


Will cycles continue as usual or is this one different?

Publishing value/transaction market cycles

The deal flow and valuations on publishing
company transactions have run in a fairly pre-
dictable cycle for years. Cribb, Greene & Associ-
ates has tracked a number of these cycles over
the past eighty-five years, with the most recent
full cycle in the 1991 to 2001 period and the cur-
rent cycle which started in the Fall of 2001.

Typically a cycle begins with a sharp drop in
both values and the number of transactions.
Sixteen years ago in our 1991 issue of The Cribb
Report we reported on the drop which started
that cycle (see inset below):

We think the lesser impact on values is due to
the strength of mid and small market papers.
Competition from the Internet and elsewhere im-
pacts small papers last, and their dependence on
national advertising is minimal, unlike the situ-
ation facing larger daily newspapers. There is a
slow realization that quality content is valuable —
as provided by mid and small newspapers. Local
news is hard to commoditize.

The overview is that the large newspaper values
have dropped sharply — but mid and small values
have only backed off somewhat, which means we

“There are a number of factors contributing to this decline in value [of all publishing
companies]... the most significant being the reduction of daily newspaper values. The
declining earnings of many dailies in the last year or two caused stock values of pub-
licly traded companies to drop, which in turn, worried investors in print media. This
led to less investor dollars and less newspaper company dollars invested in print media
businesses. In addition, the S&L fiasco and general recession type conditions caused a

tightening of all investment moneys.”

-The Cribb Report, Fall 1991

Sounds eerily familiar, doesn’t it?

These cycles typically last eight to ten years,
with the last full value cycle starting in 1991 and
ending in 2001. A sharp drop in values and deal
flow is followed by a slow return to steady num-
bers of transactions at historic price levels. After
the 2001 drop, sales were very slow in 2002 and
2003, then returned to ride the crest of the wave
at more normal values and number of transac-
tions. We are in year seven of the current cycle...
but this one may be different.

Most of the publicly traded newspaper compa-
nies and large metro newspapers have had sharp
declines in value compared to a year ago. But
in the current market the mid and small papers
have not been impacted to the same degree. Cer-
tainly strategic purchases (buying a competitor
or neighboring paper) are far more important in
driving values and deals than in the past. These
smaller newspaper operations have not dropped
off as much in value. However, late in 2007 there
has been a notable decline in the buyer pool.
Some of that pullback is attributed to compa-
nies currently focusing on their own operations
versus actively buying. Another factor is that the
reins on transaction financing have been tight-
ened considerably.

may not see a drop of all values as the cycle comes
full circle in the next few years. We think the mid
and small market papers will stabilize, likely at a
somewhat lower-than-historic value range, with
strategic deals still driving the high end, and non-
strategic deals at the low end.

Cribb, Greene New Media affiliates among Best Young Entrepreneurs

Kyle Redinger and Francesco DeParis, the
New Media affiliates of Cribb, Greene &
Associates, were named as top 25 finalists
in Business Week’s Best Young Entrepre-
neurs 2007. Redinger and DeParis, both 24,
founded Deparis Redinger earlier this year
to provide merger and acquisition services
in the New Media space.

Prior to founding their firm,
Kyle worked for Microsoft as
an equity and commodity an-
alyst. Francesco also worked
for Microsoft on merger and
acquisitions in their Treasury
Group.

Kyle has been invited to
write a blog for the Newspa-
per Association of America,
and his comments on the
Future of Newspapers can be
found at naa.org.

Cribb, Greene and DeParis

Redinger, DeParis Business Week Entrepreneurs

Redinger are actively explor- Kyle Redinger

ing New Media acquisitions and locating digital
companies that complement traditional media.
Traditional newspaper companies are under-
standing more that New Media provides a great
opportunity in alternate distribution systems.
The blend of “new” and “traditional” media is
accelerating.

