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Attendance List:	Michael Uzielli
	Peter Russell

Title of Meeting:	Kantar Q3 2022 Lender Call

Hosted By:	Peter Russell


Coordinator	Good day, and welcome, everyone, to the Kantar Q3 2022 Lender Call, hosted by Michael Uzielli, Group Chief Financial Officer. My name is Judith, and I’m your event manager today. During the presentation, your lines will remain on listen only. [Operator instructions]. I would also like to advise all parties this conference is being recorded.

	Now, let me hand it over to Michael. You may proceed. 

Michael	Thank you, Judith. Good afternoon, everybody. Thanks very much for dialling in for our Q3 results.

	As of last time, I’ll give an overview of the key messages and the tradings and then I’ll hand it over to Peter Russell, our Director of Treasury, to update you on balance sheet and liquidity. And then we’ll come back at the end on trading and Q&A. 

	So, turning to the key messages slide, what I would say upfront is that not a lot of new news since the first half of the year, since Q2. I’d say the general theme is a good, solid progression in what are definitely challenging times. So, I think we can probably get through this update quite quickly and leave time for Q&A.

	But just to summarise, solid progress, as I said, in the third quarter. Gross revenue up 7.2%, so that takes us to 6.8% year-to-date. This is what we call continuing business so that excludes Russia, Ukraine and the Public division that we’ve formally sold at the beginning of September. Double-digit growth in our shopper panel businesses, which is Worldpanel and Numerator in the US. And, in general terms, I feel we’re making good progress over the years towards improving our business mix. One proof point for that would be the revenue from the technology sector which are up 13%, so double the underlying growth. And then revenue through Kantar Marketplace, which is another measure of the transformation of our business, up 25% on the prior year, including the launch of a new product in the Brand solution area, which is our first Brand product on the Kantar Marketplace. Up until now, Marketplace focused on traded solutions and innovation. Then we’ve also launched some new products in those domains on Kantar Marketplace as well during the quarter.

	From a profitability perspective, we’re also seeing good improvements through the cost and margin initiatives that we’re putting through with the quarter, with the EBITDA up 22%. So that takes us to 11% up year-to-date. This reflects a continued tighter focus on pricing discipline in the current inflationary environment. I’ll talk more about that a bit later on. And also our efficiency programs which continue to be on track both in terms of operational savings in the core business but also we’re deriving synergies from some of the M&A that we’ve done particularly around Numerator and Qmee. 

	Our liquidity which Peter will talk about is 592 million at the end of the quarter. That’s up from 573 million at the half year. This reflects partly the sale of the Public division I mentioned, partly offset by the XTEL transaction where we formed a joint venture with a partner. That involved some cash out of the business offsetting the sale proceeds from Public. And we are of course continuing to invest quite significantly in capex in terms of new products and other areas, and also restructuring which is winding down now but I’ll come onto that later, but to drive our technology transformation. 

	Just a reminder, which is something that struck me since I’ve been here in the last few months, is we have been standing up a whole technology organisation at Kantar over the last two to three years. And from the 1st of February 2023, we shall be fully standalone, so we’ll be moving off transition services agreement with WPP into an individual partnership with Kyndryl to run our technology infrastructure going forward. We’ve established a technology hub in Porto where we’ve recruited a lot of technical experts and we’re making a lot of progress on simplifying our infrastructure. So for example we’ve reduced our servers by around 1,400 over the recent months. 

	From a management and leadership perspective, we strengthened the team with the appointment of a new CEO of Americas in Will Bordelon, and two new board advisors, non-executive directors, Tiger Tyagarajan, who is the CEO of Genpact, and Brenda Tsai, who is the chief marking officer of State Street. So it’s great along with Adam Crozier who is obviously already our chairman to have this independent expertise on our board.

	Looking forward, the order book remains robust and our orders are up year-on-year, although, again, as I’ll explain later, there are signs of some slowing due to the macro headwinds that we’re facing. But for this year, though, we’re just 90%. In fact, at the end of October, over 90% of the full-year revenue target is secured which is in line with our historical trends. That gives us reasonable confidence that we’ll deliver our full-year target. 

	Moving on to the next page, I’ve covered most of this. As I said, quarter three has been a good quarter. It’s slightly improved the year-to-date picture. I’ve talked about the core [ph] revenue growth already of 10.2%, but taking us to 6.8% year-to-date for the continuing business. Gross margin percentage improved to 69.2%. It was up 0.9% on last year. And EBITDA was up 11%. For the half year, we were up 6%.

	From a balance sheet point of view, trade working capital is in line with what usually is at this time of the year. So it’s slightly less negative, if you’d like, at half one but that’s just for the seasonality impact. Everything remains on track there. 

	And then from a capex perspective, 124 million year-to-date, this is up from 66 million at the half year. As you can see, 56 million more than this time last year and this does reflect the ongoing capex investment that we’re making in our new platforms, across Worldpanel, Profiles, Catalyst and our Insights business, developments panels in Numerator, as well as the technology and mediation that I talked about before. 

