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Steady state 
Britain’s second largest brick producer beat consensus and our 
estimates, buoyed by continuing growth in housebuilding. 
Management maintained its outlook for FY 2019E. We have trimmed 
our EBITDA forecast into line with consensus but nudged up EPS. Our 
belief that brick demand will continue to outstrip supply is supported 
by a slew of data indicating that housebuilding and home extensions 
are holding steady despite the Brexit furore. 

 Results – a ‘beat’. Revenue grew by 11.0% to £367.5m, beating our 
estimate by 3.5%; EBITDA rose 4.5% to £78.8m, compared with our 
estimate of £76.5m and Bloomberg consensus at £77.3m. The ‘beat’ 
largely reflected a £1.3m credit under an HMRC research scheme. EPS 
grew by a larger 7.4% to 26.1p as a result of a lower than expected tax 
rate of 18.5% vs our assumption of 19.8%. The dividend was increased 
by 10.5% to 10.5p – in line with our estimate. 

 Housing demand drives Bricks and Blocks. The biggest division 
performed strongest, driven by new housebuilding demand, while the 
Bespoke Products division was held up by temporary production 
problems, which already appear to be addressed. 

 Forecasts – EPS upgraded. Our FY 2019E EBITDA forecast of 
£83.5m was slightly ahead of Bloomberg consensus, at £82.5m, and 
have prudently trimmed it to that level, which represents 4.6% YoY 
growth. We have nudged up EPS by 2.6% to 27.2p due to lower tax. 

 Market – crisis, what crisis?  Despite the furore surrounding the Brexit 
negotiations, almost all metrics point to an unexciting but steady market: 
housebuilding volumes; mortgage approvals; overall completed 
transactions (secondhand and newbuild); and even ‘big ticket’ 
household repair, maintenance & improvement (RMI) – an important 
driver of Forterra’s high-margin Fletton range. The major housebuilders 
have indicated they intend to grow volumes by low-to-mid single digits 
in FY 2019E, while smaller rivals and new tenures are gaining ground. 

 Investment backdrop and valuation. Long term expansion of 
affordable and private rented housing should support demand; 
brickmaking is a consolidated sector with only two large competitors. 
Forterra remains  at a discount to market leader Ibstock (IBST, 255p, 
£1,040m), despite the market view that it has delivered a more blemish-
free performance since their respective IPOs: FY 2019E P/E (Factset) 
10.7x vs 13.0x for IBST. 
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FYE DEC (£M) 2016 2017 2018 2019E 2020E 

Revenue 294.5 331.0 367.5 385.4 402.0 

Adj EBITDA 70.6 75.4 78.8 82.5 86.1 

Fully Adj PBT 54.3 61.1 64.8 67.5 70.8 

Fully Adj EPS (p) 21.4 24.3 26.1 27.2 28.5 

EV/Sales (x) 2.1 1.9 1.7 1.6 1.6 

EV/EBITDA (x) 8.8 8.3 7.9 7.6 7.2 

PER (x) 13.6 12.0 11.2 10.7 10.2 

Source: Company Information and Progressive Equity Research estimates 
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Overview: keeping calm and carrying on 
The brick and concrete producer delivered solid results, beating our estimates, 
underpinned by strong demand for new housing, mainly supporting the Bricks and 
Blocks division, and despite headwinds during the year from the ‘Beast from the East’ 
cold snap and temporary productivity problems following the Bison acquisition. The 
Brexit shenanigans do not appear to have dented housebuilding or, more surprising, 
home extensions and we expect brick demand to continue to exceed supply (page 8). 

Results beat our estimates; EPS and dividend forecasts raised 

The results were ahead of our key estimates in most areas (see Table 1) and the 
management’s main focus of EBITDA beat Bloomberg consensus by 2%: 

 Revenue grew by 11.0% to £367.5m, beating our estimate by 3.5%.  

 EBITDA rose by 4.5% to £78.8m, compared with our estimate of £76.5m and 
Bloomberg consensus at £77.3m. It grew by less than the increase in turnover, due 
to the dilutive impact of lower-margin sales from the Bison concrete products 
acquisition. However, the ‘beat’ on consensus largely reflected a £1.3m a credit 
under an HMRC research scheme.  

