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Attendance List:	Ian Griffiths
	Peter Russell

Title of Meeting:	Kantar Q2 2021 Lender Call; VIP Call

Hosted By:	Peter Russell

Coordinator	Good day, everyone, and welcome to the Kantar H1 2021 Lender Call.  My name is Katrina, and I’m your event manager.  During the presentation, your lines will remain on listen-only.  [Operator instructions].  I would like to advise all parties this conference is being recorded for replay purposes.   

	Now, I’d like to hand over to Ian Griffiths, Deputy CEO and Group CFO.  Please go ahead. 

I. Griffiths	Thanks, Katrina.  Hello, everyone, and welcome, as Katrina said, to Kantar’s 2021 first half results.  It doesn’t seem that long ago since we were last talking to you all and updating everyone on our progress.  Hopefully, you’ll be pleased to hear what we’re saying today as a continuation of the key messages from our previous presentations which are good revenue growth, strong conversion of this revenue to improve profits and margins in cash.  

	That’s helped by our continued focus on cost and working capital whilst at the same time continuing to invest in the business with new products, new ways of working, and importantly, attracting new talent capability. 

	On the call today, you have myself, Ian Griffiths, Deputy CEO and CFO of Kantar, and Peter Russell, our Group Treasurer.  Can we just move back to the agenda just to run that through?  

	I’ll run through or H1 performance.  Peter will then take you through cash on the balance sheet.  Then, there will be a brief trading update from myself and Q&A, hopefully leaving plenty of time for that.  As well as the slides that Peter and I will take you through, there’s plenty of detail as usual in the appendix to the slide deck. 
	
So, moving on, if we move on to the next one, thanks.  This is a new way for us to share our key messages, but it’s actually how we’ve been talking about and communicating what we’ve been doing with our teams internally.  It’s very clear when you go through the list that what we’re trying to do at the moment at Kantar is two things: really focus on delivering today whilst at the same time continuing to invest to create a stronger and better business.  

	The degree of change we’re putting the business through is significant, as we talked before.  We believe over the past 18 months, we’ve made real progress.  Now, our trading performance, as you’ll see, remains strong.  The business is becoming increasingly efficient.  Our client satisfaction scores are at record highs.  We are attracting great talent including Chris Jansen, our new CEO, who will start with us in November, and we’ve already done quite a lot to reshape our portfolio so that it’s becoming much more focused. 

	So, the three key aspects to what we’re doing are winning with clients, speed and simplicity, and investing for the future.  We believe if we get that right, we will create that stronger, better business.  

	Just putting a bit more colour on each of those in turn, so with winning with our clients, we wouldn’t be delivering 10% year-on-year revenue growth and at the same time delivering the same amount of gross profit margin as we had in 2019 if we weren’t winning with our clients.  It’s pleasing to see that over half the growth that we’re delivering is coming from the areas where we’ve been investing, whether that’s HBG, which is our automated brand guidance officer, Marketplace, our self-serve platform which is especially strong on ad testing and the creative and innovation offers, and our analytics practice.  

	Outside of this, we have growth in all of our divisions, and as we look a head, we’ve nearly 80% of our full-year target revenue already secured, and that’s tracking well in line with what we’d normally expect which means as we do look ahead, we have a high degree of confidence that we’ll deliver the target which we set ourselves. 

	If we look at speed and simplicity, it’s really around making the business more efficient and more agile.  It’s measurable for our improved margins which are up 2% at gross margin level and up nearly 6% at EBITDA.  You can see that in our headcount with our headcount nearly 4,000 heads less than we had in 2019 and 2,800 heads less than we had 12 months ago. 

	You can also see it coming through the $100 million of savings we delivered in the first half of the year which puts us firmly on track to deliver the $235 million target we set for the year.  

	Our cash management and improvements in this area, in particular around working capital, is evident in the fact we have a $360 million improvement to 2019 and the fact we’re holding our working capital now as the business returns to growth.  

	The less tangible measure of speed and simplicity is really coming through and creating new ways of working and an organisation that’s less centralised, more empowered teams who have real accountability for what they deliver and get rewarded accordingly. 

	When we look at investing for the future, this is around new products, more automation, new offers for our clients, new skills, new capabilities, and we’re all really excited about the amazing talent which we’re bringing in, in particular the talent we recently attracted into our technology teams, our product teams, the way we strengthened our leadership team, and of course as I mentioned, Chris joining. 

	It’s also about making the business much more focused and clearer, and clearly the sale of Health and the recently announced sale of our Reputation Intelligence business followed or alongside the acquisition of our Numerator business just shows how we are changing the shape of the Kantar portfolio. 

	If we move onto the next slide, these are the headlines of the first half of the year, numbers which on any measure are better than we had planned when we put our plans for 2021 together.  The pleasing thing is when we look at the upside we’re generating in revenue, it’s really flowing through to improved EBITDA, which at $292 million, is nearly double what we delivered last year.  

	We’ll go through the detail, but when you do go through, you’ll see that all divisions are growing when you unpick our 10% revenue growth.  We’re making a much gross margin this year as we delivered in 2019 even though we have slightly higher revenues.  The 16% margin at EBITDA level that we’re delivering is a record margin for the first half of the year for Kantar, and our capex at $40 million is up as we invest more into our media business with new metres and new panels there. 

