Softing CEO Dr. Trier: „Growth and significant margin
improvement remain our key objectives”
Softing AG‘s nine-month figures were still characterized by investments in headcount increases and product innovations. „But this is exactly what will fuel our growth over the next few
years. Softing is on course for a successful financial year in 2017,“ Softing CEO Dr. Wolfgang
Trier said confidently in an interview with financial.de. Even the economic weakness in the
US market appears to be only temporary: „Softing‘s strong positioning in the USA offers us a
real competitive advantage. We are optimistic about our US business in 2017 and beyond.“
Warburg Research sees a fair value of EUR 17.50 for the Softing share.

Softing AG Interview
financial.de: Dr. Trier, Softing recently published its Q3 report. What, in your view, were the
highlights in the first nine months of 2016?
Dr. Wolfgang Trier: Several points immediately spring to mind in no particular order, such as
Softing Automotive‘s participation in the Commercial Vehicle Conference (ComVeC) in Chicago, where we were able to present our expertise and products to high-level representatives from car manufacturers in several presentations and specialized lectures.

Our discussions with new and existing customers suggest there will be some interesting
orders in the Automotive segment. Further highlights included the surprisingly strong business performance of our Softing Italia subsidiary and very specific negotiations with a major
customer in the USA about including a Softing product family in their product portfolio. The
new business expected from this has the potential to shape our US performance for years
to come.
financial.de: Revenue was up slightly in the first nine months of 2016, although EBIT was
down year-on-year as expected. In light of this, did the recent weakness of the international
business come as a surprise to you?
Dr. Wolfgang Trier: No, we had already stated several times that it would be impossible to
immediately compensate for the absence of the earnings boost provided by US subsidiary OLDI in the previous year. However, it is good to see that most of our other companies
are exceeding expectations and that a turn back to its old profitability is on the horizon for
OLDI. It is also worth noting that EBIT was still impacted by increases in headcount and investments in the continued expansion of our product portfolio during the first nine months
of the year. But this is exactly what will fuel our growth over the next few years.
financial.de: You mention a “further improvement in the US business in the third quarter“.
How do you expect the business to continue developing in the US?
Dr. Wolfgang Trier: We expect business in the automation industry in the US to pick up
again. Firstly, the politically induced uncertainty caused by the recent presidential election
should settle down quickly. Secondly, buyer’s caution over the last 12 to 15 months has
created an investment backlog that will provide a positive boost in the near future simply as
a result of the maintenance investments required. That is why we are optimistic about our
US business in 2017 and beyond.
financial.de: What specific effects do you expect Donald Trump‘s presidency to have on Softing AG‘s US business?
Dr. Wolfgang Trier: Softing‘s strong positioning in the USA will certainly give us a strategic
advantage over non-US competitors in the upcoming years, particularly in light of the election result. We can manage, develop and deliver products and services entirely through our
US subsidiary. This enables us to present any part of Softing products to the US market as
„Made in the USA“. The kind of strain experienced in 2016 will quickly give way to what we
originally planned: a real competitive advantage.
financial.de: Speaking of the economy, how cyclical is Softing, both generally and specifically in relation to the US market?
Dr. Wolfgang Trier: Of course, Softing is not immune to economic developments. However,
we have distributed our global risks significantly more evenly since strengthening our US
business, particularly with the acquisition of OLDI. Conversely, this purchase has also increa-

sed our reliance on the US market. While this dependence seems disproportionately high in
2016 given OLDI‘s particularly strong returns in 2015, one look at the bigger picture shows
that Softing is now significantly more diversified and much better balanced compared to
what it was just a few years ago.
financial.de: In the current fourth quarter, you are focusing on areas such as Asia by giving
seminars and training sessions to existing and future major customers. How important is the
Asian market for Softing and what is your sales strategy for this region?
Dr. Wolfgang Trier: We are seeing encouraging signs of sustainable growth for our activities
in Asia. In the Automotive segment, for example, several Asian manufacturers are on the
verge of becoming major customers generating more than five percent of the segment‘s
sales annually through steady business. This opens a window of opportunity for the technologies we support that we must exploit. In addition to technical seminars and training
sessions, we also consider increasing our presence in the Asian markets under the Softing
umbrella brand.
financial.de: You have already mentioned investments. These investments have enabled you
to reinforce your Softing IT Networks GmbH subsidiary with new executive appointments
and consistently expand your product portfolio with new devices, while coming at the shortterm expense of margins. What specific momentum do you expect this to generate in the
medium term?
Dr. Wolfgang Trier: Our aim is to gradually increase the approximately 10 million euros of
sales generated by the segment behind IT Networks GmbH to EUR 15 million and ultimately to EUR 20 million. This plan to double revenue will have a disproportionately high effect
on earnings. We currently see ourselves as the number two player in the market. To reach
our revenue target, we only need to take approximately ten percent market share from our
dominant main competitor. Technically speaking, our flagship product can already do more
than that offered by the competition. With a broader range of products and significantly
greater visibility when it comes to sales and marketing, we will be able to achieve our objectives, either organically or through selective acquisitions.
financial.de: The automotive diagnostics app „Car Asyst“ developed by Softing in partnership with car maker Audi, got off to a successful start. Where is the app being used and
what are its advantages compared to the competition?
Dr. Wolfgang Trier: The app was designed to be used in Audi workshops. It complements
the VW Group‘s diagnostic tools and not only saves workshops time but also offers opportunities for better customer loyalty by displaying their expertise when accepting vehicles. In
the past, starting diagnostics and reading the full error log and version status took approximately five minutes. Our „Car Asyst“ diagnostics app uses the technology Audi has incorporated into its new vehicle ranges throughout to deliver a complete set of data in around five
seconds. This brings huge productivity gains for Audi workshops.

