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Buy (Hold) 

EUR 23.10 (EUR 30.00) 

  

Price EUR 17.90 

Upside 29.1 % 

  
 

 Value Indicators: EUR  Share data:   Description:  

 DCF: 23.10 

FCF-Value Potential 2021e: 29.80 

SotP 2021e: 29.20 

 Bloomberg: FNTN GR 

Reuters: FNTGN 

ISIN: DE000A0Z2ZZ5 

 Mobile communication, terrestrial 
and IP TV consumer services with c. 
12.8m paying subs 

   

   

         
 Market Snapshot: EUR m  Shareholders:   Risk Profile (WRe): 2019e 

 Market cap: 2,291

No. of shares (m): 128

EV: 4,058

Freefloat MC: 2,291

Ø Trad. Vol. (30d): 8.36 m

 
 

Freefloat 100.0 %

Flossbach von Storch AG 15.4 %

BlackRock Inc. 5.3 %

 

 

 Beta: 1.2 

Price / Book: 1.7 x 

Equity Ratio: 28 % 

Net Fin. Debt / EBITDA: 3.7 x 

Net Debt / EBITDA: 4.1 x 

   

   

   

   
 

 

Stationary sales exposure proves to be sustainable USP; Upgrade to Buy 

Freenet (FNTN) has come in for criticism for its heavy exposure to stationary distribution channels (WRe: 62.5% of the company’s mobile sales 

in FY 2018) in times of momentous structural shifts in consumer behaviour towards online channels. On the contrary, we regard the company’s 

mobile performance and its ability to fund a stable dividend as intact, considering consumer preferences for omnichannel and FNTN’s stable 

postpaid customer base which is founded on stationary sales channels (WRe 90%) and accounted for 91.6% of service revenues in FY 2018. 

Omnichannel and the stable postpaid customer base are key to facing structural change, in our view, and help to sustainably fund the 

company’s attractive dividend. 

� Mobile business: Despite a highly competitive market environment, FNTN’s mobile business proved stable (Q1 2019 MSR revenues up by 

1.1% to EUR 397.2m; EBITDA adj. for IFRS 16 at EUR 92.1m,  +10.4% yoy). Furthermore, we see clear evidence of protection from the shift 

to online distribution channels in the company’s postpaid customer base as customers are increasingly showing a preference for omnichannel 

(42% pick-up rate in Ceconomy’s online sales in FY 2017/18; +200bps yoy) as shown by the robust postpaid customer CAGR of 1.5% from 

2010-2018 (vs. FNTN’s total mobile customer base CAGR of -3.7% over the same period). FNTN’s nofrills customer base, which is more 

price sensitive and consequently more online-conscious, accounted for only 3.2% of the company’s mobile service revenues in FY 2018 and 

emphasises therefore the low structural exposure of the company towards an offline-online retail shift. 

� TV&Media: The side business TV&Media, which tends to be overlooked, (sales of EUR 275m / 9.5% of total sales in FY 2018) offers some 

attractive growth potential in the scope of the increasingly popular waipu.tv IPTV solution, which is currently fully funded by the related B2B 

and DVB-T2 (freenet TV) business segments. An above-market sales CAGR of 78.1% until FY 2021 (WRe) based on recent strategic 

partnerships with Samsung and Telefónica Deutschland could turn the business cash-positive from FY 2021 onwards (WRe: IPTV with a neg. 

FCF of EUR 15m in FY 2019), which would free up additional and distributable funds to bolster the company’s dividend distribution power. 

� Free cash flow and dividend: The lion’s share of FNTN’s dividend (FY 2019: EUR 211.2m / EUR 1.65 per share) is assumed to be funded 

by its mobile postpaid customers (WRe: 91.5% of FY 2019’s dividend). With flattish assumptions for the company’s TV&Media segment ex. 

waipu (WRe: sales CAGR of -3.4% until FY 2021) and the anticipation of breakeven in the currently loss-making IPTV in FY 2021, we 

consider potential concerns regarding a dividend decline as overdone. Thus, at the current share price, FNTN’s dividend amortises related 

acquisition costs in approx. 11 years. 

In conclusion, we regard fears of a structural deterioration in FNTN’s mobile business as exaggerated and see further potential in its soaring 

IPTV segment, a potential change in the network operator landscape, and the sale of the non-strategic Sunrise asset. Based on the attractive 

upside to our base case fair value and the appealing dividend yield of 9.2%, we upgrade the stock to Buy with a PT of EUR 23.1. 

 

   

 

          

FY End: 31.12. 
in EUR m 

CAGR 
(18-21e) 2015 2016 2017 2018 2019e 2020e 2021e 

         

         

Sales 0.8 % 3,118 3,362 3,507 2,897 2,882 2,916 2,965 

Change Sales yoy  2.5 % 7.8 % 4.3 % -17.4 % -0.5 % 1.2 % 1.7 % 

Gross profit margin 1.6 % 25.7 % 27.3 % 27.6 % 31.8 % 32.5 % 32.9 % 33.3 % 

EBITDA -4.2 % 370 439 541 525 436 445 462 

EBITDA adj. 1.5 % 370 402 409 441 436 445 462 

Margin  11.9 % 12.0 % 11.7 % 15.2 % 15.1 % 15.3 % 15.6 % 

EBIT 0.3 % 299 278 261 312 292 300 315 

Margin  9.6 % 8.3 % 7.4 % 10.8 % 10.1 % 10.3 % 10.6 % 

Net income 2.9 % 221 228 287 223 213 224 243 

                  EPS 3.0 % 1.73 1.78 2.24 1.74 1.66 1.75 1.90 

DPS 0.0 % 1.55 1.60 1.65 1.65 1.65 1.65 1.65 

Dividend Yield  5.3 % 6.2 % 5.7 % 6.9 % 9.2 % 9.2 % 9.2 % 

FCFPS  1.87 2.12 2.01 1.95 1.98 2.06 2.13 

                  EV / Sales  1.3 x 1.6 x 1.6 x 1.8 x 1.4 x 1.4 x 1.3 x 

EV / EBITDA  11.3 x 11.9 x 10.3 x 9.8 x 9.3 x 9.0 x 8.5 x 

EV / EBIT  13.9 x 18.9 x 21.4 x 16.5 x 13.9 x 13.3 x 12.5 x 

P / E  16.9 x 14.6 x 13.0 x 13.7 x 10.8 x 10.2 x 9.4 x 

P / E adj.  16.9 x 14.6 x 13.0 x 13.7 x 10.8 x 10.2 x 9.4 x 

FCF Potential Yield  7.2 % 6.7 % 7.8 % 8.2 % 9.0 % 9.3 % 9.8 % 

                  Net Debt  428 1,911 1,846 2,091 1,767 1,712 1,648 

ROCE (NOPAT)  14.4 % 9.6 % 6.7 % 8.5 % 7.8 % 8.4 % 8.9 % 
Guidance: Revenues 19e: stable ; EBITDA 19e: EUR 420m - EUR 440m; FCF 19e: 240m-260m 

 

 

Rel. Performance vs MDAX: 

1 month: -0.3 %

6 months: -12.1 %

Year to date: -10.8 %

Trailing 12 months: -21.5 %

 
Company events: 

08.08.19 Q2

07.11.19 Q3

 

 
 



Freenet  
  

 

 
    

NO T E  Publ ished 04 .07 .2019  2

     

RESEARCH

 

Sales development 
in EUR m 

 

Source: Warburg Research 

 

Contract customers 
in m 

 

Source: Warburg Research 

 

EBIT development 
in EUR m 

Source: Warburg Research 
 

Company Background 

� Freenet is a German mobile service provider with ~11m SIM cards in operation. The group operates the side arm business TV&Media 

with terrestrial TV (1m subs) and a growing cloud-based video and terrestrial TV services. 

� In its mobile business, Freenet accesses and resells tariffs from existing German MNOs under its own brands (main brand: mobilcom-

debitel) 

� One of the core assets of Freenet is its strong nationwide point of sales network (530 own shops and 400 Media-Saturn POS) over 

which Freenet has contact to millions of end consumers each year.  

Competitive Quality 

� Mobile service providers (MSP) do not operate their own mobile networks, which means that capex and technological risks are low in 

comparison to network operators (MNO). 

� A high share of variable costs as network usage expenses and customer acquisition costs are variable meaning the cost structures 

can be flexibly adapted. 

� Freenet's sales organization can be leveraged to sell and market other electronic and TV/video-related products. 

� As an MSP, Freenet can market the contracts of currently three network operators in Germany giving Freenet the largest product 

range in comparison to competitors. 

� Access to all MNO tariffs and access to all technologies without a time-lag.  

EBT development 
in EUR m 

Source: Warburg Research 
 

ARPU contract customers  
in EUR 

Source: Warburg Research 
 

Net income development 
in EUR m 

Source: Warburg Research 
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Summary of Investment Case 

Investment triggers 

� Besides FNTN’s strategic acquisition of a significant stake in Ceconomy (9.1% for EUR 277m) to strengthen its crucial distribution 

partner, the company’s asset allocation decision regarding Sunrise (24.56% for EUR 736m) and recent reporting changes has spread

confusion among its investors. While we acknowledge some level of confusion, a few quarters of stable mobile performance and the 

potential growth of FNTN’s IPTV product waipu.tv should restore investor confidence in our view. We see potential for share price 

appreciation simply in a stable mobile business with the opportunity to participate in an attractive IPTV growth market.  

