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Overall IBM Structure
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IBM 2005 First Quarter Results

IBM Q1 2005 Results* - $22.9bn

Global Financing $0.6bn
Enterprise Investments $0.3bn

/

Global Services $11.7bn
(inc. Business Consulting Services)

Software $3.6bn

Hardware $6.7bn

* From continuing operations
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IBM Business Consulting Services

= The world’s largest consulting organisation
= Qver 60,000 professionals in 160 countries
= Deep experience and expertise in 20 industries

= Broad set of solutions spanning strategic change, customer relationship
management, supply-chain operations, financial management, human
capital, IT, and business-process outsourcing

= Access to the global capabilities of IBM, including integrated technology
services, application management services, strategic outsourcing, learning
services, and global financing

= $5 billion annual investment in technology and business research
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The European analysts see IBM BCS as THE market leader...

IDC 2004 Leadership Grid: European Solution Services Mkt
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Industry and services summary
Industry Sectors Services

Application Innovation

Application Management Services (Includes IDO)

Business Transformation Outsourcing

Customer Relationship Management

Financial Management

Public
SMB

Human Capital Management
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Communications

Supply Chain Management

Package Delivery Organization
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Business Consulting Services &
Project-based Systems
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Thought leadership and innovation

Figure A: Comparing the volume and positioning of the thought
leadership output of leading consulting firms
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We make significant investments in order to bring new and
Innovative thinking

Strategic Insights

= The world’s second-largest strategic change practice,
with over 3,000 professionals globally

= Institute for Business Value, staffed by full-time
professionals in North America, Europe, and Asia

= Over 100 in-depth strategy studies and related
publications annually

e e = Focused client membership programs, including up to 20

e client events per year.

L —— . Technology innovation
= World’s largest industrial research group
o Prohucts & Caammer Valss = $5 billion annual budget and five Nobel prizes

.........

Academic partnerships

= Collaborative research with leading institutions, around
the world

= Professional staff with teaching positions at key

Industry points-of-view institutions

= Comprehensive future-oriented = Joint publications and industry forums.
points-of-view

= Recommendations for client-specific
actions to generate success.

ey 230C

AN

--5-

Our People know your Industry and
your issues
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IBV’s thought leadership deliverables are easily available for

external and internal use

Clients can be directed to
the external IBV website at:
www.ibm.com/iibv

BCS practitioners can access all IBV
content through the IBV intranetsite:

w3.ibm.com/services/bcs/ibv

et e—— Y [See—— ]
JETepe—— Eﬂﬁumm:nlwﬂnm—mh |—— ——

- A e il el Bt Rt Mt B et A "-'.“-'-l
B = S

= Send a note to |IBV@us.ilbm.com to receive the IBV Quarterly Newsletter
= Clients can subscribe to the IdeaWatch Newsletter at ww.ibm.com/services/bcs

» Go to http://services.leopardem.com to order your IBV white paper hard copies

© 2006 IBM Corporation
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On Demand Innovation Services (ODIS)

ODIS Set-Up

Almaden
Austin
Beijing

Delhi ODIS

Tokyo

Watson

Research Labs in EMEA

Mission of ODIS EMEA

Sector &
Industry
Leaders

GRPs

Service &
Alliance
Leaders

EBO’s

etc.

= Create value add for customers
through Innovation

» Provide leading edge subject matter
expert know-how

» Help to transform businesses and to
design new business models and
processes based upon advanced
technologies/ algorithms

= Assist customers to plan and manage
their innovation process and run
innovation councils

© 2006 IBM Corporation



Business Consulting Services

Industry Driven Innovation
Forest & Paper Innovation Centre

Thought Leadership

EMEA Centre

Industry Benchmarking
Issue
Methodology/IT
Solutions
Industry North America
Solution

Centre
Technical Research

Innovation

FPIC will manage the innovation cycle — the process of analyzing industry
iIssues & needs and developing innovative solutions
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IBM Global Financing - Project Financing

A Services Project — How Project Financing Can Benefit * Improves Budget Management with
predictable costs

A *Financing your IBM acquisition turns . .
large up-front costs into affordable = Aligns payment streams with expected
payments, so you can better match benefits

payments to benefits

= Facilitates control and tracking of
project costs

Euros

» Clients can more effectively manage

— Expenditures ]
Capital and Revenue budgets

— Benefits

— Payments (with financing) L . .
» Individually tailored solutions allow

< even greater strategic flexibility

Time
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BCS Industrial Sector Organisation

Sector Leader

Peter Pohl

Lars Husberg

Claus Madsen
Giorgio Danesi
Lars Husberg
R Horvath
Giorgio Danesi
Giorgio Danesi
R Horvath

