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The Marketing Group

New board, strategy being refreshed

The Marketing Group (TMG) achieved revenues of €7.2m and an EBITDA of
€0.125m in Q117, with the strong performance by the majority of group
companies diluted by weaker performance from others. The newly-
configured board is currently addressing these issues and is working
through the development of a revised strategy that will be presented to the
market with the interim results in mid-August. Management expects the
group’s financial performance to improve as the year progresses. With no
market forecasts as yet, forward-looking valuation metrics are not usable
and the historic FY16 P/E of 6.5x is on part-year earnings.

Full, experienced board team in place

TMG now has a full executive and non-executive team in position. The new non-
executives confirmed at April's AGM are: Glen Fraser, principal and owner of Third
Eye, an Australia-based brand strategy consultancy, with an extensive marketing
services background (Australia/New Zealand: 32% of TMG’s FY16 revenues); and
Martin Blair, who has experience as CFO across a number of quoted businesses
and who also adds IT systems expertise. Don Elgie (founder of Creston) is non-
executive chairman and Mike McElhatton (ex-Havas) was appointed CFO on 1
March. Directors who have now stood down (holding a total of 20.2% of the equity)
have entered into orderly market arrangements for three years post the expiry of
earlier lock-ins.

Mixed outcome from Q117

The first phase post TMG’s June 2016 listing involved a rapid spate of acquisitions
of specialist marketing companies for paper, building to 17 subsidiaries across eight
countries by end FY16. The new board’s priority in this second phase has been to
evaluate those companies and how they can best work collaboratively, without
stifling their entrepreneurial spirit with restrictive bureaucracy. The consolidated
financial results for Q117 are disappointing, but the statement indicates that the
core businesses generated €563k of EBITDA, so a resolution through turnaround
or disposal of the more problematic group companies would improve returns as the
year progresses. Net cash at end March was €0.3m, from €1.4m at end FY16.

Valuation: Early-stages

With such a short financial record, no estimates as yet and a totally new board,
valuation is inevitably subjective, particularly given the degree of uncertainty ahead
of the publication of the strategic review due in August. A 6.5x historic P/E (on a
few months, rather than one year, of earnings) looks to be heavily discounting the
risks, but much depends on the timing and scale of the turnaround of the
underperforming assets.

Summary financials

Year Revenue EBITDA EPS DPS PIE Yield
end (€m) (€m) (c) (c) (x) (%)
12/14 (pro forma) 2.6 0.4 1.0 N/A 74.0 N/A
12/15 (pro forma) 4.6 1.6 4.1 N/A 18.0 N/A
12/16 (actual) 15.8 2.3 113 0.0 6.5 0.0

Source: Company accounts
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Business description

The Marketing Group is aiming to build an innovative,
cutting-edge, creative marketing and advertising
group that can compete internationally with the
existing global agencies. It is incorporated in the UK.

Bull
Experienced management team.
Breadth of portfolio.

Strong client roster.

Bear
Acquisition risk.
Integration risk.

Share dilution risk.

Analysts
Fiona Orford-Williams +44 (0)20 3077 5739
Bridie Barrett +44 (0)20 3077 5757
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investor relations and strategic consulting. Edison is authorised and regulated by the . Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. Edison NZ
is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research Inc (Edison
US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not regulated by
the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244].
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investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable,
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a "personalised service" and, to the extent that it contains any financial advice, is intended only as a "class
service" provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited ("FTSE") (c) FTSE [2017]. "FTSE(r)" is a trade mark of the
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accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE's express written consent.

+49 (0)69 78 8076 960 +44(0)20 3077 5700 +1 646 653 7026 +61 (0)2 8249 8342
Schumannstrasse 34b 280 High Holborn 245 Park Avenue, 39th Floor Level 12, Office 1205, 95 Pitt Street
60325 Frankfurt London, WC1V 7EE 10167, New York Sydney NSW 2000

Germany United Kingdom us Australia


https://register.fca.org.uk/ShPo_FirmDetailsPage?id=001b000000MfYL6AAN
http://www.edisongroup.com/

	New board, strategy being refreshed
	Full, experienced board team in place
	Mixed outcome from Q117
	Valuation: Early-stages

	Disclaimer

