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Five Innovations .....

a In a dynamic world, leveraging additional data will
allow us to understand demand, despite its volatility
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What has changed for Demand Forecasting

SUPPLY CHAIN DEMAND FORECASTING

Stable distribution networks
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social media Time series approach doesn’t work anymore

due to the high volatility and the high
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Understanding demand

Processing related data closer to the consumer
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Leveraging Downstream and Marketing Data

THE FOUR STAGES OF FORECASTING
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Why Demand Forecasting should be-automated
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Today’s Demand.:

impacted by high number of
marketing variables and indicators

managed as close as possible to the
end-customer

Must be calculated at high frequency

Scale + frequency

A

Automation to provide:

v' Timely a reliable mid/long-term
forecast for S&OP collaboration

v Robust short term forecast to
drive a responsive SC.
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Five Innovations .....

In a dynamic world, leveraging additional data will allow us to
understand demand, despite its volatility

The “long tail” will continue to get longer in most industries — but
again data will address the problem
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wayfalrcom Example of long taillin'e-commerce

a zillion things home

Wayfa’rf—.:wn- y  ALLHMODERN Hng Get 3% back with Wayfair Rewards! My Account ¥  Regisiry ~  Contact Us “ items
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What's making waves in January
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Also the control frequency increases-the long tail

(Wh at You See: \

1200

I

\ week 1 week 2 week 3 week 4 week 5 week 6

Weekly forecast by Product and Region (Thousand Island dressing, US North-west)
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What Your Supply Chain Sees:
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Daily Requirements by SKU and Warehouse (SKU 034512, Tacoma warehouse), colors are individual customer orders
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Line orders: example of data that should be used

Two “identical”
demand streams ...

. yield two different f,
forecasts of . I
uncertainty...
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. requiring twice the safety stock on the left to provide the same level
of service.
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Demand distribution
View: Order line Frequency + Decumulated +

Format: No format »
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Slow-Moving Item
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wayfalrcom Case study: e

a zillion things home

Program Growth vs Stock Out
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Increased Efficiency as their Business Grows Exponentially
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Andrew Page: A leading aftermarket distributor in the UK

S099+

« 2 tier network

« 13 hubs, 67+28 depots

« 384k items supplied, about 100k stocked.
« Dalily replenishment orders for 20m sku/l's
 calculated nightly

« S099+ automatically decides to stock,
 cluster or de-cluster

Results & Benefits

* Increased growth rate

* Increased profitability
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£120mn

£100mn

£E0mMn

£80mn

£40mn

£14mn

£12mn

£10mn

£4mn

£2mn

Turnover

Tumover for 2010:£111 501,000 S99+

2002 2004 2008 2008 2010

Profit
Profit for 2010: £12,152,000

2002 2004 2006 2008 2010
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Five Innovations .....

a In a dynamic world, leveraging additional data will allow us to
understand demand, despite its volatility

9 The “long tail” will continue to get longer in most industries — but
again data will address the problem

e New technologies, such as machine learning, will also enhance
forecasting and demand management
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Improved Forecasting from Demand Analytics

External variables modeling & market intelligence

Special Actions

New Product Introduction

| ’/ Media event effect

Trade Promotion

Demand Insight Increasing

Seasonality, calendar
Z and daily sale patterns

Daily baseline

Statistical forecast

+Z ToolsGroup
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Demand Planning — Modeling Marketing actions require new

technologies: “Machine Learning Technology”

Machine Learning and Big Data drive Demand Shaping

—

Web Traffic Customrer Promotions
& Profiling &
Sentiment &

Pricing
Web & Mobile Loyalty

Catalogue & :
New Product Advertising Media Event
Introduction Forecasting

Web, Mobile
& Flyers

Daily Demand Forecast and What-If Analysis
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Embeded Machine Learning Technelogy in SO99+

Historical Demand P N
and Causal Factors Machine Learning Baseline Definition

Engine

Promotion Variables
Media Events LAl
Web Traffic & PROSESS

Indicators

nsumer Attriut‘

NPI Variables

Demand
Trends& ___— MOdEIing

Sentiments

New
—> Product
Intro

Historical Demand

Profiles SEASON-

Market, Product, Demand ALITY
Dataset

C / Future Demand Projection
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DEMAND SHAPING “NEW NORMAL”

Results AND Performance

~ “TRADITIONAL” ’ ...BEYOND
SUPPLY CHAIN KPlIs NUMBERS...
7 N
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47
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Net ROI — m CONSISTENT BUSINESS
STEERING CYCLE
118 FG
m FLEXIBLITY AND
[OBSO'—ESCENCE J RESPONSIVENESS TO
BUSINESS OBJS SHIFTS
\_ Y.

