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Attendance List:	Peter Russell
	Ian Griffiths

Title of Meeting:	Kantar Q3 2021 Lender Call

Hosted By:	Peter Russell

Coordinator  	Good day, everyone, and welcome to the Kantar Q3 2021 Lender Call. My name is Deborah and I’m your event manager. During the presentation, your lines remain on listen only. [Operator instructions]. I will advise you all that the conference is being recorded for replay purposes. 

	And now, I will hand on to Ian Griffiths, Deputy CEO and Group Chief Financial Officer. Ian, thank you. Please go ahead.

Ian	Thanks, Deborah. Good day, everyone. As you just heard, this is Kantar’s Q3 trading update. On the call, you’ve got myself, as Deborah just said, Deputy CEO and CFO of Kantar, and Peter Russell, who’s our Group Treasurer. We’ll try and get through the usual update deck quite quickly, hopefully leaving plenty of time for questions. 

	If we just click on, we’ve got the usual disclaimer, which I’m not going to try and go through.

	If we go to slide 5, we’ll get into the meat of the presentation. So by way of introduction, and to help frame our performance and the year-to-date, this is our summary against what we call our three strategic pillars. Now these pillars may actually change as our priorities change. But there’s no doubt that winning with our clients, speed and simplicity, and investing for the future have served us really well over the past 18 months or so. 

	We continue to deliver great work for our clients, as evidenced by fantastic customer satisfaction scores. We’re doing this more efficiently with less heads, more use of technology, all of which creates higher margin, and ensures we deliver better cash flows. And it’s these cash flows that have been invested back into our business, whether that’s in M&A, in technology, new people, or new products. And all of that creates a better business, and a business that’s able to grow and attract great talent. 

	So putting a little bit of colour on this, starting with winning with our clients, we’ve 11% revenue growth this year. That’s growth right across the business. But in particular, we’re seeing growth in the areas where we’ve been investing, what we call the growth platforms, around our brand offer, around Kantar Marketplace, and around our Analytics practice. 

	Now these three areas alone are up over 60% in total. Marketplace, as a product, is now nearly three times the size it was 12 months ago. And to these three areas, we can also add the investment we’ve made in Worldpanel and in our Media Audience Measurement business. So we’re not only delivering revenue growth now, but importantly, we’re building momentum across the portfolio as we look ahead into 2022 and beyond. 

	One other thing I’d just like to draw out, we’ve also established a really fast-growing sustainability practice, led by a team of experts, who are now advising over 250 clients around their ESG strategies. So when we look at our revenues this year, we’re pretty much done. We’ve got 95% of our target revenue secured at the end of October and I’m sure we’ll be close to reaching our targets when we close our November book, which we’re in the process of doing now. And as we look at the order book into 2022, it’s indicating that we’re going to start the year, again, with positive momentum. 

	Our gross revenues remain down versus 2019, but after direct costs, our gross margin in dollar terms is actually flattened back to 2019 levels, which just shows how we’ve reshaped the portfolio. So we’re getting the same margin on less revenues and I think that’s just a reflection that we now have a much better product mix, and we’re pricing more commercially. 

	And finally, in this area, I’m going to give more details when we come back and do a full year, we’ve once again received very high scores, at least as good as last year on our customer satisfaction survey, which again, is very encouraging as we look ahead into 2022 and beyond.

	On speed and simplicity, the two areas of focus have been creating a more efficient business and driving our working capital. Our efficiency is clear with over $150 million of savings reflected in our P&L. And you can see in our headcount, we’ve got nearly 4,000 less heads for the same business. And all of that is coming through in our margin which are close to 17%; it’s the highest that Kantar has delivered historically.

	On the balance sheet, we’ve got healthy liquidity at over $930 million. And we’re very encouraged by our working capital improvement, which is nearly $440 million better than where we were just over two years ago. And Peter’s going to take you through the details of that in a minute. 

	And finally, on investing for the future, we continue to attract amazing talent, not least Chris Jansen our new CEO, who started just last month. And we’ve made real significant progress in reshaping the portfolio, strengthening our shopper panel business with the Numerator acquisition, but also exiting our health and Reputation Intelligence businesses, creating a much more focused business and a much stronger leadership team. 

	Move on to the next slide, these are the headlines. You see the business is really responding well to the changes we’ve been making. I’m going to go through the details in a minute, but the headlines on a pro forma basis, so this is a like-for-like comparable basis. We’ve got 11% year-to-date revenue growth, with all businesses growing double-digit except Media, which we wouldn’t expect to see that level of growth because the biggest part of our Media business is our Audience Measurement business, which is underpinned by long-term contracts, and that business is in very good shape. 

	Of course, margin is up more than our revenue. So gross margins are above 13%. And as I said, this growth is being driven by our higher margin, more technology-led products as part of the business, in particular in Insights, and around the strong growth we’re seeing from Worldpanel, Numerator and Profiles. And because we’ve done a really good job on costs, there’s a really strong flow through from the top-line growth, all the way down to EBITDA and cash flow. So we’ve got $261 million of revenue growth, which leads to $208 million of margin improvement, and $153 million, or 52%, increase in EBITDA. And as I said, EBITDA margin just under 17% is the record level for Kantar. 

	Our working capital continuously managed tightening, and CapEx is up $6 million. But within this, the mix is very different. Less is being invested in property, which is in part because we’ve massively simplified our estate, and more of our investments going into technology and products to drive our future growth, and investing in our core business systems to improve how we work our core business processes, which will underpin making the business simpler in the future and better to deal with for all of our key stakeholders, including our customers and suppliers. 

