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*A note of caution, the narrative and data around this subject move at speed.
Data points are outdated almost immediately. We will, therefore, do our best to
update this material quickly, as events unfold.
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Almost every 2020 business plan was rendered
irrelevant in the first quarter of the year.

These same business plans are now being re-written
against a backdrop of extensive commentary, while
theories regarding recovery and relapse play out in the
background.
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But plans rely on a degree of certainty,
On factors that should only vary by small degrees,
On variations that have some perceived probability.

How then, do we possibly plan in the context of such
uncertainty?



66 |f you think you can predict the consequences, then
have a look at a few company annual reports from
2019. They all have a section on “risk”. They tend to
talk about things such as Brexit or government
regulation. None of them mentions a devastating
global pandemic and the biggest drop in financial
markets in history. It feels like they were written in
a parallel universe.”

- Craig Mawdsley, Joint Chief Strategy Officer,
AMV BBDO


https://www.campaignlive.co.uk/article/world-changed-forever-ready/1678192
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BUSINESSES ARE COMFORTABLE WITH RISK

But less so with the extreme uncertainty that we are now facing

With risk we have a sense of the potential outcomes and we know the odds of these outcomes.

Crucially we can evaluate and manage risk.

It will appear that a measurable uncertainty, or “risk” proper, as we shall use the term, is
so far different from an unmeasurable one that it is not in effect an uncertainty at all. We
shall accordingly restrict the term “uncertainty” to cases of the non-quantitative type. 55

Risk, Uncertainty, and Profit. By Frank H. Knight

RISK UNCERTAINTY

“Risk needs to be managed, but not “We don’t even know the possible outcomes
eliminated - because risk is also where in advance, let alone their

competitive performance is created.” (How probabilities. Genuine uncertainty occurs in
strategy turns uncertainty into risk, Faris complex systems, where lots of actors

Yakob on WARC) interact over time - the economy, for

example.” (Business Insider, Link)

Source Business Insider Link


https://www.businessinsider.com/difference-between-risk-and-uncertainty-2013-3?IR=T
https://www.businessinsider.com/difference-between-risk-and-uncertainty-2013-3?IR=T
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We can’t manage and evaluate uncertainty but we can
plan around it.

Much of the current commentary is about the new
normal. Our belief is that we will exist in a state of no
normal for some time to come.
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We all need to become more comfortable and adept at
scenario planning. For business and for brand.




BBDOKNOWS THE SHAPE OF RECOVERY IS HARD TO PREDICT

But there are several scenarios

We cannot avoid a recession. The path back to growth under Covid-19 will depend on a range of

factors, which can be considered across potential scenarios:
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*Model based on past event

SOURCES: Forbes. Apr 19 2020 LINK, Harvard Business Review, March 03, 2020LINK


https://www.forbes.com/advisor/investing/covid-19-coronavirus-recession-shape/
https://hbr.org/2020/03/what-coronavirus-could-mean-for-the-global-economy
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FRANCE | wasmsrerssnc s samns W DOWN

The rst case of COVID-19 in France was reported 124 days 290 90
34/01/2020, Sce then, the country has reported 183,038 cases, and
26,599 s,

Contirmes new cases
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PROPOSED SCENARIOS WILL DIFFER BY GEOGRAPHY

Trajectories vary worldwide
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Max: Hubei, China 4 Recovering
14,840

# of new
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Days since first 100 infections

Max: Beijing, China 3 Recovering
29

# of new
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Days since first 100 infections

Max: Shanghai, China
52

\ Recovering

# of new
cases

Days since first 100 infections

Source: Johns Hopkins University April & May Data Link

Max: South Korea
851
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# of new
cases

Days since first 100 infections

Max: Singapore A Increasing
386

# of new

cases

Days since first 100 infections

Max: Japan
863

—> Stable

# of new
cases

Days since first 100 infections

Max: Italy
6,557

—> Stable

# of new
cases

Days since first 100 infections

Max: Germany ™\ Recovering
6,933

# of new

cases

Days since first 100 infections

Max: us
35,098

—> Stable

# of new
cases

Days since first 100 infections


https://coronavirus.jhu.edu/data/new-cases
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PROPOSED SCENARIOS WILL DIFFER BY CATEGORY

