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Item 2.02. Results of Operations and Financial Condition.

On October 28, 2009, The Interpublic Group of Companies, Inc. (i) issued a press release, a copy of which is attached hereto as Exhibit 99.1 and
incorporated by reference herein, announcing its results for the third quarter and first nine months of 2009, (ii) held a conference call, a transcript of which is
attached hereto as Exhibit 99.2 and incorporated by reference herein, to discuss the foregoing results and (iii) posted an investor presentation, a copy of which is
attached hereto as Exhibit 99.3 and incorporated by reference herein, on its website in connection with the conference call.

Item 9.01. Financial Statements and Exhibits.

Exhibit 99.1: Press release dated October 28, 2009 (furnished pursuant to Item 2.02)
 
Exhibit 99.2: Conference call transcript dated October 28, 2009 (furnished pursuant to Item 2.02)
 
Exhibit 99.3: Investor presentation dated October 28, 2009 (furnished pursuant to Item 2.02)
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

 

 
            THE INTERPUBLIC GROUP OF COMPANIES, INC.

Date: October 29, 2009 By:          /s/ Nicholas J. Camera                                          

  
     Nicholas J. Camera
     Senior Vice President, General Counsel and
     Secretary
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Exhibit 99.1

 
 

FOR IMMEDIATE RELEASE
New York, NY (October 28, 2009)

                                                                                                                                                 
 

INTERPUBLIC ANNOUNCES THIRD QUARTER
AND NINE MONTHS 2009 RESULTS

 
 • Global economic downturn continues to impact top line revenue, leading to 14.2% organic revenue decrease for the

third quarter of 2009 and 11.8% organic decrease year-to-date
 • Organic decrease in operating expenses, excluding severance, was 12.5% for the third quarter of 2009 and 10.2%

year-to-date
 
Summary
 
 • Revenue

 • Third quarter 2009 revenue of $1.43 billion, compared to $1.74 billion in the third quarter of 2008, with an
organic revenue decrease of 14.2% compared to the prior period.

 • Nine months 2009 revenue of $4.23 billion, compared to $5.06 billion in 2008, with an organic revenue
decrease of 11.8% compared to the prior period.

 
 • Operating Results

 • Operating income in the third quarter of 2009 was $58.3 million, compared to operating income of $116.3
million in 2008. For the first nine months of 2009, operating income was $73.3 million,

 
 



 

compared to operating income of $259.1 million in 2008.
Severance charges recorded in the third quarter of 2009 were $23.4 million, compared to $15.3 million in
2008. For the first nine months of 2009, severance charges recorded were $94.9 million, compared to $39.9
million in 2008.

 • Operating margin was 4.1% and 1.7% for the three and nine months ended September 30, 2009, respectively,
compared to 6.7% and 5.1% for the three and nine months ended September 30, 2008, respectively.

 
 • Net Results

 • Third quarter 2009 net income attributable to IPG was $24.1 million and net income available to IPG common
stockholders was $17.2 million, or $0.04 per basic and $0.03 per diluted share. This compares to net income
attributable to IPG a year ago of $45.7 million and net income available to IPG common stockholders of $38.7
million, or $0.08 per basic and diluted share.

 • Year-to-date 2009 net loss attributable to IPG was $15.1 million and net loss available to IPG common
stockholders was $35.8 million, or ($0.08) per basic and diluted share. This compares to net income
attributable to IPG a year ago of $78.0 million and net income available to IPG common stockholders of $56.7
million, or $0.12 per basic and diluted share.
 

“During the quarter, the economic downturn continued to weigh on our results. Once again, we demonstrated the ability to
effectively manage costs in order to
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protect margins,” said Michael I. Roth, Interpublic’s Chairman and CEO. “Our professional offerings remain competitive, as
evident in recent wins from a broad cross-section of our agencies in a new business environment that has become more active of
late. Client sentiment has stabilized, but remains cautious, which makes it difficult to predict what growth will look like in 2010. As
a result, we are aligning our cost base against conservative top line assumptions and are positioned to deliver significantly
improved profitability next year. This will allow us to fully capitalize on an advertising recovery and to see Interpublic achieve
long-term success.”
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Operating Results
 
Revenue
Revenue of $1.43 billion in the third quarter of 2009 was down 18.0% compared with the same period in 2008. During the quarter,
the effect of foreign currency translation was negative 3.9%, the impact of net acquisitions was positive 0.1% and the resulting
organic decrease in revenue was 14.2%.        

 
For the first nine months of 2009, revenue was $4.23 billion, down 16.5% compared to the first nine months of last year. During the
first nine months of 2009, the effect of foreign currency translation was negative 6.0%, the impact of net acquisitions was positive
1.3% and the resulting organic decrease in revenue was 11.8%.
 
Operating Expenses
During the third quarter of 2009, salaries and related expenses were $943.5 million, down 13.7% compared to the same period in
2008. Adjusted for currency effects and the effect of net divestitures, salaries and related expenses decreased 10.0% organically.
For the first nine months of 2009, salaries and related expenses decreased 10.8% to $2.91 billion. Adjusted for currency effects and
the effect of net acquisitions, salaries and related expenses decreased 6.5% organically. Staff cost ratio, which is salaries and related
expenses as a percentage of revenue, increased to 66.1% from 62.8% in the third quarter of 2009, and to 68.8% from 64.4% in the
first nine months of 2009 from the comparable prior-year periods.
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Over the past twelve months, the company incurred approximately $143.3 million of severance expense related to the separation of
approximately 5,100 employees, or 11% of its workforce.
 
During the third quarter of 2009, office and general expenses were $425.4 million, down 19.2% compared to the same period in
2008. After adjusting for currency effects and the effect of net acquisitions, office and general expenses decreased 15.1%
organically. For the first nine months of 2009, office and general expenses were $1.25 billion, down 18.6% compared to the same
period in 2008. After adjusting for currency effects and the effect of net acquisitions, office and general expenses decreased 13.4%
organically.
 
Non-Operating and Tax
Net cash interest expense increased $4.8 million, or 21.3%, in the third quarter of 2009 compared to the same period in 2008. For
the first nine months of 2009, net cash interest expense increased $9.6 million, or 14.2% compared to the same period in 2008.
 
Other income (expense), net was $1.0 million and ($17.4 million) for the three and nine months ended September 30, 2009,
respectively. The nine months ended September 30, 2009 includes charges of $25.8 million, primarily related to the settlement of
our tender offers for the 5.40% Notes due 2009, 7.25% Notes due 2011 and Floating Rate Notes due 2010.
 
The income tax provision in the third quarter of 2009 was $3.7 million on income before income taxes of $29.1 million, compared
to a provision of $35.5 million on
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income before income taxes of $85.4 million in the same period in 2008. The income tax benefit in the first nine months of 2009
was $18.0 million on loss before income taxes of $33.8 million, compared to a provision of $90.9 million on income before income
taxes of $174.1 million in the same period in 2008. The effective tax rate for the third quarter of 2009 is 12.7%, compared to 41.6%
for the same period a year ago. The effective tax rate for the first nine months of 2009 is 53.3%, compared to 52.2% for the same
period a year ago.
 
