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Roularta P/E vs European peers: narrowing discounts

Key monthly insights

Trading update reveals Belgian ad spend weakness

Roularta published, for the first time, a trading update on 16 May, ahead of its AGM, regarding business developments since the
beginning of the year. In addition to updating the market on two important projects that appear to be on track (Storesquare and
local freesheets transition plan), Roularta also confirmed, in line with Nielsen’s recently released figures, the very volatile ad spend
environment, with a 5-10% decline in the first four months of 2017 which was felt across all Belgian media (TV, Print and Online -
except Radio). This is a stronger-than-expected drop (we expected -2% in H1 2017), which even exceeds historical declines in H1
that ranged from -3% to -5% at worst. The weakness is driven by certain sectors such as banks, healthcare and FMCG. FMCG, in

30 particular, is a major TV ad spender, which is impacted by cost-cutting programmes by large advertisers such as P&G and Unilver.
25 ) We revise our earnings estimates accordingly
20 \'I v .‘| . 7 e As a reminder, ad spend represents 53% of group sales (Print 25% and TV & Radio 28%). Although we were expecting structural
‘ YA f?\vif\\ Ny ] "\.," ‘c"vn ’ weakness in ad spend for Roularta across its markets, the extent of the decline announced in the first four months of 2017 lead us to
15 M O ‘v, - ,«“' h'/ revise down our Print Media advertising revenue growth estimates for 2017 from -2.5% to -4%, reflecting expectations of a slight
10 \ \i\"\' \, "‘V\”o-‘,'.‘ 7 improvement over the remainder of the year. We have revised our FY EPS estimates down by 5%, 8% and 10% for 2017e, 2018e and
s v W 2019e respectively. All details of our earnings estimates are available on page 18.
Still trading at a discount to TV peers, but the gap continues to narrow
0 Our fair equity value is set at €25/share, unchanged from our previous estimate, based on our sum of the parts model (unchanged
Jan-03 Jan-06 Jan-09 Jan-12 Jan-15 . . . . . . . .
methodology), driven by a slight sector re-rating among Printed Media peers. Our fair equity value points to 2017e P/E and EV/EBIT
ROU Free TV Print Med & Others multiples of 14.6x and 10.1x, respectively. The stock currently trades at a premium to Printed Media peers on consensus estimates
(15% P/E and 2% EV/EBIT premiums on 2017 forecasts) vs. average discount in excess of 20% since 2012. Compared to free-TV
€m 2013 2014 2015 2016  2017e  2018e 2019 peers, Roularta still trades at a 17% discount although 80% of the company’s profits are generated by Medialaan, a strongly-
Sales 6771 3001 2919 2786 2707 2659  261.0 positioned free TV player in Belgium. We see two factors that provide support to Roularta’s share price: (1) the media sector M&A
EBIT -49.2 39 123 67 71 6.4 10.2 rerating which is underway and (2) an improvement in the underlying profitability of Roularta, culminating in the expected 43% EPS
Net profit 579 -1425 644 215 222 225 320 jump in 2019e. Roularta is investing heavily in Storesquare (estimated €4m pa opex investment to 2019e, 20% of its underlying
Eiss((i)) 'g'gg '12'33 g'zz ;'gz ;'Zg ;'ZS ch.:cG) consolidated EBITDA). As it is too early to value Roularta’s 70% stake in Storesquare, we have opted to exclude the impact of the
’ ' : ’ ’ ’ ) investments from our SOTP model. Looking beyond 2018, our 2019-based SOTP points to fair value at €27/share (including a
P/E (x) na na 3.2 14.7 14.4 143 10.0 o ) )
Yield (%) 0.0 0.0 37 51 - ” 37 liquidity discount) to €32/share (without a discount).
Adj. EV/EBIT (x) na 36.0 9.6 32.7 30.3 29.9 17.4

Source: Merodis Equity Research, Factset
Pricing date: 31/05/2017

. Arnaud W. Goossens
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Please refer to important disclosures at the end of this report




Roularta
NedGroas Monthly market review dashboard

Goals of this Dashboard
< Follow-up to our coverage of Roularta which was launched in October 2015 (see below)
< Tool to keep investors up to date with Roularta’s equity story as well as its valuation in a sector context
< Update investors on recent company and sector news flow

Corporate calendar of Roularta’s upcoming announcements and events
< Monday, 21 August 2017: Announcement of 1H17 results (08.15AM CET; Analyst meeting at 2PM)
< Monday, 12 March 2018: Announcement of FY17 results (08.15AM CET; Analyst meeting at 2PM)
< Tuesday, 15 May 2018: AGM (Roeselare, Belgium)

Access to our recent research reports on Roularta
< “Back on its feet” (initiation), 14 October 2015
< “All eyes on 2019” (update), 3 April 2017
< “April 2017 market review” (monthly dashboard), 2 May 2017
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https://www.researchpool.com/provider/merodis-equity-research/roularta-rou-back-on-its-feet
https://www.researchpool.com/provider/merodis-equity-research/roularta-media-group-rou-all-eyes-on-2019?sthash.uR3yFRjL.mjjo
https://files.acrobat.com/a/preview/7a878f29-ba9d-4c5f-96b1-d8c02e50774e

