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1. General Information
1.1Industry Description
1.1.1 Competitive Landscape

According to Mordor Intelligence’, the global home appliances market was measured in the amount of
USD 174.07 billion in 2017, and is estimated in the amount of 2.6 percent CAGR for the 2018-2023
period to reach USD 203.37 billion by the end of 2023. In contrast to the medium-sized economy, global
income patterns and competitive prices are constantly increasing in the global household appliances
industry. Digitalization is highly influential, allowing for rapid changes and educating customers in
gaining the necessary know-how to operate new designs of modern home appliances. In relation to
their intelligent dimension and wider functionality, the number of household appliances has grown
steadily since 2012. The advent of smart homes has also facilitated the widespread market acquisition
of smart devices that can be connected to the smartphone of the end-user and controlled by remote

control in lloT.
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Figure 1 Smart Appliances Market Value. Mordor Intelligence (2019), Home Appliances Market Share, Size-
Segmented by Product, Retrieved from: https://www.mordorintelligence.com/industry-reports/global-home-
appliances-market-industry

! Mordor Intelligence (2019), Home Appliances Market Share, Size-Segmented by Product,
Retrieved from: https://www.mordorintelligence.com/industry-reports/global-home-appliances-market-industry
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Smart appliances are expected to expand increasingly in the Asia-Pacific region. The sales of smart
devices, primarily due to the increased costs of energy and labor, high consumer purchasing power
and a better understanding of smart cities and smart integrated appliances, are projected to grow in
developing countries such as Japan, Singapore, Hong Kong and Indonesia. Traditional air conditioners
find their global highest demand in volume in China, owing to government policies that promote energy

efficient electricity, a rising property and hot weather markets.

1.1.1.1 The Emerging Smart Home Concept

The smart home lights on the interface of energy efficiency, controllable appliances and real-time
access to energy usage data. This integration of smart devices and smart grid enables customers to
proactively manage energy use in ways that are convenient, cost effective, and good for the

environment?.

Attractive Opportunities in Smart Home Market

12.02%

®* The smart home market is expected to be valued at USD 151 4 billion by
2024, growing at a CAGR of 12.02% from 2018 to 2024.

Increasing implementation of smart speakers, home appliances, lighting

USD lUsSl[.)4 control systems, home healthcare products, smart furniture, smart
76.6 Billion kitchen, and HVAC control solutions is driving the growth of the smart
Billion home market.

* There are huge opportunities for the growth of the smart home market in
2018 2024 APAC countries such as China, Japan, and Australia.

Figure 2 Attractive Opportunities in Smart Home Market. Mordor Intelligence (2019), Home Appliances Market Share, Size-
Segmented by Product,

Customers’ mobile devices make it possible to monitor home appliances remotely, using the Internet.
Homeowners can access detailed information about their energy usage in an interval of just a few

minutes. Smart appliances are monitored and controlled based on estimated energy costs per

2 Capgemini (2018), Smart Home: The Human Side of the Smart Grid,
Retrieved from: http://www.smartgrids-cre.fr/media/documents/1003_CapG_SmartHome.pdf
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appliance and supported by a decentralized system providing an automated warning about the system’s

state change.
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Figure 3 Households with "Smart" Systems: Global Total. Mordor Intelligence (2019), Home Appliances Market Share,
Size-Segmented by Product,

Display technologies enable customers to be aware of their energy consumption by providing updated
information about it. These advanced energy usage analytics provide insights that enable users to
manage energy consumption and costs. The smart home also offers customers the ability to determine
if energy has been delivered from renewable resources, while giving them the opportunity to estimate
their potential carbon footprint. Automated household appliances are very flexible, allowing users to
program them according to their choices and preferences. Advanced intelligence features enable
consumers to impose budget goals and managing their spending respectively. Smart homes would also
be able to learn about the user’'s habits and use that information to contribute towards the enhanced
autonomy of the system. Communication with the utility is made possible through messages sent via
the customer portal. These messages could include energy saving suggestions and climate-related

issues, as well as live information feeds which could, for example, update users about when power
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2. Industry Forecasts Ratings

2.1Financials

Cash flow is generally steady throughout the year. Spare parts needed on the assembly line support a
great range of choices in different price-groups and supply rates. Electric motors and metal-based
components are typically the most expensive input. To limit supply and energy costs, companies usually
use multi-year contracts with key suppliers. The industry is capital intensive with the average employers’
revenue being at USD 18,324 and a year-to-year revenue quarterly growth (2019Q2) at 4.03 percent.
Home appliance companies typically own their own manufacturing property and processing equipment,
although a standard operating procedure is to work with contract manufacturing for certain production
assembly lines.

