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www.severfield.com  
PERLPARA 

Trading in-line, with booming order book  

Severfield, the UK’s top steel construction specialist, confirms in today’s 
AGM statement that performance in the first five months of FY23E has been 
strong and that trading is in line with management’s expectations. We are 
not changing our estimates but highlight what we believe to be major 
growth prospects in response to rapidly changing geopolitical and climate 
change priorities in the group’s markets in the UK, Europe and India. 

▪ Strong trading, with major contracts to deliver in H2. Trading so far this 
financial year has been strong, with several ongoing contracts expected to 
deliver significant profits in H2. The UK and Europe order book has risen 
by 28% Y/Y to £483m at 1 September (Figure 1), with 97% from the UK. 

▪ India ramps up to meet booming demand. The 50:50 Indian JV, JSSL, has 
continued to ramp up its Bellary facility towards its maximum capacity of 
c.100,000 tonnes in 2023. The order book is up 13% Y/Y to £152m at 1 
September and, combined with an improving pipeline of potential orders, 
“reflects a continuing strong underlying demand for structural steel in 
India”. JSSL is close to selecting another plot of land, to be completed in 
H2, which will facilitate the expansion of the business. 

▪ Cost pressures effectively managed. The outlook statement indicates that 
the group is effectively navigating significant macro challenges: “Whilst 
we remain mindful of the macro-economic backdrop and particularly the 
inflationary pressures which are expected to continue for the foreseeable 
future, we are continuing to manage these well.”  

▪ New global opportunities. Severfield continues to serve a broad range of 
sectors, including infrastructure, datacentres, logistics and offices. 
However, we highlight three current global trends that could lead to a 
step-change in demand: climate change, lifestyle changes since the 
pandemic and, most pressingly, energy and economic security in the wake 
of Russia’s invasion of Ukraine. 

▪ Severfield advantages: scale, skills and balance sheet. The group is by far 
the biggest steel construction group in the UK, with competition from 
fragmented and mainly privately-owned rivals. We believe that Severfield 
has a breadth of abilities, financial strength and ability to handle complex 
projects that are generally out of the scope of the peer group (page 2). 
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FYE MAR (£M) 2021 2022 2023E 2024E 2025E 

Revenue 363.3 403.6 460.1 469.3 490.4 

Fully Adj PBT 24.3 27.1 31.2 33.6 36.2 

Fully Adj EPS (p) 6.4 7.2 8.3 8.3 9.0 

Dividend per share (p) 2.9 3.1 3.3 3.3 3.6 

PER (x) 9.0x 8.0x 7.0x 6.9x 6.4x 

EV/EBITDA (x) 6.6x 6.2x 4.8x 4.6x 4.3x 

Dividend yield 5.0% 5.4% 5.7% 5.8% 6.2% 

Source: Company Information and Progressive Equity Research estimates. 
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Severfield in brief 

Severfield is the UK’s largest structural steel group and one of the biggest in Europe. It has 
a total steel capacity of c.165,000 tonnes in its five UK plants (c.18% of domestic market) 
and employs c.1,500. It also has a JV in India. The group and its markets are discussed in 
detail in our initiation note, Election result provides clearer 2020 vision. Acquisitions of 
Harry Peers & Co in 2019 and Dam Structures in February 2021 have boosted revenue, 
earnings, capacity and reach into sectors such as, respectively, nuclear and rail.  

The three main activities it performs are:  

▪ Design of steel structures for buildings and infrastructure.  

▪ Fabrication of steel sections and plate in its five UK factories. 

▪ Erection of the steel elements within larger construction projects.  

The group was formed in 1978 as Severfield-Reeve and grew rapidly, both organically and 
through a series of acquisitions, which broadened its range of products and services. It was 
renamed Severfield-Rowen and then, in 2014, Severfield. Its landmark structures include 
the 2012 Olympic Stadium, the ‘Shard’, Birmingham New Street Station, Wimbledon Centre 
Court, the Emirates Stadium and the Paris Philharmonic Hall. It also supplies and erects 
industrial buildings and distribution warehouses. 

Significant contractual losses in 2013 prompted a major restructuring of the business, much 
more focused management controls and a £45m rights issue. The benefits of these actions 
became increasingly evident during FY15 and FY16.  

Operationally, we see less risk of overcapacity, more disciplined bidding and a continued 
shift to higher-value, less-commoditised work. This improved quality of earnings and 
cashflow could, in our view, be reflected in an improved stock market rating. With a strong 
balance sheet and focus on high-entry-barrier markets, it is targeting opportunities for 
growth, while a fragmented competition largely vies for more-commoditised work. 

Severfield has more than double the revenue of William Hare, its nearest competitor in a 
peer group that is almost entirely privately owned, except for Billington Structures.  

