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Dear Readers,

It goes without saying that an agency , 
specialized on financial communications, is
delighted when a leading German business
and finance newspaper headlines an article
“Tognum embarrasses everyone” and com -
ments: “The name T ognum is just over a
year old. And an advertising budget ensuring
that the public is not associating T ognum
with ice cream, for example, but rather with
diesel engines, does not even exist. Just
like an annual report for 2006. Financial
market transparency looks different…”        
An economic journalist confirms our opinion on purposeful and sustainable
IPO communications. The person responsible for Investor Relations at
RWE put the issue in a nutshell with his definition: “ We are Stock-Marketing-
Managers. W e consider the R WE share to be a product and not only a
piece of paper .” And one could complete it by saying that communication
is also a marketing tool. Tognum’s previous shareholders and the company’s
executive board obviously differ from this opinion. 

The question on how a slightly distinctive and often lamented “stock          
culture”  can be improved arises against this backdrop. As long as companies
continue to sidle “secretly” on the market and place shares with a small
amount of institutional investors, the demand of retail investors cannot be
raised. Subsequently , the companies become more vulnerable. In cases
like this, hedge funds have an easy time buying-up blocks of stocks. An
adequate contingent of free float amongst retail investors offers a certain
amount of protection against rapid hostile takeovers and should always     
be integrated in long-term stockholding marketing strategy .  

Benedikt von W estphalen  

westphalen@golinharris.de
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GolinHarris Frankfurt is a communications agency

with three main focal areas: corporate and finan-

cial communications and brand communications. 

We support our clients in these areas with PR as

well as advertising from a single source: from

strategic consulting and press work to targeted

opinion polls; from annual reports to promotional

videos for companies; from financial and 

corporate advertising to media training. The

Frankfurt office, founded in 1969, is part of the

international GolinHarris Group network, which 

has 520 employees and 33 offices worldwide.
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ARE ANALYSTS RESORTING TO HERD
INSTINCT?

Are sell-side analysts aligning their recommen-
dations too strongly with the prevailing opinion?
Are there signs of a herding-syndrome amongst
analysts? A study by Professor Narasimhan        
Jegadeesh from Emory University in Atlanta,
U.S.A. and Woojin Kim from the School of Public
Policy and Management in South Korea shed light
on these particular questions.

For this purpose they analyzed how the stock
prices in the years 1993 and 2005 had reacted to
analysts’ recommendations. The conclusion of
their empirical study, using a self-developed test,
is based in essence on the herding-hypothesis.
Thus, stock prices actually react strongly to         
analysts’ recommendations that vary from the
current prevalent opinion. On the other hand,
recommendations corresponding to the general
consensus register a weaker response on the
share price. The market rather attributes these
recommendations to a form of herd instinct.       
Incidentally , the herding phenomenon often
emerges amongst analysts in large banks.           
And amongst analysts observing shares with a
rather small amount of free float. The following
conclusions can be drawn from these results:
Herding would inflict no damage if all analyst
recommendations always veered towards the
same direction based on the steady line of          
communication. However , there is a risk if the
analysts correspond to another colleague’ s         
recommendation. The recommendations could
interact, build up, and therewith further               
disconnect from reality and the real data, they
have at their hands.
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2006 Annual Report season ends.

In the first 6 months of 2007 GolinHarris
Frankfurt completed 12 annual reports for    
fiscal year 2006. GolinHarris is proud to     
assist numerous clients in the agency’ s
most important field of activity , namely In -
vestor Relations.

The common knowledge of uniform recom -
mendations and analysts resorting to some kind
of herd instinct contributes to market stability .
There is a simple pattern behind this knowledge:
If an analyst’ s recommendation measures up to
the majority opinion, it will have a negligible
impact on the market. It is classified as herding.
Should the analyst, however , advo cate an oppo-
sing opinion to the general consensus, then it
could be perceived as a signal for a fundamental
change of direction (or turn-around). Because
whoever issues a dissenting recom mendation in
the face of a common opinion must have good
reasons to do so and dispose of an advance of
knowledge as opposed to the majority . 

