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Opportunities abound amid new world order  

Prospects for Severfield, the UK’s top steel construction specialist, should 
be underpinned not only by existing markets including infrastructure and 
datacentres but also, longer term, by three key themes: security, 
decarbonisation and lifestyle changes. The group’s specialist skills ideally 
place it for new nuclear, green energy and ‘gigafactories’. This wide-ranging 
note peers over the horizon to Severfield’s longer-term opportunities.  

▪ New world opportunities. One of the benefits, in our view, of the broad 
range of sectors that Severfield serves is the ability it provides to offset 
cyclical declines in some with strength in others. Moreover, Severfield has 
periodically added new sectors, such as logistics and datacentres. In this 
note we explore three current global trends that could transform demand: 
climate change, lifestyle changes and political aims, and, most pressingly, 
energy and economic security in the wake of Russia’s invasion of Ukraine. 

▪ Focus on ‘security’ heralds nuclear revival. The UK government’s strategy 
has pushed nuclear, as well as hydrogen, wind and other green 
technologies, up the agenda. Severfield is particularly suited for building 
facilities for nuclear, as well as hydrogen and other fuels skills, aided by 
the 2019 acquisition of Harry Peers, which specialises in nuclear and the 
wider power generation sector as well as process industries. 

▪ Decarbonisation reprioritised. There has been a reprioritisation of green 
ambitions following the Ukraine invasion, prompting calls for a temporary 
return to hydrocarbon exploration and production, and more focus on 
energy supply rather than efficiency. However, we still believe there will 
be considerable opportunities, such as gigafactories and production 
plants for wind turbines, heat pumps and insulation products. 

▪ Politics & lifestyle changes. Brexit, manifesto pledges and ‘levelling up’ 
(arguably strengthened with Michael Gove in charge) should be 
supportive – possibly, still, in ‘Investment Zones’. Also, cloud computing 
and lifestyle have driven datacentres and a huge rise in UK film studios. 

▪ Severfield advantages: scale, skills and balance sheet. We believe the 
group has a breadth of abilities, financial strength and prospects generally 
ahead of the peer group, most of which are much smaller in scale.  

▪ Financials. The AGM statement on 8 September reaffirmed guidance amid 
strong trading, with ongoing contracts expected to deliver significant 
profits in H2 22E, and a 28% increase in the UK and Europe order book.    
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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 35.2 

Fully Adj EPS (p) 6.4 7.2 8.3 8.3 8.8 

Dividend per share (p) 2.9 3.1 3.3 3.5 3.7 

PER (x) 8.0x 7.1x 6.2x 6.2x 5.9x 

EV/EBITDA (x) 5.9x 5.5x 4.3x 4.1x 4.0x 

Dividend yield 5.6% 6.0% 6.4% 6.8% 7.2% 

Source: Company Information and Progressive Equity Research estimates. 
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Overview: ‘security’ reinforces ‘green’ growth 

The UK’s Energy Security Strategy (ESS), published on 7 April, put nuclear and wind power, 
with a temporary revival of gas, at the forefront of cutting the UK’s dependence on Russian 
hydrocarbons, while maintaining its net zero commitments. We believe both can lift 
medium- to long-term demand for Severfield’s specialist skills, particularly in process 
engineering, boosted by the Harry Peers acquisition. However, broader concepts of 
‘security’, such as economic independence and supply chain reliability, should also bolster 
some of Severfield’s existing markets, such as industrial and logistics.  

A distinctive feature of Severfield, the UK’s biggest structural steel specialist, has always 
been the broad spectrum of end markets it serves (Figure 1). This has periodically been 
added to by emerging growth sectors, most recently datacentres and before that logistics. 
Both should continue to grow, in our view. However, in this note we examine potential 
major end markets, largely driven by the momentous events of the past two years, on top 
of climate change. Building types include gigafactories, giant film studios and revived 
demand for factories. Longer term, there is demand for reliable power generation, 
including conventional nuclear and even the ‘Holy Grail’ of nuclear fusion (page 7). 

A number of these political and economic aims also apply to mainland Europe, which 
Severfield has targeted for expansion, both organically and, we believe, potentially through 
acquisition. We also briefly highlight currently strong end markets for the group – such as 
datacentres and logistics – and update on the market in India, where Severfield has a JV 
with steel capacity greater than in the UK, and where the market appears to be recovering 
more rapidly than many had expected after a severe pandemic across the sub-continent. 

We have identified three broad and often overlapping trends, all of which could support 
demand for Severfield’s services in the short to long term, increasing revenue resilience:  

▪ Security and ‘deglobalisation’ accelerated by war. The reactions to Russia’s invasion of 
Ukraine eclipsed, at least temporarily, some of the green agenda. However, many of 
the aims of the ESS and other initiatives strongly support renewable energy. There has 
been an even more urgent need to reduce mainland Europe’s dependence on Russian 
energy. However, ‘security’ also involves food, economic and supply-chain reliability. 
We envisage the pendulum of globalisation swinging backwards to a degree, with ‘on-
shoring’ or ‘near-shoring’ creating more demand for factories and logistics. In the most 
literal sense of ‘security’, defence production is likely to grow. Severfield opportunity: 
nuclear facilities and process industries, within the new Nuclear & Infrastructure 
division, and factories and logistics space, within Commercial & Industrial. 

▪ Decarbonisation reprioritised. There has been a reprioritisation of green ambitions 
following the Ukraine invasion, prompting calls for a temporary return to hydrocarbon 
exploration and production, and more of a focus on energy supply rather than 
efficiency, which was a major aspect of previous government green policy. However, 
we still believe there will be considerable opportunities, such as gigafactories and 
production plants for wind turbines, heat pumps and insulation products. Severfield 
opportunity: process engineering for O&G and factories for green components.   

▪ Politics & lifestyle changes. A combination of Brexit, electoral pledges and lifestyle 
changes, mostly accelerated by the pandemic. These include: Investment Zones, among 
the still-surviving ‘growth’ elements from the ‘mini-budget’ ahead of the 31 October 
Fiscal Statement from Chancellor Jeremy Hunt and PM Rishi Sunak; datacentres (the 
rise in cloud computing, accelerated by home working); and a huge rise in UK film 
studios (content for cinema and home entertainment). Severfield opportunity:  
logistics, factories, datacentres and studios (the latter two using more steel).  

War in Ukraine prompts focus on 
energy and economic security, 
boosting new, higher-value end-
market sectors for Severfield  

Group has always been able to 
react rapidly to new markets as 
they emerge 

Overseas: similar drivers also 
feature in targeted European 
markets, while opportunities 
appear to be recovering more 
rapidly than expected 

Three broad trends to reinforce 
growth and revenue resilience in 
the short to long term 
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Skills and financial strength key in shifting landscape 

The past year has been particularly turbulent for the end-markets covered by Severfield, 
with new factors emerging while some others have receded. Energy and economic security 
advanced up the political agenda after Russia invaded Ukraine in February, to an extent 
eclipsing some of the UK government’s ‘green’ pledges (eg a renewed focus on oil and gas) 
made only three months earlier at the COP26 climate summit in Glasgow, but also 
promoting, for instance, nuclear and offshore wind. Any remnants of the Growth Plan, 
aimed at economic recovery could further change the mix. Although politics keep shifting, 
we believe most should fuel growth prospects for Severfield, especially in higher-value, 
technically complex work that few, if any, of its competitors can compete for (see below).  

However, the economic consequences of the invasion, on top of global inflation and rising 
interest rates, may inevitably lead to some, mainly economically sensitive, projects being 
deferred or cancelled. In the short to medium term, ongoing infrastructure projects outside 
our three identified themes, such as HS2, should offset much of this. But a key advantage 
has always been Severfield’s ability to rapidly adapt to changing market conditions, as 
demonstrated by the changing shape of its order book over the years (Figure 1).   

Figure 1: Order book, UK and Europe, by end-market (£m) 

 

Source: FY2022 results presentation 

We believe Severfield has a breadth of abilities, balance sheet strength and prospects 
generally ahead of the peer group. Advantages, in our view, include:    

▪ Size. Severfield’s FY22 revenue of £404m was more than double that of its nearest 
competitor, privately-owned William Hare, and dwarfs the ‘tail’ of nine other rivals, all 
private except Billington Structures (page 26).  

▪ Technical ability. The group has established a strong track record in technically 
demanding sectors such as datacentres and infrastructure, often involving design input. 
Its abilities were strengthened with the nuclear and process skills of Harry Peers. 

▪ Off-site skills. Harry Peers brings off-site capability, a government priority (page 19).    