Impact varies enormously

Extent of disruption

Through 2020,
assuming an
Next 4-6 weeks effective
response from
the Government

I High impact Neutral or low impact
Medium impact [ High demand/opportunity

“vu: ) Positive driver Negative driver

Government
support/ announced
infrastructure plans

Travel Restriction /
Reduced Travel /
Lockdown in NZ

Supply Chain
Interruption

Influencing Factors

Reduced
Consumption/
Interruption to

Retail Operation

Working Capital
Pressure

Retail trade

Construction

@

Agriculture &
Fishing

Air Travel

9@O®

Wholesale Trade

Q@ Q@@

@
@

QOPBEE®

Tourism

Q©OOOO@®

Manufacturing

@

@

Telecommunications

Electricity, Gas,
Water & Waste

Q®@

Transport, Postal &
Warehousing

Qe

Consumer Goods
(Luxury Goods)

@@

Rental and Real
Estate Services

@

@@

Q@@

Source: Deloitte, Link


https://www2.deloitte.com/nz/en/pages/strategy-operations/solutions/strategic-scenario-planning-for-covid-19.html
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" FORESIGHT
FACTORY

Scenarios summary

“The global economy and many major
‘economies enter a deep recession inthe first

half of 2020. Global GDP willsce a severe.
contraction of 5.0% n 2020.

The impact onthe wider economy is
significant. World trade contracts for only the
second time since the mid-1980s.
Employment falssignificantly.

(Grouth retums towards the end of 2020, Most
‘economic actvty is delayed rather than
destroyed entirely - supported by policy
stimulus that creates positive conditions for
growth.

Deloitte

Mild economic case.

Economic activity rebounds n late 2
slow, but speeds up insecond half o

PROPOSED SCENARIOS WILL DIFFER BY OPINION

But most agree on a simplified model including three key scenarios

Downside scenario

Sharpor falsin GDP growth. The global
conomy contracts by upto 8% in 2020, and
all major economies suffe from severe

Upside scenario

The global economy stil enters a recession,
but GDP growth contracts by only 29%in
2020.

P ! abily to

g for a rapid easing oflocke

o
shortterm; extont to which the crisis has
lasting effects on behaviour.

lasts h

u50 tochnology to resume

part of 2020.

Harsh economic case

E D
continued fiscal support, consumer spending
bagins to accelerate in Q3 2020,

Severe economic case

United tates

Scenario 1 Scenario 2 Scenario 3
o ' u S ' T 5

// E \\\\ /\/\»,,i

n e Nt omar ——3

Exhibit 4 | Estimates for Full-Year Economic Loss in the Flatten Phase

m Pretmioary fpres

Depth of 20-25%
Economic Loss
(Weekly
economic (oss

7 weeks 10 weeks 13 weeks.

Duration of Flatten
(Weeks in lockdown)

European Urion

EUROMONITOR
INTERNATIONAL

*Please refer to full screen versions of the above in the Appendix

Euro area real GDP under the mild, medium and sevel
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There is no one size fits all approach.

But there is broad agreement that one of three scenarios
will play out, allowing us to prepare for best case, worst
case and something in the middle.



€6 There is no playbook for this.. You can’'t be 100
per cent focused on this crisis and you can’t be
100 per cent focused on the future.”

- Grant F. Reid, CEO Mars,


https://www.mars.com/news-and-stories/Grant-Reid-Future-Mars?utm_source=linkedin.com&utm_medium=social&utm_campaign=grant-reid-times

BBEDOKNOWS

JAN JUNE FUTURE

We can no longer solely focus on the now, nor can we solely focus
on the future. We have to balance both and plan accordingly.

In our original COVID-19 paper we talked about the need to plan 3
months ahead.* Now we have to move from the three month
framework to mid to long-term scenario planning.

* Please request BBDO Knows Coronavirus, What you need to know, now from the team: bbdo@bbdoknows.com



mailto:bbdo@bbdoknows.com
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The following scenarios are based on the evaluation of
multiple approaches and analyst briefings, the most recent
dated 28th May 2020.

We have chosen to outline the scenarios offered by Oxford
Economics and our partners at the Foresight Factory. We
believe their approach, which seeks to marry economic
scenarios with consumer need and trend shifts, to be the
most relevant and applicable.

Sources: BCG, McKinsey, Deloitte, Euromonitor, European Central Bank, Salesforce, Oxford Economics, Foresight Factory



SCENARIO INPUTS
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In any scenario multiple inputs must be made and
multiple external factors must be considered.
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These factors are inextricably linked.

