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Give me that which | want, and you shall have this which you want, is the
meaning of every such offer; and it is in this manner that we obtain from one
another the far greater part of those good offices which we stand in need
of .

It is not from the benevolence of the butcher the brewer, or the baker that
we expect our dinner, but from their regard to their own interest. We
address ourselves, not to their humanity, but to their self-love, and never
talk to them of our own necessities, but of their advantages.
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A social science
concerned chiefly with
description and analysis
of the production,
distribution, and
consumption of goods
and services.

2 Investopedia
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Exhibit 1.3 What
Could You Buy
with $3,650?

Everyone would
choose to spend
§3,650 in their own
particular way. This

list illustrates one fea-

sible basket of goods
and services, Note
that this list includes
Just the monetary
costs. A complete
economic analysis
would also include
the opportunity cost
of the time that you'll
need to consume
them
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Exhibit 6.4 Marginal Cost, Average

Total Cost, and Average Vriable Cost
Curves for The Wisconsin Cheeseman

This figure plots severalcost measures

Wih the output or quantiy)on the
s and the cost (orprie) on the
f-ais Each cost measure s plotted
ac108s Various output leves. Notice
that the MC curve intersectsthe ATC
and AVC curves atthei respective
minmums,
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Risk calculation for LPG Risk calculation for Ammonia
Month | Expected profit | Real profit Risk Month | Expected profit | Real profit Risk
Jan 1l ] 0.2 Jan 10 { 03
Feb 15 10 0 333333333 Feb A i 0.15
March g 7 0.125 March 15 12 0.2
Apil 20 14 03 Apiil 13 11 0.153846154
Juna 20 18 0.1 Jung 10 g 01
July 11 ] 0 181613182 July 18 1 (1 944444444
Aug 17 12 0.284117647 Aug 17 12 0. 29417647
Sep 16 1 0.375 Sep 16 10 0375
Oct 1 7 1.363636364 Oct 11 7 0.363636364
Avrage 0.252545058 Avrage 0.320116068
LPG(CFR) WITH 20% PREPAYMENT
Buy side Expected Sale side Expected Cost
Expectedprofit| Risk factore “m:::mr;lm "| Peresent value Efficiency | B Duration |Yearly efficiency| Internantional bai
Quantity Unit price Total price Quantity Unit price Total price FCPERTON Ve (Demmurrage) Total cost "
20,000.00 581.0633333 | §11,621,266.67 20000000 600 §600.00 5501.06 5250 568356 516.44| 0.252545058 §12.33 50.00 0021124528 | 2 month 0.126747168 5.6%
Ammonia(CFR) without prepayment
Buy side Expocted Salo skde Expeciod Cost Expectedpol] Risfactoe | P20 POMMeT | perory vlue | fcincy | B Duraton” | Yeary eficincy| Itemantonl ba
Quantity Unit price Total price Quantity Unit price Total price FC Ve (Demmuirage+d SMT) | Tolal cost "
10,000.00 361 $3.610,000.00 10,000.00] 380 $3.800,000.00] £3.610.000.00 §71,000.00 §3681.000.00] §119.000.00] 0.3201 $80.906.19 .00 0.02157%404 1 month 0.263752854 5.5%
Result
. Sheet1 | Chart | Business comparison () ( b



Exhibit &.10 The Price %2.0

1

Wisconsin Cheeseman’s Marginal Cost
Shutdown Decision 1.8

This exhibit shows sew- 1.6 F Average

eral different MR curves, Total Cost
allowing us to visualize 1.4 Average
when The Cheeseman // Variable Cost
produces and when it 1.2

Original MR
shuts down. The original

. 1.0 |
MR curve is well above
'_I:'"E- other two |"_~"J.F€ curves 0.8 c ME at C
introduced, which
intersect the MC curve 0.6
at points C and S. 4 S

L L L 1 1 J
200 1,000 1.500 2,000 2,500

Quantity

The firm should shut down if price is less than AVC.
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Break Even Analysis jwou jw 0has  Jul=i g 0w j25

TR=TC
TR=P.Q
TC=TVC + TFC
P.Q=(AVC.Q) + TFC

B!

