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Emerging Trends Within the Internet Economy

The rizse of the Intermet is altering the
approach of traditional media cormpanies to
producivg content. Media comypanies are
increasingly developing content for highly
targeted audiences to be delivered across
multiple platforns neluding the Web.

This trend and a wariety of others were
tecently the focus of a meeting of the Brain
Trast Ldvisory Board of JEGI Capital, an
affiliate of The Jordan, Edrmiston Group. The
meeting cendered on the eatly-stage wvenbare
furd's  medialfe-commerce  investroent
strategv.  Some of the latest market trends
discussed related to the comvergence of
Internet and traditional media bhusiness
models:

Venture-hacked companies are spurring
organizational change among traditiomnal
media companies. Large, established
busitesses are spawhihg VIZOrous hew in-
house wentures to compete extermally in the

w & backlog in the [PO pipelive that is
cornpelling new e dia businesses to focus
on peTvate ety and corporate somces for
follow-on capital.

The form of content i changing, Text,
andio and wideo information are ncreasingly
being hlended to
& XPETIENC es.

create  richer user

The mubiplication and transformation of
phtorne & continwing. The advent of
broadband and the spread of wireless Intermet
access will ditve newr Intermet opporhanities.

Internet puhlishers are continuing to seek
new revenue sources. Dvlany pblishers are
offering mformation on a tiered subscription
basis to take advantage of differing levels of
demand armong users.

Advertkers are paying for targeted
audiences. Advertisers are showing an

increasing willingness o pay premintn rates
for targeted mformation delivered to users in
such new fonms as e-rnail newsle tters.

More consumers are accessing the Internet
but are spemding less time online. The
competition for customer attention online has
made it imperatree for content producers to
meet the specific derands of the ir customers.

Consumer privacy ¥ hecoming an ever
more important swe. [ntermet companies
must grapple with the reluctance of
consumers to cede privacy nghts while they
are online.

The horizon is hricht for organirations
focused on education. A5 bandwidth
capabilities improve  for
CORSWTE Y users, the
opportunities for organizations prowiding
educational learming onlive will expand.

conbre 1o
and husiness

changed ervironnent.

Public market correctons in Imternet
stocks have nueant:

JEGI Capital Brain Trust Advisory Board Meets

m Anincreased rationalization of provate
market valuationsiterma;

B & dewand by e stors for sustainable
bugive sz models with a clear path fo
profitability (P2F),

m b retom by venhire irreestors to the
expectation of 4 more traditional three-to-
fIve-year exit on itrestne nts; and

LB e

JEGI Capital LLC hosted its first Advisory Board meeting at the Four Seasons restaurant.

(From leff), Tom Crowley Managing Partrer of JEGI Capital, Lord Bothermere, Chairrnan,
Draily Ilail and Gereral Trust, Wiltna Jordar, CEO of The Jordan, Edwmiston Group and JEGI
Capital, Momnwan Pearlstine, Editor-in-Chief, Tire Inc. (Guest Speaker), Fent Hawryduk,

Greneral Partrier, JTEGT Capital.
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M&A Activity in 2Q 2000 at Lower Levels

Lofter setting a record i 1999 and staring off
strong in 10 2000, IWEA actrity in the TS
magazine and exposition seetors cooled v 20)
2000, According to data compiled by The
Jordan, Edwiston Groug, the aggrezate walue
of 20 deals in these sectors
was $923 mdllion, which
represents an 12%% decrease
fioen 200 1999 The total
mrnber of deals declined
31% from 39 0 27,

The muober of armounced
U5 magazine pblishing
and exposition deals for the
first half of 2000 declined
fior 99 in 1999 to A7 in
2000, Howewer, the tofal
value of these deals leaped
fiorn $3 4billionin 1999 to
a record $17.7 billion in
2000, due primmarily o the
LOL - Tiree Warner and Tribune Corogpany -
Titres hlinvor transactions. Dleanwhile, the
corbined  average walue of deals in thess
sectors rose by T29%, to $280.5 million from
anaverage of $33 2 million through the 20 of
1999,

