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 OW-30% on secureds and snrs 
Despite significant price appreciation during the recent rally in HY, we still see further upside 
to both of the SEAT securities with the Lighthouse securities offering equity like returns and 
the senior secured bonds possessing compelling relative value. When evaluated against 
other European directories, the Seat structure currently levered at 5.3x appears to be fully 
covered (average trailing European multiples approximate 6.4x).  This represents a 
significant disconnect from our conservative DCF valuation of 4.9x 2010 EBITDA (implying 
67 recovery on the Lighthouse notes) and we note that to reach valuations beyond 6x, 
equity investors are likely assuming flat low-single digit growth over the long-term, clearly a 
vote of confidence for the long-term reinvention of the business model.  

10.5% Senior Secured Notes offer enticing risk/reward   
Our preference in the structure are the new senior secured bonds which currently offer 
attractive spreads relative to the secured bank debt of both North American and European 
directories (limited bond comps remaining in the directories space) and currently trade under 
3x at market.  We are further comforted by the superior maturity (associated put option) and 
capital structure seniority relative to the Lighthouse bonds. Given the onerous TL 
amortizations, leverage through the secured notes should run in place and leave these 
bonds fully covered in the event of any future restructuring.   

High-teens returns for Lighthouse Notes 
In our base case valuation of the Lighthouse notes, we have chosen to assess the residual 
value ahead of the nearest potential credit event which view to be the maturity of the TL-B in 
June 2013 (we still believe the company will have the wherewithal to address this funding 
shortfall).  Under the conservative assumptions that bondholders receive 4 coupons and the 
business is valued at 4x 2012 EBITDA we arrive at a value 67 for the sub bonds implying high-
teens returns over this time frame. Recent levels in the low-50s suggest a valuation of 3.5x 
under the scenario above, which we view as too draconian when compared to the inferior US 
directories trading sub-4x.  Additionally, we note that that any extension of the time horizon 
provides further upside to our estimated return in the form of additional coupons and enhanced 
valuations (PagesJaunes, the leader in online, currently trades at 8.9x). 

Liquidity bridged (until ’13) 
In early 2010, Seat was able to successfully amend its senior credit facilities for a second time to 
gain the capacity to issue €1 bn of secured indebtedness over a one year period (permitted 
through Feb. 2011). Following the amendment, the company issued €550 mm of senior secured 
notes with the proceeds used to repay a portion of its senior secured credit facility. Post 
issuance/paydown, the company has €140 mm of bank amortizations through the end of 2011 
followed by more sizable maturities beginning in 2012. Even with a much improved maturity 
profile they will likely have to address 2013 TL maturity with funds derived from sources beyond 
free cash flow and thus we anticipate a return to the HY market in the near-term (market-willing). 

Online shift to accelerate over next 2-3 Years 
For 2010, the company has guided for print and online revenues in Italy to “improve by a few 
percentage points” compared to 2009 (-10.1%), buoyed by 30% online growth. While reticent to 
give more granular top-line guidance for the year, the company is expecting 2010 EBITDA to be 
between €480-510 mm (down 3-9% from 2009 levels). Looking beyond 2010, the company has 
expressed the goal to have online represent 40-50% of revenues within the next 2-3 years.      
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 Figure 1: Summary Credit Forecasts 
(in EUR m) 2010e 2011e 2012e 2013e

Sales 1,144 1,119 1,139 1,122
Change % -5% -2% 2% -1%

EBITDA 481 469 455 448
Margins % 42% 42% 40% 40%

- Cash interest -208 -210 -207 -195
- Cash taxes -85 -100 -97 -96
+/- Changes in WC -9 -3 -1 0
Capex -47 -47 -47 -47

as % of sales -4% -4% -4% -4%
FCF 132 110 103 111
+/- Disposals/(acq.) 0 0 0 0
- shareholder returns 0 0 0 0
+/- New debt 15 -70 -304 -465
+/- other -29 0 0 0
FCF after debt repay 118 40 -201 -354

Snr sec net debt 1,364 1,254 1,150
Sr sec net leverage 2.8x 2.7x 2.5x

Cash pay net debt 2,664 2,554 2,450
Total net leverage 5.5x 5.4x 5.4x
Total leverage 6.4x 6.4x 5.9x

Source: Company filings and BofA Merrill Lynch Global Research. 
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Representative Issues 

Figure 2: Seat Representative Issues 

Amt Ratings Next Call YTW STW
Security (Millions) Maturity date Moody/S&P Date Call Price Price (%) (bps)
10.50% Senior Secured Notes €550 31-Jan-17 B1/B+ 31-Jan-13 110.5 95.50 11.49 936
8.0% Senior Notes €1300 30-Apr-14 Caa1/B 9-Jul-10 102.667 61.00 24.09 2,299
Note: Market prices are as of 21-Jun-2010
Source: Bloomberg and BofA Merrill Lynch Global Research.

 

  
 

Investment Case 
Amidst depressed public multiples and limited visibility into the long-term 
growth/decline prospects of the business, we encounter a dispersed set of 
valuations for directories businesses.  From our DCF perspective, using a WACC 
of 11.1% with a terminal growth rate of -2.5% from 2013 onward (once the rates 
of decline for print stabilize and online begins to comprise a majority of the 
business), we value the business at roughly €2.4 bn or roughly 4.5x LTM EBITDA 
(4.9x 2010 EBITDA), which fully covers the banks and the new senior secured 
bonds, however leaves the Lighthouse entity impaired (67% recovery).    

Secured Fully Covered with Attractive Spreads 
The senior secured notes currently trade under 3x at market and offer attractive 
spreads relative to the secured bank debt of both North American and European 
directories highlighted at the back of this report in Figure 27 (limited bond comps 
remaining in the directories space).  We are further comforted by the superior 
maturity (given associated put option) and capital structure seniority relative to the 
sub bonds.   

Lighthouse Snr Scenarios: Base, Bull & Bear 
Base Case: 6 points of upside / Mid-teens returns 
In valuing the Lighthouse notes, we have chosen to assess the residual value ahead 
of the nearest potential credit event which view as the maturity of the TL-B in June 
2013. While we believe that the company will be able to find the wherewithal to 
address the roughly €100 mm funding shortfall for the TL-B (through divesting assets 
such as Telegate and Thomson or the use of incremental secured capacity) any 
extension of the story beyond 2012 only implies further upside to our valuation with 
the collection of additional coupons against the backdrop of a stabilization in EBITDA. 

Using our forecasted 2012 EBITDA of €455 mm and accounting for the evolved 
capital structure (majority of free cash flow used to fund bank amortizations) we arrive 
at the following valuations for the sub bonds:   
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Figure 3: Lighthouse Bond Valuations 
EV/EBITDA

2012 EBITDA 6.5x 6.0x 5.5x 5.0x 4.5x 4.0x 3.5x 3.0x 2.5x
500 162% 142% 123% 104% 85% 65% 46% 27% 8%
475 149% 131% 112% 94% 76% 58% 39% 21% 3%
455 139% 121% 104% 86% 69% 51% 34% 16% -1%
450 137% 119% 102% 85% 67% 50% 33% 15% -2%
425 124% 108% 91% 75% 59% 42% 26% 10% -7%
400 112% 96% 81% 65% 50% 35% 19% 4% -12%
375 99% 85% 70% 56% 41% 27% 12% -2% -16%
350 87% 73% 60% 46% 33% 19% 6% -8% -21%
325 74% 62% 49% 37% 24% 12% -1% -13% -26%
300 62% 50% 38% 27% 15% 4% -8% -19% -31%

Note: We forecast 2012 EBITDA to approximate €455 mm, below consensus of €481 mm; minimum estimate is €437 mm. 
Source: Company filings and BofA Merrill Lynch Global Research. 

 
Further accounting for the receipt of four coupons (16 pts) we estimate a floor value 
for the bonds: 

Figure 4: Lighthouse Bond Valuations with 4 Coupons 
2012 EBITDA 6.5x 6.0x 5.5x 5.0x 4.5x 4.0x 3.5x 3.0x 2.5x

500 178% 158% 139% 120% 101% 81% 62% 43% 24%
475 165% 147% 128% 110% 92% 74% 55% 37% 19%
455 155% 137% 120% 102% 85% 67% 50% 32% 15%
450 153% 135% 118% 101% 83% 66% 49% 31% 14%
425 140% 124% 107% 91% 75% 58% 42% 26% 9%
400 128% 112% 97% 81% 66% 51% 35% 20% 4%
375 115% 101% 86% 72% 57% 43% 28% 14% 0%
350 103% 89% 76% 62% 49% 35% 22% 8% -5%
325 90% 78% 65% 53% 40% 28% 15% 3% -10%
300 78% 66% 54% 43% 31% 20% 8% -3% -15%

Note: We forecast 2012 EBITDA to approximate €455 mm, below consensus of €481 mm; minimum estimate is €437 mm. 
Source: Company filings and BofA Merrill Lynch Global Research. 

 
Assuming the business is worth 4.0x (conservative by most estimates and relevant 
comparables); we estimate the value of the sub bonds, after the receipt of four 
coupons, to be 67, or 6 points above current trading levels.  We also note that recent 
trading level ranges in the low to mid 50s imply a future multiple of roughly 3.5x.   

