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Entravision Communications Corporation (EVC)

After Positive Conference Comments, Still Reducing PT on Higher Interest Rates; Reaffirm Buy

James Dix, CFA (1) 917 292 4293  james.dix@industrycapitalresearch.com
We pull out a few points from EVC’s presentation on October 4 at a leveraged finance N BUY
conference and update our valuation primarily for macro inputs and secondarily for out year
broadcast segment assumptions. CFO Chris Young presented at the conference. Price at 10/4/23 (USD) 3.56
Near-term digital trends sound promising. EVC said that it was convinced that 2H would be much PrlceTarget 5.00
stronger than 1H, and it liked what it saw in 3Q, suggesting potential upside to our model, which 52-week range 3.42-1.33
assumes pro forma digital revenue +19% in 3Q and +18% in 4Q, vs. +15% in 1Q and +18% in 2Q.
EVC said that it hoped to get digital OCF margins to high single digits in the next 6 months through Performance (%) im 3m 12m
opex initiatives. We model digital OCF margin of 4.1% for 3Q, 7.3% for 4Q and 6.4% for 2023.
Absolute 5 2 17
Digital growth initiatives seem likely to center on new platforms and/or new geographies. S&P500 -6 4 1
EVC said it hopes to have updates on some of these in a few weeks. Geographic expansions with
Meta appear to be more likely than with TikTok, per conference comments. MarketCap(USDm) 313
Comments continued bullish tone for Smadex. EVC said that 2H would look dramatically Shares wﬁtandmg(m) %.3
different for Smadex. Our 2Q note flagged that Smadex appeared to be turning a corner to solid Float(%) 89
double-digit growth. Smadex revenue was down 11% in 1Q and down 12% in 2Q, and we infer that
in 2H it could return toward the type of surprisingly strong growth it saw last year. Average volume 353,593
S&P500 4,263.8

Broadcast could benefit from stronger advertising trends. EVC said auto ad spending (27% of 2Q
TV advertising) has been healthy, with no effects from the UAW strike, in part because of spending Forecasts and I'atiOS
by foreign makes, and that some large local radio advertisers that cut in 2Q came back in 3Q. EVC

reaffirmed that it was soft-circling ~$40m in total political for 2024 (we model $29m); surprisingly, Year ended 12/31 2022A 2023E 2024E

EVC has just started to see some meaningful political orders. As to retransmission revenue, EVC

said it expects low single digital percent growth; we model ~2% growth for both 2023 and 2024. 1QEPS (USD] 0.02 0.02 0.08
2QEPS (USD) 0.10 -0.02 0.02

Conference still does not leave us expecting big M&A, or changes in capital allocation or
leverage. Credit agreement leverage of ~2x is no issue versus the covenant of 3.5x (net of $50m of 3QEPS (USD) 0.11 -0.02 0.10
cash). EVC said that the dividend, currently at a yield of ~5.5%, appears to be at the right level.

4QEPS (USD) 002 0B ol
Our valuation range drops by ~$0.50 per share on a higher risk-free rate, partially offset by FYEPS (USD) 021 0.11 031
higher out-year broadcast growth assumptions; our lower PT still offers ~40% upside. See Fig.
1. At the start of each month, we review U.S. Treasury 10-year rates and the U.S. market risk %Change -38% -46% 179%
premium. Higher rates are driving up our DCF discount rates. However, we see broadcast growth,
especially for TV, in 4-year cycles, and believe that our 2027 growth assumptions were a bit low P/E (X) 173 317 114
after our cuts to 2023E advertising growth post EVC’s 2Q23 results. EV/EB”DA (X) 44 63 43
Reducing price target to $5.00 from $5.50; risks on page 2. Our PT is supported by a DCF Revenue (USDm) 9562 11113 12624
valuation based on explicit financial forecasts through 2028.

% Change 26% 16% 14%

ANALYST CERTIFICATIONS AND IMPORTANT DISCLOSURES ARE LOCATED IN THE APPENDIX. Industry Capital
Research does and seeks to do business with companies covered in its research reports. Thus, investors should be aware that the firm
might have a conflict of interest that could affect the objectivity of this report.