Private-ecuity financial firns continne o be
arnong the most actmee buyers of B2B print
abd exposition properties. Wicks Business
Information, Fromtenac, SCF  Pariners,
Pfingsten Partners, Veromis Suhbler and
LBRREY  Parters hawve all completed
acguisitions i the sector  JEGI expects
financial or private equitybuyers to confine
to plasy a growing role in the consolidation of
the B2B publishing and exposition sector. In
1999 bagout fires raised $43.2 bhilion of
prTvate equity capital, according to Bupouds,
an industry publication. JEGT now estimnates
there are raore than 350 private ecquityrbarmoot
firrns. Nlbre than 50 pemeate ecquity basoot
firrns have indicated they are tarzeting BIB

media corparies for acouisiions.

With several high profile deals in the pipe live
corabined with strong dernand from priveate
ecpuity firs, JEGT believes IV L activity in
the B2B rmazamine publishing and exposifion
sector will reach 1909 deal activity levels in
the second-half of this year.

Finaneial buyers, including Vulean Ventures,
Verords Suhler, Willis Stein, Citicorn Venture
Capital and Colorrade Capital, have recently

avmoumeed conswmer pablishing acoguisitions
ot indicated their intent fo make acqmisitions
n the consurner publishing avena. They are
joined by several diversified intermational
consrnet publishe rs incInding Graner + Jahe,

"The combinmation of higher inrerest rates, unsettled public
markets and short-term uncertainty on the part of buyers has
knocked some of the wind ont of merger and acquisition
activity in the B2B made magazine and mrade show sectors.
We expect 2 strong showing in the second-half of this year as
quality businesses conrinne to command attenrion fom
buyers at preminm prices "
- Wilma H. Jordan, CEO, The Jordan, Edmiston Group, [nc.

EMAE BBC and Hachette, which have also
made acmsitions or anhouncernetts.

The awverage walue of consumer publishing
deals in the first half of 2000 increased to
$734.0 raillion frorm $111 2 million, inflated
by the £0L-Tirne Warne r and Trbure-Tirmes

Nlirror deals. Prices for consarne magamine s
grew at double-dizit rates, as the average
non-weighted EBITDA (eammings before
interest, taxes, de preciationand araortization)
trailing  twebee months (ttw) moultiple

increased to 132% and the

non-weighted average
reverns i wultple rwse to
27

Ilearwhile, prices of BIB
ragazines and exposition
media corapanies reraived
strong despite the fall-off m
deal  actmaty Buyrers
continne  to pay  higher
multiples for larzer, market
leading  properties  with
sevveral reverme strearns and
solid growth prospects.

The average walue of BIB

trade publishing deals rose to
$21 6 million from $14.7 mdlion during the
period. frerage EBITDS and rewerne thm
multiples were nhehanged i 2000 at 2.2 and
20w respectrely. Exposifion and confere nee
EBITDA  and  rewvenue  thw  woltiples
approached 1999 levels at 102x and 3.4x
respec trve Iy

Magazine Publishing and Exposition M&A Deals

B2E Trade
Magazines
Mo, of M & Apuuisiti

Consumer Expositions/

Magazines* Conferences Total

Tan-Time 2000

23 2 A3

Ian-Iime 1992

12 ry g

1% 67 36

porate

Tan-Time 2000 Afs 2

1A #E5 1 11E S 17 ARD A

Jan-lme 1999 1197

21125 4573 33435

BP9 By A5

LVET3

Jan-Jime 2000

T340 151

2805

Jan-lme 19599

1112 169 LR

P Tuff

A =N T

Hurlides ordy the magEie pubiisfone poviias of the 400 Nime Wy gwd Db Niwes hlveae
ouarhios o e e gf aeowrranet.  dveroge Beverwr awd FRITOL (Eavings Befove Bdevest,
Toanes, Depmeciation and duoriization) mulhiples ave rme wel gfted averages.
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Training and elLearning Expansion Fuels M&A Activity

