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Separation in 2011

TNT to split on the promise |
a Of €10bn Express deliver TN Sra

express unit

Dutch logistics group TWNT
is to separate its eXpress
activities from its mail
business and keep a

29.9 per cent stake in the
demerged unit.
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Express will focus on
fast high-end standard
parcels and freight and
value-added services.

Express will get a new
listing.

Reuters, Amsterdam
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Reasons for Separation

Diverging business profiles Reason for separation

* Diverging strategic challenges

Accelerate upside - Express: fast, cyclical growth,
global footprint

- Mall: structural volume decline,
Euro centric

Realise upside

* No significant synergies
- Limited commercial and
operational overlap

- Especially after refocusing
Prevent downside European mail activities

Cyclicality
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Rationale

* Question:

* Why would we do this if there is a convergence

In Mail and Express?
"

Agility and
Flexibility
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UK - Setting The Scene

* Where are our Customers leading us?
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Macroeconomic Indicators

GDP

Export Quota

Unemployment rate

Production Index

Procurement Index

9

High-level trend of main economic indicators

Longest recession on record.
+1.3% in 2010

Lowest point in Q1 2009, returning to
positive growth Q4 2009 and during 2010

Increased during 2008 and 2009,
starting to recover during 2010

Lowest point of 10% year on year
decline during 2009

Growth rates still relatively modest
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Source: Consensus Economics and Office of National Statistics (ONS)
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What has Shaped us

Commoditisation of the Express Market and
decreased volumes

- Increase in customers wanting price over
speed

- Companies redeploying operations outside the
UK

- Increase in bad debt and write offs

- Customer need for emotional as well as
functional relationship

- Customers increasingly using the internet to
manage accounts

- Internet continues to drive price led
competition within the B2C market.

- Brent oil has climbed above $119 a barrel
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What We Did/\What This Means

The Customer Promise: market differentiation
Removed Silos: one company, one approach

Developed solutions for vertical markets:
new revenue streams

Introduced Lean systems: reduced waste

Invested in Innovation & employee ideas
program: long term solutions

Increased the level of customer research:
understand customer needs

We're listening to you.

Developed Partnerships: fill service gaps

Invested in online systems and technology:
smarter, faster, areener




Increasing Demands of Customers

Understand their business
Challenge their thinking
Convenience

Value for money

Trust

Service

Security

Provide seamless integration
Flexibility

Green, but with a fiscal benefit (Environomics)
Technology & Innovation
Efficiency

Resourceful

Proactive
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“Ilwant it all, | want it all, | want it all, and | want it now”
Brian May, 1989
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Summary

- Agile and Flexible
— Growth in Mobile Commerce
Harnessing Innovation
~ Collaboration
~ Co creation
Partnering
- Existing networks
- New business models
Learning from other industries:
- Telecoms
- Automotive

e Take our own medicine!

e




e @ g
. m |
— m'
8 i
— (]
i ]

S

~®
)

BT
GROUP
a7.8%|

rorase]

L=

T

B

|
e

/

=

i+l

NG



'Any operational convergence must be
customer led'

Paul Witham m
Strategic Management Officer

. sure u car-
April 2011 hod Al

o J