	We’re investing in the Worldpanel business in terms of panel and data collection and the way we deliver to our clients.  As I mentioned already and on previous calls, we’re investing in products and insights around brand with HBG and Marketplace. 

	On the next slide, moving on you can see the summary P&L for the first half which clearly shows what I just talked through but also a couple of other things which are contributing to the 16.6% EBITDA margin.  

	The first is our delivery or direct costs have only increased 5% in the first half of the year whilst revenues have increased 10%.  This is because of better pricing, better procurement, and actually because we’re changing the way we deliver to our clients, in particular moving more of our work online, less face-to-face, and also not doing low-margin work that would drag the margins and our growth rates down. 

	Secondly, the savings we’ve made over the past 12 months you can see them in the staff cost line.  There’s a breakdown in the notes on the slide, but embedded in here are $100 million of staff costs, structural savings, which have been offset by crew bonuses and incentives as we deliver well ahead of our targets, and that’s almost $50 million year-on-year in terms of the impact and the fact we had $50 million of temporary benefits in 2020 which are reverting in the first half of the year.  The fact that all of the revenue upside less our delivery costs is all flowing through to improving EBITDA margin is really pleasing.  

	If we now look at this on a run rate basis, you can see how it’s changing the shape of the business.  On the next slide, you can see that as our revenue performance has improved, and it’s improved each quarter, and we start to embed and deliver the cost savings, there’s a really steady improvement in the LTM EBITDA and the margin from that EBITDA.  

	In fact, what this chart shows is we’ve made more EBITDA over the past 12 months at $592 million than we made pre the pandemic, and we’re doing so at a much better margin which is really encouraging.  As our outlook and bookings suggest that there’s more growth to come, I think that’s positive for future periods. 

	Moving onto the next chart, we start to break the revenue down because the next chart is the revenue for the first half which nicely illustrates that growth is being delivered across the group.  We talked earlier about winning with our clients.  We have double-digit revenue growth from seven of our top-ten clients, and they’re in a range of sectors.  Some are in technology, food, drink, telcos, tobacco, so we’re seeing growth across all of our divisions as you can see on the chart across all aspects of the business and encouragingly from a broad range of clients and categories.  

	What we’ll do now in the next couple of slides is focus on some of the divisions in a bit more detail starting with Insights which is our largest division.  Last year, as you can see on this chart, hopefully, it was our Insights business that was most impacted by COVID.  It impacted clients’ desire to invest in the brand, and in some cases, it impacted our ability to deliver to our clients, especially if they required face-to-face work, which we could no longer do. 

	Therefore, we expected a strong recovery in Q2, but this has been a better return than we had planned for.  The pleasing thing about the growth is that it is across all key areas of our client offer whether that’s brand health, innovation which is new ideas, advertising testing, marketing effectiveness.  It really demonstrates the strength of our client relationships and the important role we play in helping them understand their brand and customer perception.  

	All of our key offers have grown double-digit across H1, and in particular we’ve seen the areas where we’ve invested, as I’ve mentioned, really delivering strong growth.  For Insights, only three-quarters of this growth has come from HBG and Marketplace analytics which really have improved the solutions we offer to our clients. 

	On the next slide, we break the same revenue performance of Insights down by market, and this is how—the way we split this in terms of the markets we’re showing, this is how we now run our Insights business across the four regions of Americas, APAC, EMEA, and Greater China.  Again, what stands out is the consistent growth that we’re delivering, and delivering that not just across all of our key offers, but delivering it globally. 

	Americas had a strong Q2, and the outlook there is qualitative.  APAC, despite COVID returns remains very strong, especially our Indian business.  EMEA has some really strong results led by the UK, but there’s also good growth in Continental Europe which is still really pleasing as the EMEA region has more of the lower-margin customer experience work which we stopped doing or we are no longer doing if we don’t get a decent return.  China has had a very strong first half of the year, and in the round, this has been a really good start, a really good first half for our Insights business. 

	If we move on, the Media business, and apologies for anyone looking at the slides because the format is clearly a bit of a challenge, the Media business is largely a subscription business on long-term contracts, in particular around our audience measurement business.  So, as a result, the business has been very resilient over the past 18 months, and this revenue performance that we’re showing on the chart is very much as we planned. 

	Our Audience business is a strong business, globally the biggest business of its type outside of the US, and it’ll be strengthened by the wins we have in Holland and retaining the BARB contract in the UK.  

	We had a slow start in our Advertising Intelligence business in Q1, but we’re catching up now, much better in Q2, and as you probably saw we just announced the sale of our Reputation Intelligence business which is also in this division. 

	Moving on to Worldpanel, the Worldpanel business has been consistently strong as we talked before.  Last year, the business grew every quarter, and we had a very strong start to this year which you can see across both quarters delivering good double-digit growth.  Our Worldpanel business is a global business, and we’re seeing that growth in all of our big markets whilst at the same time, we’re  doing this improving our margins through automated means of collecting the data, more receipt scanning, plus investing in a better offer to our clients. 

	The Worldpanel and Numerator combination, remembering that Numerator is not in any of our H1 numbers as the acquisition completed on the 2nd of July, we believe that combination will create a phenomenal platform for our clients to really understand on a global basis consumer behaviour across all channels in which they can purchase their products.  This will be an incredibly exciting opportunity as we saw before. 