 Dil. EPS grew by a larger 7.4% to 26.1p as a result of a lower than expected tax 
rate of 18.5% vs our assumption of 19.8%.  

 The dividend was increased by 10.5% to 10.5p – in line with our estimate, cover of 
2.5x by earnings and well covered by cashflow. 

 Net debt fell again, from £60.8m to £38.8m, 0.49x EBITDA. Debt reduction has been 
one of Forterra’s standout features since the April 2016 IPO when it stood at £155m, 
2.2x EBITDA. 

Management outlook “unchanged” 

The company’s outlook statement was that its expectations for FY 2019E “are 
unchanged”. Our EBITDA forecast of £83.5m was slightly ahead of Bloomberg 
consensus, at £82.5m, and we have prudently trimmed it to that level, which still 
represents YoY growth of 4.6%. We have nudged up our revenue expectations by 
3.0%.  

However, the company has guided to a 18.5% tax rate for FY 2019E, which pushes up 
our EPS estimate by 2.6% to 27.2p. We have also cut our net debt estimate from 
£38.6m to £35.7m. 

We have introduced FY 2020E estimates, including EBITDA of £86.1m (representing 
YoY growth of 4.4%), dil EPS of 28.5p; and a dividend of 11.6p. 

Table 1: Key estimate changes 
Year-end 2017 2018   2019E   

Dec (£m)   actual   estimate   diff. (%)   new   old   diff. (%)  

Revenue 331.0 367.5 355.0 3.5% 385.4 374.2 3.0% 

EBITDA adj 75.4 78.8 76.5 3.0% 82.5 83.5 -1.1% 

PBT adj 61.1 64.8 61.7 5.0% 67.5 68.7 -1.7% 

EPS dil adj (p  24.3 26.1 24.1 8.3% 27.2 26.5 2.6% 

DPS (p) 9.5 10.5 10.5 0.0% 11.0 11.0 0.0% 

Net debt 60.8 38.8 39.2 -1.0% 35.7 38.6 -7.5% 
 

Source: Company Information and Progressive Equity Research estimates 
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Divisional summary: Bricks and Blocks division leads growth 

Brief description: Forterra is the UK’s second largest brick manufacturer, after Ibstock, 
and is also a major producer of concrete blocks and a range of concrete and clay paving, 
flooring, drainage and other products. Its current brick capacity is 590 million pa, 
approximately 29% of UK capacity, which is dominated by these two, Wienerberger and 
Michelmersh in distant fourth. It is entirely UK-focused and its main end-use is in the 
residential new building and refurbishment markets   

The group comprises the rebranded UK building products activities of the old Hanson 
conglomerate. Having been acquired eventually by US private equity group Lone Star, 
the UK business was listed on the London Stock Exchange on 21 April 2016 at 180p, 
valuing the group at £360m. 

Table 2: Divisional revenue, 2018 (%) LHS; EBITDA, 2017 – 20E, £m (RHS) 

  

Source: Company Information and Progressive Equity Research estimates 

Bricks and Blocks: raising prices in capacity-constrained industry 

The division is the UK’s second largest brick manufacturer, with c. 29% of industry 
capacity. In a highly consolidated sector, Ibstock has 43%, Wienerberger 23% and 
Michelmersh c. 5%. Forterra also, uniquely among brick manufacturers, produces the 
high margin ‘Fletton’ brick type, which was used in the construction of c. 5 million post-
war homes – approximately a quarter of UK housing stock. Flettons are effectively 
required by many planning authorities for home extensions. 

The division also manufactures dense concrete and the lighter and more thermally 
insulating aerated concrete blocks, used for the inner ‘leaf’ of cavity wall structures in 
new homes.  

Brick and block production is now near full capacity because of new housebuilding 
demand: brick output in FY 2018 rose by 13% following full year of production at two 
plants and also benefiting from ‘debottlenecking’ projects. However, the company 
indicated at the results meeting that external brick sales volume rose by only around 2% 
during the period as a result of the decision due to build back stock levels, which were 
diminishing across the industry. 

