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Target price: 104 USD Long-term Recommendation: Hold

Market price: 104 USD Short-term Outlook: Neutral

CME
1Q08 results exceed expectations; net profit only due to one-off gain

  Bloomberg Code: CETV CP                                                                                            Reuters Code: CETV.O
US GAAP, cons (ths USD) 1Q08 1Q07 y/y eAFT eMarket
Net revenues 223,470 147,912 51% 201,671 202,500
Total operating costs and expenses 148,771 107,791 38% 140,614 -
Segment EBITDA 74,699 40,121 86% 61,057 66,100
     Seg. EBITDA margin 33.4% 27.1% +6.3 p.p. 30.3% -
EBIT 44,676 13,287 236% 30,046 33,000
     EBIT margin 20.0% 9.0% +11.0 p.p. 14.9% -
Pre-tax income 5,578 4,449 25% -38,842
Net income 14,895 -250 n.a. -41,842 -3,000
EPS (USD)* 0.4 0.0 n.a. -1.0 -

Source: CME, Reuters and ATLANTIK FT; * based on different number of shares

Summary

On 30 April CME announce its 1Q08 results that surprised on all levels and we therefore rate them as
good. However, the net income was supported by a change of functional currency of Romanian
operations from USD to RON (one-off gain of 35.5 mn EUR). Without this positive effect, CME would
have posted a loss. CME also released its guidance for 2008 (roughly in line with our projections).

Total net revenues rose to 223.5 mn USD in 1Q08 (+51% y/y from 147.9 mn USD in 1Q07) and thus
beat our estimate (201.7 mn USD) and the market expectation (202.5 mn USD). Revenues were
supported by a weaker USD and partially also due to a shift of revenues from 2Q (new sales policy
stimulating customers to spend in seasonally weaker period). Segment EBITDA rose to 74.7 mn USD
(+86% y/y), above our projection (61.1 mn USD) and the market expectation (66.1 mn USD) due to
higher revenues. Segment EBITDA margin improved to 33.4% (up 6.3 p.p. y/y; our estimate was
30.3%). CME reiterated that in 4Q08 it should break even in Croatia in terms of Segment EBITDA.
EBIT increased to 44.7 mn USD (+236% y/y), beating our estimate (30.3 mn USD) and the market
expectation (33.0 mn USD). Net profit (14.9 mn USD) was better than our estimate (-41.8 mn USD)
and the market’s (-3.0 mn USD) due to a positive one-off impact of 35.5 mn USD resulting from a
change of functional currency of Romanian operations from USD to RON.

We carried out only slight adjustments in our projections of CME’s financials (USD/EUR exchange rate
in 2008-2013 and capex in 2008). CME gave its guidance for 2008 that is almost in line with our
previous and current estimates, we therefore did not have to change our projections much. As a result,
CAGR of revenues in 2008-2013 increased slightly to 10.6% from the previous 10.5%. In the near
future, revenues should be triggered by further depreciation of USD, although from 2010 they should
slow down due to stronger USD (we expect appreciation of USD). We raised the required rate of
return from 10.65% to 10.81% (interest rate environment has tightened a little).

CME will provide a guidance for Ukrainian operations after a minority buyout is completed (by the end
of 2Q). Then CME will start implementing a new strategy aimed at achieving market leadership. CME
said that 1Q revenues in some markets were supported by a new sales strategy that motivates
customers to spend their budget more in low season (this could shift some revenues from 2Q to 1Q).

Based on our new projections we raise our one-year target price (based on the FCFE model) to 104
USD per share (or 1,687 CZK based on exchange rate of 16.2 CZK/USD) from previous 98 USD per
share. Our target price is now in line with the current share price of 104 USD per share. Since the
share price improved strongly recently and taking into account our target price, we change our long-
term recommendation for CME’s shares to HOLD from BUY (issued on 12 March).

As we suppose that the stock is now fairly priced and its upside potential is therefore limited, we
change our short-term outlook for the share to NEUTRAL from POSITIVE. However, any acquisition
could be a stimulus for the share price in the near future.
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1Q 2008 Results

Net revenues

Total net revenues rose to 223.5 mn USD in 1Q08 (+51% y/y from 147.9 mn USD in 1Q07) and thus
beat our estimate (201.7 mn USD) and the average market expectation (202.5 mn USD). CME said
that in local currencies revenues increased by 31% y/y. The difference to projections is caused mainly
by higher-than-expected revenues from the Czech Republic (85.6 mn USD vs. expected 68.5 mn
USD; increase by a strong 66% y/y). Slightly better were also revenues from Romania, Slovenia and
Croatia. On the other hand, revenues in Slovakia and Ukraine were lower than our estimates.
Revenues were driven by the further weakening of the U.S. dollar to local currencies (e.g. 24% y/y
against CZK or 17% y/y against SKK) and by higher ad prices (e.g. 20% y/y in the Czech Republic).