Markets: ability to adapt to new growth markets as they emerge 

Severfield has regularly navigated shifting patterns in demand, arguably on a more passive 
basis. Our opinion is that there is now a more active strategy of leading rather than 
following demand, with the group investing in design capabilities and manufacturing 
capacity tailored to potentially long-term, structural growth sectors such as datacentres, 
logistics and infrastructure, where clients are more dependent on security of delivery than, 
say, basic offices and retail. Europe and the potentially huge Indian market are examples 
of the group’s geographical strategy. 

 Carbon-neutral target reached 

In August 2021, the group achieved its current-year target of being accredited by the 
Carbon Trust as carbon neutral in its manufacturing and construction operations, according 
to PAS 2060, the only recognised international standard for carbon neutrality. 

  

Largest structural steel group in 
UK with growing European 
opportunities 

Significant losses in 2013 
prompted major restructuring 

Group has regularly navigated 
changing market trends 

Accredited by only recognised 
international standard for carbon 
neutrality 

Scale advantage against a 
smaller and fragmented peer 
group 

https://progressive-research.com/research/election-result-provides-clearer-2020-vision/
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Figure 1: Order book, UK and Europe (£m) 

 

Source: Company data 
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Financial Summary: Severfield 

Year end: March (£m unless shown)      
      
PROFIT & LOSS 2021 2022 2023E 2024E 2025E 
Revenue 363.3  403.6  460.1  469.3  490.4  
Adj EBITDA 29.9  32.0  41.1  43.2  45.7  
Adj EBIT 25.5  26.9  30.5  32.5  34.8  
Reported PBT 21.1  21.0  25.8  28.2  30.8  
Fully Adj PBT 24.3  27.1  31.2  33.6  36.2  
NOPAT 25.4  26.8  30.4  32.4  34.7  
Reported EPS (p) 5.6  5.1  6.5  6.6  7.3  
Fully Adj EPS (p) 6.4  7.2  8.3  8.3  9.0  
Dividend per share (p) 2.9  3.1  3.3  3.3  3.6  

      
CASH FLOW & BALANCE SHEET 2021 2022 2023E 2024E 2025E 
Operating cash flow 30.0  (1.9) 41.7  30.4  38.2  
Free Cash flow 18.4  (11.6) 27.8  15.3  20.4  
FCF per share (p) 6.0  (3.8) 9.0  4.9  6.6  
Acquisitions (20.2) (0.7) (8.0) 0.0  0.0  
Disposals N/A N/A N/A N/A N/A 
Shares issued      
Net cash flow (19.4) (29.0) 10.0  5.0  9.8  
Overdrafts / borrowings 31.9  26.5  14.4  14.4  0.0  
Cash & equivalents 25.0  (4.0) 6.0  11.1  0.0  
Net (Debt)/Cash, pre-IFRS 16 4.4  (18.4) (8.4) (3.4) 6.4  

      
NAV AND RETURNS 2021 2022 2023E 2024E 2025E 
Net asset value 190.9  197.4  207.9  218.0  230.0  
NAV/share (p) 61.9  63.8  67.2  0.0  0.0  
Net Tangible Asset Value 95.5  104.8  112.7  128.2  145.5  
NTAV/share (p) 31.0  33.9  36.4  41.4  47.0  
Average equity 187.3  194.2  202.6  212.9  224.0  
Post-tax ROE (%) 9.2% 8.0% 10.0% 9.6% 10.1% 

      
METRICS 2021 2022 2023E 2024E 2025E 
Revenue growth 19.1% 11.1% 14.0% 2.0% 4.5% 
Adj EBITDA growth 14.9% 7.2% 28.3% 5.2% 5.6% 
Adj EBIT growth 16.0% 5.5% 13.4% 6.6% 7.1% 
Adj PBT growth 15.8% 11.4% 15.1% 7.8% 7.8% 
Adj EPS growth 17.0% 11.9% 14.9% 0.7% 8.1% 
Dividend growth 3.6% 6.9% 6.5% 1.0% 8.1% 
Adj EBIT margins 7.0% 6.7% 6.6% 6.9% 7.1% 

      
VALUATION 2021 2022 2023E 2024E 2025E 
EV/Sales (x) 0.5 0.5 0.4 0.4 0.4 
EV/EBITDA (x) 6.6 6.2 4.8 4.6 4.3 
EV/NOPAT (x) 7.8 7.4 6.5 6.1 5.7 
PER (x) 9.0 8.0 7.0 6.9 6.4 
Dividend yield 5.0% 5.4% 5.7% 5.8% 6.2% 
FCF yield 10.4% (6.5%) 15.5% 8.5% 11.4% 

 

Source: Company information and Progressive Equity Research estimates 

 



 

8 September 2022 

 

To arrange a meeting with the management team, or for further information about Progressive, please contact: 
Keith Hodgskiss 
+44 (0) 20 7781 5300 
khodgskiss@progressive-research.com 
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