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When volatility and uncertainy arise, what are the options?
What to do when when customers are confused and supply chains are scrambled?
What is the best way forward when markets get distorted and our tried-and-trues no longer apply?

Uncertainty is one of the certainties in business. It's prudent to anticipate possible outcomes and develop
contingency plans—and these days, it's necessary.

Our businesses still need to be prepared for whatever is on the horizon.

This is where scenario planning comes in. Scenario planning is a proven tool to navigate even the most
profound uncertainties. None of us can say what the future will be. But we can envision different futures—
and proactively develop strategies to succeed in each, monitor leading indicators to discern which future is
actually emerging, and pivot accordingly.

With the discipline of scenario planning, teams will:

* have critical conversations and clarify strategic priorities,

e surface new opportunities and deploy resources more effectively,

* build confidence and competencies that serve in this crisis and beyond,
® better navigate as uncertainties arise and pivot as markets shift, and

* move faster with confidence as the new future emerges.

Shepherd Advisors is excited to share our new PIVOT 20/20 guidebook. Your team can undertake this
integrated regimen to build their scenario-planning muscles and navigate uncertainty with competence
and confidence.

PIVOT 20/20 helps mid-market business leaders confront uncertainty by effectively utilizing scenario-
planning tools that are straightforward, integrated, and systematically build upon each other. Above all,
they're easy to use and update, so you can—and should—do so regularly to gain greater proficiency in
iterating your plans.

We encourage you to face uncertainty and volatility straight on, and leverage this PIVOT 20/20 guidebook
to learn to better navigate, build resiliency, and accelerate growth in whatever future comes our way.

We wish you a safe, successful, and prosperous 2025 and beyond!

Our PIVOT 20/20 guidebook shares scenario-planning practices to help companies navigate the unexpected.

We understand that every company is different and therefore some information may not be applicable to your
business. Before implementing these practices, evaluate the guidebook for its relevance and customize as needed
to fit your company’s situation. Shepherd Advisors bears no responsibility for any circumstances arising out of, or
related to, the adoption, or the decision not to adopt, any of the tools, practices, or processes contained in this
guidebook. We hope, however, that you find value in this resource and leverage it to the utmost for your success.




THE PIVOT 20/20 PROCESS
Navigate uncertainty in four steps.

01 ASSESS

Current State Assessment. Assess your current state to gain a
more comprehensive understanding of your business situation.

02 ANTICIPATE

Scenario Planning. Develop scenarios to help you envision
upcoming business situations and create key responses.

03 ANALYZE

Scenario Financials. Model scenarios to assess the financial
impacts of each scenario—and then iterate.

04 NAVIGATE

Scenario Navigation. Monitor leading indicators to help
determine key decisions and actions—and act on them.




01
ASSESS

CURRENT STATE ASSESSMENT

Market conditions are constantly in flux and sometimes shift enough to rock even the foundations of your
business. Before looking at tomorrow, it makes sense to understand what is true about the resiliency of
your business today.

The Current State Assessment helps teams first develop a realistic picture of your firm'’s resiliency today
and then begin to lay a foundation to envision different potential futures.

This tool has short-answer queries about market demand, supply, the business itself, and the future.
Consider each short-answer question about your markets, your business, and the future, and respond to
those that are relevant to you.

Here are some tips to keep your momentum going through this assessment.

Create a PIVOT team that includes members who are responsible for strategy, business
development, procurement, finances, human resources, and customer relations.

Draw on specialized expertise by asking functional leaders and experts to address relevant queries.
Then work as a larger team to integrate these answers into a unified view.

Make the queries work for you. If a query is ...
e off point, change it so that it works better for you.
e irrelevant, skip it or reword it to make it relevant.

e too difficult to respond to, list what you don’t know and return to it when you have more
information.

We recommend teams complete the first draft of this assessment within 4-6 hours. In your first pass, “close
enough” is good enough. Return later to iterate, update, and improve your assessment.
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DEMAND

MARKET RESILIENCY

What are the implications of

. . . . k ili ?
What potential market changes in the next 2 years (including your market resiliency assessment

permanent changes) would have major impacts on your company?

