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Survey details
Managing expectations in volatile capital markets in IR

Respondents

Index (DAX, MDAX, SDAX)

61% . Other

- 72% DIRK members

Published by DIRK (German Investor Relation Germany

Association), initiated and sponsored by EY
as co-publisher

103 responses from Investor Relations
Officers in Germany, Switzerland and

Austria* @

Companies mainly listed in reg. markets
17% IR club members Switzerland

Members of IR associations in Germany . Other
(DIRK), Switzerland (IR club) and Austria
(CIRA)

Index (SLI, SMI, SPI)

94%
Purpose of the survey

Getting an insight into the management of @
expectations in volatile capital markets in Index (ATX, ATX prime)

Investor Relations 11% CIRA members Austria
— B other

91%

Providing an overview on the communication
and best practice of forward-looking
information

* More than 300 Investor Relations
Officers in GSA were approached
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Total ad hoc notifications
Top 7 reasons (2014 to 2019)

Q What were the main reasons for ad hoc notifications?

2014
2015
m 2016
m 2017
m 2018
2019

[
§ v
Economic, market

and business
outlook

e |

Balance sheet
effects

 im

Transactions
(M&A and JV)

=
i ’*

Projects and orders

il

Other (e.g. natural
disasters &
geopolitical issues)

P —

Restructuring and
efficiency programs

Currency effects

Source: EY analysis of ad hoc disclosures 2014 to 2019 of

companies listed in Prime Standard
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Profit and revenue expectations and warnings
Top 7 reasons (2014 to 2019)

Q  What was the split between profit and revenue expectations and

warnings?
| O ST | P
Economic, market Restructuringand Balance sheet Projects and
and business efficiency effects orders
outlook programs
- - o -
N B DL | D |

Confidential — All Rights Reserved

il . H
Transactions  Other (e.g. natural Currency effects

(M&A and JV) disasters and
geopolitical issues)

. L | L

2014 w2015 m2016 m2017 m2018 =2019

Source: EY analysis of ad hoc disclosures 2014 to 2019 of
companies listed in Prime Standard
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Source: EY analysis of ad hoc disclosures 2014 to 2019 of
companies listed in Prime Standard
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Disclosure of ad hoc notifications
First and second half-year (2011 to 2019)

Q When are ad hoc notifications disclosed?

First half-year 38%

Second half-year

62% N

Managing expectations in volatile capital markets in IR September 2020 EY



Formats and media

The analyst guidance and the forecast
report in the management report are
the most commonly used formats for
the communication of forward-looking
information, while the half-yearly

DIRK

EY

Building a better

Investor Relations working world

Verband

Importance of forward-looking information
Formats and media for forward-looking information

Q What formats and media are used for the communication of forward-

looking information?

(Multiple answers possible)

Formats

Media

statement and the quarterly . , ,
e aian e |E5s Uees for s Analyst Guidance 89 % Analyst conference/call 91 %
The analyst conferen.ce/call is the most Forecast report in 87 % = ivesior conerenie 77 %
commonly used media for forward- management report
looking information, followed by the --"-"_'-"“'
investor conference » Half-yearly statement 58 % D e G CoTiferante 36 %
The shareholders’ meeting is rarely
used as a medium for the D Quarterly information 56 % D Shareholders' meeting 29 %
communication of forward-looking
information

n =90

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
Confidential — All Rights Reserved
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Importance of forward-looking information
Historical and forward-looking information

Importance of historical and Q  How important is historical and forward-looking information for
forward-looking information investment decisions of investors?

Forward-looking information is generally
more important to investors than
historical information, especially for
investors of fast growing, young
companies

Historical
information

23%

) O O

For investors of established companies
the importance of historical and
forward-looking information seems to
be more balanced

Forward-looking T77%
information

Importance for investors of
fast growing, young
companies

Importance for investors of
established companies

n =95

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Importance of forward-looking information
Interest of investor groups in forward-looking information

Interest in forward-looking 'Q  What is the level of interest of the following investor groups in forward-
information looking information?