	Then, finally, just in summary, these are the other businesses in the portfolio, and the highlights here just to call a few things out, are the consistent growth that we’ve delivered.  In Profiles, particularly pleasing is the fact that we’ve delivered double-digit revenue growth from our third parties, an area in which we’ve really been focusing. 

	In consulting, it’s really pleasing that that business has come back to growth, and a key part of that is something we launched just over 12 months ago which is a very focused expert sustainability practice which within its first year of operation has already helped over 170 global clients with an ESG strategy and execution, and it’s a really important part of our business going forward. 

	Then, our Public business is a real standout performance.  They’re having a superb year.  The numbers here are helped by the work we’re doing in the UK as part of the government’s COVID data collection, but we’re winning work globally especially in Brussels and Australia, and this is work under multiyear framework agreements, so we’ve put a high degree of confidence that this business will continue to deliver really strong and sustainable growth. 

	So, the final chart for me just pulls all of that revenue together by geography, and the message of consistent growth again is very clear because we’re growing not just in all the divisions and all of our key offers, we’re growing in all our key markets. 

	We’ve seen 15% growth in our faster-growth markets including India, China, and Latam, and our more mature markets are also growing very strong because they’re up 8%, so we are delivering good growth on a global basis. 

	The really important thing is that we turn that revenue growth and the profit growth that I’ve outlined earlier into cash, so I’ll now hand over to Peter who will take you through our balance sheet.  Peter. 

P. Russell	Thank you, Ian.  Turning to page 17, our summary of working capital and capex.  I’m pleased to report, as Ian already mentioned, that we are maintaining the significant gains we’ve made in working capital management in the last 18 months.  
	
	At June 2021, we were $16 million ahead of June 2020 and over $360 million ahead of the position at June 2019.  The improvement compared to 2019 is driven by around $150 million of factored receivables and $220 million is due to process improvements in both receivables and payables functions.  The factoring and working capital processes and the improvements are now very much embedded in our cash management processes.  

	Moving onto capex, as Ian has already mentioned, our expenditure has increased compared to 2020 and 2019 driven by the investments in our software and technology spend as we continue to invest in our growth platforms in Worldpanel, Media, and Insights. 

	Now turning to our net debt and leverage on slide 18, our pro forma adjusted EBITDA of $708 million at the 30th of June includes $132 million of run rate savings, more details of which can be found in the appendix. 

	The EBITDA excludes the health division for the purposes of calculating leverage, and we are not reporting Numerator in these numbers as it closed after the period ends. 

	Moving on to our leverage, our pre-Numerator acquisition pro forma senior secured net debt as a multiple of pro forma adjusted EBITDA was 3 times at June, a slight improvement compared to March which was 3.2 times. 

	Finally, turning to our cash, the balance at June of $567 million reflects the cash within the senior lenders perimeter.  The revolver remains undrawn subsequent to the repayment of all drawings in April and still remains undrawn today.  Total liquidity, which we’ll look at next slide, at the end of June was over $1 billion including undrawn facilities.  

	Now moving on to our cash walk and liquidity waterfall on slide 19.  Starting at the left, we’ve benefited from EBITDA of over $300 million in the year-to-date, this is actual rates, offset by a small net working capital outflow of $37 million.  This outflow is driven by the factoring programme as it was at maximum capacity at the end of the year at December 2020, and we’ve seen a small reduction in utilisation to assist them mainly due to seasonal effects.  We still forecast the working capital position to be net flat for the full year.  

	The $300 million of EBITDA along with the net proceeds of over $260 million on our M&A activity in the period supported the funding of our restructuring costs and enabled us to repay the revolver in full which is included in the $229 million of financing outflows.  As already said, our liquidity position at the end of June was over $1 billion of accessible liquidity. 

	I’ll now hand back to Ian who will provide a trading update. 

I. Griffiths	Thanks, Peter.  So, just a quick update on the outlook and current trading.  As far as the outlook is concerned, I think hopefully it’s reassuring that we’re really just reiterating what we said on earlier calls.  Our revenue momentum remains positive.  We’re expecting to deliver double-digit revenue growth in Q3 having had a good July and just closed August.  I can say that with a high degree of confidence, and again, reiterate the messages from earlier that actually that growth is coming right across the business because the trends we went through earlier are continuing. 

	In particular, we expect to see revenue growth have a strong flow-through from the top line to EBITDA and cash.  So, our order book is nicely ahead of last year.  We have over 80% of our target revenue secured.  It’s 90%-plus for Media, it’s 85%-plus for Worldpanel, so the outlook is looking very much on track as these levels of secure revenue are slightly ahead of what we’ve delivered or what we’ve had historically. 

	We continue to challenge our cost base.  We have delivered $100 million of savings in the first half, and we’re not changing our guidance for the full year which is a P&L benefit of $235 million in 2021 and run rate savings of $320 million. 

	As the chart shows, the bulk of the savings have been around capacity and operational efficiencies, and we’re really now starting to work on and starting to deliver the efficiency side of those savings.  These come from new systems, new processes, changes to the ways of working, so they’re a bit harder to deliver, but we remain confident, committed, and on track to deliver what we said, and actually, I wouldn’t be surprised if there wasn’t further upside to come as we get into the execution of those savings. 

