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The stock has hit all-time lows

Without any fundamental reason, at the end of last week, the stock
descended to historic lows despite rebounding slightly since then. Since
the beginning of the year, the stock has lost -17%, clearly
underperforming the CAC Small (+16%). There is no fundamental
explanation for the pressure being placed on the stock. For this reason,
we believe that the current price offers an attractive investment window,
while the newsflow of the next few months should offer arguments for a
significant revaluation of the share.

Advertising expenditure rebounds strongly

In recent weeks, the major media agencies and research firms have
increased their 2021 growth forecasts. Covering all formats, it is Digital
Audio that is obviously confirming its strong momentum. There is a strong
appetite from advertisers who want to strengthen their presence regarding
this medium. The North American market is clearly leading H1 2021’s
rebound, but the improved health situation in Europe (end of lockdowns,
vaccination, etc.) should add a second catalyst for H2 2021.

Positive short-term newsflow

In July, the group is expected to publish strong Q2 2021 revenue figures,
amplifying the rebound that had already started in Q1 2021. This recovery
is being driven by Targetspot's activity in the US. The US advertising
market has been growing strongly since the first half of the year and
Targetspot should benefit from this. European growth is expected to be
more limited, but the economies’ reopening bodes well for a rebound in
Targetspot's European business in H2 2021. Ultimately, the group should
return to the hyper-growth trajectory it has enjoyed in the past (Targetspot
almost doubled in size between 2017 and 2019).

Exposed to two booming markets

The group is perfectly positioned to take advantage of the market boom in
which it is positioned, whether it be the monetisation of digital audio with
Targetspot or the development of services for independent artists with
Jamendo (in the collective management of music rights in particular); this
has been recently highlighted by Believe’s IPO. Both markets have a
bright future and are attracting a great deal of money. It is not impossible
to imagine that Audiovalley could eventually attract ambitious investors to
its various subsidiaries.

Management’s reassuring message

Following yesterday afternoon’s investor call, Audiovalley confirmed all of
its outlooks, including that of achieving a very dynamic H1 2021. Our
estimates remain unchanged. We are reiterating our Buy rating and TP of
€6.2.
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OVERVIEW of AUDIOVALLEY

Description

Shareholders

Audiovalley is a pure player in the booming digital
audio market, offering to content and digital audio
audience holders monetization technologies.
Audiovalley owns two business: Targetspot and
Jamendo. Targetspot is a technological platform
for aggregating and monetizing digital audio
content. Targetspot's business has a strong
international footprint, enabling to connect leading
global and local advertisers to a global audience of
over 160 million people. Jamendo is a new music
rights management platform (>650 000 songs from
>40 000 artists).

Revenue Growth (€M)
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SWOT Analysis

Strengths

Weaknesses

e A rich portfolio of proprietary technologies
to serve the Digital Audio market

e An international presence with sales teams
in about ten countries

e The group is positioned in a structurally
buoyant market (growth in audiences and
advertising spending in Digital Audio)

e High gross margin (>40%)

Opportunities

e The still limited scope of activity impacts the
group's profitability

e The cash generation still very limited

e The sensitivity of advertising revenue to
economic context

Threats

e Acceleration of the shift of advertising
budgets from traditional to Digital Audio

e Opening up the copyright market to
competition

e The platform model enables to anticipate
strong operational leverage in the long
term

e Target for a new entrant

X

e Arrival of new hyper-powerful entrants
(GAFA)

e Arrival of new technologies and/or new uses
that the group does not anticipate in order to
adapt to them quickly
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After the Senseless Decline, Beginning a Logical
Rebound

The stock has been under pressure for several weeks, although it has started to rebound significantly

in the last two sessions (+8.53% on Monday and +8.57% on Tuesday) after hitting an all-time low late
last week.

