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Shifting gears

Event: Fairfax Media has announced that it has embarked on a program that
will result in a head count reduction of 5% or 550 full time employees. The
program is expected to deliver around $50mn in annualised savings with
$25mn forecasted to flow into the FYQ9 financial year. FXJ expects to book a
once-off charge of around $50mn for redundancy and associated costs.

View: We view this as a significant gear-change for FXJ and one will
redefine the company culturally and financially in the medium to long term.
Our proprietary research on the Australian research sector has revealed
FXJ's metro mastheads as laggards among their peers when it comes to
editorial productivity levels. This came with the territory of being premium
broadsheets but in our view needed to change with the structural shifts
taking place in the sector. But our research shows that a reduction of staff
numbers does not necessarily have a negative impact on editorial quality.

Outlook: We have incorporated an additional $20mn in cost savings in our
forecasts for FYO9F, having already factored in an expectation for cost
savings from redundancies at Fairfax New Zealand which has been more
advanced in its adoption of new production technology and practices.

Valuation: Our DCF derived target price remains unchanged at $3.85 per
share. We maintain our Outperform rating. At the current price, FXJ is
trading at a 12% discount to the broader market.

Figure 1: Earnings revisions

CS FY09F CS FY10F CS FY11F
Old New Ch% Oid New Ch% Oid New Ch%
NPAT ($mn) 407 413  1.3% 446 465 4.3% 484 498 2.8%
EPS Pre-GW (¢) 27 27 1.3% 29 31 4.3% 32 33 2.8%
DPS (¢) 22 22  0.0% 24 25 4.2% 26 26 0.0%
Source: Company data, Credit Suisse estimates.
Share price performance Financial and valuation metrics
6% s Year to Jun 30 06/07A 06/08A 06/09F 06/10F 06/11F
2461 1039 NPAT $mn 251.2 378.1 412.7 464.7 497.8
R % Credit Suisse Profit* $mn 2512 3781 4127 4647 4978
035 % 3  Credit Suisse EPS* c 23.2 25.0 27.3 30.7 32.9
s i EPS Growth* % -5.4 7.6 9.1 12.6 71
2.34 6 *
Jun 07 Sep 07 Dec 07 Mar 08 May 08 Aug087 P/E . « X 12.8 11.9 10.9 9.7 9.1
—FXJ(LHS) — Relative to XJO Relative P/E % 109.3 90.2 87.5 84.5 85.1
The price relative chart measures performance against the Dividend c 20.0 20.0 22.0 25.0 26.0
S&P/ASX 200 index, which closed at 5007.50 on 26 Aug 08 Div Yield % 6.7 6.7 74 8.4 8.7
On 26 Aug 08 the spot exchange rate was A$1.15/1$/US$1 Franking % 100 75 75 75 75

Performance 1M 3M 12M
Absolute (%) 14% -13.1% -32.2%
Relative (%) -0.1% -1.9% -18.1%

Source: Company data, ASX, Credit Suisse estimates. ,* Adj. for goodwill, notional interest and unusual items. Relative P/E
against ASX/S&P200 based on pre GW in AUD. Company PE calculation is based on displayed EPS currency

DISCLOSURE APPENDIX CONTAINS ANALYST CERTIFICATIONS AND THE STATUS OF NON-US ANALYSTS.
U.S. Disclosure: Credit Suisse does and seeks to do business with companies covered in its research reports. As a result,
investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors
should consider this report as only a single factor in making their investment decision.
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Figure 2: Financial summary
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FAIRFAX MEDIA LIMITED

Year ending 30 Jun

Share Price: $2.98

12-month target price: $3.85

Profit and loss ($mn) 2007A 2008A 2009F 2010F 2011F Financial summary 2007A 2008A 2009F 2010F 2011F
Sales revenue 2111 2,901 3,022 3,172 3,290 NPAT $mn 251 378 413 465 498
EBITDA 568 822 891 966 1,005 Credit Suisse NPAT $mn 251 378 413 465 498
Depr. & Amort. 94 108 115 116 115 Credit Suisse EPS c 23.2 25.0 27.3 30.7 329
Goodwill amort. 0 0 0 0 0 EPS growth % -5.4 7.6 9.1 12.6 71
EBIT 474 713 776 850 890 P/E X 12.8 11.9 10.9 9.7 9.1
Net interest 111 187 205 195 180 P/Earnings Growth X 11 1.1 1.3 1.0
Profit before tax 363 526 571 655 710

