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Good morning to you all and thanks for attending our conference call 

today. 

Our CFO Ross McCluskey and Denis Moreau, our VP of Investor 

Relations are with me on the call. 

 

This morning we announced a strong set of results for 2018 with 

revenue acceleration, good margin progression, robust EPS growth, 

strong cash generation and a ROIC above 20%.  

We are extremely pleased with the consistent performance delivery 

of the Group. 
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In 2018 and for the 4th consecutive year, we delivered an EPS 

performance above external expectations with revenue in line. 
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Today, we will: 

 

¶ Start with our 2018 performance highlights; 

¶ Ross will then take you through the detailed financial results; 

¶ I will then provide you with an update on strategy;  

¶ Finally, we will discuss the outlook for 2019. 
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Letôs start with our performance highlights in 2018é 
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The Group generated revenues of £2.8bn, up YOY by 1.2% at actual 

currency and 4.7% at constant currency, driven by good organic 

growth of 3.7% and by the contribution of recent acquisitions. 

Our operating profit of £482m was up 3% at actual currency and 

6.9% at constant currency.  

We delivered a record operating margin of 17.2%, up 30bps year on 

year at actual rates and 40bps at constant currency. 

Our full year adjusted EPS of 198.3p was up 3.5% at actual currency 

and 7.7% at constant currency. 

Our EPS growth was 1.6X faster than revenue growth. 
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Based on our new dividend policy that targets a payout ratio of circa 

50% of earnings, we have announced a proposed final dividend of 

67.2p, taking the full year dividend to 99.1p, an increase year on 

year of 39%. 

Our cash conversion was strong with a free cash flow of £351m and 

a cash conversion rate of 126%. 
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In 2018, we have seen revenue growth acceleration with 3.7% 

organic revenue growth for the year at constant currency and a run-

rate improvement of 60 BPS in H2. 

 

We have delivered a robust performance of +5.2% in our Products 

division; a solid performance in our Trade division up 2.2%; and a 

performance improvement in our Resource division. 
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In 2018, we have delivered a record operating margin of 17.2%, an 

improvement of 40bps at constant currency as we benefited from 

operating leverage linked to revenue growth, productivity 

improvements and from our portfolio mix. 

I am proud of the organisational discipline on margin, having 

increased margin from 15.5% to 17.2% over 4 years, a +170 BPS 

improvement. 

 

We believe there is scope for further margin improvement, and we 

will remain focused on margin accretive revenue growth. 
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Our cash performance was strong with a cash conversion of 126%. 

 

We are very disciplined on cash management and 2018 marks the 

4th consecutive year of significant WC reduction as a percentage of 

Sales, now at 3.9%. 

 

Our net debt to EBITDA ratio was 1.4x at the end of 2018. 
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Acquisitions are important to gain access to businesses with strong 

IP and market leading positions. 

We are targeting acquisition opportunities in attractive growth and 

margin sectors. 

In 2018 Intertek acquired 4 companies, with the most significant 

being Alchemy in August. 

Alchemyôs performance is on track and I would just like to give you 

an update on the progress we are makingé  

Alchemy is an industry leader and expands our TQA value 

proposition in the high-margin capital-light Assurance sector with 
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SaaS platforms focused on the attractive food and multi-site retail 

markets. 

It has a strong growth track record and operates a quality business 

model: scalable, high margin, strong cashȤconversion and capitalȤ

light.  

In the last few months I have spent quality time with our colleagues 

from Austin, Montana and Toronto.  

 

I have been impressed by the quality of our teams, with industry 

leading expertise in the SaaS technology. 

 

The integration plans are on track and we have created 2 separate 

sales and marketing organisations to scale our industry leading 

platforms in Food Manufacturing and Multi-site Retail.  

 

In the last 6 months, we have been pleased with the progress made 

with existing and new clients. 

 

In line with our acquisition strategy, we see tremendous 

opportunities to win new clients based on the size of the N America 

markets.  
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I have personally been involved in several new client meetings for 

Alchemy and there is no question that corporationsô needs for better 

People Assurance is significant. 

 

Equally, there are a lot of opportunities to upsell our existing services 

with existing clients by increasing penetration of existing solutions 

and by offering new innovative services. 

 

We expect Alchemy to accelerate the strong growth momentum of 

our high margin and capital light Assurance Business. 

