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Introduction

Private equity companies have recently pulled out all the stops in the top and bottom lines to

defy the pandemic and stabilize margins. A closer look, however, reveals that not all potential

for operational value creation has been exhausted. Procurement in particular still has a lot to
offer in terms of cost optimization.

rivate equity companies and

their portfolio companies have

so far come through the pan-

demic mostly unscathed. This
is shown by a private equity study con-
ducted by INVERTO in the first quarter
of 2021. Although the vast majority of
PE companies have recorded declines
in turnover in their portfolio companies,
these have only had an impact in the
form of falling profits for a good half of
the participants.

Compared to the situation before the
pandemic, private equities initially acted
much more defensively. The focus on ex-
pansion and add-on acquisitions has lost
relevance compared to 2019. This is sur-
prising, as the majority of respondents
see increasing, or at least unchanged,
investment opportunities in a largely
price-stable investment market. This
temporary defensive situation, as well as
the existing ‘dry powder’, is now driving
the willingness to invest, which has been
on the rise again since the third quarter
of 2020.

Private equity companies are currently
focusing more on the bottom line of
their portfolio companies. Due to the
pandemic, value enhancement meas-
ures with an early direct impact are in
the foreground — for example, negotia-
tion programs. These levers are neces-
sary and effective. They can be used to
achieve results quickly. However, their
effectiveness is limited.

In the long run, portfolio companies will
have to come up with more sophisticat-
ed cost-saving measures in order to fully
tap potential in procurement.

Find out in the following, based on the
results of the study, which approaches
to optimization should now come into
focus and which aspects need to be
considered in order to generate sus-
tainable cost advantages.

Key questions of the INVERTO Private
Equity Study 2021:

e To what extent are portfolio companies
affected by the pandemic?

e What distinguishes top performers
in the crisis?

e Which levers do PE companies prefer
to use in their portfolios to increase
value?

e What effects do investors generate
through these measures?
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act o

he majority of PE firms surveyed indicate

that 50 percent or less of their portfolio

companies have been negatively impacted

financially by the Corona pandemic. This in-
dicates diversified and strong portfolios on the part
of the participating private equities.

Negative impact through Covid-19

/" “In which ways have your portfolio companies
2

been negatively impacted by Covid-19

Decrease in revenue 80%
Decrease in profit 55%
Supply chain and 369

operational disruptions °
Valuations decreased 20%

(IRR and multiples)

Delayed/reduced
exit opportunities

35%

Other I 5%

he pandemic _ -

Share of companies financially impacted

/" “How many of your portfolio companies have been financially

impacted negatively through Covid-19?”

51-80% 18%
20-50% 44%
<20% 16%

Looking at the effects of Covid-19 in detail, more com-
panies complain about turnover losses than profit
declines (80 versus 55 percent). The respondents
therefore seem to have partly succeeded in stabi-
lizing profits through countermeasures — despite a
decline in turnover. >

-
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Rising investment opportunities with stable prices

/" "What impact does Covid-19 have on your deal flow?”

Investment opportunities 45% 31% 24%
Prices for investments 18% 51% 31%

. Increase . No impact Decrease

/" Holding period of investment activities

2021 57% 43%
2019 60% 40%
Short and mid-term: < 5 years Long-term: > 5 years

ESG prioritization remains unchanged

Also unaffected by the crisis is the prioritization of one of the most
important strategic issues for the future: Environmental, Social and
Governance. ESG have not lost their relevance for medium- and long-
term strategy development and continue to be a priority for the ma-
jority. This is also in line with the demands of society to attach greater
importance to the topic of sustainability. //

/" “Has ESG been on your portfolio’s agenda before the Covid-19 crisis?
Have the priorities changed?”

