[low]
!! il
]
@

IBM Performance Event 2011
Smarter Decisions. Better Results.




IBM Performance Event 2011 T === @
Smarter Decisions. Better Results. —_——= =0

Optimised Store / Branch Management
through Analytics:
Gain Visibility, Control and Prediction

Simon Ng
Senior I/T Specialist, Business Analytics ‘
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Customer expectations are higher than
ever before
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MORE

INSTRUMENTED
*Mobile phones
*Tablets

MORE INTELLIGENT
eInformed
*Opinionated
*Passionate

@ MORE INTERCONNECTED

* The opinions of friends

and family ps
* Customer reviews ."
* Expert opinions
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The business requirements for retalil
success have changed

DELIVER A SMARTER SHOPPING
EXPERIENCE

*Enable customers to shop however,
whenever and wherever they want
*Match inventory and brand
experience online, in stores and via

BUILD SMARTER
OPERATIONS

*Update systems to
better handle customer
demands

*[mprove management
across channels of labor,
assets and business
processes

o

mobile devices

DEVELOP SMARTER
MERCHANDISING AND
SUPPLY CHAINS

e Gather customer
information continuously

at every touch point '-

e Manage and deliver N A,
assortments based on Wy, " a
customer insights ﬂ . g

R
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What IBM Offers

 http://www.ibm.com/software/analytics/retail/
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Compliments ©

Business Analytics
in Retail
FOR IES
froven Strategies for Leam to:
Turning Information e

* Use predictive analytics for
better response

into Higher
Business Performance * Improve consumer shopping

experiences

by Roland Mosimann, Patrick Mosimann, Meg Dussault
and Patricia Vekich Waldron

Jennifer LeClaire
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IBM Business Analytics software drives
better business outcomes

How are
we doing?

Deliver immediate insights into
business performance

* View at-a-glance results of flash
sales

* Rank stores by region

* Compare labor expenses to
budget

* |dentify profitable customers

Why?
What is likely?

Enable deeper analysis of trends and
patterns

* Perform merchandise analysis

* Compare and predict channel
performance

* Optimize store level assortments

* Model future market segments

* Improve campaign outcome with
better targeting

What should
we be doing?

Provide the foresight needed to
plan and allocate resources

e Optimize merchandise
profitability

* Improve financial and
operational planning accurac
and agility ‘/"'

* Simulate effects of d@isi!n#d +
events

* Optimize store Iayoutﬂ

* Improve promotional
effectiveness \
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Consolidate customer and sales insights generated "_{--_.
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through multiple touch points to create a complete picture

Capture

Capture structured and
unstructured data

Surveys, focus
groups

POS Loyalty program
data

Credit card

Web browsing Complaints

Contact center

Social
media

Analyze data and predict future
results by

*Extracting trends
*Exposing patterns

*Discovering relationships

Use your analysis to drive
improvements to

*Assortment
*Advertising campaigns
*Product promotions
*Pricing

*Public relations

Store layout

Staff training

*Supply chain

*And more
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IBM Retail Solution

Retail Sales Plays

Market Basket
Analysis ®

-

Promotions Planning ]—

Smarter Shopping Smaﬁ;;!;rﬂm'gﬁ;na i

Assortment Planning B Store Operations P&L
i : e ] FFiI‘IEI‘tL’:iEIFEFfum“IEHEE-\
Supply Chain Visibility Management
I Financial Merchandise ‘ i ]
Planning Store Development
" Product Profitability | ___  Predictive ||
Management L Maintenance ®

f

I
I Promotions Planning e
|

B Includes SPSS
Frimary business area impact.
---------------- Secondary business area impact.
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Retall Market Basket Analysis (MBA)

Ty

* Better understand product sales ~ BETER % N oY ey
patterns and customer A ¥
preferences, increase marketing
effectiveness and improve

opportunities.

— Increase . with
greater revenue per
customer visit.

— |Increase return on

[
!!:n:ll
g
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* Product promotions, in-
store offers, targeted
offers to web shoppers
and loyalty card holders.

— Increase product sales and
margins through
differentiated product offers.
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Retail Market Basket Analysis (MBA)

Promotional Display
Buy X get Z for only $1.49!

Market basket insights
e If Athen B

e If Cthen D

e If Eand F then G

e |f H, then H then |

Transactions from
all customers

Special Offer — This Week Only
10% off on any of these
combinations: A + B...G + H....

