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The glimpses of positivity that we reported in the first half

of 2024 have not heralded a bright new dawn and market
expectations of substantive growth and margin improvement
have again been pushed out. One step forward, two steps back.
The story is a familiar one: unsettled geopolitics and pressure
on household budgets are tempering consumer spending, with
a consequent impact on corporate marketing and advertising
spending. The macroeconomic unanswered questions and a lack
of clarity on how Al will affect business models and practices
are producing an ongoing hiatus in larger digital transformation
projects. These are still in the wings, but conversion cycles are
long. Our analysis highlights stocks trading below their long-
term average ratings in the UK, Continental Europe and North
America. We include a further screen that gives some indication
of relative value, by comparing prospective EV/sales multiples
(including leases) with EBITDA margin. The clear majority of
stocks covered here look attractive on this basis, and when
sentiment shows more robust improvement, we would expect
these discounts to narrow relatively quickly.

MediaWatch: An introduction

This is our eighth edition of MediaWatch, and as we build the data, we believe it
delivers increasing value. The premise remains the same: we look at performance
and changes to consensus forecasts for companies in the media sector across the
UK, European and US markets. We highlight the direction of travel for revenue

and EBITDA (as a proxy for earnings) by looking at estimate changes across the
seven constituent media and entertainment subsectors, as defined by the MSCI
Global Industry Classification Standard (GICS), for CY24. We then look at the
individual stock level to see where current valuations are compared to their long-
term averages, using values back to 2006 to smooth out the cycle. On the basis of
our screens, a large majority of stocks continue to trade at a substantial discount to
their long-term average ratios, which indicates that pricing remains too low or that
market earnings estimates are still too high, or both. In this edition, we have again
included the absolute numbers of upgrades and downgrades in each subsector,
information sometimes swamped by movements in the dominating stocks.
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Mixed signals

There have been several high-profile profit warnings over the quarter from those that
had expected spending to increase in Q3 as the economy started to pick up, despite
continuing political uncertainty. The US elections might normally be expected to boost
spending and considerable funds have been raised, with these coming onto market late
in the campaigns. In the UK, the circumspect commentary around the economy from the
newly installed government ahead of the October budget led to something of a hiatus in
spend, despite the falling levels of inflation and prospects of lower interest rates.

The latest IPA Bellwether report contained seemingly contradictory findings, with the
number of UK companies expecting to increase their marketing spending being the same
as the number revising down, whereas previous surveys had weighed to the positive.
Main media advertising, PR and experiential all had better sentiment, while market
research and out-of-home advertising weakened. Companies also reported their own
financial outlooks as softer and were more pessimistic in their overall expectations for the
industry.

Publicis still leading quarterly performance table

Exhibit 1: Q3 geographic performance of industry majors

Source: Company Q3 reports

The relative performance of the major holding companies in the sector will not have
surprised observers, with the continuing strength of Publicis, where guidance for the full
year has been stepped up from 4-5% initially, to 5% in July and now (at least) to 5.5%.
Success in winning new business is at the core, with the capabilities at Epsilon combined
with the creative and media offering attracting clients, offsetting continued weak markets
for larger digital transformations projects. This latter factor is widely cited across the
sector and shows little sign of improving in the short term and probably not ahead of a
lessening of the current geopolitical instabilities.
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Omnicom'’s figures also pleased the markets, with organic revenue (note, not net revenue
as reported by the others) up 9.4% in Q3 in its largest segment of Advertising & Media,
accounting for 53% of group revenue for the first nine months. Its largest market is the
US, and here the organic growth of 6.5% is clearly ahead of peers.

WPP’s Q3 results were slightly better than had been anticipated, with organic growth
(revenue less pass-through costs) of 0.5%, with North America up 1.7%, western
Continental Europe up 2.2% and the UK remaining flat. Earlier client losses are still
working their way through but new business performance is improving, with WPP’s Al-
powered Open Media Studio cited as being key to the recent important win at Amazon.
This, along with the wins at Unilever, Henkel and, more recently, Starbucks, have
improved the company’s prospects into 2025 as those earlier losses cycle out. The tone of
the outlook was more positive, although Q4 will be against a tougher comparative period
and continuing macroeconomic uncertainty. Full-year guidance was unchanged at -1.0%
to 0.0%.