Balance Sheet
At September 30, 2009, cash, cash equivalents and marketable securities totaled $1.77 billion, compared to $2.27 billion at the end
of 2008 and $1.71 billion at the end of the third quarter of 2008. Total debt of $1.96 billion as of September 30, 2009 decreased
from $2.12 billion as of December 31, 2008, primarily due to the net repurchases of our debt.
 
 
For more information concerning the company’s financial results, please refer to the accompanying slide presentation available on
our website, www.interpublic.com.
 

# # #
 
About Interpublic
Interpublic is one of the world's leading organizations of advertising agencies and marketing services companies. Major global
brands include Draftfcb, FutureBrand, GolinHarris International, Initiative, Jack Morton Worldwide, Lowe Worldwide, Magna,
McCann Erickson, Momentum, MRM Worldwide, Octagon, Universal McCann and Weber
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Shandwick. Leading domestic brands include Campbell-Ewald; Campbell Mithun; Carmichael Lynch; Deutsch, a Lowe & Partners
Company; Hill Holliday; Mullen; The Martin Agency and R/GA. For more information, please visit www.interpublic.com.
 

# # #
Contact Information
Philippe Krakowsky
(212) 704-1328

Jerry Leshne
(Analysts, Investors)
(212) 704-1439

 
 
 

Interpublic Group 1114 Avenue of the Americas New York, NY 10036 212-704-1200 tel 212-704-1201 fax
 



 
 
Cautionary Statement
 
This release contains forward-looking statements. Statements in this release that are not historical facts, including statements about
management’s beliefs and expectations, constitute forward-looking statements. These statements are based on current plans,
estimates and projections, and are subject to change based on a number of factors, including those outlined under Item 1A, Risk
Factors, in our most recent annual report on Form 10-K. Forward-looking statements speak only as of the date they are made, and
we undertake no obligation to update publicly any of them in light of new information or future events.
Forward-looking statements involve inherent risks and uncertainties. A number of important factors could cause actual results to
differ materially from those contained in any forward-looking statement. Such factors include, but are not limited to, the following:

 • potential effects of a challenging economy, for example, on the demand for our advertising and marketing services,
on our clients’ financial condition and on our business or financial condition;

 • our ability to attract new clients and retain existing clients;

 • our ability to retain and attract key employees;

 • risks associated with assumptions we make in connection with our critical accounting estimates, including changes
in assumptions associated with any effects of a weakened economy.

 • potential adverse effects if we are required to recognize impairment charges or other adverse accounting-related
developments;

 • risks associated with the effects of global, national and regional economic and political conditions, including
counterparty risks and fluctuations in economic growth rates, interest rates and currency exchange rates; and

 • developments from changes in the regulatory and legal environment for advertising and marketing and
communications services companies around the world.
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Investors should carefully consider these factors and the additional risk factors outlined in more detail under Item 1A, Risk Factors,
in our most recent annual report on Form 10-K.
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THE INTERPUBLIC GROUP OF COMPANIES, INC. AND SUBSIDIARIES
CONSOLIDATED SUMMARY OF EARNINGS
THIRD QUARTER REPORT 2009 AND 2008

(Amounts in Millions except Per Share Data)
(UNAUDITED)

 
 

Three Months Ended September 30,
 

2009  2008  

Fav. (Unfav.)

% Variance

Revenue:    
   

     

United States $ 834.1 
 
$ 963.8  (13.5)%  

International  592.6 
 

 776.2  (23.7)%  

Total Revenue  1,426.7 
 

 1,740.0  (18.0)%  
            

Operating Expenses:    
 

       

Salaries and Related Expenses  943.5 
 

 1,093.5  13.7%  

Office and General Expenses  425.4 
 

 526.3  19.2%  

Restructuring and Other Reorganization-Related (Reversals) Charges  (0.5)   3.9  N/A  

Total Operating Expenses  1,368.4 
 

 1,623.7  15.7%  
            

Operating Income  58.3 
 

 116.3  (49.9)%  

Operating Margin %  4.1% 
 

 6.7%     
            

Expenses and Other Income:    
 

 
 
     

Interest Expense  (37.8) 
 

 
(53.2)

     

Interest Income  7.6 
 

 
23.3

     

Other Income (Expense), Net  1.0   
(1.0)

     

Total (Expenses) and Other Income  (29.2)   (30.9)     
            
Income before Income Taxes  29.1   85.4     

Provision for Income Taxes  3.7   
35.5

     

Income of Consolidated Companies  25.4 
 

 
49.9

     

Equity in Net Income of Unconsolidated Affiliates  0.5 
 

 
0.5

     

Net Income  25.9 
 

 
50.4

     

Net Income Attributable to Noncontrolling Interests 1  (1.8) 
 

 (4.7)     

Net Income Attributable to IPG 1  24.1 
 

 
45.7

     

Dividends on Preferred Stock  (6.9) 
 

 
(6.9)

     

Allocation to Participating Securities  - 
 

 
(0.1)

     

Net Income Available to IPG Common Stockholders 1 $ 17.2  $ 38.7     

    
 

       
Earnings Per Share Available to IPG Common Stockholders –
Basic $ 0.04 

 
$ 0.08     

Diluted $ 0.03 
 
$ 0.08     

 
Weighted-Average Number of Common Shares Outstanding –
Basic  470.5 

  

462.8 
 
   

 

Diluted  513.8 
  

519.4  
                
 
1  Effective January 1, 2009, we adopted authoritative guidance related to noncontrolling interests. Prior year amounts have been reclassified to conform to current period presentation.
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THE INTERPUBLIC GROUP OF COMPANIES, INC. AND SUBSIDIARIES

CONSOLIDATED SUMMARY OF EARNINGS
THIRD QUARTER REPORT 2009 AND 2008

(Amounts in Millions except Per Share Data)
(UNAUDITED)

 
 

Nine Months Ended September 30,
 

2009  2008  

Fav. (Unfav.)

% Variance

Revenue:    

   

    

 

United States $ 2,462.6 
 
$ 2,803.8  (12.2)%  

International  1,763.8   2,257.1  (21.9)%  
Total Revenue  4,226.4   5,060.9  (16.5)%  
            

Operating Expenses:    
 

       

Salaries and Related Expenses  2,908.4 
 

 3,261.5  10.8%  

Office and General Expenses  1,245.4 
 

 1,529.1  18.6%  

Restructuring and Other Reorganization-Related (Reversals) Charges  (0.7)   11.2  N/A  

Total Operating Expenses  4,153.1 
 

 4,801.8  13.5%  
            

Operating Income  73.3 
 

 259.1  (71.7)%  

Operating Margin %  1.7% 
 

 5.1%     
            

Expenses and Other Income:    
 

 
 
     

Interest Expense  (117.7) 
 

 
(163.9)

     

Interest Income  28.0 
 

 
75.0

     
Other (Expense) Income, Net  (17.4)   3.9     

Total (Expenses) and Other Income  (107.1)   (85.0)     
            
(Loss) Income before Income Taxes  (33.8)   174.1     

(Benefit of) Provision for Income Taxes  (18.0)   
90.9

     

(Loss) Income of Consolidated Companies  (15.8) 
 

 
83.2

     

Equity in Net (Loss) Income of Unconsolidated Affiliates  (0.5) 
 

 
2.1

     

Net (Loss) Income  (16.3) 
 

 
85.3

     

Net Loss (Income) Attributable to Noncontrolling Interests 1  1.2 
 

 (7.3)     

Net (Loss) Income Attributable to IPG 1  (15.1) 
 