The first quarter is a seasonally weaker period, but CME introduced a new sales policy that could pull
forward some revenues to 1Q from 2Q. In some countries CME put incentives to encourage
advertisers to spread some of their spending more evenly during the whole year. This should free up
some inventory in peak season, enabling to sell more ads. It could smooth seasonal peaks and
troughs.

This year, crucial will be the developments in Ukraine where CME plans strong investment to prevent
a decline in viewership and become the strongest player on the market (within three years). The
investment is to be made after the minority buyout is finished (by the end of 2Q08).

Most revenues were generated in the Czech Republic (85.6 mn USD; 38% of total) and Romania (58.0
mn USD; 26% of total). Except for Ukraine, the growth of revenues in each country was higher than
40% y/y.

Exhibit 1: Breakdown of Net Revenues in the 1Q08

mn USD 1Q08 1Q07 y/y eAFT Structure
Czech Republic 85.6 51.5 66.1% 68.5 38.3%
Romania 58.0 39.3 47.4% 53.1 26.0%
Slovakia 26.2 18.7 40.5% 26.9 11.7%
Ukraine 24.2 18.5 31.0% 26.8 10.8%
Slovenia 18.0 12.7 41.7% 15.6 8.0%
Croatia 11.5 7.2 59.5% 10.8 5.2%
Total 223.5 147.9 51.1% 201.7 100.0%

Source: CME and ATLANTIK FT

Revenues from the Czech Republic increased by 66% y/y, to 85.6 mn USD (our estimate was 68.5
mn USD) from 51.5 mn USD in 1Q07. A new sales policy stimulated clients to spend more of their
budgets during low season. CME expects this could pull spending forward from high season months of
2Q. Revenues were boosted by higher ad prices (up 20% y/y), more ads sold and a weaker USD (by
24% y/y). On the other hand, the prime-time audience share of TV Nova declined to 41.9% in 1Q08
from 45.2% in 1Q07.

Currently TV Nova is studying the Technical Transition Plan (to digital broadcasting) approved by the
Czech Cabinet and shortly TV Nova will decide if to transfer to digital broadcasting. As a result it will
get one more licence. The switch-off of analogue broadcasting should take place in November 2011
(one year later than previously planned).

In Romania CME generated 58.0 mn USD in revenues (up 47% y/y from 39.3 mn USD in 1Q07; our
projection was 53.1 mn USD) that were supported by higher ad prices and by a slightly higher prime-
time rating of CME’s channels (11.4% compared to 10.6% in 1Q07). Sport.ro, acquired last year,
contributed 1.8 mn USD and MTV Romania 1.5 mn USD. From January 2008, CME changed the
functional currency of Romanian operations to the Romanian Leu (RON). This led to a one-off
currency gain and tax credit (35.5 mn EUR in total) that improved the net profit in 1Q08.

Revenues in Slovakia totalled 26.2 mn USD (up 41% y/y from 18.7 mn USD). We expected a slightly
higher figure (26.9 mn USD). The sales were driven by higher ad prices and more ads sold and
partially due to the shifting of some revenues from 2Q. TV Markiza continued to grow its prime-time
audience share (from 38.2% in 1Q07 to 40.1% in 1Q07).



3

Ukrainian revenues rose to 24.2 mn USD from 18.5 mn USD a year ago (up 31% y/y). We projected
revenues of 26.8 mn USD. The prime-time audience share of Studio 1+1 continued to decline (to
13.7% in 1Q08 from 18.7% in 1Q07) and therefore CME tries to reorganise its programming schedule
to attract more viewers. Compared to a very weak 1Q07, CME’s revenues were driven by an increase
in ad prices, by more ads sold and partially due to a pull-forward effect. Price inflation of Russian
programming goes on, reflecting higher costs that are invested to improve ratings.

After a minority buyout is completed, CME will start implementing a new strategy aimed at reaching
market leadership. CME is also to publish its guidance for Ukraine. From 1 January a new panel for
audience monitoring was introduced (it includes also smaller cities). This panel suggests a 19.1%
prime-time audience share for Studio 1+1 and it should be accepted by the end of the year.

A double-digit price increase boosted revenues in Slovenia to 18.0 mn USD (up 42% y/y from 12.7
mn USD in 1Q07). Our projection was 15.6 mn USD. The combined prime-time audience share
decreased to 41.1% in 1Q08 from 43.3% in 1Q07. CME continues to invest in programming to
maintain a leading position on the market.

Croatia saw a strong growth of revenues (up 60% y/y) that was supported by the increase in prime-
time audience share to 26.4% in 1Q08 from 19.6% in 1Q07. Revenues rose to 11.5 mn USD (from 7.2
mn USD in 1Q07), compared to our estimate of 10.8 mn USD, and were supported by more ads sold
at higher prices.