	We’re doing all of this, as Peter said, underpinned with a strong balance sheet.  The liquidity position is good.  We plan to hold our working capital this year and grow, and all of that gives us the confidence, management and our shareholders, the confidence to keep investing, to build, as I said, a better business.  We’re not changing any of our guidance on any aspect of our plan which I think in these times, should, as I said right at the start, be very reassuring. 

	Finally, one brief slide just to give you a quick update on Numerator’s trading given that everyone was very supportive of that acquisition which was much appreciated.  Numerator had a strong first half.  They delivered strong revenue growth, in particular, from their panel business, and they’ve been converting that into improved EBITDA and margins.  

	Their panel business, which is their US Worldpanel, delivered 36% revenue growth in the first half which is ahead of their plan, and because we’re seeing strong growth in bookings which feeds directly into their recurring revenue, this growth is well set to continue which was certainly the case when we went through the July numbers.  

	So, that’s all we wanted to say as part of the presentation.  Hopefully, we now have some time for some questions.  Over to you, Katrina, to lead us through that.  Thank you. 

Coordinator	[Operator instructions].  You have two questions already in the queue.  The first one is from Mary Pollock [ph].  Please go ahead, Mary.  Your line is open. 

M. Pollock	Hi.  Thank you for taking the question.  I have two.  The first is on slide 29.  You provide rates of performance with regards to Numerator.  It looks like the impact on cash is $87 million, but I thought at the time of the deal it was about $150 million from the cash balance to fund the Numerator acquisition.  So, what’s the difference between those two numbers?

P. Russell	The numbers on here do not include the impact of the debt or the cash for Numerator.  They are not adjusted.  Your understanding is still correct. 

M. Pollock	Okay, great.  Thank you.  Then, I was wondering if I could just dig in a little bit more on gross margin which was obviously very strong in the quarter.  You talked about some of the growth drivers.  How sustainable is that gross margin in the second half?  Do you think we’ll continue to see that year-on-year progress in 3Q and 4Q?  

	Also—I’m trying to think the best way to ask this.  I’ll let you answer that, and maybe I’ll have a follow-up.

I. Griffiths	There’s lots of components to gross margin because one component clearly is the mix of the business because if we grow our Worldpanel which has a higher gross margin quicker than we’re growing our Insights business which has a slightly lower gross margin that changes the mix of revenues, but as we plan ahead, and I’m not just looking to the next six months, I’m looking over the next three years, I would expect our gross margin percentage to continue to improve.  

	I think the 2% improvement in the first half of the year, exceptional means you shouldn’t expect to see it again, but it is better than we expected, and it’s driven by the things I mentioned as I was going through.  We are focusing more on those direct costs of delivery in terms of how efficient we’re being, how we’re buying panel where we need to buy panel, procurement is much more involved, how we source things.  So, the whole way of working has been thoroughly looked at, and I think we still have more benefits to come from that. 

	We’ve walked a way from some low-margin work which has particularly impacted our customer experience offer in Insights, and that has improved our gross margin because that was very low-margin because it was very people-intensive.  

	The move way from face-to-face too online has improved our gross margin.  It’s something we’re going to push, but also as we invest more in more automated solutions, more product for our clients, again, that should improve our gross margin.  So, as businesses like Marketplace and HBG grow, that will improve our gross margin because, again, they’re less people-intensive.

	So, I think as I look ahead, and we plan ahead, I would expect our gross margin to continue to improve, maybe not by as much as the 2% we’ve done in H1, but there’s no reason why we shouldn’t see a gradual progression on that by at least a percent each year which clearly that all improves the profitability of the business. 

M. Pollock	Thank you.  That is helpful.  Just one more quickly, slightly different.  Could you give any more colour with regards to Insights, in particular, obviously you guys are, I’m sure, talking to your large customers all the time?  Different countries have different views of the Delta variant.  Are you seeing any pullback or caution or anything that would sort of remind you or make you think that clients are rethinking spending?

I. Griffiths	We’re seeing nothing on that at the moment and haven’t—I mean, when the areas were hit the worst, in particular as in APAC, we seemed to come through really quickly.  India has just had a fantastic July and August.  Our APAC region has growth at double-digit growth across July and August.  No, so we’re not seeing anything.  Even though quite a lot of those markets in the Far East went into lockdown actually climbed continued spend, and that was really encouraging.  The order book today shows no signs of spend for the rest of the year slowing down either which is, again, encouraging. 

M. Pollock	Great.  Thank you. 

Coordinator	You have four more questions in the queue.  The next one is from Pratka Volkavitch [ph] from Auto VAF [ph].  Please go ahead.  Your line is open. 

P. Volkavitch	Yes, hello.  One question on your, let’s say, portfolio remodelling strategy.  Are you planning any further disposals or maybe any further acquisitions for this calendar year or for the next 12 months, let’s say?  

I. Griffiths	I’m not going to answer that question.  I know you’d like me to, but it’s something we continue to look at, and the way that we’re reshaping the portfolio should be really focused on brand and consumer behaviour I think becoming increasingly clear.  So, if we have opportunities to strengthen our offers in those areas we’ll look at them, but there’s nothing material that is currently in the pipeline, and we only just completed on Numerator which is enough to keep us all busy and excited at the same time.  

