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Learning Objectives

By the end of this course, you will be able to:

« Identify the current state of the U.S. economy and the impact on
the industrials sector.

« Identify the current state of global and U.S. manufacturing and the
impact on our clients and prospects.

* Identify the key concepts of Industry 4.0 and how they apply to
manufacturing companies.

* Identify RSM’s Framework for Industry 4.0 and how this applies to
our clients and prospects.
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Pandemic economics, recession and beyond

Mvalara

US economy free-fall has ended

Supply, demand and financial shocks

Depression like shocks; no Depression

Household consumption levelled off around end of June
US economy is in recession that should last 3 quarters

Policy response
Robust fiscal and monetary policy response
Main Street Lending Program
Until there is a vaccine there will be no meaningful recovery

Shape of recovery
Nike™ shaped “Swoosh” recovery * Large firms picked up activity us Q3
Elongated and frustrating in some industries * Mid-market picks up US Q4 "20 and Q1 21
Housing and auto manufacturing to lead * Real damage to household spending

RSM
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Global Manufacturing PMI at 25-month high in September

Global manufacturing PMI's

21 of the 31
territories covered
reported growth

Index

2017 2018 2019 2020

Contraction

JP Morgan Global PMI =51.8 == e= German PMI=522 == « e Chinese PMI=53.1 UK PMI =552

US PMI =56

Source: Bloomberg, RSM US LLP
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U.S. manufacturing stabilization continues
ISM Supply management index
- ISM Manufacturing s |SM New Orders e = Contraction=lessThan 50 == » Recession= less Than 43.1 "Still Struggling with Iong lead times for
components coming from China

[contract manufacturers].” (Computer &
Electronic Products)

"Volume remains lower than one year
ago but has steadily improved over the
past two periods.” (Chemical Products)

Index

"Overall business conditions are
improving, but not at the rates we saw

1996 198 2000 2002 2005 2007 2009 2011 2014 2016 2018 them decline.” (Fabricated Metal
Source: RSM US LLP, Bloomberg Products)
I I
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RSM Middle Market Business Index

MIDDLE MARKET BUSINESS INDEX
(seasonally adjusted)

RSMUS MIDDLE MARKET BUSINESS INDEX
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The reimagining of global supply chains

COVID 19 Impacts on Global Supply Chain Sources of supply chain vulnerability and strategies used to increase resilience

A Dependency on China
manufacturing and suppliers

0, t)
93 A/D of global supply chain leaders are 44 /0 would increase resilience even at
planning to increase resilience expense of short-terms savings

Planned actions to build resilience
% of respondents

et st ot ot | -
Increase inventory of critcal products [ R -
Nearsharing and expanding supiler base [ N, ©
Regionain sy o N =

reducing number of SKUS in produet partfalio 30

B Complexity of global value chains

5 G Lackof supply chain visibility

D Sudden drop in demand

\é \ E Unexpected accelerated rise of

e-commerce

Higher inventory along supply chain
Backup production sites
Mearsharing of own production

increase number of distribution centers

27

27

15

15

The coronavirus has “finally prompted people to look at increasing the number of places that
they’re manufacturing so that their highest-value, highest-margin products can’t be cut off if a
country gets shut down for reasons of what we’re going through currently or any sorts of future
events that destabilize the supply chain.” Blake Moret, CEO of Rockwell Automation Inc.
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Growth in regional manufacturing innovation hubs

North American companies are ahead of their Asia
Pacific (ex-China) and European counterparts in
moving their supply chains out of China

Technology Hardware & Equipment
Semiconductors

Software

Consumer Durables & Apparel
Retailing

Automabiles & Components
Capital Goods

Matenals

Health Care Equipment & Services
Food, Beverage & Tobacco
Household & Personal Products
Food & Staples Retailing

Source: BofA Global Research
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ﬂ "

SHIFT OF SUPPLY CHAIN FROM CHINA

North America

Asia Pacifi

Every dollar in final sales of manufactured
products supports USD 1.33 in output from other
sectors

Manufacturing

Agnculture, forestry & hunfing

Transportation and warehousing

Construction

Arts, entertainment & food

Information

Educational & health care

Retail trade

Other services, except govt
Professional and business services

0 02 04 06 08 1 12 14

wEconomic activity generated by $1 of Sector GDP

Source: Bureau of Economic Analysis

RSM

Thriving in today’s new environment
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INDUSTRY 4.0

Industry 4.0
creates a
disruption and
requires
companies to
rethink the way
they design their
supply chain.
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Further digitization of supply chains