Segment EBITDA

In 1Q08 Segment EBITDA rose to 74.7 mn USD (+86% y/y), above our projection (61.1 mn USD) and
the market expectation (66.1 mn USD). The reason were the higher-than-expected revenues, which
were partially offset by higher-than-expected operating costs (148.8 mn USD vs. exp. 140.6 mn USD)
as higher revenues generate higher costs. Segment EBITDA margin improved to 33.4% (+6.3 p.p.
y/y; expectation was 30.3%). Corporate operating costs (including stock option benefits) were a bit
lower than we projected (10.0 mn USD vs. exp. 12.8 mn USD).

The Czech and Romanian operations delivered 90% of total EBITDA (43.8 mn USD and 23.4 mn USD
respectively). Due to higher investment, EBITDA was negative in Ukraine and Croatia (-3.3 mn USD
and -2.7 mn USD, respectively). CME reiterated that in 4Q08 it should break even in Croatia in terms
of Segment EBITDA. The highest EBITDA margin was, as usual, in the Czech Republic (51%).

Exhibit 2: Breakdown of Segment EBITDA in the 1Q08

mn USD 1Q08 1Q07 y/y eAFT Structure
Czech Republic 43.8 25.7 70.8% 34.6 58.7%
Romania 23.4 15.1 54.4% 20.7 31.3%
Slovakia 9.1 5.8 58.7% 8.1 12.2%
Ukraine -3.3 -4.8 -31.7% -2.8 -4.4%
Slovenia 4.3 3.0 44.6% 3.3 5.8%
Croatia -2.7 -4.7 -41.3% -2.8 -3.7%
Total 74.7 40.1 86.2% 61.1 100.0%

Source: CME and ATLANTIK FT

Operating level

EBIT increased to 44.7 mn USD (+236% y/y), beating our estimate (30.3 mn USD) and the market
expectation (33.0 mn USD). Again, the increase was due to higher revenues. The strong rise in EBIT
is partially distorted by the absence of a one-off item recorded in 1Q07 (6 mn USD for settlement of a
dispute in Croatia). Adjusted for this item, EBIT would have risen by 132%. Depreciation and
amortisation (20.0 mn USD) was higher than we expected (18.2 mn USD).

Bottom line

The financial level brought a significant surprise resulting from a change of the functional currency in
Romania (to RON from USD), which was not included in our projection (CME did not announce it
beforehand). It had a very positive effect on the bottom line (+35.5 mn USD, of which 16.2 mn USD
was a currency gain and 19.3 mn was a tax credit). CME reported currency losses (non-cash item) of
only 17.4 mn USD (our estimate: 42.9 mn USD) and without the shift to RON it would have been 33.6
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mn USD. Currency losses stem mainly from revaluation of EUR-denominated senior notes (CME
reports in USD, the dollar fell 8% against the euro in 1Q08).

Furthermore, losses from revaluation of derivatives were lower than expected (10.3 mn USD vs. exp.
14.3 mn USD). Net interest expenses (12.1 mn USD) were in line with our projection (12.6 mn USD).
Pre-tax profit rose to 5.6 mn USD (from 4.4 mn USD in 1Q07).

A positive surprise was also the corporate tax: we expected a tax expense of 4.5 mn USD, but CME
reported a tax benefit of 10.3 mn USD (there was a positive effect of the shift to RON, 19.3 mn USD).
Without the one-off gain, tax expenses would have been 9.0 mn USD. The share of minorities lowered
the net profit by 1.0 mn USD (we expected the profit would be increased by 1.5 mn USD due to a loss
of a Ukrainian subsidiary).

Overall, net profit was 14.9 mn USD in 1Q08 (vs. loss of 0.3 mn USD in 1Q07). The result thus
exceeded our expectation (loss of 41.8 mn USD) and the market estimate (loss of 3.0 mn USD). The
positive surprise to our projection is due to the positive difference in pre-tax profit (difference of 15 mn
USD mainly due to higher revenues), significantly lower currency losses (by 26 mn USD) and the
positive difference on the income tax level (difference of 15 mn USD).

Without the one-off gain due to the shift to RON in Romanian operations, CME would have posted a
loss of 20.6 mn USD.

Since the results exceeded our and the market’s expectations on all levels, we rate the result as very
solid. This was also reflected in the market reaction after the results were announced (up 9.3% d/d on
the Prague Stock Exchange).

CME’s guidance for 2008

Together with 1Q results, CME released its guidance for 2008. The company expects total revenues of
1,100 mn USD (up 31% y/y from 840 mn USD in 2007) and Segment EBITDA of 425 mn USD (up
33% y/y from 320 mn USD in 2007). That would mean Segment EBITDA margin of 39% (up 1 p.p.
y/y).

Our new estimate is 1,057 mn USD for revenues, 422 mn USD for Segment EBITDA and 40% for
Segment EBITDA margin in 2008.