	If we move on, here’s the P&L that pulls it all together, and it clearly shows the strong flow through from the 11% revenue growth to the 52% EBITDA growth on the margin improvement. Within the staff costs, there are $150 million of savings from our headcount reductions but these are being offset by the unwind of around $100 million of temporary benefits we had last year from the various actions we took around COVID plus the higher bonuses that we’re likely to pay this year because we’ve had such a strong year. 

	Comparing to 2020 is always going to be a bit challenging, a bit difficult, because it’s such an unusual year. If we look at 2019, which is on the next slide, I think this shows how the business has really changed and recovered. Firstly, whilst revenues are down still against ’19, at a gross margin level, we’re back at ‘19 levels, which is a 3% gross margin percent improvement. And this has come from, as I’ve touched on, a change in mix, which is what we deliver and how we deliver it, it’s coming from better pricing, and it’s coming from the growth in the more tech-enabled parts of the business like Marketplace, Analytics and Worldpanel. 

	And then you can see that the savings we’ve made over the past few years, you can see the same as in headcount, despite the higher bonuses and the savings in the G&A costs. Some of those savings could well be temporary, as we’re still getting benefits from lower travel and office costs. But we have made structural changes to our real estate and simplified things so I think a large part of these savings will be sustainable, and the underlying margins will continue to improve. 

	And if we move on, you can see that all of that is summarised on this chart, which just I think shows how strong and resilient our EBITDA and therefore our operating cash generation has been through these unprecedented times. We believe after all this change we have a much stronger business, with the highest sustainable margin and rebased levels of profitability at levels, as I said, that Kantar has not previously delivered. 

	The next few slides are focused on our revenue performance. So starting with this slide, which is an overview by division year-to-date showing how our 11% growth has been delivered, with pretty much every division, as I said, delivering double-digit growth. We wouldn’t and didn’t expect Media to deliver like the other divisions given that the core Audience Measurement business is based off those longer-term contracts, but all of our other businesses have generally surprised us on the upside with the positive performances that we’re seeing delivered this year. 

	So we’re now going to go through each one in a bit more detail, starting with Insights, which is our biggest business. As this chart shows, we’ve had a strong return to growth across Q2 and Q3. The comparatives help but it’s also reassuring when we look at where the growth is coming from because over $100 million of this growth is coming from Marketplace, Brand Advisory, and our Analytics office, which is where we’ve been investing to build more choice and more automated solutions for our clients. Marketplace, in particular, has real momentum for new product and advertising testing for our clients, work that clients expect and require a quick turnaround. 

	It should also be noted that this growth is net of work we’ve actually churned through or out of the portfolio. This has impacted our customer experience solution and what was I’ll guess lovingly called our other category. This was work that was historically very low margin and very ad hoc, and we’ve either re-priced it, re-scoped it, redesigned it, or in some cases walked away from it. There’s around $25 million to $30 million of work that we had in 2020 that by taking this more focused commercial approach, we don’t have in the portfolio today, but we do as a result of walking away from that work have a better margin mix, and a much more sustainable growth profile.

	If we move on, this chart shows the Insights revenue performance by region, which is how we run the business. Americas has shown good growth this year, in particular with our LatAm business being particularly strong, and the US team really delivering around the brand areas, our Media business, Media effectiveness, and in Analytics. They had a really strong Q3 and also have a portfolio that’s really well-positioned for growth. 

	APAC was most impacted by COVID last year, not least, as some of our field work was still being done in face-to-face environments. But now that most markets have largely come back to operating as usual, the recovery has been strong, much stronger than we expected. And by being able to offer less people-intensive solutions to our clients, we’ve improved our product mix and our margins and have worked with our clients over the past 18 months or so to look at new ways of collecting their data so a less reliance on that face-to-face data collection methodology.

	EMEA has had a really strong year, even though most of our customer experience work is in this region. We’ve had strong growth in the UK all year and we’re now starting to see real good growth coming through France and Italy, especially on Marketplace as we roll this out across all the regions. And in particular, that Marketplace growth is driving our work in innovation, which is really around new product testing, and around our creative solutions which is around advertising. 

	And finally, our China business, which is essentially driven by our Brand Advisory business, where we’re supporting both western multinationals and importantly local giants in that market. And in particular for the local giants, we play a key role in helping them grow and think about their international expansion. 

	And I mentioned earlier, our strong customer satisfaction scores. When we look at our top ten clients across our Insights business, we’ve got a real broad mix of technology companies, electronics, food, drink, tobacco, and within those top accounts, many of them are now working across multiple accounts or divisions. And these top accounts are actually growing faster than our 11% average. 

	If we move on, we’ll have a quick look at our Media business. You can see we did have a slightly sluggish start to the year. This is not the Audience Measurement business because as you’d expect with those contracts, that business has been very resilient. And that business has been what’s driven the growth that we see coming back in Q2, because that’s when our price increases largely kick in. 

	The outlook for our Audience business is increasingly positive, with the recent cross-media win in Holland, and key renewals in Turkey, Chile, and in particular, the UK. And all of those deals are now signed up. It was particularly pleasing to win the Netherlands contract as this was a cross-platform, cross-device contract and we won because of our technology and our team in a very competitive process. And it’s increasingly clear that those two factors, the technology and team, are what’s driving the success the business is having getting all the key contracts signed up and renewed. 