Source: Narasimhan Jegadeesh and W oojin
Kim, Imitation or Information-Driven Herding?
An Analysis of Analysts’ Recommendations and
Market Reactions, September 2006

New client at GolinHarris: RheinRuhr Energie AG

GolinHarris won the annual report pitch for
RheinRuhr Energie AG. W e are very pleased
to go to work for our new client.
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WHETHER PRINT, TELEVISION OR
INTERNET: THE CONTENT AND THE
PROFESSIONAL ASSESSMENT COUNT

The shift in the German media landscape and the
consequences

The German media landscape is in an upheaval
– across-the-board, whether its traditional print
media like newspapers and magazines, radio, tele-
vision or Internet, because today’s consumer is
using the media in a different and more diverse
manner. That is due to the continuous fast deve-
lopment of technology, whereas digitalization has
already influenced the consumer’s life and rhythm,
and brought along, besides the Internet, a multi-
plication of media offerings. Economic globaliza-
tion also plays a big role. Media groups are incre-
asingly becoming takeover targets for private
equity investors which form pan-European or
global media conglomerates. Media groups look
for ways to optimize costs and processes, cross-
media application of contents and thereby often
neglect the quality and diversity of the coverage.

Content continues to matter

One thing remains constant throughout all
these changes: it is still the content that matters,
that determines the newsworthiness, and edits
the information whatsoever for the varying kind
of media channels and users. Media consump -
tion continues to increase and shift to additional,
particularly interactive ways of communication
despite the sensory overload and saturation. It
seems that newspapers have sustained a loss in
their role as a primary source for information
and are now looking for new business models.
They want to recapture and sustain readers with
tabloid formats and free newspapers, adding on
new service offerings to their print products. A
newspaper’ s viability is often only possible in a
specific niche. But it’s the audiences’ atomization
that offers potential for an even “ more specific”
special interest media, especially in relation to
the older readership.

Jürgen Parr
parr@golinharris.de

Changes in ways of communication

It goes without saying that the Internet has an
enormous influence on how we use media. New-
spapers, for example, are not exactly popular
amongst a young target audience; in contrast,
teenage magazines, online offerings and radio
are high in demand. The millennium generation
has a high brand orientation and an absolute     
affinity for trends. Does that mean iPod, iPhone,
mobile phone TV , podcasts, weblogs versus       
television and traditional newspapers? Especially
weblogs, as a mixture between diary , forum,
news ticker and link collection, have democratized
journalism across-the-board, but where they      
also able to improve it?

Experts evaluate information – the individual         
condenses it to his own personal opinion

The way information processes are executed
in the media is still an important factor: news is
produced in our own idealized media democracy,
by reporting on an event and distributing it via
news agencies. Hence, providing topics for
print, radio and television editors as a result.
Press departments and PR agencies are beco -
ming increasingly important in times of lean
editorial departments. The vital point is to what
extent the changed media landscape, with the
increase in content contributors, has created an
improved state of information for the individual
person. The writers’ sense of responsibility and
the responsible dealing with various sources of
information is what matters.

GolinHarris’ success at this year’s JP Morgan
Chase Run

The GolinHarris T eam came in 834th out of
2,030 teams with 67,000 runners at the      
world’ s biggest city marathon in Frankfurt
(our colleagues from W eber Shandwick
were not able to keep up with our pace.    
Nevertheless: Congratulations!)
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ENDURANCE, DISCIPLINE AND              
PASSION

On July 1, 2007, the Ironman Germany           
counted more than 500,000 viewers, 67,000
spectators were at the JP Morgan Chase Run       
in Frankfurt on June 13, 2007, and an increasing
amount of viewers and starters are expected      
to participate again in this year’ s big marathon
events in Germany . It’s a form of sport with a
wide appeal that is attracting more and more
people.

