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= Unilever 1978 - 2006 roles include:
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— BBRT Associate 2007
— 2006 — Founder & Director Satori Partners Ltd

— 2005 — PhD. Hull University—Management
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— 2007 — Visiting Fellow-Cranfield University

— 2009 Nov. - Publish book “Future Ready: How to
Master Business Forecasting”

— 2010 Editorial Board of Foresight Magazine
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Why forecast? .,

Should we have a barbecue?

Lagging indicator Leading indicator Forecast
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“It's awful. Why did no one
®

see It coming?”

Queen Elizabeth Il
London School of Economics
Bonfire Night 2008
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&
UK profit warnings
&
Number of profit warnings issued by UK quoted ¢
companies, Q1 2003 - Q3 2010
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Average market cap Impact of warning: 10% to 20%
FTSE 100 £10.0B
All quoted (1400) £1.2B

Source: Ernst & Young 2010 ©Satori Partners Ltd



IBM Finance Forum 2011

Anticipate and shape business outcomes

TOP EXTEENAL
CONCERNS

AN
[ prwwicurs quuarte )

TOP INTERNAL
CONCERNS

RANE

[rwwicnm Guasiten}

L]

- 11} Consumer demand - Ability to forecast resulis h
& 2(3)  Financial/ - 3T  Working-capital
Banking tyatem FARSgameEnt
v 3N Credit market/ - 35 Maintaining morale W h a t a re
interEst rates during LT
= 4[4} Currency volatility A 48 Counterparty risk
& 57 Howsing market fallout - 5% Halimce shest weikiness
® 6&[MA]  Government policy a B[N Supply chain risk
v TiE) Foreign competition w Ti4) Attracting/rotaining
& A[MA]  Stability of local and gualified employees ‘ F 0 S
central govenmment - ) Managing IT systems
- 5[ Financial regulation * G[o) Intellectual propenty
= 100 Trade policies and prretection
agrecmonty & 10 (WE) Data security ]
1. .:.!'..'..:l:-:.'-.!-'..‘._. e —— w—— ".:....-:I-'...“_:“'..'...'.i.--..-'....u... s —r Worrl ed
= 1(l] Conssmerdemand - A{1]  Ability to forecast results h
= (7} Credit markets/ & I(ME] Working capital
interest rates ARIgement
A (4]  Mew adminktration * 3 Maintaining marale ?
and Congress during downturn
* 43  Housing market fallout ¥ 4[3)  Balance shect woakness abOUt (]
= 5% Financial regulation * 5(4) Costof healith care
- 6(6] Currency volatility * &[5  Attracting/retaining
- 77 Cost of non-fuel qualilied employees
gommmadibies w TG Supply chain rizsk
= B  Costolfuel ¥ B[N Managing IT systems
& S[ni)  Trade policies and v S(8) Pension obligations
Agresrmants w 10 Intellectual property
w0 Foreign competitien protection
fagpa® | FARIIRS—— |
- 1) Consurmer demand - A1) Ability to forecast results h
B O { Credit markets/ = 2(NF)  Working capital
v Currency volatility - X7 aintaining morale
TATAY o competiton = wmm
-5 Rise of protectionism - w 4[)  Counterparty risk
L in the ﬂ"m ¥ 5i(6) Ihl_.ui-_mwnlmun
(w66 Costolfesl & - G(4) W
* 7(5] Costof non-fuel = employees.
commodities v 75 Supply chaim rivk
@ A[NR) Housing market fallout ¥ B{7  Managing [T vystems
* 9(N) Financial regulation - () Intelloctual property
. protection

wo()  Trade policies and

a Increased  Decreased = Same & New totopten MRE=not ranked
* Encluding China

SERROE . USRS OUTLODE LUEVEY Y 0FD Duade] . TELRURS LI LY AkD DU UNIVERTITY

©Satori Partners Ltd



IBM Finance Forum 2011
Anticipate and shape business outcomes

©Satori Partners Ltd



http://www.gonomad.com/traveltalesfromindia/uploaded_images/Tower-Bridge-London-704399.jpg
http://www.amazon.co.uk/Bridges-World-AA-Illustrated-Reference/dp/074955911X/ref=sr_1_2?ie=UTF8&s=books&qid=1266402066&sr=1-2

IBM Finance Forum 2011

Anticipate and shape business outcomes

Another misconception:

“It’'s just common sense.”

“It’s highly specialized.”

©Satori Partners Ltd




I

Anticipate and shape business outcomes

BM Finance Forum 2011 ), A

Mastering forecasting &

1. Mastering purpose

2. Mastering time

3. Mastering models

4. Mastering measurement
5. Mastering risk

6. Mastering process
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Strategic
planning

Business

forecasting

Operational
forecasting

&

PURPOSE PROCESS
ADAPTATION ADAPTATION

Hzgs?loélﬁtg%eeft THEtrr eOIOnrn rimﬁuture

most effectively?

Creating options

environment
Broad-brush estimates

NAVIGATION

NAVIGATION

HOWSHMEF T E ﬁUoT?UREnited

resources to best effect?

Decision making

Best estimate of what will happen
(based on current assumptions)
Detailed enough (with ranges)

RESPONSE

PDIE

demand efficiently?