▪ Financial strength. Major clients are increasingly examining the financial strength of 
their supply chains. Our FY23E estimates of gearing of 5.5%, 14.9% ROCE and a high 
level of recent investment give Severfield a key advantage over most peers, in our view.    

▪ International reach. Another opening is the group’s European market, where a number 
of our themes are arguably more relevant and where we believe there are consolidation 
opportunities in a fragmented market. India’s growth appears even greater (page 24).  

Market leadership, skills base and 
financial strength are increasingly 
key requirements in major clients’ 
supply chains 

Diverse markets and technical 
skills an advantage amid 
reordering of national priorities 
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Three drivers of long-term growth and resilience 

Severfield’s record order book – including ongoing infrastructure programmes and 
‘traditional’ markets such as logistics – largely underpins our estimates to FY25E. In this 
report, however, we examine potential new markets for the longer term, arranged into 
three broad and sometimes inter-related themes, which have been largely impacted by 
climate change and the momentous global events of the past three years.  

1. Security: bolstering resilience in a changing world 

Soaring energy prices in the UK and disruptions to both Nord Stream gas pipelines from 
Russia to Germany highlight the urgent focus across Europe on energy independence. 
However, we believe other aspects of ‘security’ have emerged in the aftermath of the 
invasion and pandemic. These include defence, food and supply chains, impacted by factors 
including geo-politics, climate change, the aftermath of the pandemic and Brexit.   

These factors offer Severfield either what we would define as ‘primary’ opportunities, such 
as in constructing facilities ranging from nuclear to complex logistics sites – with a particular 
emphasis on its higher-value process engineering offering – or ‘secondary’ prospects, for 
building factories for production of wind turbines, heat pumps and other green technology. 

Energy Security Strategy: green focus diverted to independence needs 

The government’s 7 April ESS (link) reiterated its commitment to reach net zero carbon by 
2050. However, in the wake of the Ukraine invasion, it placed significantly greater emphasis 
on nuclear, wind and solar power and, more controversially, oil & gas (O&G) than in its 
previous strategy announcements: the ‘Ten Point Plan for a Green Industrial Revolution’ 
from November 2020 (link), which formed the basis, in October 2021, for the ‘Net Zero 
Strategy: Build Back Greener’ (link). Importantly, the ESS aimed to shrink planning times.  

While renewables had been emphasised under the previous documents, the invasion and 
ensuing surge in oil, gas and electricity prices – in turn fuelling much of the cost-of-living 
crisis – has forced the government to reduce dependence on imported energy. There has 
been significant short-term movement on this due to sanctions and other measures: in 
2021, the UK imported 4% of its gas, 9% of oil and 27% of coal from Russia; in June this 
year, it imported none of any for the third month in a row. Longer term, however, we 
believe more structural changes are required to reinforce independence of supply, from 
Russia as well as other potentially belligerent states.  

The immediate challenges are far greater across much of mainland Europe. Russia supplies 
40% of the EU’s natural gas and 27% of its imported oil, at a cost of roughly €400bn pa. The 
situation is more pressing in the bloc’s largest economy: Russia accounted for 55% of 
Germany's gas imports in 2021, a level that declined to 26% by the end of June 2022, 
according to the World Economic Forum. It aims to replace all Russian energy imports as 
soon as mid-2024 through measures such as acquiring floating storage and regasification 
units (FSRUs), use of storage facilities, nuclear and other alternatives and, potentially, 
short-term rationing.  

The EU as a whole now aims to make Europe independent of Russian fossil fuels by 2030, 
but the initial efforts focus solely on gas. In the short term, gas would be sourced from the 
US and Africa while some EU countries may need to use more coal in the months ahead. 
Longer term, the community aims to get back on track with its green commitments, with a 
massive ramping up of renewables, biogas and hydrogen. 

Net zero target for 2050 
maintained but shorter-term 
emphasis is on security of supply, 
including revival of oil & gas 
extraction – with a planned 
shrinkage on planning times 

Invasion and gas supply 
disruptions have focused the 
world not just on security of 
energy supply but also wider 
global trade and economic 
resilience 

Impact of climate change and 
response to Covid and Ukraine 
conflict will shape much of the 
course of construction demand in 
the years ahead 

Even greater energy supply 
challenges in much of mainland 
Europe 

Opportunities range from higher 
value ‘primary’ engineering to 
‘secondary’ factory building 

https://www.gov.uk/government/publications/british-energy-security-strategy/british-energy-security-strategy
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/936567/10_POINT_PLAN_BOOKLET.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1033990/net-zero-strategy-beis.pdf


 

26 October 2022 

 

 
6  Severfield 

Nuclear: at the forefront of new energy policy  

Nuclear currently produces about 16% of UK power but, of the eight plants still in 
operation, all but one are due to be switched off by 2030. Only Hinkley Point C, in Somerset, 
is currently under construction. It is projected to supply 7% of current needs when it comes 
onstream in 2026. Sizewell C is the most likely additional large-scale reactor after that, with 
a more uncertain outlook for Wylfa and Oldbury. The government is also keen to accelerate 
the development of smaller reactors, but designs for these are still at an early stage. 
Meanwhile, there remains the huge task of decommissioning old nuclear sites, a process 
that Harry Peers has been active in at Sellafield. 

A major acceleration of nuclear generating capacity was the key focus of the ESS, with eight 
new reactors increasing capacity from 8 GW currently to 24 GW, around a quarter of 
projected electricity demand, by 2050. Small modular reactors (SMRs) will form a key part 
of this pipeline. A new government body, Great British Nuclear, will be set up immediately 
to bring forward new projects, and a new £120m Future Nuclear Enabling Fund will be 
established shortly. Below is a summary of the pipeline: 

▪ Hinkley Point C. Work is midway through construction of EDF Energy’s 3.2 GW project 
in Somerset, due to start generation in mid-2026 after an eight-year programme, 
costing £22-23bn. It comprises twin European Pressured Reactor (EPR) units. 

▪ Sizewell C. EDF’s similarly sized twin EPR plant in Suffolk, for which the government 
granted planning consent in July, is most likely to be the next nuclear plant to start 
construction. In one of his very last actions as PM, Boris Johnson approved in September 
£700m (up from £100m in January) to the £17bn project to help EDF finance the 
continued development of the project as it seeks further funding from private investors. 
In return for the support, the government will receive certain ownership rights.  

▪ Wylfa and Oldbury. Progress on the 2.7 GW advanced boiling water reactor (ABWR) 
projects at Wylfa in Anglesey and Oldbury B in Gloucestershire has been uncertain since 
Hitachi withdrew from a consortium with GE in 2020. The ESS highlights Wylfa as a 
potential recipient of government support, via Great British Nuclear. 

Small modular reactors: ‘safer’, cheaper and easier to locate 

SMRs are much smaller than conventional reactors and feature prominently in the ESS. 
According to proponents, SMRs are safer, being less likely to overheat because their small 
cores produce far less heat than in large reactors. SMR technology can also reduce other 
engineering risks, like coolant pumps failing. They offer a lower initial capital investment, 
greater scalability, and siting flexibility for locations. SMRs can take up a tenth of the 
footprint of a conventional power station, with output of around 470 MW. 

The government last year provided a grant of £210m to the Rolls-Royce SMR consortium, 
backed by an initial £195m from private investors, with the aim of eventually building up 
to 16 across the UK and also exporting the technology (Figure 2). In July 2022, RR 
announced a shortlist of six sites for the first factory to build the fleet. The proposed target 
cost is £1.8m, about a tenth of Sizewell, explained partly by the reduced component size, 
making road transportation possible, and less need for heavy containment vessels.  

In addition to stable base load power, SMRs will be able to provide energy for the 
manufacture of ‘green’ hydrogen and synthetic fuels. Rolls-Royce SMR predicts the 
regulatory process is likely to be completed in mid-2024, with the first operations to begin 
in 2029. Additionally, Last Energy, a US energy developer backed by a fund linked to Elon 
Musk, is reported to be in talks with the UK government to build a small fleet of small 
reactors, starting as soon as 2025. 

Nuclear’s share of future 
electricity production raised in 
Energy Security Strategy 

Up to 16 SMRs to be built, with 
power set to be supplied by end 
of the decade 
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Figure 2: Cross section of Rolls-Royce SMR   

 

Source: Rolls-Royce SMR 

Nuclear fusion: the ‘Holy Grail’ of energy generation – now within sight? 