Revenue in the Smart Home market

in million U.S. dollars (worldwide)
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Figure 15 Revenue in the smart Home Market. Statista (2018).
https://www.statista.com/outlook/256/100/household-appliances/worldwide
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Figure 16 The Refinitiv Retail Earnings Growth Rate - Q3 2019. Refinitiv (2018). Retrieved from:
https://lipperalpha.refinitiv.com/tag/retail-earnings/

Source: I/B/E/S data from Refinitiv

Figure 17 Refinitiv (2018). Retrieved from: https://lipperalpha.refinitiv.com/tag/retail-earnings/

Source: I/B/E/S data from Refinitiv

Retailers dropped prices in March, and consumers responded, but still not enough to get back to mid
2018 levels. “Small electric household appliances” are a bit of different story:

Figure 18 Refinitiv (2018). Retrieved from: https://lipperalpha.refinitiv.com/tag/retail-earnings/

Source: I/B/E/S data from Refinitiv

Retailers gave in on price increases in February, but this time consumers really responded in a big
way, much more than the major appliances category.
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3. Business Information

3.1 Executive Insight®
Chief Executive Officer — CEO

Recognizing and Defining the Innovation of the Connected Services

The CEO needs to proceed with a structured industrial plan that has a very precise vision - to identify
and consolidate its leadership in strategic sectors (such as high capacity models, slim dimensions, top
loaders, totally smart appliances, etc.) through which the company can boast real added value. The

strategy can be seen in horizontal and vertical assets.

Facing Issues around Regulations and Law

The CEO also needs to keep up with the current laws relating to the organization’s operations and tax
issues to make more informed decisions about the company’s future. Potential crucial amendments
regarding appliance market tax regulations need to be taken into account systematically. Specific
standards may make it difficult for companies to compete. EPA Energy Star program: companies
manufacture appliances according to strict environmental standards, lowering greenhouse gas

emissions, and in return receive the Energy Star label.

Chief Financial Officer — CFO

Purchase Management and Retail Contracts Satisfaction / Expansion

3 CEO Magazine, https://www.theceomagazine.com/
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CFOs today are increasingly influential leaders at companies investing in smart appliances. While they
will always control the purse strings and the technology budget, more CFOs today are helping
companies take a more strategic approach to the relevant investments to better position the business
to realize returns. They can also provide stability by offering a reality check on the “if’ and “when” of

ROI. They can also help tech leaders focus on the most viable opportunities to pursue.

“CFOs can lead an innovation agenda around the market by showing stakeholders how investments
can translate into value, whether that’s topline growth or some type of bottom-line efficiency,” says

Tyrone Canaday, managing director and global head of innovation for consulting firm Protiviti.

Chief Operations Officer — COO

Operations Supervision and Customer’s Network Enhancement

Most companies are divisions of medium to high diversified, vertically integrated corporations. COOs
must be able to integrate smart appliances operations with the organization’s sales, operations,
marketing and finance departments. Technology departments need to know the required priorities, to
set realistic timelines and operate within a predetermined budget. Modern manufacturing technologies
and practices allow companies to test and prototype new designs and configurations. R&D teams
cooperate closely with COOs in order to respond quickly on the latest demand trends with new

innovative smart home appliances.

3.2 Business Challenges

Certain devices may only be compatible with Android or iOS, and some premium brand device
manufacturers are trying to create their own ecosystem independent of smartphone platforms. This
would give a truly broken customer experience. Faced with companies trying to create their own
innovative product, users face endless app notifications, with each connected device competing for
their attention. On the other hand, service providers face the difficult challenge of investing in every

possible platform or segmenting their audience to a select a percentage of the available market.
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Generally speaking, determining the truly-connected home customer is more difficult than the typical

product environment.

