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How companies are valued has changed

Technology is changing how we view industry & value companies, ... and how we should develop strategy

Let that sink in for a moment:
“The Value that Wall Street is willing to pay ranges from 8 to 15 times your:Revenue -

“

... we’re seeing a
new trend of
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How companies are valued has changed

Technology is changing how we view industry & value companies, ... and how we should develop strategy

... the differences
among four
foundational
business models
based largely on
companies’
management
preferences, and

Business Description Definition Unit of Examples
model measure
Asset Builders | Make one, sell Use capital to make, market, | Production » Manufacturing
one distribute, and sell physical » Hospitals
products + Hotels
* Retailers
Service Hire one, sell Use people who produce Billable ttme | « Consulting
Providers one billable hours for which they + Financial services
charge clients + Insurance
Technology Make one, sell Use capital to develop and Code or IP + Software
Creators many sell intellectual property (1P) * Biotechnology
* Pharmaceuticals
Network Many make; Use digital networks of Network size | + Credit card
Orchestrators market and sell businesses or consumers to (number of companies
to many create, market, and sell participants) * Stock exchanges

goods, services, or
information, with the
company acting as organizer

+ Social networks




How companies are valued has changed

Technology is changing how we view industry & value companies, ... and how we should develop strategy

... Industrial-era firms Market
i i capitalization
were driven by (illion $)
, MC/E  MC/YO
with hlgh_flxed costs and MW 1015 131.000 54
low marginal costs, and 0,4 0,5
could |ncrea§e volume Uber 5009 16.000 -6
and lower prices. 4,8 7,6
_ _ Marriott 1927 177,000 30
... internet-era firms are <! a - 0,2 0,4
driven by .
| Airbnb 2008 10,000 38 3,8 3,5
where users .
Walt Disney 1923 199,000 163
create value for users, Y “ N 0,8 1,7
which attracts more users
) ) ' Facebook 2004 35,000 A73
which in turn creates more 13,5 31,5
value, ... Wartsild 18000 89 0,5

innovate and grow faster & operate with fewer employees



How companies are valued has changed

Technology is changing how we view industry & value companies, ... and how we should develop strategy

__the market value has COMPONENTS ofS&P 500 MARKET VALUE
shifted dramatically
100%
83% 68% 32% 20% 16%
80%
... by 2015, only 16 % BEx
of market value in the 0%
analyzed group (subset i
of 300 S&P companies)
was related to net book 20
value or physical assets 0% m
such as factories, 1975 1985 1995 2005 015

equipment, and inventory
Tangible Assers 0 Intangible Assels

SOURCE: OCEAN TOMO, LLC
“JIANUARY 1, 3018
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How companies are valued has changed

X
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Technology is changing how we view industry & value companies, ... and how we should develop strategy

... with this new
perspective,
management can
begin to look toward
shifting business
models to monetize
these intangible
assets and further
grow a business’s
overall value ...

... successfully
introducing a new
business model to an
organization requires
a mental shift ...”

USA Europa Asien

(Anteil: 66% (2015: 67%)) (Anteil: 3% (2015: 3%)) (Anteil: 30% (2015: 28%))

Didi
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“”@ Spotify (30) 3  Mail.ru (6) JD.com D Chuxing
E 4 (145) Aoy Rlibaba
Wirecard (21) (A4S <A }
@ A land ZvY‘D |'Adyen o Baidu (526) Ant
(48) mazon Zalando (13) el 32:(\)/?2,; B A ki
Netflix (12)

A~ : ~ Credit Karma (4)

Facebook e D Instacart (4) Netease (32) Toutiao (30)
R - Dropbox (12) | A

. (548) Al Weibo (24) - Lufax (19)

Microsoft ‘ (783) , Kuaishou (18)

. Flipkart (21) 5',3 | One97 (10
Afr'ka Lu.com (19) AN AR el

Y 4 B [ | \ GrabTaxi (6)
4 S | (Anteil: 2% (2015: 2%)) pakeEn ) || saineiani
g y 4 : & Sina(7) | | |
I ;, ] A XX YY (7) Olacaps (4)
/ / \ N Coupang (5)
WeWork Airbnb Salesforce Intuit Booking H. Square Match Lyft Stripe
(21) (31) (99) (s3) (103) (25) (12) (11 9 Naspers (112) Source: DR. Holger Schmidt/Netzoekonom.de/ idee: Peter Evans

How-do-we-make-meney?” “How do we create value?”-> “How do we share in that value?”
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TEN TYPES OF
INNOVATION

How companies are innovating is changed L

Great innnovator understand the importance of exploration, ... and creates long-term shareholder value

100%

. @ Strategy of Exploration

... leading Contribution 4
companies are Ve Strategy of Exploitation o |
building the —— — W .
Innovation strategy

as a balanced Ivesting &

portfolio of value Accelerating

creation

opportunities, rototyprg

Time

T
-

including both Insoirtion 8 (deaton___ e
internal (the

mim Scaling innovation

company) and © ree : : !
external (the @ corvorate incubation & open infovation programs : :
ecosystem) @ iccoterator programe !

o D'i:rupti!re M&an
1 1

Strategic alliances & partnarships

Innovation and corporate venturing instruments

|
perspectives ... !
|
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How companies are innovating is changed

Great innnovator understand the importance of exploration, ... and creates long-term shareholder value

... the average
innovator tends to
pursue no more than
1 or 2 types of
innovation ...

