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The challenges resulting from the VUCA world are manifold -
Geopolitical & economical bloc building on top of many CEO agendas

Situation

high! CHALLENGES c = ==
; eopolitical & economica
it bloc building
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V | £ Covid-19 e shortage Tech Disruption
glatile 2 o Impeded financing o
_ = Shortages ® Ukraine war Industry disruption
¥} ncertain é (Semiconductor) -
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C Banking Crisis ® Souvereign Debt ... ®
omplex Crisis reloaded
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Europe saw energy prices skyrocketing in 2022 - Though prices have been going
down recently, the price level for energy in Europe will remain high in the future

Gas spot prices [EUR/MWh]

Day-ahead power price Germany [base, EURIMWh]
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High Inflation Rates, Central Bank's Rates Hikes and turbulences in the American
Banking Sector drive up uncertainty in global economies

Inflation Rates

Interest Rates & Interest Rates Expectation (ECFC)
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Banking Stocks
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lllustrative example

Prioritization of challenges: Next to geopolitical & eco-
nomical bloc building, other challenges must be factored in

What it takes to stay on course — Challenge prioritization

IMPACT ON (ILLUSTRATIVE) » The identified challenges
CHALLENGES Dev Ops Shoring Total are used to assess the
p Geopol. & econ. bloc building ] ] ] [ ] ;Tg:ﬁlﬁ;gey business
Ukraine war ] ] e
Natural catastrophes I I ]
Semiconductor shortages [ ] ] ]  Based on an initial
Covid-19 e qualitative assessment (as
Tk ] ] ] ] ] lllustrated), the quantitative
Impeded funding/financing e e e 30t SgPEaxmated
Sustainability e e e [
Demand volatility | [l ] ] I - The quantitative assessment
Change in customer behavior I I e B then serves as decision
Industry disruption e ] ] ] ] basis which risks the
company wants to address

B Very high [ High Low Very low

Source: Roland Berger



Today's economic world is shaped and challenged by three major blocs that produce
more than half of the global economic output

Socio-economic key indicators of the world's three major blocs

,@ USA

% global GDP: 21%

% global population: 4% @

% global Exports: 9%

.

GDP data from 2021 (constant 2015 USD)
Export data from 2019

Source: World Bank, WITS, Eurostat

(6 European Union

% global GDP: 15%

% global population: 6% @

% global Exports: 13%

) .
‘ China
% global GDP: 16% @

% global population: 18% @
% global Exports: 13% @
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Recently, world trade has slowed down and geopolitical confrontation hiked in the
wake of Russia's invasion of Ukraine — We see four scenarios for the world order

International order scenario matrix"

Localized & %4
decoupled xallue * The Russian invasion of Ukraine
chains has shown that the liberal world
order‘which current value chains
ISOLATIONISM NEO-IMPERIALISM rest on cannot be taken as given
The sanctioning of the Russian

Q1 2020: Covid-19 [ Q12022: Russia- \ invasion by predominantly Western
pandemic Ukraine conflict states has further exacerbated

0 already existing economic
e —— ° \ disruptions like shortages and
COMPETITIVE m

World trade

inflation resulting from Covid-19
» At the same time,.this has raised

3 HEGEMONIAL the question of what the _
: MULTILATERALISM RIVALRY relationship of Western states with
. authoritarian regimes may look like
. Until Q1 2020 (Before Covid-19): -
. Globalized & o Glno;)alized & cgo(:):::tivzv\llvorld) in the future
interdependent
value chains S
Peaceful Geopolitics Hostile
cooperation confrontation

1) Scenarios as of July 2022
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Resulting initiatives often bottom-up and disconnected

e e T _ a4 o

CORPORATE STRATEGY & MANAGEMENT

A

Producti Production
roguction footprint
relocation
Sourcing footprint Working cap
Resilience initiative initiative

Risk assessment

Customer claim Cost containment

Cash office management
Supply chain
SemCo task force task force Cost control tower
— ] -

