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Worldwide Semiconductor Revenues
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Growth through a Downturn (2020) @)POLab

O In a 2003-2017 survey with 2000 samples

® McKinsey report that roughly one in ten companies manages to outgrow its
peers both during downturns and in the subsequent recovery from.

[0 Observations: Through-cycle outperformer (mindset change)

® Obs.1: Value Creation
— Companies don’t want growth for growth’s sake. They want value creation.

® ODbs.2: Accelerate Growth in Downturn and Reshape the Portfolio
— Their growth starts during the downturn and outperform in the recovery.

— In 2007, right before the financial crisis, outperformers had about 20 percent
more excess cash than their peers. After crisis in 2012 they had 53 percent
higher excess cash (support reshaping portfolio - strategically placing bets).

— Don’t wait until things settle down because you lose the momentum you could
capture from moving throughout the cycle. (Initiative 3 ) #)

— If you are not able to grow then, double down in the first two years of recovery.

® ODbs.3: CapEx and R&D Focus

— In 2000 companies, when the recovery started, however, the outperformers
increased their spending significantly, especially on capital expenditure (capex)

and R&D—their spending was three or four times higher than the others.

https://www mcklnsey com/business-functions/strategy-and-corporate-finance/our- |nS|ghts/growth through a-downturn
444 i it T @NTU Al and Economic Cycle ZFRE(EAFTAFEE )

9



Growth through a Downturn (2020) @)POLab

0 Four Actions (Directions):

® Actionl: Core Business (understand yourself)

— Rather than knowing the exact moment of recovery, understood your preferred
growth focus and invest when the opportunities started to emerge.

— You should start placing some strategic bets while still in the downturn, then
both broaden and deepen those investments when things start to improve.

® Action2: Moving to Adjacent Fields

— One company had a portfolio of construction and engineering services at the
start of the last crisis and it decided to diversify its industry exposure by moving
into environmental services. It also went into oil and gas equipment. The
contracyclical part of its portfolio grew substantially after the crisis.

® Action3: Geographic Expansion

— During the down cycle, the outperformers expanded to other geographies at a
rate that was 1.5 to two times greater than the rest of our sample.

— In 2007, a Portuguese retailer concluded that the Polish market was healthier,
in terms of GDP and retail activity, than any of its other regions, and made
targeted acquisitions, doubling its store presence in the country.

https://www mcklnsey com/business- functlons/strategy and-corporate-finance/our- |nS|ghts/growth through a-downturn
444 izt F % T O@ONTU | and Economic Cycle ZREEAFaFEE L) 10



Growth through a Downturn (2020) @)POLab

® Action4: Integration or Disruption of the Value Chain

— Programmatic M&A Strategy
» The through-cycle outperformers did 1.8 times more deals during the downturn.
Many did multiple deals using a programmatic M&A strategy.
» Programmatic M&A is not purely a volume play; it's a strategy for systematically
building new businesses, services, and capabilities.

» Programmatic M&A is not about meeting a deal quota but rather about building a business
or capability through a series of deals—maybe combined with organic business builds—to
create something new and substantial.

» In digital M&A, there is often a high focus on talent retention.

— Divestitures Play

» They sell business segments that no longer fit the portfolio or make strategic sense
to gain the dry powder, if you will, to make moves that make more sense.

cklnsey com/business- functlons/strategy and-corporate-finance/our- |nS|ghts/growth through a-downturn
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Growth through a Downturn (2020) @)POLab

[0 Some Notes...
® Notel: Having your CEO on board

® Note2: Develop Digital Tools and Capabilities
— When digital is radically changing the corporate cultures, that makes it an
opportune time to integrate digital natives. All of us need to learn digital tools.

— Firm-specific: invest in the front end of digital, in terms of reaching more
consumers, or prioritize the back end, to make processes more efficient.
— Traditional channels to online channels

» One skin care manufacturer had salespeople posting their own videos with skin
care tips. They paid influencers to drive demand. They live-streamed Valentine’s
Day events. They reallocated resources and innovated how to reach customers.

® Note3: Set the Bar High

® Note4: Not Stuck on Your Core Business (making big moves outside of the core...)

— Systematically look at multiple directions of growth and allocate our portfolio to
make sure you are ready in the right markets when opportunities emerge.

— NOT think about strategy in incremental ways, as just tweaks to the budget
from last year. The executive team needs to adopt a bolder mindset. If that
mindset is there, everything else is doable.

https://www. mcklnsey com/business- functlons/strategy and-corporate-finance/our- |nS|ghts/growth through a-downturn
444 B3 it 9 %% @NTU | and Economic Cycle ZREEAFaFEE ) 12
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0 Lean (identify non-value-added process and remove it)
® Value and Conflict: Value Stream Mapping (VSM)

® Waste elimination (8 muda, Womack and Jones, 2003)
— 1. Transportation

— 2. Inventory ET R R
— 3. Motion

— 4. Waiting

— 5. Overproduction

— 6. Overprocessing Al 2E P~ &4
—7. Defects Lk "3‘ s AR AR =

— 8. Eschewed Talents

® Continuous flow B AT R e >
— Line Balancing

® Pull production system
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