Securities Member of the KBC group

1H17 review - TP cut to € 18.5, Hold
maintained

Challenging times for traditional media: On Monday, Roularta reported half-
year results that fell 1% short on combined revenues, and 39% on combined
EBITDA. While a large part of this sharp decline in profitability can be attributed to
substantial negative operating leverage in print, the group is investing extensively
{mostly opex) in innovation and future growth. This includes projects such as Maobile
Vikings, Storesquare, Proxistore, Stievie, etc. Moreover, big ad spenders such as

FMCG are cutting their budgets for traditional media and content costs are rising.

TP down to € 18.5, Hold rating maintained: The company’'s guidance for a
comparable advertising picture to 1H17 in 3Q17 suggests that TV advertising will
continue to decouple from a strong macro environment. Looking ahead to 2019,
which will be marked by much lower operating lease payments (£ -9m yoy]), lower
financial expenses (€ -4.5m yoy), and new MVNO wholesale conditions, our EBITDA
{consclidated) forecasts now sit at € 29m (down 34%) and net income at € 19m
{down 46%:). As a result, our TP falls to € 18.5, implying a 12x P/E and 8% FCF
yield valuation on 2019 estimates. We reiterate our Hold rating but point out that
our forecasts assume an improvement in Audiovisual as of 2018 (growth from new
initiatives such as NEO, Trinity, Stievie, and mobile telecom services) and some

fixed cost reductions for print (€ 4m/annum).

Large estimate cuts: Due to a structural decline in print advertising, falling third-
party printing sales (low margin}, a lack of restructuring, continued investments in
the digital portfolio and increased D&A, we now forecast 5.4% and 4.0% declines in
Printed Media sales in 2017 and 2018, with EBIT declining to € -2.2m this year and
to € -5.3m in 2018. With regards to Audiovisual Media, we have reduced our sales

and net income forecasts by 1% and 20% resp.

Traditional TV in a pickle, but new “Stievie” offers potential: On Monday,
Medialaan announced the revamp of its online TV platform, Stievie, which contains
either the "Free” version or the subscription service, called Stievie "Premium”. The
latter offers live TV, a catch-up option (6 days), 18 TV channels (incl. those of
Medialaan, SBS, VRT, Discovery, and FOX), and viewing on all screens. Given the
1) broad channel offering (almost 90% of TV viewers in Flanders watch these
channels), 2) increasing appetite for OTT services and on-demand TV offers, and
3) attractive price level (€ 9.99/month), we consider Medialaan is offering an
attractive complement {or substitute?) to a traditional TV subscription. Combined
with its mobile activities, the company can basically offer a "double-play’ telecom

pack targeted at the millennial generation.

Other pockets of growth? If the BIPT's recently-proposed regulations are
approved at the European level, Medialaan could even consider reselling broadband-
only services via the cable and fiber networks of the major telecom operators.
Also, wia its IV (MNEQ, Trinity) with De Persgroep Publishing, Medialaan could
generate targeted ad growth for other online media such as i.a. vtm.be and Stievie
"Free".

Summary of 2017 [ 2018 estimates

FY15 1H16 FY16  1H17A % growth FY17E  FY1&E

Adiusted sales (combined) 4710 2409 4764 0 2327 -3.4% 4534 461.9
& growth -1.2% 1.2% 11% | -3.4% -4. 6% -2.7% -0.3%
Adiusted sales (consolidated) 2902 1430 2765 @ 1326 -1.3% 2599 2493
% growth -31%  -48% -47V% @ -7.3% -2 5% -G6.0% -4.1%
EBITDA {cons.) 33.6 10.9 344 a.8 -55.7% 18.8 18.7
Group U=l 1M6% 139% 124%  6.7% -7.3% T.2% T7.5%
EBIT (cons.) 314 16.2 249 2.4 -79.1% 8.1 8.2
Net income G64.4 14.7 2.5 1.3 -91.2% 5.1 6.2
CFO -2.6 6.9 14.8 6.2 -0.9% 15.4 16.5
Capex -5.5 -3.9 -7.5 27 -30.5% -6.0 6.6
Met debt T 79 57 59 -25.0% 38 14
Sales (comb.) a0z 1521 2952 1424 6. 4% 2793 2681
% growth S36% 0 3.9% 4% -64% -2 5% -5.4% 4.0%
EBITDA (comb.) 18.8 10.5 206 28 -72.4% 82 59
% margin G.1% 6.9% 7.0% 2.0% -4, %% 3.3% 2.2%
Met income 55.6 41 53 6.0 -6.8 -8.8

Sales (comb.) 164.1 894 1827 a0.7 1. 4% 185.6 1954
% growth J4% 11.3% 11.4% 1.4% -9, 9% 1.6% 5.3%
EBITDA (comb.) 31.9 18.1 N2z 135 -25.2% 250 285
% mangin 19.5% 20.2% 171%  14.%% 5.3 13.5% 14.6%
Met income 16.4 9.8 15.0 6.5 -33.6% 10.7 13.8
Source: KBC Securities, Company Data

SOTP Valuation 2018

Meth od Multiple Driver EV
Print EV/IEBIT DA G.5% €27 £17.58
(ex.JV) DCE-based BV : £87.0
3 Average Enterpise Value (RMG ex. JV) €523
. A diusted PIE 1408 €123 £€1723
DDM __________________________________ T4%_ _ €129 _ €1744_
Sl Average Equity Value {Audiovisual) £173.3
Adiusted PIE 12.0% £21 £252
DDM __________________________________ T4% __€17_ __€237 _
Average Equity Value {Audiovisual) €242
" Provisions €69
“-" Met financial debt £138
" Off-balance sheet liabilties £472
“-" Mon-operating liabilities =457
" Minarities £23
“+" Financial assets £0.0
“+" Mon-operating assets €229
“+" Deferred payments sale of France £0.8
“+ MYMOD option £19.0
Total (€m) £ 258.6
Conglomeration + liguidity discount (%) 10%
RMG Equity value € 233.6
Mumber of shares (m) 12.6
Target price €185

Source: KBC Securities, Company Data



