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"We expect to continue to grow in 2022 and to benefit from the market changes
in the media sector. With the additional liquidity from the recent bond issue, we
are also excellently equipped with capital to benefit from the current market in the
M&A area."
Media and Games Invest SE (MG) is an advertising software platform (ad tech platform) with extensive first-party data from its own games content. The regional focus
of the Group's business activities is North America and Europe. The company combines organic growth with value-enhancing synergistic acquisitions, which has resulted in an average growth rate of 77.0% (CAGR between 2018-2021).
Late last week, the technology company announced the successful placement of a
new €175 million senior secured bond at 98.0% of par with a floating rate coupon of
EURIBOR+6.25% and, in parallel, the repurchase of a €115 million senior secured
bond.
Against this background, we took the opportunity to interview Paul Echt, CFO of the
MGI Group, about the latest capital raising, the business model and the prospects
of the company.
GBC AG: Mr. Echt, MGI was able to place a new bond despite the current tense
market environment - especially for growth and tech companies like you. What were
the reasons for this step?
Paul Echt: We have no specific capital needs as we have both strong free cash flow and
sufficient cash of well over EUR 100 million. Nevertheless, the motivation was to raise
additional funds now in order to be able to realize more M&A opportunities in the coming
quarters, especially as purchase prices have fallen sharply due to the market environment
and - should there be an economic downturn - are expected to fall further. In this sense,
we are acting with foresight and from a strong position.
For our M&A strategy, this means that we are now positioned for the coming months in
such a way that we can easily make smaller to medium-sized upfront payments with the
cash we have on hand. Vendor loans and earn-outs (where a portion of the purchase price
is paid at a later date based on performance) only become payable in cash or shares
further down the line. This means that we can use existing cash to make acquisitions,
utilizing modest level of cash at the time, whilst reducing near term liquidity risk and
spreading the risk of equity dilution to shareholders.
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We also think that with a strong cash position, it is always easier to discuss potential highvalue M&A deals, as sellers want to know, at least in theory, whether the buyers will be
able to pay the purchase price, even if part of it is deferred, which is becoming more relevant for sellers especially in the current market environment.
This strategy as well as our M&A track record is generating strong investor interest, which
is why the placement was so successful, and why we decided to increase the volume from
the originally planned EUR 125 million to EUR 175 million.
GBC AG: Mr. Echt, what is your overall conclusion for this transaction, especially
in light of the fact that the interest coupon is 0.5% above that of the existing bond?
Paul Echt: The fact that the interest coupon is higher than on our existing bond, which we
initially placed at 98% below par with a coupon of 5.75%, reflects the changed market
environment and the new reality in which we find ourselves, in which money costs more.
We have to to adapt to this mentally and strategically, because inflation and rising interest
rates will not disappear that quickly. Against this background, we rate the placement in the
current market environment at a coupon of 6.25% p.a. at 98% below par, i.e. 0.5% p.a.
higher than in the original bond, as a strong outcome.
Note that we used around EUR 115 million of the EUR 175 million to refinance parts of
our existing bond, with many investors rolling over from our 'old' bond to the new bond,
with a longer maturity, thus achieving further diversification of the maturities of our bonds,
reducing the refinancing risk. We thus reduced the amount that has to be refinanced at
the end of 2024 from EUR 350 million to EUR 235 million. We have also done this against
the background of it being impossible to predict how financial markets will develop and
how long a possible crisis will last. The EUR 235 million can now be covered by our own
cash flow and cash resources and reduces the overall risk profile of the company, which
is positive for all our investors.
GBC AG: MGI has developed from a pure games company to an advertising software company with its own games. Could you explain again what exactly the business model looks like now and where the investment focus will be in the coming