Which of your business segments are in the best position to weather
spiking market uncertainty and volatility?

What are the best actions to address
your firm’s vulnerabilities?

What are your firm’s most vulnerable markets, products, and services?
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DEMAND

CUSTOMER RESILIENCY

What are the implications of your
customer resiliency assessment? What are
the best actions that will strengthen your

market position against competitors?

Which of your customers are most resilient and able to surive market
disruptions?

Which of your customers are most vulnerable to sudden market shifts?

COMPETITION RESILIENCY
What are the implications of your

Which of your competitors are best positioned to weather market competitor resiliency assessment? What are
disruptions? the best actions to strengthen your market
position against competitors?

Which of your competitors are likely to struggle or close in periods of
heightened uncertainty and volatility?
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SUPPLY

SUPPLY CHAIN

What are the implications

What are the most critical elements of your supply chain today? of your supply chain
resiliency assessment?

What supplies are at higher risk for market disruption over the next

2 years?
If a supply chain crisis emerges, which of your suppliers are likely to What are the best actions to
slow or stop delivery? strengthen your supply chain or

safeguard against disruptions?

What other potential supply chain or other business disruptions
might you face in the next 2 years?
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ASSESS COMPANY NAME:

SUPPLY

LABOR & TALENT

What are your top concerns about supply of labor and talent in the What are the implications of your labor

next 2 years? & talent assessment? What are the best

actions to protect you against fluctuations
or disruptions in the labor & talent pool?

What are the top factors that may increase the cost of labor and talent
in the next 2 years?

What are the top factors that may decrease the cost of labor and talent
in the next 2 years?

OTHER SUPPLY FACTORS
What are the implications of your

Are there any other supply challenges and opportunities that you need assessment? What are the best actions to

to consider? address these challenges and opportunties?
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YOUR BUSINESS

WHAT YOU STAND FOR

What are the implications of this
assessment? What actions ensure the
legacy you want for your business?

What do you most want to be remembered for?

What do you not want to be remembered for?

CRITICAL NEEDS

What are the implications of this critical
needs assessment? What actions ensure

What are your most critical needs over the next 1-3 years?
these needs will be addressed?

Which customers, suppliers, and partners must you prioritize to
address these critical needs?
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YOUR BUSINESS

STRENGTHS & VULNERABILITIES

. . N
What are your most sustainable offerings today~ What are the resiliency implications of

your strengths and vulnerabilities?

What are your most valued assets today?

What are your company’s greatest vulnerabilities in the near term?

What are the best actions to bolster
both strengths and vulnerabilities?

Which of your key competencies and capabilities do you need to keep,
build, or improve upon in order to weather periods of high volatility?

Which of your customers must you keep in order to survive and thrive
despite uncertainties in the market?
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YOUR BUSINESS

CULTURE, TALENT, & LEADERSHIP

What cultural attributes do you place the highest value on today and What are the implications
over the long term? of your culture, talent, and
leadership assessment?

How can you hold on to key talent and team members, even during
times of increased volatility?

How can you better position and strengthen your leadership team to

weather periods of heightened uncertainty? What are the best actions to
strengthen your team?

What steps can you take to better foster and reward team
engagement and innovation during periods of rapid market change?
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YOUR BUSINESS

NEW OPPORTUNITIES

What new potential markets could most value your capabilities in the What are the implications of your
next 2 years? opportunities assessment?

In what new ways can your company be more successful going
forward?

What are the best actions to
leverage new opportunities
against uncertainty?

What new innovations and opportunities should you consider
pursuing?
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FUTURE

POSITIONING

What are the implications of

If market conditions deteriorate significantly over the next 2 .
your positioning assessment?

years, what critical decisions must be made to stay in business?

If market conditions improve significantly over the next 2 years, what
new growth opportunities could emerge?

In the current moment, what market conditions seem most likely to What are the best actions to
prevail in the next 2 years? position your business for success?

