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YouGov

Connecting the dots

YouGov has been building from its core market research origins, evolving
into a broader-based, data technology company, using cross-channel,
connected data from its large panels across many countries to inform
brands and marketers and help them improve their decision making. The
continuing roll-out of its products and services geographically is driving
growth well ahead of the market, underpinning the premium rating.

Year end Revenue PBT* EPS* DPS PIE Yield

(Em) (Em) (p) (p) (x) (%)
07/14 674 76 5.8 0.8 26.1 05
07115 76.1 9.1 6.7 1.0 226 0.7
07/16e 83.5 10.7 76 1.2 19.9 0.8
07/17e 91.8 12.1 8.4 14 18.0 0.9

Note: *PBT and EPS are normalised, excluding intangible amortisation, exceptional items
and share-based payments.

Making big data accessible

YouGov recently held a capital markets event to give a more thorough insight into
its products and services, particularly those designed to inform and support the
marketer’s workflow. With permissioned data drawn across multiple channels from
identifiable individuals, YouGov is uniquely positioned to connect the data,
providing a much more detailed and holistic view of consumers. Input covers both
attitudes and behaviours, collected from three broad sources: actively from the core
surveys; volunteered information from the Opigram platform, where panellists feed
in their opinions on a vast number of topics; and passively — with active permission
— from panellists’ smartphones, computers, downloads, social media, etc. In the
UK, around one third of data is now collected via Opigram, with the US and
Germany expected to reach similar levels, and the advantage that it does not need
direct incentivisation. Client interfaces have been engineered to be highly intuitive
and flexible, with the ability to include and combine with clients’ own data.

Geographic roll-out supports growth targets

The group has been rolling out its products and activities globally. There is plenty
still to go for in the US (the largest market), with China a key additional target.
YouGov has been investing in its sales resource to drive top-line growth, and more
customers are now buying a fuller range of products and services. Earnings growth
targets are demanding, with the LTIP triggering in full on achievement of 25%
CAGR in earnings over the five years to July 2019, with no grant at all for growth
below 10%, or if the operating margin fails to average more than 12% over the
period (11.3% in FY15).

Valuation: Premium growth not yet fully in price

The recovery in the price since the summer has put YouGov’s shares on an
annualised CY16e EV/EBITDA of 13.1x, comfortably ahead of the sector on 9.7x.
However, revenue and earnings growth are clearly well above sector forecasts.
With good trading momentum and cash to fund the growth, as well as pay a rising
dividend, a premium over the sector is clearly justified.
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No change to numbers

This short report is a review of the information presented at the capital markets event. No new
financial guidance or commentary was given and there are no changes from the financial analysis
of the group contained in our recent

Permissioned, connected big data

The availability of ever-bigger data sets has fuelled the appetite of brand owners and marketers to
improve their ROI through better understanding of consumer behaviour, then tailoring their business
decisions regarding marketing, new product development, customer acquisition strategy etc.
towards the most responsive audiences. However, achieving this ideal has been frustrated by the
sheer scale and complexity of the task, particularly as most of the data come from discrete and
unrelated sources and most available solutions are based on imputing connections.

YouGov is unique in that it is gathering data from a large number of panellists and contributors from
across the globe. Data are held in a data vault that the group calls the Cube. Crucially, all the
panellists and contributors have proactively opted in to sharing their information with YouGoyv, either
through submitting survey responses, taking part in the Opigram community or, for a smaller
subset, giving the group specific permission to garner data from their web-connected devices
through embedded software that runs in the background. Because all of the data, from whatever
source, can be assigned to an individual, information can be gathered together and combined to
give a sophisticated, in-depth portrait of the ‘typical’ supporter of a particular brand, for example.
Unlike many other market researchers, YouGov is also able to revisit particular subsets of
respondents to dive deeper into their responses.

With privacy concerns stymying many attempts to draw together big data and shape it into
informative and actionable formats, this active permissioning is a crucial differentiator.