	And not surprisingly, because our technology works, and we are the trusted, independent measure in these markets, we’re having and increasingly starting to have conversations with ad agencies, technology platforms, and the publishers who are in some cases left out of the measured currency. So we’ll see how this market continues to evolve. But opportunities like Project Origin, which is sponsored by ISBAR, which is the Society of British Advertisers, are really interesting opportunities for us, as the market loves to create a common approach to cross-media measurement. And it’s clear that one of the advantages we have as well as being trusted is it seems our technology is in a really good place.

	Moving on to Worldpanel, and I think this is a great chart, it’s a chart that we’re incredibly proud of because we’re growing all the way through 2020. We’re building on that in 2021 with consistent double-digit growth from Worldpanel right across the year. The growth is coming from all the markets in which we operate. And it’s a demonstration that our clients really need our data, whether it’s a shared data, whether it’s trend analysis, or whether it’s understanding the shopper behaviour. As we collect, collate and analyse this data across all shopping channels, we are the only place where they can get real insights of what’s going on and how behaviour is changing. 

	And it’s also why Numerator was such an exciting opportunity for us, not only for the growth that they will deliver organically in the North American market, but the fact that Kantar in the round can now offer a global view of what’s going on with brands and consumers. You saw earlier that Numerator has grown 19% in Q3. And within this, their panel business is growing at over 30%. If you remember from previous presentations we’ve done it’s that panel business, which is a really exciting bit in combination with our Worldpanel business. 

	Moving on. Our other three divisions have also had a strong 2021. Profiles, which is our panel supply business, has Insights as its biggest customer, but is really focused on growing external revenues. And in the year-to-date, external revenues are up 17% and the team have added over 200 new logos. 

	Consulting has seen a strong year for our syndicated office and good growth from Excel, our SaaS-based trade optimisation product. 

	And as we’ve discussed before, our Public business has had an exceptional year with the work being done to support the UK government’s COVID data, really helping. But outside of this the team have had some really good wins and renewals right across the business. So our order book for our Public business is in really healthy shape. 

	And finally on the next slide, just looking at everything pulled together geographically, you can see a consistent growth story for every region. Europe has been slightly slower as this is where our customer experience work is primarily based. The US, we had a slower start in some of our Media businesses. But outside of this, this has been a year where so far most of the markets have delivered double-digit revenue growth. The UK has been strong across Media, Public, Worldpanel and Insights. India and China have seen good growth and LatAm, Middle East and Africa have all recovered really well. So trading-wise, we think this has been a really strong nine months. 

	I’m now going to hand you over to Peter to take you through the balance sheet and working capital. Peter. 

Peter	Thank you, Ian. I’m now on slide 18. I’m pleased to report we are maintaining the significant gains we made in working capital management since the original acquisitions in December ‘19. At September ‘21, we are $66 million ahead of September 20, and $439 million ahead of the position at September ‘19. The improvement compared to ‘19 is driven by over $130 million of factory receivables, and approximately $300 million is due to process improvements in both receivables and payables functions. And, $66 million improvement compared to last year September ‘20 is mostly driven by a $40 million upside for Numerator. But also despite increased revenue volumes in the rest of Kantar, we’ve seen further underlying improvements in working capital year-on-year. As I’ve stressed on previous calls, the factoring and working capital process improvements are very much embedded now in our cash management processes.

	Moving on to CapEx. As Ian has already mentioned, our expenditure has increased by $6 million and $11 million, respectively compared to 2020 and ‘19. The increase is driven by investments in our growth platforms including holistic brand guidance and Marketplace in our Insights division and our big data service Worldpanel Plus, within our Worldpanel division, offset by decreasing the purchase of property, plant and equipment as we scale by expanding these areas due to continued remote working.

	And now moving on to EBITDA and leverage. Our pro forma adjusted EBITDA of $815 million at the 30th September includes $143 million of incremental run rate savings that we expect to materialise over the next 18 months. That excludes the Health division now, but now includes a full 12 months of Numerator EBITDA. The Numerator adjustment also includes $23 million for the annualised recurring revenue and billings in advance that we discussed in our loan syndication materials. 

	Moving on to leverage, our pro forma senior secured net debt as a multiple of pro forma adjusted EBITDA was 3.8 times at September, in line with the financing material, as I just mentioned, presented for the Numerator acquisition, and in line with our current reporting.

	Turning to our cash, the balance sheet September of $465 million within the senior lender group reflected—sorry. We have a balance of $465 million within the senior lender group. The revolver remains undrawn, I’m pleased to say, and total liquidity at the end of September was approximately $930 million, including undrawn committed facilities. 

	Now moving on to our liquidity and cash flow on slide 20. Starting on the left, we’ve benefited from $456 million of EBITDA, that’s an actual FX rate, offset by small net working capital outflow year-to-date of $4 million. We’re still forecasting that working capital will be net flat for the full year ‘21. The $456 million of EBITDA enabled us to fund our debt servicing, tax and CapEx payments. Our cash on balance sheet along with additional financing for the Numerator acquisition allowed us to fund that M&A along with our restructuring costs that are driving significant improvements in our ongoing cost base that Ian has already discussed. And as I said before, this leads us to our nearly $930 million of liquidity at the end of September.

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

Ian	Thanks, Peter. So just briefly, as we close out the year, most of the trends we’ve discussed on previous calls are continuing. Our shopper panel businesses in Worldpanel and Numerator, we expect to continue to grow strongly. Our Audience Measurement business will remain robust and Insights will continue to grow, possibly at a slightly lower rate, probably low to mid-single-digits. This is in part due to separate comparatives but also we’ve seen a bit of a slowdown in our creative and innovation work. So this is advertising testing, and new product testing, which is work we do for clients which needs a quick turnaround. It may suggest a little bit of corporate caution as they close out the year and plan ’22 but against their own internal plans.

