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Key questions addressed:

* Robotized forecasting to predict the future and automate
your budgeting process?

* |n a volatile and uncertain world? Really?

o [r advanced analytics to boost the efficacy of your
operational plans?

« ... and agile budgeting solutions to adapt to rapidly changing <
markets and outcomes of many test-and-learn initiatives?

o What are the key learnings to reap the benefits from such

promises’?

Augmented but real-world connected

reporting and forecasting in VUCA markets
Michel Hofland - Brussels, 2ath of June 2013
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Predictive forecasting promises from vendors

@ bimac

Vendors seem to be ready to fulfil our robotization dreams as predictive
forecasting is among the more recent features and promises they offer...

&

PREDICTIVE BUSINESS ANALYTICS,
FORECASTING & PLANNING FOR
DYNAMIC & FLEXIBLE PRICING

nhr

2N ANNUAL

Analytlcs Cloud

Smart Predict: Creating a Time Series
Forecasting Predictive Scenario

{2

0 Analytics

IBM %

Jates Nertos, 1BM
Maornd Prakash, M

Predictive forecasting: Guide your business in the

right direction with forward-looking insights

'LLUSTRATIVE

G

AN

Predictive Analytics For

Accurate Sales Forecasting

© 3018 MM Comperaton

Predictive forecasting

Maore accurately predict sales revenue with Al-powered forecasting.
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Spotlight on the Future - Predictive Analytics and
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Empower people across your organization to discover predictive insights, take informed actions, and
improve customer experiences leveraging the power of Al.

Microsoft Dynamics 365 Al

Predict Your Future
Storage Needs
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with Storage Forecasting
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86%

of executives using predictive
marketing for over 2 years
report increased return on
investment (ROI) as a result of
their predictive marketing.
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Large and mid-sized MCN experience sharing

@ bimac

Experience sharing based upon the evolutions witnessed and initiatives
conducted within a large and a mid-sized MNC over the last decade

Beauty | Cosmetics | Luxury
(2003-2011)

26 383,000 150

bn€ sales employees countries

:
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1
.
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Gravith deliversd.

e ated Vals
WU N
BE \icrosoft niclsen
FutuMaster IKANTAR

» Large stock-listed multinational, legacy
systems, significant investment
capacity

* ERP, Consolidation, Planning, Bl

* Marketing and promotional ROI
optimization, supply chain planning...

Medical Woundcare | Consumer Healthcare
(since 2012)

695 3,500 23

m€ sales employees countries

salesforce

IRi
® Growth deliversd,
—

C':L Wolters Kluwer | CCH"Tagetik = s
B Microsoft IQVIA
FuturMaster nielsen

» Mid-sized private multinational, green
field IS, selective investments...

» ERP, Consolidation, Bl (planning and
advanced analytics under review)

» Salesforce effectiveness, support
function dimensioning, supply chain
planning...
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Financial IS timeline entering a new era

@ bimac

Technological developments in the 2010s are bringing financial IS into a
new era of enhanced and ever more integrated functional capabilities...

Key trends

1. Processing power
2. Democratization
3. Integration

-

Function
Oriented

MRP O MRP | MRP Il
* Inventory control * Material * Integrated
* First PCs requirement manufacturing
* SPSS (1968)... planning resource planning * Cartesys Carat
* First IBM or Apple * Windows (1983)... (1995)...
PCs, Microsoft’s
first OS...
* SAS (1972) &
earliest BI...

* Emergence of big

N

7

data, budget
elaboration
solutions...

Process
Oriented /

Strategic
Modeling

¢

Plan and
Budget

Consolidation [
and Close

2010s

ERP-EPM

Functional enrichment
(integrated BI, consolidation,
budget elaboration, cloud,
automation...)

* Cloud, modern Bl & advanced

analytics, comprehensive EPM
platforms, robotization...
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Financial planning & data science solution offering

@ bimac

The planning but also analytics markets have quite changed over the last
decade: new entrants, acquisitions, expert functionality democratization...

Cloud Financial Planning
and Analysis Solutions

Gartner

== Magic Quadrant

Data Science and

Machine-Learning Platforms

COMPLETENESS OF VISION

Source: Gartner, July 2018.