Q = TFC / (P - AVC) 45 ()i

u~99 JS =TR (Total Revenue) MJ'Q Q‘ o
W au;d JS =TC (Total Cost) \

Jg.axo Loud =P (price) o :,S

Jo.axo 3laei =Q (Quantity) % S aslyd

b au;d JS =TFC (Total Fixed Cost) ]

20 A d JS =TVC (Total Variable Cost) S 3..«.«4

Jouaxo A>lg ¢ljl @ jumio aujd =AVC (Average Variable Cost)
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Qj TB MBS oi N i Qj TEj MBj Pj NV j Edi Edj

o o 25 o o 50 v ALUE! T #v ALUE!
1 100 100 25 4 1 160 160 50 2.2" #Div/ol T #DIv/O!
2 185 =5 25 2.4 2 210 150 50 2" #DIv/0l " #DIV/0!
2 260 75 25 2 2 410 100 50 #DIV/0! " #DIV /0!
4 225 65 25 2.6 4 490 20 50 1.6 #DIV/0O!l " #DIV/0O!
5 285 60 25 2.4 5 520 20 50 0.6° #DIV/0!l " #DIV/0O!
6 435 50 25 6 530 10 50 0.2" #DIv/ol T #DIV/O!
7 480 45 25 1.8 7 533 3 50 0.06"° #DIV/0! " #DIV/O!
s 520 40 25 1.6 s 535 2 50 0.04" #DIV/0! "~ #DIV/O!
9 555 25 25 1.4 o 536 1 50 0.02" #DIV/0! © #DIV/0!
10 580 24 25 1.26 10 527 1 50 0.02" #DIV/0! " #DIV/0!
11 622 22 25 1.22 11 535 1 50 0.02" #DIV/0! = #DIV/O!
12 654.5 22.5 25 1.2 12 520 1 50 0.02" #DIv/0l " #DIV/O!



Qi TBi MBi pi M vi Qj TBj MBj Pj M Vj Edi Edj
0 0 50 0 0 50 "avALUE! "HVALUE!
1 100 100 40 2.5 1 160 160 50 3.2 -0.00444 #DIV/0!

e 185 85 35 2.428571 2 310 150 so S o0.00356 7 2D IV/0!
3 260 75 30 2.5 3 410 100 50 2 -0.00246 #DIV/0!
4 325 65 25 2.6 4 490 80 50 1.6 -0.00208 #DIV/0!

I 385 60 20 S 5 520 30 50 0.6 -0.00198" #DIV/0!
6 435 50 15 3.333333 6 530 10 50 0.2 -0.00208 &#DIV/0!
7 480 45 10 4.5 7 533 3 50 0.06 -0.00246 #DIV/0!
8 520 40 5 8 8 535 2 50 0.04 -0.00356 #DIV/0!
9 555 35 4 8.75 9 536 1 50 0.02 -0.02614 HDIV/0!
10 589 34 3 11.33333 10 537 1 50 0.02 -0.03008 #DIV/O!
11 622 33 2 16.5 11 538 1 50 0.02 -0.0381 #DIV/0!
12 654.5 32.5 1 32.5 12 539 1 50 0.02 -0.05797 #DIV/0!
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Exhibit 4.2 Aggregation
of Demand Schedules
and Demand Curves

Demand schedules are
aggregated by summng
the quantity demanded
at each price on the in-
dividual demand sched-
ules. Likewise, demand
curves are aggregated
by summing the quantity
demanded at each price
on the individual de-
mand curves.

Sue’s Demand Schedule Carlos's Demand Schedule Total Demand Schedule
Quantity Quantity Quantity
Price demanded Price demanded Price demanded
($/gallon)  (gallonsiyear) (S/gallon)  (gallons/year) ($/gallon)  (gallons/year)
$5 10C $5 200 $5 300
4 200 4 400 4 600
3 30C 3 600 3 900
2 400 2 800 2 1,200
1 50C 1 1,000 1 1,500
Price $6
(S/gallon)
5 -
4
LS TR Total demand curve
ol ! Carlos's
Sue's demand
bt demand NEIV® 4 N D
i " ourve
| L 1

200

400 600 800 1,000

1,200 1400 1,600 1,800

Quantity
(gallons per year]

Exhibit 4.7

Aggregation of
Supply Schedules
and Supply
Curves

To calculate the
total quantity
supplied at a par-
ticular price, add
up the quantity
supplied by each
supplier at that
price. Repeat this
for each price to
derive the total
supply curve.

