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S4Capital plc

First Quarter Trading Update

("S4Capital", "the Company" or "the Group")

As expected, first quarter like-for-like3 net revenue2 down 11.7%, reported down 14.9%, reflecting continuing client

caution and anticipated reduction in activity in Technology Services

Increased focus on margin improvement through improved efficiency, billability and pricing

Full year targets unchanged with like-for-like net revenue down on the prior year, a broadly similar overall level of

operational EBITDA1,7 as 2023 reflecting cost reductions and significant second half weighting

 

Key financials

£ millions
Three months

ended
31 March 2024

Three months
ended

31 March 2023

change
Reported

change 
Like-for-l ike3

change 
Pro-forma4

Billings5 430.1 455.9   (5.7%) (1.9%) (1.9%)

Revenue       

Content 138.7 173.1 (19.9%) (16.8%) (16.8%)

Data&digita l  Media 47.2 53.5 (11.8%) (8.5%) (8.5%)

Technology Services 24.3 35.1 (30.8%) (28.1%) (28.1%)

Total 210.2 261.7  (19.7%) (16.6%) (16.6%)

       

Net revenue       

Content 115.7 131.4 (11.9%) (8.5%) (8.5%)

Data&digita l  Media 46.5 52.7 (11.8%) (8.5%) (8.5%)

Technology Services 24.2 35.0 (30.9%) (28.4%) (28.4%)

Total 186.4 219.1 (14.9%) (11.7%) (11.7%)

       

Net revenue by Geography  

Americas 146.7 173.6 (15.5%) (12.3%) (12.3%)

EMEA 29.4 32.7 (10.1%) (7.8%) (7.8%)

Asia-Paci fic 10.3 12.8 (19.5%) (13.4%) (13.4%)

Total 186.4 219.1 (14.9%) (11.7%) (11.7%)

  

 

Sir Martin Sorrell, Executive Chairman of S4Capital Plc said:
"As  indicated previous ly, trading in the first quarter reflects  the con7nuing impact of vola7le global  macroeconomic

condi7ons, general  cl ient cau7on, par7cularly amongst technology cl ients  and a reduc7on in ac7vity with some of our

larger Technology Services  cl ients , a l though there has  been some sequen7al  improvement in the Content P rac7ce during

the first quarter. We con7nue to develop our larger, scaled rela7onships  with leading enterprise cl ients  and are increas ing

our focus  on margin improvement through greater efficiency, u7l isa7on, bi l labi l i ty and pricing.  We maintain our targets

for the ful l  year and, as  in prior years , financial  performance wi l l  be s ignificantly second hal f weighted reflec7ng both our

normal  seasonal i ty and an expected improvement in market condi7ons. We remain confident in our strategy, bus iness



model  and talent, which together with scaled cl ient rela7onships  pos i7on us  wel l  for growth in the longer term, with an

emphasis  on deploying free cash flow to improve shareowner returns, now al l  s ignificant merger payments  have been

made. I n addi7on to s ignificant new bus iness  ac7vity, we con7nue to capital ise on our prominent AI  pos i7oning,

developing multiple ini tia l  ass ignments  as  cl ients  start to experiment with and implement appl ications."

 

Notes (in this document):

1 .     Opera7onal EBITDA is opera7ng profit or loss adjusted for acquisi7on related expenses, non-recurring items (primarily acquisi7on

payments 7ed to con7nued employment, amor7sa7on of business combina7on intangible assets and restructuring and other one-off

expenses) and recurring items (share-based payments) and includes right-of-use assets depreciation. It is  a non-GAAP measure management

uses to assess the underlying business performance. Operational EBITDA margin is operational EBITDA as a percentage of net revenue.

2.     Net revenue is revenue less direct costs.

3 .     Like-for-like is a non-GAAP measure and relates to 2023 being restated to show the unaudited numbers for the previous year of the exis7ng

and acquired businesses consolidated for the same months as in 2024, applying currency rates as used in 2024.

4 .     Pro-forma numbers relate to unaudited full year non-statutory and non-GAAP consolidated results in constant currency as if the Group had

existed in full for the year and have been prepared under comparable GAAP with no consolidation eliminations in the pre-acquisition period.