	Moving on to the next slide, you can see the top-line performance driving EBITDA growth. The revenue growth driven by some good wins, good new plan wins. As I said, the technology sector has been strong for us. Customers such as Amazon, Google, Netflix have become some of our biggest clients, actually, as the years pass in both Insights and also Profiles, and the Numerator and the Media business, too, in fact across the business.

	We’ve had some good competitive wins in our Brand Tracker business from the likes of Heinz, Electrolux, British Gas, to name a few. We saw that one of our strengths to Kantar is the quality of our data and the trust that our clients put in that quality. We feel that’s a real differentiator for us and we’ve been investing quite a lot in that. To give an example of that in Profiles, which is the division that provides the panels for the Insights business and for also enterprise clients, we lead in terms of our antifraud capabilities with our cubed [ph] capability which we acquired with Qmee. We prevent four times the amount of fraud than any other panel providers. So this represents the quality [background noise – 83:49] is in good stead.

	From a pricing perspective, we are very focused now on our renewal pricing in terms of a lot of annual contracts come up for renewal at this time of year. As I mentioned, I think probably on the half one call, we’ve been putting up our cost rates to reflect the inflationary environment that we’re in both the current historical cost growth but also some when we’re pricing forward we’re pricing anticipated cost growth to make sure that we protect our margins. So this is a big focus for us at this time of year. So inflation is a challenge but it’s also an opportunity for us to make sure that we do pass through the pricing that we need to, to maintain our business in good health.

	Our staff costs are very much under control. We operate in very tight recruitment controls. And I would say they’ve priced in significantly as the year has gone on. We have our efficiency projects, our offshoring across the business, and the technology and the operations in Finance and HR. We’ve also been taking some action in the last few months around some of our more senior levels of staff in terms of reducing our headcount costs there. What we’re very keen to do is to make sure that we match our resource to the workload and that we don’t get into a position where we’re overstaffed if revenues are not as strong given the environment we’re in. Of course we don’t know what the situation is going to be but we’re making sure that we’re erring on the side of caution there so that we don’t end up in that position.

	I think moving on to the next slide and accelerating a bit here, this is a slide we update every call. Again, a fairly predictable progression from last quarter. Revenue up 5%, so slight improvement in the LTM EBITDA now to 637 million, up 20 million. The year-on-year comparisons this year have been quite challenging and I certainly found this the first half because of the very unusual 2021, all the emotion [ph] of COVID in Q2 with a great influx of revenue as you can see on that chart with the 18% increase in revenue that quarter with a nearly 100 million increase in EBITDA in one quarter, then trended down to a more normalised situation. So that’s gradually working its way through the system, if you like, making the numbers a bit more intuitive. But I would expect this progression to continue for the remainder of the year.

	Talking a little bit more detail on the revenues, on the next slide, I’ll talk about Insights in a minute, as I have two slides on that, and up 4%. Profiles, and again, the general comment here is the growth for the third quarter is broadly in line if not slightly better than the first half, so the percentages haven’t changed a great deal. Just as a quick reminder, the Profiles business up 10%. It was up 9% at the half year. Qmee has been a very good transaction for us so far and we’ve had a strong year anyway in Profiles. We’ve added 100 new clients and as I said, we have a good reputation for quality. We have double-digits for the client preference scores which I think again have helped us win a lot of business from the competition.

	Worldpanel, one of the household panel businesses that we have, focused globally outside of the US, it’s growing well, up 7%, just slightly less in the third quarter than the first half. It continues double-digit growth in Latin America, APAC, and Southern Europe. I’d say a bit slower to flatter in the UK and Northern Europe. Again, a similar trend that we saw in the first half with just a slight sign of a slowdown of orders converting those—pipeline converting into orders and into revenue, which again I can talk about towards the end. What I would say is in this environment Worldpanel does pick up quite a lot of the client work from advising our clients on the inflationary environment and what consumers are doing and how they’re responding. So there’s quite a business opportunity in volatility for Worldpanel. 

	Numerator, which is the US panel business, or the US and Canada, very strong performance, up 22% year-to-date, so up 17% at the half year. Just a reminder, these are typically very sticky agreements, if you like, two years plus strong retention, high operational gearings, a syndicated offer. And this is a business which is very much in growth mode. Numerator recently won a good Walmart contract, which is a big milestone for that business.

	And one thing I should just mention from a corporate finance perspective is we are in the process, and I talked about synergies earlier, of combining the advertising intelligence, which were the AdIntel [ph] business of Numerator with the same division of Media, North America for Kantar. So this is one of the rationales for the original transaction so this is step one, if you like, with combining those two businesses in North America, realising quite significant cost synergies and creating a powerful new business for revenues around $100 million and creating a bit of focus there. So that’s ongoing.

	And then finally in the Media business, which again is a very predictable business, so no surprise here, up 6% as it was at half year. These are very long-term contracts. We’ve got some good new contracts they’re working on in Brazil, Turkey, Netherlands, etc., as well as cross-media, a big cross-media contract in the UK. And these contracts that are typically inflation protected as well.

