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Business Strategies — Covid-19 Crisis and Business Strategy

9.1. The CoV2-Pandemic | - Definition of a Pandemic

A pandemic is an epidemic occurring on a scale that crosses international boundaries,
usually affecting people on a worldwide scale.

In 2014, the United States Centers for Disease Control and Prevention adopted

the Pandemic Severity Assessment Framework (PSAF) to assess the severity of pandemics
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9.1. The CoV2-Pandemic Il — Death Toll of Pandemics
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Business Strategies — Covid-19 Crisis and Business Strategy

9.1. The CoV2-Pandemic Il — Basics about the Virus

Coronaviruses (CoV) are a large family of viruses that cause illness ranging from the
common cold to more severe diseases such as Middle East Respiratory Syndrome
(MERS-CoV) and Severe Acute Respiratory Syndrome (SARS-CoV-1). A new strain of
coronavirus (SARS-CoV-2) causes Coronavirus disease 2019, or COVID-19, which
was declared as a pandemic by the WHO on 11 March 2020.

Coronavirus disease 2019 (COVID-19) is a contagious disease caused by severe acute
respiratory syndrome coronavirus 2 (SARS-CoV-2). The first case was identified in Wuhan,
China, in December 2019. The disease has since spread worldwide, leading to an ongoing
pandemic.

In human history, it is generally zoonoses such
as influenza and tuberculosis which constitute
most of the widespread outbreaks, resulting
from the domestication of animals
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Business Strategies — Covid-19 Crisis and Business Strategy

9.1. The CoV2-Pandemic IV — Facts and Numbers
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Business Strategies — Covid-19 Crisis and Business Strategy

9.1. The CoV2-Pandemic V— Melinda and Bill Gates on Covid-19

It's not too soon to start thinking about the
next pandemic

.-v’ L@ . Our 2021 Annual Letter
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X Global Health
'\ /) Went Loeal
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BILL AND MELINDA GATES 3
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The unfortunate reality is that COVID-19 might
not be the last pandemic. We don’t know when
the next one will strike, or whether it will be a

U, a corongvirys, qQr.som w, disease we've
f the hard {hi

0 prevent tb ship of this last year from
pever seen efore. i
appening again, pandemic preparedness must

be taken as seriously as we take the threat of
Stepping the next pandemic will require

spending tens of billions of dollars per year—a
big investment, but remember that the COVID-
19 pandemic is estimated to cost the world

$28 trillion. The world needs to spend billions

To start, governments need to cosatijawe riltistingdn dhe ocientifici kool of
that are getting us through this ¢clarsend) pandemic
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9.1. The CoV2-Pandemic VI — Pandemics a New Megatrend?

European Environmental Agency Study 2014:

Global megatrend 3

Changing disease burdens and risks of
pandemics

Pandemics
work as

Roland Berger Consultancy 12/2020 identifies pandemics as el

one out of different threats to global health:

Selected global health challenges

a @,

The climate crisis Anti-microbial Putting new Providing global Closing the global
as a health crisis resistance (AMR) technology to use access to medicines health care gap

megatrends
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Business Strategies — Covid-19 Crisis and Business Strategy

9.2. Macroeconomic Consequences | — Global GDP and Trade

Annual growth of global GDP [%]

Latest World Economic Outlook growth projections
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9.2. Macroeconomic Consequences Il — ,Slowbalization“?

Chart 1: World merchandise trade volume, 2015Q1- Globalization is in retreat for the first time since World War Il
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Business Strategies — Covid-19 Crisis and Business Strategy

9.2. Macroeconomic Consequences lll — Unemployment short term

Unemployment rate Total, % of labour force, Jan 2019 — Mar 2021
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Business Strategies — Covid-19 Crisis and Business Strategy

9.2. Macroeconomic Consequences IV — State Deficits

THE 2020 BUDGET DEFICIT IS CURRENTLY
PROJECTED TO REACH $4.2 TRILLION
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Business Strategies — Covid-19 Crisis and Business Strategy

9.2. Macroeconomic Consequences V — Inflation

Peter Bofinger 2021 (German Prof. on Macroeconomics):

Menu  Q Search Bloomberg Opinion SignIn
Economics

Worried About Inflation After Covid?
Don’t Be

?7?

