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Company Profile

Industry: Entertainment, Media wn €|:5|)
Focus: gaming and media group . :::
Employees: 500 Stand: 30.6.2019 :: o
Founded: (2000 gamigo) o0 ::
Headquarter: Malta : wm
CEO: Remco Westermann Ry ——— :::

The Media and Games Invest plc (formerly Blockescene plc) is a profitable investment holding with focus on
game publishing and media sectors. Since May 2018 the group has changed its business purpose, deconsol-
idating the real estate business and acquiring the controlling stake in the game publishing platform gamigo
AG. Currently the strategy is based on four pillars: “buy, integrate, build and improve” and is carried on with
organic and non-organic growth. The business is divided into two segments: 1) game publishing, which in-
cludes a broad portfolio of online, mobile and console games and 2) digital media, related to online advertis-
ing and social marketing services for in-house games and third-party clients. The lion’s share of consolidated
revenue comes from gamigo free-to-play games where users can buy goods (virtual items) for a more inten-
sive gaming experience or successful competition. On a daily basis the group registers traffic of more than
600k users while most of the revenues (over 50%) in the core games are generated by users that have been
on the platform for more than 5 years. Hence, gamigo video games usually have a long life and high customer
retention. Since H1/2019 the digital media business has been strengthened with the acquisitions of the online
advertisers ReachHero, Applift and PubNative. The shares of MGl are listed in Frankfurt (XETRA) while two
bonds with a total volume of EUR 55m outstanding are traded on the NASDAQ Stockholm and Frankfurt
Stock Exchange.

P&L in EUR m, financial year-end 31.12.2018 31.12.2019%e 31.12.2020e 31.12.2021e
Revenue 32.62 74.46 90.96 105.89
EBITDA 8.65 14.19 20.48 22.94
EBIT 2.33 1.19 5.98 8.44
Net income (loss) 4.32 -1.90 1.02 2.10
Key figures in EUR

Earnings per share 0.06 -0.03 0.02 0.03
Dividend per share 0 0 0 0
Key figures

EV/Revenues 3.69 1.62 1.32 1.14
EV/EBITDA 13,93 8.49 5.88 5.25
EV/EBIT 51.74 101.05 20.15 14.27
P/E 18.76 -42.77 79.66 38.62
P/B 0.51

Financial calendar
29.02.2020: Year End Report - gamigo

** Last research by GBC :
Date: publication

** oben aufgefiihrte Researchstudien kénnen unter
www.gbc-ag.de eingesehen, bzw. bei der GBC AG,
Halderstr. 27, D86150 Augsburg angefordert werden
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EXECUTIVE SUMMARY

. Media and Games Invest plc (formerly Blockescence plc) was created in May 2018
as a result of a business focus change from real estate to the current game and
media segment. As a result of the new orientation, the group acquired a controlling
stake in the gaming publishing platform gamigo AG. At the same time, the media
sector was gradually strengthened, with a focus on social media and digital influ-
encers companies.

. Under the brand gamigo AG, there are grouped several titles (e.g. Fiesta, Desert
Operations or Trove) which have recorded a long lifetime among users and a high
conversion rate from users to paying customers. The latter is a significant metric in
free-to-play games where revenues are generated from the sales of in-game virtual
items and micro-transactions. In order to expand the business in the high-value
U.S. market, gamigo acquired first the assets of Trion Worlds Inc. in October 2018
(i.e. the titles Trove, Rift, Defiance and ArcheAge) and then the casual games pub-
lisher WildTangent Inc. As usual for a technology company, the acquisitions led to
a sharp increase in intangible assets, which turned to € 38.84m (previous year:
€ 18.13m) at the end of 2018.

. Integrations and synergistic effects led to a higher level of profitability for gamigo
AG in the first six months of 2019. A key metric in our financial analysis was the
EBITDA margin, which was up to 29.3% in H1/2019 (from the previous 24.3%). In
order to finance the growth, bonds with an outstanding volume of around EUR 55m
have been issued: a) EUR 50m on gamigo level with a coupon of 7.75% and above
the 3-month EURIBOR; b) a EUR 5m bond on MGI level with a coupon of 7.00%.
However alone with its operating cash flows (around € 10.5m in 2018) gamigo was
able to face acquisitions costs for the mentioned US assets.

. The group MGI plc also carried out important acquisitions in digital media. The
acquisitions strengthened the offer in business intelligence such as data and per-
formance analysis and in social media marketing services such as influencers or
YouTube campaigns. Therefore, synergies are expected in customer acquisitions,
user performance analyses or offering video games advertising space (e.g. in-
game advertising) aimed at a wider panel of potential clients.

. The market for in-game virtual items has improved substantially in the last few
years. According to the agency “game”, the in-game purchase sector improved by
28% from 2017 to 2018 in Germany. Video games are used almost equally among
the different age cohorts in the country, with those 50 years old having the largest
share. In free-to-play games, however, sales lie in making virtual items important to
get new contents or having more of a chance to win the game, pushing purchase of
goods and thus increasing the payment made per player.

. In Q2 2019 gamigo recorded an increase in monthly active users of 149% (1.3m vs.
0.5m) accompanied by an increase of +1.1% in average monthly spending per
player to € 46.1. Basis for our organic growth assumptions are the game updates,
the launch of new games along with the social media advertising services. We have
forecasted revenues of EUR 74.46m in 2019 and EUR 90,96m in 2020. Under our
DCF valuation model, we have calculated a stock price target of EUR 1.90, and the
rating is BUY.
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MEDIA AND GAMES INVEST PLC

Capital Structure

. - 38.35%
Shareholders in % June 30™ 2019
Bodhivas GmbH 61.65% 61.65%
Free Float 38.35%

Sources: Media and Games Invest plc, GBC AG

Company structure 30 June 2019 (short representation)

Media and Games Invest plc

(formerly Blockescence pic)

100% 100% 100% 100% 67.4%

Media and Games blockescence DLT

Services AG solutions GmbH Samarion SE Applift GmbH ReachHero GmbH

38.8%

13.8%

AG

Sources: Media and Games Invest plc, GBC AG

Media and Games Invest plc (MGl), formerly Blockescene plc, is a strategic holding
company in the gaming and media sector, which is generating sustainable profitability
through organic and non-organic growth. Until 9 May 2018, the group’s business has
been the development and trading of real estate. After this date all real estate assets
have been disinvested and simultaneously the group has invested in Samario SE, which
includes the gamigo Group AG (currently 53% stake and 67% of voting). gamigo is an
international game publishing platform which produces revenues from online, console
and mobile games and business-to-business digital media services.

In May 2018, M&A transactions were performed according to the logic that gaming and
digital advertising share similar conditions, integration potential and hence significant
synergies. During the last months, gamigo has strengthened its presence in the USA
with the acquisition of two firms: Trion Worlds and WildTangent. In May 2019, the MGl
group acquired the majority share in ReachHero (a social media influencer platform) and
later, in June 2019, the company Applift (a mobile performance agency) together with the
subsidiary PubNative (a mobile app header solution). The whole MGI group is controlled
by Bodhivas GmbH which is owned by Remco Westermann who is also CEO of MGl plc
and gamigo AG. Around 38.4% is free float.

>
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Business Activities

Media and Games
Invest plc
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The MGI group invests and develops game titles and synergetic digital advertising busi-
nesses. This strategic investment Group has shown sustainable financial numbers dur-
ing the last few years, with anorganic growth generated by more than twenty related
acquisitions in the last six years and organic growth with the development of their own
games. As described above, the consolidation area is basically divided into the two divi-
sions of B2C/publishing businesses and B2B/media and platform services. Approximate-
ly 80% of global revenues have been generated by selling virtual objects and micro-
transactions in online, mobile and console games. Among the top 10 games, role-playing
games (RPGs), in which players take the roles of characters, have the largest weight.

MGI Segment Revenues in H1/19, KEUR

m Games (B2C)

Platform
services (B2B)

Sources: Media and Games Invest plc, GBC AG

Game Publishing

Most of the revenues stem from free-to-play Massively Multiplayer Online Games
(MMOGs). Multiplayer video game models allow a large number of players (i.e. even
hundreds or thousands) to play simultaneously online. Users can compete, cooperate or
simply interact with each other worldwide free of charge and then purchase goods for a
fee (virtual items) in order to increase gaming experience or win the game. An example
might be the purchase of new equipment or additional functions for the game competition
and success. The spirit of community makes customers motivated to buy game items

>
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continuously and keep them committed to playing for several months. An additional
revenue source for MMOGs is provided by advertisement and advertising video shown
within the game.