Price rises accounted for the higher revenue increase in Bricks and Blocks during the 
year, keeping track with cost inflation. Industry now at near to full capacity and imports 
are 16% of brick use. The group had already signalled an expansion of its Desford plant, 
which should add almost 100m of brick making capacity when it comes on stream during 
2022.  
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Outlook: We expect little in the way of volume increases due to capacity constraints. 
We have assumed 1% volume growth (mainly concrete) and 3% price growth, to keep 
pace with input costs. We expect a slight dilution of EBITDA margins from 28.1% to 
27.7%, reflecting more contribution to divisional sales from lower margin blocks.  

Bespoke Products: signs of turnround after “disappointing” Bison phase 

The division manufactures made-to-order products including: precast concrete, block 
paving, chimney and roofing systems. Revenue grew by 20% to £100.3m due mainly 
to the FY contribution following the acquisition of the Bison Swadlincote site in 
September 2017 (a lossmaking division of financially-challenged construction group 
Laing O’Rourke, acquired at a significant discount to replacement cost). EBITDA fell 
from £6.3m to £3.0m as the integration of the new precast site was slower than 
anticipated and also due to the weather-related delays in the first half (the unit 
supplies multi-occupier homes, which were harder hit than single homes). EBITDA 
margin fell from 7.5% to 3.0%. Although H1 was hit badly, by Q4 the unit was meeting 
its targets. The performance of other businesses in the division were mixed, with 
Formpave hit by price competition (“now stabilised”) and chimney and roofing 
products unit Red Bank delivering a “robust” performance.  

Outlook: We see greater scope for volume growth and some limited price recovery, 
leading to an estimated 7% increase in revenue. The improvements in productivity in 
Bison should feed through to margin recovery over the mid-term, with a 4.5% estimate 
for FY 2019E and 5.5% for FY 2020E, with further recovery beyond. 

Low gearing offers scope for further expansion – if risk and returns attractive 

With net debt now down to 0.5x, the company is well within its banking facilities. This 
ratio could expand if the opportunities and, importantly, risk profile of investments are 
attractive. It has steered a conservative path before and after the IPO, in our view, 
preferring short-payback factory upgrades (typically with IRRs of > 15%). It is building 
the new plant at Desford, with capex of c. £95m spread over four years, but as our 
market analysis suggests (see page 8), demand appears likely to outstrip supply in 
all but a re-run of the Financial Crisis. 

The analyst meeting spelled out management’s priorities for capital allocation: 

1. Organic investment. In addition to brick projects, these include new product 
development and the conversion of the Newbury aircrete plant to take conditioned 
PFA as well as dry ash. There will be further opportunities to increase capacity in 
other product lines over the medium term. 

2. Dividends. A progressive dividend policy whilst maintaining an appropriate level 
of dividend cover (currently 2.5x), reflect the long-term earnings and cash flow 
potential “whilst recognising that the group operates in cyclical markets”. 

3. Acquisitions. The group will continue to evaluate potential acquisitions which 
strengthen existing market positions, expand the product range or enable us to 
address complementary markets. It “will only pursue those opportunities where 
the strategic rationale can be clearly demonstrated and where the financial hurdles 
can be met”. 

 

 

  

Mixed results from 
diverse division, with 
Bison acquisition taking 
time to bed in and varying 
price pressure from 
diverse competition 

Capital allocation priorities 
spelled out, with organic 
investment and dividend 
payments ahead of M&A, 
unless strict criteria can be 
met  
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Financials  

Table 3: Revenue and cost model 
Year-end December (£m) 2017 2018 2019E 2020E  H1 17 H2 17 H1 18 H2 18 