Evolution du titre (YTD) Evolution relative du titre vs CAC Small (YTD)

4.0 120.0

3.8

110.0
3.6

3.4

100.0
3.2
3.0 90.0
2.8

80.0
2.6

emmAudiovalley

24 70.0 e==CAC Small
22

2.0 60.0

04/01/2021 04/02/2021 04/03/2021 04/04/2021  04/05/2021 04/06/2021 04/01/2021  04/02/2021 04/03/2021 04/04/2021 04/05/2021  04/06/2021

Source: Factset

There is no fundamental reason for this downward pressure. Therefore, we think that the timing is

right to come back to the stock, especially as the newsflow of the next few months should allow it to
continue to rise in value.

Increase in Advertising Expenditure Forecasts

The pace of economic recovery, which is greater than initially expected, has led media agencies and
research firms to revise their projections for the advertising market’s recovery. Even if the data is not
homogeneous from one source to another, an upward revision is well shared by the various players.
2021’s market growth consensus (based on forecasts from Dentsu Aegis, GroupM, Magna and
Zenith) has been revised to +10.6% (see here).
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For its part, eMarketer revised its forecast in March 2021 from +8.1% to +15%. Although the overall
trend is positive, eMarketer stresses that the recovery’s distribution will be uneven, depending on the
country and the advertising format. Digital spending (+20.4%) will naturally be the driving force behind
this recovery. In the United States, where the recovery is already well established, spending on digital
audio is expected to grow by +16% in 2021, before increasing by more than $0.5bn per year. GroupM
estimates that audio ad spend will grow by +18% in 2021 (see here), well above December’s forecast
of +8.7%.

Total Media Ad Spending (Worldwide) Digital Audio Services Ad Spending (US)
Total Media Ad Spending Worldwide Digital Audio Services Ad Spending
Worldwide, 2021-2025 US, 2021-2025
$1,007.66 $7.89

$74767
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A Favourable Framework for Targetspot’s Growth

= The improvement in the economic environment is a powerful driver for Targetspot. As the
model is based on advertising, it naturally depends on the ability of advertisers to invest. Following
the forced pause thanks to covid, which at least allowed the market’'s transformation to accelerate
due to the adoption of digital advertising formats, a hew growth cycle is beginning.

= A booming market driven by digital audio audiences. Advertisers are showing a strong
appetite to invest in the digital audio market. While traditional radio audiences are in structural
decline, digital audio audiences are exploding. As money always follows the audience, the
advertising windfall historically invested in FM radio must be massively poured into the new Digital
Audio formats (digital radio, podcast, streaming application, etc.).

= A top-rank competitive position placing Targetspot in an excellent position to take
advantage of this windfall. The group is one of the very few players to have end-to-end
technological expertise (Streaming, Ad-Tech, DMP, etc.) and such a large international footprint
(direct presence in the US and Europe combined with partnerships covering regions such as
Australia or Asia). Targetspot has a global offer that meets all the market’s needs (from national to
local campaigns, including programmatic campaigns) with its diversified and attractive range of
inventories (digital radio, streaming platforms, podcasts, etc.) which should also be open to new
innovative formats (such as video games or applications with large audiences to monetise).
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Financial Data (1/2)

Income statement

€M 2018 2019 2020 2021e 2022e 2023e
Net sales 16.9 22.0 19.6 28.0 37.6 47.2
Growth 26.6% 29.6% -10.8% 42.7% 34.5% 25.5%

% of sales  0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Cost of sales 8.9 12.2 10.3 15.4 20.6 25.9
Personnel costs 6.1 7.0 6.4 7.7 9.2 10.6
Other expenses 3.6 3.3 2.3 2.9 3.4 3.7
0.0 0.0 0.0 0.0 0.0 0.0
EBITDA -1.7 -0.5 0.6 2.0 4.4 7.0
% of sales  -9.9% -2.5% 3.2% 7.2% 11.8% 14.9%
Amortization 0.7 15 1.9 2.3 2.7 3.1
"Technologies" Amortization 2.7 2.7 2.1 2.1 2.1 2.1
EBIT -5.1 -4.8 -3.4 -2.4 -0.4 1.9
% of sales -30.1%  -21.7%  -17.2% -8.4% -1.0% 3.9%
Gains on disposal 0.0 7.1 0.0 0.0 0.0 0.0
Financial result -1.3 2.3 -1.9 -1.2 -1.2 -1.2
Income tax 0.4 -0.3 0.4 0.0 0.0 0.0
Tax rate ns 6% 8% 0% 0% 0%
Net income -5.3 4.8 -4.8 -3.5 -1.6 0.6
Minority interests 0.0 0.1 0.1 0.1 0.1 0.1
Net income group share -5.3 4.8 -4.8 -3.5 -1.5 0.7

