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There are many reasons for corporate crises

Causes of corporate crises

Strategic
causes

Other

causes 28%

Operational
causes

Causes (possibly more than one simultaneously?)

Incorrect strategy/investment decisions _53%

Cost structure too high

Insufficient liquidity
Belated/inconsistent response

Value chain dependency

Management conflicts

Conflicts between workforce and management
Inadequate controlling

Crisis in business or industry sector
Economic crisis

Uncooperative attitude on the part of banks
Weak competitive position

Lack of skills management

Attitude of shareholders

Fiscal problems

139%

138%

134%

30
————20%
 Joo%
T 18%
1%
 116%
 115%

| 7

T 113%
5%

" 14%

Top 5

1) A.T. Kearney meta study of more than 1200 European enterprises in crisis.
In most cases there are several causes simultaneously (hence figures > 100%)
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Most frequently taken measures are to ensure liquidity and
to reduce costs

Top 15 measures taken in insolvency situation / severe crisis

Measures (weighted percentage)?

Freeing liquid capital 162%
Cooperation customer/supplier | |46%
Other Strategic Cost reduction | |42%
measures Measures Debt & equity capital measures ] 134%

Strategic alignment __33% Top 5
Staff reduction 25%

Communication enhancement 24%

Employing consultants 22%

Leveraging public subsidies 18%

Operational Strict control 14%

measures Shift in management 13%

New products / markets 12%
Consolidation / M&A 11%

Short-term sales push 10%
Process improvement 10%

1) A.T. Kearney meta study of more than 1200 European enterprises in crisis.
In most cases there are several causes simultaneously (hence figures > 100%) ATk 5
.T. Kearney



ATKEARNEY Linking company strategy to industry concentration

Traditional strategic frameworks were developed in the
80’s when concentration was low and there were few M&A.

Annual transaction value of all M&As worldwide

US$ 3,521 Billion US$ 22,498 Billion
(14% of Total Transaction (86% of Total Transaction
Value 1982-1996%) \ Value 1997-2008%)
N | A
- Y N

3,431

674
393

3 105 125 216 194 |@| 2 244 18 161 204 ’_‘ H

43 33 ] =] |_|

|'_|| ||_|||_|| T T ||_|||_|| T T T T

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Note: 1) Annual value of all global mergers & acquisitions worldwide, equal to and larger than US$100 million transaction value (all numbers in US$ Billion)
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Linking company strategy to industry concentration

Even the current economic crisis did not stop the global

concentration of industries.

Overview of industry concentration trends

Annual M&A value across industries
(in bn. USD)

Current
financial
crisis

Business Cycle
peak

Last financial
crisis

1,584

1,419

1,180

2000 2001 2002 2003 2004 2005 2006 2007 = 2008 2009

1) 2009 January-March actual data, April to December forecast 2009.
Source: A.T. Kearney analysis

Key trends

« Concentration activities in 2008
continued in all industries, with
different intensity depending on how
the industry was affected by the
crisis

* Altered concentration dynamics
have led to new rules which govern
the M&A landscape

« Rewarding for firms with strong
financial position throughout the
crisis as they can acquire targets at
“discount” prices

A.T. Kearney
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Linking company strategy to industry concentration

ATKEARNEY
Industry concentration has changed the global economy
and requires strategies how to compete against scale.

Global market capitalization at year-end 2006 by companies’ size cluster

Clusters of Market
Capitalization per

Company
100% = 100% =
19,680 Companies® US$ 62,250 Billiond
US$ = 10 Billion 6% A
US$ 3 - 10 Billion 10% AN
\
US$ 1.5 - 3 Billion 10% NN
3,000 largest
US$ 0.7-1.5 Billion 68% companies
> manage 84%
of the global
. economy
\
US$ <0.7 Billion N
W\ 16%
N \ /
A 7%

NN
AN 5%
5%

% of Total Market

% of Total Number of Companies

1) All publicly listed companies worldwide = $100 million market capitalization
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ATKEARNEY Linking company strategy to industry concentration

Each industry concentration process takes 25 years on
average to be completed.

Opening Balance
CR3 100%
90% Defence Electr.‘o Ore Mining‘
Cigarette
B0 L Distillers |- - oo

Aluminium Producers‘
|

The total 70%
market

share of 60%
three

Natural gas quuidi * Shipbuilding

Integrated oil & gas

Soft drinks @
® Truck & Trailer Mfrs.

largest 50% Consumer Electronics o Confectionary|
compa 45% Semiconductors . - Rlébber & Tire Mfrs.
) i 0 Steel Producer integrated IVErs. ~00
nies on 40% Food Retail & utomotive Mirs
the Railways Restaurants & Fast Food
30% Automotiv Drugs
global Divers. Che
market Airli Utilities
T o Prelecom |
10% Insurance Banks
0%.10 5 0 5 10 15 20 25 30

A typical industry concentration process is divided into four distinctive

phases where rules of competition change from phase to phase.

Source: A.T. Kearney book: Winning the merger endgame. o
A.T. Kearney, Andrej Vizjak, Prague, October 21, 2009, page 7



ATKEARNEY Linking company strategy to industry concentration

A.T. Kearney’'s Growth Cube supports clients to develop
winning strategies for the different phases of concentration

4. Leverage
Unique

Growth
Capabilities

" 2. :
1. Position 3. Review 6. Adapt
Your Scale \;B()eunrcgmsvrtkh Your Growth Your
Profile Profile Direction Organization

5. Apply the
Right
Growth
Paths

Companies have two basic strategic options:
Becoming a Global Industry Leader or a Niche Player

Source: A.T. Kearney book: Competing against scale: The growth cube for scale-based competition
A.T. Kearney 8



ATKEARNEY Understanding the growth cube

Typical strategies of top performing large companies in
concentrating industries.