5.     Billings is gross billings to clients including pass through costs.

6.     Net debt excludes lease liabilities.

7.     This is a target and not a profit forecast.

Q1 Trading Update

As previous ly indicated the con7nuing macro-economic uncertainty and resultant cl ient cau7on, par7cularly amongst

technology cl ients , have con7nued in Q 1 2024, a long with the expected lower ac7vity in some of our larger Technology

Services  cl ients . Bi l l ings  were £430.1 mi l l ion down 5.7% reported and 1.9% l ike-for-l ike. Revenue was down 19.7% reported

to £210.2 mi l l ion, down 16.6% l ike-for-l ike. Net revenue decl ined 14.9% on a reported bas is , or 11.7% l ike-for-l ike against

strong compara7ves  last year. Reported revenue and net revenue were impacted by foreign exchange, in par7cular with

respect to the USD in relation to GBP.

 

Q 1 opera7onal  EB I TDA is  in l ine with our expecta7ons, reflec7ng lower ac7vity levels  and the benefits  of cost reduc7ons in

2023.  We have con7nued to maintain a  discipl ined approach to the cost base and are seeing the beneficial  impact on cost

of the s igni ficant reduction in Monks  across  the Company.

 

The number of Monks  in the Company was 7,598 at the end of the first quarter down 13% compared to 8,713 at the end of

the Q1 2023 and 1% lower than our 2023 year end figure of 7,707, reflecting the ongoing progress  made in a l igning our cost

base with the demand we are seeing from our cl ients . We wi l l  maintain a  discipl ined approach to managing our cost base,

with an increas ing focus  on driving efficiency across  the Company as  wel l  as  uti l i sation, bi l labi l i ty and pricing.

 

Performance by Practice

Content P rac7ce net revenue for the first quarter was  down 8.5% on a l ike-for-l ike bas is  and 11.9% reported to £115.7

mi l l ion, with some growth across  the scaled and porFol io cl ients . O veral l  ac7vity, as  predicted, was  lower than in 2023,

partly due to lower demand from some technology cl ients , a l though there was some sequen7al  improvement in the rate of

growth of the Content Practice in Q1.

 

Content saw improved margins  year-on-year in Q 1, reflec7ng the cost ac7ons taken in 2023. Changes  made to the

leadership and management structure in 2023 are now wel l  embedded.

 

Data&digita l  Media P rac7ce first quarter net revenue was down 8.5% l ike-for-l ike, and 11.8% reported to £46.5 mi l l ion,

reflecting as  anticipated lower activi ty particularly in the activation and performance bus iness  l ines .

 

Technology Services  P rac7ce first quarter net revenue was down 28.4% l ike-for-l ike (versus  up 57.0% first quarter 2023)

and 30.9% reported to £24.2 mi l l ion reflecting lower activi ty with some key cl ients .

 

Performance by Geography

The Americas , our largest market is  seeing the impact of this  s lowdown in ac7vity and the impact of foreign exchange with

fi rst quarter reported net revenue down 15.5% to £146.7 mi l l ion and 12.3% l ike-for-l ike.

 

Europe, the Middle East and Africa a lso saw a reduc7on in demand, with reported net revenue down 10.1% to £29.4 mi l l ion

and l ike-for-l ike 7.8%.

 



 

As ia  Pacific, our smal lest region also saw lower ac7vity and foreign exchange impact, with reported net revenue down

19.5% to £10.3 mi l l ion in the fi rst quarter and 13.4% l ike-for-l ike.

 

New business and AI

New business  ac7vity con7nues at s ignificant levels , par7cularly with a  focus  on personal isa7on at scale. New business

wins  in the first quarter include Burger K ing, Panasonic, FanDuel , Al i Express , Decathlon, Santander and I C BC. I n addi7on,

the Company con7nues to capital ise on i ts  strong AI  pos i7oning winning mul7ple exploratory ass ignments  as  cl ients

experiment and explore appl ica7ons and develop use cases. These are currently focussed on visual isa7on and

copywri7ng, personal isa7on at scale and general  cl ient and agency efficiency. Developments  around media planning and

buying and democratisation of knowledge are starting to bui ld.

