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Figure	2:	EVC	Investment	Thesis,	Metrics	and	Valuation	Summary	

	

Source:	Yahoo	Finance,	NASDAQ,	company	data	and	Industry	Capital	Research	estimates	
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Investment	Thesis	

EVC	shares	have	easily	outpaced	the	broadcasting	media	sector	since	the	beginning	of	4Q20,	begging	the	question	of	how	much	
juice	is	left	in	the	squeeze	for	EVC:	quite	a	bit,	in	our	view.	This	is	based	largely	on	the	potential	for	EVC’s	most	recent	digital	media	
initiatives	to	grow	bigger	than	expected,	and	the	valuation	upside	this	would	support.	

	Why	buy:	

• EVC’s	share	price	 is	not	 fully	capturing	1)	 the	 impact	of	 the	Cisneros	 Interactive	 (“Cisneros”)	acquisition	announced	on	
10/15/20,	or	the	MediaDonuts	acquisition	announced	on	6/9/21,	because	the	higher	growth	they	are	injecting	into	EVC’s	
digital	 segment	 is	 more	 difficult	 to	 forecast.	Cisneros’	 triple-digit	 revenue	 growth	 since	 the	 4Q	 closing	 actually	 reflects	
exploitation	of	a	key	strategic	benefit	that	EVC	has	brought	to	the	table—lending	balance	sheet	support	for	financing	many	
of	Cisneros’	emerging	markets	advertising	clients.	Reflecting	management’s	view	of	the	importance	of	digital	media	to	the	
company’s	 future,		 the	 company	 has	 for	 years	 cut	 its	 teeth	 on	 a	 number	 of	 digital	 acquisitions,	 often	with	 international	
operations.	Now,	the	dynamic	of	EVC’s	supporting	growth	of	emerging	markets	digital	businesses	echoes	the	support	that	
Univision	gave	EVC	in	expanding	in	smaller	U.S.	Hispanic	markets.	The	Cisneros	deal	appears	to	be	serving	as	a	template	for	
others,	such	as	MediaDonuts.	

	

• EVC’s	 lower	 post-pandemic	 expense	 base	 looks	 sustainable,	 adding	 a	 margin	 of	 safety	 for	 the	 secularly	 challenged	
broadcast	 businesses.	We	estimate	that	 the	company’s	COVID-19	expense	cuts	 last	year	were	roughly	$30	million	on	an	
annualized	basis,	primarily	 from	over	20%	 reductions	 in	headcount	at	 the	broadcast	media	businesses.		We	assume	 that	
most	of	these	cuts	are	permanent.	This,	plus	the	addition	of	Cisneros’	growing	Latin	American	business,	has	substantially	
reshaped	the	operating	expense	base	of	the	company.	The	broadcast	expense	cuts	should	continue	to	bolster	TV	segment	
operating	cash	flow	(OCF)	margins,	which	were	near	historic	highs	in	2020,	and	provide	a	recovery	for	radio’s	OCF	margin	to	
the	10-20%	range	from	merely	breakeven	in	recent	years.		

	

• Operating	risk	at	the	core	U.S.	media	business	should	be	ebbing	for	2021-22,	on	the	cyclical	rebound	in	the	U.S.	Hispanic	
economy	and	associated	advertising		and	the	continuing	secular	growth	of	political	advertising	targeting	the	U.S.	Hispanic	
population.	EVC	generated	record	political	advertising	in	2020	and	our	forecast	assumes	that	political	advertising	in	2022	
will	beat	that	in	2018.	

	

• Stability,	if	not	growth,	of	net	retransmission	fee	revenue	(61%	of	2020	EBITDA)	and	pro	forma	net	debt	leverage		under	
2x	 enhance	 management’s	 longer-term	 options.	 For	 its	 origins	 as	 a	 broadcast	 business	 subject	 to	 secular	 shifts	 of	
advertising	 to	 digital	 platforms,	 EVC’s	 model	 provides	 substantial	 tactical	 and	 strategic	 flexibility.	 EVC’s	 business	 is	 not	
typically	capital-intensive,	and	net	operating	loss	(NOL)	carry-forwards	have	kept	cash	taxes	modest,	and	should	do	so	for	at	
least	the	next	few	years.	As	a	result,	EVC’s	high	conversion	of	EBITDA	to	FCF—71%	in	2020—is	likely	to	continue,	allowing	
FCF	 to	 comfortably	 cover	 dividends	 and	 share	 repurchases.	 Pro	 forma	 net	 debt	 leverage	 is	 a	 low	 ~1.7x	 adj.	 EBITDA	
(reflecting	estimated	earnout	payments	for	MediaDonuts	but	only	51%	of	the	EBITDA	from	Cisneros),	giving	the	company	
the	 flexibility	 to	 exercise	 its	 option	 to	make	what	 could	 be	 an	 accretive	 completion	 of	 the	 Cisneros	 acquisition	 through	
buying	in	the	49%	minority	interest	at	a	price	of	6x	LTM	EBITDA.		
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• Fundamental	 valuation	 supports	 substantial	 stock	price	 upside	over	 the	next	 year.	Our	discounted	cash	 flow	valuation	
allocates	roughly	half	of	its	target	value	to	the	digital	segment,	which	generated	just	4%	of	adjusted	EBITDA	last	year.	This	
analysis	supports	our	view	that	something	is	changing	at	EVC	that	is	still	not	fully	reflected	in	its	stock	price.		

	
Figure	3:	EVC	Shares	Have	Outperformed	Broadcasting	Sector	Since	Last	Fall	

	

Note:	Prices	indexed	to	1.00	based	on	closing	price	at	9/30/20.	Broadcasting	Sector	Index	is	equal-weighted	median	of	stocks	in	Broadcasting	sub-sector	of	
Communications	Services	sector.	Source:	Yahoo	Finance,	MSCI,	S&P	Global	and	Industry	Capital	Research		

The	bigger	risks	to	our	thesis	would	appear	to	be	the	potential	volatility	of	the	recently	acquired	digital	businesses,	which	target	
emerging	markets,	and	potential	competition	in	TV	from	direct-to-consumer	offerings	by	Univision.		

• The	 broadcast	 business	 seems	 a	 melting	 ice	 cube,	 under	 the	 hot	 breath	 of	 increasing	 competition	 from	 TV	 network	
programming	supplier	Univision.	We	expect	the	TV	segment	to	account	for	the	majority	of	the	company’s	OCF	for	the	next	
few	years,	with	2020’s	cost	cuts	providing	an	upward	reset	for	OCF	margins.	Prior	to	the	pandemic,	the	company	had	been	
under	margin	 pressure	 in	 all	 three	 of	 its	 segments.	Modest	 TV	 core	 ad	 revenue	 declines	 contributed	 to	 TV	OCF	margin	
declines,	 as	historically	 the	 company	has	needed	 roughly	2%	 revenue	growth	 to	maintain	TV	margins.	As	 to	 competitive	
dynamics,	the	recent	Univision-Televisa	merger	should	result	 in	a	more	coherent	programming	strategy,	helping	EVC’s	TV	
station	group,	 and	 the	 risks	 from	streaming	 seem	no	greater	 for	EVC	 than	 for	other,	predominantly	 English-language	TV	
station	groups.	EVC’s	stations	reach	roughly	4	million	U.S.	Hispanic	households,	delivering	roughly	25%	of	the	distribution	of	
Univision’s	 leading	 Spanish-language	 network	 under	 the	master	 affiliation	 agreement	 extending	 through	 2026,	 part	 of	 a	
long-standing	relationship	with	Univision	reinforced	by	Univision’s	owning	a	roughly	11%	non-voting	equity	stake	in	EVC.	
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• Digital	media	business	could	be	volatile,	given	its	 increasing	focus	on	emerging	markets	and	its	dependence	on	a	small	

number	of	relationships	with	digital	ad	platforms,	Facebook	in	particular.	As	an	intermediary	in	the	planning	and	buying	of	
digital	 media	 for	 emerging-market	 clients,	 Cisneros	 generates	 most	 of	 its	 revenue	 through	 purchases	 on	 key	 platform	
partners,	Facebook	being	by	far	the	most	prominent.	MediaDonuts	has	a	similar	reliance	on	key	ad	platform	partnerships.	
The	higher	risk	of	this	type	of	business	contributes	to	our	higher	discount	rate	for	EVC’s	digital	segment	in	our	valuation.	

 	
• Low	 chance	 of	 exit.	A	 lesson	 of	 our	 age	 is	 that	 investors	 love	 liquidity,	 and	 one	 path	 to	 liquidity	 at	 scale	 is	 sale	 of	 the	

company.	Alas,	EVC’s	trail	to	sale	to	Univision	as	part	of	general	media	industry	consolidation	appears	cold.	Although	there	
are	 risks	 to	 management	 succession,	 given	 that	 EVC’s	 CEO	 has	 held	 his	 post	 since	 1996	 and	 has	 voting	 control	 of	 the	
company	through	super-voting	Class	B	stock,	EVC’s	C-suite	has	a	few	other	20+	year	veterans	who	should	help	put	investors	
at	ease.		

 	
• Stock	has	had	a	big	run	off	 the	bottom	last	year,	with	one	former	top-10	holder	recently	exiting.	Shares	have	certainly	

recovered	in	anticipation	of	a	strong	rebound	to	the	hard-hit	U.S.	Hispanic	advertising	market,	but	our	thesis	depends	more	
on	execution	against	the	potential	for	the	digital	media	business,	particularly	outside	the	U.S.	

	
	
Figure	4:	In	Revenue	Mix,	TV	Hands	The	Baton	To	Digital	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	5:	TV	Should	Remain	Majority	Of	OCF	For	A	Few	Years	

	

Source:	Industry	Capital	Research	estimates	and	company	data	

Figure	6:	2020	Reshaped	Opex	Base	Through	Cost	Cuts	And	Cisneros	Acquisition	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	7:	2020	Cut	U.S.	Workforce	by	Over	20%	and	Pushed	Mix	To	~40%	International	

	

Source:	Industry	Capital	Research	estimates	and	company	data	

Figure	8:	Margin	Pressure	From	Lower	Revenue	Pre-2020	&	Higher	Digital	Mix	Post-2020	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	9:	Low	Capex	&	Cash	Taxes	Should	Help	Maintain	High	FCF/EBITDA	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Estimates	

Figure	10:	COVID-19	Comp	and	Cisneros	Surge	To	Drive	Huge	2Q	Acceleration	

1Q	results	were	above	plan,	led	by	a	surge	in	revenue	at	Cisneros	
helped	 by	 the	 increased	 billing	 support	 the	 business	 can	 now	
provide	 its	clients	as	a	part	of	EVC.	The	extraordinary	collapse	in	
EVC’s	 business	 starting	 in	March	 2020	 because	 of	 the	 pandemic	
created	 uncharacteristic	 pacing	 data,	 so	 that	 1Q	 revenue	 growth	
finished	 substantially	 higher	 than	 the	 pacing	 given	 on	 the	 4Q20	
earnings	call.		

2Q	 should	 benefit	 from	 a	 more	 than	 doubling	 of	 revenue	 at	
Cisneros	as	well	as	 the	mother	of	all	easy	comps	 for	 the	 rest	of	
EVC’s	business	 from	last	year’s	 lockdowns.	Putting	growth	in	the	
context	of	a	 two-year	CAGR	 is	particularly	helpful	 this	year,	given	
the	unusual	COVID-19	comps.	The	9%	core	advertising	growth	that	
TV	posted	in	1Q	nudged	the	2-year	CAGR	just	slightly	positive.	Our	
49%	TV	core	ad	growth	assumption	for	2Q	would	leave	the	2-year	
CAGR	 in	 fact	 at	 -6%,	 which	 could	 be	 conservative,	 suggesting	
potential	 topline	 upside.	 Potential	 disruption	 to	 Copa	 America	
from	the	pandemic	could	put	perhaps	$1	million	of	ad	revenue	at	
risk	 for	the	TV	segment	 in	2Q	and	3Q.	Although	our	forecast	 is	 in	
line	with	pacings	calling	for	radio	revenue	to	roughly	double	in	2Q,	
the	 2-year	 CAGR	 for	 radio	 revenue	 remains	 negative	 for	 all	 four	
quarters	of	this	year’s	forecast.		
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Figure	11:	Looking	For	Adjusted	EBITDA	Growth	Through	2022	

TV	 segment	 margins	 should	 continue	 to	 improve	 year-over-
year	 in	2Q	and	3Q	because	of	high	revenue	growth,	until	 the	
tough	 political	 advertising	 comp	 in	 4Q	 likely	 leads	 to	 some	
margin	 compression.	 Although	 the	 typical	 odd	 year	 generates	
relatively	 little	 political	 advertising,	 the	 California	 governor	
recall	race	could	boost	political	advertising	to	roughly	10%	of	TV	
segment	 ad	 revenue	 in	 4Q	 this	 year.	 The	model	 assumes	 that	
radio’s	 margin	 expansion	 will	 continue	 until	 the	 tough	
comparison	in	4Q.	