» In general, investor groups have a high

and very high interest in forward- Institutional investors with long-term orientation

looking information according to the

surveyed IR officers Hedge funds
- Institutional investors with long-term High net worth individuals and family offices (HNWI)

orientation and hedge funds seem to

have the highest interest in forward- Funds of insurances

looking information
Activist investors

> The lowest interest is seen from
institutional index- or beta-investors Sovereign wealth funds

Pension funds
Retail investors

Passive index- or beta-investors

I Mean of responses 1 2 3 4 5
Very low interest Very high interest
Source DIRK/EY: Managing expectations in n= 9 1

volatile capital markets in IR, 2020
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Best practice: Forecast report & analyst guidance
Interest in the forecast report

Interest in the forecast report Q What is the level of interest of analysts and investors in the forecast report?

Analysts and investors show a high and

very high interest in the forecast report Investors Analysts
according to the surveyed IR officers 49% Very high 58%
Analysts show a slightly higher interest 25% _ High | GG 25

in the forecast report than investors

17% [ vidde I 13%
Especially investors and analysts of

9 0
SDAX companies seem to have a very s« low M3
high interest in the forecast report 1%| Very low 1% 90
[ .

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Best practice: Forecast report & analyst guidance
Presentation of the forecast report

Presentation of the forecast, Q How s the forecast, opportunity and risk report presented?
opportunity and risk report

The forecast report is presented
separately from the opportunity and Separate
risk report according to the majority of forecast report; f present
surveyed IR officers: the forecast
e | - combined report separately
43% of the IR officers prefer to OpEoTURITY dald fom opportunity
combine the opportunity and risk risk report and risk report
report, while the forecast report is
resented separatel
16% of IR managers present all three

reports separately

One third of the IR managers prefer to
present all three reports as one
integrated report

As integrated
report

33%

0
8% Other =90

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Best practice: Forecast report & analyst guidance
Number of pages in the forecast report

Number of pages in the Q How many pages does your forecast report contain (without
forecast report opportunities and risk report)?

For the majority of surveyed IR
managers, the forecast report contains

one to two pages 3 8% 1 1 %

For 38% of the IR officers, the forecast 2-5 pages 5-10 pages
report contains two to five pages; ; —
especially IR officers of DAX companies
present the forecast report on two to
five pages

For 11% of the IR managers only, the n =90
forecast report contains more than five
pages

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Best practice: Forecast report & analyst guidance
Forecast methods

Forecast methods Q  What forecast method do you use?
. (Multiple answers possible)
The interval forecast (e.g. “We expect a
revenue between 90m € and 110m € in
the current business year™) is mostly
used as forecast method in the forecast

report 63% [‘_’] 39% I 1 10% @

The qualified comparative forecast (e.g. Interval forecast ONEINEC Rl EI1OYW  Point forecast
+We expect a slightly increasing forecast

revenue in the current business year")
is the second most used forecast n=83
method

Point forecasts (e.g. “We expect a
revenue of 100m € in the current
business year") are rarely used

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Best practice: Forecast report & analyst guidance
Quarterly forecasts in forecast report

Quarterly forecasts Q Do you provide quarterly forecasts in the forecast report?

93% of the respondents do not provide
guarterly forecasts in the forecast

report do not provide
Only 7% of the IR managers include quarterly forecasts in
quarterly forecasts in the forecast the forecast report
report

n =90

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Best practice: Forecast report & analyst guidance
Forecast horizon

Forecast horizon Q What is your forecast horizon?
76% of the surveyed IR managers
provide their forecasts with a forecast }
horizon of one year 1 year 6%

Almost one quarter of the respondents
present their forecasts with a horizon of

two years or more than two years
2 years

> 2 years

n =90

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Disclosure of the analyst
guidance

According to 62% of the IR officers the
analyst guidance is disclosed in the first
qguarter of the plan year

27% of the surveyed IR officers disclose
the analyst guidance in the fourth
guarter of the previous year

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020

Confidential — All Rights Reserved
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Best practice: Forecast report & analyst guidance
Disclosure of the analyst guidance

Q  When do you disclose the analyst guidance for the annual forecast?

o’ owne!
OQID ; 0&“!0
4
27% Q ; Q 1 62%
(previous (plan year)

year)

n =90

Managing expectations in volatile capital markets in IR September 2020 E
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Media for the analyst guidance

For the vast majority of surveyed IR
managers, the analyst quidance is
communicated by means of reqular
financial reporting, followed by the
investor and analyst conference

The shareholders' meeting is a rarely
used media for the communication of
the analyst guidance

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020

Confidential — All Rights Reserved
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Best practice: Forecast report & analyst guidance
Media for the analyst guidance

Q  What media do you use for the communication of the analyst guidance?

