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Financial Highlights

e Strong underlying financial result
Revenue up 4.4% to $977.6m
EBIT up 4.5% to $223.5m
NPAT up 5.2% to $124.8m

e Free cashflow (pre-acquisitions) up 8.3%

e Interim dividend increased to 8.0 cents per share

Note: All comparatives based upon FY05 H1 result adjusted for AIFRS
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CEO Overview

Two key priorities

1. Defend and grow our newspapers

Editorial quality and smart marketing to drive circulation and
readership

Innovative sales approach to drive advertising revenue growth

Business process simplification and streamlining to drive cost
reductions

2. Build an outstanding digital media business
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Delivering on the priorities...
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e Circulation growth
e SMH, The Age and AFR - setting the news agenda
e Record subscription levels at the SMH & The Age

Editorial quality and
smart marketing

e New products developed ie Bid2Buy, mid week
Innovative sales classifieds, zoned Domains, panorama, post-it notes,
approach new magazines

e Market share increase in display advertising

Business process
simplification and
streamlining

e Underlying cost increases of only 2% in Australian
publishing

Booming revenue and profit growth

#1 in news, dating and holiday rentals in Australia
Strong #2 in jobs, homes and cars in Australia

Trade Me acquisition in New Zealand

Strongest portfolio of digital businesses in Australasia
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Circulation

Table of Variances
Circulation* at December 05
* Audit Bureau of Circulations % Change

Jul-Dec 04

Change from \"/

Monday to Friday

The Australian Financial Review 0.6%

The Sydney Morning Herald 0.1%

The Age (0.6%)
Saturday

The Australian Financial Review 5.1%

The Sydney Morning Herald 1.5%

The Age 1.6%
Sunday

The Sun Herald 1.0%

The Sunday Age 3.8%
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Australian publishing...

FYO6 H1 FYO5 H1

Advertising 541.7 536.1 5.6 1.0%
Circulation 108.0 104.7 3.3 3.2%
Other revenues 11.2 11.5 (0.3) (2.7%)
Total revenue 660.9 652.3 8.6 1.3%
Costs 501.0 487.1 (13.9) (2.9%)
EBITDA 159.9 165.2 (5.3) (3.2%)
Depreciation 33.4 34.8 1.4 4.0%
EBIT 126.5 130.4 (3.9) (3.0%)
EBITDA margin 24.2% 25.3%

EBIT margin 19.1% 20.0%
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Weaker economy particularly
in NSW

_ The Sydney
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It's achampagne economy for Howard's 10th anniversary, except ..
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Fairfax

John Garnaut

Economics Correspondent
andMattWade
NSW taxpayers will be stripped
of $2.5 billion in GST next year

ing volumes to lift exports for so
long now it feels like waiting for
ot,” said Tony Meer, ief
economist at Deutsche Bank.
“But the nominal economy, in
which we all live, is booming.”

"LAGGING BEHIND

Growth in all spending, state by state

despite living in the worst per- The nominal economy {in %) for 2005 SOURCE: ABS
forming economy in the country. measure takes account of the
Treasurer Peter Costello’s terms of trade, or ratio of export MNew South Wales 2.0
Grants Commission revealed to import prices, which have o . .
esterday that each NSW house- risen 31 per cent since Mar Victoria 3.3
old will pay almost $1000 in 2003 because Chinese produgers
GST subsidies to the other states. have been buying Austt!fhan OU eensland 6.4
Much of it will go to the booming commodities to producde low- .
T;ellltjs and territories;](:f Qudeedlns— costhmanufactures&,al' . SDUth AUStra“a 29
, Western Australia an e The Bureau of istics sai =
Northern Territory, whose econ-  NSW state ﬁjlaldenland a broad Western Australia 10.4
omies are growing as much as measure of spendmg, grew just Tasman‘la 5 2
five times faster than N?}-V’sl. 2 pehr cem® in 2005, -::ompia.rvi(l,i *
However, Mr Costello lam- with 6. #per cent u.lQueens an 1
pooned the Carr and Iemma 10.4,pér cent in Western Aust- NUrthE!—n Terfltﬂry - 1.5
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jams and an expected budget ,Morthern Territory. The WA =
«** economy grew 4.5 per centin the Australia 4.4

LAGGING BEHIND

Growth in all spending, state by siate
(in 96) for 2005 SOURTE: 35

December quarter alone or
roughly twice the pace of the
Chinese economy.

