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Preface

Dear reader,

The second quarter of 2025 has been marked by geopolitical
escalation, bold policy moves, and milestones in both
technology and sport. On June 13, Israel launched
Operation Rising Lion, a military operation targeting lranian
nuclear infrastructure and senior officials, significantly
intensifying tensions in the region. The conflict escalated
further on June 22, as the United States joined the offensive
under Operation Midnight Hammer, deploying over 125
aircraft and submarine-launched missiles to strike deeply
fortified sites, including Fordow, Natanz, and Isfahan.

In East Asia, a major political shake-up unfolded as South
Korean President Yoon Suk Yeol was officially removed
from office after the constitutional court upheld his
impeachment, initially passed in December 2024. On the
diplomatic front, Rwanda and the Democratic Republic of
Congo reached a preliminary peace agreement during
U.S.-hosted talks in Washington. A formal signing is
expected soon, with the Trump administration expressing
hope that lasting peace could pave the way for long-delayed
mineral cooperation, though similar deals in the past have
often unravelled.

Meanwhile, in the United States, President Trump issued
an executive order in May lifting most sanctions on Syria.
The move included a 180-day waiver allowing temporary
business with the Syrian government. However, restrictions
targeting Bashar al-Assad and groups backing Syria’s armed
forces remain in place and cannot be lifted without
congressional action.

In the tech world, Meta CEO Mark Zuckerberg announced
the launch of a new division focused on superintelligence,
appointing Al wunderkind Alexandr Wang whose startup
just received a $14 billion investment from Meta as its
head. Zuckerberg also revealed that Meta had aggressively
recruited top talent from rivals including OpenAl and
Google, calling the initiative “the beginning of a new era
for humanity.”

In parallel, Microsoft marked the end of an era on May 5
with the permanent shutdown of Skype, the pioneering
video calling platform first launched in 2003.

In sports, Armand Duplantis once again made history on
June 15, breaking his own world record in pole vaulting by
clearing 6.28 meters at the Diamond League meeting in
Stockholm, surpassing the 6.27-meter record he had
previously set.

Following the dynamic events of Q2 2025, we are pleased
to present another edition of our Quarterly Brief, a
publication that offers objective market data, which will
keep readers abreast of the latest developments in the
relevant financial markets.

We wish you all the best and look forward to discussing
your questions regarding valuation trends and practices in
2025.

Yours faithfully

Victor Purtscher
Partner
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Valuationina Trade-War World:
APractical Overview of TarifT Risk

Recent increases in US import tariffs and retaliatory actions taken by affected countries
in response have had important commercial and economic effects and created significant
economic uncertainties that have had knock-on effects on companies and asset valuations.
These have been accompanied by policy reversals and conflicting signals which have
complicated economic forecasting and corporate planning.

The effects of tariffs have been widespread but are of
particular concern to certain countries and industries.
For example, early tariff actions focused on North
American trade between the US, Canada and Mexico.
Subsequent very large new tariffs on trade between
the US and China, in particular, have had direct
effects on physical trade flows and even shipping
levels. Particular industries have seen outsized
effects, especially where extensive supply chains had
developed, most notably in technology, but also in
sectors such as footwear. However, even countries
and companies with less direct linkages are affected,
with an increased risk of a recession or stagnation as
well as inflation.

Currently, trade deals are being negotiated and in
certain cases measures are on hold as the situation
evolves dynamically. This has limited the economic
effects to-date and raised questions about the ultimate
outcomes.

In looking to understand the potential effects of tariffs
on a company and its valuation, the complexity is
increased because of uncertainty about how long
these arrangements will remain in place. For example,
some indications were that the objective of the policy
is to shift manufacturing back to the US. This would
require the expectation that tariffs would remain in
place for the long term so that companies increased
investment in US manufacturing.

However, other signals suggest that the current
arrangements are an opening negotiating position,
implying these will change in the relatively short term,
in which case, companies may decide to not change
their investment plans (but may change short-term
import decisions). This increases the complexity for
companies managing in this environment and valuers
performing valuations.

This article addresses some of the key uncertainties
that companies are currently weighing, which could
directly or indirectly affect valuations.

