Dear Shareholders,

Another year of intense changes on the media market has passed. It was time of increased competition, spectacular Internet expansion and further progress of media offers fragmentation. Agora’s team proved that it can maintain its high standing and achieve success in this challenging market.

In 2008, not only were we developing our projects but also working on building up new competences in the area of audiovisual content production, mobile technologies as well as widening the scale of our existing businesses and securing the streams of our revenues in the long term  perspective.

Although the competitive environment of Gazeta Wyborcza did not significantly change during the year 2008, the structure of the dailies market and the position of its key players became clearly defined. Throughout the year, Gazeta’s team has won many battles thanks to high quality of the content and successful editorial, sales and marketing strategies. Due to resources at hand and credibility of Gazeta’s brand we were able to invest, both, in online classifieds products, rapidly growing Internet services as well as take advantage of our multimedia assets to offer our clients dual and multimedia offers.

Multi-brand strategy in Internet enabled us to reach new groups of users and resulted in considerable growth in audience reach that brought us closer to business leaders. Total revenues growth outperformed the market and our advertising offer expanded considerably. We were working on development of varied audiovisual products, both using online services and our own multimedia studio. We were successful in syndicating our content via mobile platforms (currently, we cooperate with all Polish mobile telephone operators). We expanded our news, business and sport services. As Internet becomes an important player in the advertising market, its significance grows in the Agora Group media portfolio.

In 2008 revenues of Metro, our free newspaper, achieved a rapid growth which translated into an increased ad market share. Apart from the continuous development of print supplements and online services, Metro introduced its new layout and changed editorial formula. These changes resulted in positive reactions from readers. We believe that the aforementioned changes will help us to leverage Metro’s advertising potential.

The collections business is still a significant area of our activity, though in 2008 revenues and margins deteriorated. Severe competition and market saturation were the main reasons of the decline. The formula of this business has evolved within the last few years. In 2004 we were selling only books while at present we are a multimedia publishing house offering books, music, movies on DVD. In addition, we distribute and license content (soundtracks for TV series and music for mobile phones) and publish music CDs under the label of our  radio stations. We assume that we cannot count on the historical levels of revenues from this line of business, however, we believe that with a new business model, currently under development, we will be able to further leverage, to our advantage, the unique multimedia character of the Agora Group.

In 2008, AMS executed an investment program aiming at two core objectives: to maintain the leadership position and high quality of our panel system and to enter new market segments, including those becoming the market standard nowadays. We were further developing our mobile outdoor advertising offer, both traditional and based on the cutting-edge technologies. The LCD faces - CityINFOtv on the Warsaw subway trains are a perfect example of leveraging multimedia resources of Agora.

Magazines, published by Agora, maintained strong business position. Our key titles remained very popular with readers and advertisers whereas most recent launches reached extremely high copy sales. We also continued an intense development of our key titles in Internet.

Agora’s radio stations held to their market positions. Super-regional, opinion making radio station TOK FM reached profitability and increased ad revenues. We started to use effectively new distribution platforms to expand the range of our radio brands and to create new revenue streams. Our internet radio platform Tuba.fm and internet video channel - Kiss TV are perfect examples of such undertakings.

Solid foundation of our media, their competitive position as well as proper cost discipline are of extreme importance in the face of financial market turmoil and unpredictable  macroeconomic conditions. We are  convinced that the deteriorating economic situation will not spare the advertising market. How seriously will ad spend diminish? How long will the situation last? We do not know the answers to these questions as they are highly dependent on GDP growth, which is currently unpredictable. Anticipating deterioration of the market conditions, at the end of 2008 we started implementing operating efficiency improvement plan. In the face of divergent opinions about the further development of the macroeconomic conditions, using our experience from the previous crisis, we are preparing the Agora Group for various scenarios, including further deterioration of the advertising market.

The market context is changing and these changes may have profound and long-lasting effect. Therefore we are not only focusing on the cost efficiencies but also working intensely on tailoring our projects to fit the new market conditions. In order to achieve this we make use of Agora Group multimedia character and combine the potential of our projects with emerging new revenue streams. Strong market position of our media brands combined with the Group’s financial strength are our key assets allowing us, not only to defend but also to strengthen our market position at the time of the most difficult economic downturn. We hope that similarly to the previous economic slowdown, we will manage to leverage the situation to our advantage.

We would like to thank all our shareholders for their interest and support.

Piotr Niemczycki  
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