 (
20
)Client: Kantar Group
BT Transcription Ref: K9465432
Date: 9th March 2021 @ 14.00 GMT
_________________________________________________________________________




Transcriber’s name:	Traci G.			

Transcriber’s Notes:
(Any difficulties experienced, accents and general comments)





 
Please find attached your transcript for the above referenced conference call.

Whilst every effort is made to ensure that the attached transcript is an accurate record of your taped conference call, sometimes difficulties are encountered in understanding technical words, people speaking with a foreign accent and in some cases when somebody is speaking from a crowded room with a lot of background noise and from mobile phones.

Where we have had difficulty understanding words we have indicated this as [indiscernible], or simply attempted to spell the word phonetically but follow it with [ph].

Additionally, please note, whilst we try to be as accurate as possible when inserting the names of speakers we would suggest that they are checked.




START OF RECORDING



Attendance List:	Ian Griffiths
	Peter Russell
	Alexis Nasard

Title of Meeting:	Kantar Q4 2020 Lender Call

Hosted By:	Peter Russell

Coordinator	Good day, everyone, and welcome to the Kantar full year and Q4 2020 presentation hosted by Ian Griffiths.  My name is Adrian and I’m your event manager.  During the presentation your lines will be on listen-only.  [Operator instructions].  I’d like to advise all parties the conference is being recorded for replay purposes.

	And I would like to hand over to Ian.

Ian	Thanks, Adrian.  Welcome, everyone, to Kantar’s Q4 and full-year 2020 results.  On the call today you have myself, Ian Griffiths, the Deputy CEO and CFO of Kantar; Peter Russell, our Group Treasurer; and joining us for the first few minutes or so is Alexis Nasard, our new CEO.  We’ll get a brief overview from him, and then Peter and I will take you through the numbers.

	Peter, if you could pause [ph] the agenda.  We’re going to start with hearing from Alexis, and then after his introductory perspective will be the key messages.  We’ll do an overview of 2020, and take you through current trading.  Hopefully that leaves plenty of time for Q&A at the end.

	Without any more from me, I’ll hand over to Alexis.

Alexis	Thank you, Ian, and good morning, everyone.  I’m delighted to be with you today.  I know that you haven’t been accustomed in the recent past to have the Kantar CEO join the call, so I hope that will be recently useful and would add a bit of colour to today’s call.

	Let me start by giving you a short introduction, then I’ll share with you my vision for Kantar, the key trends that we are seeing in the Marketplace, and why I am convinced that Kantar is uniquely positioned to win in the Marketplace.

	In terms of introduction, I’m sure some of you have seen the announcement, but let me give you some brief highlights.  In terms of education, I have an engineering background with a master’s in prestressed concrete, and I have an MBA from DOS.  I noticed the [indiscernible - 69:10] for prestressed concrete, in case anybody is interested in that; but I’ve always been fascinated by mathematics, and that is the reason I studied that before for moving on to business school.

	My career has essentially been in the branded business.  I spent 17 years at Proctor & Gamble, 6 years at Heineken, 5 years at Bata.  And for those who don’t know Bata, Bata is the largest retailer of footwear in the world in terms of volume.

	I’m an experienced CEO.  This is my second stint as a CEO.  Essentially, the main thread in my career was brand management, and I have a very international background, in a sense that I’ve worked all over the back continents.  I’ve lived in seven countries.  I have four passports.  So, I’ve been quite accustomed to dealing with different situations and different psyches of consumers and clients around the world.

	I’m very excited to join Kantar, and frankly, the reasons are quite simple.  I see a huge market opportunity.  The world is becoming more and more competitive.  The consumer is more and more empowered, which calls for an increased need for sophisticated data analysis and advice.  I really believe that Kantar is uniquely positioned to take care of that large and [indiscernible - 70:38] growing market.  

	My view for Kantar, looking to the future, is I think Kantar should become the default interlocutor to CMOs.  If you think about various parts of the advisory world, you always have default interlocutors in many different things, whether it is strategic consulting, whether it is technology, whether it is accounting, whether it is other things, but when it gets to brand management, there is no default interlocutor, and we believe Kantar can and should play that role.

	The way we will distinguish ourselves from various offerings on the Marketplace is to offer end-to-end brand tech related advice.  And by brand tech, we mean data in refine that is processed through superior technology and delivered through superior technologies.

	Key elements of our strategy going forward, which by the way, it’s work in progress.  I’m sharing with you always is some key highlights, which we are already converging at this stage.

	All our solutions, whether they are content related, technological related, are going to be made from the client’s back.  We believe that proper understanding of the client should translate back into superior and competitive solutions.  

	Number two, we will have a big appetent of technology-driven product development.  This is going to be a key area of focus in our investments going forward, because that gives us advantages from a quality of quiet [ph] service standpoint, from an automation standpoint, and from a cost standpoint.  

	Last but not least, it is [indiscernible - 72:29] managing revenue, slightly managing market, slightly managing cash, and simplifying whatever can be simplified.  And I want to insist on the point of cash, because this year, for the first time, the bullish [ph] schemes of all senior managers at Kantar with group cash management to make sure that we do run a tight ship across the organisation.