Examples of Massively Multiplayer Online Games (MMOGs)

Browser Games (played on websites
or social networks)

Client Games (games are first
downloaded and then played online)

Console Games (played online on
consoles or TV screens i.e. Xbox or
PlayStation)

Instant Games (played immediately
on Facebook without installing further

apps)

Sources: Media and Games Invest plc, GBC AG

Besides 30 MMOGs, around 5000 casual games are also marketed by the group. These
are simpler games and usually played for a short time (i.e. puzzles, quizzes, and skill
games). All the MGI products and services are marketed mainly in Europe and North
America with additional sales in South America and Australia. Intellectual properties (IPs)
and source codes are granted exclusively or for certain regions worldwide.

Media and Platform Services

The second consolidated revenue stream is related to the digital media business. Ser-
vices such as online advertising, influencers and social marketing are offered to business
customers or they are used for their own game publishing (B2C supporting). Advanced
technologies in business intelligence are used to boost customer acquisition and reten-
tion evaluating and analysing, for instance, user activities with games, customer ap-
proach analysis and cost of acquisitions. As reported in greater detail below, media mar-
keting and sales activities are concentrated under the acquired brands adspree media
GmbH, Mediakraft and Applift, PubNative and ReachHero. Synergies can thus be boost-
ed on the one hand by offering a broader range of products to clients and on the other
hand by sharing expertise and knowledge internally.

. adspree media GmbH is a marketing agency with a focus on brand and perfor-
mance advertising. The company creates search campaigns to find engaged users
across Google Ads and Microsoft Bing. Its performance-oriented methods comprise
the use of search engine optimization (SEO) or search engine advertising (SEA).
adspree currently has a collaboration with ProSiebenSat.1 for TV campaigns.

. Mediakraft Networks GmbH specialises in the online TV field. Services include
online videos contents (i.e. YouTube channels for firms) and influencer-marketing
campaigns for brands and creators.

o Applift GmbH is a mobile performance network with focus on customer acquisition
for mobile apps. Its technology serves for app or game testing and tries to keep us-
ers engaged (or re-engaged) after the test phase for a longer time. The services
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turn around customer retention (i.e. keeping a user for more than seven days) and
the user lifetime value (i.e. money per-user spent using the app). The company al-
so owns the mobile publisher PubNative.

PubNative GmbH is a mobile monetization platform that enables app publishers to
execute their revenue strategy through advertising in mobile apps. With its native-
first approach, proprietary cross-format optimization technology and mobile header
bidding solution, PubNative enables app developers to maximize their revenue.

ReachHero GmbH offers services of advertising through influencer and social
media marketing. The platform connects brand campaigns with web-influencers. It
is expected to make a contribution in the mid-single-digit million euro ranges with a
positive EBITDA in 2019.

MGI-Bond

MGl plc bond issue details

Volume: Upto EUR25m

Coupon: 7.00% p.a.

ISIN: DEO00A2R4KF3

Issue date: October 11th, 2019

Issue price: 100% of the nominal amount
Redemption: October 11th, 2024

In October 2019, MGl issued a bond with a volume up to EUR 25m and maturity in Oc-
tober 2024. The bond shall bear interest rate of seven per cent. At the time of writing it
has been placed the amount of EUR 5m while the remaining part might be issued ac-
cording financing requirements (i.e. acquisition, organic growth or buyout of further mi-
nority interests in subsidiaries). We noted that the net interest rate ratio to EBITDA was
reduced from 7x in 2014 to 2x in H1/2019.
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Strategy

The strategy revolves around the four buy-integrate-build-and-improve pillars and is
implemented by M&A and organic growth (i.e. their own game development). In a nut-
shell, once a distressed or non-distressed target is found and acquired, it is restructured
and integrated into the group generating cost reductions, leverage and scale ad-
vantages. Additionally, the company tries to invest in highly skilled personnel in order to
upgrade and relaunch the titles. Business intelligence tools, such as real-time event-
driven data solutions, may identify new business opportunities and improve decision
making. Group data sources may also be standardized and unified to support supple-
mentary acquisitions and asset deals.

The Four Pillars

BUY = M&A

INTEGRATE =
RESTRUCTURING BUILD = GROW &

& MERGERS INTERNATIONALIZE

IMPROVE =
COMPETITIVE
ADVANTAGES

Sources: Media and Games Invest plc, GBC AG

Buy

Target profile includes sustainable long term revenues, potential synergies (i.e. geo-
graphically, channel, product), restructuring, technical optimization and amortization
within an ideal timeframe of eighteen months. According to management, the following
criteria are sought: revenues multiply in the range of 0.7x to 1.5x, EBITDA up to 6x while
payback time (including restructuring) should be less than 24 months. With over twenty
acquisitions (within gamigo AG) completed in less than six years, the management has a
positive professional experience in deal-making and post-merger.
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MGl’s Purchases Track-record
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Moreover, large game players usually do not consider M&A transactions with small com-
panies. Thus, there are few offerors to buy assets of small distressed companies. The
latter suffer mostly financial difficulties due to unsuccessful games.

Integrate

Once acquired, the assets or firms are restructured and integrated into the MGl platform.
The underlying assumption is that more volume means more efficiency and also stand-
ardized platform features. Therefore, significant cost reduction has been recorded in
personnel, data-center and cloud services. As a general rule, high-risk assets or activi-
ties (i.e. games with negative ROI) become discontinued. Key goals are good manage-
ment and finance reporting as well as improvements in business intelligence.

Build

The moment for asset organic growth is carried on under this third step. Assets such as
customer base, platforms, social media and access to capital can be strengthened at this
stage. Moreover, investing in products (e.g. new licenses) and business intelligence will
drive up at this stage users” loyalty (low churn rate) and the spending per game. As
supporting services, MGl implements advanced direct marketing solutions and technical
optimization (e.g. anti-fraud advertising).

Improve

Last step of the four pillars is related to technology development and competitive ad-
vantages. An example of improvement may be the shift from traditional data-center tech-
nology with cloud based systems. The latter is cost-effective, especially for small com-
panies and has scalable effects. Further areas include real-time streaming, blockchain
and anti-fraud technology.
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Management
Remco Westermann, Chief Executive Officer and Chairman

Remco Westermann received his M.A. in Business Economics and has more than 25
years of work experience, 15 of which he spent in the mobile and online entertainment
sector. During his remarkable career, Remco Westermann founded the listed company
Bob Mobile AG (later Cliq Digital AG), and helped in the initial establishment of the mo-
bile media company Sonera Zed, which he later led as CEO for a couple of years. Before
that, Remco was a manager for market-leading firms such as Balance Point and acted,
amongst others, as an advisor to Rost & Co. After the acquisition and repositioning of
gamigo AG, using a successful M&A Strategy, Remco Westermann has built a fast-
growing, leading online games company within this dynamic, highly competitive and
quickly growing games market.

Paul Echt, Chief Financial Officer

After successfully completing his studies and receiving a Bachelor of Laws degree as
well as a Finance M.A., Paul Echt worked in the corporate development field at Shop-
gate Inc. in Silicon Valley. He was headhunted by UniCredit Bank and returned to Ger-
many in 2015, where he went through several corporate & investment banking depart-
ments in Munich, Berlin and New York. From 2016 on, Paul Echt strengthened UniCred-
it's Tech Team in Berlin location as a Relationship Manager for tech clients. During this
time he, inter alia, assisted the IPO of Delivery Hero. Regarding MGls group’s global
expansion strategy, Paul secures the financial basis of the company with years of valua-
ble experience.

Jens Knauber, Chief Operative Officer

Jens Knauber has over 10 years of experience as manager in the entertainment indus-
try. He is a game publishing expert with over 300 internationally released games. Mr
Knauber occupied also several management positions at the Hamburg-based publishing
house dtp. Currently he is responsible for the B2C Gaming Business of the MGl group.

Gary Coffey, Chief Technical Officer

Gary Coffey uses his expertise in all areas of technology — from infrastructure, develop-
ment and engineering to business intelligence. After successfully completing his studies
in “Computer Applications” in Ireland (Dublin), Gary Coffey worked for more than ten
years in the tech industry, including areas such as financial technology and engineering.
During his work for leading companies, such as the Bank of Ireland, HP, Norcom Tech-
nologies and BAE Systems Applied Intelligence, Gary has developed into a highly spe-
cialized technology leader.

Stefan Rascher, Chief Strategy Officer

Stefan Rascher has over 20 years” experience in sales, e-commerce and telecommuni-
cation. He worked in several positions at E-Plus, Quam and in his own consulting com-
pany. Mr Rascher is responsible for sales and the B2B group companies Adspree and
Mediakraft.

10
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René Miiller, Executive Director

René Mdller has over 25 years of experience in international corporate finance advisory
in various fields such as M&A, equity/debt financing and venture capital. During that time
he was the CEO of a publicly listed private equity firm for six years. For five years he
managed as CEO an investment management firm. Before that, he was a partner in the
largest mid-cap principal investment firm in Switzerland.