No pressure from the wage side due to a still high
unemployment rate.

Structural changes in mobility behavior (less travels)
ease the pressure from the oil price side.

Higher state deficits will not cause inflation as long
there are no restrictions on the supply side.

The only risk could be a one time effect through higher
consumption after lockdowns (due to higher national
income savings ratio).

Annual inflation rate (%)

Euro area -—

)
RORNWAUD
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9.2. Excursus: Inflation Impact after Febr. 24, 2022

Energiekrise
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Business Strategies — Covid-19 Crisis and Business Strategy

9.2. Excursus: Inflation Impact after Febr. 24, 2022

Inflation rates were already alarming before the
war broke out: In February, inflation in the euro
zone was 5.8 percent. This is the highest value

Clecaans upg e ohteel Murgog Ifo Institute:

“The Ukraine war is not just a military and
geopolitical turning point. It is also changing the
economic situation.”

“This affects both the short-term economic

Wevelpifragon 30d b medi 8vstereus eerteds Baink can't afford to wait any longer

goanah andaorasnetibyn herede riskioN, 3/13/22)

stagflation. (HB, 3/13/22)

Joseph Stiglitz declared yesterday that “we are not facing an inflation crisis.” At a

panel discussion ...... he argued that the economy is “not likely to have the type of
_price i ' ' ”(NYT 3/4/22)
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Business Strategies — Covid-19 Crisis and Business Strategy

9.3. Covid Impacts on Business Models | — Sector Impacts

Spendings during Covid Crisis in the USA

Total -583

Food services and accommodations -186
Transportation -174
Health -148

Recreation -86

Other goods and services -83

Clothing, footwear, and related services -54

Education -19

Communication -4
Financial services and insurance 10
Consumer durables 19
Housing, utilities, and fuels 59

Food & beverages (off-premises consumption) 84

-600 -500 -400 -300 -200 -100 0 100

Source: WEForum Feb
2021
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9.3. Covid Impacts on Business Models Il — Profitability Impacts

Coronavirus impact matrix - Tourism & travel, airlines and
retail will be badly hit on both liquidity and profitability fronts

A

High Tourism &
Travel
= l& Finar‘wcial m Retail Airlines
S = Services =l (excl. FMCG)
£ omue . 29 Automotive
= l ! Mechanical Q
— H N/ \ -
o =m_4a Engineering .I.B.'l. ,._..
3 vy Oil &Gas Logistics
- pu@ Pharma & O
(+) Medtech @ Construction
» High
Low Short-term liquidity impact
Source Roland Berger Bengouenlel ‘
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Business Strategies — Covid-19 Crisis and Business Strategy

9.3. Covid Impacts on Business Models Ill — Value Chain Impacts

The impact on the value chainis significant

Global value chains are being severely impacted along all dimensions. Built for efficiency, today’s supply chains cannot be easily
switched to a state of effectiveness and responsiveness, especially in a time of stress where customer and product segmentations

are changing so rapidly. And the biggest challenges may be yet to come.

Examples of challenges across the value chain:

a 000
= = = W
e o
Suppliers Manufacturing Logistics Sales People
Significant Factories in quarantine, Travel restrictions Consumers shifting Quarantine measures

challenges in

e.g. quarantine and
trade restrictions.

Consumers
concerned with
traceability and
source country of
products.

distributing supplies,

production plants totally
shutdown.

Production challenges
due to lack of raw
materials availability.

including airports, roads,
trains and ports.

Extra time for potential
special screening and
cleaning of shipments.

Market closures.

Carriers suffering
shortage of drivers /
driver man-hour
restrictions.

demand away from
stores to online and
prioritizing 'need’ vs.
‘want’ purchases.

Stores are closed or
have shortened hours,
with mass inventory
depletion due to panic
purchases.

cause labor shortages
and temporary
unemployment.

Workers preferring to
stay/work from home or
in quarantine and those
in service industries
unable to do so.

Concerns over people's
health causing a
reduction in
productivity.

RAPID RESPOMSE: A pragmatic approach to maintaining supgly chain resilience in times of uncertainty

Source: Accenture 2020
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Business Strategies — Covid-19 Crisis and Business Strategy

9.3. Covid Impacts on Business Models IV - Future of Work

Trends accelerated Work arenas with high physical proximity were most disrupted short term
by COVID-19 during COVID-19, and some will see enduring effects.