	In order to make the end-to-end [indiscernible - 72:58] vision come true, while working on building a world-class team, we already have significant level of talents inside Kantar, and we are currently in the process of recruiting some key talents that are going to complement the team that we are working with.  You have probably seen recently that we have just appointed a very senior and experienced Chief Product Officer, who will be joining us as of April 1.  The Chief Technology Officer has already accepted an offer where we have extended, and will be joining us in spring.  This is just two examples to show you that we are very determined to build world-class organisations, and a world-class leadership to at least Kantar in the future.

	Some of the key trends that we see happening across the industry, some will be more obvious to you than others.  Number one is increasing most of our digital advertising, whether it is the way by which people consume advertising, various sorts of devices, in addition to linear television, as well as the formats through which people [audio muffled - 74:09].
	
	Number two, omnichannel shopping, a trend that has started about 20 years ago, and has accelerated very significantly with the coronavirus crisis.  Three, loss of scale in advertising.  What is happening today is many of the big incumbent brands today are under increasing attack from smaller enter [ph] players, for the very simple reason that TV is no longer a hurdle for being known or being distributed as a small brand.

	Number four, faster real-time data.  The world is moving very quickly, and consumer behaviour is shifting very quickly.  That is why it is essential for us to keep that dimension in mind.  But the reality is that consumers have a see-now-buy-now attitude, and manufacturers and brand owners need, at any point in time, to be in a position to respond to that evolution in the landscape of consumers.

	Last but not least, privacy laws are becoming increasingly stringent, and we are increasingly moving to a [indiscernible - 75:15] world.  All these are some of several trends that I just mentioned to you, but these are some of the more critical ones.  We are convinced that Kantar is uniquely positioned to take advantage of them.  More importantly, we will make sure Kantar does take advantage of them in a very competitive way.

	And we believe some of these following areas will help us, if you like, to win this fast-shifting battle of the current landscape.  Number one, we have a very competitive and compelling brand building IP.  We are not just a data technology company.  We are also a brand understanding company.  We are able to process and synthesise data, to offer clients superior solutions for growth.  We have very strong client focus, as evidenced by our client surveys, and we generally enjoy a very high level of trust from clients.  When a piece of data and analysis, or advice, or advisory comes from Kantar, it is trusted and it is serious.  

	Number three, we have a good technological backbone, and we are working very hard of making this truly world class and head of the curve.  

	And last but not least, we are building a world-class organisation, that is not only competent, but also modern, agile, and at the forefront of the transformation the world is leading today.  

	For all these reasons, I am excited to be Kantar’s CEO.  I am excited by the challenges, but also energised by the opportunities that that provides Kantar for significantly increasing its growth profile in the coming year.  And I am confident that the people of Kantar, with all the transformation we are undergoing today, will be in premier position to deliver on such an agenda.

	This is the key highlights I wanted to share with you.  I hope that sheds some colour to what’s going to come later in the presentation.  Again, I’m delighted to be here.  

	And with this, I’ll hand it over to Ian.

Ian	Thanks, Alexis.  So, as we go through the details, hopefully the key points that land today, in addition to what Alexis has just taken you through, is we’ve come through 2020 as a much stronger, more efficient business.  We reacted very quickly and effectively to the unique challenges of what was an unprecedented year; not just managing costs and cash effectively, but continuing to deliver to our clients.  

	We had the confidence and liquidity to keep on investing behind our plans, and all of these things put us in good shape for any recovery and spend, which we’ve already started to see, as we’ve had a good start to 2021, which we’ll talk about in more detail.

	So, if you look at the points on this slide, those of you who’ve listened to previous calls know we had a tough Q2, especially in our custom and survey businesses.  However, since then, we’ve seen a steady improvement in trading, not just across Q3 and Q4, but as I say, into the New Year. 

	There’s no doubt in our mind that trading momentum is improving.  It’s now more positive.  and whilst we mentioned the hard times that our customer survey businesses had, our Audience Measurement business in media stayed resilient all the way through last year, and Worldpanel, our consumer panel business, grew every single quarter.

	If we then look at our cash management, our working capital—and Peter will take you through the detail of this—was an area of real focus for us right across the year.  We knew it was part of the business that we could really improve on, but the $360 million year-on-year of change was better than any of us expected.  And as I say, Peter will take you through that later.

	And the trading being well [ph], managing our costs and cash tightly, all of that contributed to the third point on the slide, which is our healthy liquidity position.  And we end the year with $600 million of cash, and just under $900 million of available liquidity.

	It’s this strong cash position which has given us the confidence to keep on investing in the business.  Of course, we managed our cash and costs timely.  We delivered savings of around $185 million in the year, and we’ll take you through that later.  We also needed to look ahead, and to make sure we continue to invest, as Alexis has said, in the products that will drive future growth.

	Our product capex increased in 2020 to a record $55 million.  We’ve never spent that much in the business before.  And we’re already seeing real revenue growth coming from that, whether it’s from HBG, which is our automated brand tool Marketplace, which is our self-service platform.  We’re starting to see revenue coming through from Cross Media Audience Measurement in our media business.  Our analytics capability is growing nicely.  And as we’ve mentioned, our consumer panel business is in good shape, and we have further plans to enhance that area as well.