YouGov has also developed front-end data analytics tools that make it much simpler for clients to
interrogate their own data, which it calls Crunch. The output is readily customised to integrate with
the clients’ own systems and is already being used by some of the group’s largest customers in
tracking studies.

Inherent scalability

The group has focused on running and developing products that are now standardised globally. It
facilitates the rolling out of products such as Brandindex and Omnibus to new countries and offers
the ability to cater for larger, cross-territory projects and clients. For descriptions of these products,
please see our recent . The holding of the data in the Cube and the Crunch tools that
have been developed for its use have built in an additional level of scalability to the group’s offer.

Custom research has been adapting from being simply a project-based offer to one that can be
combined with data held in the Cube to drive additional value for the client (see Case Study, below).

Three constituencies

YouGov caters to three constituencies: panellists (who can also be thought of as a community
network or even as a fan club), the general public (which consumes the output of surveys through
the media and whose regard for YouGov as an authoritative source is a core element of its value)
and clients (who could be brand owners, brand agents/marketers or media organisations).

Without the panellists providing data, increasingly voluntarily rather than prompted by reward, there
is no product or service to sell. Giving them the best possible user experience is therefore key.
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YouGovV’'s position as an authoritative provider of content and context for media organisations is well
established, with relationships with survey results attracting comment on a daily basis. Close
partnerships exist with a broad range of key media organisations in all the markets in which YouGov
operates.

The integration of YouGov tools into the marketer’s workflow gives the latter far richer contextual
data, as well as an element of tracking either consumers’ or individuals’ views or behaviour over
time. For example, the Profiles tool identifies characteristics of individuals associated with brands
in how they differ from the norm, ie that they may be more likely to consume certain media sources,
eat particular foods, travel, display particular behavioural traits, or subscribe to different political
opinions than might otherwise be expected. This means that segmentation can be across multiple
variables and adjusted in real time, giving actionable results so that campaigns can be iterated and
honed or that, for example, sponsorship can be more effectively targeted.

BrandIndex, the group’s perception tracker, continues to build, with the historic data now covering
over eight years in several geographies. As brand awareness and brand health data are collected
both for clients and their peers, the contextual information is already in place for non-client peers,
who can then be targeted from a sales perspective. With the product now available in 24 countries,
BrandIndex data can be provided to clients on a global basis, with bridgeheads established into
new territories with the support of existing clients. Both brands and their agencies are clients.

Taken in conjunction with the Profiles tool, brand owners can get good visibility as to who their
customers are and how they react to campaigns. Further integration with custom research or via
the Omnibus service can give a more granular view.

The CMD included a Case Study for a cruise liner operator, which was looking to broaden its
customer base. The first stage of the study was to run a segmentation between ‘cruise fanatics’,
‘young fun-seekers’ and ‘tempted first timers’. This third category was then analysed using the
Profiles tool to identify its demographic and lifestyle characteristics, together with brand
preferences, media consumption, online/mobile behaviour, etc. Panellists in this target group were
then asked for their views on four cruising options (destinations, concept, pricing, likelihood to buy,
preference). From the answers received, a media campaign was planned across TV, print, web and
programmatic. The campaign’s success was tracked over time against the general population on
BrandIndex. Although the campaign was reaching the target audience and enquiry levels were up,
conversion into sales was not on target. The client was able to come back to the original Cube data
and identify people whose intention to purchase had gone up, but who had not yet bought a cruise.
These people were then sent a short follow-up Collaborative Insights survey, which identified that
the blocking issue related to the available dates being unsuitable, which was then fixed by the
client. The ability to revisit and refine the analysis should retain the client’s level of interest longer.

The Collaborative Insights tool is a platform being developed for clients and researchers to interact
with YouGov on more of a self-serve basis, with ease and speed-of-use key characteristics.