(e )

20—25% of workers in

and training

O Classroom .
advanced economies [[l_IF Transportation
could work remotely

3+ days a week on a

§ L Leisure and
long-term basis On-site travel

customer 1o —%%
interaction L g Outdoor O

of goods

2—5x growth in % production and
e-commerce, as a |_|_| maintenance
surge in digital Computer- g
platforms is underway based

— office work Medical

o care
Uptick in use of

111}
robotics, robotic Personal Q Home
prc:::lss automation, care ﬁ % support
an
Indoor production

and warehousing
ooo

Source: McK Global Institute,
Feb.21

https://www.mckinsey.com/featured-
insights/future-of-work/the-future-of-work- Bild
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9.3. Covid Impacts on Business Models IV — Example: Lufthansa

Aviation industry grounded - 2020 world passenger traffic collapses

Commercial flights
in thousands up to

A -500bn $

European Sky
gross passenger
During Corona
revenues

B Vs previous year
»
up to _3 bl"l (-65%)

>16,000 aircraft European Sky passengers

Parked worldwide Pre-Corona

VS. previous year

} COVID19 effect on commercial aviation significantly larger than previous external shocks

Source: Lufthansa, Investor Relations, Jan.2021
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9.3. Covid Impacts on Business Models IV — Example: Lufthansa

. . Passenger Recovery by Region
Recovery of air traffic expected to be slow - retu m_

fO reca St by m | d Of the d eCad e Expected Passenger Recovery by Region (IATA)
IATA forecast of passenger development
122%
G illions
Slobal RPK, trillions per year 114%
12 - Pre-COVID19 baseline 108%
New 2019 level 106%
baseline [T T T T T T T T T e T e T e
10 A forecast
Range of
g 4 uncertainty
‘] i
4 -
21 e by s G|0bal Europe
2024 s Asia Pacific s North America
O T T T T T T T T T T T T T T T
2010 2012 2014 2016 2018 2020 2022 2024
2021 2022 2023 2024

Source: Lufthansa, Investor Relations, Jan.2021 and 2022
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9.3. Covid Impacts on Business Models IV — Example: Lufthansa

10,

Cars
our «
focu
than

With
mair

Key figures 2020

Capturing Market Opportunities

Enhancing our offering to secure share in
strategic markets and capitalize on s .'
the shape of the recovery

Accelerating
Digitalization

Digitalizing the Group to drive superior
customer experience,

revenue quality |

and efficiency

Source: Lufthansa, Investor Relations, March 2021
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Business Strategies — Covid-19 Crisis and Business Strategy

9.3. Covid Impacts on Business Models IV — Example: Lufthansa

Crisis requires long-term restructuring to right-size business for future

Business
Units
Targeted cost reduction® by 2024 compared to 2019:
EUR 3.5 billion
ReFoct
Corporate

Paortfolio optimi
partnering oppol

Personnel cost Operational Fleet
VENGIOEICH reduction simplification & modernization &

overhead reduction standardization

Source: Lufthansa, Investor Relations, Jan.2021 and 22
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9.3. Covid Impacts on Business Models IV — Example: Lufthansa

Workforce reduction in GER? sofsepao, 2y

fixed in 2021 realized in 2021

3,000

up to 3,000

remaining reduction?

Workforce overview

23%)

138,000

107,000

Dec31,’19  Sep30,'21

Source: Lufthansa, Investor Relations, Jan.2022

Intercontinental
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Small

Freighter
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Business Strategies — Covid-19 Crisis and Business Strategy

9.3. Covid Impacts on Business Models IV — Example: Lufthansa

Pilot customer for the SB I i
first industrially

roduced power-to- -
ﬁquid fuelﬁn Germany Commitment
for 2030

Leasing agreement Largest buyer of
concluded for an sustainable aviation Absolute CO, Reduction Target 2030 (vs. 2019)
additional four fuel- fuels (SAFs) in Europe
efficient Airbus A350-
900 aircraft Commitment

to invest Key drivers -

USD 250m =  Fleet modernization

until 2024 = Increase of operational efficiency

. Increased use of SAFs

Source: Lufthansa, Investor Relations, Jan.2022
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9.3. Covid Impacts on Business Models IV — Example: Lufthansa

Core business

9 Lufthansa Technik

Lohs
n / 4
P .