	So, all of these areas delivered growth in 2020, and will continue to deliver even more growth in 2021.  We’re increasing investment in automation, in AI, not only to improve what we offer our clients, but also how we work, which internally will drive further efficiencies.

	If you look at Points 5 to 8, these are slightly more forward-looking.  Point 5 on the slide, you can see we sold, as we announced before Christmas, our specialist health business.  We expect to close this by the end of April, and a deal that, from a balance sheet point of view, gives us even more flexibility.  And trading wise—we’ll go into this in more detail—we’ll talk about how we’re entering 2021, both from a customer satisfaction point of view, where our scores are at record levels.  And this is usually a good indicator of client willingness sustained, whether that’s share growth or stickiness, so that’s going to be important for us.  

	And we’ve entered 2021 on the back of those [indiscernible - 81:42] scores with an order book, which is showing real growth year-on-year in dollar value.  And in terms of revenue secured, we’re in better shape entering 2021 than we entered 2020.

	So, all of that, plus the full-year savings to come of $119 million—which we’ll also take everyone through—means we’re entering 2021 with a fair degree of optimism. 

	Move on, Peter.  Before we do 2021, we’ll take you through this year. Here’s highlights.  Thank you.  

	In terms of our nonfinancial achievements, as I mentioned, we’re delivering real growth in menu [ph] from the areas we’re investing.  We call these our growth platforms, and those areas are up 43%.  I touched them a minute ago.  We’ve been more efficient in delivering to our clients, which is why gross margin is up 200 basis points.  In a challenging year, we still sold growth from our big lines in CPG and technology.  

	As I said, we have our—and Alexis mentioned—our highest client satisfaction scores ever, which I think is a good indication of how we worked with our client through the COVID crisis.  We delivered [audio muffled - 82:57] the capital improvements.  We’ve reduced our SG and our headcount by over 3,000 heads, which will deliver further savings in 2021.  And we’re starting a new year, as I say, with an order book in really good shape.

	Move on.  For trading-wise in 2020, our revenues are just under $3.5 billion, were down 11%.  And we’re going to go through the detail in a minute, but as you can see, our gross margin was only down 8%.  This, in part, how we’re working with our clients as we move away from face-to-face to more video or telephone survey completion, but also, it’s the fact that we’re increasingly offering our clients a more automated offer, whether that’s HBG or Marketplace, or we’re seeing a growth in the analytics, all of those will improve our margin we’re starting to see it in 2020, and we’ll see it more coming through in future years.

	That improved margin, coupled with real cost focus, has meant that even with revenues down $450 million year-on-year, our EBITDA of $460 million was only $65 million less than the previous year.  

	Peter is going to take you through the working capital and the capex later.  Let’s look at the revenues in a bit more detail.  Move on.

	This chart just shows how the year played out in terms of the phasing. As we talked before, we had a decent start in January/February, trading ahead of plan, but from March onwards, when the crisis hit, we started to see, in particular our custom businesses, of inside profile and facilities [ph] having a really tough time.  May, of course, being the worst month.  

	However, since then, we’ve seen a steady improvement. Each quarter showing an improved rate of decline, yes, 20% down in Q2.  If you talked about before, 14% down in Q3, then 8% down in Q4.  And as I said earlier, that improved momentum is continuing into Q1 2021.  

	Let’s move on.  This slide just looks at the Q4 numbers in isolation.  So, it explains the 8% decline that was on the previous chart.  And it’s evident that the more discretionary/custom parts of our business, while still having a relatively tough time, are starting to improve.  They are down year-on-year, but there are some positive signs in there.  And Insight, our analytics business, continues to form well.  We saw good momentum coming back to our copy ad testing and creative business, which, if anything, is a good indication our clients were starting to get more confident.  

	And our Public business benefited from doing more work with more government, who were increasingly accepting the approaches, and not just wanting to work with us face-to-face, and that was particularly the case in the UK.  Our Health business and Worldpanel continued to grow as they had all year, and that had been one of the strengths of the year, the benefit to the portfolio and the resilience shared by those parts of the business.

	So, Q4 was down 8%, and some qualitative times in there.  And if we move on and just look at same shopper on a full-year basis, you can see that the Media business was pretty resilient, in particular our Audience Measurement side of things.  Worldpanel and Health had strong years.  Worldpanel, in particular, no real for drive [ph] there, but as Alexis said, clients want to understand how behaviour is changing, and that’s what we do in our Worldpanel business, where the currency in the markets in which we operate explaining how consumer behaviour is changing.  

	And health was strong all year, which no surprise, in the market we’re operating in, that that business stayed strong all year.

	Our Profiles business had a mixed year, in the sense that supply of panel to Kantar, which is a key part of the business, was impacted.  But actually, outside of that, growing our third-party revenues, that was a real focus, and in particular, in the APAC region, we had a very strong year.  Consulting and Insights, however, as we talked before, did have a tough year.  Within that, some good news around, yes, the brand, the Creative business has been better than the average, and analytics stayed strong, but there’s no getting away from the fact it was a difficult year.  So, I think, as the earlier slide shows, it’s a difficult year we’re coming through, and the momentum is definitely improving.

