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Summary

Major family business in good or excellent condition

A majority of the major family businesses in Germany assess their current economic situation as good,
and they are optimistic about the coming twelve months as well. Strikingly, none of them expects its
economic situation to deteriorate markedly. This optimism translates into the surveyed companies’
investment and recruitment plans.

Biggest risks: economic outlook and geopolitical crises

The family businesses are currently benefiting from strong domestic demand in Germany. However,
weak growth in the European Union is increasingly giving rise to concerns.

Major family businesses are already experiencing the bite of the EU sanctions taken in the context

of the conflict between Ukraine and Russia. More than half of them expect a negative impact on its

own business in the near future.
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Summary

Foreign business remains strong — US gain importance

Almost nine out of ten companies are doing business on the international markets. The weak euro has
helped major family businesses to expand their goods and services exports in comparison to 2013.
France is the most important export market, right now. However, the surveyed entrepreneurs expect the
US to become their most important export destination in the next three years. The US are also gaining
importance as a production location.

TTIP as an opportunity

As the economic links to the US are so close, the envisaged trade and investment agreement TTIP offers
considerable opportunities — and the major family businesses agree with this view. They believe that
lower customs tariffs and mutual recognition of test, licensing and certification procedures will help to
expand business and reduce expenses in their perspective.
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Summary

Better financing opportunities, lower interest expenses

Persistently low interest rates have mostly favourable effects on large family businesses. Financing
opportunities have improved, and the companies need to pay less for loans. Nevertheless, many family
businesses are reluctant to increase their investment activities in view of the uncertain geopolitical and
economic global framework conditions.

Beware of the occupational pension trap
Provisions for occupational pensions give rise to concerns. Low interest rates make it more difficult to
keep pension promises. One out of three family businesses is already paying higher contributions into

occupational pension systems. However, more than half of the surveyed companies have not made any
adjustments yet.
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Background of the survey

B Economic importance of major family businesses in Germany

= About 0.1% of all companies in Germany are major family businesses

= They employ roughly 17% of the total number of employees who are subject to social-security
contributions

= They generate about 20% of the aggregate taxable revenue from the provision of goods and services

B Definition of the term “major family business”
= Annual turnover of at least EUR 50 m

B Research goal

= Analysis of the economic development of major family businesses in Germany

© IfM Bonn 1/2015

Major family businesses in Germany | 2015 Spring Survey
May 2015 | © Federation of German Industries BDI, Deutsche Bank AG



<> BDI

The Voice of
German Industry

Research Design

B Two modules

= Annual update of key figures (autumn) —
identification of the 4,497 biggest family businesses

= Annual survey (spring) —
based on the available database
representative survey among 400 arbitrarily chosen major family businesses

B Spring survey

= Respondents: members of the management
= Participation:

telephone interviews conducted by TNS-Emnid and online survey (3.2.—12.3.15)
= Cross-sectional study, trend assessments possible

B Current issue

= 24 questions about the current and future economic situation, risks, international activities,
financing and investment behaviour during the period of low interest rates
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400 major family businesses participate in the survey

The surveyed family businesses according to economic sectors

in %
M Industry
B Trade
M Services
n =400
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Majority of the major family businesses employs more than
500 employees

Number of employees of the surveyed family businesses, by sector

Average
number of staff
Industry 15.5% 1,807
Trade 171% 755
Services 2,695
Total 1,658
M oupto249 1 250t0499 M 500t0999 M 1,000 and more
n =396 © IfM Bonn 1/2015
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Export continues to make important contribution to total turnover

Distribution of the export quotas for 2014 by economic sector

Average
in% export quota
Industry |25 45.0
Trade 13.6
Services 19.0
Total 32.9
Wo% MWo01t0249% M 25t0499% M 50% and more
n =374 © IfM Bonn 1/2015
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A majority of family businesses is active on the international markets

Degree of internationalization of major family businesses

in%
All types of internationalization (excl. exports)
Yes No 3
Yes 79.7
Export
No 20.3
> 73.8 26.2 100.0
n=374 © IfM Bonn 1/2015
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Future top export destination: the US

Top three export destinations, today and in three years’ time

in %

Rank Today Rank
1. France 1.
2. USA 2.
3. China 3.
4. Austria 4.
5. The Netherlands 5.
6. Suisse 6.
7 A Poland 78
8. UK 7.
9. Italy 9.

10. Russia 10.

n =295, multiple answers

The Netherlands

In 3 years’ time Change

USA +1
France -1
China 0
Austria 0
Poland +2
Suisse 0
-2

UK +1
Italy 0
Russia 0
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Family businesses rely on subsidiaries abroad

Types of internationalization (excl. exports)

in %

Subsidiaries abroad

Own distribution/service companies abroad

Imports

Own production sites abroad

Co-operation agreements with foreign companies

Equity investments in foreign companies

Contract manufacturing orders to companies abroad

Licensing/franchise contracts

None of the above

n = 396, multiple answers
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New production sites tend to be in Asia and America

Companies which already have production sites abroad: planned new production sites, by region

in %

Do you plan to establish new production

sites in the coming three years? Asia (incl. China and India)

North America

Euro area (excl. Germany)

Other European countries
(incl. Russia and Turkey)

Germany

Other EU member states

Latin America

Africa

B No M Yes Australia/Oceania

n =152, multiple answers
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Almost two-thirds of family businesses employ abroad

Share of employees abroad in aggregate number of employees, by sector, 2014

in %
Industry
Trade
Services
Total
Wo0% Wo01t0249% M 25t1049.9% M 50% and more
n =379
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Wanted: reliable partners

