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Introduction 
Omnicom Group Inc. provides advertising, marketing, and 
corporate communications services. The  
Company's agencies operate in major markets around the world 
and provide services including traditional media advertising, 
customer relationship management (CRM), public relations, and 
specialty communications. The company ranks as the world's #1 
corporate media services conglomerate, with 1,500 agencies 
across 100-plus countries conducting advertising, marketing, 
and public relations operations. It serves global clients through 
its agency networks BBDO Worldwide, DDB Worldwide, and 
TBWA Worldwide. Agencies such as OMD, PHD, and Hearts & 
Science comprise the Omnicom Media Group, which provides 
end-to-end, data-driven media services. Omnicom's Diversified Agency Services includes 200 companies 
providing customer relationship management (CRM) as well as branding and research, events and public 
relations.  
 

Recommendation – BUY 
 

 Our investment thesis is principally focused on 
how Omnicom can use its current tools to gain 
competitive leverage against other advertising 
agencies, booming opportunities in the 
advertising world for the upcoming year, and their 
client centric approach to business as well as the 
advancement of technologies that OMC can 
potentially leverage on. We have further proven 
the potential growth OMC could bring to the 
portfolio with its outstanding data in terms of 
liquidity, growth as well as earnings. Other than 
that, we estimate OMC’s stock to have an upside 
of approximately 19%. In addition to that, OMC has reputable management team, they are focused on 
data privacy and they have been making wise and unbiased decisions. Therefore, we recommend a BUY 
on Omnicom Group Inc (OMC).  
 

Key Drivers 

1. Direct and Personalized Content 
In 2018, OMC rolled out Omni, its people-based precision marketing and insights platform, designed to 

identify and define personalized consumer experiences at scale across creative, media, CRM as well as 

other Omnicom practice areas. Omni continues the group’s strategy of neutrality with no ownership 

interest in data or tech partners. This ensures the agility and flexibility to continuously source the right 
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vendors and application partners in an ever-changing data and technology ecosystem.  At the core, 

Omni is the industry’s most robust people-based identity graph - a database of connected consumers 

The identity graph links second-by-second consumer behaviors to reveal how people connect, engage 

and transact with brands, joining data sets using a methodology that respects regional regulatory and 

privacy practices. Additionally, Omni is designed to integrate with marketing cloud providers, allowing 

clients to get the most from their first-party data and mar-tech investments. As direct and personalized 

advertising tend to be more appealing to consumers, it is likely that the rollout of OMNI will attract new 

clients that are eager to promote their brands. 

2. 2020 Marketing Boom 
As the United States gears up for the 2020 presidential election, political advertising is expected to 
become a big contributor to total advertising spend. We expect a total of $6 billion revenue. With that, 
OMC is likely to ride on that opportunity as candidates are now more inclined to personalized and data-
driven advertisement than mass marketing on digital platform like Google and Facebook.  

 
Other than that, Summer Olympics that is being held in Tokyo, Japan in 2020 is expected to bring high 
return to OMC. A lot of companies optimize Olympic partnerships and sponsorships to build brands, 
showcase products and engage with consumers. With OMC’s acquisition and active expansion in Japan, 
as well as hiring experienced Director of Sponsorship Planning with an emphasis on Olympic 
sponsorship. GMR, one of OMC’s subsidiaries is responsible for developing marketing strategies and 
supporting Olympic and sponsorship clients and they are expected to bring in new clients for OMC. 
 
Recently in October, OMC is awarded the planning and buying duties in the U.S. for Disney Studios—
which includes Pixar, Marvel Studios, Lucasfilm, Walt Disney Pictures and Walt Disney Animation, as well 
as now the Twentieth Century Fox Film Corp, Fox Searchlight Pictures and Twentieth Century Fox Home 
Entertainment. It also won Walt Disney’s business in Canada. While OMC winning most of the business 
in the deal that is worth $3B, OMC is expected to bring home at least $1.8B revenue globally.  
 

3. Organic Growth  
In third-quarter 2019, organic growth was 2.2% across all geographic regions. Although organic growth is 

observed across disciplines and across different regions, we will be highlighting three areas which 

include healthcare marketing and esports marketing that have had the higher organic growth.  

