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NZME (NZM) has downgraded its FY24 EBITDA guidance by -8% at the midpoint, reflecting weaker-than-expected
advertising revenue and cost pressures. After a solid start, advertising revenue growth slowed over the first nine months of
FY24 as signs of improving sentiment faltered. September 2024 was a particularly challenging month, resulting in
advertising revenue falling -1% in 3Q24 versus the prior comparable period. NZM is leveraged to a potential recovery in the
economy and the property market. There are emerging signs that advertising has reached this inflection point, with 4Q24
revenues expected to be up +5%. However, cost-out efforts have been slower to materialise. We make cuts to our earnings
estimates, primarily on higher costs. We also see this update making it harder for NZM to maintain the 9cps of dividends it
declared in FY23/FY22, and see a lowered chance of a capital return. We now forecast 8cps fully imputed DPS over the
next few years, down from our prior expectations of 9cps. Our blended spot valuation falls -9cps to NZ$1.08.

NZX code NZM Financials: Dec/ 23A 24E 25E 26E Valuation (x) 23A 24E 25E 26E
Share price NZ$1.04 Rev (NZ$m) 347.6 353.2 358.0 363.2 PE 155 146 127 102
Spot Valuation NZ$1.08 (from 1.17) NPAT* (NZ$m) 122 133 153 191 EV/EBIT 11.7 116 105 9.0
Risk rating Medium EPS* (NZc) 6.7 7.1 8.2 10.2 EV/EBITDA 5.4 5.3 4.9 4.7
Issued shares 183.9m DPS (NZc) 9.0 8.0 8.0 8.0 Price / NTA n/a n/a n/a n/a
Market cap NZ$191m Imputation (%) 100 100 100 100 Cash divyld (%) 87 77 77 77
Avg daily turnover 147.2k (NZ$134k) *Based on normalised profits Gross div yld (%) 120 10.7 10.7 10.7
What's changed?

= Earnings: EBITDA estimates fall -6%/-5%/-3% and NPAT is cut -17%/-12%/-7% in FY24/FY25/FY26 respectively.
= Spot valuation price: Our blended spot valuation falls -8% to NZ$1.08, due mostly to falls in our peer relative and DDM valuations.

Advertising weaker in September, recovering into 4Q24

Advertising revenue trends deteriorated sequentially for NZM in the first nine months of FY24, with growth slowing from +4% in
1Q24 to -1% in 3Q24. At NZM's 1H24 result on 27 August 2024, 3Q24 advertising revenue was tracking +1% ahead of 3Q23,
implying a significant further slowdown in September 2024. Pleasingly, 4Q24 has begun on a more positive note. NZM expects 4Q24
revenue to be +5% ahead of 4Q23, against a backdrop of improving business and consumer confidence.

Costs more stubborn than our prior expectations

NZM has set a new EBITDA guidance range for FY24 of NZ$53m to NZ$55m, down from the prior range of NZ$57m to NZ$61m.
Advertising revenue is tracking broadly in line with our expectations, suggesting cost-out initiatives have been more challenging to
implement than previously expected. NZM flagged ~NZ$6m of annualised cost savings at its 1H24 result, which were expected to
take effect in 2H24. While we continue to expect solid cost discipline (opex growth of +2% in FY24), we take a more conservative view
on cost control, which flows through to operating deleverage and mid-single-digit EBITDA declines in our forecasts.

We lower our dividend forecasts, with leverage remaining higher for longer

We see downside risk to dividends, with NZM’s stated dividend policy and leverage constraining its payout. We now forecast 8cps of
fully imputed dividends over the next few years, down from our prior expectations of 9cps. NZM'’s dividend policy is to pay 50%-80%
of free cash flow, subject to remaining within a target leverage ratio of 0.5x-1.0x rolling 12-month pre-IFRS 16 EBITDA. NZM would
need to pay out ~100% of free cash flow in FY24 to maintain a 9cps dividend. With leverage already in the upper half of the range
(1H24 net debt to EBITDA of 0.8x), and trading conditions remaining somewhat uncertain, we see a dividend cut as prudent.

