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At a glance

Group turnover 146.3 101.9 43.6 %
EBITDA 5.4 6.7 -19.4 %
EBITDA margin in % 3.7% 6.6 % -43.9 %
Consolidated earnings -2.9 -0.3 >100.0 %
Financial and assets position in EUR milion
Balance sheet total 146.1 111.8 30.7 %
Equity * 51.0 49.7 2.6 %
Equity ratio in % 34.9% 44.5 % -21.6 %
Sharewrelated indicatorsinEUR
Earnings per share ** -0.16 -0.04 >100.0 %
Dividend per share *** 0.10
Year-end price 6.20 7.31 -15.2%
Number of employees as of 31 March 595 413 44.1 %

* Incl. equity capital shares of non-controlling shareholders
**  See consolidated financial statement, Note No. 16 for calculation
***  Proposal, given that the Annual General Meeting has yet to decide on the suspension of dividends
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Annual Report of Bastei Lubbe AG for the
2016/2017 fiscal year

Bastei Lubbe AG is a media company in the form of a publishing house. Within the scope of its business activities, Bastei
Liibbe publishes books, audio books, eBooks and other digital products in the genres of fiction and popular science, as
well as periodicals including novel booklets and puzzle magazines. The business activities of Bastei Lubbe also include
the licensing of rights and the sale of books, audio books and computer games via the companies BuchPartner GmbH and
Daedalic Entertainment GmbH. The development, production and sale of gift items sold under the Rader brand was sold
by Bastei Libbe, with effect from 1 January 2017, as part of an asset deal to a limited company (GmbH), established
together with a partner, in which Bastei Liibbe AG holds a 20 % stake.

Daedalic Entertainment GmbH, BuchPartner GmbH, BookRix GmbH & Co. KG, BEAM Shop GmbH, oolipo AG, Bastei
Media GmbH, Rader GmbH, HPR Bild & Ton GmbH, and several other smaller companies*, are part of the Bastei Liubbe
group (hereinafter “Bastei Libbe”). The companies Daedalic Entertainment GmbH, BuchPartner GmbH, oolipo AG,
BookRix GmbH & Co. KG and BEAM Shop GmbH belong to the group of consolidated companies.

Bastei Lubbe achieved a turnover of EUR 146.3 million in the 2016/2017 fiscal year. Bastei Lubbe especially stands for
innovation and the development of new entertainment services. Customers both in Germany and also increasingly world-
wide have been fans of our products for many years.

BuchPariner
GmibH, Damsiadi

Basiai int. Lid

e Gonp. business unit
= Subsidiary
= Share

* NB: The subsidiaries Daedalic Entertainment GmbH, BuchPartner GmbH, oolipo AG, BookRix GmbH & Co. KG and BEAM Shop GmbH shall be fully
consolidated. The companies Bastei Media GmbH, Siebter Himmel GmbH, HPR Bild & Ton GmbH, Bastei International Limited, Bastei LLC, CE Community
Editions GmbH, BHS Service GmbH, Bastei Ventures GmbH and the Czech company Moravska Bastei MOBA shall not be consolidated.
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The corporate divisions of Bastei Libbe AG

Books

The book segment is the core of Bastei Liibbe’s business and includes all printed products. The products are distributed
under the labels “Bastei Libbe Hardcover”, “Bastei Libbe Taschenbuch”, “Eichborn”, “Quadriga” and “LYX”. The portfolio
also includes the children’s and young adults’ brands Baumhaus and Boje as well as the all-age imprint ONE. Unlike other
traditional publishers, Bastei Libbe not only purchases the rights to the content but also develops its own content, to which
the Company holds all world and territorial rights.

Turnover 45.3 48.3
Adj. EBITDA* 0.9 2.9

*adjusted for unscheduled write-downs on the manuscript inventory to the value of EUR 3.1 million (previous year: EUR 0.7 million)

Novel booklets and puzzle magazines

The novel booklet and puzzle magazine segment includes novel booklets such as the cult series “Jerry Cotton” and “John
Sinclair” as well as puzzle magazines such as “Mein grof3er RéatselspalR”, “Kreuzwort Nr. 17, “Réatsel Sterne”. The first novel
booklets were developed by Bastei Lilbbe more than 60 years ago. The novel booklet and puzzle magazines sector
continues to represent constant and solid business today.

Turnover 9.9 9.8
EBITDA 1.7 1.7
Non-book

The gifts and home accessories which are distributed under the “Rader” label are listed in the Non-book segment.
Synergies between book products and book-related products are to be created through the “non-book” business segment.
Until the sale in September 2015, the “non-book” segment also included the 50 % shareholding in Prasenta Promotion
International GmbH. The assets associated with the Rader label and brands were sold to an investor as part of an asset
deal with effect from 1 January 2017. Bastei Lubbe holds 20 % of shares in the newly established company, Rader GmbH.

Turnover 15.1 17.0
Adj. EBITDA* 2.4 1.4

*adjusted for accounting profit arising from the sale of the Rader segment to the value of EUR 1.2 million (previous year: EUR 0)

Digital

In order to take the growing significance of the digital industry into account, Bastei Liibbe introduced a new segment during
the course of the 2015/2016 fiscal year. Alongside Bastei Liibbe AG’s digital revenues (eBooks and audios), the “digital”
segment includes the participations in Daedalic Entertainment GmbH, oolipo AG, BookRix GmbH & Co. KG and BEAM
Shop GmbH.

Turnover 32.8 26.8
Adj. EBITDA* 3.9 1.4

*adjusted for unscheduled write-downs on the manuscript inventory to the value of EUR 1.1 million (previous year: EUR 0)

004 At a glance



Retail

In the “retail” segment, the 51 % shareholding in BuchPartner GmbH in Darmstadt will be consolidated. BuchPartner GmbH
is Germany'’s leading wholesaler for the supply of books to grocery retail companies, in particular. BuchPartner’s customer
base includes almost all the major grocery retail groups. BuchPartner supplied more than 4,000 individual shops as at the
balance sheet date, with the current figure now totalling approximately 5,200 individual shops.

in € million 2016/2017 2015/2016
Turnover 43.2 -
Adj. EBITDA* 1.1 -

*adjusted for the increased cost of materials arising from the utilisation of the hidden reserves disclosed as part of the purchase price allocation in the
acquired inventories of BuchPartner GmbH to the value of EUR 1.5 million (previous year: EUR 0)

The basic values of Bastei Lubbe

Innovation and tradition

We focus on innovation and tradition. We combine 60 years of experience with the ability to set trends. We recognise and
create success stories, drawing on longstanding experience. We strive to share and perfect our know-how in all areas.
With us, the tried and trusted goes hand in hand with the new: We have the courage to step off the well-trodden path and
to set off into new, unexplored territory.

Creative drive

We want to make a difference. We are therefore passionate about developing innovative ideas, inspiring ourselves and
others. This is how ideas become successful products. Of course we know the environment we are active in very well: We
know the markets and the challenges they present — and accept those challenges resolutely and boldly. We accept
responsibility, even if success does not always follow and mistakes are to be recognised.

Quality

We set standards. We entertain our readers very well indeed. Since we understand what our customers want, we fulfil their
wishes to the very best of our abilities. Our authors know too that we’re not just competent but also work passionately to
ensure that they are successful. We work efficiently to meet the challenges of the market and can therefore deliver high
quality at a fair price to dealers and readers.