M4.0 investment acceleration

Don't know, 19%

COVID-19 adds urgency to M4.0
investment

A Manufacturing No change, 18% Don't know, 1%
Leadership
Council survey A Manufacturing
asked Leadership
companies does Council survey o
your company asked To a significant
plan to companies to extent, 36%
accelerate its what extent the
evaluation and pandemic has
adoption of created a greater
transformative sense of urgency
M4.0 about M4.0
technologies in Yes, 62% digitization
the next year or within leadership
2? ranks.
To a partial
No, 19% extent, 46%
I I
fvalara RSM
- 2020 RSM US LLP. All Rights Reserved

COVID accelerates adoption of technology for lean, resilient and

efficient operations

What specific technologies do you have in place today? Which do you plan to invest in short-, mid-, and long term growth?

Current tech use

Wireless connectiity RS
Cloud il :
Cybear sscurity
MES and ERF Appsa.
EHS ]
Supply-chain tech. ]
Asset tracking |
Automation / Robotics
Pradictive maintenance |
Fredctive anallics
DCS/SCADA |
Image and video analylics |
Video/Lidar analytics
AL

Lvalara

2020 RSM US

Long-Term (6-10 years)

20%
28%
28%

20%

17%

All Rights Reservec
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COVID accelerates adoption of technology for lean, resilient and

efficient operations

Pre-Covid-19

Tech Adoption

Cloud

Wireless connacivity I
Cybr securty
Automation / Rebolos

Recovery

Tech Benefits

Cyber security
Supply-chain technalogies

Post-Covid-19

OT Investments

Operational - 40/
intelligenceianalytics SRl

Supply-chain technoioges. EHE Edge and cloud [
3 technologies |
EHS FAutomation /RoDotics
Video and Lidar for workar
Asset tacking Pradctive analytics safety and haalth
Fradoiive anayics JRlig Asset fracking m 1
Adoption of automation and
lmage and vdeo analytics Amvanced conrol robolics
MES Image and vdeo ansyics 55% >

Question. What specific technologies wene yow wsing.
ifore COVID-157
fmsa- AR respondents (n=181). Mukipks snswars siowed

Lvalara
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mincease mRemain the same mDecrease

Questian. 5t how do.

Base: All respordents from kge comsankss {n smdes i 157 i 167).

RSM

Strategy and
business

£
%
%
model %
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L|fecyC|e Of a M an UfaCtU rer Functional Data Elements
Data Driven Analysis Metric:
In order for operations to perform effectively, the organization must be positioned to grab data from systems across the organization in order to
analyze and push insights back to the various functions. RSM can assist in quickly mobilizing teams and partners across all of the critical
functions.

Critical Functions

Sales & Operations Planning Inventory Management

Distribution

i
: .. Sales | Variability t i i

I
i . Cust_o_mer « Sales Orders « Forecasts Inventory Trar « Cor ion Data 1+ Shipment Data ! 3 « Returns / RMAs
. Inquiries + Backlog « Capacity Physical Inventory « Sales Data i+ Freight Data '« Service Data
! Quotes & . OIrder Cycle - Forecast Cycle Counts « Usage Variability :} « Inventory Adjustments [H. AR Data
! Pr.icing Time Accuracy Inventory Accuracy « Days of Inventory W+ OTIF :} « Return Rates
:. Win Rate « Sales Personnel: - Order/Mfg Inventory Adjustments « Theoretical Inventory :w « Freight Spend :; + Warranty Cost
1+ Price Variability Effectiveness Qty Variance Levels | + Mode & Lane Cost I

Days Sales in AIR

Planning Procurement Production 1 : WHSE F|nance

J\W Quality

Accounting
| oo

Work Orders h

!
\ I
‘ ) | i i i
. nee Receipt Data :: « BOMs i1+ Rejections e InvMovements 11 « Cash Disbursements « Labor Data
e Production Plan noe Item Master i1+ Capacity Data }: * Returns il* InvbyLocation || . Cash Inflows + Material Costs
L Capacity Data ] Inventory :; + Work Orders ;: « Scrap ::- Shipping Data | |+ Revenue & COGS « Mfg/OH Data
i+ »+ WO Conversion Rate :: + Supplier Spend ne Labor Hours " Transactions e Days FG 11 « Cash Flow « Labor Costs (OT)
|+ Set-Up / Change-over noe Sole Source Analysis |, + Days in WIP || + Scrap Rate il AgingInventory || . Contribution Margin « Raw Material Cost
| * Production Plan i} * SupplierOTD i+ RunRate/LT |/ - CostofQuality || On-timeShipping|| - Inventory E&O + Margin Analysis
! adherence :\L « Supplier Lead Time ne Material Usage e Supplier Quality " e
Data, Information, & Systems
RSM US Alliance
N I
FIRMFOUNDATION

