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Leading Through a Downturn

Objectives of the overall experience

e Align leaders around the right signals and
analytics to monitor their business unit/ function
and take proactive steps

» Help prioritise and sequence different ‘plays’ which
can be subsequently supported by company
executives

» Identify how to mitigate or manage risk by taking
a hard look at their value chain, market dynamics,
competitors, and customers to shift focus to
higher priority opportunities

* Energise leaders to take deliberate actions to
leverage cross-BU/function strengths

oobts

Copyright © 2022 BTS | 2




Downturns generally
create major inflection
points for risk and
opportunity

Successful companies
can accelerate growth
and enter a virtuous
cycle in a downturn

oobts

Downturns bring risks of making mistakes
and unique opportunities to take
advantage, creating winners and losers

Companies usually make more dramatic
gains and losses than during boom times,
depending on shape of recession

Downturns of all types are a great time for
strategic repositioning, if approached right

Nominal EBIT (indexed 2003 = 100)

100%

More winners in the downturn

0
50 /O than in the stable period
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More losers in the downturn

than in the stable period
(9% vs 4%)

Post-recession Winners

Accelerate
growth

Acting early
allows thoughtful
consideration

of readiness
measures and
recession
opportunities
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Note: Winners / losers analysis based on operating margin % within each FTSE industry sector; companies were allocated into quartiles (1st - bottom to 4th - top). Winners are companies that moved from 1* to 37/ 4™ quartile between beginning and end

of period; similarly, losers moved from 4% quartile to 1% / 2, Includes UK FTSE 350 listed companies with annual revenue >£500M
Source: Bloomberg
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What we have learned so far...

[1]
423

oobts

Preparation is
paramount - nearly
70% of the economists
surveyed believe that
the NBER will make this
call at some point in
2023.

Recession amplifies
VUCA - preparation
and decision-making
practice is key to
navigating a Volatile,
Uncertain, Complex
and Ambiguous
environment.

Alignment is key -
even the best laid plans
won’t get executed if
everyone is not on
board. Great alignment
comes after healthy
debate and inclusion.

Leaders own driving
the right mindset -
leading in @ downturn
requires greater empathy,
resilience, and
reassurance in addition to
greater communication,
inclusiveness and
transparency.

Focus on making
sound business
decisions - all the
fundamentals of
running a good
business hold steadfast
even in a downturn.

Leadership is
contextual - what is
best for one business
unit may be very
different than another.
No one recession play
applies universally to
all businesses or
business units.
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Leading Through a Downturn: Delivery Options

Option 1

90-minute
Keynote

Introduce the
3-pillars, Signals,
and Plays

oobts

Option 2

3 to 4-hour
Working Session

Keynote followed by
team alignment on
Commander’s Intent,
Signals, Plays and
Risk Storming

Option 3

2-week Journey
with Inter-Session
Go-Do’s

.' Y ~.
& £
Customised Playbook +
Strategic Planning with
Commander’s Intent, Signals,
Plays, Risk Storming, Empathy

Mapping, and Leading from the
Future Back Exercises
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Navigating through a shock: 3 Foundational Pillars

a S

#1 Get REAL #2 Take a Good #3 Get Even More
Alignment Hard Look at Your Customer
Entire Value Chain Obsessed

Gain insights on
shifting customer
priorities early and often

Identify your
vulnerabilities and
quantify your exposure

Align on signals to
monitor as you navigate
through the downturn

Monitor trends driving
the future and
implications of their
intersections to your
business

Align on 3-4 key plays
you will make when you
notice the signals

Stress test multiple
scenarios and consider
multiple options

Minimise and
mitigate the biggest
risks first

Align on prioritising
and sequencing plays
to mitigate and
downturn
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Pillar #1: Get REAL Alignment »

We believe that great alignment is achieved with a clear picture of success while fully recognising the chaos, lack of a
complete information picture, changes in competition, and other relevant factors that may make a plan either completely
or partially obsolete when it is executed. Alignment is to empower subordinates and guide their initiative and improvisation
as they adapt the plan to the changed environment. It empowers initiative, improvisation, and adaptation by providing
guidance of what a successful outcome looks like. Alignment is vital in chaotic, demanding, and dynamic environments.