Transactions from this
customer

statement %S 1 Gillette razors « Cardholder since YYYYMM
atemen .
) * Average transaction value
- M % L'Oreal shampoo
insert ‘ 6% . P « Monthly transaction value
. . V% $ . House brand shampoo * Categories purchased
* Brands purchased
. . M % S . House brand hair color
M % S . Colgate toothpaste Descriptive
. . . * Age
V% S . Nivea skin care ‘ « Gender
V% S 7 Men’s fragrance . Ffamily situation
* Zip code
Statement M % S 8 Woman’s fragrance
insert V% S 9 House brand sun care Interactl9ns _
* Web registration
M % S 10 Optician * Web visits
o ) * Customer service contacts '-
%S 11 Feminine hygiene « Channel preference .‘,
Y % $ . Online photo service ‘
V% S . Family planning Attitudes
) « Satisfaction scores
M % S . Pampers diapers « Shopper type
Y % $ . House brand diapers * Eco score
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IBM Retail Solution

Retail Sales Plays

Market Basket
Analysis ®

-

Promotions Planning ]—

Smarter Shopping Smaﬁ;;!;rﬂm'gﬁ;na i

Assortment Planning B Store Operations P&L
i : e ] FFiI‘IEI‘tL’:iEIFEFfum“IEHEE-\
Supply Chain Visibility Management
I Financial Merchandise ‘ i ]
Planning Store Development
" Product Profitability | ___  Predictive ||
Management L Maintenance ®

f

I
I Promotions Planning e
|

B Includes SPSS
Frimary business area impact.
---------------- Secondary business area impact.
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Retailers need to offer differentiated merchandise, while being profitable, flexible
and efficient in an environment of accelerating market shifts

Store

i|_J L}TI‘\“ |

Distributors

| Warehouses
-

_ ; &, "'fff{- Carriers/
| * Customs

Customers Web Store 2

Retailer Banks
Develop smarter \

.« . Busi Chall

merchandising and supply usiness Thallenges
Chains. Fractured planning processes make us less
.- 47%
efficient

Out of stocks remain a persistent problem 46%:

The uncertain economy drives us to under-buy

segment blurring (new competition from
unexpected places)

26%

Our stores are & “sea of sameness.” We miss the
mark in satisfying our customers

24%

We're stuck in our product selection: some

retailers outprice us, others out-style us 20%

|




| g ||
IRIH
ily
ln
|
L
#
i
@-
N

IBM Performance Event 2011
Smarter Decisions. Better Results.

Understand merchandise performance

Sales by Category Sales by Geography Fast vs. Slow Moving Sales

Measure store sales by SKU 2 gy T, R L

B Audio Visual ] B Slow Maving
B Housenold =
Identifv f t D Oy i
en I Orecas aCCU racy Eﬂutdmr Entertain. O smndinavia
Presents
Understand performance against plan
View trending over time
Monitor KPIs
2009 YTD Comp - Cluster Sales by Category 2009 YTD Comp - ic Sales by Ci Y
Month - 9 Month - 9
120,000,000.00| Category Category
I Audio Visual H Audio Visual
LT B Hemnnnis i
. 80,000,000.00 % % 9 g g % ‘S’E(i??;’iﬁm % ?'\EI:EKE:EEIWEM
Sel Dashboard Context: ""“““ Select a Chart K]
TY ws. LY - 3 Month Sales - Actual vs. Forecast
Please select a GED Please select a Month NA, Month - & {3 Traling 12 Months
Shew Fiker Prampt Show Fier Prompr ; B ietnl Sl tast 3 Comp
Phease select a Category 7,000,00000] * Frencgll S
Show Fer Promgpt 5,000,000 3 YTD LY ¥TD
cluster-1 AP S@ndinavia
| Alerts BaEEE| %,000,000.00| —
News Headlines & “.boo,000.001
Gl NEWY: Comp Sales are down YTD in N, America, 2,000,001
G MEW: Out of Stocks Alert for the Visual Sub 2.000,000.00)
E{.dt\.gury' 1,000,000.00 Mercha nt Dashboa rd
Recurrng: Discounts are too aoaressive for the ool
Audio Visual Category.
P Measure performance,
Report Catalogue understand sales vs plan
Mame # o
B o sus Chat  Actuals vs. Forecast over Time: dEIE across all geos
W WMV e Sales - N:h.lals vs. Forecast - Sales - N:h.lals vs. Forecast - Sales - Muals vs Forecast - Prior

&P Top 10 Stores & Products

sales Mes by Category & Geo
G Sk achy Cusoany
| Self Service FeE-o] nmmnmmw mmmmmw
Analysis mw 000,000.00
Namc ¥
gk Flash Sales
3 produa - Ad oc Query W smenoo ) ) ) Understand Trends Over

Time

¥To ¥ YT

~a
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Understan

Sales and margin by
product, category, store
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d merchandise performance

