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The Bertelsmann
Strategy
Bertelsmann’s strategy is designed to give the Group a fastergrowing, more digital and more international setup. Specifically,
this means that in addition to ongoing investment in existing
activities, Bertelsmann is increasingly developing new lines of
business that ensure a broader overall revenue structure. In the
past few years, significant strategic progress has been made
on the four declared priorities – strengthening the core, digital
transformation, building growth platforms and expanding in
growth regions.

The New Bertelsmann

35

The Four Strategic
Priorities
Bertelsmann’s strategy is a response to global trends that are changing media
usage behavior and customer requirements: the digitization of all areas of life, the
increasing role of emerging markets such as Latin America, China and India, and
the rising demand for education services. In all its businesses, Bertelsmann relies
strongly on the innovative power of creativity; after all, the Group’s value creation
revolves around it. Accordingly, the company is investing heavily in the creative
substance of its businesses.

Strengthening the Core
Digital Transformation
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The four strategic priorities will continue to guide Bertelsmann’s business activities,
in which the company benefits from its strong market positions and solid financial
foundation.
This report is entitled “The New Bertelsmann” and highlights the specific successes
that have been achieved in the company’s transformation in recent years and
how Bertelsmann is structured today. This brings to life the forces that drive the
company and the direction Bertelsmann is taking in its individual businesses.

Growth Platforms
Growth Regions
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Strengthening the Core Highlights 2015

Launch of RTL Z in the Netherlands
RTL Nederland launched its fifth free-to-air TV channel in September:
RTL Z. The new channel is mainly targeted at business people and
entrepreneurs; it reports on current events in the stock market and other
finance and business-related topics in the fields of politics, technology,
lifestyle, culture and travel. The channel is designed to inform the
viewers, but also to inspire and connect them. To achieve this aim, the
channel is also part of an online business network that comprises news
services for smartphones and tablets as well as airing live broadcasts of
important economic events.

Surprise Success of the Year:
“Club der roten Bänder”
Vox achieved the surprise success of the TV year 2015 in Germany with
its first self-produced series, “Der Club der roten Bänder” (“The Red
Band Society”; see photo). The series scored ratings well above the
channel’s average, went on to win kudos including a German Television
Award, and is one of many RTL Group programs to be nominated for
the Grimme Award. Numerous prizes also went to other formats such as
“Deutschland 83” and “Nackt unter Wölfen” (“Naked among Wolves”),
which enjoyed international recognition, reflecting the overall high
quality of the Group’s productions.

“The Girl on the Train”:
Record-Breaking Debut Novel
With “The Girl on the Train” by Paula Hawkins, Penguin
Random House published one of the most successful debut
novels of the past decade in 2015. More than seven million
copies were sold in the English- and German-speaking
countries alone. The publishing group also celebrated international success with “Grey,” the new novel by E L James,
which sold over 8.5 million copies with its English-, Spanishand German-language publications. Penguin Random House
placed 584 titles in the “New York Times” bestseller lists.
Many of its authors won international awards, including
David I. Kertzer, who won a Pulitzer Prize for “The Pope and
Mussolini,” and Marlon James, who won the Man Booker
Prize for “A Brief History of Seven Killings.”
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“Barbara” Becomes Most
Successful Magazine Launch
Gruner + Jahr made rapid progress with its print campaign in
2015. The launch of the magazine “Barbara” was particularly
successful; the first issue alone sold over 250,000 copies,
making it one of the most successful magazine launches in
G+J’s history. Overall, the company celebrated more creative
successes than any other magazine publisher in Germany,
with eight new magazines and five special issues. The year
2015 saw the launch of “Stern Crime,” “Walden,” “National
Geographic Traveler,” “Geo Wissen Gesundheit,” “Brigitte
Wir,” “Brigitte kreativ” and “Schöner Wohnen Styling.” In
addition, a total of seven titles from the G+J portfolio (“Eltern,”
“Eltern Family,” “Essen & Trinken,” “Biografie,” “P.M.,” “P.M.
History” and “Geo”) underwent an extensive relaunch.

Expansion of Distribution Capacity
for Healthcare Customers
By opening a new distribution center in Harsewinkel (Gütersloh) in the
summer of 2015, Arvato SCM Solutions has expanded its supply chain
management space for customers in the healthcare sector by close to
7,000 square meters, creating space for approximately 8,000 additional
pallets. In Hamburg, a new distribution center for the healthcare industry
is being built, with 10,000 square meters of space for SCM services.
These investments strengthen the SCM Solutions business and literally
make room for further growing the international healthcare business in
Germany and Europe.