Tobias Weitzel, Non-executive Director

Tobias Weitzel has extensive experience in the fields of political and economic journal-
ism, PR, capital market & crisis communication. He is Managing Director of BSK Becker
+ Schreiner Kommunikation GmbH. Furthermore, since 2012, he has been a member of
the board of the Financial Experts Association e.V.

11
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GAMIGO GROUP AG

gamigo Group AG is a publisher and distributor of PC client and
browser games. The revenue model refers to the sales of in-
game items and advertisements on free-to-play massively mul-
tiplayer online role-playing games (MMORPGs) and massively
multiplayer online games (MMOGs). Founded in 2000, the

game portfolio includes more than 30 MMOG, over 5000 casual

games and over 20 portals. In total, the Hamburg-based gamigo group employs more
than 350 employees, engaged in games, media and technology services with interna-
tional offices in the USA, Poland, Turkey and South-Korea as well.

History of the gamigo Group

2000-2007

2008-2011

2012
2013

2014

2015
2016
2017
2018
2019

Foundation as online gaming magazine
Thereafter focus on publishing online role-playing games

Alex Springer AG acquires 100% of shares
Initiation of game development

Samarion acquires 100% of shares
Refocus: ending of game development and opening M&A strategy

Acquisition of INTENIUM GmbH, publisher of casual games for multiplayer, online
and PC areas in Europe

Start acquiring game IP’s & further in-house development of old IP’s
Acquisitions of Aeria games and adspree media GmbH

Acquisitions of Mediakraft

Assets of TRION have been acquired

Assets of WildTangen have been acquired

Sources: Media and Games Invest plc, GBC AG

The range of games offered is well differentiated, with various genres such as role-play
games, fantasy or first-person shooters or building-strategy games. The revenue mix
shows a good distribution of risk, around 1/3 B2B and 2/3 in B2C, while no game has a
revenue share over 10%. Some title examples are Fiesta (8% sales), Desert Operations
(7%) or Aura Kingdom Role (7%). Role-playing games account for around 50% of the
total. The following pie graph describes the sales contributions of the main titles.

gamigo games revenues distribution in 2018

Ironsight
2%

Echo of Soul

Phoenix
3%

Last Chaos
3%

Archeage
3%

Trove

o,

Oher games
B2B 195,

34%

Fiesta Shaiya
8% /Desert 4%

Operations
7% ‘J Grand Fantasia
6%
Aura Kingdom
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Sources: Media and Games Invest plc, GBC AG
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The company realised that over 50% of revenues in the core games have been generat-
ed from customers registered for more than five years. This means that loyalty and life-
time on MMOG are quite high. Daily active users account for 600k while monthly active
users are around 5m. Below is shown a representation of user lifetimes for some games.

User lifetimes in gamigo main games

m>5 Year
88% g
10% vy 10% 3-5 Year
149 179, ° 1-3 Year
© ° 16% 23% 1 Year
12%
22% 9
e o | 18% | 17% | g(jp
Fiesta Online Fiesta Online  Last Chaos Last Chaos Desert

Europe North America Europe North America  Operation

Sources: Media and Games Invest plc, GBC AG

In Q2/19, PC client games accounted for 70% of total revenues, while geographically
speaking the revenues are well-balanced between North America and Europe.

Revenue Q2/19, Split by device B2C games revenue Q2/19 by region
(excl. Mobile)

5% 49,
2%

46%
70% _
Rest Mobile
South America Console
mEU m Browser
PC Client

North America

Sources: Media and Games Invest plc, GBC AG

Besides the B2C business, gamigo offers solutions for advertising and social media
marketing. Most of business in this field is under the two brands Adspree Media and
Mediakraft Network, which offer a comprehensive consulting service in digital campaign
management (i.e. video, social, influencer and performance marketing) including busi-
ness intelligence as advertising effectiveness, performance tracking and analyses.

gamigo-Bond

In order to finance the growth, gamigo issued a bond of EUR 15m (coupon of 8.5%) in
2013. Taking advantage of the low interest rate on financial markets and from better
profitability in gamigo results, the company redeemed the bond issue in 2017. The bond
was refinanced by UniCredit at a price of 101.5% in 2017. Later, in 2018, a further bond
issue of EUR 32m was placed to fund organic and M&A growth. A tap issue of EUR 18m
was successful placed in June 2019. The issue has the form of senior secured floating
rate callable bonds and should be used to finance the organic and M&A growth. The
security is listed on the NASDAQ Stockholm and Open Market of the Frankfurt Stock
Exchange.
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gamigo AG bond issue details
Volume:

Coupon:

ISIN:

Issue date:

Issue price:

Tap Issue 1:

Tap Issue 2:

Redemption:

Sources: gamigo AG; GBC AG
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EUR 50 m

7.75% p.a. over the 3-month EURIBOR rate (minimum 0%)
SE0011614445

October 11, 2018

100% of the nominal amount

EUR 10m issued at 100,5% on April 2019

EUR 8m issued at 101,0% on June 2019

October 11, 2022

. Acquired: 2018

. Business Model: Free2Play

. IP-ownership: MGl

. Genre: Fantasy

. Distribution: Europe 35%, North America 56%,
Asia 4%, RoW 5%

. Acquired: 2018

. Business Model: Free2Play

. IP-ownership: xI games

. Genre: Fantasy

. Distribution: Europe 46%, North America 49%,
Asia 2%, RoW 3%

. Acquired: 2015

. Business Model: Free2Play

. IP-ownership: MGl

. Genre: Strategy

. Distribution: Europe 75%, North America 4%, Asia
0%, RoW 20%

. Acquired: 2008

. Business Model: Free2Play

. IP-ownership: MGl

. Genre: Anime

. Distribution: Europe 66%, North America 29%,
Asia 2%, RoW 3%

. Acquired: 2018

. Business Model: Free2Play

. IP-ownership: MGl

. Genre: Fantasy

. Distribution: Europe 30%, North America 68%,
Asia 0%, RoW 1%
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Aura Kingdom

Acquired: 2016

Business Model: Free2Play
IP-ownership: xlegends
Genre: Anime

Distribution: Europe 58%,
Asia 4%, RoW 13%

Acquired: 2016

Business Model: Free2Play
IP-ownership: xlegends
Genre: Anime

Distribution: Europe 56%,
Asia 2%, RoW 24%

Acquired: 2018

Business Model: Free2Play
IP-ownership: MGl

Genre: Sci-Fi

Distribution: Europe 16%,
Asia 0%, RoW 3%

Acquired: 2016

Business Model: Free2Play
IP-ownership: MGl

Genre: Anime

Distribution: Europe 48%,
Asia 1%, RoW 20%

Acquired: 2015

Business Model: Free2Play
IP-ownership: MGl

Genre: Fantasy
Distribution: Europe 81%,
Asia 1%, RoW 2%

Sources: Media and Games Invest plc, GBC AG

15

¢MGBC AG

Investment Research

North America 25%,

North America 18%,

North America 81%,

North America 22%,

North America 16%,



MARKET AND MARKET ENVIRONMENT

The global games market has performed very well in recent years. According to
Newzoo’s Global Games Market Report 2019, the market volume should reach over
USD 152bn in 2019 (+9.6% on the previous year). As with the increase in smartphones
and tablets, this growth is driven by mobile games. The latter is a highly completive
segment with higher marketing cost for developers than traditional channels such as PC
games. gamigo’s free-to-play Massively Multiplayer Online Games, however, represent
a highly profitable segment as shown by long user lifetime (i.e. over five years for Fiesta
or Desert Operations) and high customer retentions (i.e. between 7%-10%). Generally,
games with an established reputation can be on the top list for more than 10 years.

The U.S. will be the largest gaming market with a value of 36.9bn in 2019. With the re-
cently acquired US companies Trion and WildTangent, gamigo AG will participate in the
high market potential in the US. As with the media business involved in MGI, we present
below: i) an overview of the digital media market, ii) the global video games market, iii)
the German market and iv) some clues for the digital advertising market.

The Global Digital Media Market

Expansion in mobile internet access and better connection speeds rates as well as a
great spread of mobile and streaming devices, have generally driven the growth in the
digital media market. As reported by the Digital Market Outlook 2019 of statista video
games account for almost 55.2% in 2018 of the total market value followed by video-on-
demand (21.3%), ePublishing (14,6%) and digital music segment (8.9%). Following the
aforementioned study of statista, the U.S. is geographically the biggest market world-
wide, with around USD 44.3bn revenues in 2018, which is followed by the European
market with around USD 27bn. Europe is expected to show the highest growth rate
among the main markets (US, China and the Rest of the world).

