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Setting the Stage

When thoughtfully utilized, long-term targets influence key decisions and help shape the
trajectory for growth and stability at a company. These targets are not just numbers; they
represent a commitment to shareholders, a roadmap to ful iIIin% the company'’s vision, and
a benchmark against which The Street can measure progress. They also serve as an internal
motivator.

According to our proprietary research, management quality is the leading investment
factor for buy-side professionals. In an uncertain macro environment, the role of
management credibility has never been more pivotal. Investors are increasingly leaning on
companies to not only lay out a clear vision at their investor day, but to also delineate
realistic, yet ambitious long-term strategic goals tied to financial targets that are grounded
in both quantitative analyses and qualitative foresight.

In fact, 90% of investors report that long-term targets are an important to critical element
of an investor day. Further, our research shows that 60% of investors prefer three-year
targets over any other timeframe.

Preferred Long-term Target Timeframes

60%

22%
1%
3% 4%
2 Years 3 Years 4 Years 5 Years > 5 Years/
orLess "Long Term"

Source: Corbin Advisors

Navigating the Risks and Rewards of Transparent Target Setting

Disclosing long-term financial targets publicly at your investor day can be highly fruitful
when done right, but also requires additional internal preparation, thought, and alignment.
Investors also are inherently risk-averse and what they do not know or understand can lead
to a less-than-full allocation or serve to fuel the bear case.

In any environment, and especially a challenging one, properly educating investors on your
company, leadership experience, and durable business model while providing a mix of
short- and long-term financial scenarios is a delicate balance, but also can be key to
maintaining a core investment base while minimizing reactionary stock sales due to
misinformation or lack of clarity.
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Before deciding whether or how to implement long-term targets, first consider the
following buy-side perspective pros and cons:

Pros and Cons of Communicating Long-term Financial Targets

Focuses Investor
Attention on Key
Metrics

Directs investors' attention to the metrics that are most crucial
for your company, fostering a deeper understanding of the
organization's core operational and financial KPlIs.

Balances Expectations
with Realism

Helps to reel in extreme expectations or fears by providing
reasonable ranges that are grounded in realistic assumptions.
While resetting expectations through long-term targets can
have a near-term impact on stock price, it sets management
up to deliver over the long term, which builds credibility.

Facilitates Internal
Alignment & Improves
Metric Quality

Provides the company an opportunity to upgrade the quality
and communication of the metrics shared with investors
where needed, as senior leaders must come to a consensus
over figures in the context of the broader strategy.

Grounds Quarterly
Expectations

Facilitates a more rooted discussion on quarterly expectations
by tying them to long-term assumptions, enabling a
comprehensive view of the company's trajectory; in the event
of a challenging quarter, can serve to quell concerns by
reinforcing that the long-term trajectory remains intact.

Serves as a Foundation
for Forward-Looking
Discussions

Provides management with a robust foundation to refer back
to during discussions on forward expectations and questions,
ensuring consistency and clarity in communication over
multiple reporting periods.

Enables Management
to Build a “Say-Do"
Track Record and
Credibility

Strategy linked to credible expected financial outcomes is
best practice and a glide path for value creation as .
management executes against and achieves goals outlined.

Can Result
in Confusion

Establishing and updating targets is more science than art.
The way in which targets are communicated should be clear,
immediately intuitive, and simple (i.e., do not provide too
many metrics and avoid “long-term” as a timeframe, as there
is no end). They should be married with assumptions and
footnotes (i.e., clearly indicate whether targets include or
exclude M&A). The opposite approach can result in lack of
clarity, confusion, and a lot of follow-up questions.
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Long-term targets should play a role in investor
communications periodically and will be brought up by
investors and analysts, who use these goals as a measuring
stick. Establishing long-term targets and never addressing
them deprioritizes the importance they play in the investment
thesis and can lead to an apathetic reaction when achieved.
Thaécfs'a lot of work over a long period of time to not get
credit!

Can Be Dismissed
If Not Kept
Front-and-Center

Being overly aspirational, only to reset or miss targets, or
Confidence and pulling targets too quickly without bridging or explaining the
Management rationale leveraging critical investor communication channels
Credibilit (i.e., earnings, investor days) can erode_ln\{estor confidence

Y and potentially mar management credibility.

