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Upgrade to Buy; Feedback from our meeting with the CEO and CFO

Our recent meeting with CEO Matthias Doepfner and the CFO Julian Deutz on 30.05.2018 cast more light on several interesting issues. We
met the IR team in a separate meeting and in this note we present our takeaways and conclusions from our discussions:

= We see Business Insider as the next big value driver for Axel Springer. Bl is the number one digital brand for business and financial news in
the U.S. with more than 120m unique users. Revenues grew by +46% to USD 81m in 2017 and should reach > EUR 100m in 2018. New
advertising formats and increasing content inventory should continue to drive revenues in the U.S. business. The activities in the U.S. present
a strong base for international growth and to introduce further verticals. We think that any additional disclosure would be helpful to understand
the activities better and probably dispel doubts as well as demonstrate the structural growth potential.

= In Germany, Stepstone is in a very good position to keep growth rates high. Jobs listings sites and their pricing power are benefiting from a
shortage of qualified labour and the retirement of the baby boomer generation. We regard new models, such as direct search (XING), as
offering ad-on value for human resource departments. Hence, we do not expect a massive disruption of classical online listing models from
social media driven approaches Furthermore, we believe Stepstone can successfully transform its activities to a multi touch-point and data-
driven business which should help to defend its outstanding market position.

= Other themes we touched on in our meeting included idealo.de, SeLoger, M&A strategy and the organisational structure.

We are increasing our PT from EUR 70 to EUR 77 (SotP). Our SotP-approach reflects a 6x sales 2020e multiple for Bl, EBITDA 2020e
multiples for classifieds holdings between 12x and 16x and 7x EBITDA multiple for News Media National.

75 - FY End: 31.12. CAGR
7251 in EUR m (17-20e) 2014 2015 2016 2017 2018e 2019e 2020e
70+ Sales 22% 3,038 3,295 3,290 3,563 3,139 3,247 3,328
67.5 1 Change Sales yoy 8.4 % 8.5% -0.1% 8.3 % -11.9 % 3.5 % 25%
65 - Gross profit margin 68.4 % 70.7 % 73.0 % 73.0% 75.9 % 75.8% 75.7 %
625 - EBITDA 2.4 % 591 663 830 763 719 768 818
60 - Margin 19.5% 20.1% 25.2% 21.4% 22.9% 23.7% 24.6 %
575 - EBITDA adj. 8.8 % 507 559 596 646 731 782 832
s Margin 16.7 % 17.0 % 18.1% 18.1% 23.3% 24.1% 25.0%
w5 Net income -11.6 % 800 252 427 346 221 223 238
T owtr 1 oms  owis osns EPS -11.6 % 8.08 253 3.96 3.20 2.05 2.06 2.21
 reelSpinger — MOAX (ormatise) EPS adj. 8.3 % 2.01 2.23 2.41 2.60 2.75 3.00 3.30
DPS 5.0 % 1.80 1.80 1.90 1.90 2.00 2.10 2.20
Rel. Performance vs MDAX: Dividend Yield 39% 3.5% 41 % 35% 3.3% 35% 3.7 %
FCFPS 2.67 2.22 1.80 2.59 3.04 3.13 3.51
1 month: 72%  ECF | Market cap 6.1% 46 % 4.0 % 8.4 % 53% 54 % 6.1%
- 0

D EAL: 103%  Ev/sales 1.8 x 2.0x 2.0x 2.0 x 2.5x 2.3 x 2.2x
Year to date: -81%  EV/EBITDA 9.5 x 9.9 x 7.8 x 9.5 x 10.8 x 9.9 x 9.1x
Trailing 12 months: 6.6 % EV/EBIT 16.7 x 14.1 x 10.8 x 13.8 x 19.6 x 18.0 x 16.6 x
P/E 5.7 x 20.6 x 11.8 x 17.0 x 29.2 x 29.1 x 27.1x
Company events: P / E adj. 22.8 x 23.4 x 19.3 x 20.9 x 21.8 x 20.0 x 18.1 x
21.06.18 Warburg Highlights = FCF Potential Yield 19.7 % 6.3% 9.1% 6.9 % 6.2% 6.6 % 7.3%
27.07.18 Q2  Net Debt 1,067 1,338 1,409 1,384 1,275 1,151 986
07.11.18 Q3 ROCE (NOPAT) 7.8 % 8.8 % 11.8 % 9.5% 6.8 % 71% 7.8 %

12.12.18 CMD Guidance: 2018e organic: adj. EBITDA low to mid single-digit % growth
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Company Background

= Axel Springer is an integrated media and internet company with core competence in online classifieds businesses and the publication
and distribution of digital content

Competitive Quality

= Operator of several market leading classifieds digital market places for jobs, real estates and cars in terms of traffic and revenues in
Germany, UK, France and other countries.

= Network effects within the Axel Springer group support classifieds market places to defend market positions and to accelerate
innovation as well as growth.

= Strong balance sheet and FCF generation provides room for M&A

= Global reach at Business Insider offers opportunity to drive revenue growth with digital content businesses.
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Summary of Investment Case

Investment triggers
= Valuation play: Currently Axel Springer’s holdings are not adequately reflected at the current share price.

= Ongoing strong growth at Business Insider — any additional disclosure for Bl would be helpful and should increase confidence in the
value potential of BI.

= Upcoming quarterly results should show that Stepstone Continental can maintain its revenue growth at high margins. Expected slight
temporary (underlying) EBITDA margin decrease relates to intensified marketing activities which provide the basis for higher profits in
future => dispelling doubts about the future growth and profit prospects of Stepstone Continental.

Valuation

= SotP-based PT of EUR 77 which reflects a 6x sales 2020e multiple for Bl, EBITDA 2020e multiples for classifieds holdings between
12x and 16x and 7x EBITDA multiple for News Media National.

Growth

= Stepstone Continental: Shortage of qualified candidates, price increases, market share gains, extension of the value chain, retirement
of the baby boomer generation

= Real estate online classifieds activities: price increases, introduction of data-driven services, value chain extension.

= Business Insider: Monetization of outstanding reach via advertising revenues, internationalization strategy, introduction of new
verticals.