Initiatives from across BUs & functions: Often bottom-up & Disconnected

Source: Roland Berger

A Risky
Expensive
Inconsistent

Inefficient

A Backlash
on IT



Managing IT in difficult times — How to navigate

the turbulent waters of the automotive crisis

Munich, January 21, 2009

Strategy Consaltan

Consequently, the executive agenda in the automotive industry now

focuses primarily on securing cash flows and reducing working capital

What the crisis changes

»

What this means for executives

£

> Higher borrowing costs due to investors asking for
hefty risk premiums

> Increased carefulness for giving out loans by
banks; concenfration on companies with high credit
profile

> Increasing equity less attractive and more difficult
due to weak stock market

> Reversed expectafions of shareholders: Safety bonus
for sobd cash pasition, discount for high working
capital

> Like in banking, either wave of bankruptcies or big
increasein the amount of restructuring mergers to
be expected

S ol Berger

> Focus on cash flow and reduction of working capital

> Conservative reassessment of dividend, leverage ratic
and buy-back policies to secure financing

> Cost-cutting and improvement of organizational
efficiency; the tough market situation can be used
to justify transformation moves (2.9, cutsourcing)

> "Room to maneuver” to proactively explait sirategic
oppartunities and to make acquisitions

> Development of scenarios dealng with the possible
effects of a recession (breakdown of prices, volume, etc)

> Continuing increasecf market/competitive pressure -
shiftin the competitive landscape

10121_Selng T ind il imes_FINAL_marker FFT>

Flashback Financial Crisis 2008-2009 -
Sudden crisis mode

Strategy Canaltant

The financial crisis and global economic downturn have already

severely affected business and consumer expectations in 2008

OECD Business Confidence Indicator 2008 Comments
104
103 . R 3
102 > Dramatic drop in business
10 confidence, reflecting
100 expected impact of financial
orisis
= A JAN-NOV/
] JAN > Consumer confidence in
97 some countries at the lowest
% Germany (9% levels in decades
gj Total® (7% > Significant decline in
\ Euro area  (-10% business investments and
QGD 1 us % consumption expected for
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov 2009

1)iichadee 29 couniies, excl Beaal Fiaa, China Russa, S0UR Aic
Source: OECD: Rotand Beroer

Companies move at different levels of speed when it comes to reacting

0127 SelngIT indAzutimes FINAL farbee FET™

Strategy Cansalian:

to the crisis — overall decline in IT spending to continue in '09

Segmentation of companies regarding their
reaction speed

Expected changesin IT spendingin '09 vs,
‘08

"Early birds"
Companies that have already started to cut their T
spending in Q1-Q3 08

“Recent movers"

Companies that have started to cut their IT spending in
Q4 '08 or are just about to start

“The unimpressed"

Companies thathave not significantly reduced their IT
spending as a response to the crisis or that have even
increased their [T spending

Source RolindBarger
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Recap 2008:
Financial system
Instability

Consumer demand
uncertainty

IT investment
austerity

Large bankruptcies

"Keep the lights on"




Challenge for CIOs/CDOs - Reacting to business decisions vs. thinking ahead and
creating degrees of freedom (room to maneuver)

Increase of change
and requirements

[ I S

Think ahead

Prepare

Create leeway

Build flexibility

-

Uncertainty of crisis
extent and duration

Regular management
agenda

Source: Roland Berger
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8 hypotheses for no-regret moves to create resilience and room-to-maneuver

Do cost homework in IT Ops

(N

Drive efficiency in Dev and prune project portfolio

(2

Drive & build skills in (hyper)automation

e

Revisit shoring strategy and footprint

()

Keep and strengthen cyber defense & information security

(=

Advise OT on IT learnings and capture synergies

()