The	 digital	 segment	 revenue	 forecast	 for	 2021	 depends	
substantially	on	the	outlook	for	Cisneros,	whose	revenue	is	on	
a	pace	to	more	than	double	in	the	first	half	of	the	year,	as	well	
as	the	addition	of	MediaDonuts	at	mid-year.	The	expansion	of	
client	budgets	facilitated	by	increased	billing	support	as	well	as	
greater	 use	 of	 different	 types	 of	 advertising	 should	 be	 key	
factors	 in	 Cisneros’	 growth.	 Our	 model	 assumes	 a	 substantial	
moderation	 in	 digital	 segment	 growth	 by	 4Q,	 as	 Cisneros’	
business	 starts	 to	 cycle	 the	 initial	 boost	 from	 EVC’s	 balance	
sheet	 support	 in	 4Q20.	 Partnerships	 with	 new	 ad	 platforms	
could	push	Cisneros’	growth	above	our	estimates,	however.	The	
boost	 from	 the	 MediaDonuts	 acquisition	 should	 be	 much	
smaller	in	scale.	

Our	 digital	 segment	 estimates	 incorporate	 the	 recent	
acquisition	of	MediaDonuts	from	3Q21	onward.	Announced	in	
June	 with	 an	 expected	 July	 close,	 the	 deal	 adds	 roughly	 $30	
million	 in	 revenue	 and	 $3.5	million	 in	 adjusted	 EBITDA	 to	 our	
2021	 reported	 estimates.	 Further	 details	 are	 in	 the	 Digital	
Media	Segment	section.	

Our	operating	expense	forecasts	assume	 little	core	growth	at	
the	broadcast	businesses,	after	adjusting	for	the	impact	of	the	
2020	 reductions	 to	 the	 overall	 cost	 base,	 although	 general	
inflation	 could	 test	 this	 assumption.	 For	 2022,	 note	 that	
political	years	can	see	some	expense	 increases	to	cover	higher	

news	costs	to	cover	political	campaigns.	

Despite	Cisneros’	prodigious	revenue	growth,	its	margins	should	increase	only	slightly	in	2021,	reflecting	the	high	cost	of	revenue	
in	 the	underlying	business	model.	The	forecast	assumes	that	the	margins	of	EVC’s	remaining	(legacy)	digital	business	improve	for	
the	 remaining	 quarters	 of	 2021.	 This	 reflects	management	 changes	 as	well	 as	 accelerating	 revenue	 growth	 both	 in	 the	U.S.	 and	
internationally.	
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EVC’s	 adjusted	 EBITDA	 should	 grow	 both	 in	 2021	 and	 2022.	 In	 2021,	 the	post-pandemic	 revenue	 revival	will	 combine	with	 the	
continuation	 of	 most	 of	 2020’s	 cost	 cuts.	 Cash	 flow	 in	 2022	 should	 benefit	 from	 U.S.	 mid-term	 political	 advertising	 spending	
overcoming	the	expected	loss	of	TV	affiliations	in	three	markets	at	the	end	of	2021.	

Although	the	financial	press	often	focuses	on	EPS	results,	the	more	consistent	measure	of	EVC’s	underlying	earnings	power	is	FCF	
per	share.	This	reflects	the	fact	that	capital	expenditures	are	consistently	below	D&A	and	cash	taxes	are	usually	much	less	than	book	
taxes,	reflecting	the	company’s	NOL	position.	
	

Figure	12:	TV	2-Yr	CAGR	Suggests	2Q21	Growth	Upside	To	Strong	Pacings	

	

Note:	2017	shown	as	reference	in	4-year	cycle.	Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	13:	In	2021,	Core	TV	May	Get	Uncharacteristic	Odd-Year	Help	From	California	Political	

	

Note:	2017	shown	as	reference	in	4-year	cycle.	Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	14:	Don’t	Expect	Radio	Revenue	2-Yr	CAGR	To	Improve	As	Much	As	TV’s	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	15:	Arc	of	Cisneros	Growth	Surge	Should	Be	Story	of	2021	For	EVC's	Digital	Segment	

	

Source:	Company	data	and	Industry	Capital	Research	estimates	
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Figure	16:	Assuming	Core	Opex	Up	Low	Single	Digits	Coming	Out	of	Pandemic	In	2021-22	

	

Note:	Core	opex	growth	excludes	estimated	variable	sales	expense.	Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	17:	TV	Margin	Should	Expand	Until	Tough	Comp	in	4Q21	

Note:	2017	shown	as	reference	in	4-year	cycle.	Source:	Industry	Capital	Research	estimates	and	company	data	 	
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Figure	18:	Return	of	Radio	Opex	Growth	Should	Still	Permit	Margin	Expansion	This	Year	

	

Source:	Industry	Capital	Research	estimates	and	company	data		

Figure	19:	Cisneros	Should	Be	Story	of	Revenue	More	Than	Margin	Growth	

	

Source:	Industry	Capital	Research	estimates	and	company	data	 	
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Figure	20:	Expect	Legacy	Digital	OCF	Margins	To	Expand	Throughout	2021	

	

Note:	Legacy	digital	consists	of	digital	segment	excluding	impact	of	Cisneros	and	MediaDonuts.	Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	21:	Excluding	2017's	Earnings	Jolt	From	Spectrum	Sales,	FCF/Share	Has	And	Should	Consistently	Run	Above	GAAP	EPS	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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U.S.	Hispanic	Demographics,	Media	Usage	and	Advertising	Market	Trends	

The	Hispanic	population	is	the	 largest	U.S.	minority,	accounting	for	almost	20%	of	the	population,	and	should	continue	to	grow	
faster	 than	 average.	For	 the	U.S.	 Hispanic	 population,	 growth	 over	 the	 past	 decade	 has	 been	 roughly	 2%	 annually,	and	 the	U.S.	
Census	has	projected	~1.8%	annual	growth	for	2020-30.	The	growth	of	the	U.S.	Hispanic	population	has	three	main	drivers	common	
to	all	populations:	1)	fertility	rates	of	the	current	population,	2)	the	net	level	of	immigration,	and	3)	mortality	rates.	As	of	2019,	the	
fertility	rate	(number	of	births	per	1,000	women	age	15-44)	for	Hispanics	was	1.94,	versus	the	U.S.	national	rate	of	1.71.	Although	
changes	 in	country	economies	and	policies	can	 lead	to	 fluxes	 in	 immigration,	net	 immigration	has	been	and	 is	 likely	to	remain	an	
additional	source	of	U.S.	Hispanic	population	growth.	The	U.S.	Hispanic	mortality	rate	is	less	than	half	that	of	the	U.S.	population	as	a	
whole,	partly	reflecting	the	younger	average	age	of	the	Hispanic	population.	

Allocating	marketing	spending	to	target	this	U.S.	Hispanic	population	has	pros	and	cons.		

The	pros	include:	

• Hispanics	 over-index	 in	 spending	 on	 predictable	 sets	 of	 goods	 and	 services,	 making	 Hispanic-targeted	 marketing	
attractive	to	a	predictable	set	of	advertisers.	For	example,	according	to	the	U.S.	Bureau	of	Labor	Statistics,	even	though	the	
average	Hispanic	household	 (HH)	 spends	 roughly	$51,000	annually,	below	 the	$61,000	average	 for	all	U.S.	HHs,	Hispanic	
HHs	on	average	spend	more	on	apparel,	cell	phone	service,	furniture	and	major	appliances.	
	

• The	Hispanic	population	is	younger	and	thus	viewed	as	more	impressionable	with	a	longer	runway	for	brand	loyalty.	EVC	
has	said	that	the	average	age	of	U.S.	Hispanics	is	29	for	men	and	30	for	women,	vs.	37	and	40,	respectively,	for	the	general	
population.		

	
• As	the	Hispanic	population	ages	relative	to	the	general	population,	the	gap	between	the	lower	Hispanic	HH	income	and	

that	of	the	general	market	should	narrow.		
	

The	cons	include:	

• U.S.	Hispanics	have	a	lower	HH	income	and	U.S.	Hispanic	buying	power	under-indexes	its	share	of	the	population.	Based	
on	2018	figures	from	the	Selig	Center	for	Economic	Growth,	U.S.	Hispanics	account	for	10%	of	buying	power,	although	this	
buying	power	has	grown	since	2010	at	an	annual	rate	of	5%,	above	the	overall	growth	rate	of	4%.	

	

• U.S.	 Hispanic	 buying	 power	 is	 disproportionately	 concentrated	 among	 Hispanics	 who	 are	 not	 Spanish-dominant.	 The	
Simmons	Hispanic	survey	has	estimated	that	bilingual/bicultural	Hispanics	account	for	roughly	70%	of	total	Hispanic	buying	
power,	compared	to	roughly	20%	for	Spanish-dominant	Hispanics.	

	

Beyond	 the	 issue	 of	 exactly	 how	attractive	 the	U.S.	Hispanic	 population	 is	 to	marketers,	 there	 is	 debate	 about	what	 share	 of	
advertising	 spending	 should	 go	 to	 Spanish-language	 media	 to	 reach	 this	 population.	 The	 language	 usage	 of	 U.S.	 Hispanics	 is	
particularly	 important	 in	 defining	 the	 Spanish-language	 advertising	market.	 The	 proportion	 of	 U.S.	 Hispanics	who	 use	 Spanish	 at	
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home	tends	to	be	higher	than	the	proportion	of	Hispanics	who	generally	use	Spanish	only	or	prefer	using	Spanish	to	English.	Thus,	
focusing	on	 the	proportion	of	Hispanics	who	 speak	 Spanish	 at	 home	 tends	 to	 result	 in	 higher	 estimates	of	 the	potential	 Spanish	
language	 viewing	 or	 listening	 audience.	 Spanish-language	 marketers	 assert	 that	 use	 of	 Spanish	 at	 home	 is	 the	 more	 relevant	
measure	of	Spanish-language	dominance,	in	particular	for	TV,	which	is	used	at	home,	and	often	with	family.	Over	time,	as	the	share	
of	immigrants	in	the	overall	U.S.	Hispanic	population	has	declined,	however,	the	share	of	Spanish	dominance	in	language	use	of	U.S.	
Hispanics	has	declined	as	well.	Mainstream	Spanish	 language	media,	 including	certainly	Univision,	have	typically	super-served	the	
population	of	more	recent	immigrants,	which	has	been	more	likely	to	speak	Spanish	exclusively	or	to	be	Spanish-dominant.	

• The	bull	argument	for	Spanish-language	media	is	that	advertisers	should	allocate	their	budgets	in	proportion	to	the	share	
of	audience	of	Spanish-language	media.	According	to	Nielsen,	over	$7.3	billion	of	total	U.S.	advertising	expenditures	were	
placed	with	Spanish-language	media	in	2020.	
	

• On	the	other	hand,	advertisers	can	reach	much	of	the	U.S.	Hispanic	audience	without	the	expense	of	separate	Spanish-
language	 ad	 campaigns,	 although	 Spanish-language	 content	 and	 ads	 may	 have	 a	 greater	 impact	 on	 even	 English-
dominant	 or	 bilingual	 Hispanics.	 Some	 advertisers	 are	 reluctant	 to	 incur	 the	 cost	 of	 separate	 Spanish-language	media	
campaigns	just	to	reach	that	portion	of	the	Spanish-language	audience	that	speaks	Spanish	only,	especially	if	that	audience	
under-indexes	in	purchasing	power.	

	

EVC’s	two	most	significant	advertising	categories	are	automotive	and	political,	the	former	for	its	size	and	the	latter	for	its	secular	
growth.	Automotive	advertising	can	be	placed	by	1)	corporate/OEMs	(tier	1),	2)	dealer	associations	(tier	2),	or	3)	individual	dealers	
(tier	3).	Although	services	 is	actually	EVC’s	 largest	overall	advertising	category,	 this	 category	consists	of	a	much	 larger	number	of	
advertisers	across	a	spectrum	of	different	industry	verticals.		

Figure	22:	Over	Half	of	Advertising	Came	From	National	Agencies	in	2020,	Reflecting	Political	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	23:	Top-3	Categories	Account	for	Over	40%	of	EVC's	Advertising	Revenue	

	

Source:	Industry	Capital	Research	estimates	and	company	data	

Figure	24:	Top-5	Makes	Account	for	~90%	of	EVC's	Factory	and	Dealer	Group	Auto	Advertising	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	25:	Biggest	Drivers	of	Advertising	in	2020	were	Political,	to	Positive,	and	Auto,	to	Negative	

	

Source:	Industry	Capital	Research	estimates	and	company	data	

Figure	26:	Dealer	and	Dealer	Group	Cuts	Were	Key	Drivers	of	2020	Auto	Ad	Spending	Decline	

	
Source:	Industry	Capital	Research	estimates	and	company	data	 	
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Figure	27:	EVC’s	2020	Political	Ad	Surge	Looks	Less	Anomalous	Than	2016	Trump	Lull	

	
Note:	Highlighted	bars	reflect	U.S.	presidential	election	years.	Source:	Industry	Capital	Research	estimates	and	company	data	
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Broadcast	Media	Segments	

Figure	28:	Forecast	Drivers—Television	Segment	

	

Figure	29:	Forecast	Drivers—Radio	Segment	
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Figure	30:	Forecast	Drivers—Operating	Expense	

	

Note:	The	above	figure	attempts	to	estimate	core	opex	growth	excluding	the	impact	of	variable	sales	expense	by	deducting	20%	of	
estimated	broadcast	advertising	revenue	in	all	periods.	