	As we discussed, we had over 90% of revenue secured at the end of September’ we had 95% at the end of October. I suspect we’ll be close to 100% when we get the end of November. All of these numbers are slightly ahead of historical trends so we look well on track to close out the year very much as we expect. 

	We also fully expect to deliver the cost savings we’ve spoken about before. We targeted $235 million of P&L savings to be delivered by the end of 2021 and we are firmly on track to do exactly that. We’ve already delivered $180 million to the end of September, that’s $30 million from the previous year, and the $150 million that we’re benefiting from this year. And as Peter talked through, we still have further savings to deliver with line of sight across a further $143 million over the next 18 months, which we’ll see us deliver a run rate saving $320 million, or closer to $350 million if we include the Numerator synergies in that number. Our healthy liquidity position and the continued focus on working capital means we’re able to keep investing in the business through our CapEx and our one-off project stand, all of which will make Kantar a stronger and a better business. 

	That’s all from the formal presentation. I’ll now hand back to Deborah and we’ve got plenty of time for some questions. So Deborah, back to you.

Coordinator	Excellent. Thank you, Ian. [Operator instructions]. Thanks, everyone. We do straightway have Laura Hosey from MFS. Thank you, Laura.

Laura	Hi, thank you for taking my questions. A few of my end. First of all, can you maybe give an update on the restructuring associated cash costs that you’ve incurred so far, and what you expect to incur for the last quarter of the year, and also, whether that was the main driver of the negative cash from operations and obviously free cash generation, which was significantly negative in the third quarter [indiscernible - 26:49] of backing that out from the nine month figures that you provided? 

	And maybe if you can give any guidance on full year CapEx and where you see Q4 shake out? 

	And then my last question was just in terms of operating performance of the existing, let’s say, the core business ex-Numerator versus 2019. If you could give like maybe some idea of whether we’ll back at those levels, still below those levels, or actually doing better than that. Thank you. 

Ian	I think I’ve got most of those. On the restructuring costs for the year, the P&L costs, we expect to be around $185 million. There’s always some timing differences between what came through from last year’s one-off costs, and what we’ll end up not paying this year. But our guidance for the year $185 million of which roughly a third is severance and a third is one-off for project spend, we’re not changing at all. Which means, the bulk of it was done at the end of September.

	I think you had a question about did that impact to Q3 cash flows. Peter, I don’t know if you’ve got that detail or else we come back on that. 

Peter	We will have to come back on the actual quarter analysis.

Ian	As far as CapEx is concerned, we’ve been targeting around $100 million all year. I suspect we’re going to be a little bit light on that. Given where we are in the year, we may, in terms of cash impact of that, I’m very confident we’ll spend less than that this year, though, we might have some accruals drop into next year. But cash-wise, it’ll be below $100 million. 

	And then I think your final question about 2019, excluding Numerator, I don’t really think the picture changes massively that much with Numerator in it. We did have a slide with the P&L on it, I can’t remember which slide it was, which compared to current year versus going back to 2019. It was slide 8. So yes, our total revenues are down slightly, a mix of things in there, which I’ll come back to. Our gross margin level, that’s after the cost of delivery, we are back in line with ‘19 levels and of course profit-wise, we’re running significantly ahead. Our profit is 33% ahead versus 2019 and our margin is four points up. So, that’s an organic basis, which I think is a good comparable way of looking at it. 
	
	The revenue mix in some areas spend has not come back as strongly as others. But if you look at our Audience Measurement business that’s grown consistently from 2019 onwards. Worldpanel has grown every quarter all the way through. Profiles is pretty flat against 2019. EMEA is down, as we touched on through the presentation. A big part of that is two things. Firstly, we have lost or walked away from some low margin non-recurring work, particularly in customer experience, and stopped doing low margin ad hoc work, which was in our other category, in EMEA. But the core EMEA business is now much more focused operating at a much higher margin so we’re very pleased with how that business has been reshaped, and in particular, how it’s performed across 2021. 

	APAC has been very strong. And I think that’s also in good shape. It has a slightly different product mix in APAC; it’s not as exposed to some of the Media and creative solutions that we have, in particular, in America and Europe. But, we do a lot of work there, in particular through India, which has come back very nicely. 

	America has been very resilient, slightly down against ‘19, a couple of percent down against ’19, but our brand business has been very healthy there. And Media and Analytics have grown very strongly from 2019. 

	And China has been a source of continued growth so it’s mixed. But I think the key takeaway across the portfolio is we used the last 18 months or so to reshape the portfolio, and have a much more focused, much more commercial offer, much more client-driven offer than we started two years ago.

	Hopefully that helps. 

Laura	Very helpful. Thanks so much. Can I just do a follow-up on the page 8, or the slide 8 that you mentioned because you mentioned this is organic growth? So what we’re comparing here, 2021 versus 2019, because obviously 2021 has been affected by the stale of Health and the inclusion of Numerator from whenever the transaction completed—

Ian	Health is taken out.

Laura	Out of 2019 as well, you mean? 

Ian	In the organic numbers the Health number is taken out and Numerator is taken out. 

Laura	Okay. Understood. Very clear. Thank you.

Coordinator 	Excellent. Thank you. So the next one now is Mary Pollock from CreditSights. Thank you, Mary.

Mary	Hi, thanks for taking the call, or taking questions. My first one was on the $150 million vendor loan notes, which I think were part of the Numerator acquisition financing, although I don’t remember them previously being mentioned. Can you walk through what those are and why they’ve been put in place? 