Competitive quality
= Business Insider: Innovative approach to production of news and content; pure digital brand, strong reach in the U.S.
= News Media National: With BILD and WELT/N24 strong brand position in Germany and high reach to German consumers.

= Stepstone Continental: Number one brand in Germany for candidate delivery, innovative company with an 8% capex/sales ratio,
backed by structural growth drivers

= Network effects between different classifieds holdings should push innovation, sales and profit growth

Warburg versus consensus

= 2018e and 2019e expectations are within consensus

NOTE Published 19.06.2018 4
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Company Overview

= Overall strategy: Transformation of the classical print publisher business model to digital publishing
= Two main areas:

- Classifieds models for jobs and real estate listings

- Digital content models to generate subscription and advertising revenues
= Efficient management of remaining print assets through cost cutting and price increases

= Internationalization strategy

= Investing in start-ups and ventures for new business and technological opportunities

Print publisher business model Digital classifieds models / specialized market places

= Production of content = Matching potential buyers and sellers on specialized platforms

= Publication of the content in newspapers or = Better reach and better economies of scale than print
magazines

= Strong FCF, high ROCE, high-margin model
= Distribution of newspapers/magazines to the
audience (consumers and businesses) = Oligopolistic market structures

= Enriching the newspapers/magazines with
local/national specialized market places (jobs, Digital content models
real estate, cars)

= Production of text and video content (video = new opportunity for publishers)
=> Subsciption, circulation and advertising
revenues as well as revenues from listings = Distribution and publication of the content over various platforms and channels

Operating Segments Services/ Holding
Classifieds Paid Models Marketing Models Company Services

3 Printing Houses

StepStone — 100% WEf_’fllf'N‘zfmé’P
Totaljobs ma2foUp - g’ Idealo — 74.9%
Jobsite Ringier Axel Springer Media — 8B Bonial - 72.5%
Saongroup 50% ex finanzen.net — 75%
YourCareerGroup s

Ringer Axel Springer
SeLoger — 100% Schweiz - 50%
Immowelt/net- 55%
Immoweb — 100%

International
Performance
Marketing

Business Insider Awin —80%
U.S.—100%
@Leisure — 51%
LaCentrale — 100%
Yad2 - 100%
MeineStadt — 100% eMarketer
U.S.—94%

Classifieds
StepStone CarBoat . Immowelt
Leading job listings Leading position #1 general Connects owners No 2 player in #1 real estate #1 real estate
sites in Germany in used cars interest portal for of vacation the German markt place in market place in
and the UK listings in France real estate, rentals with guest property and France Belgium
automobiles and via online online portal
small ads in Israel platforms market
REV. EUR 474m (+24%)  EURS59m (+7%)  EUR 40m (+14%)  EUR124m (+38%) EUR 11m (+13%) EUR140m (+3%) EUR39m (+9%)
EBITDA ) . .
(margin) EUR 197m (41.6%) EUR 27 (45.4%) EUR 19m (15.6%) EUR 37m (33.6%) EUR 82m (58.5%) EUR 26m (66.9%)
g = StepStone = La Centrale = Drushim = Belvilla = Immowelt = Seloger = Logic Immo
o - YCG = Promoneuve = DanlCenter = |mmonet = Logic Immo
o * ictjob.be = Annonces du = Danland
= Jobs.lu Bateau
¥ = Totaljobs
2 = Jobsite

Source: Warburg Research
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Feedback meeting with the CEO and CFO

= At SeLoger, revenue growth rates should accelerate in H2/18: Introduction of dual
listings, churn-rates should normalise

= Axel Springer’s growth engine Stepstone Continental strongly supported by structural
factors, market share gains and extension of the value chain

= Business Insider as the next value driver for Axel Springer

After our meeting with Matthias Doepfner (CEQO) and Julian Deutz (CFO) on Wednesday,
May, 30 and our separate discussion with the IR team, Claudia Thome and Daniel
Fahrd-Yazdani, we draw the following key conclusions.

Corporate strategy and structure

After the sale of aufeminin, Axel Springer’s process of optimizing the corporate
structure is still underway. However, with regard to value contribution, we think that
Axel Springer has already made a great deal of progress. T he only remaining asset in
the Marketing Media segment with a significant contribution to our calculated SotP value
is idealo.

The Marketing Media segment still includes finanzen.net, idealo.de (price comparison
site). In our view, finanzen.net could be allocated to the News Media segment.

The performance of ldealo significantly exceeded internal expectations. We
estimate that in 2017, idealo reached an EBITDA between EUR 28m and EUR 30m,
which, based on our assumptions, roughly reflects a growth rate of around +50%
compared to 2016. As a result, Axel Springer decided to develop idealo further
internally and look for synergies between News Media and the price comparison
business model. Therefore, idealo is likely to be linked more strongly to the
German News Media portals, such as bild.de and welt.de to realize synergies
between the business models especially when it comes to reach, usage and visits.

AWIN is the leading European performance marketing network with a presence in more
than 12 countries and more than 6k advertisers. Axel Springer holds 80% of Awin (the
firm is fully consolidated), United Internet 20%. Both companies have already flagged the
prospect of an IPO after a period of integration.

As often mentioned before, Axel Springer is concentrating on two main areas: online
classifieds businesses (Classifieds Media) and news media activities (News
Media).

The growth strategy in online classifieds is based on volume growth, price increases,
introduction of new technologies and value chain extensions (transition of the model to a
multi touch-point approach for consumers). In News Media, monetization is carried out in
the digital area mainly via advertising revenues and to a minor extent via subscription
revenues. The critical issue is to attract a large audience and achieve a wide reach on a
permanent basis with its News Media offerings.

The management said that there are no plans to change or extend the current strategic
positioning or to invest in new areas.

M&A activity is likely to focus on bolt-on acquisitions in online classifieds and/or
digital media, especially to strengthen Business Insider. In addition to that, smaller
investments in innovative business areas, such as online real estate agency
Purplebricks, are possible.

NOTE Published 19.06.2018 6
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Improving competitive position in France

Seloger’s revenue growth profile was rather disappointing in Q1/18 at < 5% compared
to > 5% in the quarters before. More importantly, Leboncoin (100% holding of Schibsted)
which is SelLoger's main competitor, showed revenue growth of 20% in Q1/18, giving
rise to fears that SelLoger's competitive positioning is deteriorating over time, hitting
growth and profits.