Network
Connections
with others to
create value

Configuration

Process
Signature or
superior methods
for doing your
work

Profit Network Structure Process juc
Model erfor

Profit Model
The way in which
you make money

Structure
Alignment
of your talent
and assets

Product
Performance
Distinguishing
features and
funtionality

TEN TYPES OF
INNOVATION

THE DISCIPLINE OF
BUILDING BREAKTHROUGHS

Product Channel Customer
System How your offerings Engagement
Complimentary are delivered to Distinctive
preducts and customers and interactions
services users you foster
oduct Service Channel Brand Customer
4y Engage-
ment

Experience
_

Service Brand

Support and Representation
enhancements of your offerings
that surround and business

your offerings
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How companies are innovating is changed

Great innnovator understand the importance of exploration, ... and creates long-term shareholder value

... you need to be
more disruptive to
existing business
models and need to
think about
combining innovation
strategies and types

... successful
innovators find ways
to

(>3) ...

GE revolutionised the aircraft engine field with

OnPoint, integrating maintenance, material and asset L Ty
management into an offer that guarantees engine Airrf'fggm%f"
uptime priced by the flight hour.

This required SEVEN TYPES OF INNOVATION:

Worldwide system of rapid
response and 24/7 service
teams guarantee uptime

Saves customers up to 15%
over traditional engine
ownership and service models

Engine trade-in programs, line
analytics allows GE to know maintenance, and technology
when an engine needs service upgrades are all bundled

| | |

Guaranteed pricing and
integrated financing by
predictable maintenance needs

Data monitoring and predictive

TEN TYPES OF
INNOVATION

THE DISCIPLINE OF
BUILDING BREAKTHROUGHS

Planes spend more time
flying and less in
unscheduled repairs

GE Aviation is a trusted
flight partner instead of ¢

. -
an engine manufacturer 1 )

TE— | o

Profit :
Model

OFFERING

Process Service Channel Brand

Customer
Engagement
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Valuation
Innovation journey

Digital DNA as enabler
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Digital DNA as an enabler for innovation and value creation

Disruptive digital technology will impacts every part of the company - from strategy to operations

... In the digital era,
businesses cannot
predict every new
technology in
advance, but need to
futureproof their
Technology
Operating Model
(TOM) to allow them
to

®0

Q000006

Social robotics

Quantum computing

Brain-computer interfaces °
Blockchain @
Machine Learning, Deep learning @
Advanced networks O
Edge computing

——— The Internet of Things
— Serverless computing, NoOps
Microservices, Containerization @

Cloud Computing @
B retcawen [l repedyappronchey [l rurther sy

Virtual Reality, Augmented Reality

Driverless vehicles and UAVs

Smart objects

Intelligent interfaces, Virtual Assistants

Digital currencies, Smart Contracts

3D printing, Additive manufacturing

Marketing automation

Data analytics

Digital experience




Digital DNA as an enabler for innovation and value creation

Disruptive digital technology will impacts every part of the company - from strategy to operations

... three big shifts =@
- Ways of working

- Resources

- Technology

Q.‘

describes how
enterprises need to
adapt to leverage the ® é@
potential of the

-
.
~

o ate

LARR S

technology ... > —<
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3 Big Shifts in ‘Ways of working’

1.

become the

new norm. Organizations learn

and adapt by experimenting and
fast deployment.

2.

The between
business and IT blur, business-
led IT increases, and tech
fluency is vital for all.

3.

The rise of innovation
with joint risk

taking, and value creation
among quickly engaging and
disengaging partners.

3 Big Shifts in ‘Resources’ 3 Big Shifts in ‘Technology’

4,

The transitions as

digital, data, Al, and robotics
create new jobs and cause automated
existing jobs to disappear.

5.

Organizations adopt the vision,

data and algorithms
required to build

6.

Innovation and experimentation
require and a
larger share of resources, with converge
fit-for-purpose funding
mechanisms.




Digital DNA as an enabler for innovation and value creation

Winners align their strategy to execute in an investor-driven, agile, and insight-driven way

There are four levels of Digital Maturity: Exploring, Doing, Becoming, and Being

... as only few
companies are
immune to the Capabilities Organization
- @ &% () sereture €
influence of Or
technology driven ing & Roles &
osystems Responsibilities

disruption, innovation,
or value creation ...

O_ _o Continuously Innovating
O_ _o Real Time & On-Demand

o- -o Ongoing Shifts in Decision Rights and Power

O =) Modulating Risk & Security Boundaries

O =) Fluidity

... companies need to
change the way in
which they configure
their operations to
execute on their
business & technology
Strategy ...

C L) Geography Agnostic
c O Morphing Team Structures

O _O Intentionally Collaborative

Being “digital’is expressed as digital traits and characteristics. They are present
in all areas of the organization: business models, operating models, customer
15 | Copyright © 2017 Deloitte Development LLC. Al rights reserved. interaction, organization structure, talent, technology, cyber-security, culture, etc.



Valuation Types of Innovation Digital DNA

Network Process Product Channel Customer
Connections Signature or System How your offerings Engagement
with others to superior methods Complimentary are delvered to Distinctive: hifts in ‘Ways of working Big Shifts in ‘Resoutces 3 Big Shifts in Technology
create value for doing your products and customers and interactions =
work ser users you foster ‘*k-
-2
; H e craatn now b and automated
appes
Profit Network [ structure | Process | Service | Channel Customer
Model b
@ data and asgorthens
Configuration T Experience
Profit Model Structure Product Service Brand
: The way in which Alignment Performance Support and Representation -
5
Builders Providers you make money of your talent Distinguishing enhancements of your offerings
and assets features and that surround and business
funtionality your offerings
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