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Germany has been trapped in economic stagnation for many
years. There can be no doubt about the facts. The problems of
Germany as a business location are also well known. Yet the
courage to push through reforms is lacking. This is probably also
due to a failure of recognition. Small individual measures and
debt-financed government spending programs will not be
enough to generate sustainable growth again.

Germany'’s growth weakness has now persisted for six years, and
it can be felt everywhere — loss of prosperity in per capita income,
large deficits and rising contribution rates in the social security
systems, and growing unemployment. Millions of people are being
supported by unemployment benefits and basic income, even
though the labour market is looking for workers. There should be
no doubt about the seriousness of the situation.

Lack of understanding for the causes of economic weakness

And when it comes to the causes, there should also be clarity. The
economic problems are largely self-inflicted. Germany lags behind
all comparable economies. Global developments such as Covid,
the 2022 energy price shock, or the current tariff warhave affected
all countries to a greater or lesser extent. Also, Germany’s eco-
nomic problems are not solely due to years of insufficient public
investment, which the government now seeks to boost with new
debt packages. As countless location comparisons have shown,
high costs (energy, wages, payroll-related costs), too few skilled
workers, some of the highest taxes, and stifling bureaucracy re-
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duce Germany’s competitiveness and make it increasingly unat-
tractive as a business location.

Members of the current government often emphasize these
points as well, but reform efforts remain timid. Individual
measures such as depreciation allowances, subsidies for e-mobil-
ity, and an industrial electricity price will hardly suffice to trigger a
clear growth spurt. Despite high-profile investment summits, there
is so farno signin the indicators that companiesare investing sig-
nificantly more and creating jobs.

Apparently, the government does not see greater urgency for ac-
tion. Difficult measures are avoided. One gets the impression that
the problemis not primarily implementation, butratherrecognition
of why so little is happening in Germany.

Outrage over justified demands from the Minister of Economic
Affairs

A telling example were the partly outraged reactions, even within
the governing coalition, to statements by the Ministerof Economic
Affairs about working hours in Germany. She had pointed out Ger-
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many’s very low average working hours and demanded that we
“work more andlonger.” What is wrong with this statement? Noth-
ing. Higher working volumes are necessary to generate economic
growth and to improve the precarious financial situation of social
security systems and public finances.

There are various ways to achieve this — reducing the part-time
rate, especially among women, increasing weekly working hours,
delayingretirement, oractivating those not currently in work, such
as welfare or basic income recipients.

Well-meaning critics argue that the smarter path to growth would
be to increase average labor productivity without raising working
hours. A fine idea! But unfortunately, it contradicts recent reality
—we have notbeen able to raise average productivity. Since 2022,
it has not increased at all in Germany and has even slightly de-
clined. To generate more productivity again, reforms are needed
to improve conditions for investment, innovation, and technolog-
ical progress in Germany.

In the area of pensions, recent measures actually run counter to
the goal of more employmentandinvestment. Improvementslike
the so-called “pension at 63" have been maintained, and new ex-
pansions such as “Mothers’ Pension 3" and the 48% minimum
pension level have been introduced. The latter suspends earlier
reforms like the sustainability factor, which distributed demo-
graphic burdens between retirees and the shrinking working pop-
ulation. To follow such pension hikes with a debate abouta new
“boomer solidarity tax” can only be described as absurd political
theater.

Measures to raise pension levels have consequences: they in-
crease the federal subsidy to the pay as you go pension system
— whichis already one-third of the federal budget — and raise con-
tribution rates for employees and employers. The state is bur-
dened with additional consumption spending, workers have less
take-home pay, and companies’ demand for labor declines. This
isincompatible with a priority on public investment and more em-
ployment.

Deindustrialization politically tolerated and reinforced

The disadvantageous conditions in terms of costs, taxes, and bu-
reaucracy weigh especially heavily on industry. Even in 2025, de-
industrialization in Germany has continued. Industrial production
in June 2025 was no less than 18% below the corresponding level
of 2018. The decline is far greater than in other countries. And it
is not offset by the fact that some industries sell more services
alongside their goods.

Numerous factors contribute to this development, but energy
prices and thus energy policy decisions are of particular im-
portance. With the shutdown of nuclearpower and additional coal
plants, businesses and households were promised cheap
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electricity from wind and solar. In reality, however, electricity
prices in Germany are among the highestin the developed world
— and would be even higher if the state had not already shifted
considerable costs from consumers to taxpayers (e.g., EEG levy,
grid charges).

There is no prospect of falling electricity prices either, since the
system costs of the energy transition are enormous and should
have been clear from the start. These include not only building
wind farms and solar panels, but also urgently needed distribution
networks, adequate storage capacity, and additional gas plants
as backup. The restructuring of the energy system will cost tax-
payers and consumers many more billions before renewable en-
ergy can be used efficiently — instead of wind farms being shut
down at times of high solar output because the system is over-
loaded or profits are insufficient. Germany’s energy transition is
anything buta shining example forothercountries. Above all, high
energy prices have for years been a major factor in reducing in-
dustrial capacity or shiftingit abroad — with CO, emissions simply
occurring elsewhere. From this perspective, it is ironic that the
governing coalition promoted the transition to climate neutrality
as a major growth catalyst. Wishful thinking, as it turns out. The
energy transition has become very expensive, and as the Ministry
of Economic Affairs has announced, it now requires a reality
check with cost awareness and openness to technology to limit
the burden.