Global revenue forecast digital media market (in USD billion)

14.5
m B S
- 13.2 . 6.2 27.7 =0
503 24.5 m Digital Music

36.4 37.0 37.3

35.1 = ePublishin
305 32.8 9
Video-on-Demand
Video Games
79.2 83.2 86.7 89.9 92.5 94.8
2018 2019 2020 2021 2022 2023

Source: Statista; GBC AG

In terms of spending per capita the US market values are around USD 40.5k. The UK
and Germany follow with respectively USD 25.5k and USD 22.8k per-head consumption
expenditure while the Chinese market is far from the major western economies with USD
3.5k per capita. Moreover, the internet penetration is higher than 70% in the some major
European countries (Great Britain, Spain, and Germany) followed by the U.S., whereas
China recorded 53.9%.
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Digital media market consumer spending per capita in 2018 (in USD Tsd)

40.61

China Spain Italy France Germany UK USA
Sources: Statista; GBC AG

The video game segment

Significant changes have reshaped the game industry since the emergence of video
games in the 1970s. According to Newzoo (Global Market Report 2018), the structural
development prior to 2005 was quite limited. Market value reached the figure of around
USD 35.0bn in a timeframe of round 35 years. Then the value jumped to USD 137.9bn
from 2005 to 2018. Reasons for this were essentially the introduction of innovative de-
vices (i.e. smartphones or tables) and new business models (i.e. alternative distribution
channels or franchises) which reshaped the market. This maximized consumer engage-
ment, a key ingredient for free-to-play games profitability. The table below shows a
summary of milestones and accelerators.

Gaming Industry Milestones from 2005 to 2025
Until 2005 the market value was less than USD 35bn
1. Games as intellectual properties - increasing brand awareness
Mobile gaming boom
Games as a service (GaaS): contents or access on a continuous revenues model
Empowering entertainment: focus on communities
Streaming and Esports: redefines rules of engagement
Instant gaming: changing the rules of distribution
Immersion and competition: bringing the core gaming experience to mobile
Gaming leads disruption
Cloud gaming
0. The next big things — how games will bring balance to the world
2022 more than USD 200bn in value
Sources: Global Games Market Report 2018, newzoo

= O XN OMLND

As part of the industry change, payment models have been renewed too. Besides sub-
scription-based games, they can be directly sold (downloaded and installed) or even
played for a small fee or free of charge. Nevertheless, the bulk of revenues revolve
around the sales of virtual items (in-game monetization) to add more contents or func-
tionalities, also known as free-to-play. The latter have been boosted by improvements in
graphics and physics quality of console and mobile devices. Below you can find a table
that explains the previous revenue models.
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Video Games Segments: Revenues Stream
Mobile Games Downloads games Online Games Gaming Networks

Free games with in-

Gaming for Games for console or Subscription-based
. ) game purchases of . .
smartphones and tab-  PCs available with . access to online premi-
. additional contents or .
lets online sales . . um services
functionalities
Paid app-downloads Subscription-based
. Game passes
(single purchases) games

Free to download for
in-app purchases
Source: Statista

As mobile devices reached high penetration and efficiency, mobile games became the
favourite way to play. Modern smart phones or tablets use better graphic processor units
(GPU) similar to stationary computers or consoles. This has favoured games that are
played by many users. An example is the ESport online game, where users can play in
communities and win high prize money. However, the mobile games have shown struc-
tural challenges. Game developers must face high distribution fees (up to 30% in Apple’s
and Google’s app stores), extreme competition and consequently high user-acquisition
expenses. Moreover, publishing figures are not encouraging. On iOS (Apple), only 21k
mobile games (previous year 42k) were published in 2018. It seems that customers shift
towards quality over quantity. Hence, traditional segments such as PC or browser games
remain the most profitable market slice, in which it is easier to manage the customer’s
life-time, loyalty and consumption. gamigo’s PC games are well positioned among small
game providers and have also a lifetime well over ten years, due to strategical content
updates and active analysis (tracking players satisfaction).

Video Games Global Revenue Forecasts (in billion US$)

2.7 2.8
2.6
2.3 .
52
: 12.7 :
12.3

171
14.7 15.4 16.1 B ® Gaming Networks
13.9 .
mOnline Games
Download Games
51.1 53.7 55.9 57.8 59.5 60.9 Mobile Games
2018 2019 2020 2021 2022 2023

Sources: Statista; GBC AG

In term of annual compound growth rate, Europe shows the biggest ratio (CAGR of
4.6%, 2018-2023) in video games, followed by China and the US (respectively a CAGR
of 3.6% and 1.7%, 2018-2023).

The German Market

As the German market is still a principal revenue source for the free-to-play PC games of
the MGI group, we analysed through the study of Statista (Gaiming in Deutschland) the
market relevance for virtual goods and additional contents in Germany. The value shows
a clear growth in value from EUR 144.0m in 2013 to EUR 458.0m in 2018.
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Turnover of virtual goods / add-on content and subscriptions in online and brows-
er games in Germany from 2013 to 2018 (in millions of euros)

125
166
139 145 173 Subscriptions
139 383 = Microtransactions
(virtual goods and
ﬂ 260 267 267 additional content)

2013 2014 2015 2016 2017 2018
Sources: game; GfK; GBC AG

According to “game” and GfK, in Germany videogames are generally popular and played
across all age groups in a uniform distribution. Due to the demographic situation in the
country however, a percentage of players in the older age groups prevail. It highlights the
importance of loyalty and life times for game sales. In total, high-income groups have a
share of 44% in the statistic (40 to over 50 years old).

Distribution of video gamers in Germany by age in 2019

29%

16% 15% 16% 15%

4._,]9% I

Until 9 Years 10-19 Years 20-29 Years 30-39 Years 40-49 Years 50+ Years

Sources: game; GfK;

According to game (Annual Report of the German Games Industry 2019), in-game pur-
chase revenues grew by 28% between 2017 and 2018. In-Game items are offered both
in free-to-play and full-price titles.

Sales of in-game purchases grew strongly in 2018, EUR million

458

In-game purchases on PCs and
consoles (including hybrid toys)

u [n-app purchases on
smartphones and tablets

2017 2018

Sources: game; GfK;
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The key element for the profitability of a game company is to turn users into paying cus-
tomers. Generally, just a few players make in-game purchases, a slim pool of users. The
free-to-play market is highly competitive and therefore customer acquisition costs are
quite high. However, free-to-play games no longer indicate a low level of quality. In-game
purchases have developed from an additional business model to a very lucrative seg-
ment within just a few years.

What drives user spending and thus game monetization is their behaviour in the game.
The desire to increase the fun they experience, to use exclusive items and have a fast
victory in competitive games, drives up both the conversion rate and the average paying
per user rate. Once players make their first consumption, it is easier to add more pur-
chases. Furthermore, secure and value-oriented transactions reduce players fear in the
acquisition process.

According to the study of deltaDNA, F2P PC games monetization grew substantially
between 2017 and 2018. Particularly the average revenue per daily active user
(ARPDAU) grew by 206% to USD 0.18 in the USA and by 175% to USD 0.44 in Europe.
The higher number of spenders in casual games is increasing users” monetization. While
historically only a small number of players were responsible for the total returns (so-
called whales), nowadays, a significantly larger number of players are spending-ready.

Competition in online and mobile games

For our analysis, we divided the competitive field into online and mobile games following
gamigo’s market report. (1) The online games sector is made up of several international
companies mostly with a focus on casual games (i.e. simple rules games). A few exam-
ples of providers in Europe and the US are: Electronic Arts, TakeTwo, Ubisoft or Ac-
tivision Blizzard. Apart from large companies, the market is characterized by smaller
online game publishers, among which, with its broad game portfolio and marketing base,
gamigo ranks as a well-known name. (2) The mobile sector has a different structure with
a small number of companies eating the huge part of the cake. Some of them are Super-
cell, Elex, King, Niantic, Machine Zone, Playrix and Com2us. Launching new mobile
games is expensive and risky with limited marketing opportunities (i.e. Apple and Google
- the main platforms). On this basis, gamigo has only a few games in this segment and it
is very conservative in the launching of new games.

Digital Media

The digital media market is crucial in the video game market. The acquisition of new
users and the analysis of their performance are mostly conducted via digital advertising.
According to the JOM agency group, an increase is forecasted in net advertising market
to EUR 24 bn in 2019. Tools such as influencer marketing (i.e. product description pub-
lished by experts), banner, video advertising or product placement in games have be-
come very effective channels.