Roularta

: ) :
MediaCiroup Company profile
A domestic leader in high-quality print media and free-TV

Company description

Combined group sales are almost entirely generated in Belgium
through: (1) TV and radio advertising (28% of group), (2) print
media advertising (26%), (3) readers market including
subscriptions (21%), (4) third-party printing (9%) and (5) other
sources of revenues including line extensions, rights and mobile
(14%).

internet activity, line extensions and third-party printing. The
50% stakes in Medialaan and Bayard are equity-accounted.
Medialaan's contribution weighs 73% of combined EBIT and 80%
of the group’s net profit. We value the stake in Medialaan alone
at EUR19/share (see page 9), 77% of the estimated equity value.

Combined sales breakdown (2016)

6%

Shareholders

Roularta is Belgium's leading media company offering: Line Free float
(1) local weekly free newspapers in Flanders (De Streekkant, De extensions 15%
Zondag, Steps) & others Treasury
& Ps), 14% Print ad shares
(2) audiovisusal free-to-air broadcasting in Flanders (market 3rd-party 25% 5%
leader) through its 50% ownership of Medialaan (VTM, 2BE, printing Bestinver
QMusic, Joe FM), 9% 8%
(3) nationwide weekly news and business magazines (Knack, Le Readershi TV & Radio Fa"l‘it'yj‘
Vif L'Express, Trends, Trends Tendance), p 2l e
18% 72%
(4) internet (Digilocal, Proxistore, own websites). Internet
related

Combined EBIT breakdown (2016)

Roularta's consolidated accounts include the full contribution of Print ngir;t&
its print media activity (ad and readers market, ex-Bayard), its media & others
others

27%

Medialaan
73%

Consolidated net profit breakdown (2016)

20%

WEGIEIEED
80%

Source: Merodis, Factset
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Roularta R .
MediaGroup Share price performance

Slightly under pressure following 2H16 results, but fundamental remain strong

Roularta 3-year share price performance vs peers (rebased) Roularta 10-year share price performance vs peers (rebased)
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Source: Merodis, Factset
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Roularta R . . .
MediaGroup Analyst Recommendations, Earnings Expectations

Consensus has tipped

TR Comm S 2 s

——2005 3.5
Consensus EPS estimates for Roularta have been severly revised 6.0 —2006
down again, following the trading update of 16 May and the 5.0 e 2007 3.0 _ 2017

—— 2008
4.0 2009 2.5 2018

Consensus currently expects a 2017e EPS of €1.77 (revised down by 2010 2.0
12% m-o-m) which compares to our new forecast of €1.70 (was 3.0 —2011 15 2019
€1.80), while 2018e earnings are expected to come in at €1.87 2.0 ggg

: L —

weakness in ad spend reported over the first four months of 2017.

(revised down by 12%) vs. our new forecast of €1.72 (was €1.88). 1.0 2012 10
2019e consensus EPS estimates available on Factset remained ' 2015 0.5
unchanged at €2.72 which compares to our new forecast of €2.46 0.0 2016 0.0
(was €2.72), still reflecting positive momentum from the full-year Dec-03 Dec-06 Dec-09 Dec-12 Dec-15 ggg Mar-15 Sep-15 Mar-16 Sep-16 Mar-17 Sep-17

effect of the end of the leasing contract with Econocom (end-2018)
and the repayment of the €100m bond, also at the end of 2018.

Roularta’s share price is down 9% in May, impacted by the weak Analyst recommendations vs peer average

start of the year in terms of ad spend. The stock underperformed its

Printed Media and Free-TV peers (+5% and -4% m-o-m each Sell ‘
respectively). The stock has underperformed its Printed Media peers

since the beginning of the year (+1% vs. +15% for peers). Roularta’s IA
share price is up 1% over the last 12 months, also below the Printed
Media sectors’ +12%, albeit beating the Free TV sector’s -12%. The

Vi f\
\— A -—
- - 1 __\\._..
shares’ low over the last 12 months was €22.50 (24 August 2016), e\ /\‘!\_/'\-\
while its high during the year was €28.95 (22 February 2017). _/—v = Bu /
The two brokers covering the stock, KBC Securities and Degroof
Petercam, rate the stock Hold (downgraded from Overweight after

the trading update) and Buy respectively. The highest price target
for Roularta among the analyst community is currently €34.