Chevron's Supply Schedule

Quantity
supplied
Price  (billions of barrels
(S$/barrel)  of oil per year)
$10 0.0
50 0.8
100 1.0
150 1.1
Price  $250 -
($/barrel)
200

150

100

50

ExxonMobil's Supply Schedule Total Supply Schedule
Quantity Quantity
supplied supplied

Price (billions of barrels Price  (billions of barrels

(S/barrel) of oil per year) ($/barrel)  of oil per year)

$10 0.0 $10 0.0
50 1.2 50 20
100 18 100 25
150 1.7 150 2.8
Chevron ExxonMobil Total
supply supply curve supply curve

curve

Il ! L

0.5

1.0 15 20

25 3.0 3.5 4.0

Quantity
(billions of barrels of oil per year)



Exhibit 4.10 Demand Price  $200

Ao ali 5 Ll gl Cay ya Curve and Supply Curve  ($/barrel) ool Supply curve
for Qil
160 -
In a competitive market,
the market price is 1ot
the point at which the 120 -
demand curve intersects 100 + Competitive equilibrium

the supply curve. Competitive equilibrium price

80 - !
60 -
40 ‘Competitive Demand
‘equilibrium cune
“ ‘quantity
10 20 300 3% 40 50
Quantity

(billions of barrels of ol per year)



Mew Price

equilibrium

Price
Mew
equilibrium

Old equilibriurm

P1=P2

New
equilibrium

Q% O
(b)

Q, % 0,
(a)

Quantity

Exhibit 4.15 Both the Demand Curve and the Supply Curve Shift Left

When both supply and demand shift left, the competitive equilibrium guantity will
always decrease (Q, is always less than Q,). On the other hand, the competitive
equilibrium price may decrease (P; less than P,), stay the same (P, equal to Py, or

increase (P, greater than P,).

Quantity

R Old equilibrium
D, D,
Q, % Q, Quantity "5

Ec’ A photograph of a Libyan oil .
refinery burning during the 2011 [h? \_Var’ L
cvil war that overthrew Colonel O le) i
Muammar Gaddafi. During the €1ty 1.5
war almost all of Libya's oil pro-
duction was shut down, shifting Changes

about the
Every win

the world oil supply curve to

the left.
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Price elasticity of demand(eD) =Percentage change in quantity demanded /Percentage change in
price

Income elasticity =Percentage change in quantity demanded/Percentage change in income

Cross-price elasticity =Percentage change in quantity demanded of good x/Percentage change in
price of good y
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Price $400 1 Price $400
300 300+
200 ¢ 200
100 D=MR 100 +
D
1 1 i 1 i i i 1 i I 1 1 1 1 1 1
400 800 1200 1,600 400 800 1200 1,600
Quantity Quantity
(a) Demand curve facing the perfect competitor (b) Demand curve facing the monapolist

Exhibit 12.3 Perfectly Competitive Firms and Monopolies Face Different
Demand Curves

Panel (a) shows one of the key results from Chapter 6—that in a perfectly
competitive market, the demand curve facing the firm is pertectly elastic. The
demand curve faced by the monopolist in panel (b) is the entire market and is
therefore downward-sloping. Thus, if the monopolist charges $100, it can sell
1,000 units; and if it increases the price to $200, it sells only 400 units.
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Bar Ba tr=p B3 Mr=DTR/DCEE FC BErc Blatc=Tc/aBlavc=vc/oBlarc/a B mMc=pDTc/DaBAPROFIT=TR-TCEAElastici ks

0 6.5 0 6.5 10 0 10 0 0 10 -10 #VALUE!
100 5.5 550 5.5 10 100 110 1.1 1 0.1 1 440 -0.33333
200 5 1000 4.5 10 200 210 1.05 1 0.05 1 790 -0.25397
300 4.5 1350 3.5 10 300 310 1.03333333 1 0.033333 1 1040 -0.16842
400 4 1600 2.5 10 400 410 1.025 1 0.025 1 1190 -0.13445