NSW grew 0.7 per cent in the

New South Wales =t quarter, after contracting 0.3 per
Victoria 3.3 cent in the September quarter.*®
Queensland 6.4 with only a large incregse*in
South Australia 29 Government spending sasfing the
Westerq Australia 10.4 economy from stalhn'g

Tasmania ; 5.2 Mr Costellg stid the Carr and
Northern Territory ns Iemma geternments had not
Australia Capital Territory 4.9 helBQd *+Ithink the pubh-:: knows
Australia 4.4  what it wants. It WANES . . roads
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Australian publishing

Advertising revenue by quarters

AUS Advertising Markets and Publishing Business Units

20.0%
Q1 2006 vs Q1 2005 Q2 2006 vs Q2 2005
10.0% 8.6%
5.1%
4.1%
g _-
0.7%
0.0%-
(0.6%)
(2.6%)
B Metros (incl Magazines)
(10.0%) l Regionals / FCN

O FBM & Other
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Australian publishing

Advertising revenue performance K *
mixed Rl

Publishing Advertising H1 FY06 vs H1 FY05
1.0% growth

_/\
- N
8.8 (3.0) 3.6
(4.1) (8.2%) 6.7%

£ 0.3

o

< (3.9%) 0.3% 3.8%

FYO5 H1 Employment Real Estate National/Retail/ MV Classifieds Other FYO06 H1

Other Display Classified/Inserts
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Australian publishing

Maintaining tight cost controls

Australian Publishing Costs H1 FY2006 v H1 FY2005
2.9%

/\
/;1.7 03 3.0 0.8 (1.8)

A$m

H1 2005 Staff Cost Newsprint Production / Promotions Other H1 2006
Distribution

2.0% excluding Travel & Leisure and AFR Desktop
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Fairfax Digital

FYO6 H1 FYO5 H1

Revenue 42.6 25.6 17.0 66.6%
Costs 30.6 24.4 (6.2) (25.5%)
EBITDA 12.0 1.2 10.8 895.2%
Depreciation 1.0 1.0 - -
EBIT 11.0 0.2 10.8 -
EBITDA Margins 28.2% 4.7%

EBIT Margins 25.8% 0.8%
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Online revenue growth strong & Uimdh "

across the board “Xﬁ s

Digital Revenue H1 FY06 vs H1 FY05

66.6% growth
A

7.2

A$'m

FYO5 H1 Banner Display Classifieds/Other FY06 H1
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New Zealand

Advertising
Circulation
Other revenues
Total revenue
Costs

EBITDA
Depreciation
EBIT

EBITDA margin

EBIT margin
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FYO06 H1

FYOS5 H1

217.4 209.4 8.0 3.8%
67.4 63.8 3.6 5.6%
10.8 8.6 2.1 25.6%

295.5 281.8 13.7 4.9%
196.7 186.5 (10.2) (5.5%)
98.8 95.3 3.5 3.7%
5.4 5.1 (0.3) (5.9%)
93.4 90.2 3.2 3.5%
33.4% 33.8%
31.6% 32.0%
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NZ revenue growth across

most categories

NZ Net Advertising by Category FY06 H1 vs FY0O5 H1

3.8% growth

_4—/\
-~ N
1.8 0.4
(0.3) 1.7
2.4 '
2.0
£
H
N
=
FYO5 H1 Employment Real Estate Motor Retail House & Other FYO06 H1
Vehicles Home
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While New Zealand cost

controls maintained...

Underlying NZ Costs FY06 H1 v FYO5 H1

3.8% growth (excluding acquisitions)

A

1.2

e 2.5 (0.4) 3.3
£ .
#
N
Z
H1 FYO5 Acquisitions/ Staff Cost Newsprint Production / Other H1 FYO6
Distribution

New Products
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Falirfax

Group Financial Performance

Mr Sankar Narayan
Chief Financial Officer
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Minimal NPAT effects from

AIFRS adjustments
Last Year
Last Year _ Presses FYO5 H1
Costs 683.2 0.3 683.5
Depreciation &
amortisation 41.7 (1.2) 40.5
EBIT 212.9 1.2 (0.3) 213.8
Interest 39.2 9.4 (0.9) 47.7
Tax 47.3 (0.1) 47.2
OEI 0.3 0.3
NPAT 126.1 1.2 (9.4) 0.8 118.7
Presses Dividend 9.4 (9.4) 0.0
NPAT post Presses 116.7 1.2 0.8 118.7
Earnings per share 12.77 12.98
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Profit growth continues...