 

I will now hand over to Ross who will take you through our financial 

results in detailé 
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Thank you André and good morning everyone. 

 

As André has described, we have accelerated our revenue growth 

with robust EPS growth and a strong cash performance. I will now 

take you through some of the detail underlying our results.  
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In summary, the Group has delivered revenue growth acceleration in 

2018 with 3.7% organic revenue growth at constant rates, and strong 

progress on margin and free cash flow, with an EPS growth of 7.7%, 

being 1.6X faster than revenue and a strong cash conversion of 

126%. 

 

The negative FX impact on total revenue was 350bps for the year 

driven by the appreciation of sterling, primarily against the Dollar and 

Renminbi. 

 

At constant rates, Operating profit progress was up 6.9% to £482m, 

and margin was up 40bps.   

 

Our Operating profit was up 3% at actual rates. 
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Net Finance Costs of £25.3m, were down £3.6m compared to last 

year, reflecting the Groupôs deleveraging prior to the acquisition of 

Alchemy and FX movements. 

 

Our tax rate was 24.7%, being up 20bps reflecting the unwind of the 

one-off impact of US tax reforms in 2017, offset by the mix of our 

global business. 

 

So overall, fully diluted EPS grew 6.7p to 198.3p, being up 3.5% at 

actual rates and up 7.7% at constant rates.  

 

We also delivered a strong cash performance in the year, with our 

focus on working capital leading to an increase in free cash flow to 

£351m. 
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The Group recorded a 40basis point improvement in total operating 

margin in 2018 at constant rates, increasing to 17.2%.  

 

Organic margin improved by 30bps at constant rates, driven by 

margin accretion in Products and also by the benefits of the stronger 

portfolio mix which contributed 10 basis points. 

 

M&A had a positive impact of 10bps reflecting the impact of our 2017 

and 2018 investments in high-growth, high-margin sectors. 

 

Finally, and as expected, FX had a slightly negative impact on the 

Group margin of 10bps. 

 

Now turning to Group cash flow and net debté 
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Free cash flow at £351m was £9m higher than prior year at actual 

rates. We continued to deliver strong improvements in working 

capital, which was 3.9% of sales at December 2018.  

 

We invested £110m in Capex.   

 

FCF conversion was strong at 109% of adjusted net income. 

 

The acquisitions made in 2018 led to an outflow of £388m which 

resulted in an increase in Net Debt to £778m, a 1.4x net debt to 

EBITDA ratio. 

 

 

Now turning to our financial guidance for 2019é 
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The expected Net Finance Costs will be around £31-33m. 

 

The effective tax rate is expected to be in the 24.5 ï 25.5% range.  

 

Minority interests will be £21-23m. 

 

For your models Iôve set out the number of shares for the EPS 

calculation. 

 

We are currently expecting full year capex to be £130 - 140m. 

 

For net debt, we expect to close the year at between £670m and 

£700m, although noting that this guidance is stated before any M&A, 

any material movements in FX and is pre the impact of IFRS16. 
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I would now like to hand you back to Andr®é  
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Thanks Ross for a comprehensive review of our 2018 results. 
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We have made continuous progress since 2015, capitalising on our 

strengths and implementing our 5x5 differentiated strategy for 

growth. 

Today, I would like to give you an update on where we see the 

Quality Assurance market, what we have accomplished in the last 

few years and how we plan to drive sustainable growth. 
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The global trading landscape has changed structurally over the last 

50 years... 

Today we operate in a truly global market, with international trade 

representing 72%% of global GDP. 

In addition to global growth, we see attractive growth at the regional 

and local levels. 

I meet clients on a regular basis and during my travels I typically host 

industry events in the regional capitals. 
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 A recurring theme is the exciting growth opportunities in the local 

and regional trade based on the economic expansion in these 

regions. 

We all have seen the trade growth in the India Ocean and in South 

East Asia accelerating and there are other interesting opportunities 

ahead like the One Belt One Road, the Cross Africa trade routes, the 

development within the Med and LatAm. 
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Global trade expansion has fundamentally changed the way 

companies operate today.  

 

Corporations have taken advantage of new, low-cost sourcing from 

around the world. 

 

They have moved to multi-tier sourcingéwith Tier1, Tier 2, Tier 3 

suppliers. 

 

Distribution activities have become global and multi-channel. 