Revenue          

Bricks & Blocks  249.5   269.4   280.3   291.6    123.7   125.8   132.4   137.0  

Change (%) 12.7% 8.0% 4.0% 4.0%  13.8% 11.7% 7.0% 8.9% 

Volume change - forecast (%)   1.0% 1.0%      

Price change - forecast (%)   3.0% 3.0%      

Bespoke Products  83.6   100.3   107.3   112.7    40.0   43.6   48.5   51.8  

Change (%) 7.0% 20.0% 7.0% 5.0%  5.0% 18.8% 21.3% 18.8% 

Intersegment elimination  (2.1)  (2.2)  (2.2)  (2.2)   (1.0)  (1.1)  (0.9)  (1.3) 

Group revenue  331.0   367.5   385.4   402.0    162.7   168.3   180.0   187.5  

Change (%) 12.4% 11.0% 4.9% 4.3%  11.4% 13.3% 10.6% 11.4% 

Cost of sales 
 (196.8)  (230.2)  (242.4)  (252.5)   (94.4)  (102.4)  (110.1)  (120.1) 

Expenses  (69.7)  (70.2)  (73.0)  (75.9)   (34.7)  (35.0)  (36.4)  (33.8) 

Change (%) 17.9% 0.7% 4.0% 4.0%      

EBITDA          
Bricks & Blocks  69.1   75.8   77.6   79.9    35.7   33.4   38.5   37.3  

Margin (%) 27.7% 28.1% 27.7% 27.4%  28.9% 26.6% 29.1% 27.2% 

Bespoke Products  6.3   3.0   4.8   6.2    3.0   3.3   0.7   2.3  

Margin (%) 7.8% 3.0% 4.5% 5.5%  7.5% 7.6% 1.4% 4.4% 

Group EBITDA, pre-exc 75.4   78.8   82.5   86.1    38.7   36.7   39.2   39.6  
Margin (%) 22.8% 21.4% 21.4% 21.4%  23.8% 21.8% 21.8% 21.1% 

Depreciation and amortisation  (10.9)  (11.7)  (12.5)  (12.5)   (5.1)  (5.8)  (5.7)  (6.0) 

EBIT, group only  64.5   67.1  70.0 73.5   33.6   30.9   33.5   33.6  

Margin (%) 19.5% 18.3% 18.2% 18.3%  20.7% 18.4% 18.6% 17.9% 
 

 

Source: Company results, Progressive Equity Research estimates 
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Table 4: Profit & loss account 
Year-end December (£m) 2015 2016 2017 2018 2019E 2020E 

Group revenue  290.2   294.5   331.0   367.5   385.4   402.0  
COGS  (167.7)  (175.2)  (196.8)  (230.2)  (242.4)  (252.5) 
Gross profit  122.6   119.3   134.2   137.3   143.0   149.5  
Operating expenses  (61.4)  (59.1)  (69.7)  (70.2)  (73.0)  (75.9) 
Group operating profit  61.1   60.2   64.5   67.1   70.0   73.6  
Exceptionals  (11.6)  (8.9)  (1.8)   -      -      -    
Interest  (27.3)  (14.2)  (3.4)  (2.3)  (2.5)  (2.8) 
PBT, reported  22.2   37.1   59.3   64.8   67.5   70.8  

Underlying tax  (4.2)  (11.3)  (11.8)  (12.0)  (12.5)  (13.1) 
Underlying tax rate (%)  12.2   20.8   19.3   18.5   18.5   18.5  
Tax on exceptionals   1.7   0.3    -      -      -    

Reported tax  (4.2)  (9.6)  (11.8)  (12.0)  (12.5)  (13.1) 
Net attrib. profit  18.0   27.5   47.5   52.8   55.0   57.7  

       

Pretax pre-exceptionals, PF 
                      

34.1  
                      

54.3  
                      

61.1  
                      

64.8  
                      

67.5  
                      

70.8  
Period end shares (million)  200.0   200.0   200.6   200.6   200.6   200.6  
Wtd. ave. shares (million)  200.4   200.0   200.0   199.2   199.2   199.2  
Diluted shares (million)  201.2   200.8   202.9   202.3   202.3   202.3  
EPS, basic (p)  9.0   13.8   23.8   26.5   27.6   29.0  
EPS, pre-exceptionals + g/w (p)  14.9   21.5   24.7   26.5   27.6   29.0  
EPS, diluted, pre-exceptionals + g/w (p)  14.9   21.4   24.3   26.1   27.2   28.5  
EPS, diluted, basic (p)  9.0   13.7   23.4   26.1   27.2   28.5  
DPS - declared (p)   5.8   9.5   10.5   11.0   11.6  
NAV (p)   34.6   52.2   66.9   83.6   101.0  
Dividend cover (x)   3.7   2.6   2.5   2.5   2.5  