Jan-03 Jan-04 Jan-05 Jan-06 Jan-07 Jan-08 Jan-09 Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17
Roularta Sector average

Source: Merodis, Factset
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Roularta R . .
MediaGroup Sector benchmarking analysis

Benchmarking the two key activities

Freefloat] Liquidity| Depr/] Capex/ ND/EBITDA EBITDA margin (%) EBIT margin (%) Net margin (%) ROE (%) 2017-19e CAGR (%)
Company (%) 2017 |(daily,em)]  EeBrDA sales] 2017 2018  2019¢|] 2017e  2018e  2019¢] 2017e  2018e  2019¢] 2017e  2018e  2019¢] 2017e  2018e 2019 EPS  EBITDA  Sales
Impresa 36 0.09 2% 83 7.2 6.6 10.1 1038 106 8.5 93 93 34 42 43 48 5.7 5.9 163
< spir 29 0.03 -16% 3% 129 6.0 0.9 22 25 12 14 0.1 367 47
@ solocal 100 2.88 27% 9% 14 11 0.7 27.4 28.1 28.8 196 206 209 9.1 111 116 59 36 11
W Gruppo Editoriale L'Esp. 22 0.29 61% 1% 0.7 1.0 0.4 9.1 10.0 109 6.1 7.0 7.9 3.1 3.9 48 39 48 58 232 95 0.1
2 Mondadori 50 1.01 29% 1% 2.0 15 12 8.5 8.8 9.0 6.0 6.2 6.4 28 3.0 33 108 113 111 116 33 0.4
pe RCS 16 112|  -103% 5% 25 18 12 142 16.1 16.4 8.5 105 11.0 40 59 6.8 307 318 2838 8.2 05
W Vocento 51 0.30 48% 2% 13 0.9 05 102 11.4 117 54 73 78 23 37 42 41 59 6.2 312 6.7 0.2
L Telegraaf 12 044  363% 2% 2.0 14 5.0 7.7 5.7 55 26 3.0 27 6.4
= sanoma 35 114  136% 3% 14 13 12 25.1 234 20.8 11.0 115 112 172 7.7 76 171 22.0 19.4 0.7 -11.8 32
o
Connect 98 0.40 35% 0% 13 1.0 0.9 43 44 45 32 34 36 18 2.0 21| 3463 3512 2907 24 1.0 22
0% Tarsus 76 0.48 22% 2% 17 23 11 33.7 315 34.7 325 29.9 333 19.7 147 203 275 411 4.0 6.6 5.2
= Trinity Mirror 98 0.38 26% 1% 0.0 0.1 06 228 234 25.2 19.1 19.7 216 147 157 173 24 0.4 53
£ Wilmington 85 0.77 40% 3% 17 11 06 219 233 23.7 19.9 214 218 9.1 11.0 115 442 63.0 163 126 8.2
=
@f Independent News 70 0.17 19% 1% 25 3.0 35 139 139 135 117 117 112 102 101 10.2 36.5 275 200 36 18 03
B cniro 9% 0.11 37% 4%
Axel Springer 40 8.28 30% 4% 19 13 1.0 18.7 19.7 20.1 135 145 15.1 7.9 8.6 9.0 124 135 14.8 106 7.1 3.4
PRINT MEDIA AVERAGE 57 112 45% 3% 2.1 13 0.9 15.1 15.7 177 112 1138 13.9 4.8 7.0 8.7 39.7 435 444 9.7 39 0.8
PRINT MEDIA MEDIAN 50 0.42 29% 2% 14 11 0.9 139 139 16.4 85 105 112 34 59 76 116 135 171 83 5.7 04
Roularta (combined) 25 0.10 32% 2% 05 0.0 -0.2 113 116 136 76 78 9.1 47 a8 6.8 9.8 9.3 127 201 9.2 -0.3
