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Session Objectives

In today’s session we will:

= Review the need for solid
forecasting practices

= Learn about the rolling forecast
philosophy

= Discuss three success factors for
a rolling forecast
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»Expect the Unexpected.

David Axson
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Do we use the right tools for the new reality?

e Detai |l ed annual budget
e Quarterly forecast

e Budget vs Actual s

5 year strategy

* Manual processes
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What is a forecast?

Forward Looking

12WEATHER 5 Day Forecast
THU

Fact-based Flexible
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,» 1T he end result ... is not an
accurate picture of tomorrow,
but better decisions about
the future.”

Peter Schwartz, The Art of the Long View
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Good forecasting practices create value
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The traditional template.
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The traditional approach...
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Dell shares suffer a blow after missed forecast
watch closely

BLOOMBERG NEWS
Wednesday, May 10, 2006

ROUND ROCK, Texas

Dell Inc, shares fell 4.7 percent yesterday after it said that first-quarter profit missed its forecast as
revenue growth slowed to the lowest level in four years.

Shares of Dell drepped $1.23 to close at $25.20, the biggest decline in three months, at 4 p.m. in
Nasdaq Stock Market compaosite trading.
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Rolling Forecasts.
An effective approach.

Cognos.
ormation Management software




FINANCE FORUM 2009

What is a Rolling forecast

JFMAMIJIIJIASONDIFMAMI

Q1 Forecast

Traditiopal
forecast

Rolling 4
quarter forecast
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Why are rolling forecasts attractive?

= Increased visibility

(1]

= Consistent time horizon
= Less reliance on budget aing

.llmlll
= Solid baseline for new plans / I

Whss

Q1 Forecast i

= |
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Rolling Forecasts speed up the budgeting process

Without Rolling Forecast With Rolling Forecast
Cognos.

MR BN source: The Hackett Group, 2008 are
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Not only time is saved. Satisfaction increases.

M Rolling Forecast is used M No Rolling Forecast

80%

72%

60%

47% 49%

I

Overall Yes Partly Yes Not at all

40%

20%

4%

0%
0%
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Some elements of a successful forecast

[ ) )
Time Horizon & Process
Update Frequency Management
Agile Models
Information Management Eo Wars
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Time Horizon &
Update Frequency
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Rolling Forecast = 12 month quartely?

No. It depends on your business!
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Match the time horizon to the rhythm of your business

Short cycles Long cycles
= Consumer electronics = Oil exploration
= Retailing = Pharma development

= Investment banking Infrastructure investment

= Advertising = Plant construction
= Cash flow = Infrastructure investment
= Qvertime = Research & development
Information Management go 2‘;’?@
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,,Best practice companies
move towards more

updates.”
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Agile Models
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Remember this template?
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,»Simplicity is the ultimate
sophistication.

Leonardo da Vinci
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Less is more! Simplify your models
Forecasting
2
3
0
> - -
Monitoring
Materiality
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Utilize drivers —the language of business

3 Opportunities

Pipeline

Number of employees

y Customer Satisfaction

634172 — Revenue (New Accts)
665891 — Office Supplies (Paper)
665892 — O fice Supplies (Pens)
677199 — Gfts, Msc.
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Opportunities ———— Pipeline —> Revenue

Average Opp Size Conversion Rate

Revenue?

~———> 1M EUR ——> 200k EUR
20%

50 Opps

Cognos.
are

20k EUR
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Wow...there are a
lot of moving parts!

Process management is critical

We need to make a
critical decision
quickly!
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\ May Forecast £ June Forecast } July Forecast /

New
version
Cognos.
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Update
Models

Distribute
Models
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New
version
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Update Distribute Aggregate
Models Models data
= < < > G -
New Load Collect
ersion Actuals Data
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Update Distribute Aggregate What-if &
Models Models data Optimize
@ L -  o>—e < e o
New Load Collect Report &
version Actuals Data Analyze
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How do we spend our time?