2010 2011 201
O The Quest for Demand Management Excellence @ DANONE ITALY

Contact: alberto.boninsegni@danone.com 20
DANONE



Five Innovations .....

a In a dynamic world, leveraging additional data will allow us to
understand demand, despite its volatility

The “long tail” will continue to get longer in most industries — but
again data will address the problem

New technologies, such as machine learning, will also enhance
forecasting and demand management

Supply chains are becoming so dynamic that even tactical models
will become time-phased
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Time-Phased Supply Chain of bathing-suits

Alternative Sourcing

"*. Sourced from
Mexico

Sourced from China _ Product Reallocation within

the network
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Dynamic Distribution
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DNLINE NOW. IN STORES JUNE 11
Multi-Channel Increased demand in holiday Outlets
Metropolitan areas locations
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Supply chain evolves

Standard demand
(i.e. Winter)

Production and
Distribution are
tailored to serve local

g Winter season

factories

2 ToolsGroup

23 Company Confidential All Right Reserved



Supply chain evolves

gy

Exceptional demand
(i.e. Summer)

To satisfy seasonal
demand peak, the
Croatian market is also
served by Italy in the
period june-august, with
implications on lead-time
and replenishment policy

Summer seaso
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Five Innovations .....

a In a dynamic world, leveraging additional data will allow us to
understand demand, despite its volatility

The “long tail” will continue to get longer in most industries — but
again data will address the problem

New technologies, such as machine learning, will also enhance
forecasting and demand management

Supply chains are becoming so dynamic that even tactical models
will become time-phased

Supply Chain Planning and execution will converge, with many
benefits, including reduced latency
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Drive an Integrated End-to-End Demand Signal
and Replenishment Response across the Supply Chain

Processing a
— Stochastic Demand Signal
Across the Entire Network
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Costa Express

PREDIGTIVE
COMMERGE

ToolsGroup’s SO99+ software uses actual sales data
from Costa coffee stations to forecast demand,
optimize inventory and generate replenishment

proposals for Costa Express’ distribution operations.

COSTA

— EXPRESS

SHMENT -~~~ ' -

" REPLENI

REAL-TIME POS
DATA FEED
(TELEMETRY)

= >/ ToolsGroup
= AUTOMATICCONTINUOUS 3 %
gy & P FEEDBACK LOOP ) ¢

3x growth in
business without
adding headcount
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2
%
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Reduction in
logistics cost

Reduction in
field stock

w2
w2
=
2
[
5
=

3000 KIOSKS

E
Ry
O
(¥

Increased customer
loyalty through
improved service

HAPPY CUSTOMERS e
MILLIONS OF CUPS OF COFFEE PER YEAR

2 ToolsGroup

27 Company Confidential All Right Reserved



Case Study ; f""

p—
-

COSTA

=—EXPRESS

Costa Express

« 20% reduction in field inventory _ ‘
« 50% fewer delivery refusals >

« Centralized stock holding locations reduced from nine to one

« 30% reduction in annual logistics operating costs

Company Confidential All Right Reserved féZ TOOlSGi‘Ole


http://www.toolsgroup.com/en/multimedia/customer-videos/item/284-costa-express-interview.html#content
http://www.toolsgroup.com/en/multimedia/customer-videos/item/284-costa-express-interview.html#content
http://www.toolsgroup.com/en/multimedia/customer-videos/item/284-costa-express-interview.html#content
http://www.toolsgroup.com/en/multimedia/customer-videos/item/284-costa-express-interview.html#content

Dynamic Replenishment across the Operational Backbone

DEMAND MODELS

Supply Chain
Planning Optimization Building Management Planning Scheduling

Truck Load Warehouse Capacity Production

r:nx_.h“"‘- i

P
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ToolsGroup - Accelerating'V'BusineSS'Performance

 Market-driven demand analytics
and supply chain optimization

 Business-focused, technology-
enabled

 Armed with precise modeling for
- deep insight into demand

signals; inventory behaviors and
- supply:. chain.volatility

» Leverages datato improve
forecast-accuracy, mitigate
volatility-ardincrease supply
ehain certainty e

. Optlmlzed replenishment-
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The Convergence of Supply Chain Planning and Execution

Market-Driven Demand > Optimization > Process > Exceptions

MACHINE
o OOy 1 i

ENGINE

Single Model

@ @

MULTI-ECHELON

DEMAND
SENSING

PROMO, MEDIA,
NPI MODELING

REPLENISHMENT TRANSPORTATION

DEMAND TUNNELS TUNNELS

MODELING

INVENTORY

MULTI-ECHELON
OPTIMIZATION

i
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