Please sefecta  Please select a
GEO Month

Show Fiter Prompt Show Fiter Prompt

Please select a Category
Show Fiter Prompt

A=

m]

Slow/Fast

Mover

Comp %

Top 10 Products, Month - 9

Predicted
Sales
Likelihood

Slow/ Fast

Gross Gross Predicted
Margin Margin Sales
% Likelihood

Mover

News Headlines 9140217 Slow Moving 5,047,470 4,593,277 LA : 9140217 Slow Moving 1,918,052 38.00% 0.99
R k NEW: Comp Sales are down YTD in 9130217 Slow Moving 1,892,587 1,903,591 (A 0.55 9140214 Slow Moving 847,925 53.00% 0.98
an |ngS m 9140214 Slow Moving 1,599,938 1,597,215 BMIEFLA 0.98 9130217 Slw Moving 738,077 39.00% 0.55
%) NEW: Out of Stacks Alert for the 9120209 Slow Moving 1,134,716 1,009,392 IEERFLS 0.53 9130216 Slow Moving 492,833 58.01% 0.95
D d H I H Visual Sub Category!
- 9 g
eep Ve ana yS|S 5 Recurring: Discaunts are oo 9110219 Slow Moving 932,129 948,102 [NERELD)) 042 9110220 Slow Moving 483,280 55.00% 037
aggressive for the Audio Visual 9130201 Slow Moving 930,619 895,363 IEERELT 9110218 Slow Moving 440,559 51.00% 0.49
Performance by Category. 9120201 Slow Moving 923,231 882,623 ERGILL 9120209 Slow Moving 385,824 34.00% 0.53
9140213 Slow Moving 904,241 1,022,234 [ERIGZEA) 9140212 Slow Moving 385,534 52.00% 0.79
aﬂﬂbLﬂe(S) 714 —[0]| 9110220 Slow Moving 878,731 908,866 ENIE] 9140213 Slow Moving 370,765 41.00% 0.41
Report Catalogue 9110218 Shw Movinn AR R17  R2A 357 BIECELA 917020 Slw Mavinn 360 2640 (0% N3
| Name ¢ 217
3
, mwe Time Sales - Actuals vs. Forecast - MTD orecast - YTD Sales - Actuals vs. Forecast - Prior
sales Gauges - Reative Time
[8lb  Sales Chart by Version
[l Top 10 Stores & Products
[@lF  Sales Mix by Category & Geo SHLEOEN
Gk Sales by Geo & Cluster 20,000,000-60,000,000.00
nonnnnnce - 000,000.00
DEHB ([ Xoad|p-B-|7T-Z-E-4-EE-B L0008
‘ Rows: Columns: Context filter; ~ 00:000.00
[{&l5A - Assortment Planning ¢ Store(All) |~ ¢ Time(Al) = >
[ata view Actual Sales 2008 2009 Time(All) ‘
[CJBusiness View _—
4 (o Dimensonal View AP 77,188,711.01 76,951,190.63 154,139,901.64
g?;e EMEA 88,667,946.79 88,778,109.41 177,446,056.20 Ranki fT Product
re
& Store LA 36,576,445.57 36,757,347.74 73,333,793.31 anking ot 1op Froducts
= Cluster NA 77,403,815.74 78,874,120.64 156,277,936.38
= [Product
= product Scandinavia 45,274,230.32 45,514,630.25 90,788,860.57
=% Product Slow Fast Store(All) 325,111,149.44 326,875,398.68 651,986,548.11

= B Measures
[l Predicted Sales
[ Forecast Sales
[z Actual Sales
[L, Uit Cost
[Lrre
[L5ale Price
[ Gross Margin
[ Gross Margin %

Ad hoc Query
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Apply predictive and advanced analytics to generate
optimized assortment plan by store for specific time period
Determine likelihood of individual
item selling on a store by store ~
b a S| S :;:uatjr;;f[sgl;::::ed ;N!::frchasél urwchased]:Gains

@ nnnnn ions:

. . . Pl
e Take into consideration store / cluster |
attributes

«  Use multiple modelling techniques to predict =]
whether a store should stock individual
SKUs such as: CHAID, C5 and Neural
Networks

*  Use multiple methods of scoring predictions of
from modelling techniques for best
prediction

Minimize Lost Sales
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Review Predictions and Execute Plans

* Review SKU-Level Predictions against plan,
history

« Model alternatives
. Finalize Plans
. Execute

F- BE G- B -@Esm - B @~
@Top Down Target Input [FFinandial Plan [fMerchant Plan Input Pure Basic @SeasonalityuI Profiles FfMerchant Plan Input Seasonal Basic [ElMerchant Plan Input Waves