	Turning to the next slide, which is the Insights growth slide, which is by geography, before I move on to the one by solution area, by geography, again, similar trends as before. Americas actually growing well, I suppose powered more by Latin America, which is up over 20%, and the solution areas that we have been very strong here have been in Brand guidance and media. EMEA, more challenging, but this includes the impact of Russia-Ukraine which obviously knocked quite a bit off that number. 

	Aside from Russia-Ukraine, actually all the regions of EMEA have been growing, with the exception of the UK where it has been a bit slower in one particular solution area we’ve created which we’re quite stronger than the UK. And also Consulting, which had a strong year in 2021 so it’s really slightly against a difficult target here. We’ve also been reducing low margin work in the UK focusing on our core solutions so not all of the revenue shortfall is necessarily fairly bad, but the percentage growth sale on this chart are identical to the ones in H1. 

	In APAC, we’ve seen 14% growth year-to-date. We’re 13 markets in APAC; we’re growing in 11 of them, the strongest is in India where we’ve grown 25%. It’s been a very, very good year.

	And in Greater China, for us it’s actually a pretty good performance year-on-year when you consider the amount of lockdowns that they’ve had there and continue to have in Beijing, Shanghai so actually quite a resilient performance. One thing to note about China is that 45% of our revenues now come from local clients as opposed to multinationals. This is up from around 20%, 25% a few years ago. So we’re building a very strong business there with the local Chinese companies which of course themselves going global.

	On the next slide, this just is our Insights business broken up by solution area. In a nutshell, Consulting, which has been as I said before, especially in the UK, a bit challenging. This year, really after a very strong prior year, it’s actually improved. It has been picking up so quarter three we’re down 16% year-to-date but we were down 21% at the first half so we’ve actually seen a stronger Q3. It’s picking up towards the end of the year. We have a new head of UK Consulting recently appointed from Publicis and I think that’s probably helping our business.

	The Media domain is doing very well, up 11%, but slightly less well than it was doing the first half of the year. So it’s just a bit slower. We were up 14% but still doing well. A lot of this business is in the US where we’re the market leader in this solution area with our branded Insights product. This is a product that we sell a lot to the major tech publishers, Amazon, the Googles, etc. We’re number one in that space.

	But Brand Kantar is very much the core solution area and we’ve seen a 12% growth there which is similar to the first half. And you will recall we won big contracts there for Coke. We’ve launched Kantar Marketplace so this continues to be, and it will continue to be, a strong format.

	I think I can move to the next slide which is just the picture across all geographies at a consolidated divisional level. Again the theme here is that Latin America and APAC have seen double-digit growth. North America we’ve actually also seen very growth, up 9%. North America is our biggest market overall anyway. It’s had some of our strongest margins. This is driven as much by Numerator as by the Insights business. And it has been a bit slower in EMEA and the UK. Some of that is due to Russia-Ukraine. Some of that is due to the Public division which is predominantly a UK-focused business but has been sold. It’s just come out of the numbers. But overall, again a similar picture as we’ve seen all year.

	With that, I’ll hand over to Peter to talk about working capital and the balance sheet.

Peter	Thank you, Michael. I’m now on slide 15. As Michael said, in terms of traded working capital, no surprises here. We’re at levels we’d expect for this time of year. And as you can see, we continue to maintain the significant gains we’ve made in traded working capital over the last couple of years. We’re roughly flat year-on-year due to the continued focus on management of collections and payments, and along with the continued imbedded benefits of the factory [ph] program which is still going well. 

	Moving on to capex, our expenditure as Michael has already mentioned has increased by 56 million year-on-year, driven by our continuing investments in our growth platforms and products as already been discussed.

	Now moving on to the next slide, our leverage, our pro forma adjusted last 12 months EBITDA of 774 million includes the usual adjustments. We’ve included 127 million of incremental run rate savings, slightly down on the number at H1. We’ve normalised for the higher than usual consensus payments from 18 to 21, adjusted for the Numerator billings in advance, and also pro forma adjusted for the impact of acquisitions and disposals this year. 

	Moving on to our leverage, pro forma senior secured leverage was 3.9 times at September, a slight improvement from 4.1 times at June, mostly driven by the stronger dollar and still in line with our expectations.

	Turning to our cash, the balance at September of 272 million, slightly ahead of June which was around 250 million, reflects again the cash within the senior lenders perimeter. The revolver is currently drawn at £120 million or around $130 million. And total liquidity at the end of the September had improved since the half year to around $590 million and this includes undrawn facilities which was predominantly the revolver plus a few other facilities that we have access to around the Group.

