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. Future Business design for automation companies were the core of the study

Scope of the Study Remarks

The focus of the study is placed on the industrial
automation sector (e.g. building automation and
other adjacent automation sectors is only to
covered to some extent)

— Discrete Automation
— Process Automation

Interviews conducted reflect the interaction
(channel structure) among players in the
automation field, e.qg.:

— Final customers: End users, OEM, ...

— Channel intermediaries (e.g. System
Integration, EPC, Other)

Customer priorities are considered as main
drivers of strategic challenges / opportunities for
automation companies

(Oliver Wyman outside-in-approach)

_



The objective of the study was to identify strategic challenges and winning
business designs for automation companies

Strategic challenges for automation players Key questions of the study
What are future profit zones /
growth areas in the automation

T L industry?
Structural changes Communication Consolidation
(consolidation, Standards New growth regions Which business designs are
globalization) Convergence Redistribution of suited to capture these growth
In- / Outsourcing Software added value areas?
Safety

What does that mean for the
respective players in the
automation sector?

_ _ ’ _ What strategic and operational
Business Design Innovation changes have to be initiated?

y

»

Value

Current

business Future

design business
design
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. The automation market had a volume of appr. € 128,2 bn in 2005. Process

industries represent over 70% of the total market

Manufacturing Execution

System (MES) 100%
(1.1%)
External
services (22.8%)
80%

Internal
services (28.4%)

Standard software (3.0%)
Communication buses (3.8%)
Controls (9.7%)

Human Machine Interface
(HMI) (7.1%)

Actuators (10.9%)

Scales (1.1%)

Process analysis machinery
(2.2%)

Sensors / instruments
(9.9%)

Source: ARC, INTECHNO, Oliver Wyman Analysis

Oliver Wyman Automation Study 2010

Development of the automation market (2005; in bn €)
Total volume: 128.2 bn Euro (externally accessible: 91 bn €)
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Growth driven primarily by capital investments in the respective end user
industries. Above average growth in process industries to be anticipated

Market Development Industrial Automation Comments
By End-User industry, in bn €, 2005-2010

150.6 CAGR 3.3% Process industry with above growth rates (%),
due to:
1280 Others 2 204 — Growth of the underlying end user segments
' _ — Regional growth impulses (green field or
Electronics / .
Semicondutor  3.2% replacement investments)
General 2.3% — Productivity gains through automation

Machinery
Automotive 2.4%

(e.g. pharma)

Factory Automation in general with lower growth

Environment 3.6% rates, due to:
¢ Energy 3.1% — Already higher automation level
Food&Beverage  3.7% — Lower growth rates auf end user segments
Petrochem 4.0% Differences across product types (sensor, drives
. Pharma 3.9% versus controls/PLC) can be observed driven by
e.g.:
Chemicals 3.7% — Substitution / Migration
— Technological development (convergence)
Metals 4.2% — New Standards

— Oil& Gas 4.6% — ...

2005 2010

Source: Market Studies, Analyst Reports, ARC, INTECHNO, Oliver Wyman Analysis
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Growth impulses from regional shifts (Asia) to be expected: Biggest absolute
growth in established markets (NAFTA, Western Europe)

Volume in bn €

56.3
493 Growth in key industries,
moderate growth in other 39.7
segments
Impulses primarily by
growth industry sectors

CAGR: 4.5%
as pharma / NUG
AGR: 2.6% 55 _
Current positive impulse 4.4 CAGR: 10.0%
CAGR: 2.7% from positive CapEx _m o 57

investment versus 2005 2010 2005 2010

structural development West East "
2003 e Europe 2005 2010 CAGR: 1.9%
NAFTA Chinat
/\; CAGR: 8.0%

15.1 16.6
2.0 2.9 .
Despite shift to China P
sufficient value generation CAGR: 4.29% 2005 2010 2005 I ar2]010
remains in NAFTA - e 7o India p

Replacement investments Strongly investments across
primarily in order to increase 4.6 5.7 many segments although

productivity level [ different solutions:

B 0, g
In order to develop the market _— 2010 CAGR: 3.7% —IR;eNrgatlongl customers .
sustainably, significantly ( ) maintain accepte

simpler automation solutions oL AMETE 118 14.1 automation solutions and
focus on quality

are necessary .
Fszle”ni:)nr?gﬁarket - —Local Players for various
9 _ reasons with simpler
development 2005 2010 solutions
R o | |
International automation
99.3