(Multiple answers possible)

86% Regular financial reporting

\ Roadshow

17% Press conference I I ‘I
VVVVV |I|||| II I |
“ Shareholders' meeting —

Other

n =90

Managing expectations in volatile capital markets in IR September 2020 E 18
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Best practice: Forecast report & analyst guidance
Differences in forecast report and analyst guidance

Differences in forecast report Q  Arethere any differences between forecast report and analyst guidance?
and analyst guidance (Multiple answers possible)
Over two thirds of IR officers see a

difference between forecast report and
analyst guidance

6 7% | Thereis a difference

Main differences perceived are the 3 3 %
target audience, followed by the
content and the publication period

|
6% Target audience

32% Content

One third of the surveyed IR officers do
not see any difference in the forecast :
report and the analyst guidance difference

Thereis no

26% ' Publication period

-~ 2% oOther medium

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Financial and non-financial information
Financial performance indicators - by index participation

MDAX,

SDAX,
Q What t relevant financial
o . DAX, ATX N
Key financial performance ? are your r3_05 tre e?Van Inancia e
indicators perrormance Inaicators: Revenue sonl lerw
(Multiple answers possible)
Revenue, EBIT and dividend policy are Gross margin 7y 12y 4y
the most important financial
performance indicators for large-, mid-, Free-cashflow 38 % -
and small cap companies; EBITDA is
also important for companies which do EBIT [67% :
not belong to an index @
- EBITDA 40 %
EBIT is most important financial 5 .
performance indicator for DAX |t oneopa 22% 8%
; (s employed
companies =
g Financing 7% 10% 8%
5
o Dividend policy - 24 %
.72
=
© Interest result 7% 8% 12%
[r= Research
and development oy g8y 4%
Rank 1 I Rank 3 expenses 0
. Rank 2 Rank 4 Consolidated result 30 % .
Return on equity/ ;
return on investment 13% 18% 20%
Source DIRK/EY: Managing expectations in n =89 Investments 27% 12% 8%

volatile capital markets in IR, 2020
Confidential — All Rights Reserved Managing expectations in volatile capital markets in IR September 2020 EY 20
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Financial and non-financial information
Non-financial performance indicators-by index participation

MDAX,
o o SDAX,
Key non-financial performance Q  What are your most relevant non- DAX, SPLSLL,
indicators financial performance indicators? SMI  prime Index
(Multiple answers possible) Customer base 20% 14% 25%

CO, - related statements is the most
important non-financial performance Customer satisfaction
indicator for large and mid caps

Employee satisfaction

Moreover, customer satisfaction is an
important non-financial performance
indicator, and ranks first for companies
which do not belong to an index

Employee fluctuation 74 30% 17%

Number of employees 14% 12%
Training measures 0%

8%

Training measures are also important
non-financial performance indicators,
especially for mid- and small cap
companies and companies which do not
belong to an index

Energy consumption

CO,-related statements ' g7% 42% 13 %

Information on research

Non-financial performance indicators

0,

Rank 1 I Rank 3 and development 20% [35 %5 25 %
Rank 4

B Rank2 New products 20% 24% 29%

New markets 7% 20% 21%

Source DIRK/EY: Managing expectations in _ Social commitment 18% 25%
volatile capital markets in IR, 2020 n= 88

Confidential — All Rights Reserved Managing expectations in volatile capital markets in IR September 2020 EY 21
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Financial and non-financial information
Key non-financial opportunities

Key non-financial opportunities Q Do you report on non-financial opportunities?