Yes, was on the agenda before and

0
continues to be a priority 5%

Yes, was on the agenda 99
before and has lost priority °
No, was not on the agenda

0,
before but became a priority e

No, was not on the agenda

0,
before and will not be a priority L

No answer possible 11%

45 percent of the PE companies surveyed
see increasing investment opportunities
for their deal flow through Covid-19. This
development — as confirmed by a good
half of the participants — contrasts with
stable prices for investments.

The holding period of portfolio invest-
ments remains largely unaffected by the
pandemic and is stable compared to 2019.
Around two-thirds of PE companies con-
tinue to hold their portfolio for up to five
years, 43 percent beyond that.
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Momentum for top-line and

bottom-line measures

ovid-19 is having a significant impact on the value enhancement approaches taken
by private equities. Especially bottom-line measures are gaining significantly in im-
portance. Obviously, PE companies perceive that in the current situation they have
to pull out all the stops to secure their earnings targets. In particular, repeated

(threatening) corona-related closures have necessitated rapid action.

Top- vs. bottom-line development before and during the crisis

If we compare the development of the top
line to the bottom-line, we see that after
more than a year of the pandemic, all the
companies surveyed believe that the

-

-3%"

bottom line has greater potential for
value creation than two years ago (+8
percentage points). This is not surpris-
ing, because, while top-line activities
such as expansion or acquisitions are
associated with long-term investments,
the bottom-line fields of action are
about savings, cost reductions and sta-
bilizing cash flow: measures that most-
ly take effect at an early stage. In view
of the Corona-related circumstances,
these levers, together with risk manage-

+8%* . .
87% 84% 87 ment that includes the most important
62% suppliers, are ideally suited to compen-
sate for declines in sales and profits. >
2019 2021 2019 2021

. High or medium potential

* Percentage points

Exploit value creation potentials in and after the pandemic
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Value creation potential attributed to top-line and bottom-line measures 2021

Geographical & industry expansion
Improved pricing & sales effectiveness
Add-on acquisitions

Optimized range of products & services

Increased marketing activities

Digitization of processes
Optimized production & services
Optimized working capital (DPO, DIO)

Reduction of procurement costs

Reduction of personnel costs

. High potential - Medium potential

In the bottom-line, high potential for value creation is
currently attributed in particular to the digitization of
processes (37 percent) and the reduction of procure-
ment costs (34 percent).

Comparing the estimated potential of the various
bottom-line approaches with the 2019 study, it is no-

37%

29% 47%

8%
11%
13% 3%
18%

26%

16%

21% 3%

24% 47% 26% 3%
34% 32% 32% 3%
24% 42% 34%

Low potential

No potential

ticeable that the topic of personnel cost reduction has
increasingly moved onto the agenda. This is under-
standable as, unlike in classic economic crises, many
companies were obliged to restrict their business
activities, or even close down due to the pandemic.
We assume that in many cases this is more a case of
short-time work than redundancies. //

Value creation potential of selected bottom-line measures 2021 vs. 2019

Optimized working
capital (DPO, DIO)

> >

Optimized production
& services

Reduction of
procurement costs

>

Reduction of
personnel costs!

>

22 o | 24% 25% | o | 29% 33% 419, | 34% 33% | 419 | 34%

47% 47% 44% P 33%

31% 29% 31% 24% 34% 34% 34% 34%

2019 2021 2019 2021 2019 2021 2019 2021

High potential . Medium potential Low or no potential
* Comparison “High potential” in percentage points
* Staff reductions and short-time work
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Operational value creation:

The role of procurement in
the crisis

rocurement continues to gain importance as  pandemic, about 42 percent of the PE firms surveyed
a value-enhancing lever. Nevertheless, only  said they set procurement targets for their portfolio
just over half of the companies set procure- companies —the lack of targets still represents a defi-
ment targets to exploit their value creation cit that needs to be addressed.

potential. While the trend is upward —even before the

“Has the importance of procurement as a “Are you setting goals for your portfolio
value creation lever changed?” companies with regard to value increases
through procurement optimization?”

