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Q107 EBITDA Euro 30.4m, 6.6% better than DB est.  
Q107 results were slightly ahead of our estimates from sales down to net profit. 
Group revenues came at E581.4m, +9.2% YoY and 1.9% higher than our est., with 
circulation sales up 6.1% and adspend up 8.2%. EBITDA was E30.4m, down 3.2% 
YoY and 6.6% better than our forecast. Net profit were E17.1m against DB est. of 
E14.4m. We would stress that Q1 results are of limited relevance to FY numbers 
because of the seasonality of the business. We think the disposal of ISP’s stake 
and 3 Italia for a total of E177m will be taken as positive by the mkt. Buy. 

Forecasts and ratios      
Year End Dec 31 2004A 2005A 2006E 2007E 2008E

Revenue (EURm) 2,150 2,191 2,380 2,846 2,978

EBITDA (EURm) 211 263 278 394 430

DB EPS growth (%) 15.7 44.5 -11.2 -1.2 9.2

P/E (DB EPS) (x) 16.0 16.7 15.2 15.4 14.1

EV/EBITDA (x) 10.9 13.7 10.2 9.9 8.9

Yield (%) 1.2 2.2 3.8 3.8 4.3
Source: Deutsche Bank estimates, company data 
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All prices are those current at the end of the previous trading session unless otherwise indicated. Prices are sourced from 
local exchanges via Reuters, Bloomberg and other vendors. Data is sourced from Deutsche Bank and subject companies. 

Deutsche Bank does and seeks to do business with companies covered in its research reports. Thus, investors should 
be aware that the firm may have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their investment decision. 

Independent, third-party research (IR) on certain companies covered by DBSI's research is available to customers of 
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Buy 
Price at 14 May 2007 (EUR) 3.99
Price Target (EUR) 5.30
52-week range (EUR) 4.42 - 3.47
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Rel. to Dow Jones EU (L.H. Scale)       

RCS MediaGroup (R.H. Scale)

Performance (%) 1m 3m 12m
Absolute -1.0 -5.8 -8.1
Dow Jones EURO STOXX  Price 1.7 3.5

 
Stock & option liquidity data

Market cap (EUR)(m) 3,042.0
Shares outstanding (m) 743
Free float (%) 37
Option volume (und. shrs., 1M avg.) –

 
Expected dividends (gross)

date status type amount
date status type amount
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Disposal of peripheral assets for Euro 177m 
In April, RCS signed a put option to sell 29.4m Intesa San Paolo shares by 1 June 
’07 for total cash of E160m and a capital gain of E52m, not including E11.2m in 
dividends. On 10 May RCS singed an agreement to transfer its 0.5% stake in 3 
Italia to Hutchison Whampoa Group for E16.8m, plus E2m if Hutchison sells “3 
Italia” or “H3G” within the next two years.  

Positive outlook: FY07 EBITDA higher than 2006 
In April Italian and Spanish daily circulation was in line with budget together with a 
good performance in the respective adspend markets. Books are showing a 
positive trend, better than budget and last year. Magazine circ. and adspend are in 
line with budget and better than last year. Therefore the company expects FY07 
EBITDA to be higher than 2006, even without the consolidation of Recoletos. 
Excluding the consolidation of Recoletos, we estimate FY07 EBITDA at E305m 
(E278.4m in FY06). 

BUY confirmed, TP Euro 5.3, upside 32.5% 
Our TP of Euro 5.3 p/s is based on a DCF analysis, with the line-by-line 
consolidation of Recoletos. Our DCF implies a fair value for the media business of 
E3,064m Main assumptions: WACC of 6.87%, a 4.23% risk-free rate, a 4% equity 
risk premium, a beta of 1.0 and a 2% perpetuity growth rate, in line with the media 
sector. Our Recoletos fair value is around E1bn. We confirm our TP of E5.3 with a 
32.5% upside. Risks: weaker than forecast adspend; a higher than expected 
decline in add-on sales, personnel cost inflation and overpayment for M&A. 
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Q107 results review 

Q107 EBIT was as E13.6m vs. our estimate of E11.5m and against Euro 18.7m of Q106. The 
decline in EBIT is mainly due to a strong increase in depreciation related to the important 
investment in full color and to the acceleration of the depreciation of the production plan at 
“La Gazzetta dello Sport” following the approval of the full color project.  

