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1. NUMBER OF COMPANIES ANALYSED & NUMBER OF COMPANIES

THAT ACCOUNTED FOR 50% OF TOTAL GOODWILL IN 2014

e We analysed data of 4 indices comprising more than 1,000 companies (covering the U.S.,
Europe and Asia-Oceania) from 2007 to 2014.

e Concentration of goodwill at the top end was a common feature of all indices.
For all indices, less than 11% of the population accounted for 50% of total goodwill.

Companies Analysed (Total Population) > Note 1

Companies that Accounted for 50% of Total Goodwill in 2014 (Subpopulation)

# of companies in the Names (and abbreviations) of indices
Index Total Population (a) that represented the regions covered in
thls presentation are as follows:
S&P 443 S&P 500 index (‘S&P”) of the U.S.
Europe 328 S&P Europe 350 index (‘Europe’) of
Nikkei L Tlflgl:ip?ZZS index (‘Nikkei’) of J
d 1KKeE1 mdaex 1KK€1") of Japan
ASX 134 (only those companies that applied
Total 1,069 Japanese GAAP throughout 2005-

2014)
S&P ASX 200 index (‘ASX’) of
Australia

% of market capitalisation Note 2
S ; ote
Index # gf l():ompa:n;gs mbthe (b)/(a) Sub (in IZ(:M) of thfh t of Data for Nasdaq 100 index of the U.S.,
ubpopulation (b) ubpopulation over : ato Hang Seng 50 index of Hong Kong and
the Total Population KOSPI 100 index of Korea were also
S&P 36 8.1% 31.9% collected and analysed. They were not
o 0 included in this presentation because
El_JrOp? 36 11.0% 28.8% they provided similar results to one or
Nikkei 9 9.5% 21.2% more of the indices listed above.
ASX 10 7.5% 47.1%
MBS FHEERE O Web YA M L 7o HI . B EHEIE K ONE B EMESRAV AT C D | E OO BRI PEMEIZRE 9D IR N SIS Lo TR S TV E T,

BRI G R TR LT T MDD LV AR S TV ET,

Data source: Bloomberg (for
S&P, Nikkei and ASX) and
S&P Capital 1Q (for Europe)
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2. EVOLUTION OF GOODWILL AND GOODWILL IMPAIRMENT

FROM 2007 10 2014
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e From 2007 to 2014, total goodwill increased across all indices.
e Impairment charges were high in 2008 for Europe and S&P, and again in 2011 and

2012 mainly for Europe and ASX.

Evolution of total goodwill
from 2007 to 2014
(in USD billion)
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Evolution of goodwill impairment (& amortisation, if
applicable)
from 2007 to 2014 (in USD billion)
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W H =B IR OWeb A MBI L7 83, MR R O EBRE RSN C D T OO IR PEMEIZ B9 DIEBE NSNS o TGS TV ET,

ARG MR S A TR T LTINS OEHIC LV U TV T,
Data source: Bloomberg (for

S&P, Nikkei and ASX) and
S&P Capital 1Q (for Europe)
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3. TREND IN AVERAGE GOODWILL PER COMPANY

& ToTAL AMOUNT OF GOODWILL IN 2014

S&P and Europe had larger amounts of goodwill, both in average per company and in total, whereas
Nikkei and ASX had smaller amounts.

From 2008 to 2014, average goodwill per company for S&P increased constantly.

In Europe, the average goodwill per company increased until 2011, then decreased in 2012-2013 and
increased again in 2014.

For both S&P and Europe, goodwill reached its highest level in 2014.

Average Goodwill per Company

USD million (for companies that recognised goodwill) Average and Total Goodwnl_m 2014 B
(in USD billion)
6,000
number of
M Aver_age companies Total
5,000 — goodwill per that -
. goodwill
company | recognised
goodwill
4,000
S&P S&P 5.6 385 2,149
—&—Europe Europe 5.3 306 1,623
3,000 —oe— Nikkei Nikkei 0.4 123 49
ASX ASX 1.0 102 100
2,000
» Note
In Japan, most business combinations have been
1,000 == accounted for under the purchase method since
R = . 2006. Until then, the pooling-of-interests method
0 o= © &—"9 - o was commonly used.