� As evidenced by FNTN’s recent Q1 reporting, the MSP business (Q1 2019 MSR revenues up by 1.1% to EUR 397.2m; EBITDA adj. 

for IFRS 16 at EUR 92.1m / +10.4% yoy) proved to be stable and very adjustable in terms of its cost structure, which allows FNTN to 

respond even to a highly competitive market environment and secure an attractive level of profitability. 

� Besides FNTN’s organic development, we regard a sale of the non-strategic asset Sunrise (market value of EUR 700m) to reduce 

leverage or a potential new partnership with 1&1 Drillisch as additional triggers to drive FNTN’s share price. 

 

Valuation 

� We derive a DCF-based price target of EUR 23.10 per share. 

� A sum-of-the-parts valuation, in which we separately value FNTN’s mobile and TV&Media segment, is based on historical trading 

multiples for the company’s assumed steady-state segments (Mobile and TV&Media excl. waipu.tv) and on a set of traded peer 

companies from the IPTV sector (for waipu.tv). The SotP valuation reveals some further upside (FV of EUR 29.20) but does not 

reflect the growth dynamics of FNTN’s different segments as precisely, in our view. 

 

Growth 

� Historical growth: 

o 2010-2018: +1.1% CAGR 

� We forecast a sales CAGR of 0.8% p.a. over the period 2019-2021 

o Sales growth should be mostly driven by a soaring IPTV business (WRe: sales CAGR of 78.1% from 2019-2021) 

o TV&Media ex. Waipu is assumed to grow at a CAGR of -3.4% p.a. due to the sale of FNTN’s ukw business (WRe: 

missing EUR 40m in sales from FY 2019 onwards) and the flattish growth prospects 

o Mobile is assumed to show a CAGR of 0.6% p.a. over the same period in a steady-state scenario 

 

Competitive quality 

� As a Mobile Service Provider (MSP) with a market share of 9.7% in FY 2018, FNTN purely resells tariffs from MNOs under its own 

brands. It is therefore not exposed to capex or technological risks but has full access to the latest technologies. 

� The company boasts a strong nationwide point of sales network (ca. 530 own shops and approx. 400 shops of Media-Saturn with an 

exclusive distribution partnership), which offers attractive customer proximity and is therefore highly attractive for existing MNOs. 

� FNTN’s sales organisation is very flexible and can be further leveraged to market other electronic and TV/video-related products. 

Warburg versus consensus 

� Sales: We are slightly below consensus estimates for the FY 2019/20 (-0.6% and -0.4%, respectively) as we assume a somewhat

weaker mobile postpaid and freenet.TV momentum. 

� EBITDA: We are slightly ahead of consensus with our EBITDA estimates for the FY 2019/20 (+1.1% and +2.2%, respectively). 

Besides a better IPTV performance, reasons for this deviation are assumed in relation to the first-time application of IFRS 16. 

� Free Cash Flow: We are ahead of FY 2019 FCF consensus estimate (WRe +2.7%) but are broadly in line for the following years. 
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Company Overview 

 
Source: Company data, Warburg Research 
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Different points of view, same business 

Freenet’s subdued share price performance since 2018 (-43%) has raised questions 

about the operational performance and sustainability of the business. 

We have identified the following reasons for the share price setback: 

� FNTN’s significant stationary sales exposure: We estimate that 62.5% of the 

company’s sales are generated through stationary distribution channels 

� Ceconomy’s operational performance as a crucial distribution channel: The 

retailer recently posted three consecutive profit warnings, cut its dividend, and 

appointed a new management in FY 2017/18. We assume a sales contribution of 45% 

resulting from this mostly stationary channel. 

� Unclear future of FNTN’s business model as a service provider: In contrast to the

clear legal framework for service providers linked to the UMTS spectrum auction until 

2020, subsequent German spectrum auctions in 2015 and 2019 lacked a clear 

obligation for network operators to allow service providers access to their networks. 

� Declining trend in FNTN’s customer base in the last years: The company’s 

customer base declined with a CAGR of -3.7% from 2010-2018. 

� Recent changes in the company’s financial reporting: A separation of inter-

segment allocations revealed a declining EBITDA trend in FNTN’s mobile business in 

FY 2017. 

� Questionable asset allocation decisions: FNTN holds significant stakes in Sunrise 

(24.56% for EUR 736m) and Ceconomy (9.1% for EUR 277m). 

Our view, however, is contrary to the above-mentioned negative aspects of FNTN’s 

business based on: 

� Omnichannel customer preferences: Ceconomy boasts a 42% pick-up rate among 

its soaring online sales (+ 12.7% yoy / 12.1% of total sales in FY 2017/18). 

� FNTN’s shareholder influence on Ceconomy: Freenet’s 9.1% stake in Ceconomy 

bolstered Ceconomy’s capital structure and gave Freenet influence over Ceconomy’s

restructuring efforts. 

� German 5G auction comes with updated MNO obligations: The recent spectrum 

auction in Germany provided further legal clarity for FNTN’s business by updating

obligations for MNOs to negotiate with third parties and not to discriminate between

internal and external parties. 

� FNTN’s postpaid customer base has proven to be stable: Postpaid customers

account for 91.6% of FNTN’s service revenues and grew by a CAGR of 1.5% between 

2010 and 2018. 

� Overall transparency seen as a positive step: We welcome FNTN’s more 

transparent presentation of the performance of the individual segments without the 

consideration of inter-segment value streams. 

� Asset allocation motivation is either strategic or capital-accretive: FNTN’s sunrise 

stake currently yields approx. EUR 40m in dividends annually (vs. EUR 12m in interest, 

which covers the full asset financing) while the Ceconomy stake strengthens the sales 

partnership between the two retailers. 
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 Mobile – Providing for stability 

� No significant deterioration expected for Freenet’s market share; steady-state 

postpaid momentum should secure 9.5% to 9.7% of the German mobile market 

� Stationary sales exposure / Media-Saturn (Ceconomy) sales channel gives rise to 

concern regarding the sustainability of the business model and the potential threat 

that customers will opt for more transparent online distribution channels 

� Negative stationary sales scenario fails to acknowledge the value of omnichannel 

support, the steady-state postpaid trend, and FNTN’s monitoring of individual store 

performance – WRe PT at EUR 23.1 

 

 

Market growth limited to new 
technologies & appliances 

 

German mobile market 

The German mobile market (excl. handsets) was valued at EUR 20bn in 2018 and is 

expected to grow by 1.6% in 2019 according to Bitkom. 

While the penetration of SIM cards among 83m mobile customers already stands at 

165% in 2018, further growth triggers are limited to the soaring data consumption (CAGR 

of 49.9% over the last five years) and future technologies such as IoT (expected 1% 

CAGR of mobile subscriptions in Western Europe until 2024 according to Ericsson), 

which require additional subscriptions per consumer. 

 

Mobile penetration in Germany 

 

Source: Bundesnetzagentur, Warburg Research
 

 

Germany’s MVNO 1&1 Drillisch 

shows market share gains 
 

 

While the German mobile landscape is largely dominated by network operators (81.6% 

market share in terms of sales in 2018), service providers continuously improved their 

market share to 18.4% (+90 bps yoy) in 2018. As most of the growth comes from virtual 

network operator 1&1 Drillisch (+20.4% sales growth yoy adj. for IFRS 15 effects in 

2018), FNTN’s market share (adj. for IFRS 15 MNO commission recognition) was 

broadly stable at 9.7% (-20bps yoy). 

Recent action by the MVNO 1&1 Drillisch to become a fourth mobile network operator 

offer additional opportunities for FNTN in terms of both an increased number of mobile 

tariffs and a fourth supplier availing of the company’s unique sales channels and 

consequently increasing the MSP’s attractive MNO commission income. 
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German mobile sales by segment and provider 

 

 

Source: Bundesnetzagentur, Company data, Warburg Research 

 

MSP business model secured 
by recent spectrum auction terms 

 

 

Business model 

As a German mobile service provider (MSP), Freenet does not operate its own network 

infrastructure but rather accesses and resells tariffs from existing German mobile 

network operators under its own brands (main brand: mobilcom-debitel). The business 

model is secured by recently updated obligations, legally binding MNOs to negotiate with 

third parties based on legacy contracts and to not to discriminate between internal and 

external parties. Consequently, FNTN’s access to MNO tariffs and new technologies is 

secured until 2040. German MNOs can also take advantage of FNTN’s attractive 

distribution channels and therefore make more efficient use of its own network 

capacities. The business is additionally secured by game-theory, as such, as the 

avoidance of FNTN by one MNO can be exploited by a competitor to benefit from

FNTN’s unique customer acquisition potential. 

One of FNTN’s core assets is its nationwide, strong point-of-sale network which reaches

millions of end-consumers each year. The network comprises 530 of its own shops, 400 

Media-Saturn-Deutschland GmbH (Ceconomy) consumer electronic stores, and 

complementary online distribution channels of both partners. We assume Ceconomy 

(CEC) represents one of FNTN’s most crucial distribution channels with a sales 

contribution of 45% (WRe) of FNTN’s mobile sales (compares to a FNTN mobile vs.

CEC sales correlation of 0.5). Consequently, FNTN recently extended its exclusive 

distribution partnership with CEC until 2022. This partnership has been in place for more 

than 25 years, (respective capitalised distribution rights of EUR 43.8m in FY 2018, 

amortisation of EUR 25m yoy). 
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Sales correlation of FNTN vs CEC 

 

 

Source: Bundesnetzagentur, Company data, Warburg Research 

 

Stationary sales channel a focus of  
criticism 

 

 

Stationary sales channel – An Achilles heel?  

