Shape up to profit
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Attracting investors: Holly Tucker, left, and Sophie Cornish of Notonthehighstreet.com

from a fast-changing market

g

Controlled growth, backed by a clear
business plan and solid financing,
delivers success in these uncertain
times, says BDO’s Alex White

utting costs and post-

poning expansion

plans is tempting in

turbulent economic

times, but it can be

wasteful in the long run and

change a firm’s character with

far-reaching consequences.

Business involves risk and it

demands a determination to

succeed, so ambitious firms are

pressing ahead with actions to
drive controlled growth.

Companies such as those on
the Fast Track 100 are investing
and innovating to seize oppor-
tunities arising from wide-
reaching changes in the global
market. Some are making acqui-
sitions or looking overseas for
new sources of revenue. Many
more are developing new prod-
ucts and services. All under-
stand that having finance in
place to move quickly in the
coming months will be crucial
for future success.

Firms that can win inves-
tors’ confidence with a clear
business plan, a willingness to
innovate and an outstanding
management team, will be ina
strong position to respond deci-
sively to opportunities as the
international economy evolves
and potential customers re-
assess how and what they buy.

‘What's more, our latest BDO

Private Equity Survey, pub-
lished last month, has con-
firmed that investor appetite
for outstanding ventures is still
growing and that the pressure
to deploy funds in good busi-
nesses is intense. More than
half of the private-equity man-
agers we polled said they ex-
pected to ratchet up invest-
ment in 2012. Technology, busi-
ness services, healthcare and
energy are the sectors forecast
toreceive the most interest, but
no sector is excluded.

Our research also suggested
that firms supported by private
equity were likely to outper-
form the market. Nearly two
thirds of those polled thought
they had outpaced their sector
while three quarters said they
were growing.

These findings are likely to
cheer the 20 league-table com-
panies, including Amber Tav-
erns (No 47), restaurant oper-
ator Patisserie Valerie (No 52)
and online sports retailer
Wiggle (No 85), that have kick-
started their growth plans by
winning backing from private-
equity backers, venture capital-
ists or business angels.

Many league-table firms are
already demonstrating the
strong competitive advantage
that early investment and

growth can  deliver. Take
Notonthehighstreet.com, the
online marketplace at No 9 on
the list. Last year the company,
which sells unique items hand"
made or hand-picked by some
of Britain’s best small creative
businesses, secured £7.5m of
funding from Index Ventures
and Greylock Partners, which
joined the existing investors
Venrex and Spark.

Support from experienced
investors — Index has backed
previous Fast Track 100 league-
table firms, including Net-a-
Porter and Lovefilm — has
helped the venture to double its

growth rate year-on-year
desplte a worldwide recession,
say Sophie Cornish and Holly
Tucker, who co-founded the
firm in 2006. Sales have grown
from £913,000 in 2007 to £15.1m
in 2010. The firm plans to use
the additional investment to
upgrade its website, expand
abroad and support up to 3,200
sellers by 2013.

BDO's research found that
almost 40% of private-equity-
backed companies are consid-
ering bolt-on acquisitions to
grow shareholder value prior to
an exit. The strategy is also
proving popular among league-
table firms. This year, at least 14
have attributed their sales

growth to acquisitions. Among
them is the No1 company, phar-
‘maceutical-services provider
Clinigen, which has added
sales of £17m this year by snap-
ping up rivals and complemen-
tary service providers such as
Keats Healthcare.

‘The extra cashflow the Keats
deal generated allowed Clin-
igen to acquire the rights to
manufacture and distribute the
anti-viral medicine Foscavir
from Astra Zeneca. The trans-
action was the first example of
Clinigen’s strategy of acquiring
medicines that have been side-
lined by manufacturers. Over
the past year it has reviewed
about 4,000 drugs to identify its
next targets. Clinigen also man-
ages the distribution and
supply of unlicensed drugs, in
line with medical guidelines, to
named patients with specific
requirements. As a result, sales
Tose an impressive 242% a year,
from £875,000 in 2008 to £35m
in2011.

Ambition is vital, but so is
careful management in today’s
market. Quercus Publishing, at
No 79, has taken a measured
approach to expansion after
the international success of
Stieg Larsson’s bestselling Mil-
lennium Trilogy, which helped
boost sales from £8.6m in 2007
to £31.8m in 2010. The firm is
developing its intellectual-

Britain’s economic recovery. As
the Fast Track 100 research
shows, together, the league-
table companies added a total
of 4,800 jobs to their payrolls
over just the past financial
year, a rise of 36%.

With a positive mindset and
willingness to take managed
risks, business can develop the
character needed to succeed in
challenging markets and
emerge as the long-run
winners in their market.

BDO in Britain and member
firms around the world support
entrepreneurs through a full
range of financial advisory
services to help businesses
adapt to changing conditions
and respond to growth opportu-
nities when they arise.

After more than three years
of economic turmoil and no
immediate end in sight, we are
seeing a distinction emerge
between companies seeking
out growth and those who
batten down the hatches
waiting for it all to get better.

Our most successful clients
are pressing ahead with plans
for the future, even if the
journey is uncertain, rather
than merely reacting to the
present. We see this evidenced
by the referral activity in our
international network, helping
companies to raise finance and
suppm in business planning.

property base,
reach and digital pubhshmg
operations, according to
founder Mark Smith.

Over the coming years, pri-
vate firms such as those on the
Fast Track 100 have the ambi-
tion and momentum to deliver
the growth that will help drive

tories
for the next 10 years will come
from companies that have the
nerve and financial capability
to move forward while others
risk being left behind.
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