	And there’s no doubt, in my mind, that the way the team bonded right across the group, moving to new ways of working and new ways of collecting data, showed what a brilliant organisation, brilliant team we have, and what a good job the business has done.  But there’s no getting away from the fact that, in some of these areas, it was just simply less money around.  
	
	If we move on and look at it by geography, and I think this just reinforces the fact that COVID was very much a global pandemic, because every market was impacted by it.  On the face of it, it looks like our mature markets, UK, Europe, North America, performed slightly better, but the mix of work and the mix of business we have in these territories is as much a factor of that.  

	So, within LatAm, this looks like it’s done relatively well.  We have much more syndicated work, largely our Audience Measurement business in the media side of things.  It looks like APAC had a tougher time, but that’s really a reflection of the fact that there’s still a lot of face-to-face data collection taking place in that market.

	But you can see on this chart that wherever we were in the world, every business, so every market, was impacted, which is why responding quickly with a real focus on thoughts [ph] and cash was so important.  And you can see that on the next slide, which is a P&L pulling it all together.  And whilst we recognise that it’s never great to report profits going down year-on-year, the actions we’ve taken to mitigate the $443 million of lower revenue, while still investing in our growth areas and building a standalone business as we carved out a WPP, you could see the benefits of that coming through on this slide.  

	You can see the $80 million of stacked [ph] savings very clearly.  You could see the reductions in G&A costs.  You can see the improvement on the gross margin, some of which by mix, some of which by procurement.  So, the fact we managed to hold our EBITDA margin at 13%, and improve that gross margin by 2%, is a good result in a tough year.

	You can move on to the next slide.  We thought we’d put this slide in just to help everyone understand the P&L impact of the cost savings that we’ve had, and we thought this would help.  In 2020, we actually delivered $186 million of savings through our P&L account.  And these savings were achieved through various means, some temporary, such as reduced pay or reduced travel; some more permanent, in terms of headcount and procurement savings.  

	For argument’s sake, and the purpose of this slide, let’s just assume that all of those savings are going to reverse out in 2021.  So, what we’re trying to do here is just show what that would mean.  So, if you were to reverse that $186 million, and then you put back in the savings we have made and will make, just break that down.  So, in the initial response to COVID, we took some permanent people actions.  We took them right at the start of Q2, and those savings, on a full-year basis, are worth $6 million in 2021.  We’ve had some of that benefit in current year, but we’ll get full benefit in 2021.

	We also took actions to reduce our office space, our travel policy, and they’ll deliver another $31 million of savings.  So, if we assume all of the COVID-related savings that we took in the first half of the year, would reverse out.  We’ve already gotten $90 million plus, at least half of those savings coming back in on a full-year basis.  

	In addition to those initial responses, we’ve taken further actions, primarily on headcount, which will deliver a further P&L benefit in 2021 of $115 million.  Clearly, the run rate saving is higher, but the P&L impact as we delivered that, and we started to deliver it in Q4 last year, and we continue to deliver it this year, the P&L benefit for 2021 is going to be $115 million.  

	So, the logic of showing this chart is to reassure everyone that we can keep our EBITDA moving forward in 2021, and not find ourselves being held back by some of the one-off savings, or government initiatives, or furlough schemes, or whatever it is that other companies have had the benefit of.  We’re not being held back by them reversing, and us not being able to mitigate them.

	We permanently changed our headcount and cost space, and that puts us in a strong position for 2021.  We’ve also permanently improved our working capital management, and Peter will now take you through what we’ve done there.

	Peter.

Peter	Thank you, Ian.  So, we changed the way we presented our trade working capital analysis to provide better insight into the fact it was driving improvements we’ve seen in 2020.  

	So, starting from the left of this slide, trade working capital at the end of December 2019 was positive $236 million.  The improvement you see there of $17 million results from the volume change due to COVID-19.  So, breaking this down, this was calculated by applying December 2019 metrics to the December 2020 rolling three-month revenue, and calculating and expecting working capital balance, which reflects flat performance on lower revenues.  The difference between this number and the actual ’19 balance being the volume change you see here that we attribute to COVID-19.

	And then moving on by comparing the expected balance from a flat performance to the actual December 2020 balance, this difference represents performance improvements of $172 million.  This arises from the discipline we instilled early on last year, in both receivables and payables management, and we’ve continued to maintain against before from Q1 onwards.

	And finally, the successful rollout of the fraction [ph] program has benefited working capital $125 million at December 2020, resulting in an overall negative working capital in position [ph] of $128 million.  

	I’m now turning to our net debt and leverage.  Our pro forma senior secured net debt, as a multiple of pro forma adjusted EBITDA on a reported basis, was 3.5x at December 2020, increasing slightly from Q3 due to the weakening US dollar.  
	
	Turning to our cash, the balance at December of $606 million reflects the cash within the lender’s perimeter.  During the quarter, we repaid $19 million of the revolver, leaving a balance drawn at yearend of $160 million.  I’m pleased to report that we’ve repaid an additional $50 million in January, and the amount now outstanding is reduced to €91 million, or just over $100 million.  

	As Ian has already mentioned, total liquidity at the end of 2020 was nearly $900 million, including our [indiscernible - 95:00] facilities, which I’ll discuss in more detail on the next slide.  