Exhibit 3: CME’s guidance for 2008

CME outlook (mn USD) 2008 2007 y/y eAFT - new eAFT - old eMarket
Revenues 1,100 840 31% 1,057 1,040 1,105
Segment EBITDA 425 320 33% 422 416 420
   EBITDA margin 39% 38% +1.0 p.p. 40% 40% -

Source: CME, Bloomberg, ATLANTIK FT
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Financials

Revised projections

We carried out only slight adjustments to our model. They are reflected in:

·  USD/EUR exchange-rate projection

·  Capex projection

We updated our model to reflect our new projection of USD/EUR exchange rate (Exhibit 4). This factor
caused that CAGR of revenues in 2008-2013 is now 10.6% compared to previous 10.5%. Weakening
of USD was beneficial for CME’s revenues in the past. In future, when USD is expected to appreciate
against EUR and therefore against local currencies (CEE currencies are strengthening against EUR
due to the convergence of local economies towards Western Europe), it will be unfavourable for total
revenues. However, it will still be more or less offset by the growth of the TV ad market.

Exhibit 4: Projection of USD/EUR exchange rate in 2008-2013

NEW 2007 2008e 2009e 2010e 2011e 2012e 2013e
USD/EUR 1.37 1.55 1.58 1.50 1.42 1.34 1.27

y/y 8.7% 13.1% 1.9% -5.1% -5.3% -5.6% -5.2%
OLD 2007 2008e 2009e 2010e 2011e 2012e 2013e

USD/EUR 1.37 1.52 1.52 1.42 1.30 1.26 1.26
y/y 8.7% 10.9% 0.0% -6.6% -8.5% -3.1% 0.0%

Source: ATLANTIK FT projections and calculations

Due to the new projection of USD/EUR exchange rate, total revenues are 10-100 mn USD higher in
every year until 2013. This year we expect revenues to amount to 1,057 mn USD (up 26% y/y).
Revenues should reach 1,538 mn USD in 2013.

Since we have not changed the EBITDA margin in any operating country, Segment EBITDA is also
higher (due to higher revenues). In 2008, Segment EBITDA is projected at 422 mn USD (+32% y/y)
and in 2013 at 663 mn USD.

Exhibit 5: Breakdown of net revenues in 2008-2013

2008e 2009e 2010e 2011e 2012e 2013e
mn USD Old New Old New Old New Old New Old New Old New
Czech Republic 354 361 398 413 410 433 416 454 430 457 465 469
Romania 272 277 318 330 346 365 368 402 397 422 448 452
Slovakia 134 137 151 156 154 163 157 171 166 176 181 183
Ukraine 151 151 170 170 194 194 214 214 242 242 275 275
Slovenia 81 82 86 90 88 93 87 94 89 95 95 96
Croatia 49 50 53 55 55 58 55 60 59 63 64 65
Total 1,039 1,057 1,175 1,214 1,248 1,307 1,296 1,396 1,383 1,455 1,528 1,538

Source: CME, ATLANTIK FT projections and calculations

Exhibit 6: Segment EBITDA in 2008-2013

2008e 2009e 2010e 2011e 2012e 2013e
mn USD Old New Old New Old New Old New Old New Old New
Czech Republic 203 207 231 240 236 250 237 259 242 258 259 261
Romania 115 118 134 140 147 156 156 171 168 178 190 191
Slovakia 50 51 56 58 57 60 58 63 61 65 66 67
Ukraine 25 25 33 33 49 49 61 61 77 77 91 91
Slovenia 28 28 31 32 32 34 32 35 33 36 36 36
Croatia -6 -6 2 2 7 8 10 11 13 14 17 17
Total 416 422 487 505 530 557 554 600 594 627 659 663

Source: CME, ATLANTIK FT projections and calculations
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Overall, we expect that total Segment EBITDA margin will increase from 40.0% in 2008 to 43.1% in
2013 (driven mainly by improvement of operations in Ukraine and Croatia). Recently CME said that
within two years Segment EBITDA margin should exceed 40%.

Exhibit 7: Aggregate numbers in 2008-2013

2008e 2009e 2010e 2011e 2012e 2013e
mn USD Old New Old New Old New Old New Old New Old New
Total revenues 1,039 1,057 1,175 1,214 1,248 1,307 1,296 1,396 1,383 1,455 1,528 1,538
Segm. EBITDA 416 422 487 505 530 557 554 600 594 627 659 663
       margin 40.0% 40.0% 41.4% 41.6% 42.4% 42.6% 42.8% 43.0% 43.0% 43.1% 43.1% 43.1%

Source: CME, ATLANTIK FT projections and calculations

Regarding capital expenditures we change our projection only in 2008 based on the revised outlook of
CME (due to depreciation of USD). In 2008 CME expects capital expenditures to amount to 140 mn
USD, vs. previously planned 125 mn USD.

Exhibit 8: Projection of Capex in 2008-2013

CAPEX 2008e 2009e 2010e 2011e 2012e 2013e
NEW projection 140 100 60 60 50 50
OLD projection 125 100 60 60 50 50

Source: ATLANTIK FT projections and calculations



7

Valuation

Fundamental Valuation

We use a two-stage FCFE model to estimate the value of CME. Free cash flow is taken as cash flows
left after the company meets all its financial obligations, including debt payments, and its investment
and working-capital needs. The method is suitable for an investor who does not have a majority or
control over cash flow. The first stage covers the period between 2008 and 2013 (i.e. 6 years).