Source: Gartner, November 2018.
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Predictive forecasting expectations from finance managers

Finance managers are largely adopting planning solutions and a majority
even expects automated, or at least facilitated, forecasting features

Activities that can be automated using demonstrated technologies, %

Difficult to Somewhat | Highly Fully
automate automatable | automatable automatable O

of financial managers
believe planning can
be automated...

General accounting operations

Cash disbursement

Revenue management
Financial controlling and external reporting

Tax

Financial planning and analysis
Financial planning and analysis

* Building standard

Treasury management reports

» Consolidating and validating

. budget and forecast inputs
Fisk management 20 » Gathering and cleaning data
for analysis

Audit 40
External relations 33
Business development 100 ... or at least facilitated

Source: “Bots, algorithms, and the future of the finance function®, article by Frank Plaschke, Ishaan
Seth, and Rob Whiteman, within McKinsey on Finance Number 65, January 2018.
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Predictive forecasting promises from vendors

Many planning solutions already offer automated forecasting options, or
have scheduled them in their next releases
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Page 1
Quantity Sold and Revenue
%
@®- Quantity sold ®- Revenue
ax o D P Automatic Forecast i)
SV 2V Al -
Advanced Options ~ »
933.8 32.76 al
27.69 ° 028.15
° -
23. +
211 o223 &
@
A
7.98 8.21 7.09 -
E P A iy~ AWy | PR S i 37 )
. 3
| |
Jd




Frequent, rapid and
significant fluctuations
and changing conditions

Predictive forecasting
in a volatile and

uncertain world? VOLATILITY

Uncertainty of events and
outcomes due to change,
Instability, limited
information or

UNCERTAINTY unprecedented situations

Overwhelming complexity
In scope and variables,
with intricately
Interconnected parts and

c

COMPLEXITY variables

o YT

Multiple cause and effect
factors, absence of
precedents, unclear
casual relationships

\,t’
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Forecasting analyses and techniques embedded within planning solutions

The relevance of predictive forecasting depends on the complexity of the
elements planned... and the statistic analyses embedded in a solution

75 Media mix (TV, press, Pricing, promotions and
digital, out-of-home...) distribution
70 Investment phasing Competitors’ activities
(seasonality, (media, pricing,
65 advertising impact distribution...)
duration, halo effect on
other products from Consumer trends,
60 same brand...) Sales segment
characteristics. ..
Media planning
o5 (channel mix, day part Advertising copy
Data Trend Forecast mix, flighting strategy, efficiency

spot length...)

Basic Statistic Trend Analyses ‘ Advanced Econometric Analyses ‘

* Time series of one to two variables  Large number of variables

* Moving averages « Correlation testing on independent variables

* Identification-isolation of underlying trend, cycle * Multiple regressions to identify key causal
(5-50*y), seasonality (<1y) and residual effects relations

* Trend projection (linear, polynomial, * Clustering, classification, ranking...
exponential, logarithmic...) » Econometric modelling based upon key

correlations identified
e ToceCast mae diselvinkedend | Relevantto anlyze complex slemerss anc
- = ’ 2 H . environments, typically in VUCA? .

Opex, maintenance, operations?)?

Most commonly used within financial planning Nascent in financial planning... mostly still
solutions data science & other specialized applications
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Forecasting analyses and techniques embedded within planning solutions

Even sophisticated predictive forecasting has limited value in uncertain
and volatile environments... but automated econometrics feed rich insights

Sophisticated econometric analyses can
O nevertheless dramatically facilitate the
O discovery of valued business insights to
boost the effectiveness of decisions, action

of senior financial leaders cite global uncertainty plans, spot threats or opportunities. ..

as a limit to the usefulness of machine ... Especially if facilitated by automation (e.g.

prediction... data preparation, smart data discovery, machine
learning...)

Source: FNS « The Modern Finance Forum », global survey 2017.
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lllustration on Marketing ROI optimization

Assessing the marketing ROI requires to analyze a multitude of factors that
combine their impact on business performance...

Analytical Complexity, Even with Mostly Structured Data

» Cross-analyzing a variety and large amount of internal and external data (accounting, media panels,
retail sell-out panels per point of sales...)

+ Detailed media planning (channel mix, day part, flighting strategy (burst, drip, pulse...), spots length,
target coverage and frequency...)