Increased
29%
47%  No
Yes
Unchanged 63% -
(]
Decreased
“How do you define goals for procurement?” Taking a closer look at the process of target
definition, it becomes clear that the ma-
Based on '”f:f”l‘?a“(’” from jority of PE companies base their decisions
ortrolio compan . . . -
; pf ph Y only on internal information. This informa-
B i tion withi . . ;
ase iﬂénoc\;:?jrgzzigﬁé: tion comes from the portfolio companies or
. ) originates in their own organization.
Based on information
from external advise °
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Increase in importance of procurement levers with
early & sustainable impact

While standard procurement levers such as negotiation, tendering, bundling or Days
Payable Outstanding (DPQO) show a similar level of application compared to the 2019
study, they continue to gain importance as early-impact levers in the pandemic. At 83
percent, they appear most promising to participants for improving the bottom line.

In principle, 29 percent of the participants attribute the highest potential to the
digitization of procurement. At the same time, half of the PE companies surveyed
state that this lever is not yet being fully exploited. A similar picture emerges in the
context of consulting projects. However, the use of spend analytics and e-procure-
ment tools such as “e-auctions” is now gaining momentum. >

Importance of procurement cost optimization Not fully utilized levers for value creation
/" Assessment of procurement measures in terms of their potential to improve /" “Which group of procurement levers do you
the bottom line of a portfolio company consider as not fully utilized to create value

during your previous investment activities?”

83%

-
-

Standard levers (negotiation,
tender, bundling, DPO)

Advanced levers (demand management,
technical respecification)

17% 66% 6%

o

20% 40% 9%
Digitization of procurement 29% 37%

Cross-portfolio initatives

0, 0, 0
(supplier pools, bundling) Al - —

. High potential - Medium potential . Low Potential . No Potential
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Significant differences in the value contribution of procurement

“What is the average P&L relevant annual value contribution

made by procurement?”

5.1-7.5% |O%

7.6—10% 6%

>10% 12%

0% 8%
0-2.5%
2.5-5% 22%
51-7.5%
7.6—10% 3%

>10% 0%

Value contribution of procurement
during exits

Differences in the contribution of pro-
curement to value creation are also
clearly evident in exits after an average
of five to six years. While the majority
indicate an overall contribution by pro-
curement of up to ten percent, the most
successful buyers achieve value contri-
butions of over 25 percent.

Compared to 2019, the share of exit cases
with a value creation contribution by pro-
curement > 25 percent has grown by three
percentage points.

36%

31%

2019

The value contribution made by the pro-
curement departments of portfolio com-
panies varies greatly. It is up to five per-
cent per year in almost three quarters of
the companies. As many as 18 percent of
the respondents achieve a value contri-
bution of over 7.5 percent.

Comparing the P&L-relevant annual val-
ue contribution of procurement (2019
vs. 2021), it is noticeable that the share
of companies whose procurement val-
ue contribution ranks in the “midfield”
(5.1-7.5 percent) is dwindling. A grow-
ing discrepancy in contributions sug-
gests a widening performance gap. The
immense value contribution that pro-
curement would be capable of making
seems to be far from being exhausted
by all companies.

“What share did procurement-related measures have in the value

increase achieved through exits of your portfolio companies?

<10%

10-25%

25-50%

<10%

10-25%

25-50%

29

61%
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Excursus: Top performers
before the pandemic

n a quantitative analysis, INVERTO
compared the performance of port-
folio companies from the industrial
goods sector and the process indus-
try with companies without PE involve-
ment (peer group) from 2013 to 2018*.

The most important finding of the study:
Private equity companies achieved a
significant increase in the value of their
portfolio companies. They achieved sig-
nificantly higher EBITDA and revenue
growth than companies without PE in-
volvement. This observation holds true
over the entire five years, with the gap
widening from year to year.

