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Transcript

the regulations under which credit unions and savings and loans and community banks and other

financial service providers might operate. We would also include who are the referees? How is this
legislation interpreted at federal, state and municipal levels? It would also include who are the
players in the industry? Are they mostly the traditional players, or do we see very new ones
emerging? A Yahoo Finance, a GE Capital just to use examples from the past, where new entrants
emerged. Lastly, we would also be sensitive to the strategies employed. Are these players mostly
pursuing high rate of return on capital, some of them willing to incur losses to build market share or
to establish brand power or some may wish to have a very broad product offering or control certain
channels? That would all fall under the playing field dimension, Under technology as one might
expect it would include Internet banking, websites and portals, check imaging, personal
identification, database design, back end systems software and data mining.

So, to recap the process of scenario planning, we start with forces that might change the future, and
we zero in on the two top uncertainties which creates then a matrix. Then the next step will be to
develop what we call a blueprint, we'll give an example of that momentarily. Then start to develop
this blueprint just like with a home by building around the blueprints, the walls, the foundation, the
electrical systems, the windows, the roof etc. That can be done very creatively. How you develop a
scenario in sense of what themes, what snapshots, like a day in the life of a consumer or what
newspaper headlines you might project for that scenario. That really depends on the audience.,
Some companies like a more analytical even number-oriented way of portraying scenarios. Others
one case people acted out on the stage using Second City, an improvisation group, how consumers
would purchase in that case financial services in the future. But the idea is to communicate to your
audience the key messages that these scenarios entail,

Once the scenarios have been developed, they can be used for strategy purposes in a variety of
ways as illustrated on this slide, and I'll discuss them a bit further as well. First of all, you could
simply use the scenarios to ask the question, do we have the right talent and the right leadership
strategies to survive or do well in these different futures? Another use is to ask if the current
strategy, if you were to stress test it across the range of these scenarios is sufficiently robust and
sufficiently flexible. Third use, way of leveraging scenarios, is to look at your portfolio of options,

basically your investment portfolio and ask if it is well balanced across these different scenarios and

if not can you build in more flexibility? Many companies use scenario planning also as a platform for

1 ARBEMIAEE s BRI EEL
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