




We have assigned specific metrics to measure our progress executing our Customer First, People Led, Innovation Driven strategy:
• Customer First is measured by gains in Net Promoter Score (NPS) with a 2023 NPS target of 50 or higher.
• People Led is measured by a “likelihood to recommend” target of 80% or higher in 2023.
• Innovation Driven is measured by a consistent increase in Return on Invested Capital (ROIC).

We are laser focused on executing the wildly important strategic imperatives that will provide the most impactful results. Its these
wildly important initiatives that enable our strategy:
• Customer First is about winning in the most attractive parts of the market like SMBs, healthcare and international.
• People Led is focused on the employee experience and making UPS a great place to work.
• Innovation Driven is about taking a more disciplined approach to capital allocation, driving more productivity from the assets we

own and improving U.S. revenue quality to generate better bottom-line results.
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As we told you in July, the current economic outlook, coupled with the early results through June 30 from our revenue-quality and
productivity initiatives, has put us well on our way to achieving the high end of the 2023 targets we shared at our June investor
conference.

We have many levers to pull that will enable us to hit the high end of our 2023 targets including: SMB growth, revenue-quality
initiatives, productivity improvements, and cost elimination. Our path forward includes creating the capabilities and customer
experiences that drive sustainable bottom line improvements.
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In our next chapter, our strategy transitions the company to generating stronger bottom line financial results.

We are making decisions today that will optimize the long-term financial performance of the company and enable us to
achieve our 2023 targets.

By focusing on value share, we are creating new capabilities to win in the most attractive parts of the market, and that will
result in sustainable financial improvement.

In our view, productivity will become a virtuous cycle and we are implementing numerous improvements to increase
productivity across the network.

We are taking a disciplined approach to capital allocation and are investing in the parts of our business that generate the
highest financial returns.

As a result of these efforts, we expect to increase our return on invested capital.



Our more disciplined approach to capital allocation has reversed a multi-year downward ROIC trend. Now, we are generating higher
returns on invested capital, and, based on results through June 30, we are well on our way to achieving the high end of our 2023 ROIC
target of 29%.

Additionally, we are increasing U.S. Domestic operating margin through our better not bigger approach, which includes growing SMB
volume faster than volume from large customers, improving revenue quality and reducing our cost to serve through productivity and
cost take-out initiatives.



We are focused on growing in the most attractive parts of the market with initiatives to grow SMB volume at a faster rate than volume from
our large customers. SMB volume has grown over the past five quarters and made up more than 27% of our total U.S. volume in 2Q21.

Under the better not bigger framework, we will continue to be selective on the volume we bring into the network. On our 2Q21 earnings call,
we said to expect U.S. volume in 2H21 to grow around 1%, and 3Q21 volume is expected to be down a similar percentage as 2Q21. This is
a different volume trend relative to the past several years, which will impact the magnitude of scale benefit from the network in the short
term.

We are investing in enabling capabilities and the customer experience to grow volume from SMBs and other high yielding parts of the
market.



We expect the better not bigger framework to deliver margin expansion and are seeing early results; however, historical seasonality does
not apply as we transition the business.

We fundamentally changed the way we operated in 1Q21 by eliminating peak expenses much faster than in the past, which boosted
1H21 margins.

Year-over-year comps, transition to our better not bigger framework, incremental market rate adjustments, the layering of initiatives, and
other items are influencing patterns within our business.



In our view, productivity will become a virtuous cycle, rather than a transformation event. We are operating our business in an opportunity-
rich environment and continue to drive numerous productivity improvements across the network, reducing our cost to serve, including:

• An anticipated $500M in non-operating cost reductions in 2021, with an additional $500M of opportunity in 2022.

• Operating cost initiatives including reducing casualty costs, leveraging network automation and robotics, deploying Smart Package
RFID technology, further improving cube utilization, reducing driver package selection time, and others.



Looking at the International segment, there is tremendous opportunity for us to grow cross-border e-commerce and expand our market
presence through an asset-light strategy. Our aim is to grow market share and operating profit, while maintaining our industry-leading
margins.

And in the Supply Chain Solutions segment, the actions we have taken have moved the needle on operating margin, which averaged
6.6% over the past five years, and in the second quarter of 2021 increased to 9.7%. In July we told you that we expect margins in the
Supply Chain Solutions segment to remain elevated and contribute to overall margin expansion.