 
78.0

     

Dividends on Preferred Stock  (20.7) 
 

 
(20.7)

     

Allocation to Participating Securities  - 
 

 
(0.6)

     

Net (Loss) Income Available to IPG Common Stockholders 1 $ (35.8)  $ 56.7     

    
 

       
(Loss) Earnings Per Share Available to IPG Common Stockholders –
Basic and Diluted $ (0.08) 

 
$ 0.12     

 
Weighted-Average Number of Common Shares Outstanding –
Basic  467.3 

  

460.8 
 
   

 

Diluted  467.3 
  

499.9  
                
 
1  Effective January 1, 2009, we adopted authoritative guidance related to noncontrolling interests. Prior year amounts have been reclassified to conform to current period presentation.
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Exhibit 99.2
 
On October 28, 2009, The Interpublic Group of Companies, Inc. held a conference call. A copy of the transcript of the call follows:

 
INTERPUBLIC CALL PARTICIPANTS

Michael Roth
Chairman of the Board and Chief Executive Officer

Frank Mergenthaler
Executive Vice President and Chief Financial Officer

Jerry Leshne
Senior Vice President, Investor Relations

 
ANALYST CALL PARTICIPANTS

Alexia Quadrani
J.P. Morgan Securities

John Janedis
Wells Fargo Securities

Matt Chesler
Deutsche Bank Securities

Benjamin Swinburne
Morgan Stanley

Matthew Walker
Nomura International

Peter Stabler
Credit Suisse Securities

William Bird
Bank of America/Merrill Lynch

David Bank
RBC Capital Markets

 
 



 
 

CONFERENCE CALL TRANSCRIPT

 
COMPANY PRESENTATION AND REMARKS

Operator:
Good morning and welcome to the Interpublic Group third quarter 2009 earnings conference call. . . . I would now like to introduce Mr. Jerry Leshne, Senior Vice
President of Investor Relations. Sir, you may begin presentation.

 
Jerry Leshne, Senior Vice President, Investor Relations:
Thank you. Good morning, and thank you for joining us. We have posted our earnings release and our slide presentation on our website, interpublic.com, and will
refer to both in the course of this call. This morning we are joined by Michael Roth and Frank Mergenthaler. We will begin with prepared remarks to be followed
by Q&A, and we plan to conclude before market open at 9:30 a.m. Eastern.

During this call we will refer to forward-looking statements about our company. These are subject to the uncertainties in the cautionary statement included in our
earnings release and the slide presentation and further detailed in our 10-Q and other filings with the SEC. At this point it is my pleasure to turn things over to
Michael Roth.

 
Michael Roth, Chairman of the Board and Chief Executive Officer:
Thank you, Jerry, and thank you all for joining us as we review our third quarter results.

As always, I’ll begin by covering the key points of our performance, and then Frank will take us through the full results. After his remarks, I’ll return with some
closing comments before we move onto the Q & A.

As was the case in the second quarter, our performance in Q3 continued to reflect the impact that the global recession has been having on demand for advertising
and marketing services. Organic revenue was down 14.2%, about the same level as last quarter. The principal factors affecting that important metric were also
similar to those we shared with you on our last call.

We were hurt by reductions in scope and certain lost assignments in the tech sector, including projects in our event business that did not recur this year, as well as
the unprecedented challenges being faced by the automotive industry. Also, the fact that we posted a very strong Q3 last year posed difficult comparisons.

These factors resulted in our making less sequential progress in the quarter than we hoped to see. However, it’s fair to say that the tone of our conversations with
clients concerning the economy is improving. However, we’ve not seen this yet convert into consistent commitments to new or existing projects. Therefore, it
looks as if the pace of the recovery will be gradual, and that significantly improving organic revenue performance for the whole of 2009 compared to the first nine
months’ performance will be challenging.
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Given the macro environment, it’s worth noting that some client sectors have held up well in Q3, such as food and beverage, consumer packaged goods and
retailing.

As our teams around the world manage through these challenging times, it was good to see additional evidence in the third quarter of our ability to effectively
manage costs.

Excluding severance, the organic decrease we reported in Q3 operating expenses was 12.5%. Also excluding severance, salaries and related costs were down 11%
on a like-for-like basis. Organic office and general costs were over 15% lower than last year.

I’ve mentioned before that in our industry it’s not advisable to take out costs on a pace with a level of revenue declines that we are currently experiencing. We
must continue to demonstrate that we have the tools and the discipline to exert strong control on our business. This is what’s required to successfully move the
company through this challenging revenue environment and position us for the future growth and profitability.

Consolidating the significant progress that we have made in operating margins during the first few years is an important priority for us. On our second [quarter]
call, we gave you a sense of where we thought the year would come out from a margin perspective. At that time, we thought that 2009 operating margin,
excluding incremental year-on-year severance, would be between 7% and 7.5%, which you may recall compares to the 8.5% we achieved in 2008. We believe
that there is approximately 50 basis points of margin risk to that outlook. We therefore continue to stay focused on costs for the balance of the year, which will
result in higher severance. Frank will provide more detail on that shortly.

It is worth noting that our financial resources continue to be strong and that we have extended our debt maturity profile and further deleveraged the balance sheet
this year.

I’ll have more to say about the performance of our specific agencies and the competitiveness of our service offerings across all marketing disciplines. But at this
point, I’ll turn things over to Frank.

 
Frank Mergenthaler, Executive Vice President and Chief Financial Officer:
Good morning. As a reminder I will be referring to the slide presentation that accompanies our [webcast] and is available on our website.

As you have seen in our release this morning, our top line continued to show the full effect of the challenging economic environment. As a result, against 7.6%
organic growth a year ago, marketing and advertising reductions by clients led to a revenue decrease of 18% in the quarter, while our organic revenue decrease
was 14.2%.

To varying degrees these challenges were evident in all disciplines and markets and nearly all client sectors. As Michael indicated, the impact continues to be
greatest in technology and telecom and the auto sectors. The group of large clients in those two sectors drawn from our top 100 accounted for one-third of our
organic revenue decrease in the quarter. Geographically, our regional revenues reflect the global scope of the fall off of the client spending with the greatest
decrease generally occurring in developed markets. I’ll have more detail on this in a minute.
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Against this difficult backdrop, our operators continue to manage costs effectively, and delivered sustained leverage on the most flexible components of our cost
structure, despite lower revenue.

Incentive compensation expense decreased by 38% year-over-year, and temporary labor expense decreased 23%. Our base payroll and benefits decreased 12%, a
result of severance actions taken over the past four quarters. In O&G, controllable expenses for travel, telecom and office supplies decreased by 31%. Along with
lower pass-through expenses, this contributed to incremental leverage on total O&G expense.

Q3 operating results include $23 million of severance expense that addressed 2% of our global workforce in the quarter. This compares to $15 million a year-ago
quarter. Severance actions over the past four quarters have impacted approximately 11% of our workforce. With total expense of $140 million, these actions
should produce run-rate annual savings of approximately 2x.

Q3 operating income was $58 million ,or 4.1% of revenue, compared with 10.6% a year ago, reflecting the impact of revenue and 70 basis points of incremental
severance.

Our diluted EPS was $0.03 per share, compared with $0.08 in Q3 ’08.