Frequently, concerns have been raised regarding FNTN’s dependence on stationary 

trading and the uncertain outlook of this business as customers increasingly opt to 

purchase electronic products (incl. mobile tariffs) online. 

While we stick to the current market forecast of German Handelsverband Deutschland 

(HDE) in our base case, which sees nominal growth of 1.2% for stationary trading (and 

9% for online trading) in Germany in FY 2019, FNTN’s distribution channels must be 

examined in greater detail to evaluate potential risks of a stationary downturn. 

We estimate that 62.5% of FNTN’s sales are generated in stationary sales channels 

(thereof 35% of CEC, in line with the HDE estimate of 11% of retail sales generated 

online in FY 2019). A potential downturn scenario could be derived from strategy&’s 

market forecast of a declining retail sales footprint for consumer electronics and 

appliances of -6.5% CAGR until FY 2020. In this scenario, however, the lost market 

share should be partly compensated for by FNTN’s online exposure. Therefore, we 

assume a translation factor adjusted for FNTN’s mobile customer market share (100% –

17.1% = 82.9%) to account for lost stationary customers opting for FNTN online tariffs

relative to its market share. 
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Assumptions for a negative stationary sales scenario 

 

 

Source: Company data, strategy&, HDE, Warburg Research 

 

We applied both scenarios of a steady-state mobile business (flat postpaid gross adds of 

1.38m p.a.) and a decay in stationary trading (-3.4% p.a. decline in postpaid gross adds)

to FNTN’s postpaid gross adds. Derived group sales growth of either 1.1% CAGR until 

2030 or negative 0.6% CAGR until 2030 result in an implied mobile market share for 

FNTN of either 9.5% or 7.9% in FY 2030 compared to its share of 9.7% in FY 2018. 

While the base case scenario allows for attractive stable dividend streams and results in 

a fair value (WRe FV of EUR 23.1 per share), a deterioration of FNTN’s crucial stationary 

distribution channel still reveals some downside to current share price (WRe FV of EUR 

14.9 per share). A related decline in future dividends would be inevitable as FNTN’s 

TV&Mobile side business is assumed to be insufficient to make up for lost cash 

generated by its mobile postpaid operations (WRe: mobile postpaid covers 91.5% of 

FNTN’s FY 2019 dividend of EUR 211.2m / EUR 1.65 per share). 

 

FNTN’s outlook – mobile steady state vs. stationary decay 

 

 

Source: Company data, strategy&, HDE, Warburg Research
 

 

Customers opting for omnichannel 
solutions provide protection 

 

 

While a stationary decline clearly appears to be a major threat to FNTN’s business, the 

protection provided by FNTN’s distribution channel CEC is being overlooked, in our view. 

Ceconomy’s online sales increased by +12.7% yoy and represented 12.1% of total sales 

in FY 2017/18 while some 42% (+200 bps yoy) of these online sales were picked up by 
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customers in stationary outlets (Ceconomy description: “pick-up” rate).   

Consequently, the structural consumer substitution of stationary with online channels is 

partly offset, as almost half of CEC’s online customers are opting for the omnichannel 

solution to pick up or collect their purchases. In our view, this represents solid protection

for FNTN’s stationary points of sale. 

Strategic measures including the clear focus on FNTN’s mobile postpaid customer base 

and the ability to monitor the performance of individual stores should, in our view, secure 

a stable revenue pillar and the flexibility to react to inefficient sales points. 

Especially the negative mobile customer trend of FNTN (CAGR of -3.7% from 2010 –

2018) should not be seen as a sign of a deteriorating business as FNTN’s mobile 

postpaid customers accounted for 91.6% of mobile service revenues in FY 2018, grew 

by a CAGR of 1.5% over the same period, and is assumed to be the most profitable 

customer group as it funded 91.5% (WRe) of FNTN’s FY 2018 dividend. Consequently, 

the company needs to secure its 1.38m postpaid gross adds annually (WRe) vs. the 

company’s overall mobile gross adds of 2.58m in FY 2018 in order to sustain its 

appealing cash-generating profile. This objective should be very attainable in our view 

considering the significantly higher ratio of mobile postpaid customers acquired in

FNTN’s stationary sales channels (WRe: 90%). 

Moreover, we regard the price-sensitive nofrills mobile customers as the main target 

group for migration to more transparent online offers. The low share of service revenues 

generated by FNTN’s nofrills customer base (EUR 53.5m / 3.2% of FY 2018 service 

revenues) consequently makes the company less exposed to such a trend. 

Therefore, we regard a steady state mobile business with an implied flattish mobile 

postpaid trend (postpaid gross adds of 1.38m p.a.) as most likely. The fair share price

should consequently be seen at EUR 23.1.  

 

Drillisch as a fourth MNO is favourable 
for FNTN’s MSP business 

 

 

Drillisch’s potential MNO impact 

FNTN’s business model relies heavily on premiums and commission (EUR 606.2m in FY 

2018, -2.1% yoy) paid by MNOs to access FNTN’s distribution channels and to

incentivise the company to market their mobile tariffs. 

Current plans by 1&1 Drillisch to transform its business model to become a network 

operator will potentially increase competition in the German mobile market and lead to 

greater diversification in the choice of mobile tariffs. Both scenarios could be favourable 

for the MSP if 1&1 Drillisch wished to avail of FNTN’s sales force. 

In a scenario analysis, we assume DRI would increase FNTN’s MNO commission 

income by approx. EUR 60m by FY 2021 relative to its mobile market share (DRI FY 

2021 market share of 11.4%). The value is derived by anticipating a cannibalisation rate 

of 50% for existing contracts with the DRI tariffs and translates into an incremental 

operating cash flow of EUR 22.9m. The derived perpetuity then results in an NPV of 

EUR 263.7m or an additional FV of EUR 2.1 per share (WRe FV of EUR 25.2 in such a 

scenario). 
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Incremental 1&1 Drillisch impact on FNTN’s commission 

 

Source: Company data, Warburg Research 
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 TV&Media – Heading for growth 

� Freenet’s TV&Media side business (EUR 275m in revenues / 9.5% of total sales in FY 

2018)  is strategically complementary to its existing distribution expertise 

� German TV market expected to grow via Pay-TV and IPTV offerings 

� Freenet’s IPTV offering waipu.tv expected to show attractive above-market growth 

rates (WRe: CAGR of 78.1% from 2019 until 2021) due to recent strategic alliances 

 

 

Pay-TV about to profit from VoD, “cord-
cutting” and new TV hardware 

 

German TV market 

The German TV market comprises approx. 38.8m households and was valued at EUR 

5,477m (satellite TV: EUR 959m, cable TV: EUR 3,300m; IPTV: EUR 1,200m; terrestrial 

TV: EUR 18m) in 2017. According to PwC, the market will reach a valuation of EUR 

5.9bn in 2022 (CAGR of 1.3% until 2022) mainly driven by pay-TV products (pay-TV 

CAGR of 3% over the same period). 

For several years, cable and satellite (each with approx. 45% household coverage) have 

been the dominant transmission channels in Germany. Terrestrial as the long-time 

distant third has been recently overtaken by IPTV (incl. OTT-only IPTV) as a result of 

both the change in transmission standards from DVB-T to DVB-T2 and the rising 

popularity of Video-on-Demand, so-called “cord-cutting” which describes the consumer 

shift towards internet-based or wireless television viewing, and smart-TV hardware. 

 

German TV market by transmission channel (in million households) 

 

 

Source: PwC GEMO, DieMedienanstalten.de, Warburg Research 
 

Switch in transmission channels 
unlikely to offer any upside for FNTN 

 

 

There are two changes ahead in the German television landscape: The next generations 

of terrestrial television (DVB-T) and satellite television (DVB-S) will be adopted but for 

different reasons. 

DVB-T: By mid-2019, there will be a nationwide transfer of terrestrial TV from DVB-T to 

the new DVB-T2 standard in order to free up the 700 MHz frequency band for mobile 

telecommunication and to foster data transmission to allow for higher data rates and 

consequently a greater number of TV channels in HD quality. The new DVB-T2 standard 

requires new hardware (TV or receiver) and a subscription via monopoly provider 

freenetTV (Media Broadcast) for private channels at the current cost of EUR 5.75 per 

month. The transition started in March 2017 and affects approx. 2.1 million German 

households of which about half are estimated to maintain the DVB-T2 standard. 

In conclusion, the new standard and the defined number of potential customers are 

FNTN’s target group for its niche DVB-T2 product freenet TV (Media Broadcast). 

DVB-S: While the DVB-T transmission forms the foundation for a stable >1m household 

customer base for FNTN’s TV business, the next generation of satellite TV in Germany 

will not change the demand structure drastically, as existing DVB-S customers simply 
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face one-time purchase costs of approx. EUR 50 for additional hardware (receiver). A 

potential 5.3m German households might be affected by this change but we do not 

expect drastic changes in demand for freenet TV’s new satellite product offer launched in 

March 2018 (selected private & public broadcasters in high definition quality via a mobile 

subscription or a prepaid voucher).  

Initially, a switch to the new standard for private broadcasters had been anticipated by 

2022 but recent industry statements revealed some resistance among industry leaders 

as such a transition could result in a declining viewership and consequently less ad-

income. 