 

Balance Sheet

Net debt6 ended the first quarter at £206.0 mi l l ion, or 2.2x net debt/12 month pro-forma opera7onal  EB I TDA, aJer £10

mil l ion of combina7on payments . The trai l ing 12 months  pro-forma EB I TDA was £92.3 mi l l ion. We expect leverage to

reduce as  we progress  through the second hal f of 2024. The balance sheet has  sufficient l iquidity and long-dated debt

maturi ties  to faci l i tate growth and our key covenant, being net debt not to exceed 4.5x the 12 month pro-forma EBITDA.

 

Client Development and Momentum

O ur stated 'whopper' or porFol io cl ient strategy of bui lding broad scaled rela7onships  of over $20 mi l l ion annual  revenue

with leading enterprise cl ients  con7nues to be a focus. We started the year with 10 "whoppers", the longer-term objec7ve

being 20.

People

We are del ighted to announce that Jus7n Bi l l ings ley has  joined Media.Monks  as  Chief Growth O fficer with immediate effect

focuss ing primari ly on Content and Data&digita l  Media. P rior to joining the Company, Jus7n spent 13 years  with P ubl icis

Groupe, where he most recently served as  Chief Marke7ng O fficer. He has  successful ly driven transforma7on and growth

across  agencies  on s ix con7nents , encompass ing crea7ve, media, and technology capabi l i7es. Jus7n is  eager to leverage

his  exper7se aJer 18 months  of required 'garden leave' before accep7ng this  role. W ith an impress ive track record very

much al igned with the opportuni7es  our bus iness  generates , his  appointment wi l l  speed up achievement of our goals

around integra7on, streaml ining and enhancing our cl ient offerings , as  wel l  as  securing more cl ient gains . His  prior

experience is  rooted in a  cl ient-s ide perspec7ve, working for global ly renowned brands such as  Coca-Cola, O range and

Nokia.

 

ESG

O ur talented people have responded pos i7vely to the chal lenging trading condi7ons and our drive for efficiency. We have

con7nued to make progress  in the three areas  of our ES G strategy: People Fulfilment, O ur Responsibi l i ty to the World and

One Brand.

 

Outlook

We maintain our targets  for the year.

 

At a  P rac7ce level , we expect Content to con7nue to show a profitabi l i ty improvement reflec7ng the benefit of cost

reduc7ons made in 2023 and in 2024. Data&digita l  Media wi l l  show a s imi lar top and boOom l ine performance to the

prior year with some modest margin improvement, whi le the outlook for Technology Services  remains  chal lenging and the

performance wi l l  be lower, fol lowing a reduction in activi ty with some key cl ients . 

 

For the Company as  a  whole, given the current outlook for Technology Services  and wider market uncertainty, we con7nue

to target l ike-for-l ike net revenue to be down on the prior year with a  broadly s imi lar overal l  level  of opera7onal  EB I TDA7

as  2023, as  a  result of cost improvements  made last year. The compara7ves  with 2023 wi l l  con7nue to be rela7vely

difficult in the first hal f and wi l l  ease in the second hal f. We con7nue to expect the year to be heavi ly second hal f weighted,

with improving end markets  and our normal  seasonal i ty.

 

O ur net debt is  expected to fa l l  in 2024 reflec7ng pos i7ve free cash flow and s ignificantly lower combina7on payments .

O ur targeted range for the year end remains  £150 mi l l ion to £190 mi l l ion. We con7nue to a im for financial  leverage of

around 1.5 7mes opera7onal  EB I TDA over the medium term. O ver the medium to longer term we con7nue to expect our

growth to outperform our markets  and operational  EBITDA margins  to return to historic levels  of around 20%7.

 

Webcast and conference cal l

 

A video webcast and conference cal l  covering the trading update wi l l  be held today at 09.00 BST, fol lowed by another



A video webcast and conference cal l  covering the trading update wi l l  be held today at 09.00 BST, fol lowed by another

webcast and cal l  at 08.00 EDT / 13.00 BST.

 

09:00 BST webcast (watch only):

Webcast: https://brrmedia.news/S4_Q1_24

Conference cal l  (for Q&A):

UK: +44 (0) 33 0551 0200

US: +1 786 697 3501

 

08:00 EDT / 13:00 BST webcast (watch only):

Webcast: https://brrmedia.news/S4_Q1_24_US

Conference cal l  (for Q&A):

UK: +44 (0) 33 0551 0200

US: +1 786 697 3501

 

Enquiries  to:

S4Capital plc +44 (0)20 3793 0003

Sir Martin Sorrel l  (Executive Chairman)  

Powerscourt (PR Advisor) +44 (0)7841 658 163

El ly Wi l l iamson/ Pete Lambie
S4@powerscourt-group.com

 

 

About S4Capital

S4Capital  plc (S FO R.L) i s  the tech-led, new age/new era digi ta l  adver7s ing, marke7ng and technology services  company,

establ ished by Si r Martin Sorrel l  in May 2018.

