. SPRING
' SUMMIT 2019

4

How RGM Choreographs the “Response” to
Channel and Customer Dynamics

Gurkan Munsuz
BIMBO.

‘BakeriesUS/E%

Promotion Optimization Institute ¢ Spring Summit 2019 e Chicago, IL



@ L Perfect Promotion
' Perfect Store
Perfect CX

ST ATIEADL RN IITUNE £ 2 i) TRggy and Bimbo Bukeries
N
b——_ .:

2 Explain RGM evolution and approach at Bimbo Bakeries
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It kind of feels a little like this!!!
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Low growth rates in Smaller, agile players Hyper competitive Economic
mature categories / taking market share retail landscape Dichotomy
markets from bigger players
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Source: IRl | Growth Leaders: How CPG Companies are winning today
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Ieadmg to more and
more base units being
subsidized

2016 2017 2018

2014 2015 2016 2017 2018 2014 2015

Source: BBU RGM | IRI Syndicated Data, MULO
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® cure by pack and retailer

Build guardrails for future
promotional events
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“The illiterate of the 21st century will
not be those who cannot read and
write, but those who cannot learn,
unlearn, and relearn” Atsin. Toffler
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Accuracy
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Features Slump Optimized Decision Tree -10.3%
Default Decision Tree Package -14.8%

Top Al/Machine
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An example of a “good” model fit
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Post Promational Event Library

Build Institutional

Knowledge Experiment/ Plan Activate

Forecast
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Approx. $400K of
spend yielding a
positive ROI

Cumulative
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= Perfect Store

Review for
opportunities in
middle $200K

—

Approx. $200K of
spend yielding a
negative ROI

Graph View
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Promotion ROI (%)

o (F atil feh €88 past

orormortior
T —
analyses

Identifies potential
opportunities and
optimal scenarios for
future promotions
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BBU / Retail Profit Distribution
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executive to quickly
understand the division of
the profit pool across a
range of retailer margins
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Customer Margin Dollar Curve

Total Profit Pool ===Mfr Pool ===Rtlr Pool
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promotlons

Depending on lift and
elasticity, deeper price
promotions are likely
to yield diminishing
incremental profit pool
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: : Promo Type Price | |
I Promo I I I
I | soso | 1 |
I I Full Revenue  $4.99 : :
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: Execution of : Approximation of I What' s AOP geared I
I intermediate model I promotional schedule | towards? Value, volume |
I should be relatively ! allows for tractable : or VCM$, VCM%? :
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\ \ / /

~ ’ /
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Evaluate pricing landscape

across channels - develop

1. Develop and deploy
consumer driven price-
pack-channel architecture

2. Analyze shopper price
sensitivity and price
perception

3. New playbooks for new
channels (e.g. E-comm)

Sharpen promotional
execution to increase value
for manufacturers and
retailers

1. Align activity with critical
weeks for the category
and retailers as well as
priority customer events

2. Understand category
capacity to absorb
promotions and impact of
number of promotions on
overall lift

an be complicated.
Create a transparency based
approach - internally &
externally

o}

1. Focus on creating
transparency around
financial impact of each
RGM lever

2. Don’tbe too focused on
deal by deal vs. creating
mutually beneficial annual
plan
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1 managed. DBENRENEY ?.ryrlw .Jr’ thelifeblood

I of RGM :
Focu;‘ﬁn cregly

2

ever ne, everywt
I drlv decision making

3 Tw the long view - ROI of a single promotion
"c’%n be negative IF it leads to a more positive
| ROI in the medium term —i.e. penetration

#
o

4 Be customer focused —Don’ t put too much
| emphasis on just tool and analytics but rather

execution and retailer engagement

5 Data is important. So is Human Judgement. Let
| pragmatism prevail.
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FOR MORE INFORMATION

Gurkan Munsuz
gurkan.munsuz@grupobimbo.com
269.348.2477