Underlying Trading Adiustments

FYO6  FYO05 var : FY06 FYO5 : FYO06 FYO5  Var

H1 H1 % ' H1 H1 : H1 H1 %
Revenue 977.6  936.6 4.4 - 977.6 936.6 4.4
Associate *
profits 0.4 1.2  65.0 - (4.4) - 4.8 1.2 310.0
Costs (715.1) (683.5) (4.6) - 13.3% 4.0 (728.4) (679.4) (7.2)
EBITDA 262.9 254.3 3.4 8.9 (4.0) © 254.0 258.4 (1.7)
Depreciation (39.4) (40.5) 2.7 - - (39.4) (40.5) 2.7
EBIT 223.5 213.8 @ 8.9 (4.0) - 214.6 217.9 (1.5)

=

*Share of profits from AAP Ltd
**Australian restructuring costs
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Profit growth continues...

Underlying Trading

FY06 FYO5 Var : FYO06 : FY0O6 FYO5  Var
H1 H1 % : H1 : H1 H1 %

EBIT 223.5 213.8 4.5 8.9 (4.0) - 214.6 217.9 (1.5)
Interest (48.8) (47.7) (2.4) - - (48.8) (47.8) (2.1)
Tax (49.6) (47.2) (5.1) . (4.0) (3.0) - (45.6) (44.1) (3.3)
Outside equity

interest (0.3) (0.3) - - (0.3) (0.3) -
Net Profit after tax 124.8 118.7 G Zj 4.9 (7.0) - 119.9 125.7 (4.6)
WANOS 928.0 913.9 1.5 928.0 913.9 1.5
Earnings per share

(cents) 13.45 12.98 3.6 12.92 13.74 (6.0)
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Excellent cash flow...

FYO6 H1 FYO5 H1

Cash flows from operating activities 147.7 133.4
Presses dividend (9.3) (9.4)
Capital expenditure (16.6) (11.5)
Operating cashflow post PRESSES and Capital Expenditure 121.8 112.5
Acquisitions (55.0) (11.7)
Proceeds from sale of PP&E - 8.4
Dividends paid (108.5) (43.9)
Net debt (increase)/reduction (41.7) 65.3
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Strong balance sheet ...

31 Dec 05 30 June 06

Intangibles 2,417.9 2,352.5
Property, plant and equipment 680.7 697.0
Investments & financial assets 23.6 23.8
Receivables 279.4 292.8
Inventories 33.3 30.2
Other assets 112.4 61.8
Net borrowings (1,206.9)" (916.0)
Other liabilities (408.6) (370.4)
Net assets 1,931.8 2,171.8

* Per AIFRS, PRESSES have been reclassified as Debt
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Falirfax

Business Reviews, Summary

and Outlook

Mr David Kirk
Chief Executive Officer
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Management structure

re-aligned....

Gail Hambly

Counsel Company

Group General

David Kirk
Chief Executive Officer

Sankar Narayan

Secretary

Chief Financial Officer

Linda Price

Director, Organisation
Development & IT

Michael Gill .
Don Churchill James Hooke Editor-in-Chief & Mark Scott CJhoi:PEv;(/(IatchliE\S/e to be appointed
Managing Director Managing Director Publisher e : " Managing Director
Victoria NSW Fairfax Business EdioiigliRliectoy Officer Fairfax Digital
Media New Zealand
* The Age « SMH & Sun « Australian + Editorial quality + All New Zealand + smh.com.au
- Regional & Herald Financial Review :incggtshseggztraha publications . age.com.au
Suburban papers * Regional & + BRW Magazine « All classified
- Victoria Suburban papers * Insert magazines

- NSW
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+ Other business
publications