Dentsu has yet to report at the time of writing.

Netflix

Qg3 results were okay but not spectacular, so the rebound in the share price looks like
relief that they were not worse. The advertising tier is starting to build, but it is not yet
making any significant impact on the group’s financial results. The key question remains
whether it can really achieve what it wants in the streaming/video consumption market
when it does not have a credible, broad offering in sports. Management is shifting the
reporting lines away from subscriber numbers, which doubtless prompts speculation that
they (or rather, the growth rates in subscriber numbers) will not be looking particularly
flattering in reporting periods beyond Q4, which would be expected to continue to show
recent growth, given the inherent seasonality.

Budget impact on the UK media sector

There was relatively little in the budget speech that directly pertained to the media sector,
beyond additional tax relief support for the visual special effects industry. However, there
was acknowledgement of the importance of the sector to the UK economy and of its
potential to stimulate growth. The Department for Culture, Media and Sport (DCMS) is

to continue with the British film and high-end TV inquiry, with the initial inquiry having
fallen victim to the calling of the general election. This inquiry is focused on ensuring that
the UK continues to be attractive as a global destination for production, including the
availability of a suitably skilled workforce. Its remit includes the ethical use of Al in film
and TV.

The DCMS is set to receive a real-terms 2.6% funding uplift, receiving £2.3bn in total
from 2025 to 2026 for capital spending on future projects. However, the allocation to
meet running costs is to remain fixed at £1.5bn over three years (2023-26), a real-terms
decline of 2.5%.

MEDIAWATCH NOVEMBER 2024




EDISON THEMES

MACROECONOMIC
OVERVIEW

Global growth forecasts stable but ‘underwhelming’

There were mixed fortunes for the different geographies in the IMF’s updated World
Economic Outlook released in October but no significant changes to overall global
growth estimates (forecast at 3.2% for both 2024 and 2025). On the plus side, 2024
growth estimates increased for the US (to 2.8% from 2.6% in July 2024) and there was a
significant jump for the UK (to 1.1% from 0.7%). These have been the key sources of good
news this year, with cumulative upgrades of 0.7% and 0.5%, respectively. On the negative
side, there were relatively minor downgrades to 2024 growth estimates for the Euro

Area (to 0.8% from 0.9% in July 2024) and emerging or developing economies (to 4.2%
from 4.3%). All the changes flowed through to upgrades or downgrades for the individual
geographies in 2025, apart from the UK where growth estimates were unchanged at
1.5%, although this is higher than its expected 2024 growth. The growth estimates
remain, to quote the IMF, ‘underwhelming’ versus historical levels of growth but not bad
given where we have come from.

UK budget signals short-term GDP boost, neutral
medium term

The UK budget at the end of October brought some substantive changes to the running
of the UK economy, many of which had been well flagged in the days and weeks

running up to the announcements. The accompanying review by the Office of Budget
Responsibility (OBR) suggests that these policies should provide a short-term boost,

with the overall outlook for GDP being broadly unchanged on a five-year perspective.
The OBR’s opinion is that if these policies were to be maintained, they would have a
positive impact on the national infrastructure and the potential for national output over
the longer term. It also anticipates that the measures announced will lead to higher levels
of inflation; marginal in 2024 but more substantive in 2025, rising from 1.5% to 1.6% for
2024 and from 1.5% to 2.6% for 2025.
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Exhibit 2: OBR forecasts 2023-24 to 2029-30

Source: Office of Budget Responsibility

The initial reaction of the Institute for Fiscal Studies (IFS) contained some scepticism over
the ability of the government to stay within the spending envelope set for the outer years,
although it should be noted that the IFS is never inclined to ringing endorsements of
politically driven strategies. While the initial reaction of the bond markets was subdued,
in subsequent days, gilt yields have risen with the prospects of higher levels of borrowing
within the economy and the high proportion of GDP attributable to the state, as shown in
the table above.