Figure 1: RCS MediaGroup Q1 results (Euro m) 
 Q1 2006 Q1 2007 YoY % Q107E Variance (%)

Total net revenues 532.3 581.4 9.2% 570.4 1.9%

 - Circulation 320.7 340.4 6.1% 333.2 2.2%

 - Advertising 171.0 185.0 8.2% 181.8 1.8%

 - Other revenues 40.6 56.0 37.9% 55.4 1.1%

EBITDA 31.4 30.4 -3.2% 28.5 6.6%

 - EBITDA margin % 5.9% 5.2%  5.0% 

EBIT  18.7 13.6 -27.3% 11.5 18.0%

 - EBIT margin % 3.5% 2.3%  2.0% 

Pre-tax profits 24.2 10.6 -56.2% 9.1 16.1%

Net profits 33.7 17.1 -49.3% 14.4 18.5%
Source: Deutsche Bank 

At the end of Q107, RCS net cash was Euro 21.8m, in line with our estimate of Euro 22m and 
against Euro 5.7m at the end of FY06. We remind that the cash-out for the acquisition of 
Recoletos (Euro 817.4m), for 49% of Blei (Euro 25.2m) and for 51% of Digicast (Euro 16.3m) 
all happened in April 2007 and therefore is not yet included RCS net financial position at the 
end of Q107. 

Q107 divisional performance 

The Italian newspaper achieved sales of E182.6m, up 2.3% YoY with adspend increasing by 
5.9% YoY and total circulation up 0.5% YoY. EBITDA was E26.9m against a DB est. of 
E26.5m and vs. E30m in Q106. The decline in EBITDA is due to lower contribution coming 
from add-ons products (Q107 sales Euro 52.4m, up 2.3% YoY) and to the launching cost 
related to Corriere Bologna.  

The Spanish division sales were E92.6m, up 15.8% YoY, with adspend increasing 23.6% YoY 
and total circulation up 6.5% YoY (net circulation +9.6% YoY and add-ons +1.2% YoY). 
EBITDA was E12m against E9m of Q106.  

Figure 2: RCS Q1 divisional sales (Euro m) 
 Q1 2006 Q1 2007 YoY % Q107E Variance (%)

Newspaper division 258.4 275.2 6.5% 268.8 2.4%

 - Italy 178.4 182.6 2.4% 181.5 0.6%

 - Spain 80.0 92.6 15.8% 87.3 6.0%

Magazine division 73.1 70.1 -4.1% 69.7 0.6%

DADA 22.7 35.4 55.9% 35.4 0.0%

Advertising division 131.4 137.4 4.6% 136.5 0.6%

Book division 146.9 170.2 15.9% 164.2 3.6%

Radio division 6.4 5.1 -20.3% 4.5 13.3%

Intercompanies -106.6 -112.0 5.1% -104.3 7.4%

Total sales 532.3 581.4 9.2% 570.4 1.9%
Source: Deutsche Bank 



15 May 2007 Publishing RCS MediaGroup  

Deutsche Bank AG/London Page 3 

Book division sales were E170.2m, up 15.9% YoY. The strong increase in sales was mainly 
due to the good performance in the Italian division and the partworks division both in Italy 
and abroad. EBITDA registered a loss of E8.8m against a DB estimate of E-10m and vs. E-5.5 
of Q106. The negative EBITDA reflects the lower seasonal margins and the cost related to a 
higher number of partworks launches compared to last year.    

Figure 3: RCS Q1 divisional EBITDA (Euro m) 
 Q1 2006 Q1 2007 YoY % Q107E Variance (%)

Newspaper division 39.0 38.9 -0.3% 38.1 2.1%

 - Italy 30.0 26.9 -10.3% 26.5 1.5%

 - Spain 9.0 12.0 33.3% 11.6 3.3%

Magazine division -2.9 -3.0 3.4% -3.1 -4.3%

DADA 3.4 4.7 38.2% 4.5 4.4%

Advertising division  2.4 1.4 -41.7% 1.4 2.5%

Book division -5.1 -8.8 72.5% -10.0 n.m.