This publication is not for reproduction, public circulation or the use of any third party (whether in whole or in part) without the prior written consent of Forsyth Barr Limited.
Forsyth Barr has been engaged and paid by the company covered in this report for ongoing research coverage. Please refer to the full disclaimers and disclosures.
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NZME Limited (NZM)

Market Data (NZ$)

Priced as at 11 Nov 2024

52 week high/ low

Market capitalisation (NZ$m)

Carbon and ESG (CESG)**
CESG rating

CESG score

Sector average CESG score
NZ average CESG score

Profit and Loss Account (NZ$m)
Revenue

Normalised EBITDA
Depreciation and amortisation
Normalised EBIT

Net interest

Associate income

Tax

Minority interests

Normalised NPAT
Abnormals/other

Reported NPAT

Normalised EPS (cps)

DPS (cps)

Growth Rates
Revenue (%)

EBITDA (%)

EBIT (%)

Normalised NPAT (%)
Normalised EPS (%)
Ordinary DPS (%)

Cash Flow (NZ$m)

EBITDA

Working capital change
Interest & tax paid

Other

Operating cash flow

Capital expenditure
(Acquisitions)/divestments
Other

Funding available/(required)
Dividends paid

Equity raised/(returned)
(Increase)/decrease in net debt

Balance Sheet (NZ$m)
Working capital

Fixed assets
Intangibles

Right of use asset
Other assets

Total funds employed
Net debt/(cash)

Lease liability

Other liabilities
Shareholder's funds
Minority interests
Total funding sources

2022A
365.9
64.7
(27.4)
373
(5.7)
(0.2)
(8.6)
0
22.9
(0.3)
22.7
123
9.0

2022A
0.1
-2.0
10
-5.1
-33.2
12,5

2022A
64.7
(8.6)
(18.2)
(0.4)
37.5
(10.7)
(3.6)
(11.3)
11.9
(25.4)
(17.6)
(31.0)

2022A
19
231
1415
637
17.9
248.1
17.5
91.2
133
127.0
(0.8)
248.1

2023A
347.6
54.6
(28.6)
26.0
(7.7)
(0.6)
(5.6)
0
12.2
0
12.2
6.7
9.0

2023A
-5.0
-15.5
-315
-46.8
-45.8
0.0

2023A
54.6
0.6
(19.3)
4.0
40.0
(11.0)
0
(13.1)
15.8
(16.6)
0
(0.7)

2023A
13
203
1424
582
137
236.0
18.0
84.7
135
119.9
0
236.0

2024E
353.2
54.2
(28.9)
253
(6.3)
(0.6)
(5.2)
0
13.3
0
13.3
7.1
8.0

2024E
16
-0.8
-2.9
8.9
6.4
-111

2024E
54.2
(1.2)
(11.4)
0
41.6
(11.3)
0
(13.9)
16.5
(14.9)
0

15

2024E
25
15.0
140.0
48.0
137
219.2
16.4
720
135
117.3
0
219.2

2025E
358.0
57.0
(29.9)
27.2
(5.3)
(0.6)
(6.0)
0
15.3
0
15.3
8.2
8.0

2025E
14

51
75
154
154
0.0

2025E
57.0
(1.8)
(11.2)

440
(12.0)

(14.9)
171
(14.9)

22

2025E
42
118
136.8
37.7
137
204.3
142
583
135
118.2

204.3

1.04

1.09/081

191.3

2026E
363.2
591
(27.6)
315
(4.4)
(0.6)
(7.4)

19.1

19.1
10.2
8.0

2026E
14

3.7
16.4
247
247
0.0

2026E
591
(1.0)
(11.8)

46.3
(12.7)

(16.0)
17.6
(14.9)