Partnership

We work together — with authors, business partners and colleagues — preferably on a long-term basis, with mutual trust,
honesty and respect. We value open communication, even if that means having a difficult discussion from time to time. We
take all perspectives into consideration when trying to come up with ideas and solutions. We particularly value face-to-face
discussions and close personal contact with our authors. We like to make things clear from our perspective and want that
from our partners too so that a constructive exchange of ideas can take place. In this, we always feel a sense of
responsibility towards our publishing company and our authors. We are not afraid to make tough decisions when it comes
to protecting these interests. This sense of responsibility is not limited to our own individual duties, but rather involves the
entire Company.
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Letter from the Executive Board to the Shareholders

Dear Shareholders,

Bastei Libbe AG looks back on a challenging fiscal year for 2016/2017. Ultimately, we were unable to achieve the turnover
and profit targets announced at the start of the reporting period due to a majority of one-off effects. Nevertheless, we
remain optimistic in looking ahead to the future; nothing has changed in terms of the positive nature of our overall prospects.
Over the next few months, Bastei Libbe will have a stronger programme than it has had for a long time. In short, the
prospects for the coming fiscal year are outstanding — all the more given that the demand for high-quality fictional content
remains as high as ever. We have deliberately chosen the word “content” in this particular context. This is because the
ever-increasing level of digitisation is impacting on many areas of our day-to-day lives and changing them in the long term.
The traditional book market and its products are not exempt from this change either. As one of the largest German
publishers that is also steeped in tradition, we have already taken steps to prepare for these clearly radical developments.
The publishing industry has not been solely focused on print products such as books, journals and booklets for a long time
now. Short stories, narratives and entire novels are now read — or indeed received — on eBook readers, laptops and
smartphones. Text is complemented by videos and images and through the use of software to create a completely new,
digital experience. This experience is one that stimulates virtually all the senses.

The eBook turnover figures indicate just how well-received works of fiction in digital format are. According to a study by the
consultancy firm PricewaterhouseCoopers (PwC), the eBook market in Germany (fiction) is expected to be worth EUR 613
million in the current year. Further growth to EUR 830 million is expected by 2020, a figure that represents an increase of
more than one-third. It is here that opportunities are also present for Bastei Liibbe AG. We are pioneering in our efforts to
transform ourselves from a publisher that is steeped in tradition to an international, digital media publishing house. Of course,
we expect to encounter setbacks during the course of this future-oriented project. But we intend to learn from these setbacks
and continue on our journey with even greater purpose. Bastei Libbe AG is well-equipped to deal with this potential digital
future. We shall now look in greater detalil at this future development as well as developments seen in the previous fiscal year.

Many special effects — but no impact on cash flow

Despite a significant growth in turnover, the overall results for 2016/2017 were below our expectations. Group revenue
increased to EUR 146.3 million during the reporting period, compared to EUR 101.9 million the previous year. The main
share of this growth came from the newly consolidated company, BuchPartner GmbH, with a contribution to sales to the
value of EUR 43.2 million. Earnings before interest, taxes, depreciation and amortisation (EBITDA) totalled EUR 5.4 million.
In the previous year, this indicator was EUR 6.7 million. From an earnings perspective, we expected to see an EBITDA
figure of between EUR 13 and 15 million. The main cause in particular for this unsatisfactory development of earnings was
the high number of special and one-off effects. The positive effects, such as the sale of Rader, amounted to EUR 1.8 million.
The negative one-off effects, such as the unexpected devaluation of the manuscript inventory, non-recurring charges arising
from the initial consolidation of BuchPartner, additional costs associated with changing the date of the Annual General
Meeting and the associated waiver costs, came to a total of approximately EUR 7 million. The impact on earnings arising
from the unscheduled depreciation of royalties accounted on its own for a reduction in the EBITDA figure of EUR 5.2 million
— netted out against revaluations. This arose as a consequence of the future monetary dimension of exploitation rights being
subject to revaluation by management. The provisional purchase price allocation for BuchPartner GmbH was finalised within
the framework of the annual financial statements. Overall, there was an additional EUR 1.5 million’s worth of material
expenses arising from the disclosure of hidden reserves in the acquired inventories. Both these as well as the unscheduled
write-downs have no impact on cash flow in the consolidated financial statements.

Digital division doubles its profit — going in the right direction

When adjusted for special effects, Bastei Liibbe generally remains on track based on the EBITDA figures, despite a poor
fourth quarter in the “books” and “retail” segments. This statement also covers the BEAM Shop and the BookRix self-
publishing platform. Our streaming platform oolipo is above target. Thanks to the acquisition of additional chain stores
within the grocery retail trade, BuchPartner GmbH was able to expand its sales area by approximately 20 % and is well on
target.

Details of how the individual business segments performed are shown below: In the “books” division, there was a
moderate fall in turnover during the 2016/2017 fiscal year to EUR 45.3 million (previous year: EUR 48.3 million). EBITDA
of EUR -2.2 million was significantly below the figure for the previous year (EUR 2.2 million). The difference arose from the
revaluation of the manuscript inventory and the associated unscheduled depreciation. There was better news regarding
the “digital” segment, which, in addition to Bastei Libbe AG’s digital division (eBooks and audios), also includes the
shareholdings in Daedalic Entertainment GmbH, oolipo AG, BookRix GmbH & Co. KG and BEAM Shop GmbH. Here,
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turnover increased during the reporting year to EUR 32.8 million, compared to EUR 26.8 million the previous year. EBITDA
doubled to EUR 2.8 million, up from EUR 1.4 million the previous year. Turnover of EUR 43.2 million and EBITDA of EUR
-0.4 million were recorded in the new “retail” segment in which BuchPartner GmbH is consolidated. BuchPartner is the
market leader in Germany in supplying the grocery retail trade with books and promotional items, as well as selected
current best-sellers, in particular in the dynamic pocket book segment.

In the “non-books” segment, turnover totalled EUR 15.1 million compared to EUR 17.0 million the previous year. As a
result of the sale of the gift item manufacturer Rader, the segment result only includes turnover generated in the first nine
months of the consolidated financial year, however. EBITDA for the division totalled EUR 3.6 million (previous year: EUR
1.4 million). The capital gain is taken into account in this figure. The development, production and sale of gift items under
the Rader brand was sold by Bastei Lubbe, with effect from 1 January 2017, as part of an asset deal to a new limited
company (GmbH) established together with a partner. Bastei Liubbe holds 20 % of shares in Rader GmbH. The sale of
Rader formed part of the efforts focusing on the key “content” area, and resulted in a sharp reduction in Bastei Lubbe AG’s
bank liabilities. “Novel booklets and puzzle magazines” generated turnover of EUR 9.9 million, a figure slightly above
the previous year's figure of EUR 9.8 million. The segment generated EBITDA of EUR 1.7 million, thus matching the
previous year’s figure, and was therefore able to maintain its operating margin.

The consolidated result for the period was EUR -2.9 million, following EUR -0.3 million in the previous year. EUR -2.1
million of this, following EUR -0.4 million in the previous year, is for the shareholders of Bastei Libbe AG. Correspondingly,
a result can be calculated in the reporting period per share of EUR -0.16 versus EUR -0.04 in the 2015/2016 fiscal year.

Positive signals for us — the outlook

Bastei Liibbe’s strategic orientation and outlook gives us cause for optimism; our environment remains intact, we are well
positioned and there are many opportunities available to ensure sustainable growth. We want to make the most of these
opportunities.