Income tax 97 139 146 176 198 Dividend payout ratio % 86.2 80.1 80.7 81.4 79.1
Profit after tax 266 387 425 478 512 Dividend c 20.0 20.0 22.0 25.0 26.0
Minorities 1 1 1 1 1 Yield % 6.7 6.7 7.4 8.4 8.7
Equity adjustment 3 9 6 5 4 Franking % 100 75 75 75 75
Net profit after tax 268 395 430 483 516

Preferred dividends 17 17 18 18 18 Operating CFPS c 33.7 27.7 35.0 38.4 40.7
Net profit after tax 251 378 413 465 498 P/OCF X 8.8 10.7 8.5 7.8 7.3
Unusual item after tax -4 -16 -35 0 0 EV/EBITDA X 12.7 8.8 8.1 75 7.2
Reported profit after tax 247 362 378 465 498 FCF yield % 8.8 6.4 8.9 11.0 11.8
Balance sheet ($mn) 2007A 2008A 2009F 2010F 2011F Financial ratios 2007A 2008A 2009F 2010F 2011F
Cash & equivalents 366 94 94 94 94 Profitability Ratios

Inventories 49 45 47 49 51 EBITDA margin % 26.9 28.3 29.5 30.4 30.6
Receivables 409 499 520 546 566 EBIT margin % 225 24.6 25.7 26.8 27.0
Other current assets 1 17 17 17 17 Return on equity % 5.1 7.6 8.1 8.8 9.2
Current assets 824 655 678 706 728 Return on assets % 6.2 8.7 9.4 10.3 10.8
Property, plant & equip. 860 875 910 900 894 ROCE % 9.0 10.0 10.5 11.5 12.1
Intangibles 6,131 6,493 6,469 6,445 6,422 Effective tax rate % 26.8 26.5 25.5 27.0 27.9
Other non-current assets 185 270 276 281 285

Non-current assets 7,176 7,638 7,655 7,627 7,601 Balance Sheet Ratios

Total assets 8,001 8,293 8,333 8,333 8,329 Net debt $mn  1981.4 2418.1 2301.6 21255 19434
Payables 290 330 344 361 374 Net debt/Equity % 39.9 48.7 45.1 40.4 35.8
Interest bearing debt 2,348 2,512 2,395 2,219 2,037 Net debt/Capital % 28.5 32.8 311 28.8 26.4
Other liabilities 402 486 486 486 486 Interest cover X 4.3 3.8 3.8 4.4 4.9
Total liabilities 3,040 3,328 3,225 3,066 2,897 Capex/Sales % -3.8 -4.5 -4.2 -2.6 -2.6
Net assets 4,961 4,965 5108 5,267 5,432 Capex/Depn % -0.8 -1.2 -1.1 -0.7 -0.7
Ordinary equity 4,948 4954 5,097 5254 5419 Working capital/Sales % -1.8 -2.1 -0.4 -0.4 -0.3
Minority interests 13 11 12 12 13

Preferred capital 0 0 0 0 0 Share Items

Total shareholder funds 4,961 4,965 5108 5,267 5,432 Equiv. FPO (period avg.) mn 1082 1514 1514 1514 1514
Cashflow ($mn) 2007A 2008A 2009F 2010F 2011F Share price performance 52 week range: $2.64 - $4.95
EBIT 474 713 776 850 890 550

Net interest -91 -184 -205 -195 -180

Depr & Amort 94 108 115 116 115 5.00

Tax paid -89 -136 -146 -176 -198

Working capital 37 60 -1 14 -1 450 \

Other 14 -21 0 0 0 400 |

Operating cashflow 365 420 529 581 616

Capex -80 -131 -127 -82 -86 3.50

Acquisitions & Invest -582 -595 0 0 0

Asset sale proceeds 88 5 0 0 0 300

Other -1 6 2 3 2 5

Investing cashflow -575 -714 -124 -80 -83

Dividends paid -176 -269 -270 -307 -333 200 r T T T T T T T T T T T T
Equity raised o 77 0 0 0 g ¢ ¢ £ § §£ ¢ 8 £ 5 5 F Z
Other 0 0 -18 -18 -18 —_—Fx S&P ASX 200 (XJO) ——— (S&PIASX 200 Consumer Discretionary XDJ)
Financing cashflow 77 -192 -288 -325 -351