For decades, fusion has been the ‘Holy Grail’ for nuclear scientists since the process – fusing 
light hydrogen nuclei together to release energy, rather than splitting heavy uranium ones 
– avoids long-term storage of dangerous radioactive waste involved in fission. It allows the 
generation of virtually unlimited electrical power without the risk of reactor meltdowns 
nor mining of the world’s diminishing reserves of uranium ore.   

The problem is that fusion, which was theorised about 100 years ago, has ‘always been 30 
years away’, according to a 2021 edition of the Oxford Scientist. However, following a short 
(5 second) but record-breaking heat generation trial by the Joint European Torus lab in 
Oxfordshire in February, the UK is planning its first prototype fusion power plant.  

The UK Atomic Energy Authority (UKAEA) in August 2022 said it is to invite groups to tender 
for construction and engineering partner roles on the UK’s first prototype fusion energy 
plant. The location was announced this month to be on the site of the West Burton coal 
station in Nottinghamshire. The STEP (Spherical Tokamak for Energy Production) project is 
expected to cost c.£10bn and the UKAEA will begin tendering in December for strategic 
engineering and construction partners. UK consultant Atkins and energy transition 
specialists Assystem have been confirmed as Tranche 1 engineering delivery partners to 
develop the concept design for STEP. Tranche 1 work will conclude in April 2024 when, 
subject to approval, the engineering and construction partners will develop a fully formed 
programme bringing together and developing extensive industrial capabilities to deliver a 
full plant design, a viable supply chain and seek the consents needed for construction – 
with the schedule yet to be determined.  

Meanwhile, the UK commitment to fusion was further demonstrated this monthh when 
construction group Kier was picked for the £27m contract to build an 8,000 sq m R&D 
headquarters at Culham Science Centre near Abingdon in Oxfordshire. 

Nuclear fusion clearly falls into the long-term, and still speculative, range of opportunities 
for Severfield. However, we believe the group’s expertise in the field should make it one of 
the frontrunners, if not the frontrunner, for the first generation of plants.  

Clean, safe, limitless energy ... 
‘always 30 years away’, but new 
project to bring it a step nearer? 

The longest timeframe of current 
nuclear technologies, but 
Severfield’s experience should 
make it a frontrunner  
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Figure 3: Proposed STEP fusion plant design 

 

Source: ConstructionEnquirer.com  

Nuclear decommissioning: 120-year clean-up programme for old plants  

As well as the major opportunity in new nuclear facilities, it is worth noting that there is a 
huge ongoing programme to decommission old ones. The UK government is forecast to 
require a decommissioning budget of £164bn in the nuclear sector over the next 120 years. 
Harry Peers is already active in the process, including at the Sellafield nuclear fuel 
reprocessing and decommissioning plant in Cumbria. Projects in this sector include both 
new-build and decommissioning contracts at each individual site.  

Technical requirements. It goes without saying that any nuclear facility requires highly 
complex and failsafe engineering to, for instance: safely contain the nuclear reactions 
themselves (highly radioactive in the case of fission and with considerable heat from 
plasma in fusion); accommodate the high-pressure steam ducts and generators; and to 
provide highly durable building frames, to withstand seismic, flooding and terrorist events. 

Severfield opportunity. We envisage significant ‘primary’ opportunities for Severfield, ie 
taking part in constructing the highly sophisticated structures and services for nuclear 
plants. The group greatly increased its specialist capabilities in nuclear in October 2019 
when it acquired Harry Peers & Co, which has delivered structural steel projects in the 
nuclear sector, including in both the defence and commercial sectors, for 15 years. These 
include design, project management, fabrication and erection. A distinguishing feature is 
Peers’ capability in providing modular packages of components, which offer faster and 
more predictable construction times, while reducing wastage. We also envisage 
‘secondary’ opportunities: constructing factories for manufacturing the specialist 
components required in nuclear and other energy supply technologies. Peers’ activities are 
contained in Nuclear & Infrastructure within Severfield’s new divisional structure.  

Harry Peers has track record in 
decommissioning as well as 
newbuild capabilities 

Highly complex and failsafe 
engineering skills required  

Acquisition of Harry Peers 
brought 15 years of broad-based 
nuclear engineering capabilities. 
Opportunities include both 
‘primary’ (specialist structures) 
and ‘secondary’ (factories for 
components) 



 

26 October 2022 

 

 
9  Severfield 

Wind power: targets raised for offshore expansion; onshore subject to local consent  

The second major focus of the ESS was wind power, focused mainly at this stage on 
offshore rather than the cheaper and easier, but more politically contentious, onshore 
alternative. The target for new offshore capacity to be added by 2030 has been raised from 
40 GW to 50 GW. This includes a commitment to build 5 GW, up from an original 1 GW, of 
floating offshore farms in deeper and windier seas, backed by investing up to £160m in 
ports and supply chains and £31m in R&D. New planning reforms are to be introduced to 
cut the approval times for new offshore wind farms from four years to one year.  

For the more contentious area of onshore wind, specific targets have been omitted, but 
capacity will be lifted from the current 14 GW where local communities support new wind 
farms, incentivised by the offer of lower electricity prices to those living near turbines. 

Solar and other technologies: a broad range of alternatives 

The aim is to increase the UK’s current 14 GW of solar capacity, which could grow up to 
five-fold by 2035, with consultation planned on new rules for solar projects, particularly on 
domestic and commercial rooftops. The ESS also commits to exploring other renewable 
opportunities, including tidal and geothermal. For instance, a potential game-changer on 
solar power, still at research stage, is the possibility of clear solar panels based on 
photovoltaic glass, which could replace standard glass in homes and offices. The 
technology, initially from Michigan State University and being developed further by 
scientists in the US and Europe, could reclad office buildings and transform cities from net 
energy consumers to providers.  

Severfield opportunity: Unlike nuclear, we believe the opportunities for Severfield in wind, 
solar and other generation sectors is likely to be in ‘secondary’ structures – mainly factories 
for manufacturing components and associated storage and distribution facilities. A key 
feature of the government’s ‘levelling-up’ agenda is to make the north and other regions 
major hubs for green manufacturing industries.   

Oil & gas: revived production despite green commitments – which Truss reiterated 

Most controversially, the ESS authorised a new licensing round in autumn for new North 
Sea gas projects, the first since 2020. The previous 10-point energy strategy did not include 
provision for O&G. A new taskforce is to provide support to new developments – as a 
‘transitionary’ measure in the path to net zero – with faster development times targeted 
and reductions in emissions involved in domestic production (which, additionally, has a 
lower carbon footprint than imports). Ex-PM Liz Truss had made little secret of her support 
for O&G, including fracking, a parliamentary vote on which, ironically, hastened her 
resignation the following day. 

Onshore production has been a particularly contentious topic, but there is an indication 
that it could receive a new lease of life. The government is ‘remaining open-minded’ about 
onshore reserves and has commissioned an impartial review on shale gas by the British 
Geological Survey to consider any further scientific updates on seismicity. “The pause 
continues to remain in place unless new evidence emerges. Any exploration or 
development of shale gas would need to meet rigorous safety and environmental 
protection both above ground and sub-surface.”  

▪ Gas storage. The invasion has highlighted the shortage in gas storage capacity in the 
UK, which has one of continent’s lowest gas storage capacities. This is partly because 
the country’s largest offshore storage site, the Rough field located beneath the seabed 
off the Yorkshire coast, was shut down in 2018. In August 2022, UK energy regulator 

‘Transitionary’ increase in O&G 
production sanctioned in light of 
Russian sanctions plus focus on 
storage and LNG capacity … but 
Truss promised ‘spades in the 
ground’ to cut energy costs 

New capacity to be increased by a 
quarter by 2030, with quicker 
planning times 

Five-fold increase in solar 
capacity, with tidal and 
geothermal on the watch-list … 
and potential game-changing 
clear solar panels  

‘Secondary’ opportunities as 
‘levelling up’ boosts green 
manufacturing in the regions 
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Ofgem exempted Centrica from having to negotiate storage access with third parties. 
Current gas storage in the UK is around 1.5bn cu m; Ofgem believes Rough could 
provide additional storage of 0.8bn cubic m this winter and up to 1.7bn cubic m a year 
later. Additionally, further development is planned for the underground Stublach 
project in Cheshire. This has involved pumping water to remove salt from almost 30 
giant caverns, which now accept gas. When fully operational, Stublach, owned by GDF 
Suez, will have an estimated capacity of c.450m cu m. Underground geological storage 
requires process engineering including gas compressors and separators above ground.  