The biggest outstanding questions remain over the ability of these policies to stimulate
growth in the economy.

Consumer confidence, mixed and choppy

Consumer confidence has been a bit more variable in recent months. There was a large
dip in the overall UK consumer confidence indicator in September 2024, which came

as a bit of a blow as it was only the second month-on-month decline of 2024, followed
by another slight dip in October. The size of the correction was so large that it took the
overall indicator back towards levels last seen at the start of the year. Looking at the
individual indicators, there were large drops for the ‘climate for major purchases’, ‘general
economic situation next 12 months’ and ‘personal financial situation next 12 months’
indicators, the latter moving into negative territory for the first time in 2024. Despite
the generally more buoyant mood elsewhere, due to inflation declining, potentially lower
interest rates and more favourable signs in the housing market, the decline was attributed
to concerns about the budget.

Exhibit 3: GfFK UK consumer confidence
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In contrast to the UK, consumer confidence in the Euro Area has been on a broadly
improving trend through the summer, continuing its prior recovery. However, there was
some weakness in one of the constituent indices, the ‘major purchase next 12 months’
indicator, in the most recent two months, August and September 2024. Conversely,
consumer confidence in the US saw a similar deterioration in September 2024 as the UK
but this was the fifth month-on-month decline this year, so it has been a bit more variable
than the UK’s mainly improving trend through 2024.

Exhibit 4: Euro Area consumer confidence Exhibit 5: US consumer confidence
(European Commission) (The Conference Board)
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MEDIA SECTOR IN 0324

The variability in the macroeconomic outlook referred to above is reflected in the changes
to profit expectations across the sector. Having celebrated the move into positive
territory for the ratio of upgrades to downgrades in our last quarterly review, we have
moved back to having a majority of lowered forecasts. Considering the tenor of the

Q224 results and statements, it does follow. At the start of the year, the consensus was
for revenues and profits to be weighted to the second half (as they would be in ‘normal’
circumstances anyway), with improving momentum that should have continued into 2025.
With the continuing geopolitical uncertainties, that expected resurgence of confidence
has been pushed out further. Upgrades have not completely disappeared, but they are
more likely to be related to company-specific factors rather than market improvements.

Exhibit 6: Quarterly progression in upgrades or downgrades to CY24 profit estimates
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Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)

Within Q324, the UK entertainment sector was the best performing, although it is worth
noting that this is one of the smallest sectors of the nine tracked in Exhibit 7, below. UK
interactive media and services also had a stronger quarter. Over the longer term, though,
sector performance since December 2022 remains dominated by the outstanding share
price performance of the North American interactive media and services sector, which
has more than doubled over that time frame.
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Exhibit 7: Performance of media sectors (indexed to December 2022)
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The movements in CY24 EBITDA forecasts have been less marked in the quarter, with
the only meaningful upward revisions in the UK entertainment and North American
interactive media and services sectors. The European entertainment sector was the only
sector to record a meaningful decline in EBITDA forecasts, with the individual factors
discussed in greater detail in the regional reporting below.

Exhibit 8: CY24 EBITDA estimates of media sectors (indexed to December 2022)
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Looking at these consolidated estimates, there are unlikely to ever be dramatic changes
from quarter to quarter, bar major international shocks. Revenue forecast growth for the
UK for CY24 has slipped to a decline of 1% from an uplift of 1% at the end of Q224, with
expectations for CY25 returned to 4%, having edged up to 5% at the close of Q2.
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There have been no meaningful changes to revenue growth expectations, and a 1%
increase in that expected in North America for CY25 of 1% to 8%. On the EBITDA front,
there is now less optimism for any improvement in UK margins, and a similar reining

in of forecasts leaves Europe looking for margins flat year-on-year. North American
expectations are unchanged. The much higher margins in North America reflect the heavy
weighting of the interactive media and service stocks in that market.