112.6 2.5% 13.3 manufacturers dominate, but

_ Chinese manufacturers become
28.9 38 5.6% 9.1 i i im-
1 Growth currently even higher _ more important in the medium

Source: Intechno, ARC, Oliver Wyman Analysis & Iong-term
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trends with regard to products and technology

. The automation is sector is facing several rather fundamental developments /

Excerpt

Underlying Trends in the Automation Sector (illustrative)

e

e 4

Past Future

Emergence of low-cost-products

Designed for simpler applications
/ new customer segments

Tailored to price sensitive
customers

Additional impulse through low
cost competition from China
(component level)

@
Products

(e.g.
drives) Systems /
Solutions

Customers no longer only refer to
simple components, but want to
buy systems

— Defined, preconfigured
interfaces

— Test, operational guarantees
System Kkits

Selected segments such as:
— Machine Tool
— Packaging
— Printing

. ERP .

] MES
Control systems

. Field devices .
. Equipment .

Future increases in productivity to
be realized primarily on MES- and
field-level

Intelligent field devices (engines,
sensors, etc.) / mechatronics

Communication standards (e.g.
industrial ethernet) and break with
proprietary systems facilitate shift

Gradual dilution of profitable
system components (risk for full
liner)

Source: Oliver Wyman expert- and client interviews
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Low cost trend will receive an extra impulse from the current emergence from
Chinese competitors. Long-term upgrade of technology to be expected

Excerpt

Emerging Chinese Competitors (illustrative)

Shanghai Capital Teco (Taiwan) Tian Cheng
Bejing KND Delta (Taiwan) Suzhou Shihlin
Bejing Aerospace Huifeng KeLi

Huazong Continental Hope First MENS
Nanjing Washing KND Ambition Zhonghang

GSK Shanghai Dongke
Dalian Dasen Chinese Mid-Level Players CTS

(in total more than 170 players)

Chengdem Great Industrial SAIS

Goodsky

} Primarily on the component level (still with low technological competence, but improving)

Heavy M&A activity in China as Western Players see China as an opportunity to jumpstart growth

Source: Oliver Wyman research
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. Need for action of automation companies on different levels

Level Elements

Customer Value Profit model /

selection Proposition Sé(r)z;tter?)llc Sl
Sales Product
- .. : Procurement / .
2. Specific optimization levers effectiveness / Sourcing portfolio /
Channels Innovation

Source: Oliver Wyman interviews (automation providers, customers)
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Oliver Wyman is perfectly positioned to support automation companies to master
the strategic challenges

' Thorough understanding of the automation industry as well as of essential
purchasing industries

Industry Expertise Manifold project experience and references

Studies and IC development

' Tried and tested approach for strategy development (“value driven business
; design”)
Innovative Strategy _ _
Approach Differentiated methodology and procedure

Hypothesis driven approach, quantitative orientation

' Comprehensive tool kit / methodology for challenges of the automation industry
(employed successfully in many projects)
Comprehensive Tool Kit Comprehensive benchmarking database (best practice data)
' Worldwide > 2,500 employees in in 40 countries (global presence)

Global Presence International network of experts

Access to local information / studies
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1. Oliver Wyman has gained substantial and manifold project experience with
leading automation companies

Oliver Wyman Automation Experience Project content (examples)
(examples)

I nen Portfolio strategy for a worldwide leading automation
RiIPEp O provider

Growth strategy for a internationally leading provider in
the area discrete control systems (PLC)

HEIDENHAIN 5?%‘;3?}2 Growth strategy for a internationally leading provider in

the area process automation

I’I . d Growth strategy for a full liner with respect to the
neiaer introduction of a new product / technology
Schgeider 1] legrand e _
Project in the area supply chain management for a
leading provider in the area industry automation

Divestment of a material handling provider
Honeywell € kontron gp

Market entry strategies China for component players and
system suppliers

d Leuze WI KA Growth strategy for a medium sized player specialized on

sensors, vision, RFID

Screening project for a full liner in the area of vision,
() HIRSCHMANN
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. 1. Oliver Wyman has profound knowledge of the indust rial sector

Selection of Oliver Wyman'’s client list

MAN Ferrostaal

HEIDELOERG i CATERPILLAR’ MAUSER
Gleason Corporation LSS ﬁfBBESHEfMEﬁ

’ JOHN DEERE
55
ZEPPELIN gg

HUAWEI

DAIMLERCHRYSLER

BILFINGER |BERGER

ThyssenKrupp Aufziige
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