 

Source: Company results, Progressive Equity Research estimates  

Finance cost  

Interest charges were reduced due to a positive ‘triple-whammy’ of: lower average net 
debt during the period; the FY general benefits of the 2017 refinancing; and the 
reduction to the lowest interest band on the RCF, due to net debt falling to below 1.0x 
EBITDA. 

Tax  

The effective rate was cut from 19.3% to 18.5% due to a reduction in the UK statutory 
rate to 19% and the inclusion of prior period adjustments. 

Cashflow  

Operating cashflow of £79.8m represented a cash conversion of 91% (operating cash 
flow less total capital expenditure, divided by operating profit). Working capital 
reductions made less of a positive contribution as brick inventory reduced at a lower 
rate than in 2017. ‘Strategic’ capital expenditure included the modification of the Hams 
Hall aircrete facility to enable use of conditioned PFA; purchase of long-term clay 
reserves at an investment of £4.5m for the London Brick facility; the completion of the 
brick debottlenecking project at Accrington; and the preparation work for the major 
capacity increase project at Desford. ‘Maintenance’ capex included further investment 
in improving IT systems.  
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Table 5: Adjusted cash flow statement 
Year-end December (£m) 2015 2016 2017 2018 2019E 2020E 
Group operating profit inc exceptionals  49.5   46.6   62.7   67.1   70.0   73.6  
Depreciation  9.1   10.4   10.9   11.7   12.5   12.5  
Intangible amortisation  0.3    -      -      -      -      -    
Other  4.1   0.2   6.0     
Changes in working capital  (13.1)  (1.0)  10.6   1.0   (2.0)  (2.0) 
Operating cash flow  50.0   56.2   90.2   79.8   80.5   84.1  
Capex (maintenance)  (12.4)  (8.7)  (8.4)  (16.3)  (12.0)  (12.0) 
Interest, net  (26.4)  (12.4)  (3.3)  (2.2)  (2.5)  (2.8) 
Tax  (3.3)  (6.3)  (9.3)  (11.8)  (12.5)  (13.1) 
Free cashflow  7.9   28.8   69.2   49.5   53.5   56.2  
Expansionary capex (forecast only)    -      -      (29.0)  (30.0) 
Acquisitions   (0.1)  (21.8)  (2.1)   
Dividends - paid   (4.0)  (13.8)  (19.3)  (21.4)  (22.9) 
Financing, other  (4.7)  7.3   (60.8)  (31.1)   
Change in net cash (historic)/net debt (forecast)  3.2   32.0   (27.2)  (3.0)  3.1   3.3  

 

Source: Company results, Progressive Equity Research estimates  

 

 

Table 6: Summary balance sheet 
Year-end December (£m) 2015 2016 2017 2018 2019E 2020E 
Intangible fixed assets  13.3   13.7   15.8   17.3   17.3   17.3  
Tangible fixed assets  149.5   147.2   165.2   170.5   199.0   228.5  
Investments  1.8   0.4    -      -      -      -    
Working capital  (0.0)  18.4   8.1   3.3   5.3   7.3  
Provisions, others   6.3   (18.2)  (23.6)  (18.1)  (18.1)  (18.1) 
Retirement benefit liabilities   -      -      -      -      -      -    
Net cash/(debt)  (381.4)  (92.3)  (60.8)  (38.8)  (35.7)  (32.4) 
Net assets  (210.5)  69.2   104.7   134.2   167.8   202.6  

 

Source: Company results, Progressive Equity Research estimates; 1 pro-forma net debt at IPO, £155m  
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Brick demand: crisis, what crisis? 
While the mass media has been fixated on the Brexit negotiations, and its supposedly 
negative effects on consumer and business sentiment … nobody seems have told 
house buyers. Even during the shrill coverage ahead of this month’s denouement all of 
the following have held steady: housebuilding volumes; mortgage approvals; overall 
completed transactions (secondhand and newbuild); and even ‘big ticket’ household 
repair, maintenance & improvement (RMI) – an important driver of Forterra’s high-
margin Fletton range.  