& Lufthansa Cargo

Evaluation of partial Divestiture targeted
divestiture options once fair value can be
ongoing realized

Source: Lufthansa, Investor Relations, Jan.2022

© Dr. Josef Fidelis Senn Business Strategies
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9.3. Covid Impacts |Tep 10 luxury goods companies by sales, FY2020 uxury Goods Markets
Worldwide luxury market, 202 FY2020 Change FY2020
Luxury in Luxury
goods ranking goods
sales from Country of sales
ranking FY2019 Name of company origin (USSM) 0 1140
1 - Ig‘ué‘MH Moét Hennessy-Louis Vuitton ~ France 33976 jmr —
55(2 - Kering SA France 14,930
3 = The Estée Lauder Companies Inc. United States 14,294
4 = Compagnie Financiére Richemont SA  Switzerland 13,183
283 5 - L'Oréal Luxe France 11,602
K 6 = Chanel Limited United Kingdom 10,108
7 - EssilorLuxottica SA Italy 8,793
Year-over-year Personal Lux{ & t+1 PVH Corp. United States 8,380 Luxury Total
(YoY) growth, luxury cal cruises  2021E
at current goods 9 | i Hermeés International SCA France 7282 B
exchange rates
10 } 2 Chow Tai Fook Jewelry Group Limited China/ 7196
ARmEEEREHERLAE Hong Kong SAR
YoY 2020-21E +29% +7 %l o —40%/42% +13%/15%
Top 10 129,744 vs. 2020
Top 100 252,270
YoY 2019-21E +1% +0% P Yo —80%/—85% —9%/—11%
Top 10 share of Top 100 51.4% vs. 2019

Source: Bain&Company 2022

© Dr. Josef Fidelis Senn Business Strategies 26



Business Strategies — Covid-19 Crisis and Business Strategy

9.3. Covid Impacts on Business Models V — Example: Luxury Goods Markets

Share of global personal luxury goods market,

Share of global personal luxury goods market,

by consumer nationality (€ billions, 2019-21E) by reiicm (€ billions, 2019-21E)
281 283 281 283
Rest of world 6% 4%—6% Rest of world 4%
Other Asian 13% 10%—12% Rest of Asia 15%
H o,
21%-23% China 11%
Chinese 33% Japan 8%
6%—8%
i 0,
Japanese 10% AL S
30%—32%
American 22%
Europe 32%
25%
European 17% A
2019 2021E 2019 2021E

Source: Bain&Company 2022
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Business Strategies — Covid-19 Crisis and Business Strategy

9.3. Covid Impacts on Business Models V — Example: Luxury Goods Markets

The core personal luxury goods market fell by 23% in 2020, COVid"I 9 haS Sped ﬁve key
trends in the industry

to €217B worldwide.

'96-"19 CAGR: 6%

The shift toward
local purchases

— With the large drop in tourism, .
more purchases are being made
locally, a trend we expect to Younger consumers in 2020 were
remain postpandemic more resilient than older

generations and are poised to
spark the rebound

200 —

The dominance of digital

In 2020, online sales skyrocketed

at a pace equivalent to five years The evolving nature
of growth. By 2025, it will consist of the store

of 1/3 of total market value

7

100 —

Retail networks will need to be
redesigned around the customer—

0— " especially the ergonomics, location
1996 2000 2005 2010 2015 19 20 The changing role of brands NSNS/

Estimated Brands will exert more control
That'’s the first drop since 2009 and the largest recorded since over wholesale channels and shift
we have been tracking the industry. from being “producers” to
“broadcasters” amid increased
Despite the downturn online shopping soared from 12% to 23% appetite for accessibility

Source: Bain&Company 2021
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9.3. Covid Impacts on Business Models V — Example: Luxury Goods Markets

After its worst dip in history, the personal luxury goods market
experienced a V-shaped rebound in 2021

Democratization

“Sortie du temple”

” 139"
116 122 122 120 128

'00

—
'96 - '19 CAGR

+6

Crisis  Chinese Acceleration Reboot

New Covid Re-

167 iii

281

19 -21E YoY

20 - 21E YoY
+1 o, oo

+29q, ..