Portfolio companies perform significantly better than their peer group

Revenue development:
Portfolio company vs. peers

50%

40%

30%

22%

20% 16% +15%-points
11%

10%

’ 5% 11% 13%
8%
5%
0% s
0 T1/TO T2/T0 T3/T0  T4/T0  TS/T0

- Revenue portfolio company

Revenue peer group

50%

40%

30%

20%

10%

0%

EBITDA development:

Portfolio company vs. peers

42%
"N
28%
18%
11%
5%
[v)
6% 7% 2%
4%
2%
0 TI/TO  T2/T0 T3/T0 T4T0  T5/T0

EBITDA portfolio company

EBITDA peer group

Portfolio companies record an average growth in revenue of 28 percent during the
period under review, while companies without PE involvement achieve 13 percent. The
difference in EBITDA is even more significant: here, portfolio companies achieved an
increase of 42 percent, while the comparison group had to settle for nine percent.

* Basis: 67 portfolio companies; consolidated data from public databases; annual financial statements
between 2013 and 2019 (normalised to 5 consecutive years “T1-T5“ from year of investment “T0“

by the private equity firm).

Exploit value creation potentials in and after the pandemic
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The success of portfolio companies is not based exclusively on revenue growth,

but also on a consistent reduction in other operating expenses.*

50%

40%

30%

20%

10%

0%

-10%

-20%

100%

80%

60%

40%

20%

0%

-10%

EBITDA & operational cost” development

portfolio companies

28%

18%

11%

5%

1%
3%
i -8%

TO T1/TO T2/T0 T3/T0 T4/T0 T5/T0

EBITDA

Operational costs/revenue

Portfolio companies with an additional focus on
material costs generate significantly higher EBITDA

growth compared to other portfolio companies

94%
57%
34%
25% 42%
21%
28%
5% 18%
11%
~=o0--——¢
-— [ 8% |
2% 3% O--u_o-_ =&
5% 6% . J
T0 T1/T0 T2/T0 T3/TO  T4/TO  T5/T0

EBITDA portfolio company with focus on material costs
EBITDA portfolio company

. Material costs/revenue portfolio company with material cost focus

* Indirect Spend

The analysis further shows that, in re-
lation to revenue, the other operating
expenses of portfolio companies tend to
decrease within two years of acquisition
by the private equity company and even
fall by an average of nine percent over
the five-year period under consideration.
This improvement in other operating
expenses, in addition to the pure reve-
nue-based growth, contributes signifi-
cantly to an increase in EBITDA.

“Best-in-class”“ EBITDA growth is only
achievable with a comprehensive and
sustainable improvement in material
costs. The top class among the portfolio
companies convinced with a strong focus
on material cost reduction and thereby
increased its EBITDA growth to 94 per-
cent over the five-year period under con-
sideration.

Exploit value creation potentials in and after the pandemic
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Operatlenal

“excellence:

How the whé‘a"fjé separated

n uncertain times, the entire portfolio of short-
and long-term measures within the bottom line
becomes more relevant. An expansion of oper-
ational value creation is therefore inevitable.
In order to be able to take all measures effectively
and exploit them to the full, additional resources,
which must be considered early in the planning
process, are indispensable. This includes, on the

ﬁ procurement

one hand, increasing the number of experts, or
organizing experts, in order to generate high value
contributions even in the short term. On the other
hand, a strategic investment in digital tools and
forward-looking topics such as ESG should not be
neglected. Basically, it is always important to set
clear and ambitious optimization goals.

Short-term focus with Foresight on complex. sustainable measures

Fast-acting basic strategies such as negotiations,
tendering, bundling or DPO optimization help to
compensate for possible sales slumps and support
stable profit development in an uncertain market.
These measures are necessary and lead to quick
results. However, their effectiveness is limited.

To realize the full potential for cost reductions,
companies should also work with more com-
plex measures such as demand management —
the precise analysis of all needs — or technical
re-specification — for example, the search for sub-
stitutes for expensive raw materials. Private equity
companies are well aware that they could do more
in this area: 43 percent of the study participants
see untapped potential in the area of sophisticated
levers (see chart p. 9).