Balance sheet

M 2018 2019 2020 2021e 2022e 2023e
Goodwill 13.8 9.2 9.2 9.2 9.2 9.2
Tangible & intangible fixed assets 28.0 25.9 25.2 23.4 21.7 20.0
Other fixed assets 1.2 1.7 22 2.2 2.2 22
Accounts receivables 6.2 7.3 6.5 9.2 12.4 15.6
Other currents assets 1.1 0.7 1.0 1.0 1.0 1.0
Cash 1.0 1.9 0.8 9.8 12.1 16.7
Assets 51.2 46.7 45.0 54.9 58.7 64.6
Shareholder's equity 10.6 14.4 14.9 20.0 185 19.1
Minority interests 0.5 0.0 -0.1 -0.1 -0.1 -0.1
Provisions 1.0 0.8 0.5 0.5 0.5 0.5
Financial debt 23.4 18.2 15.4 15.4 15.4 15.4
Accounts payable 12.6 11.1 11.5 15.6 20.1 24.6
Other currents liabilities 2.9 2.2 2.7 3.4 4.2 5.0
Liabilities 51.2 46.7 45.0 54.9 58.7 64.6

Cash flow statement

€M 2018 2019 2020 2021e 2022e 2023e
Cash flow from operations -1.7 -1.3 -1.2 11 0.9 3.3
Change in WCR -0.7 -2.1 1.4 2.1 2.1 2.1
Operating cash flow 2.4 -3.6 0.2 1.0 3.1 5.4
Capex -1.0 -1.4 -0.5 -0.6 -0.8 -0.9
FCF -3.4 -5.0 -0.3 0.4 2.3 4.5
Disposal of fixed assets 01 7.7 0.0 0.0 0.0 0.0
Impact of changes of scope 0.0 0.0 0.0 0.0 0.0 0.0
Dividends 0.0 0.0 0.0 0.0 0.0 0.0
Capital increase 7.7 0.0 5.2 8.6 0.0 0.0
Purchase/sale of shares 0.1 01 0.0 0.0 0.0 0.0
Change in debt -4.5 -1.4 -4.6 0.0 0.0 0.0
Other -0.1 -0.5 -1.2 0.0 0.0 0.0
Net change in cash -0.3 0.8 -1.0 9.0 2.3 4.5
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Financial Data (2/2)

KEY RATIOS

2018 2019 2020 2021e 2022e
Sales growth 27% 30% -11% 43% 35%
Ebit margin -30% -22% -17% -8% -1%
Net margin -31% 22% -24% -12% -4%
EPS -1.0 0.5 -0.5 -0.3 -0.1
Dividend per share 0.0 0.0 0.0 0.0 0.0
Dividend Yield 0% 0% 0% 0% 0%
WCR as % of sales -49% -24% -34% -32% -29%
DIO ns ns ns ns ns
DSO 133 122 120 120 120
DPO ns ns ns ns ns
FCF -3.4 -5.0 -0.3 0.4 2.3
FCF yield -8% -13% -1% 1% 6%
Conwersion rate (FCF/EBITDA) ns ns ns 20% 52%
CAPEX/Sales 6% 8% 9% 2% 2%
ROE ns ns ns ns ns
ROA ns ns ns ns ns
ROCE ns ns ns ns ns
Gearing 201% 113% 98% 28% 18%
EVICA 0.0x 1.6x 1.1x
EV/EBITDA 0.0x 22.3x 9.7x
EV/EBIT 0.0x ns ns
PE 0.0x ns ns
MIDCAP PARTNERS vs CONSENSUS