	So, this slide provides the key drivers of the pro forma cash and liquidity in the 12 months to December 2020.  Then starting at the left of the slide, we have benefited from a working capital inflow of over $460 million, of the positive EBITDA contribution to cash flow of $452 million for the full year.  Note that the working capital includes the trade working capital, including the $364 million Ian had already mentioned, and essentially, it’s other non-trade items.

	Out of these inflows in service [ph], debt interest, leases, facts [ph] and capital expenditures totalling nearly $450 million.  We’ve also paid over $340 million to finance the deferred parts of the acquisition, now completed, and spent $246 million on restructuring, and other nonrecurring costs.  

	Finally, in terms of financing, our cash position has benefited by net $156 million from the remaining revolving credit facility draw, and a TLB issued in July, net of debt repayments relating to the deferred acquisitions during the year.  So, we’ve already discussed our closing cash position was a healthy $6 million, and the total liquidity position was $900 million.

	I will now pass back to Ian, who will provide a trading update.

Ian	Thanks, Peter.  So, just to close, a brief update on how we started the current year.  

	As we look into 2021, and as Alexis has sort of touched on, we’re going to continue to invest to build a more analytical, a more technology-based data-led business.  We had real momentum in some areas of the business, and as Peter’s taken you through the balance sheet and liquidity to support our plans.  Of course, Alexis’ day [ph] is running a tight ship, we will be careful and considered, as the world still is pretty uncertain.  But I think across 2020, we demonstrated we can run the business tightly, be disciplined on costs and cash, and still make progress strategically.

	Trading wise, we’ve started 2021 well.  We had growth in our yearend order book.  We have more of our target revenue secured than we had last year.  Our bookings across the next 90 days look very much on track to deliver our plans.  And, in fact, for the first two months of the year, both were better than we expected, and are actually showing year-on-year growth at the end of February.

	This shows that trading is continuing to improve, which I think is really encouraging for the rest of the year.  And within these numbers, the fact that Insights is broadly flat, and Worldpanel continues to grow strongly, it’s very reassuring.  

	On the cost side, we remain very focused.  And whilst we have made material change already with another $190 million of savings coming through, we also believe there are further benefits we can unlock from automation, a simpler organisation structure, and further procurement savings.  

	And as we’ve discussed, our cash and liquidity position is strong, which gives us the head-driven confidence to continue to execute the plans we’ve outlined for 2021 and beyond.

	That’s all I want to say.  I’m now happy to take any questions that anyone may have.

Coordinator	[Operator instructions].  Your first question comes from Ryan McElvaney of CSAM.  Please go ahead.

Ryan	Three questions from me.  Thank you again for the presentation.  My first one is just touching up on the sort of transformation plan for the business, and I appreciate the slide and the colour you guys gave.  I’m still just a little uncertain.  In terms of the number of employees, I remember there were some figures thrown around about how many might be relocated to low-cost jurisdictions, and how many might be sort of let go entirely.  

	Can you maybe give some stats on maybe what percentage of the way there you are on that, or any sort of figures besides the millions of cost savings?

Ian	In terms of headcount, we are running over 3,000 heads lower than we started 2020.  There are still some more actions we’re taking.  I’m not going to give any numbers specifically, Ryan, because you appreciate some of these things are still sensitive because we’re talking to the teams about them.  

	We still have plans to reduce that number further.  But in some cases, as you say, it’s not all just taking heads out.  It’s changing how we do things.  And that is a combination of using technology to also make things, which we can make significantly more progress on.  We started to invest in AI; increasingly starting to look at end-to-end survey automation; and also, form more routine, I would say back office work on finance and HR.  There’s more we can do towards those areas as well.

	But also, roles will move from higher-cost locations to lower-cost locations, which will also drive efficiencies as well.  We continue to explore both ways of working, in terms of driving efficiency, and where work is being done.  We’re still very much pushing that agenda. But the fact where our headcount is down, as I say, over 3,000, I think it’s just around 11%, and we know we have more to come, which is what’s, in part, driving the savings that are on the chart that I talked through.  Good progress.

	There’s more progress on the cost side.  And actually, I know the working capital numbers, well I think the working capital numbers are a real achievement, but we know there’s more we can do there as well.  

Ryan	Sure.  And so, that $60 million in the permanent people COVID savings, is that the run rate of the 3,000 heads taken out, the 11% reduction in headcount?

Ian	No, the 115 and the 60 would get you close to 3,000.  So, the run rate savings are a combination of both.  We just broke them down into [indiscernible - 102:22].  One that we did earlier in the year, and one that we sort of started in Q3, starting executing in Q4, and we’re seeing some benefit come through this year.

Ryan	Okay, got it, thanks.  And then, just in terms of growing top line and maintaining the solid gross margins in the 60s, I’m just curious, you’ve had a lot success this year, but still trying to grow the top line.

	What is your idea of a best-in-class gross profit margin that you guys can sort of reach and maintain as you execute on the strategy, broadly speaking?

Ian	That’s a really interesting question.  I’m not going to give you an answer to that, but actually, it should improve.  It’s hard to give a definitive answer on, because each of our businesses has a slightly different cost space.  If you take the Insights business, a survey business, the more we automate it, the more we create platforms, the more we create syndicated products, the higher the gross margin will be.