In our view, low growth rates at SeLoger and high growth rates at Schibsted can
be explained as follows:

= eboncoin operates online market places for cars, jobs, general interest and real
estate. Schibsted said that cars and real estate were up by between 15% to 20% and
jobs by >100%. This product mix would seem to result in a better growth profile
than at Axel Springer.

= At Axel Springer, display and non-subscription-based advertising revenues reached a
trough in Q1/18 because of insourcing the marketing of the inventory. Both Axel
Springer and Leboncoin made add-on acquisitions in France and usually, as one of the
first steps, customers are offered listings on both sites. Leboncoin already started
combined offerings in Q1/18 while SeLoger will start in H2/18.

= Leboncoin’s ARPU in real estate classifieds is substantially lower than SeLoger’s
ARPU. Hence, Leboncoin’s better performance in Q1/18 is driven to a great
extent by price increases.

= SelLoger had unusually low churn-rates in Q1/17 while churn-rates normalised in
Q1/18.

We regard the market consolidation in the French real estate classifieds market as
positive.

In terms of professional listings, Leboncoin as the number two player acquired the
number four player (avendre alouer) and SelLoger acquired the number three player
(Logic Immo). This leaves only a few smaller players in the market (Explore Immo, bien
ici).

The French real estate online classifieds market now shows an oligopolistic
structure. Our best guess is that both players are behaving rationally because a
price war would probably be value destructive for both.

Hence, in our view SelLoger should return to revenue growth rates of >5% at a high
EBITDA margin level of > 55% (including Logic Immo).

Stepstone Germany: Axel Springer’s growth engine in
Classifieds

First of all, job markets are locally-driven which makes disruption with a global
approach rather difficult. Very specific local expertise and a local sales force is
needed. Secondly, there is strong demand for qualified labour in Germany as the
economy has been booming for several years. This demand is set to become even more
acute in the next years as the so-called baby boomer generation retires. In the coming
years, more than 800k qualified people will retire, or c. 2% of the total workforce in
Germany.

Human resource departments are turning to all available channels in the search
for suitable candidates to fill vacant positions. They are using both classical job

NOTE Published 19.06.2018 7
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boards like Stepstone as well as new direct search approaches, such as XING is
offering.

For several years Stepstone has shown that it has the highest candidate delivery-rate
per job listing by far compared to its most important peers.

Furthermore, Stepstone currently invests c. 8% of its revenues in new technologies
and product development. Smaller job listing sites are probably not in the financial
position to make the necessary investment and will have to leave the market.

Additionally, Stepstone has started to transfer the job listing business to a multi
touch point business which means that the site is extended by several new services.
The vision is that, in future, job seekers and potential candidates can use the site for
information services and application services, among others.

There has been some discussion about the temporary margin decline in Jobs
classifieds (mainly Stepstone). In Q1/18 revenues grew organically by +18.9% while
adj. EBITDA was up by only 3.3%. Consequently, the EBITDA margin declined by 3pp to
34.6%. Axel Springer said that it invested in the Stepstone brand and that it has
undertaken some marketing activities. Now, there is speculation that Axel Springer
needs structurally higher expenses to maintain growth rates in the jobs classifieds
activities. In our view, Stepstone’s business model is a platform model with high potential
for economies of scale. From an economic point of view, it makes little sense to optimize
profit margins now. Market share gains increase the likelihood that smaller players are
forced to leave the market. Future higher sales value has a strong positive impact on
profit margins which will more than offset current additional expenses in brand and sales
activities.

Up to now the main revenue growth drivers for Stepstone Continential have been the
shift of jobs ads from stationary solutions to online listing sites, market share gains,
volume growth and price increases. Besides transferring the activities to a multi touch
point business there is still significant market potential. For instance, In Germany, the
market value for headhunters is estimated to be > EUR 1bn annually. This should offer
some additional growth opportunities.

Business Insider

Business Insider, with 120m unique visitors, is the leading digital news site for
financial and economic news in the U.S.

In 2017, revenues grew by +46% to USD 81m. In our view, Bl should reach revenues of
c. USD 100m. Axel Springer expects breakeven at EBITDA level in H2/18.

Bl's readership and audience is mainly monetized via advertising revenues, mainly by
programmatic advertising and to a lesser extent native advertising.

Axel Springer's growth strategy for Bl is rather simple. The production of interesting
content should increase the number of users which should enable an increase in
advertising prices. Axel Springer has launched further verticals (a.g. Tech Insider) and
has started to internationalize the brand by ramping up new markets.

We gained the impression that Axel Springer’s long-term vision is to develop Business
Insider to the global number one brand for financial and economic news in democratic
countries.

There are several competitive advantages compared to established brands. As Bl is
purely internet-based, its strategy does not have to consider any impact on print-related
sales.

Moreover, at the starting-point of BI, the brand was positioned with fresh themes,
innovative formats and a new journalistic approach. There was no need to reposition a

NOTE Published 19.06.2018 8
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classical brand.

Axel Springer pays a high attention to BI. After reaching EBITDA breakeven (which is
expected for H2/18), additional disclosure would help to gain confidence in the value
potential of Business Insider, in our view.

NOTE Published 19.06.2018 9
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Valuation

= SotP-based fair value of EUR 77
= Classifieds Media contribute 73% to our fair EV

= Remaining print activities contribute < 10% to the fair EV

Summary SotP model

Based on our assumptions for our SotP approach, we derive a fair EV of EUR 10bn of
which 73% is contributed by Classifieds Media and 20% by News Media. Furthermore,
the fair value per share is calculated at EUR 77.

The table below summarises our SotP approach.

Summary SotP for Axel Springer

Fair Value attributable to in% of fair EV
in EURm Axel Springer shareholders
Classifieds Media 7,656 73%
News Media 2,363 20%
Marketing Media 561 2%
Services/Holding -1,000
Cash inflows (real estate,
aufeminin, Dogan settlement) 466 5%
Financial debt 1,620
Pension liabilities 230
Cash 120
fair EV 10,046
Equity value 8,316
number of shares in m 107.9
fair value per share in EURm 771

Source: Warburg Research

Classifieds Media

Based on consensus data (source: Bloomberg), Rea Group (real estate listing site in
Australia) is trading at an EV/EBITDA 2020e of 25x, Rightmove (real estate, UK) at 15x,
Scout24 at 13x and Auto Trader (UK, cars) at 12x. The average EV/EBITDA 2020e
trading multiple is at 16.2x.