Major banks and financial institutes have
also realized this. Runners act in a combative
way, tactically , and with great endurance. These
are the kind of attributes financial companies
like to adorn themselves with. The Frankfurter    
Sparkasse 1822 was the lead sponsor and name
giver for the recent Ironman event in Frankfurt.
The JP Morgan Chase Run has become an image
factor , with a global effect, for the sponsoring
institute. 

Dresdner Kleinwort is another current example
– they hired Hawaii-winner Norman Stadler to
put together a strong triathlon team and need -
less to say , to win as often as possible. Banks
that were more reserved in the past are increa -
singly bringing the human factor into play .         
Today, banking executives are focusing on the
broad impact instead of pooling sponsoring       
activities in exclusive cultural events.                  

Yesterday’ s isolated, faceless companies in
their huge grey office towers are now accessible
with a human face. A long-term investment for
distinguishing images and enhancing own
brands, which becomes even more credible
when every now and again, the top executives
put on their running shoes, too.

GolinHarris supports
Dow Chemical in the      
organization and              
communication of all
events concerning the
Blue Planet Run. This
global relay race is          
meant to raise aware-
ness and to address the 
global clean drinking       
water crisis. Dow            
Chemical is the leading
sponsor of this event.
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DOING WELL BY DOING GOOD

The social corporate responsibility , as part of
a strategic corporate management, is taking on
greater significance. Therefore, companies must
put more effort into explaining that the individual
corporate social responsibility projects are not
just meant to be isolated tasks, but rather stand
for an actual commitment in the company’ s        
day-to-day activities. Thus, the social activities
often complement the commercial interests:       
In 1974, the Landwirtschaftliche Rentenbank
(Agricultural Annuity Bank) set up the Edmund-
Rehwinkel-Foundation with the purpose to          
encourage and assist scientific studies that
prove to be advantageous for the agricultural     
industry .

Companies as troubleshooters for social concerns

The commitment to social responsibility cre -
ates a new appreciation amongst shareholders.
The companies for their own part recognize the
chances that arise from the social and ecological
challenges. Companies are thereby performing
tasks that other organizations are not able to
cope with: Each year, SCHOTT AG offers 6 annual
scholarships for young musicians between 8
and 14 to attend orchestra lessons at the Peter -
Cornelius-Conservatory in Mainz. There are
separate selection procedures for talented and
socially disadvantaged children. This way
SCHOTT AG is making a valuable contribution,
since music lessons in schools are becoming
less frequent.

Inspiring confidence through foundations

The initiated change in awareness in compa -
nies inspires confidence amongst clients and
employees. Furthermore, environmentally and  
socially sound behaviour minimizes the business
risk. Many companies finance their social com -
mitments with permanent foundations. In 2006,
the amount of legally responsible foundations
increased from 880 to 13,490. The non-profit
foundation Würth, founded by Adolf Würth
GmbH & Co. KG in Künzelsau, has several          
multifaceted endeavors. Two regional museums,
the Reinhold-Würth-College, the Competence
Center For Economic Studies in Baden-W uert -
temberg, and the Würth prize for European        
literature are amongst the foundation’ s most
prominent projects. It shows that CSR strate -
gies contain many facets and that companies
must opt for tailor -made strategies in order to
distinguish the company’ s individual values.

ISO-Norm 26000 as a global social standard

The introduction of a global CSR standard
(ISO-Norm 26000) will provide a guideline for
social standards. Here the Chinese are the
driving force, not only for fear of being subject
to the high European and US standards, but also
because an ISO label would help to promote their
product marketing in Europe and in the US.       
Nearly all of the DAX 30 companies in Germany
have integrated CSR into their strategic actions.
But our examples also show that mid-sized
companies are increasingly following suit.

GolinHarris expands presence in the           
Near East

Mustafa Sami has been appointed Country
Manager for the newly opened office in
Saudi Arabia. The agency network now     
encompasses 33 locations, of which 12 are
within the EMEA zone, 13 in North America
and 8 in Asia.
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AL’S QUATERLY

Al Golin
Founder and Chairman of
Chicago based GolinHarris.

