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Survey details
Communication of value drivers in Investor Relations

Respondents

- 70% DIRK members

Index (DAX, MDAX, SDAX)
Germany

Published by DIRK (German Investor Relation
Association), initiated and sponsored by EY
as co-publisher

H Other
65%

97 responses from Investor Relations
Officers in Germany, Switzerland and
Austria*

Companies mainly listed in reg. markets

9% IR club members

Members of IR associations in Germany Switzerland Index (SMI, SPI, SLI)

(DIRK), Austria (CIRA) and
Switzerland (IR club)

100%

Purpose of the survey

Getting an insight on short- and long term
communication of value drivers in Investor
Relations 21% CIRA members

i Index (ATX, IATX, WBI)
Austria

Providing an overview on both financial and W Other
non-financial value drivers and their potential 67%
for value creation in the short- and long haul

* More than 300 Investor Relations
Officers in GSA were approached
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Framework for the
communication of value drivers



» VUCA markets

» “Activist” investors and
concentration of ownership

» Better comparability through global

standards

» Challenged national corporate
governance by global best practice

» Fundraising in new pools of liquidity

Short- and long-term disconnection:

More active, short-term and powerful
international investors

Long-term investors requesting
commitment to a long-term approach
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» Fragmented market
infrastructure

» Speed of communication and
digital disruption

» Availability of data with
autom. analytics in real time

» ESEF - machine to machine
» Blockchain as new wave

» New core values of next gen.

» Working with new tools and
environments

» Sharing culture

» New communication formats

» Power of (passive) beta
investors

October 2019

EY



Framework for the communication of value drivers
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Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019



Digital age: Shape of value is changing
Intangible values getting more important for investors

represented Sl
0 ; Intangible value
17% of market valuein 1975 and by 2015 =+ | valve SRS
. . ' or communicated

have risen in some sectors to ' Current focus

i of investors
. : Intangible value Long-term

Undisclosed . Not d i
. ot measure value drivers
! or communicated hitincibl I

rose by annually from 2011 . gl s i
) Reliably measured
| and communicated

is

based on intangibles on average i
: i Current 1 .
) ' focus of Intangible Intangible
: | accounting book value book value
' | profession on
: i financial
: | statements
: : Tangible Tangible
] - book value book value

Sources: EPIC report, 2018, 2017 Global Intangible Finance Current perspective Long term value perspective

Tracker, 2017 Edelman Trust Barometer and 2017 ICAEW, EY: is
everything that counts being counted?, 2018.
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Intangible assets

» Visible in financial statements
IAS 38.57

» Measured at cost

P&L

» Research costs generated
internally are expenses IAS
38.54
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Digital age: Intangible assets
|AS 38 in historical financial statements

IAS 38 defines an asset as ‘a resource controlled by an entity as a result of past
events; and from which future economic benefits are expected to flow to the
entity’

IASB considers that the essential characteristics of intangible assets are that
they:

Are controlled by the entity

Will give rise to future economic benefits for the entity
Lack physical substance

Are identifiable

Intangible assets meeting the characteristics are initially measured at cost,
subsequently measured at cost or using the revaluation model, and amortized on
a systematic basis over their useful lives

Key question:
Purchased or self created - acquired externally or generated internally?

Goodwill acquired in a business combination is accounted for in accordance with
IFRS 3 and is outside the scope of IAS 38

Communication of value drivers in Investor Relations October 2019 EY



Intangible assets in listed companies
Price-to-book-value of selection indices

Price-to-book-value

5,0 1,2
4,6

a5

1l
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35

L 08

3,1
3,0
25
25 0,6
2,0
1,7 1,7

- 04

15 1,4
1.2

1,0

L a2
0,5
0.0 [}

DAX* MDAX* SDAX* TECDAX 30 ATX 20 SMI 20 MNASDAG 100

Price-to-book-value = Closing price of the last working
*without TecDAX 30 classified constituents day (book value/ oustanding shares)

Source: Thomson Reuters, data bazed on 03/18/1%

Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Valuation KPIs of listed companies
Price-to-Earnings ratio and dividend yield

Price-to-Earnings and dividend yield

35,0
30,0 23,3
3,2%
3,1%
250
200 2,3%
15,0
128 15,0 124 1,4%

10,0

5.0

0,0

DAX* MDAX* SDAX* TECDAX 30

m Median Price-to-Earnings per share

“without TecDAX 30 classified constituents
Source: Thomson Reuters, data based on 031819

Communication of value drivers in Investor Relations

3,7%

L 0,035

5,7 - 0,03

L 0,025

- 0,02

L 0,015

L 0,01

ATX 20 SMI 20 NASDAG 100

m Median Dividend yield

Price-to-Earnings ratio = Closing price of the last working day/earnings per share
TTM = Trailing Twelve Months (referring to the last 12 months)
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Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Short- and long-term in capital markets
Time period for “long-term”

Q What is considered as “long-term” in the IR practice in context of
value creation?