 

Transition of the German TV market 

 

 
 

Source: Golem.de, Warburg Research
 

 

Loss-making IPTV offers appealing 
growth potential by 2021 

 

 

Freenet’s TV footprint 

FNTN’s side business TV&Media generated EUR 274.6m in revenues (9.5% of total 

sales) in FY 2018. The segment is further subdivided in B2B multimedia broadcast 

infrastructure for TV and radio (WRe: sales of EUR 211.1m in FY 2018), B2C freenet TV 

(DVBT-2; WRe: sales of EUR 50.6m in FY 2018), and B2C waipu.tv (50% IPTV joint-

venture with EXARING AG; WRe: service revenues of EUR 12.8m in FY 2018). 

 

TV&Media: 2019e Sales contribution (%) 2019e EBITDA split (EURm) 

 

Source: Company data, Warburg Research

 

Given that FNTN recently scaled down its B2B segment by selling its ukw radio business 

(WRe: EUR 40m missing revenues in FY 2019) and that its B2C freenet TV product is 

limited by customer range (WRe: stable 1m RGUs in Germany), the company’s sole 

growth driver is the IPTV product waipu.tv. 

Sales in the global IPTV market grew by 42.4% in 2018 and a CAGR of 16.9% is 

expected until 2023, according to MordorIntelligence. 
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Outlook for the global IPTV market 

 

 

Source: MordorIntelligence, Warburg Research 
 

With 286.3k paying subs in Q1 2019, FNTN’s waipu.tv currently holds a market share of 

approx. 9%, which is still relatively low compared to the biggest players in the German 

market (MagentaEINS ~ 4.4m German users; GIGA TV ~ 7.7m TV based global users, 

Zattoo ~3m customers). 

However, strategic partnerships entered recently with Telefónica Deutschland and 

Samsung should, in our view, lead to above-market growth rates in future (WRe: CAGR 

of 78.1% from 2019 until 2021). 

Telefónica Deutschland (O2D) IPTV partnership: FNTN and O2D entered an IPTV 

partnership in April 2019, which allows O2D to sell waipu.tv under its own brand “O2 TV”. 

The partnership allows O2D to prepare for potential convergence in the German mobile 

market and encourage its customers’ data consumption while FNTN gains valuable 

access to O2D’s 22.5m mobile postpaid customer base and the opportunity for further 

upside from O2D’s pending upfront cable remedy with Vodafone  (O2D currently serves 

2.2m broadband customers).  

The remedy could lead to additional bundling efforts by the MNO in order to increase 

customer loyalty, which potentially would include a TV/IPTV product. We derive a gross 

add potential of 216k p.a. from this partnership based on the assumption that 50% of 

O2D’s mobile customers will be in touch with the MNO once their contracts expire. Of 

these 50% are assumed to extend their relationship with O2D (implied churn of 2% p.m.) 

while 4% of these will take the O2-branded IPTV upselling option. Note that some IPTV 

subscriptions might be offered to certain O2D customers free of charge in order to retain 

valuable customer relationships and stimulate data consumption. 

Samsung TV hardware IPTV partnership: At the beginning of 2019, FNTN entered 

another collaboration with Samsung TV hardware, which allows its IPTV product to be 

installed on all German Samsung TV hardware within the smart hub section. We regard

this partnership as even more attractive than the partnership with O2D and derive a 

potential of 516k gross adds p.a. based on Samsung’s 19% market share in TV 

hardware, its 6.79m units sold in Germany in 2018 and a retention rate of 40%. We see 

a significantly higher adoption rate than in the O2D partnership based on the 

straightforward nature of the application platform and the potential substitution or 

coexistence of IPTV with cable and satellite TV solutions. 

Despite the attractive growth potential that comes with FNTN’s IPTV solution, our 

supportive growth assumptions suggest an only slightly higher FV of EUR 23.1

compared to a FV of EUR 21.5 without taking into consideration successful partnerships 

with both O2D and Samsung. Implied IPTV market shares in Germany in our two 

scenarios range between 6.9% (no partner growth) and 23.2% (partner growth). 
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 Dividends – The investors’ darling 

� Freenet’s FY2019 dividend of EUR 211.3m is assumed to be mostly funded by its 

mobile postpaid business (91.5% of the required FCF) 

� Mobile postpaid, TV&Media ex. waipu, and breakeven IPTV (expected in FY 2021) 

sufficient to cover a sustainable dividend 

� IPTV venture waipu.tv entirely funded within the segment TV&Media  

 

 

Mobile postpaid covers >90% of the 
FY 2019 EUR 211m dividend (WRe) 

 

Dividend composition 

FNTN’s investment case is clearly derived from its rich cash-generating profile and 

consequently from its attractive dividend payments, which grew at a CAGR of 9.5% from 

2010-2018 to a DPS of EUR 1.65 (EUR 211.2m) in FY 2019. 

To analyse a potential erosion of FNTN’s stable dividend, we examined individually the 

different input factors of the expected EUR 211.2m dividend payment for the FY 2019. 

We estimate that mobile postpaid customers fund the lion’s share of FNTN’s dividend 

with an expected operating cash flow of EUR 235m in FY 2019 (mobile postpaid 

assumed to cover 91.5% of FNTN’s FY 2019 dividend). Other relevant cash providers 

are FNTN’s Sunrise asset (Op. CF of EUR 42.9m in FY 2019), and its TV&Media 

segment excl. waipu.tv (Op. CF of EUR 28m in FY 2019). An additional cash boost can 

be identified within waipu.tv, which is still loss-making (WRe: neg. EUR 15m in FY 2019, 

assumed to equal cash burn), but is expected to break even by FY 2021. FNTN’s radio 

antenna sale in mid-2018 adds cash flow of EUR 3.2m p.a. until FY 2026. 

According to management statements at the recent 2019 annual general meeting, it can 

be assumed that FNTN’s dividend will remain stable in FY 2020 at EUR 1.65 per share / 

EUR 211.3m. This certainly highlights our view of a steady-state mobile postpaid 

business, which will be sufficient to fund a stable dividend while breakeven in FNTN’s 

IPTV venture frees up additional and distributable funds from FY 2021 onwards. 

FNTN’s significant tax losses carried forward (EUR 1.82bn corporate tax related; EUR 

1.14bn trade tax), also supports the dividend as it allows for the application of a minimum 

tax rate of 12.5% until FY 2027 (WRe). 

 

FY 2019: Organic cash flow sufficient to fund stable dividend 

 

 

Source: Company data, Warburg Research
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 Holdings – The asset manager 

� Strategic asset Ceconomy fosters long-term exclusive distribution partnership 

� Media Broadcast & EXARING secure Freenet’s TV&Media market access with 

attractive cash generation (DVBT-2) and growth potential (IPTV) 

� Sale of obsolete Sunrise asset offers supportive deleverage potential and should, in 

our view, result in an FV of EUR 24.2 for the Freenet share 

 

 

Sale of non-strategic Sunrise asset 
provides deleverage upside 

 

Ceconomy AG (Media-Saturn) 

FNTN acquired 9.1% of the shares of Ceconomy for EUR 277m in June 2018. Media-

Saturn, a majority shareholder in Ceconomy, is the leading consumer electronics retailer 

in Europe and distributes parts of the product portfolio of FNTN. The sales collaboration 

not only comprises mobile communication contracts for which Media-Saturn is an 

important and exclusive distribution partner, but also new products of FNTN’s TV and 

Media segment such as internet TV or home networking. The acquisition can be 

regarded as strategic as it strengthens FNTN’s influence over this distribution channel. 

Sunrise Communications Group AG 

FNTN purchased 24.56% of the shares of Sunrise Communications Group AG for EUR 

736m in March 2016. Sunrise is the largest private telecommunications provider in 

Switzerland with more than 3 million customers. Despite the acquisition’s cash accretive

nature from attractive dividend payments, the initial strategic rationale of participating in 

a passive consolidation trend in the Swiss mobile market now appears to be backfiring 

as Sunrise announced the acquisition of cable operator UPC in a cash deal worth CHF 

6.3bn. FNTN is consequently lobbying for better risk distribution between UPC and 

Liberty Global, contrary to the nature of a cash-only deal. One potential alteration to the 

deal could consider the ex-post participation of UPC’s parent company Liberty Global via 

Sunrise shares as part of the purchase agreement. The pending acquisition under the

current conditions needs the approval of an extraordinary general meeting for the 

required capital increase of CHF 4.1bn which is due to take place in autumn 2019. 

Considering FNTN’s high leverage (FY 2019 net debt/EBITDA of 4.0x (WRe)), the non-

strategic nature of the asset, and the fully leverage-financed acquisition (accompanied 

by EUR 12m interest payments p.a.), we would consider a sale of the stake at its 

market value as a positive trigger for FNTN’s share price. FNTN could consequently 

reduce its leverage to a minimum level of 2.4x net debt/EBITDA or use some of the cash 

proceeds to buy back shares. A subsequent reduction in FNTN’s beta from 1.24 to 1.18

due to the lower level of leverage would result in a higher FV of EUR 24.1 compared to 

our base FV of EUR 23.1 (incl. Sunrise asset). 

Media Broadcast Group GmbH 

The subsidiary mobilcom-debitel acquired all shares in Media Broadcast Group in March 

2016 for EUR 295m plus the related debt of about EUR 100m. The acquisition of the 

German market leader for transmission platforms for TV and radio, especially for 

terrestrial transmitter networks allowed FNTN to enter the digital TV-business for the 

distribution of high-definition picture quality (Full HD TV) to retail customers and to 

become the sole provider of DVB-T2 HD (“freenet TV”) in Germany with a total 

addressable market of 2.1m German households. 