Collecting data

Maintaining Spreadsheets

Creating Reports & Presentations
Conducting analysis

Other

[l

0 10

Information Management Cognos Forecast Survey 2008
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Same data — different perspective

Reports &
Present.
Collecting [l Collecting
Data Data

Reports &
Present.

Mon Tue Wed i
IO ' software
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Is there a better way?
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More time on Monday & Tuesday

=7 Reviews

1) Total Demand
SAP 8 =& Regional Accounts
1) Eastern Region
) \ - New York
Collecting HR - é -0 orlando
i 0 Atanta
Data / i Central Region
i..{D Western Region
ow [
Automated Interfaces Workflow &

High Participation
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IBM COGNOS 8 v4

Any Language Any Format | Any Mode Any Location
Reporting Analysis Scorecards Dashboards Planning

Manage Dimensions Bulld Datasets Define Metrics Capture Context

Update Distribute Aggregate What-if &
Models Models data Optimize
- @ L i > - o S—
New Load Collect Report &
version Actuals Data Analyze
Information Management Eo s
[EE :

FINANCE FORUM 2009

Management Decision
Meetings .
J Making!
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Critical elements of the process

= Aim for repeatability
= Measure the quality
= Set strict goals
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And measure & monitor your process

Forecast Accuracy

Cycle Time

Confidence Levels
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software
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Time Horizon &
Update Frequency
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Process
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IBM Cognos Connection

[ Demand Forecasting

Public Folders

Sales Manager Log O

My Folders |

Back to the default entry

Demand Forecssting
Forecast Accuracy Report
Upside-Dowinside Risks Repart
Demand Anslysis

Hews Items

MEWY; Easter campaign planing
omplete
[Read)

Please review your forecasts to
reflect the latest pians for
Easter promotional campaigns.

MARKETING

Forecast Variance alert

ACTIGN: Revised submission Elnes

FreshFoodCo - SALES AND

US - Sales and Marketing
S Mzjor Accounts

ch new versions v [ Add comments *

(B keen thisversion » | p iy = i@ v [ add this report v
Forecast Accuracy

Prepared Whole Meals
Sales Quantity

Forecast Accuracy - 1 Month in Advance

Last

Month - | Month - | Month - | Month - | Month - Month - Month - | Month -
11 10 e 8 7 & 5 4 Month

Month - | Month -
3 2

deadine UK - Sales and Marketing
MEW: Forecast Accuracy guidance LA - Major Accounts
i - Regions
FR - Sales and Marketing
Workflow | Count | % .
i) | R - Major Accounts
- 1| am DE - Sales and Marketing
Workin 2| 8% LE - Hajer fccounts
Progress DE - Distributor
Incomplete 4 17% DE - Aldi
(R T
DE - Metro
Above target (>90%)
Acceptable (between 80% and 90%
Unacceptable
Feb 9, 2009 1 5:59:08 PM
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Rolling Forecasts — a silver bullet?

= No one-size-fits-all approach

= Agile models & process required
= Technology as enabler

= Forecast culture required
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If you like what you saw today

= Come and speak to us
= Download our white papers & blueprints
= Join the Cognos Innovation Center
www.cognos.com/innovationcenter
Twitter: @ibmcognosicemea
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Session Summary

= The current business environment requires solid
forecasting practices that the traditional approaches do not
provide

= Rolling forecasts provide a proven approach for gaining
better business insight in today’s volatile business climate

= IBM Cognos provides best practices and solutions for
implementing a better forecasting approach
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Deeper Insight Unlocks New Value

MEASURING AND MONITORING
PLANNING
REPORTING AND ANALYTICS

; Customer . Product : Human IT/
Sales™ 'Marketing Service ~ rinance Development Operations pegources Systems
M| PRODUCT ACTIONS: | CUSTOMER ACTIONS: M| SUPPLIER ACTIONS:
Eliminate Unprofitable M| Protect Profitable M| Leverage Your Best
Products & Non-value M| Customers & Manage the M| Suppliers and Manage
Added Activities Unprofitable Ones Supply Risk
||
|

~ Intelligent
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