The first stage reflects detailed projections of financial statements. The FCFE in individual years is
calculated as the sum of net cash flows. Future cash flows are discounted to their present value using
a required rate of return, which is the sum of the risk-free rate (5.15%) and an equity premium
(5.66%). The required rate of return that we use is therefore 10.81%.

The risk-free rate is derived from a weighted average of 10-20-year government bonds in countries
where CME has its operations (weightings represent proportion of revenues for 2008e in particular
countries). The risk-free rate is also determined as a weighted average of risk-free rates for particular
countries (we use 5% risk premium for EU countries, 7% for Croatia and 9% for Ukraine). As a result
of the recent increase in interest rates in the region, the risk-free rate went up from 4.97% to 5.15%.

Exhibit 9: Risk-free Rate Composition

Country Risk-free - New Weightings - New Risk-free - Old Weightings - Old
Czech Republic 4.94% 34.0% 4.77% 34.0%
Romania 5.25% 27.2% 4.90% 26.1%
Slovakia 4.63% 12.9% 4.49% 12.9%
Ukraine 6.02% 14.1% 6.07% 14.5%
Slovenia 4.57% 7.4% 4.35% 7.7%
Croatia 5.78% 4.5% 5.84% 4.7%
Total 5.15% 100.0% 4.97% 100.0%

Source: Bloomberg, ATLANTIK FT projections and calculations

The second stage of the model produces a terminal value, which is the company©s value after 2013,
assuming it remains stable and a going concern. The terminal price is derived from the long-term
growth rate model, which includes a growth rate after the terminal year to infinity. We set the long-
term growth rate at 3.00%, which is our expectation of long-term weighted inflation on CME markets.

Exhibit 10: Required Rate of Return and Long-Term Growth Rate

Item New Old
Risk-free rate 5.15% 4.97%
Risk premium 5.66% 5.68%
Required rate of return 10.81% 10.65%
Long-term growth rate 3.00% 3.00%

Source: ATLANTIK FT projections and calculations

Exhibit 11 contains a projection of cash flow for the period until 2013. Investing cash-flow incorporates
the buyout of minorities in Ukraine for a total consideration of 328.7 mn USD. It is comprised of 219.6
mn USD for the 30% stake that will be purchased this year and 109.1 mn USD for the remaining 10%
stake for which CME has a call option. We project that the call option will be exercised already this
year. On the other hand if Mr. Fuchsman and Mr. Rodnyansky exercise their put option within three
years from now, the purchase price will be a little lower (please see “Latest Developments”).

Financing cash-flow includes the issuance of convertible senior notes due in 2013. This transaction
brought 400.5 mn USD in net proceeds, which more than offsets the outflows for purchasing minorities
in Ukraine. We suppose that the buyout of minorities will happen only in cash, although it is also
possible that the sellers of minority stakes may want a payment in CME’s shares (this would result in
the issuance of new shares).

Until 2013 we do not project any repayment of senior notes and also newly issued convertible notes
since we expect that the company will be able to refinance them by new debt, as it made in the past.
We raised our projection of capital expenditures in 2008 based on CME’s new guidance (140 mn USD
instead of 125 mn USD).
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Exhibit 11: CME - FCFE projections

CF in mn USD 2008e 2009e 2010e 2011e 2012e 2013e
Net income 151.0 222.6 297.2 332.9 372.6 404.3
Depreciation 73.0 79.3 81.5 82.2 77.1 69.1
Adjustment for minorities 6.3 2.4 2.6 2.8 2.9 3.1
Changes in working capital -53.0 -45.2 -32.2 -23.2 -18.2 -17.6
Operating cash flow 214.1 276.7 334.0 380.1 411.2 445.3
Purchase of properties 140.0 100.0 60.0 60.0 50.0 50.0
Investment in subsidiaries 328.7 0.0 0.0 0.0 0.0 0.0
Investing cash flow 468.7 100.0 60.0 60.0 50.0 50.0
Change in debt 463.8 0.0 0.0 0.0 0.0 0.0
Equity issues -63.3 0.0 0.0 0.0 0.0 0.0
Dividends 0.0 0.0 0.0 0.0 0.0 0.0
Financing cash flow 400.5 0.0 0.0 0.0 0.0 0.0
Net cash flow 145.9 176.7 274.0 320.1 361.2 395.3

Source: CME, ATLANTIK FT projections and calculations

Taking into account the development of net cash flow until 2013, our FCFE valuation indicates that
the share’s fair value is 94 USD per share, which implies a one-year target price of 104 USD per
share or 1,687 CZK per share based on the exchange rate of 16.2 CZK/USD. This target price is now
in line with the current share price of 104 USD.