These factors vary across geography and category.
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SCENARIOS TAKE INTO ACCOUNT MULTIPLE INDICATORS

All of which are inextricably linked

EPIDEMIOLOGY

e Success in treating the virus - effective .
treatment .
e Success in preventing the virus - vaccine

*+ Length of time before either of the above is

POLICY

The length of lockdowns
The scale and effectiveness of policy
responses (furlough schemes, loans to SMEs,

industry bailouts, central banks and interest

available rates/QE)
* Restarting of economies » Consumer spending and consumer confidence
* The scale of financial distress (the ability of « The private sector’s precautionary saving

financial markets - and companies/consumers

- to access credit)

ECONOMY

Source: Oxford Economics and Foresight Factory Briefing 28t May 2020

response (consumers/companies choosing to

save, not spend as much)

CONSUMER



And their variations
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While some consultancies offer up to fifteen scenarios,
the vast majority offer three: best case, worst case,
and somewhere in the middle.




BBDOKNOWS SCENARIOS

From optimistic to pessimistic

T2
AR

UPSIDE SCENARIO

2020 recession: global GDP contracts
by 2.9%

Growth returns: H2 2020

Outline: Economic activity rebounds in Outline: Crisis principally affecting the Outline: Deep and prolonged recession
late 2020 as the virus dissipates. supply slide of the economy, not in the West affects supply chains and
consumer demand. consumer demand

NOTE: Most analysts,
consultancies, economists etc.
currently agree that the Central
Scenario is the most likely.*

With some arguing the % of
likelihood, up to 35-45% likely.

\_ /

Sources: Foresight Factory based on Oxford Economics model, Euromonitor. *This scenario is not always termed the Central Scenario




SHAPE OF THE

BBDOKNOWS SCENARIOS: MAPPED TO OUTBREAK AND RECESSION CURVE

SHAPE OF THE

UPSIDE SCENARIO CENTRAL SCENARIO N K DOWNSIDE SCENARIO
) 2020 recession: global GDP contracts by 4.8% A1 I 2020 recession: global GDP contracts by up to 8%
. 0,
f;?fxtffztsj:z: S‘ZoggggDp contracts by 2.9% Growth returns: End 2020 (after previous g's Growth returns: H2 2021 or 2022 in a more severe scenario
' being negative) - H1 2021 (in case of multiple secondary peaks)
- The length and quantity of secondary peaks
X — and resulting secondary lockdown periods
7 g — will have a direct correlation with the
Qg S economic impact of the pandemic.
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UPSIDE SCENARIO

2020 recession: global GDP contracts by 2.9%

BEDOKNOWS

Growth returns: H2 2020

This least likely scenario relies on one of these
unexpected developments:

Faster than expected medical breakthroughs (effective
treatments, unlikely that vaccination will be quicker than
12-18 months)

Possible technology effect - people embrace online
fully and fast and this drives the return to spending
faster than expected, online

Government intervention proves very effective and
helps many firms survive this blow

Unemployment figures are not as bad, as people move
Lo newly crealed jobs

SCENARIOS: MAPPED TO MACRO IMPACT

1\

N K
AR

CENTRAL SCENARIO

2020 recession: global GDP contracts by 4.8%
Growth returns: End 2020 (aller previous d's
being negative) - H1 2021

This scenario expects that activity will be delayed until the
end of the year rather than completely destroyed. However,
this depends on the crisis effecting predominantly supply
and not consumer demand and confidence:

«  Agradual and successlul casing of Lhe lockdowns
introduced across the world

« A much deeper recession than the last, but a shorter one
«  Expecting growth to return to pre-COVID baseline
expected only in 2021, potentially starting to show by Q4,
this year.

A gradual restarting of economy supported by policy
(furlough and government backed loans, etc).

This central scenario doesn't let any economy escape -
most will have a deep recession and shrink by 7%. In
January, Oxford Economics were expecling 2% growlh Lhis
year. It's now expected it will shrink by 8% in the UK.

¢« Growth is in decline.

*  World Trade will contract for the second time since the
mid 80s.

«  Employment will take a hit as it does whenever there is a
fall in demand.

«  Qil prices will continue their decline. This benefits
companies that import oil, which could improve consumer
spending. Will also benefit companies which produce oil
(US and Russia).

*  CPlinflation (what we use to measure inflation in the
shops) will fall.

DOWNSIDE SCENARIO
2020 recession: global GDP contracts by up to 8%

N

Growth returns: H2 2021 or 2022 in @ more severe scenario (i

case of multiple secondary peaks)

A deeper and longer lasting downturn affecting supply
chains and consumer demand.

More pessimistic and second most likely outcome. Assumes
lockdowns need to be reinstated regularly on the grounds
that the virus can't be controlled or supressed in the ways
that we would like.