	Now moving on to the next slide, this shows again as usual the key drivers of our cash and liquidity in the senior group for this time the nine months through September. So starting on the left, the Group generated 470 million of EBITDA in the nine months. Trade working capital year-to-date is slightly negative due to seasonality around this time of the year and also there were some impacts from disposals in that number as well as we took businesses out of the Group. We spent most of the trade working capital to unwind [indiscernible – 96:56] by the year. For example, we’ve already seen accrued revenue balances decrease as we approach yearend. 

	The next trading info [ph] of 446 million along with cash and bond facilities has enabled us to fund our other working capital payments such as VAT and prepayments on technology investments, and call [ph] incentives of 95 million, our debt servicing, tax, capex and other restructuring costs. The changes in financing of 22 [ph] million mostly relates to borrowing on the revolver net of our lease repayments during the period. 

	The M&A costs of 110 million relates to the Qmee and Blackwood Seven acquisitions, which included [indiscernible – 97:42], then less the proceeds from disposals, including the recent disposal of our Public division. Restructuring and other costs predominantly related to the transformation and technology initiatives that we invest in to reshape our business operations, as Michael had already discussed. 

	Just as a reminder, our cash position of 272 million, plus our ongoing facilities, provide over 590 million of accessible liquidity, an improved position compared to June of this year.

	So that’s all. I’ll hand back to Michael.

Michael 	Thank you, Peter. Just to finalise then on summary of outlook, as I said, this is a robust performance; definitely the environment is getting more challenging. I think everybody can see that. As I said, as of September, 90% of our full-year target is secured and on historical trend. That’s continued into October. It’s to 95% now. 
	
	Total orders up 8% versus last year. Now that is slightly lower than at the half year. It was up 10%. There’s always some volatility in orders because they’re a gross number. They can be for a year or three years or two years. So I never take them as absolute gospel, so I think it’s good that they’re growing but I think it reflects a slight slowdown in some markets. I’d highlight EMEA as I said probably more Northern Europe than Southern, and USA, North America where we have been seeing still quite a good pipeline and generation of interest. But it is taking a bit longer to convert clients just waiting I think maybe to see how things turn out before they commit. That said, October was a strong month in orders and quarter four is usually a strong month and November seems to be trading fairly well. So hard to see. 

	I think it’s one of the dilemmas at the moment trying to assess how the slowdown will affect us. That’s obviously we’re watching very closely. As I said before, we’re planning on a difficult environment. We’re focusing hard on our costs. We’ve already had a lot of cost initiatives in play. We’re accelerating those and bringing new ones in but mainly controlling our headcount to ensure that we don’t end up with a mismatch on the wrong side of demand going into 2023. 

	As I said, cost efficiency projects are being implemented. That’s one of the drivers of the transformation costs in the one-off line. We are taking some incremental action just to position ourselves and protect our margin which we’re doing on pricing which I already talked about at length. 

	We are however continuing to invest in product and gross platforms. Our technology transformation will continue. We’re certainly not planning to move back from that. But, there are two bits to our investment. There’s been the capex in technology and such like and there’s also been more one-off cash spend in transforming the business. Some of that technology is right-sizing of the workforce, etc. That is expected to reduce, that second bit, the one-off in 2023, as we move beyond the transformation phase, I would say, three years after the Bain acquisition.  

	As Peter said, just to finalise, our liquidity does remain strong. It’s obviously a big priority for us to make sure that it stays that way and that we do everything we can internally to prioritise our working capital and increase the facilities available to the Group. 

	So, I’ll stop there, and Judith, if you are still there, I’m going to hand it over to any Q&A. 

Coordinator 	Of course. [Operator instructions]. The first question is coming from Phyllis Walkovic [ph]. Please go ahead. 

Phyllis	Hello and thank you for taking my first question. I’ve got a couple of questions. Last time during H1 call, you were guiding about you said 300 million totalities from capex and one-offs, and you were hinting about 180 capex and 120 restructuring. Now, in the nine months, and I’m referring to your slide 17, we are already at 140 million restructuring and capex is well below. But can you please give us an update on these two numbers?

Michael 	Sure. Thanks for the question. I think that’s still about right. I think it may be slightly in the definition of what we’ve done on slide 18, actually. So I think capex still looks about right, maybe slightly less actually. One-offs, we included the Russia-Ukraine cash in there. That was, as you know, at 4 million. And there’s also some payments we make up I think it’s on tax distributions out to our shareholders which are technically part of our cash but it’s actually outside of the senior lender group, which is about 20 million. So there’s about 25 million that I wouldn’t actually consider when I talk about one-off costs are not actually one-off costs. So that’s probably more like 120. That’s still going to be more than you’re expecting. 

	I think we are likely to spend a bit more on one-off costs this year and that’s because we are as I said before accelerating some of our cost programs. Particularly, we’re making some changes in our senior leadership group which involves some severance costs, which could be another 20 million to 30 million potentially, depending on timing. It may be not all this year, actually. So that probably explains most of it. 

Phyllis	Okay, so for the full financial year, 180 as capex would be okay but restructuring is now more in the range of 150.

Michael 	Yes, I would say that’s probably prudent. It might be a bit less in terms of the timing, but yes.