Exploit value creation potentials in and after the pandemic
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Optimization approaches in procurement by complexity and time horizon

Basic strategies

Supplier Days

Renegotiation/ Extension of L Fast Track
) (Negotiation ;
Benchmarking Payment Terms Indirects
programme)
Short-term
effect
Bundling/ Sourcing / )
Relocation Re-Tender E-Auctions CRINA THEEHY
Make-or-buy Category Re—Dgsgn/ Should Cosh.ng/
. Management Substitution Target Costing
Medium and
long-term
effect Suppli Demand Supply Chai
Refinement upplier eman uppy . ain
Development Management Financing
C Commercial T  Technical D Demand Management W  Working Capital

Complex measures with short-term effect

Taking into account the increased rel-
evance of quick and direct cost reduc-
tions, complex measures of a commer-
cial nature offer considerable potential.

Instead of classic renegotiations, for ex-
ample, alarge number of suppliers can be
approached via a dedicated event-driven
negotiation program. Within the frame-
work of a so-called Supplier Day, A and B
suppliers are invited by top management
to a (virtual) event. In block or individu-
al negotiations that immediately follow,
savings and optimizations are fixed with
decision-makers.

Experience has also shown that the in-
stitutionalization of renegotiations in
accordance with fixed threshold values
releases considerable potential. For ex-
ample, all expenditures in the area of

Indirect Spend and CapEx can be analyz-
ed by a so-called Fast Track Team, com-
pared with benchmarks, and renegotiat-
ed depending on the approval decision.

Successes achieved through the use of
digital negotiation tools do not neces-
sarily have to wait until the complete
digitalization of procurement is com-
plete. For example, deadlocked sourcing
scenarios can be resolved via so-called
e-auctions, a form of auction via elec-
tronic portals.

Exploit value creation potentials in and after the pandemic
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Sustainable savings through timely focus on technical levers

In order to optimize costs sustainably, it
is important to take measures with a me-
dium- and long-term time horizon at an
early stage. Technical levers are particu-
larly suitable for this purpose; although
they involve a longer lead time, they of-
fer great potential.

One effective measure is the fundamen-
tal review of demand specifications
with subsequent refinement. In this
process, specifications are minimized
and rolled out as a new standard, often
across locations. This technique is used,
for example, when a company has dif-
ferent packaging units for fundamen-
tally similar products in use at various
locations. Refinement can be applied to
technical requirements of the direct pro-
curement volume as well as to indirect
requirements and services.

In addition, a re-design of the require-
ments is also possible. In a re-design, the
fundamental nature of a product, for ex-
ample packaging, is questioned. The anal-
ysis includes the concept (what do | need
to protect in the first place), the construc-
tion (geometry and structure) as well as
the material used (corrugated board vs.

plastic or metal). The introduction of com-
pletely new concepts is often associated
with sudden cost reductions.

Data-driven approaches such as Should
Costing have also become much simpler
and more common. Today, it is possible
to carry out Should Costing analyses on
the basis of a broad database and thus
to identify potentials with the respective
suppliers, but also in the internal value
creation, in comparison to the existing
costs. These optimization possibilities can
be implemented in the short term within
the framework of negotiations or in the
medium term in the course of supplier
developments.

The amount of savings that can be
achieved with technical levers is highly
dependent on the initial situation and the
purchased components and, according to
experience from INVERTO projects, aver-
ages around 14 percent.

Exploit value creation potentials in and after the pandemic
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Working capital and supply chain finance as a means of

crisis management

As the results of the study show, opti-
mizing working capital in the wake of the
pandemic is seen as having great poten-
tial for operational value enhancement.
Working capital management can indeed
be a very helpful means of crisis manage-
ment. Various measures are available to
address payables, receivables and inven-
tories in order to achieve both “quick
wins“ and medium-term improvements.