Multiple answers possible
The majority reports on non-financial ( g P )

opportunities, especially on the good

> e . : % g o
corporate governance We report on non-financial opportunities 83%

The second most often reported non-
financial opportunity is environmental
friendly/social engagement and
sustainable acting

Good corporate governance 45%

Environmental friendly/social engagement/sustainable
acting

43%

Other non-financial opportunities are
the strong brand and good image, the Strong brand and good image 39%
ability to innovate and to disrupt as well
as the good team and the ability to

e : . "
e e Ability to innovate and to disrupt 36!

Almost one fifth does not report on

- i - Good team and the ability to attract new talent 34%
non-financial opportunities

We do not report on non-financial opportunities 17%

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Financial and non-financial information
Key non-financial risks

Key non-financial risks Q Do you report on non-financial risks?

— . . (Multiple answers possible)
The majority reports on non-financial

risks, especially on governance risks

(e.g. compliance, board structures and We report on non-financial risks 88%
corruption)

Governance risks (e.g. compliance, board structures and

Social risks (e.g. employees, corruption 64%
demography, security and health) are P

the second most often reported non- Social risks (e.g. employees, demography, security and o
financial risks, followed by climate and health) =

environment-related risks

Climate and environment-related risks 55%
Only 12% do not report on non-financial

risks due to the fact that they do not
present material risks for the company Political framework 39%

Reputational risks 36%

We do not report on non-financial risks

n =387
Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Communication of forecasts
Communication strategy to build long-term trust

Communication strategy to Q  What communication strategy on forward-looking information is most
build up long-term trust beneficial to build up long-term trust in the capital market?

A forecast, that can be met in any case

is the most favored communication 2%
strategy to build up long-term trust in

the capital market

Only 6 % of the respondents favor a
forecast, that can be exceeded in any

case
‘ % 229
None of the surveyed IR officers favor a 0
forecast that cannot be met in any case I
6%
Publication of a forecast that None of those Publication of a forecast that
can be met in any case strategies can be exceeded in any case

n=83

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Potential liability risks

Potential liability risks for the company
are an issue when communicating
forward-looking information according
for almost three quarters of the
respondents:

Thus, 64% of the IR officers use
wordings that are precise enough on
the one hand, but leave some room
for interpretation on the other hand
and

26% of the IR officers tend to provide
cautious forecasts

According to 27% of the respondents,
potential liability risks of the company
are not an issue when communicating
forward-looking statements

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020

Confidential — All Rights Reserved
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Communication of forecasts
Potential liability risks

Q Are potential liability risks of the company an issue when communicating

forward-looking statements?

(Multiple answers possible)

Thus, we use wordings that are precise enough on the one
hand, but leave some room for interpretation on the other
hand

Thus, we tend to provide cautious forecasts

A\ Despite a disclaimer we cannot rule out

Yes, they are an
potential liability risks

issue

73%

Since our shareholder base is international

0,
3% and potential risks could arise from different
legal systems
n=383
Managing expectations in volatile capital markets in IR September 2020
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Forecast adjustments
Top 3 external and internal factors

Reasons for forecast 'Q  What were the reasons for adjustments of forecasts?
adjustments (Multiple answers possible)

» The economic situation/economy is the
major external reason for forecast
adjustments, followed by shifts in Top 3 external factors Top 3 internal factors
orders/revenues, which is a major issue
especially for small-cap companies.
Geopolitical uncertainties ranks far
behind

" False assumptions are the major
internal reason for forecast
adjustments. The internal infrastructure
ranks far behind, followed by
inappropriate KPIs n=82

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Top 3 adjusted performance
indicators

Revenue is the most adjusted
performance indicator, followed by EBIT
and EBITDA

Non-financial performance indicators
are not adjusted according to the
surveyed IR officers

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020

Confidential — All Rights Reserved
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Forecast adjustments
Top 3 adjusted performance indicators

Q  What is the most adjusted performance indicator?