» Media mix (TV, press, digital, out-of-home, other)

 Investment phasing (seasonality, carry-over effect, halo effets products of the same brand...)

« TV advertising copy efficacy...

» Impact of commercial activities (POS advertising, price discounts, evolution of numeric or value
distribution, product referencing or shelf display space adjustments...)

» Impact of competitors’ activities (advertising, price discounts, new product launches...)...

Note: This marketing and advertising focus can be relevant for companies with sufficient investments in the area and enough data to analyze
(e.g. number, frequency and variability of the activities run). In other industries or companies, another focus, (e.g. salesforce
effectiveness) can be more relevant.

10
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Augmented but real-world connected reporting and forecasting in VUCA markets
lllustration on Marketing ROI optimization

... but can help to address precise and frequent questions you might have
running your business or if you have to adjust your spending level

Frequently asked questions on marketing returns on investments

If we had to | Is it Wof-‘ |
cut 1 million buying ‘T\‘/S
€. where 30.0k€f
should we fightfor
. ati
take it from? resmall
coloration or
men
audiences?
’ Howcanye | Should we
'mtr;]rove ROJ CO“S(‘j(.’er What's the
i rough media ight balance
V¥h|chbsur(\jar:t better seasonality ngtr;;tween
° rmr/\ouldg ©xecution (pricing, advertising
S rt new (day part, competltor and price
SUPPo US Spot activity...) for reductions?
ve_r?_ duration.. y» our media
exis mg? plan? Y
products r

_/

11
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lllustration on Marketing ROI optimization

At a very high level, identify more and less efficient levers, in relation to
their impact on sales in the past

Identifying Most Effective Investment Levers ‘ ‘

Higher Lower ° Marketing ROI analySiS to
return? return? assess incremental sales,
8 v and resulting gross
~ margin, that could be
i generated for each
© additional euro invested in
6 the different media, at our
current spend levels

3.59

» The comparison of the
different marginal ROI
would enable to identify
the most efficient media
vehicles in order to select
where to invest additional
budgets...

3.11

2.34
2.01

Gross Margin per € invested
1.34

0.91

- ...But also to identify
which investment levers
possibly generated
neqgative returns

TV

Radio
Digital
Press

Price off

Network TV
Out of home

12



Augmented but real-world connected reporting and forecasting in VUCA markets ce bimac
lllustration on Marketing ROI optimization

In a much more detailed way, even fine tune the marketing plans in terms of
execution, from one country, product or consumer segment to another (1/4)

TV Advertising Pricing per Spot Length TV Spot-Length Efficacy
lllustration in Europe lllustration Categoryl Countryl
©
= Spot Cost Sales ROI
180 5 length index index index
160
0 +40% // o [15720 74 107 142
2 120 S |217-24" 95 105 115
() pas
0 @ | 25”-30" 100 100 100
2 100
% a0 20% | ~ |107-15” 60 50 82
£ -40% / B o oo
S 4 < 116”-20 77 58 75
L 60 / S
a0 @ 1 257-30” 100 100 100
20
The length efficacy (see sales index) can vary t
o i drastically from one product category to
4 L o b O b o b o b another, or depending on brands, target
({ A Hd N N ® o m T < : : _ _
(’6‘ audiences, countries and even media planning
7394} (e.g. campaigns combining different lengths of

/p& spots at the same time or over time...
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lllustration on Marketing ROI optimization

In a much more detailed way, even fine tune the marketing plans in terms of
execution, from one country, product or consumer segment to another (2/4)

Monthly TV Advertising Prices TV Spot Length Efficacy
lllustration in Europe lllustration Categoryl Countryl

Yearly | July-
lige averag.| August
180
160 Max Cost index 100 | 70
g 140 Sales index 100 103
3 120
2 .
< 100 ROl index 100 | 147 ﬁ
g 80
2 Min - : :
g 60 Advertising efficacy (see sales index) does
9 40 Differences Up to -55% not necessarily follow the seasonality of
per country Min VS max advertising pricing: these combined elements
20 have to be analyzed depending on the target
0 audience, and the advertising density
/ c g T 3 g 3 (clutering) on t_he market_ i_n general and
{¢ ¢ - = » Z competitors specifically...
S
BN

14
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lllustration on Marketing ROI optimization

