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Acquisition of Trademe.co.nz
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Overview

• Excellent fit both strategically and financially

• Trade Me is the leading internet business in New Zealand
– Largest audience of all New Zealand websites with over 60% of New 

Zealand internet traffic
– 1.2 million registered members (30% of New Zealand population) and 

gaining at 50,000 per month
– Expected to host 35 million auctions this year and 15 million item sales
– Incredibly strong consumer brand

• Acquisition price - NZ$700 million (A$625 million)
– Multiple of 15-16x on forecast FY07 EBITDA
– EPS neutral YR1, accretive YR2

• Earn out based on 10x of excess EBITDA over NZ$45 million FY07* or 
NZ$60 million EBITDA in FY08.  Capped at NZ$50 million

*Trade Me operates on a 31 March close to the financial year
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Trade Me leads the New 
Zealand internet space
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Trade Me started with general 
merchandise and has added other 
categories
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Phenomenal growth

Trade me monthly auctions: March 2000 – February 2006
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Demonstrated ability to 
leverage auction audience…

• Incredibly strong auction audience

– Number 1 auction site

• Leveraged audience into cars and property

– Trade Me Cars launched June 2003, quickly achieved audience and 
inventory leadership

– Trade Me Property launched June 2005 and has achieved largest 
online audience

• Audience leadership drives the economics
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Future growth will come 
from…

1. New Zealand online share of all categories is still relatively 
small

2. Leveraging the auction traffic into new categories i.e. Jobs

3. Revenue potential relative to audience reach has not been fully 
developed

All underpinned by the strongest 
internet audience in New Zealand
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Transaction funding and 
financial impacts

• Purchase price NZ$700 million

• Funded by a mix of A$250 million Hybrid Equity and balance in 
senior bank debt

• Price represents

– FY06 EBITDA multiple of 26.9x
– FY07 estimated EBITDA multiple of 15/16x

• Valuation based upon

– Comparable EBITDA multiples for assets with similar growth rates
– EPS sensitivities based on proposed funding structure and FXJ 

current capital structure
– Discounted cash flows

All three valuation methodologies support the acquisition
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Funded by Hybrid Equity and 
Senior Debt

Hybrid
≈ 40%

Senior 
Debt

≈ 60% A$375m

Acquisition 
NZ$700m
(A$625m)

A$250m

A$625m

• Step up Preference Security. 
Non-call period of 5 years

• Through an offer to institutional 
and sophisticated investors

• Equity for accounting purposes 
on consolidation

• 50% equity credit for S&P 
rating

• 364 day bridge to be refinanced 
in 2006

Exchange rate A$1 = NZ$1.12
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The purchase price compares 
favourably with comparable 
valuations

21.5x27.5xeBay3.

19.6x31.1xRealestate.com.au2.

16.9x19.5xSeek2.

15.6x26.9xTrade Me acquisition1.

FY07FY06

Trade Me EBITDA multiples vs. benchmarks: FY06-07

1. March 06 year end
2. June 06 year end
3. December 06 year end
Source: IRESS and Bloomberg 3 March 2006
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Trade Me will be neutral to 
EPS accretive…

• Based on proposed funding structure

– EPS neutral FY07
– Minor EPS accretion FY08

• Based on current Fairfax capital structure (75% equity and 25% 
debt)

– Minor EPS dilution FY07
– EPS neutral FY08

Note: Accretion/Dilution based on Fairfax consensus numbers and forecasts for Trade Me



12

Fairfax balance sheet – pro 
forma following transaction

2,1822501,932Total Equity

2,1822501,932NET ASSETS

2,0023791,623Total liabilities

4,1846293,555Total Assets

Estimated 
Pro Forma

Dec '05
A$m

Estimated 
Trade Me

Transaction
A$m

Fairfax
Actual Dec '05

A$m

*

*Estimated transaction comprises purchase price plus acquired assets and liabilities
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Summary

• Excellent fit both strategically and financially

• Enhances our New Zealand position

• Transforms us into the leading digital business in Australasia

• Continues to reshape our earnings mix towards higher growth 
digital businesses
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