Our strategy is  to bui ld a  purely digi ta l  advertis ing and marketing services  bus iness  for global , multinational , regional ,

and local  cl ients , and mi l lennial -driven influencer brands. This  wi l l  be achieved by integra7ng leading bus inesses  in

three prac7ces: Content, Data&digita l  Media and Technology Services , a long with an emphasis  on 'faster, beOer,

cheaper, more' execution in an always-on consumer-led environment, with a  unitary structure.

The S4Capital  Board includes  Rupert Faure Walker, Paul  Roy, Daniel  P into, Sue P revezer, El izabeth Buchanan, Naoko

Okumoto, Margaret Ma Connol ly, Mi les  Young and Col in Day as  Non-Executive Directors .

The Company now has  approximately 7,600 people in 32 countries  with approximately 80% of net revenue across  the

Americas , 15% across  Europe, the Middle East and Africa and 5% across  As ia-Pacific. The longer-term objec7ve is  a

geographic spl i t of 60%:20%:20%. Content currently accounts  for approximately 60% of net revenue, Data&digita l

Media 25% and Technology Services  15%. The long-term objective for the practices  is  a  spl i t of 50%:25%:25%.

 

Sir Mar7n was C EO  of W P P  for 33 years , bui lding i t from a £1 mi l l ion 'shel l ' company in 1985 into the world's  largest

adver7s ing and marke7ng services  company, with a  market capital isa7on of over £16 bi l l ion on the day he leJ. P rior

to that Si r Martin was  Group Financial  Director of Saatchi  & Saatchi  Company Plc for nine years .

 

Disclaimer

This announcement includes 'forward-looking statements'. All statements other than statements of historical facts included in this announcement, including, without limita7on, those

regarding the Company's financial posi7on, business strategy, plans and objec7ves of management for future opera7ons (including development plans and objec7ves rela7ng to the

Company's services) are forward-looking statements.

 

Forward-looking statements are subject to risks and uncertain7es and accordingly the Company's actual future financial results and opera7onal performance may differ materially from

the results and performance expressed in, or implied by, the statements. These factors include but are not limited to those described in the Company's prospectus dated 8 October

2019 which is available on the news sec7on of the Company's website. These forward- looking statements speak only as at the date of this announcement. S4Capital expressly disclaims

any obliga7on or undertaking to update or revise any forward-looking statements contained herein to reflect actual results or any change in the assump7ons, condi7ons or

circumstances on which any such statements are based unless required to do so.

 

No statement in this announcement is intended to be a profit forecast and no statement in this announcement should be interpreted to mean that earnings per share of the Company

for the current or future years would necessarily match or exceed the historical published earnings per share of the Company.

 

Neither the content of the Company's website, nor the content on any website accessible from hyperlinks on its website for any other website, is incorporated into, or forms part of,

this announcement nor, unless previously published by means of a recognised informa7on service, should any such content be relied upon in reaching a decision as to whether or not

https://brrmedia.news/S4_Q1_24
https://brrmedia.news/S4_Q1_24_US
mailto:S4@powerscourt-group.com


this announcement nor, unless previously published by means of a recognised informa7on service, should any such content be relied upon in reaching a decision as to whether or not

to acquire, continue to hold, or dispose of, shares in the Company.

 

This information is provided by RNS, the news service of the London Stock Exchange. RNS is approved by the Financial Conduct Authority to act as a
Primary Information Provider in the United Kingdom. Terms and conditions relating to the use and distribution of this information may apply. For further
information, please contact rns@lseg.com or visit www.rns.com.

RNS may use your IP address to confirm compliance with the terms and conditions, to analyse how you engage with the information contained in this
communication, and to share such analysis on an anonymised basis with others as part of our commercial services. For further information about how
RNS and the London Stock Exchange use the personal data you provide us, please see our Privacy Policy.
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