UIf Weibahr

L Husberg
Giorgio Danesi
N Edgvist

Norske Skog Stig Johansen

Automotive *) Chem. & Petrol Electronics Ind Prod'’s incl.
Christian Bengtson Vacant Peter Pohl Forest & Paper
AB Volvo C Bengtson Statoil Arne Matre Nokia S Gleed Tetra Pak
Volvo Cars  C Bengtson Norsk Hydro  Arne Matre Ericsson Marie Dubois-J Outukumpu
Scania U Weibahr HydroTexaco Arne Matre  SonyEricsson Marie Dubois-J Sandvik
Saab Vacant AkerKvaerner Stig Johansen Electrolux Peter Pohl Atlas Copco
*) Ext team: Mike Woodward/ Vetco Aibel  Stig Johansen ABB R Horvath Metso »
Ashley Fernihough Rautarukki
SKF
Industrial DK fﬂt_oézaElnso
S Helsted UPM
B&O S Helsted SCA
Danfoss S Helsted Trelleb
Grundfos S Helsted Alrfe ﬁ Or?
Lego S Helsted alava

Transformation Consulting

ERP/SI
AMS

T Doak-Dunelly
A Grignon

J Kallela

S Pajari
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Agenda
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2. Trender/utmaningar

= Globala - exempel
Innovation

Konsument beteende
Geografi

Offshoring
= Branscher
Automotive

Electronics
Forest & Paper
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Innovation — key to change - is different today

I» Reality: Business model innovation matters

I-} Reality: External collaboration is indispensable

I-} Reality: Innovation must be orchestrated from the top

Source: CEO Study 2006
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Consumer segment fragmentation is proliferating and therefore consumer
behavior is becoming harder to predict and product requirements more

diversified

20t Century

Homogenous Consumers Extreme shifts in:

Age
Wealth
Ethnicity/Culture

Lifestage
patterns

Household
composition

Value
systems

215t Century
Fragmented Consumers

Source: “Consumer Products 2010: Executing to Lead in a World of Extremes” 01 may 2004 Institute for Business Value

© 2006 IBM Corporation
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In particular, the market is increasingly characterized
by bifurcation between mass and targeted propositions

“Bell Curves”
-

“Well Curves”

to maximize Industry ) Consumers

basic goods . personal valu

vestment competlto_rs must with high
have highly

. focused, relevant . :
ly capturing | T Differentiate
hare by B PTOPOSIIEEE profitable,

h"valueat  tOo grow in aworld delivering u
s of extremes targeted
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IBM Global Services in Greater China

IBM Key Branches
@ 'BM Remote Branches
@ Satelite offices
el NN e Changchun (==
'?_‘“ """"""""""""" --c%_Shenyang ‘
£ Blue Express

sxHeB
China > 2000

Tung-I
> 500
AH
HuB_ h
SC .:Chengdu Hefei o
@ Chongging Wuhan

Taiwan > 1000
. awemcN@nchand:

1_,."--\"-.,.:.-"77
/GZ o changsha
Guiyang

aipei

USA :9,360,000 km

Guangzh
including Alasaka and Hawaii
PRC :9,600,000 km

aizhong Taiwan

Gaohsuing
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Global Delivery

O wowe | sscosmow | cnowe | soousue =Global Solution Delivery

_cmp : 2 s Bt

InfOI'maﬁon Ek *Near Shore Strategy

ey Romania
=Lithuania

=Global Delivery
*India

NEW 0i5*

Big Blue is expanding into India at a startling pace.
f thousand 0
are for entire indus

=

. THE CONSUMER EFFECT

Tech innovation is bubbling
up from iPod-wialding,

Wi Fl-pquippad, vidas savvy
employeas and customens. ras
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The Automotive Ecosystem in Sweden is extensive and most
big players are existing IBM customers

Materials Suppliers Product Suppliers Electronics/SW Automotive Mfg Downstream
SKE Haldex Suppliers Volvo Dealer Networks

Sandvik Lear Seating Sigma, Gatespace Volvo Cars Financing
Saab Insurance

Scania

Avesta Autoliv Mecel, Semcon
SSAB Mitsubishi Electr.