▪ LNG storage and processing. International shipments of liquified natural gas (LNG) have 
increased sharply as a reaction to sanctions on Russian gas imports and its own 
disruptions to exports, most notably through the Nord Stream 1 and 2 pipelines to 
Germany. Britain has the largest LNG terminal in Europe, at the Isle of Grain in Kent. 
But the UK’s storage capacity is limited: construction of a new 190 million m3 storage 
tank (roughly twice the volume of the Royal Albert Hall, according to Wikipedia) is 
underway at a cost of £175m in the Isle of Grain, which has 1 million m3 in its eight 
existing tanks, but this is not scheduled for completion until mid-2025. Across Europe 
there are concerns not just over LNG and gas storage, but also capacity to re-gasify LNG.   

Hydrogen: a possible alternative for transport and heating. 

The ESS doubled the aim for hydrogen production capacity to 10 GW by 2030, at least half 
coming from ‘green’ electrolytic processing, utilising excess offshore wind power to bring 
down costs. This could also be used for cleaner power generation, transport and potentially 
heating buildings. There are already plans to use up to 20% hydrogen in the existing natural 
gas grid and a final decision on this will be taken by the end of 2023. Some commentators 
believe converting existing home boilers to be ‘hydrogen ready’ would be a more practical 
solution than replacing gas boilers with heat pumps etc. (Under current plans, by 2025 all 
new homes will be banned from installing gas and oil boilers.) However, the government is 
already working with the Health & Safety Executive and energy regulator Ofgem on 
hydrogen heating trials. These trials, along with the results of a wider research and 
development testing programme, will inform a UK government decision in 2026 on the role 
of hydrogen in decarbonising heating. 

Severfield opportunity: The ‘weaponisation’ of energy – demonstrated in the various 
disruptions in gas supplies to Europe via the Nord Stream gas pipelines – has led to 
something of a logistical chess game across Europe, with gas and LNG being processed and 
forwarded between countries, by ship or a number of the interconnectors between the UK, 
Norway and the EU. We can foresee considerable political pressure to urgently improve 
storage or processing capacity in order to withstand future crises, particularly during 
winters. For these and transition to hydrogen, we see the main opportunities for Severfield 
to be primary, in support of industrial processes – with Harry Peers at the forefront – 
including on the continent. A move to hydrogen-ready domestic boilers, in our view, would 
increase secondary demand, for factories to manufacture complete units or upgrade kits.   

  

‘Weaponisation’ of energy 
prompts Europe-wide pressure to 
increase processing and storage  

Heating trials underway with 
wider roll-out later in the decade 
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Other ‘security’: war, pandemic and politics could lead to fundamental change 

We believe the war, pandemic and further possible geo-political developments could 
increase the need for new and broader responses to ‘security’ threats. These include: 

▪ Supply-chain security. The combination of Russia’s actions, the pandemic, Brexit and 
even the six-day blockage of the Suez Canal in March 2021 have raised concerns over 
food security, the durability of supply chains and ‘just in time’ delivery concepts. The 
wave of industrial action has emerged as the latest threat: with the eight-day walkout 
by 2,000 workers at Felixstowe, Britain’s biggest container port, highlighting the 
potential fragility of Britain’s domestic and international supply chains. Potential 
impact: This could signify a trend away from ‘just-in-time’ deliveries to one where 
greater storage is required, for longer, increasing demand for space.   

▪ Food security. The effective blockading of Ukrainian ports – through which vast exports 
of grain normally flow from ‘the bread basket of Europe’ – has caused prices to soar, 
risking starvation for millions worldwide. India, the world’s second largest wheat 
producer, announced a ban on exports on 13 May. Although previously not a major 
exporter, India was planning to ratchet up its external trade in response to the 
blockade, but then announced the ban, mainly due to unseasonably hot weather. In the 
UK, the government announced on 13 June that it would scale back plans to rewild large 
parts of the countryside, instead prioritising further self-sufficiency: food imports have 
fallen from 78% in the 1980s to around 64%. Potential impact: A trend to more 
domestic production could alter the logistics infrastructure. The same amount of food 
would be consumed, but storage buildings might need to be located in regional hubs, 
closer to farms than ports, pushing up demand for standard or refrigerated space. 
Meanwhile, we suspect existing import terminals could still be fully utilised as ‘strategic’ 
stores in the case of future trade disruptions. 

▪ Military defence. The most literal example of heightened ‘security’ following the 
invasion would be in remilitarisation. A number of governments across Europe, most 
notably Germany, have pledged to increase their defence spending, while Britain has 
already supplied large quantities of military assistance to Ukraine. Ex-PM Liz Truss had 
pledged to raise defence spending from c.2% to 3% by the end of the decade, although 
there has been some uncertainty regarding new PM Rishi Sunak’s commitment. China 
is rapidly emerging as a threat, particularly over the standoff over Taiwan, with Britain 
and the US joining with Australia in the Aukus submarine agreement of 2021. Potential 
impact: Defence industries are inherently opaque, but greater demand for weaponry 
would presumably need an expansion of manufacturing facilities. These by necessity 
would be of a specialised nature, favouring only the largest and most technically 
competent steel providers, we believe.     

▪ China. All of the above could feature even more prominently if relations deteriorate 
further with the world’s most populous country and second largest economy. There 
have been two major areas of contention with the UK, US and West: China’s alignment 
with Russia following the invasion of Ukraine; and, potentially, more ominous, 
increasing belligerence over the status of Taiwan (adding to concerns over crackdowns 
in Hong Kong). Were China to respond by ‘militarising’ trade with the West, there could 
be untold economic fallout but also an acceleration of ‘re-shoring’ or ‘near-shoring’, 
potentially re-energising Western industry and factory demand.       

Long-standing assumptions of 
‘security’ are now being 
reassessed, heralding potentially 
sweeping changes 
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2. Decarbonisation: energy efficiency drive continues 

The ESS shifted the focus of energy policy more towards supply than the previous policy, 
which was more balanced between renewables generation and energy efficiency, while the 
new stance brings oil & gas back into the mix. Nevertheless, there is still huge commitment 
to decarbonisation through reduced consumption: from the government, in pursuit of its 
COP 26 goals; from corporations seeking to reduce costs and burnish their ESG credentials; 
and from the public, whose varying degrees of green awareness have been given added 
focus by careering petrol and domestic heating costs amid the ‘cost of living crisis’. 

We believe new uses of electricity and alternative home heating will boost demand for 
steel industrial buildings in the short to long term. These range from huge, highly 
specialised gigafactories to a significant increase in construction of more mainstream 
factory buildings to produce equipment ranging from wind turbine blades to heat pumps 
and, possibly longer term as an alternative, hydrogen-ready boilers. 

Gigafactories: massive plants needed to support electric vehicle revolution 

Figure 4: Britishvolt gigaplant, Blyth (visualisation)  

 

Source: Severfield FY22 results presentation  

 

Gigafactories are huge plants that manufacture rechargeable lithium-ion (Li-ion) batteries, 
primarily for electric vehicles (EVs). They will be required throughout the world to cater for 
an anticipated surge in EV production. Batteries will be the most critical components, 
currently representing over 40% of the total cost of vehicles. 

The government has pushed gigafactories up the political agenda with the announcement 
last year of £100m of funding towards Britishvolt’s £1.8bn factory in Northumberland, 
currently delayed for one year, but which Severfield is bidding to provide the steelwork for 
(above). The group has already won the order for the Nissan’s Envision plant in Sunderland.  

The UK government has pledged to ban the sale of new petrol and diesel cars by 2030. Its 
£850m Automotive Transformation Fund, including the Britishvolt investment, aims to 
support the development of gigafactories and domestic zero carbon vehicle production. 
This funding is intended to stimulate a much larger contribution from the private sector.  

While immediate focus has 
shifted to security of energy 
supply, decarbonisation still 
means reduction in energy 
consumption, boosting industrial 
building demand 

Government funding of £500m to 
stimulate further private 
investment for giant gigafactories 

Opportunities range from highly 
specialist ‘primary’ gigafactories 
to mainstream factories and 
distribution buildings for green 
components  
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Figure 5: Potential demand for UK-produced batteries pa (GWh)  

 

Source: Faraday Institution 

In the UK, demand for batteries is projected by the Faraday Institution’s June 2022 study, 
UK electric vehicle and battery production potential to 2040 (link), to rise to over 100 GWh 
pa by 2030 – only just in line with the probable new capacity proposed for the country (see 
below). It is forecast to expand further to 200 GWh pa by 2040, the equivalent of 10 plants. 

Globally, there are plans for 247 plants with a total output of 4,600 GWh pa, according to 
data group Benchmark Minerals. Production is dominated by Asian companies, including 
China’s Contemporary Amperex Technology, South Korea’s LG and Japan’s Panasonic.  