	The sales reputational business is the second one. Can you give some context for size and any indication for use of proceeds? 

	And then the last question more big picture, when you think about your cost base and central inflationary pressures, is there anywhere you’re nervous? I know you guys have obviously been decreasing headcount, but also you will want to retain talent as well. So if you’ve had any [indiscernible - 33:42] on churn for people you haven’t wanted to lose, and also how you’re thinking about salary inflation for 2022. Thanks. 

Peter	Ian, shall I just go over the vendor loan note? 

Ian	Okay.

Peter	For the loan notes, the $150 million, yes, it’s put in place at the time of the Numerator acquisition. That was just all part of financing package; it sits above the lender group so that’s why it wasn’t really a focus at the time in terms of syndication. 

	And yes for that, it one accrues as a PIK [ph] note, so there’s no cash interest for us to pay on that one. So that was raised at the time between ourselves, Bain, and [indiscernible - 34:30].

Ian	The Reputation Intelligence business is a good business. It has a significant headcount attached to it, because it’s actually quite a manual business. But in terms of financial impact, it does not have a material impact on any of the numbers and the proceeds are not material either. It’s just a further step in us simplifying the portfolio and having a much clearer portfolio of businesses going forward. So it’s not going to have a material impact on any of the numbers when that closes, other than probably the headcount number. 

	Inflation is an interesting one because some bits of our business, especially our teams down in LatAm, have been living with inflation forever and there’s a lot we can learn from that. Hopefully, we don’t see inflation like some of the markets down there. But actually getting some of our other markets much more focused on an inflation price conversation with our clients has been work that we’ve been pushing for the last three, four months, not least of which, as we enter renewal season, which has gone very well for us over the last few weeks, and positive momentum on that into the new year, which is really encouraging. That’s mainly around our brand business and Insights, and Worldpanel, Numerator. Q1 is a big time for key renewals there, which is good conversations that are happening now. 

	Wage inflation, we’ll look at market by market. And actually you raised the issue of churn, which this year has run ahead of normal historical trends. It’s around 20% churn that we’ve been running at this year compared to around 15% normally. So it has been higher; it has been a feature we’ve been dealing with all year. But that churn has not all been around salary. I mean, it’s no surprise, given the world we’ve been through, people are making lifestyle choices as well as moving because they haven’t moved for two years. So there’s all sorts of factors behind it. 

	I think it’s front of mind for us as we look ahead. And you may have seen an announcement recently, we have strengthened our people side of the organisation with the appointment of a new CHRO, a guy called Andy Doyle, who joins us from National Grid, and Worldpay, and XITV as well, so very strong, experienced people leader. Because, we are, even though we’re increasingly investing in technology and product, we are at our hearts, still very much a people business, and having great leadership in that area is going to be a real benefit for the business going forward.

	So we are seeing a little bit more churn; we are seeing a bit of pressure on salary inflation. But on the whole the conversations we’re having with our clients, they expect that and they value the data and the services that we provide. And we’re doing a decent job of locking in price increases for our work for next year. So something we’re getting our teams used to, in markets that haven’t seen high inflation for a while, but something we’ve been on the front foot with, which is good.

Laura	Great, thank you. 

Coordinator	Thank you very much. So the next one there is Hendrik Syat [ph] from ODDO BHF Asset Management. Thank you, Hendrik.

Hendrik	Thank you. Can you hear me okay? 

Ian	Yes. 

Hendrik	Okay, thanks. So I wanted to ask whether you can give some numbers on the contribution of the Numerator acquisition in Q3. So what was the contribution regarding sales and EBITDA from Numerator? 

	My second question would be that you told us that you plan some assets sales ongoing, and what are your plans with that money? Do you want to further look for M&A opportunities or do you have other proceeds for the money? 

	And maybe one last question, do you have an outlook for what your leverage would look like at the end of 2021? Thank you.

Ian	Without wishing to sound unhelpful, I’m not going to give you the numbers for Numerator’s contribution. I think if you start giving out profit numbers for our individual bits of the business that’s a road that doesn’t end. I will confirm however, that the Numerator business is performing actually slightly better than the plans that we had for the business when we closed the deal recently. So that’s really encouraging and the secured right revenues and annual recurring revenues are all in good shape. So we’re actually very pleased with the financial performance of the business and we’re investing in the business to accelerate that growth because we think there’s real opportunities there. So that’s really good. 

	Asset sales, the Reputation Intelligence one, we just touched on the cash there, also keeping the business as I say. It’s not going to be a material change to any of the key metrics. It’s nice to have a bit of liquidity headroom. Peter and I are very conscious that our liquidity and the cash we have on hand looks a bit high, so it’s something for us to keep looking at making sure we’re efficient. But we still think there’s work to do on the portfolio generally to strengthen our Insights business, strengthen our data businesses. And if that means that other businesses don’t quite fit into the overall picture, we’ll look at that as well. We’ve made good progress so far and I expect over the next 18 months or so there may be further changes but I can’t say any more than that at this time. 

	It’s an exciting sector to be in. It’s a very fragmented sector and I think I think that’s quite interesting for us. 

	Peter, do you want to comment on leverage? Because I know today we’ve not really given targets out. 

Peter	Yes, and we’re still not at the moment giving targets but I would expect our leverage for yearend to certainly not be much different to where we are at Q3, maybe slightly better. But as we go into next year for the business in its current form, I’d expect it to start coming down. 

Ian	Sorry, Hendrik, that probably wasn’t as helpful as you wanted us to be. 

Hendrik	No, thank you. I understand. Maybe just one slight question, the low to mid-single-digit growth for Q4, is that on—on what basis does that—

Ian	That’s our Insights business for Q4.