Overview:	TV	Still	Tuned	In,	But	Radio	A	Mere	Echo	Of	Its	Past	
EVC	reports	TV	and	radio	 in	separate	segments.	However,	the	TV	and	radio	station	groups	share	history,	strategy	and	certain	key	
business	drivers.		

EVC	started	as	an	initiative	to	build	out	Univision’s	TV	station	distribution	to	smaller	U.S.	markets,	which	often	have	denser	and	
faster-growing	Hispanic	populations,	while	Univision’s	owned-and-operated	TV	station	group	focused	on	the	top-10	U.S.	Hispanic	
markets.	Thus,	EVC	started	with	Univision	affiliates	in	Denver,	San	Diego,	Monterey,	Palm	Springs,	Yuma,	and	Las	Vegas.	Univision	
approved	affiliation	transfers	to	EVC	when	EVC	acquired	TV	stations	in	El	Paso,	McAllen,	and	Corpus	Christi.	EVC’s	acquisition	of	low-
power	Univision	affiliates	in	Washington	DC,	Orlando	and	Tampa	in	1999	completed	the	nucleus	of	EVC’s	TV	station	group.		

Over	 time,	EVC	has	created	TV-radio	station	clusters	 in	11	markets.	The	larger	such	clusters	are	in	McAllen,	El	Paso,	Denver,	Las	
Vegas,	and	Monterey-Salinas.	The	typical	benefits	of	cross-media	platforms	are	1)	cross-selling	of	advertising,	2)	cross-promotion	of	
programming,	 and	3)	 cost	 savings.	 Cost	 synergies	 come	 from	 combining	management	of	 the	 TV	 and	 radio	operations.	As	 the	 TV	
stations	usually	have	dominant	audience	shares	because	of	Univision’s	network	programming	and	most	radio	stations	use	network	
programming,	 local	management	 tends	 to	have	more	opportunity	 to	 focus	on	sales	management.	The	company	has	been	able	 to	
launch	new	radio	stations	without	substantial	outside	media	promotion	expense,	and	radio	can	be	used	to	promote	TV	programs	
like	news	specials.		

EVC	 generates	 more	 revenue	 from	 national	 advertising	 than	 most	 of	 its	 English-language	 broadcast	 peers.	 In	 2020,	 national	
advertising	 accounted	 for	 roughly	 58%	 of	 TV	 advertising	 revenue	 and	 40%	 of	 radio	 advertising	 revenue.	 In	 this	 sense,	 EVC	 is	
favorably	aligned	with	trends	that	tend	to	play	out	as	industries	consolidate,	namely	to	have	a	greater	mix	of	advertising	placed	by	
national	advertising	agencies.	One	risk	to	manage,	however,	is	that	national	advertising	can	be	more	volatile	than	local	advertising.		

Two	periodic	 advertising	 revenue	 sources	 are	 particularly	 relevant	 for	 TV	 and	 radio:	 political	 and	 soccer	 events.	 First,	political	
advertising,	on	TV	in	particular,	remains	one	of	the	few	consistent	secular	growth	stories	for	the	broadcast	media	business.	Second,	
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soccer-related	advertising	revenue,	once	quite	substantial	when	Univision	had	the	rights	to	the	World	Cup	broadcasts,	now	depends	
on	smaller	events	like	the	Copa	America,	which	still	looks	to	be	on	for	this	year	despite	having	to	shift	to	Brazil	because	of	COVID-19	
concerns	in	Argentina.	

The	pandemic	caused	a	sharp	decline	 in	advertising	across	both	TV	and	radio,	 resulting	 in	substantial	expense	cuts.	Lockdowns	
and	 similar	 restrictions	 severely	 limited	 the	 businesses	 of	 many	 key	 broadcast	 advertisers,	 including	 automotive,	 services,	 non-
emergency	healthcare,	 retail,	 travel,	 restaurants	and	 telecom.	Radio	ad	 rates	were	particularly	hard	hit.	As	a	 result,	 the	company	
reduced	headcount	by	slightly	over	20%	across	TV	and	radio.		

Our	 forecast	 assumes	 that	 most	 of	 the	 2020	 expense	 cuts	 remain	 in	 place,	 resulting	 in	 a	 roughly	 $30	 million	 reduction	 to	
annualized	operating	expenses	companywide.	In	modeling	operating	expenses,	we	used	management	guidance	on	what	the	opex	
reductions	were	in	2020	relative	to	2019.	This	was	available	by	quarter,	totaling	to	roughly	$27m	for	2020.	There	were	roughly	$2	
million	 in	 salary	 reductions	 that	were	 reinstated	 in	 4Q20,	 so	 that	 the	 net	 cuts	 for	 2020	were	 roughly	 $25	million.	 For	 1Q21	we	
assume	roughly	$5	million	in	expense	reductions	relative	to	1Q20,	given	that	the	2020	expense	cuts	did	not	take	effect	until	2Q20.	
Thus,	on	an	annualized	basis,	we	assume	~$30	million	in	expenses	taken	out	of	the	business	as	a	result	of	the	actions	taken	in	2020.	

TV	Station	Group:	Univision	Agreements	A	Bulwark	Through	2026	
The	 strategy	 of	 EVC’s	 TV	 station	 group	 has	 been	 to	 leverage	 long-term	 affiliation	 agreements	 to	 build	 out	 Univision-uniMás	
duopolies	 in	most	markets,	 further	 fortified	 over	 time	 through	 the	 addition	 of	 local	 newscasts.	The	 TV	 group	 is	 competitively	
sound,	having	a	 footprint	 in	high-density	Hispanic	markets,	 the	anchor	of	affiliations	with	 the	 leading	Spanish-language	broadcast	
network,	and	highly	rated	local	newscasts	attractive	to	a	number	of	key	advertising	categories.	Most	of	EVC’s	Univision	and	uniMás	
affiliations	last	until	12/31/26.				

Figure	31:	Univision’s	Networks	Have	Over	Half	of	U.S.	Hispanic	TV	Viewing	

EVC	has	54	primary	 television	stations,	 including	stations	 in	19	of	 the	U.S.’s	
top-50	 U.S.	 Hispanic	 markets	 by	 population.	 EVC’s	 TV	 stations	 have	 a	
substantial	concentration	in	cities	in	the	Southwest	U.S.,	whose	economies	can	
be	 particularly	 sensitive	 to	 migration	 flows	 from	Mexico.	 EVC	 benefits	 from	
having	 stations	 in	 five	 of	 the	 top-10	 markets	 ranked	 by	 the	 proportion	 of	
Hispanics	of	Mexican	origin.		

The	 flagship	 Univision	 network	 targets	 the	 Spanish-dominant	 population	
with	a	24/7	programming	feed,	whose	most	popular	programming	format	is	
the	 telenovella,	 an	 adult	 drama	 running	 nightly	 typically	 for	 3-8	 months.	
Univision’s	prime	time	programming	is	supplied	primarily	by	Televisa,		the	top	
Mexican	TV	broadcaster	with	which	Univision	combined	in	2020.	As	over	60%	
of	 U.S.	 Hispanics	 are	 of	 Mexican	 origin,	 this	 programming	 from	 Televisa	
contributes	 to	 the	greater	brand	 loyalty	of	Univision’s	audience	 than	English-
language	 viewers	 have	 to	 the	 major	 English-language	 broadcast	 networks.	
EVC’s	network	affiliation	agreement	give	its	stations	typically	the	right	to	sell	at	
least	 four	minutes	per	hour	of	advertising	time	on	Univision	affiliates	and	4.5	
minutes	per	hour	of	advertising	time	on	uniMás	affiliates.		

Source:	Nielsen	and	company	data	
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Univision	 is	 the	 leading	U.S.	 Spanish-language	 broadcast	 network		 and	 has	 posted	 ratings	 gains	 for	 over	 a	 year.	 Last	 year,	 the	
Univision	 and	 uniMás	 networks	 were	 the	 only	 two	major	 U.S.	 broadcast	 networks	 to	 increase	 their	 audience	 year-over-year	 in	
primetime	among	total	viewers	2+	years	of	age,	adults	18-49	and	adults	18-34.	That	said,	Univision’s	primary	competitor,	Comcast’s	
Telemundo,	 has	 become	more	 formidable	 over	 the	 years.	Telemundo	 has	 benefitted	 from	 increasing	 popularity	 of	 programming	
formats	 other	 than	 telenovelas,	 as	 the	 U.S.	 Hispanic	 audience	 has	 increasingly	 adapted	 to	 mainstream	 culture.	 Telemundo’s	
programming	has	historically	been	more	popular	in	the	Eastern	U.S.,	where	there	is	a	larger	portion	of	Hispanics	of	ancestry	other	
than	Mexican.	Telemundo’s	share	of	Spanish-language	TV	revenue	has	also	historically	over-indexed	its	audience	share.	

EVC	 has	 added	 newscasts	 to	 its	 Univision	 affiliates	 incrementally	 over	 time.	 EVC’s	 newscasts	 rely	 less	 than	 do	 general	market	
newscasts	on	star	anchors	or	weather	announcers	 for	 ratings.	We	believe	that	news	ratings	are	 important	 for	Univision	affiliates,	
although	less	so	than	for	English-language	broadcast	affiliates.	Newscasts	are	important	to	EVC’s	business	model	because	1)	key	ad	
categories	such	as	automotive	often	prefer	to	advertise	in	news	programming,	and	2)	local	affiliates	retain	all	revenue	from	news	ad	
inventory	 sold	 (typically	~12	minutes	per	hour).	On	 the	other	hand,	Univision	affiliates	 typically	 run	 less	news	programming	 than	
general	market	affiliates,	in	part	because	the	Univision	affiliation	agreements	permit	only	one	hour	of	morning	news,	one	half-hour	
of	early	evening	news,	and	one	half-hour	of	late	news.	In	addition,	the	level	of	Hispanic	homes	using	television	is	substantially	lower	
for	late	news	than	for	early	news.	Thus,	for	example,	while	EVC’s	news	is	#1	or	#2	regardless	of	language	in	early	news	in	12	of	its	TV	
markets	(out	of	20	markets	where	EVC	has	early	news),	it	only	ranks	this	highly	in	late	news	in	6	of	its	TV	markets	(out	of	21	markets	
where	EVC	has	late	news).		

EVC’s	relationship	with	Univision	goes	beyond	network	programming.	Univision	has	EVC’s	proxy	to	negotiate	for	retransmission	fee	
revenue	 for	 EVC’s	 stations	 from	multichannel	 video	 programming	 distributors	 (MVPDs).	 In	 addition,	 Univision	 serves	 as	 national	
sales	representative	for	EVC’s	Univision	and	uniMás	affiliates.	Finally,	as	discussed	further	in	the	Capital	Structure	and	Management	
section,	Univision	owns	slightly	over	10%	of	EVC’s	common	stock.	

EVC	supplements	its	Univision	and	uniMás	affiliates	with	select	TV	stations	affiliated	with	other	networks.	However,	these	other	
affiliates	do	not	generate	a	material	percentage	of	company	revenue,	by	our	estimates.		

Figure	32:	Political,	Supported	by	Services	and	Health	Care,	Delivered	TV's	2020	Ad	Growth	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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TV	Segment	Outlook:	Slight	Revenue	Growth	at	Similar	Margins	
Despite	the	secular	drain	of	advertising	shifting	online,	EVC’s	TV	segment	has	managed	to	increase	revenue	over	the	long	term,	
while	maintaining	high	OCF	margins,	and	our	forecast	assumes	slight	revenue	growth	at	relatively	stable	margins	going	forward.	
Reflecting	 industry	 trends,	 EVC’s	 TV	 group	 has	 been	 able	 to	 offset	 commercial	 advertising	 shortfalls	 with	 a	 growing	 and	 now	
meaningful	stream	of	revenue	from	retransmission	consent	agreements,	as	well	as	secular	growth	in	political	advertising.		