Phyllis	Okay. You were earlier talking already about the inflation impact and renewal cycle. Did I understand correctly that the repricing schedule which you wanted to do you did it successfully?

Michael 	Well, it’s work in progress. Obviously not everyone renews at the same time, [indiscernible – 104:39] contracts, not all annuals, some are biannual, etc. But there’s definitely a cohort of work through the Insights business so we’re going through that now. We are probably about a third of the way through, I would say. I would say it’s fairly successful. I mean it varies with some clients. Each one is a big client so we have big conversations with them and the good work we do, etc. But I’d say we’re fairly happy with how it’s going. 

Phyllis	Okay. Last question from my side then I’ll hop back into the queue. You were presently saying that you guide to repay your RCF to the end of financial year ’22. I see now on your slide that you, or at least on the paper, repaid 7 million in Q3. What shall we expect there for Q4?

Michael 	I think it’s probably one of the assumptions we’ve changed. I think the circumstances have changed to be honest with you so I don’t necessarily think we will. We will if we can but I don’t think we will pay any of the RCF down before the end of the year, unless Peter disagrees. He’s not in the room with me I’m afraid. He’s recovering from COVID just to add to our challenge. 

	But, Peter, would you—

Peter	I think I would agree with that. We are busy working hard right up to yearend making sure we’ve got as much cash back as the centre as possible and there’s some initiatives going on to improve that position. But I think I’d agree with Michael and what he said. 

Phyllis	And what changed versus your previous assumption of repaying the RCF?  

Michael 	Actually the main one is we’ve probably got higher one-off costs than we expected. So not only expected, we planned them in but we’ve now got higher one-off costs because we’re taking a bit more action, so probably it just gives us less, slight less flexibility to pay it down. But we will if we can. We’d rather not pay the interest.

Phyllis	Okay. Very last question, hopefully. You were guiding of lower restructuring costs in ’23. Is there any sort of interval, any sort of range you can tell already?

Michael 	I would say that I would be aiming for more in the—it’s going to be a big range for you—50 million to 100 million range [background noise – 107:11] from this year to next. But there’s a couple of significant projects that are just continuing into next year around technology and the offshoring of our finance and HR and procurement capabilities which is the continuation of existing projects which will continue to next year. It depends how much we do of that next year.

Phyllis	Okay. Thank you. 

Michael 	You’re welcome. Thank you for the questions.

Coordinator 	The next one is from Alex Michelson. Please go ahead. 

Alex	Hi. Most of my questions seem to have been answered but I can surely come up with a few others. Just to start off, are you finding it at all difficult to retain staff today? I know we’ve seen some I guess other players within the Media space that retaining staff has been very difficult and they’ve seen significant inflation in staff costs on the back of that. So I just want to get your take on what is your plan to manage the staff costs. Is it to manage it in line with sales and how should we think about that going forward?

Michael 	Sure. Thanks for the question. I think it’s a mixed picture across the business in different divisions and it’s a different situation in each. I think some of it has improved significantly since maybe a couple of years ago before I joined. Certainly North America in the planned [ph] service space they suffered quite significant attrition about 18 months ago, I guess a year, two years ago in the Great Resignation and all that stuff. So they’re still sorting that out. Technology has been a difficult area to recruit in, generally, just getting skilled and in some way that’s almost been, from your point of view, it’s almost improved our position. We’ve not been able to spend the capex as quickly as we would have liked to have done because we haven’t been able to find the people to do the work. So it’s been a bit of a challenge.

	But I don’t actually think it’s a major issue we face now. You always want the best talent but I don’t feel that we’re facing a real problem around retention. But our retention has improved a lot for example. And I think as the world has changed, the market has changed and Kantar is a good organisation to work for. So I’m not picking up from the business this is a major problem right now. I’m obviously not complacent. And like I said, we’re trying to manage our workforce to more have slightly fewer staff so we can always staff up if we need to rather than have too many in anticipation of new coming in [ph]; we want to flip that model a bit. 

Alex	Okay. Thank you. I guess just one more in that case and then I’ll jump back in the queue. You mentioned that you are seeing some slowdowns in some regions. Could you maybe share and be a bit more specific what types of businesses are those? Are those the more cyclical type of businesses? What are you seeing in the pipeline for next year? Because I presume Q4 most of the revenue for the year is booked already. So maybe just a bit more interest in what the pipeline is looking like next year would be helpful.

Michael 	I’m not sure I’m going to be particularly insightful. It’s just a general thing and it’s not in every division. And I can’t even say it’s CG [ph] companies or technology companies. There’s just one or two specific examples. Like I said, it’s not as you can see from our revenue numbers and things like that to say we’re seeing in our revenue, and the trends where we’ve had issues on certain areas of the business they’ve been the same all year. It wouldn’t say they necessarily got worse.

