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McKinsey is a leading advisor along the full rental value chain....

...with unrivaled experience serving the full rental value

We are a global consultancy... chain on a wide range of topics
9,500 | consultants Leading advisor to more Corporate
33 ; _ ‘2> than 15 of the largest strategy
years ot experience global construction _
_ equipment OEMs Equipment
61 | countries portfolio
80% | McKinsey serves more than 80% A J) o Strategic advisor to 10 optimization
of Fortune magazine’s list of the o of the largest Fleet
Most Admired Companies? () equipment rental management

players
2’000_'_ clients in the past 5 years,
including 93 of the top 100
corporations worldwide

Lean operations

Served 70+ E&C

companies globally last Procurement

5 years and TCO
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... and we invest $400+M in knowledge every year

| McKinsey&Company

MCKINSEY GLOBAL INSTITUTE

REINVENTING CONSTRUCTION:

Reengineering

SRROO[;JJETTIS#\'(GHER | construction equipment:
e et ot d from operations focused

to customer centric

MCKINSEY'S CAPITAL PROJECTS & INFRASTRUCTURE PRACTICE

MCKINSEY
GLOBAL
INSTITUTE
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Construction matters: Construction related spending accounts for 13 percent of
global GDP

S trillion

Global GDP Construction industry spending
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Many sectors have transformed and achieved quantum leaps in productivity;

construction has changed very little

Key advances

Productivity
Growth'

Agriculture

Manufacturing

Retail

Construction

Land assembly and automation for scale

Advanced bioengineering
to increase yields

Entirely new concepts of flow
Modularized and standardized designs
Aggressively automated to increase production

Utilized scale advantages and cutting edge
logistics to provide affordable goods to the
masses

Limited improvements in technological
capabilities, production methods, and scale

1,512
760
699
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Construction

The construction industry could unlock $1.6 trillion potential
with increased productivity

Global productivity growth trends

Real (2005 S) gross value added per hour worked by persons engaged, indexed 1995 = 100; 20-year
compound annual growth rate (CAGR)
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Technology is the most promising lever for productivity improvement ...

Potential global productivity improvement from implementation of best practices!
Impact on productivity (%)

/Q Regulation Enabler

=
%O Collaboration & contracting 8-9 Technology is
i . _ _ critical enabler for
'Q‘ Design and engineering 8-10 L all dimensions

Procurement and
- B -
supply-chain management

|:||:||:| On-site execution - 6-10

;-\E Capability building - .

== RENTAL respondents to the MGI Construction Productivity Survey who responded “agree” or “strongly agree” to the questions around implementation of the solutions,
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... but construction is least digitized with low investment in R&D and IT

Level of digitization
MGl industry digitization index,
2015 or latest available data

R&D investment
% of revenue spent on R&D

IT spending
% of revenue spent on IT

AssociaTion SOURCE: Capital 1Q, Gartner IT key metrics data 2012

ICT 7
Media 0 1 4 5 7
Professional services Software/internet
Finance and insurance 6 Consumer Banking/finance
Wholesale trade discretionary Education
Advanced manufacturing Professional services
Oil and gas 5 Media/entertainment
Utilities Industrials Telecommunications
Chemicals and pharmaceuticals Aerospace Insurance
Basic goods manufacturing 4 Database
Mining §/\ Healthcare providers
Real estate Automobile Transportation
Transportation and warehousing 3 Pharma/life sciences/medical
Education Utilities
Retail trade Industrial electronics
Entertainment and recreation 2 Consumer products
Personal and local services \/\——““"\ Chemicals & Manufacturing
Government Energy Retail/wholesale
Healthcare 1 Food beverage processing
Hospitality /\/\ Construction Chemicals
Construction
CONSTRUCTION . 0 Energy F
Agriculture and Hunting 2006 2007 2008 2009 2010 2011 2012 2013
_— EUROPEAN 1 Based on data of top 20 E&C companies by market value Globally 2 Top 20 companies by market value
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Things are starting to change: investment in construction technology has doubled
over the past decade

