such, the focus
should be on
efficiency and cost
cutting measures
with immediate or
short-term impact on
liquidity and
efficiency



Opportunities
ahead — a well
managed
responseto a
Crisis can create
new opportunities
that can be
harvested

Not exhaustive
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First things first — not hundreds in
parallel

g ’
Focus on the
core and adjust p
accordingly
» Simplify product
portfolio/
Diversify from complexity
efficiency to
robustness

Consider it a point of departure — not
arrival

Take the Take time to

i treamline
opportunity to S
right-size the processes / the
business ’ business model

Restructure the
organization or
initiate cultural
change

Take risks — you can’t avoid it these
times

» p
Establish new
Unlock new way of working,
accounts/ market pushing e.g.
segments » digital

Review potential
partnerships/
M&A
opportunities

Kearney XX/ID



How Kearney can support you — fast and
pragmatic

We help you
focusing on your
Immediate
business

14 KEARNEY

Development of /
validate
Immediate action
plan

Support financial
planning

Support
discussion with
flnancers

Discuss and
assess potential
scenarios with
you and your
teams

Definition of
mitigation actions

Execution of
mitigation actions



Our approach is
straightforward
and delivers
Immediate results
and a growing
advantage
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Get set-up
<1 week

Senior team wake up
and alignment

Operational team
setup
and empowerment

Move immediately
1-4 weeks

Employee protection
and safety

Business continuity
planning

Operational
fire fighting

Cash and liquidity
management

External relations
management

Read the signs
1-4 weeks

The V-Shape
Quick recovery

The U-Shape
2020 is gone, but it'll be
fine

The L-Shape
18 months downturn/
recession

Prepare and act
22 weeks

Play offense, not just
defense:

—Supply chain &
manufact.

— Sales & marketing
—HR-Related

—Financing

Ongoing program management including communications and engagement
(agile; ‘handbrake’ vs. ‘break glass’ initiatives)

> S5 S S



We have proven Get set-up Move immediately Read the signs Prepare and act

. <1 week 1-4 weeks 1-4 weeks 22 weeks
tools & techniques
that we can deploy
CIUICkly at every — Project charter — Real-time dashboards — Risk management — Initiatives prioritization
. - = == - - - — BT Q.
stage to assist — =h-_ O I =E e ™ o 5@
program execution = e i = .
. i N < S . m“f’”"’f“m .
— Governance structure - — Drumbeat reports — Execution planning
=
i =
— Impact estimation -
— e
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Instant Response
Organization
consist of a cross-
functional team
that coordinates,
tracks and
ensures resolution
of response
actions globally
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Instant Response Organization
Potential Setup

Instant Response Leadership (global)

Team: Tasks:

— Representatives from: — Supply Chain — Oversee/coordinate instant response actions globally
— HR — Production — Provide guiding principles & take critical decisions
— Finance — Planning — Inform and consult management team (if needed)

Advisory experts (Health, Legal, etc.)

1 Move immediately 2 Read the 3 Prepare
Employee pro- = Business Conti- Operational Fire Cash & Liquidity Ext. Relations signs and act
tection & safety = nuity Planning Fighting Management Management

Team: Team: Team: Team: Team: Team: Team:

— HR, incl.: — Sales — SC/Procure- — Finance/Acc. — Marketing — Cross-functio- — Responsibles
— Mobility dep. — Operations, ment — Legal — Strategy & nal (e.g.): from affected
— Medical dep. incl.: — Production — Sales Finance — Analytics departments

— Staff - SC — Bus. Planning — Production — Sales — Forecasting — Supp_ort
represent. — Production — HR — Production — Production functions

Tasks: Tasks: Tasks: Tasks: Tasks: Tasks: Tasks:

— Monitor/track - Coordinate — Execute — Assess risk/ — Ensure — Achieve clarity — Define set of
health status setup of contingency financial transparency on business actions for:

— Follow control response team measures exposure for impact = Supply chain
protocols — Definerange - Safeguard key - Stabilize cash stakeholders - Develop/ & production

— Define travel of scenarios customers/ flows for — Prepare/drive assess — Sales &
guidelines — Ensure/ channels sufficient crisis commu- scenarios marketing

— Plan flexible support — Secure crucial liquidity nication — Define triggers - HR-Related
work/ relief supplier input factor — Define cost — Maintain close to launch — Finance &
measures stability supply reduction alignmentw/ — Capture liquidity

measures ext. parties opportunities



Thank you

Branko Zibret

Partner & Managing Director
branko.zibret@kearney.com
+43 664 606 48111

Srecko Debelak
Senior Director
Srecko.debelak@kearney.com

Marko Derca
Associate Partner
marko.derca@kearney.com

+386 41 555 055

Sanja Savel
Manager
sanja.savel@kearney.com

+386 41 680 503

Tilen Erman

Senior Consultant
tilen.erman@kearney.com
+386 51 667 352

Stay connected with Kearney

+386 31 889 343

Ivan Dusevié
Senior Consultant
ivan.dusevic@kearney.com

+385 994950236
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This document is exclusively intended for selected client employees. Distribution, quotations and duplications —
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even in the form of extracts — for third parties is only permitted upon prior written consent of Kearney.

Kearney used the text and charts compiled in this report in a presentation; they do not represent a complete

documentation of the presentation.
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+386 51 261 647
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Senior Director
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+385 98885183
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+386 51 619 091



https://www.linkedin.com/company/kearney
https://www.instagram.com/kearneyofficial/
https://twitter.com/Kearney
https://youtube.com/Kearney
https://www.facebook.com/Kearney/
https://www.linkedin.com/company/kearney
https://www.instagram.com/kearneyofficial/
https://twitter.com/Kearney
https://youtube.com/KearneyOfficial
https://www.facebook.com/Kearney/
mailto:branko.zibret@kearney.com
mailto:marko.derca@kearney.com
mailto:ivan.dusevic@kearney.com
mailto:sanja.savel@kearney.com
mailto:Srecko.debelak@kearney.com
mailto:tilen.erman@kearney.com
mailto:ana.petric@kearney.com
mailto:dusan.beocanin@kearney.com
mailto:ivo.simek@kearney.com