EXARING AG 

In 2016, FNTN acquired a 50.01%-stake in EXARING AG in two steps. EXARING AG is

a provider of a closed IP platform for innovative entertainment and especially video

services. With EXARING’s fibre-optic network, FNTN is capable of reaching 23 million 

German households and secured the distribution rights for this closed IP platform. The

asset laid the foundation for FNTN’s IPTV product “waipu.tv” which addresses the rapidly 
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expanding market of streaming and video-on-demand. 

As waipu.tv’s cash burn is currently assumed to equal its EBITDA at neg. EUR 15m in 

FY 2019 (WRe), a further capital injection by FNTN seems inevitable (WRe: EUR 10-

15m) to fund further marketing and increase the IPTV prodiver’s market share. 

 

Freenet’s asset management track record & share price development 

 

 

Source: Bloomberg, Company data, Warburg Research 
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 Valuation  

� DCF model indicates a fair value per share of EUR 23.10 

� SOTP model yields a fair value at EUR 29.20 per share based on conservative 

historical trading multiples 

 

 

DCF model results in a FV 
of EUR 23.10 per share 

 

We upgrade our recommendation for FNTN’s share from Hold to Buy with a new price 

target of EUR 23.10. Our price target is based on a DCF model. A sum-of-the-parts 

valuation based on conservative historical trading multiples results in a higher fair value 

than our DCF valuation. 

Discounted cash flow reveals attractive upside 

We derive a price target of EUR 23.10 per share. This value is based on a detailed 

planning horizon until FY 2021, a transition period until 2031 and in perpetuity. 

Sales: Following our detailed planning period until FY 2021, which is marked by an 

incremental increase based on favourable IPTV development (peak growth of 1.7% in 

FY 2022), we assume a gradual decrease in the growth rate until FY 2026, which will 

then equal steady-state market growth. This is due to the mature industry cycle of the 

German telecommunication and television market and the limited growth opportunities of 

FNTN within this segment. 

Profitability: Over the transitional period, we assume a peak EBIT margin of 11% in FY 

2023, which should be a result of the achievement of breakeven by FNTN’s IPTV in FY 

2021 and, consequently, lower marketing spend in the following years. The perpetuity 

margin of 10% (+80bps compared to FNTN’s 5-year average EBIT margin) reflects a 

steady state in both mobile and TV&Media, while the IPTV venture, which is expected to 

be profitable by then, is assumed to account for the incremental increase. 

Other core assumptions of the model are: 

� A mid to long-term capital expenditure of 3.6% of sales to cover FNTN’s maintenance 

and constant depreciation (5% of sales), while the gap between the two factors is 

accounted for by an IFRS 16 correcting factor included in the line “Others” of 1.4% of 

sales. 

� Current tax rate of 12.5% is assumed to reach normal levels (35%) in FY 2028 after 

FNTN tax losses carried forward (total of EUR 3.0bn in FY 2018) are expended. 

� A beta of 1.24 reflects the company’s high leverage (WRe FY 2019 net debt/EBITDA of 

4.0x), the liquidity of its shares, cyclicality of the business and transparency of 

communication. 

� A WACC of 7.08% is derived for a non-cyclical but highly leveraged mature business. 

� We value FNTN’s holdings (Sunrise and Ceconomy) at their three-month average 

market valuation (EUR 864.3m). 

While we stick to our base case of a steady-state mobile business (FV of EUR 23.10)

combined with some attractive growth potential as a result of FNTN’s recent IPTV 

expansion efforts, different valuation scenarios reveal potential downside. Negative 

scenarios, however, are solely accompanied by a deteriorating mobile business leaving 

a safety cushion for FNTN’s valuation in terms of its IPTV performance (FNTN without 

IPTV partner growth at EUR 21.50). Our base case does not yet take into account the 

positive impact of a sale of the non-strategic Sunrise asset as the potential Sunrise-UPC 

deal in Switzerland might delay potential divestment prospects for FNTN. 
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Base Case Customer / ARPU evolution assumptions (steady state mobile & IPTV partner growth) 

 
 

Source: Company data, Warburg Research 

 
 

Bear Case Customer / ARPU evolution assumptions (decay in mobile & no IPTV partner growth) 

 
 

Source: Company data, Warburg Research 

 
 

Freenet valuation scenarios 

 

 
 

Source: Warburg Research 

 
  

2016 2017 2018 2019e 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e 2028e 2029e 2030e 2031e

Mobile postpaid customers 5,790  6,711  6,896  6,950  7,000  7,030  7,055  7,075  7,090  7,100  7,105  7,105  7,105  7,105  7,105  7,105  

Postpaid ARPU 21.4 21.4 19.0 18.8 18.9 18.9 18.9 19.0 19.0 19.0 19.1 19.2 19.2 19.3 19.4 19.5

freenet TV RGUs - 902     1,014  1,015  1,010  1,005  1,000  1,000  1,000  1,000  1,000  1,000  1,000  1,000  1,000  1,000  

freenet TV ARPU - 4.5 4.4 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5

waipu.tv RGUs 8 102     252     393     1,134  1,416  1,516  1,547  1,549  1,549  1,550  1,550  1,550  1,550  1,550  1,550  

waipu.tv ARPU 5.1 5.4 5.6 5.2 3.7 4.1 4.3 4.6 4.9 5.2 5.3 5.4 5.5 5.5 5.5 5.5

2016 2017 2018 2019e 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e 2028e 2029e 2030e 2031e

Mobile postpaid customers 5,790  6,711  6,896  6,950  6,945  6,897  6,819  6,725  6,625  6,524  6,427  6,337  6,258  6,172  6,091  6,015  

Postpaid ARPU 21.4 21.4 19.0 18.8 18.9 18.9 18.9 19.0 19.0 19.0 19.1 19.2 19.2 19.3 19.4 19.5

freenet TV RGUs - 902     1,014  1,015  1,010  1,005  1,000  1,000  1,000  1,000  1,000  1,000  1,000  1,000  1,000  1,000  

freenet TV ARPU - 4.5 4.4 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5

waipu.tv RGUs 8 102     252     393     450     464     466     462     460     459     459     459     459     458     458     458     

waipu.tv ARPU 5.1 5.4 5.6 5.2 5.3 5.4 5.5 5.5 5.5 5.5 5.5 5.5 5.5 5.5 5.5 5.5

IPTV partner growth IPTV no partner growth

DRI 4th MNO 25.20 23.60

Steady state 23.10 21.50

Stationary decline 14.90 13.80

TV&Media

M
o

b
il
e

with Sunrise

IPTV partner growth IPTV no partner growth

DRI 4th MNO 26.20 24.50

Steady state 24.10 22.40

Stationary decline 15.60 14.50

TV&Media

M
o
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e

w/o Sunrise
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DCF model 
 

 Detailed forecast period Transitional period Term. Value 
 

Figures in EUR m 2019e 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e 2028e 2029e 2030e 2031e  

                              Sales 2,882 2,916 2,965 3,015 3,060 3,100 3,137 3,172 3,204 3,236 3,268 3,301 3,334  

Sales change -0.5 % 1.2 % 1.7 % 1.7 % 1.5 % 1.3 % 1.2 % 1.1 % 1.0 % 1.0 % 1.0 % 1.0 % 1.0 % 1.0 % 

               
EBIT 292 300 315 326 337 338 342 343 346 346 343 340 337  

EBIT-margin 10.1 % 10.3 % 10.6 % 10.8 % 11.0 % 10.9 % 10.9 % 10.8 % 10.8 % 10.7 % 10.5 % 10.3 % 10.1 %  

               
Tax rate (EBT) 12.5 % 12.5 % 12.5 % 12.5 % 12.5 % 12.5 % 12.5 % 12.5 % 12.5 % 35.0 % 35.0 % 35.0 % 35.0 %  

               
NOPAT 255 263 275 285 295 296 299 300 303 225 223 221 219  

               
Depreciation 144 145 147 151 153 155 157 159 160 162 163 165 167  

in % of Sales 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 %  
               

Changes in provisions 0 0 0 2 2 2 2 -2 1 1 1 1 -2  
               

Change in Liquidity from               

- Working Capital -7 1 1 5 0 0 0 0 0 0 0 0 0  

- Capex 55 56 57 57 58 65 72 79 87 97 108 112 120  

Capex in % of Sales 1.9 % 1.9 % 1.9 % 1.9 % 1.9 % 2.1 % 2.3 % 2.5 % 2.7 % 3.0 % 3.3 % 3.4 % 3.6 %  

               
Other 37 38 39 39 40 41 41 42 45 45 45 46 46  

               
Free Cash Flow (WACC 
Model) 

314 314 325 337 351 347 344 336 333 246 234 229 217 219 

               
PV of FCF 304 283 274 265 258 238 221 201 186 128 114 104 92 1,532 
 
share of PVs 20.49 % 43.04 % 36.47 % 

 

 

Model parameter   Valuation (m) 