Exhibit 9: Regional media consensus estimates

Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)
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RELATIVE SECTOR
VALUATIONS

In Exhibit 10 we show the valuations of the subsectors across all geographies as at 30
September 2024, ordered by the greatest discount to long-term average EV/EBITDA
multiples, to highlight the relative valuations across the geographies and subsectors.

For the regional screen we show the following:

Consensus CY24 revenue and profit estimates

The absolute change in CY24 EBITDA margin between July and September 2024.
The changes can reflect a combination of the introduction/removal of estimates for
an individual company that were included/excluded previously, underlying changes
to estimates and changes in foreign exchange rates during the period for those
companies with overseas earnings.

The change in both CY24 sales and EBITDA estimates.

The prospective EV/sales and EV/EBITDA multiples for CY24, priced as at end
September 2024, and how they compare with the long-term average multiples. The
long-term average covers the period 2006-23, so that we include changes over the
cycle (ie to include the global financial crisis of 2007-08). Unlike the company-specific
screens, we have included EBITDA loss-makers within the aggregate multiple to

fully reflect the forecast profitability and subsequent ratings of the subsectors. Our
enterprise value calculation includes IFRS 16 accounting changes, effective from 1
January 2019. Consequently, it will affect the comparability of EV/EBITDA multiples
either side of that date, given that it affects both the numerator and the denominator
of the multiple. The subsectors are sorted by ascending order of the discount/premium
to their long-term average.

For the company screens, we have excluded companies that are either currently
EBITDA loss-making or where the long-term average EV/EBITDA multiple is negative.
We have also only included those companies for which consensus is forecasting
positive free cash flow in CY24 and CY25. Consequently, not every company in the
region is shown in our screens.

MEDIAWATCH NOVEMBER 2024



EDISON THEMES

m For the individual company screens, we show the CY24 EBITDA margin relative, which
shows how the subsector’s prospective margin compares with the range of reported
profit margins between 2006 and 2023. A negative percentage indicates an expected
margin that is below those achieved between 2006 and 2023, a percentage between
0% and 100% indicates where the expected margin is within the range within that
period and a percentage greater than 100% indicates an expected margin that is
greater than the subsector has achieved within that same period of 2006 to 2023.
Comparison of relative margins over time is helpful in providing some context for the
prospective EV/EBITDA multiples versus historical multiples.

At the end of September 2024, 12 of the 20 subsectors were trading at discounts to
their long-term average EV/EBITDA multiple. For 17 of the subsectors the market was
expecting sales growth in CY24 and profit growth in 12 of the subsectors.

EBITDA margins were broadly unchanged in the quarter at the sector level. As seen in
Exhibit 7, a number of subsectors across all three regions continue to trade at significant
discounts to their long-term average EV/sales and EV/EBITDA multiples.

Exhibit 10: Relative subsector valuations in Q324

Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)

For the individual companies we provide two screens. We look at prospective EV/sales
multiples (including lease liabilities) versus prospective FY24e EBITDA margins to give a
better sense of relative valuation among the sectors. We work on the assumption that a
higher level of profitability would justify a higher valuation, all other things being equal,
while recognising different industries have different investment requirements, growth
rates and levels of profitability. For EV/sales versus EBITDA margin, we draw a line of
best fit and select the companies below that line of best fit (ie those that have a relatively
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low EV/sales multiple for a given EBITDA margin). We note that across all regions,

there was almost no correlation (R-squared of >0.10) between EV/EBITDA multiples

and prospective EBITDA margins. We supplement this with a screen that looks at the
prospective EV/EBITDA multiples for these companies versus their historical multiples, to
provide a good comparison of a company’s absolute value versus its own history.

We create the subindustry aggregations bottom-up, by summing the data for the
individual companies in the sectors. The quoted changes in market values and growth
rates for estimates are on a like-for-like basis (ie we only include data for a company if
there is data for both the base and current period). The source of our data is LSEG Data &
Analytics (formerly Refinitiv), and so we are dependent on the completeness (LSEG may
not include data from all covering analysts and may not include every line item of the
analysts’ models), timeliness and therefore accuracy of its data.