One point of reference for the bear case scenario on valuation would be that used to 
restructure DexOne (DEXO) and SuperMedia (SPMD) in the United States.  These 
businesses were restructured in the low-4x context (~75% debt and ~25% equity) and 
currently trade at 3.9x (DEXO) and 4.7x (SPMD) 2010 EBITDA.  However, SEAT 
currently trades at a premium to these businesses (6x 2010 EBITDA) and should 
continue to do so going forward given its greater online presence, less-competitive 
operating environment and higher margins (goes hand in hand with the operating 
environment). Thus, we feel comfortable in using a range of 4-4.5x for our floor 
valuation which is well below peak historical multiples seen in 2006 where the global 
average was roughly 11.5x (Figure 5). Please see Figure 28 for more details on 
current and historical equity comparables. 

Bull Case: sub bonds repaid/refinanced 
The bull case for directories at this juncture rests in the belief that these 
businesses are able to reinvent themselves as marketing advisors offering a suite 
of search engine and website resources to small businesses.  While this story will 
continue to unfold as the company shifts from print to online (hopes to have 40-
50% of business be online within next 2-3 years), we have a difficult time 
envisioning a situation where this transition is completed by the time that the 
company looks to refinance/repay the Lighthouse notes in mid-2014.  In the case 
that they exceed expectations and are able to fully reinvent themselves, we 
expect investors would be willing to put new money into this new business at 6x.   

Figure 5: Historical Directories Multiples 
EU North America Global

Average Average Average
EV / 2006 EBITDA 11.8x 10.9x 11.5x
EV / 2007 EBITDA 10.1x 9.7x 9.9x
EV / 2008 EBITDA 6.3x 7.1x 6.7x
EV / 2009 EBITDA 6.6x 4.5x 5.7x  

Source: Company filings and BofA Merrill Lynch Global Research. 
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Bear Case: Sub Holders get left behind 
We estimate that the structure will be levered mid-2x (down from 2.8x currently) 
through the secured banks and bonds at the end of 2012 and should remain in 
this vicinity depending on how they chose to address the TL-B maturity in 2012.  
The low level of bank/secured leverage in front of the chunky €1.3 bn Lighthouse 
issue helps protect against the possibility of a pre-packaged bankruptcy under 
which secured lenders and/or the sponsors argue that the economic value 
completely breaks in front of the senior Lighthouse bonds.  With increased 
comfort that sub holders would not be completely excluded from a restructuring 
process, we rest on a 4x valuation should the situation arise that Lighthouse 
bondholders are forced to take on a revised ownership perspective. 

Report Outline 
Through the remainder of the report we highlight Seat’s credit positives/negatives, 
the company’s capital structure, a discussion of the factors surrounding Seat’s 
transition from print to online, perspectives on Italian economy and advertising 
market, a review of recent results, projections, an overview of Seat’s main 
businesses, key credit and equity comparables and summaries of the key 
covenants across the notes and banks. 

Credit Positives 
1. Operational: Robust growth of the company’s online business (growth 

to exceed 30% in 2010) and tied with Italian advertising forecasts for 
double digit-growth in Italian online ad spend over the coming years. 

2. Liquidity: Possible non-core asset divestiture proceeds primarily 
Telegate in GR and Thomson in the UK) to pay down debt. The 
company has continued to reiterate that it would like to shift its focus 
towards the Italian market and divest non-core assets over time. 

3. Operational: Half of the company’s revenue base comes from outside 
the top 20 Italian markets where there are lower levels of competition for 
small and medium-size enterprise (SME) advertising business helping to 
further insulate the company against future pricing/margin pressure.  

4. Operational: The company has demonstrated a commitment to its sales 
force having grown by 2% since the beginning of 2008 amidst the 
advertising downturn.  

5. Operational: The company has an untapped base of SMEs in Italy that 
have not yet made the transition to online (currently only 33% of Italian 
SMEs are online).  

6. Directories provide a lower-cost avenue (both monetary and time) for 
advertisers looking to increase market presence while circumventing 
investment in local sales force. 

Figure 6: 2009 Online as % of Revenue 
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Credit Risks 

1. Operational: Seat has lagged its EU peers in migrating its business 
online (online represented 23% of 2009 revenues vs. 32% average for 
other European directories).  While it can be argued that this presents an 
opportunity going forward, the drag on consolidated performance from 
the mid-teens declines in print will likely offset the 20-30% gains in the 
smaller online segment during the transition.  We do not envision top line 
declines stabilizing until the 2012-2013 timeframe when the company 
achieves its 40-50% online composition target. 

2. Liquidity: Assuming the company is able to address the TL-B maturity 
in June 2013, the greatest risk to the story still remains the refinancing of 
€1.3 bn of Lighthouse notes maturing in April 2014 (and additional strain 
of put feature on €550 mm secured notes in the case that they are not 
able to refinance the lighthouse securities).     

3. Liquidity: In the event that the company looks to the sponsors to help 
finance the Lighthouse maturity in 2014, we question the willingness of 
sponsors to inject further capital.  Although the sponsors helped fund a 
€200 mm rights issue in 2009, we are hard pressed to find further 
incentives for the sponsor to continue injecting capital into the over-
levered structure (under the current business model).  

4. Operational: The company has been diligent in removing costs from the 
business over the past two years and has targeted another €40 mm of 
cost saving for 2010.  However, given the draconian state of directories 
over this time period and the depressed state of the Italian advertising 
market over the trailing two years, we suspect that much of the low 
hanging fruit on the cost front has been recognized.   

5. Operational: A double dip or further Italian austerity measures could 
have the effect of forcing SMEs to once again re-evaluate their 
advertising budgets. Italian advertising spend, particularly across print 
mediums, is highly leveraged to Italian GDP growth as demonstrated 
during the downturn over the past two years; in 2009, Italian GDP 
declined by 5.1% and Italian advertising was down 13.4%.  While it 
remains difficult to decipher what portion of the declines have been 
cyclical vs. secular, we continue to expect further declines in print (as 
discussed below in our forecasts) will be muted with any return to 
positive economic growth. 

On the right path… 
In early 2010, Seat was able to successfully amend its senior credit facilities for a 
second time to gain the capacity to issue €1 bn of secured indebtedness over a 
one year period (permitted through February 2011). The cost of the added 
capacity was one-time, €6 mm consent fee and a 75 bps increase to pricing on 
the banks where current margins for the TL-A and revolver stand at 319 bps and 
376 bps for the TL-B. Following the amendment, the company issued €550 mm of 
senior secured notes (below the initial announcement of €650 mm due to market 
conditions) with the proceeds used to repay a portion of its senior secured credit 
facility; following the issuance/paydown, the company has €105 mm of bank 
amortizations through the end of 2011 (made early TL payment of €35 mm in 1Q) 
followed by more sizable maturities beginning in 2012.   With a much improved 
liquidity runway, the company still has €450 mm of senior secured capacity 
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however remains reticent to tap the market at rates above the 11.5% paid on the 
senior secured notes raised in January.  Additionally, proceeds from an add-on 
would be required to pay down credit facility debt (Tranche A and B) leaving 
secured leverage unchanged, but could add an additional €30 mm of interest 
costs if fully utilized. 

Current liquidity position strong 
Seat’s current liquidity includes roughly €320 mm of cash, and a €90 mm 
undrawn revolver.  Given conservative cash flow projections, we envision Seat 
being able to self-fund TL-A bank amortizations through 2012 (€440 mm) before 
running into towers of bank and bond debt coming due in 2013 and 2014.  Over 
this time period we envision the company remaining covenant compliant after the 
significant cushion ceded from the banks back in January (see Figure 8 for 
covenant compliance projections and Figure 32 for amended bank agreement). 
 
Table 1: LTM Capitalization 
Instrument Coupon  Total Out- Net MW  
(in EURm) /margin Maturity issued standing leverage leverage Price 
- Cash    320    
+ RCF due June 2012 319 May-12 90 0    
+ TL A due June 2012 319 Jun-12 1,930 410    
+ TL B due June 2013 376 Jun-13 600 465    
+ EUR 10.50% 2017 10.50% Feb-17 550 550   95.50 
+ ABS 2014    256    
+ other    129    
Net debt (snr sec)    1,489 2.8x 2.8x  
+ EUR 8.000% 2014 8.000% Apr-14 1,300 1,300   61.00 
Total net debt     2,789 5.3x 4.3x  
Source: Company filings and BofA Merrill Lynch Global Research. 

 

Figure 7: Seat Debt Maturity Profile 
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Figure 8: Covenant Compliance Projections 
Maintenance covenants Q1'10 Q2'10 Q3'10 Q4'10 Q1'11 Q2'11 Q3'11 Q4'11 Q1'12 Q2'12 Q3'12 Q4'12

Snr net leverage 3.4x 3.5x 3.5x 3.5x 3.4x 3.3x 3.2x 3.2x 3.1x 3.1x 2.9x 2.9x
estimated 2.8x 2.8x 2.8x 2.8x 2.8x 2.8x 2.7x 2.7x 2.6x 2.6x 2.6x 2.5x
headroom 0.5x 0.7x 0.7x 0.7x 0.6x 0.5x 0.5x 0.6x 0.4x 0.4x 0.4x 0.4x
Total net leverage 6.3x 6.6x 6.7x 6.7x 6.5x 6.4x 6.4x 6.4x 6.2x 6.1x 6.0x 6.0x
estimated 5.3x 5.3x 5.4x 5.5x 5.5x 5.5x 5.5x 5.4x 5.4x 5.4x 5.4x 5.4x
headroom 1.0x 1.3x 1.3x 1.1x 1.0x 0.9x 0.9x 0.9x 0.7x 0.7x 0.6x 0.6x

Source: Company filings and BofA Merrill Lynch Global Research. 