In the UK, electric cars jumped to 19% of all new car sales in 2021, from 11% in 2020, in line 
with France but behind the rise in Germany from 14% to 26% over the same period, 
according to IEA. Due to the international supply chains involved in conventional or EV 
production, Brexit has been mooted as an obstacle to the UK being the site for investment 
by global automotive groups – and, indeed, this was cited by Tesla CEO Elon Musk for 
reportedly changing the destination of the electric car pioneer’s first European plant from 
the UK to Berlin (see below). However, one potential attraction might be the recent 
discovery of large deposits of lithium in South West England.  Nevertheless, around half a 
dozen factories are currently being planned or considered for the UK: 

▪ Blyth (Britishvolt). Tenders to be invited in 2023. Approximately 3 million sq ft plant 
within a 93 ha site in Northumberland. When fully operational at the end of this decade, 
the plant will manufacture batteries with a total annual storage capacity of 30 GWh, 
between quarter and a third of the UK’s annual needs, according to research by APC. 
Initial funding has been provided by the £100m government investment and £1.7bn via 
a partnership between institutional investor abrdn and logistics property group Tritax. 
Britishvolt predicts the total investment will be £3.8bn, subject to fundraises, with the 
overall intention to list ‘when strategically the right and responsible thing to do’.  

▪ Sunderland (Nissan). In order book. An expansion of the existing car making plant, 
approximately 1.2 million sq ft of manufacturing space, plus ancillary space. Planned 
capacity in the first phase is 9 GWh pa. The Envision plant will cost an estimated £450m, 
out of a total investment of c.£1bn by Nissan in partnership with Sunderland City 
Council, with a potential further future investment of £800m to take capacity to 25 
GWh. Wates has been awarded the building contract, with production to start in 2024. 
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▪ Coventry (public-private JV). 5.7 million sq ft, located at the heart of the UK’s 
automotive sector and is closer to almost every car manufacturing plant than any of the 
other proposed gigafactory in the UK. Its backers claim it will utilise 100% renewable 
power with production from 2025. It is neighbours with the UK Battery Industrialisation 
Centre, which is undertaking cutting-edge research in battery technologies that is vital 
to the future development of an electrified future. Total capacity of up to 60 GWh.  

▪ Other potential giga-factories and related EV plants.  

- LG, Samsung, InoBat Auto are in discussions with UK authorities about locations for 
potential factories and financial support, according to the FT.  

- Other components for EVs, such as transmission systems, will have to made. These 
may not require new bespoke buildings, but they may need new auxiliary buildings 
on the sites of existing conventional automobile plants. For instance, Ford has 
announced it is investing £230m, with £30m of state support, at its Halewood site 
in Merseyside, to produce 250,000 electric drive units, components that include 
electric motors and power electronics pa.  

- Stellantis, which owns 16 brands, including Vauxhall, Chrysler, Citroën, Fiat and 
Peugeot, announced last year that it will invest £100m, with a reported £30m of 
state support, to build electric cars and vans at Ellesmere Port in Cheshire. It will 
build four electric vans and their passenger car equivalents at the UK factory under 
Stellantis’s Vauxhall, Opel, Peugeot and Citroën brands, replacing the Astra family 
car, which will be built in Germany instead. 

▪ Tesla rumoured. Rumours that Tesla would build a UK gigafactory have ebbed and 
flowed. Tesla CEO, and world’s richest man, Elon Musk opened the electric car pioneer’s 
first plant in Berlin in March. This was chosen over the UK reportedly as a result of 
Musk’s concerns about Brexit uncertainty. However, speculation has since gathered 
that Britain could be the site for a second, and possibly larger, European plant. 
Meanwhile, construction is progressing on Tesla’s 5.3m sq ft plant in Nevada, described 
as ‘the world’s largest building’.  

Europe: ten-fold increase planned for 2025 

In Europe, Li-ion cell production capacity should increase tenfold to 591 GWh pa by 2025, 
with 25 gigafactories planned by then with a further five already announced for 2030, 
according to pv magazine. There are several gigafactories currently operational in the EU, 
equivalent to a total production capacity of Li-ion cells of 62 GWh. This capacity is likely to 
increase further, as some projects have announced their installed capacities but not yet 
their commissioning dates. These are estimated to add a further 120 GWh pa of 
manufacturing capacity by 2030, placing the total at 784 GWh pa. 

Germany has, at nine, the highest number of planned gigafactory plants by 2030 and a 
planned capacity almost three times larger than Hungary, the next largest. Tesla, Northvolt 
and LG Chem are expected to take 32% of the total share of European Li-ion cell capacity 
by 2030, with further potential for Northvolt involvement in future projects for Skoda.  

Severfield opportunity. Gigafactories are so huge because the automotive industry needs 
to manufacture the batteries on a vast scale in order to generate the economies of scale 
required to reduce the cost of batteries, and thus bring the cost of EVs down to the level 
of traditional cars. Also, many aspects of the production have to be situated onsite to avoid 
supply chain disruptions.  

Sheer scale and technical 
complexity of plants mean few 
companies have the capability or 
resources to reliably build them 

Germany leads the planned 
rollout of battery plants across 
the continent 
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Technical demands include the sheer scale of these structures and the very long spans 
between columns, needed to allow flexibility in the manufacturing and storage spaces. As 
with many other cutting-edge end-markets highlighted in this report, reliability of budgets 
and, more so, schedules are paramount. In our view, few steel contractors in the UK and 
Europe have the technical or project management capabilities to manage such challenging 
construction programmes. As such, we foresee major opportunities in continental Europe 
as well as the UK. 

Carbon capture, utilisation and storage: cutting industry’s footprint 

CCUS captures the CO2 generated by large-scale energy intensive processes such as cement 
and steel production, chemical processing and power generation, and either uses it as a 
resource to create new products or services, or stores it underground in geological 
formations. The UK government has committed £1bn investment to decarbonise industrial 
clusters. It has announced the first projects: the East Coast Cluster, off Teeside and 
Humberside (with the onshore engineering design contract already awarded to Costain); 
HyNet in Merseyside; the South Wales Industrial Cluster; and the Acorn cluster in Scotland. 
Clusters will be sited near manufacturing conurbations with a sizeable export potential, 
according to the government, helping to create industrial ‘SuperPlaces’ in the UK.  

Severfield opportunity. We see this as another potential prospect for the process 
engineering activities within the new Nuclear & Infrastructure division. 

Renewables: lower-tech but more immediately implementable 

The UK government’s grander energy generation ambitions, especially nuclear, and 
reducing consumption, such as EVs, will take many years to realise. But in the shorter term, 
energy usage can be reduced for millions of homes and non-residential buildings, through 
technology ranging from heat pumps and hydrogen-ready boilers to more basic insulation 
and double- or triple-glazing.   

The government aims to upgrade around 700,000 homes by 2025, and by 2050 all UK 
buildings will be energy efficient with low carbon heating. Social housing owners have been 
at the forefront of upgrading existing housing stock. Initiatives include: 

▪ Intention to phase out the sale of new and replacement gas boilers by 2035. 

▪ A range of measures to increase deployment of heat pumps to 600,000 installations per 
year by 2028 and expanding heat networks through the Green Heat Networks Fund and 
designating heat network zones. 

▪ Zero-rating VAT for the next five years on the installation of energy saving materials, 
including insulation and low carbon heating.  

▪ Facilitating low-cost finance from retail lenders to drive investment in energy efficiency 
measures. There are currently around 40 green mortgage products available to 
consumers wanting to make green home improvements. 

▪ Encouraging cavity wall and other ‘passive’ energy efficiency products. 

Severfield opportunity. Most of the above requires fairly basic industrial ‘sheds’, either for 
manufacturing or distribution, provided within the Commercial & Industrial division. 

Basic energy efficiency drive 
should support industrial 
construction 

£1bn public investment 
committed to decarbonise 
industrial clusters 
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3. Politics and lifestyle: adapting to post-pandemic world 

This is a broader theme than ‘security’ and ‘decarbonisation’ but overlaps with both. It 
relates to changes in public lifestyles and working patterns – to a great degree crystalised 
by the global pandemic – and the current government’s political objectives. The global 
pandemic arguably accelerated the longstanding upwards trend in cloud computing 
activity, via enhanced remote working and the greater uptake of media streaming. This, in 
turn, increased demand for specialist structures that are among Severfield’s specialities: 
datacentres and media studios. Meanwhile, three UK government themes – ‘levelling up’ 
(notably, and no doubt consciously, referred to by Rishi Sunak in his speech on entering 
Number 10 as new PM and subsequently reinforced with the return of ‘big hitter’ Michael 
Gove as Secretary in charge of the eponymous department, which he effectively created 
under Boris Johnson), Brexit and Britain as a ‘science superpower’ – could increase demand 
mainly for industrial and logistics buildings.  