Factors that skew central scenario into this downside:

«  Policies are ineffective in spread, third and fourth waves
of infections

*  Mobility reduced due to localised lockdowns

*«  Cenlral banks and governmenls unable Lo inslil
confidence in industries and employers

«  Unemployment peaks at 10% globally

«  Limited ability of policy makers to shield economy
(government backed loans, etc)

«  Start of a financial crisis

«  Sharper falls in GDP, global economy contracts by 8%

*«  The down period lasts longer and takes longer to
come out of the other end



BBDOKNOWS SCENARIOS: MAPPED TO SOCIETAL IMPACT

CENTRAL SCENARIO N K

2020 recession: global GDP conlracls by 4.8% 7l R
Growth returns: End 2020 (after previous g's
being negative) - H1 2021

DOWNSIDE SCENARIO
2020 recession: global GDP contracts by up to 8%

Growth returns: H2 2021 or 2022 in @ more severe
scenario (in case of multiple secondary peaks)

UPSIDE SCENARIO /P
2020 recession: global GDP contracts by 2.9%

Growth returns: H2 2020

Outline: Deep and prolonged recession
in the West affects supply chains and
consumer demand.

Outline: Economic activity rebounds in Outline: Crisis principally affecting the

late 2020 as the virus dissipates. supply slide of the economy, not
consumer demand.

» Increased social cohesion > Increased social cohesion » Digital further embedded - digital

» Digital acceleration » Digital acceleration with permanent living becomes the norm

» Increased respect for public behaviour shifts online (e.g. e- » More people become comfortable
institutions and local governments commerce) with online activities

» Hygiene and overall preparedness
remain on people’'s agendas

» Centralised surveillance becomes
more commaon




BEDOKNOWS

UPSIDE SCENARIO

2020 recession: global GDP contracts by 2.9%
Growth returns: H2 2020

SCENARIO
MINDSET

BEHAVIOUR
SHIFTS

Having moved on from
immediate worry, fear

and panic, people

retain a focus on being
prepared “just in case”
for the longer term

More people are
more comfortable

online

CENTRAL SCENARIO

SCENARIOS: MAPPED TO CONSUMER IMPACT

N K

2020 recession: global GDP contracts by 4.8% AR

Growth returns: End 2020 (after previous g's

being negative) - H1 2021

A sense of
uncertainty about

the future remains

heightened

(7]

Increased sense of
self-reliance
amongst individuals,
households,
communities and
nations - having
survived through the
crisis in isolation

Creativity on the

rise as people seek

to take control of
the challenging
circumstances

NS

_‘O'_

DOWNSIDE SCENARIO

2020 recession: global GDP contracts by up to 8%
Growth returns: H2 2021 or 2022 in a more severe
scenario (in case of multiple secondary peaks)

Protective
mindset and so-
called siege
mentality persist
or reappear for
those who will be
impacted further
down the line

Self-reliance of
individuals,
households,

communities and

nations turns to
prolonged
isolation.

Online living
becomes the norm

k)

» Ensuring

provisions

» Financial

planning.,
savings

» Maintaining

well-being.
self-care

» Seeking

hygiene-related
features and
reassurances in
products and
experiences

>

i

“In person” no
longer the
default way of
doing things

Remote
solutions for
everything
become an
expectation

{}

» Delaying and

careful spend
planning

» Demand for

flexibility

> Treats and

little luxuries
are essential

< _

» Local living on
the rise due to
increased sense
of connectedness
to local
community

> Retained self-
sufficiency
(cooking, beauty
learning etc)

» Empowerment to
stick to better
habits, change

ways of living etc.

V]
-

As distancing
measures and
economic
challenges
persist
creativity will
explode (as it
does under any
constraints)

People and
businesses
show resilience
by coming up
with creative
solutions and
new ways of
living in crisis

il

» Focus on
meeting basic
needs and the
immediate term

» Disengagement
from longer
term plans and
big purchases

» Bargain
hunting.
trading down
and off

» Demand for
treats

< =

The home
continues being
the reduced
physical
universe people
inhabit

Local living
because there
is no other
choice

Demand for
escapism

» Remote
becomes the
only way for
many areas of
life - and
remote
solutions
become
increasingly
sophisticated
to meet
demand
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Scenario inputs will vary enormously by market, by
brand, and by individual category consumer, and should
be tailored accordingly.




SCENARIO PLANNING




€6 We cannot predict the future. But we can seek
to understand what the future might hold, and
what that means for nations, industry sectors,
and individual companies. We need scenarios to
bound the uncertainty, to help us understand
the underlying drivers of outcomes, and for
some understanding of how we can shape those

outcomes.”
- COVID-19: Win the Fight, Win the Future, BCG,


https://www.bcg.com/fr-fr/publications/2020/covid-scenario-planning-winning-the-future-series.aspx

BEDOKNOWS

A FRAMEWORK FOR SCENARIO PLANNING:

This is a framework that allows for key inputs with a
view to helping us better forecast and scenario plan.