James Dix, CFA
www.industrycapitalresearch.com
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Investment Thesis and Valuation: Buy With $5.00 Price Target

Positives supporting our Buy rating include: 1) EVC’s share price is not fully capturing the potential of its digital media assets because
their higher growth, different business models and strategic options are more difficult for investors to assess; 2) higher post-pandemic
broadcast margins, stability of TV retransmission revenue (35% of 2022E EBITDA) and secular growth of political advertising revenue
(31% of 2022E EBITDA), and potential monetization from future spectrum auction (as in 2017) reduce the operating risk profile of
overall business; 3) pro forma net debt leverage under 2x and close to 10% free cash flow yield give senior management strategic
flexibility; and 4) our DCF valuation supports sufficient stock price upside over the next 12 months.

Our DCF-based 12-month price target is a weighted average of projected equity valuations at year-end 2023 and 2024. In structuring
our DCF, first we adjust the current net debt for the value of any estimated payments remaining on the acquisitions (e.g., earnouts)
and noncontrolling interest. Second, we adjust the current net debt by the estimated free cash flow to be generated by each valuation
date. Finally, we value EVC both using a weighted average cost of capital (WACC) reflecting its own stock price trading and using
separate WACCs for its broadcast and digital media businesses based on sector comparables, applied to separate free cash flow
forecasts for each of these businesses. The results of these two methods set the range for our valuation. Note that in our DCF, for our
terminal value estimates, we assume that capex equals D&A, which results in a substantially higher capex estimate than in our financial
statement forecasts because capex should be like D&A for a terminal value forecast, to support the need for an asset base in
perpetuity.

Risks to our investment thesis include: 1) impact of new incoming CEO and change in voting control on company’s strategy and pursuit
of potential longer-term options, including sale of all or a portion of the company, 2) sensitivity of EVC’s advertising-based businesses
to macroeconomic shocks, such as a recession, 3) volatility and profitability of EVC’s digital media business, given its increasing focus
on emerging markets, its dependence on a small number of commercial relationships with media tech platforms, and increasing
competition, 4) secular challenges and potentially increasing competition from TelevisaUnivision for EVC’s broadcast media business,
and 5) risk-off market sentiment as an overhang for valuation of EVC's fast-growing, less mature digital advertising businesses.

Entravision Communications Corporation (EVC) 2
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Figure 1: Our discounted cash flow valuation range drops to $4.50-$5.00 per share

Update October 4, 2023

EBITDA CAGRs
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Entravision Communications

Summary of Changes to Forecast and Valuation

fin § million except unit data] 2023 DCF Valuation
CAGRs Rev EBITDA Low

Prior T 1,111.3 75.3| 45.00
Current 1,111.3 75.3] 54.50

Delta 0.0 0.0] (50.50)

4.6% 9.4% 10.4% T.4%
4.5% 97%m 115% 7.8%
-0.1% 0.3% 1.1%  0.4%

Entravision Communications Corporation (EVC)
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Entravision DCF analysis
S in millions except per share amounts