Hendrik	Okay, thank you. 

Ian	But other businesses, Media will continue to trundle along with delivering good growth, which is great. And Worldpanel will continue to deliver strong growth which is also encouraging, as will Numerator. 

Hendrik	Thank you. 

Coordinator	Thank you. And the next now Thomas Singlehurst from Citi. Thank you, Thomas.

Thomas	Yes, thank you. It’s Tom here from Citi. Sorry, [indiscernible - 42:37] so I apologise. Basic questions actually.

Ian	That’s very scary, Tom. 

Thomas	Yes, exactly, exactly. One, you talked about, obviously, gross margins and EBITDA comfortably above or at 2019 levels. I was just wondering whether we should expect the 2022 revenue to get back to 2019 levels. That was the first question. 

	The second question, you talked about the very strong performance, in particular in the Public. I was just wondering whether we should view that as one-off in nature in any way. Or do you think the election cycle means that promises to continue to stay strong into next year? 

	And then finally, M&A, are there any obvious gaps in the portfolio that need addressing via acquisition? Thank you very much. 

Ian	Thanks, Tom. If I break the first one down into two bits, the gross margins and then the 2022 revenues, I think it wouldn’t be unreasonable if you’re looking at modelling the business going forward to expect our gross margin to continue to improve. Because, when you think of the shape of the portfolio, the areas with the fastest, consistent underlying sustainable growth like Worldpanel, like Numerator, like Marketplace, like our Analytics, have a much higher gross margin because they’re technology-led offers compared to some of the more survey-driven, people-intensive parts of the portfolio. And therefore, our gross margin and the mix of our offer, mix of revenues should become more efficient over time. So that’s the first thing 

	Secondly, I’m not going to give a particular number on 2022 but our order book, the outlook, the conversations we’re having with our clients, suggest that we will see a positive start to 2022. Looking further ahead than that in this current environment is a little bit dangerous, but I think we should have a decent start to the year and think that should set us up. I think one of the things I’ve appreciated over the course of my career is that businesses with momentum can become quite unstoppable. But the confidence it gives an organisation being ahead of target, growing is really tangible and I think Kantar are getting there. I think that’s really encouraging for us as we look ahead.

	On the Public side of things, I don’t think partly for all the wrong reasons, because COVID has not gone away, and it keeps evolving, that the work we’re doing with the government should be seen as a one-off. And actually, I suspect, the government will want to understand how COVID is impacting society for many years to come. And I think it may not be at the same scale as we’re currently seeing but I don’t think the work we’re doing with the government will go away in the short term for certain. 

	And then on the M&A side, I don’t think there’s any big gaps. Obviously, we say if we didn’t do that the business will significantly underperform or will be a weaker business going forward. There’s always as I said because it’s a very fragmented market areas you look at and go has that business got a particular skill set, a particular capability, a particular offer that will strengthen our portfolio. Those really nice tuck-in type acquisition to really enhance our business, not least of which one of the things that Kantar has got is a brilliant footprint. It’s got a brilliant footprint in—we’re in about 90 countries. And it’s a brilliant footprint and the fact that our client base are the biggest companies in the world and we deal with 95% of the top 500 advertisers globally. So we’re dealing with a phenomenal global client list. So if we can find technology and talent that we can scale, we can really unlock value and that’s quite exciting. 

	So I think there’s opportunities in that area, but of scale there’s no need to do anything. But certainly, like we did with Numerator, businesses like that which really enhance and move the business forward are exciting opportunities, and I think, again, have the potential to unlock significant value, which is great. 

Thomas	Very good. Thanks. Thanks so much.

Coordinator	Thank you. So we’ve now got Felix Ishak from Citi. Thank you, Felix.

Felix	Hi, thank you very much for taking my questions. So I just have a couple here. The first one is, you mentioned that you expect deleveraging to start occur next year. Could you perhaps give us a little more guidance on what things are currently doing which will result in that? Is that just from saving programs that you currently have in place? Or is there something else that we should be thinking about when we think about that deleveraging? 

	The second question was, when I look at the $118 million of LTM EBITDA that you have in the presentation, around just under half or 45% of that is from your restructuring and transformation costs. So I guess the question is, when do you expect those to start falling away? Or an alternative way of putting it is, when do you expect those to start turning into cash? 

	And just the last question, then, just going back to the question around labour, which is your biggest cost input, you mentioned that there’s been a 20% [background noise - 48:59] and that there should be some wage increases. And you’ll look at those on a market-by-market basis. But I guess when we’re thinking about our numbers and forecasting, how should we think about that in terms of a target or in terms of you trying to replace that 20% churn, or perhaps even comparing it to 2019 given everything you’ve done? Just a little more colour there would be helpful to understand how you’re thinking about it. Thank you.

Peter	So why don’t I just start with deleveraging, Ian? Really, the key driver is going to be the growth of the business and [background noise - 49:36] we expect the leverage to come down. And the core business is cash generative as well so we would expect on that debt to come down. That being said, we are still spending on our restructuring program, and maybe I’ll let Ian talk a bit more to that but we’ve still got costs coming through on that into next year. 

	But as we’ve been reporting on the run rate savings coming through every quarter, so what we’re reporting now in terms of the $143 million, which is looking forward an annualised basis over the next 18 months, we expect that to be hitting the numbers this quarter, Q4, and into next year. So the costs are being realised as cash fairly quickly within 12 months. 