	But just picking up in the Worldpanel business, to give you an example, in France and the UK, just we have had very good pipeline and generating lots of proposals and they’re just taking a month or two longer to convert into in this case ad hoc revenue. So in the Worldpanel business, about 20% of the revenues are ad hoc in terms of the long-term contracts. And they’ve just been a bit slower and seem to be a bit less year-on-year growth in the Media solution area in the US than the prior year and one or two anecdotal stories. But I wouldn’t say, and I hope I wouldn’t have to add lots of specifics because hopefully it’s going to not get any worse. 

	I’ve forgotten what the second question was. You had a follow-up, didn’t you? Alex, did you have a follow-up on that?

Alex	No, not really. Just if you can share some of the—being more specific on where you’re seeing slowdowns, just to get a bit more colour, really. 

Michael 	It was the order book for next year. That’s what it was. 

Alex	Yes, exactly.

Michael 	That seems to be broadly in line. We are looking at that obviously of what’s booked in for Q	1, Q2 next year. And again, we tend to look at it as a percentage of—at a high level, we look at it as a percentage of target and booked and the same time this time last year how does it look. It’s broadly in line with where we were this time last year. But it is early days. I mean, it’s still quite a bit that needs to be booked in but we’re not seeing any obvious big shortfalls at the moment. It’s a big thing. It’s a big question, isn’t it, of what the situation is going to be like next year, how is it going to affect our revenue growth.

Alex	Okay. Thank you. 

Michael 	Thank you. 

Coordinator 	The next one is from Avil Ramating [ph]. Please go ahead. 

Avil 	Thank you very much for taking my questions. A few from me. I just wanted to follow up on the question around bookings for next year. Can you disclose what is the percentage of revenue that is booked for 2023 at this time of the year? And how does that compare to where you guys are at, at the moment?

Michael 	I’ll just get that. Can you ask me your next question while I find the answer to that one?

Avil	Yes, absolutely. The next question I had was on staff costs. Obviously there’s been an amount of adjustment over the past few quarters on staff costs so it’s hard to derive what the normalised annual or quarterly staff costs should be excluding exceptionals. I was wondering if you could give us a sense of what that is expected to be and also how is that split between variable and fixed costs as in a base salary versus commission or however you guys think about it.

Michael 	Okay. Thanks. I was just completely answering your first question to listen probably to your second one. The first question, it’s as I said relatively early days for next year but typically around 10% of next year’s revenues are currently secured. That was at the end of September, early October. That will increase quite a bit in the next two months as we renew the annual trackers and things like that.

	Run rate for staff costs, I’m not sure. You think they’ve moved around a lot, do you? I’m not seeing them as being particularly variable to be honest with you. So, you might need to ask the question again. In terms of the amounts, it’s mostly fixed. We have sales commissions and stuff but in the context for year-to-date at 1.5 billion of staff costs, it’s a small number that’s going to be commissions. 
	
	What was the question? You think they’ve jump around a bit? 

Avil	Yes, I was just wondering what would you expect the normalised annual for example staff costs should be for the full year ’23.

Michael 	Well I don’t have a number for you but I mean if I look at the nine months and annualise that and make an assumption around wage inflation, that’s obviously before we take any other action around staff changes and there’s some perimeter changes, too, so there’s some ups and downs there because you’ve got some things that we bought, obviously [indiscernible – 116:05] that we sold. So it probably nets out to a similar number.

Avil	Okay. It makes sense. And that’s on how many employees? 

Michael 	It’s around 26,000.

Avil	Perfect. 

Michael 	Yes, 20,300 at the end of September.

Avil	That’s helpful. Thank you. And then the next question I had was on working capital. Obviously working capital has been the drag on cash over the last few quarters. I have here 135 million over the last few quarters. How much of that would you expect to reverse over the coming quarters? I mean, what sort of timing?

Michael 	Peter, do you want to talk about [overlapping voices – 117:09]?

Peter	Yes. I’m not sure where the 135 million comes. Certainly if we look at the waterfall [ph] slide 17, you can see there are two main components. There’s the trade and then other and year-to-date. Over the last few quarters that adds up to around 81 million outflow. So if I break it down, the 24 in trade is about where we expect it to be at this stage. There’s an element of some accounting for the disposals and outflow recognised in that number. So we recognise most of our disposal through the M&A line but in terms of when we sell a business and we have to take it out of the balance sheet there’s some accounting adjustments to go through the trade and other, so about 10 million and so forth. 

	Then on trade, as well as some [indiscernible – 118:13] we’ve got a little bit of timing on [indiscernible] as well but again [indiscernible] we expect. So I think in terms of the trade working capital and the 24 year-to-date, you see that we’d expect not all of it but a significant portion of that to unwind by the yearend as we get bills paid in terms of accrued revenue we see it come down. We’ve also got a big push on collection overdue debts as well so we’d expect that to not completely come down but to significantly unwind.

	In terms of the other working capital, again, there’s an element of the balance sheet adjustment for disposals but also there’s some significant prepayments around technology spend and [indiscernible – 119:02], etc., VAT. Again we’re expecting a relatively significant portion of that to unwind by the end of the year. 