Studios: Hollywood comes to Britain 

One of the more remarkable trends in recent years has been the UK’s emergence as a major 
hub for film, television, advertising and gaming production, as well as related services such 
as post-production and computer-generated imagery (CGI). According to a report last year 
by property consultancy JLL, Reel Estate – Film and TV Studios as an Investment (link), 
demand for UK film and TV studio space at all-time high. Up to 4.5m sq ft of new 
development is under consideration, more than double the current amount of permanent 
stage space in the UK. Inward investment in the UK increased by 31% over the five years to 
financial year 2019/20, with high-end TV spend increasing by 265% over the same time-
frame. JLL predicts the sector has the potential to reach £6bn by 2024-25.   

This trend is evident across North America, mainland Europe and the UK, reflecting the 
globalisation of the industry. This was initially driven by ‘streaming wars’ from established 
media groups such as Disney and WarnerMedia, now facing competition from newcomers 
including Netflix and Amazon. Demand for space was exacerbated during the pandemic. 
Production had been hit during the initial phases of worldwide lockdowns, while streaming 
soared with phenomenon of ‘binge-watching’ TV series and films from home. This has led 
to a scramble by major studio groups for new sound stages, attracting the interest of 
private equity groups including Blackstone and TPG to invest in facilities.  

Demand for locations to shoot TV shows vastly outstrips supply in Los Angeles, with 
churches, abandoned malls, industrial warehouses and even a former Ikea store 
repurposed into production facilities. The UK’s attractions to Hollywood and other US 
groups includes the same language, talent pool and, arguably, more favourable labour 
relations than in the US.  

Trends were already in train but 
further growth crystalised by 
working and leisure changes in 
pandemic  

‘Streaming wars’ and ‘binge-
watching’ drives demand, while 
demand for studio space outstrips 
supply 

‘Demand for UK film and TV 
studio space at all-time high’ 

file:///C:/Users/Alastair/PERL/PERL%20-%20Documents/Research/Companies%20-%20Covered/Severfield%20(PERL)/Severfield%20(PERL)%20-%20Research%20Workings/Reel%20Estate%20–%20Film%20and%20TV%20Studios%20as%20an%20Investment
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Figure 6: Construction of Sky Studios Elstree   

 

Source: Severfield 

▪ Sky Studios Elstree, Borehamwood, London. Severfield is the steel contractor on the 
project, comprising 560,000 sq ft of production space housing 13 sound stages for film 
and TV production, due to open later this year. The entire project, reported to be worth 
£192m, includes 6,500 tonnes of steel. We understand from industry sources that a 
similarly valued follow-up phase is being considered, since the studios are fully booked 
for the next three years. 

▪ Pinewood Studios, Buckinghamshire. Pinewood has been granted planning consent for 
a £355m expansion including further stages, a skills and training hub to be operated by 
the National Film & Television School and a ‘Screen Hub UK’ development, which will 
include a new visitor attraction. In 2019, Pinewood entered into an agreement with 
Disney that saw the film and TV giant take nearly all of the studio’s stages and 
production facilities for at least a decade. 

▪ Shepperton Studios is about to undergo a major expansion that will ultimately see 
395,000 sq ft of new stages built, taking it to a scale similar to Pinewood. In 2019, Netflix 
agreed a similar-length deal at Shepperton to Disney’s with Pinewood, making it the US 
streaming giant’s permanent UK production base. 

▪ Eastbrook, Dagenham. Californian developer Hackman Capital Partners is to develop 
London’s largest film and TV production centre in Dagenham, including up to 12 sound 
stages, offices and ancillary space, totalling 550,000 sq ft. HCP is planning to invest 
‘hundreds of millions’ in the scheme. Construction is underway with the studio planned 
to be fully operational by 2023. 

▪ Sunset Studios UK, Broxbourne. Blackstone and Hudson Pacific, which owns Sunset 
Studios (the first purpose-built Hollywood development in over 20 years), aims to invest 
£700m building a new studio complex in Hertfordshire. The companies have paid 
£120m for a 91-acre site that will be the partners’ first expansion of their Sunset Studios 
platform outside the US. The proposed development, which is subject to planning 
permission, would transform the site into the UK’s largest film and television studio 
campuses. 
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▪ Shinfield Studios, Reading. In January, Blackhall Global Partners gained full planning 
permission to begin construction 900,000 sq ft TV and film complex consisting of 18 
sound stages within the Thames Valley Science Park, with completion planned for late 
2024. The agreement includes full consent for four sound stages, now completed, which 
were granted accelerated planning permission. Work is now underway on the bulk of 
the £200m planned studios as well as workshops, offices and a post-production facility. 

▪ Wycombe Film Studios, High Wycombe. Studio operator Stage Fifty submitted plans in 
May to build an eight-stage facility near High Wycombe. It will support a Hollywood 
feature film that will start shooting this year. Subject to planning, a phased build for the 
remaining stages will take place over the next 18 months. It will be Stage Fifty’s third 
site in the UK, following the launch of its studios in Farnborough and Winnersh.  

Although technically similar to industrial warehouses, studios generally require sound 
attenuated walls, increased heights and the ability to suspend large lighting rigs. They are 
supported by ancillary workshops for set building and administration offices. Flexibility is 
required, allowing facilities to be used for a few days of shooting for an advert up to 12 
months for a blockbuster movie. Technological advances, such as CGI and Ultra HD, will 
further the emphasis on flexibility of sound stages and working practices. As a result, some 
of the leading studios are looking beyond London bases to established catchments for 
digital creativity, alongside production studios in open, campus-style offices with 
contemporary design and amenities. 

Severfield advantage: Severfield has supplied the steel for the Sky Studios and Pinewood. 
We believe that an absolute priority of studio owners is delivery on schedule. Tight film 
production schedules are normally set out many months in advance of completion of 
construction programmes, leaving the studios and their supply chains financially liable for 
any delivery slippages.   

Datacentres: relentless global hunger for processing power 

Partly related to the expansion in media ‘content’ has been the continuing growth in 
datacentres to support the explosion in cloud computing. These have already been a major 
source of workload for Severfield.  

We believe the pandemic increased the demand for cloud computing capacity in the richer 
countries due to an acceleration of existing trends for home shopping and entertainment 
and a newer trend to remote working, with many previously traditional office workers 
taking Teams and Zoom meetings in their stride.  

While some of the ‘binge watching’ of TV series has reversed since lockdowns ended, and 
with cost-of-living concerns mounting – prompting, for instance, a profit warning from 
Netflix – hybrid working and remote meetings look to be here to stay for many of us. 

Other current and future drivers include: general growth in cloud computing and smart 
phones; artificial intelligence; ‘internet of things’; growth of blockchain computing and 
cryptocurrency; and, not least, government and military surveillance. 

Technical requirements: height, 
sound proofing and strength… 

…as is keeping to tight schedules 

Change in working and leisure 
practices during pandemic have 
further added to worldwide data 
demand 
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Figure 7: Worldwide datacentre construction market (US$bn) 

 

Source: Precedence Research  

Severfield advantage.  Like gigafactories, these structures have significant technical design 
requirements, but they particularly need scale and speed of production – thus putting 
many smaller competitors out of contention –  and also need around double the steelwork 
for a given ‘footprint’ than a standard industrial building due to the heavy air-conditioning 
plant situated on the roof. Also like gigafactories, and several other high-value building 
types, they are time-critical and require providers with strong track records, technical and 
design strengths and, not least, financial resilience.  

Modern methods of construction: off-site alternative to on-site uncertainty  

A succession of governments has encouraged the industry to increase the proportion of 
buildings or infrastructure components manufactured offsite. These modular units could 
then be transported to sites and attached together relatively quickly. Attractions include: 
quicker and consistent construction times; reduced wastage and more efficient use of 
labour; and economies of scale. The government has provided significant investment for 
manufacturers, albeit with more appetite from social housing than private builders. 

The government in August 2022 expanded its support for MMC in non-residential buildings 
with a £10bn framework covering all its departments (link). The Crown Commercial Service 
has started tendering for Offsite Construction Solutions, which will replace the existing 
£500m modular building agreement introduced four years ago. Bidders have been invited 
for six series of seven-year packages, including education, health, justice and defence.    