2021e 2022e 2023e
F'::i rctir(:::)s Consensus FI)\/Iai r(tjrf::)s Consensus FI)\/Iai :g:& Consensus
Sales 28.0 28.0 37.6 37.6 47.2 49.6
EBITDA 2.0 -0.4 4.4 1.9 7.0 7.9
EBIT -2.4 -2.8 -0.4 -0.7 1.9 2.1
EPS -0.2 -0.3 -0.1 -0.1 0.1 #N/A
N
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Disclaimer

This document may mention evaluation methods defined as follows:

1. DCF method: discounting of future cash flows generated by the company's operations. Cash flows are determined by the analyst's
financial forecasts and models. The discount rate used corresponds to the weighted average cost of capital, which is defined as the weighted
average cost of the company's debt and the theoretical cost of its equity as estimated by the analyst._

2. Comparable method: application of market valuation multiples or those observed in recent transactions. These multiples can be used
as references and applied to the company's financial aggregates to deduce its valuation. The sample is selected by the analyst based on the
characteristics of the company (size, growth, profitability, etc.). The analyst may also apply a premium/discount depending on his perception of the
company's characteristics._

3. Assets and liabilities method: estimate of the value of equity capital based on revalued assets adjusted for the value of the debt._
4. Discounted dividend method: discounting of estimated future dividend flows. The discount rate used is generally the cost of capital._
5. Sum of the parts: this method consists of estimating the various activities of a company using the most appropriate valuation method

for each of them, then realizing the sum of the parts._
Rating structure

= Buyi: expected to outperform the market by more than 10% over a 6 - 12 months horizon_
= Hold: expected performance between -10% and +10% compared to the market in a 6 - 12 months horizon _

= Sell: expected to underperform the market by more than 10% over a 6 - 12 months horizon_
The history of ratings and the target price for the Issuers covered in this report are available on request at maketing@midcapp.com.

Conflict of Interests

Issuer Closing price (€)

AUDIOVALLEY 3.0 Buy E.G
A. TP ICAP (Europe) or any related legal entity holds more than 5% of the total issued capital of the Issuer;_
B. The Issuer holds more than 5% of the total issued share capital of TP ICAP (Europe) or any related legal entity; B. The Issuer holds
more than 5% of the total issued share capital of TP ICAP (Europe) or any related legal entity;_
C TP ICAP (Europe), alone or together with other legal entities, is linked to the Issuer by other significant financial interests;_
D. TP ICAP (Europe) or any related legal entity is a market maker or liquidity provider with whom a liquidity agreement has been entered
into in respect of the Issuer's financial instruments;_
E. TP ICAP (Europe) or any related legal entity has acted, over the last twelve months, as lead or co-lead in a public offer for financial
instruments of the Issuer;_
F. TP ICAP (Europe) or any legal entity related to it is party to any other agreement with the Issuer relating to the provision of investment
services in connection with the corporate activity;_
G. TP ICAP (Europe) and the Issuer have agreed to the provision by the former to the latter of a service for the production and

dissemination of the investment recommendation on the said Issuer._
Rating distribution

As of 01/06/2021, the ratings issued by the Midcap research team were as follows:

Global coverage universe of which "Corporate" Issuers *
Buy 81% 86%
Hold 15% 13%
Sell 3% 0%
Tender 1% 2%

* "Corporate" Issuers: Issuers to whom Midcap has provided Investment Services over the last 12 months
General Disclaimer

This report is published for information purposes only and does not constitute a solicitation or an offer to buy or sell any of the securities
mentioned herein. The information contained in this report has been obtained from sources believed to be reliable, TP ICAP (Europe) makes no
representation as to its accuracy or completeness. The reference prices used in this document are closing prices. All opinions expressed in this
report reflect our judgement at the date of the documents and are subject to change without notice. The securities discussed in this report may not
be suitable for all investors and are not intended to recommend specific securities, financial instruments or strategies to particular clients.
Investors should make their own investment decisions based on their financial situation and investment objectives. The value of the income from
your investment may vary due to changes in interest rates, changes in the financial and operating conditions of companies and other factors.
Investors should be aware that the market price of the securities discussed in this report may be volatile. Due to the risk and volatility of the
industry, the company and the market in general, at the current price of the securities, our investment rating may not correspond to the stated
price target. Additional information regarding the securities mentioned in this report is available on request.