Smart devices have mostly followed the typical bell curve for tech adoption, while the mature market
progressed quickly in response to to the pressure exerted by well-established products like Amazon
Echo. Instead, Google and Amazon pushed out products with limited scope (such as searching the
web) without establishing truly-valuable consumer use cases. The early adopters do not necessarily
have the buying power to afford the latest technology, yet they often serve as the buyer of a smart
device for an older demographic. So, device makers must sell to a buyer who is often not the end-user,
while developing services for a group they know are not tech literate to fully leverage their product. This
is where the typical marketplace analysis breaks down. Device manufacturers and app developers are
still focused on the distribution of users regarding demographic characteristics and not on focusing their
ability to adopt the new product or app. They are also not able to match products and applications to
consumer problems and needs. Once we begin to focus on mentalities instead of demographics, the

connected home will begin to truly connect with users.

High competition is present to the current connected-smart appliances market while companies are
trying to fulfill the consuming expectations of high-earning societal groups, since this demographic will
best confirm the mid-term adoption of new technology streams. Comparable value for lower prices is
observed in companies which focus on a middle-to-low quality of emerging embedded technologies, to

target a broader audience of consumers and enhance dominant high competition levels in this way.
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4. Call Preparation Questions

Conversation Starters

How does the company limit the risk of material flows instability in appliance production?

The home appliance sector has already earned a proven record of energy and resource efficiency,
which is circular from the outset. The industry has continuously provided a significant contribution
through designing and manufacturing innovative products that cut resource use, especially energy and
water, saving labor as well as time and money, and reducing waste. Home appliance manufacturers
are constantly improving products to maintain this added value and enriching lives across all levels of

society.

How difficult do rising prices make it for consumers to access smart home appliances?

The Home Appliances Industry is a predominantly global one, and a wide number of options are
available to the consumers wishing to invest in such technology. Because of this, it is becoming
increasingly difficult to raise prices in general, except amongst certain markets where periodically raised
prices in the introduction to market phase can be singled out.

How challenging are the risks of increased litigation and regulation?
The main risks on a local and global level focus on energy minimization and environmental protection
(electricity and water consumption). Moreover, stricter safety regulations may arise during the

commercialization of technological innovations.

How large is the market for my product or service?
The market consists of several multinational companies across all the categories of home appliances.

Which countries and sectors offer the highest potential?
North America, Europe and China are the most promising and profitable markets with respect to region.

What are the greatest dangers or risks?
The early penetration of new technologies and new markets for acquiring the market share of early

adopters and new customers.

What are the challenges?
The main challenges presented involve the smart appliance perspectives for the emerging connected-
or smart-home concept. New technologies embedding upon existing appliances are the main pillar of

successful introduction to fully changing markets.
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Operations, Products and Facilities

What is the company’s main product?
The company’s main products can be classified as white and black goods but many more companies

are now dealing with both categories.

What key raw materials does the company depend on?

Water, electricity, metals (mainly steel and aluminum), glass, concrete and plastics.

What main spare parts does the company use for production-assembly?

Electric motors and plastic/metal surfaces.

Customers, Marketing, Pricing and Competition

Who are the company’s customers?
The final customers are those visiting appliance stores.

What are the company’s sales channels?
Rail, shipping and road transportation are the primary means of transport. The main sales channels

are intermediary parts (as wholesale purchasers) and marketing campaigns.

Requlations, R&D, Imports and Exports

What are the main regulations affecting consumer appliances market?
Current regulations with respect to green energy technologies, environmental impact and protection
need to be taken into continuous consideration.

Home appliance waste is made up of three main streams:
1. Electrical and Electronic Waste (WEEE) - the estimated amount of WEEE generated in EU28
is assumed to be steadily increasing.
Packaging waste, mainly in the distribution phase.
Batteries, particularly for small home appliances, are also included with the products and thus
form part of the waste generated when home appliances reach their end of life.
Furthermore, production and consumption of home appliances also generates waste from packaging,

mainly in the distribution phase.

Organization and Management

How does seasonality affect company cash flow?
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