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Current market environment

» Interest rates are below dividend yields and are expected to remain so for the time being.
»  Forinvestors looking for income solutions, dividends offer an attractive proposition.

»  This comes with higher volatility though and requires an investment horizon of at least five years.
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Compounding effect

»  During stock market downturns, dividends provide a cushion.
»  Over the long run, the compounding effect is very powerful.

»  The chart compares the return of the Euro Stoxx 600 index without dividends (black line) and the
Euro Stoxx 600 index including dividends (blue line).
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Why are dividends a good long-term strategy?

» Intrinsic value: dividends generate cash flows, creating inherent value for investors.

» Drawdown buffer: dividends can help mitigate drawdowns, as the yield increases when the stock
price falls, making the stock more attractive.

» Indicator of success: dividends often reflect a successful business model and a company’s ability to
generate sustainable cash flows through sound financial management.

» Inflation hedge: dividends grow in line with nominal cash flows, helping to preserve their
purchasing power compared to fixed-income alternatives. As such, dividends can act as a hedge
against inflation.

» Defensive characteristics: historically, high-dividend stocks have performed well during market
downturns, offering a prudent way to add defensive exposure while diversifying equity portfolios

» Compounding effect: dividends have a powerful compounding effect, which can account for
approximately 50% of total long-term shareholder returns.
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Why are dividends a good long-term strategy?

' Higher Yield |

12 Months Dividend Yield

MSCI Europe

2.75%

Less Expensive

MSCI Europe Quality Dividend

3.48%

12 Months PE
MSCI Europe 20.0x
MSCI Europe Quality Dividend | 18.2x

Less indebted

Debt/Equity

MSCI Europe

189.1

Same Volatility

3 Years annualized Volatility

MSCI Europe Quality Dividend

92.9

MSCI Europe

14.9

MSCI Europe Quality Dividend

15.6

Source: Bloomberg

W

Weisshorn Asset Management




What are we looking for?

» Running a dividend strategy demands discipline » To sustainably increase dividend payments,
and commitment in portfolio management: companies must achieve consistent growth.
»  Quality stocks with a long-term dividend track
record. »  True sustainability comes from investments
>  Expanding business models with strong balance that remain profitable over the long run.
sheets (growing cash flows, dividend growth
potential).
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Portfolio engineerin
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uantitative screening and fundamental analvsis

» We integrate the 1’500 stocks from our universe into a scorecard that assigns a rating to each entity
based on valuation, solvency, growth, profitability, risk and momentum ratios.

» The 200 stocks with the best scores are then kept for fundamental analysis.

» The final step before adding a stock to the portfolio is a detailed fundamental analysis.

SOLVENCY

PROFITA-
BILITY

GROWTH

Weisshorn Asset Management 8



Dividend Policy

We look for companies with a stable and growing dividend.

We look for companies able to pay dividend even during uncertain times.

The table below shows the years in which dividends were increased (blue), left unchanged (white) or
cut (red).
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Portfolio monitoring

» Sector and country allocation driven by our » Assessment of earnings quality: high earnings
macro views. predictability.
» Monitoring of dividend policy changes. » Cash flow statement analysis.

» Expected dividend growth rate.

VALUE

QUANTITATIVE
ANALYSIS

FUNDAMENTAL
REBALANCING
[ ] [ ANALYSIS ]

\ ]

[PERFORMANCE ASSET ]

ANALYSIS SELECTION

YIELD MOMENTUM

Source: Weisshorn
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Pitfalls to avoid

»  Ahigh dividend yield does not always translate into high shareholder returns.

» Screening on dividend yield alone is dangerous: a high yield is not always a sign of financial health or
of a sustainable business model.

»  Ahigh dividend yield could sometimes be a sign of weakness in the business model and upcoming
troubles. The market anticipates a future dividend cut and is selling the security ahead of the
announcement.

»  Ahigh dividend yield may signal a lack of reinvestment opportunities. The company returns money to
shareholders because it has a cash surplus and no investment opportunities. If this persists, strong
cash generation attracts competitors and margins erode.

> All of this means active management is essential in a dividend strategy: identify the pitfalls
and position for a sustainable long-term approach.
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What we want to avoid

» High dividends are sometimes not sustainable: example Bayer in 2018-2025.

Bayer acquired Monsanto in 2018; balance-sheet quality deteriorated under the debt raised to
fund the deal.

» The company then faced litigation over Monsanto's Roundup and had to book provisions,
forcing it to cut the dividend to the bare minimum.

Bayer share price and dividend per share vs dividend yield
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What we like

» Long-term dividend growth: example of Allianz, 2000-2026.

» Dividend per share up from less than EUR 2 to EUR 17.10, an average increase of around 9%
per year over the past decade (red line). l

» One resetin 2009 in the aftermath of the financial crisis, followed by a full recovery and 15
consecutive years of growth.

Allianz share price and dividend per share vs dividend yield
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Portfolio details

Weisshorn
Dividend MSSI l:l:limpe Currency Exposure
Selection _u_ ty
Dividend
Europe
Average PE 15.71 18.23
Average P /CF 8.69 14.17
Average ROE 14.40 14.69
Dividend Yield - Last
o, o,
12 Months 4.59% 3.50%
Dividend Yield -
o, o,
Estimated 12 Months 5-16% 3.88%
Total Debt / Total Equity 145.24 93.07
Average Market Cap (bn.
EUR) 126.00 114.00
Nb of stocks 33 71
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Performance since inception
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Weisshorn Asset Management SA Tel: +41 22 316 03 30
7, rue des Alpes Fax: +4122 3103118
CH - 1211 Geneve 1 www.weisshorn-am.com
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Disclaimer

This document is made available exclusively to clients of Weisshorn Asset
Management under discretionary portfolio management who have expressly
requested to receive such information and documents (such as analysis, research,
report, commentary and/or fact sheet). It shall not be communicated to any third
party.

The information and opinions (including positioning) contained on this document
are for information purposes only and is not a solicitation, offer or recommendation
to sell or acquire any securities, effect any transaction or to enter into any legal
relations. More particularly, no information, document or opinions (including
positioning) provided on this website regarding services or products shall constitute
or be construed as an offer or solicitation to sell or acquire securities or other
instruments in any jurisdiction where such offer or solicitation is prohibited by law
or in which the person making an offer or solicitation is not licensed or registered to
do so or to any person to whom such offer or solicitation is contradictory to local
law or regulation. Any such prohibited offer or solicitation is void and Weisshorn
Asset Management will disregard any communication received in respect thereof.
Past performance should not be taken as an indication or guarantee of current or
Juture performance, and no representation or warranty, express or implied, is made
regarding future performance. Clients are urged to be assisted by professionals to
assess the possibilities and risks associated with any financial operation before
making any investment or other decisions.

W

Weisshorn Asset Management 17