	And the fact we delivered a 200 bps, 2% improvement this year, I think is directionally—and that is mainly from our Insights business, which, of course, is our biggest business.  I think you could see more improvements there, because that’s where we’re investing—as Alexis said, we want to get stickier with our clients.  We want to offer them a much more embedded solution, more technology-driven, and that will drive the margin, the gross margin in that business.

	I don’t think in other parts of the business there’s too much we can do on the same scale.  So, if you take our public business, for example, the public work will largely be big longitudinal detail studies for most of our evidential work.  There is some automation you can do that, but it won’t change the numbers in the same way as, say, an HBG or a Marketplace, or whatever our next product is in our Insights business.

	I think that’s where the opportunity lies.  That’s why the appointments of Chief Product Officer and the CTO, and we really see those two roles working together, is so important for us.

Ryan	Yes, absolutely.  And then just last one from my side.  In terms of actually being able to automate some of these parts of the Insights business, and continue improving the gross margin there, do you expect a substantial increase in capital expenditures, or you think you can continue to grow 100 bps, 200 bps, of gross margin with that $80 million, $90 million, circa $100 million spend?

Ian	I think in 2021, we’ll be spending around $100 million.  It may go to $110 million, $115 million, that sort of level, but then it should settle down to a more normal run rate.  To some extent, it depends what the CPO and CTO come up with.  But in our plans, we see it settling back down to around $80 million.  We’ve had a bit of catch-up.  There’s a lot going on at the moment, but on a more normal basis, which is probably 2022 onwards, we see that around $80 million should be more than adequate to keep that top line moving forward.

Ryan	Okay, interesting, because it’s a bit lower than some competitors, like Nielsen, as a percentage of top line.  So, I was just curious if you expected it to end up reconciling with some peers, but sounds like—

Ian	Yes, I would caveat, if our CPO comes in and says look, if we can do this, that, and the other, and it makes economic sense, we’ll explore it. So, yes, I’m happy with the level of capex spend we have, and we’re getting full support to keep investing behind the idea as a team and coming forward with.

Ryan	All right, that’s it from my side.  Thank you, guys.

Coordinator	Thank you.  The next question is from Janet Sung of Loomis, Sayles.  Please go ahead.

Janet	I just wanted to know if you have any preliminary comments on the use of proceeds from the health unit sale.  You’re listing it as $226 million, and on the appendix, on Page 24, you depict it as increasing of cash balance and reducing your net debt, but just wondering if you have any comments on the eventual use of proceeds, whether it would be used to permanently reduce debt.

Ian	Peter?

Peter	That’s a good question, Janet.  So, the adjustment you see there was just to get to the reported numbers.  It’s a pro forma adjustment for our compliance certificates.  In terms of the proceeds, we are working through what we will do with them.  We’re still looking at options.  Obviously, we are looking at our liquidity and our spending plans, etc., and how that all fits together.  So, still work in progress.

Janet	Okay, but you mentioned you did repay another $50 million of the revolver post quarter end.  Do you anticipate that to be a permanent pay-down?

Peter	I’d like it to be, but again, we’re still monitoring our global liquidity, and yes, we’re working hard to get cash out of the regions, back to the centre.  And we have moved a lot of cash in the last quarter, in fact, in the last two months, to the last month of the year, and early this year.  Yes, I’m hoping that will be permanent, but there’s obviously a lot going on at Kantar, and that’s all work in progress.

	But I would say we made a lot of really good progress so far.

Janet	Okay, thank you very much.

Coordinator	Thank you.  Your next question is from Frankie Volkavich [ph] of Otto PHS [ph].  Please go ahead.

Frankie	Just to make it clear, you are saying that Q1, you expect Q1 ’21 to be absolute of a year-over-year better than Q1 ’20?  Did I understand that correct, because it’s a little—

Ian	No, I said we were sitting great [ph] from January and February.  I didn’t comment on March.

Frankie	Oh, okay, but it is gross—

Ian	Yes, it is absolute year-over-year growth.  

Frankie	Off the working capital improvement in the last year, which you used for factoring, is this on a recourse or a non-recourse basis?

Ian	It’s on a non-recourse basis.

Frankie	If I have a look, I think it was on Slide 10, where you show your September EBITDA LTM, it’s on Page 70 [ph], LTM EBITDA in September was 494, and now it is, end of December, 452.  Can you please explain the loss of the roughly $40 million, which happens in Q4?

Ian	Well, off the top of my head, it’s just a simple matter of we’re going into a core performing Q4 than a year ago.  Happy to give a full breakdown of that reconciliation.  I can distribute that via the agent later.

Frankie	Okay.  You recognised quite a large amount of restructuring costs clearly in 2020.  How do you expect this number to evolve for going forward, especially when do you expect the timing of, I would say, the convergence of your EBITDA and your pro forma EBITDA and your pro forma adjusted EBITDA to occur [ph]?