Figure	33:	TV's	4Q20	Ad	Growth	Driven	By	Political,	With	Health	Care	and	Services	The	Key	Core	Growers	

	

Source:	Industry	Capital	Research	estimates	and	company	data	

For	TV	core	advertising	(i.e.,	excluding	political),	flat	remains	the	new	up.	Over	the	past	four-year	cycle,	core	television	advertising	
revenue	has	been	declining	annually	at	a	low-to-mid-single	digit	percentage	rate.	Increasing	political	revenue	may	be	exaggerating	
the	pace	of	 these	declines,	however.	Depending	on	 the	overall	demand	 for	TV	advertising	at	any	given	 time,	advertising	buys	 for	
political	campaigns	can	cannibalize	advertising	from	typical	commercial	advertisers	to	a	greater	or	less	extent,	usually	more	during	
U.S.	presidential	than	mid-term	election	years.	However,	the	company	typically	does	not	assume	such	cannibalization	in	reporting	
out	its	core	ad	growth,	and	neither	does	our	forecast.	Thus,	although	core	TV	revenue	could	rebound	to	mid-teens	growth	in	2021,	
we	assume	it	returns	to	mid-single	digit	percent	declines	in	2022.		

Figure	34:	Dealer	Group	(Tier	2)	and	Dealer	(Tier	3)	Spending	Accounted	for	Almost	All	TV	Auto	Advertising	in	2020	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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TV’s	two	most	significant	ad	categories	are	automotive	and	political,	the	former	for	its	size	and	the	latter	for	its	secular	growth.	
TV’s	 largest	 commercial	 advertising	 category	 by	 a	 good	margin	 is	 automotive	 (accounting	 for	 28%	of	 TV	 advertising	 in	 1Q21,	 for	
example),	which	can	be	placed	by	1)	corporate/OEMs	(tier	1),	2)	dealer	associations	(tier	2),	or	3)	individual	dealers	(tier	3).	Looking	
across	the	four-year	U.S.	election	cycle,	our	forecast	assumes	over	$12	million	in	TV	political	advertising	in	2022,	up	from	$10	million	
in	2018.	The	pandemic	made	the	TV	segment	particularly	dependent	on	political	advertising	in	2020,	with	political	accounting	for	a	
whopping	20%	of	total	TV	advertising,	up	from	a	mere	7%	in	the	prior	U.S.	presidential	election	year	 in	2016.	We	expect	the	next	
U.S.	presidential	election	will	help	drive	another	record	year	for	political	ad	revenue	for	EVC.	This	reflects	EVC’s	record	2020	political	
advertising	 revenue	and	 the	 increasing	size,	political	 competitiveness	and	swing-state	positioning	of	 the	U.S.	Hispanic	population,	
partially	offset	by	EVC’s	expected	 loss	of	exposure	to	political	advertising	 in	Orlando	and	Tampa	because	of	the	termination	of	 its	
management	of	the	Univision	affiliates	in	those	markets	at	the	end	of	this	year.	

After	 advertising,	 retransmission	 fee	 revenue,	which	 has	 a	 nearly	 100%	OCF	margin,	 is	 the	 largest	 contributor	 to	 TV	 segment	
revenue.	 The	 company	 reports	 retransmission	 net	 of	 the	 reverse	 retransmission	 payments	 paid	 to	 its	 network	 programming	
suppliers,	primarily	Univision.	 Industry-wide	subscriber	attrition	for	MVPDs	is	a	headwind	for	EVC’s	retransmission	revenue,	which	
depends	 on	 subscriber	 counts	 of	 the	MVPDs	 that	 use	 EVC’s	 feed	 in	 their	 packages.	We	 assume	 slight	 growth	 in	 retransmission	
revenue	 over	 the	 next	 few	 years,	 assuming	 that	 1)	 the	 rate	 increases	 built	 into	 the	 agreement	with	 Univision,	 which	 generates	
roughly	 75%	of	 EVC’s	 total	 retransmission	 revenue	and	 2)	 the	 higher	 rate	 increases	which	 EVC	 is	 receiving	 for	 its	 other	 network	
affiliates,	offset	3)	subscriber	count	losses.	

Figure	35:	TV	Typically	Accounts	for	~80%	of	EVC’s	Political	Ad	Spend,	Although	This	Has	Been	Trending	Down

	

Note:	Highlighted	bars	reflect	U.S.	presidential	election	years.	Source:	Industry	Capital	Research	estimates	and	company	data	

One	other	component	of	non-advertising	 revenue	consists	of	 fees	 that	EVC	collects	 for	 the	use	of	 its	TV	spectrum.	The	biggest	
recurring	contribution	here	is	roughly	$5	million	per	year	that	other	operators	pay	to	use	a	portion	of	EVC’s	spectrum	for	multicast	
channels	in	certain	markets.	

EVC’s	2020	cost	cuts	helped	the	TV	segment’s	OCF	margin	regain	its	2016	level,	despite	the	pandemic.	Although	management	has	
indicated	publicly	that	profitability	should	increase	at	all	segments	in	2021,	our	model	more	conservatively	assumes	that	TV	segment	
margins	are	unchanged	in	2021	from	2020.	Analysis	of	TV	revenue	growth	and	margin	trends	indicates	that	the	TV	segment	typically	
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needs	at	 least	2%	 revenue	growth	 to	have	positive	operating	 leverage,	 and	our	 forecast	 assumes	TV	 revenue	will	 decline	2%	 for	
2021.		

For	 2022,	 we	 assume	 that	 the	 unwind	 of	 EVC’s	 agreements	 with	 Univision	 relating	 to	 TV	 stations	 in	 Orlando,	 Tampa	 and	
Washington,	D.C.	results	in	a	reduction	of	~$19	million	in	revenue	at	~50%	OCF	margin,	with	an	offset	of	roughly	$3m	in	annual	
revenue	 for	 alternative	uses	of	 the	 spectrum	on	 the	affected	 signals.	EVC	manages	the	marketing	and	sales	of	Univision-owned	
Univision	affiliates	 in	Orlando,	Tampa	and	Washington,	D.C.	under	agreements	slated	to	expire	at	year-end,	as	are	EVC’s	network	
affiliations	for	the	UniMás-affiliated	stations	that	it	owns	in	those	three	markets.	For	2022,	we	estimate	that	the	TV	segment	will	see	
a	loss	of	roughly	$16	million	in	revenue	and	$10	million	in	operating	expense	as	of	the	result	of	the	expiration	of	these	agreements,	
on	the	assumption	that	alternative	uses	for	EVC’s	signals	in	these	three	markets	generate	roughly	$3	million	in	annual	revenue.	

Note	that	our	TV	segment	revenue	forecast	also	includes	an	estimate	of	the	legacy	impact	of	the	loss	of	the	Telemundo	affiliation	
in	San	Diego	back	in	2017.	This	facilitates	tracking	of	core	growth	over	a	4-year	cycle.	

Radio	Station	Group:	Cost	Cutting	to	Profitability	
EVC’s	 radio	 group	 does	 not	 have	 the	 same	 sound	 strategic	 positioning	 as	 its	 TV	 group,	 and	 we	 forecast	 that	 radio’s	 OCF	
contribution	 to	 EVC	 overall	 will	 only	 be	 in	 the	 5%	 range	 going	 forward.	 Radio’s	 largest	 cluster	 is	 a	 standalone	 group	 of	 three	
formats	in	the	competitive	Los	Angeles	market.	The	predominantly	music	formats	that	run	on	most	of	EVC’s	stations	have	struggled	
to	achieve	sustainable	competitive	advantages.	Attempts	to	differentiate	with	marquee	show	hosts,	including	through	syndication	to	
non-EVC	stations,	have	not	halted	radio’s	decline	in	profitability.	

EVC’s	principal	strategy	for	its	48	radio	stations	(38	FM	and	10	AM)	in	16	U.S.	markets	has	been	to	take	costs	out	of	the	business	
by	programming	 them	primarily	with	 four	networked	 formats	originating	at	 its	 Los	Angeles	operations.	 In	aggregate,	the	radio	
group	reaches	roughly	36%	of	the	U.S.	Hispanic	population,	according	to	Nielsen	estimates.	EVC	broadcasts	its	network	formats	in	14	
of	its	16	owned-and-operated	radio	markets,	and	has	over	360	radio	network	affiliates	in	total.	Network	stations	typically	run	up	to	
15	minutes	per	hour	of	commercials	and	non-network	stations	run	up	to	14	minutes	per	hour	of	commercials.	For	EVC’s	stations,	the	
network	lineup	is	as	follows:	

• “La	Tricolor”	on	12	stations	targeting	men	18-49	with	Mexican	regional	music	and	featured	morning,	midday	and	afternoon	
drive	hosts.		

	

• “La	 Suavecita”	 on	 15	 stations	 targeting	 women	 25-49	 with	 Mexican	 regional	 music	 and	 featured	 morning,	 midday,	
afternoon	and	night	time	hosts.			

	

• “Fuego”	on	3	stations	targeting	adults	18-34	with	bilingual	contemporary	hit	music	and	a	featured	morning	host.			
	

• “José,	 Toca	 las	 de	 tu	 Rancho”	 on	 3	 stations	 targeting	 adults	 35-64	with	Mexican	 regional	music	 dating	 from	 the	 1930s	
through	the	1980s.		
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Radio	Segment	Outlook:	Fading	in	Importance	
Our	forecast	assumes	that	2020’s	cost	cuts	should	position	radio	for	OCF	margins	in	the	10-20%	range	going	forward,	albeit	on	a	
revenue	base	that	 is	 likely	to	continue	to	decline.	This	would	be	a	far	cry	from	the	30%+	OCF	margins	the	segment	once	sported,	
but	at	least	be	a	step	in	the	right	direction.		

Core	 radio	advertising	 revenue	has	been	declining	at	 a	 roughly	10%	annual	pace	over	 the	past	 four-year	 cycle,	 and	was	down	
almost	30%	last	year.	Although	our	forecast	assumes	a	bounce	to	mid-teens	radio	core	ad	growth	in	2021,	it	assumes	a	resumption	
of	 roughly	 10%	 radio	 core	 ad	 declines	 in	 2022.	 The	 pandemic	 hurt	 radio	 advertising	 more	 than	 TV	 advertising,	 because	 radio	
depends	more	on	advertisers	in	certain	categories	that	were	particularly	hard	hit	by	lockdown	and	similar	restrictions.	In	addition,	
the	reduction	in	commuting	caused	by	stay-at-home-home	orders	cut	into	radio’s	in-vehicle	audience,	while	conversely	boosting	TV	
viewing	at	home.		

Holding	 on	 to	 the	 recovery	 in	 radio’s	 OCF	margins—to	 10%	 last	 year	 from	 a	 loss	 in	 2019—will	 likely	 depend	 substantially	 on	
keeping	 costs	 out	 of	 the	 business.	 Not	 only	 does	 radio	 lack	 the	 base	 of	 non-advertising	 revenue	 that	 TV	 receives	 from	
retransmission	fees,	but	also	radio	benefits	less	from	the	secular	growth	of	political	advertising	than	does	TV.	Radio	should	benefit	
from	incremental	advertising	from	CONCACAF	Gold	Cup	soccer	broadcasts	 in	2021	and	from	FIFA	World	Cup	soccer	broadcasts	 in	
2022.		

Figure	36:	TV	2021	Core	Ad	Rebound	May	Still	Leave	2-Yr	CAGR	Roughly	Flat	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	37:	Political	Ad	Spending	Was	Immune	to	the	Pandemic,	Surging	to	20%	of	Total	TV	Advertising	in	2020	

	

Source:	Industry	Capital	Research	estimates	and	company	data	

Figure	38:	TV’s	Political	Comp	Is	Tougher	Than	Ever	For	2021	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	39:	TV	Retransmission	&	Political	Revenue,	After	2020	Records,	Should	Beat	‘18	in	‘22	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	40:	In	2020,	Radio’s	Core	Revenue	Decline	Was	Over	2x	TV’s,	Creating	Easier	Comp	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	41:	One	Key	To	Profit	Will	Be	Maintaining	Broadcasting	Cost	Cuts	

	

Note:	Fixed	&	variable	cost	reductions	reflect	estimates	for	the	end	of	agreements	with	Univision	for	management	of	three	TV	stations	at	the	end	of	2021.	Source:	
Industry	Capital	Research	estimates	and	company	data	
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Figure	42:	Assuming	TV’s	OCF	Margins	Hold	Gains	From	2020	Rebound	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	43:	TV	Has	Needed	Roughly	2%	Revenue	Growth	To	Hold	OCF	Margins	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	44:	Radio	Has	Needed	~1%	Revenue	Growth	To	Hold	Its	Lower	Margins	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	45:	Radio	Margins	Likely	To	Be	Driven	By	Continuing	Cost	Control	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	46:	TV	Station	Group	Built	on	Duopolies	in	U.S.	Markets	With	Denser	and	Faster-Growing	Hispanic	Populations	

	

Source:	Company	data,	Nielsen	Media	Research	2021	Universe	estimates;	Industry	Capital	Research	
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Figure	47:	Radio	Group	Is	In	Larger	U.S.	Markets,	But	Facing	More	Competition	

	

Source:	Company	data,	Nielsen	Media	Research	2021	Universe	estimates;	Industry	Capital	Research	
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Digital	Media	Segment	

