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IR 2020 — Fresh Ideas for the Capital Markets of Tomorrow

The Role of Institutional Investors in Corporate Governance
— Short Version —
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Strategic Annual and Corporate Media | Investor Corporate
Communication Sustainability Responsibility Relations Publishing
Reports
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We are a strategy-focused Consulting and Design Agency —
Specialised in Corporate and Financial Communications.

We offer a comprehensive service portfolio — Print and Online:
Consulting, Concept, Design, Project Management and Implementation.
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The role of institutional investors in Corporate Governance
= Developments and theories

= Objectives of the research project

- Engagement of institutional investors

= Outlook and wrap up
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Developments and Theories




Corporate Responsibility — a retrospect PETRANIXDO

@3";‘ TECHNISCHE
UNIVERSITAT
9 DARMSTADT

Many goals were achieved SRI market driven by institutional
= Corporate Governance Guidelines investors
were introduced and partly incorporated Billion €
into company law 6 000
= Worldwide new records in 5 000
corporate reporting according to the
Global Reporting Initiative (GRI) 4 000
= 73% of the DAX30 and MDAX 3000
companies report about CR — but only
60% in accordance with GRI 2000
= Strong growth rate of 1000
European SRI market: CAGR 37%* . ] .

. ] ] } 2002 (EU-8) 2005 (EU-9) 2007 (EU-13)* 2009 (EU-14)
= Internationalization of ownership

structure == Core SRI === Broad SR

* Source: Eurosif SRI Study, 2010
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Shareholder engagement — PETRANIXO
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Key trends reshaping the landscape
= Investment professionals will incorporate ESG issues into mainstream
= Growing international diversity of companies’ shareholders

= non-domestic investors in individual countries now own 37% of
listed European companies (2003 = 29%) — UK and Germany seeing
some of the most significant shifts away from domestic ownership

= Extensive voluntary, regulatory and legislative changes creating new
shareholder rights and responsiblities

— Shareholders are paying more attention to Corporate Governance issues

— Increasing dialogue between investors and companies

— Increase of shareholder engagement at Annual General Meetings

Source: Audit Committee Leadership Summit, 2010; non-domestic ownership in the US approx. 16% and UK 42%
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Engagement of Institutional Investors




Level of investor engagement PETRANIXO
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Low Relationship — Weak Relationship — Strong Relationship —
no voice exit or loyal exercise of voice
= Index funds Institutional Investors like = Hedge funds
= Small funds = Mutual funds = Raider
= Private Investors = [nsurances = Private Equity

= Sovereign wealth funds

= Pension funds
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Obijectives of the Research Project




Research Question PETRANIXO

What is the role

of independent Institutional Investors
iIn Corporate Governance
of German listed companies”?

6 and 7 June 2011 DIRK Conference The Role of Institutional Investors in Corporate Governance 10



Research Gap PETRANIXO
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Positioning of academic research and authors’ research focus

Characteristics of most Focus of author’s research

academic research

- Germany, a civil law country

- inductive — interpretativism /
empirical exploration approach

- in-depth interviews to gather
not publicly available data

- top subject: role of investor /

engagement

- common law countries (UK, USA)
- deductive — positivism approach
- archival data

- top subjects: board structure,
compensation, firm performance
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Outlook and Wrap up




Future role of institutional investors PETRANIXO
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IR 2020 — New thinking and fresh ideas

= Hypotheses 1: Rising shareholder engagement
Stronger and more wide-spread shareholder engagement of ‘mainstream’ investors —

partly by more collaboration

= Hypotheses 2: Increasing ‘strategic dialogue’ with management and
supervisory board
Improvement of ‘two-way communication process’

Institutional investors can add competence to the board in terms of industry
knowledge, analysis and research, internationalization, diversity, independency
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Passion to communicate since 2001

We are specialists.

We have many year of experience.

We are a one-stop shop for concepts, content and design.
We are your reliable and highly qualified partner.

PETRANIX:

We are your partner for

consultancy, concept, design,

project management and implementation
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Corporate and Financial Communications AG
Webereistrasse 31 | CH — 8134 Adliswil — Zurich
T +41 44 385 80 20 | F +41 44 385 80 28

petra.nix@PETRANIX.com | www.PETRANIX.com

Representative Office Munich
Brienner-Strasse 5
D — 80333 Munich

Petra Nix
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