ASSUMPTIONS
Current YE 2023 YE 2024 Risk Free Rate 4697 CAGRs
Firm Value 542 555 536 Equity Premium 447%) 2018-22  2020-24  2022-26  2024-28  2027-28
(+) Total Net Debt 163 141 73 Assumed LT Growth Rate (g) 0%\EBITDA 18% 16% 6% 5% 19%
(+) Hidden Value (inc. NOLs) 9 9 9 MV of Equity Calculation FCF to Firm 43% 11% 6% 5% 18%
(-) Options (Claims on Entravisior 007 0.0 0.0 Share Price $3.85 CAGRs
Outstanding Shares 903 2019-23  2021-25  2023-27
Common Equity Value 3877 4219 .1 MV of Equity 347.5 |EBITDA 16% 5% 11%
Estimate MV of Debt Calculation FCF to Firm NM 10% 16%
Shares Outstanding 903) 903 903 Interest Expense 6.9
Current Cost of Debt 6.0%)
Current Share Price $3.85 $3.85 $3.85 Wgtd Avg Maturity of Debt
BV of Debt 163.2
Value Per Share $4.30 $4.67 $5.23 Estimate MV of Debt 1632
12-month $5.00
12-month (SoTP) $4.50
Discounted Cash Flow 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 Terminal
EBITDA 54.0 42 60.4 8.2 103" 753 111 107.8 1320 1123 1334
EBIT 378 246 431 65.7 714 488 732 67.2 8717 67.2 86.1 76.6
Less Cash Taxes (113) (74 (129 (197 (32 (146)  (20)  (202) (63 (201 (258 (268)
Plus D&A 163 16.6 173 24 257 265 379 40.6 43 45.1 473 473
Less Cap Ex (170 (253) (95) (56) (115  (160) (1200  (126) (133 (139  (146) (473)
Less Increase in WC (9.4) (8.7) 87 (15.5)‘ (0.3}‘ (43) (5.1) (5.1) (6.2) (5.1) (6.4) (5.7)
Free Cash Flow to Firm 163 (0.1) 46.6 473 68.1 403 720 69.9 86.2 73.1 86.6 4.1
Tax Rate 3009 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 35.0%
Net Debt 163
Leverage Mult. 2%
D/Equity 47%
D/EV 3%
E/EV 68%
Unlevered Beta 124 N
Levered Beta 153
D/Equity (long-term target) 33%
Cost of Debt (AT) 428
Cost of Equity 159
WACC 9.7% 10% 10% 10% 10% 10% 10% 10% 10% 10%
PV of CF 68.1 36.8 59.8 529 59.5 46.0 497
36.8 59.8 529 59.5 46.0 49.7
65.6 581 653 505 545
Current YE 2023 YE 2024 63.7 716 554 59.8
Sum of PV 304.7 2939 250.5 4542
PV of Terminal Value 2316 260.6 2859
NPV of all CF 5423 554.6 536.4

3x EBITDA
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APPENDIX

Additional information relative to securities, other financial products or issuers discussed in this report is available upon request.

COMPANY-SPECIFIC DISCLOSURES

The following disclosures relate to relationships between Industry Capital Research and the company covered by Industry Capital Research and referred to in
the research report (the “Company”).

The Company in this report is a participant in an issuer-paid research program by which Industry Capital Research receives compensation from the Company.
Additional details of this program, including compensation rate information, are available at www.industrycapitalresearch.com. No part of the Industry

Capital Research compensation was, is, or will be directly or indirectly related to any specific recommendation or views expressed by the analyst in this
research report.

Industry Capital Research and/or its affiliate(s) does not make a market in securities issued by the Company.

RESEARCH ANALYST CERTIFICATION

The analyses and recommendations expressed in this research report accurately reflect my personal views and true opinions about the subject securities or
issuers. No part of my compensation was, is, or will be directly or indirectly related to any specific recommendations or views expressed in the research
report and/or any public appearance.

The author of this report (or a member of his/her household) has a direct ownership position in securities issued by the Company or derivatives thereof. No
order that would have the effect of changing this position will be executed until five days after the release of this report.

ANALYST CREDENTIALS, PROFESSIONAL DESIGNATIONS, AND EXPERIENCE

The author, Director of Research at Industry Capital Research, is a CFA® charterholder who has 18 years of experience as an analyst at U.S. broker-dealers
covering the media sector, was rated #2 Stock Picker in U.S. Media for 2016 by Thomson Reuters, holds a BA (Economics) and MBA from the University of
Chicago and a JD from the University of Virginia, and is a member of the Beta Gamma Sigma and Phi Beta Kappa honor societies.

