HOW DOES IR IMPACT THE
VALUATION OF A COMPANY?

A CLIFF'S SURVEY
OF INTERNATIONAL SELL-SIDE AND BUY-SIDE

IN SEPTEMBER, 2017
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A LARGE AND WELL-BALANCED PANEL

55 analysts and fund/portfolio managers

m Sell-side
Buy-side
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A GOOD INVESTOR RELATIONS IS...

Can you explain in a few words what you consider to be "good" investor relations (IR)?
53

> Reactive
Clear

Available Didactic -actual

Close to/trusted by the management oz 1ec
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A « BAD » INVESTOR RELATIONS IS « OPPOSITE OF PREVIOUS » AND...

Can you explain in a few words what you consider to be "bad” IR?

Confusing WP
. Selective
Erratic .
Inconsistent |
Evasive
Superficial
Repetitive
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IR STRATEGY IMPACTS THE VALUATION (1/3)

m 93% think that the IR strategy has any impact on the
valuation (ie multiple) of a quoted company

v" 89% think that the IR strategy can have a negative impact on its "N\
valuation

v" 89% think that the IR Officer(s) of a quoted company can have a m’
positive impact on its valuation |

85% sell-side
93% buy-side
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EXAMPLES OF NEGATIVE IMPACT OF IR STRATEGY ON VALUATION (2/3)

No strategy (company
and also IR)

Buiding Insufficient level J
unrealistic of detail
expectations

[ Misunderstanding

[ Lack of confidence %

CEO and CFO not meeting
regularly with investors

market

Selective dissemination
of information
Non existant,

bad or unfair
communication
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Disappoint the J

[ Lack of regular contacts

No feedback from investors'
meetings to top management




EXAMPLES OF POSITIVE IMPACT OF IR OFFICER(S) ON VALUATION (3/3)

IR professional

Enhance the understanding having a seat at the
Clarify investor by supporting the exec team table with company
misconceptions In communication management

Strong presence
and efficency

Greater understanding of a
company's business model / of the
equity story / of the context
Reassure /
calm investors

Only on short term share
prices although longer term Deep and solid
the financial performance will relationships

dictate valuation M8 cliFf —
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MAGNITUDE OF THE IMPACT

How could you assess the magnitude of the impact on the valuation?
For example, compared to the average valuation of the peer group

" Several +/-1 (@ Very difficult
PE points) gy Lio meastre
__ : Relative valuation also
+/-
| Marginal l | 5-50% I m CI|FF _

" Stron g IR strategy => reflects fortunes of the
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more stability company fundamentals

or less volatility
\_ Inshare price

Up 30% in
extreme cases




DIFFERENCE BETWEEN SECTORS... AND OTHER MATTERS

Is there a difference between sectors?

—_

Sell-side

= |ess dependant on IR quality : cyclical sectors,
% " ves companies with a lower beta, family owned companies
No
= Really need good IR: very international companies,
__sectors very hard to understand (Tech, Healthcare,
Insurance, financials)

Buy-side

... and good and bad IR professionals
exist in all sectors !
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mYes

No




m Opinions of sell-side and buy-side about IR impact are very similar

B |nvestors have a lot to say about IR and their impact on the valuation
of the company !
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