% prem./(disc.) vs median s0| 751 102 77| 637  -e61 -1197] 184  -168  -173] -104 259  -188] 386  -186 99| -152 309  -257| 1438 602  -188.6
Roularta (consolidated) 25 0.10 59% 3% 2.0 0.5 0.2 6.4 6.4 9.1 2.6 24 3.9 8.2 84 123 9.8 9.3 12.7 201 174 1.8
% prem./(disc.) vs median 50|  -751] 103.8] 31.7| 37.1 548 -1241] 539 -54.3 447  -69.0 77.2 654 1415 43.9 615  -15.2 -30.9 257 1438 1982  -603.1
TF1 48 2.88 26% 3% 0.8 0.9 11 154 145 17.0 8.7 78 104 58 5.1 7.1 8.5 75 9.9 1038 7.2 20
M6 51 234 37% 10% 0.1 0.2 03 24.9 2438 24.2 16.7 16.8 17.0 105 105 106 224 22.7 2256 6.1 32 47
>
Mediaset 33| 39.80 81% 21% 19 12 08 143 206 229 111 16.7 186 42 7.8 9.1 7.9 132 134 38.4 213 4.0
-
Mediaset Espaia 49| 1521 50% 20% 06 0.7 0.7 26.6 280 29.1 25.1 26.6 27.7 198 209 217 205 219 229 8.9 8.3 35
w
W Atresmedia 35 5.48 11% 3% 0.9 0.7 06 213 225 235 195 20.8 217 15.0 159 16.7 316 346 36.2 9.1 8.9 35
E RTL 24 0.53 15% 4% 03 0.2 0.1 219 221 220 18.8 189 19.0 119 12.0 121 24.0 236 233 40 35 33
Prosieben 98| 4133 17% 4% 17 15 13 256 2556 253 208 21.0 209 129 131 132 401 40.7 401 79 6.6 74
IV 89|  37.85 12% 2% 038 0.7 05 287 288 295 255 254 2656 15.8 16.7 194 82.6 79.1 70.9 5.1 44 3.1
FREE TV AVERAGE 53| 1818 31% 8% 0.5 03 0.2 224 234 24.2 183 192 20.2 12.0 12.7 137 29.7 304 29.9 113 7.9 2.9
FREE TV MEDIAN 48| 1034 22% 4% 0.6 04 03 234 23.7 23.9 19.2 19.8 19.9 124 1256 127 23.2 23.2 231 8.4 6.9 34
Medialaan (*) 20% 4% 0.1 02 0.4 185 19.0 20.0 147 153 163 9.6 10.0 108 144 146 15.2 8.0 58 17
% prem./(disc.) vs median -5.1 09| -1139  -1511  -2457 -21.0 -19.7 -16.2 232 -23.0 -18.0 -22.8 -20.4 -15.0 -37.9 -36.8 -34.2 -5.0 -16.1 -48.5
O siives 89 031 58% 2% 21 19 18 9.1 8.9 8.9 6.8 65 6.8 03 16 36 133 126 134 03 0.2 12
Z (uadGraphics 86 732 -64% 3% 22 22 22 108 10.2 10.0 5.2 5.1 53 2.1 21 2.2 56 6.2 45 4.0 8.9 53
= Dai Nippon Printing 65| 1437 54% 5% 7.2 7.2 73 2.7 2.8 29 2.0 2.0 2.0 27 2.8 2.8 na na na
Z "PRINTING AVERAGE 80 733 16% 3% 21 2.0 20 9.0 88 8.7 a9 a8 5.0 15 19 26 72 72 6.9 22 43 20
B2 PRINTING MEDIAN 86 7.32 54% 3% 21 2.0 2.0 9.1 8.9 8.9 52 5.1 53 2.0 2.0 22 56 6.2 as 2.2 -43 2.0
B. Roularta (combined) 25 0.10 32% 2% 0.5 0.0 -0.2 113 116 13.6 7.6 7.8 9.1 47 a8 6.8 9.8 9.3 12.7 201 9.2 0.3
% prem./(disc.) vs median 71 -98.6 -41.2 -34.3 -75.8 -97.8 _ -109.0 242 30.3 52.0] 46.6 51.2 720 1412 1407 2164 75.1 508  180.2| -1,0280  -313. -84.3