Exhibit 12: CME - Valuation (FCFE)

mn USD Per share (USD) Per share (CZK)*
Present value of FCFE 1,162 27 433
Present value of terminal value 2,924 67 1,089
Present value of CME (fair value) 4,086 94 1,522
One-Year target price 104 1,687

Source: ATLANTIK FT projections and calculations. *exchange rate of 16.2 CZK/USD

Sensitivity of the Target Price to Required Rate of Return and Long-Term Growth Rate

A target-price calculation is sensitive to long-term growth assumptions. Moreover, investors have
different required rates of return for discounting future cash flows. We have therefore prepared an
analysis of the target price’s sensitivity (based on FCFE) to different required rates of return and long-
term growth rates. CME’s valuation is very sensitive, especially to the required rate of return.
Currently, interest rates are mainly rising in CEE, and CME’s valuation could therefore be burdened by
higher required rate of returns in the future.

Exhibit 13: Target Price©s Sensitivity to Required Rate of Return and Long-Term Growth Rate

USD 8.81% 9.81% RRR* = 10.81% 11.81% 12.81%
LT growth = 1.0% 110 98 88 80 73
LT growth = 2.0% 123 107 95 85 77
LT growth = 3.0% 140 119 104 92 83
LT growth = 4.0% 164 136 116 101 90
LT growth = 5.0% 200 159 132 113 98

Source: ATLANTIK FT calculations; *required rate of return
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Relative comparison

For your information we prepared also a relative comparison with peers in CEE. We used the
EV/EBITDA ratio, as it reflects a company©s operating efficiency and its debt. The EV/EBITDA 2008
multiple of the average regional peer suggests the CME should be traded at 94 USD per share, which
is roughly 10% below the current share price.

A peer comparison is only a supporting methodology. There are several reasons for this: (i) accounting
standards differ; (ii) the availability of information differs; (iii) acquisitions and subsidiaries have an
impact on the balance-sheet structure; (iv) dividend policies differ; and (v) profit margins are expected
to diverge in future. We compared CME to broadcasters on Central and Eastern European markets, as
these are the peers most similar to CME. These are: Modern Times Group, Agora, Dogan Yayin
Holding, and TVN.

Exhibit 14: Peer comparison

P/Sales EV/Sales P/EBITDA EV/EBITDA P/E P/BV
Peers multiple (median) 1.7 2.9 10.3 11.7 18.0 3.1
Per CME Share (USD) 41 52 100 94 62 106

Source: CME, Bloomberg, ATLANTIK FT projections and calculations
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Recommendation

Based on our new projections we raise our one-year target price (based on the FCFE model) to 104
USD per share (or 1,687 CZK based on exchange rate of 16.2 CZK/USD) from previous 98 USD per
share. Our target price is now in line with the current share price of 104 USD per share. A relative
comparison with CEE peers (only a supporting methodology) indicates a theoretical share price of 94
USD per share (derived from EV/EBITDA 2008 multiple). Nevertheless, we prefer the valuation based
on the FCFE approach. Since the share price improved strongly recently and taking into account our
target price, we change our long-term recommendation for CME’s shares to HOLD from BUY
(issued on 12 March).

As we suppose that the stock is now fairly priced and its upside potential is therefore limited, we
change our short-term outlook for the share to NEUTRAL from POSITIVE. However, any acquisition
could be a stimulus for the share price in the near future.

Patrick Vyroubal
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Appendix: Financial Statements
Consolidated P&L

IS in mn USD, cons. US GAAP 2006 2007 2008e 2009e 2010e 2011e 2012e 2013e
Net Revenues 603.1 840.0 1,057.0 1,214.4 1,307.1 1,395.6 1,455.2 1,538.3
Operating costs and expenses 317.6 448.3 550.0 613.8 647.4 685.1 713.0 754.5
Sales, general & admin. expenses 65.4 72.0 84.5 96.0 103.1 110.6 115.0 120.8
EBITDA 220.1 319.7 422.4 504.6 556.6 599.9 627.2 663.0
     EBITDA margin 36.5% 38.1% 40.0% 41.6% 42.6% 43.0% 43.1% 43.1%
Depreciation 44.6 58.3 73.0 79.3 81.5 82.2 77.1 69.1
Corporate costs 30.5 49.6 38.0 52.2 57.5 62.8 65.5 67.7
EBIT 140.7 206.0 304.1 364.5 408.4 445.1 474.4 515.4
Net financial expense/(income) 37.9 49.3 58.4 58.6 50.6 40.8 30.2 17.9
Pre-tax 48.4 126.5 207.0 294.1 389.4 435.9 487.7 529.1
Tax charge 15.0 20.8 49.7 69.1 89.6 100.3 112.2 121.7
Minority Interest 13.6 17.2 6.3 2.4 2.6 2.8 2.9 3.1
Net income from continuing oper. 25.3 88.6 151.0 222.6 297.2 332.9 372.6 404.3
Income from discontinued operations -4.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net income 20.4 88.6 151.0 222.6 297.2 332.9 372.6 404.3

