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Strong growth amid integration

GVC has announced a strong set of H118 results, with pro-forma net
gaming revenues (NGR) increasing 8% to £1,717m, driven by an
impressive 18% growth in Online. The integration of Ladbrokes Coral is on
track, with an additional £30m capex synergies identified. GVC is now a
leading player in the global gaming market and is well placed to continue
gaining share across all its key territories. M&A are likely to remain a
feature and there is significant potential upside from the US, which is not
in our estimates. The stock trades appropriately towards the top of its peer
group, at 10.3x EV/EBITDA and 13.5x P/E for 2018e.

Year Revenue  EBITDA PBT* EPS* DPS PIE Yield
end (Em) (Em) (Em) (P) (P) (x) (%)
12/16p 2,998.8 5234 257.7 NM NIM 7 7
1217p* 32915 666.5 462.8 NIM NIM N/A N/A
12118e 34727 7349 511.0 730 320 135 33
12119 3,558.5 7945 560.6 798 340 123 35
12/20e 33183 730.0 4916 69.4 36.0 14.2 37

Note: Pro forma results include LCL as if it has been included from 2016. *Normalised and
diluted (EPS) excluding amortisation of acquired intangibles, exceptional items and share-
based payments. **Continuing operations, excluding Turkey in 2017.

Strong H118 and continued momentum into Q3

Amidst a complex integration, GVC produced an impressive pro-forma H118 NGR
growth of 8% to £1,717m, driven by an 18% increase in Online and 29% growth in
European Retail. As expected, UK Retail NGR declined by 5% to £665m.
Altogether, the FIFA World Cup contributed £35m of NGR in H118 (pre-substitution)
and £64m for the whole tournament. Current trading into Q3 is strong, with group
NGR up 14% and Online up 30% (18-19% excluding World Cup/ margin benefits).
Our headline revenue and EBITDA forecasts remain broadly unchanged, although
we have lowered our EPS estimates due to higher forecast depreciation. On the
back of a 16p interim dividend, our 2018e dividend forecast goes from 30p to 32p.

Upside potential from US not in estimates

Following the repeal of PAPSA in May 2018, GVC announced a $200m JV with
MGM to provide sports betting and online gaming in the US. With access to 15
states, we believe this JV stands GVC in very good stead to benefit from what is
likely to be the largest regulated gaming market globally (c $9bn gross gaming
revenues, Global Market Advisors). Given the early stage of the regulatory
environment and the limited visibility, US revenues are not included in our
forecasts, but we believe the upside potential could be significant. In addition, GVC
is likely to pursue acquisitions (eg Crystalbet) in high-growth regulated markets.

Valuation: 10.3x EV/EBITDA and 13.5x P/E for FY18e

The LCL acquisition has cemented GVC'’s leading global position and the £130m+
cost savings are expected to contribute to significant EPS accretion. With net
debt/EBITDA peaking at 2.6x in 2018, strong FCF should rapidly drive down
leverage. The group trades at 10.3x EV/EBITDA and 13.5x P/E for FY18e,
appropriately towards the top end of the peer group.
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Gaining share across all key markets

H118 results: Strong growth amidst complex integration

Against the backdrop of a complex integration, GVC has produced an impressive set of interim
figures. Pro-forma H118 NGR growth of 8% of £1,717m was driven by an 18% increase in Online
and 29% growth in European Retail. As expected, UK Retail declined 5% to £665m. Altogether, the
FIFA World Cup contributed £35m of NGR in H118 (pre-substitution) and £64m for the whole
tournament. Current trading into Q3 is strong, with group NGR up 14% and Online up 30% (18—
19% excluding FIFA).

Online (52% of NGR): 18% growth

Online NGR increased 18% to £895m, reflecting market share gains across all key territories, as
well as a positive World Cup. For Sports Brands, NGR increased 19%, driven by a 23% increase in
the legacy GVC brands, as well as a 36% increase in Eurobet.it. Ladbrokes.com grew 7%, although
trading into Q2 and Q3 has been stronger, bringing it more in line with the Coral Brand. The Games
Brands NGR increased 13% and was boosted by an impressive 36% increase in Partypoker.