MEDIAWATCH NOVEMBER 2024
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We show the breakdown of the UK media GICS subsectors by market capitalisation at
the end of Q324 in Exhibit 11. We highlight some key drivers behind the movements in
the media in each region. The UK has a heavy weighting to the advertising and interactive
media & services subsectors, followed by broadcasting. The remaining subsectors account
for 5% or less of the total.

Exhibit 11: UK GICS media subsector breakdown by market value
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Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)

The UK media’s 2% return in Q324 outperformed the wider UK market’s 1% return,
reversing the underperformance in the two preceding quarters. The performances of the
underlying subsectors were mixed, with three outperforming and three underperforming.
There were notable strong returns in movies and entertainment (+18%) and interactive
media & services (+10%), which were offset in part by the 1% decline in the advertising
subsector. This was driven by a weaker quarter from the subsector’s largest company,
Informa, and a weak quarter from 4imprint, which more than offset the 5% uptick in
WPP’s market value. The overall outperformance of the media sector was despite a

net downgrade of 1% to aggregate CY24e EBITDA in the quarter. The broadcasting
subsector’s market value fell 2% despite a net upgrade of 2%, while interactive media &
services’ significant quarterly return was despite negligible movements in consensus profit
estimates. In the year to end-Q324, the UK media sector slightly underperformed with a
positive return of 5% compared to the market’s 6% return.
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Exhibit 12: UK sector performance versus consensus CY24 profits in Q324
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Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)

In Exhibit 13 we show the number of companies receiving upgrades and downgrades

in Q324 within the subsectors to eliminate any skewing of estimate changes for the
major companies and display the overall health of the subsectors. The UK saw a return

to a net number of downgrades to upgrades in Q324, having received net upgrades for
the first time in a year in Q224. Two of the subsectors, broadcasting and movies and
entertainment, saw net upgrades. This was, however, offset by the five net downgrades in
the advertising subsector.

Exhibit 13: Number of companies to receive upgrades or downgrades to CY24 profit
forecasts in Q324
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Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)

This shows a slight reversal in sentiment in the market towards the media sector, with the
overall number of net downgrades at three. The scale of this, however, is far less than in
both Q323 and Q124, likely reflecting the greater level of certainty for investors as we
approach the end of CY24.
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Exhibit 14: Quarterly progression in upgrades or downgrades to CY24 profit forecasts
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Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)

UK media valuation opportunities

As highlighted earlier, we supplement our absolute valuation screen, which for each
company looks at prospective EV/EBITDA multiples versus its long-term average, with
a screen that gives some indication of relative value, by comparing prospective EV/sales
multiples (including leases) with EBITDA margin.

We can see from Exhibit 15 that there is a relatively strong correlation between EV/sales
multiples and EBITDA margins (R-squared 0.72) in the UK. The data is not complete for
all companies, which likely affects the calculation of the line of best fit. That said, the UK
has the highest proportion of companies that have both an EBITDA margin and EV/sales
multiple, at 68% of the total UK media universe.

Exhibit 15: Correlation of CY24e EV/sales multiple and EBITDA margin
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Exhibit 16 highlights all the companies that feature in the correlation analysis, regardless
of where they sit relative to the line of best fit. The companies are ordered by those that
feature below the line of best fit first, and then subsequently the discount versus their
long-term EBITDA multiple. Overall, there were 25 companies that sit below the line

of best fit, which, except for one, were trading at a discount to their long-term average
multiple at the end of Q324.
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Exhibit 16: UK valuation screen

Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)
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In Exhibit 17 we show the shape of the European media GICS subsectors by market value.
The contribution spread among the subsectors is much greater than in the UK. Movies
and entertainment is the largest subsector in Europe, accounting for 40% of the total.
Three of the remaining subsectors account for more than 10% of the market value.