Green Printing at Prinovis
Prinovis is going “green.” In 2015, the company printed its first entirely
carbon-neutral print job. The production of about 1.3 million copies
of “SommerZeit 2015,” a special edition of the church newspaper for
the Archdiocese of Cologne, caused 373,973 kg of CO2 to be emitted.
To offset these emissions, Prinovis funded a climate project to manufacture and distribute energy-efficient cooking stoves in Ghana. These
stoves need less fuel for cooking, which protects the tree population and
reduces CO2 emissions.
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Digital Transformation Highlights 2015

RTL Group Content in
Greater Demand Online
than Ever Before
RTL Group recorded 105 billion online video views in 2015 –
nearly three times as many as the previous year. This is just
one testament to the Group’s rapid progress in the digital
domain. The Bertelsmann subsidiary currently generates some
eleven billion online video views a month – and the number
is rising. A special online highlight in the past year was the
chart-storming music video “Lean On” by Major Lazer (see
photo). With the support of BroadbandTV, it was clicked on
more than a billion times. Achievements like these helped
RTL Group become the global number one on YouTube.

Penguin Random House:
Pioneer in the E-Book Market
Penguin Random House remains a pioneer in the
e-book market with over 110,000 titles available.
In 2015 the novels “The Girl on the Train” by Paula
Hawkins and “Grey” by E L James, author of
the best- and long-selling “Fifty Shades” series,
were very popular as e-books, just as they had
been in the print sector. Other e-bestsellers of the
year were “The Martian” by Andy Weir, “To Kill a
Mockingbird” by Harper Lee and “Die Betrogene”
by Charlotte Link.
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G+J Expands Its Digital
Business
Gruner + Jahr advanced the dovetailing of content, community and
commerce and continued to invest in its digital business in 2015. With
the acquisition of Danato, the leading online shop for gift ideas, G+J
prepared its entry into e-commerce under the Schöner Wohnen brand.
Gruner + Jahr also acquired a majority stake in Delinero, the online
store for premium foods from Europe, and the employer branding and
recruitment company Employour. The Bertelsmann subsidiary has a
presence in all the relevant digital marketplaces with its magazines, and
has agreed an exclusive partnership with Blendle. Its branded sites once
again saw strong growth, and occupy leading positions in their respective
segments.

Digital Solutions for Improved
Customer Service
Innovative technical offerings from Arvato CRM Solutions offer customers more
convenience. One of many examples is the video identification procedure that
Arvato introduced in 2015, which allows users to conveniently identify themselves
from their homes via video telephony. All it takes is a webcam and an Internet
connection. This method is used by banks, for example, saving customers the time
of having to travel long distances to go into a branch while providing the same high
level of security.

BDMI Expands Its Portfolio
The VHX payment platform helps customers monetize their online
videos. Pathmatics offers publishers technology for analyzing online
ads. And Clique Media is a next-generation online fashion publisher.
All three companies have one thing in common: like a number of other
startups in the digital domain, they receive financial backing from
Bertelsmann Digital Media Investments (BDMI). The fund, which also
serves as a trend scout in the digital world, invested in several innovative digital companies in 2015, as well as making various follow-on
investments (e.g., in the startup Zergnet). At the same time, BDMI also
carried out several successful exits.
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Growth Platforms Highlights 2015

RTL Group Expands
Production Business
RTL Group expanded Fremantle Media’s
production business in 2015. The creative focus
was on expanding both scripted and non-scripted
formats, such as “Deutschland 83” (see photo) or
“The Eureka Moment,” which celebrated major
international successes last year. To increase its
variety of creative offers even further, Fremantle
Media also invested in eight international
production companies, including the French
TV production company Kwaï, which recently
celebrated nationwide success with the political
miniseries “Baron Noir,” and the Italian production
firm Wildside, whose latest series “The Young
Pope” involves the participation of stars like Diane
Keaton and Jude Law.

First Number One for BMG
in the US Album Charts
Chartbreaker: BMG landed its first number-one album in the
US Billboard charts in October with Janet Jackson’s new
album “Unbreakable,” a collaboration with star producers
Jimmy Jam and Terry Lewis. BMG artists including John
Legend, the Scorpions and Jack Savoretti also celebrated
international and national successes. In 2015, BMG clients
were involved in one Oscar, seven Grammy and 14 Echo
awards, and had 20 number-one hits in the German
album charts.
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Arvato Expands SCM
for E-Commerce
Arvato further expanded its international network
of sites in the e-commerce business. Europe’s
most modern fashion logistics center went into
operation in Hanover around the middle of the
year, and Arvato also opened numerous new
distribution warehouses internationally. These
are needed because the company has acquired
several new customers including Fressnapf and
CucinaBarilla.

