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What we promised you on August 3rd

Cash generation

Č We need to 

generate more 

cash from our 

operations

Cash payout Transparency

Č We will let 

shareholders 

participate in 

additional cash 

generation

Č We will provide 

more comparable 

and consistent 

information

We want to become the most attractive investment in our industry
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We have entered a new phase: Focus on Value Generation

Our superior market positions should enable us to generate more value through 

organic growth

Acquisition phase Roadmap to value 2008 /09 ñHard factsò

1. 2-year profit improvement 

program of ú1Bn initiated

2. Group EBIT in 2008 to reach 

at least ú4.2Bn

3. Net working capital reduction of 

ú700M by year-end 2009

4. Sales of non-strategic assets of 

at least ú1Bn cash within 24 

months

5. Proposed increasing dividend for 

2007 by 20% to ú0.90 per share

6. Enhanced transparency and 

disclosure

Payout

Profitability

Cash generation

Organic Growth

Transparency
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I. Update on Mail

II. Roadmap to value

III. Q3 results

IV. Guidance 2007 ï2009

V. Appendix
I. Detailed Q3 numbers

II. Balance sheet and cost structures

Agenda
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Update on Mail

Out of ú15.9Bn revenues of the mail division, market liberalization will only 

be directly relevant for 32% of mail revenues (mail communication for 

business customers) 

Liberalized regulatory environment now clear

Revenues: With the new regulatory pricing regime, profitable volume 

protection much easier

Cost: Through building-up cost flexibility during the last 2 years

we are prepared for fast cost decreases, if needed

Bottom line: Therefore, maximum risk of 10-20% EBIT erosion 

by 2009 confirmed

1

2

3

4

5
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The rules for 2008 are determined

Key regulatory factors influencing mail communication in Germany

Monopoly

ÅThe exclusive license for letters of 

Ò 50 g will expire at the end of 2007 in Germany

ÅStaggered liberalization in Europe in 2011 and 

2013

Prices

ÅFor single piece items: The regulator has 

recently approved the current price-cap regime; 

this provides stability of ex-ante prices for the 

next 4 years

Å For mail over 50 pieces: new pricing flexibility

Universal Service Obligation (USO) 

and VAT

ÅDPWN will continue compliance with USO , e.g. 

nation-wide delivery

Å No VAT change on mail planned for January 2008 

Minimum wage

ÅGermanyËs government coalition parties 

reached a political agreement on the question 

of minimum wage for the letter mail sector

Å Politicions agreed on a wage level of ú8.00 to 

ú9.80 for mail service providers which 

predominantly deliver letter items on a 

commercial and professional basis
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The new pricing regime will result in stable prices for private 
customers and profitable volume protection for business mail

Confirmation of proven pricing regime for the next four years

- Ex ante regulation for single piece items

- Proven price cap formula

Therefore: stable prices as in the past, especially for private 

customers

Single

piece 

items

Mail 

over 

50 

pieces

From January 1, 2008, new pricing flexibility for mail over 

50 pieces

- Pricing set by the company according to the business needs

- New products with specific price/performance profiles

Therefore: profitable volume protection for business mail

Limited

revenue 

at-risk 

following 

market 

liberalization
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Cost flexibility allows DPWN to appropriately react to 
competition 

Substantial flexibility in personnel costs built up over the past

two years

- ca. 4,500 FTEs per year enter retirement/leave the company 

(4.1% of total mail workforce)

- ca. 8,400 FTEs work on temporary contracts (7.6% of total mail 

workforce)

- ca. 27,400 FTEs work part-time (24.7% of total mail workforce)

Per-

sonnel 

costs

Other 

costs

Volume-related cost reduction measures have been prepared 

in detail

- Reduce number of night mail transport flights

- Align overall delivery and transport network 

- Reduce volume of outsourced functions, e.g. trucking



Investor Day | Bonn | 08 November 2007 8Dummy figures -- Preliminary Draft 8

Important conditions for Mail business are now widely 
defined

More clarity in the 

regulatory environment

Combination of proven 

old pricing regime with 

new pricing flexibility

High flexibility for cost 

adjustments, if needed

Maximum EBIT risk of 10 to 20% by 2009 confirmed
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ú1Bn operational improvements will be achieved by 2009

Underpinning our profit growth plans

ÅWe have started a series of bottom line improvement 

programs totalling ú1Bn by the end of 2009 to 

underpin our EBIT development

ÅMonthly reviews by CFO with divisions on progress

ÅRelentless focus on all underperforming units

Increasing operational profitability

Payout

Profitability

Cash generation

Organic Growth

Transparency
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All divisions committed to ú1Bn program

ú500M+ to become effective in 2008

Efficiency gains of ú1Bn to support EBIT growth 

0

200
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1,000

1,200

2009

úM

~100

~100

~200

~100

Min. 500

2008

~200

~200

~350

~250
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Logistics

Corp. Center/

overhead

Express

Mail and 

Financial

Services
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Over ú1.7Bn cash will be generated by 2009 through NWC 
reduction and real-estate sales

Long-term perspective ensured through Value Based Management

ÅIntroduction of Value Based Management using 

Asset Charge Concept

ÅManagement incentives will be strongly tied to 

EBIT after Asset Charge

ÅExercise strong discipline in Capex

ÅWe will reduce our working capital. 