In the table below is shown the online advertising market (Digital Market Out-
look/worldwide market for online advertising: statista, April 2019). By 2023 is forecasted
as principal segments the social media advertising with a value of € 167.9m followed by
the search engine advertising.
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Online advertising: A substantial growth market

Search engine advertising Banner advertising
m Social media advertising mVideo advertising
m Online classified ads

24
23 39
21 35
2y 3 130
. 27 88 111
46 06 66 68
63
46 51 2 >
86 93 98 103 111 118 125
2017 2018 2019 2020 2021 2022 2023

Sources: statista, April 2019; Digital Market Outlook/worldwide market for online advertising;
MGl plc; GBC AG

The diversity of channels (i.e. banners or video social ads) and the greater significance
of social and influencer media will be some of digital media’s growth drivers. This is in
contrast with classic advertising formats (i.e. TV ads or newspapers) in which it is rea-
sonable to expect a reduction in their efficiency.
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HiISTORIC COMPANY DEVELOPMENT

Key Figures

P&L (in €m)

Revenue

Own work capitalized

Other operating income
Services purchased

Gross profit

Employee expenses
Depreciation and amortisation
Other operating expenses
EBIT

Financial expense

Financial income

EBT

Taxes

Result from discontinued operations
Non-controlling interests

Net profit

EBITDA

in % of revenue

EBIT

in % of revenue
Earnings per share in €

FY 2018
32.62
2.79
6.51
-12.70
29.22
-10.44
-6.32
-10.14
2.33
0.08
-1.73
0.69
0.90
3.67
-0.93
4.32

8.65
24.4%
2.33
6.6%
0.06

Source: Media and Games Invest plc;, GBC AG

FY 2019e
74.46
5.65
3.27
-26.78
54.99
-27.70
-13.00
-13.10
1.19
-3.04
0.10
1.75
-0.35
0.00
-0.50
-1.90

14.19
19.06%
1.19
1.60%
-0.03
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FY 2020e
90.96
7.63
1.27
-34.66
65.20
-28.53
-14.50
-16.20
5.98
-4.36
0.40
2.02
-0.40
0.00
-0.60
1.02

20.48
22.51%
5.98
6.57%
0.02

Fy 2021e
105.89
8.40
1.33
-40.24
75.38
-31.09
-14.50
-21.35
8.44
-4.73
0.60
4.31
-0.86
0.00
-1.35
2.10

22.94
21.66%
8.44
7.97%
0.03
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Company performance of Media and Games plc

in € millions FY 2017 GJ 2018 1.HJ 2019
Revenue 0.00 32.62 28.58
EBITDA -0.64 8.65 7.54
EBIT -0.67 2.33 3.27
EAT -5.74 4.32 0.35

Sources: Media and Games Invest plc; GBC AG

MGl significantly altered its corporate strategy with the acquisition of 100% of the shares
in Samarion SE on 9 May 2018. Prior to this date, the company’s business activities had
been focused on the real estate sector. However, its entry into the media and online
games sector has resulted in a significant shift in the company’s key figures, which
means a historical comparison of Media and Games would be meaningless. The acquisi-
tion of Samarion SE also resulted indirectly in the takeover of gamigo AG — with a 38.7%
stake in gamigo, which was Samarion SE’s largest shareholding. However, as the num-
ber of voting rights exceeds the threshold of 50%, gamigo AG was fully consolidated in
the Media and Games Group’s financial statements from the date of acquisition.

As a result, the revenue reported by MGI of €32.62 million for 2018 and €28.58 million
for the first half of 2019 are solely attributable to gamigo AG, having been consolidated
on a pro rata basis since 9 May 2018. A detailed overview of the historical performance
of gamigo AG is therefore provided below. Media and Games’ earnings are comparable
to those of gamigo AG, at least in terms of EBITDA and EBIT. However, post-tax earn-
ings for the company in 2018 show a positive one-off effect of €3.67 million from the sale
of subsidiaries previously active in the real estate sector. This relates to the sale of the
100% stake in solidare real estate holding GmbH (including subsidiaries), for which a
capital gain was realised.

in € million 31/12/2018 30/06/2019
Equity 158.54 160.73
of which minority interests 91.32 91.37
Intangible assets 204.14 226.70
of which goodwill 133.76 143.47
Cash and cash equivalents 4.45 26.25
Financial liabilities 41.54 76.00
of which corporate bonds 24.88 48.54

Source: Media and Games Investplc; GBC AG

As in the income statement, the key balance sheet figures changed significantly following
the acquisition of Samarion. In terms of assets, Media and Games now holds intangible
assets amounting to €226.70 million, of which €83.24 million is attributable largely to
acquired intangible assets, as well as €143.47 million due to goodwill, also from the
Samarion acquisition. The comparatively high goodwill is due to the fair value of the non-
controlling interests (61.3%) in gamigo AG, which is fully consolidated due to its existing
voting rights majority. On the liabilities side, minority interests in gamigo AG amounting
to €91.37 million are included under equity, which totals €160.73 million. In addition, the
balance sheet items of gamigo AG were included as part of the Media and Games bal-
ance sheet for the first time.
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Company performance of gamigo AG

in € million FY 2015 FY 2016 FY 2017 FY 2018
Revenue 21.65 38.98 42.08 45.29
EBITDA 4.28 2.64 7.03 11.05
EBITDA margin 19.8% 6.8% 16.7% 24.4%
EBIT -0.40 -10.10 -3.36 2.59
EBIT margin -1.9% -25.9% -8.0% 5.7%
EAT 0.97 -9.12 -4.98 1.55

Source: gamigo AG; GBC AG

Revenue performance of gamigo AG

gamigo AG has achieved a continuous increase in its sustainable revenue base in recent
financial years. The basis for this growth lies in the company’s high level of M&A activity,
including more than 20 acquisitions since 2013 of games, media and technology compa-
nies and individual game assets:

Acquisition history of gamigo AG since 2013*

Outspark Intenium GmbH GameSpree GmbH | Intenium Technol. Mediakraft Networks | Trion Worlds Inc.
Last Chaos MBE GmbH Fiesta (worldwide IP)

Gulli.com Infernum Games Playzo Games

Game Masters POGED GmbH Aeria Games

Piraya Mobile Looki Publishing adspree media

GmbH

xmmmmm

Sources: gamigo AG; GBC AG; *Company name at the time of acquisition, as changes in
name and mergers have taken place in the interim

As a result of the acquisitions described above, both the product range and the number
of games offered with the associated game accounts were expanded considerably. At
the same time, the strategy pursued by gamigo AG is associated with a relatively low
risk, as the assets it acquires are generally well-established games with a solid customer
and revenue base. This contrasts with the much higher risk associated with the launch of
new games.

A good example of the company’s acquisition strategy is its purchase in 2018 of the
business operations of Trion Worlds Inc., a leading US gaming company, publisher and
developer of online and console MMO games. As part of this transaction, the company
only acquired the four games, contracts and employees it wished to retain within the
gamigo Group upon acquisition. As a result, Trion Worlds Inc. made a positive contribu-
tion to earnings as early as 2018, as there were low corresponding restructuring expens-
es incurred in the course of the contractually agreed ‘cherry picking'. Since its acquisition
on 22 October 2018, the new US subsidiary has contributed a total of €3.47 million to
Group sales while another technology company called MBE GmbH with approx. EUR 3.3
million revenues were sold in Q1 2018 due to the fact that gamigo acquired its technolo-
gy stack together with the Aeria Acquisition and decided to sell MBE back to the man-
agement. The balanced M&A revenue contribution in 2018 resulted in organic growth
being primarily responsible for the Group-wide increase in revenue, which rose by 7.6%
to €45.29 million in 2018 (previous year: €42.08 million).

The tangible increase in the revenue base continued in the first six months of 2019.
gamigo AG benefited from the first-time inclusion of Trion revenues, as well as from the
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H1 2018 H1 2019
21.54 28.42
5.25 8.32
24.4% 29.3%
1.30 3.25
6.1% 11.4%
0.81 0.82



further acquisition in April 20190f WildTangent Inc., which is another US company that
publishes casual games.

Revenue (in € million)

45.29
42.08
38.98
28.42
21.65 21.54
FY 2015 FY 2016 FY 2017 FY 2018 1.HY 18 1.HY 19

Source: gamigo AG; GBC AG

Earnings performance of gamigo AG

We believe that the key performance indicator most relevant to gamigo AG is
EBITDA. PPA depreciation is not included at this earnings level, as this mainly relates to
the high level of activity associated with M&A. EBITDA therefore gives a more accurate
indication of operating cash flow than EBIT would.