We completed the nine months with $1.77 billion of cash and marketable securities on the balance sheet, essentially equivalent to a year ago, despite having used
approximately $200 million to redeem outstanding debt this year.

Turning to slide three, you can see our P&L for the quarter. I’ll cover revenue and operating expenses in detail on the slides that follow.

Our tax provision was $4 million, 13% of pre-tax income. There are a few one-time items in the quarter that together netted a benefit of $17 million. They
involved the recognition of benefits related to closing out a prior-period audit and a deduction related to worthless securities, partially offset by establishing a
valuation allowance on deferred tax assets in Asia Pacific.

Turning to a closer look at operations on slide four, we provide additional detail on revenue.

 • Revenue in the quarter was $1.43 billion, a decrease of 18%. Compared to Q3 ’08, exchange rates had a negative impact of 3.9%. There was almost
no change due to the net effect of acquisitions and divestitures.

 • Our organic revenue change was a decrease of 14.2%, primarily the result of client reductions in scope due to the recession, industry fee pressure and
some lost assignments.

 • As was the case in Q2, the tech and telecom and auto sectors weighed heavily on performance in the quarter. Economic conditions also continued to
impact on our events business, which decreased 32% organically against a very strong Q3 ’08.

 • Regionally, we continued to see the largest decreases in most developed markets, including the U.K., continental Europe and the U.S.

 • On the bottom half of this slide you can see the revenue performance of our operating segments. At our Integrated Agency Networks, the organic
change was a negative 13.8%, which was about equally balanced between the U.S. and markets outside the U.S.
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At our CMG segment, Q3 revenues decreased 16% organically, comprised of a 12.3% decrease in the U.S. and 23.3% internationally.

Slide five provides a breakdown of revenue by region. Clearly a difficult global picture. All markets were impacted by the global actions of multinational clients
and reductions to local project assignments.

 • In the U.S., the organic decrease was 13.4%, against an increase of 7.9% in Q3 ’08, due to factors I have already discussed.

 • Internationally, revenue decreased 23.7%, which includes a significant effect from currency. The organic decrease was about 15.2%.

 • In the U.K., revenue decreased 19.5% organically, against 21.1% growth a year ago. Growth last year included a large project in our
event business that did not repeat this year.

 • In continental Europe, our organic decrease was 16.8%.

 • In the AsiaPac region, revenue decreased 9.7% organically.

 • In Latin America, the organic revenue decrease was 9.3%.

 • Our other market segments decreased 17.9% organically.

On slide six, we present a longer view of our organic revenue growth that tracks our trailing-12-month performance. As you can see, this clearly registers the
impact on our top line of the recession over the past four quarters.

On slide seven, we take a closer look at operating expenses. As Michael mentioned, our financial priorities in this environment are aligning costs and protecting
margins. In Q3, operating expenses decreased 11.8% organically, and, excluding higher severance, decreased 12.5%.

Salaries and related expense were $944 million, compared with $1.09 billion a year ago. This is a decrease of 13.7% and 10% organically. Excluding severance
from both periods, salaries and related decreased 10.9% organically. As a result of our severance actions, base salaries have decreased $50 million through nine
months, and headcount has decreased 5100 employees.

 • Q3 severance expense was $23 million compared with $15 million a year ago, or 1.6[%] of revenue, compared with approximately 90 basis points a
year ago.

 • Looking to the fourth quarter, our severance actions will increase in step with our more conservative revenue outlook. We now plan incremental
severance for the full year to be approximately $50 million higher than the full-year 2008 level, approximately 80 to 90 basis points of ’09 revenue.

 • As Michael said earlier, we believe there is currently approximately 50 basis points of risk to the outlook we shared on our last call, when we
indicated that we thought 2009 operating margin excluding incremental year-on-year severance would be between 7% and 7.5%.
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 • Incentive expense decreased to 2.7% of revenue, compared with 3.6% a year ago, reflecting our current performance.

 • Temporary labor expense, which has been an area focus for us, decreased to 2.9% of revenue from 3.1% a year ago.

Turning to O&G expenses on the lower half of this slide.

 • In Q3 O&G was $425 million, a decrease of $101 million, or 19.2%. The organic decrease was 15.1%. O&G expenses improved to 29.8% of
revenue, compared with 30.2% due to lower controllable expenses and pass-through costs.

 • Occupancy expense increased to 9% of revenue from 7.6% a year ago, due to the change — reduction in our revenue for the year — the nine months.
While rent expense is relatively inflexible in the short run, it is an area of focus for us. We continue to develop opportunities to lower and contain
expenses around the world, including lease restructurings that improve utilization across all our agencies.

 • Travel, office supplies and telecom expenses were 3.5% of revenue, compared with 4.2% in Q3 ’08.

 • All other office and general expenses decreased to 15.4% of revenue from 16.5% a year ago, due to the decreases in pass-through expenses
connected with project assignments and also reflecting lower recruitment, insurance and conferencing costs.

On slide eight, we show our operating margin history on a trailing-12- month basis, which was 6.7% for the 12 months ended September 30. Margin expansion to
a fully competitive level remains one of our primary financial objectives.

On slide nine, you can see our debt maturity schedule as of the end of Q3.

 • This schedule reflects our $2 billion in total debt, which has decreased this year by approximately $165 million, primarily as a result of our
redemption and refinancing activities in the second and third quarters of this year.

 • Our 2009 short-term debt represents amounts borrowed from relationship banks for local working capital needs outside the U.S.

 • We remain confident that we can redeem the 2010 notes out of cash on hand.

 • So we believe we have effectively eliminated any anticipated refinancing through the 2012 potential put of our convertible debt.

Turning to the current portion of our balance sheet on slide 10, we ended Q3 with $1.77 billion in cash and short-term marketable securities, which were the same
level with which we entered the quarter, and compares with $1.71 billion a year ago. This year-ago comparison includes the use of approximately $200 million, as
I mentioned, in our recent debt repurchases.

On slide 11 we turn to cash flow for the quarter.
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 • Cash from operations was $125 million, compared with $34 million in Q3 ’08. We were able to offset the impact of lower net income on cash flow

through continued strong discipline in our working capital management, which has been another area of focus for us.

 • Investing activities used $50 million compared with $150 million in Q3 ’08, when we had closed two significant acquisitions. Capex was $16
million, bringing us to $44 million for the nine months.

 • Financing activities used $112 million, which mainly reflects our repurchase of $72 million of 2009 and [2010] debt maturities.

 • A net increase in cash and marketable securities in the quarter was $1 million.

In summary, on slide 12, the quarter clearly reflects the challenges presented by economic conditions.

 • Our teams continue to execute very well in expense management in the current business environment, positioning our cost structure to support strong
profit growth when the economy turns.

 • As we navigate these challenges, our financial resources remain strong and have been enhanced by actions taken during the past six months to further
improve liquidity and financial flexibility.

 • Consistent with our near-term revenue outlook, which continues to be cautious, we plan to intensify our expense actions over the balance of the year,
as I outlined earlier.

 • This view says 2009 is a year of significant challenges, but we are managing through. We believe we remain well-positioned for growth when it
returns to our market, and for the ability to recoup significant margin.

Now let me turn it back over to Michael.

 
Mr. Roth:
Thank you, Frank.

I mentioned in my opening remarks that clients generally remain cautious about committing to new marketing expenditures or increasing spend behind existing
efforts. Yet, we have also begun to see an increase in new business activity, which earlier this year had essentially ground to a halt in many world markets.