However, optimizing working capital
must not be a temporary agenda item.
Continuous and cross-functional engage-
ment with the issue is a must. It is equal-
ly essential to create a fundamental un-
derstanding of working capital across all
operational levels.

The degree of success of working capital
measures depends on the management
model that is aligned with the corporate
strategy. In addition to clearly defined
working capital responsibilities, espe-
cially at the operational level, the model
must include analyses, targets, KPIs and
a working capital reporting system. Only
then can capital efficiency potentials and
capabilities within the organization be
fully leveraged and released.

When companies and their suppliers
simultaneously try to optimize their
working capital for high cash balances,
problems can arise. Reverse factor-
ing or supply chain finance provide
the appropriate solution in such cases.
With these financial instruments, work-
ing capital and liquidity are managed
more effectively. Supply chain finance
involves the various actors along the
supply chain and does not rely on clas-
sic loans. Ultimately, the aim is to create
high levels of cash and low levels of in-
ventory. Invested wisely, the money can
work for companies and thus generates
returns despite the low-interest phase.
Cooperating with financial partners
to free up capital through individually
agreed payment terms opens up addi-
tional opportunities for private equities
and can help achieve KPIs associated
with working capital. >
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2 Setting ambitious and realistic procurement targets

Procurement performance is strongly linked to the setting of targets. With
consistently high asset multiples, realistic but also ambitious targets must be
defined. It is therefore still surprising that only just over half of the respond-
ents (53 percent, see chart page 8) set targets for their portfolio companies
regarding value enhancement through procurement optimization.

Value contribution by procurement As the results of the INVERTO survey sug-
gest, weak value creation contribution
of procurement can be attributed to de-
ficits in the definition of procurement
targets. PE companies with low annual
P&L procurement contribution and/or
- low procurement-related exit value crea-
Defining goals: K
Setting goals 47% tion hardly ever set targets (only 33 per
cent) and rarely use external consultants
in target definition (only 17 percent).

Differences between all participants and PE firms with either annual
P&L procurement contribution <2.5% and/or procurement-related
exit value increase <10%

e NEGNGEEZE ;
With external advice 37% 63%

. Yes No PE firms with low annual P&L
procurement contribution or low
procurement-related exit increase

However, the consistent inclusion of Profile of top procurement performers
industry and procurement expertise in
strategy formulation is crucial. PE com-
panies with higher annual P&L procure-
ment contribution and/or high procure-
ment-related exit value mostly increase

set targets (67 percent) and use external ini .
Setting goals

consultants (67 percent). The majority

Differences between all participants and PE firms with either annual
P&L procurement contribution >7.5% and/or procurement-related
exit value increase >10%

AN
also use the complete standard procure- 67% 7
ment optimization set (89 percent). -
With external advice . :
AN
67% 4
ot standard lvers ’
Full utilization of standard levers o2 —
\
89% 4
¢ ol consatants 6%
External consultants
\
89% 4
- Yes No . PE firms with high annual P&L

procurement contribution or low
procurement-related exit increase
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External support for fast results and high value generation

Experience shows that the buyers of the
portfolio companies hardly manage to
achieve significant additional savings
without support in addition to the tasks
of day-to-day business. Ideally, therefore,
they receive support from procurement
experts from the private equity company
itself or from external consultancies.

This observation is confirmed by the
study. Just over half (54 percent) of the
private equities surveyed use external
consultants in the operational areas of
their portfolio companies.

The main reasons for hiring a consulting
firm are the need for an objective view
(52 percent), a lack of professional exper-
tise within the portfolio company (48 per-
cent) and a lack of human resources.

Especially when there is a need for quick
action, calling in external support is there-
fore crucial to success. The figures speak
for themselves: 89 percent of the top
performers resort to external support
(see previous page) to increase their val-
ue creation. >

Involvement of external consultants

/" “Do you involve external consultants to increase

value for the portfolio companies?”

/" “Why do you employ external consultants?”