27

2026E
5.3
91
136.0
275
137
1916
11.6
43.5
135
123.0

1916

2

Spot valuation (NZ$)
Peers comparable

DCF

Dividend Discount Model

Key WACC assumptions
Risk free rate

Equity beta

WACC

Terminal growth

Valuation Ratios

EV/Sales (x)

EV/EBITDA (x)

EV/EBIT (x)

PE (x)

Price/NTA (x)

Free cash flow yield (%)
Adj. free cash flow yield (%)
Net dividend yield (%)
Gross dividend yield (%)

Capital Structure
Interest cover EBIT (x)
Interest cover EBITDA (x)
Net debt/ND+E (%)

Net debt/EBITDA (x)

Key Ratios

Return on assets (%)

Return on equity (%)

Return on funds employed (%)
EBITDA margin (%)

EBIT margin (%)

Capex to sales (%)

Capex to depreciation (%)
Imputation (%)

Pay-out ratio (%)

Operating Performance
Audio

External customers revenue
Operating EBITDA
Operating EBITDA margin

Publishing

External customers revenue
Operating EBITDA
Operating EBITDA margin

OneRoof

External customers revenue
Operating EBITDA
Operating EBITDA margin

2022A
0.8

44

7.7

84

n/a

7.8

7.8

8.7
12.0

2022A
6.6
11.4
12.6
0.3

2022A
121
18.8
8.7
17.7
10.2
29
-53
100

73

2022A

113.5
228
20%

2168
47.5
22%

229
-1.3
-6%

2023A
0.9

54
117
15.5
n/a

8.3

8.3

8.7
12.0

2023A
3.3

7.1
13.6
03

2023A
8.8
10.7
4.9
15.7
7.3

32
-56
100
135

2023A

113.3
233
21%

204.3
38.7
19%

20.8
-1.4
-7%

2024E
0.8
5.3
11.6
14.6
n/a

8.6
8.6
77
10.7

2024E
4.0
8.7
12.8
0.3

2024E
91
11.9
59
15.4
7.0
3.2
-61
100
112

2024E

117.6
211
18%

204.4
34.2
17%

28.1
31
11%

MST
Access

1.08

1.13

1.16

0.85

5.00%

1.16

10.2%

1.5%

2025E 2026E
0.8 0.8
49 47
10.5 9.0
12.7 10.2
n/a n/a
9.0 9.2
9.0 9.2
7.7 7.7
10.7 10.7
2025E 2026E
50 7.1
10.8 136
112 9.0
0.2 0.2
2025E 2026E
10.3 12.6
136 16.3
7.4 9.9
15.9 16.3
7.4 8.5
34 35
-67 -72
100 100
97 78
2025E 2026E
117.6 118.1
20.3 19.7
17% 17%
203.0 201.6
35.0 35.1
17% 17%
343 40.3
5.8 8.3
17% 21%

Forsyth Barr has been engaged and paid by the company covered in this report for ongoing research coverage. Please refer to the full disclaimers and disclosures.
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Earnings revisions

We make very minor changes to our revenue assumptions, with advertising growth broadly in line with our prior expectations.
However, we now assume greater cost pressure across our forecast horizon, which flows through to operating deleverage and
EBITDA declines of -6%, -5%, and -3%, in FY24, FY25, and FY26 respectively. Our new EBITDA estimate for FY24 is near the middle
of management's new guidance range of NZ$53m to NZ$55m, at NZ$54.2m. These changes flow through to NPAT cuts of
-17%/-12%/-7% in our FY24/FY25/FY26 forecasts respectively. We reduce our DPS from 9cps to 8cps across FY24, FY25 and FY26.