While this isn’t a definitive indicator of an advertising recovery, it certainly is an encouraging sign. We are equally pleased that a review of all major industry
pitches over the past year shows that not only are we being included in every significant opportunity out there in which we are not blocked due to client conflict,
we are also winning in a broad cross-section of our agencies. This tells me that our offerings are fully competitive and that when the economy recovery does take
hold, we will be in a position to return to the levels of competitive organic revenue growth that we achieved during the past two years.
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Another potential driver of an advertising recovery could be the automotive sector, which we have called out as a contributing factor in our organic revenue
decreases the past few quarters. Now, as the auto industry emerges from what has been a very troubled period, it could represent significant upside for providers
of marketing services with both existing and new clients. The Volkswagen win at Deutsch is a recent example, as is the opportunity to win Cadillac at GM and
Mediabrand’s involvement in the global Hyundai media review. There will likely be increased spend in the category next year as well, which we see as a real
opportunity.

Turning now to the key third quarter developments within the agencies, it bears mention that Draftfcb remains our top performer in terms of both top line and
margin delivery. Their new model is driving results for clients, even in these recessionary times. They are taking market share from competitors with whom they
jointly serve multinational clients, as well as with their successful new business efforts. Recently they promoted Mark Modesto, leader of their very successful
Chicago agency, to head up all North American operations.

At Lowe, the big news has been the alignment we recently announced that brings Deutsch and Lowe together in North America and makes Deutsch a part of the
Lowe Worldwide network.

We have been clear in the past about the need for Lowe to have a strong hub agency in the U.S., given the size of the market and the fact that multinational
marketers with outbound global needs are based here. Since Lowe has made a great deal of progress during the past 24 months, addressing the U.S. has become
an even greater priority and opportunity. The combination with a dynamic agency like Deutsch will further strengthen a key area of need for the Lowe network.

For Deutsch, the benefits are equally apparent. The agency has a great brand, a client-focused culture and a fully integrated offering. Wins like PNC Bank, HTC
and, just last week, the highly coveted VW pitch, demonstrate the power of Deutsch’s model. But the agency has been unable to pursue or grow client
relationships on a global scale. The alignment with Lowe will address this gap in their capabilities.

The combination makes sense because it is strategic. It builds on the complementary strengths of both companies and creates an organization that can better meet
clients’ needs and compete for new business.

We do not believe in putting agencies together for reasons of financial expediency. During the past few years we have made a limited number of considered and
strategic moves, notably the merger of Draft and FCB and the creation of Mediabrands. In each case, we have been sensitive to the cultural issues involved and at
the same time stayed highly focused on execution, so as to ensure that proper integration takes place. In both cases, the results we’ve delivered have been very
strong., in terms of both the client offering and the financial results of the new entity. We think Deutsch and Lowe will prove out in much the same way.

The update at Mediabrands is that there is a great deal of new business activity going on, spanning a broad range of client industries and all major world regions.
Initiative and UM have strengthened their people and their product, and each has built very positive momentum in the marketplace. We are also seeing a lot of
business innovation within this group, such as the launch of Cadreon ad exchange and new, digitally enabled offerings in local and shopper marketing.

McCann has felt the brunt of the impact of the issues in the tech and auto sectors that I mentioned earlier. Last quarter we told you about the arrival of Bob LePlae
as North American CEO. We

 
8

 



 
recently recruited a senior creative partner, and the team posted its first win with the iShares account. Thom Gruhler will likewise bring renewed energy to the
New York agency in his role as CEO. There is also new leadership in place in Europe and Asia and plans to strengthen the offering in Brazil. We continue to have
confidence in the Worldgroup as one of the industry’s leading providers of integrated solutions for global clients.

At CMG, Weber Shandwick and GolinHarris are consistently recognized for the outstanding quality of their work, which has allowed them to keep outperforming
the broader PR sector. We are also pleased with the performance of our sports marketing agency, Octagon, which had growth in the quarter.

In recent months, our domestic agencies have been putting up some good wins as well, such as Zappos at Mullen, SunLife Financial and Expedia at The Martin
Agency and Match.com at Campbell-Ewald. In the digital arena, new business at HUGE is strong, and R/GA has added Taco Bell and the global MasterCard
business to its string of recent wins. So we are very competitive in this dynamic sector of the business.

We have the talent and the tools to return to growth in line with the broader recovery. But there is still uncertainty to what we can expect in 2010. Our target
would be to achieve an operating margin of 8% or better in a flat organic-growth environment.

This will be one of our primary objectives heading into next year, and it will be management’s job to deliver against such goals. Along with our strong financial
resources and the competitive agency offerings across our portfolio, it’s also what would allow IPG to capitalize on an economic recovery and deliver long-term
value to our clients and our shareholders.

With that, I thank you for being with us, and I’ll open up the floor to questions.
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QUESTIONS AND ANSWERS

Operator:
Thank you. . . . Our first question today comes from Alexia Quadrani with JPMorgan. Your line is open.

Alexia Quadrani, J.P. Morgan Securities:
Hi, thank you. A couple of questions. I guess first off, are you still comfortable with the revenue guidance you gave on the last conference call? And secondly, if
you could walk through maybe some of your major verticals — auto, pharma, retail? Let us know how they did during the quarter.

Michael Roth, Chairman of the Board and Chief Executive Officer:
First of all, what I said was that in terms of guidance, it wasn’t specifically guidance. What we were saying is that for the first half of the year we thought the rest
of the year should be equal to around 10.5%, 11% negative revenue. What I said just now was that the third quarter obviously indicates a trend a little bit worse
than that. And although it’s difficult, obviously, we’ll shoot to do better, but right now it looks like achieving that target will be a little bit more difficult.

As far as the verticals go, I think clearly we’ve already talked about the tech and telecom. That certainly has a big weight in terms of our performance. There, of
course, it was scope reductions as well as some lost client assignment that we are all aware of. As well as automotive. Our strengths continue to be in our
healthcare. We believe there is a lot of activity in that environment, and the third quarter, although was slightly down, we think that’s an important sector for us
and we continue to perform well. Food and beverage and packaged goods continue to do well, and retail in fact was positive in the quarter. Financial services was
negative, but, again, it only represents about 8% of our sectors, and there, as you know, MasterCard is a significant part of that. And it was encouraging to see
R/GA win the global digital assignment in that area.

Ms. Quadrani:
Was auto less negative in the third quarter than the second quarter? And then specifically on your tech commentary, is the weakness in tech really surrounding one
major client or is it more than one client?

Mr. Roth:
Well certainly, the major client is a big contributor to that. The other one was, you recall, that we did lose some business at Intel as well. Those two accounted for
a good portion of it. The rest were normal reductions given the reductions in scope that we are seeing across the board. As far as auto, I think it’s pretty much the
same.

Ms. Quadrani:
And just a last question on net new business. Do you think your deficit has narrowed since the second quarter call?

Mr. Roth:
Yeah, actually we think on a trailing 12 months it is positive, on a trailing 12 months. And I think we are gaining ground. So that by year-end, although we think it
might be slightly negative, but it won’t be negative to the tune of what I’ve seen out there people publishing. So we are
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encouraged by the new business wins in the third and fourth quarter. There are a couple of big ones in out there that we are still in the fray, if you will, particularly
on the media side. We have the Unilever global media pitch, and we have the Hyundai/Kia pitch. Again, on the Hyundai/Kia, we do North America already, and
that’s not up for review. So both of those pitches we view as an opportunity for us ,and we don’t have a lot at risk with respect to either of those.