The contribution margin for the Online business declined from 44.7% to 40.7%, largely due to front-
ended FIFA World Cup-related marketing spend and the introduction of the point of consumption
tax (POCT) on UK gross bets. Total Online marketing spend was 26% of NGR in the period (vs
23.7% in H117). Management anticipates that full-year online contribution margin will be 42—43%,
as the impact of front-end marketing costs reverses.

UK Retail (39% of NGR): 5% decline

For the UK Retail division, a good World Cup helped to offset the impact of poor weather in Q118.
For H118, OTC wagers declined 8% (-6% I-f-1), the margin remained flat at 17.9% and total NGR
declined by 5% to £665m. The contribution margin for the UK Retail division declined from 72.0% to
71.4%.

The total number of shops declined from 3,660 at FY17 to 3,562 at H118 and preparations are
underway for ¢ 1000 shop closures once the Fixed Odds Betting Terminal (FOBT) limits are
introduced. Alongside the new FOBT rollout, the implementation of the new shop till system,
EPOS2, will be completed in 2019.

European Retail (8% of NGR): 29% growth

European Retail NGR increased by 29% to £134m, as a result of strong organic growth in Eurobet
Italy, estate growth in Ladbrokes Belgium and an increase in the OTC margin (from 14.8% to
17.8%). The contribution margin increased from 48.4% to 50.0%, with lower payments to
franchisees offset by front-ended World Cup marketing costs.

GVC has announced it will seek to grow this business through small bolt-on acquisitions and it
believes it is particularly well placed in Italy once an advertising ban on online operators is
enforced.

Trading: Strong Q3, FY18 expectations unchanged

Trading remains robust, with group NGR up 14% and Online NGR up 30% (or 18—-19% excluding
the impact of the World Cup). Management has stated the group remains on track to meet its FY18
expectations and we believe it should comfortably meet consensus figures. Our 2018e EBITDA
forecast remains unchanged.
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Exhibit 1: Divisional forecasts

P&L 2016 2017 2018e 2019 2020e
Online 1,296.3 1,602.8 1,838.7 1,968.8 2,157.4
UK Retail 1,431.1 1,391.1 1,318.0 1,254.9 802.0
European Retalil 212.0 240.9 268.7 286.6 309.7
Other 594 56.7 473 48.2 49.2
Total NGR 2,998.8 3,291.5 3,472.7 3,558.5 3,318.3
growth 0.0% 9.8% 5.5% 2.5% -6.7%
Online 286.2 406.9 467.5 531.5 592.9
UK Retail 253.3 256.6 246.0 225.9 56.1
European Retail 415 486 55.0 57.3 65.0
Other (12.6) (0.3) 38 4.8 49
Corporate (45.0) (45.3) (42.0) (45.0) (47.0)
Synergies 0.0 0.0 45 200 58.0
Total EBITDA 523.4 666.5 734.9 794.5 730.0
EBITDA margin 17.5% 20.2% 21.2% 22.3% 22.0%

Source: Company accounts and Edison Investment Research

International expansion

MGM JV: Creating a leading player in the US market

In July 2018, GVC and MGM Resorts announced the establishment of a 50/50 JV with a 25-year
exclusive agreement. The initial combined contribution is $200m. In essence, this JV should create
a leading US sports betting and interactive gaming platform with world-class content, state of the art
proprietary technology and broad distribution. As highlighted in Exhibit 2 below, the JV provides
access to 15 states and we believe the venture leaves GVC well placed to benefit from what is
likely to be the largest regulated gaming market globally.

Global Market Advisors has estimated that the US sports betting market could generate gross
gaming revenues of ¢ $9bn, split across the entire country. At this stage, it is difficult to know how
much market share GVC might gain within this context, but clearly the opportunities are significant.
Given the early stage of the regulatory environment and the limited visibility as to revenue
progression, US revenues are not included in our forecasts.

