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From

Products matter most.

Inernal efficiency leads o
success.

Product data is key.

Employees want to be
functional or product-
innovation stars.

Customers are demanding
and an annoyance.

All customers are created

equal.

To

Customer experiences
matter most.

Engaging customers leads to
success.

Customer dara s key,

Employees wan to be on
reams that win with
customers,

We value making a difference

n customer experience.
High-profit and high-potential

customers deserve a supeior

experience.
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Darlings| Dependables| Duds [Disasters| Total
Revenue 250] 250 | 250 | 250| 1,000
Netoperating | 113 63 13| 88| 100
profit after tax

Invested capitel| 750 750 | 750 | 750 3,000
Return on 15.1% 8.4% 1.7% | -11.7% 3.3%
invested capital

Capital cost 10%  10% | 10% | 10%| 10%
Economic profit| 38| -12 | -62| -163) -200
Intrinsic value | 3,000 1,600 | 125 | -2.725| 2,000
Shareowner  |2,250| 850 | 625 | -3,475| 1,000

wvalue creation
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1. Youth

2. Nexus

3. Builders and Borrowers—High

4. Builders and Borrowers—Low

5. Wealth Accumulators—High

6. Wealth Accumulators—Low
7. Wealth Preservers—High

8. Wealth Preservers—Low

less than 18 years old
18 t0 35 years old; single, or
married withour children

more loans than investments;
family-centrics building for the
future; average age 40

many more loans than invest-
ments; living for today fewer
children

westments than loans;
worried about retirement; look-
ing to clear debrs

similar to above, but fewer asscts
living off investments; looking
to maintain living standards and
maintain emergency funds
similar to above, but fewer asscts

more
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$

millions
Revenue 1,000
Costs 900
Net operating profit after tax | 100
Invested capital 500
Retum on invested capital 20%
Cost of capital 10%

Economic profit 50
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$

millions
Revenue 1,000
Costs 900
Net operating profit after tax 100

Invested capital

To pay market value

50% control premium

Retur on invested capital

Cost of capital

Economic profit

Market value

Shareowner value creation
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Darlngs | Dependatles | Duds | Disasters | Total
Revenue 250 250 250 250 |1.000
Net operating 13 63 13 -88 100
profit after tax
Invested capital| 125 125 125 125 500
Return on 90% 50% 10% =70%) 20%
invested capital
Capital cost 10% 10% 10% 10%) 10%|
Economic profit| 100 50 0 -100 50
Intrinsic value |3,000 1,600 125 [-2.725 |2,000
Shareowner 2.875 1,475 0 |-2.850 |1.500

value creation
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Darlings | Dependables | Duds [ Disasters | Total
Revenue 300| 270 | 250 50| 870
Net operating | 160 9 | 13 o| 263
profit after tax
Invested capitel|  850| 800 | 750 100 | 2,500
Return on 188%| 11.3% |17%| 0% |10.5%
invested capital
Capital cost 10%|  10% | 10%| 10% | 10%
Economic profit| 75 10 | 62| -10 13
Intrinsic value | 4,500| 2,010 | 125| 60 | 6,575
Shareowner 3,650 1,210 -625 ~160 | 4,075

value creation
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Active Traders

over $2 million invested with the firm
$500,000 to $2 million invested with the firm
$100,000 to $500,000 invested with the firm
less than $100,000 invested with the firm
unprofitable because of calling parcerns

trade more than 36 times per year
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Tracking product P&L Tracking customer P&L

Product development Customer needs assessment

Developing product strategy  Developing customer value
propositions
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From

Strategy driven by product
organization

Producrs and territories are
dominant in resource
alloca

n.

Function heads or product
business unic heads are
best compensated.

Incenives reward product
proficabilicy

CEO successor comes from
functional areas or

product business units.

To

Strategy driven by customer
segment CEOs

Customer segments arc
dominant in resource
allocation.

Best-performing customer
segment heads are best
compensated.

Incentives reward customer
proficability

CEO successor comes from
customer business units.