What are the “must-do” improvements to increase future success—
regardless of market conditions?
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FUTURE

LEADING INDICATORS

What are the implications of your

What broad economic, social, political, technological, and other o
leading indicators assessment?

macro-level drivers can you monitor that will help you identify
how market conditions are changing?

What industry, regional, and other market-level trends and data points
can you monitor to help you identify how markets are changing?

What are the best actions to help you
pinpoint and address these factors?

What internal company-level leading indicators can you monitor to
help you identify how your position in the market is changing?
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02
DEVELOP SCENARIOS

After assessing the company'’s current position, it's time to develop scenarios.

Scenario planning is the process of imagining and planning for hypothetical outcomes ahead of future
uncertainty. It is not about accurately predicting the future, but rather about using key trends and drivers to
envision ways of moving your business toward different plausible futures. With scenario planning, the team
will visualize different futures together and develop strategies to succeed in each.

Follow these three steps to effectively plan for different scenarios.

1. Envision four different plausible futures. The team will envision different “what if” situations and
think through the steps to take advantage of different conditions.

2. ldentify best, worst, and likely case scenarios. The team will envision market conditions over the
next 2-3 years that are decidedly Best Case, Worst Case, and Likely Case.

3. Iterate. Use the Scenario Financials models to analyze the financial implications of each scenario and
refine anticipated actions to maintain viability.

Let's walk through each step.

UNCERTAINTY #1:
ECONOMIC HEALTH
Rebounded & Thriving

FUTURE 1: T FUTURE 2:
e GDP growth 3-5% e GDP growth 3-5%
® Pent-up demand unleashed E ® Pent-up demand unleashed
UNCERTAINTY #2: * New suppliers enter market I e Big OEMs consolidate
SUPPLY CHAIN HEALTH e Strong small-mid suppliers grow ® Small-mid suppliers thrive
® Plenty of capital available ® Plenty of capital available
Falling Apart e Labor/talentis hard to get e Labor/talentis hard to get Strong as Ever
<+ Low HIGH ——— >
FUTURE 4: FUTURE 3:
e GDP growth minus 5%+ e GDP growth minus 5%+
® Demand is down 40%+ ® Demand is down 40%+
* Many big suppliers fail 2 e Bigsuppliers consolidating
¢ Small-mid suppliers out of biz S . Strong small-mid suppliers survive
e Little capital available e Little capital available
e Labor/talent is plentiful i e Labor/talent is plentiful

Deep Recession/Depression
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%% 02: ANTICIPATE

Step 1. Envision different plausible futures.

Visualizing different possible situations is the foundation of scenario planning. To imagine and plan for
plausible futures, PIVOT teams should:

e Select a timeframe for three scenarios that are Best Case, Worst Case, and Likely Case.
¢ Identify 3-6 key trends and drivers that are shaping your industry’s future.

¢ Identify 3-6 different uncertainties that affect your industry's future. These can be economic, market,
health, social, technological, political, or something else. Each, however, must be at least somewhat
unpredictable and would significantly impact your business depending on how they unfold.

Once your team has created this shortlist, next they should:

e Select the two uncertainties that most dramatically affect your company’s future because they are
very unpredictable and have very significant impacts (both favorable and unfavorable) on your
business.

e Setup a2 x 2 graphic that identifies four distinct future. (See page 2.1 for an example.) Place each of
the two uncertainties on the chart, one on the X and one on the Y axis. Each axis will move from “Low”
to "High” to create four possible futures, one in each quadrant.

e Describe plausible conditions for each future. These will vary as each unfolds in different ways.

Step 2. Identify best, worst, and likely case scenarios.

Once the PIVOT team has envisioned four plausible futures, they can move on to developing specific
scenarios based on which futures would create a Best Case, a Worst Case, and a Likely Case scenario.

Likely Case

Worst Case Best Case
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%12 02: ANTICIPATE

Your PIVOT team should use this tool to:
e Develop fuller stories for each scenario, what it looks like, and what responses are required to adapt.
¢ Think through the impacts that each scenario’s future might have on the business.