2007 2008 2009 2010 2011 2012 2013 2014

MR FHEERE O Web ¥ A MIHail L 7o I, B EHEIE K ONE RS TEMESRAZ T T | Z DM O IR FEREIZ R T DA N ST o TS TV T,
GRS R T S g B Nl s b g N SVM < & N L= WSV S QTN 35
Data source: Bloomberg (for
S&P, Nikkei and ASX) and
S&P Capital 1Q (for Europe)
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4a. TREND IN GOoDWILL/NET ASSETS (BOOK VALUE OF TOTAL EQUITYS

B S&P (34% [average during 2007-2014]) and Europe (31%)
showed higher ratios of goodwill to net assets.

B ASX (21%) indicated middle level figures, different from the 2%
modest figures of average goodwill per company. 180 /\e

e Europe and ASX decreased gradually during the period 1?2
(Europe since 2008) due to the relatively higher increase in net P a——

assets. 120 W
e Figures of Nikkei were modest (4%) and steady. ol
Goodwill / Net Assets 60

Goodwill (FY2007=100)

40%
30% s
B By —e5&P

\_\ —&—Europe
20% \\n—+ —©— Nikkei

15% —+—ASX

10%

5% o
K‘J
0% T T T T T T T 1
2007 2008 2009 2010 2011 2012 2013 2014
s 2 Bt HE U O Web DA MBIk LIz R g, B 1EMETE R ONEBR B TEHESS R X U | 2 DA od MU U PE HE L B 3 D IR HEIE DN S0 o TIRES LTV T,
T 7 G ST Z L IL TN O DB IV EEL B QN ET,
Data source: Bloomberg (for
S&P, Nikkei and ASX) and
S&P Capital 1Q (for Europe)
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48. TREND IN INTANGIBLES (INCLUDING GOODWILL)/NET ASSETS

B Trend in i_ntangibles/net assets was similar to the trend Intangibles (FY2007=100)
in goodwill/net assets. 200
e Europe (51% [average during 2007-2014]) showed 180 -
slightly higher figures than S&P (49%) for 160
intangibles. 140
. . N - . 120 -
r Both intangibles and net assets increased for Nikkei, 100 |
resulting in little movement. 80
Intangibles (including Goodwill) / Net Assets 60
70% 40
QA
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20% - :éf S e S— 200.0
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0 o
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“0% _ —o— Nikkei 140.0
D ——ASX 1200 7
20% 100.0 Bz
80.0
60.0
10% 5 = o o o9
o— o o ° 40.0
0% N RO IINSCNINGIR G,

- - - - - - - - TP P
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MR FHEERE O Web ¥ A MIHail L 7o I, B EHEIE K ONE RS TEMESRAZ T T | Z DM O IR FEREIZ R T DA N ST o TS TV T,
FFA 7B E RIS AT RO ZEIL TN L OB IV AL BTV ET,
Data source: Bloomberg (for
S&P, Nikkei and ASX) and
S&P Capital 1Q (for Europe)
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5A. TREND IN GOODWILL/ MARKET CAPITALISATION

' italisati Goodwill (FY2007=100
e Goodwill to market capitalisation showed more codwill ( )

volatility mainly due to volatility in market j‘;ﬁ
capitalisation. 160 //\e
®  S&P and Europe showed higher figures but less e g
outstanding compared to goodwill to net assets. 100 W
Goodwill / Market Cap. 28
30.0% 40 T
AN S W

25.0%
/ \9\/\ Market Cap. (FY2007=100)
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J /\\(/)\:\\9/‘E| 180.0
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15.0% o 160.0
/ \\x —0— Nikkei 140.0 %
10.0% —t— ASX 120.0 /)E
. 0
¥ S~ —— 100.0 - )/ 7
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T T T T T T T 1 (\ % q Q \ (» f‘) k
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S5 R VERAE OWeb VA MO IBH L= S, ZVEHEE R OEBRZEMESN AT U | ZOMO MR PERE BT DB NS RRIC Lo TR#ESN T ET,
BRI G R TR LT T MDD LV AR S TV ET,

Data source: Bloomberg (for
S&P, Nikkei and ASX) and
S&P Capital 1Q (for Europe)
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5B8. TREND IN INTANGIBLES (INCLUDING GOODWILL)/MARKET