Demand for traditional print products remains stable, whereas the market for and with digital content is constantly growing.
There also continues to be a number of interesting developments within the games software segment. Over the course of
the next four years, turnover generated from video games in Germany is expected to grow by approximately EUR 250
million. The market as a whole would then have volumes worth approximately EUR 2.25 billion. Gaming fans in Germany
generally favour titles from the “strategy and development” and “adventure” genres. These games are characterised in
particular by a chosen story mode featuring highly narrative tales. For us as a publisher, this is an incredible opportunity to
link business segments together, i.e. the “digital” segment with our innovative software developer, Daedalic Entertainment,
and the “books” segment with our established authors. Computer/console games and highly narrative tales are increasingly
merging into an innovative new format. We want to be able to cater for the demand for such games, and are well positioned
to do so with our outstanding games, “Shadow Tactics” and “The Long Journey Home”. Two more fantastic games are due
to be released in the next few months in the form of “State of Mind” and “Die Saulen der Erde”, based on the global best-
seller by Bastei Lubbe’s highly-successful author, Ken Follett. In addition, the number of releases this year is approximately
50 % higher, with 27 releases compared to 19 the previous year.

But it is not just with games software that we want to hit the mark in the digital segment. Indeed, the digital publishing
programme is also seeing an increasing level of success — both in terms of reading as well as within the audio segment.
The “Cherringham” digital novel series created by Bastei Liibbe, which has since been successfully launched as an eBook
and audio format in the DACH and UK sales regions, is particularly worth mentioning here. Our streaming platform oolipo
is another key element in our efforts to become a digital media company. Launched in the spring, the beta version of this
innovative software is now available for the platform. With effect from September 2017, external self-publishers and other
publishers will be able to set up their multimedia content on oolipo using this software and make it available to a larger
group of potential readers in one fell swoop. An Android version of the oolipo app will follow in the coming months.

Beyond the many digital activities that we are undertaking, we will not of course forget about our traditional business. The
traditional book is what has made Bastei Liibbe great. We also plan in future to invest in and focus on stimulating and attractive
content within the books segment. This year will see something unique in this regard: The publishing programme is due to
feature three releases in autumn/winter from our authors Dan Brown (“Origin”), Ken Follett (“Das Fundament der Ewigkeit”) and
the 12th volume of the children’s book series “Gregs Tagebuch”, written by Jeff Kinney. These three authors have a large and
loyal readership, something which assists Bastei Lubbe with regard to generating important repeat business.

The stationary bookshop business has settled down again following a weak performance in the fourth quarter of 2016/2017.
At the same time, the acquisition of BuchPartner has proven to be an investment in the future of this sector. It is here that
the market has the highest growth rates. BuchPartner is in the best possible position and has acquired approximately 1,200
additional branches in the grocery retail trade during the current fiscal year. As a result, the branch network has been
increased from 4,000 sites to its current total of 5,200 sites. This large branch network, combined with the fact that there
is a corresponding network of rack jobbers, provides BuchPartner/Bastei Libbe with the best possible opportunities to
implement additional commercial activities.
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We are particularly delighted to have secured the services of Ulrich Zimmermann as an ideal addition to the Management
team. Bastei Libbe AG has been strengthened by Mr Zimmermann in his position as Chief Financial Officer (CFO), which
he has occupied since 19 June 2017. Until mid-2016, he had held the same role for many years at the listed company
Hawesko AG. Given that Bastei Libbe has enjoyed strong growth in recent years and wishes to improve the level of
professionalism in the various structures even further, we are delighted to have secured the services of Ulrich
Zimmermann.

The outlook for the current fiscal year is good. Over the next few months, Bastei Libbe will have a stronger book
programme than it has had for a long time. Pre-orders of blockbusters by Dan Brown and Ken Follett are ahead of target.
Furthermore, as already discussed above, BuchPartner is due to significantly expand its managed territory from autumn
onwards, and Daedalic will provide positive impetus with its new games. In view of the positive framework data, we expect
to generate turnover of EUR 155 to 160 million and EBITDA of EUR 15 to 17 million for the current 2017/2018 fiscal year.

Finally, we would like to express our sincere gratitude to our colleagues and employees for all of their commitment during
the course of the previous fiscal year. We win as a team and we lose as a team. Although there was a certain damper put
on things, this will not dissuade us from our conviction in transforming our traditional publishing company into a provider of
the very latest digital content. We are looking optimistically at the fiscal year ahead and are confident there will be
opportunities afforded to us. This is how we will be able to create sustainable value for you, our valued shareholders. On
behalf of the entire publishing company, we would like to express our sincere gratitude for the trust you have placed in us.

Cologne, 27 July 2017

Bastei Libbe AG

The Executive Board

J ““"““ )
E ‘f J’ (’/ 2
I P— /. i,

Ulrich Zimmermann Thomas Schierack Klaus Kluge
Chief Financial Officer Chairman Board Programme,
Sales and Marketing
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Bastei Libbe on the capital market

The price development of Bastei LUbbe’s shares

The 2016 stock market year started off on a turbulent note on the international stock markets. Uncertainty regarding a
“hard landing” for the Chinese economy, the stability of the European banking system and a recession in the USA all
dragged market prices down during the first quarter of 2016. The People's Bank of China, the Bank of Japan and the
European Central Bank loosened monetary policy as a result of this. The US Federal Reserve Bank opted against interest
rate rises for the time being. As things progressed, this monetary stimulus combined with slight improvements to the
economy in the USA and Europe helped bring about a shift in sentiment. Despite the turbulence seen following the shock
“Leave” vote in the UK’s EU referendum in June 2016, international stock markets ended the second quarter with a positive
result. During the third quarter of 2016, market prices continued to grow, benefiting in particular from the failure of any real
Brexit shock to materialise for the global economy. In addition, economic dynamism stabilised in China and there was also
a slight recovery in commodity prices. The 2016 stock market year finished on a high with a strong fourth quarter. Despite
its high valuation, the US stock market was even able to record double-digit gains. Donald Trump’s election victory in
particular provided stimulus with an unexpected shift in mood combined with good economic data. Boosted by the strong
global economy, stock markets also made a positive start to 2017. As a result, neither the interest rate rise by the US
Federal Reserve Bank in March 2017 nor the increasing yields on the bond markets or the unpredictable nature of the new
US President’s administration were causes of concern for stock markets.

The German leading DAX index recorded an increase of 23.6 % to 12,312.9 points during the reporting period from 1 April
2016 to 31 March 2017. The Euro Stoxx 50 index increased by 16.5 % to 3,500.93 points. In the meantime, the Bastei
Liibbe AG share price recorded a fall of 15.2 % during the same period. As a result, Bastei Liibbe was at least able to
partially offset the lost of 23.6 % posted in the first half of the year during the second half. Previously, the traditionally weak
first quarter in the book industry, as well the change to the group of consolidated companies, had a negative effect on the
share price.

On 1 April 2016, the share certificates of Bastei Libbe AG were opened with a trading price of EUR 7.43. The shares
marked their 12-month high of EUR 7.97 on 1 June 2016, whilst their low-point in the 2016/2017 fiscal year came on 12
September 2016 at EUR 5.11. The notation closed out the year on 31 March 2017 with a closing price of EUR 6.20 (all
information based on Xetra rates). The average daily trade volume of Bastei Libbe shares (Xetra and Frankfurt Stock
Exchange floor trading) in the 2016/2017 fiscal year ran to 14,214 shares (previous year: 17,311 shares). Based on
13,300,000 shares and a closing price of EUR 6.20, Bastei Libbe AG’s market capitalisation stood at EUR 82.5 million as
at 31 March 2017 (previous year: EUR 97.2 million with a closing price of EUR 7.31).

As a designated sponsor, Oddo Seydler Bank AG is continuing to provide binding ask and bid prices for trade on Xetra
and is supporting the corresponding fungibility of the shares by means of a narrow price margin as well as appropriate
liquidity.