Commitment to free up ú700M by year-end 2009 

ÅWe target to raise at least ú1Bn cash from 

disposals of real estate by 2009

Improving the cash generation 

of our business

Payout

Profitability

Cash generation

Organic Growth

Transparency
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Introducing Value Based management at DPWN to focus 
on cost of capital

1. WACC = Weighted Average Cost of Capital  2. NAB = Net Asset Base

Asset Charge

EBIT 

WACC1

EBIT after Asset Charge

NAB2

-

x=

=

EBIT currently major performance and steering metric

Focus management attention on amount and cost of 

capital tied into their business (using 8.5% as 

approximation of group WACC)

EBIT after Asset Charge to become new key 

performance indicator at Deutsche Post

EBIT after Asset Charge scheme
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Already in 2006, DPWN generated value above cost of 
capital of more than ú1Bn

EBIT after Asset Charge will replace current EBIT focus 

Basic concept 

overview

We are committed to focusing

on value creation 

ƴValue creation has to take capital employed into 

consideration

Č Pure sales margins alone are insufficient

Č We will employ a residual income metric

ƴWe apply the Weighted Average Cost of Capital 

(WACC) on our Net Asset Base

ƴExecutive compensation and incentives will be 

linked to EAC starting January 1st, 2008

2,825

EBIT

1,670

Asset charge

1,155

EBIT after Asset 

Charge (EAC)

úM DPWN excl. Postbank

(2006 data)

New Value Creation Metric: EBIT after Asset Charge (EAC)
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DPWN will reduce NWC by more than ú700M by year-end 2009

Extensive analyses identified significant potential for cash free-up

DPWN already with lower NWC than peers1

Additional  reduction potential 

of ~700M until 2009

1. Working Capital Intensity calculated as WC divided by Sales (12 months rolling sum)
Peer group comparison based on 2006 annual report figures

2. DPWN definition of NWC includes inventories, receivables and other current assets net of trade payables, other current liabilities and accruals  (with minor corrections)

~30

Total ~-700

Logistics

Express

Mail/Services

Growth
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1,000

2,000

3,000
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DPWN will unlock significant real estate values over the 
course of the next 2 years

DPWN real estate portfolio (excluding Postbank)

31.5M square meters of properties 

used by DPWN today

M sqm

About ¼ of asset book values 

may be sold

Leased
23.1

(73.3%)

8.4

(26.7%)
Owned

4.0

0

1

2

3

4

Total Book Value 

úBn

Target for disposal

at least

ú1.0Bn cash

Targeting at least ú1Bn cash from disposals of

real estate by 2009
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20% dividend increase to ú0.90 per share proposed

Raising payout to new sustainable heights

ÅWe propose to raise the dividend to ú0.90 per 

share for 2007 (20% increase vs. 2006)

ÅThereafter, the dividend growth will be broadly in 

line with underlying earnings growth 

ÅWhen asset disposals reach target (ú1Bn) other 

methods of cash return (including share 

buybacks) will be considered

We aim to improve cash

returns to shareholders

Payout

Profitability

Cash generation

Organic Growth

Transparency
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37.4%

Payout ratio1

(in %)

We propose to raise our ordinary dividend 
to ú0.90 per share for 2007

Dividend will let shareholders participate in growing profitability

1. Based on reported net income adjusted for extraordinary expenses     2. Scenario: Based on annual dividend of ú0.9 per share for 2007 and 10%p.a. increase 

Dividend 

(in úct/share)

CAGR: 

18%
ÅOver the last five years we 

distributed ú3.2Bn

ÅWe will raise our dividend by 20%

next year (to ú0.90 per share)

ÅThereafter, payouts will increase 

broadly in line with underlying 

profit growth

ÅOver the next five years 

we should distribute 

between ú6.4-6.6Bn2
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Services segment unbundled starting Q1/2008

New reporting will further improve transparency

ÅImproved disclosure on an annual and quarterly 

basis 

ÅUnbundling of the Services segment and 

allocation of the respective costs (esp. GBS)  to 

the divisions

ÅReporting of a clean ñCorporate Center / non-

operating resultò segment

Improved transparency & disclosures

Payout

Profitability

Cash generation

Organic Growth

Transparency
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Creation of GBS has lead to significant cost savings over 
the last two years

Å GBS created at the end of 2005 to leverage group scale and know how (IT, 

procurement, finance ops, real estate, etc)