Net cashflow -387 -486 116 176 182 Source: ASX

Source: ASX, Company data, Credit Suisse estimates
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Shifting gears

Fairfax Media has announced a far reaching business improvement program which we
view as a real step change for the business.

The program will result in a head count reduction of around 550 employees or 5% of the
full time workforce, saving FXJ $50mn on an annualised basis by FY10F.

The company will book a once off charge in 1HO9F of $50mn from the initiative.

FXJ said these cost savings were over and above the $45mn identified from the merger
with Rural Press and $8mn saved in the takeover of Southern Cross’s radio and television
production assets. The company confirmed that these cost synergies would be realised by
the end of FYO9F.

We estimate that $25mn of the cost savings from this new program will also flow into
FYO9F with $20mn from Australia and around $5mn from New Zealand. The redundancies
will result in around 130 editorial FTEs being made redundant in Australia and another 40
in New Zealand with the remaining 380 positions being culled from other parts of the
business.

Figure 3: FXJ: proposed redundancies by editorial/non editorial

FTE positions

Australian editorial 130
Australian non-editorial 260
New Zealand editorial 40
New Zealand non-editorial 120
Total positions 550

Source: Company data, Credit Suisse estimates

Long-term benefits

We believe this program will have far reaching and long-term benefits to FXJ, with the
prospect of changing work practices and culture throughout the group. Proprietary
research undertaken by Credit Suisse over the past four years has demonstrated what can
be achieved with a smaller head count. Our recently published report, “Credit Suisse’s
Editorial Productivity Index — What the pages tell us” (23 July 2008) demonstrated that
FXJ’s two metro daily mastheads, The Sydney Morning Herald and The Age both lag their
competitors, The Daily Telegraph, and The Herald Sun, and their premium broadsheet
rival, The Australian, in terms of editorial pages produced per full time equivalent each
week. This is despite improvements in 2008 on the prior study.

Figure 4: Editorial productivity levels by masthead (pages per editorial FTE per week)

Publication 2002/03 2004/05 2005/06 2006/07 2007/08
The Age 1.46 1.45 1.63 1.52 1.58
The Australian 2.02 2.00 1.80 1.81 1.91
Australian Financial Review 1.81 1.81 1.73 2.15 2.23
The Canberra Times 3.85 3.56 3.41 3.67 3.92
Daily Telegraph 2.15 2.19 1.66 1.74 2.21
Herald Sun 1.52 1.66
New Zealand Herald 217 2.57 2.33 2.64 2.94
Sydney Morning Herald 1.50 1.20 1.17 1.41 1.49
The West Australian 2.26 2.51 1.98 1.90 2.61
Average 2.15 2.16 1.96 2.04 2.28

Source: Credit Suisse estimates

Our report highlighted that The Age and SMH have consistently published a similar
number of editorial pages to their premium broadsheet rival, The Australian, with
respectively 25% and 20% more editorial full-time equivalents. We estimated that if FXJ
were to reduce its editorial FTEs to that of The Australian’s, around 130 FTE positions
would be made redundant, saving the company an estimated $17mn per year.