CONTINUING COVERAGE

Unless otherwise noted through the termination of coverage or change in analyst, the analyst who is the author of this report will provide continuing
coverage of the Company through the publishing of research available through the Company and Industry Capital Research’s distribution lists, website, and
third-party distribution partners.
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Historical Recommendations and Target Prices: Entravision Communications (ticker: EVC)
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1 7/6/21 Initiated Buy @ $6.76, Target Price $9.00
2 8/6/21 Reaffirmed Buy @ $6.15, Target Price $9.00
3 9/2/21 Reaffirmed Buy @ $7.75, Target Price $10.00
4 10/5/21 Reaffirmed Buy @ $7.60, Target Price $10.00
5 11/5/21 Reaffirmed Buy @ $8.83, Target Price $10.50
6 12/20/21 Reaffirmed Buy @ $6.40, Target Price $10.00
7 2/2/22 Reaffirmed Buy @ $5.87, Target Price $8.00
8 3/4/22 Reaffirmed Buy @ $6.42, Target Price $8.50
9 4/15/22 Reaffirmed Buy @ $5.53, Target Price $8.50
10 5/6/22 Reaffirmed Buy @ $5.14, Target Price $8.00
11 6/9/22 Reaffirmed Buy @ $5.16, Target Price $8.00
12 8/25/22 Reaffirmed Buy @ $5.52, Target Price $7.50
13 11/3/22 Reaffirmed Buy @ $4.69, Target Price $7.00
14 1/27/23 Reaffirmed Buy @ $6.33, Target Price $7.50
15 5/5/23 Reaffirmed Buy @ $5.87, Target Price $7.00
16 8/4/23 Reaffirmed Buy @ $4.49, Target Price $5.50
17 10/4/23 Reaffirmed Buy @ $3.56, Target Price $5.00

Ratings Definitions
BUY: total return expected is >15% over a 12-month period
HOLD: total return expected is between 15% and -15% over a 12-month period
SELL: total return expected is <-15% over a 12-month period

The target prices of shares mentioned in the accompanying text are based on the assumed investment horizon of 12 months. If company notes

are published on these shares in the future, the target prices mentioned in the subsequent notes will have priority.
Entravision Communications Corporation (EVC)
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Global Disclaimer

The information and opinions in this report were prepared by Dix Consulting, LLC, a New York Limited Liability Company doing
business as "Industry Capital Research" or one of its affiliates (collectively “Industry Capital Research”). The information herein is
believed by Industry Capital Research to be reliable and has been obtained from public and non-public sources believed to be
accurate and reliable, but Industry Capital Research does not represent that the information herein is accurate or complete, and it
should not be relied on as such.

All statements or opinions contained herein that include the words "we", "us", or "our" are solely the responsibility of Industry
Capital Research and do not necessarily reflect statements or opinions expressed by any person or party affiliated with the
Company mentioned in this report.

Industry Capital Research may have published, and may in the future publish, other research reports that are inconsistent with, and
reach different conclusions from, the information provided in this report. Industry Capital Research is under no obligation to bring
to the attention of any recipient of this report any past or future reports.

Industry Capital Research, its officers, employees, and members of their households, or any one or more of them, and their
discretionary and advisory accounts, may have a position in any security discussed herein or in related securities and may make,
from time to time, purchases or sales thereof in the open market or otherwise. The author of this report will not cause to be
executed any order that would change a position in a security of the Company discussed herein in a manner that is contrary to, or
inconsistent with, the most recent published recommendations or ratings of Industry Capital Research.

Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of this report. They
do not necessarily reflect the opinions of Industry Capital Research and are subject to change without notice. Industry Capital
Research has no obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any
matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes
inaccurate, except if research on the subject Company is withdrawn.

This report is provided for informational purposes only. It is not to be construed as an offer to buy or sell or a solicitation of an offer
to buy or sell any financial instruments or to participate in any particular trading strategy in any jurisdiction.

Investors should consider this report as only a single factor in making their investment decision. The financial instruments
discussed in this report may not be suitable for all investors and investors must make their own investment decisions using their
own independent advisors as they believe necessary and based upon their specific financial situations and investment objectives.
Investors should consider whether any advice or recommendation in this research is suitable for their particular circumstances and,
if appropriate, seek professional advice, including tax advice. This report is not to be relied upon as a substitute for the exercise of
independent judgment. No judgment is hereby expressed or should be implied as to the suitability of any security described herein
for any specific investor or any specific investment portfolio.

Prices and availability of financial instruments are subject to change without notice. If a financial instrument is denominated in a
currency other than an investor’s currency, a change in exchange rates may adversely affect the price or value of, or the income
derived from, the financial instrument, and such an investor effectively assumes currency risk. In addition, income from an
investment may fluctuate and the price or value of financial instruments described in this report, either directly or indirectly, may
rise or fall. Past performance is not necessarily indicative of future results, and a loss of capital may occur.

This report may not be reproduced, distributed or published by any person for any purpose without Industry Capital Research's
prior written consent. Please cite source when quoting.
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