    
Derivation of WACC:  Derivation of Beta:  Present values 2031e 2,669 

   Terminal Value 1,532 

Debt ratio 30.00 %  Financial Strength 1.70  Financial liabilities 2,081 

Cost of debt (after tax) 4.2 %  Liquidity (share) 1.00  Pension liabilities 136 

Market return 7.00 %  Cyclicality 1.00  Hybrid capital 0 

Risk free rate 1.50 %  Transparency 1.20  Minority interest 20 

  Others 1.30  Market val. of investments 864 

     Liquidity 126 No. of shares (m) 128.0 

WACC 7.08 %  Beta 1.24  Equity Value 2,955 Value per share (EUR) 23.08 

 
 

Sensitivity Value per Share (EUR) 

                 
 Terminal Growth   Delta EBIT-margin 

Beta WACC 0.25 % 0.50 % 0.75 % 1.00 % 1.25 % 1.50 % 1.75 % Beta WACC -1.5 pp -1.0 pp -0.5 pp +0.0 pp +0.5 pp +1.0 pp +1.5 pp

1.50 8.1 % 18.41 18.68 18.97 19.29 19.62 19.98 20.37 1.50 8.1 % 15.48 16.75 18.02 19.29 20.56 21.82 23.09

1.37 7.6 % 19.98 20.31 20.67 21.05 21.46 21.91 22.39 1.37 7.6 % 16.99 18.34 19.70 21.05 22.40 23.76 25.11

1.30 7.3 % 20.85 21.21 21.60 22.03 22.49 22.99 23.53 1.30 7.3 % 17.83 19.23 20.63 22.03 23.43 24.83 26.23

1.24 7.1 % 21.77 22.17 22.61 23.08 23.60 24.15 24.77 1.24 7.1 % 18.73 20.18 21.63 23.08 24.53 25.98 27.43

1.18 6.8 % 22.76 23.21 23.69 24.22 24.80 25.43 26.12 1.18 6.8 % 19.71 21.21 22.72 24.22 25.73 27.23 28.74

1.11 6.6 % 23.82 24.32 24.87 25.46 26.11 26.82 27.60 1.11 6.6 % 20.76 22.33 23.89 25.46 27.02 28.59 30.16

0.98 6.1 % 26.21 26.84 27.52 28.28 29.11 30.04 31.07 0.98 6.1 % 23.17 24.88 26.58 28.28 29.98 31.68 33.38

                 
 
� Others accounts for non-cash effective IFRS 16 impact 

� Sunrise and Ceconomy stake are valued at 3 month average market price 
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Sum-of-the-Parts 

In addition to our DCF-based price indication, we also conduct a SOTP valuation, in 

which we individually value FNTN’s mobile and TV&Media business units with respective 

historical trading multiples (FNTN historical trading multiple of 10.0x FY EV/EBITDA over 

the last seven years) minus a discount for the steady-state assumption for FNTN’s 

mobile and TV&Media business (excl. waipu.tv). 

 

Historical FY1 EV/EBITDA multiples of German telcos 

 

Source: Bloomberg, Warburg Research 

 

SOTP indicates significant 

upside potential; FV of EUR 29.20 
 

 

By taking the average of trading EV/sales multiples for FNTN’s IPTV business based on 

a global peer group of public companies with IPTV related operations, we derive a fair 

EV/sales multiple of 3.0x for FNTN’s waipu.tv. 

With respect to a holding discount applied with a 7.0x EV/EBITDA multiple in line with 

the mobile and TV&Media segment (excl. waipu.tv), we end up with a fair value of EUR 

29.20. Despite the positive deviation of our SOTP approach, we stick to our DCF 

valuation as it is more suitable, in our view, to account for the expected growth dynamics

of FNTN. 
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Sum-of-the-parts valuation of Freenet AG 

 

Source: Company data, Warburg Research 

 

SotP Freenet

1. Fair Value segment mobile (in EUR m)

EBITDA Business Applications 2021e* 371

fair EV / EBITDA multiple 7.0 x

fair EV mobile 2,598

2. Fair Value segment B2B TV&Media (in EUR m)

EBITDA consumer Applications 2021e* 32

fair EV / EBITDA multiple 7.0 x

fair EV B2B TV&Media 227

3. Fair Value segment freenet TV (in EUR m)

EBITDA consumer Applications 2021e* 23

fair EV / EBITDA multiple 7.0 x

fair EV freenet TV 160

4. Fair value waipu.tv (in EUR m)

Sales waipu.tv 2021e 63

fair EV / sales multiple 3.0 x

fair EV Applications 190

debt 26

EXARING minorities 82

fair equity value waiput.tv 82

5. Fair value calculation Freenet in EUR m Contribution to EV

Fair enterprise value mobile 2,598 45%

Fair enterprise value B2B TV&Media 227 4%

Fair enterprise value freenet TV 160 3%

Fair equity value waipu.tv 82 1%

Holdings Sunrise and Ceconomy 864 15%

Net Debt 2055 35%

Holding discount (7x FY 2021e EBITDA) -188 -3%

Fair EV freenet 5,797 100%

fair equity value freenet 3,742

fair value per share in EUR 29.2

*EBITDA adj. for IFRS 16
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Free Cash Flow Value Potential 
 
Warburg Research's valuation tool "FCF Value Potential" reflects the ability of the company to generate sustainable free cash flows. It is based on the 
"FCF potential" - a FCF "ex growth" figure - which assumes unchanged working capital and pure maintenance capex. A value indication is derived via 
the perpetuity of a given year’s “FCF potential” with consideration of the weighted costs of capital. The fluctuating value indications over time add a 
timing element to the DCF model (our preferred valuation tool). 
  
 in EUR m 2015 2016 2017 2018 2019e 2020e 2021e 
         

         

 Net Income before minorities 221 216 276 212 213 224 243 

+ Depreciation + Amortisation 71 161 280 174 144 145 147 

- Net Interest Income -44 -34 62 -78 -49 -45 -37 

- Maintenance Capex 35 60 60 40 40 40 40 

+ Other 0 0 0 0 0 0 0 
         

         

= Free Cash Flow Potential 302 351 434 424 366 374 387 

 FCF Potential Yield (on market EV) 7.2 % 6.7 % 7.8 % 8.2 % 9.0 % 9.3 % 9.8 % 

 WACC 7.08 % 7.08 % 7.08 % 7.08 % 7.08 % 7.08 % 7.08 % 
         

         

= Enterprise Value (EV) 4,163 5,237 5,577 5,136 4,058 4,003 3,939 
                  = Fair Enterprise Value 4,260 4,959 6,128 5,981 5,162 5,272 5,461 
         

- Net Debt (Cash) 1,954 1,954 1,954 1,954 1,631 1,576 1,512 

- Pension Liabilities 136 136 136 136 136 136 136 

- Other 0 0 0 0 0 0 0 

- Market value of minorities 0 0 0 0 0 0 0 

+ Market value of investments 0 0 0 0 0 0 0 
         

         

= Fair Market Capitalisation 2,169 2,868 4,037 3,890 3,395 3,560 3,813 
         

 Number of shares, average 128 128 128 128 128 128 128 
         

         

= Fair value per share (EUR) 16.94 22.41 31.54 30.39 26.52 27.81 29.78 
         

 premium (-) / discount (+) in %     48.2 % 55.4 % 66.4 % 
 

 Sensitivity Fair value per Share (EUR)        
 

 10.08 % 7.05 10.88 17.30 16.49 14.52 15.56 17.09 

 9.08 % 9.62 13.88 21.00 20.10 17.64 18.74 20.39 

 8.08 % 12.83 17.61 25.62 24.61 21.53 22.72 24.51 

 WACC 7.08 % 16.95 22.41 31.54 30.39 26.52 27.81 29.78 

 6.08 % 22.42 28.77 39.40 38.07 33.15 34.58 36.80 

 5.08 % 30.04 37.65 50.37 48.77 42.39 44.01 46.57 

 4.08 % 41.39 50.86 66.70 64.71 56.15 58.07 61.12 
         

 

� V 

Valuation 
 

2015 2016 2017 2018 2019e 2020e 2021e 
                Price / Book 2.8 x 2.4 x 2.6 x 2.4 x 1.7 x 1.7 x 1.6 x 

Book value per share ex intangibles -2.24 -4.27 -4.00 -5.04 -8.15 -8.03 -7.74 

EV / Sales 1.3 x 1.6 x 1.6 x 1.8 x 1.4 x 1.4 x 1.3 x 

EV / EBITDA 11.3 x 11.9 x 10.3 x 9.8 x 9.3 x 9.0 x 8.5 x 

EV / EBIT 13.9 x 18.9 x 21.4 x 16.5 x 13.9 x 13.3 x 12.5 x 

EV / EBIT adj.* 13.9 x 18.9 x 21.4 x 18.8 x 13.9 x 13.3 x 12.5 x 

P / FCF 11.9 x 8.5 x 9.7 x 8.2 x 9.2 x 11.8 x 11.8 x 

P / E 16.9 x 14.6 x 13.0 x 13.7 x 10.8 x 10.2 x 9.4 x 

P / E adj.* 16.9 x 14.6 x 13.0 x 13.7 x 10.8 x 10.2 x 9.4 x 

Dividend Yield 5.3 % 6.2 % 5.7 % 6.9 % 9.2 % 9.2 % 9.2 % 

FCF Potential Yield (on market EV) 7.2 % 6.7 % 7.8 % 8.2 % 9.0 % 9.3 % 9.8 % 
 

*Adjustments made for: - 

  
 

Company Specific Items 
 

 2015 2016 2017 2018 2019e 2020e 2021e 
        

        