Severfield advantage: The group has a broad range of experience in off-site and modular 
construction, across various sectors. Output is set to grow further with the creation of the 
new Products and Processing division. This will bring together off-site activities in the SPP 
business, based in Sherburn, and the rapidly growing modular offering from CMF, the cold 
rolled steel joint venture business based in Wales. CMF was running at close to full capacity 
and the facility has now undergone a £10m expansion. Separately, within the other two 
divisions, one of the attractions of Harry Peers, acquired in 2019, was its modular 
capabilities, which have subsequently been developed across the group’s wider activities. 
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Similar challenges to 
gigafactories for scale and speed 
of production 

Governments have long pushed 
for greater use of offsite housing 
and other construction to speed 
up build times and reduce costs 
and waste  

Government launches new £10bn 
off-site framework for non-
residential buildings 

Harry Peers and CMF have a 
range of off-site solutions – 
ranging from basic offices to 
nuclear facilities  

https://www.constructionenquirer.com/2022/08/26/race-starts-for-10bn-government-offsite-framework/
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‘Mini-budget’: tax cuts gone but growth incentives to remain? 

Major tax reductions in Chancellor Kwasi Kwarteng’s ‘Growth Plan’ were spectacularly 
reversed by replacement Chancellor Jeremy Hunt after a collapse in Sterling and Gilts. Amid 
the turmoil, it should be pointed out that it was Kwarteng’s taxation plans rather than the 
‘growth’ elements that caused the issues. Three of these elements could benefit Severfield, 
in our view, two directly and one indirectly – should they remain after Chancellor Hunt’s 
Fiscal Statement is presented on 31 October: 

▪ Infrastructure. Almost 140, mainly previously announced, projects will be ‘prioritised 
for acceleration’, in sectors including transport, energy, and telecoms. To aid this, there 
will be a new Bill set out in the coming months to speed up delivery of infrastructure, 
according to the Chancellor, to “unpick the complex patchwork of planning restrictions 
and EU-derived laws that constrain our growth”. The government will streamline the 
regulatory and planning regime ‘to get Britain building’. Potential impact. Although the 
transport element is dominated by roads (which are more ‘shovel ready’ for work to 
begin quickly), it shifts supply and demand across the whole infrastructure sector.  

▪ Investment Zones. The government has identified 38 potential locations where 
planning rules will be liberalised, releasing land and accelerating development. 
Incentives for businesses, over 10 years, include: accelerated tax reliefs for structures 
and buildings; 100% tax relief on for plant and machinery; no Stamp Duty on purchases 
of land and buildings for commercial or new residential development; and employment 
tax incentives. Potential impact. This is reminiscent of the plan for post-Brexit ‘free 
ports’ to accelerate ‘levelling up’, but appears to be more widely based and, 
importantly, seemingly quicker to implement. The incentives for investing in new 
manufacturing and other businesses could, in our view, lead to a substantial rise in 
industrial and logistics building – ‘bread and butter’ work for Severfield down the years. 

▪ Investment. There were plans to encourage pension and other funds to invest in 
infrastructure and innovation, which could have a similar effect as Investment Zones. 
The more controversial removal of the cap on bankers’ bonus and deregulation of the 
financial services could, we suspect, support a revival in a traditional sector for 
Severfield – ‘high end’ office buildings, mainly in the City – that appeared to be in 
retreat because of Brexit and working from home (WFH). Kwarteng stressed: “We need 
global banks to create jobs here, invest here, and pay taxes here in London, not Paris, 
not Frankfurt, not New York.”   

Labour’s alternative: different aims, some similar outcomes 

The political fallout from the ‘mini-budget’ debacle was seen in a further plunge in the polls 
for the Conservatives. With a General Election no later than January 2025, we believe it is 
prudent to highlight the opposition’s relevant policies.  

One of the main alternative policies – introduced at Labour’s conference – could have a 
similar result for one of our key themes, decarbonisation. Labour announced last year it 
would invest £28bn pa of extra borrowing towards a wider Green New Deal. At its 
conference, Labour pledged to bring forward the net-zero target by five years to 2030. This 
included spending £8bn co-investing with private companies in green projects ranging from 
battery factories to wind farms, Shadow Chancellor Rachel Reeves announced. It will invest 
the money into a National Wealth Fund to encourage greater private investment into 
shifting Britain towards a low-carbon economy. 

  

  

Severfield could benefit strongly 
from infrastructure, Investment 
Zones and deregulation 

Labour conference pledges to 
invest heavily to get Britain to 
net-zero five years early  
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Other existing markets: demand still strong 

Although this note concentrates on three key themes, we believe there is strong or growing 
demand in some of Severfield’s long-standing markets. Some of these, as we have 
discussed, could benefit from aspects of the UK government’s Growth Plan.  

Infrastructure: still on track 

The UK’s ‘signature’ infrastructure project is High Speed 2, or HS2, linking London with the 
Midlands and North of England.    

▪ HS2. With a current projected cost of up to £106bn, HS2 will be the largest UK 
infrastructure project since the Channel Tunnel. Despite the project being the subject 
of regular speculation, heightened by concerns about government debt, the 
Department for Transport has insisted that it has ‘no plans’ to cancel HS2. But according 
to the leaked board report, the Treasury had already asked HS2 management to identify 
potential cuts or ‘scope reductions’ to the project. Phase 1, already well into 
construction, will run from Euston to north of Birmingham, where it will re-join the 
existing West Coast Mainline. The line will comprise 134 miles of dedicated track and 
include 31 miles of tunnels, 140 bridges, constructed in steel or concrete, and over 10 
miles of viaducts. Four new stations and two new depots will also be built. Tunnelling 
is now well underway and scheduled to be completed by 2028 at the earliest. The group 
has secured several new HS2 bridge packages, including Water Orton Viaducts in the 
Midlands, and packages for the EKFB (Eiffage, Kier, Ferrovial Construction, BAM Nuttall) 
and BBV (Balfour Beatty, Vinci) consortiums. Phase 2a line will run between the West 
Midlands and Crewe in Cheshire. There it will connect with existing high-speed services. 
The Phase 2b line forms a Y shape, split into an eastern and a western leg. The western 
leg will connect to the high-speed lines at Crewe and run through to Manchester. The 
eastern leg will connect to high-speed lines in the West Midlands and run through to 
Leeds. Services will also travel onward to places like Glasgow, Liverpool, Preston and 
Wigan. Total track length is 209 miles and completion is scheduled for 2035-40. 

▪ Other rail – boosted by DAM acquisition. There is substantial government commitment 
to rail over and above HS2. Network Rail’s Control Period 6 (CP6) budget, covering 2019-
24, is c.£53bn, compared with £38bn for CP5, over 2014-19. And this includes a 
significant amount of rail electrification work, in which Severfield has a strong market 
presence. The Growth Plan pledged to accelerate delivery by cutting planning and ‘red 
tape’. Severfield’s abilities in this sector were bolstered with the 2021 acquisition, for 
up to £27m, of DAM Structures (Acquisition gives first class ticket for rail spend, 26 
February 2021). In addition to its core steel fabrication markets, DAM operates in the 
propping, railway and steel piling markets. It should provide opportunities for growth 
in the UK from electrification programmes and elements of the HS2 project that are not 
currently addressed by Severfield, such as temporary and permanent tunnel work, in 
addition to the group's existing expertise in bridges and stations. 

▪ Highways. At Highways England, the second Road Investment Strategy (RIS2) budget of 
£24bn for 2020-25 is a significant increase over the expenditure of £15bn in RIS1. Even 
more road projects than rail were identified for ‘acceleration’ in the Growth Plan. 
Severfield has significant in-house bridge capability, increased with the expertise of 
DAM Structures, acquired in February 2021.   

  

HS2 forging ahead; other 
investment in rail and road 
substantially increased 

https://progressive-research.com/research/acquisition-gives-first-class-ticket-for-rail-spend/
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‘Statement’ offices: emphasis on energy performance and ESG 

Severfield has supplied the structural steelwork for many of London's most iconic office 
towers, including the ‘Shard’, ‘Cheesegrater’ and 22 Bishopsgate. But there has been 
concern that a variety of factors, including Brexit, Covid, working-from-home (WFH) and, 
more recently, rising yields would stifle demand. However, we believe there are several 
factors contributing to demand for high-spec offices. 

▪ Energy efficiency. Some of the leading office developers have reported demand for 
high-specification offices from clients to reduce running costs, increase flexibility and 
to demonstrate to their investors and occupants that they are committed to reducing 
carbon. We believe ESG considerations will lead to a divergence in the office market, 
with demand for the highest design and sustainability specifications (which, in our view, 
Severfield is strongly qualified to provide). Recent examples include: 

- Land Securities’ 21 Moorfields 568,500 sq ft London office development directly 
above Moorgate station, fully pre-let to Deutsche Bank. The tower is targeting 
sustainability ratings of BREEAM ‘Excellent’ and LEED v3 Gold. 