Source: Merodis, Factset
(*) Roularta has joint-control of Medialaan with 50%-ownership; the stake is equity-accounted. Based on Medialaan's consolidated accounts in Roularta's reporting. For capex/sales, depreciation is a capex proxy. For ROE, "net asset vaue" is an Equity proxy.
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Roularta R .
MediaGroup Sector valuation summary

Multiple-based valuation

Price MCap P/E EV/Sales EV/EBITDA EV/EBIT P/B DYield
Company Country (local) ] (local m) 2017e 2018e 2019e¢] 2017e 2018e 2019e¢] 2017e 2018e 2019e¢] 2017e 2018e 2019¢| 2017e 2018e 2019¢| 2017e 2018e 2019%e
0.3 0.0

Impresa PORTUGAL 0.29 49 6.9 5.6 51 11 1.0 0.9 107 9.3 8.7 126 108
< spir FRANCE 353 21 02 02 1838 8.6 18 19 00 00
@ solocal FRANCE 119 692 83 8.4 7.4 13 12 11 46 42 37 65 5.7 51 0.0 00 0.0
M Gruppo Editoriale L'Esp.  ITALY 0.86 337 152 124 100 05 04 05 54 45 47 7.9 64 6.5 06 0.6 06 14 21 27
S Mondadori ITALY 165 432 125 107 100 05 05 04 6.0 54 50 85 76 6.9 13 12 11 13 15 26
e RCS ITALY 136 702 183 127 100 11 10 08 7.8 65 5.7 130 9.9 85 48 35 24 00 0.0 0.0
W Vocento SPAIN 1.68 203 195 125 113 06 06 05 59 5.0 45 111 7.8 6.8 08 0.7 0.7 00 03 0.9
L Telegraaf NETHERLANDS 6.02 279 425 172 06 0.6 114 73 9.9 103 11 11 1.0 3.0
|6 Sanoma FINLAND 829 1,346 127 122 125 12 13 12 49 54 5.8 112 111 108 29 25 23 33 40 46
Connect UNITED KINGDOM 1.26 312 73 6.9 6.9 02 02 02 53 5.0 48 7.0 6.5 6.2 268 22 185 7.8 8.0 8.1
¥ Tarsus UNITED KINGDOM 2.88 325 106 156 9.8 32 40 27 9.5 126 7.9 9.8 132 8.2 43 43 38 33 35 37
b= Trinity Mirror UNITED KINGDOM 104 289 30 31 32 05 05 07 20 20 26 24 23 3.0 55 5.8 6.1
Z Wilmington UNITED KINGDOM 2.72 238 143 1138 105 23 21 18 106 8.8 7.7 117 9.6 83 7.7 73 31 33 34
B Independent News IRELAND 013 180 53 51 5.7 02 01 01 16 1.0 07 19 12 08 16 13 10 0.0 0.0 00
B Eniro SWEDEN 0.22 118
Axel Springer GERMANY 55.96 6,038 215 194 176 21 20 19 113 9.9 9.2 157 134 123 26 26 26 35 3.6 3.7
PRINT MEDIA AVERAGE 141 110 92 10 10 10 77 64 55 9.2 83 72 43 38 33 20 23 238
PRINT MEDIA MEDIAN 126 120 100 0.6 0.6 0.9 6.0 54 5.0 9.9 8.7 6.9 18 19 17 13 21 27
Roularta (combined) BELGIUM 24.60 323 144 143 100 038 07 0.7 6.8 6.2 5.0 100 9.2 75 14 13 13 22 24 3.7
% prem./(disc.) vs median | 147 18.6 02| 269 251 -253] 130 133 13| 19 5.9 83| 209 316  -244] 741 15.8 371
Roularta (consolidated)  BELGIUM 24.60 323 144 143 100 08 07 0.7 125 113 74 303 299 174 14 13 13 22 24 3.7
% prem./(disc.) vs median | 14.7 18.6 0.2| 32.3 25.5 -263] 1087 1071 500/ 2076 2449  1504]  -209 -31.6 -24.4| 74.1 15.8 37.1
TF1 FRANCE 1142 2393 186 204 15.1 1.0 1.0 0.9 6.6 6.8 5.4 116 126 8.8 15 15 15 32 31 38
S M6 FRANCE 2120 2,671 1838 175 167 19 18 17 7.7 7.2 71 115 106 101 41 39 3.7 42 44 44
= Mediaset ITALY 351 3,993 25.7 145 134 14 14 14 96 6.8 6.1 124 8.4 75 20 18 18 22 39 39
s Mediaset Espaiia SPAIN 1196 4,025 194 177 163 37 36 34 141 127 118 149 134 124 40 38 37 48 53 5.9
W Atresmedia SPAIN 1150 2,596 162 1438 136 26 25 24 124 112 103 135 121 111 5.2 5.0 49 5.7 58 6.1
& rm BELGIUM 69.17 10,623 140 134 129 17 17 16 7.9 75 71 9.2 8.8 83 32 31 29 5.9 5.7 5.9
Prosieben GERMANY 37.80 8,648 150 139 129 25 23 21 9.8 9.0 8.4 121 110 102 5.9 54 49 54 5.8 6.2
v UNITED KINGDOM 196 7,878 123 1138 111 28 27 25 9.7 9.2 8.6 109 104 9.5 102 8.6 73 41 48 55
FREE TV AVERAGE 175 155 140 22 21 20 9.7 8.8 81 120 109 9.7 45 41 3.8 44 49 52
FREE TV MEDIAN 174 147 135 22 20 19 9.6 83 7.8 119 108 9.8 40 3.8 3.7 45 51 5.7
Roularta (combined) ‘BELGIUM 24.60 323 144 143 100 038 07 07 6.8 6.2 5.0 100 9.2 75 14 13 13 22 24 37
% prem./(disc.) vs median -17.0 27 260 655 651 -643| 209 252  352| 153 151 -234|  -651 667 __ -652| 504  -523 355
O stives UNITED KINGDOM 0.48 69 38 40 38 04 04 03 41 40 38 5.5 54 5.0 05 05 05 5.2 52 63
Z Quadaraphics UNITED STATES 2227 1,158 132 110 143 05 05 05 48 5.0 53 100 9.9 100 07 0.7 0.6 54 54 54
b= Dai Nippon Printing JAPAN 1,231.00 738,839 272 2622 254 07 07 07 26 26 26
Z PRINTING AVERAGE 147 138 145 04 04 04 44 45 46 7.7 77 75 0.6 06 06 44 44 47
B PRINTING MEDIAN 132 11.0 143 0.4 04 0.4 44 45 46 77 77 75 07 07 06 52 52 54
B. Roularta (combined) ‘BELGIUM 24.60 323 144 143 100 08 07 0.7 6.8 6.2 5.0 100 9.2 75 14 13 13 22 24 3.7
% prem./(disc.) vs median 9.5 202 -30.1 71.8 65.8 569  52a 38.1 104 296 199 03| 1011 924 1029 568 529 321

Source: Merodis, Factset
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Roularta R
MediaGroup

30 30

On 2017e consensus EPS estimates, Roularta shares trade at a P/E
discount of 17% versus the Free-to-Air Media sector in Europe (flat
vs. April). As a reminder, 73% of Roularta’s EBIT and 80% of its EPS is
generated by Medialaan, Belgium’s #1 commercial TV broadcaster.
Compared to the Printed Media sector, Roularta currently trades at a
15% premium versus the Printed Media Sector (this compares to a
8% premium at the end of April). The rerating is driven by the
consensus downgrades rather than by the share price performance.