 

 

But why wait?  
While the company held back from using the full €1 bn basket for new senior 
secured issuance in January due to adverse market conditions, there have 
arguably been many windows of opportunity to return to the market over the 
recent months.  Without a meaningful improvement expected for the Italian 
advertising market we would expect the company to use at least a portion their 
€450 mm secured capacity sooner rather than later (market willing) before 
expiring in early 2011.  Depending on the company’s faith in re-inventing the 
online business, they may consider raising just enough to meet the cash shortfall 
tied to the last TL-B maturity in 2013 (€465 mm) and hold off on addressing any 
portions of the 2014 Lighthouse maturities until they have further proven their 
online business model.   

Every Little Bit Helps 
Under the company’s senior credit facility, they have the ability to repurchase 
€100 mm of the 2014 bonds.  Given that the company has just under €300 mm of 
cash and €90 mm available under their revolving credit facility along with 
additional secured capacity, we cannot help but wonder why they would not 
repurchase this debt at a significant discount if they truly believe that they will be 
able to ultimately address the Lighthouse maturities. While this represents only a 
sliver of the total maturity, achieving a similar rate of return on their capital from 
investments in the underlying business seems unlikely.  

How much more will shareholders provide? 
In early 2009, Seat successfully completed a rights offering to raise roughly €200 
mm of additional equity (€100 mm funded by sponsors with the remaining €100 
mm syndicated).  A portion of the rights offering was used to pay down banks 
(~€100 mm) in return for the loosening of financial covenants. This injection 
further demonstrated a commitment from Seat shareholders to keeping the story 
afloat even in the worst of times. Still, as the equity value continues to erode from 
a multiple perspective and the credit facility prohibits any distributions to 
shareholders as long as leverage exceeds 4x, it seems that shareholders are 
locked into a period of both limited cash flow and limited capital appreciation for 
the foreseeable future.  Without any upcoming returns of capital, 2004 marks the 
last meaningful return of capital paid with a portion of the proceeds from the 2014 
Lighthouse offering (roughly €3.5 bn) outside of annual dividends paid in 2006 
and 2007 approximating €45 mm and €62 mm, respectively.   

 

Figure 9: Historical Price for 10.5% Notes 
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Refinancing Worries 
More worrisome than current valuation erosion in the directories space are the 
prospects the company will face when it looks to refinance the Lighthouse bonds 
before early 2014.  Over the coming years, the company has the potential to post 
modest deleveraging through the secured portions of the complex (given the 
significant bank amortizations) however, consolidated leverage will slip towards 
the high-5x context by the end of 2012. Note that this does not reflect the 
incremental cash flow drain from any additional refinancings tied to additional 
secured debt, which would come at a higher rate than the company’s low-7% 
average cost of debt.  Matters are further complicated by the optional put feature 
in the secured bonds by which holders are able to put the issue back to the 
company in the instance that the lighthouse bonds are not refinanced (outside the 
maturity of the secured bonds) or repaid before March 15, 2014. 

Corporate Structure Evolution 
The company’s capital structure is the result of the spin-off from Telecom Italia in 
2003.  The four initial sponsors (CVC Capital Partners, Permira, Investitori 
Assocaiti and BC Partners) acquired 62.5% of Seat for €3.25 bn (9.2x).  
Currently, roughly half of Seat’s equity (PG:IM) is closely held by three of the 
original sponsors CVC Capital Partners (29.4%), Permira (13.1%) and Investoitori 
Associati (7%).   Following the spin, the company has maintained two primary 
issuers: SEAT Pagine Gialle SpA (SEAT) and Lighthouse International.   

After a series of dividends following the acquisition (the lions share taken out in 
2004), in more recent times the sponsors have been called upon to inject capital. 
In early 2009, shareholders funded a €200 mm rights offering (half funded by 
sponsors) bringing the sponsors’ estimated stake to roughly €532 mm (relative to 
company’s market cap of €269 mm) 
 
Figure 10: (in € millions) 
2003 Initial Investment   3025 
2004 Special Dividend (Sponsor share)   -1764 
2004 Partial Sale    -804 
2006 Dividend (Sponsor share)   -23 
2007 Dividend (Sponsor share)   -31 
2007 Additional Investment   29 
2009 Rights Issue (Sponsor share)   100 
  TOTAL     532 
Source: Company filings and BofA Merrill Lynch Global Research. 

 

All of the company’s secured debt, including credit facilities and 10.5% notes, 
reside at the SEAT entity and the 8% bonds sit at the junior Lighthouse entity. 
While the bank debt and 10.5% senior secured notes share a pari passu claim on 
the company’s assets, the security for the 10.5% excludes tangible assets valued 
over €25 mm whereas the banks are privy to this security. The guarantee 
structure is identical across both note classes as well as the banks and notably 
include the Thomson subsidiaries; any asset sale proceeds (such as non-core 
assets in FR and UK previously discussed)  would be tagged to first repay bank 
debt. Please see Figure 31 for HY covenant summaries. 

Back in January the company was able to issue €550 mm of senior secured 
bonds outside the maturity of the 2014 sub Lighthouse notes with the inclusion of 
a put clause allowing senior secured note holders to put their bonds back to the 

Total leverage expected to be in high-5x 
context when look to refinance €1.3 bn of 
Lighthouse maturities 
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company if it is unable to: 1.) Repay/repurchase the notes; 2.) Defease the notes 
or 3.) Extend the Lighthouse note maturity beyond July 2017.  Our understanding 
of the indenture is that this provision is relatively firm and gives us further 
confidence that the senior secured notes will enjoy a priority in both asset security 
and maturity over the subordinated Lighthouse debt. 

Figure 11: Seat Corporate Structure 
Sponsors

Sterling Sub Hldg (CVC Capital) 29.4%
Subtrac SA (Permira) 13.1% Free Float

Al Subsilver SA (Investitori Associati) 7.0% (PG IM)

49.6% 50.4%

SEAT PagineGialle SpA Lighthouse International Company S.A.
(Borrower of Snr Sec) (Issuer of notes and CDS ref entity)

Debt Lev. Debt Lev.
RCF, TL A & B  1,809 2.8x € 8.0% Snr Sub Bonds 1,300 5.3x

€10.5% Snr Sec Bonds 550 2.8x

Free Float
sub guarantee Telegate AG

(TGT GR)
22.6%

Italian Directories UK Directories Other Activities Directory Assistance
Seat Pagine Gialle S.p.A. TDL Infomedia Ltd Consodata S.p.A. Telegate Italia

Thomson Directories Cipi S.p.A. Nueva informacion
Europages S.A. Telegate 118 000 Sarl

Telegate Media AG
Telegate AG

Prontoseat S.r.l
 

Source: Company data and BofA Merrill Lynch Global Research 

 

Shifting focus to the Core 
Although the performance of the company’s non-core assets has lagged the core 
Italian business and they operate at relatively lower margins, there could possibly be 
attractive synergies recognized by larger operators in either the UK or French 
markets. Transactions in the directories space have been few and far between over 
the past two years, however in March 2010, Yellowpages Income Fund (YLO-CN) 
acquired Canpages from HM Capital partners for C$225 (implying a multiple of 10.3x 
EBITDA or 7.5x post synergies). Note that Canpages was the second largest operator 
in CN with roughly 7% market share vs. over 90% for YLO.   

Seat previously announced plans to divest the French subsidiaries of its Telegate 
business, and although we do not know the magnitude of the French operations, 
the Telegate business generated roughly €35 mm of EBITDA in 2009.  The 
company has also announced plans to exit from its Turkish JV, Katalog to avoid 
any further capital requirements.  In the UK, there have been discussions about 
selling the Thomson operations, which currently occupy the third slot in the 
market.  In the case of either a Telegate or Thomson sale, any proceeds received 
would go directly towards paying down bank debt.   

Out of the company’s non-core assets, Telegate (Seat holds roughly 77.4% of 
public equity) arguably represents the most marketable asset, however any sale 
of Telegate may be delayed by the outstanding litigation against Deutsche 
Telekom (DT) relating to excess payments made by Telegate to DT for subscriber 
data from 1999 to the present. Last told, the company expects the case to be 
resolved in the second half of this year or early 2011 and estimates call for 
Telegate to receive roughly €100 mm of cash or closer to €60 mm after taxes. 

Yellowpages acquired Canpages for 10.3x 
(7.5x post synergies) in March 2010 
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Turning the Page on Print 
One of the key issues for the directories space remains the continued migration 
from the secularly challenged print medium to online where growth has proven 
more robust.  Seat has been able to grow its print/online composition from 77/17 
in 2008 to roughly 77/23 at the end 2009.  Out of the online revenues, roughly 
70% currently are derived from local online advertising (on-line directory, display 
and classified) and the remainder from local online marketing services (SEM, 
SEO, web site development, among other activities).  