500 3.5 1750 10 500 510 1.02 1 0.02 -0.11852
600 3 1800 0.5 10 600 6510 1.01666667 1 0.016667 1 1190 -0.11189

700 2.5 1750 0.5 10 700 710 1.01428571 1 0.014286 1 1040 -0.11189

800 % 1600 -1.5 10 300 810 1.0125 1 0.0125 1 790 -0.11852

900 1.5 1350 2.5 10 900 910 1.01111111 1 0.011111 1 440 -0.13445

1000 1 1000 3.5 10 1000 1010 1.01 1 0.01 1 10 -0.16842

1100 0.5 550 4.5 10 1100 1110 1.00909091 1 0.009091 1 -560 -0.25397




Exhibit 12.10 Computing
Profits for a Monopolist

Similar to the perfectly
competitive firm, Schering-
Plough computes profits as
quantity times the difference
between price and ATC

[profits = quantity x (P - ATC)).

In this case, the green rectangle
shows profits, which equals

the difference between the
price of each pill ($3.50) and
the ATC ($1.02), muttiplied by
500 million.

Price %8

L

1
400 600 800
Quantity

{in millions of pills)

|
200

Exhibit 12.9 Choosing the
Profit-Maximizing Price for
Claritin

Schering-Plough expands
production until MC = MR.
To determine the price that
maximizes profits, it goes di-
rectly upward to the demand
curve and over to the y-axis
(the price axis) to determine
the profit-maximizing price.

In this case, a price of $3.50 is
the profit-maximizing price for
Schering-Plough.

Price %8

400 600 8OO
Quantity
(in millions of pills)
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Tragedy of the
Commons

[tra-ja-dé o6v 'thé 'kd-mans]

A social and political
problem in which each
individual is incentivized
to act in a way that will
ultimately be harmful to
all individuals.
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Exhibit 14.6 Optimal Pricing Strategy
for a Monopolistic Competitor

The solution to the monopolistic competitor’s problem
is identical to the profit-maximizing choice of a
monopolist: find where MC = MR; drop straight down
to find quantity; go straight up to the demand curve;
and go left to the y-axis to find the profit-maximizing
price.
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Millions 30
barrels/day 8
26

24

22

20

Quota Actual Production

Jan  Jul Jan  Jul Jan Jul Jan  Jul Jan  Jul Jan  Jul  Jan  Jul

o1

01 02 0z 03 03 04 04 s

05 06 06 o7 o7
Month

Exhibit 14.4 OPEC's Production Quota Agreements and Actual Production,
2001-2007
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Machine
servicing

Q-HSTORICAL CASE

Leasing
machines

Public
demonstrations

e J
Xerox 914

Machine R&D Capital to .
and finance leased Leasing fee

manufacturing machines $95/month




e

CHURN
MAMAGEMENT

FIRST-TIME
CUSTOMER
ACQUISITION

UPFRONT
CUSTOMER
ACQUISITION COST

—>

Recurring Revenue - Generate recurring
revenues from one-time sales. Advantages
include compound revenue growth (new
revenues stack up on top of existing
revenues), lower cost of sales (sell once
and earn recurrently), and predictability.

CHURN l

MAMNAGEMEN

TRIGGER QUESTION
How could we generate
long-term recurring
revenues rather than
transactional ones?

FREE VALUE

USER PROPOSITION LARGE
ACQUISITION GROUP OF
T FREE USERS

—
¢ COST OF PREMIUM | | ./
VALUE PROPOSITION ™

COST OF FREE
VALUE PROPOSITION

$0

Freemium Providers - Offer basic products
and services free of charge and premium
services and advanced product features for

T e T S S T J J N T

TRIGGER QUESTION
How could we split
our value proposition

P R R T

GET CUSTOMER
TO ACQUIRE
BASE PRODUCT
(BAIT)

M

UPFRONT CUSTOMER
ACQUISITION COST

Bait & Hook = Lock customers in with a

base preduct (the bait) in order to generate

recurring revenues from a consumable

(the hook) that customers need recurrently

to benefit from the base product.

CUSTOMER
ACQUISITION

|
z

CONVERSION TO

ALTERNATIVE
VALUE

PROPOSITION

A

COST OF ALTERNATIVE
VALUE PRDPDSITIUN_J

e
COST OF SUBSIDIZED
VALUE PROPOSITION

TRIGGER QUESTION
How could we create
recurring revenues with
a base product or service
and a consumable?

