Dear Shareholders,  

I write this letter after a few months at the helm of Agora. Working on the Company’s future strategic directions gave me a chance to get to know its operations and its exceptional team of people. Agora is on the fast track of development in electronic media, particularly in the Internet, and effectively leverages its rich media portfolio to create new lines of business. Already today Agora offers its audiences and advertisers a media package which is unique in the Polish market: from print and electronic media to outdoor advertising. Our aspiration is to leverage the Company’s assets and its potential to make Agora one of the leading multimedia groups in our part of Europe in a few years. 

Solid fundamentals are the basis for growth. We announced the results for 2007 with pleasure and satisfaction. After several years of strong competitive pressure in the paid newspaper market, our    goal for 2007 was to rebuild the Company’s profitability. Dynamic revenue growth and the tripling of the bottom line speak of the enormous effort and creativity of the entire Agora team, to whom I would once again like to extend my thanks and congratulations.

Last year all our media boosted revenues and profits. The Internet business witnessed the most dynamic growth rates. Its advertising revenues doubled, while its reach increased to 44% in January 2008. This was due to 18 new and 26 revamped services. The free-of-charge newspaper Metro saw a dynamic top line growth. Today Metro is the third most frequently read newspaper in Poland and is constantly expanding its offer, both in print and on line. AMS benefited from the fast growth of the outdoor advertising spending and increased sales by 13%. The company continued to develop its portfolio of exclusive advertising panels. Magazines delivered 19% operating margin and reached third position in the monthly magazine advertising market. The two-brand strategy of our radio business is delivering results - last year the group reached EBITDA break-even. Our news station, TOK FM enjoys market successes, while our new Internet radio, Tuba.fm is gaining audience. We had another strong year in our collections business. In 2007 we sold 8 million books and books with CDs and DVDs. 

And finally Gazeta Wyborcza and its enormous editorial, financial and market success. Thanks to innovative marketing and advertising strategies, we rebuilt high profitability of Gazeta and strengthened its market position, yet again underscoring the distance between our title and the competition. Gazeta is the most widely read opinion-making title in Poland. Its average copy sales last year grew to 448 thousand copies, while most of its competitors saw a significant decline in their paid circulation. High copy sales combined with a stable 41% share in the newspaper advertising spending reinforce Gazeta’s position as the leader in the Polish daily newspaper market.

With these solid fundaments, we are sanguine about the future. In planning for it, we must take into consideration the long-term trends in the advertising market and changes in media consumption and distribution patterns. Advertising market is favorable, but we must be cognizant of the fact that the growth rates of particular media segments continue to diverge. In 2008 we expect 11% increase of total advertising spending in Poland. Internet, television and outdoor will grow the fastest, while paid newspapers will see the slowest growth rates. Advertising trends reflect global transition in the media industry. We are witnessing a progressive fragmentation of media with rising popularity of profiled offers dedicated to a growing number of client target groups. This trend is particularly strong and intensive in television and Internet and is also becoming visible in color magazines. The audience ratings of thematic channels have doubled since 2000, and their revenues continue to increase year after year. Profiled services in the Internet win more and more users, whereas mass portals lose their popularity. Advertisers increasingly allocate their budgets to niche services and thematic channels. Growing number of dedicated services results from lower barriers to entry due to, inter alia, the dynamic development of the television market and progressing digitalization process. Currently, as much as 2/3 of Polish households do not use terrestrial signal. 

Fragmentation of media and lower barriers to entry into the audiovisual markets create favorable conditions for further growth of such multimedia groups as Agora. Our growth strategy assumes accelerated evolution based on strong fundamentals: reputable brands, wide and diversified media offer, sales and marketing skills, competencies and potential of the creative team. As a multimedia group we already have strong competitive advantage – with selected thematic areas we are able to reach specific target groups via various media: print, Internet, radio, outdoor and – potentially – thematic TV channels. Expanding our offer in some thematic categories by addition of TV channels and/or mobile services is a natural next step in Agora’s development. Our competitive strength lies in the unique combination of thematic offers across our media which we expand leveraging their content-sharing, cross-promotion and cross-selling potential. Consistently, we shift the emphasis in the Company’s market activities to fully benefit from its multimedia advantage. In three years, we want the majority of Agora’s revenues to come from activities other than paid newspaper publishing, that is from areas which will give prospects of more rapid growth in the changing media market.

In order to achieve this goal, we will: first, invest in the fast growing segments of the advertising market, i.e. Internet and audiovisual area, both off and online (e.g. thematic channels, online television platforms); second, we will concentrate on the development of these media assets in our portfolio which provide complementary content for the creation of new profiled offers, e.g. magazines, or will ensure fast growth of advertising revenues, i.e. outdoor. In other words, we want to combine well promising projects from these advertising segments, in which Agora is already present, with the activities in new areas of the media market, which will ensure long-term value accretion of the Company. We assume that Gazeta will play an important role also in the process of building Agora’s multimedia offer. 

Our plan calls for determined execution process, through acquisitions, partnerships and organic projects. We are ready to accept higher risk profile in the assessment of our acquisition targets and apply more flexible funding approach to our investments. We will focus mainly on the Polish market but intend to be more active in the neighboring countries as well. We already have a footprint in Ukraine which we wish to expand. 

I am convinced that this year we will implement projects which will represent the important step forward in the execution of Agora’s multimedia strategy. Our three-year goal is to significantly expand Agora’s scale of operations and to change the mixture of its revenue components. Most of all, however, we want to ensure the Company’s long-term growth prospects in the competitive media market.   

Marek Sowa 
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