Postpaid customers (m) 6.31 6.51 6.71 6.90 6.95 7.00 7.03 
Postpaid ARPU 21.40 21.40 21.40 19.02 18.78 18.85 18.90 
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Consolidated profit & loss        
        
In EUR m 2015 2016 2017 2018 2019e 2020e 2021e 

                Sales 3,118 3,362 3,507 2,897 2,882 2,916 2,965 

Change Sales yoy 2.5 % 7.8 % 4.3 % -17.4 % -0.5 % 1.2 % 1.7 % 
                Increase / decrease in inventory 0 0 0 0 0 0 0 

Own work capitalised 11 19 19 18 18 18 18 

Total Sales 3,129 3,381 3,526 2,916 2,900 2,934 2,983 

Material expenses 2,327 2,464 2,558 1,994 1,964 1,973 1,995 

Gross profit 3,118 3,362 3,507 2,897 2,882 2,916 2,965 

Gross profit margin 25.7 % 27.3 % 27.6 % 31.8 % 32.5 % 32.9 % 33.3 % 
                Personnel expenses 195 220 226 220 232 234 237 

Other operating income 51 61 55 101 73 71 68 

Other operating expenses 288 355 388 362 341 352 357 

Unfrequent items 0 0 0 0 0 0 0 

EBITDA 370 439 541 525 436 445 462 

Margin 11.9 % 13.1 % 15.4 % 18.1 % 15.1 % 15.3 % 15.6 % 

                Depreciation of fixed assets 11 60 88 71 81 81 82 

EBITA 359 342 321 370 355 364 380 

Amortisation of intangible assets 60 64 60 58 63 64 65 

Goodwill amortisation 0 0 0 0 0 0 0 

EBIT 299 278 261 312 292 300 315 

Margin 9.6 % 8.3 % 7.4 % 10.8 % 10.1 % 10.3 % 10.6 % 

EBIT adj. 299 278 261 273 292 300 315 

                Interest income 0 1 1 0 0 0 0 

Interest expenses 45 56 51 56 71 71 71 

Other financial income (loss) 0 21 112 -22 22 26 34 

EBT 255 244 323 234 243 256 278 

Margin 8.2 % 7.3 % 9.2 % 8.1 % 8.4 % 8.8 % 9.4 % 
                Total taxes 33 28 47 22 30 32 35 

Net income from continuing operations 221 216 276 212 213 224 243 

Income from discontinued operations (net of tax) 0 0 0 0 0 0 0 

Net income before minorities 221 216 276 212 213 224 243 

Minority interest 0 -12 -11 -11 0 0 0 

Net income 221 228 287 223 213 224 243 

Margin 7.1 % 6.8 % 8.2 % 7.7 % 7.4 % 7.7 % 8.2 % 

                Number of shares, average 128 128 128 128 128 128 128 

EPS 1.73 1.78 2.24 1.74 1.66 1.75 1.90 

EPS adj. 1.73 1.78 2.24 1.74 1.66 1.75 1.90 
 

*Adjustments made for:   
   

Guidance: Revenues 19e: stable ; EBITDA 19e: EUR 420m - EUR 440m; FCF 19e: 240m-260m 

 
 

Financial Ratios        
        
 2015 2016 2017 2018 2019e 2020e 2021e 

                Total Operating Costs / Sales 88.5 % 88.6 % 88.9 % 85.4 % 85.5 % 85.3 % 85.0 % 

Operating Leverage -0.3 x -0.9 x -1.4 x -1.1 x 12.4 x 2.4 x 2.9 x 

EBITDA / Interest expenses 8.3 x 7.9 x 10.6 x 9.4 x 6.1 x 6.3 x 6.5 x 

Tax rate (EBT) 13.0 % 11.3 % 14.6 % 9.3 % 12.5 % 12.5 % 12.5 % 

Dividend Payout Ratio 89.6 % 94.6 % 76.6 % 99.6 % 99.4 % 94.4 % 86.9 % 

Sales per Employee 713,967 688,172 852,726 692,677 703,033 707,801 717,884 

Sales, EBITDA 
in EUR m 

Source: Warburg Research 
 

Operating Performance 
in % 

Source: Warburg Research 
 

Performance per Share 
 

Source: Warburg Research 
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Consolidated balance sheet        
        
In EUR m 2015 2016 2017 2018 2019e 2020e 2021e 

                Assets        

                Goodwill and other intangible assets 1,612 1,906 1,943 1,905 2,401 2,397 2,392 

thereof other intangible assets 458 526 564 525 1,015 1,010 1,005 

thereof Goodwill 1,154 1,380 1,380 1,380 1,386 1,386 1,386 

Property, plant and equipment 33 493 436 399 148 132 126 

Financial assets 3 783 833 973 1,102 1,081 1,063 

Other long-term assets 12 0 9 432 432 432 432 

Fixed assets 1,660 3,182 3,222 3,709 4,083 4,042 4,012 

Inventories 79 75 76 106 105 106 108 

Accounts receivable 515 520 533 306 237 240 244 

Liquid assets 270 318 323 126 172 227 291 

Other short-term assets 199 190 160 387 392 392 391 

Current assets 1,064 1,103 1,092 925 905 964 1,034 

Total Assets 2,724 4,285 4,314 4,635 4,989 5,006 5,046 

                Liabilities and shareholders' equity        

                Subscribed capital 128 128 128 128 128 128 128 

Capital reserve 738 738 738 738 738 738 738 

Retained earnings 475 505 586 535 591 604 636 

Other equity components -15 -10 -20 -140 -100 -100 -100 

Shareholders' equity 1,325 1,360 1,432 1,261 1,357 1,369 1,401 

Minority interest 54 42 31 20 20 20 20 

Total equity 1,379 1,402 1,463 1,281 1,377 1,390 1,421 

Provisions 79 181 164 163 163 163 163 

thereof provisions for pensions and similar obligations 59 151 115 136 136 136 136 

Financial liabilities (total) 639 2,078 2,054 2,081 1,803 1,803 1,803 

thereof short-term financial liabilities 421 60 7 23 23 23 23 

Accounts payable 444 516 517 523 458 463 471 

Other liabilities 183 108 116 587 1,187 1,187 1,187 

Liabilities 1,345 2,882 2,851 3,354 3,611 3,617 3,624 

Total liabilities and shareholders' equity 2,724 4,285 4,314 4,635 4,989 5,006 5,046 
 
 

Financial Ratios        
        
 2015 2016 2017 2018 2019e 2020e 2021e 

                Efficiency of Capital Employment        

Operating Assets Turnover 17.0 x 5.9 x 6.6 x 10.1 x 90.6 x 203.3 x 501.4 x 

Capital Employed Turnover 1.7 x 1.0 x 1.1 x 0.9 x 0.9 x 0.9 x 1.0 x 

ROA 13.3 % 7.2 % 8.9 % 6.0 % 5.2 % 5.5 % 6.1 % 

Return on Capital        

ROCE (NOPAT) 14.4 % 9.6 % 6.7 % 8.5 % 7.8 % 8.4 % 8.9 % 

ROE 16.9 % 17.0 % 20.5 % 16.6 % 16.2 % 16.4 % 17.5 % 

Adj. ROE 16.9 % 17.0 % 20.5 % 16.6 % 16.2 % 16.4 % 17.5 % 

Balance sheet quality        

Net Debt 428 1,911 1,846 2,091 1,767 1,712 1,648 

Net Financial Debt 369 1,760 1,732 1,954 1,631 1,576 1,512 

Net Gearing 31.1 % 136.3 % 126.2 % 163.2 % 128.3 % 123.2 % 115.9 % 

Net Fin. Debt / EBITDA 99.8 % 401.0 % 320.0 % 372.5 % 374.1 % 353.8 % 327.6 % 

Book Value / Share 10.3 10.6 11.2 9.8 10.6 10.7 10.9 

Book value per share ex intangibles -2.2 -4.3 -4.0 -5.0 -8.2 -8.0 -7.7 

ROCE Development 
 

Source: Warburg Research 
 

Net debt 
in EUR m 

Source: Warburg Research 
 

Book Value per Share 
in EUR 

Source: Warburg Research 
 



Freenet  
  

 

 
    

NO T E  Publ ished 04 .07 .2019  27

     

RESEARCH

Consolidated cash flow statement        
        
In EUR m 2015 2016 2017 2018 2019e 2020e 2021e 

                Net income 221 216 276 212 213 224 243 

Depreciation of fixed assets 11 60 88 71 81 81 82 

Amortisation of goodwill 0 0 0 0 0 0 0 

Amortisation of intangible assets 60 64 60 58 63 64 65 

Increase/decrease in long-term provisions -9 92 -36 22 0 0 0 

Other non-cash income and expenses -15 -70 11 -196 -54 -54 -62 

Cash Flow before NWC change 269 363 398 167 303 315 327 

Increase / decrease in inventory 1 5 -1 -30 1 -1 -2 

Increase / decrease in accounts receivable -27 -4 -13 226 69 -3 -4 

Increase / decrease in accounts payable 73 72 2 6 -65 5 8 

Increase / decrease in other working capital positions 0 -45 0 0 0 3 0 

Increase / decrease in working capital (total) 46 27 -13 203 5 4 2 

Net cash provided by operating activities [1] 315 390 385 369 308 319 329 

                Investments in intangible assets 0 0 0 0 -60 -60 -60 

Investments in property, plant and equipment 0 0 0 0 0 -65 -75 

Payments for acquisitions -3 -816 0 0 0 0 0 

Financial investments -1 -1 -1 277 0 0 0 

Income from asset disposals 4 15 19 1 3 3 3 

Net cash provided by investing activities [2] -28 -862 -42 -333 -52 -53 -54 

                Change in financial liabilities 98 788 -91 19 0 0 0 

Dividends paid -192 -198 -205 -211 -211 -211 -211 

Purchase of own shares 0 0 0 0 0 0 0 

Capital measures 0 0 0 0 0 0 0 

Other -35 -68 -43 -41 0 0 0 

Net cash provided by financing activities [3] -129 521 -339 -233 -211 -211 -211 

                Change in liquid funds [1]+[2]+[3] 158 48 5 -196 45 55 64 

Effects of exchange-rate changes on cash 0 0 0 0 0 0 0 

Cash and cash equivalent at end of period 270 318 323 126 172 227 291 

 
 