	If there are ways to further focus the portfolio to make sure that the business is as clean and as strong and has as clean a story as possible, we’ll explore that when the time is right, but I’m not going to comment on what we might or might not sell.  It’s not appropriate to do that, the least of which for the teams that are working in the business because they’re all working incredibly hard, and as you’ve seen everyone is delivering great results for the moment. 

P. Volkavitch 	I understand.  I fully understand, but are there are any sort of businesses where you feel or segments where you feel underrepresented or any geographies or—

I. Griffiths	I think we need to continue to—I mean, where we’re growing in some of the markets like China, I would like our China business to be twice the size it is today.  It’s still relatively small.  We talked about areas of growth by analytics which, again, we run analytics largely as a global offer and capability, and I think the demand there from our clients for our data science resource to help them understand trends and behaviours is growing all the time, so I’d love to find a way to really accelerate the growth in our analytics business. 
	
I think the US business you could argue, which is a really nice portfolio in the US, but relatively if you look at as a share of our revenue compared to the overall research market, you could say we’re slightly underweight in the US, and we need to continue to find ways to accelerate yet creating stronger technology-based offers and platforms for the business.  

	As we look ahead, they’re the areas we’ll be looking at.  Some things we can build ourselves as we have been doing.  Some things we might buy.  You’re likely to see those areas and geographies as the areas that we’ll sort of focus on or maybe allocate capital to. 

P. Volkavitch	The last question from my side concerning page 21 where you show the outcome of the cost actions.  In your statements which you provided last week, you are adding to your LTM EBITDA $130 million incremental run rate savings.  Is this included in the $320 million which is mentioned on slide 21?  So, the rest has already been achieved, if that’s correct? 

I. Griffiths	They are slightly different numbers, but they are one in the same set of actions.  So, our cost—so the $131 million is the identified savings that we will have coming through on an annual basis from actions we have yet to deliver or have not fully recognised in our P&L to date whereas what we set out on the other slide is the P&L impact from all the savings and the expected run rate.

	So, the P&L impact in 2021 from all the savings, by the time we get to the end of the year will be a $235 million saving.  We delivered $30 million of that last year, so $205 million to deliver in 2021, and as I say, we delivered $100 million of that in the first half of the year. 

	When you look at all of those savings and the savings we have yet to action which is part of the $131 million, you get to the cumulative run rate saving of $320 million which we expect to largely finish actioning and delivering in early 2022. 

	So, there are slightly different ways of looking at the same actions which is our cost savings. 

P. Volkavitch  	Okay, understood.  Very last question, so Numerator, you can confirm you will consolidate beginning from 1st of July. 

P. Russell	Yes, 2nd of July, yes. 

P. Volkavitch	Okay, thank you. 

Coordinator	You have three more questions in the queue.  Your next one is from Alec Ishjac [ph] from Citi.  Please go ahead.  Your line is open. 

A. Ishjac	Hi.  Thank you very much for taking my questions.  I just had kind of two.  So, just a follow-up to what you had said in the earlier question.  You mentioned obviously that there’s $100 million of cost savings, but obviously there’s an $80 million in the first half offsetting those $100 million of cost savings because of increase in activity.  

	So, could you kind of just put the $235 million of cost savings in context in terms of as your activity continues to increase throughout the rest of the year, how should we kind of think about what the net impact of that should be?  So, i.e. should not expect the remaining additional $135 million increase in EBITDA because you have now a remaining $135 million of cost savings for the rest of the year? 

I. Griffiths	Sorry, I didn’t quite catch that last point. 

A. Ishjac	So, I guess if it’s $100 million of cost savings that you have now achieved in the first half, but they’ve been offset by $112 million of cost increases because of the increase in activity, for the remaining $235 million that you have—for the total $235 million, it seems that you have $135 million left to achieve in a year or $130 million to achieve in the year.  Can we assume that your EBITDA should increase effectively by $130 million during the second half of the year because now all cost increases due to the increase of activity should now be factored in? 

I. Griffiths	I wish that was the case, but because we’re comparing year-on-year, and if you remember last year we took very, I think, swift action to protect our cash and profits, so there were a lot of temporary measures such as no pay rises and people working four-day weeks and similar sort of temporary things which will reverse, so part of the $112 million you say that’s offsetting the savings in the first half, $50 million of that is temporary savings reversing from last year, will have a similar impact in the second half of the year because we had $180 million of what we called COVID-related savings which held us through last year. 

	So, you won’t see all of those savings flow through to the bottom line, but you will see good conversion of revenue to profit going forward because the business is more efficient because we’re working with less headcount, and we have a better product mix. 

A. Ishjac	So, effectively then, the way I should think about it is it should be $235 million less $180 million is what should roughly flow down into EBITDA.  Is that the right way to think about it?

I. Griffiths	Yes.  Then, you have the revenue growth on top of that. 

A. Ishjac	Right, okay.  Fine.  Alright, so that’s really helpful.  Then, going forward—

I. Griffiths	Sorry, it’s $205 million versus $180 million because [overlapping voices - 86:17] $30 million of it. 

A. Ishjac	Right, so I guess the way to think about it is that $235 million in 2022 won’t necessarily increase the EBITDA by that amount.  So, effectively you’ve taken $235 million of total cost savings this year, but that’s going to be offset by $180 million, so really the cost savings going forward beyond 2021 should be around $55 million away from anything else that you managed to achieve based on your current plan. 