LOW, FREE,
OR PAY TO
ATTRACT

__=___,,.ym

Subsidizers = Offer the full value propo-
sition for free or cheaply by subsidizing
it through a strong alternative revenue

B R T < SRR S R T

TRIGGER QUESTION
How could we give away
our main value proposi-

P I " T .




Cost
Differentiators

Kill Costs

Build a business model
with a game-changing
cost structure, not just
by streamlining activities
and resources, but by
doing things in disruptive
new ways.

TRIGGER QUESTION
Could we change our cost structure significantly by creating and delivering value
with different and differently configured resources and activities?



Resource Dodger
| 2008 ~—~ 2019

Airbnb

In 2008, Airbnb launches a platform
that feels like a hotel chain but owns
no properties. It connects travelers
with owners of idle assets.

Airbnb was founded in 2008 as an online
marketplace to connect travelers looking
for an authentic, unique place to stay with
hosts that had extra room to rent. Airbnb
operates as an intermediary, matching
these two distinct customer segments.

The company has a radically lighter cost
structure than the hotel chains with which it
competes, because it does not own any of
the rooms it lists on its website, nor does it
manage a large hospitality staff. Airbnb's
main costs are platform management and
marketing, which explains how they have
scaled so quickly.

The success of Airbnb's business model
is based on a resource-light cost structure.
It found an innovative way to partner with
owners of idle assets (empty rooms) and
help them monetize those assets via their
matchmaking platform.

& maintenance

Identify the Most Costly
Resource in your Business
Model or Industry

2 Ildentify Asset Owners
That Could Provide
You with the Required

The most costly elements Resource

in the hotel industry are the
properties, their mainte-

Airbnb recognizes that
many property OWners

nance, staff, and services.
Also, when hotel rooms are
not rented out on a given
night, they are a sunk cost.
The hotel industry is very
capital intensive.

have idle assets (unused
bedrooms, apartments,
beach houses, etc.) that
are relatively difficult for an
individual to rent out con-
tinuously for short periods
of time.

(3] Community
Rent out
idle property < Hosts
Development
Interesting
places to stay Travelers
Platform
Platform )
development Tmnsﬁtctnun

3 Develop an Innovative
Value Proposition to
Acquire Resources from
Partners

Airbnb offers property
owners the opportunity to
become hosts to generate
extra income (average
$924/month in 2017).%°
Airbnb gives hosts access
to a pool of travelers
through the platform and
relieves one of the biggest
pains for property owners.
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Macroeconomics for Business I

0,)

' Macroeconomics

['ma-kro-e-ka-nd-miks]
A branch of economics

that studies how an overall
economy behaves.

2 Investopedia

As the term implies, macroeconomics is a field of
study that analyzes an economy through a wide
lens. This includes looking at variables like
unemployment, GDP, and inflation. In addition,
macroeconomists develop models explaining the

relationships between these factors.

These models, and the forecasts they produce, are
used by government entities to aid in constructing

and evaluating economic, monetary, and fiscal
policy. Businesses use the models to set strategies
in domestic and global markets, and investors use
them to predict and plan for movements in
various asset classes.
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Factors of production

Exhibit 19.1 Circular Flow Diagram

Economists have designed national income accounts that measure GDP in four equiva-
lent ways: production, expenditure, income, and factors of production. The circular flow
diagram provides a visual way of remembering the relationships among these four equiv-
alent systems. Firms on the left produce goods and services (Production). Households

on the right pay to buy those goods and services (Expenditure). Firms pay households to
use households’ physical capital and labor (Income). Physical capital and labor are factors
of production, which are put to use by firms (Factors). The national income accounting

system is set up so that all four sets of flows are equal in market value.
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MyEconLab Real-time data

Exhibit 19.4 U.S. GDP Share 1.00 ¢ G D P -
Shares (1929-2013) of GDP

g3
GDP shares have been 0.80 JL
relatively constant over
e . ‘ 2
time, with the exception of Fonamesos PR
World War Il. 060 -

Source: Bureau of Economic
Analysis, National Income
and Product Accounts.
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Income per capita,
2010 (in PPP)
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Exhikit 20.2 A Map of Income per Capita Across the World

The large disparities in income per capita across countries are easily visible on this
map, which also shows that the poorest countries are concentrated in Africa, parts of
Asia, Central America, and the Caribbean.