Infrastructure programs won’t work without reforms

For decades, investment priorities have been neglected in Ger-
man policy making, even though they likely appeared in every co-
alition agreement as an aspiration. Public investment relative to
GDPis about the same as 30years ago, while social spending has
risen sharply. Because investment was not prioritized, infrastruc-
ture is outdated and no longer competitive. Debt-financed infra-
structure programs are supposed to change this. But they can
only be justified if they truly generate additional investment and if
they channel resources into infrastructure in growth-relevant ar-
eas.

It must also be cautioned against the idea that improving infra-
structure alone will lead to sustainable growth. Without structural
reforms, it won't work. The disadvantages of Germany as a loca-
tion in terms of costs, taxes, bureaucracy, and labor supply must
be reduced. For example, social reforms are on the political
agenda this fall and could offer an opportunity. The very high so-
cial security contributions — now a burden on income and employ-
ment — should be reduced. At the same time, incentives and op-
portunities to work should be increased for those receiving trans-
fersthrough unemploymentinsurance and basicincome. The aim
should be to reduce the now massive strain on public finances
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while also easing labor shortages. Whether this will be possible
in the current coalition remains to be seen.

With market-oriented reforms, Germany has immense potential

Those in centrist parties who oppose market-oriented reforms,
whether out of ignorance of economic relations or political prior-
ities, should reconsider urgently. The pressure to act in Germany
is immense to prevent further economic decline. Without growth,
the welfare state will be endangered in the long run, and without
rising incomes, the political extremes will continue to gain
ground.

The lack of reform willingnessis all the more disappointing be-
cause Germany has great economic potential. There are excellent
skilled workers with lots of immense know-how in company work-
forces, which are often highly loyal to their firms. And Germany
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has alarge numberof globally competitive companies, often clus-
tered together. These include small, medium-sized, and large
firms, often in traditional industries. Since itis unlikely that a Ger-
man equivalent of an Alphabet, Microsoft, or Nvidia will emerge,
itis allthe more important to improve conditions for existing com-
pany structures and thereby encourage their willingness to invest
and innovate domestically.

If that happens, it is entirely possible that Germany could return
to a productivity and growth trend of 2%, fundamentallyimproving
prosperity and the situation of social security systems and public
finances. To achieve such growth, what is needed above all are
corporate investments and innovations in Germany. With a grow-
ing and modern capital stock, rising productivity, and additional
working hours, such growth rates are no utopia. Action just needs
to be taken.
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Notes on investment strategy - Investment recommendation pursuantto § 85 of the German Securities Trading Act (WpHG) in con-
junction with the German Securities Trading Act (WpHG). Regulation (EU) No. 596/2014

General

The investment strategy and/or investment recommendations (hereinafter referred to as "analyses")
are prepared by LeanVal Research GmbH for information purposes only.

Neither LeanVal Research GmbH nor its employees assume any liability fordamages arising from the
use of theanalyses or their contents or in any other way in connection with them. The analyses do not
constitute an offerorinvitation to subscribe to or purchase any security, nordo they orthe information
contained therein form the basis for any contractual or other obligation of any kind. An investment de-
cision should be made on the basis of aduly approved prospectus or information memorandum and in
no case on the basis of the analyses. Investors should seek the advice of an investment adviser in
making their investment decision. In this respect, the analyses cannot assume an advisory function.
The opinions, estimates and forecasts contained in the analyses are solely those of the respective au-
thors. They are date-related, not necessarily the opinion of LeanVal Research GmbH and may change at
any time without prior notice.

The information and evaluations (“Information”) reproduced here are primarily intended for clients of
LeanVal Research GmbH in Germany. Should the original recipient forward the analysis, he/she is
obliged to do so in compliance with existing regulations and laws and no obligation of LeanVal Research
GmbH towards a third party arises from this. In particular, the information is notintended for clients or
other persons domiciled or resident in the United Kingdom, the United States or Canada and may notbe
passed on to such persons orimported into or distributed in these countries. Distribution of the Analyt-
ics in other jurisdictions may be restricted by law and persons into whose possession the Analytics
come should inform themselves about and comply with any restrictions. Any failure to comply with
these restrictions may constitute a violation of applicable securities laws. Reprinting, redistribution, and
publication of the analyses and their contents in whole or in part are permitted only with the prior written
consent of LeanVal Research GmbH.