Spured by innevvattee delivery systems,
software and bandwidth deweloprents,
growth rates in eleaming and training are
forecast o exceed e-commerce over the next
frve wears, according to market ressawcher
International Data Corp. (IDC).  IDC
estitnates that the 115, corporate elearning
and traiving marketplace will expand at an
23% cormpound annual growth rate and reach
$11 .4 billion by 2003,

Consolidation in the eLeaming and training
market is being led by established media,
edurational and training comparies. They
are complementing  their  traditional
busitesses by acouiting and developing
ording cornparde s.

Several independent training prowviders are
also contributing to the consolidation trend

by aligning themselves with and acouiving
leading technology and learning software
application companies.

Thomson Learning (TL), a division of The
Thotzon Corporation, recently acouired
Wave Technologies Infernational, Inc, a
corapaty that develops, markets and delvers
training and instroctional products related to
information technologies. Earlier this wear,
TL parchased Prometric, a computer-based
testing and assesstnent services commpany.

The WeGraw-Hill Compardes, Ine. acguired
Trkome Education and Hebec Iult Media
Solutions, Lid Hebeo's  multimedia
management and eraployee raining courses
abd technology affords WleGraw-Hill the
capability to deliver interactive training
programs for professionals ower the Internet.

Harcowt, Inc., prior to putting itself up for
sale in  June, acquired Knowledge
Comenunications, Inc. to strengthen its
position in the rapidly growing market of
technology-hased training.

Emerging companies such as Frontline
Crroup, Gilat Cornunications, Lesnd cor,
Proveant and THIN GO {originally TrairdngHef)
have been active in acquiring highly
specialized technology  companies,
managerient software application peoviders
and elearning  and taining  content
providers.  Dlany of these emerging
corpardes are in the process of deterrniring
which business models and parmers will
endble them to capitalize on the promising
long-terra growth opportmities forecasted
for the el earning and traiving marke tplace.

Brain Trust Members Meet W

NEW YOREK - The first Brain Trust
Lutvizory Board rmeeting of JEGI Cayital
was held recertly at the Fowr Seasons
restaurant.

Ilermbers examined the latest market trends
related to the Interret and the corergence
of Internet business models with traditional
busitess models.  Speakers inecluded
Homman Pearlstine, Editor-in-Clief, Time
Inc., discussing the acguisiion of Time
Warner by Arerica Online, and Strauss
Zelodck, Presidemt & CEOQ, BIG
Entertairenent,  speaking on  the
Comvergence of Iedia & Corunerce on the
Internet.

The &dwvisory Board meeting also featored a

presentation frorm the Fund's first portfolio
compary; BowSteetcom.  President and
CED Bob Crowley described the redia-
COMLINEIC e cotnpary's business concept and

relationship to medis-comrnerce business
rodels,

JEGT Cayital's &cdvisory Board members are
Tom &lbers, Managing Director and Co-
founder of Dladrona Werdare Group LLC,
Governor Lamar Slexander Chainman of
Simplexiscom and former Gowernor of
Tennessee, Bruce Bamet Director of
several Infernet cormpardes and fonmner CEO
of Cahners Business Information; Jonathan
Bulkeleyy Mon-Executive Chairman of
QEL, Europe's leading electronic auction

ith JEGI Portfolio Companies

and former CEQ of

business,
baresndnoble corm; Snne Wl Busguet,
President, ferican Express Relationship
Services, Faul J. Femandez, President &
CED, Prowicom; John A MeEinlew Jr,

Executire  Viee President & Chiefl
TechnologywOfficer of Tk ill Iymeh & Co
and Iiark Walsh, President & CEO of
WVerticallfet.

JEGI Intermet Econoray Partrers LE iz an
irvestrment fund designed fo make equity
irvestiments in eatly stage, e-cornerce
companizs  that  hawve media-related
techriologies and business models. Its
irpvestors include global media compardes,
media CEOz and industry leaders.