Expect more requlatory burden and potentials through ESG

©

Continuously modernize IT TOM & Skills for profitability

Source: Roland Berger Roland Berger | 11



#1 - Do cost homework in IT Ops

G Popit andsussinble reducion o1 1 coss conceptua| Y Pt and sussinable redcion o T cote
Triggered by externalities, companies should reduce cost to either The project ran over c. 12 weeks in four streams challenging the organisation and
release as savings or fund more profound transformations defining measures for implementation
e
New or additional cost
Pr—— Aetvities Feb Mar gt May
fstround- nternally drven: 2nd vound - Externally riggered: 3rd round - Tonefrons the top: Impartrt estings -
. . = e e . Steering committees * * * *
Stap doing Spend compression/demand challenge Restructurin s Weskly project meesings « Updated project timeline
+ Some spand compression + Short ferm transformeation & goverance * Performancs improvement R Ontmistion of ] s rovidar includes fine-tned work
" Consstons + Suppiar calsboratons ) L“’ZE‘U'":':’:;";”";“’W \ Review and xtend MSA messires ; Is'::euam: ine-tuned worl
* Focus on indirect Under constraints: . w:?mfni. “Skin and "sguesze” TAM contracts "
* Mostly within "silos™ * Protect innovations | strategic projects o Review and extend cloud measures + Prioritization of topics
+ Release a5 savings and/or to Bl Ofishoring and streamlining of organizatian within streams based on
fund fransformations. ‘Streamling evalved organization expected savings
T Evaluate oftnearshoring of workforce contribution and logical
H a Improve demand and partfolio management sequence
£ 10-20% sav Clowd optimization and asset mgnt. optimizatia M-
o ,ﬂ._.,:m. i Mssess process automalion potential (e gi TWT"'“"“':L "
H ‘Optimize software asset managemant Wlmmfm precedes ofi-
a Optimize hardware asset management Inearshoring)
N Fisanin and implemantation mansgement
Create overall finaneial benefit case
Design and ramp up implementation program
1022 202 3z 4022 1023 2023 3023 4023 1024 2024 3024 4024 1025 2025 3025 4025 u;“‘qh Prvqnmwmm‘ﬂnu:
eed for lean
o o

operations

Y

We recently supported a client identify and decide on measures to reduce cost. As measures are identified across commodities a way of ensuring sustainability is
Target was operations cost, in order to protect developments to capture them in current and future budgets

P Fopid andastsiablereducton ol T costs

ies [% of total spend]

Compression Mechanism (fast and immediate) Budget Mechanism

FeEn i Levers (selection of ~150 tested levers)
| | I Mspendnolin
! 1 seopectpoet Stopbackils + Siophuckfls + Dowaskig + Uemse + arhuare [ m 80
P28 | LTI ‘ S ols Y =, o sancacs B .
' | -Dewnsiing - Conlant - Ofbaring “Demand v Chabenge® I ebudget Cut- Inmedite
mE i e e challenge* - Y 4 Negatistion Rsdicalreviewof (@) ™ 7 R simeebvuinly
fym— e el Harhuare Hudget Radalchaingy T fctory" soprans £ et @
20% - tedations e i aumers f g sped g s @ s
o e
. - Setwire .
11 Vendor consalidsion and marginsqueeze gt i w
, e % classification L
. ’ Dynarnic
? Leasing rview ) *+ Urdering budget
m, " sdjustment &
' “Commercial pressure” for, .. ioplarge supgiers “publcation”
e s Ryt s 06— T ———
80% 23% poare. | TIVE (reigotson ick-backs, ) rgetat 5k e toratns "
ment BO-100% budget
“Supplies contbution® o, &0 eringliale supciers (eneal, - ol sugplytase camplince!
19% W e, £ S e 2-5%) 0
L 5% I Bt Bodgel e
- L ot
Total IT Budget ‘ —Broad § rachcl st o eAcasatesApsneLTs 5., 3ponsorng vents OubboLIMsraie: e s s of
st Totalspend  Development  Ops beseine  Employess  Consultants Rsxlema\ Bought Semice Software Hardware awners. {rans fars, g gL framamgyees st s onmaking snd mpsaraten. (QF—————— Mtaaag sre Stad Bacging [+
in scope sourmes L
B ™

