Next Fifteen Communications Group (NFC)
Acquisition of Brandwidth Group
Desk Note
NFC has announced the acquisition of Brandwidth Group, a UK based digital agency. The terms of the
acquisition; £6.2m of initial consideration (£4.9m cash) and £4.1m of deferred consideration (ending in
2020) are in-line with previous acquisitions. The entire business has been valued at 5.5x EBIT (revenue £7.3m
/ EBIT of £1.9m in the year ended June 2017). The cash element will be funded from NFC ‘s existing debt
facilities. Prior to the acquisition, we were forecasting FY18e net debt to EBITDA of only 0.4x and net cash
of £6m for FY19e.

We expect NFC to update the market as to FY18 trading over the coming weeks. We are not making any formal
estimate changes until we see that update. However, all other things being equal, today’s acquisition implies
a 3% - 4% uptick to FY19E EBITA. On current estimates, NFC trades on a FY19e PE of 13.2x.
The acquisition fits all the NFC criteria:
•
•

•
•
•

Digital first business, bringing new skills and clients (Toyota, Royal Carribean, Citreon, Kia,
Vodafone) into the group.
Brandwidth is active across a number of disciplines;
- branding,
- digital content and design,
- customer experience
- social media
- moving image
- voice – this is a growing area of marketing interest with voice activated devices
becoming increasingly mainstream
Growth opportunities in the US where Brandwidth is in the early stages of establishing a
presence and where NFC can accelerate
Management are staying with business
Acquisition multiple less than 6.5x – deal is expected to be earnings enhancing in FY19, the
first full year of ownership.
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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 analyst at the time of publication.
The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of investors.
This report is not intended as a solicitation or inducement to buy, sell, subscribe or underwrite any securities mentioned
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accordance with the legal requirements designed to promote the independence of investment research and is not subject
to any prohibition on dealing ahead of the dissemination of investment research. However, Radnor Capital Partners Ltd
does have strict rules relating to personal dealings by individuals employed or instructed to help prepare investment
research. A copy of these rules is available upon request. Radnor Capital Partners Ltd does not conduct any investment
business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the
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from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as well as
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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. To the maximum extent permitted by law, Radnor Capital Partners
Ltd, or its affiliates and their respective directors, officers and employees will not be held liable for any loss or damage 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.
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