= Swedish automotive manufacturers, including suppliers to the

industry, employ about 140,000 people?
= Exports of motor vehicles and automotive parts amounted to about

125 BUSD in 2003. 15% of the total Swedish exports?

1 Source: Swedish Institute, October 2004

24 © 2006 IBM Corporation



Business Consulting Services

Automotive: Six major industry drivers of change will lead to
new business models, cultures and processes

T Global

Excess Assembly
Capacity/ High

atiorms:

Supplier
Consolidation/
“PUSH”
New Entrants/ " ”
. 7 to “PULL
lliances .
Transition

(OTD or BTO)

Industry Structure,
Business Models,

> Cultures
Extendeh ansumer :
Chain Integration Centric Behavior
\ (B2B, B2C, B2E)

Shareholder

Value/’triple

bottom line”
Pressures
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Global Electronics Market Segments

Many of our larger clients have businesses in multiple segments

Telec ||||| Medical cons ”‘ I Office ||||| ‘WIIIIIIIII‘“ Technole HI w IH““H

cquipmetll Devices 0| Procufil Froducts & a ers ¢

P
computers | e Sane

| T I
Examples: ADC : Examples: A il ‘N Examples: Apple, Examples: A ’“‘l lﬂ“w Examples: AMD ‘HH'

pui
‘ | |
Avaya (IA), C'S 0 uidant, J&J, [ Casio, I\;HIH s Canon, Lenovo, Alstom Po H EMC, Flextronics ‘“l‘ 1

!
. |
Ericsson (IA), Lt , Moeller, Film, Kodak, |H W NEC, Pitney Bowes, [ (IA), Nat Semi |“ “’ W“I‘i m

]
Nokia ('A) Moto Sanyo Sha HI WH Ricoh, Seiko/Epson, | Invensys, itsubi Renesas, Solectro on,

Sharp, Xerox, | Qi : Micro, TI,TS 'mlﬂ
Philips (1A)

I_ME—IZIllllllllllllllllllllﬁll: | Il ¢y
I \H\HHHHHHNHI—@Z*:] I—Z—f

I T [ [ | | ———— [T < “HHHHH“
Matsushita/Panasonic

2006 rev: $217bil 2 ‘ 2006 rev: $394bil ‘ b
GRO6: 7.2% GRO6: 2.8% : 6.4% GRO6: 4.8%
includes LANs, WANSs, routers, includes surgical & medical includes consumer electronics, Office includes copiers, fax includes automation, control, includes semiconductor &
phones, switchboards, & instruments, lab apparatus, & home appliances/white goods, machines, & other equipment; and electronic test & semiconductor capital equipment,
exchanges dental equipment & cameras/film Computers include PCs, servers, measurement equipment, and storage & peripherals, LCD panels,
mainframes, workstations, & ATMs  power generation equipment electrical components, & EMS
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Example: Telecom Equipment Manufacturers Business Priorities

Market forces are putting pressure to rapidly:

= Increase R&D (and SCM) efficiency to decrease product cost in order to be able to maintain
margins while prices are under severe pressure.

= Develop towards SW business model
= Drive for Operational Excellence
Market dynamics and assumptions:

= Maintain/gain market share & revenue of mobile system
= # worldwide mobile subscribers is supposed to grow with same pace in 2006 (5-10%).

= Dependancy on promptly decisions in China in 1H 2006 on which operators will get the 3G
licenses and which standards to be used.

=  Limited in-road into traditional telecom by IP telephony thru Skype, Google and Microsoft.

=  Price erosions should not lead to need for overall cost cuts of more than 10% to maintain
margins.

© 2006 IBM Corporation
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White Goods: Continued commoditisation and increased competition
combined with escalating material costs severely impacts the
profitability of the White Goods industry

The market for white goods is a rather mature
market characterized by stagnant growth and little

A development — and fierce competition

Revenue = Price deflation

Consolidation of the retail industry and entry of low-cost producers
from Asia and Eastern Europe into the market contribute to strong
bargaining position of retailers

= Commoditization of products
Products age quickly in this category, me-too products appear fast
and therefore continuous product innovation and short time-to-
market and time to volume in this fast-moving market is essential
to keep margins up

= Fragmentation of market

with many brands from many competitors, some of them of only
local value as a heritage from a long streak of acquisitions in the
past.3 The top 6 manufacturers in the world rack up a market
share of just above 41%.

= Limited growth
in the past of approx. 1.6% p.a since large part of demand is
driven by replacements.5 Eastern Europe and Asia continue to be
drivers for growth with the worldwide market projected to be worth

> 127 billion US-$ in 2008
_ = Increase in raw material costs
Now Time steel prices at all time high
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Forest & Paper
Industry consolidating do not show economies of scale

High Level Results - Current State
ROCE of Top 100 Companies

16%
L7 Target
0/~ -
8% 6.5%
4.1%
4% —<
0%

1996 1997 1998 1999 2000 2001 2002
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Forest & Paper
Several Key Issues and Pain Points are driving change