Relative to its European peers, Seat ranks at the lower end of the scale in terms 
of the percentage of online revenue it generates with the clear leaders being 
PagesJaunes and Eniro at 43% and 40%, respectively (for FY 2009). 

Figure 12: 2009 Online as a Percentage of Total Revenues 
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Note: Figures based on FY 2009 results. 
Source: Company filings and BofA Merrill Lynch Global Research. 

 

Within Italy, search engine marketing (SEM) represents one of the company’s 
greatest growth opportunities as it is the largest Google reseller in Italy.  The SEM 
category falls within local online marketing services, which in 2009 posted growth 
of 26% in Italy (overall market). Still, when taken in perspective, SEM represents 
only ~2% of consolidated revenues leaving much to be desired before the high 
growth rates become material for overall results (SEM accounted 6% or €12 mm 
of 2009 online revenues, which were 23% of consolidated revenues).  

For 2009, Nielsen estimates the total Italian local advertising market to 
approximate €4.25 bn split among traditional local advertising (73%), local online 
marketing services (20%) and local online advertising (7%).  In 2009 Seat had 
roughly €150 mm of revenues from the local online advertising category (~50% of 
Italian market share, up from 18% in 2009) and roughly €50 mm of revenues in 
the local and online revenues (~6% Italian market share, up from 4% in 2008).  In 
the first quarter of 2010, Seat continued its strong online momentum and 
outperformed the market; combined, local online marketing and advertising 
revenues grew +51.6% (total Italian advertising market was up 2.7% in 1Q).   

Online % of business has grown from 17% 
2008 to 23% in 2009 

Figure 13: 2009 Composition of Online 
Revenues 
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Local online advertising Web site development and marketing
SEM Content enrichment

 
Note: As a percent of Core revenues. 
Source: Company data and BofA Merrill Lynch Global Research. 
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Figure 14: Seat Performance Relative to Italian Market 
Italian Reference Market Market Share Seat 1Q Resluts
2009 2009 2008 2009 Seat 1Q % of 1Q

(in € millions) Size (%) Growth (% Share) (% Share) Growth Core*
Local online marketing services 850 20% +26% 4% 6% +51.6% 56%
Local online advertising 300 7% +6% 51% 51% +51.6%
Traditional local advertising 3100 73% -26% 17% 20% -16.4% 32%
(directories, newspaper, radio, television)

Total Market 4250 -18% 18% 20% +15.4%*
*1Q10 Core revenues €84.8 mm tied to Seat 1Q10 growth of 15.4%  

Source: Company reports, Nielsen and BofA Merrill Lynch Global Research. 

 

One of the key considerations when evaluating the shift from print to online is the 
margin on new online business replacing legacy print offerings.  While the 
analysis is somewhat blurred due to the blended nature of new product offerings, 
we suspect that at this juncture the gross margins between the online and print 
product are not noticeably different, however as the mix evolves, we see an 
opportunity for the margin gap between online and print begin to expand (online 
growing) given the relatively fixed online cost base. This will be partially offset by 
the growth in business tied to strategic partnerships with search engines. Note, 
for 2009 Seat’s gross margins for print approximated 76.1% vs. 75% for online.  

Eniro, which operates primarily in Sweden and Norway, is one of the few 
companies that provide a breakout of print vs. online margins.  For 2009, 
consolidated EBITDA margins for the business stood at 28% and roughly 31% for 
the online segment.  We note Eniro has been one of the leaders in making the 
transition online (~40% of 2009 revenue) without showing a large variance 
between print and online margins.  Also, Eniro recently released guidance to try 
and maintain consolidated EBITDA margins of 30% over the next 3-5 years, 
which does not support the argument for margin expansion as the industry 
transitions to online. 

Over the course of 2006-2009 Seat’s consolidated margins have increased 
slightly from 42% to 44% while the landscape for margins has been mixed for 
other publishers: some have experienced considerable declines (Eniro, Truvo, 
and SuperMedia) in some cases losing 800-900 bps while for others, margins 
have held relatively stable or have even increased (Yell, PagesJaunes, Dex One 
and Yellow Pages Income Fund). 

Online margins not noticeably different 
from print margins at this juncture 
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Figure 15: Historical Directories Margins (2006-2009) 
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Source: Company filings and BofA Merrill Lynch Global Research.  
When trying to decipher the differences in margin we believe that the disparities 
are driven by two primary factors: 1.) Market structure with regard to the 
relationship with any existing incumbent; and 2.) Market fragmentation.  In 
markets where there was significant competition from an incumbent in print 
directories, this competition has been carried over to online resulting in added 
margin pressure across both products.  Seat has benefited from limited online 
competition from Telecom Italia (TI) and previous attempts from foreign operators 
to enter the Italian print directories market have proven unsuccessful.  In regards 
to fragmentation, other competitors in the Italian local online market represent 
mid-single-digit market shares and accordingly do not provide a significant 
amount of pricing pressure. 

The other most obvious competitor for Seat going forward (as is the case for most 
other directories companies) is Google which generates approximately €350 mm 
of annual revenues in the Italian market with fewer than 100 employees 
(according to Seat). Google’s breakdown between local and national has not 
been disclosed and we suspect that the majority of these revenues come from 
outside of Seat’s target SME base. Google’s threat to directories in markets with 
higher internet penetration such as the United States (est. 76% by end of 2010 or 
233 mm people) remains much greater relative to Italy where internet penetration 
by the end of 2010 is estimated to be only 60% or roughly 35 mm people. The 
size of the Italian market, relative to the US also makes it less enticing for Google 
to further invest in a local sales force to target smaller SME customers; however 
the disincentive to build out a sales force could put Seat’s existing business/sales 
force on the radar as an easy entry mechanism into the Italian market. 
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999 Remains Top Package 
Seat’s top selling multimedia product has been their 999 package providing 
customers with a mixture of online (custom-designed website, company basic 
web information) and print (yellow pages or white pages). In the first quarter, the 
999 package represented 27% of the multimedia packages sold, followed by the 
499 package (27%) and the 799 package (19%).  There is a large skew towards 
the less-expensive packages yet the average revenue per advertiser (ARPA) 
growth for renewing customers stood at +13.6% in 1Q. For 2009, print ARPA 
approximated €1,394 down 5.6% while online ARPA grew 6.4% to €1,035.  While 
there may be increased opportunities for future ARPA expansion for renewing 
multimedia customers, we note that the online ARPA still remains well below 
historical print levels and is skewed towards lower priced multimedia packages. 

Figure 17: Evolution of Print and Online ARPA 
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Source: Company filings and BofA Merrill Lynch Global Research. 

To further complicate the analysis of the shift from print to online is the splicing of 
value for the customer when attempting to assign percentages of print and online 
to multimedia packages (combination of print and online).  For example, on a 
€1,000 package, it is not readily apparent what portion of the package the 
company counts as online vs. what portion it counts as print.  From an accounting 
perspective, the company currently uses a 70%/30% split print/online but we 
expect that this will converge over time as the value proposition presented from 
online becomes more defined across the customer base; 30% may currently 
under-represent the percentage of a multimedia package that is attributed to 
online if you assume that the print product cost of 499 (base package cost) is the 
starting point for all other packages beyond which the incremental cost is 
associated with online. Additionally, the accounting of a higher percentage as 
print on a static number of packages will have the natural effect of showing 
growth in online revenues and a decline in print revenues, which when placed in 
the context of a secularly declining print advertising will further accelerate the 
reported print declines at the benefit of enhancing online growth. 

In conjunction with its online offering, the company has also rolled out mobile 
offerings that are included in the multimedia package offered to clients (for all 
packages over 499). As of April, iPhone downloads had reached 275,000, 
representing a growth of 282% from June 2009.  While the downloads are not 
readily monetized, they represent a key selling point for customers interested in 
the company’s multimedia package and may help mitigate churn going forward. 

Figure 16: Breakdown of Number of Packages 
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Source: Company filings and BofA Merrill Lynch Global Research. 
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Figure 18: iPhone Mobile Downloads (in thousands) 
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Note: Including all smart phones, total downloads approximates 300K. 
Source: Company presentations and BofA Merrill Lynch Global Research. 

 

Italian Macro Landscape Still Uncertain  
While recent concerns have surfaced with the regards to how the sovereign debt 
crisis could affect the company’s operating results, other European advertising 
peers have noted that the effects of the sovereign crisis have not started to 
appear in May flash numbers (measured at a given point in the quarter).  
Additionally, given the lag inherent with advertising spend following shifts in GDP, 
we would expect any declines in ad spend to begin to show up in 2H results.   

In regards to recent Italian austerity measures, Prime Minister, Silvio Berlusconi, 
announced €24.9 bn (1.6% of GDP) of additional tightening for 2011-2012 with 
the hopes of reducing the country’s budget deficit to 3% of GDP by 2012.  
Relative to the rest of Europe, the deterioration of Italy’s fiscal position has been 
more muted with the budget deficit widening from 2.7% of GDP in 2008 to 5.3% in 
2008.  Although the future austerity measures do not appear to have a significant 
drag on GDP growth forecasts, unemployment is projected to remain elevated 
through the course of 2010 (BAML projects Italian unemployment rate to end the 
year at 8.3% vs. 7.8% at the end of 2009). 