2 8% 5 to 10 years

frameworks (i.e. corporate governance codes, EU capital market laws,
accounting standards and admission requirements of stock exchanges), but

“Long-term” and “sustainability” are mentioned in several regulatory
there is hardly ever a specific clarification on the time period.

Communication of value drivers in Investor Relations October 2019

E
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Importance for different groups of investors
Short- and long-term value drivers

Q How important are short and long-term value drivers in general for the
following investor groups?

Short-term value drivers Long-term value drivers

I Long-term institutional investors
I High networth individuals and family offices

I Funds from insurances
| | | Pension funds
j I Sovereign wealth funds

I Retail investors
Institutional index or beta investors
I Activist investors

Average of the given
I Hedge funds answers

1 2 3 4 5 X 2 3 4 5
Not important Very important Not important Very important

Q How important are value drivers for the following investor groups targeting
different sizes of companies?

45 % Small and Mid Cap
41 % Large Cap
S DIRK/EY: C icati f val
drivers in Investor Relations, 2019 Short-term Long-term
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Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Financial and non-financial value drivers
Key financial value drivers - by index participation

Q  What are the key financial value drivers for your business over the long

haul?

MDAX,
SDAX,
DAX, IATX,
SMI and WBI, SPI
ATX and SLI No Index

YR H6%  69%
- [
-
19 % . 17 %

Growth of investment in R&D 19 % 9% 19 %

Revenue growth

EBITDA growth

EBIT growth

Positive cash flow growth

Growth of sector-specific KPls

Financial value drivers

Investments in 5o 19% 20%

internationalization

Investments in new product
launches

19% 16% QEeLE

Communication of value drivers in Investor Relations

Rank1

Il =anc2
| EEE
. Rank 4

October 2019
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Financial and non-financial value drivers
Key non-financial value drivers - by index participation

Q  What are the key non-financial value drivers for your business over the
long haul?

MDAX,
SDAX,
DAX, IATX,
SMland WBI, SPI No
ATX andSLI Index

Great team and the ability to

attract new talent CERN 84 % MR

Strong organizational culture

o]
Good corporate governance 62 % 32 %
Strong brand and good image . 30 %
Providing confidence and trust 89 %
Ability to innovate and disrupt .-.
?r:zt:;:::;r::tion culture and 28% 21%

Non-financial value drivers

Rank 1
Open access to capital 14% 28% 29%
I =ank2
Environmental friendly, social . . Rank 3
engagement, sustainable Y&’ 19% 18 %
Source DIRK/EY: Communication of value acting . Rank 4

drivers in Investor Relations, 2019
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Financial and non-financial value drivers
Biggest non-financial risks over the long haul

Q  What are the biggest non-financial risks for your business over the long
haul?

Problems to attract new talent

Losing confidence and trust

No ability to innovate and disrupt (RND, patents ...
Bad corporate governance

Losing recognition in brand and image

Difficulty to access or no capital

Not environmental friendly/No social engagement/No sustainable acting
No strong organizational culture

No long-term risk management strategy

Market entry barriers getting lower

Decreasing information culture and transparency

C-suite incentivation concept focusing short-term

Not the right composition and diversity of the board

o]

>

b 10% 20% 30% 40% 50% 60% 70%

g

90% 100%

Source DIRK/EY: Communication of value X . . . . .
drivers in Investor Relations, 2019 m No risk mLow risk m Medium risk High risk
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Value drivers in the non-financial statement
Interest of IR stakeholders in the non-financial statement

Q How big is the interest of IR stakeholders in the non-financial statement?

Potential investors

e Average interst of IR
financial statement
Regulators Large Caps
1,83 B Mid and Small Caps
1,70
Employees
1.83
thareholders
1.83
Wider public
1,70
1,59
Analysts
1,48
1,50
1=Low 2 = Medium 3 = High

Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Value drivers in the non-financial statement
Ranking of topics impacting business and equity story

Q Which topic of the non-financial statement has the biggest impact on your
business model and equity story?

Expected trend of the relative
importance on the business
model and equity story

Environmental
issues

Social/employee
matters

Anti-corruption/
bribery

Human rights

2. e 4.

Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Value drivers in the non-financial statement
Effort (time and money) for the non-financial statement

Q How big is the effort (time and money) related to the non-financial statement?

Environmental Social/employee Anti-corruption/ Human rights
issues matters bribery
14% i
26%

61%

44%

44%

36%

14% 15%

High [l Medium Low

Communication of value drivers in Investor Relations October 2019 E 19



Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Value drivers in the non-financial statement
Top 3 main concerns about the non-financial statement

Q What is the most common concern of the non-financial
statement raised by IR stakeholders?

2. No standards 3. Missing metrics

Communication of value drivers in Investor Relations October 2019 EY 20



Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Transparency and frequency of reporting
Freguency of disclosures - impact on long-term orientation

Q Is ahigh frequency (i.e. quarterly) of financial and non-financial
disclosures in IR communications beneficial for long-term orientation?

No

No, toa certain
level

Not sure !
T%

Communication of value drivers in Investor Relations October 2019 E 21



Transparency and frequency of reporting
Information on value creation in annual report

Q Isthe annual report comprehensive enough to inform about value

creation over the long haul?
(Multiple answers possible)

62%
30%

Yes, the annual report is still an important part to inform
about value creation

More future-orientend quidance and a financial outlook N
beyond next year is requested

The format does not meet anymore the needs
of todays communication culture

MNew measures should be implemented to better
communicate value drivers

Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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New KPIs and value drivers

Top 4 long-term value drivers for more regular use in IR

Q  Which long-term value drivers could be used more often in the regular

IR communication?

@ Providing confidence and trust 40 %
'@ Ability to innovate and disrupt 0,
L (RND, patents, ...) 34 /0
I
(000} Good corporate governance 33 %
oooo
00 o =
. Great team and the ability to 29 (y
[I_ﬂ_l] attract new talent 0
Communication of value drivers in Investor Relations October 2019
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Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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New KPIs and value drivers
Reasons for non-usage of countable KPIs in IR

Q If you are not using countable KPIs in IR communication, what are the

reasons?
(Multiple answers possible)

Concern about
misinterpretation

No awareness for
the need

Not a mandatory
part of non-financial
statement

No available
data

No sufficient
KPIs

No business
practice

Communication of value drivers in Investor Relations October 2019 E
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New KPIs and value drivers
Ranking of countable KPIs for more reqgular use in IR

Q  Which countable KPIs could be implemented to better use long-term value

drivers in IR communication?
(Open question)

Customer satisfaction Patents/licences/new Employees (age, Employee satisfaction CO; - emissions Sustainability Proportion of women
products fluctuation, number,
motivation)

Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Chance for a balanced communication of value
drivers in IR practice

in the communication of long-term financial and non-financial

D\F The survey shows that IR officers see potential for improvement
Qél rgﬂ value drivers. Overall, there are four approaches identified:

Better positioning of the non-financial statement amongst all IR stakeholders,
but especially among analysts, who provide the capital market with a range of
the fair company value. The most important parts of the non-financial
statement are the environmental and social and employee matters.

Better communication of the non-financial and long-term value drivers.
Important value drivers are the ability to innovate and disrupt as well as the
company's employees and the ability to attract new talent. These need to be
analyzed in detail and presented in a more transparent way.

Better communication of the financial and countable long-term value drivers
such as customer satisfaction, the portfolio of patents and licenses and
employee structure, -fluctuation and -satisfaction.

A more balanced communication of all value drivers in order to achieve a fair
and sustainable company value. The establishment of standards and clear
measures are key to better comparability, particularly of non-financial value
drivers.

Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Suggestions for Investor Relations
Assessing and communicating the value drivers

Source DIRK/EY: Communication of value
drivers in Investor Relations, 2019
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Communication of value drivers in Investor Relations