Financial Ratios        
        
 2015 2016 2017 2018 2019e 2020e 2021e 

                Cash Flow        

FCF 239 272 258 250 253 263 272 

Free Cash Flow / Sales 10.1 % 11.6 % 11.0 % 12.8 % 8.6 % 6.7 % 6.6 % 

Free Cash Flow Potential 302 351 434 424 366 374 387 

Free Cash Flow / Net Profit 142.2 % 170.6 % 134.4 % 165.6 % 116.8 % 86.8 % 80.0 % 

Interest Received / Avg. Cash 0.2 % 0.3 % 0.3 % 0.1 % 0.1 % 0.1 % 0.1 % 

Interest Paid / Avg. Debt 7.6 % 4.1 % 2.5 % 2.7 % 3.7 % 3.9 % 3.9 % 

Management of Funds        

Investment ratio 0.0 % 0.0 % 0.0 % 0.0 % 2.1 % 4.3 % 4.6 % 

Maint. Capex / Sales 1.1 % 1.8 % 1.7 % 1.4 % 1.4 % 1.4 % 1.3 % 

Capex / Dep 0.0 % 0.0 % 0.0 % 0.0 % 41.6 % 86.1 % 92.0 % 

Avg. Working Capital / Sales 5.6 % 3.4 % 2.4 % -0.3 % -3.9 % -4.0 % -4.0 % 

Trade Debtors / Trade Creditors 116.2 % 100.8 % 103.0 % 58.6 % 51.7 % 51.7 % 51.7 % 

Inventory Turnover 29.3 x 32.9 x 33.5 x 18.8 x 18.7 x 18.6 x 18.5 x 

Receivables collection period (days) 60 56 55 39 30 30 30 

Payables payment period (days) 70 76 74 96 85 86 86 

Cash conversion cycle (Days) 3 -9 -7 -38 -36 -36 -36 

CAPEX and Cash Flow 
in EUR m 

Source: Warburg Research 
 

Free Cash Flow Generation 
 

Source: Warburg Research 
 

Working Capital 
 

Source: Warburg Research 
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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 (WPHG), MAR AND MIFID II 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. 

  

http://www.mmwarburg.de/disclaimer/disclaimer.htm#Valuation
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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: 

 

-1- 
Warburg Research, or an affiliated company, or an employee of one of these companies responsible for the compilation of the research, hold 

a share of more than 5% of the equity capital of the analysed company. 

-2- 

Warburg Research, or an affiliated company, within the last twelve months participated in the management of a consortium for an issue in 

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. 

-4- 

MMWB, Warburg Research, or an affiliated company, reached an agreement with the issuer to provide investment banking and/or 

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. 

-6c- 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. 

  

 
 
 

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

   
Freenet 6 http://www.mmwarburg.com/disclaimer/disclaimer_en/DE000A0Z2ZZ5.htm 

   

  

http://www.mmwarburg.com/disclaimer/disclaimer_en/DE000A0Z2ZZ5.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 119 60

Hold 71 36

Sell 4 2

Rating suspended 6 3

Total 200 100

 

WARBURG RESEARCH GMBH – ANALYSED RESEARCH UNIVERSE BY RATING U 

 
U 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 32 78

Hold 7 17

Sell 0 0

Rating suspended 2 5

Total 41 100

 

PRICE AND RATING HISTORY FREENET AS OF 04.07.2019 

 

 

Markings in the chart show rating changes by Warburg Research 

GmbH in the last 12 months. Every marking details the date and 

closing price on the day of the rating change. 
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EQUITIES      
      Matthias Rode  +49 40 3282-2678     
Head of Equities  mrode@mmwarburg.com     
       
RESEARCH       
      Michael Heider  +49 40 309537-280  Andreas Pläsier  +49 40 309537-246 
Head of Research  mheider@warburg-research.com  Banks, Financial Services  aplaesier@warburg-research.com 

       Henner Rüschmeier  +49 40 309537-270  Franz Schall  +40 40 309537-230 
Head of Research  hrueschmeier@warburg-research.com  Automobiles, Car Suppliers  fschall@warburg-research.com 

       Jan Bauer  +40 40 309537-155  Malte Schaumann  +49 40 309537-170 
Renewables  jbauer@warburg-research.com  Technology  mschaumann@warburg-research.com 

       Jonas Blum  +40 40 309537-240  Patrick Schmidt  +49 40 309537-125 
Telco, Construction  jblum@warburg-research.com  Leisure, Internet  pschmidt@warburg-research.com 

       Christian Cohrs  +49 40 309537-175  Oliver Schwarz  +49 40 309537-250 
Industrials & Transportation  ccohrs@warburg-research.com  Chemicals, Agriculture  oschwarz@warburg-research.com 

       Felix Ellmann  +49 40 309537-120  Cansu Tatar  +49 40 309537-248 
Software, IT  fellmann@warburg-research.com  Cap. Goods, Engineering  ctatar@warburg-research.com 

       Jörg Philipp Frey  +49 40 309537-258  Marc-René Tonn  +49 40 309537-259 
Retail, Consumer Goods  jfrey@warburg-research.com  Automobiles, Car Suppliers  mtonn@warburg-research.com 

       Marius Fuhrberg  +49 40 309537-185  Robert-Jan van der Horst  +49 40 309537-290 
Financial Services  mfuhrberg@warburg-research.com  Technology  rvanderhorst@warburg-research.com 

       Ulrich Huwald  +49 40 309537-255  Andreas Wolf  +49 40 309537-140 
Health Care, Pharma  uhuwald@warburg-research.com  Software, IT  awolf@warburg-research.com 

       Philipp Kaiser  +49 40 309537-260     
Real Estate  pkaiser@warburg-research.com     

       Thilo Kleibauer  +49 40 309537-257     
Retail, Consumer Goods  tkleibauer@warburg-research.com     

       Eggert Kuls  +49 40 309537-256     
Engineering  ekuls@warburg-research.com     

     
INSTITUTIONAL EQUITY SALES   
     Marc Niemann  +49 40 3282-2660  Matthias Fritsch  +49 40 3282-2696 
Head of Equity Sales, Germany  mniemann@mmwarburg.com  United Kingdom  mfritsch@mmwarburg.com 

       Klaus Schilling  +49 40 3282-2664  Michael Kriszun  +49 40 3282-2695 
Head of Equity Sales, Germany  kschilling@mmwarburg.com  United Kingdom  mkriszun@mmwarburg.com 

       Tim Beckmann  +49 40 3282-2665     
United Kingdom  tbeckmann@mmwarburg.com     

       Lyubka Bogdanova  +49 69 5050-7411     
Ireland, Poland, Australia  lbogdanova@mmwarburg.com     

       Jens Buchmüller  +49 69 5050-7415  Julia Fesenberg  +49 69 5050-7417 
Scandinavia, Austria  jbuchmueller@mmwarburg.com  Roadshow/Marketing  jfesenberg@mmwarburg.com 

       Alexander Eschweiler  +49 40 3282-2669  Juliane Niemann  +49 40 3282-2694 
Germany  aeschweiler@mmwarburg.com  Roadshow/Marketing  jniemann@mmwarburg.com 

             
SALES TRADING   
      Oliver Merckel  +49 40 3282-2634  Bastian Quast  +49 40 3282-2701 
Head of Sales Trading  omerckel@mmwarburg.com  Sales Trading  bquast@mmwarburg.com 
      Elyaz Dust  +49 40 3282-2702  Jörg Treptow  +49 40 3282-2658 
Sales Trading  edust@mmwarburg.com  Sales Trading  jtreptow@mmwarburg.com 
      Michael Ilgenstein  +49 40 3282-2700  Jan Walter  +49 40 3282-2662 
Sales Trading  milgenstein@mmwarburg.com  Sales Trading  jwalter@mmwarburg.com 
       
MACRO RESEARCH   
      Carsten Klude  +49 40 3282-2572  Dr. Christian Jasperneite  +49 40 3282-2439 
Macro Research  cklude@mmwarburg.com  Investment Strategy  cjasperneite@mmwarburg.com 
      
Our research can be found under:   
     
Warburg Research  http://research.mmwarburg.com/en/index.html  Thomson Reuters  www.thomsonreuters.com 
       Bloomberg  MMWA GO  Capital IQ  www.capitaliq.com 
       FactSet  www.factset.com     
       
For access please contact:     

Andrea Schaper  +49 40 3282-2632  Kerstin Muthig  +49 40 3282-2703 
Sales Assistance  aschaper@mmwarburg.com  Sales Assistance  kmuthig@mmwarburg.com 
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