Industry Pain Points:
= Significant process redesign needed in:
= end-to-end supply chain
= strategic customer relationships
= Significant organization redesign and training needed to enable process changes
= Legacy IT architecture, especially for companies that have grown by consolidation

= Significant IT enablement needed to achieve supply chain and customer relationship
transformation

= Need to capture value / synergies on integration of acquisitions

= Strategies for low growth segments

= Continued need to reduce all costs

= Need to segment customers based on long-term profitability

= Continued need to manage volatility of currency and input costs

= Need to capture information from across enterprise to enable decisions on above issues

30 © 2006 IBM Corporation
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Agenda
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3. IBM/BCS l6sningar
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* On Demand
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» Automotive
» Electronics
» Forest & Paper
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On Demand case study: Lam Research is responding to
turbulence in the semiconductor equipment industry

Overcapacity and commoditization of the Focus on differentiating competencies
semiconductor industry Shift from fixed to variable costs through

Continuing — and deepening — cyclicality outsourcing of non-core capabilities
of the semiconductor equipment sector Ramp back-end services with industry cycles

_ _ Devote management time to industry issues
Fragmentation of the semiconductor

equipment market _ _
L : Increase industry collaboration
Increased consolidation of equipment Drive increased process standardization
manufacturers and customers Facilitate merger integration

Address consolidation proactively

Total US Semiconductor Equipment Book to Bill ratios (1991-2003)

1.35

1.15

0.95 -

0.75

0.55

0.35
91 92 93 94 95 96 97 98 99 00 o1 02 03
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On Demand case study: Lam reduced and began to vary costs
through outsourcing and building a virtual extended value chain

Lam’s Component-based Model

R&D >

Supply Chain Manufacturing
Management & Logistics

INIEAS

Research Procurement Production Product Sales
Scheduling Mgmt Planning
o i
% % P ; Strategic
\ roduction
A D

NN

Logistics Mgmt

Human Capital Management

Financial Management

Information and Technology Services

Strategic Planning and Development

I Performed In-house

33

ﬁ& Transform (e.g., move

offshore, automate) [ Outsource potential

Through outsourcing
Lam:

Marketing > Sales & Servic> - Reduced its overall

cost structure and
created outsourcing
contracts that
enabled them to
vary costs

=Freed up capital to
re-invest in
differentiation

= Achieved best-in-
class capability in
non-differentiated
areas with a limited
Investment

© 2006 IBM Corporation
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On Demand case study: Lam'’s strategy to create a “variable virtual
company” is having a positive financial impact — and is being noticed

Peak Current Quarter Change

Revenues Op Expense Property & Equipment Index
AEIS -31% 23% 81% -135%0
BRKS -5%0 54%0 48%0 -106%6
CMOS -80%0 -15%0 18%0 -83%0
AMAT -50%06 -23% 29% -57%
ACLS -519%96 -21%b 27% -57%
VSEA -58%0 -9%0 7%0 -56%0
VECO -43%0 -7%0 18%06 -549406
PLAB -10%b6 16%0 23% -49%
MY MI -17% 21% 7% -46%0
MKSI -17%0 10%6 17% -44%%0
TER -61%0 -21%0 2%0 -41%b
KLAC -30%06 -18%b 29% -41%b
MY K -529%9%6 -21%b 3%0 -34%b
ASYT -43%0 -26%0 6%0 -23%0
NVLS -50%0 -27%0 -5%0 -17%0
CRTK -36%06 -18%b -1%b6 -17%
NEWP -57% -32%0 -9%06 -16%06
A -42%0 -20%0 -9%06 -13%0
DPMI -22%0 -12%0 -5%0 -5%0
TEK -37%0 -27% -5%6 -5%6

Average -41%0 -10%06 11%0

From: Mark Fitzgerald of Banc of America Securities analysis
Source: Company reports. Banc of America Securities LLC.

Changes vs. peak quarter, as of Jan 20, 2003
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What is Component Business Modeling?

=Component Business Modeling (CBM) is an IBM-developed technique for
modeling an enterprise as non-overlapping components in order to
identify opportunities for innovation and/or improvement.

A Business

_ Component
A business Map is a logical
component is a representation

collection of activities,
resources, people,
technology and know-
how necessary to
perform a function and
deliver some value.

of a business
that reveals its
essential
building blocks.