Source: CME and ATLANTIK FT calculations and projections

Consolidated Balance Sheet
BS in mn USD, US GAAP 2006 2007 2008e 2009e 2010e 2011e 2012e 2013e
Total assets 1,819.0 2,338.4 3,006.0 3,282.5 3,572.3 3,895.3 4,241.0 4,636.6
Long term assets 1,405.4 1,808.6 2,226.4 2,239.1 2,198.9 2,157.3 2,107.8 2,070.6
Current assets 413.6 529.8 779.6 1,043.5 1,373.4 1,738.0 2,133.2 2,566.0
Cash and cash equivalents 150.9 144.1 290.0 466.7 740.8 1,060.9 1,422.1 1,817.4
Non-cash current assets 262.8 385.7 489.6 576.7 632.6 677.1 711.1 748.6
Total equity and liabilities 1,819.0 2,338.4 3,006.0 3,282.5 3,572.3 3,895.3 4,241.0 4,636.6
Total equity 1,035.8 1,399.8 1,487.5 1,710.1 2,007.3 2,340.1 2,712.7 3,117.1
Total liabilities 783.2 938.6 1,518.5 1,572.5 1,565.0 1,555.2 1,528.2 1,519.5
Current liabilities 183.0 232.8 285.3 316.9 334.0 353.0 366.6 386.4
Non-current liabilities 600.3 705.9 1,233.2 1,255.6 1,231.0 1,202.2 1,161.7 1,133.1
Total debt 509.7 604.9 1,118.6 1,130.4 1,098.8 1,067.2 1,023.8 992.2

Source: CME and ATLANTIK FT calculations and projections

FCFE projections
CF in mn USD 2008e 2009e 2010e 2011e 2012e 2013e
Net income 151.0 222.6 297.2 332.9 372.6 404.3
Depreciation 73.0 79.3 81.5 82.2 77.1 69.1
Adjustment for minorities 6.3 2.4 2.6 2.8 2.9 3.1
Changes in working capital -53.0 -45.2 -32.2 -23.2 -18.2 -17.6
OPERATING CASH FLOW 214.1 276.7 334.0 380.1 411.2 445.3
INVESTING CASH FLOW 468.7 100.0 60.0 60.0 50.0 50.0
Change in debt 463.8 0.0 0.0 0.0 0.0 0.0
Equity issues -63.3 0.0 0.0 0.0 0.0 0.0
FINANCING CASH FLOW 400.5 0.0 0.0 0.0 0.0 0.0
NET CASH FLOW 145.9 176.7 274.0 320.1 361.2 395.3

Source: CME and ATLANTIK FT calculations and projections

Multiples
Multiple 2006 2007 2008e 2009e 2010e 2011e 2012e 2013e
P/E 208.0 49.8 29.2 19.8 14.8 13.3 11.8 10.9
P/Sales 7.5 5.4 4.3 3.7 3.5 3.2 3.1 2.9
P/BV 4.4 3.2 3.0 2.7 2.3 1.9 1.7 1.5
P/EBITDA 20.6 14.2 10.7 9.0 8.1 7.6 7.2 6.8
EV/EBITDA 23.8 16.4 12.4 10.4 9.4 8.7 8.4 7.9
EV/Sales 8.7 6.2 5.0 4.3 4.0 3.8 3.6 3.4
Debt/Equity (%)* 49.2% 43.2% 75.2% 66.1% 54.7% 45.6% 37.7% 31.8%

Source: CME and ATLANTIK FT calculations and projections; * debt = interest bearing debt, cap. leas., other credit  facilities
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Contacts

Trading

Name Coverage Phone E-mail
Jan Langmajer Trading - Czech equities +420 2 250 10 242 jan.langmajer@atlantik.cz
Raduz Srom Trading - Czech equities +420 2 250 10 241 raduz.srom@atlantik.cz
Barbora Stieberova Trading - Czech equities +420 2 250 10 248 barbora.stieberova@atlantik.cz
Tereza Jaluvkova Trading - Czech equities +420 2 250 10 206 tereza.jaluvkova@atlantik.cz
Pavel Sudek Trading - Foreign equities +420 2 250 10 243 pavel.sudek@atlantik.cz
David Novy Trading- Derivatives and commodities +420 2 250 10 228 david.novy@atlantik.cz

Sales and Client Service

Name Coverage Phone E-mail
Dalibor Matl Asset Management +420 5 454 23 432 dalibor.matl@atlantik.cz
Andrea Keprtova Asset Management +420 5 454 23 436 andrea.keprtova@atlantik.cz
David Petracek Czech Equities +420 2 250 10 203 david.petracek@atlantik.cz
Petr Brichac Mutual Funds +420 2 250 10 264 petr.brichac@atlantik.cz
Dalibor Hampejs Mutual Funds +420 5 454 23 448 dalibor.hampejs@atlantik.cz
Hana Krejpska Client Service +420 2 250 10 284 atlantik@atlantik.cz

