


Chairman’s address to Annual Meeting, 30 October 20132013 has been a successful year for the company.As you’ll know Trade Me was floated on the stock exchange by Fairfax Media in December 2011.The year we are reporting on today, the year from 1 July 2012 to 30 June 2013, is therefore thecompany’s first full year as a publicly listed company.Between us Jon and I are going to answer very briefly three important questions we anticipateyou have in mind. These are:1. How has the company I invested in performed in the last year?2. What opportunities and ideas do the management have to ensure the company willperform well in the future? and3. Is the management capable of taking advantage of the opportunities the company has infront of it?
I will say something briefly about the first and second questions but Jon will talk in more detailabout how the company has performed in 2013 and the opportunities the company has in frontof it to continue the growth we have seen this year.Jon has a conflict of interest of course in talking about the third question – how good themanagement are - and anyway he is too modest to do a good job of that so I will do that alone.To begin with, performance in 2013. I am pleased to say the company has performed well.Some very high-level metrics that will help you to understand the performance of the companyin the 2013 financial year are up on the screen now.You can see that compared to 2012, in 2013:

 Revenue grew by 15%
 Earnings Before Interest Tax Depreciation and Amortisation grew by 12%, and
 Net Profit grew by 4%

The growth in revenue and EBITDA is satisfactory but the 4% rate of increase in net profit in2013 compared to 2012 needs explaining.There are three reasons why the comparison of net profit growth in 2013 compared to 2012 isnot a good indication of the underlying performance of the company:



The first is that in 2012 we had just 7 months of paying interest on debt as the company wasonly publicly listed for 7 months in that year. In 2013 however we had a full 12 months ofinterest payments.Secondly, in 2012 we had a non-cash gain on the sale of a business that was not repeated in2013, and finally in 2013 we had significantly higher depreciation than in 2012.The first two items are ‘one-offs’ but we expect our depreciation to continue at that level or toincrease as we invest further in the business.Our dividend payout ratio remains at around 80% of net profit after tax at present.   This meansfrom the 2013 net profit after tax we have paid a total of 15.8 cents per share to shareholders.The shareholding of the company has changed significantly in the last year.Specifically, in December last year Fairfax Media sold the 51% of the company it owned to awide range of institutional investors in Australia and New Zealand. This sell-down by Fairfaxhas been good for the company.It has increased the number of shares available for trading on the NZX and ASX and accordinglyhas increased the market capitalization of Trade Me. This is important because it has movedTrade Me into the NZX 10 and the ASX 200 indices.As Trade Me’s market capitalisation has grown so has the company’s weighting on these indicesand in turn the company’s weighting in the portfolios of index return conscious investors.The sale of Fairfax Media’s shareholding led to a number of changes to the Board, which Imentioned when I introduced the directors to you a moment ago.In addition Greg Hywood, the Chief Executive of Fairfax Media, resigned from the Board afterthe sale of Fairfax’s shares to focus on his duties at Fairfax. Greg was an engaged and thoughtfuldirector and we thank him for his service with us.I will finish with a few words on the management team. Jon Macdonald, your CEO, has had avery busy year. And he and his team have performed very well indeed.The management team at Trade Me today needs to balance delivery of short term growth inearnings - which we all want to see, so the dividends continue to rise and the share pricecontinues to tick up - with investment in new products and businesses that will contribute toTrade Me’s earnings in the future.In the short term this investment in developing new business is a drag on profit. We get thecosts associated with the new investment before we get the revenue and profit from it.The classified businesses – Trade Me Jobs, Trade Me Motors and Trade Me Property aredelivering the bulk of the earnings growth today and we expect this to continue in the yearsahead.On the other hand the continuing development of the marketplace for new goods is the largestinitiative where we are investing and incurring costs, to drive future revenue and earnings.



Jon will speak more about this, but I want to say that the Board believes that Jon and his teamare doing an excellent job in balancing the need to generate more profit from our establishedbusinesses with the need to invest in new businesses that will drive new earnings in the future.We are very lucky to have such a quality team. As I said, all the senior team are here and theywill be only too happy to answer any questions you may have over a cup of tea or a beer afterthe meeting.Thank you for your attention.
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