The long-term EBITDA performance shows a clear upward trend. Owing to the sustained
expansion of the revenue base, EBITDA rose to €11.05 million, well above the level of
previous years. It is, however, worth noting that the “bargain purchase” income of €5.07
million achieved in 2018 (previous year: €0.66 million) must be factored in here. At the
time of the acquisition of Trion Worlds Inc., the value of the acquired assets exceeded
the purchase price by €5.07 million, and this was reflected in the income statement.
While adjusted EBITDA of €5.99 million (previous year: €6.37 million) was slightly below
the previous year’s figure, gamigo AG’s overall earnings were strong. An even stronger
EBITDA performance was offset by the acquisition costs for the Trion acquisition, which
were incurred in full in 2018, but have only been included in the Group’s accounts for just
over two months:

Adjusted* EBITDA (in € millions) and EBITDA margin (in %)

>

8.32
6.37 599
19.8%
4.28
2.64
6.8%
FY 2015 FY 2016 FY 2017 FY 2018 1.HY 18 1.HY 19

Sources: gamigo AG; GBC AG; *adjusted for income from bargain purchase
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A significantly higher level of profitability was achieved in the first six months of the cur-
rent financial year 2019. According to company data, the disproportionately high in-
crease in EBITDA and therefore the improvement in the EBITDA margin to 29.3% (H1
2018: 24.3%) is mainly attributable to the synergy effects realised in the context of the
recently acquired companies. In addition, further efficiency gains were achieved (e.g.
consolidation of data centres, etc.).

The depreciation and amortisation expenses on the identified fixed assets (PPA depreci-
ation) resulting from company acquisitions are mainly responsible for the overall high
level of depreciation and amortisation at gamigo AG. In previous financial years, this
resulted in negative EBIT, with EBIT exceeding the break-even threshold for the first time
in the 2018 financial year. Although the acquisition of Trion Worlds Inc. resulted in a
significant increase in intangible assets, this did not take place until October 2018 and
therefore only had a proportional effect. For the current financial year 2019, we anticipate
a disproportionate increase in depreciation and amortisation, and this is already clearly
evident in the half-year figures for 2019. However, since, as outlined above, an overall
increase in profitability was achieved, gamigo AG generated positive EBIT in the first six
months of 2019.

Post-tax earnings (in € million)

1.55

>

0.97 0.81 0.82
-4.98
-9.12
FY 2015 FY 2016 FY 2017 FY 2018 1.HY 18 1.HY 19

Source: gamigo AG; GBC AG

The same also applies to post-tax earnings, which returned to positive territory for the
first time in 2018, with this picture continuing in the first six months of 2019. Expansion of
the business model in conjunction with high M&A activity has mainly been covered by
liabilities to banks in recent years. In the 2017 financial year, the company redeemed an
8.5% corporate bond issued in 2013 early by means of a bank loan, thereby achieving
considerable interest savings. In 2018, gamigo AG issued its second corporate bond as
a major financing component for its continued M&A strategy. Following the capital in-
crease in June 2019, this bond currently has an outstanding volume of around €50 mil-
lion. The bond has a variable interest rate of 7.75% (above the three-month EURIBOR,
minimum 0.00%) and a term running to 11 October 2022. The bond issue and the asso-
ciated increase in net debt are expected to result in a substantial increase in interest
expenses. For the first six months of 2019, this figure was €-2.05 million, already almost
at the level for 2018 as a whole.
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Asset and cash flow situation at gamigo AG

in € million 31.12.2016 31.12.2017 31.12.2018 30.06.2019
Equity 31.89 26.73 28.53 29.14
Equity ratio 43.8% 40.0% 30.4% 23.6%
Loan liabilities 9.64 0.00 24.88 48.54
Liabilities 27.13 27.11 27.31 45.89
Cash and cash equivalents 2.78 1.02 416 22.12
Fixed assets 24.55 20.24 43.86 50.24
Goodwill 28.89 28.91 27.91 27.91
Cash flow — operating 4.40 3.80 10.48 6.54
Cash flow — investment -1.65 -8.73 -6.35 -5.45
Cash flow — financing -1.25 -0.86 3.78 16.87

Source: gamigo AG; GBC AG

gamigo AG is structured like any other typical technology company and represents a
similar picture to any company that is very active in the M&A sector. This means that
fixed assets are primarily comprised of intangible assets (developed within the company
itself or acquired), which have risen sharply as a result of the high level of acquisition
activity in recent financial years. In the last financial year 2018 alone, the acquisition of
Trion led to a sharp increase in intangible assets to €38.84 million (31 December 2017:
€18.13 million). Due to what is known as the “lucky buy”, no goodwill was carried forward
for the Trion acquisition. Overall, however, most of the gamigo Group’s goodwill resulted
from the acquisition of ElbSpree Media Holding GmbH in 2016.

Intangible assets and goodwill (in € millions)

m Goodwill

intangible Assets

28.89 28.91

38.84

21.42
11.77 18.13

46.75

31/12/2015 31/12/2016 31/12/2017 31/12/2018 30/06/2019
Source: gamigo AG; GBC AG

The acquisition of technology companies and game licences has so far been financed by
a mix of their own funds and debt. In particular, the fact that gamigo AG has been able to
generate consistently positive operating cash flows in recent financial years is a testa-
ment to the company’s impressive internal financing capability. This was particularly
evident in the past financial year 2018, which saw a significant increase in cash flow from
operating activities to €10.48 million, which was higher than the capital expenditure cash
flow from the acquisition of Trion and other investments relating to intangible assets. The
same picture emerges in the first six months of 2019, in which the cash and cash equiva-
lents generated from operations were sufficient to cover the acquisition of WildTangent.
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Free cash flow and cash and cash equivalents (in € million)

22.12

mmm liquid Assets

Free Cashflow

2.78 41 6 4.14
0.88 274 1.02 PZaa
o . s—
-0.72
-4.93
31/12/2015 31/12/2016 31/12/2017 31/12/2018 30/06/2019

Sources: gamigo AG; GBC AG

The visible leap in cash and cash equivalents as at 30 June 2019 is attributable to the
€18 million increase in the corporate bond issued in the first half of 2018. Following the
increase, this 7.75% interest-bearing bond now accounts for a total volume of €50 mil-
lion.

Although equity increased slightly as a result of the positive post-tax earnings in previous
reporting periods, gamigo AG’s equity rating did fall due to the bond issue of October
2018:

Equity (in €m) and Equity-Ratio (in €m)

—Eauly 31.89

28.53 29.14
' = 43.8% 26.73

30.4%

Equity-Ratio

31/12/2015 31/12/2016 31/12/2017 31/12/2018 30/06/2019

Source: gamigo AG; GBC AG
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FORECASTS AND VALUATION

P&L (in €m) FY 2018 FY 2019e FY 2020e FY 2021e
Revenue 32.62 74.46 90.96 105.89
EBITDA 8.65 14.19 20.48 22.94
EBITDA-margin 26.50% 19.06% 22.51% 21.66%
Net Profit 4.32 -1.90 1.02 2.10
EPSin€ 0.01 -0.03 0.02 0.03

Source: GBC AG

Forecast principles

MGl plc is a growing group with predictable operating cash flows based on its customer
lifetime value (monetary value of customer relationships). The most important assets of
the group are the national and international game licenses (i.e. MMOG-titles) that are
also granted to third parties in regions not actively covered. The corporate strategy re-
volves around inorganic and organic growth which can be summarized in three drivers:
acquisitions of entities and assets, new game-launches and game updates.

On the on hand inorganic growth should continue through the acquisitions of game and
digital media companies, especially in countries where MGI has a strong presence
(North America and Europe). With around 20 acquisitions in the last six years, the group
has clearly chosen to overweight M&A growth to reduce risks related to the rejection of
new games. Taking over established entities or assets (i.e. with consolidated customers
and sales), it diminishes the turndown risk and allows to benefits from operative and
financial synergies. Since M&A transactions are difficult to foresee we have not included
the non-organic development in our assumptions. Nevertheless, we took into account the
acquisitions of the two US entities: Trion World, which has been consolidated since
22.10.2018 and Wild Tangents, included since April 2019. With the integration of the new
US game-titles in gamigo platforms, it is reasonable to expect an increase in user-base,
monetarization and awareness in gamigo European users of the US titles.

On the other hand, organic growth is expected by the updating of gamigo games and
the launch of new games. Trends recorded in users’ growth and spending per customer
of the top 10 games in gamigo portfolio have been the basis for our assumptions. The
number of users reached the average of 1.3m in Q2/2019 (+149% in monthly active
users) while monthly spending per customer reached EUR 46.1 (+1.1% in Q2/2019). On
these premise, we have assumed a steady growth in users for the end of the financial
years 2019 and 2020. The conversion rate, which lies in a good rank (7%-10% range
after 30 days) is assumed constant.