Objective view 52%
Competence portfolio 48%
Resources portfolio 41%

No I
54% Yes

Quick results 37%
Competence PE 33%

Resources PE 19%

Lack of trust 7%

Exploit value creation potentials in and after the pandemic 18



3 Strategic investments in digitization and sustainability of procurement

It is also important to stay on the ball
when it comes to sustainability. According
to the survey, the so-called ESG criteria
(Environmental, Social and Governance)
have indeed not lost their importance.
55 percent of the PE companies surveyed
confirm that sustainability criteria play an
important role in investment decisions
and that this has not been affected by the
pandemic. In view of Corona, the topic
has lost priority for only nine percent of
the study participants.

-

Markus Bergauer,

Managing Director and

sustainability expert

A good half (51 per cent) of the respond-
ents have recognized that the digitization
of procurement must continue to gain in
importance. However, there is also agree-
ment that the advantages and opportu-
nities opened up by digitization are still
largely untapped. The problem is main-
ly due to the selection and investment

In order to create social and ecological
added value, ESG must be further ad-
dressed and pursued. As an interface
and ESG ,implementing body“, the
goals and activities of procurement
must therefore be defined and aligned
with the ESG agenda. //

We are seeing a increase in sustainability
interest and ESG solutions in procurement.

required to implement digital solutions.
If done intelligently, however, digital pro-
jects quickly produce a measurable return
on investment. In order to secure a sig-
nificant competitive advantage in the
long term, PE companies should definitely
push the issue.

Especially in the PE environment, this goes

beyond pure sustainability ratings. Holistic

concepts that include the entire procure-

ment organization are in demand here.”

-
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Conclusion

he success of procurement — and thus of

the entire company — is based to a large

extent on ambitiously set targets and

the consistent application of professional
methods. In order to master current and future
challenges, resources for optimizing operational
value creation must be expanded at an early stage.
PE companies achieve a quick, direct and higher
impact by resorting to experts from their own PE
organization or externally. As well as the additional
resources needed to exploit the full optimization
set, they can provide an objective assessment and
compensate for missing competencies in the port-
folio companies.

INVERTO Private Equity Services

<— Pre-phase —

&——— Holding phase ——>

Fast-acting procurement levers do help to compen-
sate for possible sales slumps and support stable
profit development in an uncertain market. Howev-
er, for sustained success, they must in any case be
complemented by complex and long-term measures.
Strategic investments in digitziation sustainably im-
prove procurement performance and should defi-
nitely be pursued. As sustainability criteria become
increasingly important for companies, PE companies
need to ensure that the objectives of procurement
in their portfolio companies are aligned with the de-
fined ESG criteria. In this way, procurement can opti-
mally contribute to creating social and environmen-
tal added value.

<— Exit phase —

Pre-
Phase

Il I

Due
Diligence
M L

Deal
l Creation

] [Capitalisationof
Operational Value

[N

Exit
ﬁ Holdf% Planning
| l

I
1

Our support in procurement along the entire private equity investment process

Portfolio company optimization

(standalone)

Operational Cross-portfolio optimization Vendor due
due diligence (portfolio bundeling) diligence
Carve-Out or PMI (Unbundling
or intertwining of PFCs)
e Cost and performance Implementation of quick-wins e Review implemented

transparency
¢ Opportunity assessment
¢ Portfolio benchmarking
¢ Risk assessment
¢ Implementation planning

Demand management

Cost structure analysis
Product group optimization
Working capital optimization
Global sourcing

Process optimization
(operational / strategic)
Organisational development /
operating model design
Category management
Procurement strategy

measures and savings
Savings reporting
Compliance review
Risk assessment
Budget review

Identify potential

Increase EBITDA

Secure sustainability

Exploit value creation potentials in and after the pandemic
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Appendix: Study design