Ian	Yes, I mean, I’ll just add to that, Peter, just in terms of what we’re likely to see coming through next year in terms of one-offs. If you think a lot of the, I’ll use the phrase investment we’ve made in our one-offs to date have been to reshape the cost base, drive efficiencies, reduce the headcount, take out excess capacity, etc., the spend next year is likely to be more biased towards growth, towards creating new product, new opportunities, investing in technology. I think that will be the difference. But as Peter said, we will still have investments next year but I think from a business point of view, hopefully there’ll be much more positive in terms of the momentum that brings to the top-line rather than focus on costs. 

	The point on the $619 million of EBITDA, half have been restructuring, there is a COVID unwind in there, as well so don’t just take the costs and gross it up. We have $100 million of one-off COVID measures, which are in that LTM EBITDA number. So it’s not near the core business itself. It’s performing much better than it was before so I think that’s important to recognise as well. But we’ve got $143 million of further savings, which we expect to unlock; we’ve got line of sight on those and the synergies on Numerator. So there’s still more we can do to make the business more efficient. And a lot of that work is in trade now, which is great. I think that will happen. 

	On the churn side, I wouldn’t want to over emphasise this churn point because actually, as I said, the business is used to running and managing 15% churn. So recruiting 5,000 heads a year is business as usual for the Kantar business. When you think we have a lot in our operations teams, or some of our field work teams who are in markets, doing surveys, collecting data, we don’t expect those guys to stick around and build careers and progress through the organisations and become general managers in every case. So we are used to managing that. 

	It’s been a bit of a challenge in some areas of our business because we’ve got some incredible talent in the organisation. So anything technology-led, analytics-led, data science, they’re tough markets to recruit talent in, but we offer people with those skill sets fantastic career opportunities. They’re working with the best clients, and we’re helping them often answer very strategic questions. It’s incredibly rewarding, fascinating work that those guys are doing. So I’m not concerned that we can’t attract the talent we need into our organisation. 

	I just think some of the people we brought in, in recent months, I mentioned Andy Doyle as elite, the people side of it, but we’ve got Alex Cesar, a new CTO coming in. She’s come from Stock Exchange. We’ve got Ted Prince coming in to meet our product piece in Neustar. New CEO Chris Jansen has just joined us. So, we’re attracting some brilliant people into the organisation and what I suspect we all know is if you’ve got brilliant leaders, they attract brilliant teams, and those brilliant teams then attack brilliant teams themselves. Somebody once said to me, A-star people attract A-star talent and I think that holds true. I think we’ve got a much stronger leadership team than this business has ever had. That gives me a lot confidence it will continue to attract great talent, and with that great talent at the heart of this business. I think that sets us up nicely to be successful. 

Felix	Understood. Thank you.

Coordinator	Thank you. So we now have Alex Apostolidis from Barings. Thank you, Alex. 

Alex	Hi, good afternoon. Just a couple of questions from me. Going off the restructuring costs, so $185 million in 2021 year-to-date. I think it’s $170 million around that year-to-date. So where should we expect that fiscal year ‘22? Can you give us a sense, given all the growth initiatives, the Numerator integration that you’ve just discussed, if you can give us a sense?

	The second is just on the 11% constant currency growth year-to-date. Can you split that up between volume and price just to get a sense of what that looks like? 

	And then following up from Matt—I can pause there and follow through it after. 

Ian	I’m going to sound like I’m being unhelpful, Alex, I’m sorry. The guidance on next year’s restructuring costs, you’re going to have to bear with us on that, because we’re right in the middle of putting our plans together. One of the things that I think is really important, wherever we set the number, it won’t be—of course, there will be a financial element to it but the biggest constraint will be making sure we execute brilliantly, and we spend whatever funds we put aside in the best possible way to do the best thing for the business because there’s so many opportunities in Kantar, which are really exciting to change this business. 

	I suspect we can’t do everything, not because we haven’t got the cash but actually the impact on the business, the ability to execute and deliver, it would be overwhelming. Because quite often the change, the new product, the new initiatives go through a group of people or a core group of people who are largely the same. So you end up with a natural constraint in any organisation. So I think it’s really important that wherever we set that we’re confident that we’ve made the right choices, trade-offs and priorities. So we’re just working through that now as we finalise our plans for next year. 

Alex	But just directionally speaking, would it be at similar levels or slightly higher? If you just have to give a sense, so I can get a—I think that’d be the most helpful.

Ian	It would be the most helpful but it would be misleading of me to do that until we finished putting our plans together, Alex, I’m sorry. 

Alex	Okay. 

Alex	One thing, we won’t have as much restructuring costs next year. I believe it will be a very different mix of spend. In absolute terms, it’d be wrong for me to put a number on it. 

	And on the 11% splitting between volume and price is very difficult because we’re selling lots of different things. So when you’re selling hours of work, you can measure the hours as your volume and the price that you charge it out at which we do in some parts of the business like our sourcing business. But in other parts of the business, we value pricing. So it’s not a simple volume, price mix that we can pull together at a global level to break down the 11%. 

	But clearly price and inflation was not such a big thing when we started the year. Now, it’s clearly going to be a much bigger issue and it’s a much bigger part of the conversations we’re having as we go through the renewal seasons with our clients now. 

Alex	Okay, and that actually gets into the third question. So when looking at this 11%, if you had to give a sense, is that mostly driven by volume, like-for-like, or is it more mix effect? And it sounds like price not so much, just to get a sense.

	And then the fourth is, what percentage of your contracts typically come up for renewal every year? And for those contracts are there typically like automatic pass-through when it comes to passing on your biggest cost expense of staff? Or do you have to renegotiate those when those come up for renewal? That was it for me question-wise. Thank you. 