Information sources

All analyses are prepared on the basis of data from a data provider as well as from generally accessible
sources ("information”) that LeanVal Research GmbH considers to be reliable. However, LeanVal Re-
search GmbH has not verified the accuracy or completeness of the Information and assumes no liability
forthe accuracy or completeness of the Information. Possible incomplete orincorrect information does
not justify any liability of LeanVal Research GmbH for damages of any kind, and LeanVal Research
GmbH is not liable for indirect and/or direct damages and/or consequential damages. In particular,
LeanVal Research GmbH assumes no liability for statements, plans orother details contained in these
analyses with regard to the investigated companies. Although the analyses are compiled with all due
care, errors or incompleteness cannot be excluded. LeanVal Research GmbH, its shareholders, corpo-
rate bodies and employees assume no liability for the accuracy or completeness of the statements,
assessments, recommendations derived from the information contained in the analyses. Data source
for all historical prices is Morningstar and LeanVal Research.

s y of the valuation fundamental

The valuations underlying the investment recommendations for stocks analyzed by LeanVal Research
GmbH are based on generally accepted and widely used methods of fundamental analysis, such as the
DCF model, peer group comparisons, NAV valuations and - where possible - a sum-of-the-parts model.
The calculated scores (Value, Quality, Stabilty, Growth) are the result of a proprietary model of LeanVal
Research GmbH. They result from the comparison of fundamental key figures of the quantitatively an-
alyzed company in relation to comparable companies within a sector (or region). Information on the
general approach can be found at www.leanval.investments. The absolute target price and the associ-
ated absolute assessment (undervalued, neutrally overvalued) are determined using a forward-looking
DCF or ROIC (return on invested capital) method. Estimates of future eamings serve as the basis for
this. The eamings estimates are either based on a consensus or are made by LeanVal Research GmbH
itself.

Updates

Therecipients are not entitled to the publication of updated analyses. LeanVal Research GmbH reserves
the right to update analyses without prior notice. A regular update of this document is not intended.

Compliance

LeanVal Research GmbH has taken internal organizational and regulatory precautions to avoid conflicts
of interest in the preparation and dissemination of financial analyses. In particular, there are internal
information barriers that prevent analysts from accessing insider information. Compliance is monitored
by the Compliance Officer.
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Expl ion of ther dati y

The relative assessment is based on the various scores of the individual companies in the areas of
Value, Quality, Stability, Growth and Momentum which are compared with the average scores of the
overall market and/oralso with the respective sectors. The companies are ranked on ascale from 0 to
100. From this, the three ratings "unattractive" (0 to 30 on the scale), "neutral’ (31 to 70 on the scale)
and "attractive” (71 to 100 on the scale) are derived. The relative assessment can change at short notice
due to the high complexity of the scores and the multiple interdependencies between the companies
analyzed.

LeanVal Research GmbH's rating system for absolute valuation comprises the ratings "undervalued’,
“fairly valued"and "overvalued". Therating of a share is based on the expected return forthe next six to
twelve months. The expected retum is composed of the prognostic change in the share price and the
expected dividend yield. Changes in the discount factor or projected cash flows can lead to significant
changes in the target price.

Rating system of the absolute valuation

Buy Potential > +15%
Hold Low upside and downside potential
Sell Potential <-15%

Conflicts of interest

In the financial analyses, circumstances or relationships that could give rise to conflicts of interest be-
cause they could jeopardize the impartiality - of the employees of LeanVal Research GmbH who pre-
pared the analysis, - of LeanVal Research GmbH as the company responsible for the preparation or of
companies affiliated with it, or - of other persons or companies working for LeanVal Research GmbH
and contributing to the preparation, must be disclosed. Information on interests or conflicts of interest
that must be disclosed exists in particular if

1. significant shareholdings (= shareholding > 5 % of the share capital) exist between the above-
mentioned persons or companies and the issuers who are themselves or whose financial in-
struments are the subject of the financial analysis,

2. the above-mentioned persons or companies manage financial instruments which themselves
ortheir issuers are the subject of the financial analysis on amarket by placing buy or sell orders
(market making/designated sponsoring),

3. the above-mentioned persons or companies have been involved in the management of a con-
sortium foran issue by way of a public offering of such financial instruments which are them-
selves or whose issuers are the subject of the financial analysis within the previous twelve
months,

4. the above-mentioned persons or companies have been bound by an agreement on services in
connection with investment banking transactions with issuers who are themselves or whose
financial instruments are the subject of the financial analysis within the previous twelve months
or have received a service or a promise of service from such an agreement within this period,
insofar as no confidential business information is affected by the disclosure of this information,

5. the above-mentioned persons or companies have entered into an agreement with issuers, who
themselves or whose financial instruments are the subject of the financial analysis, forthe prep-
aration of the financial analysis,

6. the above-mentioned persons hold management or supervisory board mandates with issuers
whose financial instruments are the subject of the financial analysis, or
7. the above-mentioned persons or companies have any other significant financial interests in re-

lation to the issuers whose financial instruments are the subject of the financial analysis.
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Bleichstrale 52

60313 Frankfurt am Main
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Email: research@leanval.investments
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