Figure	48:	Digital	Segment	Forecast	Separates	Legacy	Digital	From	Cisneros	and	MediaDonuts	Businesses	
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Note:	Legacy	digital	is	EVC’s	digital	segment	excluding	Cisneros	and	MediaDonuts.	Source:	Industry	Capital	Research	estimates	and	company	data	

Overview:	Fourth	Time’s	The	Charm	
Our	view	is	that	EVC’s	digital	strategy	 is	about	to	hit,	after	a	track	record	of	mixed	success.	Faced	with	headwinds	in	EVC’s	core	
broadcast	 business,	management	 chose	 several	 years	 ago	 to	 embark	on	building	 a	digital	 business	 through	a	 series	of	measured	
acquisitions.	Raising	the	reward,	but	also	the	risk,	of	this	buy-not-build	strategy	was	EVC’s	focus	on	emerging	markets.	Revenue	from	
legacy	digital	media,	 i.e.,	 the	business	outside	of	Cisneros	and	MediaDonuts,	 is	roughly	75%	international,	while	essentially	all	 the	
revenue	 of	 Cisneros	 and	 MediaDonuts	 comes	 from	 outside	 the	 U.S.	 Perhaps	 the	 biggest	 difference	 between	 EVC’s	 broadcast	
business	model	and	digital	business	model	is	the	latter’s	higher	cost	of	revenue	as	a	share	of	revenue	(over	50%	for	the	legacy	digital	
business,	over	70%	for	MediaDonuts,	and	over	80%	for	Cisneros),	which	consists	primarily	of	the	costs	of	online	media	acquired	from	
third-party	publishers	and	platforms,	as	well	as	third-party	server	costs.		
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On	balance,	the	digital	business	built	from	three	digital	deals—Pulpo	in	2014,	Headway	in	2017	and	Smadex	in	2018	(what	we	dub	
in	aggregate	the	legacy	digital	business)—has	struggled	to	meet	longer-term	expectations.	These	businesses	comprise	the	bulk	of	
the	digital	 segment	 that	was	 shrinking	 even	before	 the	pandemic	 (e.g.,	 digital	 segment	 revenue	declined	15%	 in	 2019),	 and	was	
delivering	OCF	margins	well	 below	 the	20%+	expectations	which	we	believe	were	placed	on	 the	 segment	 a	 few	years	previously	
(digital	in	fact	broke	even	in	2019).	Headway	and	Smadex,	focused	outside	the	U.S.,	compete	in	what	has	become	the	substantially	
commoditized	business	of	programmatic	advertising,	while	Pulpo	has	pivoted	to	focus	on	being	an	agent	for	local	U.S.	businesses	in	
planning	and	executing	digital	advertising	strategies.		

The	fourth	major	digital	deal,	the	acquisition	of	a	51%	stake	in	Cisneros	last	October,	is	the	one	to	watch.	Cisneros	acts	primarily	as	
a	middleman	funneling	spending	of	emerging	markets	advertisers	onto	large	tech	platforms	across	Latin	America.	Although	Cisneros	
has	partnerships	with	a	number	of	platforms,	its	partnership	with	Facebook	is	the	most	substantial.	Cisneros	has	an	opportunity	to	
expand	to	other	geographies	and	platform	partners,	as	well	as	serve	as	a	template	for	other	deals	by	EVC.	

The	most	 recent	 digital	 deal,	 the	 acquisition	 of	MediaDonuts	 announced	 in	 June	 slated	 for	 a	 July	 close,	 is	 similar	 to	 that	 of	
Cisneros,	while	expanding	EVC’s	footprint	into	Asia	Pacific.	MediaDonuts	offers	digital	media	planning	and	buying	services,	as	well	
as	media	representation.	MediaDonuts	has	a	few	key	ad	platform	partnerships,	including	with	TikTok,	Twitter,	and	Spotify,	and	thus	
looks	to	leverage	the	high	growth	of	spending	on	these	platforms	in	building	its	own	business.	Although	MediaDonuts	is	smaller	than	
Cisneros,	 it	has	a	presence	 in	some	much	 larger	markets,	 including	Singapore,	Thailand,	Philippines,	Vietnam,	 Indonesia,	Malaysia	
and	India.	

These	media	representation	businesses	appears	to	be	fast	growing,	with	relatively	stable	if	modest	OCF	margins,	and	potentially	
quite	scalable.	Much	of	the	competitive	advantage	of	Cisneros	and	MediaDonuts	rests	on	their	platform	partnerships,	as	opposed	to	
any	particular	proprietary	technology	(such	as	what	parts	of	EVC’s	legacy	digital	media	business	look	to	develop).	Our	understanding	
is	that	the	sales	representation	partnerships	of	Cisneros	and	MediaDonuts	are	usually	based	on	one-year	terms	covering	a	particular	
region.	A	new	partnership	typically	requires	some	start-up	costs	for	training	and	systems	integration	with	the	ad	platform,	among	
other	 things.	 A	 satisfied	 platform	 may	 be	 inclined	 to	 retain	 a	 partner	 from	 year	 to	 year,	 while	 a	 platform	 looking	 for	 better	
performance	might	open	up	 the	partnership	 in	 a	 region	 to	bidding	by	others.	 Revenue	 to	 the	platform	partner	 is	 usually	 a	 sales	
commission	based	on	ad	spending,	which	we	believe	is	higher,	in	the	12-14%	range,	for	smaller	platforms	(e.g.,	TikTok,	Spotify,	and	
LinkedIn),	and	lower,	in	the	8-12%	range,	for	a	large	platform	like	Facebook.	

Key	risks	to	EVC’s	digital	business	come	from	concentration	in	platform	partners,	more	than	in	clients,	as	well	as	from	regulatory	
and	 technological	 changes	 affecting	 the	use	of	 data	 in	 digital	 advertising.	First,	although	customer	concentration	appears	 to	be	
small—EVC	has	over	3,000	digital	advertising	clients—dependence	on	key	tech	platform	partners	is	a	risk	to	watch,	particularly	for	
Cisneros	 and	MediaDonuts.	 Cisneros	 and	MediaDonuts	 depend	 for	much	of	 their	 business	 on	 exclusive	partnerships	with	 key	 ad	
platform	partners	in	various	markets.	The	loss	or	modification	of	terms	of	these	partnerships	could	affect	revenue	and/or	cash	flow	
growth.	Second,	EVC’s	digital	businesses	face	risks	of	disintermediation	over	time.	For	example,	a	large	ad	platform	might	decide	to	
rely	less	on	outsourcing	its	sales	efforts	to	media	resellers	in	a	particular	region,	thus	scaling	back	or	even	eliminating	the	need	for	
the	types	of	partnerships	that	Cisneros	and	MediaDonuts	offer.	On	the	buy	side,	the	technology	solutions	for	media	planning	and	
buying	that	companies	like	Cisneros	and	MediaDonuts	offer	seem	similar	to	what	larger	ad	agencies,	for	example,	would	offer	their	
own	 clients.	 Third,	 EVC	 has	 had	 to	 incur	 additional	 expenses	 on	 auditing	 and	 internal	 controls	 for	 some	 of	 its	 digital	 media	
acquisitions,	 and	may	 have	 to	 do	 so	with	 its	most	 recent	 deals	 as	well.	 Finally,	 for	 all	 of	 EVC’s	 digital	 businesses,	 the	 impact	 on	
advertising	 from	 reduced	 access	 to	 third	 party	 data	 because	 of	 changes	 in	 regulations	 (e.g.,	 Europe’s	 General	 Data	 Protection	
Regulation)	or	technology	(e.g.,	Apple’s	iOS)	is	another	risk	worth	monitoring.	
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Legacy	Digital	Business:	More	Programmatic,	More	Local,	Less	Profitable	
What	we	consider	EVC’s	 legacy	digital	business	consists	primarily	of	the	acquisitions	Smadex,	Headway,	and	Pulpo.	Most	of	the	
digital	 segment’s	 employees	 are	 outside	 the	U.S,	 primarily	 in	 Argentina	 and	 Spain,	with	 smaller	 contingents	 in	 several	 Latin	 and	
South	American	countries.		The	digital	segment’s	CEO	and	CFO	are	based	in	Barcelona.	

Headway	 and	 Smadex	 largely	 operate	 together	 in	 a	 number	 of	 international	markets,	 forming	 the	 core	 of	 EVC’s	 full	 stack	 of	
programmatic	solutions	for	digital	advertisers.	Headway	allows	advertisers	to	target	audiences	based	on	many	user	attributes,	such	
as	location,	income,	gender,	interests	and	intent,	as	revealed	by	data	gathered	on	an	anonymous	basis	from	user	online	activity.	As	
part	 of	 its	 audits,	 EVC	 upgraded	 internal	 controls	 for	 Headway,	 completing	 the	 process	 last	 year.	 Smadex	 offers	 programmatic	
advertising	for	mobile,	through	a	platform	allowing	advertisers	to	transparently	manage	and	execute	their	campaigns.			Although	this	
transparency,	 including	 as	 to	 the	 cost	 of	 inventory	 used,	 is	 attractive	 to	many	 advertisers,	 it	 can	 contribute	 to	 pressure	 on	 the	
margins	of	an	intermediary	like	Smadex.		

Pulpo	has	evolved	into	the	core	of	the	digital	segment’s	U.S.	business,	advising	local	advertisers	in	executing	campaigns	across	a	
range	 of	 products	 from	 online	 display	 to	 social	 media.	 As	 an	 agency	 of	 sorts,	 Pulpo	 should	 look	 to	 target	 OCF	margins	 in	 the	
neighborhood	of	10%,	in	our	view.		

Figure	49:	Although	Digital	Revenue	Declined	in	2020,	Direct	Marketing	Category	Through	Cisneros	Surged	

	

Source:	Industry	Capital	Research	estimates	and	company	data	

Legacy	Digital	Media	Forecast:	Looking	For	Scale	To	Drive	Return	to	Profit	
Headway’s	revenue	growth	 is	starting	to	turn	positive,	and	we	assume	its	revenue	will	be	up	by	over	10%	for	2021,	and	up	by	
close	 to	 10%	 in	 2022.	That	said,	 the	business	of	Headway	and	Smadex	 increasingly	depends	on	programmatic	advertising,	where	
competition	and	the	cost	of	inventory	has	been	a	drag	on	OCF	margins,	which	we	assume	will	remain	under	5%	both	years.		

Juiced	by	COVID-19	comps,	Pulpo’s	U.S.	business	could	double	in	revenue	in	2Q.	However,	Pulpo’s	OCF	for	the	year	is	likely	to	be	
small,	perhaps	$1-2	million,	although	this	should	contribute	to	the	increase	of	OCF	margin	of	the	overall	 legacy	digital	business	to	
slightly	positive	this	year	from	slightly	negative	last	year.	Over	the	longer	term,	assuming	Pulpo’s	business	scales,	its	OCF	margins	will	
likely	mature	in	the	range	of	10%.		
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Cisneros	and	MediaDonuts	Businesses:	Platform	Partnerships	Are	Key	
Cisneros	 is	 capturing	 a	whole	 new	 level	 of	 growth,	 chiefly	 by	 partnering	with	 key	 ad	 platforms	 in	 Latin	America,	 Facebook	 in	
particular.	Facebook’s	strategy	is	to	outsource	much	of	its	sales	effort	in	smaller	emerging	markets.	One	method	is	by	designating	
and	contracting	with	authorized	sales	partners	(ASPs)	in	various	countries,	whose	role	includes	developing	expertise	in	Facebook’s	
ad	 platforms,	 educating	 businesses	 and	 agencies	 on	 how	 to	 advertise	 on	 Facebook’s	 platforms,	 and	 providing	 sales	 and	 billing	
support	 for	 customers.	 Facebook	 has	 ASP	 programs	 in	 the	 Latin	 America,	 Central	 and	 Eastern	 Europe,	 and	 Asia	 Pacific	 regions,	
although	we	estimate	that	the	countries	with	ASP	programs	account	for	less	than	10%	of	each	region’s	overall	advertising	market.	
Founded	in	2010,	Cisneros	began	pilot	programs	with	Facebook	in	Ecuador,	Paraguay,	and	Bolivia	in	2017,	subsequently	becoming	
an	ASP	now	in	8	countries	as	well	as	Puerto	Rico.	To	date,	Cisneros	is	Facebook’s	only	ASP	in	Latin	America,	and	Facebook	may	prefer	
that	ASPs	be	independent	of	larger	ad	agency	groups,	so	as	to	appeal	to	the	broadest	range	of	customers.	Cisneros	has	partnered	in	
somewhat	similar	 fashion	with	Spotify	 (in	15	countries	and	Puerto	Rico)		and	LinkedIn	 (in	11	countries	and	Puerto	Rico),	although	
these	relationships	are	less	mature.	Cisneros	is	looking	to	increase	not	only	its	portfolio	of	platform	partners,	but	also	its	geographic	
footprint.		