years?
Paul Echt: Over the past few years, MGI has developed into a fast-growing advertising
software platform that helps its customers acquire new users and monetize their advertising space. With our currently more than 450 software clients, 93% of our revenues is predominantly concentrated on the so-called "supply side". This primarily includes mobile
game companies such as King or Zynga, which use our software to monetize their advertising space in the games. In addition, with our extensive games portfolio, which also includes the recent acquisition of mobile games developer "AxesInMotion", we have a very
large number of our own advertising spaces as well as high-quality user data. This makes
us very interesting for advertisers. Against this background, we now want to invest more
in the so-called "demand side", which currently accounts for only 7% of Group revenues.
This means that we want to build more direct relationships with advertisers and agencies
who place ads via our own campaign management tool (a demand side platform). This in
turn would mean that we would rely less on third party demand side platforms such as
Trade Desk that bid on our supply from our own ad spaces and other companies such as
as Zynga or King, so that we can again significantly increase our margin as we represent
an even larger part of the value chain. To achieve this, we hired significantly more sales
staff in the first quarter, particularly in the USA. The aim is to establish even more direct
customer relationships with major advertisers in the USA. At the same time, we also want
to invest more in demand-side platforms in order to buy direct customer contracts with
major advertisers via M&A, where we can then realize very strong synergies with our existing supply side. Of course, the recent bond issue will also help us finance this strategy.
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GBC AG: In view of the uncertainties regarding an ongoing Corona pandemic, the
expansion of the Ukraine war and a further intensification of inflation, there is a risk
of a significant cooling of the global economy or even recessionary developments.
How stable or robust do you consider your industry and your business model to be
in the event of a recession?
Paul Echt: If you look at all the indicators, from our point of view there is a chance of a
recession. If that's the case, it's likely that advertisers' media budgets will also be affected,
because companies can make relatively quick and flexible cuts in this area. This was seen,
for example, in the second quarter of 2020, when Covid significantly impacted the advertising budgets of some companies from particularly hard-hit industries.
While a recession could have a negative impact on advertising budgets, one could expect
the games industry to again show itself to be very resilient and benefit from it. This could
be seen not only during Corona, but also in other financial crises such as 2008. The reason
for this is simple; when people have more leisure time and, at the same time, less money
at their disposal, they look for comparatively cheap leisure activities and most games are
usually much cheaper than an evening in a restaurant, at the theater or at a concert.
Since, in addition to our revenues from our own games, approximately 70% of our advertising software revenues are derived from digital games and entertainment customers, we
have, in our view, a relatively resilient business model compared to other companies in
the advertising sector that are less focused on games and entertainment and do not have
their own games business. In addition, we expect the trend of spending of advertising
budgets on programmatic advertising - at the expense of more traditional forms of advertising - to accelerate further.
However, it is not yet possible to realistically assess what effect a prolonged recession will
have on our media business. It is possible that this business will grow somewhat less
strongly, but we will aim to compensate for this with investments, especially in the area of
data.
GBC AG: Recently, the MGI Group has again recorded a strong opening quarter in
the current fiscal year 2022. What can investors expect from your company in the
current fiscal year? What guidance have you given yourself?
Paul Echt: We expect to continue to grow in 2022 and to benefit from the market changes
in the media sector - deprecating identifiers and cookies. Even in light of a possible recession, we have not revised our growth targets downward in our quarterly report but remain
positive about the rest of the year for the reasons already mentioned. We want to increase