Recession Playbook

Execution = Alighment x Mindset x Capability We have found that the collective wisdom of your most senior leaders,
80% of leaders in leadership positions today were not in leadership especially those who have navigated recessions in the past, paired with
roles during the last recession. That means leaders need to build the some external research, can be a sufficient source of plays for protecting
capability to make sound choices and tradeoffs in a downturn. and growing revenue, reducing costs and improving asset efficiency.

Looking For The Right Signals

...The Playbook IS =

resource to start to harvesting

&
STRATEGY EXECUTIGH %

. . .
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better positioned to take action to prepare the business for impending change in market climate. . .
Intent . . . . ideas with your team, get
I Harvard Signals to consider and discuss with your teams . ..
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« Is procurement teams from customers taking longer to process
The Playbook Contents contracts or taking longer to approve orders?
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Pillar #2: Take a Good Hard Look at Your Entire Value Chain

Sound business and financial acumen still counts. This is nothing new. You still need to grow top line, manage costs,
invest wisely, deploy cash judiciously, keep a close eye on your working capital. In a downturn, your vulnerabilities get
exacerbated, and any mistake will be amplified because TAM is shrinking, and competition is increasing.

Value chain means you look at all the components: Customers > Market Trends > Suppliers > R&D > Manufacturing and
Production > Sales & Marketing > Distribution > Service & Support all together.

How You Create Value Risk Storming
It's important to look at your entire value chain together with your The human brain is better at anticipating risks and challenges than
leaders and how you create shareholder value. Look closely at your successes - so we use that. In groups, leaders brainstorm risks,
revenue versus margin contribution, volume versus value of your consolidate like risks and ‘grade’ them in terms of likelihood and
customer segments, your full cost structure, and all their impact. Finally, leaders identify the biggest risks and start thinking of
interdependencies. ways to manage and mitigate them.
cobts

How to spark ideas using the Free Cash Flow (FCF) Tree

Focus on the bigger picture —

All decisions need to drive valu
FCF is most correlated to shan Free Cash Flow Tree

look-forward

minimize & mitigate

Don’t forget to run your busine ) o
Use the FCF Tree to remembe Attractive Positioning Attractive Markets

R A coGs

Remember to take a balanced N P SG&A

We are here to maximize long- Price x Volum o R&D
- Other
Thlere are many ways to drive F Financial Capital
ncrease revenue, reduce cost, Taies A CapE -
elements that drive FCF. Some Revenue = Expenses apkex Losses
others |
Quantify the benefits Free Cash :
Plays that may take large inves =  NetIncome + AWorking Capital + Depreciation. + Cash From Investing fight
marginal gain while smaller pla Flow ! e i B i — .
L ~ likelihood Ll
| | | |
AAR Alnventory AAP AOther Current Liabilities T Cash from Operations

N -

|
| |
AFinished Goods AWIP ARaw Materials

@ Challenges

mitigation 1
plan

mitigation
IED
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Pillar #3: Get Even More Customer Obsessed ﬁ'

A simplistic way of looking at a recession is just thinking of it as a shift in the voice of your customers. They don’t simply
stop buying products and services - they may have other priorities like preserving cash, innovating for a different future,
delighting and retaining a unique set of their customers, shifting their own products and services, minimising risk, etc.
Recession is also not universal — a slowdown in one segment may be overshadowing potential growth opportunities in

another.

Future Storming

Insights From The Field

We help your leaders ‘see around corners’ by doing a Leading from
the Future Back exercise. Identify the biggest trends shaping your
space, explore intersections of those trends and explore ways you
may exploit those intersections so that you come out of recession
positioned for stronger growth than competition.

