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Next Fifteen Communications is a research client of Edison Investment Research Limited 

Next Fifteen announced in a brief trading update, released ahead of the company’s 

AGM, that it has made a good start to the new financial year as it continues to evolve 

its business away from a collection of traditional PR agencies to a group focused on 

social and digital marketing services. This provides comfort to our FY13 and FY14 

estimates – our projected 6% pa EPS growth rate reflects expected continuing low 

global economic growth prospects, although these estimates do not include any 

future acquisitions that the group has the resources to complete. Subsidiaries Bite 

and Bourne have been merged to move the transition forward to focus on global 

marketing services. FY13 interim results are due to be released on 23 April 2013. 

Year end Revenue 
(£m) 

PBT* 
(£m) 

EPS* 
(p) 

DPS 
(p) 

P/E 
(x) 

Yield 
(%) 

07/11 86.0 8.4 8.7 2.05 11.7 2.0 
07/12 91.6 9.6 10.1 2.30 10.0 2.3 
07/13e 97.0 10.5 10.6 2.55 9.6 2.5 
07/14e 103.5 11.6 11.3 2.85 9.0 2.8 
*PBT and EPS are normalised, excluding intangible amortisation and exceptional items. 

Bourne and Bite merged to form new marketing group 
Bourne, the full-service digital agency acquired by Next Fifteen in 2011, has recently 

been integrated into long-established subsidiary, Bite Communications, to accelerate 

Bite’s global transformation from strategic communications consultancy to a 

marketing services agency. Andy Cunningham is now CEO of the combined group, 

while former CEO, Clive Armitage, is in charge of building a new 40%-owned venture, 

which is to offer social and behavioural marketing consultancy services. 

Maintaining FY13 and FY14 estimates 
The good start to FY13 reported by management adds comfort to our underlying 

FY13 and FY14 estimates. The group is seeing strong growth in its social and digital 

services as clients move their marketing spend toward this area, while traditional PR 

services are declining as a proportion of group revenue. Investigation into the fraud 

that was reported at the time of the FY12 results has now been concluded. The  

c £0.3m cost of the investigation is to be treated as an exceptional item in FY13, while 

we already allowed for the ongoing cost of additional resources added to the financial 

team in formulating our FY13 and FY14 estimates last November. 

Valuation: Fairly undemanding rating 
Our projected 6% pa EPS growth rate for FY13 and FY14 reflects expected 

continuing low global economic growth prospects, although these estimates do not 

include any future acquisitions that the group has the resources to complete. A P/E 

below 10x would seem to be a fairly undemanding rating for a leading player in 

transition to addressing the fast-growing digital communications market. Versus our 