* Generate specific strategies and steps to respond to that future.

One page is provided for you to develop each scenario. On each page, your team will:
e Name the scenario.
e Write 2-3 sentences that describe the scenario at its core.
* Create 3-5 "key market headlines” for the scenario.
e OQutline the "strategic moves"” that will drive success in each particular future.

¢ Define decisions and actions you would take to improve competitive positioning and prospects for
growth, as well as reduce costs and risks in order to extend the firm’s survival.

e Describe this scenario’s implications and other considerations.

Upon completion of each scenario, you should be able to clearly articulate, “If this future happens, we will
pursue these strategies and take these specific actions to reduce costs and invest in growth to survive
and thrive.”

Step 3. Iterate.

After developing the qualitative scenarios, use the Scenario Financials model in the next section to (1)
analyze each one’s financial implications and (2) iterate and refine anticipated actions for each. Your goal is
to ensure that each qualitative story aligns with the resulting quantitative financials.

Your team may iterate between this tool and the financial tool several times.

Altogether, your team should plan to spend 3-4 hours drafting the scenarios and iterating with the financial
analysis. We recommend limiting your time drafting the scenarios to about 2 hours, with another hour to
refine them after completing the financial modeling.

Planning around major future uncertainties isn't easy. But your team can capitalize on what they already
know to develop plans to succeed in multiple futures. Each iteration will yield greater clarity, meaningful
conversations, and constructive strategies to move your business through uncertainty to contingent plans to
concrete paths towards success.

No one really knows what's on the horizon, but you can plan for different plausible outcomes so you can
move forward clearly and confidently—no matter what future actually emerges.

=) Shepherd e: loch@shepherdadvisors.com | w: shepherdadvisors.com
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ANTICIPATE

DEFINING PLAUSIBLE FUTURES

List key trends and drivers shaping your firm’s markets and opportunities, as well as near- to midterm
uncertainties. Trends, drivers, and uncertainties can be related to economics, technology, society,
politics, environment, regulations, and public health.

KEY TRENDS AND DRIVERS SHAPING

THE INDUSTRY’S FUTURE:

Identify the two uncertainties that are highly unpredictable and could have the most significant impacts
on the firm's future. Then describe a "high” and “low” version of each.

UNCERTAINTY #1:

Shepherd
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% 02. ANTICIPATE

Envision key elements that describe four plausible futures emerging from High-Low combinations of these
two uncertainties.

UNCERTAINTY #1:

Label:
HIGH

FUTURE 1: FUTURE 2:

UNCERTAINTY #2:
Label: Label:
LOW HIGH

FUTURE 4: FUTURE 3:
LOW
Label:

5 Shepherd
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BEST CASE SCENARIO scenarioNare:. [

Briefly describe the scenario in 2-3 sentences that vividly capture its
essence.

What are the implications of
this best case scenario?

Identify 3-5 key market headlines that encapsulate major changes in
the future market (e.g., supply, demand, and other conditions).

Describe specific strategic moves that will help your business succeed in
this scenario.

What other considerations
come to mind?

Outline specific decisions, investments, and actions you can take that
will increase competitiveness and growth in this scenario.

Outline specific decisions and actions you can take that will reduce
business risk and costs to ultimately extend survival in this scenario.

5 Shepherd
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WORST CASE SCENARIO Scenario Name: _

Briefly describe the scenario in 2-3 sentences that vividly capture its
essence. What are the implications of

this worst case scenario?

Identify 3-5 key market headlines that encapsulate major changes in
the future market (e.g., supply, demand, and other conditions).

Describe specific strategic moves that will help your business succeed in
this scenario.

What other considerations
come to mind?

Outline specific decisions, investments, and actions you can take that
will increase competitiveness and growth in this scenario.

Outline specific decisions and actions you can take that will reduce
business risk and costs to ultimately extend survival in this scenario.

5 Shepherd
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MOST LIKELY SCENARIO scenarioame: |

Briefly describe the scenario in 2-3 sentences that vividly capture its
essence.