Analyst research

The shares of Bastei Libbe AG are continuously analysed and evaluated by renowned banking institutes, such as Oddo
Seydler Bank AG and DZ Bank, as well as Warburg Research and Bankhaus Lampe, researchers specialising in the
German stock market. In their current study on the development of the course of business and prospects of Bastei Liibbe
AG, the analysts recommend purchasing and/or holding Bastei Liibbe shares. The stock price target is up to EUR 11.00.
This corresponds to a stock potential of up to 77 % (closing price as at 31 August 2017: EUR 6.20). The full research
studies are available to download from Bastei Libbe AG's homepage at http://www.luebbe.de/investor-relations/die-
aktie/research.

Shareholding structure

The shareholding structure changed in the reporting year and is as follows as of 31 March 2017: The largest shareholder
in Bastei Lubbe AG is still Birgit Lubbe with a voting rights share of 33.08 %. 9.02 % of voting rights are allocated to the
Roggen family, and 3.01 % to Larissa Juliana Zang. Joachim Schmitt holds 3.73 % of shares. Lazard Fréres Gestion S.A.S.
holds 3.07 % of shares. Universal-Investment-Gesellschaft holds a stake of 3.04 %. Allianz SE holds 2.86 % of shares in
the company. The Executive Board has a 0.85 % stake in the share capital. 41.34 % of shares are in free float.
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Investor relations

Bastei Libbe AG communicates regularly and intensively with institutional investors, analysts, private investors and the
editing staff of financial and economic media about the development and the perspectives of society. During the course of
the 2016/2017 fiscal year, Bastei Lubbe also participated in the German Equity Forum, the Solventis Shares Forum and
various roadshows in Frankfurt am Main, Hamburg and Luxembourg. The quarterly reports were accompanied by
telephone conferences organised by the company.

Shares in Bastei Lubbe AG belong to the strictly regulated Prime Standard sector of the Frankfurt Stock Exchange.
Correspondingly, Bastei Libbe AG fulfils all important publicity and transparency standards and provides detailed and
timely information on important results which are published adhoc or as press releases. In the current fiscal year, too,
Bastei Libbe AG will continue our goal-orientated communication and open dialogue with the capital market participants.
Potential investors can obtain further information from the Investor Relations section of the homepage at
http://www.luebbe.com/investor-relations/startseite-investor-relations.

Annual General Meeting for the 2015/2016 fiscal year

The ordinary Annual General Meeting of Bastei Libbe AG took place on 30 November 2016 in Cologne. Due to the change
in the consolidated annual financial statements, the ordinary Annual General Meeting could not be held as planned on 15
September 2016. For this reason, the Executive Board cancelled the Annual General Meeting convened for 15 September
2016 and convened a new Annual General Meeting for 30 November 2016 in accordance with statutory formalities and
time limits. On 30 November 2016, the Executive Board informed shareholders and their representatives in detail about
the operational business development, the strategic position and further development of the company. The balance sheet-
related issues in conjunction with the resale of shares in oolipo AG and Daedalic Entertainment GmbH were also the
subject of the various explanations.

The general debate focused on the election on the new Supervisory Board. The incumbent Supervisory Board resigned
from office at the end of the ordinary Annual General Meeting. In accordance with the agenda motion, the new Supervisory
Board was elected for the period up until the conclusion of the Annual General Meeting which will discharge the Supervisory
Board for the fiscal year ending 31 March 2018. In the constituent Supervisory Board meeting, Mr Robert Stein was elected
Chair of the Supervisory Board.

In addition to the company’s election of its Supervisory Board, a resolution regarding dividends was also one of the agenda
items. With a majority vote, the Annual General Meeting approved a dividend of EUR 0.10 per share. The company paid
out a total of EUR 1,320,010.00 to the shareholders as a dividend of the balance sheet profit of EUR 2,510,695.77 reported
in the annual financial statements. The remaining partial amount of the balance sheet profit, totalling EUR 1,190,685.77,
was brought forward to the next accounting period.

Approximately 68.2 percent of the statutory share capital of Bastei Liilbbe AG was represented at the time of the vote. At
the end of the Annual General Meeting, the shareholders approved the recommendations of the management board listed
on the agenda.

The detailed agenda items as well as the voting results can be downloaded from the Investor Relations section of the
Company website.

Dividend proposal for the 2016/2017 fiscal year

Bastei Lubbe AG is still pursuing the aim of a dividend policy aimed at continuity in order that the shareholders can benefit
from the success of the company with an appropriate share in the annual distributable surplus. Compatibility with the long-
term and sustainable development of business is a necessary pre-requisite for the paying out of dividends in this case.

However, as was notified by the Executive Board by way of an adhoc message on 23 June 2017, it emerged when drawing
up the consolidated financial statements for the 2016/2017 fiscal year that EBITDA, based on provisional calculations of
approximately EUR 5 million, will remain significantly below the expected figure of EUR 13 to 15 million.

The Executive Board and the Supervisory Board will therefore propose at the Annual General Meeting on 22 November
2017 that the pay-out of dividends should be temporarily suspended. The Bastei Lubbe AG 2016/2017 annual financial
statements under commercial law show a net profit of EUR 1,091,912.12 million to be carried forward to the next accounting
period. This will ensure that the strategic demands of a value-oriented company are pursued and that shareholders will
continue to be involved in a suitably appropriate and continuous manner in the future success of the company by making
promising investments in future-proof developments.
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Bastei Lubbe

Bastei Libbe is a media company in the form of a trade book publisher. Within the scope of its business activities, Bastei
Lubbe publishes books, audio books, eBooks, games and other digital products in the genres of fiction and popular science,
as well as periodicals including novel booklets and puzzle magazines. The business activities of Bastei Lubbe also include
the licensing of rights. On 31 December 2016, the development, production and sale of gifts and decorations were sold to
a holding company in which Bastei Lubbe holds a 20 % stake. The purpose of the business also includes the operation of
digital platforms and, thanks to the acquisition of the majority shareholding in BuchPartner GmbH, trade with books in
particular. The development and distribution of games in the subsidiary Daedalic GmbH also belongs to the segment.

Unlike a traditional publishing house, Bastei Libbe represents the entire value chain. This means that content and rights
are not just bought, but are developed in-house in cooperation with external authors. The advantage is that Bastei Libbe
therefore owns all language and territorial rights to the content. On the sales side, Bastei Lubbe works with trade partners
and various platforms, just like all other traditional publishing houses. The shareholding in BuchPartner GmbH has resulted
in significant expansion of the traditional sales channel. Rights not commercialised by ourselves are sold abroad, for
example in the form of licences. In addition, Bastei Lubbe aims to sell content via its own platform.

Bastei LUbbe’s core market is Germany, Austria and Switzerland. The company has been expanding its international
business activities over the last few years. This means that not only German titles are developed and sold, but also titles
in English in particular. As a result, the oolipo platform launched in March 2017 is also in operation within the DACH region
and in the UK. Bastei Lubbe’s main locations are Cologne, Munich, Hamburg and Darmstadt.

Bastei Lubbe breaks down its business activities into five segments: “books”, “novel booklets and puzzle magazines”,
“digital”, “retail” and “non-book”.

The “books” segment includes all printed products of Bastei Liibbe AG which are marketed under various labels, including
as hardbacks, paperbacks and/or pocket books. In the current financial year, the thriller “Die Stille vor dem Tod” by Cody
Mcfadyen, “Teufelsgold” by Andreas Eschbach, and the 11th instalment of “Gregs Tagebuch — Alles Kase” by Jeff Kinney
are all worthy of particular mention in the hardcover segment.