Exhibit 17: Continental Europe GICS media subsector breakdown by market value
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Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)

The European media market underperformed in Q324, falling 1% versus a 2% rise in the
wider market. Therefore, and perhaps unsurprisingly, a greater number of subsectors
underperformed (four) than outperformed (two), signalling a weaker period for the
European media market. There was less deviation among the European subsectors,
ranging between £5%. Changes to profit estimates were fairly muted in Q324, aside
from the interactive home entertainment subsector, which saw a 12% downgrade to
CY24 profit estimates. This was primarily driven by the 24% downgrade to earnings
estimates for Ubisoft, which in late September lowered its FY25 guidance due to a
weaker-than-expected launch of its Star Wars Outlaws game and announced a three-
month delay to its major Assassin’s Creed Shadows release, to February 2025.

Exhibit 18: Continental Europe subsector performance versus consensus CY24 profits in Q324
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Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)
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Despite the 2% downgrade to the total media sector’'s CY24 EBITDA forecasts, the sector
saw a net number of downgrades in Q324. This was despite more subsectors receiving a
net number of upgrades (four) than downgrades (three). That said, the interactive home
entertainment subsector saw a net downgrade of eight, while advertising received a net
number of six downgrades.

Exhibit 19: Number of companies to receive upgrades or downgrades to CY24 profit
forecasts in Q324
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Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)

As with the UK, Europe saw a reversal in momentum in the direction of upgrades relative
to downgrades, with a greater number of net companies receiving downgrades in Q324
than in Q224. Net downgrades continue to be a feature of the European media sector, as
shown in Exhibit 20.

Exhibit 20: Quarterly progression in upgrades or downgrades to CY24 profit forecasts
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Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)
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Continental Europe media valuation opportunities

We show in Exhibit 21 the output from the valuation screen as described previously,
for the Continental European companies. There is less correlation between prospective
CY24e EBITDA margins and EV/sales multiples than in the UK, with an R-squared of 0.27.

The data from LSEG Data & Analytics is less comprehensive than in the UK, with just 36%
of media companies having a data point for both FY24e EV/sales and prospective EBITDA
margin. As shown in Exhibit 22, there is one company with a negative EV/sales multiple,
Dont Nod Entertainment, due to its negative EV position.

Exhibit 21: Correlation of CY24e EV/sales multiple and EBITDA margin
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In Exhibit 22 we feature all the companies in the regression analysis, regardless of where
they sit relative to the line of best fit. As with the UK, the companies are ordered by those
that feature below the line of best fit, and subsequently then the discount versus their long-
term EBITDA margin. As at 30 September there were 71 companies below the line of best
fit, five of which were trading at a premium to their long-term average EV/EBITDA multiple.
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Exhibit 22: Continental European valuation screen
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Exhibit 22: Continental European valuation screen cont.
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Exhibit 22: Continental European valuation screen cont.

Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)
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We show in Exhibit 23 the make-up of the North American media market, which is heavily
weighted towards the interactive media & services subsector. This subsector includes
mega-caps Alphabet and Meta Platforms, which together account for 69% of the North
American media sector. Movies and entertainment makes up 14% of the total, with the
remainder of the subsectors accounting for less than 10% each.

Exhibit 23: North American GICS media subsector breakdown by market value

Broadcasting Advertising
Publishing 1% 2%

1% Interactive home entertainment
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6%
Movies and entertainment
14%

Interactive media & services
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Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)

The North American media sector performed in line with the wider market’s 6% return,
although more subsectors underperformed (four) than outperformed (three). Within
this, interactive media & services was the only subsector to see a negative return in
the quarter despite a net upgrade of 2% to CY24 EBITDA estimates, as the 9% fall in
Alphabet’s market value was offset by the 14% rise in Meta Platforms. Alphabet shares
have been weak in recent months due to antitrust probes by the US Department of
Justice that could result in a potential breakup of the company or force Google to
share data with its competitors. Offsetting this, there were strong performances in the
interactive home entertainment (+11%), broadcasting (+11%) and advertising (10%)
subsectors. Advertising’s strong return was despite a net downgrade of 2% to profit
estimates, likely reflecting a rebound recovery in the subsector’'s market values.