Source: Roland Berger



#2 - Drive efficiency in Dev and prune project portfolio

¢ o Rapid costs Ensure siighed operating

To ensure sustainability of transformation and to avoid slippage,

key governance structures need to support cost control

I maturity t and ambition level

Gavernanc ta support 3 business instead Pure service provider Strategic parner
of a service provider

Key governance structures

I s s >
B rrosenanes ‘ i = ‘--) ‘

B voteden s & ]

5

+ T Govemance can be srangibened with un T Beand tha has el manclate

B evemse mietivectn Mamsgement ‘ ‘ kg

sod hamnizsd

\ \
| : \ J\ | .
:
\

1T Pracarement ‘ ‘

lanossape

Sofomare nginceriog &1

needs ta evelve owards. hlistc and presctve cost costrel functon

» + 1T Procsramant invetvemant noeds lsbo icreasad in purchusing of esoureas,
sath 25 related ta cloud, and exteral services

Dornind Wasigesmest
Infrastrucure (Cloud and Devds) :/.
Encssor computin ncl. support >
Ambition level untl 2025
9 o Rapid costs Ensure abgned operating

Need to counter lack of incentives for resource sharing, sandbagging of talent and a

tendency to only deploy full teams

Average amount of people per role in team by product

Product Owner

Scrum Master

Solution Architect

Engineer/Developer

Analyties

uxui

Business Analyst

Source: Roland Berger

+ Engineer/Developer roles seem to he
overstaffed compared to benchmark,
potentially driven by changing business
demand and reorganization

+ Decision on downsizing scenarios
related to engineersidevelopers to be
made:

D Adhere to product team archetype of
5 engineers/developers, indicative
XXX FTEs could be streamlined

[] Adnere to 6 engineersideveiopers,
indicative XX FTEs could be

streamlined resulting in subsequent
savings

Y- eoste

Within the org. streamlining, three levers existed with rightsizing of product teams

and demand prioritization showing highest potential

f organizational streamlining

. “Homework" o o Mlignment need
Digital Core W, business

Rightsize product teams Increase span of Prioritize demandicap Savings ambition
contral to 2019 levels capacitylstop doing  organizat. streamlining

o (1]

Initial assessment complated Net step Next step

Y 1 costs

Large share of outsourced capacity for some coordinating roles such as Scrum

Master where insource potential exist
mployee type per role
Role FTEs Employee type composition

Engineer/Developer XXX 144 2% 3%

Business Analyst X “ 1% ™

Data Scientist X 2% 8% 6%

Salution Architect ™ 31

Seum Mastr > @ -~ | B

Product Owner w a7%

[ Employees [ Consultants

1% 2%

+ Engineers/Developers make

up the largest part of the
FTE base which is largely
made up by extemal
resources

+ Coordinating roles are to a

Iarger extent held by
internal resources while
there stil is a large reliance
on consultants for some
roles

+ Opportunity exists to

insource some coordinating
roles such as Scrum Master

External Resources

Make development
efficient

Systematically

prioritize development
portfolio

Secure but focus
strategic projects

Question candy store
topics




#3 — Drive & build skills in (hyper)automation

RPA goes Hyperautomation... ...& Power of large language models
Traditional RPA has

Conversat- become mainstream

ional Al

Starting with the now publicly available ChatGPT, there will be options of different
complexity for companies to use language models

Hyperautomation

Low/No
code

ChatGPT ChatGPT ChatGPT INDIVIDUAL USE TRANSFORM YOUR  BUILD YOUR OWN

BETA PREMIUM WITH API CASE KNOWLEDGE MODEL

integrates multiple
automation domains

Meded data Generic public model Generc putic model Generic pubkc mods Finelused publc model