Each scenario should be populated with local market
data, key client data, and consumer shifts and mindsets.
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A FRAMEWORK FOR SCENARIO PLANNING:

It is designed to help brands prepare for both enduring
and changing consumer motivations & needs, and to
help calibrate their brand and marketing activities
appropriately.

Templates are provided for use and can be customised
according to category and client.
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HOW TO USE THE TEMPLATE

A guide

1. This is a basic template designed to stimulate your client discussions - please adapt as you
see fit.

2. The ‘plan’ should remain live and be updated as often as there are business developments, or
as scenarios evolve.

3. You should identify the time period for the plan - are you addressing a particular quarter or
are you starting to think longer term?

You should also identify what brand work is under review as a result of this exercise.

5. The template should be populated in collaboration with clients, ideally in the form of a
workshop.

6. Prior to completion of the template, pre-work should be conducted. This pre-work should
help provide adequate local market context, business specifics and local consumer
behaviours. NOTE: You could use the business assessment guide from BBDO WORKS (please
see Appendix) to help guide your pre-work.

7. Prior to any workshop we would recommend providing attendees with a pre-read, which
summarises key macro and local trends, business specifics and consumer material.

8. Prior to any workshop you could consider part populating the template to prompt discussion.
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MACRO SCENARIO PLANNING

Guide questions to consider

GENERAL MACRO CONSIDERATIONS IN YOUR
MARKET

1. Which macro trends are most appropriate now?

2. How is sustainability currently playing out?
How is health and wellbeing currently playing
out?
How are other big trends playing out?

5. Consider a STEP (social, technological, economic,
political) analysis to better understand what each

scenario looks like for your market.

QUESTIONS SPECIFIC TO YOUR CLIENT - BUSINESS

1. What external factors (market, category and
competitor activity) do we need to consider in
relation to our business and brand?

2. What internal factors (workforce, supply,

distribution) do we need to consider?



BBDOKNOWS MACRO - SCENARIO PLANNING - TEMPLATE

For what’s next

UPSIDE SCENARIO T CENTRAL SCENARIO N z DOWNSIDE SCENARIO I
2020 recession: global GDP contracts by 2.9% 2020 recession: global GDP contracts by 4.8% z R 2020 recession: global GDP contracts by up to 8%
Growth returns: H2 2020 Growth returns: End 2020 (after previous g's Growth returns: H2 2021 or 2022 in a more severe

being negative) - H1 2021 scenario (in case of multiple secondary peaks)

PLEASE INPUT: PLEASE INPUT: PLEASE INPUT:




BEDOKNOWS

CONSUMER SCENARIO PLANNING

Guide questions to consider

CONSUMER IN YOUR MARKET

1.

Evaluate consumer confidence and the direction it is
taking.

How have savings ratios been impacted by the crisis?
Are people feeling in control or are they deep in
siege mentality (likely depending on the length of
lockdown and any repeated lockdowns as well as
impact on personal finances)?

What has been the rate of digital acceleration?
Which activities (if any) have permanently shifted
online?

The evolution of people’s purchasing behaviour and
purchase intent

How have people’s expectations of brands shifted?
How has people’s perception of brand

communication shifted?

QUESTIONS SPECIFIC TO YOUR CLIENT

Consider the evolution of purchase intent in your
client’s category
Has the role your client’s product service

performs evolved?

COMMONALITIES

Identified commonalities in mindset across
possible Covid-19 scenarios enable us to be clear
which propositions will remain relevant,
regardless of situation.

What will likely change is the offer (what specific
elements would we dial up or down) and the tone
of our communications. This will need to evolve to
reflect the depth of economic hardship facing

consumers.



BBDOKNOWS CONSUMER - SCENARIO PLANNING - TEMPLATE

For what’s next

UPSIDE SCENARIO ¢
2020 recession: global GDP contracts by 2.9%

Growth returns: H2 2020

PLEASE INPUT:

CENTRAL SCENARIO N z DOWNSIDE SCENARIO

2020 recession: global GDP contracts by 4.8% AR 2020 recession: global GDP contracts by up to 8%
Growth returns: End 2020 (after previous g's Growth returns: H2 2021 or 2022 in a more severe
being negative) - H1 2021 scenario (in case of multiple secondary peaks)

PLEASE INPUT: PLEASE INPUT:

Any identified commonalities in mindset and behaviour across possible Covid-19 scenarios:




BBDOKNOWS BRAND SCENARIO PLANNING

Guide questions to consider

BRAND IN YOUR MARKET QUESTIONS SPECIFIC TO YOUR CLIENT

1. How can we continue to be mindful of the shift in 1. What fixed communications milestones do we
mood and appropriateness of tone of the have in the plan? E.g. Back to School,
moment? Thanksgiving for retail

2. What new rituals are arising that have an impact 2. What is being done to protect brand equity and
on how we would normally go-to-market? salience?