The “novel booklets and puzzle magazines” segment includes printed novel booklets and puzzle magazines. The
company’s unbroken tradition over the last 60 years in the novel booklet sector has been successful yet again in the
2016/2017 fiscal year. Thus with a current total of 38 regularly released series and 25 anthologies, the range of products
has once again been enlarged compared to the 2015/2016 fiscal year.

The comprehensive range of various series such as “Der Bergdoktor”, “Doktor Stefan Frank”, “Hedwig Courths-Mahler”,
“Jerry Cotton”, “Geisterjager John Sinclair” and the westerns of star author G.F. Unger, with a yearly circulation in the
millions, was continuously expanded and added to with new series as well as a spread of special editions. It is precisely
the use of special editions that made it possible to attract new reader groups and generate sales during the previous fiscal
year. The 2016/2017 fiscal year was also characterised by relatively constant sales and targeted widening of the range on
offer with new series.

The puzzle magazines are published under the “PMV” label. PMV published 35 puzzle magazines in the 2016/2017 fiscal
year, with a total of 225 editions. As was the case with novel booklets, the sales and distribution of these puzzle magazines
were conducted through the national Grosso, station bookshops as well as seasonally in the European holiday destination
areas. New objects were launched in the previous fiscal year, although some were also discontinued. The content is being
continuously optimised and adapted to the current market situation. The quantity and quality of the portfolio and the editions
sold have continuously secured PMV its place in the top five entertainment puzzle magazines in the German-speaking
area.

The “non-books” segment comprises gift items and decorations sold under the Rader label. This participation was sold,
with effect from 1 January 2017, to the newly-established company Rader GmbH, in which Bastei Lubbe still holds a 20 %
stake. Given that the minority participation in Rader GmbH is not consolidated, the “non-books” segment will no longer be
reported with effect from the 2017/2018 fiscal year.
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The “digital” segment includes the digital turnover of Bastei Lilbbe AG (eBooks and audio) as well as that of the fully-
consolidated companies Daedalic Entertainment GmbH, oolipo AG, BookRix GmbH & Co. KG and BEAM Shop GmbH.
Bastei Lubbe has invested in the digital market at an early stage. This applies not just to eBooks, but also to the field of
audio. A majority shareholding in Daedalic Entertainment GmbH and in BookRix GmbH & Co. KG was acquired during the
2014/2015 fiscal year. Daedalic Entertainment GmbH, with offices in Hamburg and Dusseldorf, is considered to be one of
the best game developers and publishers in Europe for narrative adventure games. Daedalic Entertainment GmbH
develops and markets high-quality cross-platform computer and video games for the strategy and adventure genre
worldwide. The focus is thus on producing outstanding entertainment software with a strong narrative character. The
company has around 100 employees and, through the Daedalic Writer's Room, has at its disposal a team of writers that is
unigue in the global games industry. In recent times, Daedalic Entertainment GmbH has won the German Developer Prize
(Deutscher Entwicklerpreis) a total of 30 times, 9 times in the previous fiscal year alone. Daedalic Entertainment GmbH
develops products such as games which are based on bestsellers from Bastei Libbe. A prominent example is the
recreation of Ken Follett’s “Die Saulen der Erde” as a computer game, which is due to be released in autumn 2017. The
“Shadow Tactics” game was a global success during the 2016/2017 fiscal year.

oolipo AG operates a platform for digital serial multimedia content. It was launched in March 2017. It involves series content
processed in a multimedia format. The product does not have any competition at present as it is the only platform able to
offer such multimedia content. The content is edited in a manner tailored for smartphones. The platform for iOS was
launched by Apple in March 2017. An Android version of it is due to be launched in the third quarter of 2017. In addition,
further technical improvements and additional development of the software is due to take place this year. The development
of software enabling third parties to create their own multimedia series content will be an outstanding achievement.

BookRix GmbH & Co. KG is a platform for self-publishers. More than 14,000 German authors uploaded their content to
BookRix in 2016, which is then distributed via BookRix in the DACH region using well-known sales platforms.

BEAM Shop GmbH is an online shop for eBooks with content by Bastei Liibbe and other publishers. Itis a 100 % subsidiary
of Bastei Libbe AG. The online shop specialises in series content and is the only shop that has a subscription function.
The shop was fully launched in February 2017.

The “retail” segment includes the majority shareholding in BuchPartner GmbH. BuchPartner GmbH is a Darmstadt-based
company occupying a leading position in supplying the grocery retail trade with books. More than 4,000 individual food
retailers were supplied by BuchPartner as at the balance sheet date, with the current figure now totalling approximately
5,200 individual food retailers. In addition, more than 2,500 customers are served in the promotion-based business.
BuchPartner is the market leader in Germany in the field of supplying the grocery retail trade, etc. The grocery retail trade
segment is one of the few growth areas for the shop-based sale of books. BuchPartner GmbH has approximately 700
service staff nationwide and also has the logistics in place to supply over 5,200 branches in Germany with merchandise.
In addition to the existing business with BuchPartner GmbH, this logistics system, etc., gives Bastei Libbe AG the
opportunity to access new business segments in the stationary bookshop sector.
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Shareholdings consolidated “at equity”

Following the disposal of Prasenta Promotion International GmbH in September 2015, there are no longer any companies
that are consolidated “at equity”.

Shareholdings that are not consolidated

Bastei Lubbe also has shareholdings in the following companies not consolidated in the reporting period: Moravské Bastei
MOBA, s.r.o0., Brno (Czech Republic) (90 % shareholding), Bastei Media GmbH, Erfurt (100 % shareholding), a 100 %
shareholding in Bastei International Limited in Hong Kong, a 25 % shareholding in HPR Bild & Ton GmbH, Cologne, a 100
% shareholding in Siebter Himmel Bastei Libbe GmbH (a bookshop in Cologne), the 100 % shareholding by BookRix
GmbH & Co. KG in BookRix Verwaltungs GmbH, Munich (the Komplementérin [general partner] in BookRix GmbH & Co.
KG), a 75 % shareholding in Daedalic Entertainment Studio West GmbH through Daedalic Entertainment GmbH, a 50 %
shareholding in Bastei LLC, Santa Monica, California, USA, the 30 % shareholding in CE Community Editions GmbH,
Cologne, the 51 % shareholding in BHS Service GmbH, Darmstadt, the 100 % shareholding in Bastei Ventures GmbH,
Cologne, and the 20 % shareholding in Rader GmbH, Essen.

The aforementioned subsidiaries in which Bastei Lubbe AG holds more than 50 % of shares are not consolidated due to
their subordinate importance for assets, financial position and earnings. The aforementioned subsidiaries in which Bastei
Libbe AG holds less than 50 % of shares are not consolidated “at equity” due to a lack of significant influence.

Bastei Lubbe AG also has smaller shareholdings in various book and press distribution companies; however, these are all
less than 5% each.

Goals and Strategies

Having started out as a German-language trade book publisher, Bastei Lubbe is well on its way to becoming an
international media company. The exploitation chain of content — be it for readers, listeners or gamers — appears as follows:

The strategy of Bastei Liibbe is to invest in the depth of exploitation, that is in the areas of “content” and “distribution”. In
content, this has happened primarily through expanding the Own IP department and buying BookRix GmbH & Co. KG and
Daedalic Entertainment GmbH. Investments were made in distribution in developing BEAM Shop GmbH, expanding the
oolipo platform, and also the majority acquisition in BuchPartner GmbH. In this respect, Bastei Lubbe is continuing to focus
on the creation and realisation of content, as well as on physical and particularly digital distribution. In so doing, the creation
of content and the distribution thereof is intended not only to occur on a national scale, but also on an international scale
as far as digital is concerned.