Ian	I’ll try and be helpful here. The reason I’m pausing, Alex, is it’s not one business. We have different businesses with different revenue streams selling in a different way. So if you take Worldpanel, our teams are working on—a large part of the Worldpanel business is an annual renewal cycle. Some of them are actually two-year renewal cycles, where we will agree price and volume and upsell criteria with those clients. And you take our Audience Measurement business, and we’re working on five-, seven-year contracts with automatic inflation clauses in them. So it’s different market by market, and product by product. 

	But we would expect to start the year with 25% to 30% of our total revenue secured. We’re well on track to be about that level, which is encouraging. But clearly, by business, that’s very different and it also moves very quickly. So Worldpanel might be around that level at the start of the year, but by the end of Q1 could be up at 50%, 60%. So these things move very differently because the businesses are very different. 

	I think trying to reassure you, our order book is as strong—as we look into 2022 is stronger than it was this time last year. We’ve got more secured revenue and our expectation is that we’ll start the year in quite a positive way. It’s encouraging.

Alex	That’s great. If I can just follow up with COVID with the new variant now, is that impacting the order at all? Are you seeing clients pause or be a bit more cautious? 

Ian	I think we could be seeing a little bit of that on some of the short-term work that comes in so ad testing or creative new product testing. But in terms of the commitments we’re asking to make, we’re not seeing any impact today. Touch wood. It doesn’t mean there won’t be any. It might just be a bit too early. But today, we haven’t. 

Alex	Thank you very much.

Coordinator	Thank you. We have Harris Chung from Cairn Capital. Thank you, Harris.

Harris	Thanks. I think most of my questions have been answered, just one last one. Out of the $143 million run rate savings, can we get a sense of what the Numerator synergies make up for that? Thank you. 

Ian	Yes, the full Numerator synergies were $33 million. I will have to double check. I don’t think we put all of that in here because this has got an 18-month timeline on the $143 million, and we have to have the run rate done in 18 months. So I think we’ve probably got $25 million, $26 million baked into the $143 million. And as we talked when we went through the Numerator process, we’ve got savings on the panel side but the bulk of the synergies were to come from the Advertising Intelligence business where Numerator and Kantar both had very similar businesses operating in the North American market. We think there’s real value we can unlock by putting those two businesses together under a much more joined up leadership, [indiscernible - 63:24] which she’s now in place. She started a couple of weeks back; she’s great. And we’re just putting the plans together to unlock those savings. So that’s all very encouraging. 

Harris	Thank you. Now one additional question, we’ve seen that GFK has been put up for sale in the news. Is that something that the management team, sponsor views as that makes sense for acquisition for Kantar? 

Ian	Just the GFK business is a mixture of lots of things and I’m not going to comment on anything specifically around that. But the business has got a point of sale business in it which we don’t do. It’s got a panel business where they partner with us across Europe. It’s got a bit of audience measurement in it, but nowhere near as strong as ours. And it’s got some other stuff which is different, shall we say. So, it’s a bits and pieces portfolio to me, if that’s not too impolite or disrespectful of the business.

Harris	No worries. But is that point of sale something potentially attractive for the Kantar portfolio? 

Ian	Well, I don’t think we need to be adding complexity into our portfolio. We’re doing a good job of cleaning it up. 

Harris	Thank you. 

Coordinator	Thank you. Do we have time for any more questions? 

Ian	I could do one more.

Coordinator	Yes, lovely. Thank you. For this one there is Matthew Walker from Credit Suisse. Thank you, Matthew.

Matthew	Thanks a lot. Can you hear me all right? 

Ian	Hi, Matthew.

Matthew	Hi, Ian. So just a quick question. Are you seeing anything from your competition that worries you in terms of new product sets or whatever that you don’t have? And the old story of on the ad hoc side of cheaper internet solutions coming along from new entrants, or even established players undermining the price point, are those basically that structural theme is a thing of the past? Or how do you reflect on that now? 

Ian	I think that’s a really good question. I think Kantar at its heart is driven by a fantastic passion for market research. That means we have this, I think, really strong relationship with our clients who trust us and value our view of what’s going on in their market, which is why they come to us for advice, support and data and analytics. However, we should not be complacent in that because if someone starts from a very different technology position doing something faster, and cheaper, for certain parts of what we have done traditionally, may well be good enough. But it’s why we’ve done things like Marketplace, which is create a platform to allow our clients so they can do traditional ad testing, where we’ll take it away, and we’ll run it through a panel and we’ll take the results back and we’ll present it back to them or they can go into Marketplace, load it up themselves and get a quicker [ph] answer. 

	So to some extent, some of what we’ve been doing with things like Marketplace is I would say disrupting ourselves, but also giving us more in our portfolio which we can offer our clients. You can have a very detailed piece of work, or you can have a bit more automated working with us type work. And I think as we look at the portfolio, making selective investments in more technology-led solutions to complement the strong position we’ve got in traditional research space gives us a much more compelling, embedded sticky position with our clients. And I think that would be a good sense of direction for where we’re likely to go. 

Matthew	Okay, brilliant. Thanks. 

Ian	Thanks, Deborah.

Coordinator	Thank you. No further questions, I see. Thank you.

Ian	Thanks, everybody. I really appreciate your time and effort and the questions and your patience and listening to us. So thank you all and we’ll see you in a few months in the New Year where we’ll wrap the year up. Thank you very much.

Coordinator	Ian, everyone, all the speakers, thank you. That concludes your conference call for today. You may now disconnect. Thank you for joining and all take care.


	[END OF CALL]
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