If Roularta’s shares were to trade in line with the European media
sector, the shares would trade at €29 based on our SOTP (using
EV/EBIT multiples), flat m-o-m. Consensus expects Roularta to
generate an EPS of €1.77 (2017e), of which c. 80% are expected to
come from Medialaan (of which Roularta owns 50%), while the rest
of group earnings is expected to be generated by Roularta’s Print
Media business.

The Free-to-Air sector currently trades at a P/E ratio of 17.4x 2017e,
while the Print Media sector trades at a P/E ratio of 12.6x. Applying
consensus earnings estimates to the two divisions, proportionally to
their earnings, generates a fair share price of €29 (vs. 32 in April).

P/E valuation relative to the sector
Re-rating still driven by sector M&A focus

20 P A
Y ,‘J'\ d \ v
10 10
0 0
Jan-03  Jan-06  Jan-09  Jan-12  Jan-15 Jan-03  Jan-06  Jan-09  Jan-12  Jan-15
ROU F-T-A Print Med & Oth Roularta ———Printed Media peers
Premium/(Discount) of Roularta vs. Free-to-Air Premium/(Discount) of Roularta vs. Print Media
40% 80%
20% 60%
0% 40%
209
-20% %
0%
- 0,
40% 20%
-60% -40%
-80% -60%
Jan-03 Jan-06 Jan-09 Jan-12 Jan-15 Jan-03 Jan-06 Jan-09 Jan-12 Jan-15

Source: Merodis, Factset
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Roularta R . .
MediaGroup Fair value estimate

Roularta updated sum-of-the-parts

Ownership Adjusted Discount EV/EBIT Netdebt Equity Value Value w/o

(€m) (%) EBIT18e  to peers multiple 18e 17e Value value/sh. split  discount
Print media 100% 9.2 10.0 7.8 71.6 4.0 16% 79.6
Group enterprise value 71.6 79.6
- Net Financial Debt/(cash) (17e) -34.1 -34.1

- Other liabilities (17e) -6.0 -6.0
+ NPV tax asset (balance sheet) 20.8 20.8
+ Equity value of Medialaan stake 50% 54.3 15.0 9.2 -5.1 252.2 19.2 77% 296.2
+ Equity value of Bayard stake 50% 5.0 10.0 7.8 -5.3 22.2 1.7 7% 24.4
= Estimated market value of equity 326.7 380.8
Total share outstanding (m) 13.1 13.1
Equity value per share 24.9 29.0

Source: Merodis, Factset
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Roularta R - .. . . .
MediaGroup Divisional valuation indicators

Print Media valuation correlation with expected EPS growth Free-to-air TV valuation correlation with expected EPS growth

50 25
PEG
45 2.0x
40 20 M6
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W 20 10
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15 Roularta o
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10 _ _ 5
Print Media peers
0 0
0 10 20 30 40 50 0 10 20 30 40 50
EPS CAGR 2017-19e EPS CAGR 2017-19e

Source: Merodis, Factset
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Roularta R - .. . . .
MediaGroup Divisional valuation indicators

Medialaan is a key value driver
1

Print Media sector valuation correlation with EBIT margins Free-to-air TV sector valuation correlation with EBIT margins

4.5 4.0
4.0 PY 35 I\/éediaNset P
SPana, _ o 1276x-0.348
3.5 y=0.0973x-0.1122 3.0 2 =0.829
R?=0.6318 .

3.0 Prosieben ® TV

3 3 2.5 Y
Atresmedia
< 25 ~ ;
2 g 20 Medialaan Mediaset
©
5 2.0 (] g 15 @® RTL
@ 15 et TF1
; (]
1.0 Roularta (combined) °® 1.0 o
05 0.5
larta PM adjusted.
0.0 Roularta (Prirz Media) 0.0
-5 5 10 15 20 25 30 35 0 5 10 15 20 25 30
EBIT margin (%) 18e EBIT margin (%) 18e

Source: Merodis, Factset
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Roularta R .
MediaGroup Sales growth expectations

Impacted by cyclical and structural effects

Expected Sales Growth 2017 expected sales growth (%) 2018 expected sales growth (%)

