
 

Date: December 8, 2020 Entercom P/B: 0.25 

Company Ticker: ETM Sector P/B: 1.6 

Sector: Communications Market Price: $2.84 

Industry: Broadcast Estimated Fair Price: $3.25 

                                

Recommendation: Hold 

 

Company Summary: 

Entercom Communications Corp. is a leading audio and entertainment company engaging over 170 million 
consumers each month through its iconic broadcast brands, expansive digital platform, premium podcast network 
and live events and experiences. With presence in every major U.S. market, and accessible on every device, 
Entercom delivers the industry’s most compelling live and on-demand content and experiences from voices and 
influencers its communities trust and love. 

The company’s robust portfolio of assets and integrated solutions offer advertisers today’s most engaged 
audiences through targeted reach, brand amplification and local activation—all at national scale. Entercom is the 
unrivaled leader in local radio sports and news and the #1 creator of live, original local audio content in the U.S. 

Industry Outlook: 

In March, many companies cut back on advertising expenditure which negatively impacted this industry. 
As the economy has begun to recovery, many companies are returning to normal advertising 
expenditure. Although competition is expected to be strong, advertising expenditure is expected to 
grow 5.8% annualized of the next five years. Radio will likely continue to remain valuable for advertisers 
as a broad-based marketing platform in a fragmented media landscape.  

 



Earnings Forecast: 

 

 

 

 

Notes on Historical Financials: 

Revenue: Revenue decreased due to decrease in in advertising expenditure during the economic 
slowdown. Additionally, the suspension of the NHL, NBA, and MLB contributed to declines in revenue.  

  
Other Operating expenses: The company saw a decrease in operating expenses due to decreases in fees 
associated with sports events and a proactive response to the pandemic that included decreases in 
salaries and terminations.  

  

Impairment losses: In Q4 2019 the company completed its annual impairment test and determined that 
the company’s goodwill attributable to the broadcast reporting unit was less that its carry value and 
recorded a $537mm impairment on goodwill. The company recorded another impairment charge of 
4.1mm in 2020 related to broadcasting licenses. 

 

Notes on forecasted assumptions:  

We expect total revenues to decrease by 28.5% in 2020 due to decrease in advertising expenditure and 
suspension of live sports. In 2021, we expect a large bounce back in revenue primarily due to live events 
being played and steady increases in advertising. Gross margin is expected to shrink in 2020 but as live 
events come back in 2021 we expect in to start to trend toward pre-pandemic levels. We used a growth 
rate of 3.5% to show steady growth for the company in the future.  

 



Valuation: 

 

 

The 2020E shows 3 months of financials that we expect in Q4 with all the other years being 12 month 
periods. Depreciation was calculated as 4% of sales and Capex was found from guidance from the 
company. Using a long term growth rate of 3.5% and discount rate of 8.02%, the target share price is 
$3.25. With the current price of $1.90, we recommend a hold on the stock.  

 

Sensitivity Analysis  

 

The table shows the target stock price based on the discount rate and short term growth rate of the 
company. With a current price of $1.9 we believe that even with a hit to the short term growth rate this 
stock is still slightly undervalued and out recommendation is to hold the stock.  

 

Conclusion: 

We recommend holding our position in Entercom due to the bounce back in advertising expenditure and 
return of live sporting events.  

 

 