(Multiple answers possible)

1. Revenue REZK

2. EBIT 44%

3. EBITDA X

n=43

Managing expectations in volatile capital markets in IR September 2020
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Improvement potential for forecast formats
Purpose of the forecast report in IR

Fulfilment of purpose Q Do you agree with the following statement?
Almost two thirds of the respondents "The forecast report is an effective tool to inform about the future
agree or totally agree, that the forecast situation of the company and provides high informational benefits."

report is an effective tool to inform
about the future situation of the

company | totally agree 21%

37% of the IR officers see the forecast
report rather critical, when it comes to
the fulfilment of its purpose in IR

42%

6%

| totally disagree | 0%

n =90

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Improvement potential for forecast formats
Main concerns raised by IR managers

Main concerns about the Q  Why do you think the forecast report is not an effective tool?
forecast report - raised by IR (Multiple answers possible)
managers 63%
47%
The concern most commonly raised by _ ) 31%
IR managers, who see the forecast Analysts antd investors already rely on their own 28% M
rather critical, is that analysts and e S 22% B

i i 13%
Tfesiols alliiziely el e sl e B Lossof credibility and trust if forecast is failed

assessments
It poses a sheer burden since the future is not
0
47/0.of f[he 5 managers leer e Ioss.of B predictable and the board could be subject to
credibility and trust if the forecast is liability risks
failed

B Our business model makesit difficult to plan and

For almost one third of the respondents T _—

the forecast report poses a sheer

burden since the future is not 1 . : : :
B2 Fear of reputational damage if forecastis failed
predictable and the board could be P ot el

subject to liability risks
Other

n=32

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Improvement potential for forecast formats
Main concerns raised by IR stakeholders

Main concerns about the Q  Which concerns are most raised by IR-stakeholders regarding the
forecast report - raised by IR forecast report?
stakeholders (Multiple answers possible)
According to the surveyed IR managers,
the most commonly raised concern of ; - ’ '*
IR-stakeholders is that the forecast Too detailed and too specific 3% | 63% Too vague and too general
report is too vague and too general . o . Y i i
Intentionally optimistic forecasts 3% 34% Intentionally pessimistic forecasts
The second most raised concern of IR- -
stakeholders is that the forecasts are Forecast horizon too short 0% Forecast horizon too long
intentionally too pessimistic according
to the respondents Publication too late I3% Publication too early
More than one quarter of the IR Too many tabular presentations 0% Too descriptive

managers criticize that the forecast
horizon is too short for IR-stakeholders
n=232

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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Chances for a better management of expectation
in IR

Approaches in IR practice The survey shows that forward-looking information and the IR management of
\\@’f expectations is of hl_gh relevance to_lnvest_ors, analysts and other IR- _

Dlie o e A markers andlcxternal @ @ stakeholders. IR off_lcers_s_ee potential for improvement and four essential
geopolitical shocks, the annual, approaches can be identified:
quarterly and monthly planning is
getting increasingly difficult for the
internal and external management of
expectations; forecasts may lose

validity rather fast.

More convergence between forecast report and analyst guidance, in order to improve
comparability of the two formats. Main differences perceived are the target audience,
followed by the content and the publication period.

More detail accuracy and depth of forecasts in the forecast report. The most commonly
raised concerns are that the forecast report is too vague and too general, that
statements are rather restrained and that the forecast horizon is too short; the majority

Particularly in uncertain and volatile provides their forecasts with a forecast horizon of one year, though.

times like this, IR is encouraged more
than ever: More balanced communication of forecasts on the key non-financial performance
indicators. Important non-financial performance indicators are CO,-related statements,

to provide reliable forward-looking customer satisfaction and training activities.

information by means of appropriate Better and more reliable communication of forecasts, especially concerning the economy
formats and media, and economic situation which represents the most common external factor for forecast

adjustments. Also, more intense examination of the assumptions which are the basis for
to build up credibility in the capital the forecasts, since false assumptions are the most common internal factor for forecast
market adjustments.

to strengthen investor confidence.

Source DIRK/EY: Managing expectations in
volatile capital markets in IR, 2020
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DIRK — Deutscher Investor Relations

Verband

Reuterweg 81
60323 Frankfurt

Tel. +49 (0)69 959 0949 0
Fax +49 (0)69 959 0949 99
kbommer@dirk.org
www.dirk.org
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Dr. Martin Steinbach

Partner
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65760 Frankfurt/Eschborn

Tel. +49 (0)6196 996 11574
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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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