Effects of Tariffs on Companies and
Valuation

Revenue. The effects on revenue start with
how entities react to these new costs. Tariffs
increase the cost of imported goods.
Companies affected need to consider how
such costs will be borne, e.g., to what extent
exporters will reduce the prices they charge to
maintain the post-tariff prices to customers
versus importers passing on the full effects of
tariffs to their customers. The level of some
tariffs suggests that much or all of the tariff
increases may be pushed onto customers,




(cont.) but any price decrease will directly affect
companies’ revenues. Higher prices relative to
domestic producers changes the relative
competitiveness of each party and may increase
the short-term profitability of local producers
who typically increase their prices in response,
though many companies may have similar
supply chains which may mitigate this effect.
Moreover, any short-term benefits to domestic
producers are likely to be offset by increased
uncertainty and worse economic conditions
given that such higher prices are likely to reduce
overall customer demand and product volumes,
negatively affecting revenue for all market
participants.

Increased import prices and inflation creates
negative effects for economies more broadly
and recession fears have increased in many
countries.

Cost increases. Many companies have
international supply chains which utilize
intermediate or final products manufactured in
other countries. Bearing these increased costs
will reduce companies’ profitability.

Exchange rate changes. Foreign exchange
rate changes are likely due to shifts in demand
and these may offset some of the effects of the
tariffs. Tariffs reduce demand for imports, which
reduces demand for the exporters* currency.
This leads to a relative strengthening of the
local currency which makes imports less
expensive, partially offsetting the increase in the
price of imports caused by the higher tariffs.

Company valuations. The direct effects of
tariffs on a company’s performance and the
indirect effects from the perception of increased
risk will tend to reduce valuation.

Investment plans. Companies with significant
investment plans have to consider the effects of
tariffs on the expected profitability of such
capital expenditures. Those companies may
delay such plans to better understand the long-
term tariff outcome. Delays like these, adopted
cumulatively across many companies, may
reduce economic growth and contribute to
recession risks.

Accounting effects. The tariffs are expected to
have wide-ranging effects on a company’s
accounting, including potentially asset and
investment impairments, higher expected credit
losses (ECLs), going concern risks, recovery of
deferred tax assets, etc., with related disclosure
requirements.

Increased focus on risks from leverage.
Increased macroeconomic risks put greater
focus on higher leveraged companies. In
addition to higher refinancing risk, the
compounding of business and financial risks
levers the effects of the current uncertainties.

Corporate transactions. The tariffs are likely to
lead to delays or the abandonment of M&A
transactions or even new or renewed financing
arrangements. Existing M&A and financing
processes are seeing increased time spent on
due diligence as counterparties seek comfort on
the effects of tariffs.

On the other hand, this might be a catalyst for
deals to gain access to certain markets and
establish a direct footprint to avoid tariffs, e.g.,
to secure a US manufacturing footprint.




Effects on Valuation

Greater efforts required to understand
clients’ plans. Having a comprehensive
understanding of a company’s commercial plans
is a critical factor in any valuation but especially
important in such an evolving situation. This
may affect the level of consulting a valuation
requires.

For example, in more normal situations, the
valuer may be satisfied relying on the insights
and perspectives of financial and accounting
executives. However, wider consultation may be
required in the current circumstances.

m Discounted Cash Flow (DCF) techniques.
Most DCF valuations use a single cash flow
scenario. It may be useful for entities to
consider the expected cash flow (ECF) method
which probability weights a range of cash flow
scenarios.

This would allow different potential tariff effects
to be considered and creates a structured
approach to incorporating such factors.
However, historically concerns about estimating
the range of scenarios to be considered and
their probability have limited the application of
the ECF method.

m Discount rate. In some jurisdictions, concerns
about forecast risks in cash flow projections

have been reflected in adjustments to the
discount rate. The subjectivity of these
adjustments has restricted the use of such
premiums in other jurisdictions. In any event,
risks should be considered in either cash flows
or the discount rate but should not be double
counted.

Market approaches. It is especially important
to consider market prices and movements at
times of increased uncertainty. For example,
traditional techniques that estimate individual
valuation inputs such as the equity risk premium
(ERP) or beta inputs into cost of capital
calculations may reflect stale data.

