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Kinnevik's startup accompany Tradedoubler

Relevant Traffic aims to double turnover by next year

Caption: Relevant Traffic, with Managing Director Håkan Mauritzon, helps firms achieve top rankings in search engine results.

Search marketing group Relevant Traffic intends to become established on three new markets by summer with the help of the SEK 28 million that Kinnevik injected last autumn.

Managing Director Håkan Mauritzon expects the expansion to double the Group's turnover to SEK 240 million for the next financial year.

In September 2005 the Stenbeck-controlled investment firm Kinnevik became a minority shareholder of search marketing firm 

Relevant Traffic. For an investment of SEK 28 million Kinnevik now holds about a 36 per cent stake in the Parent Company Relevant Traffic Europe. The new capital enabled a long-planned expansion to several European markets. Last fall two offices opened in Cologne and Berlin, Germany. Within six months Relevant Traffic will also have a presence in the Netherlands, Denmark and Norway, according to Mr. Mauritzon. Long term plans also include an office in Italy.

“We've been pressured by clients to start on more markets. Over the next few years growth in search marketing will increase as much as in Great Britain and the US – we’re looking at several hundred per cent – so obviously we want to be part of this,” says Mr. Mauritzon.

Over the next year you plan to enter six new markets, with a doubling of your staff. Is there enough money to cover all this?

“Yes, according to our forecasts we have enough funds. Kinnevik is a long-term owner with experience developing firms and it knows the media sector, so we feel secure.”
The expansion strategy is based on offering local knowledge in competition with local players.

“Google dominates the market today, but over time many more search engines will be available. Each market will have four or five local players, which will require us to be there and learn all we can in order to help our clients.” 
The goal is to be able to handle large clients who want to enter more markets, as well as to find potential clients in the new markets.

“We grow with our clients; many are shifting more funds to search marketing and we want to be able to help them throughout Europe. When you take care of a client with a European budget, you must have knowledge about local price comparison services and search engines. Tradedoubler's success was based on a strategy of opening local offices.”
Is Relevant Traffic “doing a Tradedoubler”?

“First we’ll build up the company and we’ve turned to Kinnevik for help to accomplish this. Then we'll see where it leads.”
Are you considering an IPO?

“We have a plan with Kinnevik in the long term to review the situation and take a look at what we’re going to do. We’ll look at the market's terms and conditions and what we want to do based on what we find. But that won't happen for at least a year.”
Would you sell if you received an offer today?

“That's a question for the Board, but I don't think it’s under consideration at this time. Now we’re going to implement our new strategy which is a two- to four-year plan.”
To ensure the expansion the company has launched an employee option program.

In addition, a new managing director will be appointed in order to allow Mr. Mauritzon to devote his attention to the expansion.

Relevant Traffic currently has 50 employees.

Next year Mr. Mauritzon expects this figure to double. In addition to the new offices in Germany and headquarters in Sweden, the company has offices in Madrid, Paris and London through an acquisition of a British firm carried out last fall.
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ANALYSIS | Source of inspiration

Uncertain outcome for Relevant Traffic

New major shareholder Kinnevik could be the sponsor of a brilliant journey for Relevant Traffic, but the opposite could just as well happen: the company could disappear or at best become an anonymous entry in one of Kinnevik's listed portfolio companies. Obviously the rebirth of the internet industry with the offer in the billions for Tradedoubler was a source of inspiration.

Over the years, the Stenbeck sphere has acquired a well developed intuition for how to increase the value of its portfolio companies.

Firms can be developed from small entrepreneurial projects into listing-compliant large enterprises. Naturally a considerable number of firms will not get this far, but a few have been quite successful.

This is the route that Tele 2, MTG, Metro, Transcom, Millicom and Invik took to the stock exchange. The histories of these companies show the role played by both chance and the individuals involved for the performance of the companies.

Perhaps one should add, for better or for worse. 

Kinnevik's method is to first ensure that the company is big enough and structured well enough to stand on its own feet; then shares are handed out to Kinnevik's owners and the company is listed on the stock exchange. Kinnevik retains power over the listed companies through Class A shares, which carry heavy-weight votes, while the stock exchange increases the value of the companies.

After the death of Jan Stenbeck, the Kinnevik Group has thoroughly cleaned up its complicated ownership and dependence structure, but no new business areas have been added, which is something for which the heirs and chairman of the board P G Gyllenhammar have been criticised.

Even if Relevant Traffic in its current operations cannot become listed on its own, Kinnevik has previously shown that it has both the necessary resources and a willingness to take risks for good ideas.
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