. . 20% 20%
At the end of May, consensus expects the European Print Media ROU-BRU ROU-BRU
Sector to grow in sales in 2017 by 2.2%. Sector consensus sales 10% I—J 15%
expectations for 2017 have weakened slightly during May, from 0% —_—— = |PR-LIS 10% e [PR-LIS
(] (1]
2.6%. With respect to 2018 sales growth expectations, consensus
e | PDC-D UB = |PDC-DUB
remained stable at +0.1%. -10% 5% ¢bu
The sector is suffering from the structural impact of online media 20% e ES-MIL 0% %: e ES-MIL
gaining market share over traditional Printed Media and TV in terms MIN-MIL T - MIN-MIL
of advertising revenues. This is driven by changes in viewership, -30% -5%
which is moving from the traditional media to online. -40% e TMG-AMS 10% e TMG-AMS
With respect to Roularta, consensus expects 2017 sales to decline by Mar-14 Nov-14 Jul-15 Mar-16 Nov-16 Mar-14 Nov-14 Jul-15 Mar-16 Nov-16
3.0% (we expect -2.8%) and to shrink by 2.2% in 2018 (we expect -
1.8%).
2017 expected sales growth, Roularta vs. peers 2018 expected sales growth, Roularta vs. peers
10% 10%
A H
-10% T -
0%
-20%
-30% J %
-40% -10%
Mar-14 Mar-15 Mar-16 Mar-17 Mar-14  Jul-14  Nov-14 Mar-15 Jul-15 Nov-15
e ROU-BRU Peer avg. ROU-BRU Peer avg.

Source: Merodis, Factset
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Roularta R . .
MediaGroup EBITDA growth and margin expectations

Renewed focus on core activity

EBITDA expectations 2017 expected EBITDA growth (%) 2018 expected EBITDA growth (%)

25% 20%

During the month of May, expected annual EBITDA growth in 2017e ROU-BRU —— ROU-BRU
for Roularta returned to a negative 1.5% by the analyst community, 20% . )

(from +6.3% expected in April) while consensus expects flat EBITDA = PR-LIS 15% N~  —IPR-LIS
groth in 2018e. (also down versus previous months). Interestingly, 15% PDC.DUB IPDC.DUB
margin expectations have fallen below the sector average for both 10%

years. 10% — ES-MIL —t e ES-MIL
Note that consensus changes to EBIT or EBITDA at Roularta are not L 5%

; : : 5% MN-MIL MN-MIL
interpretable in a straightforward manner.

In Roularta’s specific case, its reported EBITDA margin (as reflected 0% e TMG-AMS 0% ———=TMG-AMS
by Factset consensus) is positively influenced by the IFRS 11 Mar-14 Nov-14 Jul-15 Mar-16 Nov-16 Mar-14 Nov-14 Jul-15 Mar-16 Nov-16

treatment of its 50% stake in Medialaan, whereby 50% of
Medialaan’s net profit is accounted for in Roularta’s EBITDA and
EBIT, but where its sales are not accounted for in its top-line, which 2018 expected EBITDA margin, Roularta vs. peers
inflates Roularta’s EBITDA margins versus the Sector average.

Merodis estimates exclude equity accounted results from the 20% 20%

EBITDA and EBIT lines, but other analysts may treat these figures
0,
differently, or they may have recently changed their view on them. 15% \ 15%
10% 10%
5% 5%
0% 0%
Oct-14  Apr15  Oct-15  Apr-16  Oct-16  Apr-17 Oct-14  Apr-15  Oct-15  Apr-16  Oct-16  Apr-17
e ROU-BRU Peer avg. = ROU-BRU Peer avg.

Source: Merodis, Factset
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Roularta R .
Media Group Consensus payout expectations

Expectations are stable

Dividend payout 2016 expected Payout, Sector 2017 expected Payout, Sector

100 100
In 2016, Roularta has paid a dividend of €0.50 per share, which —— ROU-BRU ROU-BRU
represents a cash outlay of €6.2m and a payout ratio of 9.7% on the 80 80
reported EPS (20% of the normalised EPS). The 2016 proposed ——IPR-LIS = IPR-LIS
dividend is flat, at €0.50, while we we|.'e forecasting €0.75 on higher 60 IPDC-DUB 60 IPDC-DUB
expected results. The payout for 2016 is at 29%. /.
Roularta confirmed the targeted pay-out ratio of 30% in the future, 40 e ES-MIIL 40 e ES-MIIL
which is in line with its average payout ratio prior to its acquisition in v/

20 4 MN-MIL 20 MN-MIL

France of ¢32% (2002-2006) and broadly in line with the Sector \
average. 0 e TMG-AMS 0 e TMG-AMS
Consensus currently expects Roularta to pay out 32% of its earnings Mar-14 Nov-14 Jul-15 Mar-16 Nov-16 Mar-14 Nov-14 Jul-15 Mar-16 Nov-16

in 2017-18e, which is a slight upgrade to previous expectations of
roughly 30% payout. The expected payout at Roularta exceeds that

of its sector peers. 2016 expected payout, Roularta vs. Peers 2017 expected payout, Roularta vs. Peers

50 40
40
30 —
30
20
20
10 10
0 0
Dec-11 Dec-12 Dec-13 Oct-14 Apr-15 Oct-15 Apr-16 Oct-16
== ROU-BRU Peer avg. = ROU-BRU Peer avg.