Industry
Concentration Rate
(% CR3)
Economies of
100% A Scale/Acquisition
Power S
(]
=
- 0
Ecl:o/ermles_?f . ga
80% A Scaepocvglg;& -/ Leadership In .%g
54 Global Industry 5=
b= Sector 2
-0
Leadership %g S
60% 1 Alower In Global 22
> Industry Sector =
S (&)
Unigue 4 >
Product/Market Global Market g%
40% - Capabilities - Leadership/ =5
Dy International _gE
005 Product Niches g
Regional 8H= <
. Leadership and  [§=¥=
20% A International Ogg
Product Niches 5<
0% . . . >
Opening Phase Scale Phase Focus Phase Balance Phase

Source: A.T. Kearney analysis of 144 top performing large companies (x = 10 bn. USD market capitalization)
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Understanding the growth cube

Typical growth cube of successful smaller companies

1. Position

Your Scale
Profile

2. Bench-
mark Your
Growth
Profile

3. Review
Your
Growth
Direction

4. Leverage
Unique
Growth

Capabili-
ties

5. Apply
the Right
Growth
Paths

6. Adapt
Your
Organiza-
tion

Opening
v

Scale below US$ 1
billion in annual
sales

Scale

v

Increase scale up to
at least US$ 1 billion

in annual sales

Focus

v

Increase scale up to
at least US$ 1.5

billion in annual
sales

Balance

v

Increase scale up to
at least US$ 3 billion

in annual sales

Profit Grower

Top Performer
or Sales
Grower

Top Performer

Top Performer
or Profit Grower

Regional product
niches

Regional multi-
business niches and
international product

niches

Some regional
niches and
international product
niches

Pure international
product niches

Product and regional
focus

Organic growth

Product related
capabilities

Mega Mergers and
Acquisitions

Product- and market-
related capabilities

Acquisitions and
Cooperations

Product- and market-
related capabilities

Cooperations

Decentralized
product and
regional units

Centralized
functional units

Decentralized
product
units

Decentralized
product and
regional units

Source: A.T. Kearney analysis of 200 top performing smaller companies ( x < 3 bn. USD market capitalization)
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AFTKFEARNEY . Applying the growth cube

Suppported by our global M&A database we can provide a
detailled analysis of industry concentration.

Index Construction Roadmap

Calculations

Scale Profile of Industry Leaders

o Relative h

Size

9 Relative

Growth
| o s

Sales of industry top1 player
/

Sales of industry top10 player

A.T. Kearney’s

Concentration Index Weighted annual sales growth of

top3 industry players ./. Annual
industry sales growth

Sales of industry top3 players
/
Industry sales

% - annual change of number of
companies representing 80% of
industry sales

A

/
N R i
i M&A Dynamics )
i i
| 0
; e M&A ) % - annual growth of transaction
i Growth i H value within an industry
i 50% Bk
i e M&A ¥ No. of industry transactions
i i ' /
i Frequency ) No. of industry companies
[ i |

Source: A.T. Kearney ettt D il Dbl
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AFTKFEARNEY . Applying the growth cube

Suppported by our annual 10.500 company database
we can provide a detailled benchmarking of Growth Cube

Calculated for the period 2000 - 2008

Annual
| Scale (e.g. sales revenues) | CAGRs H Growth
| No. of M&A Transactions | R
| Transaction Value | VBTG Gt Bench-
) Market Cap on Sales markmg
Client vs. Scale Sales Growth
& Industry Market Cap on EBIT
Clusters EBIT Cube
Sales on Total Assets +Combi-
Total Assets -
nations

Return on Sales | Total Liabilities |

Return on Total Assets | Total Employees |

Sales per Employee

| |
| |
| |
| Dept to Equity |
| |
| |
| |

Total Equity

10 KPlIs for Position 14 KPIs for Growth

A.T.Kearney 12
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Our "sustainable restructuring” combines short-term
effects with long-term success

Approach
: Short- and 3 ‘\
qs)lé:nk Concept m;djﬁgﬁggm \\‘ \“
) Long-term ;
Immediate measures y measures J
Task force /" I:'
—— - /T
Restructuring checklists "Sustainable restructuring”
Liquidity —t : Strategy
n Main . -
Profitability focus Profitability
i Liquidit
Strategy Liquidity/ q y
o — T ey g
Where does your company stand ... ... and what needs to be done?

Source: A.T. Kearney
AT.Kearney 13
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Our Unique Value Proposition in the region

The right outcome, just for you!

*  We have the comittment — our broad network of local offices and staff
since more than 20 years.

*  We have the experience — senior local and international consultants
with executive industry background.

+  We have the results — locally successful clients are our reference.
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. CONTACT DETAILS:
A.T. Kearney Management Consulting SRL
b 39-41 Academiei Street, 6th floor,
010013, district 1, Bucharest
Romania

.
Y
l‘l

Michael Weiss, Vice President

+40 (21) 304 02 20 (Office)
+40 (21) 304 02 38 (Fax)
michael.weiss@atkearney.com