Thus far Italy has returned to positive GDP growth in 1Q posting +0.4%, a 
sequential improvement over the 0.1% contraction in 4Q (according to Istat).   

Italian Media Landscape Improving 
For 2009, Italian advertising spend declined 13.4% with Internet posting the only 
positive growth (+10.5%). In Magna’s most recent forecasts (released in Dec. 
2009), print growth in 2010 is expected to be less bad and online is expected to 
continue to post strong growth; newspapers and magazines are expected to 
decline by 5.4% and 4.7%, respectively, while other traditional advertising 
mediums are expected to continue to post declines: Television (-2.7%), Radio  
(-3.5%) and Outdoor (-1.7%).   

The declines in overall Italian advertising spend in 2009 come against a backdrop 
of a 5.1% decline in GDP in Italy.  For 2010 BAML expects the Italian economy to 
grow by 1.1% followed by growth of 1.8% in 2011.   

Italian 4Q09 GDP growth: -0.1% 
Italian 1Q10 GDP growth: +0.4% 
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Figure 19: Zenith Optimedia Italian Advertising Forecasts  
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Note: Represents y/y change in constant prices. 
Source:  Zenith Optimedia report published March 2010 and BofA Merrill Lynch Global Research. 

 

Regardless of the source, the general consensus is for 2010 to be another 
difficult year for print, which has been accounted for in the company’s outlook for 
2010 (see discussion below). Zenith Optimedia expects Italian newspapers to 
decline by 6.4% in 2010 and Italian Magazines to decline by 7.9% (we use these 
mediums as a barometer for directories given that no specific directories 
measurement is reported).  

Figure 20: Magna Italian Media Forecasts 
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Source: Magna Global 2010 Advertising Forecast and BofA Merrill Lynch Global Research. 

While the outlook for print remains quite bleak amidst the recent downturn, 48% 
of the Italian population ages 14 and older (23.3 mm) continue to use the print 
yellow pages (Yellow and White Pages).  Clearly, the core business has not 
evaporated over the downturn and will continue to provide the company with a 
base source of revenue, albeit declining, during the coming transformational 
years.   
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1Q10 Results 
Although the first quarter represents the Company’s lightest quarter of bookings,  
consolidated revenues of €149.5 mm were down 9.1% (-1.7% on matched calendar 
basis) bolstered by online revenue growth 51.6% which now makes up just over 
20% of the business mix. Reported EBITDA of €14.3 mm was down 8.6% or +57% 
on a matched calendar basis. Revenues at Thompson and Telegate continue to 
remain under pressure, falling 14.8% and 12.5%, respectively and EBITDA at 
Thomson for the quarter was still negative, while Telegate managed to record 
roughly €5.6mm (still expect €23-27 mm for the year). 

For the Italian segment (Core) revenues declined -6.8% to €100.4 mm (or closer 
to +4.4% when adjusting the calendar) as print revenues declined by 16.4% and 
online grew 51.6%. Core EBITDA increased 3.3% to 12.7 mm and represented 
almost 90% of consolidated EBITDA for the quarter.  The strong Italian results 
were driven by the sale of ~17,500 multimedia packages in the quarter (1/3 new 
customers and 2/3 existing customers) now possessing an average APRA of 
~€1,000; combined ARPA growth for renewing customers was 13.6% for the 
quarter. 

Costs as a percentage of revenues declined for both industrial (a reflection of 
lower print revenues), and general and labor, however commercial costs 
increased due to the higher levels of spend tied to multimedia packages and 
customer acquisition.  The company also noted that bad debt cost provisioning 
remained stable at 4.5% following a more conservative approach in 2009. 

2010 Outlook 
For the first half, Seat has guided for Italian revenues to be down between 2-4% 
(vs. -5.7% in 1H09) supported by online growth exceeding 40% against a decline 
of 20% for print.  In the company’s larger markets (including Milan and Turin), 1H 
rates of decline are expected to track closer to mid-20% levels.  Recall that in 
2009, 23% of the company’s Italian revenues came from its top five markets in 
Italy, leaving a buffer for the remainder of the business as large markets continue 
to remain under pressure. 

For the full year, the company has provided guidance for print and online 
revenues in Italy to “improve by a few percentage points” compared to 2009  
(-10.1%), buoyed by a 30% growth in online.  While reticent to give more granular 
top-line guidance for the year, the company is expecting EBITDA to approximate 

Figure 21: Italian YP & WP Users by Age Group 
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Source: Company filings and BofA Merrill Lynch Global Research. 

 

 Figure 22: Italian YP and WP Users 
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Source: Company filings and BofA Merrill Lynch Global Research. 

 

2010 EBITDA Guidance: €480-510 mm 
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between €480-510 mm (down 3-9% from 2009 levels) aided by an estimated €40 
mm of costs savings. Roughly three quarters of the cost saves are expected to 
come in Italy (1/3 tied to personnel redundancy, 1/3 in general and consultancy 
fees and 1/3 in back office and print support).  The remaining €10 mm is expected 
to come from outside of Italy tied to the outsourcing of cost centre operations. In 
the case of a double–dip for the broader macro economy, we suspect that much 
of the low hanging fruit on the cost front will have been realized by the end of 
2010 and the ability to sustain margins through further cost cuts would prove 
quite difficult. 

Capex going forward is expected to approximate €49 mm, with roughly 70-80% of 
this being spent in Italy.  Out of the amount being spent in Italy, the company 
expects that €12-13 mm of the spend will be tied to product development of their 
web, online and mobile offerings.   

For other print advertising mediums, notably newspapers, the decline in newsprint 
prices (European market posted double-digit declines for 2009) has helped 
preserve margins amidst weak top-line performance in addition to volume 
declines from lower circulation.  In contrast to the newsprint market the paper 
used in yellow pages has not benefited from the drastic decline in prices and Seat 
has been further removed from any benefits because of the nature of their 
contracts (~3 years) with print suppliers.  For 2009, Seat’s paper costs in the 
Italian segment totalled roughly €31 mm (our roughly 3.2% of revenues), down 
20.6%, mostly driven by a 17.1% decline in the number of directories printed.  
Additionally, the company has aimed to keep the page count for its books steady 
to avoid the appearance of a diminished product and thus has not seen significant 
savings.  Over this time period unique YP and WP customers declined by 8.5% in 
2009 while sheets printed in the Italian market declined by only 1.3%. 

From 20 to 50 in 2-3 years 
The key piece of guidance provided by the company is for online revenues in Italy 
to comprise 40-50% of total core revenues over the next three years.  Using this 
as a baseline, we outline our forecasts for the Italian business below.  
Figure 23: Forecast for Core Italian Segment 
(in EUR m) 2008 2009 2010e 2011e 2012e 
Revenues:      
Print (est.) 879 733 607 513 445 
growth n/a -17% -17% -15% -13% 
Online (est.) 180 219 285 356 445 
growth n/a 22% 30% 25% 25% 
Total Core Revenues 1059 952 891 869 890 
growth -3% -10% -6% -3% 2% 
       
Online as % of total 17% 23% 32% 41% 50% 

       
Core EBITDA 525 471 439 417 409 
Core margin 50% 49% 49% 48% 46% 
Source: Company filings and BofA Merrill Lynch Global Research. 

 

In constructing our forecasts we aim to have online comprise 50% of revenues by 
2012 with linear growth in 2011 and 2012 to achieve this target.  This is being 
driven by online growth of 30% in 2010E and 25% in 2011E and 2012E (arguably 
greater visibility in online versus the print segment).  Under this scenario we see 
revenue growth remaining negative through 2011 before returning to growth, 
albeit modest, in 2012.   

Online % of revenue to approximate 40% -
50% of business over next 2-3 years 
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Company Description 
Seat provides directory advertising and marketing services across print, online 
and voice mediums.  The company’s core business consists of published 
directories in Italy (75% of LTM revenues) with additional operations in the UK 
(under Thomson Directories, 7% of 2009 revenues) and Germany (under 
Telegate).  Within Italy, Seat has roughly 84% market share relative to weaker 
positioning in the UK (10%) and in Germany (33%).   

The business is model is divided into three primary operations: Italian Directories 
(including print online and voice), UK Directories (print and online in the UK, 
marketed through ThomsonDirectories Limited), and Directory Assistance 
(Telegate subsidiaries in Germany, Spain and ProntoSeat in Italy).   

In recent years, the company’s focus has shifted towards its core Italian 
directories business where Seat’s top 5 markets are Rome, Milan, Turin, Brescia 
and Bergamo which combined represented roughly 23% of 2009 revenues (print, 
online and voice); note that Seat’s top 20 markets in Italy account for roughly 51% 
of revenues leaving the remainder of the company’s businesses coming from 
smaller Italian cities where larger advertisers are less likely to invest in targeting 
SMEs. Seat’s core Italian business has a 2,033 person sales force split ¼ 
telesales and ¾ field sales.  While the Italian advertising market has experienced 
a precipitous decline over the past two years, the company has shown a 
commitment to its sales force, which on a net basis (accounting for new hires) 
has increased 1.7% from 2008 – 2009. 

 

Figure 26: Sales Force Evolution 
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Source: Company filings and BofA Merrill Lynch Global Research.  
 