Source: Merodis, Factset
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Roularta R .
MediaGroup Leverage expectations

No longer an issue

Net-debt-to-EBITDA 2016 NFD/EBITDA, sector 2017 NFD/EBITDA, sector
10 8

The level of expected financial leverage in the Media Sector was high ——— ROU-BRU

8 e ROU-BRU

in 2011 and 2012 and again in 2014 (where it exceeded 2.2x), but 6
trended down until May 2016 to c. 1.2x, in terms of Net-financial- 6 —IPR-LIS 4 = IPR-LIS
debt.-to-EBITDA. Roularta. s ratio has excee(.:led 2x only during 2014 4 IPDC-DUB IPDC-DUB
and is expected to remain roughly flay during the current year and _/_m 2
next 2 /s ES-MIL l v e ES-MIL

' 0 ' 0
At the end of May, consensus expects Roularta’s net-debt-to-EBITDA v/ MN-MIL e MIN-MIL
ratio at 1.7x for 2017e, above the sector average of 1.0x. -2 -2 —_
For 2018e, the analyst community expects Roularta’s Net-Debt-to- -4 ~=——=TMG-AMS 4 —=TMG-AMS
EBITDA ratio of 1.3x versus a ratio of 0.6x for the sector as a whole. Mar-14 Nov-14 Jul-15 Mar-16 Nov-16 Mar-14 Nov-14 Jul-15 Mar-16 Nov-16

We expect Roularta to report a net cash position as from 2019e

(€5.3m), compared to a reported net debt position of €57m at the
end of 2016. 2016 NFD/EBITDA, Roularta vs. Peers 2017 NFD/EBITDA, Roularta vs. Peers

The fact that Roularta is expected to be able to deleverage its
balance sheet at such a speed represents a good starting point for
bolt-on acquisitions (digital-media-related).

o r N W A
o B, N W b

1 \f'J -1 —

-2

Oct-14 Apr-15 0]

Oct-14 Oct-15 Oct-16 ct-15
Peer avg. = ROU-BR

Apr-16 Oct-16 Apr-17
= ROU-BRU u

Peer avg.

Source: Merodis, Factset

Merodis E
Equity Research



Media(}rcou]g)[g

Historical

Historical Sales Growth, Roularta vs. Peers
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Roularta
Medicrom® Share liquidity

Trending back up, but well-below peers

1
Annualised share turnover, as a % of MCap Premium/Discount vs. Sector

20%
70
60 0%
50 -20%
0 -40%
30
-60%
20
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10 80%
0 -100%
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Source: Merodis, Factset
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Roularta R . .
MediaGroup D ISC I almer

This Report is solely for the information of the recipients. All information contained in this research report has been compiled from sources believed to be reliable. However, no representation or warranty, express or implied, is made
with respect to the completeness or accuracy of its contents, and it is not to be relied upon as such. Opinions contained in this research report represent the authors’ current opinions on the date of the report only. Merodis is not
soliciting an action based upon it, and under no circumstances is it to be used or considered as an offer to sell, or a solicitation of any offer to buy.

This report is provided solely for the information of professional investors who are expected to make their own investment decisions without undue reliance on this report and Merodis accepts no liability whatsoever for any direct or
consequential loss arising from any use of this report or its contents.

ANALYST CERTIFICATION:

Merodis has been mandated by the subject company to produce a neutral, fair, and elaborate equity research report about the subject company with the aim to increase investors’ awareness about the stock. The authors hereby
declare that this report represents their personal opinion and that the company has neither limited nor in any other way influenced the content of this report. No part of the research analyst's compensation was, is, or will be, directly
or indirectly, related to the specific opinions or views expressed by the research analyst in this research report.

The authors also declare that they are not shareholders of the subject company and that they have no other economic interest in the subject company than through their current mandate.
This Report is and at all times shall remain the exclusive property of Merodis.

This Report contains statements, estimates and projections provided by the Client concerning anticipated future performance. Such statements, estimates and projections reflect assumptions by our Client concerning anticipated
results, which may or may not prove to be correct. No representations, expressed or implied are made as to the accuracy of such statements, estimates and projections.

All communication regarding this Report and requests for additional information should be directed to Merodis:

Arnaud W. Goossens
Partner
ago@merodis.com

For more information about
Merodis
please visit:
www.merodis.com

Merodis

Equity Research




	Slide Number 1
	Monthly market review dashboard
	Company profile
	Share price performance
	Analyst Recommendations, Earnings Expectations
	Sector benchmarking analysis
	Sector valuation summary
	P/E valuation relative to the sector
	Fair value estimate
	Divisional valuation indicators
	Divisional valuation indicators
	Sales growth expectations
	EBITDA growth and margin expectations
	Consensus payout expectations
	Leverage expectations
	Historical P&L, CF and Balance Sheet Performance
	Share liquidity
	Financial tear sheet
	Disclaimer