3. What role are we playing right now?
What is the most effective balance of mass and
targeted communications now and in 3, 6, 12
months?

5. How can we leverage social to amplify our brand

acts?



BBDOKNOWS BRAND - SCENARIO PLANNING - TEMPLATE

For what’s next

UPSIDE SCENARIO T CENTRAL SCENARIO N Il DOWNSIDE SCENARIO

[P 2020 recession: global GDP conlracls by 4.8% z R 2020 recession: global GDP contracts by up to 8%
2020 recession: global GDP tracts by 2.9%
Growth returns: 3202820 contracts by ° Growth returns: End 2020 (after previous g's Growth returns: H2 2021 or 2022 in a more severe

being negative) - H1 2021 scenario (in case of multiple secondary peaks)

PLEASE INPUT: PLEASE INPUT: PLEASE INPUT:
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Whatever the scenario, a recession in 2020 cannot be
avoided. It will impact confidence, personal finances,
purchasing behavior, employment etc. And as a
consequence, it will inevitably impact relationships with
brands.

Shifts will play out differently under more optimistic and
more pessimistic scenarios.
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Scenario planning is our new reality. The need to prepare
for a never normal is critical for all businesses.
Uncertainty, coupled with an ever-increasing number of
brand touchpoints, adds a new layer of complexity to
planning.

Hypothesising and strategising needs to be
commonplace, regardless of which scenario plays out.



€6 A lot of people invest a great deal of effort into
reducing uncertainty. There are two problems
with this approach. The first is that we often
don’t understand uncertainty very well, and the
second is that profitably opportunities only exist
where outcomes are genuinely uncertain...”

- Few People Understand The Difference
Between Risk And Genuine Uncertainty,
Business Insider,


https://www.businessinsider.com/difference-between-risk-and-uncertainty-2013-3?IR=T

BEDOKNOWS

CONTACT

ABOUT BBDO KNOWS
BBDO KNOWS is a planning resource for the BBDO network.

BBDO KNOWS offers thinking, strategy, insights and inspiration on key categories, key
themes and consumer segments.

For more content please follow us on LinkedIn: www.linkedin.com/company/bbdo-knows

If you are interested in learning more about the way BBDO thinks please contact
bbdo@bbdoknows.com

Disclaimer/Notes: The information and materials in this report are for general information purposes only. Whilst we try to ensure that
all information and data in this report is accurate, complete and up to date, this article should not be relied upon and you should seek
advice if you intend to use or rely upon any of the insights or data contained in this article. This report must not be shared,
downloaded, copied or distributed for commercial purposes without the prior approval of BBDO. © BBDO 2020 All rights reserved.
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Scenarios summary

Central scenario

The global economy and many major
economies enter a deep recession in the first
half of 2020. Global GDP will see a severe
contraction of 5.0% in 2020.

The impact on the wider economy is
significant. World trade contracts for only the
second time since the mid-1980s.
Employment falls significantly.

Growth returns towards the end of 2020. Most
economic activity is delayed rather than
destroyed entirely - supported by policy
stimulus that creates positive conditions for
growth.

Downside scenario

Sharper falls in GDP growth. The global
economy contracts by up to 8% in 2020, and
all major economies suffer from severe
recessions.

Downside risks include: uncertainty about the
outbreak's duration; policymakers' ability to
protect employment and industries in the
short term; extent to which the crisis has
lasting effects on behaviour.

Disruption lasts longer and cuts deeper, with
no snapping back to growth towards the latter
part of 2020.

Source: Foresight Factory, using Oxford Economics data

Upside scenario

The global economy still enters a recession,
but GDP growth centracts by only 2.9% in
2020.

Upside risks include medical advances
allowing for a rapid easing of lockdowns, and
businesses and individuals finding innovative
ways to use technology to resume activities.

With businesses restarting and manageable
government debt levels allowing for
continued fiscal support, consumer spending
begins to accelerate in Q3 2020.