Ian	There is further research and costs to incur in 2021, and I think this stays [ph] back to the earlier question I think from Ryan around the transformation plan and heads say [ph].  We have accelerated, I think we said this on previous calls, a lot of the actions to address our cost space and right-size our cost space, reflect the impact of COVID.  We’ve done a lot of that work in 2020.  We’ve incurred, as you rightly pointed out, significant restructuring.  There is more to come this year.

	But then I think we’ll be through the investment phase, if that’s the right phrase to use, and the levels will be significantly lower going forward, once we’re through 2021.

Frankie	But the level in 2021 will be higher than 2020?

Ian	I don’t think it will be higher than 2020, no.  It’s a hard one to forecast, so sitting here today, what plans have we got, we have a significantly lower number.  But if we can see ways to continue to improve our business and drive cost and efficiencies, we will definitely take those opportunities.  

	Pushing ahead to make this business as efficient and as strong as possible is something that is very much on our agenda.

Frankie	And probably last question from my side.  The working capital is expected to be optimised clearly in 2021 as well, and in the end, think you will be able to reduce it further?

M	I think we can definitely maintain the level, and we certainly see some further improvement through 2021.  Obviously, not the same scale as you’ve seen in 2020, but certainly maintained, and certainly see some further upside.

Frankie	And last question from my side.  You have got, I think it is with Moody’s, the watch or outlook negative.  Are you considering this when you think about the usage of the money from the asset sale, maybe to reduce debt, or you say, well, who cares about the downgrade?

M	I don’t think we’re that blasé about downgrades.

Frankie	Do you have a leverage target and a leverage target to time?

M	It’s a good question.  Obviously, COVID-19 and the pandemic has driven a coach and horses through what we might’ve thought a year ago.  Obviously, we’re coming out of that.  I think we see a route to start deleveraging over the next couple of years.  Clearly, we have spend on our transformation initiatives continuing this year, but that is something that we’re starting to look at.

	[Audio muffled - 114:40], but we’re still sort of evaluating as we go through Q1 and the pickup in trading, and how it will follow through for the rest of the year and into next year.

Frankie	Okay, thank you.

Coordinator	Thank you.  Your next question is from Luis Cabra of Northlight Capital.  Please go ahead.

Luis	Just following up on perhaps the previous question.  Could you just maybe give a little breakdown as to what the restructuring costs entail? Just thinking through in terms of, I think in DOM [ph] it was mentioned $80 million per year.  Obviously, this is extraordinary year, but it would be helpful in terms of understanding where these one-offs are coming from.

Ian	I’m not sure what was in the $80 million when it was put together, because it was done before my time.  What we have going through one-offs are clearly the severance costs to support the savings we’re delivering.  We have some deal costs relating to actually closing the deal out, because as I think most people know on this call, that the deal was completed in phases, so there were transaction fees to pay on that.  

	And then we’ve had a series of projects and initiatives, where we’ve had external advice and support, looking at how we can change our organisation.  And then the final area is obviously where, as we reduce our headcount, we exit properties, so this—we’re trying to exit properties to rationalise our property footprint, so some lease costs going through there.  So, they’re the four buckets.  The biggest is the severance bucket.  That’s the largest [audio muffled - 116:49].

Luis	Just thinking through that, and how that reconciles with the $60 million of permanent people saving, plus the $115 million, I mean, just in terms dimensions, could you just give a ballpark as to what you estimate 2021 to look like in terms of [background noise - 117:12]?  Just because when I compare those numbers, $60 million, and then a further $100 million—

Ian	Yes, but it’s a hard thing to do in the sense that we have paid, in 2020, for savings we’ll get the benefit of in 2021.  So, you can’t just look at one year in isolation.  The return we’re getting on the severance is roughly a one-year payback.  So, what we spend on severance, we’re getting a 12-month payback on.

Luis	Okay, so some of that severance would be included within the $150 million; is that what you’re saying?

Ian	Some of it, yes, yes.  So, stuff that we’ve done in, say, Q4, and paid for in Q4, because we’ve made those decisions to exit the people, we’ll get the benefit of in 2021, but we’ve paid the costs of in 2020.

Luis	Okay, got it.  And then, in terms of how that impact, it seems like Insights and the consulting are sort of picking up, is that something that you can see going forward, in terms of managing that sort of people-heavy business with a significantly lower headcount?

Ian	I think that’s part of the discipline we need to put into the organisation, I think making sure we’ve very clear on utilisation levels, chargeability, activity levels, so we don’t just say, oh, we’re busy; we actually have some data, some structure around hiring, I think is really important.  Some of those disciplines in the business were not there.  And part of what we’re doing through changing the data we look at, the information you make decisions on, is putting that rigor and that grip in place to make sure it’s not just a natural, let’s just add heads in just because we feel like the market’s picking up.  

	We should be looking more ahead than looking what we see today.  If our order book doesn’t support adding resource in, we’re not going to do it.  And at the same time, we’re going to continue, as we talked through this call, looking at new ways of delivering to our clients, new ways of collecting data, and increasingly, hopefully, having a more technology and more syndicated revenue streams, rather than just project and resource-led.

	That’s all part of the change we want to work through the organisation with.

Luis	Okay, thank you.  And then just a last one.  What kind of lag time or visibility do you have in terms of the consulting and the Insights business, in terms of the order book?  Typically, when do clients approach you, and when do you start sort of just to see whether you have any visibility into 2021, or not?