Ms. Quadrani:
Thank you very much.

Mr. Roth:
Thank you, Alexia.

 
Operator:
Thank you. Our next question comes from John Janedis with Wells Fargo. You may ask your question.

John Janedis, Wells Fargo Securities:
Good morning. Thank you, guys. Can you just clarify the margin guidance further? Does that mean the full year including severance is expected to be in the 5.6
to 6.1 range? And if so, can you give more specifics on what changed since the guidance from July? What areas of the business you expected to improve that
didn’t?

Mr. Roth:
Let me — it’s similar to the question Alexia asked in terms of what’s changed. Frankly, what’s changed is, again, the level of uncertainty as to the outcome.
Frankly, it’s difficult in this environment to predict with certainty either the revenue side or the margin side. We thought it would be prudent for us to put some
fences around it, if you will. And it’s really based on the fact that we have a number of new pitches out there. We have some new business wins that we are not
sure as to the timing on when the revenue will come in. And frankly, the visibility into some of our revenue streams is difficult in this environment, specifically
on the project basis, as well as the events and some of the scope issues that we’ve had.

So what we’ve said is, that we put 50 points of risk on the margin in terms of excluding severance. So if you put these severance numbers back in — and, as
Frank indicated, we expect severance to be higher throughout the full year; in fact on a year basis, we think severance should be about $50 million higher than
where we were in 2008 — so that brings you down to the numbers you were talking about in taking the risk, if you will.

And on the revenue side, the same thing. All we did was take our performance through the first nine months and said look, we need a good improvement in the
fourth quarter to get back to what we said in terms of negative 10.5 and 11, and we thought it would be good to put out some caution in terms of our ability to
achieve that. But the truth is, the fourth quarter always has been a big quarter for us, and unfortunately, that’s the quarter that we have had surprises, both negative
and positive, in the past.

Frank Mergenthaler, Executive Vice President and Chief Financial Officer:
And John, just to confirm, in the second quarter call, we called out the incremental severance year-on-year was projected to be $35 million. We’re now moving
that number to $50 million,

 
11

 



 
based upon some of the softness and concerns about revenue. So we’ll continue to be aggressive in the fourth quarter on taking severance actions.

Mr. Roth:
Right.

Mr. Janedis:
Okay, great. Then in terms of the tone, Michael, at this point have you seen much of an increase in client commitments for 2010 versus maybe this point last year
for 2009?

Mr. Roth:
We are in the process of doing our planning for 2010 right now. We are not complete. I think anecdotally what we are saying is that certainly, I believe the worst
is over. I said that, and I think we are seeing evidence of that. Before I start raising the flag in terms of full recovery, I have to see more consistency. Certainly
some clients are looking to increase. They certainly indicated that it’s their intention to spend behind their brands, and we are working very closely with them. But
as we solidify our plans for 2010 and, more importantly, as our clients solidify our plans for 2010, we’ll give you more color on the outlook, if you will.

Mr. Janedis:
All right, thanks. One last one for Frank. Historically you have talked about a target of around 60% for the salaries and related line, with the caveat that revenue
growth was the lever here. Has anything changed structurally in the business, like cost of talent, that would make you rethink that number?

Mr. Mergenthaler:
No, John, I still think that is an appropriate target.

Mr. Roth:
We manage our business to achieve it. But obviously in this environment — and I indicated it would be a mistake for us to take actions that bring us to a level that
if we believe there is a recovery on the horizon that we shouldn’t have the appropriate talent and resources to meet those needs. And, certainly, clients are asking,
do you have the resources available to meet our demands? And that is a reasonable question. And we have to be able to be in a position to answer that.

Mr. Janedis:
Thank you.

Mr. Mergenthaler:
You are welcome.

 
Operator:
Thank you, our next question comes from Matt Chesler with Deutsche Bank. You may ask your question.

Matt Chesler, Deutsche Bank Securities:
Good morning. I’m just wondering if there’s, to any extent, any change in the relationships between clients and the agencies. Is it having anything to do with sort
of the change in your view
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towards the end of the year?

Mr. Roth:
Well, that’s an interesting question. We can spend an hour talking about it. There is no question that clients are looking for more for less. So part of it has to do
with tightening of the fee structure and how we respond to our own efficiencies to keep our margins. That’s part of the uncertainty. Obviously there is also
uncertainty on the specific events in terms of whether they’re going to spend now or it’s a timing item for 2010. And certainly, there is an issue of clients and how
they’re going to look at how they approach some of these issues. And I know there’s a question about some of these jump balls that are out there; I might as well
put it on the table. And that really isn’t the factor that went into our putting out a 50 basis point risk. It’s more of the general tone of how clients are approaching
our business.

Mr. Chesler:
Right. And can you address the environment for building up your businesses through acquisitions right now? Have sellers’ expectations come down to a more
realistic level? And just talk a little bit more about what your priorities are and how likely we are to see you add over the next couple of quarters.

Mr. Roth:
Clearly in this environment, any of our agencies that come forth with a strategic transaction gets a more thorough analysis in terms of what the returns are and the
need for it. That said, we are still in the market. We are looking at potential transactions to fill holes, and that’s not going to stop. And we have it built into our
models. We have it built into our plans, and we certainly have the financial wherewithal to make those happen. In terms of order of magnitude, as you see in the
numbers that Frank took you through, our capex, we are being very tight in terms of how we spend it. I think if the recovery starts coming, and we see more
consistency, I’d like to see us returning to levels of $100 million, $150 million, but again it is on a case-by-case basis. We do see some transactions, particularly
maybe in Latin America , and some digital properties that are smaller, that might fit nicely into our portfolio. But the due diligence and the strategic rationale has
to be strong for us to go forward.

Mr. Mergenthaler:
Matt, we haven’t seen a dramatic decline in pricing multiples. In fact we walked away from a couple of things we thought that the multiples were still off-market.

Mr. Chesler:
Okay, thank you.

Mr. Roth:
Right.

 
Operator:
Thank you. Our next question comes from Ben Swinburne with Morgan Stanley. You may ask your question.

Benjamin Swinburne, Morgan Stanley:
Thanks. Good morning, guys. Michael, I wanted to ask you about two initiatives or decisions you’ve made over the last couple of quarters. Cadreon has gotten a
lot of press, and I was curious
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how your clients have reacted to that initiative, how they might be using it and any update or color you can give us on that front. And then on the Lowe-Deutsch
merger, you seemed to discuss that in revenue-opportunity terms. I’m just curious if there was a profitability factor that went into that decision, or if that factors
into how you guys look at next year. I know Lowe at least has historically has been one of your lower-margin agencies. Maybe that’s not the case anymore. But
just wanted to get some more color on that front. And then I have one quick follow-up for Frank.

