l“ Nielsen Holdings plc (NLSN)

Updated November 12, 2019 by Jonathan Weber

Key Metrics
Current Price: S21 5 Year CAGR Estimate: 7.6% Volatility Percentile: 70.7%
Fair Value Price: S24 5 Year Growth Estimate: 3.5% Momentum Percentile: 11.4%
% Fair Value: 86% 5 Year Valuation Multiple Estimate: 3.0% Growth Percentile: 25.4%
Dividend Yield: 1.2% 5 Year Price Target $29 Valuation Percentile: 89.2%
Dividend Risk Score: D Retirement Suitability Score: B Total Return Percentile: 89.0%

Overview & Current Events

Nielson Holdings plc is the global leader in market share research, data, information, and measurement. The company
was originally founded by Arthur C. Nielsen, Sr., who invented the approach to measure sales performance using the
concept of ‘market share’. Nielson operates in two reporting segments: Watch (which provides television ratings) and
Buy (which provides research on consumer behavior). Revenue is roughly equally split between the two business units.
Nielsen was taken private in May 2006 by a consortium of private equity firms, and later was listed in the public markets
through an IPO in January of 2011. Nielsen’s shares trade with a market capitalization of $7.5 billion.

Nielsen reported its third quarter earnings results on November 9. The company announce that its revenues totaled
$1.61 billion during the quarter, which was 0.6% more than the revenues the company generated during the previous
year’s quarter. Revenues were in line with what the analyst community had forecasted.

Nielsen reported earnings-per-share of $0.51 for the third quarter, which was ahead of the analyst consensus estimate
by more than 20%. Nielsen forecasts earnings-per-share in a range of $1.77 to $1.83, which would represent a
substantial increase versus 2018, and which is more than the previous guidance range, which had a midpoint of $1.75.
Management also announced results from the strategic review. The company will spin off its Global Connect business,
thereby creating two independent publicly traded companies. On top of that, Nielsen announced that it would cut its
dividend from $0.35 per quarter to just $S0.06 per quarter, which brings its dividend yield to a low level of just 1.2%.

Growth on a Per-Share Basis

Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2024
EPS --- --- $1.61 $1.87 $2.08 $2.52 $2.63 $1.39 $1.20 S0.96 $1.80 $2.14
DPS === === === === $0.72 $1.00 S$1.09 S$1.21 $1.33 $1.39 $0.24 $0.30
Shares! === === 360 363 379 371 362 358 356 355 353 345

Nielsen only went public in 2011, following a go-private deal in 2006. Therefore, there is no data on how Nielsen has
performed during the years of the financial crisis. Since its IPO, Nielsen has not been able to grow consistently. The
company’s earnings-per-share grew at an attractive pace between 2011 and 2015, before falling for three years in a row.
Management expects earnings-per-share will rise substantially during the current year, but even if the guidance holds
true, Nielsen will only be marginally more profitable than during the year of its IPO 8 years earlier.

Nielsen has been negatively impacted by adverse currency rate movements during the recent past. Once the currency
rate headwind vanishes Nielsen’s reported top line growth should improve. Nielsen is not active in a high-growth
business, which is why investors should not expect overly high revenue growth rates, though, even when currency rates
cease to be a headwind. Management believes that the company’s growth will improve once the company has split into
two separate entities, the dividend cut frees up cash that can be invested in growth initiatives.

Management forecasts low-single-digit revenue growth for 2019. Through some top line growth, some margin
expansion, and stock buybacks, Nielsen should be able to grow its earnings-per-share by 3%-4% going forward.

L In Millions
Disclosure: This analyst has no position in the security discussed in this research report, and no plans to initiate one in the next 72 hours.
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Valuation Analysis
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2.4% 3
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13.5
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Nielsen trades at close to 12 times this year’s expected net earnings, using the midpoint of management’s guidance. This
is the lowest valuation in years, which is why shares look relatively cheap versus how Nielsen’s stock was valued in the
past. We believe that the 20+ price to earnings multiples from 2016-2018 were too high by far, and that Nielsen should
trade at a mid-teens price to earnings multiple, which provides some upside potential from the current price.

Safety, Quality, Competitive Advantage, & Recession Resiliency

Year

2009

Payout

2010

2011 2012 2013 2014 2015

=== === 34.6% 39.7% 41.4%

2016
87.1%

2017 2018 2019
111%  145% 13.3%

2024
14.0%

Nielsen’s dividend history is not overly long, but since 2013 the company had paid dividends regularly while also
increasing its payout for several years in a row. Following the decision to cut its dividend to just $0.06, the stock is no

longer interesting for income focused investors. Management explains that the dividend cut was based on a decision to
improve balance sheet strength and to allow for higher growth investment spending.