Becoming	a	subsidiary	of	EVC	helped	Cisneros	increase	its	credit	line	with	
Facebook,	and	thereby	the	credit	it	could	extend	to	advertisers	spending	
on	 Facebook’s	 platforms.	 Cisneros	 supports	 advertisers	 and	 agencies	 in	
their	 local	 selling	efforts,	 including	by	providing	credit	and	 local	 currency	
payment	options.	With	EVC’s	 financial	 support,	 Cisneros	 kicked	 into	gear	
of	 triple	 digit	 revenue	 growth	 in	 4Q20,	 which	 looks	 to	 be	 continuing	 in	
1H21.	 Cisneros	works	 both	with	 large	multi-national	 advertisers,	 such	 as	
DISH	 and	 Doritos,	
and	 smaller	 local	
advertisers.		

	

	

	

	

Source:	Facebook	

In	a	DISH	Puerto	Rico	campaign	featured	by	Facebook,	Cisneros	worked	with	
DISH	 and	 DISH’s	 local	 ad	 agency	 on	 a	 roughly	 6-week	 campaign	 across	
Facebook,	Instagram	and	Messenger	to	generate	calls	and	leads.			

In	 a	Doritos	 campaign	 featured	by	 Facebook,	Cisneros	worked	with	Doritos	
and	 its	 global	media	 agency	 to	 leverage	 a	 Spiderman	 sponsorship	 in	 video	
and	 image	 ads	 for	 a	 roughly	 7-week	 campaign	 to	 raise	 awareness	 and	
purchase	intent	for	a	new	product	launch.		 	 	 	 	

Source:	Facebook	
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The	MediaDonuts	acquisition	takes	EVC’s	template	for	Cisneros	to	Asia	Pac.	The	deal	continues	EVC’s	quest	for	growth	in	emerging	
markets	digital	media	by	a	strategy	that	looks	to	manage	risks	of	an	expanding	geographic	footprint	through	a	focus	on	similar	lines	
of	 business.	 Similarly	 to	 Cisneros,	MediaDonuts	 offers	media	 planning	 and	 buying	 services	 to	 its	 customers,	 and	 acts	 in	 several	
markets	 as	 an	 exclusive	media	 representation	 firm	 for	 digital	 ad	 platforms,	with	 TikTok,	 Twitter	 and	 Spotify	 being	MediaDonuts’	
larger	 partners.	 However,	 while	 founded	 in	 the	 same	 year	 as	 Cisneros,	 2010,	 MediaDonuts	 is	 a	 smaller	 business.	 Of	 course,	
MediaDonuts	 should	 have	 a	 number	 of	 growth	 catalysts,	 including	 ramping	 its	 media	 representation	 business	 with	 the	 help	 of	
financial	support	from	EVC,	extending	existing	media	partnerships	into	new	geographies,	and	adding	new	media	platform	partners.	
MediaDonuts	management	has	the	incentive	of	earnout	payment	multiples	that	rise	with	higher	EBITDA	growth.		

The	MediaDonuts	business	poses	challenges	worth	monitoring	as	well.	In	addition	to	the	risks	that	we	highlighted	above	for	both	
Cisneros	and	MediaDonuts,	MediaDonuts	has	the	challenges	associated	with	being	a	less	mature	business,	with	operations	that	are	
far	flung	from	EVC’s	Santa	Monica	corporate	offices.	Although	Cisneros	is	headquartered	in	Miami,	MediaDonuts	has	headquarters	
in	 Singapore	 and	 Belgium.	 Implementing	 management	 and	 financial	 controls	 without	 dampening	 entrepreneurial	 drive	 will	 be	
important.	 	

Cisneros	Forecast:	Half	of	2022-26	Dollar	Growth	by	End	of	2022	
We	assume	that	Cisneros	goes	from	strength	to	strength,	with	~140%	revenue	growth	in	2Q	on	the	way	to	roughly	70%	growth	
for	full-year	2021.	The	growth	comparison	does	become	substantially	more	difficult	in	4Q.	In	2022,	Cisneros	should	benefit	from	the	
strong	 growth	 of	 Facebook	 in	 Latin	 America,	 further	 development	 of	 partnerships	 with	 other	 digital	 ad	 platforms,	 and	 Latin	
American	ad	markets	being	likely	to	grow	faster	overall	than	the	U.S.	ad	market		 	 	 	 	 	 																	

Cisneros’	strong	revenue	growth	should	support	a	modest	increase	in	its	OCF	and	EBITDA	margins.	On	a	GAAP	basis,	EVC	books	all	
of	Cisneros’	revenue,	which	should	help	drive	EVC’s	overall	revenue	mix	to	being	majority	digital	this	year.	Cisneros’	cost	of	revenue	
sold	 runs	 in	 the	upper	80s	as	a	percent	of	 revenue.	 EBITDA	margin	 from	 the	Cisneros	business	 reflects	only	51%	of	 the	Cisneros	
EBITDA	contribution	against	100%	of	its	revenue	contribution.	

We	moderate	our	growth	assumptions	for	Cisneros	in	the	out	years,	so	that	slightly	over	half	the	forecast	growth	in	revenue	and	
EBITDA	from	2020-26	would	occur	in	2020-22.	Adding	more	platforms	or	geographies	could	extend	the	high-growth	runway	of	this	
part	of	EVC’s	business,	however.	

MediaDonuts	Forecast:	Looking	for	Roughly	$4	Million	in	Annual	EBITDA	to	Grow	Nearly	30%	Per	Year	
MediaDonuts,	 the	most	 recently	 added	piece	 of	 EVC’s	 digital	 business,	 should	 add	on	 a	 pro	 forma	basis	 at	 least	 $4	million	 in	
EBITDA	in	2021	and	$6	million	in	EBITDA	in	2022,	by	our	estimates.	MediaDonuts	is	a	substantially	smaller	business	than	Cisneros,	
but	we	model	it	separately	for	now	so	as	to	better	track	its	performance	versus	expectations.	Although	smaller,	MediaDonuts	could	
see	continuing	strong	growth	from	the	TikTok	partnership	that	provided	a	strong	finish	to	2020.	As	with	Cisneros,	we	assume	that	
MediaDonuts’	 OCF	margins	will	 remain	 relatively	 stable,	 a	 bit	 over	 10%,	with	 cash	 flow	 growth	 depending	 primarily	 on	 revenue	
growth.		
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Figure	50:	Facebook's	Authorized	Sales	Partner	Program	Covers	Many	Smaller	Emerging	Markets	

	

Source:	Facebook,	Industry	Capital	Research	

Figure	51:	Cisneros	and	Httpool	Appear	To	Be	Larger	Facebook	Authorized	Sales	Partners	

	

Source:	Facebook,	company	websites,	https://www.facebook.com/business/m/authorized-sales-partners/success-stories,	Industry	Capital	Research	
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Figure	52:	Looking	For	Legacy	Digital	OCF	Margins	To	Recover	In	2021-22	on	Return	of	Revenue	Growth	

	

Note:	Legacy	digital	is	EVC’s	digital	segment	excluding	Cisneros	and	MediaDonuts.	Source:	Industry	Capital	Research	estimates	and	company	data	

	

	

	 	



Industry	Capital	Research
	

Entravision	Communications	(EVC)																																																																																																														Initiation	of	Coverage	July	6,	2021	 	 	 Initiation	of	Coverage	June	28,	2021	
	

	 	

Entravision	Communications	Corporation	(EVC)		 52	

	

Figure	53:	Digital	Operating	Leverage	Much	Less	Sensitive	to	Revenue	Growth	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	54:	Cisneros	A	Story	Of	Revenue	Growth,	Not	Margin	Expansion	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Regulatory	and	Technology	Trends	

Although	we	do	not	incorporate	in	our	analysis	any	separate	value	for	EVC’s	TV	and	radio	spectrum	rights,	apart	from	their	use	in	
EVC’s	broadcast	operations,	EVC’s	rights	to	use	spectrum	have	been	a	source	of	incremental	value	as	the	government	has	looked	
to	make	more	spectrum	available	to	new	technologies	and	as	those	using	various	technologies	arrange	directly	with	EVC	to	make	
use	of	EVC’s	 spectrum.	For	example,	the	FCC	conducted	a	spectrum	incentive	auction	in	2017,	as	a	result	of	which	EVC	agreed	to	
relinquish	spectrum	and	make	other	accommodations	in	certain	markets	in	exchange	for	$264	million.	The	FCC	may	conduct	similar	
auctions	 in	 the	 future	 in	 which	 EVC	may	 choose	 to	 participate.	 EVC	 has	 periodically	 generated	 revenue	 from	 agreeing	 to	move	
channel	positions	or	accept	interference	with	its	broadcast	operations,	so	as	to	accommodate	the	operations	of	third	parties.	EVC	
also	 currently	 generates	 revenue	 in	 its	 TV	 segment	 through	 the	 lease	 of	 spectrum	 in	 certain	markets	 to	 third	 parties	 for	 use	 in	
broadcast	of	multicast	networks.			

We	do	not	anticipate	material	revenue	to	EVC	from	the	implementation	of	the	ATSC	3.0	broadcast	transmission	standard,	but	will	
be	monitoring	whether	this	becomes	a	possibility.	TV	broadcasters	could	have	an	opportunity	to	introduce	new	business	models	in	
connection	with	the	transition	to	ATSC	3.0,	and	our	understanding	is	that	as	long	as	TV	broadcasters	use	their	licensed	spectrum	to	
transmit	a	signal	free	over-the-air,	they	may	pursue	other	“flexible	uses”	of	this	spectrum	for	other	services.	In	the	past	there	has	
been	substantial	interest	among	several	TV	broadcasters	in	the	potential	for	this	technology,	although	there	appears	to	be	relatively	
little	such	interest	at	the	moment.		

As	 referenced	 in	 the	 Digital	 Media	 Segment	 discussion,	 limits	 on	 the	 ability	 to	 acquire	 or	 use	 online	 user	 data,	 either	 from	
changes	in	regulation	or	technology,	could	have	a	negative	impact	on	the	revenue	of	certain	EVC	businesses.	Changes	in	the	use	of	
online	user	data	for	ad	targeting	as	a	result	of	regulations	such	as	the	California	Consumer	Privacy	Act	(CCPA)	could	have	an	effect	on	
EVC’s	ability	to	generate	revenue	in	connection	with	some	of	its	advertising	services.	We	will	also	be	monitoring	the	potential	impact	
of	any	changes	 in	 regulation	of	 consumer	practices	 in	emerging	markets,	 from	which	EVC’s	digital	 segment	generates	most	of	 its	
revenue.	The	anticipated	blocking	of	third-party	cookies	by	Apple	mobile	devices	and	Google’s	Chrome	browser	are	among	the	types	
of	limits	that	may	affect	services	which	EVC	offers	to	generate	revenue	in	the	digital	media	segment.	
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Capital	Structure	and	Management	

Leverage	Is	Conservative;	Free	Cash	Flow	Should	Cover	Dividends	and	Share	Repurchases	
The	company’s	debt	leverage	has	followed	its	stage	of	lifecycle.	In	the	years	after	going	public	in	2000,	leverage	was	in	the	range	of	
6-7x	EBITDA,	as	management	looked	for	acquisitions	primarily	to	expand	its	TV	footprint	and	build	TV/radio	clusters	in	new	markets.	
After	entering	and	managing	through	the	2008-2009	recession	with	5-6x	leverage,	the	company	focused	on	reducing	leverage.	The	
sea	change	 in	 this	effort	was	 the	 receipt	 in	2017	of	$264	million	 in	proceeds	 from	the	FCC	spectrum	 incentive	auction,	 largely	as	
compensation	for	returning	the	spectrum	for	four	full-service	Class	A	TV	stations.	Most	of	those	proceeds	have	been	applied	either	
to	 repayment	 of	 debt	 or	 to	 the	 maintenance	 of	 cash	 balances	 well	 in	 excess	 of	 operating	 needs.	 As	 a	 result,	 even	 after	 the	
acquisition	of	Cisneros	last	year	and	accounting	for	the	pending	MediaDonuts	acquisition,	the	company	is	still	frankly	under-levered	
at	under	2x	pro	forma	net	debt-to-adjusted	EBITDA,	and	its	term	loan	B	facility	(which	expires	on	11/30/24)	is	covenant-light	with	a	
floating	interest	rate	currently	of	~3%.	We	believe	management	would	be	willing	to	increase	leverage	to	the	2-3x	range	over	time,	
such	as	through	making	additional	acquisitions	or	investments	in	digital	media.		

FCF	 should	 cover	 expected	uses	 for	 debt	 amortization	under	 the	 credit	 agreement,	 dividends,	 and	 share	 purchases,	which	we	
expect	to	resume	at	some	point	 in	2021.	Until	the	pandemic,	the	company	regularly	repurchased	its	shares,	and	has	~$13	million	
remaining	 on	 its	 current	 $45	million	 repurchase	 authorization.	 From	 July	 2017	 to	 the	 end	 of	 2020,	 EVC	 repurchased	 8.6	million	
shares	at	an	average	price	of	$3.76	per	share.	In	response	to	the	pandemic,	the	company	reduced	the	quarterly	dividend	to	$0.025	
per	share,	and	our	forecast	assumes	the	restoration	of	the	prior	$0.05	per	share	dividend	rate	in	the	second	half	of	this	year,	given	
improving	business	conditions	and	our	outlook	for	FCF/share	to	return	to	and	even	exceed	pre-pandemic	levels.	The	board	has	also	
periodically	declared	special	cash	dividends,	which	is	another	possibility	going	forward.	