If you want to know what those shifts are for your customers, you
need to get closer to them. Increase frequency of getting their
input, involving them in your decisions even more, getting insights
from the field where your people are interacting with your
customers daily.

Lead from the future back

Common sense i . ) . . ) ‘
1 Explore assumptions Consider possible future Identify which future
states N states could matter

KnOWIedge about the future
Voice of Customer

Insight
Invisible —"l
Hard 52 ﬂ n d T = T T By = > Future State Screen G

Surprising e [ l

Visible
Easy to find

"""""""""""""

Get to the WHY < ——
beneath the WHY e - O S mtﬁﬁﬁ)
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Commander’s Intent

Commander’s Intent is the description and definition of what
a successful mission will look like. Military planning begins
with the Mission Statement that describes the who, what,
when, where, and why (the 5 Ws) of how a mission will be
executed.

« Commander’s Intent describes how business leaders envision
their markets at the conclusion of a strategy cycle. It shows
what success looks like

« Commander’s Intent fully recognises the chaos, lack of a
complete information picture, changes in competitive
landscape, and other relevant factors that may make a
plan either completely or partially obsolete when it is executed

« Commander’s Intent empowers initiative, improvisation,
and adaptation by providing guidance of what a successful
conclusion looks like. Commander’s Intent is vital in chaotic,

demanding, and dynamic environments Commander’s Intent: aligning the key players
. But not HOW... and team members on the who, what, when,
where, and why of your organisation’s goals and
objectives, empowering them to execute how.

https://hbr.org/2010/11/dont-play-golf-in-a-football-g
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What Makes a Good Signal §

« Start with Data that you can trust and verify

- Stay open-minded to the possibility of needing
additional data and analytics to make better sense of
the signal

- Use '5 Whys' to move up the chain of leading
indicators

« Ask: “Can I rely on these signals for BOTH going in
and coming out of a downturn?”

 Have a bias for action/decision; consider how you
will move from... Data > Knowledge > Insight >
Action/Decision

oobts

Example signals...

Suppliers: Inventory levels of critical
components for your suppliers increasing,
suppliers offering discounts to offload
inventory, easier/harder to source materials

Specific Consumer or Customer
Confidence: Indicators of customer
willingness to make investments in their own
growth and, in turn, meeting their customer
needs

Employee sentiment: How your employees
are feeling about their work, what they are
hearing from customers in the field, their
ability to rise up and deliver

My expert neighbour, uncle/aunt,
friend: You may need to dig deeper to gain
insights and do some analytics, but recession
is a great time to welcome insights from any
source that you can
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What Makes a Good Play 1;

Strategic actions you will take to lead through the downturn...

Triggered by signals
It’s ok for plays to ‘cease, accelerate or redirect’ business as usual initiatives

Be specific
Make the plays actionable so that it may be easily understood and delegated

Prioritise
Be clear on which plays are more pivotal than others; which require flawless
execution versus others that can tolerate some margin of error

Sequence
Not all plays need to be enacted at once. Be clear on which ones
come first

Don’t obsess too much over the HOW
Plays are strategic and, by their nature, may involve initiative, improvisation,
and adaptation

oobts

Example plays...

Strategic pricing: Where possible, sell
wider bundles of products and services
to ensure tighter customer integration
and a broader overall customer
stickiness

Go-to-market: Look for ways to better
geographically disperse inventory to
offer clients with tight budgets the
ability to get smaller orders faster

M&A: The acquisition of talent in areas
we need to build out (one example -
using M&A to acquire a company with a
strong China inside sales team)



Leading Through a Downturn

Example Recession Playbook

The Playbook Contents
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To discuss further...

Thank you.

Please reach out to your
BTS Account Manager

or

Andrew Robertson St I"CI te g y m G d e

Managing Director Australia
T: +61 410 678 988

E: andrew.robertson@bts.com perSOnCI|

bts

OOOE oo


http://www.bts.com/
mailto:andrew.robertson@bts.com