Major housebuilders – the main customers of Forterra – have reported strong demand 
and are looking to at least maintain volumes. They are better capitalised than in past 
cycles, supported to Help to Buy (albeit with some ‘tweaks’ likely); and other drivers of 
new homes output – mid-sized housebuilders, housing associations, local authorities 
and build-to-rent developers – are gathering momentum.  

Brick stocks 

Industry-wide brick stocks in January rose only slightly off their near-lows for the cycle, 
we believe partly due to new capacity and plant extensions and partly due to deliberate 
restocking – as was the case with Forterra. We don’t see much increase of these lows, 
and thus companies will attempt to introduce ‘responsible’ pricing – to keep up with 
input costs but to maintain the loyalty of major housebuilding customers. 

We see imports – currently running at c. 16% of industry usage – as being the main 
‘pressure valve’ for excess demand.  

Brick stocks (millions), LHS; Stocks / deliveries 

  
 

Source: BEIS. 1 latest stocks ÷ 12x latest month deliveries; 2 latest stocks ÷ last 12 months cumulative deliveries 

Housebuilding  

The most up-to-date data is from the NHBC, albeit not as comprehensive as official 
ONS Housing Starts – but actually more exposed to the key buyers of Forterra’s bricks. 
The rolling 12-month total has recovered after a hiatus from last year’s cold winter 
weather. The spot YoY increase in January was +1.6%. 

The major housebuilders have indicated they intend to grow volumes by low- to mid-
single digits in 2019, while smaller rivals and new tenures are gaining ground. 
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Rolling 12 month starts (000) 

 

Source: NHBC 

Mortgage approvals and housing transactions 

Underpinning the health of any new build market is a healthy secondhand market. Both 
‘front’ end (mortgage approvals) and ‘back end’ (completed transactions) indicate a 
steady state – at levels midway between the peak and trough of the last cycle. 

Mortgage approvals for house purchase 

 

Source: UK Finance 
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Housing transactions, rolling 12 months 

 

Source: HMRC 

 

Housing RMI 

Possibly the biggest surprise to us has been that ‘large ticket’ home improvement work 
appears to have held up, according to household planning applications. If any 
consumer move were to be put on hold, a home extension – often involving Flettons – 
would be it.  

RMI Market: Planning applications of less than £100k 

 

Source: Barbour ABI 
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Financial Summary: Forterra 
Year end: December (£m unless shown)      
      
PROFIT & LOSS 2016 2017 2018 2019E 2020E 
Revenue 294.5 331.0 367.5 385.4 402.0 
Adj EBITDA 70.6 75.4 78.8 82.5 86.1 
Adj EBIT 60.2 64.5 67.1 70.0 73.6 
Reported PBT 37.1 59.3 64.8 67.5 70.8 
Fully Adj PBT 54.3 61.1 64.8 67.5 70.8 
NOPAT 47.7 52.0 54.7 57.0 60.0 
Reported EPS (p) 13.8 23.8 26.5 27.6 29.0 
Fully Adj EPS (p) 21.4 24.3 26.1 27.2 28.5 
Dividend per share (p) 5.8 9.5 10.5 11.0 11.6 
      
CASH FLOW & BALANCE SHEET 2016 2017 2018 2019E 2020E 
Operating cash flow 56.2 90.2 79.8 80.5 84.1 
Free Cash flow 28.8 69.2 49.5 53.5 56.2 
FCF per share (p) 14.4 34.6 24.8 26.8 28.2 
Acquisitions (0.1) (21.8) (2.1) 0.0 0.0 
Disposals N/A N/A N/A N/A N/A 
Shares issued      
Net cash flow 32.0 (27.2) (3.0) 3.1 3.3 
Overdrafts / borrowings 148.5 89.8 64.8 64.8 64.8 
Cash & equivalents 56.2 29.0 26.0 29.1 32.4 
Net (Debt)/Cash (92.3) (60.8) (38.8) (35.7) (32.4) 
      