Figure	55:	From	2017-2020,	EVC	Repurchased	Roughly	8.6	Million	Shares	For	$32	Million	(~$3.76	Average	Price)	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	56:	Debt	Paydown	Has	Been	Driven	By	Spectrum	Sales,	With	FCF	Covering	Dividends	and	Share	Repurchases	

	

Source:	Industry	Capital	Research	estimates	and	company	data	

Management	Has	Voting	Control	
EVC’s	 CEO	 owns	 roughly	 1%	 of	 Class	 A	 shares	 and	 77%	 of	 Class	 B	 shares,	 giving	 him	 over	 half	 of	 the	 total	 voting	 power	 and	
effective	control	of	the	company.	Management	as	a	whole	owns	slightly	less	than	one	quarter	of	the	equity	in	the	company.		

Figure	57:	CEO	Has	Majority	Voting	Control	Through	Ownership	of	Class	B	Shares	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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The	 company	 was	 founded	 in	 1996	 to	 operate	 Spanish-language	 TV	 stations.	 In	 1996,	 Entravision	 received	 $10	 million	 from	
Univision	in	exchange	for	a	subordinated	note	and	Univision	obtained	the	option	to	acquire	roughly	28%	of	Entravision	stock.	The	
strategy	was	for	EVC	to	focus	on	smaller	U.S.	Hispanic	markets,	while	Univision	focused	its	own	TV	station	group	on	the	top-10	U.S.	
Hispanic	 markets.	 Some	 of	 EVC’s	 early	 success	 can	 be	 attributed	 to	 management’s	 cultivating	 and	 maintaining	 a	 good	 working	
relationship	with	Univision.	The	CEO	and	company	co-founder	Philip	Wilkinson	created	the	predecessors	to	EVC	starting	in	1989,	and	
founded	the	company	in	1996.	Both	had	previously	worked	at	Univision.		

Management	 took	 the	 company	 to	 the	 next	 level	 over	 20	 years	 ago.	 In	 1999,	 EVC	 acquired	 a	 TV	 station	 in	 Albuquerque	 from	
Univision’s	in	exchange	for	$1	million	and	an	increase	in	Univision’s	purchase	option	by	2%.	In	2000,	EVC	received	an	additional	$110	
million	 from	 Univision	 in	 exchange	 for	 increasing	 the	 subordinated	 note	 to	 $120	 million	 face	 value	 and	 increasing	 Univision’s	
purchase	 option	 to	 40%.	 On	 August	 2,	 2000,	 the	 company	 completed	 an	 initial	 public	 offering	 of	 46.4	million	 shares	 of	 Class	 A	
common	stock	at	$16.50	per	share	and	sold	an	additional	6.5	million	shares	of	Class	A	shares	to	Univision	for	$15.47	per	share	(the	
share	price	to	the	public	less	the	underwriting	discount),	generating	$814	million	in	net	proceeds	to	the	company.	In	connection	with	
EVC’s	IPO	in	August	2000,	Univision	exchanged	its	purchase	option	and	its	$120	million	subordinated	note	for	22	million	shares	of	
EVC’s	Class	C	common	stock.	Thus,	combined	with	the	6.5	million	shares	of	Class	A	common	stock	which	Univision	acquired	in	the	
IPO,	Univision	had	a	roughly	26%	equity	stake	in	EVC	after	the	IPO.	

EVC	entered	the	radio	business	with	the	acquisition	in	2000	of	Latin	Communications	Group	for	$256	million	and	expanded	this	
radio	presence	with	 the	acquisition	 later	 that	 year	of	 Z-Spanish	Media	 for	$585	million.	As	a	result,	at	the	time	of	the	 IPO,	the	
company’s	revenue	was	roughly	41%	from	TV,	38%	from	radio,	and	21%	from	outdoor	advertising.	Current	COO	Jeffrey	Liberman	
became	president	of	the	radio	division	in	May	2001,	having	joined	the	company	after	EVC’s	radio	acquisitions.	

Management	has	been	willing	not	only	to	enter	businesses,	but	also	to	exit	them.	EVC	sold	its	outdoor	advertising	business	in	2008	
and	its	newspaper	operations	in	2003.		

As	 a	 vestige	 of	 Univision’s	 original	 partnership	 in	 support	 of	 EVC’s	 building	 out	 its	 TV	 station	 group	 with	 Univision	 network	
affiliates,	Univision	owns	slightly	more	than	10%	of	the	equity	through	its	non-voting	Class	U	shares.	Whether	Univision	ultimately	
consolidates	EVC	and	its	TV	station	group	remains	an	open	question.		

Top	Holders	Have	Recently	Increased	Their	Stake,	Apart	From	Exit	of	Angelo	Gordon	
We	 estimate	 that	 the	 public	 float,	 all	 by	 means	 of	 Class	 A	 shares,	 is	 roughly	 2/3	 of	 total	 shares	 outstanding.	 The	 top-10	
institutional	holders	own	slightly	over	half	of	EVC’s	Class	A	shares.	Based	on	1Q21	SEC	filings,	we	note	the	following:	

• Top	holders	activity—	
o Angelo	Gordon,	 formerly	a	 top-10	holder	with	a	~8%	position,	was	 the	big	 seller	 in	1Q21,	 reducing	 its	position	by	

99%,	and	accounting	for	over	3x	the	total	net	selling	of	the	institutional	holders	in	the	quarter.	
o The	current	top-10	holders	bought	~1.6m	shares	(~2.6%	of	Class	A)	in	1Q21.	The	top-10	hold	33.6m	or	~55%	of	Class	

A	shares	outstanding.	
	

• Buying	activity—	
o The	biggest	purchases	by	share	count	were	by	Credit	Suisse	at	~1.5%,	Rentech	at	~0.5%,	Oberweiss	at	~0.5%,	Wells	

Fargo	at	~0.4%	and	Blackrock	at	~0.3%.	
o There	were	 18	new	holders,	with	 the	bigger	 being	Oberweiss	 at	 ~0.5%,	Marshall	Wace	 at	 ~0.3%,	 Connor	Clark	 at	

~0.1%,	Squarepoint	at	~0.1%,	and	AXA	at	~0.1%.	
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o Apart	from	the	new	positions,	the	biggest	position	increases	by	percentage	were	by	Pangora,	Goldman	Sachs,	Two	
Sigma,	Bank	of	America	and	Pendal	Group.	
	

• Selling	activity—	
o The	biggest	 sales	by	 share	 count	were	by	Angelo	Gordon	at	~7.6%,	Mackay	Shields	at	~0.4%,	Hotchkis	&	Wiley	at	

~0.2%,	Wedge	Capital	at	~0.1%	and	Bailard	at	~0.1%	(exit).		
o There	were	~7	exits,	the	largest	being	Bailard	at	~0.1%.	

Univision	Could	Veto	A	Sale,	But	Could	Be	A	Buyer	As	Well	
Although	a	sale	of	EVC	to	Univision	is	a	possibility	worth	monitoring,	and	may	have	been	slightly	facilitated	by	the	recent	merger	
of	 Univision	 and	 Televisa	 given	 the	 structure	 of	 the	 license	 fee	 that	 Univision	 pays	 to	 Televisa,	 we	 do	 not	 consider	 such	 a	
transaction	to	be	a	likely	near-term	prospect,	given	Univision’s	other	strategic	priorities,	such	as	its	direct-to-consumer	business.	
Under	terms	of	the	approval	by	the	Department	of	Justice	of	the	Univision-Hispanic	Broadcasting	merger,	Univision	was	required	to	
reduce	 its	 equity	 stake	 in	 EVC	 to	 10%	 by	 2009,	 although	 this	mandate	 has	 now	 expired.	 Univision’s	 current	 equity	 ownership	 is	
through	ownership	of	all	of	the	Class	U	shares	of	the	company.	Although	the	Class	U	shares	are	non-voting,	as	long	as	Univision	owns	
these	shares,	 it	has	 the	right	 to	veto	 the	merger	of	EVC	with	another	company,	among	other	actions.	If	Univision	and	Entravision	
were	to	combine,	there	would	likely	need	to	be	some	the	divestiture	of	radio	stations,	given	the	competitive	positions	of	the	two	
companies	in	several	radio	markets.	

	

	 	



Industry	Capital	Research
	

Entravision	Communications	(EVC)																																																																																																														Initiation	of	Coverage	July	6,	2021	 	 	 Initiation	of	Coverage	June	28,	2021	
	

	 	

Entravision	Communications	Corporation	(EVC)		 59	

	

Figure	58:	Former	Top-10	Holder	Angelo	Gordon	largely	exited	Class	A	share	position	in	1Q21	

	

Source:	Company	data;	whalewisdom.com;	Industry	Capital	Research	
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Figure	59:	Former	Top-10	Holder	Angelo	Gordon	largely	exited	Class	A	share	position	in	1Q21	(cont.)	

	

Source:	Company	data;	whalewisdom.com;	Industry	Capital	Research	
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Deal	Trends	

Substantial	Acquisition	Capacity	
Figure	60:	Plenty	of	Powder	Even	After	Recent	Deals	

With	 over	 $200	 million	 in	 acquisition	 capacity	 by	 our	 estimates—
roughly	3x	its	annual	adjusted	EBITDA	and	one-third	of	its	enterprise	
value—EVC	 has	 substantial	 dry	 powder	 for	 deals.	 This	 estimate	
assumes	an	average	acquisition	multiple	of	6x	EBITDA,	in	the	range	of	
the	 valuations	 estimated	 for	 the	 recent	 Cisneros	 and	 MediaDonuts	
deals.	 The	 minimal	 interest	 that	 EVC	 earns	 on	 its	 substantial	 cash	
balance,	 estimated	 at	 ~$150	 million	 pro	 forma	 for	 MediaDonuts,	 is	
another	prod	to	look	for	deals.	

Acquisition	Strategy	Now	Digital	First	
In	 recent	 years,	 EVC’s	 acquisition	 priorities	 have	 been	 firstly	 on	
digital	media	assets,	and	secondly	on	TV	acquisitions	in	U.S.	Hispanic	
markets	 ranked	 10-50,	 while	 largely	 shying	 away	 from	 radio	

acquisitions.	Digital	acquisitions	have	taken	the	company	into	international	markets,	and	we	expect	management	to	continue	to	be	
open	to	international	acquisitions.	With	TV	acquisitions,	the	focus	has	been	on	starting	Univision	television	affiliates	in	new	markets	
and	acquiring	or	starting	UniMás	network	affiliates	 in	markets	where	the	company	already	owns	a	Univision-affiliated	station.	We	
would	 expect	 these	 priorities	 to	 continue,	with	 the	 pandemic	 perhaps	 creating	more	 targets	 of	 opportunity	 in	 the	 broadcasting	
space.		

EVC	may	look	for	other	opportunities	to	put	its	balance	sheet	to	work	not	only	to	make	acquisitions,	but	also	to	find	businesses	
where	additional	financial	support	could	help	trigger	more	growth.	This	appears	to	be	one	of	the	dynamics	at	play	with	the	recent	
Cisneros	and	MediaDonuts	transactions.		

MediaDonuts	 is	 the	 most	 recent	 acquisition	 pushing	 EVC’s	 digital	 business	 further	 into	 international	 markets,	 Asia	 Pac	 in	
particular.	For	the	MediaDonuts	acquisition,	we	assume	the	$15	million	cash	purchase	price	and	an	estimated	$38	million	to	cover	
projected	earnout	payments	to	be	completed	by	2025.	