To calculate a fair value for Axel Springer's classifieds assets, we use the European
listed peers Rightmove, Scout24 and Auto Trader which provide an average trading

NOTE Published 19.06.2018 10
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SotP approach: Classifieds Media

Axel Springer: SotP - Classified Models

multiple of 13.3x. Deriving fair values for Axel Springer’s online classifieds holdings we
use premiums and discounts on the average depending on the quality, growth profile and
margin level.

The most important holdings are Stepstone Continental which contributes 52% to our fair
segment EV (or 39% to the group EV) and SelLoger which reflects 18% of our calculated
fair EV.

Calculating Stepstone Continental’s EV we take a 15e EV/EBITDA multiple which is at
the level of Righmove (15x) and higher than Scout24’s level (13x). In our view this is can
be justified as follows:

=|n 2016 and 2017, Stepstone Continental had organic revenue growth rates of >20% on
EBITDA margins of >20%.

=In the coming years, organic growth should remain at high levels because of the
shortage of qualified labour in Germany and the retirement of the so-called baby-
boomer generation.

= Stepstone Continental should gain market share in Germany and be able to transfer its
listing model to a multi touch-point and data-driven model.

= At Scout’s trading multiple, it should be considered that Scout has holdings in real-
estate and cars. The latter one has a lower quality in terms of its markets Germany and
Italy.

To derive our fair EV for SeLoger we take the trading multiple of Rightmove (15x).

The table below shows our approach.

in EURm Axel Sales Sales EBITDA EBITDA  EBITDA | Sales EBITDA Fair Fair FV Axel in% of EV
Springer 2016 2017 2016 margin 2017 2020e 2020e |multiple Value Springer Classifieds
Stepstone Continental 100% 257 320 151 58.8% 179.8 431 255.0 15 3,825 3,825 50%
Stepstone UK 100% 119 118 24 20.2% 15.8 134 29.0 12 348 348 5%
SAON Group 100% 34 37.5 10 29% 12.4 44 14.6 12 175 175 2%
Immowelt 55% 98 111 19.4 20% 37.4 140 58 15 870 479 6%
Immoweb 100% 36 39.5 25 69% 26.5 44.8 29 16 464 464 6%
Yad2 100% 34.9 40 26 75% 25 44.5 29.0 16 464 464 6%
Seloger 100% 136 140 76 56% 81.8 214.4 88 15 1,320 1,320 17%
Carboat 100% 55.2 59.4 24.3 44% 27 71.9 32.0 13 416 416 5%
(@)Leisure 51% 90 124.5 14 16% 19.5 171.9 27.0 12 324 165 2%
Total 860 990 370 425 1,296 561.6 8,206 7,656
Source: Warburg Research
NOTE Published 19.06.2018 11
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Axel Springer News Media

Axel Springer: SotP: News Media

News Media and Marketing Media

News Media

We separate the News Media segment into four parts: News Media Germany, News
Media Europe, Business Insider and eMarketer.

We calculate a fair EV for the segment of EUR 2.3bn thereof 50% is contributed from
News Media Germany and 36% from Business Insider.

For Business Insider a 6x sales multiple is taken (36% of the segment EV) and News
Media National is valued with an EV/EBITDA multiple of 7x.

in EUR m Axel Springer

Sales 2016

Sales 2017 EBITDA 2016

EBITDA Sales EBITDA Fair Fair Value FV Axel in%of FV
ownership margin 2020e 2020e multiple Springer  Paid Models
New Media Germany 100% 1,142 1,109 178 15.6% 1,022 167 7.0 1,171 1,171 50%
New Media Europe 51% 267 278 35 13.2% 259 31 7.0 217 111 5%
Business Inisder 100% 52 72 n.m. n.m. 144 n.m. 6 867 841 36%
eMarketer 94% 47 51 16 34.0% 62 22 12 259 241 10%
EV New Media 2,363

Axel Springer Marketing Media

Axel Springer: SotP - Marketing Media

Source: Warburg Research

Marketing Media

The Marketing Media segment has been qualified as non-core. The segment includes
the performance-marketing Awin. United Internet has a stake of 20%. We calculate a fair
EV for Axel Springer's stake of EUR 122m.

Reach-based marketing includes mainly idealo.de which is a price search engine and the
financial site finanzen.net.

in EUR m Axel Springer

Sales 2016  Sales 2017 EBITDA 2016

EBITDA

EBITDA 2017 | Sales 2020e EBITDA Fair multiple  Fair Value FV Axel in%of FV
ownership margin 2020e Springer  Paid Models
Reach-based 75% 289 315 66 22.7% 71 212 53 1 585 439 78%
Performance-based 41% 567 670 26 45% 32 265 30 8 240 122 22%
Equity FV Paid Models 561
Source: Warburg Research
NOTE Published 19.06.2018 12
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DCF model
Detailed forecast period Transitional period
Figures in EUR m 2018e  2019e  2020e 2021e  2022e  2023e  2024e  2025e 2026e 2027e  2028e 2029 2030e
Sales 3,139 3,247 3,328 3,444 3,582 3,726 3,837 3,952 4,071 4,193 4,319 4,405 4,485
Sales change -11.9% 35% 25% 35% 4.0% 4.0% 3.0% 3.0% 3.0% 3.0% 3.0% 20% 18% 1.8%
EBIT 395 424 450 482 537 633 748 810 835 860 885 881 874
EBIT-margin 126% 13.1% 13.5% 14.0% 150% 17.0% 195% 20.5% 20.5% 20.5% 205% 200% 19.5%
Tax rate (EBT) 29.0% 330% 33.0% 300% 31.0% 31.0% 31.0% 31.0% 310% 31.0% 31.0% 31.0% 31.0%
NOPAT 280 284 302 338 371 437 516 559 576 593 611 608 603
Depreciation 324 344 368 344 322 298 269 237 244 252 259 264 269
in % of Sales 10.3% 106% 11.1% 10.0 % 9.0% 80% 7.0% 6.0% 6.0% 6.0% 6.0% 60% 60%
Changes in provisions 27 10 0 0 7 7 7 7 7 7 7 3 3
Change in Liquidity from
- Working Capital 11 28 -35 10 12 12 10 10 10 11 11 8 7
- Capex 220 235 235 258 251 242 230 237 244 252 259 264 269
Capex in % of Sales 7.0% 7.2% 7.1% 7.5% 7.0% 6.5% 6.0% 6.0% 6.0% 6.0% 6.0% 60% 60%
Other 0 0 0 0 0 0 0 0 0 0 0 0 0
,':Argge(l;as" Flow (WACC 400 375 469 414 437 487 552 556 573 590 607 604 599 610
PV of FCF 387 340 399 329 326 340 361 341 329 317 306 285 265 5,449
share of PVs 11.52 % 32.72 % 55.76 %
Model parameter Valuation (m)
Derivation of WACC: Derivation of Beta: Present values 2030e 4,324
Terminal Value 5,449
Debt ratio 20.00 % Financial Strength 1.20 Financial liabilities 1,250
Cost of debt (after tax) 1.3% Liquidity (share) 1.10 Pension liabilities 380
Market return 7.00 % Cyclicality 1.20 Hybrid capital 0
Risk free rate 1.50 % Transparency 1.00 Minority interest 630
Others 1.50 Market val. of investments 0
Liquidity 100 No. of shares (m) 108.0
WACC 6.75 % Beta 1.20 Equity Value 7,613 Value per share (EUR) 70.49