NAV AND RETURNS 2016 2017 2018 2019E 2020E 
Net asset value 69.2 104.7 134.2 167.8 202.6 
NAV/share (p) 34.6 52.2 66.9 83.6 101.0 
Net Tangible Asset Value 55.5 88.9 116.9 150.5 185.3 
NTAV/share (p) 27.8 44.3 58.3 75.0 92.4 
Average equity (219.5) (70.7) 87.0 119.5 151.0 
Post-tax ROE (%) (12.5%) (67.2%) 60.7% 46.0% 38.2% 
      
METRICS 2016 2017 2018 2019E 2020E 
Revenue growth N/A 12.4% 11.0% 4.9% 4.3% 
Adj EBITDA growth N/A 6.8% 4.5% 4.6% 4.4% 
Adj EBIT growth N/A 7.1% 4.0% 4.3% 5.2% 
Adj PBT growth N/A 12.5% 6.1% 4.1% 4.9% 
Adj EPS growth N/A 13.5% 7.4% 4.1% 4.9% 
Dividend growth N/A 63.8% 10.5% 5.1% 4.9% 
Adj EBIT margins 20.4% 19.5% 18.3% 18.2% 18.3% 
      
VALUATION 2016 2017 2018 2019E 2020E 
EV/Sales (x) 2.1 1.9 1.7 1.6 1.6 
EV/EBITDA (x) 8.8 8.3 7.9 7.6 7.2 
EV/NOPAT (x) 13.1 12.0 11.4 10.9 10.4 
PER (x) 13.6 12.0 11.2 10.7 10.2 
Dividend yield 2.0% 3.3% 3.6% 3.8% 4.0% 
FCF yield 4.9% 11.9% 8.5% 9.2% 9.7% 

 

Source: Company information and Progressive Equity Research estimates 
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commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only.  All 
information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable; 
however, PERL does not guarantee the accuracy or completeness of this report.  Opinions contained in this report represent 
those of the research department of PERL at the time of publication, and any estimates are those of PERL and not of the 
companies concerned unless specifically sourced otherwise.  PERL is authorised and regulated by the Financial Conduct Authority 
(FCA) of the United Kingdom (registration number 697355). 

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or 
underwrite securities or units.  Investors should seek advice from an Independent Financial Adviser or regulated stockbroker 
before making any investment decisions.  PERL does not make investment recommendations.  Any valuation given in a research 
note is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.  PERL does not 
undertake to provide updates to any opinions or views expressed in this document. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the 
United Kingdom.  It has not been prepared in accordance with the legal requirements designed to promote the independence of 
investment research.  It is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

PERL does not hold any positions in the securities mentioned in this report.  However, PERL’s directors, officers, employees and 
contractors may have a position in any or related securities mentioned in this report.  PERL or its affiliates may perform services 
or solicit business from any of the companies mentioned in this report. 

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings.  In addition, 
the level of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes may lead 
to difficulties in opening and/or closing positions.  It may be difficult to obtain accurate information about the value of securities 
mentioned in this report.  Past performance is not necessarily a guide to future performance. 


	Steady state
	Overview: keeping calm and carrying on
	Results beat our estimates; EPS and dividend forecasts raised
	Management outlook “unchanged”

	Divisional summary: Bricks and Blocks division leads growth
	Bricks and Blocks: raising prices in capacity-constrained industry
	Bespoke Products: signs of turnround after “disappointing” Bison phase
	Low gearing offers scope for further expansion – if risk and returns attractive


	Financials
	Finance cost
	Tax
	Cashflow

	Brick demand: crisis, what crisis?
	Brick stocks
	Housebuilding
	Mortgage approvals and housing transactions
	Housing RMI