Albert Cappellini has served as CEO since April, 2009 prior to which he worked in 
various roles at Kimberly-Clark Europe and Massimo Cristofori has served as 
CFO since 2008.  

Business Customers and Services 
Seat caters primarily to small and medium-size enterprises (SMEs), offering two 
primary services: 1.) local advertising through print, online and voice; and 2.) 
online marketing services such as website development, search engine marketing 
(SEM), and search engine optimization (SEO). 

Figure 24: LTM Revenues (1Q10) 
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Source: Company filings and BofA Merrill Lynch Global Research. 

Figure 25: LTM EBITDA (1Q10) 
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Source: Company filings and BofA Merrill Lynch Global Research. 
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SEM: Seat purchases ad words from Google and then resells them to their 
customers for spots within search results (low margin for Seat) based on a “pay 
per click” model. 

SEO: knowing the search engine algorithm so that they can then place ads on the 
first page of search engine results. 

Website design remains a primary focuses for Seat offering customers the option 
for basic websites (focused on internet domains) and premium sites (include 
multiple sections, video offerings among other enhancements).   

Generally, during economic downturns SMEs are required to re-evaluate their 
advertising spend as they try to conserve cash for their businesses.  This 
decreased willingness to spend oftentimes leads to a lag in returning to previous 
advertising levels and furthermore serves as a future risk to Seat should the 
Italian economy experience another decline.  Even with robust Italian online 
growth over past quarters, there remains an untapped online customer base 
relative to the rest of Europe; in the past management has highlighted that only 
33% of SMEs in Italy have an online presence whereas this exceeds 60% in 
Germany, the UK and Belgium. 
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20 Figure 27: Global Credit Comparables 
(Currencies in millions) EBITDA(4) /

Amt. Ratings Bid(1) YTW T-STW Z-STW(2) Next Call LTM(3) Cash Total Debt / EBITDA TEV(5)/
Issue / Description Out. Maturity Mdy/S&P Price (%) (bps) (bps) Call Price Rev. EBITDA InterestInterestBank/sec Senior Opco Holdco Net EBITDA

European Directories
Seat (SEAT) € 1,196 € 526 2.4x 2.3x 3.2x 3.4x 5.9x 5.9x 5.3x 5.8x
Term Loan A (E+319) € 410 92.00       602
Term Loan B (E+376) € 465 89.00       665
10.5% Senior Secured Notes € 550 31-Jan-17 B1/B+ 95.50       11.82 969 913 31-Jan-13 110.50
8.0% Senior Notes € 1,300 30-Apr-14 Caa1/B 61.00       25.54 2,444 2228 21-Jul-10 102.67
5-yr Mid (Seat Pagine Gialle SpA) 1956

PagesJaunes (PAJFP)(6) € 1,164 € 512 6.2x 6.2x 3.8x 3.9x 3.9x 3.9x 3.8x 8.9x
Term Loan A (€, E+150) € 1,950 24-Nov-13 87.50       559
Term Loan B/C (€, E+250) NA 5-Sep-15 74.00       968
Term Loan D1 2nd (€, E+500) € 370 6-Sep-16 69.00       1211

Truvo (WCAC) € 302 € 129 1.7x 1.5x 6.3x 10.5x 10.5x 11.8x 11.1x NA
8.375 % Senior Secured Notes $200 1-Dec-14 C/D 5.00         NM NM NM 22-Jul-10 104.19
8.5% Senior Secured Notes € 395 1-Dec-14 C/D 5.00         NM NM NM 21-Jul-10 104.25

Yell (YELGF)(7) £2,123 £619 2.3x 1.8x 5.4x 5.4x 5.4x 5.4x 5.1x 6.3x
Term Loan A (€, E+375) € 445 30-Apr-14 73.00       1241
Term Loan A ($, L+375) $681 30-Apr-14 70.00       1368
Term Loan A (£, L+375) £926 30-Apr-14 71.00       1331
Term Loan B (€, E+400) € 318 30-Jun-14 76.00       1125
Term Loan B ($, L+400) $808 30-Jun-14 71.00       1322

North American Directories
Dex One Corporation (DEXO) 2,069$    1,062$    4.5x 4.5x 2.7x 2.7x 3.0x 3.0x 2.9x 4.0x
RHDI Term Loan (L+625) $1,159 24-Oct-14 NA/B 90.25       1230
Dex West Term Loan (L+450) $841 24-Oct-14 NA/B+ 90.50       798
Dex East Term Loan A (L+200) $928 24-Oct-14 NA/B+ 82.25       693
12/14% Senior Sub. PIK Notes $300 29-Jan-17 B3/CCC+ 95.50       13.03 1,038 NM 1-Jan-11 106.00

SuperMedia (SPMD) 2,371$    803$       2.8x 2.8x 3.4x 3.4x 3.4x 3.4x 3.1x 3.6x
Term Loan (L+800) $2,750 31-Dec-15 B3/B- 86.75       1040

Select High Yield Cable Credits
ONO Finance (ONOFIN) 1,496$    723$       2.9x 2.9x 4.8x 4.8x 4.9x 5.6x 5.4x NA
10.50% Senior Notes € 180 15-May-14 Caa2/CCC 82.00       17.72 1,660 1520 21-Jul-10 103.50
8.0% Senior Notes € 270 15-May-14 Caa2/CCC 76.00       17.30 1,617 1479 15-May-11 101.00

Unitymedia (IESY)(8) 988$       465$       2.0x 2.0x 0.1x 4.4x 4.4x 5.8x 5.6x NA
8.125% Senior Secured Notes € 1,430 1-Dec-17 B1/BB- 101.27     7.99 617 565 1-Dec-12 108.13
9.625% Senior Notes € 665 1-Dec-19 B3/B- 102.76     9.31 697 661 1-Dec-14 104.81

Ziggo (ZIGGO)(9) 1,309$    715$       2.8x 2.8x 3.4x 3.4x 3.7x 5.4x 5.4x NA
9.50% Senior Notes € 1,209 15-May-18 B2/B 98.33       8.46 601 570 15-May-14 104.00

Eastern European Broadcasters

Central European Media Enterprises (CETV)(10) $805 $150 1.5x 1.2x 1.2x 9.8x 9.8x 9.8x 6.7x 16.0x
3.5% Convertible Notes $475 15-Mar-13 NA/B 78.00       13.40 1,228 1207 NA NA
Secured FRN (E+162.5) €150 15-May-14 B3/B 79.00       9.10 NA NA 21-Jul-10 100.00
11.625% Senior Notes €440 15-Sep-16 B2e/B 98.13       12.05 1,038 976 15-Sep-13 105.81

TVN SA (TVNSPZ) $2,236 $691 2.4x 2.4x 0.1x 4.2x 4.2x 4.2x 3.2x 11.2x
10.75% Senior Notes $405 15-Nov-17 B1/B+ 104.88     9.57 777 741 15-Nov-13 105.38
Floating Rate Notes PLN 500 14-Jun-13 NA/B+ NA NA NA NA 14-Jun-11 102.00
(1) Market prices are as of 21-Jun-2010
(2) Spreads on bank debt run to maturity as opposed to worst.
(3) Results are as of the last twelve months ended March 31, 2010 unless otherwise indicated. Results and credit metrics are updated quarterly and may not reflect intraperiod results.
(4) EBITDA adjusted for extraordinary and other one-time charges.
(5) TEV (total enterprise value) based on market value of publicly traded equity.
(6) LTM as of 31-Dec-2009.
(7) Yell FY ended 31-Mar.
(8) Reflects consolidated EBITDA.
(9) Attempts to reflect recent bond issuance 
(10) Uses midpoint of company guidance for 2010 EBITDA ($140-160 mm) and 2010 revenues ($790-820 mm).  LTM, as of 31-Mar revenues and EBITDA approximated $722 mm and $48 mm, respectively.

Source: Company filings, Bloomberg and BofA Merrill Lynch Global Research.
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Figure 28: Global Comparables 

Pages ENIRO EU NA Global
(Currencies in millions) SEAT (€) YELL (£)(2,3) Jaunes (€) (SEK)(5) TRUVO (€) DEXO ($) SPMD ($) YLO (CAD)(3) Average Average Average
Equity Ticker PG IM YELL LN PAJ FP ENRO SS NA DEXO US SPMD US YLO-U CN

31-Mar-10 31-Mar-10 31-Dec-09 31-Mar-10 31-Mar-10 31-Mar-10 31-Mar-10 31-Mar-10
2008 Revenue 1,210              2,123          1,164          6,581          302             2,202          2,512          1,640          
2009 Revenue 1,162              2,057          1,148          5,838          257             1,872          2,144          1,666          
2010E Revenue 1,196              2,123          1,164          6,406          302             2,069          2,371          1,652          
LTM Revenue
2008 EBITDA 528                 619             512             1,807          128             1,151          856             893             
2009 EBITDA 491                 575             503             1,308          95               1,050          618             879             
2010E EBITDA 526                 619             512             1,692          129             1,062          803             896             
LTM EBITDA

-11% -4% -2% -1% -17% -16% -16% -3% -7% -12% -9%
2009 Revenue growth -4% -3% -1% -11% -15% -15% -15% 2% -7% -9% -8%
2010E Revenue growth