Investment in construction technology over time

Time period # of trans. Spend in SM USD

2008-2012

2013-2018 18,446
Total
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. . . . NOT EXHAUSTIVE
The capital project of the future will incorporate many NeW . coecmysmasersing m prosess aguzason

technologies and operate very differently from today :

% Robotics and automation [23 Advanced analytics
Advanced  Advanced analytics optimizes facility run settings to maximize Capital portfolio  gpecialized software, and advanced

analytics profitability/ Predictive maintenance minimizes downtime management analytics, optimize capital investment
2 -;.:j E_a[]] resources, and team members
0T LIDAR @S prequentloT and ~ Digitized Construction completion,
built LiDAR drone commISsIoning - commissioning and handover \, ) i ) ) . o
verification  goang capture and handover g completed electronically g & Vlrtfal reality Operations §taff review facilities and identify
o oc  Precise guantities m Automatically identify and -y < m hazards during design
o m \ : . : £
o and identify as guantify root causes of &

built errors deviations
Automated  pesigns are produced within days for
design complex facilities, enabling rapid option
;Qm comparison and assessment

3D printing 3D printing removes construction
e‘? m delays due to missing parts, reduces
freight costs, and simplifies supply l
chain and warehousing Eield Office

5D BIMand 5p BIM is used to unify the 3D model with

Autonomous AV’s transport personnel, equipment and beyond schedule and budget, ultimately adding
vehicles & materials across site. Robots complete additional dimensioné to support operations
automated activities productively @w LT}

construction Machine learning increases

T_C project predictability
Project Drive lean construction & 7
Production  hrough digital software P R -
Control platform — ™~
i “Customer  Design tools are crowd sourced Digital Project leadership and site managers
] co-creation and employ agile methodologies  performance  assess performance, anticipate issues,
m during design development management  and develop action plans (e.g. Last
- Planner System, control towers
¥ Y :
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Every industry will reach a tipping point where digital capabilities become a
matter of survival

Tipping point Advanced

Digital incumbents and
media established

MailOnline “startups”
constitute the

Non-food e Spotify new normal

retail

amazon
~—

Telecom
Felefiniar W iNIQ

Mainstream
customers
Grocery adopt

ocado
TESCO Advanced

Construction Laggard

incumbents die

incumbents start
adapting to the Traditional
Early adopters new model media
Innovative startups ::laeris\r;ngi \E‘”j'f'l'f :
New trends create disruptive TOUIER RECORDS.
emerge business models RadioShack.

\ 4

= EUROPEAN
W RENTAL
— ASSOCIATION 011



7 ‘hard truths’ about digital transformation that we have learnt from
other industries

Digital transfers disproportionate economic value to customers

Platforms are breaking down the barriers between industries

Winner-takes-all dynamics will spread as scale and network
effects escalate

7

Companies must stop looking to their competitors for ‘where to play
and look instead at how the economics of supply and demand are
changing

Fast-following is becoming too slow

Traditional trade-offs are obsolete as transaction costs are going
to zero

Digital natives attack fast, but incumbents can respond at scale
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Construction equipment will be a key enabler of productivity growth through
three emerging trends — incumbents must decide how to respond

Emerging trend

Considerations for incumbents

Massive technology
shifts (electrification,
telemetry,
automation...)

L3

Total connectivity

New business models

a
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How will customer preferences change and how will | evolve my
fleet?

How will new entrants disrupt the market?

How will | manage repairs and increase uptime?

Who will own the data, and how will they monetize it?
Who will my customers be?
How fast will customers evolve?

Where do | want to play? Rental as a service vs traditional
equipment rental vs peer-peer sharing

Who should | partner with and where should | invest in R&D?
Who should | employ and where will | find them?
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Thank you

David Rockhill
McKinsey & Company — Capital Projects & Infrastructure

David.Rockhill@mckinsey.com
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