Mr. Roth:
Okay. Let me do the Lowe-Deutsch. First of all, as I indicated, we don’t do these transactions purely as a cost-saving benefit. Obviously there could be
consolidations, but frankly in this environment, the bigger picture is more important. So what was driving that transaction was the strategic fit and the opportunity
to grow both businesses. Lowe has continued to perform better. It’s still not at the levels of competitive margins, and we still have to work on that. But there will
be some savings. Let me not say — is — obviously, when you look at transactions like that, to the extent there are facility savings, that is part of what we are
looking at. And certainly, there will be savings as a result of this. The fact that we are going to move the Lowe offices into Deutsch, by definition, hopefully will
give us savings. So certainly, there is a savings component in the transaction. But let me make it clear: the savings component was the not the reason for doing
this transaction.

Mr. Swinburne:
Mm hmm.

Mr. Roth:
But we will, at the same time, look at opportunities to improve profitabilities as a result of it.

Cadreon is interesting in that this is a marketplace that’s changing every day. And we — it’s being shared with our client base, and frankly, right now, the
reception is very good. Because frankly, this is an area that there are all sorts of different cats and dogs out there. And the fact that we can put forth an offering
that clients are being receptive to, it gives us an opportunity. One, to have a dialog with clients, as well as to show the investments that we are making in our
business. So we are excited about the opportunity. It’s too soon to tell and call it a big victory, but I think the reaction to the ad exchange has been very positive,
and we hope to make a success of that as we move forward.

Mr. Swinburne:
Great. And just, Frank, the quick housekeeping. Interest expense was down quite a bit sequentially. I don’t know if this is a new run rate, or if that was a function
of the ELF? Some color there would be helpful.

Mr. Mergenthaler:
Ben, it’s primarily the roll-off of the ELF.

Mr. Swinburne:
Got you. Thank you.

Mr. Mergenthaler:
You’re welcome.
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Mr. Roth:
Let me take this opportunity: Mediabrands has continued to invest in a whole bunch of new media opportunities in terms of bringing talented people to meet the
needs of the clients. There is no question that on the media side, the more tools and resources you can bring to the table, the more effective you are going to be
with the relationship with your clients. And I think one of the impressive things that’s happened at Mediabrands, both working with Initiative as well as UM, is
the investment they’ve made in digital, in content, in the ability to provide the analytics that are going to be necessary to compete in the marketplace. You may
have seen some recent announcements at Initiative, for example, in terms of investing in insights before the results, as opposed to just looking at insights after.
This is the kind of stuff that’s going on in media, and we have to be there with our clients. I might also add that we’ve announced a partnership with Microsoft,
which will be very helpful in terms of the analytic side as well. I think all the things we are doing in that marketplace is to give an indication that we believe it’s
our responsibility to bring value to our clients. And that’s an area that really provides tremendous opportunity to strengthen the relationship and provide a revenue
base.

 
Operator:
Thank you. Our next question comes from Matthew Walker with Nomura. You may ask your question.

Matthew Walker, Nomura International:
Thank you. Just a couple of questions, please. One is on the geographic split. If you look at what happens by geography, U.S. didn’t worsen too much. U.K., I
think you have explained with regards to the big event you had last year. Could you just maybe walk us through what happened in continental Europe, Asia and
particularly Latin America, which was positive before and now isn’t? And the second question is on people like Microsoft and Google who have been hiring
creative types, if you could give us your thoughts on that.

Mr. Roth:
Well, let me comment on that, and I’ll ask Frank to take you through the geographic question. I have always said this: I don’t believe -— they may be hiring
creative types, but it’s to help in their business model. But I don’t believe the creative work that frankly any of the holding companies perform on the behest of
our clients is going to be replaced by either Microsoft or Google. I think the ability to recruit talent to work in an environment that provides the various client
sectors, if you will, the innovative ideas that go throughout our organization, I think is going to be very difficult to replicate. And frankly, on Microsoft and on
Google, I think it is important for them to have creative insights in their marketplace, but the big ideas, if you will, that drives an important part of our business
will continue to come from the holding companies and from the creative agencies. Because frankly, we have the ability to recruit the type of people that want to
work in that environment and provide the type of challenges on a regular basis. So I don’t believe they’re going to replace us in terms of the big idea. Obviously,
they have strengths in the data, in the analytics, and we should be working closely with them to make sure that we are optimizing what our clients are looking for.

Mr. Mergenthaler:
Matthew, on the geographic side, when you look at the United States, the softness in tech and auto hurt the U.S. quite a bit, not only in the quarter, but year -to-
date. Outside the U.S., the U.K., you pointed out we had a significant event that didn’t repeat there. Other than that, the U.K. was actually, while down, not that
bad. In continental Europe we saw softness in Germany,
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France, Spain, very much in Italy. In AsiaPac, we actually had a pretty good quarter in Japan, which has been very slow to recover from their long recession. And
most of the decline is coming from multinationals in some of the hiring markets like China and Southeast Asia. And I think you are seeing the same thing in Latin
America, where you’ve got Global MNCs pulling back on spend. And in the All Other markets, the biggest component of that is probably Middle East, where
we’ve got a very strong agency in MCN, and that region has been quite soft, especially in the Dubai market. And I think that our expectation is we’ll see that
recover in the near term.

Mr. Roth:
We just recently went through our leadership program, where we brought our top leaders if you will, and future stars, in the United States. And it was from all the
geographic regions that Frank just mentioned. And here, what we want to make sure is that we have the integrated offering and that all of our people are familiar
with all the resources that we have at IPG to bring to the table. So we are attacking this issue on a global basis. And what we want to make sure is that all of our
people are aware of all the resources we have at IPG, and within the particular brands and agency networks, and get them to really focus on all the great resources
we have.

Mr. Walker:
Can I just quickly follow up on your point about the multinationals, because it is a point that Publicis made as well with regard to places like China. Is it not a
little bit counterintuitive that where consumers are relatively strong still, we see multinationals pulling back spend?

Mr. Roth:
Yes, I think there’s a lot of inconsistencies in that market. In terms of the competition, there are 100,000 agencies in China. So it’s a very different market than
what we were frankly accustomed to. And it is somewhat counterintuitive, because it’s the cost of doing business there. You have to be there because of just the
large population that’s there. But it’s the competitive nature of it. But I think, you have to be there, and you have to invest, and you have to make a difference. So I
think that’s the approach everyone has taken. It’s difficult to make a big splash there, because of the size of it. But you still have to have an offering, and compete
effectively.

Mr. Mergenthaler:
Matthew, our view is that this is more macroeconomic driven. You’ve got multinationals pulling back in the short term. But our clients are still very committed to
those markets. And our view is, they’ll return to aggressively investing behind market share growth when there is visibility that that global picture improves.

Mr. Roth:
Yes. And the local businesses in China, obviously that’s a huge growth opportunity. And that’s where you are going to see a fair amount of focus.

Mr. Walker:
Okay, many thanks.

Mr. Mergenthaler:
You’re welcome.
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Operator:
Thank you. Our next question comes from Peter Stabler with Credit Suisse. You may ask your question.

Peter Stabler, Credit Suisse Securities:
Thanks, good morning. Wanted to ask a question about the event business. Clearly it’s an area that is underperforming across the entire peer group, the Octagon
quarter results notwithstanding. Do you think there is any reason to believe that the long-term prospects for this business have dimmed? My understanding is that
it’s often a difficult aspect of marketing to measure a return on investment, and I’m wondering whether you’re sensing any sort of dimming of enthusiasm for the
event marketing business?