Sensitivity Value per Share (EUR)

Terminal Growth Delta EBIT-margin
Beta WACC 105% 130% 155% 1.80% 205% 230% 255% Beta WACC -15pp -1.0pp -05pp +0.0pp +0.5pp +1.0pp +1.5pp
143 7.7 % 50.99 5227 53.66 55.17 56.81 58.60 60.56 143 7.7 % 49.33 5128 5322 5517 5712 59.07 61.02
131 72% 56.89 5849 60.23 62.13 64.20 66.49 69.03 131 72% 55.74 57.87 60.00 62.13 64.25 66.38 68.51
126 7.0% 60.22 62.01 6396 66.11 6846 71.07 73.97 126 7.0% 59.42 6165 63.88 66.11 6833 70.56 72.79
120 6.7 % 63.85 65.86 68.06 7049 73.17 76.16 79.50 1.20 6.7 % 63.46 6580 68.15 7049 7283 7517 77.52
114 65% 67.81 70.08 7257 7534 78.41 81.86 85.73 114 65% 67.94 7040 7287 7534 77.81 80.27 8274
1.09 62 % 7215 7472 77,57 80.74 84.28 88.27 92.81 1.09 6.2 % 7292 7552 7813 80.74 83.34 8595 88.56
097 57% 82.23 8559 89.35 93.58 98.39 103.90 110.26 097 57 % 84.77 87.71 90.65 93.58 96.52 99.46 102.40

= Group revenue growth rates are a result of structurally declining print activities and digital growth businesses.
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Valuation

2014 2015 2016 2017 2018e 2019e 2020e
Price / Book 2.3x 2.5x 2.3 x 2.6 x 2.8 x 2.8 x 2.8 x
Book value per share ex intangibles -10.25 -16.98 -18.01 -15.02 -13.98 -12.80 -11.35
EV / Sales 1.8 x 2.0x 2.0x 2.0x 2.5x 2.3x 2.2x
EV / EBITDA 9.5 x 9.9 x 7.8x 9.5 x 10.8 x 9.9 x 9.1x
EV/EBIT 16.7 x 14.1 x 10.8 x 13.8 x 19.6 x 18.0 x 16.6 x
EV / EBIT adj.* 14.2 x 14.5 x 13.7 x 14.4 x 15.1 x 13.9 x 12.8 x
P /FCF 16.3 x 21.8 x 24.9 x 12.0 x 19.0 x 18.5 x 16.5 x
P/E 5.7 x 20.6 x 11.8 x 17.0 x 29.2 x 29.1 x 27.1 x
P /E adj.* 22.8 x 23.4 x 19.3 x 20.9 x 21.8 x 20.0 x 18.1 x
Dividend Yield 3.9% 3.5% 41 % 3.5% 3.3% 3.5% 3.7 %
FCF Potential Yield (on market EV) 19.7 % 6.3 % 9.1% 6.9 % 6.2 % 6.6 % 7.3%
*Adjustments made for: -
Company Specific Items

2014 2015 2016 2017 2018e 2019e 2020e
Sales News Media 1,561 1,582 1,482 1,510 1,471 1,455 1,433
Sales Marketing Media 794 879 856 985 460 475 480
Sales Classifieds Media 512 753 880 1,008 1,150 1,260 1,360
EPS adj 2.01 2.23 2.4 2.60 2.75 3.00 3.30
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Consolidated profit & loss

InEURm 2014 2015 2016 2017 2018e 2019 2020e
Sales 3,038 3,295 3,290 3,563 3,139 3,247 3,328
Change Sales yoy 8.4 % 8.5% -0.1 % 8.3 % -11.9 % 3.5% 25%
Increase / decrease in inventory 29 47 83 88 92 90 90
Own work capitalised 0 0 0 0 0 0 0
Total Sales 3,067 3,342 3,373 3,650 3,231 3,337 3,418
Material expenses 990 1,014 972 1,051 847 877 899
Gross profit 2,077 2,329 2,401 2,599 2,383 2,460 2,519
Gross profit margin 68.4 % 70.7 % 73.0 % 73.0 % 75.9 % 75.8 % 75.7 %
Personnel expenses 974 1,100 1,100 1,202 1,287 1,331 1,364
Other operating income 165 272 340 317 157 162 166
Other operating expenses 676 837 811 951 535 523 503
Unfrequent items 0 0 0 0 0 0 0
EBITDA 591 663 830 763 719 768 818
Margin 19.5 % 20.1 % 252 % 214 % 22.9 % 23.7% 24.6 %
Depreciation of fixed assets 45 49 53 55 57 58 58
EBITA 546 614 77 708 662 710 760
Amortisation of intangible assets 205 151 180 181 267 286 310
Goodwill amortisation 0 0 0 0 0 0 0
EBIT 336 463 598 527 395 424 450
Margin 11.1% 14.1 % 18.2% 14.8 % 12.6 % 13.1% 13.5 %
EBIT adj. 395 449 471 504 511 549 580
Interest income 0 0 0 0 0 0 0
Interest expenses 0 22 21 18 29 30 30
Other financial income (loss) 0 0 0 0 0 0 0
EBT 315 441 576 508 366 394 420
Margin 10.4 % 13.4 % 17.5 % 14.3 % 11.7 % 121 % 12.6 %
Total taxes 79 136 126 130 106 130 139
Net income from continuing operations 236 305 450 378 260 264 281
Income from discontinued operations (net of tax) 668 3 2 1 0 0 0
Net income before minorities 904 307 452 379 260 264 281
Minority interest 104 55 25 34 39 41 43
Net income 800 252 427 346 221 223 238
Margin 26.3 % 7.7 % 13.0 % 9.7 % 7.0 % 6.9 % 7.2%
Number of shares, average 99 100 108 108 108 108 108
EPS 8.08 2.53 3.96 3.20 2.05 2.06 2.21
EPS ad]. 2.01 2.23 241 2.60 2.75 3.00 3.30
*Adjustments made for:

Guidance: 2018e organic: adj. EBITDA low to mid single-digit % growth

Financial Ratios

2014 2015 2016 2017 2018e 2019e 2020e

Total Operating Costs / Sales 81.5% 81.3% 77.3 % 81.0 % 80.0 % 791 % 78.1 %
Operating Leverage 1.9x 4.5 x -203.7 x -1.4 x 21x 21x 2.5x
EBITDA / Interest expenses n.a. 29.9 x 38.8 x 41.5 x 24.8 x 25.6 x 27.3 x
Tax rate (EBT) 251 % 30.9 % 21.9% 25.6 % 29.0 % 33.0 % 33.0 %
Dividend Payout Ratio 75.6 % 58.9 % 45.6 % 54.3 % 83.1 % 85.9 % 84.4 %
Sales per Employee 223,375 242,272 241,926 261,963 230,784 238,750 244,706
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Consolidated balance sheet
InEURm 2014 2015 2016 2017 2018e 2019e 2020e
Assets
Goodwill and other intangible assets 3,018 3,897 4,162 3,905 3,808 3,687 3,542
thereof other intangible assets 1,315 1,648 1,768 1,625 1,528 1,407 1,262
thereof Goodwill 1,704 2,249 2,394 2,280 2,280 2,280 2,280
Property, plant and equipment 524 508 519 457 450 462 474
Financial assets 665 696 593 527 527 527 527
Other long-term assets 0 0 0 0 0 0 0
Fixed assets 4,206 5,100 5,275 4,888 4,785 4,676 4,543
Inventories 24 20 22 20 21 22 22
Accounts receivable 524 571 615 694 688 712 729
Liquid assets 383 254 224 217 352 361 364
Other short-term assets 421 560 321 617 659 669 665
Current assets 1,351 1,404 1,182 1,547 1,720 1,763 1,781
Total Assets 5,558 6,505 6,456 6,436 6,505 6,439 6,324
Liabilities and shareholders' equity
Subscribed capital 99 108 108 108 108 108 108
Capital reserve 43 500 500 500 500 500 500
Retained earnings 1,695 1,293 1,447 1,512 1,528 1,535 1,546
Other equity components 167 162 162 162 162 162 162
Shareholders' equity 2,004 2,063 2,217 2,282 2,298 2,305 2,316
Minority interest 351 449 421 511 511 511 511
Total equity 2,355 2,512 2,639 2,793 2,809 2,816 2,828
Provisions 726 682 664 872 901 921 926
thereof provisions for pensions and similar obligations 400 339 374 363 390 400 400
Financial liabilities (total) 1,051 1,253 1,259 1,237 1,237 1,112 950
thereof short-term financial liabilities 4 58 1 175 175 50 0
Accounts payable 314 343 380 462 447 454 465
Other liabilities 1,112 1,716 1,515 1,071 1,110 1,136 1,155
Liabilities 3,203 3,993 3,818 3,642 3,696 3,623 3,496
Total liabilities and shareholders' equity 5,558 6,505 6,456 6,436 6,505 6,439 6,324
Financial Ratios

2014 2015 2016 2017 2018e 2019e 2020e
Efficiency of Capital Employment
Operating Assets Turnover 4.0 x 4.4 x 4.2 x 5.0 x 4.4 x 4.4 x 4.4 x
Capital Employed Turnover 0.9x 0.9x 0.8 x 0.9x 0.8 x 0.8 x 0.9x
ROA 19.0 % 49 % 8.1% 71% 4.6 % 4.8 % 5.2%
Return on Capital
ROCE (NOPAT) 7.8% 8.8% 11.8 % 9.5% 6.8 % 71% 7.8 %
ROE 41.3 % 124 % 20.0 % 15.4 % 9.6 % 9.7 % 10.3 %
Adj. ROE 10.3 % 10.9 % 12.2 % 12.5% 13.0 % 14.1 % 15.4 %
Balance sheet quality
Net Debt 1,067 1,338 1,409 1,384 1,275 1,151 986
Net Financial Debt 668 999 1,035 1,020 885 751 586
Net Gearing 45.3 % 53.3 % 53.4 % 49.5 % 45.4 % 40.9 % 34.9 %
Net Fin. Debt / EBITDA 112.9 % 150.7 % 124.7 % 133.7 % 123.2 % 97.8 % 71.6 %
Book Value / Share 20.3 19.1 20.5 211 21.3 21.3 214
Book value per share ex intangibles -10.2 -17.0 -18.0 -15.0 -14.0 -12.8 -11.3
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Consolidated cash flow statement
InEURm 2014 2015 2016 2017 2018e 2019 2020e
Net income 904 307 452 379 260 264 281
Depreciation of fixed assets 45 49 53 54 57 58 58
Amortisation of goodwill 0 0 0 0 0 0 0
Amortisation of intangible assets 205 151 180 181 267 286 310
Increase/decrease in long-term provisions 112 -60 34 -10 27 10 0
Other non-cash income and expenses -896 -63 -351 -118 -40 -15 -15
Cash Flow before NWC change 370 384 367 486 570 603 634
Increase / decrease in inventory 0 4 -2 2 -1 -1 -1
Increase / decrease in accounts receivable -51 -47 -44 -79 6 -24 -18
Increase / decrease in accounts payable 42 29 37 82 -15 7 11
Increase / decrease in other working capital positions 0 0 0 0 0 0 0
Increase / decrease in working capital (total) -9 -14 -9 5 -10 -18 -7
Net cash provided by operating activities [1] 361 370 359 491 560 585 627
Investments in intangible assets -48 -55 -70 0 -170 -165 -165
Investments in property, plant and equipment -35 -76 -87 0 -50 -70 -70
Payments for acquisitions -532 -709 -365 0 0 0 0
Financial investments -40 0 -33 0 0 0 0
Income from asset disposals 761 294 461 7 0 0 0
Net cash provided by investing activities [2] 93 -546 -94 -194 -220 -235 -235
Change in financial liabilities 331 269 6 -22 0 -125 -162
Dividends paid -178 -178 -194 -205 -205 -216 -227
Purchase of own shares 0 0 0 0 0 0 0
Capital measures 0 0 0 0 0 0 0
Other -497 -40 -112 -54 0 0 0
Net cash provided by financing activities [3] -344 51 -300 -282 -205 -341 -389
Change in liquid funds [1]+[2]+[3] 110 -126 -36 15 135 9 4
Effects of exchange-rate changes on cash 25 -4 0 0 0 0 0
Cash and cash equivalent at end of period 383 254 218 239 352 361 364
Financial Ratios