Content

Unlike many other publishing houses, Bastei Libbe has already been very successful in developing its own content in the
novel booklet sector for several decades. With the onset of digitisation, Bastei Liibbe has taken the decision to develop its
own material, both in the digital products segment as well as increasingly in the physical books segment in order to benefit
from more comprehensive exploitation opportunities — both nationally as well as internationally — as the copyright holder.
The first success internationally was recorded in Great Britain with the in-house developed series, Cherringham. Bastei
Libbe AG considers there to be significant growth potential in the development of own material. Investment has also been
made in the development of own material thanks to the majority shareholding in Daedalic Entertainment GmbH. Many of
the games distributed by Daedalic are in-house developments distributed globally on the basis of comprehensive
exploitation rights. With its majority shareholding in BookRix GmbH & Co. KG, Bastei Liibbe is now able to access a large
pool of self-publisher authors who are particularly well-suited as authors to develop content for Bastei Liibbe AG.
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Publishing house

In the publishing segment, Bastei Libbe continues to rely on national and international licences in addition to the in-house
content as described above. Bastei Liibbe has been one of the market leaders in Germany for many years in the “historic
novel” and “thriller” genres, with global best-sellers such as Ken Follett and Dan Brown. Thanks to the acquisition of the
“LYX” label, Bastei Liibbe has also been able to assume a market-leading position in the “romance” segment within the
female entertainment sector. The aim over the coming years is to preserve this market dominance in the aforementioned
genres and expand it further, where applicable. It is of particular importance in this context to expand the service offering
for authors in the sales and marketing segment. The subsidiaries BookRix (self-publishing) and Daedalic (computer games)
could also contribute in this context to obtaining and retaining authors, ensuring Bastei Libbe AG has a particularly special
place in the German publishing world within the framework of its publishing activities.

Distribution

Bastei Lubbe has consistently invested in the areas of physical and digital distribution.

BuchPartner

In acquiring a majority shareholding in the market leader BuchPartner GmbH, Bastei Liibbe has now taken up a key position
in the increasingly important grocery retail trade market. Whereas the traditional retail book market is in slight decline, the
specialist retail market is growing.

The shareholding in BuchPartner GmbH provides Bastei Liibbe with access to the logistics system of BuchPartner to which
more than 700 rack jobbers belong throughout Germany. New business models (such as pop-up stores) should also be
opened up in future with the aid of BuchPartner.

oolipo

oolipo AG is an independent platform that distributes short multimedia series content within the DACH region and in the
UK. The content is a new format that has been specially developed for smartphones. At present, the content is published
via an app that can be used by iPhone users. An Android and browser-based version is also due to be released in the third
quarter of the 2017/2018 fiscal year. The business idea is based on the assumption that the younger “millennial” target
audience in particular prefer to read shorter, series-based and multimedia content than classic eBooks. The iOS app was
launched in March 2017. The content format newly developed by oolipo should not only help to attract younger readers,
but also give third-party authors the opportunity, through the use of in-house developed production tools, to publish and
distribute their own content on the oolipo platform.

BEAM Shop

The BEAM Shop stocks a full range of eBooks and sells products from Bastei Libbe and other publishers. It specialises
in digital series content and also offers subscriptions to series content as the first and only eBook platform in Germany to
do so. As a digital playout module, the BEAM Shop enables implementation of the defined strategy to develop in-house
content and exploit and/or distribute such content in a comprehensive manner, both physically as well as digitally. The IT
infrastructure of the BEAM Shop as well as the design of the website was completely revised as part of a relaunch. The
relaunch was completed in February 2017.
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Corporate steering

Executive bodies

As a public limited company under German law, Bastei Libbe AG has a dual management and supervisory structure
consisting of an Executive Board and a Supervisory Board. The Executive Board is made up of three members; Thomas
Schierack (Chairman), Klaus Kluge (Board Programme, Sales and Marketing) and Ulrich Zimmermann (Chief Financial
Officer). The Executive Board reports regularly to the Supervisory Board. The reports mainly deal with business policies
and strategies, current business activities and potential acquisitions. The Supervisory Board is informed of all events that
could have a serious impact on the future of Bastei Liibbe AG.

The Supervisory Board appoints the members of the Executive Board and monitors and advises the Executive Board on
Company management. The three members of the Supervisory Board represent the shareholders. Shareholder
representatives are selected at the Annual General Meeting. On 26 and 29 July, three members of the Supervisory Board,
Dr Friedrich Wehrle (Chair of the Supervisory Board), Prof. Dr Michael Nelles (Deputy Chair of the Supervisory Board) and
Prof. Dr -Gordian Hasselblatt, tendered their resignations to take effect at the close of the coming ordinary Annual General
Meeting. At the proposal of the Supervisory Board, the vacant posts were taken up by Mr Robert Stein, Prof. Dr Friedrich
L. Ekey and Dr Mirko Alexander Caspar. The election of the new Supervisory Board members took place during the
ordinary Annual General Meeting held on 30 November 2016. Mr Robert Stein has taken over as Chairman of the
Supervisory Board.

The internal corporate governance system

The paramount objective of Bastei Libbe is to continually increase the value of the Company through growth and
concentration on fields of business that offer the best chances of development, and an improvement in profitability.

The Executive Board and Supervisory Board take various corporate steering measures. The basis of the strategic company
planning is an annually-updated three-year plan with profit and loss calculations, investments and liquidity. For the fiscal
year that follows immediately, as well as a top-down target definition, the turnover planning is also calculated bottom-up,
in detail and with product orientation in mind. Budget planning for the following fiscal year is derived on the basis of the
final planning. Company steering is based on a monthly target/performance comparison with regard to overall turnover,
segment turnover and balance sheets.

At Bastei Libbe, the following financial indicators are of primary importance for company steering (in each case, in
comparison of target, performance and previous year):

= development of turnover
= development of EBITDA at group level
= turnover and EBITDA of the segments

Furthermore, non-financial performance indicators such as employee numbers or social commitment are not used at Bastei
Libbe for steering purposes since no quantifiable statement can be made as to the causal relationships.
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Overall and industry economic conditions

Macroeconomic conditions

Last year, the global economy grew at a rate of 3.1 %, which is slower than the rate of 3.4 % forecast by the International
Monetary Fund (IMF) at the start of 2016. As a consequence, the IMF has repeatedly revised its forecasts downwards.
The causes for this were the UK'’s decision to leave the EU and weaker than expected growth in the United States of
America in the first half of 2016. From the second half of 2016 onwards, increased economic activity and the prospect of
more robust demand were primarily responsible for defining the positive developments in the global economy. The recovery
in the industrial nations continued. While the majority of emerging economies were able to record a significant increase in
economic momentum, the gross domestic product (GDP) of larger emerging and developing countries was lower than
expected. The fall in oil prices continued to have an impact in larger emerging and developing countries in Latin America
and the Middle East.1 234

The mood in the capital market also became more favourable after the first half of 2016. This reflects a positive outlook
based on expectations regarding comprehensive fiscal support measures, increasing investment in infrastructure and
increasing deregulation in the United States of America. As a consequence of this, capital markets recorded significant
increases both in the emerging and developing countries as well as in the various industrial nations.®

The Eurozone also benefited from the global economic growth with effect from the second half of 2016. Here, the moderate
rates of growth stabilised at the same level. Economists from the IMF calculated growth of 1.7 % for 2016, a figure that is
above expectation. However, growth in the Eurozone remains below its potential. The systematic risks in 2016 related in
particular to the political uncertainty and concern regarding the stability of the European banking sector. Excessive
concerns about the increase in economic barriers following the United Kingdom’s decision to leave the EU failed to
materialise in the hope of the negotiations to come.®