-12% -16% -4% -12% -31% -15% -33% -4% -15% -17% -16%
2009 EBITDA growth -7% -7% -2% -28% -9% -28% -2% -11% -13% -12%
2010 3 Yr EBITDA CAGR

42% 31% 41% 34% 49% 40% 45% 54% 39% 46% 42%
2006 margin 45% 33% 43% 35% 50% 51% 48% 54% 41% 51% 45%
2007 margin 44% 33% 45% 31% 51% 52% 43% 55% 41% 50% 44%
2008 margin 44% 29% 44% 27% 42% 52% 34% 54% 37% 47% 41%
2009 margin 42% 28% 44% 22% 37% 56% 29% 53% 35% 46% 39%
2010E margin 44% 29% 44% 26% 43% 51% 34% 54% 37% 46% 41%
LTM margin

3,109              3,255          1,997          6,800          1,495          3,117          2,750          2,331          
Total Debt 320                 160             61               371             100             148             293             36               
Cash 2,789              3,095          1,935          6,429          1,395          2,969          2,457          2,295          
Net Debt 5.9x 5.3x 3.9x 4.0x 11.6x 2.9x 3.4x 2.6x
LTM Total Leverage 5.3x 5.0x 3.8x 3.8x 10.8x 2.8x 2.9x 2.6x
LTM Net Leverage

Current Valuation (EV/EBITDA) 5.7x 6.3x 8.9x 4.8x NA 3.7x 3.4x 7.2x 6.4x 4.7x 5.7x
EV / 2009 EBITDA 6.2x 6.8x 9.0x 6.6x NA 4.0x 4.7x 7.3x 7.1x 5.3x 6.4x
EV / 2010E EBITDA 5.8x 6.3x 8.9x 5.1x NA 4.0x 3.6x 7.2x 6.5x 4.9x 5.8x
EV / LTM EBITDA

Historical Valuation (EV/EBITDA) 11.6x 11.6x 13.2x 11.0x NA NA 9.1x 12.6x 11.8x 10.9x 11.5x
EV / 2006 EBITDA 8.4x 12.2x 11.4x 8.6x NA 9.2x 8.1x 11.7x 10.1x 9.7x 9.9x
EV / 2007 EBITDA 5.9x 6.7x 7.2x 5.5x NA 7.1x 7.1x 7.1x 6.3x 7.1x 6.7x
EV / 2008 EBITDA 6.0x 5.3x 8.1x 7.0x NA 3.7x 3.4x 6.5x 6.6x 4.5x 5.7x
EV / 2009 EBITDA
2009 Online as % of Total Revenues 23% 20% 43% 40% 35% NA 10% 15% 32% 13% 27%
(1) Market prices are as of 21-Jun-2010
(2) Yell FY ended 31-March.
(3) 2010 Estimates for Yell and Yellow Pages Income Fund reflect BofA Merrill Lynch Global Research. All other estimates are from Bloomberg.
(4) Does not reflect CanPages acquisition completed in early 2010.
(5) Excludes pension liabilities of SEK 194.

Source: Company filings, Bloomberg and BofA Merrill Lynch Global Research.  
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Table 2: Seat Financial Projections 
(in EUR m) 2007 2008 2009 2010e 2011e 2012e 
        
Sales 1,454 1,361 1,210 1,144 1,119 1,139 
Change % 0% -6% -11% -5% -2% 2% 
EBITDA 650 604 528 481 469 455 
Margins % 45% 44% 44% 42% 42% 40% 
- Cash interest -222 -241 -187 -208 -210 -207 
- Cash taxes -27 -43 -109 -85 -100 -97 
+/- Chg in WC -29 18 -18 -9 -3 -1 
- CapEx -66 -50 -52 -47 -47 -47 
   as % sales -5% -4% -4% -4% -4% -4% 
FCF 306 286 162 132 110 103 
+/- M&A -119 3 -3 0 0 0 
- shldr returns -54 -4 190 0 0 0 
+/- Debt -249 -155 -333 15 -70 -304 
+/- other 11 -31 -29 -29 0 0 
Net cashflows -105 100 -13 118 40 -201 
Cash 205 305 292 410 450 249 
        
SEAT PagineGialle SpA       
Cash and equivalents 205 305 292 410 450 249 
+ ABS 2014 256 256 256 256 256 256 
+ other 52 57 87 129 129 129 
+ RCF due June 2012 0 0 0 0 0 0 
+ TL A due June 2012 1,416 1,252 952 374 304 0 
+ TL B due June 2013 465 465 465 465 465 465 
        
+ EUR 10.50% 2017 0 0 0 550 550 550 
Net secured debt  1,984 1,725 1,467 1,364 1,254 1,150 
        
Gross secured leverage 3.4x 3.4x 3.3x 3.7x 3.6x 3.1x 
Net secured leverage 3.1x 2.9x 2.8x 2.8x 2.7x 2.5x 
Senior maintenance n/a n/a n/a 3.5x 3.2x 2.9x 
        
Lighthouse International Company S.A.       
Gross debt 3,489 3,330 3,059 3,074 3,004 2,700 
+ ABS 2014 256 256 256 256 256 256 
+ other 52 57 87 129 129 129 
+ EUR 8.000% 2014 1,300 1,300 1,300 1,300 1,300 1,300 
Total net debt 3,284 3,025 2,767 2,664 2,554 2,450 
        
Total gross leverage 5.4x 5.5x 5.8x 6.4x 6.4x 5.9x 
Total net leverage 5.1x 5.0x 5.2x 5.5x 5.4x 5.4x 
Total maintenance n/a n/a n/a 6.7x 6.4x 6.0x 
Source: Company filings and BofA Merrill Lynch Global Research. 

 

 

Figure 29: EBITDA Trends 
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Figure 30: Sales Trends 
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Covenant Summary / Credit Agreement Terms 
 

Figure 31: Key HY Covenants 
€10.5% Snr Sec Bonds  due 2017 € 8.0% Snr Bonds due 2014 

Issuer Issuer
SEAT Pagine Gialle S.p.A. Lighthouse International Company S.A.
Issued at 97.57 (11.0%) Issued at 100 (8.0%)

Guarantors Guarantors
Senior guarantees from: Senior sub guarantees from:
- Top-Silver Holdcos - Top-Silver Holdcos
- Sub-Silver Holdcos - Sub-Silver Holdcos
- Thomson Subsidiaries - Thomson Subsidiaries

- SEAT Pagine Gialle
*Pari passu security with loan facility
* Loan facility has priority on tangible assets > or = $25 mm

Security Security
1st Priority: 2nd priority:
- Share Capital of Sub-Silver Holdcos - Share Capital of Sub-Silver Holdcos
- Share capital of Issuer held by Sub-Silver Holdcos - Share capital of Issuer held by Sub-Silver Holdcos
- Material trademarks
- Share capital of Telegate AG
- Share capital of Thomson Subsidiaries
- All assets of Thomson Subsidiaries

Call Schedule Call Schedule
Date Price Date Price

1/31/13 110.500 4/30/09 104.000
1/31/14 105.250 4/30/10 102.667
1/31/15 102.625 4/30/11 101.333
1/31/16 100.000 4/30/12 100.000

Equity Claw Equity Claw
35% prior to 2013 at 110.5 35% prior to 2007 at 108

Incurrence Incurrence
6.0x Consolidated Leverage Ratio 6.5x prior to April '06;  6.0x thereafter (now)

3.5x Primary Debt Leverage for acquisition related debt On Consolidated Leverage Ratio (gross)

Primary Debt Leverage: 'Direct Indebtedness'
Direct Indebtedness: any debt excluding: 

hedging, normal business and general basket

Carve Outs Carve Outs
- €150 mm RCF - €150 mm RCF
- €1 bn Credit Facilities (less paydown) - €2.75 bn for credit facilities
- €55 mm capital lease obligations - €55mm capital lease obligations
- €200 mm general basket - €200 mm general basket

Restricted Payments Restricted Payments
Ability to incur additional dollar of debt Ability to incur additional dollar of debt

Basket begins building from April 1, 2010 at: Basket begins building from July 1, 2004 at:
50% Consolidated NI 50% Consolidated NI
+ Equity issuance + Equity issuance
+ Sale of Investments + Sale of Investments
+ Designation of restricted subsidiary at FMV + Designation of restricted subsidiary at FMV

Notable carveouts: Notable carveouts:
- €20 mm dividends - Dividends:
- €3 mm management fees If Consolidated > 4x:
- €50 mm Other basket 50% of NI, or 3% of public equity market cap.

If Consolidated< 4x:
€100 mm Permitted Investments 50% of NI, or 6% of public equity market cap.