2 Finance, HR, ... Customer Services o s, B
(%] Saftwars devalopirs
S Operational excellence o
[} (es5mate)
(2]
=) KYC ESG Improvement —
, ChatGPT-4, Bard
|T4|T Cost assumption!) Free $20mon per user $0.02 per requast - $0.12 par raquest = $0.12 par request lll‘ml‘Jilull.J“ - ) ) 7) O
_ show glimpse into
© .
E * Relevant supply market CAGR '21-'30 of +21% fUture _aUtomatlon
2 potentials
< | * Major growth in Process Mining (CAGR
S | +40%) and Document Al (CAGR +30%)
(T

Source: Gartner, Straits Research, Grand View Research, Allied Market Research, Roland Berger



#4 — Revisit shoring strategy and footprint

CEE locations of selected Tech companies

i ALOS 9 nuswe: A0S Raoszow, Gdansk (PL) Tallinn (EE) E57 E"'gﬁ:f P uawel
T IZ5 NOKIA Google ERICSSON Z Warsaw (PL) vl i Riga (L)1 ERISSONE Semumve
At9S ermicsson Z Lodz (PL) —, 1A 4 T NDKIA
NOKIA Bydgoszez (FL) —, vilnius (LT) =52 Ericsson 2 T
Capgeninidb IEFE NOKIA ERICSSON 2 Krakow (PL) ‘,/ gle NOKIA $%Huawe
AtﬂS Os.pgmwu‘ T=E NOKIA Wroclaw (PL) Minsk (BL)
T -Systi FT Gliwice (PL) — P
Copge.\wmo Opoale, Paznan (PL) = o
Capgeminid® “==7 Katowice (PL) | Ly (U}
#ig Huawe! Capgomini® LGS IZ77 ===+ Bielsko-Biala (PL]_;. s Suceava (RO} Capgeminie®
T ERICSSON 2 NOKILA Go g|erquc (EZ} ~ 4 A lasi (RO} Capgaminid®
Atos Ostrava, Vysaké Myto Sumperk (CZ) 4,.4-/ [ Clyj (RO} I=35
_____ 3 @ Brmo (CZ) — Timisoara (RO) NIDOKLA, AtwS Z=52
- -Bystems: LS TEET Kosice {SK} o dagest i P Brasov (RD) AtmS IS3T
“—— Bucharest (RO soRdryry
Atf.DS Zilina, Martin, Prievidza, Banskd Bystrica (SK} _- /' ERICSSONZ ue am.( )E"Fmg -
NDKIA w Copgeminid® ATOS @ nuawe NOKILA
=5 NOKIA E"'css"""g E7 Bratislava (SK) I
e nuawe T--Spstoms Google ATBS /s 2 % e Sofia (BG)ETTALOS TE3 NOKIA
Tmas Srekesfaharvar (HU) Capwvuuo o Qe Capgumini ERICSSONE $eHuawe
w Capifal B wuawer - Spsiem

» War for talent and capacity restrictions

Price increases/crowding out in CEE

Example global Tech company's current Development footprint

> ©. 30,000 resources worldwide

g o
- 5 6,700
18,150
North 200 z
Amarica o Northeast
Europe . ‘ Asia
1,700
Southeast
Asia
and
ME |
W =5.000 FTFs 1AM-E00 FTFs © 500-1,500 FTFs =500 FTF= {or unknnwn) /

Source: Company disclosures, Roland Berger

China Dev capabilities: Supply chain
risk for solutions sold in West

India Dev Capabilities: Fosters locally
rising competitors

UKR capacities moved to CEE

High geopolitical impact
in nearshore/offshore
footprint

War on Ukraine with
strong impact on
nearshore including
adjacent countries, e.g.
Belorussia

Other geopolitical
implications also for
regions such as China
or India




#5 — Keep and strengthen cyber defense &
information security

Threat vector landscape steadily Vulnerabilities increase with ongoing digi-
increases in dynamics tization of products, services, production