According to the IMF, Germany registered an increase in economic performance of 1.8 % in 2016.” The German economy
is characterised by way of solid and steady development. In both of the previous years, GDP grew at a similar rate.
Domestic activities were key to the positive development of the German economy in the previous year. Public expenditure
increased more sharply than private consumption as a result of immigration by asylum seekers. Overall, consumer
spending increased by 2.5 %, with 2016’s figure once again being the largest pillar of German economic growth. The
investments in residential construction and equipment also contributed to this. While the export of goods and services
(adjusted for price) increased by 2.5 % compared to the previous year, imports during the same period increased by 3.4
%.8 In accordance with an internationally comparable definition, the labour market situation continued to be stable in 2016
with a fall in the unemployment rate to an average of 4.0 %. As a result, Germany has the second lowest unemployment
rate of all EU Member States, behind only the Czech Republic. The increase in employment sustained over a period of 10
years continued at its highest level since reunification.® The inflation rate increased in 2016 to 0.5 % compared to the
previous year.® The German economy continues to grow also in the current year. According to the Federal Statistics Office
(Destatis), the gross domestic product (GDP) grew in the first quarter of 2017 — adjusted for price, season and calendar —
by 0.6 % compared with the fourth quarter of 2016.11

Thanks to increased demand by companies, economic growth accelerated quickly in the USA during the second half of
2016. The expectations regarding looser fiscal policy, a stronger US dollar and increases in the central rates by the US
Federal Reserve Bank have proven to be beneficial since the US election in November 2016. Overall, the United States of
America has recorded a significant increase in employment, solid growth in disposable income and robust consumer
behaviour. The US economy has achieved almost full employment. According to the IMF, the GDP of the world’s largest
economy grew by about 1.6 %. The inflation rate grew by 1.3 %, a proportionately high amount taking into account the
recovery in oil prices. In taking into account potential support to the US economy by way of the fiscal policy, the experts
from the IMF expect to see an increase in economic performance for 2017 by 2.3 %.%?

1 http://www.imf.org/~/media/Files/Publications/WEO/2017/April/pdf/text.ashx?la=en

2 http://www.imf.org/en/Publications/WEO/Issues/2016/12/27/A-Shifting-Global-Economic-Landscape

8 http://www.imf.org/en/Publications/WEO/Issues/2016/12/31/Subdued-Demand-Symptoms-and-Remedies

4 http://www.imf.org/en/Publications/WEO/Issues/2016/12/31/Subdued-Demand-Diminished-Prospects

5 http://www.imf.org/~/media/Files/Publications/WEO/2017/April/pdf/text.ashx?la=en

5 http://www.imf.org/~/media/Files/Publications/WEO/2017/April/pdf/text.ashx?la=en

7 http://www.imf.org/~/media/Files/Publications/WEOQ/2017/April/pdf/text.ashx?la=en

8 https://www.destatis.de/DE/PresseService/Presse/Pressemitteilungen/2017/01/PD17_010_811.html
9 https://www.destatis.de/DE/PresseService/Presse/Pressemitteilungen/2017/01/PD17_001_13321.html
10 https://www.destatis.de/DE/PresseService/Presse/Pressemitteilungen/2017/01/PD17_018_611.html
1 https://www.destatis.de/DE/PresseService/Presse/Pressemitteilungen/2017/05/PD17_155_811.html
12 http://www.imf.org/~/media/Files/Publications/WEO/2017/April/pdf/text.ashx?la=en
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The situation in emerging and developing economies continued to exhibit no uniform trends in 2016, characterised by a
number of challenges. These challenges are reflected in the interest rates — with interest rate increases in Mexico and
Turkey, as well as decreases in Brazil, India and Russia — but they are also reflected by the EMBI (Emerging Market Bond
Index) interest margins. Overall, the emerging economies benefited from the stabilised commodity prices and consolidation
of the economy in China.!3

Although the gross domestic product (GDP) figure for China was only 6.7 % in 2016 compared to 6.9 % the previous year,
growth was nevertheless higher than had been expected originally. Growth in China is supported by ongoing political
measures and expenditure for infrastructure and property. As a result, the People’s Republic of China has continued the
complex process associated with the state-regulated transformation from industrial production to the provision of services.
The IMF expects growth in China of 6.6 % and 6.2 % in 2017 and 2018 respectively.14

According to the Leibniz Institute for Economic Research, the current global economic climate has continued to improve
in 2017, particularly so in the industrial nations. The ifo indicator increased from -1.2 to +2.6 points in the first quarter of
2017. As a result, experts have assessed the current situation in a more optimistic way than previously. However, the
economic climate for emerging and developing countries will remain unfavourable for 2017, too. In the meantime,
expectations for the economy have improved over the course of the year. The short and long-term interest rates are
expected to increase accordingly in the next six months. An increase in short-term interest rates is already expected in the
USA, and the US dollar market price is also expected to increase further in the next six months, according to the Leibniz
Institute.*®

The industry environment in the segments of Bastei Lilbbe AG’s business activities

In 2016, more printed books were sold in Germany than the year before for the first time in three years. The annual result
on the popular market — stationary bookshops, station bookshops, e-commerce and department stores — was in total 0.8
% higher than in the same period the previous year. The stationary book trade/retail segment registered a reduction in
turnover of 1.3 %. Growth in the popular market was once again down to e-commerce.®

According to the Media Control market research institute, the book industry recorded an increase in turnover of 2.4 % in
January 2017. However, the industry was not able to carry the momentum from the start of the year into February and
recorded a decline of 6.7 % compared to the previous year. The weak result in February resulted in the first two months
totalling 2.1% under the previous year's values.'’

The establishment of eBooks has ensured a shift in market share in favour of electronic books — albeit at a low level.'® As
has been the case before, the share of eBooks of the overall book market revenues is relatively low at 4.6 %. According
to the Statista market research company, readers also predominantly preferred printed books in 2016. However, the
number of people purchasing eBooks has increased more than fivefold since 2010: 2016 saw around 3.8 million people
purchasing eBooks in Germany, whilst six years previously it was only 0.7 million.*® The first people to use eBooks have
almost made a complete transition from printed to digital books. Now the switch from print to digital is slowing amongst the
remaining readers - the market has reached temporary saturation.?° Nevertheless, there are also future opportunities for
growth in the eBook segment thanks to the medium’s technical capabilities. The use of tracking software in eBooks, for
example, allows additional information to be collected on reader behaviour.?!

eBook sales grew by 2.6% in 2016 compared to the previous year. 2015 also saw an increase of 4.7%. The smaller
increase in sales in 2016 was a result of lower prices for eBooks. However, following subdued growth in the first nine
months of 2016, a significant increase of 9.5% over the same period the previous year was recorded in the fourth quarter.
Sales of eBooks on the other hand grew 4.1% stronger than the past year. Here, the number of people purchasing eBooks
fell by 2.2% from 3.9 to 3.8 million but the purchasing intensity in contrast rose by 0.4% eBooks to an average 7.4% copies.
The Borsenverein des Deutschen Buchhandels [Capital Market Group of German Booksellers] considers the eBook to be
an established medium for readers and a significant format for publishers and bookshops. The prominence of eBooks
should therefore increase further.?? According to the bitkom inter-trade organisation, the eBook market needs new impetus
to gain momentum. According to bitkom, the threshold to try the new medium is still high. Editing printed books into digital
formats such as eBooks — to structure content geared to the target group — is, however, in the opinion of bitcom an

13 http://www.imf.org/en/Publications/WEO/Issues/2016/12/31/Subdued-Demand-Diminished-Prospects

14 http:/lwww.imf.org/en/Publications/WEO/Issues/2016/12/31/Subdued-Demand-Diminished-Prospects

15 https:/lwww.cesifo-group.de/de/ifoHome/facts/Survey-Results/W orld-Economic-Survey/W orld-Economic-Climate/Archive/2017/World-Economic-Climate-
20170213.html

16 https://www.boersenverein.de/de/portal/Presse/158382?presse_id=1298938

17 http://www.boersenblatt.net/artikel-daten_zur_umsatzentwicklung_in_der_buchbranche.1299851.html
18 https://outlook.pwc.de/outlooks/2015-2019

19 https://de.statista.com/themen/596/e-books/

20 https://outlook.pwc.de/outlooks/2015-2019

2! https://outlook.pwc.de/outlooks/2015-2019

22 https:/lwww.boersenblatt.net/artikel-e-book-zahlen_2016.1288559.html
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invaluable asset in comparison to printed books for appealing to readers via a user-friendly, interactive app or web
application.??