Advice, tools and resources for CPAs

RSM Canada Alliance

“Rsm CYBERSECURITY /

RISK
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Organizations Build Competitive Advantage through DATA

Data has value when it’s business
relevant, fit for use, trusted, and
available when needed

Discover
Proactive use of data analytics or process

mining tools to explore industry trends,
market cycles, enterprise data and visualize
processes on the fly to identify major
process improvements, business
transformations, and new data sources

A Architect
Design and build business processes, data
pipelines, and reporting platforms aligned

with sustainable and scalable target
architectures that effectively produce,
distribute, and consume data

Trust
Administrative and technical systems to:

balance (govern) a controlled, yet flexible,
data supply with dynamic demand; prevent,
detect, & correct risks to and from data;
and, comply with requirements, standards,
laws & regulations.

Automate
A Scale and schedule delivery of trusted data

that's fit for use to the right users at the right
time

Lvalara

Processes Tuned for Performance & Value Delivery

Data Data Governance Data
Producers Consumers

oispose™% Einp

coLLECT

I]

Jomate & MoT5

Applications Data Stores

Management

Infrastructure / Data Centers

Architectures Leveraged for Optimized Data Delivery

© 2020 RSM US LLP. Al Rights Reserved

RSM Data Capabilities:

Purpose & Performance

Enhance business capabilities via established
data production, delivery, and consumption
expectations

Design & Leverage

Enhance data management capabilities to enable
and optimize data production, distribution, and
consumption

Risk & Assurance

Ensure data is available, fit for use, proven
trustworthy and meets external regulatory
requirements

Go To Market with a one Consulting
DATA approach of proven methods
and capabilities:

+ Advise

« Architect

* Analytics

* Automation

« Assurance

RSM

Cybersecurity / Risk

» Managing the risk within the supply chain of data

* Industrial Control Risk

» Technology Risk Transformation

Lvalara
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Advice, tools and resources for CPAs

RSM Canada Alliance

RSM MICROSOFT
DYNAMICS 365
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Microsoft Dynamics 365

» D365: Reinventing ERP for the Manufacturing
Enterprise

- Migration to the Cloud

- Becoming a Data Driven Organization

- The RSM D365 Sweet Spot Efﬂ/ ______ e
+ Discreet and Process Manufacturing DD L E @
+ Wholesale Distribution :' '

» Manufacturing Direct

Lvalara
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INFRASTRUCTURE

Infrastructure

Strategic partners

dla]n
CISco

== Microsoft Azure

] Office 365
il

NetApp

) vimware:

Lvalara

Infrastructure in Industrials 4.0

* What are the latest infrastructure technologies in
4.0

» Workforce challenges
* What to be on the lookout for with our clients
« Service adjacencies

Case study — Manufacturing Client

INFRASTRUCTURE
ORTIMIZATION

TECHNOLOGY
INFRASTRUCTURE MUST HELP
IMPROVE PERFORMANCE AND
SUPPORT STRATEGIC GOALS

AND OBJECTIVES.

Key Infrastructure Service Offerings
= Managed IT services

= Modern workplace (desktop and
application delivery)

= Cloud & server virtualization

= Storage and backup

= Network design and implementation
= Carrier consulting (5G, wireless, etc.)
= Unified communications/Telecom

= Security solutions

RSM
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+1 800 537 7178
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This document contains general information, may be based on authorities that are subject to change, and is not
a substitute for professional advice or services. This document does not constitute audit, tax, consulting,
business, financial, investment, legal or other professional advice, and you should consult a qualified
professional advisor before taking any action based on the information herein. RSM US LLP, its affiliates and
related entities are not responsible for any loss resulting from or relating to reliance on this document by any
person. Internal Revenue Service rules require us to inform you that this communication may be deemed a
solicitation to provide tax services. This communication is being sent to individuals who have subscribed to
receive it or who we believe would have an interest in the topics discussed.

RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network
of independent audit, tax and consulting firms. The member firms of RSM International collaborate to provide
services to global clients, but are separate and distinct legal entities that cannot obligate each other. Each
member firm is responsible only for its own acts and omissions, and not those of any other party. Visit
rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.

RSM, the RSM logo and the power of being understood are registered trademarks of RSM International
Association.

© 2020 RSM LLP. All Rights Reserved.
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