Radio division -2.1 -0.2 n.m. 0.0 n.m.

Intercompanies -3.3 -2.6 -21.2% -2.3 13.0%

Total EBITDA 31.4 30.4 -3.2% 28.5 6.6%
Source: Deutsche Bank 

The magazine division revenues were Euro 70.1m, decreasing 4.1% YoY, with circulation 
sales down 12% YoY and adspend up 3.2% YoY. The decline in circulation was due to a 
different launches in add-ons compared to last year and to a decline in the magazine’s market 
(-6/7% in Q107 in term of copies sold). The EBITDA loss was E3m in line with last year.  

The radio (broadcast) division registered sales of Euro 5.1m from Euro 5.2m registered in 
Q106 on a like-for-like basis (stripping out Play Radio disposed on 27 April 2007). EBITDA was 
Euro -0.2m against Euro -2.1 registered in Q106 and Euro -0.1 on like-for-like basis.  

On 27 April 2007, RCS announced the acquisition of 34.6% of Finelco Group, of which 25% 
in exchange for the conferment of Play Radio, RCS national radio station and 12.9% acquired 
from MPS Venture for E20.75m, which evaluate Finelco (pre Play Radio) Euro 161.4m. 
Finelco owns two successful national radio stations: Radio 105 Network and Radio 
Montecarlo, with 3.7m and 2.1m daily listeners in FY 2006 respectively. The agreement 
implied also a shareholder agreement for a period of five years between RCS and the others 
shareholder of the Finelco Group: 1) the radio operation will be managed by Mr. Alberto 
Hazan, 2) in the fourth year, the others shareholders of Finelco will have put rights to sell their 
stake to RCS and 3) put and call rights in case of impasse and during the firth year, in the 
event of a non-renewal of the shareholder pact. We value this agreement as positive for RCS 
because 1) it allows the company to deconsolidate the radio activity (E9m EBITDA loss in 
FY06), 2) RCS acquires a 35% of a group with three national radio stations, 3) RCS will have 
the possibility to acquire the whole Finelco group starting from year four. 

We remind that Recoletos will be consolidated starting from 12 April 2007, while Digicast, a 
company owner and broadcasting digital thematic channels, mainly distributed through the 
Sky Italia satellite platform, will be consolidated in RCS accounts from the beginning of April 
’07.  

Outlook 

The company said that In April Italian and Spanish daily circulation were in line with budget 
together with a good performance in the respective adspend markets. Books are showing a 
positive trend, better than budget and last year. Magazine circ. and adspend are in line with 
budget and better than last year.  
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Therefore RCS MediaGroup’s management forecast FY07 EBITDA to be higher than 2006, 
even without the consolidation of Recoletos. Excluding the consolidation of Recoletos, we 
estimate FY07 EBITDA at E305m against E278.4m registered in FY06. 

Valuation: Buy confirmed, TP Euro 5.3, upside 32.5% 

Our TP of Euro 5.3 p/s is based on a DCF analysis, with the line-by-line consolidation of 
Recoletos. Our DCF implies a fair value for the media business of E3,064m Main 
assumptions: WACC of 6.87%, a 4.23% risk-free rate, a 4% equity risk premium, a beta of 
1.0 and a 2% perpetuity growth rate, in line with the media sector.  

All of RCS MediaGroup’s stakes in listed companies have been valued at their market price, 
while the minor unlisted companies have been valued at cost. Both the stakes in IPG 
JCDecaux (outdoor business) and m-dis (distribution) have been valued on peer multiples – 
2.5x sales for IPG JC Decaux and 0.3x sales for m-dis in line with the sector multiples. 

