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Market Consultation Solactive Lloyd Focused Equity Index

Content of the Market Consultation

Solactive AG has decided to conduct a Market Consultation with regard to changing the Index Methodology
of the following Indices (the ‘Indices)):

Solactive Lloyd Focused Equity Index CNTR SFEPNTRC DECOOSLOKYZ0
Solactive Lloyd Focused Equity Index PR SFEPPRP DECOOSLOKYY3
Solactive Lloyd Focused Equity Index TR SFEPTRT DEOOOSLOKY02

Rationale for the Market Consultation

In this methodology change, Solactive aims at detailing and clarifying the rules the Selection Party is
following to build the index universe, select the constituents and assign a weight to final constituents. We
clarify the conditions leading to an Extraordinary Rebalance. We also move the rebalancing to end of
month.

Proposed Changes to the Index Guideline

The following Methodology changes are proposed in the following points of the Index Guideline (ordered in
accordance with the numbering of the affected sections):

SECTION 2.1 INDEX UNIVERSE REQUIREMENTS

From:

Securities with above average Return on Tangible Equity, Solvency Ratio, and Credit Rating if they
are in Financial sectors, including Bank and Insurance.

The ApPROVAL COMMITTEE has the authority on each SELECTION DAY to include and/or exclude securities that
fulfill the INDEX UNIVERSE REQUIREMENTS (as specified in Section 2.1).

[..]
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To:

Securities with above average Return on Tangible Equity, Solvency Ratio, and Credit Rating if they
arein Financial sectors, including Bank and Insurance.

Securities with country of domicile classified as EMERGING MARKETS that show outstanding
COMBINED RATIO and MARGIN OF SAFETY.

The ApPROVAL COMMITTEE has the authority on each SELECTION DAY to include and/or exclude securities that
fulfill the INDEX UNIVERSE REQUIREMENTS (as specified in Section 2.1).

[.]

We allow the Selection Party to include EM listed securities if they show outstanding performances, in
accordance with the scope of the Index.

SECTION 2.2 SELECTION OF THE INDEX COMPONENTS

From:

[..]
Ultimately, securities that meet the following criteria are eligible for inclusion:
e A CoMBINED RATIO equal to or larger than 3.
e AMARGINOF SAFETY equal to or larger than 20%.

e Double-digit growth in Free Cash Flow over a period of seven to ten years or high
single-digit growth over more than ten years.

To:

Ultimately, securities that meet the following criteria are eligible for inclusion:
e A CoMBINED RATIO equal to or larger than 3.

e AMARGINOF SAFETY equal to or larger than 20%.
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e [ouble-digit growth in Free Cash Flow over a period of seven to ten years or high
single-digit growth over more than ten years.

The Selection Party will select the Index Components among the list of eligible securities that meet the
criteria set forth in Section 2.2, incorporating sectoral and geographic diversification imperatives, as well
as additional qualitative elements gathered during interviews with the management, industry experts,
and the issuer's customers and suppliers.

[..]

We're detailing the process of the selection party to select the final index constituents.

SECTION 2.3 WEIGHTING OF THE INDEX COMPONENTS

From:
Mewly introduced Inpex CoMmPoneENTS are assigned a weight by the ApprovaL CommMiTTEE according to the
following rules:

Securities with a ComeiveDn RaTio larger than 4 and a MarGIN oF SaFeTy laraer than 30%, are eligible
to the HiGH WEIGHT SECURITIES SLIVER and receive a weight between 3% and 7% by the AprrovaL
COMMITTEE.

Securities with a ComeineD Ramio equal to 3 and a MarGin OF SAFETY equal to 20%, are considered the
Low WEIGHT SECURITIES SLIVER and receive a weight between 1% and 4% by the ApprovaL COMMITTEE.

Additionally, the following requirements must be met:
¢ |ndividual security weights are capped at 10%

¢ The sum of securities weights which exceed 5% is capped at 40%

Securities with a COMBINED RATIO larger than 4 and a MARGIN OF SAFETY larger than 30%, are eligible
to the HIGH WEIGHT SECURITIES SLIVER and receive a weight between 3% and 10% by the APPROVAL
COMMITTEE.

Securities with a COMBINED RATIO equal to 3 and a MARGIN OF SAFETY equal to 20%, are considered
eligible to the Low WEIGHT SECURITIES SLIVER and receive a weight between 1% and 4% by the
APPROVAL COMMITTEE.
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We remove the weight capping to reflect the methodology of the selection party in the weighting scheme
of the Index.

SECTION 2.3 WEIGHTING OF THE INDEX COMPONENTS

From:

[..]

® The CoMBINED RaTio falls below 2.5. In such case, it will be excluded from the list of eligible
securities.

At the same time, the below requirements should be maintained:
* Individual security Weights are capped at 10%
+ The sum of securities weights which exceed 5% is capped at 40%

Should a zecurity's weight move outside its assigned range due to market price fluctuations, no
rebalancing will be carried out unless other rebalancing conditions are met.

Furthermaore, changes in weights for added INDEX components, deleted INDEX components, and changes
within the INDEX COMPONENTS will be balanced with the cash pocket. If more securities become eligible for
index inclusion or join the Higk WEIGHT SECURITIES SLIVER group, the cash Level will decrease, and vice versa.