Mild economic case Harsh economic case Severe economic case

Economy

Economic activity rebounds in late 2020 as the virus dissipates. Recovery initially The virus follows a wave pattern, abating and then peaking again in multiple global The epidemic continues with severe infection rates into 2021 until either crowd

slow, but speeds up in second half of 2021 as consumers become more confident geographies. Economic recovery begins late 2021. Recovery slow in early 2022 and immunity and/or a vaccine reduces the virality. Economic recovery by mid-2022.

+  Dramatic change in be ~ | speeds up by second half of 2022 Significant risk of cascading outbreaks with feedback loops, limiting recovery
ean Union and United States; small and medium Chinese economy rebounds / Financial system't

y impaired alon, n the affect y cha dc emanc scal stimulusis s tial, but to boost spending

s in European Union and United States help to limit dam 3l stimulus limits busi

Real GDP growth in 2020

United States European Union China United States European Union

United States European Uni

Industry impact (supply side) = Hrepean nan ‘ Industry impact (supply side) drop in output; supply chains disrup 5
2 Industry impact (supply side)
Industry impact (demand side) cemand urt . Industry impact (demand side) severe decline in global demand; financial stress akin to 200
- i art Industry impact (demand side)
Duration from 1/1/20 6 quarters Duration from 1/1/20 9quarters
Duration from 1/1/20
Recovery Slow recovery begins in secand half of 2020 Recovery
Recovery
Impact on 2021 global GDP 0.0% Impact on 2021 global GDP
Impact on 2021 global GDP

Source: Deloitte, Lir



https://www2.deloitte.com/content/dam/Deloitte/global/Documents/About-Deloitte/COVID-19/gx-economic-cases-for-resilient-leaders.pdf
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salesforce

Scenario 1 Scenario 3

salesforce

Scenario 2 « . . .
There is no scenario for going

backwards.”
- Peter Schwartz,
Chief Futurist,
Salesforce

New c:

GOP loss

Source: Salesforce, Link


https://www.salesforce.com/resources/videos/covid-scenario-planning/
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Exhibit 3 | Five Questions Will Shape Economic Outcomes

100

What level will the
economy achieve during
the Future phase?

How long is the Flatten phase? How long is the Fight phase?
What are the pre-conditions to What are the pre-conditions to transition?
transition? When will we achieve them? When will we achieve them?

How deep does the Flatten phase go? How deep does the Fight phase go?

To what depth daes economic activity What level of recovery does the
drop in Flatten? economy achieve in Fight?

Source: BCG

Source: BCG, Link

Exhibit 4 | Estimates for Full-Year Economic Loss in the Flatten Phase

Preliminary figures

Depth of
Economic Loss
(Weekly
economic loss)

7 weeks 10 weeks 13 weeks

Duration of Flatten
(Weeks in lockdown)

Source: BCG analysis.


https://www.bcg.com/publications/2020/covid-scenario-planning-winning-the-future-series.aspx
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Euro area real GDP under the mild, medium and severe scenarios

{index, 2019 Q4 = 100)

- il
Idedium
- Severe

105

100

a6

a0

a5

&0
2019 2020 2021 2022

Source; ECB calculations.

Source: European Central Bank, Link


https://www.ecb.europa.eu/pub/economic-bulletin/focus/2020/html/ecb.ebbox202003_01~767f86ae95.en.html
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ID-19 Deep R

Source: Euromonitor, Link

N

—COVID-1

2022

=——COVID-19 Deep Crisis

2020 Global GDP growth

Probability

Global infection rate
Mortality rate
COVID-13 strict social distancing restrictions

Business and consumer confidence indices
fallto
Global stock prices

Private sector borrowingratesin advanced
economies (relative to government bond
interest rates)

Borrowing rates in key emerging markets
(relative to advanced economies’
government bond interest rates)
Otherassumptions

Baseline/Recession

COVID-19 Deep Recession

[-1.5%, 0.0%] [-3.5%, -1.5%]

35-45% 25-35%
Assumptions

1-10% 5-25%

0.3-1.3% 0.5-1.5%

1-2 quarters 1-3 quarters

30-50th percentile of
historical values
Rebound by 0-30% in H2 2020

Around current level with
decline in spreads around 1%
inH2 2020

Around current level in HL
2020

- Government and central
bank fiscal stimulus and
quantitativeeasing/lending
programmes reduce most of
the negative effects of wage
cuts and job losseson
disposableincomeand allow
most businesses in heavily
affected sectorstoavoid
liquidation

20-40th percentile of
historical values
Down by 10-30%

Rise by 1-2 percentage
points.

Rise by 2-4 percentage
points.