Exhibit 2: JV with MGM

Broad footprint and marketable customer base

MGM Sports Betting Regulatory Status
Nevada Fully regulated
New Jersey Fully regulated
Mississippi Fully regulated
New York Passed law but not yet regulated
Maryland Likely to pass law by 2019
Massachusetts Likely to pass law by 2019
Michigan Likely to pass law by 2019
Boyd? Sports Betting Regulatory Status
30”Mi“7i?h_ Pennsylvania Passed law but not yet regulated
o Ohio Likely to pass law by 2019
Clear path 1o 15 states with total addressable population Ilinois Likely to pass law by 2019
of ~90m Missouri Likely to pass law by 2019
Leading combination is well positioned to attract additional Kansas Likely to pass law by 2019
market access and other partners T Likely to pass law by 2019
Estimated that the current illegal sports-betting market is Indiana Legislative efforts anticipated 2019
worth $150bn3 wagering per annum — -
Louisiana Legislative efforts anticipated 2019

Source: GVC Investor Presentation (September 2018)
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Other markets: More bolt-on acquisitions expected

GVC completed the acquisition of 51% of Crystalbet for £36m in April 2018, with an agreement to

buy a further 49% for a maximum consideration of £172.5m in 2021 (outside our forecast period).

As detailed at the H118 results, Crystalbet’s results have already been impressive, with pro-forma
H118 NGR increasing by 80% (we estimate ¢ £25m NGR at H118) and over 300 games added via
GVC content deals.

Management has stated that it is actively seeking other similar M&A opportunities, with the focus on
regulated markets. GVC will also consider retail M&A where there is an opportunity to accelerate
online growth.

Integration update

As shown by the strong trading update, the integration of Ladbrokes has started well. All senior
management structures are fully in place and the detailed synergy plans have been signed off.
GVC remains comfortable with its guidance of £130m synergies by 2021 and it has now guided to
an additional £30m capex synergies. We highlight the updated synergy guidance in Exhibit 3 below.

The £44m technology and data synergies are largely dependent on negotiations with Playtech and
GVC expects to conclude a mutually beneficial agreement by year end (ie taking more Playtech
content in return for migrating away from Playtech’s platform).

Exhibit 3: Updated synergy guidance

. Capex Integration
Financial _ Synergles Costs

Year Cumulative Cumulative Cumulative

Exit Realised Realised In Year
Run Rate In Year InYear
2018 £7m fAm-£5m £0 £17m
2019 £35m f1eom-£26m £10m-£15m £30m
2020 £78m £52m-£62m £20m-£30m £43m
2021 £130m £104m-£114m £30m £31Tm
2022 £130m £130m £30m -

Source: GVC Investor Presentation (September 2018)

Regulatory update

Regulatory decisions are an important feature for all gaming companies. In this section we highlight
the key upcoming changes that are likely to meaningfully affect GVC.

UK FOBT: the changes in the maximum B2 stakes (£2 limit) are expected to be enacted in
2018, although the implementation date is still uncertain. We continue to model the impact of
the £2 FOBT limit from 2020. GVC anticipates a £120m fully mitigated impact on group EBITDA
by the end of the second year of implementation. Please see our for further
details.

UK potential RGD increase: the government is expected to announce an update on remote
gaming duty in the November budget, which is widely expected to be increased from 15% to
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20%. This is not in our figures and would have a negative impact of ¢ £20—25m on group
EBITDA.

Australian POCT: the majority of states will implement the online POCT on January 2019. The
exceptions are Queensland (October 2018) and South Australia (July 2017). The blended rate

impact for the group is ¢ 11.5% of gross gaming revenue and this is already in our forecasts.

Italy: all forms of direct marketing on gaming products will be banned from mid-2019. In this
context, GVC believes it will be competitively well placed given its 836 shops, where in-store

recruitment will be the only viable way of attracting customers online.

Financials and guidance

Following the H118 results and updated guidance on depreciation and capex spend, we have

updated our financial forecasts:

Our revenue and EBITDA forecasts remain broadly unchanged, with ¢ 1% increase in 2018e
revenues largely due to slightly higher estimates for the Online and European Retail divisions.

We have increased our dividend estimate from 30p to 32p, on the back of the 16p

announcement, which will be split evenly H1/H2.

Management has guided to depreciation and amortisation levels of £140m in 2018, £155m in
2019 and £165m in 2020. This compares to our previous estimates of £137m per year and is

the main reason for our lowered EPS forecasts.

We forecast net debt of £1,887m at YE18, which is flat vs H118, and equates to 2.6x net

debt/EBITDA. Our net debt/EBITDA ratio falls to 2.2x at the end of 2019.