This report is not intended for distribution to or use by any entity who is a citizen or resident of, or an entity located in any locality, territory, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to or limited by law or regulation. Entitys or
entities in possession of this report must inform themselves about and comply with any such restrictions, including MIFID 1I. TP ICAP (Europe)
has adopted effective administrative and organisational arrangements, including "information barriers", in order to prevent and avoid conflicts of
interest with regard to investment recommendations. The remuneration of financial analysts who participate in the preparation of the
recommendation is not linked to the corporate finance activity.

This publication has been approved by TP ICAP (Europe), an Investment Services Provider authorised and regulated by
the Autorité de Controle Prudentiel et de Résolution ("ACPR"). Midcap operates as a business division of TP ICAP (Europe).
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Notice to US Investors: This report was prepared, approved, published and distributed by TP ICAP (Europe), a company located outside of the
United States (a “non-US Company”). This report is distributed in the U.S. by Louis Capital Markets, LLC, a U.S. registered broker dealer, which
assumes responsibility for the research report’s content, and is meant only for major U.S. institutional investors (as defined in Rule 15a-6 under
the U.S. Securities Exchange Act of 1934 (the “Exchange Act”)) pursuant to the exemption in Rule 15a-6 and any transaction effected by a U.S.
customer in the securities described in this report must be effected through Louis Capital Markets, LLC rather than with or through the non-US
Company. Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal requirements or the Financial Industry
Regulatory Authority, Inc. (“FINRA”) or other regulatory requirements pertaining to research reports or research analysts. The non-US Company is
not registered as a broker-dealer under the Exchange Act or is a member of the Financial Industry Regulatory Authority, Inc. or any other U.S.
self-regulatory organization. The non-US Company is the employer of the research analyst(s) responsible for this research report.

The research analysts preparing this report are resident outside the United States and are not associated entitys of any US regulated broker-
dealer and therefore the analyst(s) is/are not subject to supervision by a US broker-dealer, and are not required to satisfy the regulatory licensing
requirements of FINRA or required to otherwise comply with US rules or regulations regarding, among other things, communications with a
subject company, public appearances and trading securities held by a research analyst account. Analyst Certification. Each of the analysts
identified in this report certifies, with respect to the companies or securities that the individual analyses, that (1) the views expressed in this report
reflect his or her entityal views about all of the subject companies and securities and such recommendations were elaborated independently; and
(2) no part of his or her compensation was, is or will be directly or indirectly dependent on the specific recommendations or views expressed in
this report. This material was produced solely for information purposes and for the use of the recipient. This document does not constitute an offer
of, or an invitation to buy or sell any security.

The information contained herein has been obtained from published information and other sources which are considered to be reliable. The
Companies noted herein accepts no liability or responsibility whatsoever for the accuracy or completeness of any such information. All estimates,
expressions of opinion and other subjective judgments contained herein are made as of the date of this document. Louis Capital Markets, LLC
assumes responsibility for the research reports content in regards to research distributed in the U.S. Louis Capital Markets, LLC, or its affiliates,
has not managed or co-managed a public offering of securities for the subject company in the past 12 months, has not received compensation for
investment banking services from the subject company in the past 12 months, does not expect to receive and does not intend to seek
compensation for investment banking services from the subject company in the next 3 months. Louis Capital Markets, LLC, or its affiliates, do not
beneficially own 1% or more of the subject securities and there are not any other actual, material conflicts of interest noted at the time of the
publication of this research report. As of the publication of this report, Louis Capital Markets, LLC does not make a market in the subject
securities. The non-US Company will refrain from initiating follow-up contacts with any recipient of this research report that does not qualify as a
Major Institutional Investor, or seek to otherwise induce or attempt to induce the purchase or sale of any security addressed in this research report
by such recipient.
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