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= Unilever 1978 - 2006 roles include;

Controller Unilever Foods UK-$1 billion turnover

2002 - 2006 Leader Dynamic Performance
Management Change Project—part of Unilever’s
Finance Academy

= Qutside Unilever

Chairman of BBRT 2001 — 2006
BBRT Associate 2007
2006 — Founder & Director Satori Partners Ltd

2005 — PhD. Hull University-Management
Cybernetics

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

Bonfire Night 2008
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London School of Economics
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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
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Another misconception:

“It’'s just common sense.”

“It’s highly specialized.”
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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

Increasingly unpredictable
Increasing choice

=
@
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&

PURPOSE PROCESS
ADAPTATION ADAPTATION
How d tryct F actj
il REATE THEEUTURE .-
most effectively? environment
Broad-brush estimates
Creating options

NAVIGATION NAVIGATION
HwSHAPRE THE EUTURE. .
resources to best effect? Best estimate of what will happen
(based on current assumptions)
Decision making Detailed enough (with ranges)
RESPONSE RESPONSE
demand efficiently? Prediction of what will happen
Detailed forecasts
Execution
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Forecasting is about decision making, because... )
g g ...you first need to

< work out where
@Ge you are heading
\a (% (FORECAST)....

.

Oé And then what you hav
\30 do differently to get back on
" track. (TARGET)

While it is
necessary to have
a plan ...

... 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 ;s
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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
(M|n|mum) M
degision- New actions
maklng lead —
time Major new initiatives

—
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T imely

CRITICALITY

HIGH

LOwW

® /f"'-

) =4
The frequency at which we PN o
forecast is driven by the rate
of change in key variables. v
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 - [ ereaiens
. . >_ (2 ROUTINE FREQUENT
I I eI forecast is driven by the rate of E T| upateor | ROUTINE
I I l . . - BY
y change in key variables. g | excepmiow
-
o INFREQUENT LESS
%) % UPDATE FREQUENT
. o ONLY IF ROUTINE
Economic Variability Speed of Update Fore_cast —| 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 -
Maintenance 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 <:|

S ©Satori Partners Ltd
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Anticipate and shape business outcomes Every forecast is based on
a model, and different

A ctionable approaches have different

strengths and weaknesses.

Three types of model

w-uml
- MODEL

I part ©
l USAGE 1 AS((BSCH 1+D)

Mathematical

Statistical Lw\hﬁﬂéf — ‘

HISTORY |:> FORE CAST

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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unbiased and have an
acceptable level of variation.

Variation
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Forecasts are reliableif [ | | | ¢
. 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 o o
(bias) <1% 0.8%
Is there too much
Average gross error +/- 5% <14% variation?
(variation)
5.0% 12 5%
o 8 - gox | 10.1%
” 20% 2 22%
W-’—I_I = H 1=
20% *l I_uﬁ“‘ __5,|_|H
-10.0% AL
L 11.6%
15.0% T
2008 -
~ gz ¥ oz 8 & &
8 §F § 3 g. E 8 § & i 3 3 g }

©Satori Partners Ltd



IBM Finance Forum 2011 ). /l

Anticipate and shape business outcomes There should be only one set of ®
A forecast numbers. But the ¢
||gned unpredictable nature of the world .

needs to be taken into account.
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An effective forecast process is \ 4

C ost-effective also an efficient forecast process. __
*

1. Do things in the right
order, at the right speed.

2. Do it often, and in the
same way.

3. Observe the results,

o ek A —— | [T r— separating bias (hook or
| ._ . | slice) from variation.
G Behaviour is as i .
Nl way i e . ! 4. Make adjustments,
f =4 improve the process.
— L ! .
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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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