Under	the	terms	of	the	Cisneros	acquisition,	EVC	has	a	right	to	call	in	the	remaining	49%	minority	interest	and	the	sellers	have	a	
right	 to	 put	 the	minority	 interest	 to	 EVC	 at	 a	 price	 of	 6x	 trailing	 12-month	 EBITDA.	The	sellers	may	have	 the	 right	 to	put	 their	
minority	 interest	to	EVC	as	soon	as	March	2022,	and	the	put	right	 is	set	to	expire	 in	June	2024.	By	our	estimates,	completing	the	
acquisition	of	all	of	the	equity	in	Cisneros	could	result	in	a	purchase	price	of	over	$100	million	if	the	transaction	were	completed,	for	
example,	in	2023.	Although	EVC	carries	the	value	of	the	Cisneros	minority	stake	on	its	balance	sheet	as	a	redeemable	noncontrolling	
interest	(of	$30.8	million	as	of	12/31/20),	our	enterprise	value	estimate	excludes	this	amount,	given	that	our	consolidated	EBITDA	
estimates	only	reflect	51%	of	Cisneros’	EBITDA.		
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Industries	in	consolidation	offer	opportunities	both	to	acquire	and	to	sell,	of	course.	Aleph	Holdings,	a	privately	held	company	in	a	
similar	line	of	business	to	Cisneros	and	MediaDonuts	across	many	markets,	has	said	publicly	that	it	is	tracking	to	$1	billion	in	revenue	
for	2021.	In	comparison,	by	our	estimates,	EVC’s	digital	segment	is	tracking	to	pro	forma	revenue	of	roughly	$500	million	for	2021,	
almost	90%	of	which	would	be	from	its	Cisneros	and	MediaDonuts	acquisitions.	Although	Aleph	provides	potential	competition	to	
EVC	 for	 additional	 acquisitions,	 it	 also	 provides	 some	 further	 validation	 of	 the	 underlying	 business	model,	 as	well	 as	 a	 potential	
source	of	deals	down	the	road.	
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Valuation	

Figure	61:	Trading	at	~8x	EV/Adj.	EBITDA	

Current	Valuation	of	~8x	EV/Adjusted	EBITDA	
On	our	current	estimates,	EVC	trades	at	~8x	current	year	EV/EBITDA.	Assuming	that	FCF	were	
used	to	repay	debt	would	reduce	this	multiple	by	roughly	half	a	turn	on	our	2021	estimates	and	
by	 roughly	 1.5	 turns	 on	 our	 2022	 estimates.	On	 the	 other	 hand,	 assuming	 that	 the	 company	
purchased	 the	 minority	 interest	 of	 Cisneros	 would	 leave	 the	 trading	 multiple	 relatively	 little	
changed,	by	our	estimates.	

Discounted	Cash	Flow	Valuation	Supports	Price	Target	
Although	a	DCF	analysis	can	seem	anachronistic	 in	an	era	of	negative	real	 interest	rates	and	
meme	 stocks,	 it	 remains	 our	 tool	 of	 choice	 for	 setting	 valuation	 expectations.	 The	 DCF	
combines	a	sound	theoretical	basis	with	a	typical	lack	of	investor	curiosity	about	its	details.		

We	value	EVC’s	business	first	as	a	single	entity	and	second	as	separate	broadcast	media	and	
digital	media	components.	Our	price	target	reflects	the	lower	of	the	two	valuations.		

Our	valuation	of	EVC	as	a	single	business	uses	public	company	broadcasters	Sinclair	Broadcast	
Group	 (SBGI),	 Nexstar	 Media	 Group	 (NXST)	 and	 Gray	 Television	 (GTN)	 as	 comparables	 for	
estimating	 the	WACC.	These	comps	have	the	advantage	of	being	 in	the	same	principal	 line	of	
business	 as	 EVC,	 namely	 TV	 broadcasting.	 Using	 these	 comparables	 results	 in	 an	 8%	 WACC	
estimate.	

We	choose	0%	for	the	stable	growth	rate	for	EVC’s	business,	reflecting	the	likely	challenges	a	
broadcast-centric	business	will	have	in	growing	along	with	the	overall	economy,	as	well	as	an	
EVC	forecast	that	assumes	a	FCF	CAGR	of	~3%	for	2022-26,	when	the	boost	from	digital	media	
initiatives	is	likely	to	be	above-trend.	We	assume	that	the	current	risk-free	rate	is	a	reasonable	
proxy	 for	 the	nominal	growth	 rate	of	 the	economy,	and	 thus	a	 cap	 for	EVC’s	 stable	 free	cash	
flow	growth	rate.	

These	DCF	assumptions	applied	to	our	EVC	forecasts	through	2026	result	in	a	12-month	target	
valuation	of	~$10.00	per	share.		

Next,	 looking	 at	 EVC	 as	 separate	 broadcast	 media	 and	 digital	 media	 businesses	 requires	
choosing	 a	 set	 of	 public	 company	 comparables	 for	 the	 digital	 media	 business.	 For	 this	
purpose,	 we	 select	 MDC	 Partners	 (MDCA),	 Perion	 Network	 (PERI)	 and	 QuinStreet	 (QNST).			
MDCA	 is	 a	 smaller	 public	 ad	 agency	holding	 company	with	U.S.	 and	 international	 operations,	
capturing	 the	 agency-like	 role	 that	 much	 of	 EVC’s	 digital	 media	 business	 performs.	 PERI	
provides	 online	 advertising	 and	 search	 solutions	 to	 brands	 and	 publishers,	 and	 thus	 more	
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directly	captures	the	reliance	of	much	of	EVC’s	digital	media	business	on	the	growth	of	large	digital	ad	platforms.	QNST	focuses	on	
digital	performance	marketing,	and	has	among	its	platform	partners	Facebook,	Twitter,	YouTube,	LinkedIn,	and	Snapchat,	providing	
some	similarity	to	the	key	partnerships	of	EVC’s	Cisneros	and	MediaDonuts	units.			

Using	these	comparables	results	in	an	8%	WACC	estimate	for	EVC’s	digital	business.	For	EVC’s	broadcast	business,	we	use	the	same	
comparables	as	before,	and	thus	the	same	6%	WACC	estimate.		

We	choose	roughly	-1%	for	the	stable	growth	rate	for	EVC’s	broadcast	business	and	1%	for	the	stable	growth	rate	of	EVC’s	digital	
media	business.	 Isolating	on	the	broadcast	business	without	digital	media	supports	a	lower	stable	growth	assumption	than	before.	
Conversely,	 isolating	on	the	digital	media	business	supports	a	higher	stable	growth	assumption,	although	we	still	assume	that	this	
rate	 is	below	the	 long-term	growth	rate	of	 the	economy,	given	that	agency	businesses	typically	do	not	grow	as	 fast	as	 the	digital	
platforms	with	which	they	partner.		

These	DCF	assumptions	applied	to	our	EVC	forecasts	for	the	broadcast	and	digital	media	businesses	through	2026	result	in	a	12-
month	target	valuation	of	~$4	per	share	for	the	broadcast	business	and	~$5	for	the	digital	media	business.	This	supports	our	12-
month	 target	 valuation	 for	 EVC	 shares	of	 $9.00.	On	our	 current	 estimates,	 EVC’s	buying	 in	 the	49%	minority	 interest	 in	Cisneros	
would	be	accretive	to	this	target	valuation.		

For	 those	 interested	 in	 assessing	 this	 DCF	 valuation,	 as	 opposed	 to	 moving	 on	 to	 some	 multiple-based	 rules	 of	 thumb,	 key	
intuitive	tests	concern:	1)	the	convergence	of	FCF	growth	in	the	explicit	forecast	toward	the	stable	growth	rate(s),	2)	the	stable	
growth	 rate(s)	 used	 for	 the	 terminal	 value(s),	 and	 3)	 whether	 the	 discount	 rate(s)	 look	 reasonable.	 Our	 long-term	 forecast	
assumes	~2%	FCF	growth	by	2026,	so	that	a	stable	growth	rate	assumption	of	~0%	does	not	seem	particularly	jarring.	Assuming	that	
the	risk-free	rate	is	a	reasonable	cap	on	the	stable	growth	rate	assumptions,	a	negative	stable	growth	rate	for	broadcast	media	is	
hardly	unreasonable,	given	broadcast’s	ad	share	losses	and	the	potential	peaking	of	retransmission	consent	revenue,	along	with	the	
challenge	 of	 improving	 on	 TV	 segment	 OCF	margins	 that	 are	 near	 historical	 highs.	 Even	 the	most	 optimistic	 stable	 growth	 rate	
assumption	for	digital	media	would	only	be	only	slightly	higher,	perhaps	50bps,	than	our	~1%	assumption,	given	current	long-term	
government	bond	yields.	Finally,	the	~8%	discount	rate	for	the	digital	media	business	is	logically	higher	than	the	~6%	rate	used	for	
the	broadcast	business,	given	that	this	business	operates	primarily	as	intermediaries	in	the	relatively	fast-changing	sector	of	digital	
marketing.	 These	 discount	 rates,	 while	 low	 by	 historical	 standards,	 do	 reflect	 current	market	 conditions	 (low	 interest	 rates	 and	
equity	risk	premium).	Boosting	the	digital	media	discount	rate	even	further	to	account	 for	 the	relative	 immaturity	of	 the	recently	
acquired	businesses	would	inappropriately	demand	a	premium	for	idiosyncratic	risk.	We	choose	rather	to	do	our	best	to	monitor	the	
operational	volatility	of	these	digital	media	businesses,	and	assume	that	EVC	management	will	as	well.	

EVC’s	Price	Momentum	Is	Helping	On	Certain	Screens	
Fans	of	James	(Jim)	O'Shaughnessy’s	investment	approach	might	take	particular	interest	in	EVC	at	the	moment.	According	to	the	
implementation	 of	 a	 number	 of	 screens	 by	 the	 American	 Association	 of	 Individual	 Investors	 (AAII),	 EVC	 passes	 three	 screens	
associated	with	O’Shaughnessy:	Small	Cap	Growth	&	Value	Screen,	Growth	Screen	II	and	All	Cap	Screen.	As	implemented	by	AAII,	all	
three	of	these	screens	look	for	low	price-to-sales	combined	with	strong	price	momentum.	The	All	Cap	screen	looks	in	addition	for	
low	 price-to-cash	 flow	 and	 high	 dividend	 yield,	while	 the	 two	 other	 screens	 add	 a	 focus	 on	 earnings	 growth	 over	 the	 last	 year.	
Further	detail	on	AAII’s	implementation	of	these	screens	is	at	www.aaii.com/stock-investor-pro/powerrankings.		

	



Industry	Capital	Research
	

Entravision	Communications	(EVC)																																																																																																														Initiation	of	Coverage	July	6,	2021	 	 	 Initiation	of	Coverage	June	28,	2021	
	

	 	

Entravision	Communications	Corporation	(EVC)		 65	

	

Stock	Price	Can	Be	Sticky	
We	close	by	noting	that	EVC’s	stock	can	present	opportunities	on	the	long	and	short	side	 likely	peculiar	to	 its	small-cap	status.	
Last	year,	for	example,	while	the	overall	U.S.	equity	market	had	a	big	bounce	off	the	bottom	from	March-October,	EVC’s	stock	was	
stuck	in	a	relatively	narrow	trading	range,	despite	the	fact	that	its	underlying	ad	business	is	heavily	exposed	to	the	cyclical	consumer	
trends	whose	outlook	seemed	most	 to	be	 recovering.	Catalysts	 in	October-November	seemed	to	 finally	 spark	a	 recovery	 in	EVC’s	
share	price.	With	3Q20	results	 in	November	came	management’s	 first	public	comments	on	the	Cisneros	acquisition	announced	 in	
October,	 whose	 bullishness	 was	 reinforced	 by	 color	 on	 the	 strong	 growth	 expected	 of	 Cisneros	 for	 4Q20.	 In	 that	 sense,	 the	
acquisition	announcement	in	October	and	EVC’s	results	in	early	November	were	a	linked	set	of	catalysts,	helping	to	spur	strong	stock	
performance	until	a	pause	in	March	of	this	year.		
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Figure	62:	Financial	Statement	Forecasts	Supporting	Our	Valuation	

	

Source:	Industry	Capital	Research	estimates	and	company	data	

	

	

	

	

	

	

	 	



Industry	Capital	Research
	

Entravision	Communications	(EVC)																																																																																																														Initiation	of	Coverage	July	6,	2021	 	 	 Initiation	of	Coverage	June	28,	2021	
	

	 	

Entravision	Communications	Corporation	(EVC)		 67	

	

Figure	63:	Financial	Statement	Forecasts	Supporting	Our	Valuation	(cont.)	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	64:	Financial	Statement	Forecasts	Supporting	Our	Valuation	(cont.)	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	65:	Financial	Statement	Forecasts	Supporting	Our	Valuation	(cont.)	

	

Source:	Industry	Capital	Research	estimates	and	company	data	
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Figure	66:	Separate	Sets	Of	Broadcasting	and	Digital	Media	Comparables	Support	the	WACC	Assumptions	for	our	DCFs	
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Figure	67:	DCF	Analysis	Supports	$9.00	12-Month	Price	Target	

	

Source:	Industry	Capital	Research	estimates	and	company	data	

	 	



Industry	Capital	Research
	

Entravision	Communications	(EVC)																																																																																																														Initiation	of	Coverage	July	6,	2021	 	 	 Initiation	of	Coverage	June	28,	2021	
	

	 	

Entravision	Communications	Corporation	(EVC)		 72	

	

Figure	68:	DCF	Analysis	Allocates	$4	of	Price	Target	To	Broadcasting	Business	

	

Source:	Industry	Capital	Research	estimates	and	company	data	 	
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Figure	69:	DCF	Analysis	Allocates	$5	of	Price	Target	To	Digital	Media	Business	

	

Source:	Industry	Capital	Research	estimates	and	company	data		 	
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