Growth across All Segments
Buy and build: Bertelsmann expanded its activities in the education
segment in 2015 by acquiring new companies as well as expanding
its existing businesses. For instance, in November the newly founded
Bertelsmann Education Group increased its stake in HotChalk, a leading
online education platform in the United States, to become the majority
shareholder. The group also increased its shareholding in the innovative online learning provider Udacity, enabling it to participate in the
rapid growth of a company that is now valued at over US$1 billion. The
online education provider Relias Learning, acquired in 2014, is growing
organically and through strategic acquisitions. At year-end, the
Bertelsmann subsidiary had nearly 5,000 institutional clients
representing more than 2.75 million users. The company was included
in the “Inc. 5000” list of the fastest-growing companies in the
United States for the third consecutive year.

Bertelsmann Acquires Shareholding
in Affero Lab in Brazil
Bertelsmann made its first direct investment in an education firm in
Brazil: Bertelsmann strengthened its involvement in the education
market of the growth region with a shareholding in Affero Lab. Brazil’s
leading corporate training company offers its customers digital programs
and traditional corporate training, as well as combinations of both.
The company has been active in the corporate training and digital
learning market for 20 years, and today trains more than one million
people per year.
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Growth Regions Highlights 2015

Strong Content: RTL CBS Asia
Entertainment Network Expands
RTL CBS Asia Entertainment Network continued to expand in 2015
and – following its market entry in Hong Kong and Taiwan – is now active
in 18 Asian countries and regions. The RTL CBS Entertainment HD
channel’s success is mainly attributable to its popular content. For
example, the latest season of the series “House of Cards” will be broadcast on the RTL Group channel on the same day as it premieres in the
United States. RTL CBS Asia Entertainment Network is also one of the
few international providers that has responded to usage habits that are
shifting toward Internet TV and video on demand, by making its channels
available on all platforms.

BMG Grows Its Business in
the Chinese Music Market
BMG China signed a comprehensive distribution deal with the Digital Entertainment
unit of Chinese e-commerce giant Alibaba. This gives BMG songwriters and artists
optimum access to the music market in the world’s most populous region. Alibaba
promotes BMG writers and artists through channels such as its streaming apps
Xiami and TTPod. It also monitors the domestic market to prevent infringement of
music rights. The agreement covers the digital usage of some 2.5 million copyrights,
including recordings by artists such as Kylie Minogue, the Smashing Pumpkins and
Bryan Ferry, as well as rights to songs from artists like Bruno Mars, John Legend,
Robbie Williams and the Rolling Stones.

Arvato Enters Brazilian Market
for Financial Services
In early June, Arvato acquired a 40 percent stake in Intervalor, a leading provider of
financial services in Brazil. The investment advances the Bertelsmann subsidiary’s
internationalization of Business Information and Financial Services. International
clients who do business in South America can now handle their receivables
management through Arvato here as well, and can rely on local experts who are
familiar with the legal situation.
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A New Internet Giant in
China’s Fashion Industry
The social network Mogujie, which specializes in fashion for young women and is
the largest of its kind in China, merged with its competitor Meilishuo, one of the
country’s leading fashion shopping verticals. The takeover created a new Internet
giant with a total of 230 million registered users. Bertelsmann Asia Investments has
held a stake in Mogujie since it was founded in 2011.

BAI Wins Awards
In 2015, Bertelsmann Asia Investments made
18 new investments, including the mobile
fitness community Keep, the mobile-based
social networking platform Tan Tan, and the
mobile liquor distribution platform Yi Jiu Pi.
Thanks to its successful management by BAI chief
Annabelle Long and her team, the fund’s portfolio
underwent a positive development again last year.
This performance is also reflected in the awarding
of two coveted China Venture Hit Group Awards
to BAI (see photo): one award for the fund itself
and a second for Annabelle Long’s work.

India: Investments in E-Commerce
and Music Streaming
Further investments in the Indian e-commerce business: In December,
Bertelsmann invested in Kartrocket, an e-commerce services provider
that helps Indian SMEs sell their products online. It also made a
second investment in Pepperfry, a company that has rapidly emerged as
the leading online marketplace for furniture and that currently has over
two million customers in more than 1,000 cities in India. The potential
is huge, with the Indian home and furniture market currently estimated
to be worth around US$25 billion. The capital injection is to be used for
expanding the Group’s logistics activities in India. Bertelsmann also
made another investment in Saavn, India’s leading music streaming
service, last year. Saavn is the country’s most frequently downloaded
music app, with nearly 20 million users and a catalog of more than eight
million songs.
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