Å Twin objectives

1. Drive down cost to, at least, market levels

2. Drive up quality

Å Progress so far is very positive; savings of more than ú200M have been achieved 

in the last two years and were shared with the divisions

Å Historically, transfer prices from GBS to divisions have been - as far as possible -

at market levels; delta to market prices has been shown in Services result

Å In the future all GBS costs will be charged to operating divisions; GBS will be run 

as a cost center

Å No effect on group EBIT

Å The likely impact of this would be to reduce EBIT in the divisions by 

- 2006:  ú189M

- 2007:  ú156M

Services 

segment 

created

Progress 

achieved

Proposed 

Services 

unbundling

GBS already achieved over ú200M in savings
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Unbundling Services and allocating GBS cost to 
operating divisions

Two steps in creating transparency

LogisticsExpressMail

GBS

Services

Un-

bundling

GBS Re-

allocation

V6
Corp.Center

Charge

Retail

Outlets

Corp.Center

Charge

Corp.Center

Charge

Corporate Center/ Non-operating result

Fleet

(~100%)

Other GBS

(SLA1)

Other GBS

(SLA1)

Other GBS

(SLA1)

B

A

Services

1. Allocation of GBS charges based on actual service usage (Service-Level-Agreements)
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Impact of allocation

EBIT

0

1,000

800

Pro-Forma new results per division for 2006 and 2007

Mail Express Logistics

EBIT as 

reported

Pro 

Forma 

EBIT 

after un-

bunding

2,094

2006

~2,000

2007

0

2,000

2,200

úM
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288

0

300

600

2006 2007

750

2006

954

2007

0

1,000

800

+69

2,094

2006

+26

~2,000

2007

0

2,000

2,200

113

260

0

200

400

-173

2006

-126

2007

Note: EBIT as reported for 2007 based on guidance

400+

274+

900+

115
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New reporting structure expected to be stable for the 
near- to mid-term

In case of necessary adjustments however, figures will be restated for 8 quarters

In the future, we commit to keeping the 

reporting units stable

Reporting structure changed due to 

acquisitions and reshufflings 

We commit to:

ƴNot changing reporting structure after the 

planned re-organization of the Services Division 

and foundation of ñCorporate Center / Non-

operating resultò 

ƴIf reshufflings should, however, become 

unavoidable due to regulation or business needs, 

we will restate 2 full business years (8 quarters)

Services division formed to raise 

operational efficiency

Reallocation of DHL Freight from 

Express to Logistics

Hubs & Aviation back to Express to 

reflect management structure

2006

Reallocation Parcel Germany from 

Express to Mail 

2007

Unbundling of Services division2008
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Quarterly group revenue 5% higher than in Q3/2006

Revenue development 

Q3/2007 vs. Q3/2006 

Revenue development 

Q3/2007 vs. Q3/2006 Quarterly revenue developmentQuarterly revenue development

541

-1,097

14,893

Q3

16,334

Q4

15,473

Q1

15,436

Q2

3,646

3,363

6,500

2,649

583

-1,103

15,638

Q3

Mail

Express

Logistics

Financial

Services

3,628

0

10,000

15,000

20,000

Consolidation

Mú

3,302

5,996

2,523

5,000

+ 0.5%

+ 1.9%

+ 8.4%

+ 5.0%

+ 7.8%

1.014

14,893

Q3/2006 

-234

FX Organic

-35

Inorganic

Mú

20,000

15,000

0

+745 Mú

(5.0%)

Q3/2007 

15,638

Group level overview

totaltotal organicorganic

YoY GrowthYoY Growth

-0.1 %

+ 6.5%

+ 10.6%

+ 7.9%

+ 5.1%

20072006 (restated)

+ 5.0% + 6.8%Group
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Q3 Group EBIT decline primarily due to one-off effect in 
Q3/2006

Underlying EBIT development

Q3/2007 vs. Q3/2006

Underlying EBIT development

Q3/2007 vs. Q3/2006Quarterly EBIT developmentQuarterly EBIT development
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Group level overview

Non-

recurring:

ú276M 

from conv. 

bond

Non-

recurring:

ú120M 

from sale 

insurance 

business

DPWN reporting becomes more detailed and comparable

Key elements of improved reporting transparency

é already incorporated 

in today's Q3 presentation

More detailed information 

comparable over time é 

ƴMore (relevant) depth

Č More details to reflect business 
characteristics

Č �%�U�H�D�N�G�R�Z�Q���R�I���(�%�,�7���H�I�I�H�F�W�V�����¯�E�U�L�G�J�H�V�°��

ƴGreater comparability

Č At least one full business cycle 
(5 quarters back �¦ to  be extended to 8 
quarters until end of 2008)

Č Use of comparable figures

Logistics: EBIT by 

subdivision

Detailed EBIT 

bridges