Figure 1. Earnings revisions (NZ$m)

FY24E FY25E FY26E
NZ$m Oold New Change Oold New Change Old New Change
Revenue (from external customers) 347.3 346.7 -0% 351.6 351.4 -0% 356.3 356.3 -0%
Finance and other income 6.5 6.5 +0% 6.7 6.7 +0% 6.9 6.9 +0%
Total revenue and other income 353.8 353.2 -0% 358.3 358.0 -0% 363.2 363.2 -0%
Opex (295.8) (299.0) +1% (298.4) (301.0) +1% (302.0) (304.0) +1%
EBITDA 57.9 54.2 -6% 59.9 57.0 -5% 61.2 59.1 -3%
Total depreciation and amortisation (28.9) (28.9) -0% (29.9) (29.9) -0% (27.6) (27.6) -0%
Share of JV and associates net loss after tax (0.6) (0.6) n/a (0.6) (0.6) n/a (0.6) (0.6) n/a
EBIT (before significant items) 28.4 24.7 -13% 294 26.6 -10% 33.0 30.9 -6%
Significant items - - - - - -
EBIT 284 24.7 -13% 294 26.6 -10% 330 30.9 -6%
Net interest (6.3) (6.3) -0% (5.3) (5.3) +0% (4.4) (4.4) +0%
Pre-Tax Profit 22.1 184 -17% 24.2 213 -12% 28.6 26.6 -7%
Taxation (6.2) (5.2) -17% (6.8) (6.0) -12% (8.0) (7.4) -7%
Profit/ (loss) for the year 15.9 13.3 -17% 17.4 15.3 -12% 20.6 19.1 -7%
Source: Company, Forsyth Barr analysis
Figure 2. NZM — Operating EBITDA Figure 3.NZM — DPS
80 10
70 ?
8
—~ 60
§ _ 7
z 50 § 6
8 40 % 5
& 30 g 4
3
20
2
10 1 I
0 0
TS E S 23§88 8¢ T E 5388 3% 8¢
Z T X T X &z & T & oz T I & T & & X & T & &
Source: Company, Forsyth Barr analysis Source: Company, Forsyth Barr analysis

3

Forsyth Barr has been engaged and paid by the company covered in this report for ongoing research coverage. Please refer to the full disclaimers and disclosures.



NA MST
£ FORSYTH BARR “|| L

Web tracking NZM's news and property brands vs competitors

Our newly compiled web traffic data series provides insights into engagement with NZM's news and property sites over time,
benchmarked to competitors. The data shows the relative performance of NZM's sites, highlighting trends and shifts in consumer
engagement.

In Figure 4, we display web traffic for NZ news sites over the last eight years up to October 2024. The data illustrates a relatively
stable trajectory for NZHerald visitor numbers over the last four to five years, despite some content moving behind a paywall. This
contrasts with the fluctuating fortunes at competitor stuff.co.nz, which experienced a large uptick in visitation over COVID-19 and as
NZ Herald implemented paywall restrictions. However, subsequently stuff.co.nz has experienced a significant fall in web traffic views
from its peak. Importantly, nzherald.co.nz is now seeing more monthly web traffic than stuff.co.nz. Other news websites — namely
Radio NZ, OneNews, and the Otago Daily Times — have smaller audiences, while newsroom.co.nz and scoop.co.nz have negligible
visitation relatively. The prior number #3, newshub.co.nz, closed in June 2024. See our 29 February 2024 note Ad Market Weakness
Drives Newshub Closure for reference.

In Figure 5, we focus on web traffic to NZ real estate websites over the last three years up to October 2024. While Trade Me
Property significantly leads the market in terms of revenue, our data suggests realestate.co.nz leads from a web visits perspective.
Oneroof.co.nz has experienced a solid increase in web traffic, demonstrating NZM's effective engagement strategies and OneRoof's
growing market presence. For reference, we estimate that Trade Me Property has 100% of listings, realestate.co.nz 94%-97% of
listings and Oneroof.co.nz around 90%-93% of total residential listings. The collective web traffic for direct real estate companies
outside of the three large online property portals — namely Harcourts, Barfoot & Thompson, Ray White, Bayleys, LJ Hooker,
Professionals and FirstNational — shows varied performance with moderate traffic levels, reflecting solid viewership but, on average,
much fewer views as compared to the leading platforms.