Constant
+3 1 Constant +4% exch. rates
O exch.rates

262 Bkl
254
4
2544 7 18
220

Normal Crisis bound

€283B

Recovery mainly driven by US
and China

Online Channel nearly
doubled, secondhand market
thrived

Online and monobrand stores
are the key channels
Increasing market
concentration but room for
»rising stars”

Luxury goods industry came
out of the crisis with more
strength, resilience and agility

Source: Bain&Company 2022

© Dr. Josef Fidelis Senn

Business Strategies

29




Business Strategies — Covid-19 Crisis and Business Strategy

9.3. Covid Impacts on Business Models V — Example: LVMH

2020 ANNUAL RESULTS

T S % GETTING READY FOR THE RECOVERY

g (> Q-leO"O >, o e " A
F Y Y Y Y Y Y Y Y yommhwirs
P oy P P T

30

| Maintain vigilance in an economic environment disrupted by major global health crisis

| Remain focused on preserving value of our brands, quality of our products *
and their distribution

| Ensure rapid integration of Tiffany within the Group

| Pursue digitalization of our Maisons to enrich customers’ experience
both online and in stores

| Accentuate Group's commitment to preserve the environment *
and corporate responsibility

| Build upon entrepreneurship and agility of our organization

REINFORCE LVMH'S GLOBAL LEADERSHIP POSITION IN LUXURY GOODS IN 2021

LVMH
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Business Strategies — Covid-19 Crisis and Business Strategy

9.3. Covid Impacts on Business Models V — Example: LVMH
2021: a record year particularly for Fashion & Leather Goods division

REVENUE PROFIT FROM RECURRING OPERATIONS OPERATING FREE CASH FLOW
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Business Strategies — Covid-19 Crisis and Business Strategy

9.3. Covid Impacts on Business Models V — Example: LVMH

Wines & Spirits — Sustained demand in the US and strong rebound in China
1n a context of tight supply constraints
. el ) N . .
Fashion & Leather Goods — Remarkable performance of Louis Vuitton,
C/?izstwlz Dior, Fendi, Celine, Loewe and Marc Jacobs

Watches & Jewelry — Strong rebound of activity in own stores
and successful integration of 7iffany

er fzmzas & Cosmetics — Strong growth of perfume and skincare
and contimued selective distribution

Other brands

Other brands

Parfums Christian Dior Guerlain
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Business Strategies — Covid-19 Crisis and Business Strategy

9.3. Covid Impacts on Business Models V — Example: LVMH

Strong organic growth particularly driven by outstanding performance
of Fashion & Profit from recurring operations over 17 billion euros
donbled versus 2020 and up 49% versus 2019

2021 revenue by bu

Profit from recurring operations by business group (in million of euros)

2019 2020 2021 Change vs 2019
Wines & Spirits 1729 1 388 1 863 + 34% + 8%
Wines & Spirits Champagne & Wines 690 488 762 + 56% + 10%
Fashion & Leather Goods Cognac & Spirils 7039 900 1101 + 22% 6%
Perfumes & Cosmetics Fashion & Leather Goods 7344 7188 12 842 +79% + 75
Watches & Jewelry Perfumes & Cosmelics 683 30 684 =200% 0%
Selective Retailing Wastches & Jewelry 736 302 1679* >200% £ 128%
Other activities and elimi; | Selective Retailing 1395 (203) s ns 62%
Other activities and eliminations (383) (450) (451) ns ns
* with comparable structure and ex
The structuralimpactfor the Groug Operating margin (%) 21.4% 18.6% 26.7% +8.1 pts - 5.3 pts
* Non-<comparable structure.
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Business Strategies — Covid-19 Crisis and Business Strategy

9.3. Covid Impacts on Business Models VI — Conclusion: Next Normal

McK 2021: The next Normal arrives:

The COVID-19 crisis has created an
imperative for companies to reconfigure
their operations—and an opportunity to
transform them. To the extent that they
do so, greater productivity will follow.

Why Sustainability
is the new digital -
and Green is the
new colour.....
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