For example, increased spreads in higher risk
bonds suggest increased investor risk aversion
that may not be captured in ERPs generated
from historic data. This may create an increased
focus on reasonableness tests of the results of
DCF techniques such as implied earnings
multiples, even where a market approach is not
the primary valuation technique.

Terminal value. If short-term cash flows are
reduced, terminal value calculations are likely to
be a greater proportion of the overall value.
Given the uncertainty with amounts to be
realized further in the future, increased scrutiny
of such values will be important.

Generally, more consideration needs to be
given to the assumptions embedded in the long-
term “normalized” situation after the current
uncertainties stabilize, as developments during
the explicit projection period may or may not
change some important business dynamics for
the company being valued.



m Caveats. Given the level of uncertainty,
valuations may contain caveats similar to those
used during Covid.

Valuation range. Given the uncertainty, the
range of values of an asset or company may be
wider than normal.

How KPMG can help

Valuation date. Valuations are prepared as of a
specific date. This raises a question of what
should be considered in the valuation based on
what was known or knowable at that date. This
requires consideration of the timeline of events
before and after the valuation date.

P Reliable independent valuations: We provide board-ready advice throughout the deal cycle, delivering
fairness opinions, as well as accounting, tax and regulatory valuations, all of which can withstand

scrutiny from investors, auditors and regulators.

P Financial modelling and scenario analysis fit for decision-making purposes: We combine in-depth
sector knowledge with advanced analytics, simulation tools and visualization techniques to model
various tariff scenarios and assess the impact on cash flows, cost of capital and enterprise value.

P Strategic support focused on value: Whether you are financing growth, navigating restructuring,
resolving disputes, or setting up value-based management systems, we help you unlock, protect, and

maximize value across your organization.

Quarterly Brief - 2025 Q2






We provide a selection of key financial market data covering:

e Comparison of major stock market performance for the
12 months ending 30 June 2025

e S&P Eurozone BMI Index sector multiples

¢ Risk-free rate for Austria

e Equity risk premium for Austria

e Country risk premiums and inflation adjusted risk-free
rates for the BRICS countries

Major stock market performance: Global markets rebound
in Q2 2025, led by Eurozone

The second quarter of 2025 was marked by broad-based
strength across global equity markets; with many indices
delivering double-digit year-over-year returns despite
persistent geopolitical tensions and macroeconomic
challenges. In Europe, Germany's DAX stood out with an
impressive 31.1% year-over-year increase and a 7.9% gain
over the quarter, reflecting strong corporate fundamentals
and renewed optimism about the region’s economic
outlook. Similarly, Spain’s IBEX 35 climbed 27.9% year-over-
year and 6.5% quarter-over-quarter, buoyed by improving
consumer sentiment and easing inflationary pressures.

On the other hand, France's CAC 40 lagged behind its
regional peers, rising just 2.5% over the year and dipping
(1.6) % on the quarter. This relative underperformance likely
reflects growing political uncertainty and more cautious
investor sentiment. In contrast, the S&P Eurozone BMI
Index recorded a robust 22.3% annual gain, with a strong
12.8% increase this quarter suggesting broad recovery
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across the Eurozone, especially outside of France.

In the United States, equity benchmarks remained resilient.
The S&P 500 delivered a 13.6% year-over-year and 10.6%
quarter-over-quarter return, while the NASDAQ Composite
posted even stronger gains of 14.9% year-over-year and
17.7% quarter-over-quarter, driven by continued momentum
in tech and Al-linked sectors.

Meanwhile, Japan's Nikkei 225 rebounded after a weak
start to the year, rising 13.7% over the quarter and 2.3%
year-over-year, as investors grew more confident in Japan's
recovery despite ongoing global headwinds.

Emerging markets also gained ground, with the MSCI
Emerging Markets Index rising 12.6% year-over-year and
11.0% quarter-over-quarter, reflecting improved risk appetite
and growing capital inflows. Broader benchmarks like the
MSCI World Index and the FTSE 100 also showed healthy
returns, up 16.8% and 7.3% year-over-year, respectively.