- €50 mm Other basket

€100 mm Permitted Investments

Asset Sales Asset Sales
75% consideration required to be in cash 75% consideration required to be in cash
100% Net Available Cash first used to repay snr debt 100% Net Available Cash first used to repay snr debt
12 month reinvestment period 12 month reinvestment period

Change of Control Change of Control
101 101

- If VC fall below 30% ownership or - If VC fall below 30% ownership or 
- Another interest controls over 30% - Another interest controls over 30%

Put Feature
Puttable at par if before March 14, 2014 Lighthouse notes not: 
- Repaid/repurchased
- Discharge/defease
- Amend to extend maturity no earlier than July 31, 2017  

Source: Company filings and BofA Merrill Lynch Global Research. 
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Figure 32: Key Credit Facility Terms 
Borrower Maintenance Covenants

SEAT Pagine Gialle S.p.A. Total Net Leverage Ratio
€90 mm (additional €30 mm commitment until March 2011) Mar-31 Jun-30 Sep-30 Dec-31

2010 6.30x 6.55x 6.65x 6.65x
Guarantors 2011 6.50x 6.40x 6.35x 6.35x

Senior guarantees from: 2012 6.15x 6.10x 6.00x 6.00x
- Top-Silver Holdcos 2013 5.80x
- Sub-Silver Holdcos
- Thomson Subsidiaries

Senior Net Leverage Ratio
Security Mar-31 Jun-30 Sep-30 Dec-31

Secured by: 2010 3.33x 3.48x 3.48x 3.48x
- Share Capital of Sub-Silver Holdcos 2011 3.35x 3.25x 3.23x 3.23x
- Share capital of Issuer held by Sub-Silver Holdcos 2012 3.05x 3.05x 2.93x 2.93x
- Material trademarks 2013 2.75x
- Share capital of Telegate AG
- Share capital of Thomson Subsidiaries
- All assets of Thomson Subsidiaries Total Net Interest Coverage
- Tangible assets with net book value =/> €25 mm Mar-31 Jun-30 Sep-30 Dec-31

2010 2.10x 1.93x 1.75x 1.68x
Maximum Capital Expenditures 2011 1.68x 1.68x 1.68x 1.68x
FY Ending Amt. 2012 1.68x 1.68x 1.75x 1.75x

2010 53.9 2013 1.75x
2011 49.5
2012 49.5 1.0x Cash flow to net debt service

Prepayments Pricing
- Mandatory prepayment upon change of control Base Rate Spread (bps)
- Cash flow sweep if leverage > 4.25x Term Loan A Euribor 319

50% of (ECF less €30 mm) Term Loan B Euribor 376
less any voluntary prepayments Revolver & Other Euribor 319

ABS CP rate 250
 

Source: Company filings and BofA Merrill Lynch Global Research. 
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Important Disclosures  
  
  
BofAML Credit Opinion Key 
   
Recommendation Investor Action Points (Cash and/or CDS) Primary Investment Return Driver 
Overweight-100% Up to 100% Overweight of investor's guidelines Compelling spread tightening potential 
Overweight-70% Up to 70% Overweight of investor's guidelines Carry, plus some spread tightening expected 
Overweight-30% Up to 30% Overweight of investor's guidelines Good carry, but little spread tightening expected 
   Underweight-30% Down to 30% Underweight of investor's guidelines Unattractive carry, but spreads unlikely to widen 
Underweight-70% Down to 70% Underweight of investor's guidelines Expected spread underperformance 
Underweight-100% Down to 100% Underweight of investor's guidelines Material spread widening expected  
Time horizon – our recommendations have a 3 month trade horizon.       
 

In the US, retail sales and/or distribution of this report may be made only in states where these securities are exempt from registration or have been qualified for 
sale: Lighthouse, Seat Pagine. 

The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors, the overall profitability of Bank of 
America Corporation, including profits derived from investment banking revenues. 

BofAML fixed income analysts regularly interact with sales and trading desk personnel in connection with their research, including to ascertain pricing and 
liquidity in the fixed income markets.   
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Other Important Disclosures 
MLPF&S or one of its affiliates has a significant financial interest in the fixed income instruments of the issuer. If this report was issued on or after the 10th day of 

a month, it reflects a significant financial interest on the last day of the previous month. Reports issued before the 10th day of a month reflect a significant financial 
interest at the end of the second month preceding the date of the report: Lighthouse, Seat Pagine. 
 

Rule 144A securities may be offered or sold only to persons in the U.S. who are Qualified Institutional Buyers within the meaning of Rule 144A under the 
Securities Act of 1933, as amended. 

SECURITIES DISCUSSED HEREIN MAY BE RATED BELOW INVESTMENT GRADE AND SHOULD THEREFORE ONLY BE CONSIDERED FOR 
INCLUSION IN ACCOUNTS QUALIFIED FOR SPECULATIVE INVESTMENT. 

BofA Merrill Lynch (BofAML) Research refers to the combined Global Research operations of Merrill Lynch and BAS. 
Recipients who are not institutional investors or market professionals should seek the advice of their independent financial advisor before considering 

information in this report in connection with any investment decision, or for a necessary explanation of its contents. 
The securities discussed in this report may be traded over-the-counter. Retail sales and/or distribution of this report may be made only in states where these 

securities are exempt from registration or have been qualified for sale. 
Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related 

investments. 
This report, and the securities discussed herein, may not be eligible for distribution or sale in all countries or to certain categories of investors. 
Information relating to Affiliates of BAS and Distribution of Affiliate Research Reports: 
“BofA” refers to Banc of America Securities LLC (“BAS”), Banc of America Securities Limited (“BASL”),Merrill Lynch (defined below) and their 

respective affiliates. “Merrill Lynch” includes Merrill Lynch, Pierce, Fenner & Smith Incorporated (“MLPF&S”) and its affiliates, including BofA. Investors 
should contact their BofA or Merrill Lynch representative if they have questions concerning this report. 

MLPF&S, BAS, and BASL distribute, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name): Merrill 
Lynch (France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd, Frankfurt Branch; Merrill Lynch (South 
Africa): Merrill Lynch South Africa (Pty) Ltd; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLPF&S (UK): Merrill Lynch, Pierce, Fenner & Smith 
Limited; Merrill Lynch (Australia): Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): 
Merrill Lynch (Singapore) Pte Ltd; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill 
Lynch (Argentina): Merrill Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co, Ltd; Merrill Lynch (Seoul): Merrill Lynch International 
Incorporated (Seoul Branch); Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch 
(Indonesia): PT Merrill Lynch Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch 
(Turkey): Merrill Lynch Yatirim Bankasi A.S.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S (Zürich rep. office): MLPF&S Incorporated 
Zürich representative office; Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, S.A.S.V.; Merrill Lynch (Brazil): Banco Merrill Lynch de Investimentos S.A. 

This note has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited and BASL, which are authorized and 
regulated by the Financial Services Authority; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd and Banc of America 
Securities – Japan, Inc., registered securities dealers under the Financial Instruments and Exchange Law in Japan; is distributed in Hong Kong by Merrill Lynch (Asia 
Pacific) Limited and Banc of America Securities Asia Limited, which are regulated by the Hong Kong SFC and the Hong Kong Monetary Authority; is issued and 
distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued and distributed in 
Singapore by Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd (Company Registration No.’s F 06872E and 198602883D 
respectively) and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd 
and Bank of America Singapore Limited (Merchant Bank) are regulated by the Monetary Authority of Singapore. Merrill Lynch Equities (Australia) Limited (ABN 65 
006 276 795), AFS License 235132 provides this note in Australia in accordance with section 911B of the Corporations Act 2001 and neither it nor any of its affiliates 
involved in preparing this note is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation 
Authority. No approval is required for publication or distribution of this note in Brazil. 

This research report has been prepared and issued by BAS and/or one or more of its non-US affiliates. BAS distributes this research report to its clients and 
accepts responsibility for the distribution of this report in the US to BAS clients. 

Transactions by US persons that are BAS clients in any security discussed herein must be carried out through BAS. 
MLPF&S distributes this research report in the US to Merrill Lynch clients and accepts full responsibility for research reports of its non-US affiliates distributed to 

MLPF&S clients in the US. Any US person (other than BAS and its respective clients) receiving this research report and wishing to effect any transaction in any 
security discussed in the report should do so through MLPF&S and not such foreign affiliates. 

General Investment Related Disclosures: 
This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, 

to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for 
differences). This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation 
and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and 
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. 
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the 
prospectus or other offering document issued in connection with such offering, and not on this report. 

Securities and other financial instruments discussed in this report, or recommended, offered or sold by BofA, are not insured by the Federal Deposit Insurance 
Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, derivatives, 
in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is 
suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the value or risks 
related to the security or financial instrument may be difficult to obtain. Investors should note that income from such securities, and other financial instruments, if any, 
may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire principal investment. Past 
performance is not necessarily a guide to future performance. Levels and basis for taxation may change. 

BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other 
financial instruments and that such action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek 
advice regarding the applicability of such regulations prior to executing any short idea contained in this report. 

This report may contain a trading idea or recommendation which highlights a specific identified near-term catalyst or event impacting a security, issuer, industry 
sector or the market generally that presents a transaction opportunity, but does not have any impact on the analyst’s particular “Overweight” or “Underweight” rating 
(which is based on a three month trade horizon). Trading ideas and recommendations may differ directionally from the analyst’s rating on a security or issuer 
because they reflect the impact of a near-term catalyst or event. 
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Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in 
such securities and instruments effectively assume currency risk. 

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated 
by BofA entities located outside of the United Kingdom. These disclosures should be read in conjunction with the BASL general policy statement on the handling of 
research conflicts, which is available upon request. 

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related 
investments. 

BofA is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. BofA may, at any time, hold a trading 
position (long or short) in the securities and financial instruments discussed in this report. 
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