CAPITALISATION
e Trend in intangibles/market capitalisation was Intangibles (FY2007=100)
similar to goodwill/market capitalisation. jgﬁ
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ST T T
MR FHEERE O Web ¥ A MIHail L 7o I, B EHEIE K ONE RS TEMESRAZ T T | Z DM O IR FEREIZ R T DA N ST o TS TV T,
FFA 7B E RIS AT RO ZEIL TN L OB IV AL BTV ET,

Data source: Bloomberg (for

S&P, Nikkei and ASX) and

S&P Capital 1Q (for Europe)
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NUMBER OF COMPANIES THAT RECOGNISED GOODWILL OR

INTANGIBLES EXCEEDING 50% OF NET ASSETS IN 2014

Quite a number of companies in S&P and Europe recognised goodwill or intangibles

exceeding 100% of their net assets.

Some companies recognised goodwill or intangibles exceeding 100% of their market

capitalisation.
Goodwill (in 2014)
4 of companies vs. Net Assets vs. Market capitalisation
Index analysed 50% + 50% +
100% + 100%o +
sep | a43 155 64 3 1
Ewope | 328 07 6 25 3
Nikkei | 64 o o o 0
ASX 134 27 9 10 1
Intangibles including Goodwill (in 2014)
4 of companies vs. Net Assets vs. Market capitalisation
Index analysed 50% + 50% +
100% + 100% +
s&p | a43 199 7 42 3
Ewope | 328 155 82 66 14
Nikkei | 64 6 .o 2 0
ASX 134 52 29 27 5

B R LA OWeb YA MR L7 1E UL, EAEHEE R OEBREEFHEAAIZI I | ZOMO BRI EERE B T2 NS L > TRESN T ET,

BRI G R TR LT T MDD LV AR S TV ET,

Data source: Bloomberg (for
S&P, Nikkei and ASX) and
S&P Capital 1Q (for Europe)
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7. TREND IN BREAKDOWN OF MARKET CAPITALISATION
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e For S&P and Europe, a large portion of market capitalisation (ie market value of
equity) was not recognised in the statement of financial position.

Market fluctuations affected the unrecognised value rather than goodwill.
Market Index

]
Unrecognised Value, GW, Net Assets less GW Market Unrecognised Value, GW, Net Assets less GW
(USD billion) |n{3|e>< (USD billion) (Point)
20,000 S&P (Poin) 50 000 Europe
. 2,000 - 1500
Unrecognised Value Unrecognised Value '
Goodwill Goodwill
mmmm Net Assets less Goodwill mm Net Assets less Goodwill
e Market Index e Market Index
15,000 — 15,000
- - 1,500
I 11,246 11,141 10,674 - 1,000
"' i i -- 578
i N | B = = 9,187 2
{10000 6.627 | 1000 10000 JERER
7,803 5,687 5,334 7,510 7,780
4743 6,806 6,702 3,703 3,691
3,594 4,451 5 144 2,351 B 2,298 L 500
2,102 2,149 : 2,275 i
5000 +— — — — 52,030 ==~ 5,000 — 623
! 1,803 1,915 - 500 ! 1,096 Ls0, 1,608 11568 1,505
1,678 ’ K
1,631 1,582 1,430 1 457 1,491
4,175 4900 4,498 4 3979 41264
21876 2708 31888 3136 3892 21000 oled, 3l0do 31967 31684 3
r O O h T T T T T T T I~ 0
2007 2008 2009 2010 2011 2012 2013 2014

N

1 0 -
\ 2007 2008 2009 2010 2011 2012 2013 2014
Y Note: Figures in gray boxes represent Market Cap. (ie the sum of Unrecognised Value (yellow), Goodwill (green) and Net Assets less Goodwill (blue))

Data source: Bloomberg (for
S&P, Nikkei and ASX) and
S&P Capital 1Q (for Europe)

B R IL RS OWeb ¥ A M HR L 7ot U3 FAFHEE R OEBRFEMESRIZ 100 | Z OO FEAR Y PEMEZ BT DI L DN SR & o THRR

AT SIS AT ) C LI TN LD IEHIC L U O T ET, . . . .
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7. TREND IN BREAKDOWN OF MARKET CAPITALISATION (coNT’D)

Compared to S&P, Europe and ASX, Nikkei has much less unrecognised value.
3

Market fluctuations affected recognised assets rather than goodwill.