I. Griffiths	Yes, I understand that.  Yes.  

A. Ishjac	Okay, perfect.  Then, the other question is from the $100 million of cost savings that you managed to achieve in the first half, how much of that was from businesses that you have sold versus the existing perimeter?

I. Griffiths	That’s all from the existing perimeter. 

A. Ishjac	Okay, perfect.  Then, just my last question.  More broadly speaking, we’ve kind of seen across many industries that there’s been a general rise in input costs due to raw material price increases and transportation cost increases.  Are you at all concerned that companies may go back slashing marketing budgets to try to A) preserve margin and B) prevent trying to pass on some of these price increases to customers?  I guess, will it affect your business?  

I. Griffiths	Yes, I think it’s a really good question, but I think what most of the corporates have realised is that if they don’t spend money on marketing, that’s not exactly going to help their top line grow.  So, if all they end up doing is slashing costs, then they’re not investing in their business.  

	We’re seeing no sign at all from our clients that that’s the case.  If anything, when you look at the investment—we’re seeing investment going behind clients’ brands, we’re seeing real strong increase in innovation, ad testing, ad effectiveness measurement. 

	So, actually I think the thirst for the type of research that we do is very high because a lot of what we’re doing is helping our clients be more efficient and make better decisions.  I guess budgets may be tight, they may be under scrutiny, but people will continue to spend because they have to spend behind their brands.  So, I’m pretty confident on that. 

	We’ve seen businesses like Worldpanel and our Media audience measurement business are just growing, and they’re very resilient and very locked into the clients they serve. 

A. Ishjac	Understood.  If I could just ask a follow-up there.  So, I take your point that they need to invest in marketing to grow the top line, and I know this is a very broad question, but kind of just more from a 50,000-foot view, if you were to think about that marketing budget in terms of spend on advertising to communicate products and offers and promotional activity versus what they’d spend to try to understand how their customer is behaving and reacting with the service you provide, how would you kind of break that down within the marketing spend?  Is that like a 50/50 split, or is it more weighted toward advertising, and therefore they’re less likely to cut your budget, or is it more weighted to the services you provide?  

I. Griffiths	Most of our Insights business is—so Worldpanel is about behaviour; Insights is really around the effectiveness and efficiency.  I think when I look at what our business is doing, we are doing both ends of the spectrum for our clients, and both of them are growing very strongly at the moment. 

A. Ishjac	Understood.  Thank you very much. 

Coordinator	You have two more questions in the queue.  The next one is from Harris John [ph] from Claim Capital [ph].  Please go ahead.  Your line is open.

H. John	Thanks.  Just a quick question on cash optimisation.  I know the last quarter you mentioned about $300 million being the optimal balance, and you guys inherited a pretty complex structure.  You guys have been sitting on a good, healthy amount of cash, about $570 million [indiscernible - 90:47] today.  I guess the question is how much of that is there as an additional buffer for some working capital outflow in the second half.  How much of it goes to investments, and when do you guys envision sort of reaching that $300 million mark?

P. Russell	The cash number has gone down a little bit post the Numerator acquisition that I spoke to in the previous question.  We did utilise the cash on the balance sheet.  What we as a team have been doing is getting as much cash out of the region and putting it back to the treasury centre. 

	So, we’re down, as of the end of August to around $470 million of cash and around half of that or just under is either sitting at the centre, so there’s around $150 million under the control of the treasury function at the centre, or there’s another $50 million - $60 million in accounts that, again, we’re utilising to effectively pooling that cash that we have easy access to. 

	The balance of around half of it, $240 million is sitting out in the regions.  Just to give you an idea, that number has dropped in the year by around $260 million, and just to put that in perspective, the balance that the treasury function didn’t have direct access to—it’s liquid funds used by the business—that was $260 million higher at the beginning of the year. 

	So, between cash back to the centre, and obviously you can see we have a lot of restructuring costs and capex invested in, so we are using that at the centre.  Obviously there’s been a lot of M&A activity with the Health disposal and Numerator, so we still need to now reflect on the best use of that cash going forward.  Clearly we need to carry on investing in the business and capex and in our restructuring costs.  We’re also very conscious of our liquidity having gone through the pandemic like everybody else.  

	So, I think we’re heading in the right direction.  We now have better access to pools of liquidity rather than being—it’s never been stuck, but rather than being in pockets around the globe as it was previously.  So, I think we’re just in a reflective mode at the moment, and we want to make sure that cash is available to continue investing in the business, not to manage working capital in terms of trade debt with creditors but more to do with our investments and restructuring. 

H. John	Thanks, Peter.  Just to clarify, now that working capital has been optimised, we shouldn’t be expecting any seasonality for the rest of the year.  Is it still expected to just be flat? 

P. Russell	Yes, so we’ve had a net outflow in the first half of the year.  We expect that to reverse so it will be net flat for the full year.  Obviously, there is an element of seasonality, and certainly a lot of billing that occurs towards the end of the year which actually can drive a positive benefit to the factoring which is what we’ve seen reverse in the first half of the year.  We expect it to be flat for the full year. 

