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“Retailers have small profit margins, so are constantly
focused on controlling costs and increasing
operational efficiency.”

Alan Jensen, CIO, Salling Group

-

TREND

Multiple pressures eat into
grocery store profits

Slow growth, increasing consumer demands challenge retail market

Retailers are essentially a link between producers and end-consumers, taking a relatively small markup on the cost
of products. The resulting narrow profit margin requires retailers pay stringent attention to cost and operational
efficiencies. The Danish grocery market where Salling Group originated is characterized by slow growth, falling food
prices, and a shift in volumes from supermarkets to discounters. The market for non-food items and fextiles also is
growing slowly, with volumes shifting foward online trade.

Consumers are also growing increasingly sophisticated in their buying habits, with a range of factors influencing

their decisions. In addition to price, quality, and convenience, many consumers consider such issues as sustainability,
organic production, country of origin, animal and human rights, and corporate citizenship. Therefore, the retail market
is fragmenting info micro segments, each requiring a targeted value proposition. The resulting proliferation of product
choices complicates inventory management, as does the rise of multiple distribution channels including supermarkets,
convenience stores, discounters, and online venues.

All this challenges IT systems fo collect increasing volumes of data from retail points of sale, apply predictive analytics,
and generate timely reports enabling retailers to respond fast to customer demand. It's a job for Big Data._Stocking
the right products on the right shelves at the right time maximizes revenue while minimizing waste. At stake are
consumer satisfaction, corporate profitability, and environmental sustainability.

Also on retailers’ minds is the need fo free cash flow for investments in innovation and market opportunities. This
points toward shifting technology from a capital expense to an operating expense. Retailers like Salling Group are
seeking more flexible ways to architect and fund their IT infrastructures, to reduce their management burden while
gaining the ability to scale capacity up and down for business agility.
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narrow retfail-industry profit suppliers worldwide - increase in hours of operation
margins require focus on cost  Salling Group sits in the middle of magnifies point-of-sale
and operational efficiencies a vast value chain between data volume

producers and consumers
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AT A GLANCE

Denmark’s leading retail chain | | | |
“Salling Group primary goal is to run a sustainable

Salling Group emphasizes lean agility to retail business while creating convenient and
compete internationally inspiring shopping trips for our customers, safe
Salling Group, Denmark’s largest retailer, runs several e-commerce businesses and four retail Worklng conditions for our emplOyeeS, and grOWTh
chains — fatex, Bilka, Netto, and Salling — with 1,467 stores in four European countries. Handling nine million opporfuniﬁes for our su ppliers and parfners.”

shopping trips pe r week for groceries and non-food items, Salling Group employs 51,000 workers.
Alan Jensen, CIO, Salling Group

To thrive in a challenging business environment of narrow profit margins and stiff competition, Salling Group
remains lean and agile while expanding internationally with new products, stores, and delivery channels managed
with deep insight into diverse and changing customer demands.

9M

shopping trips a week

DKK $57.5B

2015 revenue

1,467

stores across Denmark, Sweden, Poland and Germany
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BUSINESS CHALLENGE

Run lean. Decide fast.
Compete hard.

Narrow margins, changing customer preferences, new delivery
channels spur Salling Group to harness data more effectively

As a mass-market retailer, Salling Group serves 1.4 million store customers a day — yet must satisfy each one
individually. When someone comes in to buy milk — or eggs or bread or flowers — that item has to be fresh and

in stock to generate sales revenue, but not overstocked leading to waste. This inventory management challenge

is complicated by the fragmentation of consumer demand into micro segments. How much whole, 2%, soy, or
organic milk should a particular store in a particular location stock on a particular day? Will that consumer choose a
supermarket, a convenience store, or a discount outlet — or order onling?

The right mix of products and delivery channels is critical in a retail market where demand remains flat and profit
margins hover at a razor-thin 4%. Yet amid these challenges, Salling Group thrives, through a keen eye on customer
needs and a constant focus on lean operations.

“We must remain lean and agile as our business grows

and the environment becomes more complex.”

Alan Jensen, CIO, Salling Group
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IT CHALLENGE

Harnessing Big Data

Pay-as-you-go SAP HANA overcomes limitations
of legacy IBM Power and DB2 platform

As Salling Group expands internationally, diversifies its delivery channels, and increases its hours of operation,
store-level daily inventory management decisions depend increasingly on predictive Big Data analytics. However,
the IBM Power and DB2 platform Salling Group was using to support its SAP Business Warehouse (BW) could
not load data fast enough to generate timely reports. With Salling Group 50TB database growing by 2TB a
month, that problem would continually worsen unless the company transformed its IT environment to enable
real-fime analyfics.

Salling Group decided to migrate to the in-memory computing platform SAP HANA, and needed an SAP partner
to deliver an end-to-end solution integrating hardware, software, and IT management services. What's more,
Salling Group wanted the solution delivered on a pay-as-you-go basis, for lower costs and the IT flexibility to
keep pace with seasonality and changing market dynamics.