Revenue forecasts 2019 — 2021

Based on the monetization of gamigo portfolio and on the digital media development we
have forecasted € 74.5m total sales in the financial year 2019 for the MGI group. The
technology integrated and internally developed from gamigo is a strong edge to become
a market consolidator in PC MMOG-titles in Europe and North America. We expect that
the business in games will continues to be profitable, creating internal financial resources
able to cover the cost base and make investments to enhance the portfolio. The market
expectations for virtual-items and micro-transactions are also positive and include an
unchanged competitive situation.
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Starting from 2019, we have consolidated the companies Applift (offices in Tokyo,
Shanghai, San Francisco and Sao Paulo) and ReachHero, which has strengthened its
international sales team. For the whole media segment we have forecasted a CAGR
2019-2021 of 12% as their digital media advertising services (i.e. YouTube or Twitch)
have become more popular and effective. Accordingly, the MGI Management Board
forecasts annual sales in excess of € 20 million for the new acquired media companies in
the next years while the exisiting media companies adspree and Mediakraft will contrib-
ute with 10-15 million to the overall performance. Unique selling points (USPs) in B2B
are the advertising space on gamigo games, expertise on user acquisitions and scale
advantage. The cross-selling of digital advertising solutions will be reinforced with a
wider package.

Revenue forecasts 2019 — 2021 (in €m)

mGaming  Media 76.90
66.81
51.26
28.98
11.75
2018 2019e 2020e 2021e

Source: GBC AG

Development of the operating result in 2019 — 2021

Despite the deconsolidation and change in business focus in the financial year 2018, for
the first half of 2018 the operating result achieved was € 3.27m (previous year € 0.29m).
The acquisitions of Trion World Inc. assets, Wild Tangents Inc. along with ReachHearo
GmbH and Applift GmbH 2019 increased intangible assets and fixed assets amortiza-
tion. In H1/2019 alone, amortization and depreciation accounted for € 4.28m (€ 2.18m in
H1/2018), a figure that we expect to be higher for the years 2019 and 2020 to then be-
come flat in 2021.

Amortization 2018 — 2021e

14.50 14.50
13.00

2018 2019e 2020e 2021e

Source: GBC AG
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Along with the business expansion, the need for new employees becomes higher. Ac-
cordingly, we assumed high personal costs for the years 2019 and 2020 that, however,
in our view, should reduce its proportion on revenues to around 29% in 2021. Moreover,
the plan to expand user base also involves investments in marketing for the next two
years. In total, we have calculated € 14.19m total EBITDA in 2019 and € 20.48m in 2020.
Concrete cost saving from group synergies and efficiency are considered for the long
term.

EBITDA forecasts 2019 — 2021 (in €m)

22,94

2018 2019e 2020e 2021e
Source: GBC AG

As a result of the bonds issues (more than € 55m in total value), financial expenses rose
to € 1.96m in H1/2019. Including both bond interest outflows and financial costs related
to other liabilities, we have forecasted a steady increase in financial expenses for the
next two years. For the bottom line, the deconsolidation of the shareholding in solidare
real estate holding GmbH brought € 3.67m more in 2018. Without including further one-
off effects, we calculated an after-tax net profit of € -1.90m in 2019 and € 1.02m in 2020.

Financial Expenses Forecasts 2019 — 2021 (in €m)

4.73
4.36

2018 2019e 2020e 2021e

Source: GBC AG
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Valuation
Model assumptions

We have assessed MGI plc using a three-stage DCF model. Starting with the specific
estimates for the years 2019 to 2021 in phase 1, the outlook for 2022 to 2026 was de-
veloped in the second phase using value drivers. We expect increases in revenue of
10.0%. We have set 22.5% as the target EBITDA margin. We have included the tax rate
of 30.0% in phase 2. Additionally, at the end of the forecast horizon, a residual value is
determined in the third phase using the perpetual annuity. As the final value, we assume
a growth rate of 2.0%.

Determining the capital costs

The weighted average cost of capital (WACC) of MGl is calculated from the equity cost
and the cost of debt. The market premium, the company-specific beta, as well as the
risk-free interest rate have to be determined in order to determine the equity cost.

The risk-free interest rate is derived from the current structured interest rate curves for
risk-free bonds in accordance with the recommendations from the “Fachausschuss fir
Unternehmensbewertung und Betriebswirtschaft” (FAUB, Special Committee for Busi-
ness Valuation and Business Management) of the “Institut der Wirtschaftsprifer in
Deutschland e.V.” (Institute of Public Auditors in Germany). This is based on the zero
bond interest rate calculated using the Svensson Method published by the German Bun-
desbank. In order to compensate for short-term market fluctuations, the average returns
for the previous three months are used and the result is rounded up to the nearest 0.25
basis points. The value currently used for the risk-free interest rate is 1.00 %.

We set the historical market premium of 5.50 % as a reasonable expectation of the mar-
ket premium. This is supported by historical analyses of equity market returns. The mar-
ket premium reflects in a percentage the improved return expected from equity markets
relative to low-risk government bonds.

According to GBC estimates, a beta of 1.50 is currently determined. Using the premises
provided, the equity cost is calculated at 9.25 % (beta multiplied by risk premium plus
risk-free interest rate). As we assume a sustainable weighting of the equity cost of 80%,
the result is a weighted average cost of capital (WACC) of 8.45 %.

Valuation result

The resulting fair value per share at the end of the 2019 financial year corresponds to the
target price of EUR 1.90 and a BUY rating.
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DCF-model

Media and Games Invest plc - Discounted Cashflow (DCF) model

Value driver used in the DCF-model’s estimate phase:

consistency - Phase final - Phase
Revenue growth 11.5% Perpetual growth rate 2.0%
EBITDA-margin 21.5% Perpetual EBITA margin 16.2%
Depreciation on fixed assets 21.0% Effective tax rate in terminal value 30.0%
Working capital to sales 6.1%

Three-phase DCF - model:

Phase estimate consistency final

in mEUR FY19e FY20e FY21e| FY22e FY23e FY24e FY25e FY 26e | value
Revenue (RE) 80.11 98.59 11428 | 127.43 142.08 15842 176.64 196.95

Revenue change 126.2% 231% 159% | 115% 11.5% 115% 11.5% 11.5% 2.0%
Revenue to fixed assets 0.91 1.31 1.66 2.04 2.48 2.97 3.52 4.14

EBITDA 14.19 20.48 22.94 27.40 30.55 34.06 37.98 42.34
EBITDA-margin 17.7% 20.8% 201% | 215% 21.5% 215% 21.5% 21.5%

EBITA 1.19 5.98 8.44 12.90 17.42 22.01 26.78 31.82
EBITA-margin 1.5% 6.1% 7.4% 10.1% 12.3% 13.9% 152% 16.2% | 16.2%
Taxes on EBITA -0.24 -1.20 -1.69 -3.87 -5.22 -6.60 -8.03 -9.54

Tax rate 20.0% 20.0%  20.0% | 30.0% 30.0% 30.0% 30.0%  30.0% | 30,0%
EBI (NOPLAT) 0.95 4.78 6.75 9.03 12.19 15.40 18.74 22.27

Return on Capital 1.5% 5.8% 8.6% 11.9% 17.3% 23.3% 29.7%  36.5% | 38.1%
Working Capital (WC) -5.00 3.00 7.00 7.81 8.70 9.70 10.82 12.06

WC to sales -6.2% 3.0% 6.1% 6.1% 6.1% 6.1% 6.1% 6.1%
Investment in WC -3.96 -8.00 -4.00 -0.81 -0.90 -1.00 -1.12 -1.24
Operating fixed assets (OFA) 88.00 75.50 69.00 62.50 57.37 53.32 50.12 47.59
Depreciation on OFA -13.00 -1450 1450 | -1450 -13.13 -12.05 -11.20 -10.53
Depreciation to OFA 14.8% 19.2% 21.0% | 21.0% 21.0% 21.0% 21.0% 21.0%

CAPEX -26.43 -2.00 -8.00 -8.00 -8.00 -8.00 -8.00 -8.00

Capital Employed 83.00 78.50 76.00 70.31 66.07 63.02 60.93 59.65

EBITDA 14.19 20.48 22.94 27.40 30.55 34.06 37.98 42.34

Taxes on EBITA -0.24 -1.20 -1.69 -3.87 -5.22 -6.60 -8.03 -9.54

Total Investment -30.39 -10.00  -12.00 -8.81 -8.90 -9.00 -9.12 -9.24
Investment in OFA -26.43 -2.00 -8.00 -8.00 -8.00 -8.00 -8.00 -8.00
Investment in WC -3.96 -8.00 -4.00 -0.81 -0.90 -1.00 -1.12 -1.24
Investment in Goodwiill 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Free Cashflows -16.43 9.28 9.25 14.72 16.43 18.46 20.83 23.56 | 333.69

Value operating business (due date) 267,41  280.73 Cost of Capital:

Net present value explicit free Cashflows 78,30 75,63

Net present value of terminal value 189,12 205.10 Risk free rate 1.0%
Net debt 51.11 45.78 Market risk premium 5.5%
Value of equity 216.30  234.94 Beta 1.50
Minority interests -98.92 -107.45 Cost of equity 9.3%
Value of share capital 117.38 127.50 Target weight 80.0%
Outstanding shares in m 67.02 67.02 Cost of debt 7.0%
Fair value per share in € 1.75 m Target weight 20.0%
Taxshield 25.0%
WACC 8.5%
= WACC
= 79% 82% 85% 88% 9.1%
S 376% 228| 206 1.86 1.68 1.51
S 37.8% 2.31 2.08 1.88 1.70 1.53
e 381% 233 211 R 172 155
-g 38.3% 2.35 2.13 1.92 1.74 1.57
*  38.6% 2.38 2.15 1.94 1.76 1.59
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ANNEX

L.