Ian	We have some visibility into the year ahead.  If I take our consulting business, sitting here today, roughly a third of it we have secured, in terms of the year ahead.  It’s around that sort of level for Insights as well, because they’re both quite similar, in terms of being sort of project-based.  But you take our media business, where it’s two-thirds of our revenue for media is secured.  

	That shows the difference between a more syndicated longer term business and a more project-driven business.

Luis	So, the project-driven would be around four months, yes, that timeline?

Ian	I wouldn’t tend to look at it like that, because some of our projects run for an extended period.  If I say one of the key measures we have is just looking ahead at our order book, which we look at all the time, as you can imagine.  We start each month, as you’d know, as you’d expect, with over 90% of the revenue booked.  We look ahead to the next three months, and we have, on average, around 65%, 75% booked.  So, we have good visibility out over three months I would say, but we also track those numbers I just gave you with a percentage for a full year, because some of our projects run for an extended period of time.

Luis	Okay.

Ian	There’s a lot more ad hoc in the month to win and do stuff we have to do in Insights and consulting than the other businesses.

Luis	Okay, thank you very much.

Coordinator	Thank you for that.  Your next question is Naveed Mukhtar of PGIM.  Please go ahead.

Naveed	Just a few follow-ups I guess from me.  Just in terms of these restructuring costs, I appreciate the responses you’ve given so far.  Maybe if I ask it in this way, that in terms of the savings that you are showing on Page 15, plus the run rate savings that you mentioned on Page 20 of $190 million dollars, can you maybe give us a range of those restructuring costs, just to achieve those savings, other than any additional project that you may end up doing?

Ian	Well, of the $190 million run rate savings going forward, around $150 million of those are headcount related, and as I said, roughly a dollar-for-dollar or a 12-month payback is what we’d expect on restructuring.  The other savings that we’re seeing coming through in that run rate will be around procurement and further automation.

Naveed	Okay, that’s very helpful.  Secondly, just in terms of the recourse, can you maybe just confirm overall size of the non-recourse [indiscernible - 123:53] available to you? 

M	Yes, it is currently at the level you saw at yearend.

Naveed	Okay.  And finally, just in terms of the disposal, can you maybe just give a bit of a rationale for the disposal for the healthcare business, and are there other aspects of the business that you’re considering disposal?  I guess linked to that, you mentioned that you haven’t decided [background noise - 124:22], but can you confirm that the proceeds will be in the business, or be used to repay debt, as opposed to going to a dividend?

Ian	I’ll just refer to Peter’s answer on the cash, because we’re still working through what we do with the proceeds.  The rationale for the disposal, and I think this is reflected in the price we received, the health market was particularly strong and buoyant, with high demand for this type of asset.  It’s a very different type of business to the rest of Kantar.  There were very little, if any, synergies or connections to the rest of the group, because the type of research that was being done was just very specialised, very, very niche, increasingly focused on specialist areas, such as cancer care and cancer treatment.   So, very difficult to leverage that methodology, that approach into other parts of the business.

	So, very standalone business, very discreet client base, very different methodology, and in a strong, buoyant market, an opportunity to unlock some value.  We took advantage of it.

Naveed	Thanks for that.  Just one quick question on working capital, and I’m happy to take this off line because it’s real technical.  In terms of the 482 working capital inflow you show on Page 18, the second bar on that chart, I’m trying to compare that to the trade working capital movements that you show on Page 16, just a variance of that is about $120 million I think.  

M	Yes, that’s other non-trade related items.  So, everything from severance to bonus, and that type of thing.

Naveed	And is there anything specifically material or lumpy in that $100 million?

M	I don’t think so.  It’s a variety of items.

Naveed	Okay, thank you.

Ian	One more, Adrian, if there is one.

Coordinator	Yes, the last question for today’s call due to time constraint is from Roman Galan [ph], SPPI Finance.  Please go ahead.

Roman	I was just wondering regarding the working capital, how much of the gains you had last year do you expect to reverse maybe through less factoring this year probably?  How much of it do you think will reverse, and if you know when it will reverse?

M	We don’t expect the overall working capital to reverse significantly.  There will be some time differences as we go through the year, as you’d expect, as revenues grow.  The factoring, although that was a good level of factoring at yearend, obviously there’s timing of receipt and when we factor them.  

	To answer the question, we’re not expecting any sort of permanent unwind.  As any working capital cycle, we’d expect both the combination of factoring and normal trade working capital cycles, to give us some ups and downs.  But it’s relatively flat throughout the year, in terms of our modelling, and actually, we see opportunity to slightly improve that number throughout 2021.

Roman	Okay, so if I understood correctly, there should be no unwind in 2021; is that what you pointed out?

M	Correct.  So, we’ve not seen an unwind in terms of the full year.  Of course, from one month to the next, we’ll see some pluses and minuses.

Roman	Okay, thank you.

Ian	Great.  Thanks, everyone.  Adrian, do you want to wrap it up?

Coordinator	Certainly.  Thank you, ladies and gentlemen.  That does conclude your call for today.  You may all now disconnect.  Thank you for joining.


	[END OF CALL]
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