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Pearson stops the presses with shift to "digital first"
strategy
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Shares in publishing group Pearson PLC (LON:PSON) jumped on Tuesday
after the firm announced that all future releases of its US college textbooks
would be published in digital format before printing.
The FTSE 100 firm, breaking with the model of what it said was "lengthy and
expensive print revisions" of textbooks that have dominated the market since
the 1970s, will now release updates to its 1,500 active US titles on a "digital
first" basis.
READ: ShoreCap upgrades Pearson as digital transformation gains traction
John Fallon, Pearson's chief executive, said that with "nearly 90%" of learners
using digital education tools, students were demanding access to more
accessible and cheaper higher education materials.
This shift in the company's business model, he said, would provide customers
with "affordable, convenient and personalised digital materials" while also
having the added side effect of increasing revenues over time.
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He added that the move would also provide a more predictable, visible revenue
stream with a better quality of earnings for the group.

Website:

Under the new digital structure, students can be expected to pay an average of
US$40 for an electronic textbook or US$79 for a full suite of digital learning
tools. However, students who still desire a print copy will be able to rent one for
around US$60.

Pearson is an international media company
with
market-leading
businesses
in
education, business information and
consumer
publishing.

The new model may also come as a boon for US college students, who
currently have to contend with eye-watering costs that can see them forking out
as much as US$1,200 each year for books and course materials.
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Pearson has been pushing to restructure and better digitise its US textbook business to stem a decline that has already
contributed to a series of profit warnings.
Evidence of the turnaround's benefits began to appear in the first quarter of 2019, with the North American business
reporting a 2% rise in sales compared to a 1% decline the year before.
Investors gave the news a good grade in mid-morning trading, with Pearson shares rising 3% at 889.8p.
Broker expects revenue "dip" for first two years
However, analysts at Liberum remained unimpressed by the digitisation plans and reiterated their 'sell' rating and 550p
target price on Pearson's stock.
The broker said in a note that the shift was an "implicit admission" that the age of sky-high textbook prices was over,
although 45% of its US higher education revenues were still derived from print textbooks and that this legacy area
would need to be managed as it would also incur "legacy print costs".
www.proactiveinvestors.co.uk

www.proactiveinvestors.com

www.proactiveinvestors.com.au

ca.proactiveinvestors.com

www.proactiveinvestors.de

United Kingdom

North America

Australia

Canada

Germany

www.proactiveinvestors.com.au

Suite 102, 55 Mountain Street

Ultimo, NSW 2007

ABN: 19 132 787 654

Liberum added that while the shift could bring through long-term benefits, they expected to see "a dip in revenues" over
the first two years at least as prices dropped.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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