Figure 4. NZ news sites monthly web traffic (to October 2024) Figure 5. NZ real estate monthly web traffic (to October 2024)
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Additional data

Figure 6. Share price performance
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Figure 8. International valuation comparisons using consensus data (one and two year forward)

Company Code Price
NZME NZM NZ NZ$1.04
Nine Entertainment NEC AT A$1.13
Seven West Media SWM AT A$0.17
New York Times NYT US US$56.28
Reach RCH LN £95.00
Gannett GCIUS US$5.55
Arn Media AINAT A$0.68
Southern Cross Media Group SXLAT A$0.53
Cumulus Media CMLS US US$0.88
Domain Holdings Australia DHG AT A$2.70
REA GROUP REA AT A$238.48

Figure 9. Consensus EPS momentum (NZ$)
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---2025 EPS (consensus): NZM

Spheria 19.1%
Pinnacle 9.8%
Osmium Partners 6.6%
Repertoire Partners 5.4%
Nomura 5.3%
Mkt Cap PE EV/EBITDA EV/EBIT CashYld
(m) 1yr 2yr 1yr 2yr 1yr 2yr 1yr
NZ$194 10.5x 8.8x 5.7x 5.5x 11.1x 9.8x 9.0%
A$1,796 12.1x  10.2x 6.8x 6.3x 10.5x 9.3x 6.1%
A$262 4.4x 4.1x 5.4x 5.3x 7.1x 7.0x 2.9%
US$9,227 27.4x  24.9x 16.3x  14.9x 19.4x  17.8x 1.0%
£302 >75x  >75x 3.1x 3.1x 3.8x 3.7x 0.1%
uUs$818 <Ox  >75x 7.5x 6.9x 27.6x  19.5x 0.0%
A$214 8.8x 8.1x 4.6x 4.3x 8.9x 8.4x 6.3%
A$127 8.2x 6.9x 6.9x 6.7x 12.2x  11.3x 8.0%
US$15 <0x <0x 12.2x  10.3x <0x 56.3x 0.0%
A$1,709 30.4x  26.0x 12.6x 11.4x 18.8x 16.7x 2.4%
A$31,507 52.4x 45.4x 31.4x 27.4x 36.9x 31.6x 1.1%
Figure 10. Consensus one year forward PE (x)
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Disclosures

Important information about this publication

Forsyth Barr Limited (“Forsyth Barr”) holds a licence issued by the Financial Markets Authority to provide financial advice services. In making this publication
available, Forsyth Barr (and not any named analyst personally) is giving any financial advice it may contain. Some information about us and our financial
advice services is publicly available. You can find that on our website at www.forsythbarr.co.nz/choosing-a-financial-advice-service Please note the
limitations in relation to distribution generally, and in relation to recipients in Australia in particular, as set out under those headings below.

This publication has been commissioned by NZME Limited (“Researched Entity”) and prepared and issued by Forsyth Barr in consideration of a fee payable
by the Researched Entity. Forsyth Barr follows a research process (including through the Analyst certification below) designed to ensure that the
recommendations and opinions in our research publications are not influenced by this arrangement and the other interests of Forsyth Barr and related
parties disclosed below. However, entities may not be willing to continue to pay for research coverage that includes unfavourable views.

Any recommendations or opinions in this publication do not take into account your personal financial situation or investment goals, and may not be suitable
for you. If you wish to receive personalised financial advice, please contact your Forsyth Barr Investment Adviser.

Past performance is not indicative of future performance. Estimates of future performance are based on assumptions that may not be realised. If provided,
and unless otherwise stated, the closing price provided is that of the primary exchange for the issuer’s securities or investments.

This publication has been prepared in good faith based on information obtained from sources believed to be reliable and accurate. However, that information
has not been independently verified or investigated by Forsyth Barr. If there are material inaccuracies or omissions in the information it is likely that our
recommendations or opinions would be different. Any analyses or valuations will also typically be based on numerous assumptions (such as the key WACC
assumptions); different assumptions may yield materially different results.