selected peer comparators, Next Fifteen’s prospective P/E is trading at a c 10% 

discount to Chime and at a larger discount to mega advertising groups, Omnicom 

and WPP, but at a higher P/E afforded to both Creston and Huntsworth. 
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Exhibit 1: Financial summary 
Year-ending 31 July  £'000s 2009 2010 2011 2012 2013e 2014e 
Accounting basis   IFRS IFRS IFRS IFRS IFRS IFRS 
PROFIT & LOSS          
Billings     77,287 91,175 105,163 108,453 115,000 122,000 
         Revenues   65,394 72,328 86,035 91,583 97,000 103,500 
EBITDA     5,531 8,446 10,712 12,858 12,480 13,630 
Operating Profit (before GW and except.) 5,591 6,992 8,823 10,047 11,000 11,880 
Goodwill Amortisation   0 0 0 0 0 0 
Exceptionals   (2,091) (1,308) (871) (3,630) (1,400) (1,250) 
Other   0 0 0 14 0 0 
Operating Profit   3,500 5,684 7,952 6,431 9,600 10,630 
Net Interest   (342) (380) (425) (472) (500) (280) 
Profit Before Tax (norm)     5,249 6,612 8,398 9,589 10,500 11,600 
Profit Before Tax (FRS 3)     3,158 5,304 7,527 5,959 9,100 10,350 
Tax   (884) (1,591) (2,260) (1,652) (2,500) (2,800) 
Profit After Tax (norm)   3,750 4,638 5,854 6,914 7,550 8,390 
Profit After Tax (FRS 3)   2,274 3,713 5,267 4,307 6,600 7,550 
         Average Number of Shares Outstanding (m)  52.6 54.4 54.9 57.0 59.2 59.8 
EPS - normalised (p)     6.5 8.4 10.2 11.4 11.7 12.8 
EPS - normalised fully diluted (p)     6.5 7.5 8.7 10.1 10.6 11.3 
EPS - FRS 3 (p)     3.7 6.7 9.1 6.8 10.1 11.4 
Dividend per share (p)   1.70 1.85 2.05 2.30 2.55 2.85 
         EBITDA Margin   7% 9% 10% 12% 11% 11% 
Operating Margin (before GW and except.)  9% 10% 10% 11% 11% 11% 
         BALANCE SHEET         
Non-current assets     22,618 31,919 44,336 48,227 48,247 48,947 
Intangible Assets   18,441 27,111 37,926 41,019 41,319 42,169 
Tangible Assets   1,949 2,269 3,067 2,721 2,441 2,291 
Other non-current assets   2,228 2,539 3,343 4,487 4,487 4,487 
Current Assets     22,840 29,470 34,769 33,337 38,556 44,126 
Debtors   15,710 22,174 26,252 24,901 27,700 30,380 
Cash   7,130 7,296 8,517 8,436 10,856 13,746 
Current Liabilities     (15,237) (25,248) (26,095) (24,230) (24,199) (24,349) 
Creditors   (14,887) (20,009) (25,767) (23,946) (23,915) (24,065) 
Short term borrowings   (350) (5,239) (328) (284) (284) (284) 
Long Term Liabilities     (5,319) (8,562) (20,677) (20,106) (19,856) (19,656) 
Long term borrowings   (4,995) (2,908) (9,760) (10,756) (10,756) (10,756) 
Other long term liabilities   (324) (5,654) (10,917) (9,350) (9,100) (8,900) 
Net Assets     24,902 27,579 32,333 37,228 42,748 49,068 
         CASH FLOW         
Operating Cash Flow     6,261 6,572 11,905 10,052 10,970 12,420 
Net Interest    (342) (380) (417) (470) (500) (280) 
Tax   (1,476) (1,465) (2,618) (2,520) (2,500) (2,800) 
Capex   (307) (1,936) (2,202) (957) (1,400) (1,700) 
Acquisitions/disposals*   (4,549) (4,251) (6,078) (5,664) (2,750) (3,200) 
Financing   (1,941) 2,263 1,927 719 0 0 
Dividends   (900) (932) (1,045) (1,208) (1,400) (1,550) 
Other   0 0 0 0 0 0 
Net Cash Flow   (3,254) (129) 1,472 (48) 2,420 2,890 
Opening net debt/(cash)     (3,410) (1,785) 851 1,571 2,604 184 
Finance leases   (225) (150) (90) (72) 0 0 
Other   1,854 (2,357) (2,101) (913) 0 0 
Closing net debt/(cash)     (1,785) 851 1,570 2,604 184 (2,706) 

Source: Company accounts, Edison Investment Research. Note: *Anticipated acquisition earn-outs payments in FY13 and FY14. 
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EDISON INVESTMENT RESEARCH LIMITED 
Edison Investment Research Limited (Edison) is a leading international investment research company. Edison and its subsidiaries (Edison Group) have won industry recognition, with 
awards both in Europe and internationally. The team of 95 includes over 60 analysts supported by a department of supervisory analysts, editors and assistants. Edison writes on more 
than 400 companies across every sector and works directly with corporates, fund managers, investment banks, brokers and other advisers. Edison’s research is read by institutional 
investors, alternative funds and wealth managers in more than 100 countries. Edison, founded in 2003, has offices in London, New York, Sydney and Wellington. Edison is authorised and 
regulated by the United Kingdom’s Financial Services Authority  (www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). 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. 
DISCLAIMER 
Copyright 2013 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Next Fifteen Communications and prepared and issued by Edison for 
publication globally. All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee 
the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of Edison at the time of publication. 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). It is not intended for retail clients. This is not a solicitation or 
inducement to buy, sell, subscribe, or underwrite securities. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment. 
Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct an investment business and, accordingly, does not hold any positions in the securities 
mentioned in this report. However, their respective directors, officers, employees and contractors 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.  

Registered in England, number 4794244, Edison Investment Research Limited is authorised and regulated by the United Kingdom Financial Services Authority. 
www.edisoninvestmentresearch.co.uk. Registered on the New Zealand Financial Service Providers Register, number 247505, Edison Investment Research (NZ) Limited is registered to provide 
wholesale and/or generic financial adviser services and is regulated by the New Zealand Financial Markets Authority. 
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London, WC1V 7JH, UK 
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