The INDEX ADMINISTRATOR has outsourced the weighting of the INDEX COMPONENTS to the SELECTION PARTY. Such
outsourcing has been made in accordance with the requirements of the BMR (Article 10 BMR. Any
discretionary decision of the SELECTION PARTY will be made by ApprOVAL COMMITTEE in accordance with the
specifications regarding the exercise of discretion or expert judgement established by the INDEX
ADMINISTRATOR,

e The CoMBINED RATIO falls below 2.5. In such case, it will be excluded from the list of eligible
securities.

The SELECTION PARTY will select the INDEX COMPONENTS of the HIGH WEIGHT SECURITIES SLIVER and LOW WEIGHT
SECURITIES SLIVER among the list of eligible securities meeting the criteria set forth in Section 2.3,
incorporating sectoral and geographic diversification imperatives, as well as additional qualitative
elements gathered during interviews with the management, industry experts, and the issuer's customers
and suppliers.

The SELECTION PARTY assigns the weight within the defined range factoring such elements.
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In addition, securities that have already been selected as INDEx COMPONENTS (in accordance with Section 2.2)
and assigned to either the HIGH WEIGHT SECURITIES SLIVER or Low WEIGHT SECURITIES SLIVER group may have
their weight adjusted (increased or decreased) within the respective predefined ranges of 3% to 10% for
HIGH WEIGHT SECURITIES SLIVER and 1% to 4% for LOW WEIGHT SECURITIES SLIVER.

Should a security's weight move outside its assigned range due to market price fluctuations, no
rebalancing will be carried out unless other rebalancing conditions are met.

Furthermore, changes in weights for added INDEX components, deleted INDEX components, and changes
within the INDEX COMPONENTS will be balanced with the cash pocket. If more securities become eligible for
index inclusion or join the HIGH WEIGHT SECURITIES SLIVER group, the cash level will decrease, and vice versa.

The INDEX ADMINISTRATOR has outsourced the weighting of the INDEX COMPONENTS to the SELECTION PARTY. Such
outsourcing has been made in accordance with the requirements of the BMR (Article 10 BMR. Any
discretionary decision of the SELECTION PARTY will be made by APPROVAL COMMITTEE in accordance with the
specifications regarding the exercise of discretion or expert judgement established by the INDEX
ADMINISTRATOR.

[..]

We clarify the process of the Selection Party in the weighting of the final index constituents.

SECTION 3.2 EXTRAORDINARY REBALANCE

From:

In addition to the ordinary rebalance, the InDEX is also rebalanced extraordinarily. These adjustments take
place outside the rebalancing schedule and follow different rules than the ordinary rebalances. The
extraordinary rebalance is triggered by big movement in the Market driven by anomaly event like Covid
period, and significant price jump or drop for the INDEX Compositions due to special events and news.

fo:

In addition to the ordinary rebalance, the INDEX is also rebalanced on an extraordinary basis. These
adjustments take place outside the ordinary rebalancing schedule and are triggered by any event that

6
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causes a significant deviation in the criteria defined for the COMBINED EARNINGS POWER RISk SCORE and
COMBINED RATIO (as outlined in Section 2.2), resulting in a material change to the INDEX COMPONENTS.

The INDEXADMINISTRATOR has outsourced the determination of the EXTRAORDINARY REBALANCE to the SELECTION
PARTY. Such outsourcing has been made in accordance with the requirements of the BMR (Article 10 BMR).
Any discretionary decision of the SELECTION PARTY will be made by APPROVAL COMMITTEE in accordance with
the specifications regarding the exercise of discretion or expert judgement established by the INDEX
ADMINISTRATOR.

SECTION 6. DEFINITIONS

From:
(]

“REBALANCE DAY" is the first Wednesday in January, February, March, April, May, June, July, August,
September, October, November, and December. If that day is not a Business DAY, the REBALANCE DAY will be
the immediately following Busivess Day.

[.]

fo:

[.]

“REBALANCE DAY" is 2 weekdays (Monday to Friday) before the last weekday (Monday to Friday) of each
month. If the REBALANCE DAY is not a BUSINESS DAY, the REBALANCE DAY will be the immediately preceding
BUSINESS DAY.

[..]

We're moving the Rebalance Day earlier to make it match end of month.

Feedback on the proposed changes
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If you would like to share your thoughts with Solactive, please use this consultation form and provide us

with your personal details and those of your organization.

Name

Function

Organization

Email

Phone

Confidentiality (Y/N)

Solactive is inviting all stakeholders and interested third parties to evaluate the proposed changes to the
Methodology for the Solactive Lloyd Focused Equity Index and welcomes any feedback on how this may

affect and/or improve their use of Solactive indices.

Consultation Procedure

Stakeholders and third parties who are interested in participating in this Market Consultation, are invited

to respond until 2025-07-24.
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Subject to feedback received on this Market Consultation, the changes mentioned above are intended to

hecome effective on 2025-08-08.

Please send your feedback via email to marketconsultation@solactive.com, specifying “Market

Consultation Solactive Lloyd Focused Equity Index” as the subject of the email, or

via postal mail to: Solactive AG
Platz der Einheit 1
60327 Frankfurt am Main

Germany

Should you have any additional questions regarding the consultative question in particular, please do not
hesitate to contact us via above email address.


mailto:marketconsultation@solactive.com

CONTACT

Solactive AG

German Index Engineering
Platz der Einheit 1

60327 Frankfurt am Main
Germany

Tel.. +49(0)69 719160 00
Fax: +49(0)69 719160 25
Email: info@solactive.com
Website: www.solactive.com

© Solactive AG



mailto:info@solactive.com
http://www.solactive.com/