LONG-TERM PARTNERSHIP WITH
ENTHUSIASM AND EXCITEMENT AS
IN THE BEGINNING

We recently were honored by McDonald’ s
Corporation for our 50 year relationship.   
McDonald’ s said, “How remarkable it is to have
such a long-term partnership with a public rela -
tions company ,” and I was asked why I thought
it has been so successful. An executive with
McDonald’ s once said: “Y ou always treated us
like we just became a client of yours.” In the       
beginning of a new business relationship, it’ s
easy to be enthusiastic and exciting during this
“honeymoon” period. The challenge is to keep
this attitude and momentum going over such a
long period – and I believe this is the principal
reason this has worked so well.

Change things before they have to

A lot of people at GolinHarris have heard me
use the expression, “fix it before it breaks.” It’ s
really a takeoff on the cliché that I really hate,     
“if it ain’ t broke, don’ t fix it.” Everybody should
have the courage to change things before they
have to.  It’s not easy to do that, but we have all
heard the phrases: “don’ t rock the boat” and
“don’ t make waves.” It’s a dangerous philosophy
because, as I say, when you have a gut feeling
about something needing changing, you really
have to go ahead and do it before you have to.
John F. Kennedy once said, “The time to fix a
roof is when the sun is shining,” and I think this
really illustrates that point as well.

In the early stages of our relationship with
McDonald’ s, we coined a term called the “T rust
Bank,”  which meant that the community relations
programs built “deposits of trust” for the com -
pany in the event they needed them. These pro -
grams were launched when no one heard of
McDonald’ s. They had no advertising budget.
I’m happy to note that, even today , with over
30,000 restaurants in 120 countries and, as one
of the world’ s largest advertisers, they still think
our “T rust Bank” activities is one of their keys     
to success. It’ s part of their culture.

Trust and Results 

We’ve been fortunate to have begun our      
relationship with McDonald’ s in their formative
years – so that our PR programs became a part
of their marketing efforts right from the beginning.
There is a positive connection between trust
and results. It’ s not necessarily a short-term
connection but one that reveals itself over time.
Organizations that work hard at building strong
relationships with employees, “customers,”       
donors, peer organizations, the media, policy
makers and their communities – are the ones
that last; they’re the ones that are best prepared
to fully deliver on their mission and achieve       
results. Relationships that are tattered and torn
– if not broken – split apart during the time of
crisis. Organizations that make an effort to
strengthen their relationships and reputation
early on are in a much better position to handle
just about any type of crisis. A good trust bank
program generates positive news. But this isn’ t
just about getting a company’ s name in lights.
By sharing the news of what a company is doing,
this attracts attention to good causes and worth-
while activities and inspires others along the
same lines. A great way for companies to deve-
lop “trust bank” programs is through employee
involvement. For these organizations that offer
significant ways to involve large employee
groups, you will have particular success with
this tenet. Organizations tempted to take short -
cuts should remember a quote from Confucius,
saying that good government needs weapons,
food, and trust.  If one cannot hold onto all
three, he should give up weapons first and         
food next. T rust should be guarded to the end,   
because “without trust, we cannot stand.”

I firmly believe that enjoying what you do
makes a big difference in doing a great job for   
a client. In addition, the close, personal relation-
ships with our clients enables this partnership
to stay relevant and continuously stimulating.     
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GolinHarris Questionnaire:
Ilona Tzudnowski

What are you currently working on?

I’m working on an exciting project for an             
international client.

What motivates you?

To master challenges in a successful and             
creative manner .

You have 1,000 EUR at free disposal – in what kind of
media-related achievement would you invest in?

A project promoting children’ s appetite for
books would certainly be a good investment.

Who would you like to discuss money with and why?

It would be fascinating to talk to someone who
not only earns money , but also hands it out in
a sensible and generous way . I would like to be
a fly on the wall while W arren Buffet is talking
about his investments or what he and the Gates 
Foundation are planning.