Research

Analyst Coverage Phone E-mail
Milan Vanicek Strategy, pharma., telecommunications +420 2 250 10 207 milan.vanicek@atlantik.cz
Petr Novak Utilities, construction, mining and metallurgy, chemicals +420 2 250 10 211 petr.novak@atlantik.cz
Patrick Vyroubal Real estate, TV +420 2 250 10 258 patrick.vyroubal@atlantik.cz
Milan Lavicka Banking, financial services +420 2 250 10 214 milan.lavicka@atlantik.cz
Petr Sklenar Domestic macroeconomics, fixed income +420 2 250 10 219 petr.sklenar@atlantik.cz
Josef Kvarda International macroeconomics, forex +420 2 250 10 213 josef.kvarda@atlantik.cz

Portfolio Management

Name Position Phone E-mail
Petr Posker Chief Investment Officer +420 5 454 23 435 petr.posker@atlantik.cz
Martin Kujal Portfolio Manager +420 5 454 23 437 martin.kujal@atlantik.cz
Marek Janecka Portfolio Manager +420 5 454 23 435 marek.janecka@atlantik.cz
Robert Šíbl Portfolio Manager +420 5 454 23 453 robert.sibl@atlantik.cz

ATLANTIK financni trhy, a.s.

Prague Office:
Vinohradska 230

100 00  Prague 10
Tel.: +420 2 250 10 222
Fax: +420 2 250 10 221

Brno Office:
Hilleho 1843/6
602 00  Brno

Tel.: +420 5 454 23 411
Fax: +420 5 452 40 005

Tel: 800 122 676
atlantik@atlantik.cz

www.atlantik.cz
Bloomberg: ATLK <GO>

Reuters: ATLK
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DISCLAIMER:

ATLANTIK finan� ní trhy, a.s. (ATLANTIK) is a licensed securities brokerage and a member of the Prague Stock
Exchange (Burza cenných papír�  Praha, a.s.) (a market-maker in all stocks traded in the SPAD segment of the
Prague Stock Exchange)  authorized to provide investment services as outlined in Law No. 256/2004 Coll.,
"Business Activities on the Capital Market." ATLANTIK prepares and disseminates investment recommendations
in accordance with legal regulations, the company©s internal regulations, and Directive No. 114/2006 Coll.,
" Impartial Presentation of Investment Recommendations."  ATLANTIK©s activities are subject to the oversight of
the Czech National Bank, Na P�íkop�  28, 115 03 Prague 1 (www.cnb.cz).

ATLANTIK provides its clients with investment recommendations and analyses about developments on and the
situation of the capital markets. Investment decisions are always made by clients themselves, and full
responsibility for those decisions are borne by them.

All the opinions, projections, and other views contained in this document are solely informative in character and
are not binding for ATLANTIK in any way. Investment recommendations reflect the opinions of ATLANTIK
analysts on the day of publication, and may change without prior notification. ATLANTIK bears no responsibility
for losses incurred or profits unrealized by a third party on the basis of the information contained in this
recommendation.

The investment recommendations do not in any way constitute an offer to purchase or to sell investment
instruments. Specific investment instruments or strategies may not be appropriate for every investor. The opinions
and recommendations contained within them do not take into account the circumstances of individual clients, their
financial situation, aims, or needs.

Investors are obliged to decide for themselves about the suitability of investments into particular investment
instruments, based on their own assessment of the price, risks, their own financial situation, and their strategy.
The value or price of any investment may change over time. Investors may therefore receive less than they
originally invested. The success of previous investments is no guarantee of positive results in the future.

Subject to the company©s own internal regulations, ATLANTIK, persons connected with it, and persons who have
a legal or actual relationship with it, including members of its statutory bodies, senior employees or other
employees, can trade in investment instruments or make other investments or transactions related to them, and
may during a decisive period buy or sell, or offer to buy or sell on regulated markets or elsewhere, whether as a
broker, an intermediary, or in another legal role.

ATLANTIK©s traders and other employees and persons connected with it may offer clients and its own trading
department oral or written commentaries on the performance of the capital markets or on trading strategies that
reflect or differ from opinions expressed in investment recommendations.

ATLANTIK may provide or offer investment services to issuers of securities about whom or about whose
securities ATLANTIK has issued investment recommendations.

The company does not hold a stake larger than 5% of registered capital in any issuer of investment instruments
traded on the regulated markets for these investment instruments. No issuer of investment instruments traded on
the regulated markets has a stake larger than 5% in the company©s registered capital. The company has no
agreement with any issuer of investment instruments regarding the creation or dissemination of investment
recommendations. Issuers of investment instruments quoted on the regulated markets are not informed by the
company of investment recommendations before they are issued.

The remuneration of persons who contribute to the investment recommendations depends particularly on the
quality of their work, results achieved, and the company©s overall profitability. Persons who contributed to the
creation of investment recommendations are not financially or in any other way motivated to issue investment
recommendations in any particular direction or to any particular degree.

This document or any part of it may not be publicized without the advance consent of ATLANTIK.

Further information about the company, the investment services it provides, and its investment recommendations
can be found on www.atlantik.cz.