Exhibit 24: North America subsector performance versus consensus CY24 profits in Q324

Interactive home entertainment
Broadcasting
Advertising [}
North American market
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Movies and entertainment [}
Interactive media & services [ ]
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m Market value change in Q124 W CY24e profit change in Q124

Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)
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Looking at the estimate changes for the individual companies in North America, as with
both the UK and Europe, there were a net number of downgrades in the quarter. Only
two subsectors, interactive home entertainment and cable & satellite, received net
upgrades, with four of the remaining subsectors receiving net downgrades.

Exhibit 25: Number of companies to receive upgrades or downgrades to CY24 profit
forecasts in Q324
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Number of companies
CY24 downgrades m CY24 upgrades

Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)

As with the other regions, momentum has reversed, having shown signs of positivity in
Q224. The net number of downgrades was five compared to a net neutral movement in the
previous quarter. The scale of the downgrades, however, is the smallest excluding Q224.

Exhibit 26: Quarterly progression in upgrades or downgrades to CY24 profit forecasts
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Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)
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North American media valuation opportunities

Exhibit 27 shows the output from our valuation screens for North American companies.
There is a lower correlation in North America than for both Continental Europe and the
UK with an R-squared of just 0.19.

The data from LSEG Data & Analytics for companies with both a CY24e EBITDA margin
and an EV/sales multiple remain patchy, with just 32% of companies having both.

Exhibit 27: Correlation of CY24e EV/sales multiple and EBITDA margin
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Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)

Exhibit 28 highlights all companies in the correlation analysis, regardless of where they
sit relative to the line of best fit. As with the other screens, the companies are ordered

by those that feature below the line of best fit first, and subsequently then the discount
versus their long-term EBITDA multiple. There were 94 companies that sit below the line
of best fit, of which just 10 were trading at a premium to their long-term discount. Of the
total 145 companies featured in the screen, only 23 were at a premium to their long-term
average EV/EBITDA multiple at the end of Q324. For those companies with an N/A value
for the premium/discount to EV/EBITDA multiple there is not a historical multiple for the
company as we exclude loss-making years from the long-term average.
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Exhibit 28: North American valuation screen
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Exhibit 28: North American valuation screen cont.

Cont.
MEDIAWATCH NOVEMBER 2024




EDISON THEMES

PAGE 32
Exhibit 28: North American valuation screen cont. o

Source: Edison Investment Research, LSEG Data & Analytics (30 September 2024)
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General disclaimer and copyright

This report has been prepared and issued by Edison. Edison Investment Research standard fees are £60,000 pa for the production and broad dissemination of a
detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for
the provision of roadshows and related IR services for the client but does not get remunerated 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 of this report has been compiled from publicly available sources that are believed to 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 represent those of the research department of Edison at the time of publication. 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.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or
expenses incurred or suffered by you arising out or in connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any 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 effect, any transaction in a security. The
securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. 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, subject to Edison’s policies on personal dealing and conflicts of interest.

Copyright: Copyright 2024 Edison Investment Research Limited (Edison).

Australia

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (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 it, 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 personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having regard
to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any
relevant Product Disclosure Statement or like instrument.

New Zealand

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. 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 the FAA (i.e. without taking into account
the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision.

United Kingdom

This document is prepared and provided by Edison 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.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments,
i.e. investment professionals within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the
“FPQ”) (i) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49 of the FPO and (jii) persons to whom it is otherwise
lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in 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 information and may not be reproduced by, further distributed to or published in whole or in part by, any
other person.

United States

The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an
investment adviser with the Securities and Exchange Commission. Edison 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. This report is a bona fide publication of general and regular
circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As
such, Edison does not offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report
constitutes a recommendation to buy, sell or hold that or any security, or that any particular security, portfolio of securities, transaction or investment strategy is
suitable for any specific person.

London | New York | Frankfurt
20 Red Lion Street

London, WCIR 4PS

United Kingdom
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