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1. Context

The disruptive effect

of COVID-19 brings
challenges in the supply
chain of organisations, which

require appropriate action
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§ Global
challenges

Maintain business continuity throughout the crisis.

Optimise operational resources (personnel,
fixed assets, etc.).

Limit economic impacts.

Minimise impacts on the service level and ensure
product availability.

Increased supply from proximity suppliers to the
detriment of global supply models.

~, Effectsontrade
1lnA  with china

Reduction in the import of raw materials
for production

Fall in Chinese exports.

Reduction in exports

Fallinimports from China.

C Impact on the
Supply Chain

Reduction of the flow of containers with goods in ports,
causing a shortage of products.

American Association of Port Authorities expects a 20%
reduction in container receipt compared with Q1 2019,

Increase in costs and transport times, affecting service
levels.

Significant reduction in air transport and difficulty in
operating land transport.

i Impact on
consumption

Change in market conditions
Disruption of macroeconomic premises and the need
to define new market assumptions.

Bullwhip effect for mass consumption of certain
goods

Massive increase in demand of some products and
excessive storage requirements at the Point of Sale
(PoS).



1.Context

COVID-19 has impacted the Global
Supply Chain, affecting a large
number of companies and the
economy in several countries...

...causing industries to respond quickly to the current challenges
presented by the external and internal factors of the Supply Chain

J&L Negotiation & (fg] Development

Globally, more and more countries and industries are being affected
by the spread of COVID-18...

Retail

E-commerce has grown by 60%

The main consumer and delivery services
managed to point to exponential growth in some
articles.

DistribuTORS
In the availability of trucks and 15% of the carriers
are not in operation.

Care and Cleaning
Shortage of 19%. In main products such as Liquid
Soap, Chlorine, Masks and antibacterial gel.

in

Drinks and Consumption
Water has grown by 5-8%. Sales
in the 1st phase of the virus to
respond to consumer emergency
inventory.

Tecnology and Electronics
Companies like GE, Siemens,
Honeywell and 3M suffer from
shortages of semiconductors,
chips and auto parts.

Procurement

Increase in input prices and raw materials.

Dependence on suppliers unique in high
contagion regions.

Redefinition of contracts and penalties between
provider-client,

Input planning adjustments and quantity of lots
torequest.

Warehousing &
O—O

Distribution

Over-excess of manufacturing lines to be able to
respond in the short term.

Losses in perishable goods and high risk in waste
management.

Closing of lines and factories due to the
restrictions on the export of products.

Reduction in workforce and labour to maintain
profitability.

High demand

& Production

Over-excess of manufacturing lines to be able to
respond in the short term.

Losses in perishable goods and high risk in waste
management.
Closing of lines and factories due to the

restrictions on the export of products.

Reduction in workforce and labour to maintain
profitability.

Last mile &
Point of Sales

Service response complexity by increasing orders
by e-commerce.

Dynamic and atypical changes in the supply and
demand of products.

Redefining commercial strategies and service
development.

Temporary closure of stores and point of sale by
segmentation of demand.

Low demand



1.Context

The business strategy to be
followed in each country depends
on its position in the life cycle of

COVID-190

COVID-19 life cycle
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End of the Pandemic

The main impacts on the SC for each stage

1.

Stage for preparing dynamic changes in demand:

Cancellation of orders in the long-term and lead times
forimport.

Increase of 5% in emergency shopping in the
cleaning and processed food segment

Depending on the development of the virus, certain
countries are already affected in their macroeconomics.

3.

The critical point of response to the country’s situation
has been reached:

25% decrease in technology industries.

Shortage in personal care products in self-service and
e-commerce stores.

56% reduction of production lines for the automotive
and electrical industries.

2.

The Global Chain begins to stress and create bullwhip
effects:

Price increase of up to 36% in basic consumer and
hygiene products.

35% reduction in demand for fashion and luxury
products.

Inventory imbalance and increase in waste in
perishable products.

4.

China is beginning to redefine new economic recovery
strategies:

Industrial production will remain at a standstill,
waiting for actions to improve the economy.

Rebuilding of workforces in China to meet the needs
of other countries.

Depending on the global situation of the COVID-19
pandemic, 51.000 companies that have a supplierin
China will recover.



2. Short-term recommendations
for Covid-19

Implement actions to address Objectives Phase A Phase B, C,D

Maintain business continuity Stabilising the Communication strategy
h d . . h 1 h ° during the crisis. supply chain / information*
t e CI.ISIS ln t e Supp y C aln o . * Identify crisis demand «  Maintain communication flow
Optimise operational resources - with programme design
(personnel, fixed assets, etc...). *  Enable supply chain visibility
«  Guarantee the informationin

and reduce negative impacts et ey s

. . — *  Use collaboration tools
»  Financial projection and

operational adjustment plan

Minimise impacts on the service

level and ensure product

availability. +  Implement operational
| adjustments

G Establish SCemergency
centre *

+  Useexternal resources to
guarantee the operation

*  Use traceability tools to
ensure real-time vision

0 Guarantee “healthy”
working conditions*

»  Define sanitary norms so that
the operation works normally

«  Limitimpacts on productivity

*Stages that facilitate the stabilisation
of the SC.




2. Short-term recommendations for Covid 19

How to stabilise the supply
chain in times of “crisis”?