The exception this quarter was Switzerland’s SMI, which
declined (0.6) % year-over-year and (5.4) % quarter-
overquarter, under pressure from defensive sector
underperformance and headwinds related to currency
strength.



Performance of leading indices

1 July 2024 - 30 June 2025

Index performance (%)

MSCI MSCI S&P FTSE 100 DAX
World Emerging Eurozone
Markets  BMI Index
Source: Capital 1Q | ]

S&P Eurozone BMI Index sector multiples: Signs of
stabilization amid diverging sector dynamics

As of the end of Q2 2025, sector valuation multiples across
the Eurozone equity markets point to gradual stabilization,
with diverging trends across sectors as macroeconomic
conditions evolve.

The median EV/EBITDA multiple remains relatively
dispersed by sector, ranging from 4.8x in Energy to 11.1x in
Health Care. Notably, the Energy sector continues to trade
at low EV/revenue (0.9x) and EV/EBITDA (4.8x) multiples,
reflecting earnings normalization following strong prior
quarters, despite stable commodity prices. Meanwhile,
Health Care, Information Technology, and Industrials
maintain elevated EV/EBITDA ratios (above 9x), supported
by structural demand and improving operational margins.

Communication Services, Consumer Discretionary, and
Consumer Staples are seeing a more cautious rebound,
trading near 1.0x EV/revenue and ~ 6.2x to 8.5x EV/EBITDA,
in line with broader macro sentiment recovery and easing
inflation pressures. The Financials sector also shows a
moderate valuation at 1.2x of its book value, though EV/
revenue drop to a new low of 1.6x, which is consistent with
higher interest rate environments and was last seen as of
the end of 2023.
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In contrast, Real Estate continues to trade at a steep
discount, with a price-to-book ratio (0.7x), reflecting
persistent structural pressures on valuation resulting from
elevated financing costs. Similarly, Utilities, despite a
relatively high EV/revenue (2.8x), trade on par with historical
norms with 8.6x EV/EBITDA.

From a valuation perspective, EV/Revenue multiples have
remained generally stable, suggesting the market continues
to price revenue expectations consistently. However,
movements in EV/EBITDA highlight sector-specific
differences in earnings momentum and investor sentiment.

As always, it's important to interpret multiples with caution,
as sector-level figures may mask company-specific
fundamentals, differing capital structures, or regional
regulatory impacts. A bottom-up analysis remains essential
for accurate valuation assessment.
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Note: Multiples are analyzed based on the latest information available as of the assessment date for the respective edition of the Quarterly Brief newsletter. Changes in index composition, revised financial

Health Care

information and newly available information as of the respective assessment date may cause multiples to change.
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Risk-free rate for Austria

The risk-free rate can generally be broken down into two
key components that seek to compensate the investor: the
first for expected inflation and the second for deferred
consumption. The risk-free rate is considered to be free of
risks except for risks embedded in the underlying currency
and risks related to investments in the particular country
(including general political, legal, regulatory and tax risks, as
well as the risk of a moratorium). As no investment is truly
risk-free, the risk-free rate is typically approximated by
reference to the yield on long-term debt instruments issued
by presumably financially healthy governments.

Risk-free rate (30y spot rate)
last 12 months as of 30 June 2025

3,50% -
3,00% A
2,50% A

2,00% A

1,50% A

Risk-free rate in %

1,00% A

0,50% A

As a risk-free rate we recommend using the spot rate of
zerobonds, denominated in Euro with a maturity of 30 years
applying the Svensson yield curve and data from Deutsche
Bundesbank, as of the valuation date. This approach is also
in line with the Austrian Professional Guidelines for the
Valuation of Businesses (KFS/BW 1) and respective
recommendations.

The graph below summarizes the development of the
above-mentioned risk-free rate over the last months as of 30
June 2025.

The risk-free rate (30-year spot rate of German zerobonds)
as of 30 June 2025 amounts to 3.05 percent.

