Townhall Digest: Key Highlights and Takeaways
Financial Update – Led by Jonathan Spight, CFO
1. Overview of 2024 Performance
· Economic Challenges & Sales Decline:
· The company faced a tough sales year with a decline of 1.9% compared to 2023.
· Sales were particularly impacted in international markets including Asia Pacific (Taiwan, India) and Latin America (Argentina). Brands like W&N and SNAZAROO struggled.
· Sales in certain categories like acrylics and watercolours performed well, but others such as oils, mediums, and canvases showed decline.
· Direct-to-Consumer (DTC) saw growth, doubling from £600,000 to £1.3 million.
· Margins and Costs:
· Gross margin improved by 1.3%, mostly through a favourable product mix and restructuring efforts (e.g., in China). 
· With limited price increases, challenges remain with Freight cost ad volume, and factories still operating at low utilisation across all sites.
· There was a small increase in Operating Expenses (OPEX, up by £800,000) but was overall tightly managed, with cost-conscious spending despite some increases in marketing.
· Reduction in incentive accrual as well as controlled discretionary spending to keep things balanced.
· EBIT (Earnings Before Interest and Taxes) was stable despite the lower sales at £4.7M.
· There were notable improvements in Europe where we turned a loss into profit. But we’re still operating at a loss after taxes and interest, which we need to address moving forward.
· A key concern was cash flow, which did not meet expectations, leading to increased debt for the company.

2. 2025 Financial Strategy
· Strategic Vision for 2025:
· Stabilisation Year: The company has declared 2025 as a year of stabilising operations and preparing for future growth, balancing:
· Investments in key areas like Direct-to-Consumer (DTC) (still a loss-leader) and increased A&P spend.
· Realistic sales expectations to avoid overstretching.
· A reduced EBIT, meaning the company will remain loss-making after tax (-£1.0m).
· The budget includes modest net sales growth of 3.5%; our main brands (like W&N, Liquitex, and SNAZAROO) are expected to see growth, and our Direct-to-Consumer sales should grow to £1.9 million.
· We plan to manage costs carefully and make small price adjustments, so we expect a small increase in gross margin. We’ll also stay vigilant about potential tariff changes in the US and wage impacts in the UK that could affect our costs.
· OPEX is up by £3.8m – increased but strategically controlled spending.
· We’ll be increasing our marketing spend and staff costs, and we’re making some strategic investments. But we’re also focusing on controlling costs, particularly people costs.
· EBIT: £3.7m – A smaller profit expected, but still stable
· We’re aiming for stability in 2025, with a smaller profit compared to 2024. The focus will be on laying the groundwork for future growth while managing costs carefully.
· Cash Flow: £6.6m – Higher cash flow forecast
· We expect to generate more cash due to lower capital spending and a more stable working capital position. However, we will also take on more debt due to planned investments.

3. Key Takeaways:
· 2024: A Resilient Year Amid Challenges: Despite a slight decline in sales due to global market pressures, we managed costs well, improved margins, and kept the business stable.
· 2025: A Year of Stabilisation & Smart Investments: We’re not where we need to be yet, but we have the right strategy and support from the Board. 
· To succeed, we’ll focus on preparing for growth, ensuring stability and making strategic investments, while staying true to our values of agility and accountability. 
· This means managing costs carefully and making necessary changes.
· Impact on Our Team: While there are some increases in marketing and staff costs, the overall goal is to ensure stability and lay the foundation for long-term growth. 
· Your role is critical in maintaining financial discipline, executing strategy and positioning Colart for sustained growth.

Miami Art Week – Led by Erin Keenan, Consumer Marketing Director
4. Insights from Miami Art Week by Erin Keenan
· Cultural Impact and Brand Engagement:
· Erin shared her experience attending Miami Art Week, emphasising its significance as a cultural event and networking hub.
· She attended Art Basel and Design Miami, where large brands, such as Lufthansa and Land Rover, had presence, though Erin found the connection between art and these brands somewhat lacking in authenticity.
· The most meaningful opportunities for the company were at smaller, satellite events, like Aqua Art Miami, where brands could engage more authentically with artists and the art community.
· Partnership Opportunities:
· Erin highlighted the potential for partnerships with artists like Ashley Longshore, which could lead to exciting collaborations, particularly for products like Liquitex.
· She emphasised the importance of building authentic relationships and leveraging events like Miami Art Week to keep the company connected to the art world.

5. Key Takeaways
· Brand Engagement:
· Attend and stay curious about major events like trade shows and art fairs to build relationships with key industry players and capitalise on emerging trends.
· Continue exploring meaningful ways to connect with art and innovation, ensuring that the company's presence at these events feels authentic and resonates with audiences.