In a much more detailed way, even fine tune the marketing plans in terms of
execution, from one country, product or consumer segment to another (3/4)

GRP Per Week Optimization GRP Per Week Optimization

lllustration on Category?2 in Country2

lllustration on Categoryl in Countryl — Brand1

_ ¥ Toptimum ROI
8 140 30% lower Optimum
X i “HH""--.. eﬁeCtlveneSS | 8,000,000, market share
0 100 T _ Togey 50000
O & —xﬁi € 6000000 - g
c g e
O g 40000 5
u & 5000000 1 :
— o ]
3 40 £ g
. 2 400000 Optimum 3000 §
, g 5,000000 - proti 0000 2
c M ey,
- % . - (= (=
150-200 200-225 225-250 == 250 < 2000000 - __..-——-—\\ ;
—f GRP Per Week t ~ | |-
1,000,000 -
150-200 | 200-225 | 225-250 | »=250 L
Optimal TV pressure
, ROG 1364 | 1148 | 96,6 - 00 o o s owml s 4 to maximise profit:
(9% ¢odice vs media | 119 100 84 W15-35 = 150-200
WeeklyTVRs _
S, casi 16 26 12 4 ! W35+ = 190-210
W25-49 = 160-200
KON

Optimal GRP pressure on these two different categories in Countryl and Country2 are only aligned by chanced: they cannot be

Note!
A used as a rule to set weekly GRP pressure in other countries and on other products and TV audiences. 15
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lllustration on Marketing ROI optimization

Qo

mac

s

Flight Length Optimisation

lllustration on Category?2 in Country2

Flight Length Optimization

lllustration on Categoryl in Countryl

In a much more detailed way, even fine tune the marketing plans in terms of
execution, from one country, product or consumer segment to another (4/4)

a9
15

8

a

5 200 = Sales
180 c . . . effective-
8 160 g Campaign & flight duration i
Z 140 £ index
X 12
O . — Less than 8 weeks 87

©
S 80 Category2 = >5 weeks —— g From 8-11 weeks 100
S = Categoryl = 7-8 weeks &5
% " Category3 = 3-4 weeks More than 11 weeks 101
@ 2 Category4 = 2 weeks ~ Less than 8 weeks 55
0 I | I e
, ; g From 8-11 weeks 100
Flight duration in weeks @ More than 11 weeks 94
DUE TRE QUATTRO CINQUE O
SETTIMANE | SETTIMANE | SETTIMANE PIL’ % Less than 10 weeks 77
A— g From 10-20 weeks 100

olErE 11% 14% 40% @ More than 20 weeks 98

\9 ~ws media 112 158

O
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lllustration on Marketing ROI optimization

Such insights were analyzed with operational teams to assess the effective
reality behind and concretely improve the efficiency of marketing plans

Brandl in Countryl

Little variation in TV effectiveness Utilise cheaper 15 — 20” spot +€740,000
across spot length for Brand1 lengths more and see a 5% profit p.a.
improvement in the ROI
?
TV effectiveness doesn’t vary much Utilise the cheaper (W35+ & W25- +€880,000 (6
by target audience 34) audiences more and see a 6% profit p.a. N
improvement in ROI '%
2,
Advertise in Jan — March & July — Shifting spend to cheaper, more +€730,000 <«
August to get the best of cheaper sales buoyant months saves 5% profit p.a.
media & higher base sales in media value
Evidence of slight over investment. Reduce budget slightly in low + €260,000
Reduce budget slightly in low innovation years to €8-9m

innovation years to €8-9m

Press is far less efficient than TV Move 1m press spend into TV +1,500,000
Additional efficiency +4.1m€ (+20%)

17
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lllustration on Marketing ROI optimization

By fine-tuning the marketing action plans in terms of levers used and even
more execution, MROI could be boosted from +20% to +60%