INVERTO Private Equity Desk Research 2021

Method: Desk Research / Quantitative Analyse
Research: INVERTO GmbH, A BCG company
Data: Consolidated data from public databases
Data scope: 67 portfolio companies
‘ Time horizon: Annual financial statements between 2013 and 2019 (normalised to
5 consecutive years “T1-T5" from year of investment “TO” by the

private equity firm)

The majority of the portfolio companies are from the industrial goods and process industry

/' Industries /" Regions /" Investment strategy

11%

18%

0/
10% !
3%
9%
25% 13% 57%
89%
Outer circle Inner circle Outer circle Inner circle Growth @ restructuring
- Industrial goods - Electricals . Europe . Germany
Process industry [} Industrial Machinery Other B united Kingdom
Other* . Components — Auto- . France
motive and Mechanical _ /" Average holding period
- Belgium
- Aerospace and Defence
. Diversified Industrial - Sweden
Goods Spain
Packing and printing Italy
Vehicle manufacturers Others in Europe
Heavy engineering USA
Construction and Building Canada

Materials

Metal production

Chemicals

Other*
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Study design

INVERTO Private Equity Study 2021

Method:

Research:
Data:

Participants:

. Timing:

Online survey

INVERTO GmbH, A BCG company
Anonymized survey and evaluation
55

22 January — 22 March 2021

The study covers 55 small to large PE firms with an investment focus primarily

on Europe

/' Geographical investment focus

DACH
BeNeLux
Nordics

UK & Irland

France

Southern
Europe

Eastern
Europe

Global
America

Africa l 1%

Other 4%

Asia 0%

/" Assets under management

>€10,000 m

- €0-100m

0
10,000 m 11%

€501-

2,000 m
€101-

500 m

Is in and after the pandemic

it value cr

r r
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INVERTO. We deliver results.

INVERTO is an international business
consultancy and one of Europe’s leading
specialists in strategic procurement and
supply chain management.

Our services range from identifying and
assessing the potential for cost reduc-
tions and improving performance, im-
plementing strategies on site through to
professionalising the entire supply chain.

INVERTO

A BCG COMPANY

For further information
we are at your disposal:

INVERTO GmbH

LichtstralRe 43i

50825 Cologne, Germany

Fon: +49 221 48 56 87-0

Fax: +49 221 48 56 87-140
Email: contact@inverto.com ==

www.inverto.com

Your Regional Contact:

Rudolf Trettenbrein
Managing Director

INVERTO Austria
+43 1 895 0749
rudolf.trettenbrein@inverto.com

Denis di Vito

Managing Director
INVERTO France

+33 173 152 000
denis.divito@inverto.com

Jan-Christoph Kischkewitz

Managing Director

INVERTO Netherlands

+31 20 7995 300
jan-christoph.kischkewitz@inverto.com

A subsidiary of the Boston Consulting
Group, we help companies to become
more efficient and stay competitive. Our
customers include international groups,
leading medium-sized companies from
industry and trade and some of the
world’s largest private equity companies.
INVERTO currently has ten locations in
nine countries.

Our entrepreneurial approach fosters
transparency, improvements and mea-
surability. We deliver results. That is our
promise.

Your contact:

Thibault Pucken
Managing Director
thibault.pucken@inverto.com

Yongsheng Yu

General Manager
INVERTO China

+86 212056 10 18
yongshen.yu@inverto.com

Thibault Pucken

Managing Director

INVERTO Germany

+49 221 48 56 87-0
thibault.pucken@inverto.com

André Thuvesson

Managing Director

INVERTO Sweden

+46 8121117 73
andre.thuvesson@inverto.com

Jens Kiebler
Principal
jens.kiebler@inverto.com

Marcus Schwarz

Managing Director

INVERTO Denmark

+45 7242 07 50
marcus.schwarz@inverto.com

Giovanni Grillo

Managing Director
INVERTO Italy

+39 0289 743 045
giovanni.grillo@inverto.com

Sushank Agarwal

Managing Director

INVERTO UK

+44 207 043 4176
sushank.agarwal @inverto.com