Source: Data from Penn World Table; Alan Heston, Robert Summers and Bettina Aten, Penn World Table

Version 7.1, Center for International Comparisons of Production, Income and Prices at the University of
Penneylvania (Mow 2012).
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Exhibit 20.1 Income per Capita Around the World in 2010 (PPP-adjusted 2005
Constant Dollars)

There are wide disparities in income per capita across countries. Mineteen countries
had income per capita less than $1,000 in 2010 (in PPP-adjusted 2005 constant
dollars) while only a few countries had income per capita abowve $40,000.

Source: Data from Penn Woarld Table; Alan Heston, Robert Summers and Bettina Aten, Penn Waoarld Table

Version 7.1, Center for International Comparisons of Production, Income and Prices at the University of
Pernnsylvania (Mow 2012).
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Exhibit 19.6 GDP per
Capita and Life Satisfaction

A strong positive relation-
ship is visible when we
compare GDP per capita
to mean lite satisfaction
(measured on a 10-point
scale) in a large sample of
countries.

Source: Angus Deaton, "Income,
Health and Wellbeing Around the
World: Evidence from the Gallup

World Pall," Journal of Economic
FPerspectives 22, no. 2 (2008): 53-7 2.
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1950-59

B Human capital
B Physical capital
M Technology

1960-69 1970-78 1980-89 1990-99 2000-2007

Year

Exhibit 21.11 Share of Technology, Physical Capital, and Human Capital in the
Growth of GDP per Hour Worked in the United States Between 1950 and 2007

This exhibit shows the contribution of physical capital, human capital, and technology
to growth of GDP per hour worked in the United States. The sum of the three numbers
is the growth rate in the period, indicated at the top. It is clear that technology is the
single most important contributor to economic growth in the United States.

Sources: Data from Bureau of Labor Statistics, Bureau of Economic Analysis, United States Census Bureau.
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Exhibit 20.9 The Shift in the Production Function
Resulting from More Advanced Technology

As technology improves, the aggregate production func-
tion shifts upwards, indicating that with the same amount
of physical capital stock and total efficiency units of labor,
more output can be produced. In this exhibit, the total
efficiency units of labor are held constant, and for a given
level of physical capital stock, the economy with more
advanced technology has a higher level of GDP.

Q9o °

(eleMb!

‘;Lw..ﬂ 4...>lAJw

Economy uses more
advanced technology

Economy uses less
advanced technology

K = Physical capital stock



Exhibit 22.2 GDP per Capita in North
and South Korea (in PPP-adjusted 2005

Constant Dollars)

The economic fortunes of North and South
Korea, starting from parity in the 1940s when
they were united, have diverged sharply. South
Korea, with institutions mostly based on a
market economy, has reached a high level of
GDP per capita. In contrast, North Korea, under
a communist dictatorship, has failed to grow
and has less than 1/16th of the level of the GDP
per capita of the South.

(=]

Seurce: Data from Maddisen Project (1820-2010); J. Bolt and
J. L van Zanden, "The First Update of the Maddison Project;
Re-Estimating Growth Before 1820." Maddison Project Wark-
ing Paper 4 (2013).
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| Ford ~ Chevrolet
Quantity Price Quantity Price MNominal Real GDP
GDP using
2012 Base
Prices
2012 10 $ 30,000 5 $20,000 $400,000 $ 400,000
2013 10 $ 40,000 20 $25,000 $900,000 $ 700,000

Exhibit 19.7 Quantities (Q) and Prices (P) in an Economy with Two Goods

The yellow box contains Ford's quantities and prices in years 2012 and 2013. The
orange box contains Chevrolet's quantities and prices. Nominal GDP is the total value

of production using prices and quantities from the same year. Real GDP in 2012 using
2012 prices is the same as nominal GDP in 2012. Real GDP in 2013 using 2012 prices
is the total value of quantities in 2013 using prices from 2012.
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GDP

GDP Annual Growth Rate

GDP Constant Prices

Gross Fixed Capital Formation
GDP from Agriculture

GDP from Mining

GDP from Services

GDP

GDP per Capita

GDP per Capita PPP

Actual

5.10

2196092.00

224727.00

173794.00

843578.00

1201591.