Risks 

The main risks are a disappointment in the rate of recovery of the ad market, greater 
competition in the magazine market, disappointments in add-on sales and future acquisitions 
made at value destructive prices. 
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Appendix 1 
Important Disclosures 

Additional information available upon request 

Disclosure checklist 
Company Ticker Recent price* Disclosure 
RCS MediaGroup RCSM.MI 3.99 (EUR) 14 May 07 8,14 
 
*Prices are sourced from local exchanges via Reuters, Bloomberg and other vendors.  Data is sourced from Deutsche Bank and subject companies. 

 
Important Disclosures Required by U.S. Regulators 
Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States.  See 
“Important Disclosures Required by Non-US Regulators” and Explanatory Notes. 
8. Deutsche Bank and/or its affiliate(s) expects to receive, or intends to seek, compensation for investment banking services 

from this company in the next three months. 

14. Deutsche Bank and/or its affiliate(s) has received non-investment banking related compensation from this company within 
the past year. 

 
For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this 
research, please see the most recently published company report or visit our global disclosure look-up page on our 
website at http://gm.db.com. 

 
Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the subject 
issuer and the securities of the issuer.  In addition, the undersigned lead analyst(s) has not and will not receive any 
compensation for providing a specific recommendation or view in this report. Alessandro Bai-Badino 
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 1. 30/6/2004: Buy, Target Price Change EUR4.24 

2. 3/11/2004: Buy, Target Price Change EUR4.48 

3. 16/12/2004: Buy, Target Price Change EUR4.70 

4. 13/9/2005: Downgrade to Hold, Target Price Change EUR5.20 

 5. 8/11/2005: Upgrade to Buy, EUR5.20 

6. 11/9/2006: Buy, Target Price Change EUR4.35 

7. 26/1/2007: Buy, Target Price Change EUR4.60 

8. 7/2/2007: Buy, Target Price Change EUR5.30 
 

Equity rating key  Equity rating dispersion and banking relationships 

Buy: Based on a current 12- month view of total share-
holder return (TSR = percentage change in share price 
from current price to projected target price plus  pro-
jected dividend yield ) , we recommend that investors 
buy the stock. 
Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the 
stock 
Hold: We take a neutral view on the stock 12-months 
out and, based on this time horizon, do not recommend 
either a Buy or Sell. 
Notes: 
1. Newly issued research recommendations and target 
prices always supersede previously published research.
2. Ratings definitions prior to 27 January, 2007 were: 

Buy:  Expected total return (including dividends) of 
10% or more over a 12-month period 
Hold: Expected total return (including dividends) 
between -10% and 10% over a 12-month period 
Sell: Expected total return (including dividends) of -
10% or worse over a 12-month period 
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Regulatory Disclosures 

SOLAR Disclosure 

For select companies, Deutsche Bank equity research analysts may identify shorter-term trade opportunities that are 
consistent or inconsistent with Deutsche Bank's existing longer term ratings. This information is made available only to 
Deutsche Bank clients, who may access it through the SOLAR stock list, which can be found at http://gm.db.com 

Disclosures required by United States laws and regulations 

See company-specific disclosures above for any of the following disclosures required for covered companies referred to in 
this report: acting as a financial advisor, manager or co-manager in a pending transaction; 1% or other ownership; 
compensation for certain services; types of client relationships; managed/comanaged public offerings in prior periods; 
directorships; market making and/or specialist role. 

The following are additional required disclosures: 

Ownership and Material Conflicts of Interest: DBSI prohibits its analysts, persons reporting to analysts and members of their 
households from owning securities of any company in the analyst's area of coverage. 
Analyst compensation: Analysts are paid in part based on the profitability of DBSI, which includes investment banking 
revenues. 
Analyst as Officer or Director: DBSI policy prohibits its analysts, persons reporting to analysts or members of their households 
from serving as an officer, director, advisory board member or employee of any company in the analyst's area of coverage. 
Distribution of ratings: See the distribution of ratings disclosure above. 
Price Chart: See the price chart, with changes of ratings and price targets in prior periods, above, or, if electronic format or if 
with respect to multiple companies which are the subject of this report, on the DBSI website at http://gm.db.com. 