In the CBM view, an enterprise is simply a collection of
business components that are ‘networked’ together.
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A business component has a discrete business purpose, and is comprised of a a set
of activities, and a collection of technical and non-technical resources

The business component

A business component can be defined as the collection of the business activities
it performs and its supporting people and systems requirements

Business Component

Business Purpose

Activities

Resources
Applications
Infrastructure

A key attribute of a component is that it produces a definitive service, or
set of services

©I12005 IBM Corporation © 2006 IBM Corporation
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Component Business Modeling originated with component maps for analyzing
industries and sectors, and IT was one of many components

Category/Brand Strategy Customer Relationship Strateg

Category/Brand Planning Customer Relationship Plannin

I Brand P&L Management

Ilssessing Customer Satisfactio

IMatching Supply and Demandj

Customer Insights

Marketing Development
and Effectiveness

Account Management

—

Product Ideation

Concept/Product Testing Value-Added Services

Product Development
Customer Account Servicing

Product Management

Retail Marketing Execution
Marketing Execution

- In-store Inventory Mgmt
Consumer Service Vg

Product Directory Customer Directory

Manufacturlng Strategy Supply Chain Strategy

Inventory Planning

Supplier Relationship
Management

Network & Asset
Configuration

Production/Material I

Corporate Strategy

Corporate Planning

Alliance Management

Corporate Governance
I

s Development & Planning
Distribution Oversight

Manufacturing Oversight

Inbound Outbound
- Trans- Trans-
Supplier Control portation portation

Product/Component
Manufacturing

Business Performance
Management

External Market Analysis

Organization and Process
Design

Legal, Tax and Regulatory
Compliance

Treasury & Risk Mgmt

Distribution Center

Assemble/Pkg. Products -
Operations

Plant Inventory Management

Transportation Resources

Manufacturing Procurement En route Inventory

Financial Accounting &
Reportinq

Indirect Procurement

Facilities & Equip Mgmt

Resource Development

/H‘mmm

Management

IT Systems & Operations
I
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CBM Heatmap Example: Most Differentiating
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Automotive Solution - Example: The IBM WCR Solution solves
typical quality and warranty management issues

Increase in total
warranty costs

Increasing _
product complexity a”_anty
. ost
Rapid Product :
Launches eduction

Higher Supplier
value share

Rising Customer
Expectations
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Automotive Solution - Example: The problem solving process encloses all steps
from the early recognition of a problem in the field to fixing the problem in the ongoing
serial production.

Problem solving process

Failure of Failure eliminated in
Vehicle Series production

Problem Root Cause Problem Definition Avoidance
Identification Analysis And Resolution & Learning

< —>

Cycle Time Problem solving
process

Potential savings

© 2006 IBM Corporation
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Electronics Industry Solutions Portfolio

Financial Management

Human Capital

Supplier Management Customer Management (CRM)

Suolln|os ssaulsng

R & D Procurement Supply ERP

B2B Chain Core,
MCAD, PDM, Integration Assets, FMS
ESLM, EDA

- IT Resource Optimization - Information Lifecycle Management
- IT Service Management - Process Integration

. - User Platform - IT Security

Solutions - Business Intelligence - Business Continuity

Infrastructure

© 2006 IBM Corporation
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Forest & Paper
What Are Keys to Supply Chain Success?

[
»

Supply Chain Efficiency

IT Competency

c
o
= Integrated . iti
§ © Bus%ness The busine$s processes Competitive
£z 2| Process A improvement and integration Advantage
D2 = is limited by|the degree of
2 k3] g IT systems[capabilities
3 = .| Supply Chain
= @ 5 e Integrated
= g— Q Business
6 9o 5 2 Processes
£ E O =
[CRCINT L
't7'>a\ 39 n
»ag 8| Disconnected
= E g— 8 Defined
2499 £ Business
oo © Processes : : ;
= a Unlikely to gain benefits
= e Without formal business
< ‘» Business |processes improvements
o Processes and integration
not formally
Defined D>
Disconnected . Integrated and ; ; -
: Traditional Full integration
Sggtgra? ‘Q'.';h and database att:i'va.ncsd and Collaboration
L YS systems optimization Systems
capabilities modules -

Technology competence is a required enabler for SCM efficiency.
Systems limitation can constrain business processes improvement.
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Our Supply Chain Principles

= |t has been forecasted by the customer as promised
= |t comes in within the promised lead time

= |t gets scheduled at the right time at the right mill or
distribution centre

= |t gets manufactured / shipped within the correct tolerance
= |t gets shipped by the most cost effective mode

= |t gets billed and paid within the promised terms

= There are measures in place to track success

= Clear understanding of what is an exception

= Feedback loop in place to ensure exceptions are the
exception
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Agenda

o

Exempel pa projekt
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Exempel pa projekt

Foretag Exempel pa projekt

= Globalt skogs & pappersbolag X Application Integration OnDemand
= Globalt skogs & pappersbolag Y Supply Chain Transformation

= Internationellt Kemiforetag Corporate Transformation
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