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Agenda

• Profitability Management today

• IBM Cognos for Financial Analytics

• Financial Analytics in action



2009-2010: A slow climb out of the abyss
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When the going gets When the going gets ToughTough…………

……..the tough get ..the tough get Going!Going!
- Joseph P. Kennedy (1888-1969)- Joseph P. Kennedy (1888-1969)

 Performance  Q4 2008 was best quarter ever

 Backdrop  Largest drop in consumer spend in decades

Gap’s “proactive moves to cut costs and manage their 
inventory”, helped the chain fare better than its competitors 
amid a downright dismal retail environment.

-Cowan & Co. (Analyst firm upgrading 
the stock in Q4)

       Information        Intelligence Insight Action

What do these companies have in common?What do these companies have in common?  

…….what the world calls as “.what the world calls as “Analytical Competitors”Analytical Competitors”

We transformed the IBM company and you can see it in our 
financial performance...If we hadn't there is no way '08 would 
have been record (revenue), record (profits), record (cash)!

- Sam J Palmisano, Chairman and CEO, IBM



The frequency of profitability reviews has increased
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Smarter profitability management

Competitive AdvantageCompetitive Advantage

Multi-dimensionalMulti-dimensional
Analysis (OLAP)Analysis (OLAP)

Pro-active Modeling Pro-active Modeling 
& Optimization& Optimization

Predictive AnalyticsPredictive Analytics

Standard Insight

Reporting, 
monitoring, drill-
down, query, etc.



Multi-dimensional 
Analysis (OLAP)



Profitability Analysis should be timely & complete

• Products (SKUs, Product Groups...)
• Customers (Customers, Customer Groups....)
• Channels (Direct, Indirect, Outlet....)
• Region (North, South, West, East...)
• Employees (Reps, Sales Team, etc...)
• Suppliers (Vendors, Categories, etc..)



How can we squeeze this into a spreadsheet?

1 Version
1 Measure (Profit)
12+1 Months
500 Products

=
1 Spreadsheet 
6500 Cells



Some additional versions (Plan, Actual, Frcst, A-P)

4 Versions
1 Measure (Profit)
12+1 Months
500 Products

=
4 Worksheets
26000 Cells



And how about customers?

4 Versions
1 Measure (Profit)
10 Customers
12+1 Months
500 Products

=
40 Worksheets, 
2600000 Cells



And what happens next?

4 Versions
  50 Measures
    1000 Customers
      12+1 Months
       5000 Products
    10 Channels
  15 Regions
255 Sales Reps



Collaboration is essential, too!





Pro-active modeling & 
optimization



Exploding variations of products & service offerings



Accounting Oriented & Accurate Backward Looking Complex to Implement & Manage

Many processes are backward looking



Examine your product & customer mix

Cumulative  
Profit

Proactive Passive Reduction?

Products

20% highly 
profitable 
products

70 % 
marginal 
profitable

10% Loss 
Makers

Whale CurveWhale Curve

100%

160%







Pro-active with 
Predictive Analytics



Discover patterns in your data





Competitive AdvantageCompetitive Advantage

Multi-dimensionalMulti-dimensional
Analysis (OLAP)Analysis (OLAP)

Pro-active Modeling Pro-active Modeling 
& Optimization& Optimization

Predictive AnalyticsPredictive Analytics

Standard Insight

Reporting, drill-down, 
query, etc.

C O G N O S



 Cinematch

 Throttling 
(customer 
profitability)

 Also purchased 
(customer 
profitability) 

 Farecast 
Predictive 
Analytics

 Customer 
Loyalty 

 Revenue Management / pricing 
optimization (product profitability)

 HR Analytics

Online

Travel & Entertainment

Professional Sports

Financial Services

 Customer 
Profitability 

 Consolidated Risk 
Management



Session Summary

•Financial Analytics help you drive your profits

• IBM Cognos provides you with powerful analysis 

capabilities 

•Connect with us. Today.



“What is the ROI? 
It's the same as asking what's the ROI 
on tires for your car,” he says. 
“We can't do business without it.”
Mark Der, MAB
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