Execution

RESPONSE

I t

T THE F PHRE

Prediction of what will happen
Detailed forecasts
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Forecasting is about decision making, because... ,
...you first need to

work out where

?\6?’( you are heading
> <> @%%gjg (FORECAST)....
S
< e J ?/QP*
o (O
N do differently to get back on 3
QT track. (TARGET)
o:::f_—z?l
While it is

necessary to have
aplan ...

... the world often turns out different to
the way you expected so ...
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Key concepts:

A target is what we would like to happen,
which we achieve by producing.

A forecast is what we think will happen
based on:

A set of plans: what we intend to do,
which we change to achieve our target.

C = cost-effective S\

Specification for a forecast: TARAC CARAT
T = timely
A = actionable <
R = reliable
A = aligned g
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Our need to be able to
forecast, to see into the
future, is driven by how
quickly we can react to
what lies ahead.

Forecast horizon

Q1 Q2 Q3 Q4 Q5 Q6

Adjust existing plans

(Mlnlmum) ﬁ

de§:|S|on- New actions
maklng lead —
time Major new initiatives

—

- ©Satori Partners Ltd



Anticipate and shape business outcomes

T imely

CRITICALITY

HIGH

LOW

wd

The frequency at which we ¢
forecast is driven by the rate
of change in key variables.

VARIABILITY

LOW HIGH

LESS
FREQUENT FREQUENT
ROUTINE ROUTINE
UPDATE OR UPDATE
BY EXCEPTION

INFREQUENT LESS
UPDATE FREQUENT
ONLY IF ROUTINE

NECESSARY UPDATE

©Satori Partners Ltd
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LOW & HIGH
The frequency at which we — [ ERecten
. . >_ (D ROUTINE FREQUENT
| imel forecast is driven by the rate of E T| upbatecr | ROUTINE
I I | . . - BY
y change in key variables. S | exceprion
=
o INFREQUENT LESS
O % UPDATE FREQUENT
. s . ONLY IF ROUTINE
Economic Variability Speed of Update Forecast —| NECESSARY UPDATE
relevance response frequency horizon
Revenues High High High Daily Quarter -
Labor costs High Low Medium Twice monthly Six months <:|
Fuel costs High High Medium Weekly Quarter -
Mamte_nance Medium Medium Medium Twice monthly Six months <:|
spending
Advertising . ; . .
: Medium Medium High Monthly Six months
spending
Aircraft ownership Medium Low Low Quarterly Year <:|
costs
Airport rates and Medium Medium Low Weekly Six months <:|
charges
Other operating Medium Medium Medium Twice monthly Quarter <:|
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a model, and different
A ctionable approaches have different
strengths and weaknesses.
Three types of model
\;LUME —
- ML:%E:_L [l COST Chutput:
Mathematical ~— —+ mopeL i &%
l u;.:uE ' AS((BC{ 1+D})
w::raét e

Statistical Lwﬁﬂéf ””"

HISTORY |:> FORECAST

Judgmental
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A ctionable

Every forecast is based on a
model, and different approaches
have different strengths and
weaknesses.
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Forecasts are reliable if they are
unbiased and have an
acceptable level of variation.

Variation
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Forecasts are reliableif [ |y | | ¢
. Actual
. _ they are unbiased and Jrj _________ T 11°° @
eliable have an acceptable level Negative errors ¢
of variation.
Is this forecast
TARGET ACTUAL biased?
Average net error <19 0.8%
(bias) ° o0
Is there too much
Average gross error +/- 5% <14% variation?
(variation)
15.0% 1 12.8%
oon for - o 10.1%
50% - T 5 7%
D@,{,n, = H 1=
5.0% *l I_I—LI_I751W b
-10.0% 1T%
L 11.6%
15, 0% 13T
a0 . - my @ i
LT N L A A
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forecast numbers. But the ¢
A ||gned unpredictable nature of the world .

needs to be taken into account.
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C ost-effective

2 Behaviour is as important

....... I,r' ..l" as the process itself.

—— _| [ 1 I | 1
WY Ehw RSN NN e -

' il m gl ]

An effective forecast process is \ 4
also an efficient forecast process.

. Do things in the right

order, at the right speed.

. Do it often, and in the

same way.

. Observe the results,

separating bias (hook or
slice) from variation.

. Make adjustments,

improve the process.

©Satori Partners Ltd
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What is next?

First steps

— Engage all levels

— Measure forecast quality

Next steps

— Design your new forecast process
— Implement, automate, integrate

— Educate

— Measure

— Learn and improve

©Satori Partners Ltd
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Trademarks and notes "

IBM Corporation 2011

=IBM, the IBM logo, and ibm.com are trademarks or registered trademarks of International Business Machines Corporation in
the United States, other countries, or both. If these and other IBM trademarked terms are marked on their first occurrence in
this information with the appropriate symbol (® or ™), these symbols indicate U.S. registered or common law trademarks
owned by IBM at the time this information was published. Such trademarks may also be registered or common law trademarks
in other countries. A current list of IBM trademarks is available on the web at “Copyright and trademark information” at
www.ibm.com/legal/copytrade.shtml.

=Other company, product, and service names may be trademarks or service marks of others.

=References in this publication to IBM products or services do not imply that IBM intends to make them available in all
countries in which IBM operates.
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