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Q1 2023 Aide Memoire 

Highlights of Q4 and full-year 2022 
• Business momentum continued during the last part of 2022 with accelerating organic growth, solid 

operating margin and free cash flow improvements. 
• Execution of the OneISS strategy continued, and the consolidated financial turnaround were 

achieved. ISS is now entering the next phase of the strategy, targeting to deliver strong growth at 
sustainable and attractive margins 

• Organic growth was 9.4% in Q4 and 7.8% for the full-year 2022. The strong organic growth in the 
quarter was driven by the return-to-office trend as well as scope and price increases, with prices in 
Turkey contributing with around 1.5%-points to the organic growth for the full-year.  

• Operating margin before other items excluding hyperinflation effects (IAS 29) was 3.8%, and free 
cash flow amounted to DKK 1.7 billion positively impacted by tight management of working capital 
including benefit from certain early payments from customers related to 2023 of approx. DKK 0.2 
billion and as expected a slight increase in utilization of factoring, 

• At the end of 2022, financial leverage was reduced to 2.6x from 3.8x at the end of 2021. Based on 
financial results for 2022, the Board of Directors has proposed to the annual general meeting to 
pay a dividend for 2022 of 20% of adjusted net profit, corresponding to a total dividend of DKK 390 
million and DKK 2.1 per share. 

• The integration of the Swiss acquisition, Livit FM, is progressing well. Key IT migration processes 
were concluded ahead of plan and operational integration has been successfully completed. A 
significant share of the synergies is realised, leading to the business being margin accretive to both 
country and Group. 

• ISS has well-embedded processes in place, to tightly manage inflation through price increases and 
operational efficiencies. As a result, the operating margin in 2022 was generally unaffected by 
inflation. 
 

Financial outlook for full-year 2023 
• Organic growth: ‘4 - 6%’: Growth will be driven by price increases to offset cost inflation as the tight 

management of inflation will be maintained. In addition, underlying volume growth from 
annualisation of the return-to-office trend and continued customer investments in workplaces and 
services are expected, as well as positive contribution from contract wins and expansions. A 
negative impact is expected from a lower level of projects and above-base work. 

• Operating margin: ‘4.25 – 4.75%’: The main drivers of the year-on-year increase are continued 
improvement in the previous hotspots; UK, France and on the Deutsche Telekom contract, positive 
impact from OneISS efficiencies and cost initiatives, as well as operating leverage from higher 
revenue. 

• Free cash flow: ‘Around DKK 2.0 billion’: The increase from 2022 will be driven by the expected higher 
operating profit before other items and the absence of payments related to restructuring projects 
initiated in 2020. Changes in working capital are expected to be negative driven by revenue growth 
and customer prepayments made in 2022, while capital expenditures are expected in line with 
depreciation and amortisation. 
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Key management quotes from full-year conference call 
• ..there's no doubt about that, growth is expected to be higher in the first half of this year compared to 

the second half, exactly as you're saying, predominantly because the comparison gets tougher 
throughout the year… But you're right, our Q4 growth last year, of course, was very high, which also 
means that we are entering the year with a strong growth run rate. 

• On the margin side, I think the easiest thing is to take the exit position for 2022 as a starting point. And 
if you're adjusting that one for seasonality, the above 4%, which is the exit position, then that would be 
3.25% for the first half. But we do expect to see underlying improvements in the first half. So I expect 
the margins to be around 3.5% for the first half. And then that obviously means that margins in the 
second half is going to be greater than 5% to take us to a margin range between 4.25% and the 4.75%. 

• I do expect the cash flow predominantly to be generated in the second half of this year. And the two 
main reasons for that is, one, the DKK 200 million of prepayments that we have spoken about. And then 
the fact that we expect a slight negative working capital, and that will happen already from the first 
half because of the strong growth that we expect to see in the first half of this year. 

• …If an invoice is eligible for factoring and it makes sense for therefore, makes sense from an economic 
perspective, then, of course, we will use factoring. But we will be fully transparent, as Jacob said, around 
the level, the expected level. I do expect a slight increase in factoring also this year because I think with 
the customers that we will grow with, you will have some more invoices that are eligible for factoring, 
but not dramatical amounts in any way, shape or form, a small increase. 

• …. do remember that this industry usually is very resilient in economic recessions for the simple reason 
that we are an outsourcing business. And people looking for cost savings will also lead to an increased 
amount of first-time outsourcing, and we are having those dialogues at the moment. So no drama on 
that front. 

• ..we're very pleased with the Livit acquisition. It's a fantastic franchise that has joined the ISS family and 
some fantastic capabilities. So we're very pleased with that….. In terms of the synergies, there's no doubt 
that our integration has gone very smooth and that means systems integrations and also how we have 
integrated the operating structure into our operating structures in Switzerland. …... And we have a 
phenomenal team that has been running this with a very high cadence following the very strong 
playbooks that we have agreed as part of our new systematic approach to M&A, and they have 
delivered very well. So there's big kudos to the team that has delivered there. 

• When we think about M&A, it's important that it hits all of our criteria. And a key criteria for us is that 
it is strategically -- a strategic fit that fits with the OneISS strategy and enhances our ability to execute 
on our strategic ambitions. I say that because we're not just sitting there waiting for something to pop 
up due to a financial issue or an economic environment. We are very -- in a very structured fashion, 
targeting assets that will enhance our ability to execute and create value for you. That's important for 
us, and it has to be stringently a very strong financial accretive business case, as you know. 
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Factors impacting comparative figures from Q1 2022 
• Organic growth in Q1 2022 was 5.4% as portfolio revenue recovered from a low level in Q1 2021 

driven by return-to-office trends in large markets, price increases implemented globally and solid 
demand for projects and above-base work. 

• Throughout 2022 organic growth accelerated from 5.4% in Q1 to 9.4% in Q4. Q1 2023 will benefit 
from annualization from return-to-office, price increases and net new wins offset by Covid-19 related 
above-base work. As a result, growth is expected to be strong in Q1 2023.  

• Compared to activity level pre Covid-19 (Q1 2019), organic growth was at index 103 in Q1 2022 driven 
by growth in technical and cleaning. Only food services were below Covid-19 levels at index 80. 

 
 

Developments since Annual Report 2022 
• Resignation of Group CEO 

O Group CEO Jacob Aarup-Andersen has submitted his resignation to the Board of Directors 
as he has accepted a new position as CEO of Carlsberg Group. ISS will now initiate a search 
for a new Group CEO. Jacob Aarup-Andersen will stay on as Group CEO until a successor has 
been found. 

O ISS has a solid strategic, commercial, and operational foundation and a strong leadership 
team to continue the execution of the OneISS strategy. 

 

Financial targets from 2024 and beyond (unchanged) 
• Organic growth of 4-6% 
• Operating margin sustainably above 5% 
• Cash conversion of more than 60% 
 


	Q1 2023 Aide Memoire
	Highlights of Q4 and full-year 2022
	Financial outlook for full-year 2023
	Key management quotes from full-year conference call
	Factors impacting comparative figures from Q1 2022
	Developments since Annual Report 2022
	Financial targets from 2024 and beyond (unchanged)