 

Consumers are becoming more demandingéthey seek greater 

variety, better quality and faster response and delivery times. 
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These fundamental changes in the way corporations operate globally 

have dramatically increased the complexity of their operations and 

therefore the quality and safety risks inside their supply chains. 

 

This growing complexity is driving increased demand for end-to-end 

quality assurance as corporations increase their focus on systemic 

operational risk. 
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Thatôs why in 2015 we have introduced ATIC solutions to help our 

clients manage greater complexity.  

Total Quality Assurance with our ATIC solutions is mission critical for 

our clients. 

¶ TIC provides quality and safety controls in high risk areas 

¶ Assurance provides an end-to-end assessment of quality and 

safety processes 
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Our differentiated TQA Value Proposition provides a superior 

customer service. 

 

Globally across all of our businesses, we support the existing and 

emerging Quality Assurance needs of our customers in each area of 

their operations: 

-R&D 

-Raw Material Sourcing 

-Components suppliers 

-Manufacturing 

-Transportation  

-Distribution and Channels management  

-Consumer Management 
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We are pleased with the progress we have made implementing our 

disciplined and accretive portfolio strategy.  

We are moving the center of gravity of the group towards the high 

growth and high margin sectors. 

We have delivered consistent mid-single digit organic growth in our 

high-margin Product sector, which now represents 60% of our 

Revenues and 77% of our Profit. 

We have seen excellent growth in the capital light, high margin 

Assurance segment which has doubled in size and now represents 

16% of Group revenues.  
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Having reviewed our differentiated TQA value proposition and the 

effectiveness of our portfolio strategy, letôs look at our financial score 

card in the last few yearsé 
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In 2015, we established a disciplined and systemic performance 

approach, focused both on leading and lagging indicators with 

rigorous processes.  

This approach has enabled us to deliver consistent progress on 

revenue, margin, cash and ROIC. 

On a 4-year CAGR basis we have delivered: 

¶ 7.6% revenue growth 

¶ 10.4% Op growth 

¶ 17.4% Free cash flow growth 

¶ 19.2% DPS growth 
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¶ Our Margin is now at 17.2%, +170 BPS.  

¶ We have invested selectively in growth through Capex and 

M&A. 

¶ Our average ROIC has been 22.7%  

 

We have created sustainable value creation, focusing our operations 

on what we call the XPerformance Factor to convert revenue growth 

in higher OP, FCF and TSR growth.  

Between 2014 and 2018, our average OP growth has been 1.6X 

faster than Revenue growth while our FCF and TSR growth have 

been faster respectively by 2.3 and 2.8X. 
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The world of our clients is getting more and more complex and 

companies are increasing their focus on risk, which creates ever 

bigger growth opportunities for Intertek given our unique TQA value 

proposition that offers systemic end-to-end ATIC services.  

 

We are on a good to great journey and we firmly believe in 

continuous improvement to take Intertek to greater heights.  

 

From our strong base, we see opportunities to deliver stronger 

performance across all aspects of our business, including:  
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¶ our differentiated service offering with margin-accretive 

innovations 

¶ our customer centric approach to sales 

¶ our operational excellence discipline 

¶ our systemic margin management 

¶ and our daily focus on cash management.  

 

We are confident that with our Ever Better operational discipline 

Intertek will continue to go from strength to strength. 

 

 

Last year I shared with you our approach to Margin management. 

 

This year I would like to cover Innovation and share with you how we 

plan to seize these attractive growth opportunities ahead, developing 

new services that help our clients resolve complex issues in their 

supply chainsé 
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The pace of change is accelerating at the speed of light in multiple 

directions.  

The changes that corporations have to deal with are significant. 

This is the world we live in. 
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Letôs just take a couple of examplesé 

The growth in the number of new products is driving increased 

quality risks, as illustrated by the growth in the number of food, drink 

and medical device recalls. 

Cyber risks have increased too with more frequent data breaches 

and hacking. 
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To support our clients operate in this increasingly complex world, we 

focus on innovation. 

We pursue 3-tiered approach: 

¶ Building on the strengths of existing ATIC services, which we 

call Innovation from the Core; 

¶ Developing new products and services in Adjacent fast-growing 

and high-margin markets; 

¶ Developing new Breakthrough products and services, creating 

new markets. 

Let me give you some examplesé. 

  