All the tools mentioned are about enabling brand owners, agencies and public-facing organisations
to optimise their strategic decision-making, targeting it to where it is most likely to be effective. This
might include decisions on content, strategies for spending on marketing campaigns, product
development and customer acquisition etc. The tools are increasingly an embedded element of
clients’ processes. With these standardised tools and processes, the roll-out to new territories is
simplified. YouGov Profiles has now been launched in China (previously the UK, US, Germany).
The ambition is to grow the group organically, through investment in building respondent panels in
more of the important world markets, as well as leveraging existing client relationships. Taken
together, these developments are positioning YouGov as a technology-led and data-driven partner
to brand owners and marketers, with clear differentiation from traditional providers, and are
increasing its capacity to earn good margins.
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Exhibit 1: Financial summary

£000s 2014 2015 2016e 2017e
Year end 31 July IFRS IFRS IFRS IFRS
PROFIT & LOSS
Revenue 67,375 76,110 83,500 91,800
Cost of Sales (15,812) (17,472) (18,788) (20,196)
Gross Profit 51,564 58,638 64,713 71,604
EBITDA 8,020 9,273 10,646 11,826
Operating Profit (before GW, except and share-based payments) 7,936 9,239 10,843 12,223
Intangible Amortisation (3,965) (4,633) (4,633) (4,633)
Share based payments (547) (669) (900) (1,100)
Exceptionals (2,385) (1,072) 0 0
Other (14) 41 0 0
Operating Profit 1,025 2,906 5,310 6,490
Net Interest (292) (220) (143) (123)
Profit Before Tax (norm) 7,630 9,060 10,700 12,100
Profit Before Tax (FRS 3) 733 2,686 5,167 6,367
Tax (316) 580 (2,461) (2,965)
Profit After Tax (norm) 7,314 9,640 8,239 9,136
Profit After Tax (FRS 3) 417 3,266 2,504 3,403
Average Number of Shares Outstanding (m) 98.0 101.0 103.9 104.2
EPS - normalised fully diluted (p) 5.8 6.7 7.6 84
EPS-FRS 3 (p) 0.4 3.2 24 32
Dividend per share (p) 0.8 1.0 1.2 14
Gross Margin (%) 76.5 77.0 775 78.0
EBITDA Margin (%) 1.9 12.2 12.8 12.9
Operating Margin (before GW and except) (%) 1.8 121 13.0 133
BALANCE SHEET
Fixed Assets 52,259 53,726 52,427 52,427
Intangible Assets 46,650 46,145 46,000 46,000
Tangible Assets 5,609 7,377 6,223 6,223
Investments 0 204 204 204
Current Assets 29,873 33,329 37,594 42,524
Stocks 0 0 0 0
Debtors 21,687 22,507 24,692 27,418
Cash 7,429 10,017 12,145 14,552
Current Liabilities (21,480) (22,983) (25,215) (27,447)
Creditors (21,296) (22,983) (25,215) (27,447)
Short term borrowings (184) 0 0 0
Long Term Liabilities (2,700) (2,449) (3,500) (3,250)
Long term borrowings 0 0 0 0
Other long term liabilities (2,700) (2,449) (3,500) (3,250)
Net Assets 57,952 61,623 61,307 64,254
CASH FLOW
Operating Cash Flow 8,600 10,091 11,000 12,000
Net Interest (295) (233) (143) (123)
Tax (287) (730) (2,106) (2,587)
Capex (5,759) (5,754) (5,500) (5,500)
Acquisitions/disposals (1,003) (470) 0 (36)
Financing (101) 454 0 0
Dividends (566) (773) (1,123) (1,346)
Net Cash Flow 589 2,585 2,128 2,407
Opening net debt/(cash) (6,656) (7,245) (10,017) (12,145)
HP finance leases initiated 0 0 0 0
Other 0 187 0 0
Closing net debt/(cash) (7,245) (10,017) (12,145) (14,552)

Source: Company accounts, Edison Investment Research
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is
authorised and regulated by the Financial Conduct Authority ( ). 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].

DISCLAIMER
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major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition of investment
adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about companies in
which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be construed in
any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or attempt to
effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual
investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or
underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any securities
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investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any
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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
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