Unrecognised Value, GW, Net Assets less GW

Iv:ardket Unrecognised Value, GW, Net Assets less GW
. ndex - ket Index
(USD billion) o vy (USD billion) Market Inc
(Point)
2000 N_I kkei 2,000 ASX 7,000
Unrecognised Value
Goodwill :
s Net Assets less Goodwill I, 15,000 \ ggrozcv?lﬁ?lsed Value  c000
Market Index 1500 mmmm Net Assets less Goodwill '
' e Market Index
1,139 5,000
- 10,000 1,029
1,000 1= 4,000
575 544 '
441
680 492 498 45,
- 5,000 L
| . £00 1 337 o5 97100 3,000
‘ 104 103
99
94 99
_l l _ 21000
- 0 O N T T T T T T T
12
i (500) (500)
i 2007 2008 2009 2010 2011 2012 2013 2014

0
2007 2008 2009 2010 2011 2012 2013 2014
Note: Figures in gray boxes represent Market Cap. (ie the sum of Unrecognised Value (yellow), Goodwill (green) and Net Assets less Goodwill (blue))

A R LA O Web ¥ MIHR L7 1E WU, EAEHEE R ONEBEETFHERAI 2T | E OO BRI EENE B T 215 NS ST L > TRa
Data source: Bloomberg (for §$ﬂf£<%§3'%ﬁ%%?ﬁ‘fﬁi:&ﬂi:h%@{ﬁﬁa:i@%b%nfb VET,
S&P, Nikkei and ASX) and

S&P Capital 1Q (for Europe)

TVET,
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8. ANALYSIS OF AVERAGE GOODWILL PER COMPANY BY INDUSTRY

IN 2014

e The telecommunications services industry in S&P and Europe had significantly larger
amounts of goodwill per company.
e Consumer staples and health care in S&P and Europe showed larger amounts.
e Unlike other indices, the utilities industry in Europe recognised a larger amount of
goodwill per company.
(USD million)
30,000
Average Goodwill per Company (that recognised Goodwill) by Industry
25,000
20,000
15,000
10,000
- L.—D_LLL L_I L L
0 Consumer . Telecom-
X/zrrlggte Energy Materials | Industrials tDi(i)sncarf); ngs;r:ser Health Care | Financials !I[]Jgr:nmoalt(;g; msuenri\fiacteics)n Utilities
@s&pP 5,582 3,050 3,011 5,662 3,250 7,170 7,649 6,707 5,608 25,996 2,298
BEurope 5,303 2,168 3,217 3,647 3,814 10,326 10,939 4,019 4,518 13,992 6,982
B Nikkei 398 12 250 206 52 1,002 983 891 234 2,689 91
OASX 983 1,866 987 340 361 2,054 913 1,745 664 639 536

B X E LA O Web A MIHGR L7216 T, F1EHEE R OEBRE PR ZIID | ZOMO BRI EEREIZBE 2B NI L TR#ES T ET,

FFAl 2 S - B S A T Z e IX TN DD IERIC IV O TV ET,
Data source: Bloomberg (for
S&P, Nikkei and ASX) and

S&P Capital 1Q (for Europe)

Copyright © 2016 European Financial Reporting Advisory Group and
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9. ANALYSIS OF GOODWILL/NET ASSETS BY INDUSTRY IN 2014
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e Similar to average goodwill per company, the telecommunication services, consumer
staples and health care industries indicated higher figures. Industrials in S&P and Europe

also showed higher figures.
e ASXranked higher in some industries, particularly the information technology industry.

e Consumer staples and health care industries in Nikkei showed relatively higher figures

compared to other industries.