413.

5507.

15461.

Q2/24

2.5

2197202

246458

98904

835964

Q3/24

2233922

256743

156254

861816

Q4/24

1.9

2237818

228997

177096

859606

Q1/25

1.4

2226837

227873

176227

855388
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(10 Fords) x ($30,000/Ford) + (5 Chevrolets) x ($20,000/Chevrolet) = $400,000.
(10 Fords) x ($40,000/Ford) + (20 Chevrolets) x ($25,000/Chevrolet) = $900,000.

(10 Fords) x ($30,000/Ford) + (20 Chevrolets) x ($20,000/Chevrolet) = $700,000

Real GDP growth in 2013 = (Real GDP in 2013) - (Real GDP in 2012) /Real GDP in 2012.

YA sy oly by = (Vo VY adly gy jfaia Y)Y oaBly algi Iae)/ Vo VY (gadly syl

($700,000 - $400,000)/ $400,000 =3/ 4 =0.75 = 75%

GDP deflator = Nominal GDP/ Real GDP * 100
0aS Juwi adliGDP= ol adgi/ 28l adgi )+ o

GDP deflator (2012) = Nominal GDP (2012)/ Real GDP (2012) * 100
10 * 30,000 + 5 * 20,000 /10 * 30,000 + 5 * 20,000 * 100 = 100

GDP deflator (2013) = Nominal GDP (2013) /Real GDP (2013) * 100

10 * 40,000 + 20 * 25,000 /10 * 30,000 + 20 * 20,000 * 100 = 900,000 /700,000 * 100 = 128.6.

(S 5 5 1o o Gl gL

: GDP suls’ Jowi (adle a,
ST

Percentage change in GDP deflator in 2013 = (GDP deflator in 2013) - (GDP deflator in 2012) /GDP deflator in 2012

(128.6 - 100)/ 100 = 28.6/ 100 = 0.286 = 28.6%




GDP deflator (2013) = Nominal GDP (2013)/ Real GDP (2013) * 100 =
Voo s(Y oY Jarl Jlo Cood a1 J315 agi SYIS olod (59l w30 5 4l 38 [T+ VY Cond @0 80 s J&15 )3 o YIS ol (ol auw 3 )5 oty
(S S Sl Juord G381 51 5500 (b LS

CPI (2013) = Cost of buying a particular basket of consumer goods using 2013 prices /Cost of buying a particular
basket of consumer goods using base-year prices * 100

Yoo —:i:-("'\")QL;waﬁsogﬁc\g..\.:.w‘)l.o&’-\g}&Q}Q/Y’\Y‘C«%éQbmdfmdbysﬂwolﬁw.g)&&g}b

29 Ty tpad i s,

Inflation rate in 2013 = (Price Index in 2013) - (Price Index in 2012) /Price Index in 2012
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Real Interest Rate = Nominal Interest Rate - Inflation Rate
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Backstage Disruption

Radical change in how
value is created.

Profit Formula Disruption

A radical change of
who is targeted and how
walue (s delivered.

.
Frontstage Disruption

Radical change
of how value is created.



Starbucks
CHF 7.5 billion

Atrium
Innovations
CHF 0.7 billion

Nestlé Exploit portfolio in February 2019

tails.com A
CHF 2.3 billion

Acquire

A

Sweet Earth [
unknown

Acquire

Explore

MELY ST SLLEFILLL LLULLEE Y LA, PSSR SO L B LTS L

both sell portioned coffee, but with radically diff
business models and under different brands).

CHF 7.4 billion +2.3%

Improve

Post Investor Day

Portfolio Actions

In October 2019 Nestlé sold Nestlé
Skin Health to a consortium

led by EQT and a wholly owned
subsidiary of the Abu Dhabi
Investment Authority (ADIA) for

a value of CHF 10.2 billion.?

A

— -

Divest

u.5.

Confectionary

$2.8 billion

Gerber Life
$1.55 billion

Gerber
Yinlu

MNestlé Skin
Health
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