What are the implications of this
most likely scenario?

Identify 3-5 key market headlines that encapsulate major changes in
the future market (e.g., supply, demand, and other conditions).

Describe specific strategic moves that will help your business succeed in
this scenario.

What other considerations
come to mind?

Outline specific decisions, investments, and actions you can take that
will increase competitiveness and growth in this scenario.

Outline specific decisions and actions you can take that will reduce
business risk and costs to ultimately extend survival in this scenario.
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ANALYZE

To round out the Best, Worst, and Likely Case scenarios you developed in the last section, it is critical to
understand the financial implications and opportunities in each scenario. We recommend that you build

a financial model which enables you to compare profit and loss (P&L) and cash flow (CF) impacts and
implications.

Shepherd Advisors has developed a Scenario Financials Excel tool to compare high-level P&L outputs from
different scenarios. You can use this tool to:

* Iterate and refine scenario assumptions and actions.

e Conduct sensitivity analysis to assess the financial impacts of different market changes and company
responses.

e Compare the financial aspects of the scenarios.

While not overly complicated, this model does require familiarity with Excel and your company’s financials.

To receive the most up-to-date version of the Scenario Financials tool,

contact Loch McCabe at loch@shepherdadvisors.com.

Projected Financials Over Next 8 Quarters
for Three Scenarios

=@ Best Case

‘ \ e=@==|ikely Case
\ a=B=m\WOrse Case

—
—
\_’t

Ql Q2 G3 Q4 Q5 Q6 Q7 Q8
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NAVIGATE

Now that you have assessed your current state and developed best, worst, and most likely case scenarios of
potential outcomes and actions, you are ready to identify indicators that will help your team see which future
is actually unfolding.

The Scenario Navigation tool is designed to capture leading indicators that foreshadow future conditions.
Scenario planning is increasingly effective when combined with monthly updates of leading indcators that
your team can use to foreshadow different outcomes.

To effectively use the Scenario Navigation tool:

® Review the list of macro, industry-level, and company-level leading indicators that the team
identified at the end of the Current State Assessment.

e Select 4-6 leading indicators that give the best sense of how the big-picture future is evolving for
both the industry and the firm. For each indicator, identify specific metrics that are easy to find and
updated often.

¢ Review the indicators, along with other real-time data, insights, and knowledge the team has, in
order to consider which scenario or future is most likely to emerge.

e Track metrics for each indicator for this month, last month, and the month prior. Displaying these data
points over time will reveal trend insights. Update leading indicator metric points regularly (monthly is
recommended).

® Inregular team meetings, combine observations about these metrics with other insights to formulate
a sense of which way the future is tracking. Then discuss which scenario should get more attention
and which near-term actions should be taken over the day 30 days to position for that scenario.

e Finally, list key questions, uncertainties, and other important issues.

By regularly utilizing the Scenario Navigation tool, you will become increasingly effective at this strategic
forecasting discipline. You will build competency and accuracy, as well as confidence to proactively pivot
with shifting markets and address emerging changes.
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LEADING INDICATORS

LEADING INDICATORS 2 MONTHS AGO LAST MONTH THIS MONTH

SCENARIO KEY ACTIONS

NEAR-TERM DECISIONS & ACTIONS

KEY DECISIONS & ACTIONS KEY QUESTIONS / ISSUES / UNCERTAINTIES
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MEET SHEPHERD ADVISORS

Loch McCabe Mike Holzworth Merv Carse
STRATEGY EXECUTION INNOVATION

SHEPHERD YOUR TOMORROW

Shepherd Advisors helps companies build and accelerate sustainable
growth. Sometimes this calls for a pivot in strategy. When navigating times of
crisis and uncertainty, scenario planning can be the game changer.

Do you see opportunities in volatile times? We do.

We'd love to talk with you about how you can take advantage of opportunity.
To get in touch, email Loch McCable at loch@shepherdadvisors.com.

We look forward to meeting you.

Shepherd
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