The shift in the book trade also has an effect on the turnover volumes and most important revenue structures of Bastei
Libbe. To that effect, the Company Executive Board expects the digital division to contribute more than 50% to the total
Group turnover in the medium term. Bastei Lubbe is thus continuously developing the digital division and is setting the
trend with the “oolipo” streaming portal, focusing on attractive multimedia reading content, and the “beam-ebooks.de”
eBook shop to partake in the future of this market growth.?*

The turnover on the total market for computer and video games rested at EUR 2.81 billion in 2016 at the level of the
previous year. Whilst games (computer and video games) grew by 7% to EUR 2.1 billion, the market for game consoles
saw a 15% decline. According to the Bundesverband Interaktive Unterhaltungssoftware [Federal Association of Interactive
Entertainment Software], the German market for games also grew further in 2016 and has sustained the positive growth
of previous years. Turnover from virtual goods and additional content grew especially vigorously with an increase of 17%
to EUR 659 million. The so-called free-to-play games capitalise on the purchase of virtual goods and additional content.
Corresponding titles can be played free of charge, yet players have the opportunity to purchase additional levels or virtual
currency. The turnover from subscriptions also rose 19% to EUR 173 million. The German games market is still
characterised by a high level of dynamism. While digitisation has created great challenges for the media industry, the
industry for computer and video games has been able to both conquer new platforms such as smartphones and
successfully establish new business models.?®

Computer and video games as well as film adaptations of novels were at the 2016 Frankfurt Book Fair under the title “A
Book is a Game is a Film”, the common focus being the cross-genre adaptation business.?® The objective of the event
was the strengthened exchange beyond the borders of a single medium. The potential in the cross-media rights and
licensing business is equally as great as the need for new business models. This involves around 20% of all forthcoming
film adaptations and literary films. The benefits of screen adaptations for authors and publishers include further increased
recognition, additional extension of the target groups and a greater presence on buyer lists. In contrast to games, film
adaptations are still the exception, despite the increasing popularity of originals. Games therefore also offer new marketing
potential for the publishing industry. For example, the sales of gaming manuals run into the millions. The adaptation of
successful novels into computer and video games was a key topic at the 2016 Book Fair, as it was in previous years.
Bastei LUbbe will be putting “Die Saulen der Erde” on the market in 2017 as the first official game to be based on a novel
by British global bestseller Ken Follett. It is being developed by Daedalic Entertainment, a Bastei Libbe AG holding.
Published in 1989, the historical novel is one of the most sold books worldwide with 25 million copies and has already been
made into a film, TV series, audio book and board game. Book publishers and the games industry previously enhanced
their collaboration at gamescom 2016. Within the context of the “gamescom license day”, the Frankfurt Book Fair and
gamescom, Europe’s leading exhibition for computer and video games, hosted the first “Publisher’'s Pitch”. In this,
companies from the publishing world presented their projects and ideas in front of top representatives from the international
games industry with the aim of developing new computer games.?” 28This confirms the strategic orientation of Bastei Liibbe
AG for long-term investment in this division.

Subscriptions and streaming services for books, so-called flat rate models, are also increasing in importance. With a
monthly package, readers have access to a wide selection of books. According to the industry organisation bitkom, in 2016
only 13% of eBook readers used a subscription or streaming service.?® Streaming services for books should profit from
curated models in the future, offering readers individually tailored eBooks.3 The industry’s book streaming segment itself
is being given a boost thanks to short-format, multimedia and attractive reading content, such as exclusive content, series
and comics. Here, content is presented on tablets and smartphones and not on an eReader as with a classic eBook.3!
Using the “oolipo” streaming portal, Bastei Liibbe uses this opportunity to gain new and younger target groups for digital
reading who prefer the digital screen of a smartphone to the printed copy.3? According to a current study by streaming
provider Skoobe, 43% of users use their smartphone to read books and 62% actually read more than before. More than
two thirds of readers use their smartphone more regularly for reading than they had initially expected. With 89%, the
overwhelming majority finds that reading on the smartphone also makes waiting and travel times meaningful.®® “oolipo”
also brings the needs of the new target group to the fore with the serial consumption of short-format, multimedia and
attractive reading content, keeping relevant content and the ability to share on social media. Content is therefore
subdivided, with the first part usually being free of charge. Readers can exchange purchased credits for more parts.3*

2 https://www.bitkom.org/Presse/Presseinformation/Nutzung-von-E-Books-bleibt-stabil.html

24 https://www.luebbe.com/web/downloads/module/download/2478250/BL_HB_Apr_Sep_2016.pdf

2 https://www.biu-online.de/blog/2017/04/04/starke-nachfrage-nach-computer-und-videospielen-umsatz-waechst-um-7-prozent/
26 http://www.buchmesse.de/fomsite/de/fom/presse/pressemitteilungen/03135/

27 http://www.buchmesse.de/fomsite/de/fom/presse/pressemitteilungen/02996/

28 https://www. biu-online.de/blog/2016/10/18/frankfurter-buchmesse-games-und-buchbranche-im-dialog/
29 https://www.bitkom.org/Presse/Presseinformation/Nutzung-von-E-Books-bleibt-stabil.html

30 https://lwww.buchreport.de/2016/10/24/bookchoice-die-digitale-rueckkehr-des-buch-clubs/

31 http://www.boersenblatt.net/artikel-neues_streaming-portal_der_bastei_luebbe_ag.1042751.html

32 https://lwww.buchreport.de/2017/01/30/die-zielgruppen-suche/

33 https://lwww.buchreport.de/2017/04/25/so-ticken-die-skoobe-leser/

34 https:/lwww.gruenderszene.de/allgemein/bastei-luebbe-oolipo-e-books-millennials
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In addition to curated reading — particularly in the social media generation — the recommendation function also plays a part
in seeing how many “Followers” a series has and how many of them “Like” it.3®

Judged against the downward trend on the press market as a whole, the novel booklet and puzzle market can be
characterised as being relatively stable. While the press wholesaler in the core business achieved a total turnover of EUR
2.09 billion with press products in 2016 (-4.05% on the previous year), the loss becomes ever greater in consideration of
the sales development. This fell in comparison to 2015 by nearly 150 million copies or rather 7.99% to 1.706 billion units.
Following disclosure by the German association Presse-Grosso, Cologne, this fall in sales is the largest the German press
wholesalers have ever seen to date. The discrepancy between the trend in sales and turnover is based on price increases
and shifts in turnover towards higher priced titles (Source: DNV May 2017). Just as before, the entire RCR range of
products represents a good 10% of the magazine profits in retail. Comparing 2016 and 2015, the turnover from puzzles
(without Sudoku) fell by 1.64% across the segment and the turnover from novel booklets (one issue) by a mere 0.86%
(Source: Pressegrosso DataWarehouse,