Exhibit 4: Forecast changes

Revenue (£m) EBITDA (£m) EPS (p)
Old New % chg. Old New % chg. Old New % chg.
2018e 3,435 3,473 1.1 735 735 0.0 746 73.0 (2.1)
2019 3,536 3,559 0.7 804 795 (1.1) 84.8 79.8 (5.9)
2020e 3,454 3,318 (0.4) 740 730 (1.4) 76.7 69.4 (9.5)
Source: Edison Investment Research
GVC Holdings | 20 September 2018
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Exhibit 5: Financial summary

31-December
INCOME STATEMENT
Revenue (NGR)

Cost of Sales

Gross Profit

EBITDA

Normalised operating profit
Amortisation of acquired intangibles

Exceptionals
Share-based payments

Reported operating profit

Net Interest

Joint ventures & associates (post tax)

Profit Before Tax (norm)

Profit Before Tax (reported)

Reported tax
Profit After Tax (norm)

Profit After Tax (reported)

Minority interests
Discontinued operations
Net income (normalised)
Net income (reported)

Basic average number of shares outstanding (m)
EPS - basic normalised (p)
EPS - diluted normalised (p)

EPS - basic reported (p)
Dividend (p)

Revenue growth (%)
Gross Margin (%)
EBITDA Margin (%)

Normalised Operating Margin

BALANCE SHEET
Fixed Assets
Intangible Assets
Tangible Assets
Investments & other
Current Assets
Stocks

Debtors

Cash & cash equivalents

Other

Current Liabilities
Creditors

Tax and social security
Short term borrowings
Other

Long Term Liabilities
Long term borrowings

Other long term liabilities

Net Assets
Minority interests
Shareholders' equity

CASH FLOW

Op Cash Flow before WC and tax

Working capital
Exceptional & other
Tax

Net operating cash flow
Capex
Acquisitions/disposals
Net interest

Equity financing
Dividends

Other

Net Cash Flow
Opening net debt/(cash)
FX

Other non-cash movements

Closing net debt/(cash)

Source: Company accounts, Edison Investment Research
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£'m 2016
IFRS

2,998.8
(1,233.8)
1,765.0
5234
3764
(200.0)
(534.3)
(31.8)
(389.7)
(124.6)
5.9
2577
(508.5)
236
2577
(508.5)
0.0
284
222.4
(456.5)

NM
NM
NM
NM
NM

NM
58.9
17.5
12.6

6,040.7
5,605.3
245.0
1904
792.0
16
3426
2722
1756
(1,583.1)
(699.9)
(67.7)
(742.4)
(73.1)
(1,052.8)
(749.6)
(303.2)
4,196.9
0.0
4,196.9

558.6
38
(534.3)
(6.5)
217
(58.2)
(1,032.4)
(71.1)
158.8
(30.4)
1093
(902.4)
3127



EDISON

Edison is an investment research and advisory company, with offices in North America, Europe, the Middle East and AsiaPac. The heart of Edison is our world-renowned equity research platform and deep multi-sector
expertise. At Edison Investment Research, our research is widely read by international investors, advisers and stakeholders. Edison Advisors leverages our core research platform to provide differentiated services including
investor relations and strategic consulting. Edison is authorised and regulated by the . Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. Edison NZ
is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research Inc (Edison
US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Pty Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison. Edison Germany
is a branch entity of Edison Investment Research Limited [4794244].

DISCLAIMER

Copyright 2018 Edison Investment Research Limited. All rights reserved. This report has been commissioned by GVC Holdings and prepared and issued by Edison for publication globally. All information used in the
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clients" within the meaning of the Corporations Act 2001 of Australia. The Investment Research is distributed in the United States by Edison US to major US institutional investors only. Edison US is registered as an
investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of
1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about companies in which we believe our readers may be interested and this
information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be construed in any manner whatsoever as, personalised advice. Also, our
website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The research in this
document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the purpose of the
Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the topic of this
document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A marketing
communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any prohibition on
dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report. Edison or its
affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject to large and sudden swings. In
addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not necessarily a guide to future performance. Forward-looking
information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. For the purpose of the FAA, the content of this
report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or disposing (including refraining from acquiring or
disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class service” provided by Edison within the meaning of
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