Francesco DeParis

Thoughts from a futurist

The World Association of Newspapers held
a meeting in the Fall of 2007 titled “Futurists
Envision the Newspaper in 2020.” Panelist
Richard Watson, the Future Exploration Net-
work, Australia had this to say:

“Indeed, the more that life becomes globalised,
digital and virtual, the more, I would argue,
people will seek out products like newspapers
that slow things down a little and tell us what’s
important and what’s not, especially at a local
level. And let’s also not forget that physical
newspapers, like books, are superb examples
of industrial design, which, if invented today,
would be greeted as a miracle innovation. They
don’t need power, there’s no screen glare, they
don’t crash and when you're finished with them
they can be safely recycled.”

“Normalized” EBITDA explanation

The Cribb, Greene Report presents current
and accurate valuation multiples for news-
paper and publishing companies. In order to

EBITDA Definition

EBITDA (Earnings Before Interest, Taxes, Deprecia-
tion, Amortization) is also known in the merger and
acquisition field as “Cash Flow.” Looked at on an
annual basis, EBITDA /Cash Flow is the true operat-
ing profit of a business.

The components of EBITDA /Cash Flow:

*Net profit (or loss)

eInterest expense

eIncome taxes (not payroll)

e Depreciation

* Amortization

eExtraordinary costs*
*Examples of extraordinary costs could include sal-
ary to an owner that is higher than that of a normal
manager salary, or other costs charged to the busi-
ness but not true operating costs.

provide the most usable values for publication
owners and buyers, we are clarifying “EBITDA”
as “normalized” EBITDA.

Many publishing companies either operate at
a much lower than normal EBITDA margin, or
occasionally at a higher margin. Often it is read-
ily apparent to a buyer that a lower or higher
EBITDA margin will change to a more normal
margin under new ownership. Buyers then tend
to apply an EBITDA multiple based on more
normal margins.

An extreme example would be a publication
with zero or negative EBITDA. Application of
an EBITDA multiple to zero results in a value of
zero — which is not the case in reality. A buyer
would typically determine what
the EBITDA margin could be un-
der new ownership, and apply a
normal multiple, hence “normal-
ized” EBITDA.
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Cribb, Greene & Associates
is pleased to offer our congratulations to:

The Corn Family The Glassman Family The Musser Family Pioneer Newspapers
who sold IWNANNA who sold a nine who sold the Real who exchanged the
Asheville, NC newspaper weekly Estate Journal, Havre, MT Daily
and Greenville, cluster, Peoria, IL to Bloomsburg, PA to News for the Teton
SC to Fayetteville GateHouse Media, Inc. the Walser Family Valley News, Driggs,
Publishing Co. 1D
CRIBB CRIBB CRIBB CRIBB
GREENE GREENE GREENE GREENE
& ASSOCIATES & ASSOCIATES & ASSOCIATES & ASSOCIATES
The Diederich Robb Hicks and Tom Gemini Newspapers, Crescent Media
Trust who sold the Mullen who sold Inc. who sold the Group who sold
Northern Neck the Seaside Signal CLWM, the Citizen-News
Group, Virginia to Seaside, OR to Quincy, FL to Phenix City, AL
Lakeway Publishers, Country Media, Inc. Landmark to Family Media
Inc. Community Group
Newspapers
CRIBB CRIBB CRIBB CRIBB
GREENE GREENE GREENE GREENE
& ASSOCIATES & ASSOCIATES & ASSOCIATES & ASSOCIATES
The Ewing Family who The Cole Family Gemini Newspapers Larry Lucieer and
sold the Canandaigua who sold Powhatan who sold the Gadsden partners who sold
Daily Messenger and Today, Powhatan, County Times, Quincy, Adnet Community
Rochester, NY weekly VA to Media FL to Landmark News, Rochester, NY
cluster to GateHouse General, Inc. Community to GateHouse Media,
Media, Inc. Newspapers Inc.
CRIBB CRIBB CRIBB CRIBB
GREENE GREENE GREENE GREENE
& ASSOCIATES & ASSOCIATES & ASSOCIATES & ASSOCIATES
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