2014 2015 2016 2017 2018e 2019e 2020e
Cash Flow
FCF 265 222 195 280 329 338 380
Free Cash Flow / Sales 9.1 % 72% 6.1 % 13.8 % 10.8 % 10.8 % 11.8 %
Free Cash Flow Potential 1,101 414 586 504 477 503 544
Free Cash Flow / Net Profit 34.7 % 94.4 % 473 % 142.0 % 154.1 % 157.0 % 164.6 %
Interest Received / Avg. Cash 0.0 % 0.0 % 0.0 % 0.0% 0.0 % 0.0 % 0.0 %
Interest Paid / Avg. Debt 0.0 % 1.9% 1.7 % 1.5% 23% 2.6% 29%
Management of Funds
Investment ratio 2.7 % 4.0 % 4.8 % 0.0 % 7.0% 7.2% 71%
Maint. Capex / Sales 2.6 % 3.5% 3.6 % 3.6 % 4.3 % 4.2% 41 %
Capex / Dep 32.5% 65.8 % 67.4 % 0.0 % 68.0 % 68.3 % 63.9 %
Avg. Working Capital / Sales 7.6 % 7.3% 77% 71% 8.2% 8.3% 8.5%
Trade Debtors / Trade Creditors 167.1 % 166.5 % 161.9 % 150.2 % 153.8 % 156.9 % 156.9 %
Inventory Turnover 41.9 x 50.4 x 45.0 x 53.1 x 40.5 x 40.6 x 40.5x
Receivables collection period (days) 63 63 68 7 80 80 80
Payables payment period (days) 116 123 143 160 193 189 189
Cash conversion cycle (Days) -105 -115 -133 -152 -182 -178 -178
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LEGAL DISCLAIMER

This research report (“investment recommendation”) was prepared by the Warburg Research GmbH, a fully owned subsidiary of the M.M.Warburg &
CO (AG & Co.) KGaA and is passed on by the M.M.Warburg & CO (AG & Co.) KGaA. It is intended solely for the recipient and may not be passed on
to another company without their prior consent, regardless of whether the company is part of the same corporation or not. It contains selected
information and does not purport to be complete. The investment recommendation is based on publicly available information and data ("information™)
believed to be accurate and complete. Warburg Research GmbH neither examines the information for accuracy and completeness, nor guarantees its
accuracy and completeness. Possible errors or incompleteness of the information do not constitute grounds for liability of M.M.Warburg & CO (AG &
Co.) KGaA or Warburg Research GmbH for damages of any kind whatsoever, and M.M.Warburg & CO (AG & Co.) KGaA and Warburg Research
GmbH are not liable for indirect and/or direct and/or consequential damages. In particular, neither M.M.Warburg & CO (AG & Co.) KGaA nor Warburg
Research GmbH are liable for the statements, plans or other details contained in these investment recommendations concerning the examined
companies, their affiliated companies, strategies, economic situations, market and competitive situations, regulatory environment, etc. Although due
care has been taken in compiling this investment recommendation, it cannot be excluded that it is incomplete or contains errors. M.M.Warburg & CO
(AG & Co.) KGaA and Warburg Research GmbH, their shareholders and employees are not liable for the accuracy and completeness of the
statements, estimations and the conclusions derived from the information contained in this investment recommendation. Provided a investment
recommendation is being transmitted in connection with an existing contractual relationship, i.e. financial advisory or similar services, the liability of
M.M.Warburg & CO (AG & Co.) KGaA and Warburg Research GmbH shall be restricted to gross negligence and wilful misconduct. In case of failure in
essential tasks, M.M.Warburg & CO (AG & Co.) KGaA and Warburg Research GmbH are liable for normal negligence. In any case, the liability of
M.M.Warburg & CO (AG & Co.) KGaA and Warburg Research GmbH is limited to typical, expectable damages. This investment recommendation does
not constitute an offer or a solicitation of an offer for the purchase or sale of any security. Partners, directors or employees of M.M.Warburg & CO (AG
& Co.) KGaA, Warburg Research GmbH or affiliated companies may serve in a position of responsibility, i.e. on the board of directors of companies
mentioned in the report. Opinions expressed in this investment recommendation are subject to change without notice. All rights reserved.

COPYRIGHT NOTICE

This work including all its parts is protected by copyright. Any use beyond the limits provided by copyright law without permission is prohibited and
punishable. This applies, in particular, to reproductions, translations, microfilming, and storage and processing on electronic media of the entire content
or parts thereof.