.. Connected physical
140% S

Growth of ransomware N
attacks in Q3 2022

State-sponsored
actors 3x

ouig
Growth in RUS cyber-
attacks on UKR after one

000 Digital Products
year of war
Internal Automated
employees 8 5(y H";"H Production

Data breach incidents
caused by employees

Source: Panda Security (January 2023), The Guardian (January 2023), Psychology of Human Error (2022)

Do not sacrifice

cyber defense posture
even with reduced
budgets




#6 — Advise OT on IT learnings and capture synergies

/-

Identify IT learnings

* Leverage IT best practices
and tools to OT challenges

- in systems
- in management

Example (1) Dev hub sharing

Joint skill base
SW development hub sharing
* Scale up of resource deployment

D ffici
ev process efficiency f_;) nC_P

improvement

[ shm
nnl o

Source: Roland Berger

Capture synergies

where reasonable

+ Establish joint architecture view
» Combine resources

* Align processes

Example (2) Cyber Security

* Enterprise & OT Networks zero
trust architectures

» Harmonized IAM policies
» Add OT skills to CERT

Develop synergy roadmap

+ Set key initiatives and timelines
» Define success metrics

* Collaborate closely between OT
and IT teams

Example (3) Sourcing

Joint vendor management

Joint SW license procurement

Joint frame contacts for Cons/Sls
A

=2

|dentify IT learnings
relevant for OT

Evaluate resource &
skills leverage between
OT & IT

Create synergy
plan for action




#7 - Expect more regulatory burden from ESG - but proactively identify potentials
for IT-enabled sustainability

(

Bl

First wave of
environmental

regulation is being
implemented, e.g.

* EU Green
Taxonomy

+ CO2 pricing and
offsetting

» Scope 1-3
emissions
monitoring

» ESG external
reporting
* |nternal

corporate
dashboards

Source: Roland Berger

Manage IT environmental footprint /Key areas for IT-enabled ESG Impact

* Managing and reducing own
emissions, e.g. DCs @

 Scope 3 still an industry challenge

 Further work being done, e.g. by CORPORATE
ETSI, GeSi,... GOVERNANCE

Support Business footprint @

management
* IT-enabled sustainability in

core business with much

higher potential
Anticipate upcoming new regulation @

« Social Taxonomy in EU 2024-2025
upcoming

« Continuous governance regulation

Product liability

expansion expansion e.g., banking, Diversity &
crypto,.. opportunities

» Requires IT to invest in further
compliance monitoring & reporting

Human
rights

Employee
treatment

> Society &
community

®

SOCIAL

J
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#8 — Continuously modernize IT TOM & Skills -
with positive impact on overall corporate profitability

Dividend of IT Modernization
J;I\:I/:rgin deviation from industry medilan Embrace "modern" IT
20% | roles and operating
16% i model
Modern IT 12% IT modernization =
capabilities o higher profits than
correlate with | industry mean Data shows correlation (!)
* | POSITIVE between profitability and
success | = _
0% T - | CORRELATION share of modern roles
-4% |
-8% }
IT employees, 12% _ Degree Varying with
eadeount |, e industry
Modern IT roles”, -15% -10% -5% 0% 5% 10% 15% 20%
as a share of all IT A IT share deviation from industry median
employees

1) Share of "progressive" roles (e.g., Al, Data, Cloud, Cyber, Distributed Ledger, Scrum,...) used as proxy for IT modernization

Source: Roland Berger



Revisit your IT management agenda

e

Do cost homework in IT Ops

©

Drive efficiency in Dev and prune project portfolio

Drive & build skills in (hyper)automation

e o

Revisit shoring strategy and footprint

(o)

Keep and strengthen cyber defense & information security

(=

Advise OT on IT learnings and capture synergies

()

Expect more regulatory burden and requirements

©

Continuously modernize IT TOM & Skills for profitability

Source: Roland Berger Roland Berger | 20