Additional disclosures required under the laws and regulations of jurisdictions other 
than the United States 

The following disclosures are those required by the jurisdiction indicated, in addition to those already made pursuant to United 
States laws and regulations. 
Analyst compensation: Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which 
includes investment banking revenues 
Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 
Corporations Act. 
EU: A general description of how Deutsche Bank AG identifies and manages conflicts of interest in Europe is contained in our 
public facing policy for managing conflicts of interest in connection with investment research. 
Germany: See company-specific disclosures above for (i) any net short position, (ii) any trading positions (iii) holdings of five 
percent or more of the share capital. In order to prevent or deal with conflicts of interests Deutsche Bank AG has 
implemented the necessary organisational procedures to comply with legal requirements and regulatory decrees. Adherence 
to these procedures is monitored by the Compliance-Department. 
Hong Kong: See http://gm.db.com for company-specific disclosures required under Hong Kong regulations in connection with 
this research report. Disclosure #5 includes an associate of the research analyst. Disclosure #6, satisfies the disclosure of 
financial interests for the purposes of paragraph 16.5(a) of the SFC's Code of Conduct (the "Code"). The 1% or more interests 
is calculated as of the previous month end. Disclosures #7 and #8 combined satisfy the SFC requirement under paragraph 
16.5(d) of the Code to disclose an investment banking relationship. 
Japan: See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the 
Japanese Securities Dealers Association or the Japanese Securities Finance Company. 
Russia: The information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any 
appraisal or evaluation activity requiring a licence in the Russian Federation. 
South Africa: Publisher: Deutsche Securities (Pty) Ltd, 3 Exchange Square, 87 Maude Street, Sandton, 2196, South Africa. 
Author: As referred to on the front cover. All rights reserved. When quoting, please cite Deutsche Securities Research as the 
source. 
Turkey: The information, interpretation and advice submitted herein are not in the context of an investment consultancy 
service. Investment consultancy services are provided by brokerage firms, portfolio management companies and banks that 
are not authorized to accept deposits through an investment consultancy agreement to be entered into such corporations and 
their clients. The interpretation and advices herein are submitted on the basis of personal opinion of the relevant interpreters 
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and consultants. Such opinion may not fit your financial situation and your profit/risk preferences. Accordingly, investment 
decisions solely based on the information herein may not result in expected outcomes. 
United Kingdom: Persons who would be categorized as private customers in the United Kingdom, as such term is defined in 
the rules of the Financial Services Authority, should read this research in conjunction with prior Deutsche Bank AG research on 
the companies which are the subject of this research. 

  



  

Global Disclaimer 
The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively “Deutsche Bank”). The information herein is believed by Deutsche Bank to be reliable and has been obtained 
from public sources believed to be reliable. With the exception of information about Deutsche Bank, Deutsche Bank makes no representation as to the accuracy or completeness of such information. 

This published research report may be considered by Deutsche Bank when Deutsche Bank is deciding to buy or sell proprietary positions in the securities mentioned in this report. 

For select companies, Deutsche Bank equity research analysts may identify shorter-term opportunities that are consistent or inconsistent with Deutsche Bank's existing, longer-term Buy or Sell recommendations. This 
information is made available on the SOLAR stock list, which can be found at http://gm.db.com. 

Deutsche Bank may trade for its own account as a result of the short term trading suggestions of analysts and may also engage in securities transactions in a manner inconsistent with this research report and with respect to 
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60272 Frankfurt am Main 
Germany 
Tel: (49) 69 910 41339 
 

Deutsche Bank AG 
Deutsche Bank Place 
Level 16 
Corner of Hunter & Phillip Streets 
Sydney, NSW 2000 
Australia 
Tel: (61) 2 8258 1234 

Fax: (61) 2 8258 1400 
Deutsche Bank AG 
Level 55 
Cheung Kong Center 
2 Queen’s Road Central 
Hong Kong 
Tel: (852) 2203 8888  
Fax: (852) 2203 6921 

Deutsche Securities Inc. 
Level 20, 2-11-1 Nagatacho 
Sanno Park Tower 
Chiyoda-ku, Tokyo 100-6171 
Japan 
Tel: (81) 3 5156 6701 
Fax: (81) 3 5156 6700 

  

 

 
 