DISCLOSURE ACCORDING TO §85 OF THE GERMAN SECURITIES TRADING ACT (WHPG), MAR AND MIFID Il INCL.
COMMISSION DELEGATED REGULATION (EU) 2016/958 AND (EU) 2017/565

The valuation underlying the investment recommendation for the company analysed here is based on generally accepted and widely used methods of
fundamental analysis, such as e.g. DCF Model, Free Cash Flow Potential, Peer Group Comparison or Sum of the Parts Model (see also
http://www.mmwarburg.de/disclaimer/disclaimer.htm#Valuation). The result of this fundamental valuation is modified to take into consideration the
analyst’s assessment as regards the expected development of investor sentiment and its impact on the share price.

Independent of the applied valuation methods, there is the risk that the price target will not be met, for instance because of unforeseen changes in
demand for the company’s products, changes in management, technology, economic development, interest rate development, operating and/or
material costs, competitive pressure, supervisory law, exchange rate, tax rate etc. For investments in foreign markets and instruments there are further
risks, generally based on exchange rate changes or changes in political and social conditions.

This commentary reflects the opinion of the relevant author at the point in time of its compilation. A change in the fundamental factors underlying the
valuation can mean that the valuation is subsequently no longer accurate. Whether, or in what time frame, an update of this commentary follows is not
determined in advance.

Additional internal and organisational arrangements to prevent or to deal with conflicts of interest have been implemented. Among these are the spatial
separation of Warburg Research GmbH from M.M.Warburg & CO (AG & Co.) KGaA and the creation of areas of confidentiality. This prevents the
exchange of information, which could form the basis of conflicts of interest for Warburg Research in terms of the analysed issuers or their financial
instruments.

The analysts of Warburg Research GmbH do not receive a gratuity — directly or indirectly — from the investment banking activities of M.M.Warburg &
CO (AG & Co.) KGaA or of any company within the Warburg-Group.

All prices of financial instruments given in this investment recommendation are the closing prices on the last stock-market trading day before the
publication date stated, unless another point in time is explicitly stated.

M.M.Warburg & CO (AG & Co.) KGaA and Warburg Research GmbH are subject to the supervision of the Federal Financial Supervisory Authority,
BaFin. M.M.Warburg & CO (AG & Co.) KGaA is additionally subject to the supervision of the European Central Bank (ECB).

SOURCES

All data and consensus estimates have been obtained from FactSet except where stated otherwise.
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Additional information for clients in the United States

1. This research report (the “Report”) is a product of Warburg Research GmbH, Germany, a fully owned subsidiary of M.M.Warburg & CO (AG & Co.)
KGaA, Germany (in the following collectively “Warburg”). Warburg is the employer of the research analyst(s), who have prepared the Report. The
research analyst(s) reside outside the United States and are not associated persons of any U.S. regulated broker-dealer and therefore are not subject
to the supervision of any U.S. regulated broker-dealer.

2. The Report is provided in the United States for distribution solely to "major U.S. institutional investors" under Rule 15a-6 of the U.S. Securities
Exchange Act of 1934.

3. Any recipient of the Report should effect transactions in the securities discussed in the Report only through J.P.P. Euro-Securities, Inc., Delaware.

4. J.P.P. Euro-Securities, Inc. does not accept or receive any compensation of any kind for the dissemination of the research reports from Warburg.

Reference in accordance with section 85 of the German Securities Trading Act (WpHG) and Art. 20 MAR regarding possible
conflicts of interest with companies analysed:

Warburg Research, or an affiliated company, or an employee of one of these companies responsible for the compilation of the research, hold

-1- . :
a share of more than 5% of the equity capital of the analysed company.
Warburg Research, or an affiliated company, within the last twelve months participated in the management of a consortium for an issue in

-2- the course of a public offering of such financial instruments, which are, or the issuer of which is, the subject of the investment
recommendation.

3 Companies affiliated with Warburg Research manage financial instruments, which are, or the issuers of which are, subject of the
investment recommendation, in a market based on the provision of buy or sell contracts.
MMWB, Warburg Research, or an affiliated company, reached an agreement with the issuer to provide investment banking and/or

4 investment services and the relevant agreement was in force in the last 12 months or there arose for this period, based on the relevant
agreement, the obligation to provide or to receive a service or compensation - provided that this disclosure does not result in the disclosure of
confidential business information.

5 The company compiling the analysis or an affiliated company had reached an agreement on the compilation of the investment
recommendation with the analysed company.

-6- Companies affiliated with Warburg Research regularly trade financial instruments of the analysed company or derivatives of these.

6a Warburg Research, or an affiliated company, holds a net long position of more than 0.5% of the total issued share capital of the analysed
company.

6b Warburg Research, or an affiliated company, holds a net short position of more than 0.5% of the total issued share capital of the analysed
company.

-6¢- The issuer holds shares of more than 5% of the total issued capital of Warburg Research or an affiliated company.

7 The company preparing the analysis as well as its affiliated companies and employees have other important interests in relation to the

analysed company, such as, for example, the exercising of mandates at analysed companies.

This report has been made accessible to the company analysed and was modified thereafter.

Company Disclosure Link to the historical price targets and rating changes (last 12 months)

Axel Springer 6 http://www.mmwarburg.com/disclaimer/disclaimer en/DE0005501357.htm
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INVESTMENT RECOMMENDATION

Investment recommendation: expected direction of the share price development of the financial instrument up to the given price target in the opinion of
the analyst who covers this financial instrument.

-B- Buy: The price of the analysed financial instrument is expected to rise over the next 12 months.

H- Hold: The price of the analysed financial instrument is expected to remain mostly flat over the next 12
months.

-S- Sell: The price of the analysed financial instrument is expected to fall over the next 12 months.

- Rating suspended: The available information currently does not permit an evaluation of the company.

WARBURG RESEARCH GMBH — ANALYSED RESEARCH UNIVERSE BY RATING

Rating Number of stocks % of Universe
Buy 109 54
Hold 89 44
Sell 4 2
Rating suspended 0 0
Total 202 100

WARBURG RESEARCH GMBH — ANALYSED RESEARCH UNIVERSE BY RATING ...

... taking into account only those companies which were provided with major investment services in the last twelve months.

Rating Number of stocks % of Universe
Buy 33 72
Hold 13 28
Sell 0 0
Rating suspended 0 0
Total 46 100

PRICE AND RATING HISTORY AXEL SPRINGER AS OF 19.06.2018
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