140.0%
Goodwill / Net Assets by Industry
120.0% —
100.0%
80.0%
60.0%
40.0%
o :.:I:Lﬂ. h:L
0.0% Consumer i Telecom-
Market - . - Consumer . . Information eyl .
Average Energy Materials | Industrials D_|scre- Staples Health Care | Financials Technology munication Utilities
tionary Services
BSs&P 32.3% 7.1% 41.5% 57.2% 44.9% 55.2% 59.3% 18.2% 36.8% 100.8% 15.9%
BEurope 27.6% 5.4% 18.5% 58.6% 29.5% 65.1% 62.8% 11.5% 56.5% 59.9% 31.9%
B Nikkei 3.8% 0.5% 4.1% 2.7% 0.6% 17.1% 23.9% 2.0% 6.0% 9.9% 0.3%
OASX 16.8% 12.9% 6.9% 26.9% 42.8% 47.8% 72.9% 14.2% 117.0% 13.9% 20.4%

W Hs = BT IR OWeb A MR L7 8., B ML R OEBREFERESRA 21T T E OO MR EMHE B T DIEBE NSNS I ThRESN TV ET,

FFAI 722G - I A1 T2 T T B DIERIC IV AL O TV ET,

Data source: Bloomberg (for
S&P, Nikkei and ASX) and
S&P Capital 1Q (for Europe)
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10. TREND IN NUMBER OF COMPANIES WITH GOODWILL

IMPAIRMENT (EXCLUDING AMORTISATION)

e Arelatively small number of companies experienced goodwill impairment.
e Percentage of companies that experienced goodwill impairment were higher for
Europe than for other indices.

# of Companies with Goodwill Impairment (excluding Amortisation)
# of companies

Index 2008 2009 2010 2011 2012 2013 2014
analysed

S&P 443 47 41 30 28 45 29 27

Europe 328 98 84 70 77 87 89 84

Nikkei 164 21 17 10 13 18 21 13

ASX 134 22 16 21 22 17 18 18

# of Companies with Goodwill Impairment (excluding Amortisation) / # of Companies with Goodwill in the previous year
# of companies

Index 2008 2009 2010 2011 2012 2013 2014
analysed

S&P 443 12.1% 10.6% 7.9% 7.4% 11.7% 7.6% 7.0%

Europe 328 33.9% 28.9% 24.1% 25.9% 29.1% 30.2% 28.0%

Nikkei 164 21.6% 17.3% 10.4% 11.0% 14.3% 17.2% 10.3%

ASX 134 22.0% 15.7% 20.2% 20.6% 16.2% 17.1% 17.3%)

S5 R VERAE OWeb VA MO IBH L= S, ZVEHEE R OEBRZEMESN AT U | ZOMO MR PERE BT DB NS RRIC Lo TR#ESN T ET,
BRI G R TR LT T MDD LV AR S TV ET,

Data source: Bloomberg (for
S&P, Nikkei and ASX) and
S&P Capital 1Q (for Europe)

Copyright © 2016 European Financial Reporting Advisory Group and
Accounting Standards Board of Japan. All rights reserved.
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11. TREND IN AMOUNTS OF GOODWILL IMPAIRMENT (& AMORTISATION, IF

APPLICABLE) AND ACQUISITION & OTHER CHANGES

e S&P recorded smaller amounts of goodwill impairment compared to acquisitions &
other changes, resulting in continuous increases in the goodwill amount.

e In2012-2013, the decline of goodwill in Europe was due to less net acquisitions and

high impairment charges. The recovery in 2014 was due to significant new additions
of goodwill and lower impairments.

Acquisition & Other Changes, Acquisition & Other Changes,
S&P

: : Europe
Impairment Impairment
USD million USD million
200,000 200,000
150,000 150,000
100,000 100,000 —
50,000 — 50,000 +— -
O N T - T - T - T . T - T -_\ 0 i T . T - T T T T -_\
(50,000) (50,000) - I
(100,000) (100,000)
2008 2009 2010 2011 2012 2013 2014 2008 2009 2010 2011 2012 2013 2014
Acquisition & Other Changes W Impairment Acquisition & Other Changes B [mpairment

MG UEBERE OWeb DA M L7 B0, B 1EHEE K OE B EHESS A I L . T OO BRI EEHEIC B 9~ 1AH NS L > TSN TV E T,
A B R TR SIS DEAC IV L B TV ET,

g)gtg Sl(\)lLijlickz:i ':r:zo;nsbir)gaggr Copyright © 2016 European Financial Reporting Advisory Group and
S&P Capital 1Q (for Europe) Accounting Standards Board of Japan. All rights reserved.
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11. TREND IN AMOUNTS OF GOODWILL IMPAIRMENT (& AMORTISATION, IF
APPLICABLE) AND ACQUISITION & OTHER CHANGES (coNT’D)

e Nikkei recorded smaller amounts of goodwill impairment compared to acquisitions &
other changes. It also recorded relatively stable amounts of amortisation, resulting in

modest changes in the goodwill amount.
. ASX recorded a relatively large amount of impairment in 2011 and 2012, resulting in

decreases in the goodwill amount.