	So I think we are working especially on a trade on our trade receivables, payables, etc. We’ve got some very tight controls and we continue to focus on the factory [ph] program. We are looking at some new countries as well to roll that out to, and indications are we’re already in progress that we might get another $15 million benefit from those.

Avil	That’s very helpful. Thank you. What 135 [ph] million of outflow year-to-date come from the report, financial report?

Peter	So the difference there is that’s the whole Group from Kantar Global holdings downwards. This report is just for the senior lender group so there are some items that go through between the top and borrowing entities in the senior lender group and then the various holdco’s above that. So there are some adjustments relating to for example [indiscernible – 120:16], which you’ll see goes through the 134, also the employee incentive of 95 [ph] is in there as well in the 134. 

Avil	Okay. That’s very clear. Thank you for that. A couple more for my side if I may. Looking at the financial reports for this year, if I look at page 9, I see there has been a change in the acquisition and disposal rate year-to-date compared to the six months of the June report. It’s actually come down from 47.2 million down to 26.6 million. But I wasn’t sure why that may be the case. Maybe it had been slotted into another line item or category but I was wondering if you would clarify that.

Michael 	Yes, the reason for that is that when—so I think it might say that in the little type under note one on page 9. It’s when we actually finally dispose of the asset, the disposal costs can be classified from the acquisition disposal line into the gain on disposal. So the 39.6 gain on disposals that’s in there is net of a number of transaction costs. For example, $60 million relating to the Public transaction moved out of the acquisition disposal line into the gain on disposal, and the same with the company called XTEL, which is another 4 million. That’s the simple answer to that one.

Avil	Okay. That’s actually helpful.

Michael	That’s actually gone down and we expect them [audio muffled – 122:24].

Avil	And just one final quick one from me. Are there any additional earn-outs expected to be paid or received over the coming quarters, and if so, how much?

Michael 	We have some deferred considerations I think within the balance sheet. Was that disclosed within the balance sheet? I’m just trying to find the page. Let me find that for you. 

	There’s a company called TechEdge which we acquired 40% of. Here we go. So we have—well, it’s all in the balance sheet. So we have $123 million forms [ph] of deferred considerations which is over the next two years which relates to—well, one transaction is TechEdge, which is a business in the Media division that we acquired the majority holding of last year. And the other one is actually relating to the original Bain acquisition which is contingent payments depending on where we get to on certain [indiscernible – 123:44]. Those will fold here [ph] mainly in 2023. 

Avil	Perfect. That was very helpful so thank you very much.

Michael	You’re very welcome. Thank you. We’ve probably got time for maybe a couple more, Judith, if you don’t mind.

Coordinator	The next one is from Desmond English [ph]. Please go ahead. 

Johnny	Hi. Can you hear me?

Michael 	We can now. 

Johnny	It’s confusing. This isn’t Des. This is Johnny Berman [ph]. Just on cash, please can you remind me what the difference is between the 272 million and the leverage calculation, the 534 on the balance sheet, and then the 326 in the cash flow?

Peter	So the 326, is that in the financial statement?

Johnny	Yes.

Peter	Yes, so the 272 is cash in the senior lender group. As Michael said, there’s a bit of write down on agency [ph] Russia, also the [indiscernible – 125:07] investment is now an unrestricted subsidiary so we exclude that. It’s still within Kantar. But to get to 272 to 326, that relates to two main balances. One is financial consensus plan [indiscernible] investments sitting above the senior lender group but within the Group as a whole. And then the other element is cash that goes from senior lender group up to above the senior lender group relating to cash distributions to satisfy the tax liabilities of predominantly Bain and WPP relating to the US side of the group. And they sit there until they’ve used that cash to satisfy those tax liabilities. So that’s all standard stuff and it’s around about 50-odd million.

Michael 	Peter, on page 11 of the press release, it says outside the senior lender is 54.7. I think that’s the number you’re talking about.

Peter	Yes.

Michael 	If you add that to 272, you get 326. 

Peter	Yes. That’s exactly right. And then the cash on the balance sheet would be grossed up for notional call [ph] balances. So, it’s across the Group but predominantly within UK, Europe right across the Group we have notional cash calls. So obviously they’re longing [ph] cash balances in one account, short in the other, net approximately zero across the pool [ph]. So for example we’ve got a large notional call with HSBC and we try and keep those gross balances down as low as possible but this is just an accounting adjustment to gross them up. They were much higher a year or two ago but we’ve put in place actions to keep them down and we’ll certainly try and reduce them further by yearend. So that’s just an accounting gross up. We haven’t got lots of other overdrafts where we’re drawed on them if that makes sense. They’re just notional cash calls.

Johnny	Thank you. 

Michael 	Judith, maybe one more if there is one more.

Coordinator 	The next one is from Rumia Chaley [ph]. Please go ahead. 

Rumia	Hi, good afternoon. Thank you for taking my question. Are you able to guide whether the cash flow generation will be positive in the fourth quarter?