30 June 2025
3,05%

0,00%

Jun 2024 Jul 2024 Aug 2024 Sep 2024 Oct 2024 Nov 2024

Source: Deutsche Bundesbank; KPMG analysis

Dec 2024 Jan 2025 Feb 2025 Mar 2025 Apr 2025 May 2025 Jun 2025
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Equity risk premium for Austria

The equity risk premium represents a compensation for the
higher risk of investing in a company compared to a
(theoretically) risk-free security, e.g. government bonds.
According to finance theory —i.e. CAPM — the equity risk
premium refers to the excess return of the equity market, i.e.
the difference between the expected return on the market
portfolio, which represents the portfolio of a typified fully
diversified investor, and the return of a risk-free investment.

According to the recommendation of the Expert Group on
Business Valuation of the Austrian Chamber of Tax Advisors
and Auditors dated 28 November 2017, the market risk
premium should be based on currently expected (implied)
market returns and recommends a range for the expected

Implied market returns (ATX Prime)
last 12 months as of 30 June 2025

11,00 % ~
10,34 %

10,32 %
10,22 % ° 10,18 % 10.03 % 10,14 %

10,50 % -
10,00 % -

9,50 % 19.26% 9,25% 9,27 %

9,00 %

8,50 %

8,00 %

Implied market returns in %

7,50 % -

7,00% 1 Recommended range by KSW

6,50 % - Implied market return GER

—— —— LT average implied market return GER
6,00 %

market return between 7.5 percent and 9.0 percent.
However, note that The the Expert Group published a
practical note dated 5 October 2022, stating that in light of
the then recent capital market developments, it was seen as
appropriate to apply market returns above the upper limit of
the recommended range.

We built a comprehensive model and have been calculating
and analyzing implied market returns for major capital
markets over the past years.

The graph below summarizes the development of the
above-mentioned implied market return for Austria (ATX
Prime) as well as Germany (DAX) over the last months as of
30 June 2025.

10,17 % 10,10 %

9,57 % 9,58 % 9,62 % . 9,62 %
9,42 % ATX

Implied market return AUT

— — LT average implied market return AUT

Sep 2024 Oct 2024 Nov 2024

Aug 2024

Jun 2024 Jul 2024

Considering the current level of the implied market return
for Austria and Germany in connection with the high
inflation rates and uncertainties in the political and economic
environment, the current level of the risk-free rate and the
updated recommendation by the Expert Group, we
recommend using a market risk premium for the
Austrian capital market as of 30 June 2025 of 6.50
percent.
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The table below summarizes the risk-free rate and our
corresponding market risk premium for Austria for the last
twelve months. These parameters might be used for
valuations of companies within the Austrian market.

Recommended risk-free rate and market risk premium

Date Risk-free rate Recommended MRP
Jun 30, 2024 2,59 % 7,00 %
Sep 30, 2024 2,49 % 7,00 %
Dec 31, 2024 2,58 % 7,00 %
Mar 31, 2025 3,05 % 6,50 %
Jun 30, 2025 3,05 % 6,50 %
Source: S&P Capital 1Q, Deutsche Bundesbank; KPMG analys
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Country risk premiums and inflation adjusted risk-free
rates for the BRICS countries

The country risk premium is a measure of risk faced by
businesses when investing in sovereign states. It reflects a
number of risks including economic, financial, political and
institutional. The country risk premium is effectively the risk
of low probability, high impact events that could lead to
significant losses in investment values. These types of risk
are at the forefront of many investors’ thinking now more
than ever due to a number of major economic and
geopolitical events such as the events in Eastern Europe
and the Middle East, all of which have led to previously
stable countries becoming much riskier. KPMG's valuation
practice has been analyzing and measuring country risk for
15 years and covers more than 150 sovereign states in a
proprietary KPMG analyst model.

Our recommendations for the risk-free rate (30-year spot
rate of German zerobonds plus inflation spread of the
respective country compared to Germany) and the country
risk premiums for Brazil, Russia, India, China and South
Africa compared to Germany are set out below as of 30
June 2025.

Recommended risk-free rate and country risk premium

Inflation adjusted Country risk

risk-free rate premium

Brazil 4,85 % 3,15 %
Russia 5,35 % n/a
India 4,95 % 2,70 %
China 2,45 % 1,20 %
South Africa 5,256 % 3,75 %

ource: S&P Capital 1Q; Analysis: KPMG
In the light of the current polit

general recommendation for the Russian country risk premium

and economic developments in Russia, we cannot give a
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