Obstacles in entering (new) foreign markets

in %
Searching/selecting

reliable partners abroad

Political framework conditions
abroad

Legal framework conditions abroad

Red tape

Trade restrictions/customs

Currency risks

Payment behaviour abroad

B W Companies which employ staff abroad

n =372, multiple answers

Infrastructure abroad

Problems to recruit
skilled workers abroad

Language/cultural barriers

Financing difficulties

Insufficient public support
athome

None of the above
338

Companies which do not employ staff abroad
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Family businesses do not fear international competition

Assessment of the own position in comparison to competitors

in %

Quality of products/services

Advice and service

Client relationships

Degree of innovation

Market position, market share
of main products/services

Cost effectiveness of the products

B (Much) Better

n=371

78.5

761

66.2 29.2

63.6 33.7

574 345

423 43.6

M Similar ™ (Much) Worse

19.9

225
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TTIP brings significant advantages

Advantages of TTIP from the vantage point of businesses which are already active in the US

in %

Simpler customs
Is your company active procedures
in the US market?

Recognition/convergence of test,
licensing and certification procedures

Sweeping reduction of customs

Use of international
ISO and IEC standards

Simpler procedures for sending
qualified staff abroad

Better access to US tenders

Higher investment security thanks
to investment protection agreements
(and international arbitration)

None of the above
B No M vYes

n =395, multiple answers
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Expansion of equity capital base results in higher financial stability

Reasons to increase the equity capital

in %

Did you increase your company’s
equity capital in the past three years?

Improve financial stability

Increase degree of
independence

Improve financing options

High income (for partners)
from the capital

Low interest on alternative
investment options

Uncertainties on the
financial market

None of the above

B No M Yes

n =394, multiple answers © IfM Bonn 1/2015
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Low interest rates: mixed impact

Effects of the low interest rates of the past three years

in %

Overall financing opportunities 53.1 43.2

Competition between lenders 50.7 45.7

Contributions to occupational

5 374 55.6
pension systems

N
w
N

(Profit) Margins 546

Importance of interest-rate management 19.3 50.5

(Interest) Expenses on loans

and debt service 21.0 771

M Increased M Unchanged M Declined

n =375

3.6

30.2
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Low interest rates: subdued reaction

Measures taken in response to the low interest rates in the past three years

in %

Increase equity capital

Increase investment

Increase liquidity

Extend period for which
interest rates are fixed

Increase borrowed capital

Increase investment in riskier fields of business

None of the above

n =392, multiple answers
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Low interest rates: not a boost to investments

Reasons why investment activity was not increased despite the low interest rates

in %

Did you increase your investments
in the past three years?

No desire to increase the degree of leverage
Lack of attractive investments

Investments planned for a later date

Uncertainty about financial market
stability too high

Other

None of the above

MyYes M No

n =392, multiple answers
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Key concerns: economic growth and geopolitical risks

Key risks for companies in the coming three years

in %
Economic growth
Geopolitical risks
Market risks
Euro-area crisis
Lack of qualified workers
Energy and commodity price developments
Financial market risks
Legal risks
Tax risks
IT risks
Risks stemming from business procedures
Family risks

None of the above

n = 397, multiple answers
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Risk management: top level of management’s concern

Responsible persons for the identification of risks in the company

in %

Managing directors

Administrative directors

Quality management officer(s)

Risk management officer(s)

Department head(s)

No risk management

n =397, multiple answers

© IfM Bonn 1/2015

Major family businesses in Germany | 2015 Spring Survey
May 2015 | © Federation of German Industries BDI, Deutsche Bank AG

23



<> BDI

The Voice of
German Industry

Ukraine crisis: negative impact expected

Impact of the Ukraine crisis on companies in the coming 12 months

in %

Do you expect an impact
on your company?

Declining turnover

Rising energy and
commodity prices

Cutback in investments

Changes to the supply chain

Job losses

Loss of foreign direct
investments

Other

B No M Yes

n =394, multiple answers
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Immigration: politicians have their work cut out

Views on immigration (policy)

in %

Politicians need to do more to improve
the qualifications of migrants living in Germany

Immigration will result in a bigger pool of qualified staff

Politicians need to simplify the recognition
of qualifications gained abroad

Politicians need to do more to promote Germany
as a good place to work

Immigration is crucial for our company

None of the above

n =397, multiple answers
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Excellent or good current economic situation

Assessment of the current economic situation

in %

10.6 50.0 335 0.5
Very Good Good Satisfactory Poor Very Poor

n =388
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Assessment of the economic situation still favourable

Assessment of the current economic situation, 2012 to 2015

in %

Spring 2012
(n=401)

Spring 2013
(n =396)

Spring 2014
(n =390)

Spring 2015
(n=388)

B (Very) Good M satisfactory M (Very) Poor

*Balance in %: (Very) Good minus (Very) Poor

Balance™

+70.8

+48.9

+51.5

+54.7
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Family businesses are optimistic about the future

Assessment of the current and future economic situation

in %

0.5 0.0

Very Good Good Satisfactory Poor Very Poor

M Current situation Il Future situation (12-month horizon)

n =389 © IfM Bonn 1/2015
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Almost one out of two family businesses plans to increase investment

Expected development in investments in 2015

Total
in% (n=392)

Germany
(n =389)

Outside Germany
(n=259)

M Rising ™ Static M Dropping
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Family businesses create jobs

Expected development in staffing levels in 2015

Total
in % (n=394)

Germany
(n=392)

Outside Germany
(n=262)

M Rising M Static M Dropping
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