“As the market leader for the SAP HANA platform,
HPE brought proven expertise that helps us avoid

the complications that can occur when implementing
new technology.”

Alan Jensen, CIO, Salling Group

2TB 50TB 4,500

daily reports in 4 countries

monthly dafa growth database



https://www.hpe.com/info/sap/hana

SOLUTION

Transforming data into insight

Salling Group partnered with HPE Pointnext to develop an
end-to-end transformative solution, including deploying converged
infrastructure via HPE GreenlLake Flex Capacity to cost-efficiently
perform predictive analytics on massive amounts of fransactional
data.

To remain lean and agile while building sustainable growth for the future, Salling Group brought in HPE Pointnext to
help it design, build, and deploy an end-to-end solution.

Salling Group systems now take in massive amounts of fransactional data 24x7 from point-of-sale systems in all its
stores across Europe, analyzes it quickly, and delivers timely, information-rich reports to decision makers. This ability
to derive real-time insights from data empowers Salling Group to achieve its driving goal to be the number one
retailer in Denmark based on customer satisfaction, financial performance, and employee satisfaction.

Salling Group also transformed its ability to pursue international growth and market opportunities, by freeing cash
through its purchase of infrastructure as a flexible service. With HPE Greenl ake Flex Capacity, instead of carrying a
capital expense on its books, Salling Group pays only for what it uses. As business needs change, Salling Group can
securely increase or reduce capacity as needed, resulting in optimized cash flow and increased IT agility.

RO UTION RECIPE

An on-premise converged solution with public-cloud agility Ongoing operational support is provided by HPE Pointnext

Salling Group engaged HPE Poinftnext fo help it transform its business with solution design, implementation,
and deployment services. Migrating to HPE ConvergedSystem 500 for SAP HANA provided an integrated
solution including processing, storage, backup, and recovery. Salling Group chose delivery via HPE Greenl.ake
Flex Capacity, which enables capacity scaling and frees capital. Ongoing management is through HPE Adaptive

Management Services from HPE Pointnex: “With HPE and SAP HANA, we have faster data loading

HPE Hardware HPE Poininext services and faster reporting, providing the information and
HPE ConvergedSystem 500 for SAP HANA Scale-up Configurations HPE Data Center Consulting Services a ccess we n eed fo r be-l--l-e r d ecisio n m a ki n g .”
HPE 3PAR StoreServ Storage HPE Installation Services
. ] Alan Jensen, CIO, Salling Group
HPE StoreOnce Systems HPE Adaptive Management Services
HPE ProLiant Servers HPE GreenLake Flex Capacity
HPE Partners Transformation Solution

SAP Empower with SAP HANA
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https://www.hpe.com/info/pointnext
https://www.hpe.com/services/greenlake
https://www.hpe.com/us/en/integrated-systems/converged.html
https://www.hpe.com/us/en/storage/3par.html
https://www.hpe.com/ca/en/storage/storeonce.html
https://www.hpe.com/us/en/product-catalog/servers/proliant-servers.hits-12.html
https://www.HPE.com/services
https://www.HPE.com/services
https://www.hpe.com/us/en/services/remote-infrastructure-monitoring.html
https://www.hpe.com/services/greenlake

RESULTS

“How do we avoid the waste and financial loss of

UnleaShlng growlllh’ Compe'l'l'l'lve overstocking products? When do we need to adjust
a gilii'y, CUS'l'omer insigh-l- prices? Faster data generation with the HPE solution

supports better business decisions.”

Inventory decisions based on precise, fimely customer information sl SERee s SR
drive improved revenues and reduced waste

Every morning before their stores open, store managers at Salling Group can review in detail exactly what
customers purchased the day before. They're not looking at guesses based on analysis of data subsets, theyre not
waifing a few hours after the store opens to receive reports. They're looking at comprehensive, personalized reports
that empower them to make the best possible inventory stocking decisions to satisfy customers, increase revenue,
and reduce spoilage and waste. That keeps Salling Group thriving and eases the pressure on profit margins.

At the fop executive level, Salling Group is now freer to pursue its growth goals. The company is opening additional
stores, introducing a new convenience-store format, and pursing e-commerce opportunities. Salling Group used
HPE Greenlake Flex Capacity to shift fo a variable payments infrastructure financing model, lowering its
infrastructure fotal cost of ownership and unleashing the company’s ability fo invest in innovation — the
cornerstone of its competitive success.

From the finiest detail of how many liters of milk to stock in an individual store, to the strategic challenges of
international expansion, Salling Group with its HPE solutions has fransformed IT from a bottleneck info an agile
powerhouse.

50-407%  30% 200

Faster POS reporting with new Salling Group Netto Staff hours a day saved with
data hub, which supports better  Supermarket’s goal for reduction faster report generation, freeing
daily inventory decisions o in food waste up staff to perform more valuable
maximize revenue and minimize by 2030 activities
waste
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