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Simon -Kucher & Partners at a glance

Best consultancy in marketing and sales

manager magazin brand eins Thema
Marketing and sales Marketing and pricing Sales and CRM
1 Simon -Kucher Simon -Kucher Simon -Kucher
& Partners & Partners & Partners
Bosion Copsuiing McKinsey & Company McKinsey & Company
Group
McKinsey & Boston Consulting Boston Consulting
Company Group Group
Source: manager magazin survey of top managers in Source: brand eins Thema/Statista survey of approx. 1,500 partners and project leaders from consulting firms
Germany, August 2007 and 2011/IMB and approx. 1,500 C Jevel managers from German companies, May 2014, 2015 and 2016
Global presence
33 offices worldwide, 1,000 employees, 0240m revenue in 2016
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World leader in pricing

World leader in giving

advice to companies on how

to price their products
BusinessWeek

Pricing strategy
specialists

The Wall Street Journal
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The worl dds ' gadi
pricing consultancy

The Economist

In pricing you offer
something nobody else does

Professor Peter Drucker

> 3,000 projects in the last 3 years

Strategy Marketing

TopLine
Power®

Sales Pricing

A Growth and competitive
strategies

A Product portfolio
(re-)design

A Pricing excellence

A Customer relationship and
customer value management

A Sales strategies and sales
channel optimization
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Thereds not much 1 n the worl d sweys:ha@\geotubints

Price strategy and pricing for models like Cayenne/

7 Cayman/Panamera
DHL Worldwide price 4/product optimization (across divisions)
Nokia Pricing for Virtual Reality

Brown -Foreman Pricing strategy for Jack Daniels and other brands

Bayer Launch of Levitra (competitive product to Pfizer's Viagra)
—
“ secret.de Pricing and product strategy for "casual dating"
T o -
|7 EIAES|  Linkedin Monetization of premium services
I'ﬂ@.ﬁ.
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Why Pricing matters

Importance of the CEO

The Best and the Rest

The root evils in Pricing

What the CEO should do
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Price Is the most effective driver

0 and destructor o
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Firm Value and prOflt Strategy & Marketing Consultants

Firm Value = f(Profit)

Revenue

Only price, volume and costs have an influence on profit!
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Value destruction through bad pricing A e e

Praktiker (DlY) "20% discount on everything" Strategy & Marketing Consultants
i’ Aggressive price strategy Slogan aired for ﬁ
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Source: www.onvista.de
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Value\creatlon through high pricing R R R SR
Hermes International Outperforms JB EF Luxury Brands Strategy & Marketing Consultants

Hermes bets on higher prices while others even cut their prices.*

)

Hermes
400 Euro
350 Euro
300 Euro
JBEF Luxury 250 Euro
Brands - EUR
200 Euro
2015 2016 2017

*The Wall Street Journal, Macrh 25, 2015; Frankfurter Allgemeine Zeitung, March 26, 2015
Source: www.onvista.de
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Value destruction through high pricing R R R SR
J.C. Penney: How the CEO (ex -Apple) ruined the company Strategy & Marketing Consultants

|
> End of promotions

and special offers
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Announcement:
Ron Johnson 4
appointed CEO
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D Ron Johnson
BECOMES ceo

Source: www.onvista.de
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What is the ultimate CEO responsibility?

Increasing the Value of the Firm
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The yard -stick: PflClng Power Strategy & Marketing Consultants

"The single most important
business decision in
evaluating a business Is
pricing power."

Warren Buffet

Quellnterview mit Warren Buffett vor der Financial Crisis Inquiry Commission (FCIC) am 26. Mai 2010
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Share of companies with
high Pricing Power

without CEO -Engagement _ 269

Source: Simon -Kucher Global Pricing Studies 2012 and 2014
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Successful price Increases Strategy & Marketing Consultants

Share of successful
price increases

without CEO -Engagement _37%

Source: Simon-Kucher Global Pricing Studies 2012 and 2014
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EBITDA -l mprovements Strategy & Marketing Consultants

EBITDA -Improvements after
successful price increase

without CEO -Engagement _ 37%

Source: Simon-Kucher Global Pricing Studies 2012 and 2014
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GPS 2016: |ncreaSing price pressure on a gIObaI scale Strategy & Marketing Consultants
Why?*
Stronger
competition from 60%
: ! % low-price suppliers
. : Increasing
rep_ort 2 negotiation power - 37%

price pressure! among customers

Greater price 34%

transparency

*Multiple responses possible
Source: Global Pricing Study 2016 (n = 2,186)
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Evel’y second company IS engaged IN a price war Strategy & Marketing Consultants

Who started the price war?

100% a
6% We did & on purpose
8% We did & accidentally
I 9 O/ -
60%

are currently engaged

In a price war! '
P 40% 86% Competitors

20%

0%

Source: Global Pricing Study 2016 (n = 2,186)
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Innovation does not help either!

2%

of all new products
miss their profit targets
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The outcome?

Four out of ten companies fail to improve their margins

9%

did not improve margin
percentages last year!

*Multiple responses possible
Source: Global Pricing Study 2016 (n = 2,186)
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Why?*

Variable cost inflation
O 32%
offset price increases

No price increases 20%

Shift to lower margin

0
sales (mix effect) 19%

20



The Best in pricing substantially outperform the Rest

The "Best"

EBITDA margin
of last 3 years

Rest 12,8%

EBITDA
G .,,\"j (-\,
LA, :
D f)'f >/ Average price
D~ implementation

rate

Share of new
products fulfilling
their margin goals 27%

New products

1) The "Best" classification comprises 10% of all companies participating in the study
Source: Global Pricing Study 2014
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é 25% higher
EBITDA margin

é 41% higher pricing
power

€ 45% higher share of
successful new
product launches
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The root evils in Pricing
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