27 August 2008

Fairfax Media
(FXJ.AX / FXJ AU)



CREDIT SUISSE\

27 August 2008
Companies Mentioned (Price as of 26 Aug 08)
Fairfax Media Limited (FXJ.AX, A$2.98, OUTPERFORM, TP A$3.85)
Disclosure Appendix
Important Global Disclosures
I, Finola Burke, certify that (1) the views expressed in this report accurately reflect my personal views about all
of the subject companies and securities and (2) no part of my compensation was, is or will be directly or
indirectly related to the specific recommendations or views expressed in this report.
See the Companies Mentioned section for full company names.
3-Year Price, Target Price and Rating Change History Chart for FXJ.AX
FXJ.AX Closing Target 7
Price Price Initiation/ 65 sam
Date (AUD) (AUD) Rating Assumption 5»2 ssom o s75m
6-Dec-05 3.88 o 5 Shy .o
6-Feb-06 4.11 N 45 . 48y o
3-Mar-06 3.94 o L TeeMboand ssm
26-May-06 3.88 N 3
31-May-06 X AUDZIE 31-May-06 o 17-Jan-07 &
30-Jun-06 3.7 © S PSS S DS DS DS S ®
20-Jul-06 4.03 N && & @9* W«fﬁ‘ Prapey && Py W\,ozc’ & Prapey q},@ Py @9& &t
28-Jul-06 4 4.4 Closing Price W Target Price © Initiation/Assumption ® Rating
1-Sep-06 4.06 4.25 0=Outperform;  N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered
6-Nov-06 4.88 u
7-Dec-06 4.92 5 N
17-Jan-07 X
20-Apr-07 5.11 5.55
28-May-07 4.84 o)
19-Jul-07 5 5.9
20-Nov-07 4.71 6.3
22-Feb-08 4.09 5.75
25-Mar-08 3.6 4.6
22-Aug-08 2.74 3.85
The analyst(s) responsible for preparing this research report received compensation that is based upon
various factors including Credit Suisse's total revenues, a portion of which are generated by Credit Suisse's
investment banking activities.
Analysts’ stock ratings are defined as follows***:
Outperform (O): The stock’s total return is expected to exceed the industry average* by at least 10-15% (or
more, depending on perceived risk) over the next 12 months.
Neutral (N): The stock’s total return is expected to be in line with the industry average* (range of +10%) over
the next 12 months.
Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or
more over the next 12 months.
*The industry average refers to the average total return of the relevant country or regional index (except with
respect to Europe, where stock ratings are relative to the analyst’s industry coverage universe).
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts
maintain at least 15% of their rated coverage universe as Underperform. This guideline is subject to change
depending on several factors, including general market conditions.
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating
definitions, with a required equity return overlay applied.
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude
certain types of communications, including an investment recommendation, during the course of Credit
Suisse's engagement in an investment banking transaction and in certain other circumstances.
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more
in a month in at least 8 of the past 24 months or the analyst expects significant volatility going forward.
Analysts’ coverage universe weightings are distinct from analysts’ stock ratings
and are based on the expected performance of an analyst’s coverage universe*
versus the relevant broad market benchmark**:
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.
Fairfax Media
(FXJ.AX | FXJ AU) 4
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Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next
12 months.

Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12
months.

*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector.
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in
the U.S.) over the next 12 months.

Credit Suisse’s distribution of stock ratings (and banking clients) is:
Global Ratings Distribution

Outperform/Buy* 43% (58% banking clients)
Neutral/Hold* 43% (55% banking clients)
Underperform/Sell* 12% (51% banking clients)
Restricted 2%

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and
Underperform most closely correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock
ratings are determined on a relative basis. (Please refer to definitions above.) An investor's decision to buy or sell a security should
be based on investment objectives, current holdings, and other individual factors.

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the
subject company, the sector or the market that may have a material impact on the research views or opinions
stated herein.

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not
misleading. For more detail please refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection with
Investment Research: http:/iwww.csfb.com/research-and-analytics/disclaimer/managing_confiicts_disclaimer.html

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not
intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any
penalties.

See the Companies Mentioned section for full company names.

Price Target: (12 months) for (FXJ.AX)

Method: We have set our target price on Fairfax Media (FXJ.AX) at $3.85 a share to reflect our DCF
valuation. We use a discounted cash flow (DCF) valuation to value FXJ at $3.84 per share and this is arrived
at using a weighted cost of capital (WACC) of 10.4%, a BETA of 1.0, a Risk Free Rate of 5.7%, a Market Rate
of Return of 7.6%, and a terminal growth rate of 3.0%. We believe such a valuation best captures the long
term cashflow benefits arising from the acquisition of RUP and SBC that it is the most appropriate valuation
methodollogy for media assets given the cyclical nature of the business.