’QO

S
Countryl : S
CelEn R Y

%
Investments Price promotions 7,780 2,748 3,237
(‘000€) Media investments 12,142 7,230 5,186
Sales Price promotions 13% 22% 15%
SO e Media investments 6% 4-5% 5%
(% of sales
volume/units) Competitor activity <0.5% <1.5% <1.2%
_ Price promotions 0.47€ 0.91€ 0.64€
Profit ROI . :
(Euros generated Initial long-term Media ROI 1.53€ 0.71€ 1.30€
by 1€ Optimised long-term Media ROI ~1.85€ ~1.14€ ~1.59€
investment) —
Optimisation % ~+20% ~ +60% ~ +20%
In the past, such analyses had to Over the last decade, the
be run “by hand” by qualified development and democratization
statisticians using specialized of advanced analytic solutions has
analytic solutions (e.g. SPSS, made it possible to run or update
SAS...), an took several weeks or the analyses in a few hours, even

even months... by less expert analysts

18
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Conclusion

Advanced analytics combined with well-established and agile planning best
practices enhance strategic decision making and corporate agility

Combining Agile Planning...
With the Power of

Automated Advanced Analytics

* Quickly update plans and forecasts (see rolling forecasts) in
response to new threats and opportunities that occur in today’'s
challenging global economy

+ Facilitate the simulation of multiple scenarios, “what-if” or
“contingency” plans for a range of possible events, to anticipate
alternative situations

+ Instantly analyze variances and deviations from plans and
past situations and enable to take corrective actions more

promptly

+ Rapidly identify and analyze the impact of changes as they
occur, if possible with automated screening for hidden
insights (changes in pattern, trend identification, key variable-

contributor highlights, isolation of extreme or inconsistent “Augmented but real-world connected
elements or patterns...)... reporting and forecasting in VUCA markets”

+ Broadening the scope of data analyzed, beyond financial and
even ERP, monitoring at least external structured data
(sales panels, media panels, CRM, macro-economic data...)

* Improve the communication and collaboration between
functions and managers within the organization

+ Strengthen the link between operational and financial plans

19
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Conclusion

Advanced analytics combined with well-established and agile planning best
practices enhance strategic decision making and corporate agility

Key learnings for financial planning and advanced analytics

First things first, assess your finance organization in terms of time-spent and resources, efficiency
Fi hi fi and automation (e.g. back office automation and efficiency, core financial IS and reporting
Irst things first performance...) to make sure it makes sense and is the right time to invest time on advanced analytics

A financial planning solution, facilitating budget elaboration (modeling, spreading, workflows...)and
] ; constant reforecasting (see value of rolling forecasts and alternate scenario assessment) is a good
Planni ng solution investment especially for MNCs in VUCA environments; when choosing one, notably take into account
advanced analytics-forecasting capabilities within the vendor’s portfolio (beware of integrability)

Put yourself in a position to kick off the learning process on the advanced analytics journey, starting
] . small (rather than embarking on too ambitious large-scale projects to early), testing, learning and
Kick off the Iearmng sharing the experience with a good central coordination... and hiring 1-2 robust analysts in this initiation
process makes sense also

... probably still today with a specific and more flexible analytic solution (see data preparation, most
Analviti luti advanced analytics), connected to at least structure data inflows (ERP, sales panels, media panels,
na ytIC solution CRM, macro-economic data...), while considering at minima integrability and future developments from
vendors on EPM vs Data Science solutions...

Carefully choose the candidate data and activities you'll analyze in terms of strategic importance, data
quality-availability... and statistic relevance (e.g. number, frequency and variability of cases to analyze)

Candidate data

Facilitated and automated analyses and insights get valuable when they’re shared and reviewed with

. - functional experts within the organization (e.g. marketing, sales, supply...) and outside (e.g. media
Ins'thS Sha”ng planning agencies...)

20
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Group Financial Controlling Director
URGO GROUP
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20-year experience in finance, within large and mid-sized MNC marketing large portfolios of products and

brands across multiple distribution channels:

v' Consultant specialized in M&A and post-merger integrations in Europe with Arthur D. Little for six years, on life science,
telecoms, aerospace...

v' Then joined the L'Oréal group for eight years, assuming business controlling and financial management responsibilities in
Europe and Asia, at local entity, division and regional level (26b€ sales, 83 000 employees in 150 countries)

v" Since 2012, Group Financial Controlling Director for the Urgo Group (695m€ sales, 3 500 employees in 23 countries)

During his career, he witnessed and took advantage of the technological evolutions impacting both back-office
administrative teams as well as business analytics and decision taking. In this respect, he conducted shared
service center implementation or Marketing Mix Modelling projects with different levels of sophistication and
resources involved.
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