Nielsen is the global leader in its industry, which makes Nielsen relatively safe versus competition from other market
research companies. The company has advantages in terms of scale, and benefits from a presence in all relevant
markets. Cord-cutting and the rise of TV alternatives such as Netflix is a long-term headwind for Nielsen’s televisions
rating business. Nielsen would likely see considerable declines in its profitability during a major economic downturn.

year, but Nielsen will nevertheless not turn in high rates of growth in the future. Following the recent dividend cut,

Final Thoughts & Recommendation

Nielsen is the leader in its industry, but unfortunately the company has not been able to capitalize on its scale advantage
over the last couple of years, as profitability has declined for several years in a row. 2019 looks like it will be a stronger

Nielsen is not attractive for income investors any longer. Shares promise solid total returns, but forecasted returns are
not high enough to make us rate Nielsen a buy. At current prices, Sure Dividend rates Nielsen a hold.
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Nielsen Holdings plc (NLSN): Total Return Decomposition
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Sure Analysis Estimates

Click here to rate and review this research report. Your feedback is important to us.

Disclosure: This analyst has no position in the security discussed in this research report, and no plans to initiate one in the next 72 hours.
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Income Statement Metrics

Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Revenue 4808 5126 5328 5407 5703 6288 6172 6309 6572 6515
Gross Profit 2785 2997 3140 3182 3305 3668 3633 3702 3807 3710
Gross Margin  57.9% 585% 58.9% 58.8% 58.0% 583% 58.9% 587% 57.9% 56.9%
SG&A Exp. 1523 1648 1829 1724 1815 1917 1915 1864 1873 1958
D&A Exp. 562 558 529 520 521 573 574 603 640 675
Operating Profit 705 791 809 965 980 1178 1144 1235 1294 1077
Op. Margin 14.7%  15.4% 15.2% 17.8% 17.2% 18.7% 185% 19.6% 19.7% 16.5%
Net Profit -491 130 84 273 740 384 570 502 429  -712
Net Margin -10.2%  2.5%  1.6%  5.0% 13.0% 6.1% 92% 8.0% 6.5% -10.9%
Free Cash Flow 235 209 274 426 527 681 801 863 821 538
Income Tax -197 -46 6 122 91 236 383 309 388  -182
Balance Sheet Metrics
Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Total Assets 14600 14429 14504 14585 15530 15326 15303 15730 16866 15179
Cash & Equivalents 514 421 319 288 564 273 357 754 656 524
Acc. Receivable 1080 1110 1196 1241 1235 1171 1280 1118
Goodwill & Int. 11813 11703 11716 11907 12465 12386 12555 12581 13572 12011
Total Liabilities 11788 11533 9863 9607 9723 10193 10676 11437 12423 12136
Accounts Payable 1000 962 180 150 143 223 216 238 296 288
Long-TermDebt 8655 8558 6763 6584 6640 6812 7338 7926 8441 8387
Total Equity 2798 2887 4633 4930 5729 5056 4433 4102 4245 2847
D/E Ratio 309 29 146 134 116 135 166 193 199  2.95
Profitability & Per Share Metrics
Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Return on Assets -3.3% 0.9% 0.6% 1.9% 4.9% 2.5% 3.7% 3.2% 2.6% -4.4%
Return on Equity  -20.5%  4.6%  2.2% 57% 13.9% 7.1% 12.0% 11.8% 10.3% -20.1%
ROIC -43%  1.1%  07% 2.4% 62% 3.1% 4.8% 42%  3.4%  -5.9%
Shares Out. 360 363 379 371 362 358 356 355
Revenue/Share  17.55 1833 14.90 14.76 14.97 1636 16.64 17.42 1835 18.32
FCF/Share 08 075 077 116 138 177 216 238 229 151

Note: All figures in millions of U.S. Dollars unless per share or indicated otherwise.

Disclaimer

Nothing presented herein is, or is intended to constitute, specific investment advice. Nothing in this research report should be construed as a recommendation to follow any investment strategy
or allocation. Any forward-looking statements or forecasts are based on assumptions and actual results are expected to vary from any such statements or forecasts. No reliance should be placed
on any such statements or forecasts when making any investment decision. While Sure Dividend has used reasonable efforts to obtain information from reliable sources, we make no
representations or warranties as to the accuracy, reliability or completeness of third-party information presented herein. No guarantee of investment performance is being provided and no inference
to the contrary should be made. There is a risk of loss from an investment in marketable securities. Past performance is not a guarantee of future performance.