Can Erode Investor

Long-term Target Deep Dive: An Analysis of 100 Investor Days

To better understand long-term financial target trends, we analyzed 100 investor days that
have occurred in 2023 across market caps and sectors.

omo Investor Days: Sector Breakdown
3%2%1% n=100
3%
3%

= Tech
= Industrials

8% Health Care

= Consumer Discretionary
Financials

= Consumer Staples

= Energy
Real Estate

= Materials

= Communication Services

= Utilities

Key Findings:

Provided Long-term Financial Targets
n=100

82% of companies that hosted
investor days provided long-term
financial targets

=Yes

= No
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Small caps were the largest proportion of companies to provide long-term targets, though
at least 80% across all market caps communicated future financial goals

Market Cap Breakdown

n=100

= Small-cap =Mid-cap =Large-cap
(INNER) % That Provided Long-term Targets

Three-year timeframes are the most prevalent, in line with our broader investor preference

research
Long-term Financial Targets (Timeframe)
n:82
23% 22% 22%
16% 16%
1%
I
2 Years 3 Years 4 Years 5 Years 6 Years+ No Timeframe/
"Medium" or
"Long Term"
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Most companies provided three long-term financial metrics as targets

Long-term Financial Targets (Number Provided)
n=82

30
25
16
6 4
[ ] T |
3 4

1 2

Revenue growth and operating margin targets are the most oft-cited metrics provided by

companies
Long -term Financial Targets (Metrics)
n=82
78% 73%
34% 33%
20% 12%
. ° 1M% 7% 5%
|| || | |
Revenue  Operating EPS FCF/ Gross Capex Leverage ROIC Dividend
Growth Margin Growth FCF Margin Spend Ratio Growth
Conversion
The Big So What™

When advising companies in the months and weeks leading up to investor day, we strongly
encourage our clients to include long-term targets to any extent they can. Below, we have
outlined selected best practices and recommended strategies to consider:

* Introduce targets in a public forum that allows for management voiceover: Presenting
targets within the broader context of the company’s journey — where it has been,
where it currently stands, and where it aims to go — helps convey a more
comprehensive purpose beyond projections which may not seem tangible in black and
white. Communicating the company’s economic value framework, inclusive of market
opportunity; strategies to drive growth, profitability, and free cash flow; business
model advantages; and capital deployment approach sets the stage for targets to be
believed and achieved.
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Do not over commit by providing too many metrics or ones that are hard to predict:
There is no “one size fits all” answer to what is appropriate for all companies to project
in their targets. Think about what metrics are easier to predict and are the least likely to
be affected by surprises in your business or by accounting factors. For example, metrics
like EPS can be much harder to predict (and easier to manipulate) versus metrics like
revenue due to the greater number of factors layered on top of it within the income
statement. Companies with lumpier or more highly cyclical business models also need
to think about whether the timeframe being projected provides a sufficient enough
window to execute to plan and mitigate swings. Also remember, less can sometimes be
more; the more metrics and information your company tries to force into its long-term
target framework, the greater the probability of not hitting one or more of them.

Provide achievable financial goals and communicate ranges where appropriate: To
manage external expectations most effectively, publicly announced long-term targets
should be reality-based yet offer a compelling view of the internal long-range plan.
Consider using ranges or directional guidance (e.g., 7-10% organic growth or mid-
single-digit organic growth) instead of specific points (e.g., 9%) to provide flexibility
and cushion for achieving the high end that range. That said, do not provide a range
that is too wide. There's a buy-side saying, “you can drive a truck through that
guidance,” implying an overly wide target range can be less valuable to investors than
not providing any target at all.

Outline baseline assumptions and scenario analyses. Articulating baseline assumptions
that help investors understand internal inputs and sensitivity to external factors that
drive performance is also best practice. This can be especiany true during times of
macro uncertainty. Things happen, and it is good practice to provide a balance in
making claims about anything too far into the future.

In the absence of long-term targets, articulate strategy milestones. As not every
company may be equipped and/or comfortable providing traditional, long-term
financial targets, consideration should be given to milestones that are outcomes of
strategy execution and that provide a path to building a “say-do” track record.
Examples include but are certainly not limited to revenue mix (e.g., portfolio,
geographic, recurring revenue contribution); vitality index/new product development;
shifting from unprofitable to profitable or from cash-burning to free-cash-flow
generative; and net debt-to-EBITDA target range.
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Let Corbin help you cut through the noise and develop a differentiated investment

thesis that serves to educate and capture investor mindshare.

! Contact us today:
= corbinadvisors.com/contact

Any unauthorized use, duplication, redistribution or disclosure of this proprietary
research, including, but not limited to, redistribution of this document by electronic
mail, posting of this document on a website or page, and/or providing to a third
party a link to this document, is strictly prohibited. The information contained in this
document is intended solely for the recipient and may not be further distributed by
the recipient to any third party. Thank you for respecting our Intellectual Property
and recognizing the challenges we face, including significant loss and brand erosion,
when it is shared outside of designated recipients.

All content herein is copyrighted ©@Corbin Advisors 2023
All rights reserved.
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