H. John	Okay, thank you. 

Coordinator	There are four questions in the queue.  The next one is from Naveed Mukhtar from PGIM.  Please go ahead.  Your line is open. 

N. Mukhtar	HI, guys.  Thanks for the presentation.  Just a couple of quick ones from me.  You mentioned automated solutions such as Marketplace, HBG, and I guess on the Media side it would be mostly related to data capture.  Can you just maybe quantify how much of your revenue is now made up of these product lines such as Marketplace and HBG?

I. Griffiths	It’s not something—I mean, they’re very specific offers, and I wouldn’t like to talk too much detail around them.  Marketplace is a platform offering a place our clients can go for largely a quick solution for a 24-hour, 48-hour turnaround for ad testing or new idea testing or perfection from clients on an idea.  

	So, in some ways, it’s actually replacing existing revenue we have, and in some ways it’s growing.  So, the fact that we’re saying 75% of our growth in Insights is coming from HBG and Marketplace is really reassuring because it’s more efficient, it’s a higher-margin business, and it’s offering our clients something that they need, but they’re spending some of what we’re seeing is money being spent with us in a different way.  Similar with HBG, it’s a more automated way of delivering brand guidance.  

	On the media side, measuring streaming is just part of our service.  We don’t get any more or less money from a JIC or a broadcaster from measuring video and video streaming or broadcast video on demand because we have to measure the whole of TV to come up with our share numbers, so it’s not like it enhances their offer.  
	
	Roughly around 15—when I look at our growth platforms in the round and their analytics, HBG, Marketplace, the start of our cross-media measurement, it’s around 15% of our total revenue today. 

N. Mukhtar	Thank you.  That’s very useful.  In terms of the Media side of things, what kind of competitive—what’s the competitive dynamic?  I appreciate that you don’t offer streaming measurements for different services integrated, but I’m interested to know what kind of competitive dynamic there is with the traditional TV advertising. 

I. Griffiths	Sorry, I’m not quite sure what you mean because what we’re doing is we’re measuring audiences.  So, we measure audiences however that audience chooses to watch broadcast content, whether they’re watching it on an iPad, a 60-inch screen, whether they’re watching it live, whether they’re watching it delayed.  We measure it however it’s viewed and whenever it’s viewed.  

	That’s done through metres in TVs, metres in routers, and for a selection of panel viewers, and we’re capturing their behaviour on a regular basis.  That’s the service we offer.  It’s not really linked to advertising as such.  That’s a slightly different set of measurements. 

N. Mukhtar 	Let me clarify my query.  I’m just interested to know if you’re kind of seeing the same kind of competitors on your measurements which involves streaming through routers and so forth that you would have seen on measurement on TV audiences, traditional TV audiences, or is it a different type of competitive base.

I. Griffiths	Well, historically, it’s not really a—when I say it’s not competitive I don’t mean that to sound—if you win the contract to measure audience in a market, you essentially create the currency that is used to trade audience in that market, and that currency is the currency in which advertising is bought and sold.  

	Because in the markets in which we operate, in the majority of those markets, we are the only company providing broadcast audience measurement to that market, so the market has a consistent view of what is going on, who’s watching what, where, when, and how, and that allows for the advertising to be traded accordingly. 

	Now, clearly, viewers got more complicated because you can watch TV in many different ways.  There are people coming into the market measuring little bits of the ecosystem, so some people try and measure YouTube, or some people try and measure short-form videos, but it’s only really us and Nielsen who are the players who can measure across all the platforms that you need to create your currency which is why when you—we’ve just been through the whole renewal of audience measurement in the UK.  

	It’s a long-term contract because you have to build a new panel and invest in new technology, you have to invest in new metres to capture all of these ways that people can watch and view, so it’s quite an investment that is needed to do that which is why in return you get the certainty of a long-term contract. 

	The competitive landscape really isn’t changing.  The important thing is we keep in investing in the technology that keeps up with how viewing is changing so that we can keep delivering the currency to the market that everyone trusts and advertise and get traded on. 

N. Mukhtar	Okay, got it.  Thanks for that.  Just one final question.  Can you just maybe quantify how much on balance sheet and off balance sheet factoring you guys currently have? 

P. Russell	The factoring is all non-recourse, and the utilisation at the moment is around about $150 million.   

N. Mukhtar	Thank you. 

Coordinator	You have three more questions in the queue.  The next one is coming from the line of [audio drops - 101:53].  Please go ahead.  Your line is open. 

M	Hello.  Thank you very much for the presentation.  I have a question on the working capital.  So, compared with H1 2019, the target for improvement in receivables at roadshow level was $148 million by 2022.  As of today, H1 2021, we see an $81 million improvement excluding the factoring. 

	So, my question is if that is still the target for 2022 and if we should expect further cash improvements of around $70 million in receivables in H2?

P. Russell	Sorry, I was just trying to pick up the question.  You’re referring back to the lender bond rate traded back in 2019.  

M	Yes.

P. Russell	I can’t answer that because I wasn’t around at that time.  I think the improvements we’ve made are significant, so the $360 million is split around $150 million from factoring the balance to $220 million from the way we manage our processes.  That is embedded, and we’re not expecting significant improvements of that sort of magnitude going forward.  We do have some countries we’re looking to roll out additional factoring to which could bring us another $20 million, and of course, we’re focusing on our programmes. 