- Cashflow mismatches
between business costs and
revenues cause business
liquidity problems and a
rise in bankruptcies

- Supply chain and labour
supply disruptions worsen
production slowdowns and
cause shortages for some
goods

COVID-19 Crisis
[-5.5%, -3.5%]
15-25%

15-35%
1.0-3.0%
2-4 quarters

10-20th percentile of
historical values
Down by 25-45%

Rise by 2-4 percentage
points

Riseby4-7 percentage
points

- Cashflow mismatches
between business costs
and revenues cause severe
business liquidity problems
and a rise in bankruptcies

- Severe supply chainand
labour supply disruptions
worsen production
slowdowns and cause
shortages for some goods

‘COVID-19 Deep Cri
[-9.0%, -5.5%]
5-10%

20-50%
1.5-3.5%
2-6 quarters

1-10th percentileof
historical values
Down by 30-70%

Rise by 3-6 percentage
points.

Rise by 6-10 percentage
points.

- Cashflow mismatches
between business costs
and revenues cause severe
business liquidity problems
and a rise in bankruptcies
- Severe supply chainand
labour supply disruptions
worsen production
slowdownsand cause
shortages for some goods


https://blog.euromonitor.com/introducing-euromonitors-coronavirus-global-economic-scenarios/
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Business

BUSINESS

STIMULUS -

assessment guide

CUSTOMER

. VALUE

BBDO WORKS

£ ProbuUCT
D~

Do they mainly provide a product/service, or do
they facilitate one? (Or both?)

Is it a unigue, customized commodity?

What are their essential qualities? What do
consumers remember about the product?

What materials, equipment, tech, processes,
people distribution is needed to make + sell their
product

What is the business model?

% OPERATIONS

What are the most precious inputs to their
business model?

Where are their operations modern in delivering
the product? Where are they behind
competitors / consumer expectation?

@ TRADE

Where are the most important points of
purchase for their business?

What stakeholders facilitate their POPs? Have
those relationships been competitive in the
past?

9 SALES

Sales trends: Up, Down, Static

Sales strategy: grow category, steal share,
increase purchase frequency, grow customer
base, increase loyalty, upsell

Current purchasers are...

Source of sales / Source of Revenue/Growth

From the consumer’s perspective, how well
does their product deliver on expectations?
How does their product exceed expectations?
How does their product compare to their
competitors?

How is their product sold?

¢+ EXPERIENCE

Beyond the product, how does the brand
provide value in line with its mission?
What do consumers remember about the
brand, outside of the product?

How does the brand live in packaging &
points of purchase?

How far is the promise from the reality?

))9 LISTENING

When do their consumers seek their brand?
Are there unexpected contexts?

How do consumers treat them differently
than other products / brands? Do they
expect more / less from them?

Who are their advocates? Who would go
far for the brand?

DISTILLING THE BUSINESS PROBLEM

CONTEXT

@ MACRO

What has changed culturally, environmentally,
economically, generationally, technologically,
politically, government regulations, taste wise,
health/wellbeing, competition

Is technology changing the fundamental
product /service they deliver?

Is the regulatory landscape shifting?

Which brands outside of the category are
disrupting it?

9 CATEGORY

What drives sales in the category (taste, price,
fame, ease of use, reviews, distribution,
location)

Growing, declining, static

High/low innovation

New product driven

High/low interest

COMPETITION
1]

Who has historically dominated the space?
Who is best positioned for growth in the
space’s modern landscape?

Where are their competitors dis/advantaged
in delivering their products/services?

How do consumers perceive competitors’
businesses & brands differently than their
own? Are there potential category disrupters?
Who are consumers buying? Why?

BRAND

POSITIONING

What is the brand’s unique mission?

What value does the mission provide? To
consumers, to society, to stakeholders?

Where do consumers need that value to be
present in their lives?

What would consumers do without access to their
product? Are they a luxury, a necessity, or
somewhere in between?

Sﬁ? BRAND FAME

Value brand, quality brand, necessity, luxury
What does the brand stand for?

How meaningful is that to
current/prospective consumers?

How is that expressed in the product/
experience?

What does the brand bring to the party
beyond product or service?

Who are their advocates? Who would go far
for the brand?

Why are they here?

What isn't happening? How can that be
solved by saying something? (Business
strategic lens: Can it be solved by doing
something)

Who are they buying? And why?

What does the client say the problem is?

MEDIA

Where is media weight heaviest in the
brand’s current marketing?

Where do consumers ook for the
brand?

Where do consumers co-opt the brand
(e.g. slang, using the logo)?