Acquisition & Other Changes, Nikkei Acquisition & Other Changes, ASX
Impairment & Amortisation Impairment
USD million USD million
8,000 +— 8,000
4,000 — 4,000 +— |
0 u T u T u T u — — T " O ‘—- — ' - T T T l T -—\
(4.000) u = (4000
(8,000)
(8,000)
(12,000)
(12,000) 2008 2009 2010 2011 2012 2013 2014

2008 2009 2010 2011 2012 2013 2014

Acquisition & Other Changes O Amortisation B Impairment
Acquisition & Other Changes H |[mpairment
M 3 R MERAE O Web YA M Feft L7 a3, B VEMEE K ONEIBR A EMESS AT U0 | 2O D BRIV FEME I Z BT DI ONE SR T Lo TIRESN TV ET,
GRS R T S g B Nl s b g N SVM < & N L= WSV S QTN 35
g)gtg Sl(\)lLijlickz:i ':r:zo;ng;r)gaggr Copyright © 2016 European Financial Reporting Advisory Group and
S Accounting Standards Board of Japan. All rights reserved.
S&P Capital 1Q (for Europe) g P g



BEEE2)-4-2-1

12. IMPAIRMENT AS A PERCENTAGE OF GOODWILL

14.0%

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

Data source: Bloomberg (for

S&P,

For S&P and Europe, the ratio of goodwill impairment to the goodwill amount of the
previous year-end ranged from 1%-5%. The ratio was higher for Nikkei (around 10%-13%)

when including amortisation.

The inverse ratio, calculated on average in the period, results in 9 years for Nikkei and

more than 25 years for other indices

Goodwill Impairment (& Amortisation) /
7——  Goodwill of the previous yearend = ——

~

Inverse of Average Ratio of Goodwill impairment

A
NN

A

[\ .
[P\ '

£\ N
N /N
N L

2008 2009 2010 2011 2012 2013 2014
—>—S&P —H—Europe —©—Nikkei =—+—ASX
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13. TREND IN GOODWILL IMPAIRMENT (& AMORTISATION, IF

APPLICABLE) COMPARED TO THE STOCK MARKET INDEX

Goodwill impairment generally increased when the stock market index showed a downward trend.
The stock market index did not seem to explain the 2012 increase of goodwill impairment (ie the stock
market index showed an upward trend).
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14. NEXT STEPS

®  Further analyses by industry may include;

v making more comparisons by industry, for all the analyses of goodwill and those
of goodwill impairment, and

v particularly for a few industries (eg telecommunications, information technology
and financials), it may be interesting to make comparisons with other industries.
Also, a survey of a couple of M&A cases conducted by companies in these
Industries may show distinct features compared to other industries.

 Further work may include breakdown of intangibles into those with
definite lives and indefinite lives: Some companies hold large amounts of
Indefinite-life intangibles. Survey of 2014 data may unveil the size of the
amounts of indefinite-life intangibles, along with goodwill, that were
recognised.

e Possibly, a case study of some large M&A transactions may indicate
whether there is any relationship between the type of consideration (cash
or shares) and the relative size of goodwill (and indefinite-life
intangibles) against consideration (and liabilities assumed).
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Copyright © 2016 European Financial Reporting Advisory Group and
Accounting Standards Board of Japan. All rights reserved.



BEEE(2)-4-2-1

Thank you for your attention!

ANY QUESTIONS?

o
- EFRAG receives financial support of the European Union-DG Fisma.

The contents of this presentation is the sole responsibility of EFRAG and can under no
circumstances be regarded as reflecting the position of the European Union.

W H AR UEHERE O Web ¥ MIIBH LB BT, FEHEE R OE B2 I 00 . TOMO MR Y PENEIC BT AIEMEE NS> TR#ESh T ET,
TR T R AT T LI T NS DVERIC IV U ST E T,