Strategic Stock Plan Product Attributes Enssumptions

Rows: Columns: Context:
; Financial Plan | ;' Top Down Target Input |, : Top Down Target || [ Total Company |,
% [Financizl Plzn] % [Top Down Target Input] N [Wersions] S [Divisions]
'C] 2007 Actual 2008 Actusl = 2008 Actual Comp = 2009Plan | 2009 Comp | 2010Plan 2010 Comp
Prior Year «}8,697,450 62,564,615 5.6% 86,954,815 39.0% 113,054,259 30.0%
Units 424,257.0  460,048.0 8.94% 610,216.9 32.6% 670,280.1 9.8%
Average Sales Price per Unit [ Prior Year 416.28 409.32 -1.7% 348.25 -14.9% 349.00 2%
Returns Tuwo Year Average 2,998,640 3,190,509 6.4% 3,755,134 17.7% 4,546,713 21.1%
Y 15.3% 15.3% - 1% 15.0% -1.9% 15.0% 0%
Returns % Override Prior Year 0% 0% .0% 6.0% .0% 7.7% 28.3%
’ Promotions Prior Year 5,289,611 5,630,815 6.5% 10,820,413 92.2% 11,657,710 7.7%
MOdeI Scenarlos' keep Promotions % Prior Year 27.0% 27.0% -1% 12.94% -53.9% 10.3% -17.1%
m uItipIe versions of Promotion A Prior Year 2,349,154 2,502,585 6.5% 3,755,134 50.1% 3,885,903 3.5%
plans Promotion A % Prior Year 12.0% 12.0% -.1% 15.0% 25.0% 15.0% 0%
Promotion A % Override Prior Year 0% 0% 0% 6.0% 0% 0% -100.0%
Promotion B Prior Year 2,540,457 3,128,231 5.4% 7,065,275 125.9% 7,771,807 10.0%
Promotion B % Prior Year 15.0% 15.0%0 -.2% 30.0% 100.0%: 30.0% 0%
Promotion B % Override Prior Year 0% 0% 0% 0% 0% 0% 0%
Markdowns Prior Year 5,282,771 5,630,815 5.6% 7,471,236 32.7% 6,994,626 -6.4%
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IBM Retail Solution

Retail Sales Plays

Market Basket
Analysis ®

-

Promotions Planning ]—

Smarter Shopping Smaﬁ;;!;rﬂm'gﬁ;na i

Assortment Planning B Store Operations P&L
i : e ] FFiI‘IEI‘tL’:iEIFEFfum“IEHEE-\
Supply Chain Visibility Management
I Financial Merchandise ‘ i ]
Planning Store Development
" Product Profitability | ___  Predictive ||
Management L Maintenance ®

f

I
I Promotions Planning e
|

B Includes SPSS
Frimary business area impact.
---------------- Secondary business area impact.
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Retail analytics solutions for smarter operations
Superior analytics capabilities, best practices and models to accelerate time to value

Store operations

This solution helps integrate planning for stores,
regions, divisions and the overall company to help
you optimize operations

* Link scorecards and reports to measure KPIs and

s vt ST
analyze performance S St
M L LS o mmﬂm
» Create driver-based, profile-driven profit and loss =i - B~y -

¥
1

vill fol nfi|:
[ ]

i
i

(P&L) reports for stores that include:

]

@ B

- Revenue

- Gross margin

I

|
o fll| e il

- Exempt and nonexempt
headcount position-level

e b

[
0

- Controllable expenses, such as
supplies, utilities, and repair and
maintenance initiatives
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Retail analytics solutions for smarter operations
Superior analytics capabilities, best practices and models to accelerate time to value

Store development

This solution helps you define and monitor projects with
financial plans to help you manage store development
initiatives

* Define, apply and manage attributes, drivers and
assumptions

e Compare plans (revenue, expense) to determine
initiative ROI

* Model and measure store, facility and initiative
profitability, performance and contribution against
goals

* Apply initiatives to regions, stores or groups of stores

* Manage resources by assigning them to projects

* Allocate expenses and capital expenditure to projects
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IBM has the systems, people and processes to help you get there

W

" IBM Retail Industry Framework

One of the richest and most integrated and
comprehensive frameworks in the industry

©

IBM systems and services
Specifically designed to
support industry-based
solutions through ...

@

IBM Business Analytics and
Optimization Services
Transforming your business
processes by integrating a
single view across the
enterprise with a unified ...

©

Information infrastructure
Helping to ensure
high-performing and
cost-effective information
availability, retention and '-

compliance \ N "

&
L
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