Healthcare Marketing   

OMC’s subsidiary, Omnicom Health Group (OHG) is focused on healthcare marketing. With its strategic 

acquisition and expansion in the world’s second largest pharmaceutical market, Japan, data-driven as 

well as consumer-centric marketing, OMC can perform exceptionally well in healthcare marketing. This 

is mainly because of its alignment of individual healthcare brands in the portfolio by clients' customer 

segments across four key disciplines. The four disciplines include professional that specializes in 

communicating with healthcare professionals, patient that focuses on patients’ experiences, payer that 

manages institutional access, reimbursement and pricing as well as medical, evidence and regulatory 

working that mainly work with highly complex scientific data and translate them into effective strategies 

and peer-to-peer education programs for the medical community. 
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Esports Marketing 
Esports has experienced double digit growth for several years and boasts a global community of 148 
million enthusiasts. We expect a sponsorship income of $456.7 million where companies promote their 
brands at the Esports league followed by advertising income of $189.2 million. As a result, eSports 
continues to attract a young, high-income audience that appeals to advertisers and content creators 
alike. For more than 15 years, OMC has worked with a broad range of top-tier clients to plan, manage 
and execute strategic gaming sponsorships across the Americas, Asia Pacific and Europe. As more 
gaming companies to be launching esports league with their franchise and the growth in Asia countries 
especially, OMC with a global market is expected to strive.  

 

Opportunities 
Technology Advancements 
Utilizing virtual reality, marketers can provide consumers immersive experience for goods and services 

they are advertising. With its prior success in VR marketing campaigns, for example boosting 18% sales 

for Kellogg after a VR game launch as well as its success in building Esurance field’s brand  through a 

virtual playoff between professional players and fans, OMC is expected to roll out VR marketing 

strategies that are likely to boost clients’ brand recognition as well as sales revenue.  

With foreseeable roll out of 5G network, faster data communication between devices, marketers will have 

access to real-time analytics. This means that it could be possible to optimize and tweak marketing 

campaigns real-time using AI and marketing automation. In-depth, granular, hyper-targeted, and 

advanced location-based advertising will help create personalized ads to woo customers at the right 

place and the right time. 

AI marketing is often used to boost the return on investment (ROI) of marketing campaigns. This is 

accomplished by using big data analytics, machine learning, and other processes to gain insight into 

marketers’ target audience. With these insights, marketers can create more effective customer touch 

points as well as predicting customers’ future purchase behaviors.  

Valuation 

In order to give our company a fair 

valuation we chose a two-prong approach. 

By using an evenly weighted discounted 

cash flow model (DCF) and a multiple 

method valuation approach we found that 

the estimate price is currently about 

$89.69, which represents a current upside 

of 18.9%. First, we found the DCF intrinsic 

value was $86.36 when using a 10% 

discount rate and perpetual growth rate of 

3%. From 2015-2019 the annual growth 

rate was between 4.65 and 7.5%, this led us 

to choosing a slightly conservative estimate 

of 3%. Net working capital was kept at a 
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10% increase year over year as we know Omnicom has been looking into more and more acquisitions 

every year as well as the average increase being 8% per year. For our multiple’s valuation, we choose to 

use two common methods, P/E and EV/EBITDA. In order to value Omnicom closely with its competitors 

we took the median P/E of their closest 10 competitors and multiplied Omnicom’s EPS of 2018 to find a 

price estimate of $84.42. We then took the EBITDA of Omnicom and multiplied this value compared to 

their next 10 competitors median EV/EBITDA to find the enterprise value. Cash was added to the 

enterprise value which then subtracting debt gave our equity value. This divided by the total amount of 

shares revealed a price estimate of $101.59. We assigned an equal weight to each of these measures 

which gave us a total price estimate of $93.01.  

Peer Analysis 

 

OMC is currently the largest publicly traded marketing company in the United States in terms of its 

market cap. OMC is outperforming its peers with its EPS one-year growth being 5 times higher. As we 

have mentioned earlier in the report, OMC’s organic growth has been outstanding over the years even 

compared to its peers and that is significant towards marketing companies.  

Porter Five Force Analysis  
Competitive Rivalry 2.6 

Currently OMC has a fixed number of actual competitive companies in its industry as of now. They have 
certain products, services, and tools such as Omni and Annalect that set them apart from smaller 
competitors in their area. They also however aren’t in an industry that binds their clients to long 
contracts, rather clients are in contracts that they can leave and change advertising agencies very 
rapidly. Also, many smaller companies offer advertising ideas across many different platforms and 
audience sizes for much cheaper than Omnicom. This has deterred away larger companies who want to 
use true data driven methods and stats to market their business around the globe.  