	Maybe if I could take that one offline separately, happy to follow up and share the answer with everybody just to make sure we’re all talking about the same thing. 

I. Griffiths	Pete, can I just—in terms of—maybe when you double check, we’ll check this is right, but I believe we are, in terms of the working capital target that was set in 2019, again I wasn’t here either, we are well ahead of what was in the original LM.  I’m not sure it was just a debtor target.  I think it was a working capital target.  

	The reason we believe we can hold our working capital flat for the rest of this year is we still look at both our ways of working which we believe we can tighten up in terms of things like billing processes where we know we have areas we can improve.  Our over [indiscernible - 104:32] percentage we believe we can push down.  

	So, there’s still things we look at even though we delivered, we believe, over $200 million of real working capital improvements ignoring factoring.  We do see areas which we can push out to drive further improvements which is encouraging. 

M	Okay.  Thank you very much.  I would also like to ask what the impact would be on receivables from the corporate changes that you’ve made, for example, the sale of Health and the acquisition of Numerator.

P. Russell	Health is not a significant change to the net position, and Numerator is obviously a relatively sort of small business in terms of its EBITDA and working capital requirements at this stage in terms of all of [indiscernible - 105:32] not expecting to have material impact at this stage.  Of course, we will explore working capital practices and the factoring programme as well. 

I. Griffiths	Numerator’s working capital should be positive because it is a subscription recurring revenue business invoiced upfront, cash upfront, and growing very strongly.  So, from a working capital point of view, it should be additive. 

M	Okay.  The final question would be also Numerator.  What is the impact on sales from the declining long-core legacy businesses in the Pad [ph] division? 

I. Griffiths	Sorry, what is the total impact of—

M	On Numerator sales from the decline in long-core legacy business in the Pad division going forward. 

I. Griffiths	We’ll have to get back to you on that.  We think the impact is not as significant for the second half of the year as it was for the first half.  That was all fully factored into our plans when we bought the business.  

M	Okay.  Thank you very much.  That’s all. 

I. Griffiths	Thanks. 

Coordinator	You have three questions in the queue.  The next one is from Oliver Newman.  Please go ahead.  Your line is open. 

O. Newman	Hi.  My question has actually been answered, so thank you for the call. 

I. Griffiths	Thanks. 

Coordinator	The next question is from Laura Ramsey [ph], MSF [ph].  Please go ahead.  Your line is open.

L. Ramsey	Hi.  Thanks for taking my question.  I just have a couple actually.  One was just regarding the impact on the Public division in terms of the UK government COVID-related sort of research and things like how you view that going forward?  Is that like very much a non-recurring thing that just affected Q2, and if so, could you quantify how much it actually contributed to revenues there or to the growth there, or have you seen a similar effect in Q3?

	Then, the second question is regarding your senior notes, the unsecured notes, because the amount outstanding, I think you repaid $47 million in February last year.  I just want to understand how that came about and under what terms you made that repayment.  Thank you. 

I. Griffiths	I’ll let Peter mull over that second question.  On the work we’re doing with the UK government on COVID, we are seeing that work continue in Q3, and actually as we do more and more work on that, there is potentially the view that the government will continue to have a long-term interest in tracking how COVID is impacting us as a country.  So, it could well be that the COVID study turns into a public health measure which then turns this revenue into long-term, very sustainable. 

	We know the study is going to continue over the short term, short to medium term, but it may actually turn into something much more sustainable than that which would be great for the business. 

L. Ramsey	Understood.  Thank you. 

P. Russell	I’ll try and answer the question again as before my time, but my understanding is I think we have €428 million of unsecured notes outstanding; €47 million, it was my understanding, was held in escrow, and that decision was made not to fully draw that amount.  So, it’s my understanding it was repaid at par.  There was a decision pre-COVID, that we didn’t need those funds. 

L. Ramsey	Great.  That was very clear.  Thank you for confirming that. 

Coordinator	Okay, and then your last question is from Nicholas Faulkner, PGIM.  Please go ahead.  Your line is open. 

N. Faulkner	My question is the same question as the one before regarding COVID, but I have one kind of follow-up from your answer.  Since you seemed to be successful with that providing that research or believe the government monitoring behaviour, is there scope to that moving abroad into different regions and different countries, and providing that kind of help and service? 

I. Griffiths	Possibly.  Other governments are doing different things, but it is clearly going to be front and centre for a lot of governments going forward how society has been impacted by the horrific pandemic we’ve all lived through, so in the markets where we are strong, in particular working with Brussels, the UK, down in Australia, we’re very well placed to do that.  

	To date, the UK has adopted the most extensive approach to collecting this type of data and doing this type of research.  If other governments follow suit, as you say, I think we’re well placed to benefit. 

N. Faulkner	Okay, great.  Thank you.

Coordinator	There are no other questions in the queue. 

I. Griffiths	Brilliant.  Thank you everybody.  

P. Russell	Thank you. 

Coordinator	Thank you.  That concludes your conference call for today.  You may now disconnect.  Thank you for joining, and have a very good day.

	[END OF CALL]
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