» AFR Digital
product

websites

* All other
Australian
websites
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Metropolitan papers and

IELEFAIES

e Circulation up

e New management structure achieving results

e Editorial appointments are improving paper quality
e Metropolitan advertising markets tough

e Magazine environment very competitive

Priorities

e Continue re-vitalisation of major mastheads
e Maintain momentum in circulation

o Development of new revenue initiatives

e Maintain tight cost controls
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Regional and Suburbans
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e Regional economies performing well
e All regional titles increased revenues and profits

e Revenue growth slightly tempered by slower real estate
markets

e Margin improvements achieved

Priorities
e Continue expansion of network where opportunities arise

e Further enhance cross selling opportunities with Metro
mastheads and Fairfax Digital
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Fairfax Business Media

hﬁ ==

e Strong circulation results
e Excellent revenue and profit growth
e Maintained market leadership in the super AB demographic

e Smooth transition to Smart Investor magazine and performing
at above expectations

e IPSOS survey indicates that the AFR is the “publication of
choice” in high AB markets

Priorities
e Launch of AFR digital product by June 2006
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New Zealand

e All main newspaper titles reported solid growth in a tightening
environment

e National ad sales structure achieving greater results
e Acquisition of The Rodney Times and The Independent
e Circulation and readership growth

Priorities
e Plan for a tougher operating environment

o Further efficiency improvements via organisational structure
change and systems deployment
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Fairfax Digital

100% owned and operated

e Revenues and profits up significantly
e Audience now exceeds 8 million unique browsers per month
e #1 digital news publisher in Australia

e Strong classifieds position
Jobs, Motors and Real Estate strong #2 positions

o (Category leaders: RSVP and Stayz performing above expectations
e Great growth business characteristics

Priorities
e Distribution and monetisation of content across multiple media
e Increasing audience and market share in all categories

o Create portfolio of digital businesses to become the leading
Australasian internet media company
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In news, we have a

leadership position in
‘stickiness’ and yield

Online News Category

Reach Stickiness Yield
Australian audience reach (*000’s Time on site (minutes per unique Revenue/Unique browsers (FY05 $
unique browsers per month) browsers per month) per unique browser per annum)
3,129 36 9
2,555 P
4
3
5
News ninemsn Fairfax News ninemsn Fairfax News_ ninemsn Fa_irfax
Interactive Digital Interactive Digital Interactive Digital

Source: Nielsen Net Ratings and internal estimates
Note: Fairfax Digital’'s audience is concentrated in NSW / VIC
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Outlook...

“Trading in January and February has been mixed and it is too
early in the half to provide meaningful guidance. As in previous

years, we will do so when trends are clearer later in the half.”
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Advertising Volumes - Display

L&

AUS Advertising Volumes - Display
6 months ended 31 December 2005

1600 -
1400 - 1321 1341 17
1265
1184
1200 - 1271
1068 1069.728
g 1141.9
: 1000 - 1130.3
> 1009 1034.8
g 1055.708
' .
P 800
1S
]
S
> 600 -
/
592 528,511 547.1 542.2 5779
400 N — e 4719
= .
® 4 373 391
371.938 4078
200 | 316 3% 342 !
0

FY97 H1 FY98 H1 FY99 H1 FY00 H1 FY01 H1 FY02 H1 FY03 H1 FY04 H1 FY05 H1 FY06 H1

—>SMH —A— Age ——AFR —&—S-Herald
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Advertising Volumes -

Classifieds

AUS Advertising Volumes - Classifieds
6 months ended 31 December 2005

4000 -

4 3334
3500 3222 3243

3192

2996
2904 2921.655 2841.8 2882.9

3000 +
2500 +
2326.15 22212 22515

2000 -

1500 -

Volume - 000°'s cms

1000 -

500 - 247
151 205 201 196 e 224 193.437 173.6 165.4 *
& —— ° a 69
. o ¢ ¢ — v ¢ —

FY97 H1  FY98H1 FY99H1 FYOOH1 FYO1 H1 FY02H1 FYO3H1 FY04H1 FYO5H1 FY06 H1

—>¢SMH —A—Age —&—S-Herald

*
Motoring section in the S-Herald discontinued during the first half of FY06
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