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Rust Never Sleeps, Neither Should Your Cash:
Private Equity Lessons Applicable For Every Business

Connection Collaboration Leadership




Yes, | am a private
equity CEO and
Investor.

But this is not an
informercial for
private equity...
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However, the numbers don't lie...

Over the past 30 years, PE-backed companies have
generated 62% higher average net returns than the
S&P 500 benchmark.

[Source: Bain & Co. Report 2/24/20]
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However, the numbers don’t lie...

Investors have followed the returns and have poured
over $2 Trillion dollars into private equity over the
past 10 years, alone.
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Beyond the basic lesson in
economics,
why does this matter to us?

Initially, private equity earned
significant returns primarily through
financial engineering

Over time, private equity had to
develop a repeatable, scalable,
playbook for generating operating
value




Four key plays in the
Operating Value
Creation playbook




[#1] Define your full-potential-thesis

This requires separating yourself from where you are,
and objectively evaluating where you can be

You must look equally outside your business (at market
factors, competitive landscape, etc.) as you do within
your business

Must be disciplined in this process to filter out the biases
of the moment, or the past, and settle on the key factors
that will lead to the identified optimal outcome
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[#2] Develop the Blueprint — the who, what, when, where, how =
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~ Zeroin on the key in tiatives identified in the

0
Full-Potential Thesis pJFioritizeﬁ y hose ha will | EEEEEE Full Potential T
create the most value for the company in the
maoadiiim forn

e e st TE T A ot E U SR -

- Emphasis should be place on measurabl |
~—actions. Start with high-level moves and work
your way down to thlinrgs you ¢an actually do L
differently, now |
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If you stumble in the exercise, just restart on the
ght side, and sequentially work your way back
o where you are today T
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Conference

I INEE NN
++ RERER -
S
2 3 t
i 5
o G
TS T
W
T d
< E:: |
-~ ==
x_Tn +M Lﬂ
b3
= 9 +
iy
4V)
|m”
= | T
o O 0
g S
= — e T .
) C
10 M = |
= u ETEEEEEN |
-+ — TR +
= | . U
W | > > C
ey EEEE _IRmEr_md +
=1 MW [ o~ Q)|
) EEENCES IR |
e e 4
rs; S S S I 1
) — = Q)
@ Sl I
v M, SHESEES
= B S —
(Q e e
~- D -~
5 naQ O u
+ + 1t +




[#3] Accelerate Performance in 3 key steps

[1]

Establish ownership throughout the organization
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[#3] Accelerate Performance in 3 key steps

[2]

Progress and momentum must be tracked back to key
metrics identified in the blueprinting stage
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[#3] Accelerate Performance in 3 key steps

[3]

The company’s entire language —and Internal reward
systems—should be built around these metrics
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[#4] Harness the Talent

— Jim Collins, Get the right people on the bus

There are really three parts of this question of the
right people on the bus:

* Are right people on the bus?
* Get the wrong people off the bus
* Are the right people in the right seats?




Financial engineering
—~ Make Equity Sweat

“Chris, you have a lot of cash on your balance sheet.”
— Chris’ Original Private Equity Sponsor
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Financial engineering
— Make Equity Sweat

Apple’s cash position is plunging
(from $107 Billion at the end of
2019, to S48 Billion in June 2022, a
decline of 55%)

..And that’s positive for both the
business and the company’s
shareholders

Apple's incredible shrinking cash hoard

Apple's quarterly totals of cash & short-term investments (in $ billions)
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Resetting the Hurdles

* Times change, markets change... so adjust
hurdles accordingly

* In a high-performing, high accountability

culture company, everybodyowns the
challenge

e Each team member owns their own
hurdles and the entire outcome
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Where do | start?




Differentiators*
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Company White Boarding Exercise
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The World’s Most Valuable White Boarding Session

* Faced with prospect of * Steve Jobs rejoined the Company e Market Cap of Apple today:

bankruptcy and conducted a product review Sz 89+ Tr.l | I ion
* Product lines exploded in * He stopped the meeting, drew two

number, but decreased in lines on the White Board and said,

relevance “This is all we need.”
* The world’s most (o

emotional brand was no Pro . l |

longer emotional N
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* Aclearer ‘Blueprint’ allowed
Apple to free up engineers
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\ to work on Project Purple >
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Questions?

Connection. Collaboration. Leadership.



Chris Anderson
Chris.Anderson@hpgbrands.com

Connection. Collaboration. Leadership.
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Connection. Collaboration. Leadership.
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