revenue by between 17 and 25% to between 295 and 315 million euros and raise EBITDA
by between 17 and 31% to between 83 and 93 million euros. We were able to top the
revenue target in Q1 2022. Revenue growth was 27% and adjusted EBITDA improved by
30%, driven by organic growth. We also acquired the highly profitable AxesInMotion in
April. Further M&A transactions are not included in our outlook for the full year.
GBC: Thank you very much for the interview.
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A PPENDIX
I.
Research under MiFID II
There is a contract between the research company GBC AG and the Issuer regarding the independent preparation and publication of this
research report on the Issuer. GBC AG is remunerated for this by the Issuer.
2. the research report shall be made available simultaneously to all investment service providers interested in it.
II.
§1 Disclaimer/ Exclusion of liability
This document is for information purposes only. All data and information contained in this study has been obtained from sources that GBC
believes to be reliable. Furthermore, the authors have taken the greatest possible care to ensure that the facts used and opinions presented are appropriate and accurate. Despite this, no guarantee or liability can be assumed for their accuracy - either expressly or implicitly. Furthermore, all information may be incomplete or summarised. Neither GBC nor the individual authors accept any liability for damages arising from the use of this document or its contents or otherwise in connection therewith.
Please note that this document does not constitute an invitation to subscribe for or purchase any security and should not be construed as
such. Nor should it or any part of it form the basis of, or be relied upon in connection with, any binding contract of any kind whatsoever. A
decision in connection with any prospective offer for sale of securities of the company or companies discussed in this publication should
be made solely on the basis of information contained in any prospectus or offering circular issued in connection with such offer.
GBC gives no guarantee that the implied returns or the stated price targets will be achieved. Changes in the relevant assumptions on
which this document is based may have a material impact on the targeted returns. Income from investments is subject to fluctuation.
Investment decisions always require the advice of an investment adviser. Thus, this document cannot assume an advisory function.
Distribution outside the Federal Republic of Germany:
This publication, if distributed in the UK, may only be made available to persons who qualify as authorised or exempt within the meaning
of the Financial Services Act 1986 or persons as defined in section 9(3) of the Financial Services Act 1986 (Investment Advertisement)
(Exemptions) Order 1988 (as amended) and may not be communicated, directly or indirectly, to any other person or class of persons.
Neither this document nor any copy thereof may be brought into, transferred to or distributed in the United States of America or its territories
or possessions. Distribution of this document in Canada, Japan or other jurisdictions may be restricted by law and persons into whose
possession this publication comes should inform themselves about and observe any restrictions. Any failure to comply with such restriction
may constitute a violation of US, Canadian or Japanese securities laws or the laws of any other jurisdiction.
By accepting this document, you accept any disclaimer and the above limitations.
You can also find the notes on the disclaimer/liability exclusion under:
http://www.gbc-ag.de/de/Disclaimer
Legal Notices and Publications Pursuant to Section 85 WpHG and FinAnV
You can also find the information on the Internet at the following address:
http://www.gbc-ag.de/de/Offenlegung
§ 2 (I) Update:
A specific update of the present analysis(s) at a fixed point in time has not yet been scheduled. GBC AG reserves the right to update the
analysis without prior notice.
§ 2 (II) Recommendation/ Classifications/ Rating:
GBC AG has been using a 3-stage absolute share rating system since 1 July 2006. Since 1 July 2007, the ratings refer to a time horizon
of at least 6 to a maximum of 18 months. Previously, the ratings referred to a time horizon of up to 12 months. When the analysis is
published, the investment recommendations are determined according to the ratings described below with reference to the expected
return. Temporary price deviations outside these ranges do not automatically lead to a change in the rating, but do give rise to a revision
of the original recommendation.
The respective recommendations/ classifications/ ratings are associated with the following expectations:

BUY

The expected return, based on the determined price target, incl. dividend payment
within the corresponding time horizon is >= + 10 %.
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HOLD

The expected return, based on the determined price target, incl. dividend payment
within the corresponding time horizon is > - 10 % and < + 10 %.

SELL

The expected return, based on the determined price target, incl. dividend payment
within the corresponding time horizon is <= - 10 %.

Price targets of GBC AG are determined on the basis of the fair value per share, which is determined on the basis of generally recognised
and widely used methods of fundamental analysis, such as the DCF method, the peer group comparison and/or the sum-of-the-parts
method. This is done by taking into account fundamental factors such as share splits, capital reductions, capital increases, M&A activities,
share repurchases, etc.
§ 2 (III) Historical recommendations:
GBC's historical recommendations on the present analysis(s) are available on the internet at the following address:
http://www.gbc-ag.de/de/Offenlegung
§ 2 (IV) Information basis:
For the preparation of the present analysis(s), publicly available information on the issuer(s) (where available, the three most recently
published annual and quarterly reports, ad hoc announcements, press releases, securities prospectus, company presentations, etc.) was
used, which GBC considers to be reliable. Furthermore, in order to prepare the present analysis(s), discussions were held with the management of the company(ies) concerned in order to obtain a more detailed explanation of the facts relating to the business development.
§ 2 (V) 1. Conflicts of interest pursuant to § 85 WpHG and Art. 20 MAR:
GBC AG and the responsible analyst hereby declare that the following possible conflicts of interest exist for the company/ies named in
the analysis at the time of publication and thus comply with the obligations of § 85 WpHG and Art. 20 MAR. An exact explanation of the
possible conflicts of interest is listed below in the catalogue of possible conflicts of interest under § 2 (V) 2.
The following potential conflict of interest exists with respect to the securities or financial instruments discussed in the analysis:
(5a,7,11)
§ 2 (V) 2. Catalogue of possible conflicts of interest:
(1) At the time of publication, GBC AG or a legal entity associated with it holds shares or other
financial instruments in that analysed company or analysed financial instrument or financial product.
(2) This company holds more than 3% of the shares in GBC AG or a legal entity affiliated with it.
(3) GBC AG or a related legal entity is a market maker or designated sponsor in the financial instruments
of this company.
(4) GBC AG or a legal entity affiliated with it was, in the previous 12 months, involved in the public issue of
of financial instruments of this company.
(5) a) GBC AG or a related legal person has, in the preceding 12 months, entered into an agreement on the
Preparation of research reports against payment with this company or issuer of the analysed financial instrument
have been made. Under this agreement, the draft financial analysis (without valuation section) was made available to the issuer prior to
publication.
(5) b) There has been a change in the draft financial analysis based on legitimate advice from the company or issuer.
(6) a) GBC AG or a related legal person has, in the preceding 12 months, entered into an agreement on the
The Board of Directors has entered into an agreement with a third party regarding the preparation of research reports on this company or
financial instrument in return for payment. In the
Under this agreement, the third party and/or company and/or issuer of the financial instrument has been granted the
Draft of the analysis (without evaluation part) made available before publication.
(6) b) There has been an amendment to the draft financial analysis based on legitimate advice from the third party and/or issuer.
(7) The responsible analyst, the chief analyst, the deputy chief analyst and or another person involved in the preparation of the study
person holds shares or other financial instruments in this company at the time of publication.
(8) The responsible analyst of this company is a member of the management board or the supervisory board there.
(9) The analyst responsible has held shares in the company analysed by him prior to the date of publication before the
public issue was received or acquired.
(10) GBC AG or a related legal entity has, in the preceding 12 months, entered into an agreement on the
The contract was concluded with the analysed company for the provision of advisory services.
(11) GBC AG or a legal entity associated with it has significant financial interests in the analysed company,
such as obtaining and/or exercising mandates at the analysed company or obtaining and/or providing
of services for the analysed company (e.g. presentation at conferences, roundtables, roadshows etc.)
(12) At the time of the financial analysis, the analysed company is in one of the financial

5

Management Interview - Media and Games Invest SE

legal entity, managed or advised financial instrument or financial product (such as certificate, fund, etc.)
§ 2 (V) 3. Compliance:
GBC has taken internal regulatory precautions to prevent possible conflicts of interest and to disclose them if they exist. The current
Compliance Officer, Kristina Bauer, email: heinzelbecker@gbc-ag.de, is responsible for compliance with the regulations.
§ 2 (VI) Responsible for the preparation:
The company responsible for the preparation of the present analysis(s) is GBC AG with its registered office in Augsburg, which is registered as a research institute with the competent supervisory authority (Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin), MarieCurie-Str. 24-28, 60439 Frankfurt).
GBC AG is currently represented by its board members Manuel Hölzle (Chairman) and Jörg Grunwald.
The analysts responsible for this analysis are:
Marcel Goldmann, M.Sc., Financial Analyst
§ 3 Copyrights
This document is protected by copyright. It is provided for your information only and may not be reproduced or distributed to any other
person. Any use of this document outside the limits of copyright law generally requires the consent of the GBC or the relevant company,
provided that there has been a transfer of rights of use and publication.
GBC AG
Halderstrasse 27
D 86150 Augsburg
Tel.: 0821/24 11 33-0
Fax: 0821/24 11 33-30
Internet: http://www.gbc-ag.de
E-mail: compliance@gbc-ag.de
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