Threat of New Entrants- 3.9 
Although advertising doesn’t have many governments created barriers, some countries have certain 
laws against what data privacy and what kind of advertising is allowed. This could deter certain other 
participants away from these sectors, but in general most of these are the same. Many new social media 
companies are using different advertising methods to distribute advertising through various channels, 
but don’t have the technology compared to Omnicom to do this in an orderly fashion. They have the 
bandwidth around the world, but not the tools to connect the data points to identify how to market in 
different locations. 
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Threat of Substitutes – 3.0 
Low due to many advertising agencies not being able to offer many of the worldwide services for larger 
clients that Omnicom tends to serve. This makes many smaller advertising agencies a lot less likely to 
poach other clients. Although due to this business and the competitors within it, contracts are regularly 
reviewed and potentially transferred to another agency.  

Bargaining Power of suppliers – 1.0 
Because Omnicom gathers data from so many different sources and considers to us this data in a neutral 
way, there is little bargaining power. There is little bargaining power due to them having their own data 
mining and client marketing software’s Omni and Annalect.   

Bargaining Power of Customers -4.1 
Customers have by far the largest segment distributed in this five-force analysis, due to the industry 
standard of not having very lengthy contracts. This also is large because customers often review their 
contracts and change for slight variations of similar products from different companies.  

 

Risks 

BREXIT 
BREXIT is the scheduled withdrawal of the United Kingdom from the European Union. Following Brexit, 

the UK will have to re-negotiate a trade deal with the EU, potentially changing procedures, and the EU 

could impose tariffs on goods being exported from the UK. These tariffs, combined with a fall in the 

value of the Sterling, could have a heavy impact on manufacturers and retailers in the short to medium 

term. Any rise in the cost of goods and food prices would then hit an already fragile consumer 

confidence and reduce spending. The uncertainties related to Brexit have cross-border operational, 

financial and tax implications could be affecting OMC’s revenues in the UK.  

Marketing Budget Cuts     
 Marketers’ clients are generally able to reduce or cancel current or future spending on advertising, 

marketing and corporate communications projects at any time on short notice for any reason. OMC's 

100 largest clients represent approximately 51% of OMC’s revenue. A significant reduction in spending 

on OMC's services by their largest clients, or the loss of several of their largest clients, if not replaced by 

new clients or an increase in business from existing clients, would affect OMC’s revenue. 

Foreign Currency Exchange Rates Fluctuations 
 OMC’s international operations represent approximately 48% of their 2018 revenue. OMC operate in all 

major international markets including the Euro Zone, the United Kingdom, or the U.K., Australia, Brazil, 

Canada, China and Japan.  Agencies under OMC transact business in more than 50 different currencies. 

Substantially all their foreign operations transact business in their local currency and accordingly, their 

financial statements are translated into U.S. Dollars. As a result, both adverse and beneficial fluctuations 

in foreign exchange rates impact OMC.  
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Management 

The three management officers we chose to view in Omnicom was their CEO John Wren, Executive Vp 

and CFO Philip Angelastro, and Senior VP and CAO Andrew Castellaneta. John Wren was one of the 

original people who helped created Omnicom in 1986 and has been recognized as one of the best 

preforming CEO’s by Harvard business review. Philip Angelastro held the previous role of VP of Finance 

and Controller and CEO of DAS network in 1997. Lastly, Andrew Castellaneta joined the group in January 

2000 as an assistant controller. He had spent nearly ten years with Walt Disney and IBM before joining 

Omnicom. He currently holds an MBA from the University of Connecticut and CPA in New York State. 

Each of Omnicom’s executive officers has held their present position for at least five years. Excluding 

John Wren who was named Chairman of the Board and CEO in May 2018 and previously served as 

President from 1997 through May 2018. Compensation for high level employees is based on a 4% base 

salary, 53% annual cash incentive, and 43% performance restricted stock. The cash incentive is based on 

goals that are meaningful and challenging, and designed to drive shareholder value. While the 

performance stock is based on three evenly weighted metrics including organic growth, diluted EPS 

growth, and EBITDA margin.  

 

91% of the board are independent director, we expect very informed and unbiased decisions to be 

made in the company. It is noticeable that the average tenure of the board is 10 years, indicating that 

most of the directors are experienced and insightful, especially when they have been through the Great 

Recession and managed to run the company despite the economy downturn.  

 


