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Media and Games Invest

Acquisition of Kingslsle Entertainment

Media and Games Invest (MGI) has announced the acquisition of US-based
Kingslsle (online PC games Pirate101, Wizard101) for a cash consideration
of US$126m plus a cash earn-out of up to US$84m (up to US$210m in
total). FY21 guidance for Kingslsle is for revenues of US$32m and ad;.
EBITDA of US$21m (68% adj. EBITDA margin). The fixed cash
consideration represents an EV/adj. EBITDA multiple of 6.0x, with a range
of 5.8-7.3x including the earn-out. This is a major, transformative
acquisition for MGI, struck at an attractive multiple (6—7x FY21 adj.
EBITDA) given the high multiples seenelsewherein the games sector.
Assuming MGI can deliver similar efficiencies to previous acquisitions,
there should be further EBITDA upside from the transaction, with the
potential for mobile and console launches based on the IP from FY22.

Mature PC titles with mobile/console upside

Kingslsle’s flagship title isthe MMORPG Wizard101 (launched in 2008), supported
by Pirate101 (launched in 2012). Wizard101 and Pirate101 generate revenues
almostexclusively from North America. With the mobile rights for Wizard101 and
Pirate101lincludedinthe transaction, there is future growth potential from
launching the games on console and mobile from FY22.

9M20: 28% pro-forma group adj. EBITDA margin

With sustainable revenues and a 9M20 adj. EBITDA margin of 66% (MGI 9M20:
21%), Kingsilsle strengthens MGI's quality of earnings, delivering pro-forma margins
of 28%. MGI generated €19m of adjusted EBITDA and Kingslsle €12m during the
first nine months 2020; on a proforma basis, MGI's 9M20 EBITDA rises by c 60%,
to €31m, even after normalising Kingslsle’s earnings for the positive effect of
COVID-19. The transaction is expected to be earnings enhancing from day one.

€25m placing to Oaktree at €2.14 per share

To fund the transaction, MGl placed 11.7m shares at €2.14 pershare (a 4%
discountto the prevailing price) to Oaktree Capital Management, generating
proceeds of €25m. Holding ¢ 9% of MGI, Oaktree is expected to be an anchor
investor for MGI over a three- to five-year investmenthorizon.

Valuation: Attractive growth fundamentals

Although MGI's net leverage ratio is at the top end of management’s targetrange of
2-3x, with strong cash flowsitis expected to reduce to the lowerend over the next
12-18 months. MGI's underlying growth remains attractive (43% revenue CAGR
FY15-20 based on consensus), supported by M&A. Multiples should continue to
normalise towards peer averages as investors become more familiar with MGl.

Consensus estimates

Year Revenue  Adj. EBITDA* PBT EPS EV/adjusted PIE
end (€m) (€Em) (€) (€) EBITDA* (x) (x)
12/18 32.6 13.4 0.7 0.01 28.4 N/A
12/19 83.9 18.1 (0.8) (0.01) 21.0 N/A
12/20e 130.3 24.5 3.1 0.03 15.6 95.0
12/21e 143.0 29.3 6.8 0.05 13.0 57.0

Source: MGl accounts (historical figures), Refinitiv consensus (forecasts). Note: *EBITDA
adjusted for one-off M&Aand financing costs.
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Business description

Media and Games Invest (MGlI) is a fast-growing and
profitable digital games company with a strong,
supportive media unit. The company combines
organic growth with value-accretive acquisitions to
deliver strong and sustainable earnings growth.
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Experienced managementteamwith a proven
buy-and-build M&A track record.

Capitalising on surge in gaming demand and
long-term growth trends.

43% forecast revenue CAGR FY15-20.

Bear

After a period of rapid transformation, the group
structure is only startingto settle.

Debt levels remainelevated, towards the top of
management’s 2-3x EV/EBITDA guidance.

MGI’s portfoiio is PC focused, with mobile an
area of future strategic development.
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EDISON

This report has been commissioned by Media and Games Invest and prepared and issued by Edison, in consideration of a fee payable by Meda and Games Invest. Edison Investment Research standard fees are £49 50C
pa for the production and broad dissemination of a detailed note (Oufook) following by regular (typically quarterly) update notes. Fees are paid upfont in cash without recourse. Edison may seek additional fees for the
provision of roadshows and related R services for the client butdoes notgetremunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication ofthis report has been compiled from p ublicly available sources that are believed o be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represen t hose of the research department of Edison at the ime of publication. Forward -ooking informatior
or statements in this report contain information that is based on assumptions, frecasts of future results, estimates of amounts nct yet determinable, and therefore involve known and unknown risks, uncertainties and oher
factors which may cause the actual results, performance or achievements of their subject matter o be materially differentfrom current expectafons.

Exclusion of Liabilty: To the fullest extent allowed by law, Edison shall notbe liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising outor in
connection with the access to, use of or refiance on any information contained on this note.

No personalised advice: The information that we provide should not be construed inany manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to efect, any transaction in a security. The securities described in the report may not be eligible for sale inall jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has arestrictive policy relating to personal dealing and conflicts of interest. Edison Group does notconduct any investment business and, accordingly, does notitseff hold any
positions in the securities mentioned in tis report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities menfoned in this report, subject
Edison's policies on personal dealing and conficts of interest.

Copyright: Copyright 2021 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Re presentative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to i, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your p ersonal circumstances, needs or objectives. You shoud, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial stuation and needs. Ifour advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statementor like
instrument.

The research in this document is intended for New Zeadand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for e
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 b buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general informaton 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 extentthat it contains any financia | advice, is
intended only as a “class service” provided by Edison within the meaning ofthe FAA (i.e. withouttaking into account the particular financial stuation or goas of any person). As such, it should not be relied upon in making
an investment decision.

This document is prepared and provided by Edison for information purposes only and should notbe 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 documenthas not been prepared in accordance with the legal requirements designed © promote the independence of investment research and is notsubject toany
prohibition on dealing ahead of the dissemination of investmentresearch.

This Communication is being distrbuted in the United Kingdom and is directed only at () persons having professional experie nce in matters relating to investments, i.e. investment professionals within e meaning of Artide
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQO") (i) high net-worth companies, unincorporated associations or cther bodies within the meaning of Article 49
of the FPO and (ji) persons to whom it is otherwise lawful to distribute it. The investmentor investment activity to which this document relates is available only to such persons. Itis not intended thatthis documentbe
distributed or passed on, directly or indirectly, to any other class of persons andin any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your informaton and may not be reproduced by, further distributed o or published in whole or in part by, any other person.

Edison relies upon the "publishers' exclusion” from the definition of investmentadviser under Section 202(a)(11) of e Inve stment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored toa specific investment portfolio or the needs of current and/or prospective subscribers. As su ch, Edison does not
offer or provide personal advice and te research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation  buy, sell or hold thator any security, or that
any particular security, portfolio of securtties, transaction or investment strategy is suitable for any specific person.
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