Mr. Roth:
No, not at all. I think frankly, one, is a reality aspect of it, is it’s the easiest thing to turn off. So when people were cutting back, it was easy to cut the events. And
certainly the environment didn’t help where everyone was looking at events as somewhat of a negative thing to do. I think we’re starting to see that turn. I think
there’s no question that there is a place in any marketing services program for events. It has a real impact. I think we can show that it moves the needle, and
clients certainly embrace it in terms of the opportunity. For example, in the automotive business, I mean, there is nothing more important than getting someone in
the car and experiencing it. So I think that part of the business will continue, and it continues to serve a very important part.

And frankly, the tone is improving in that business. And we’re starting to have more dialog. It may be just a timing issue between 2009 and 2010, but I believe
that business — and we have among the best in class, between Jack Morton and Momentum, I think we have great resources. And the fact is that we are
modernizing the event business. It used to be that when you looked at the event business, all we were doing was one particular event, and it was the mechanical
aspect of the event that was driving the business. In today’s world, we combine digital offerings with the event offerings, and we make it an integrated offering,
with PR, digital, the event business and all the different marketing services. So we’re not just talking about — it’s not your old event business right now, it’s a
much more modern approach to it. And I think there’s a real place for us in the marketplace.

Mr. Stabler:
Thanks, Michael. Could you comment a little bit about vertical exposure? We know that auto is a big player in event. What other categories are disproportionately
skewed to event?

Mr. Roth:
I think the tech and telecom was very specific the way it skewed us in the third quarter. As I indicated in my remarks, that one of the components in the third
quarter was a big event factor in the U.K., in tech and telecom. So that one has an important component to it. Auto, it has an important component to it. And
certainly, packaged goods and consumer products has historically been an important part of it.

Mr. Stabler:
Thanks very much.
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Operator:
Thank you. Our next question comes from Bill Bird, Bank of America/Merrill. You may ask your question.

William Bird, Bank of America/Merrill Lynch:
By year end, what will your employee count be down year-over-year, net of hires?

Mr. Roth:
Well, we said the number — we were taking out about 5100. But, remember, we go in and out. So it’s going to be hard for us to predict exact headcount
reductions, because what we do is, in this environment, to the extent we can change and add talent, it’s an opportunity for us. So I can’t really commit to a talent
number in terms of headcount.

Mr. Mergenthaler:
Bill, we’re down 11% from — over the past four quarters, and we said we are going to continue to be aggressive into the fourth quarter this year. So we would
expect to see that number continue to rise.

Mr. Roth:
I think right now we are in the 40,000 employee range. So give or take, that should be where we’ll be.

Mr. Bird:
Okay, then I guess just bigger picture, how do you think about improving profit per employee?

Mr. Roth:
Well, obviously profit per employee will be driven by our increase in our overall margins. I mean that’s our goal. So I think — let me just say at this point, we
haven’t gone off our goal of achieving competitive margins and competitive revenue. That continues to be the primary driver for our company, and frankly, we
were well on track to achieving that until this — then this economy hit us. So I think the position we are taking is very simple. That is, we know we’ve got to get
back to those run rates and that’s where our objectives are, and the way to get to the revenue per employee is to improve revenue and profitability, and then the
rest is mechanic. We keep a very close eye on the headcount. I mean if you look at the severance, the fact that we have incremental severance should give you an
indication that we are managing to the margins. And as business picks up, that’s when you’ll see an improvement in the profit per employee.

Mr. Bird:
Thank you.

Mr. Mergenthaler:
You’re welcome.

 
Operator:
Thank you. Our next question comes from David Bank with RBC Capital. You may ask your question.

David Bank, RBC Capital Markets:
Thanks very much. I guess as I look at the business right now, and what’s happening, I see three
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kind of primary headwinds for you. One is obviously economic factors. The second is the winning and losing of share, and the third is what’s happened in terms
of fee structure and scope of business. And if I go back and look at what you said on the last call — and I realize it’s an impossible, it’s a very difficult question to
address, and we appreciate you being so constructive — you kind of saw the second half being like the first half, which would have implied a 700 or 800 basis
point improvement from 3Q to 4Q sequentially. Something really changed there. And so my question is, is the thing that really changed, if you look at those three
buckets — share, fees and economic backdrop — what is the biggest thing that changed? And I realize you are not giving an absolute number. So — maybe you
are being conservative in your outlook, and we really all appreciate that — but if you look at the grand scheme of things, what is the biggest thing that changed in
your outlook?

Mr. Roth:
Well, I think it’s a combination of the economic and the scope. I think you can’t talk about one without the other. Because what’s driving the scope of reduction is
in fact the overall economic environment. Clients have the same pressures that frankly we have, in terms of delivering on our margins. And notwithstanding the
fact that we are a firm believer — I know it is self-serving that investing in the brands in a difficult environment is the way you improve your business — clients
look at it on a very, a much more short-term perspective. So I think that was the biggest factor that led to the numbers that you’re seeing. The fact that I
referenced the new business opportunities, and the fact that we were in all the pitches and we are winning our fair share and then some, goes to the issue of
whether we have the talent and the resources to compete. And I think the answer to that is yes. So until we see a recovery in the overall economic environment,
it’s going to be difficult to see consistency in that improvement. And I think that’s what everyone is waiting for. And, hopefully, 2010 will be the year that we start
seeing that kind of recovery. And we are very well-positioned, from a cost profile, from an offering profile, to bring our margins up at a rate to reach the
competitive margins that is our primary objective.

Mr. Bank:
Okay, thank you.

 
Jerry Leshne, Senior Vice President, Investor Relations:
Dennis, we’ll need to wrap up now, please.

Operator:
Thank you. At this time that does conclude today’s conference call.

Mr. Roth:
Well, thank you all for joining us. And obviously, we do appreciate the support, and we look forward to sharing with you our results for the full year coming up.
Thank you.

Operator:
Thank you. At this time all parties may disconnect.

 
*       *       *       *       *
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Cautionary Statement

This transcript contains forward-looking statements. Statements in this transcript that are not historical facts, including statements about management’s beliefs
and expectations, constitute forward-looking statements. These statements are based on current plans, estimates and projections, and are subject to change based
on a number of factors, including those outlined under Item 1A, Risk Factors, in our most recent Annual Report on Form 10-K. Forward-looking statements speak
only as of the date they are made, and we undertake no obligation to update publicly any of them in light of new information or future events.

Forward-looking statements involve inherent risks and uncertainties. A number of important factors could cause actual results to differ materially from those
contained in any forward-looking statement. Such factors include, but are not limited to, the following:

 • potential effects of a challenging economy, for example on the demand for our advertising and marketing services, on our clients’ financial
condition and on our business or financial condition;

 • our ability to attract new clients and retain existing clients;

 • our ability to retain and attract key employees;

 • risks associated with assumptions we make in connection with our critical accounting estimates, including changes in assumptions associated
with any effects of a weakened economy;

 • potential adverse effects if we are required to recognize impairment charges or other adverse accounting-related developments;

 • risks associated with the effects of global, national and regional economic and political conditions, including counterparty risks and
fluctuations in economic growth rates, interest rates and currency exchange rates; and

 • developments from changes in the regulatory and legal environment for advertising and marketing and communications services companies
around the world.

Investors should carefully consider these factors and the additional risk factors outlined in more detail in our most recent Annual Report on Form 10-K under
Item 1A, Risk Factors.
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