Michael 	I do not think it will be at an overall level. We’ve got an interest payment I think for a start and I think we’ll have some restructuring costs as I said as we close out some of our cash plans. I haven’t actually—and I’m pretty, pretty sure they won’t be positive. 

Rumia	Okay. And then on capex, it has increased materially recently. Do you believe it will remain at a similar level over the medium term or it was more of a temporary increase?

Michael 	I think we’ll be looking over the medium term to invest about 4% to 5% of revenue in capex. That’ll be what I think will be the right level for this business. So to answer your question, it’ll probably be about that kind of level. 

Rumia	Understood. And one last question from me, do you have any hedging in place on your variable interest rate?

Michael 	We do. And Peter can explain that better than me.

Peter	Yes, we do. We’ve got on our [indiscernible – 128:51] we’ve got an interest rate swap out to the middle of next year and then it’s followed by caps to June ’25 and all our euro debt is all capped in terms of the hedges. So net of the hedges, and all the fixed rate debt we’ve got, at a senior debt level, excluding any debt above the senior lender group, which is all PIK, so in terms of cash pay debt, we’re around 78% [indiscernible] capped, well actually it’s fixed now because we’re through the caps. 

	And so in terms of sensitivity, around about 100 basis point increase in rates across the curve would increase our annual interest charge by around 11 million. But at the moment, we’re also benefiting from the stronger dollar in terms of the euro debt payments, debt servicing payments.

Rumia	Okay. That’s clear. Thank you. 

Michael 	Great. Thank you. Judith, is there anymore? We could probably do one more. I don’t want to leave anyone unanswered.

Coordinator 	Yes. The next one is from Harry Strong [ph]. Please go ahead. 

Harry	Hi, thank you for taking my questions. Just on the 127 million of run rate savings and synergies, is it possible to break down what’s from the initiatives and what are the synergies from the M&A and maybe just commenting on the timing of when that realisation would be?

Michael 	Sure. The synergies are approximately 30 million and the combination is as I said the Qmee transaction—predominantly the Qmee transaction and the Numerator transaction. And it’s over the next 18 months. The Qmee ones are actively being implemented now. The Numerator ones on the Intelligence side which is about 25% of the business, those are being implemented now. The panel side of Numerator is run more standalone. Part of the reason of that is there’s not an [ph] arrangement in place and it’s important to keep the integrity of that unit but also it’s something we’re—it’s in contemplation, but will happen, but isn’t being currently implemented.

Harry	On the remaining 90 from initiatives, is that from prior initiatives just ongoing or do you expect further synergies? Or is it all related to the acquisition again?

Michael 	It’s mainly existing initiatives that we’ve been doing for some time. So there’s property rationalisation going on. We’ve got hundreds of property all over the place and we’re busy exiting them and saving lease costs, which obviously saves lots of money but also properties running across, that’s a big one. There’s a big operations work stream there. There’s a big IT work stream going on. There’s then the offshoring to India and to Portugal, the HR procurements, and finance functions. There’s a whole lot of procurement initiatives and there’s the management rationalisation, if I can call it, which is the more recent one, which we’ve been doing in the last—which we’re currently in the process of doing. So it’s all of those. The most recent one is probably the more senior management action but these projects have been ongoing for some time. 

Harry	Okay. This ties into my next question on the restructuring costs which you mentioned next year you expect to still see some in there. It just seems to be a little bit more expensive and taking longer than investors expected. I just wanted to maybe try to get a sense of what’s driving that. Is it just more complex than you guys originally planned at LBO or are you finding more excess in there? Just trying to get a sense of what’s driving the increased costs and timeline. I think it’s roughly almost 600 million has been spent since LBO on these restructuring costs. 

Michael 	I don’t know what was planned before. Obviously I can take a pass on that one. But in terms of what we’re doing now, I think it is complicated. I mean, it’s a complicated business that was carved out of WPP and we’re having to stand up whole new functions that didn’t exist, technology being the obvious one and creating independent. That’s not to be underestimated. 

	Selling the businesses has been difficult in terms of logistically the Public division, the Health division. Someone commented on the last call, the sales costs look quite high. The disposal costs look quite high but that’s because you have to create these businesses as standalone entities which they currently weren’t. They’re very much mixed up in the core business so all of this is all good things to do because we’re simplifying it all and taking much more focus on the business and technology-enabled business. So probably may it cost more than someone once said but I wouldn’t say it’s—I think we’re making good progress and I think we probably have identified more savings along the way and more action to take. I don’t really have much more to say than that really.

Harry	Great. Thank you. 

Michael 	Great. I think if you don’t mind we should probably draw it to a close, given it’s 3 p.m. here at least. Judith, thanks very much for moderating all this. Thank you everyone for dialling in and I hope you have a good day. Thank you. 

Coordinator 	Thank you. Everyone that concludes your call for today. You may now disconnect. Thank you for joining and enjoy the rest of your day. 

	[END OF CALL]
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