Who in the communications business would you like to
swap places with for one month?

With C.J. Cregg from the TV series “ West Wing” .
Or maybe with the pope’ s press spokesperson?

What are the most important characteristics in today’s
media society?

Mental flexibility , eloquence, and the ability to
properly assess and introduce new media           
platforms and developments.

What communicating ability do you admire the most?

The ability to make unpopular decisions              
palatable to the respective target audience is      
an admirable skill.

Which of your own communicating abilities are you        
particularly proud of?

Scrapping a company’ s communications plan
for the whole of Europe and successfully            
developing and implementing a crisis                 
communication plan together with my team.

What communications dream would you like to fulfill?

To create and successfully implement an            
international campaign.

How do you relax at best?

Whilst being “in motion”, reading and in            
pleasant company .

What is your favorite song and why?

That changes. My current favorites are      
“W orld go ‘round” by Rogue T raders,                  
“Mon Pays” by Faudel and “Sophia” by             
Nerina Pallot. 

Name three “communicatively” inspiring books ...

„The Skull Mantra“ from Eliot Pattison.               
A political thriller set in T ibet. It’ s not only a        
mystery novel, but also a moving description of
a different culture. As a mental snack „The Man
Who Ate Everything“ from Jeffrey Steingarten,
and „Pilgrim“ by T imothy Findley .

As a child you wanted to be like …

Enid Blyton or Astrid Lindgren. I wanted to         
produce exactly the same kind of addictive
“drugs”!

Give us your maxim/your motto?

Never cry over spilled milk. Move on.
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THE ART OF EARNING MONEY               
WITH ART

The art market is independent from the stock market

At the moment, it hardly seems to be an art
to earn a lot of money with art. Nearly every
week, well-established auctioneers like Sotheby
or Christie’ s seem to be outbidding each other
with new auction sales records. The Handelsblatt
is even talking about a “ Tsunami of New Money”
spilling out all over the art market. Right now ,
prices for contemporary art are exceeding prices
for impressionist and classic modern art. Bacon
is more expensive than Monet. Y et the whole
scene was more or less a playground for the su -
per-rich, fuelled by potent buyers from Asia and
especially Russia up till now .

Great art also for small retail investors

These kinds of art rallies leave retail investors
with a normal purse out in the cold. But more
and more art investment funds are being discus -
sed. Three years ago, they even required a mini -
mum input of around $250,000. The Hamburg-
based Art Estate AG is now offering the possibility
to invest in a closed fund for pure contemporary
art, with a 15-year maturity , for just 2,500 EUR
plus premium.

The fund includes pieces from ten internatio -
nally established artists from Germany and the
US, such as Georg Baselitz, Robert Rauschenberg,
Gerhard Richter or even Andy W arhol. At first
glance it might seem like a lot of art for a small
budget. However , the initiators forecast a 10%
annual rate of return. 

It remains to be seen in the next ten years,    
if the artful portfolio inclusion proves to be
worthwhile. The current situation as well as
expert statements are definitely optimistic. In
the long-term, experts see the art market at the
beginning of an upward curve, since the supply
of high-class art is continuously diminishing.       
After all, when investing in the Art Estate Fund
one is not buying a pig in a poke, but the invested
money will not be accessible either , at least for
a couple of years. Here the prospect of pocke -
ting a possible gain of 150% can prove comfor -
ting for the time being.

Invest in art in a savvy way instead of following
your own personal taste 

And another piece of information may be com -
forting. According to scientific studies, stock      
index performances have hardly an impact on
the art price development. The prices for works
of art even stepped up a notch during the stock
market crashes in 1987, 1990 and 1998. So it
could be quite sensible to invest in individual
artists or in art funds. However , when it comes
to money investments one should always           
decide rationally instead of allowing personal
preferences to call the shots. One of the success
factors when investing in art is to be able to
control the art, i.e. to perceive ones favorite
work of art or a long-desired sculpture first and
foremost as a profitable piece of business.  
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