„Our ‚Car Asyst‘ diagnostics app brings huge productivity gains for Audi workshops. We
want to apply the same underlying technology to other manufacturers,“ explains Softing
CEO Dr. Wolfgang Trier.
financial.de: What do you expect from „Car Asyst“ in the medium term? Are you exclusively
tied to Audi and the Volkswagen Group?
Dr. Wolfgang Trier: „Car Asyst“ is our product for Audi. We believe a figure of at least 5,000
licenses is ultimately realistic at Audi alone. 1,000+ licenses is what we expect within the
next 15 months. We want to apply the same underlying technology to other manufacturers.
Our next users are most likely those in the commercial vehicle market. As this is predominantly a software business, it will have a positive effect on our profitability and stability as
its subscription model will bring recurring revenues.
financial.de: You have confirmed your outlook for the full year 2016. To what extent do these forecasts depend on finishing the year strongly?
Dr. Wolfgang Trier: We expect good year-end business and so far there have been indications that this will be the case. As a result, we feel comfortable with our guidance of annual revenue of between 80 and 85 million euros and EBIT within a range of 7 and 8 million
euros, although the timely delivery of major orders in December poses a residual risk to
these estimates. While the fact that we do not carry out our own production means we are
dependent upon electronics manufacturers in this respect, advance payments mean that
this would primarily impact sales. Nevertheless, we are currently confident of being able to
process these deliveries on schedule.
financial.de: Thanks to its strong market position, Softing is considered a beneficiary of the
fourth industrial revolution, „Industry 4.0“. Are these great expectations justified?

Dr. Wolfgang Trier: While we are beneficiaries, we are also affected by change. We are able
to benefit because the number of applications for our products and technological communication requirements are growing massively and we are involved in all issues surrounding
Industry 4.0. However, this also leads to declining prices for each communication node.
That‘s why we are concentrating on a dual strategy of high-quality solutions and higher
quantities in volume business. The latest developments support our decision to move in
this strategic direction.

„When it comes to Industry 4.0, we are concentrating on a dual strategy of high-quality
solutions and higher quantities in volume business. The latest developments support our
decision to move in this strategic direction.“ Dr. Trier told financial.de.
financial.de: You have also announced your intention to strengthen Softing‘s market position by acquiring suitable targets, but the most recent candidates you reviewed were unable
to fulfill your criteria. Why was this exactly?
Dr. Wolfgang Trier: One candidate we had already placed on our shortlist was not prepared
to share the amount of risk over the next few years by implementing a variable purchase
price. When structuring this risk, we are cautious because for us this is a factor determining
the reliability of our planning. That‘s why we terminated the discussion for the time being
and turned to other candidates.

financial.de: In what areas would you like to reinforce the business and what volume of
acquisitions are you aiming for?
Dr. Wolfgang Trier: We see specific opportunities in both the Industrial segment and at IT
Networks GmbH. While the volume depends on the scope and profitability of the business
in question, the potential range includes sales volumes from 10 million to around 30 million euros. Nevertheless, I do not expect any more transactions this year. We are in no hurry
to implement our acquisition targets and will only proceed when all our purchasing criteria
have been met.
financial.de: Although you are optimistic about Softing AG‘s other future prospects, investors still seem significantly more skeptical if we take the share price as an indicator. Softing
shares are currently trading well below analysts‘ targets of EUR 17.50. Do you understand
this currently cautious stance among investors?
Dr. Wolfgang Trier: There is no doubt that I am optimistic, even though I would have preferred to do without the weakness in the US business this year. Growth and significant margin
improvement remain our key objectives. We will also improve margins with a higher proportion of software, as we have already succeeded in doing in the Automotive segment in
the first nine months of the year. We‘re expecting significant growth in the USA as the economy stabilizes, which in turn will lead to higher returns. The Industrial segment has made
significant progress in both sales and profitability, as our subsidiary in Italy showed by bucking local trends and recording a double-digit EBIT margin and strong sales growth. We will
place even greater focus on products, and thus profitability, in the Industrial segment next
year. Softing is on course for a successful financial year in 2017. I am confident that investors will acknowledge this outlook in the medium term and abandon their restraint.
financial.de: Dr. Trier, thank you very much for the interview.
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