Research under MiFID I

1. 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 is simultaneously made available to all interested investment services companies.

Section 1 Disclaimer and exclusion of liability
This document is intended solely for information purposes. All data and information in this study come from sources that GBC regards

as reliable. In addition, the authors have taken every care to ensure that the facts and opinions presented here are appropriate and
accurate. Nevertheless, no guarantee or liability can be accepted for their correctness — whether explicitly or implicitly, In addition, all
information may be incomplete or summarised. Neither GBC nor the individual authors accept liability for any damage which may arise
as the result of using this document or its contents, or in any other way in this connection.

We would also point out that this document does not constitute an invitation to subscribe to nor to purchase any securities and must not
be interpreted in this way. Nor may it nor any part of it be used as the basis for a binding contract of any kind whatsoever. or be cited as
a reliable source in this context. Any decision relating to the probable offer for sale of securities for the company or companies
discussed in this publication should be taken solely on the basis of information in the prospectuses or offer documents which are issued
in relation to any such offer.

GBC does not provide any guarantee that the indicated returns or stated target prices will be achieved. Changes to the relevant
assumptions on which this document is based can have a material impact on the targeted returns. Income from investments is subject
to fluctuations. Investment decisions should always be made with the assistance of an investment advisor. This document cannot
replace the role of an advisor.

Sale outside the Federal Republic of Germany:

This publication, if sold in the UK, may only be made available to those persons who, in the meaning of the Financial Services Act 1986
are authorised and exempt, or persons as defined in section 9 (3) of the Financial Services Act 1986 (Investment Advertisement)
(Exemptions) Decree 1988 (amended version) and must not be transmitted directly or indirectly to other persons or groups of persons.

Neither this document nor any copy of it may be taken into, transferred to or distributed within the United States of America or its
territories and possessions. The distribution of this document in Canada, Japan or other jurisdictions may be restricted by law, and
persons who come into possession of this publication should find out about any such restrictions and respect them. Any failure to
respect these restrictions may represent a breach of the US, Canadian or Japanese securities laws or laws governing another
jurisdiction.

By accepting this document you accept all disclaimers of liability and the restrictions cited above.

You can find the details of this disclaimer/exclusion of liability at:
http://www,gbc-aq.de/de/Disclaimer

Leqgal information and disclosures as required by section 85 of Securities Trading Act (WpHG) and Financial Analysis Directive

(FinAnV)

This information can also be found on the internet at the following address:
http://www,gbc-ag,de/de/Offenlegung,htm

Section 2 (I) Updates

A detailed update of the present analysis/analyses at any fixed date has not been planned at the current time. GBC AG reserves the
right to update the analysis without prior notice.

Section 2 (I) Recommendation/ Classifications/ Rating

Since 1/7/2006 GBC AG has used a 3-level absolute share rating system. Since 1/7/2007 these ratings relate to a time horizon of a
minimum of 6 to a maximum of 18 months. Previously the ratings related to a time horizon of up to 12 months. When the analysis is
published, the investment recommendations are defined based on the categories described below, including reference to the expected
returns. Temporary price fluctuations outside of these ranges do not automatically lead to a change in classification, but can result in a
revision of the original recommendation.
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The recommendations/ classifications/ ratings are linked to the following expectations:

BUY The expected return, based on the derived target price, incl. dividend payments within the
relevant time horizon is >= + 10%.
The expected return, based on the derived target price, incl. dividend payments within the
HOLD ; . .
relevant time horizon is > - 10% and < + 10%.
SELL The expected return, based on the calculated target price, incl. dividend payments within
the relevant time horizon, is <= - 10%.

GBC AG's target prices are determined using the fair value per share, derived using generally recognised and widely used methods of
fundamental analysis, such as the DCF process, peer-group benchmarking and/or the sum-of-the-parts process. This is done by
including fundamental factors such as e.g. share splits, capital reductions, capital increases, M&A activities, share buybacks, etc.

Section 2 (lll) Past recommendations
Past recommendations by GBC on the current analysis/analyses can be found on the internet at the following address:
http://www.gbc-ag.de/de/Offenlegung

Section 2 (IV) Information basis

For the creation of the present analysis/analyses publicly available information was used about the issuer(s) (where available, the last
three published annual and quarterly reports, ad hoc announcements, press releases, share prospectuses, company presentations,
etc.) which GBC believes to be reliable. In addition, discussions were held with the management of the company/companies involved,
for the creation of this analysis/these analyses, in order to review in more detail the information relating to business trends.

Section 2 (V) 1, Conflicts of interest as defined in section 85 of the Securities Trading Act (WpHG)

GBC AG and the analysts concerned hereby declare that the following potential conflicts of interest exist for the company/companies
described, at the time of this publication, and in so doing meet the requirements of section 85 of the Securities Trading Act (WpHG). A
detailed explanation of potential conflicts of interest is also listed in the catalogue of potential conflicts of interest under section 2 (V) 2.

In relation to the security or financial instrument discussed in this analysis the following possible conflict of interest exists:
(5a,11)

section 2 (V) 2, Catalogue of potential conflicts of interest

(1) At the time of publication, GBC AG or a legal entity affiliated with it holds shares or other financial instruments in the company
analysed or the financial instrument or financial product analysed. (2) This company holds over 3% of the shares in GBC AG or a legal
person connected to them.

(3) GBC AG or a legal person connected to them is a market maker or designated sponsor for the financial instruments of this company.
(4) GBC AG or a legal person connected to them has, over the previous 12 months, organised or played a leading role in the public
issue of financial instruments for this company.

(5) a) GBC AG or a legal entity affiliated with it has concluded an agreement with this company or issuer of the analysed financial
instrument in the previous 12 months on the preparation of research reports for a fee. Under this agreement, the draft financial analysis
(excluding the valuation section) was made available to the issuer prior to publication.

(5) b) After receiving valid amendments by the analysed company or issuer, the draft of this analysis was changed.

(6) a) GBC AG or a legal entity affiliated with it has concluded an agreement with a third party in the previous 12 months on the
preparation of research reports on this company or financial instrument for a fee. Under this agreement, the third party and/or company
and/or issuer of the financial instrument has been given access to the draft analysis (excluding the valuation section) prior to publication.
(6) b) After receiving valid amendments by the third party or issuer, the draft of this analysis was changed.

(7) The analyst responsible for this report holds shares or other financial instruments of this company at the time of publication.

(8) The analyst responsible for this company is a member of the company's Executive Board or Supervisory Board.

(9) The analyst responsible for this report received or purchased shares in the company analysed by said analyst, prior to the time of
publication.

(10) GBC or a related legal party has closed an agreement with the underlying company regarding consulting services during the
previous 12 months.

(11) GBC or a related legal party has a significant financial interest in the analysed company, for example to get mandated by the
analysed company or to provide any kind of services (such as the organization of fairs, roundtables, road shows, etc.).

(12) At the time of the financial analysis, the analysed company is in a financial instrument or financial product (e.g. certificate, fund,
etc.) managed or advised by GBC AG or its affiliated legal entity.
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Section 2 (V) 3, Compliance

GBC has defined internal regulatory measures in order to prevent potential conflicts of interest arising or, where they do exist, to declare
them publicly. Responsibility for the enforcement of these regulations rests with the current Compliance Officer, Kristina Bauer, Email:
bauer@gbc-ag.de

Section 2 (VI) Responsibility for report

The company responsible for the creation of this/these analysis/analyses is GBC AG, with registered office in Augsburg, which is
registered as a research institute with the responsible supervisory authority (Federal Financial Supervisory Authority or BaFin Marie-
Curie-Str. 24-28, 60439 Frankfurt, Germany).

GBC AG is currently represented by its board members Manuel Hélzle (Chairman) and J6rg Grunwald.

The analysts responsible for this analysis are:
Dario Maugeri, M.Sc., Financial Analyst
Cosmin Filker, Dipl. Betriebswirt (FH), Vice Head of Research

Other person involved:
Manuel Holzle, Dipl. Kaufmann, Head of Research

Section 3 Copyright

This document is protected by copyright. It is made available to you solely for your information and may not be reproduced or distributed
to any other person. Any use of this document outside the limits of copyright law shall, in principle, require the consent of GBC or of the
relevant company, should the rights of usage and publication have been transferred.

GBC AG

HalderstraBe 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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