Forsyth Barr does not undertake to keep current this publication; any opinions or recommendations may change without notice to you.
In giving financial advice, Forsyth Barr is bound by duties under the Financial Markets Conduct Act 2013 (“FMCA”) to:

e exercise care, diligence, and skill,

e give priority to the client’s interests, and

e when dealing with retail clients, comply with the Code of Professional Conduct for Financial Advice Services, which includes standards relating to
competence, knowledge, skill, ethical behaviour, conduct, and client care.

There are likely to be fees, expenses, or other amounts payable in relation to acting on any recommendations or opinions in this publication. If you are
Forsyth Barr client we refer you to the Advice Information Statement for your account for more information.

Analyst certification: The research analyst(s) primarily responsible for the preparation and content of this publication ("Analysts") are named on the first
page of this publication. Each such Analyst certifies (other than in relation to content or views expressly attributed to another analyst) that (i) the views
expressed in this publication accurately reflect their personal views about each issuer and financial product referenced; and (ii) no part of the Analyst’s
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that Analyst in this publication.

Analyst holdings: The following Analyst(s) have a threshold interest in the financial products referred to in this publication: N/A.For these purposes, a
threshold interest is defined as being a holder of more than $50,000 in value or 1% of the financial products on issue, whichever is the lesser.

Other disclosures: Forsyth Barr and its related companies (and their respective directors, officers, agents and employees) ("Forsyth Barr Group") may have
long or short positions or otherwise have interests in the financial products referred to in this publication, and may be directors or officers of, and/or provide
(or be intending to provide) corporate advisory or other services to, the issuer of those financial products (and may receive fees for so acting). Members of
the Forsyth Barr Group may buy or sell financial products as principal or agent, and in doing so may undertake transactions that are not consistent with any
recommendations contained in this publication. Other Forsyth Barr business units may hold views different from those in this publication; any such views will
generally not be brought to your attention. Forsyth Barr confirms no inducement has been accepted from the issuer(s) that are the subject of this publication,
whether pecuniary or otherwise, in connection with making any recommendation contained in this publication. In preparing this publication, non-financial
assistance (for example, access to staff or information) may have been provided by the issuer(s) being researched.

Corporate advisory engagements:: Other than confidential engagements, Forsyth Barr has not within the past 12 months been engaged to provide
corporate advisory services to the Researched Entity.

Complaints:Information about Forsyth Barr’s complaints process and our dispute resolution process is available on our website - www.forsythbarr.co.nz.

Disclaimer: Where the FMCA applies, liability for the FMCA duties referred to above cannot by law be excluded. However to the maximum extent permitted
by law, Forsyth Barr otherwise excludes and disclaims any liability (including in negligence) for any loss which may be incurred by any person acting or relying
upon any information, analysis, opinion or recommendation in this publication. The information contained within this publication is published solely for
information purposes and is not a solicitation or offer to buy or sell any financial instrument or participate in any trading or investment strategy.

Distribution: This publication is not intended to be distributed or made available to any person in any jurisdiction where doing so would constitute a breach
of any applicable laws or regulations or would subject Forsyth Barr to any registration or licensing requirement within such jurisdiction.

Recipients in Australia: This publication is only available to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001 (Cth) (“
wholesale clients”). In no circumstances may this publication be made available to a “retail client” within the meaning of section 761G. Further, this
publication is only available on a limited basis to authorised recipients in Australia. Forsyth Barr is a New Zealand company operating in New Zealand that is
regulated by the Financial Markets Authority of New Zealand and NZX. This publication has been prepared in New Zealand in accordance with applicable
New Zealand laws, which may differ from Australian laws. Forsyth Barr does not hold an Australian financial services licence. This publication may refer to a
securities offer or proposed offer which is not available to investors in Australia, or is only available on a limited basis, such as to professional investors or
others who do not require prospectus disclosure under Part 6D.2 of the Corporations Act 2001 (Cth) and are wholesale clients.
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