October 2019

1
1 =
= : Remuneration @ Patents and licenses Talent
Annual @ Annual corporate ) i » Long-term incentives Patent portfolio Employee diversity
- CSR re.port gaverance .declaratlon : Sustainability Patent extensions Employee satisfaction
2 Environmental-, Cooperation between y > Attractiveness of License portfolio Corporate culture
g social- and Management and | employ
| 2 loyer
2 employee-related Supervisory Board 1
= matters Composition, diversity and :
5 Anticorruption remuneration structare of | Brand and custome Innovation pipeline @ Strategy BSS
= Human rights Management and : omeen . o Disitatizati | OO ..
Supervisory Board : rand value and igitalization nternationalization
Often stricter publication I perc.epbon. Databases M&A activities
deadlines 1 Social media presence Al, apps, blockchain Demographic change
: Customer satisfaction
1
—————————————————————————————————————————————— -'-———-——-——-——-—-——-———————————-———————————————————1
Annual fore- IB@ Guidancefor <=  Annual Q :
cast report 12 months Remuneration |
Planned-revenue report : o o
Future overall Planned-EBIT Non-performance based i Investmentand ﬁ@ﬂ Research and @) Talent IIQWQP
— economic and Sector-specific remuneration (fixed salary) : financing plans development = Fluctuation
= ”deS'f_rV'SDElelC : Performance based | Investment in fixed Amount of R&D Employee structure
e situation Quarterly remuneration (variable bonus/ 1 assets Amount of Investments in
2 Future development informationand share-based remuneration) : Capital allocation research projects education and
ic of the group half-year report Non-cash payments and other | Capital structure training
(strategy and aims) Actual measures: benefits 1 S
Overall assessment revenue, EBIT, cash Pension commitments :
by the Management flow, EBITDA D&O [
Board . : 2 !
cash, ... Fixed salary Supervisory Board ,
1
Short-term Long-term
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Contact and IR thought
eadership



Contact
Dr. Martin Steinbach

Let's stay in touch

Dr. Martin Steinbach

Partner

Germany - Switzerland - Austria

and Africa

Follow Martin Steinbach on Twitter

Confidential — All Rights Reserved

Head of IPO and Listing Services

IPO LeaderEurope, Middle East, India

Financial Accounting Advisory Services

Ernst & Young GmbH
Wirtschaftsprifungsgesellschaft
Mergenthalerallee 3-5

65760 Eschborn / Germany

+49 6196996 11574
+49 160939 11574

Phone
Mobile

martin.steinbach@de.ey.com

and connect on LinkedIn

Communication of value drivers in Investor Relations

English

German

IPO und Listing
Fachartikel

... for the latest IPO and IR news

October 2019
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https://twitter.com/steinbachey
https://twitter.com/SteinbachEY
http://www.ey.com/de/ipo-and-listing
http://e-papers.biz/EY/epaper-EY/
http://ey.com/ipo
https://www.ey.com/gl/en/services/strategic-growth-markets/ey-taking-it-to-heart-exploring-investor-relations
https://www.linkedin.com/in/dr-martin-steinbach-7077836/

GSA IPO guides, insights and IPO & IR surveys

EY
Ihr Bérsengang -
und die Zeit
danach

IPO und Listing Services ok
Frankfurter ‘ SIX Swiss "\ sl o
Wertpapierbérse ' Exchange Ziirich " Somenen (et

Bbesensagment und Anforderungen R )

. IF0 und Listing
Fachartikel

Sehr geehrte Unternehmerin,

Sehr geehrte Unternehmerin, sehr geehrter Unternehmer,

Sehr geetirte Unternshmerin, sehr geehrter Unternehmer,

sehr geehrter Unternehmer,

Insights

R P e

Effektive Finanz-
kommunikation

Digitalisierung in Budgetplanung in der
der Investor-Relations- - Finanzkommunikation
p und im Disclosure

Quarterly Information
und Analyst Guidance

Marktstudie 2u Umfang, Hohe und :
Struktur von Investor-Relations-Budgets [N

Sehr geehrte

sehvr geehrter Sehr geshrte Unterehmerin,

sehr geehrter Unte

e easechise

Surveys
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http://www.ey.com/de/ipo-and-listing
http://e-papers.biz/EY/epaper-EY/

Are you IPO ready?

Fir meisterhafte Bérsengange
Find out more ...

IPO Competence Center
Germany, Switzerland, Austria
www.ey.com/de/IPO-and-listing

Global IPO Center of Excellence
www.ey.com/IPOcenter
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About EY

EY is a global leader in assurance, tax, transaction and advisory services.
Worldwide, our 270,000 people are united by our shared values and an
unwavering commitment to quality. We make a difference by helping our people,
our clients and our wider communities achieve their potential.

EY refers to the global organization of member firms of EY Global Limited, each of
which is a separate legal entity. EY Global Limited, a UK company limited by
guarantee, does not provide services to clients. For more information about our
organization, please visit

About EY's IPO services

EY is a leader in helping to take companies public worldwide. With decades of
experience our global network is dedicated to serving market leaders and helping
businesses evaluate the pros and cons of an IPO. We demystify the process by
offering IPO readiness assessments, IPO preparation, project management and
execution services, all of which help prepare you for life in the public spotlight. Our
Global IPO Center of Excellence is a virtual hub which provides access to our IPO
knowledge, tools, thought leadership and contacts from around the world in one
easy-to-use source.
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