Successful approach

1 Identify 2 Enable 3 Define 4 Financial 5 Implement
" demand ® chain " inventory " projection and ® operational Beneﬁts
in crisis visibility strategies adjustment plan adjustments

Identify demand
in crisis

+ Define predictive
demand models with
historical data and
analytics

Enable chain
visibility

» |dentification of
current As-Is stock
levels and future
ones up to 3 months

Define inventory
strategies

Stock levels by CEDIS
* Bycategory
» Byclient

New price schemes

Financial projection
and adjustment plan

Creation and
simulation of
scenarios with the
help of analytics

Implement operational
adjustments

»  Communication plan
for new operational
changes

e Parameterisation

+ |dentify product * Supplier , Calculation of the in production and
: . *  Use of analytics for o
troughs or peaks with responsiveness T new P&L distribution plans
- storage distribution
predictive models »  Costanalysis d Necessary
adjustments to

production and
procurement plans

Improve prediction of demand in
times of crisis

Adapt supply chain management to
new demand

Limit economic impacts and focus on
priority products




2. Short-term recommendations for Covid 19

Stabilisation of the
supply chain can be done

in 2 weeks

A

Stabilisation
of the Supply
Chain

B G D

1. Identification of the demand "in crisis”
Collection of historical and demand data
Development of analytical demand models

2. Enabling SC Visibility

Compilation of inventory policies and lead times
Analysis of the current situation regarding demand
3. 03. Definition of inventory strategies
Strategy sessions

Analytical for stock optimisation

4. Financial projection and adjustments

5. Implementing Operational Adjustments

Establish SC emergency centres
Communication strategy/information

Guarantee “healthy” working conditions

Week

Days

w1l w2 W3
1 2 3 4 5 6 7 8 9 1011 12 13 14 15

* 3-month demand forecast and impacts

Defined strategies validation session

* Stockand Supply Model

Simulation of scenarios in the P&L

The settings to be made will be defined
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3. Medium-term recommendations
for further business disruption

In the medium term, companies
understood the need to implement the
Demand Driven Supply Chain (DDSC)
philosophy in order to be prepared for
upcoming demand disruptions

DDCS consists of two main concepts

360° integrated planning Applying the Demand Driven philosophy

Service segmentation per customer
Horizontal integration
End to end (from MP to customer
delivery) * Integration of the extended company” (key

Vertical integration D D S C suppliers and customers)

From the long term (budget) Monitoring of the demand (demand sensing)
to the short (daily)

Flexible infrastructure for an agile response

End-to-end visibility of the chain in real time
Simulations of results with regard

) Feedback from demand alarms and carrying out
to changes in demand

of the planning for an optimal response

M=
&

In the strategy layer of DDSC,
the Supply Chain must comply with
cach customer segment,

with an agile infrastructure

and integrate the wider company

Segmentation
of the Supply Chain

SCmodel building adapted
to each customer segment
through the integration of

sales, marketing, procurement,

manufacturing and logistics

Infrastructure
Design

Design a footprint that
allows an agile lead time
and fast reaction to the
demand

A suitable level of
automation in the logistics
footprint to speed up the time
to market

e Agile that complements high-
capacity lines

Integration of the wider
company

Ensure integration with
strategic suppliers, 3PLs
and key clients for a quick
reaction to demand and an
E2E visibility of the status
of the Supply Chain and the
orders




3. Medium-term recommendations
for further business disruption

The tactical layer of the DDSC
includes 360° planning, which
consists of 6 macro-processes
to react to the demand in

a coordinated way...

360° DDSC planning main
process model

Demand
Why does digitisation
enhance the model? Frequency

Yearly

e 360°integration: end to end
and top down Half-yearly
e What-if simulations of
different demand scenarios Quarterly
*  Optimised stock-to-service Monthly
e Machine learning algorithms "
to outline demand behaviour Wee y
before commercial events .
S Daily
and correlation with external

variables

e EZE collaboration for the

alignment of the WHOLE SC
in response to demand

e Analytical algorithms for

production scheduling

Raw material

w
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...because in the end it is the WHOLE
SC that should react in unison to the
demand so as to maximise the value

provided to the customer and the
company’s overall results

Production Subsidiaries Distribution Finance

Annual Budget

o , Strategic

StockPolicies Review < Tactical

Monthly S&OP Planning

. , Operational

Weekly E2E Operational Planning EBnnhg
Weekly Scheduling

Scheduling

Daily Scheduling



In the execution layer, the
evolution of demand and

the situation of the chain is
monitored to give an optimal
response to changes

360° DDSC execution

. | Demand
Sensing

Use of sales data (forecast,
short-term series, online pre-sales,
orders ..) and real-time event
data (weather, catastrophes, social
networks...).

Detection of changes in demand
and significant deviations from
the forecast.

Generation of a new demand
with causal variables by running
Machine Learning algorithms.

This can be applied to Execution
level or to Planning in short
horizons (Scheduling).

OO Supply
@ Control

Tower

Visibility in real time of all the
links in the chain in a centralised
way.

Identification of alarms in the
execution in the chain: delays
on customer delivery routes,
out-of-stocks in warehouses and
POS, stops in production, delays in
supplies...

Hub to share action plans
between different profiles

Response

Integration of the information of
Demand Sensing and/or Supply
Control Tower, to evaluate the
service and cost risks in the
Supply Chain.

Evaluation of scenarios based on
service and cost KPIs to respond
to the risks, by running advanced
algorithms to reprogramme the
chain according to the situation:

« Asinglelink
(re-Scheduling, dynamic online
routing...)

 ECE

Integration of the response
(rescheduling) in the planning.
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