Risks: Our $3.85 target price on FXJ.AX is predicated on the broader share markets not recovering
significantly in the near term. Our target price also captures a marked downturn in advertising in 2009 in the
metropolitan newspaper markets and a slowdown in regional advertising. We also have slows the pace of
growth in online advertising. We believe we believe there is potential further downside risk should FXJ's
management fail to extract the cost and revenue synergies that we anticipate can be extracted from the
merger with RUP. There is also potential risk that the advertising market will weaken further than forecast. The
recent acquisition of SBC's radio and TV production business also creates increased, albeit small, currency
risk arising from the TV distribution business in the UK.

See the Companies Mentioned section for full company names.
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject
company (FXJ.AX) within the next 3 months.

Important Regional Disclosures

The analyst(s) involved in the preparation of this report have not visited the material operations of the subject
company (FXJ.AX) within the past 12 months.

Credit Suisse certifies that (1) the ratings on Australian stocks and weightings on Australian GICS sectors
expressed in this report accurately reflect the Credit Suisse Equities (Australia) Limited (“CSEA”) rating
methodology and (2) no part of the Firm's compensation was, is, or will be directly related to the specific
ratings or weightings disclosed in this report.

The CSEA rating methodology determines individual stock ratings using the projected excess rate of return on
a stock relative to the broad market, overlaid by an absolute required equity return measure. Analysts project a
12-month target share price for each stock. The capital gain or loss implied by the 12-month target share
price, along with the analyst's projected prospective gross dividend yield, is compared with the projected total
return (i.e. capital gain or loss plus gross dividend yield) for the broad market. The projected total return for the
broad market is a weighted aggregation of the projected total return on each stock. The projected total return
for each stock is also compared to the absolute required equity return. Analysts do not directly determine a
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stock’s rating under this ratings system. A stock’s rating is automatically generated by our database using the
input variables outlined. CSEA applies a volatility cushion of 2.5% to the +/-7.5% excess return thresholds so
as to minimise rating changes caused by short-lived stock price movements. Accordingly, stocks must trade
for more than 4 consecutive trading days below +5.0% or above -5.0% excess return relative to the broad
market/absolute required equity return before an automatic rating change to Neutral from either Outperform or
Underperform, respectively, is considered appropriate. As individual stock ratings are determined by reference
to the expected performance of the broad market/required equity return, by definition they necessarily span
the ratings spectrum. Given the dynamic nature of share prices and as expectations regarding earnings
performance are adjusted for new information, it is possible these ratings could change with some frequency.
The CSEA rating methodology assigns industry weightings at the GICS sector level. Individual GICS sector
weightings are determined by the projected excess rate of return for a GICS sector relative to the broad
market. The projected total return for each GICS sector is a weighted aggregation of the projected total return
on each of its constituent stocks. Additional information about the CSEA rating methodology is available on
request.

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting
shares; RVS--Restricted Voting Shares; SVS--Subordinate Voting Shares.

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse
should be advised that this report may not contain regulatory disclosures the non-affiliated Canadian
investment dealer would be required to make if this were its own report.

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity
research, please visit http://www.csfb.com/legal_terms/canada_research_policy.shtml.

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities
that are the subject of this report.

Principal is not guaranteed in the case of equities because equity prices are variable.

Commission is the commission rate or the amount agreed with a customer when setting up an account or at
anytime after that.

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the
U.S., the following are important disclosures regarding any non-U.S. analyst contributors:

The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with
FINRA. The non-U.S. research analysts listed below may not be associated persons of CSSU and therefore
may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject
company, public appearances and trading securities held by a research analyst account.

+ Finola Burke, non-U.S. analyst, is a research analyst employed by Credit Suisse Equities (Australia)
Limited.

+ Belinda Tilbrook, non-U.S. analyst, is a research analyst employed by Credit Suisse Equities (Australia)
Limited.

For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website
at www.credit-suisse.com/researchdisclosures or call +1 (877) 291-2683.
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its subsidiaries or its affiliates
(“CS") to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates.

The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please
note in particular that the bases and levels of taxation may change.

CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in
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recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and
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