- British Land’s 1 Broadgate, with 546,000 sq ft of mixed-use space, 130,00 of which 
is pre-let to JLL. The most energy efficient British Land has yet delivered, it is 
targeting a c.55 kWheq per m2, already ahead of the company’s 2030 energy 
intensity targets. The building will target a BREEAM ‘Outstanding’ rating. 

- Derwent London.  Soho Place W1, a 192,100 sq ft net zero carbon development, 
above Tottenham Court Road Station, fully pre-let to Apollo Group, targeting 550kg 
CO2e/sqm and a BREEAM ‘Outstanding’ rating.  

Meanwhile, we envisage falling demand for ‘commodity’ office space, which would 
either be supplied by smaller companies, possibly amid more competition, or end up 
demolished and repurposed.   

▪ Proximity to new transport hubs. All three of the above developments are above or 
close to stations on the newly opened Elizabeth Line; we expect similar for HS2. 

▪ Deregulation bonus? Although reporting has subsequently been eclipsed by Hunt’s 
reversal of his proposed tax cuts, Kwarteng took an unashamedly pugnacious approach 
to attracting foreign banks in his ‘mini-budget’. We see the controversial removal of the 
cap on bankers’ bonuses (a rare item that survived) as deliberately symbolic of a more 
root and branch approach to deregulation after years of fractious debate with the EU 
over financial services. More banks employing staff in London – rather than relocating 
them to the EU, as has been frequently mooted, but with little evidence of it happening 
– should mean more demand for high-grade office space, in our view. 

 

  

A differentiated market emerging 
with demand for high-end offices 
and more competition at the 
‘commodity’ end of the market 
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Stadiums: Severfield in the ‘premier’ division 

The increasing wealth and competitiveness of the English Premier League, fuelled to a great 
extent by television rights, is leading to a wave of stadium building. Probable new stadiums 
or extensions include:  

▪ Everton. Severfield recently won the contract to provide the steelwork for Everton’s 
new dockside stadium, which has a total budget of £500m. The stadium will have a 
capacity of 52,000 seats, expandible by a further 10,000 in the future. 

▪ Aston Villa. £100m, expanding capacity from 43,000 to over 50,000. Planning 
permission being submitted. 

▪ Leicester City. Current capacity is 32,000 but this would increase to 40,000 under new 
plans, with an upper tier added above the eastern stand and partially wrapped around 
the north and south stands. 

▪ Crystal Palace. The South London club’s revised £100m plan to expand Selhurst Park 
has been approved by Croydon council this month. The proposed expansion will boost 
capacity at the ground from 26,000 to 34,000. 

▪ Further developments are expected at Manchester United, Manchester City and Leeds. 

Severfield opportunity. The group has a considerable track record of building new 
stadiums or expanding existing ones. These include Tottenham Hotspur, Liverpool, Arsenal, 
Brighton, Fulham, the London Olympic Stadium and the bespoke structure to support the 
roof at Wimbledon No. 1 Court. We believe the group is ideally suited for these types of 
projects: highly complex ‘one-offs’ with tight deadlines and, in the case of expansions of 
existing stadiums, requiring work to be undertaken while fans are still using the facilities.  

Figure 8: New Everton stadium 

 

Source: Severfield  

  

TV rights bonanza fuels boom in 
stadium building 



 

26 October 2022 

 

 
24  Severfield 

Growing overseas opportunities 

Severfield currently has two overseas targets: mainland Europe and India, through its JV 
set up in 2008. We believe both markets present opportunities in sectors, such as 
datacentres and logistics, which may be less mature than in the UK and, in India, the 
migration from concrete to steel construction.  

Mainland Europe: major growth prospects in target sectors 

The group has worked in a range of activities in mainly Europe for a number of years for 
clients in the EU. This has varied over time, being based on specific contract opportunities. 
For instance, ‘Republic of Ireland and mainland Europe’ accounted for £149m out of group 
revenue of £363m (41%) in FY21, but fell to £66m out of £404m (16%) in FY22. This, in our 
view, reflects the larger and more specialist nature of most of the contracts it undertakes 
in the EU. These have included datacentres in Holland, Finland, Belgium and Ireland; 
industrial and logistics projects in Sweden, Ireland, Germany and Switzerland; and offices 
in Dublin. 

The steelwork has all been sourced from Severfield’s factories in the UK, including at 
Enniskillen in Northern Ireland. The group has an office at Zevenbergen, Netherlands. 
However, we believe that mid- to long-term opportunities in sectors such as energy 
resilience, logistics and datacentres may be even greater on the Continent than in the UK.  

Were its European activities to expand and become steadier, we could envisage Severfield 
establishing a more formal presence in the mainland. This could be either organically, by 
building a factory, or through acquisition. We believe the competition base is more 
fragmented in much of Europe and opportunities could arise to acquire technically 
competent companies with strong customer relationships but lacking critical mass or 
financial strength to compete for valuable contracts.  

India: JV now exceeding UK volumes; major long-term growth opportunities 

Severfield formed a 50:50 joint venture, JSW Severfield Structures Ltd (JSSL), in 2008 with 
JSW Steel, India’s largest steel producer, in Bellary, India. The total JV revenue in FY22 was 
£110m, compared with £404m group revenue.  

According to the FY22 results meeting, JSW will exceed the UK’s steel volumes during 
FY23E, of greater than 100,000 tonnes. Like Severfield it offers a full range of design, 
fabrication and construction of structural steelwork. Its modern facilities include two 
fabrication lines, a plate line and a smaller welded beam line. In the AGM trading statement 
in September, Severfield confirmed that the joint venture is close to selecting a plot of land 
to facilitate the future expansion of the business. The land purchase, which will be 
completed in H2 23E at an estimated £3m share of costs for Severfield, will allow the 
business to expand its geographical footprint while providing it with the platform to quickly 
add the necessary volume to support the expected future growth in the market  

In our view, the attractions of the Indian market include: the potential for strong long-term 
economic growth; investment in commercial buildings, infrastructure and public building 
such as healthcare facilities. Despite the disruption from India’s savage (but more short-
lived than feared) Covid outbreak impacting the start to FY22, the share of profit from JSSL 
was £0.8m, reversing a loss of £0.7m, reflecting revenue growth and margin improvement. 
The order book grew by 12.9% to £158m. 

Economic growth, infrastructure 
needs and substitution of 
concrete to drive long-term 
growth in demand  

Long record of supplying mainly 
specialist European projects from 
UK plants 

If demand builds, could there be a 
presence on the continent? 
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Steel in construction is forecast by Severfield to almost treble from 5 million tonnes in 2020 
to 14 million tonnes in 2030. The business’s target sectors encompass three markets: 
commercial, industrial and infrastructure. The fastest growing is forecast to be commercial: 
with office building returning to its pre-Covid growth rate; hospitals, responding to the lack 
of sufficient infrastructure evident during the pandemic; and data and distribution centres 
on the back of increased demand due to WFH and web-based commerce. In industrial, 
Severfield expects cement manufacturing (a rival to steel) to decline, partly due to 
environmental concerns. 

Given the expected market growth, we believe the JV’s total output could grow to 250,000 
tonnes in the next five years.  
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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.  

Figure 9: Revenue of main competitors (£’000) 

 

Source: FY2022 results presentation  

Largest structural steel group in 
UK with growing European 
opportunities 

Significant losses in 2013 
prompted major restructuring 

Scale advantage against a 
smaller and fragmented peer 
group 

https://progressive-research.com/research/election-result-provides-clearer-2020-vision/


 

26 October 2022 

 

 
27  Severfield 

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 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. 
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Financials 

The group confirmed in its 8 September AGM trading statement that performance in the 
first five months of FY23E had been strong and that trading was in line with management’s 
expectations. In our note, Trading in-line, with booming order book, we maintained our 
estimates, and highlighted continuing growth in the order book.  

The FY22 results on 5 June (see Resilient FY result with forecasts maintained) showed an 
11% increase in adjusted FY22 PBT to £27.1m, despite ‘challenging market conditions’ as 
steel price increases temporarily diluted margins. The underlying operating margin slipped 
from 7.0% to 6.7%, reflecting a more than doubling in steel prices, which were largely 
‘passed through’ to customers, as contractually agreed, at zero margins. 

Nevertheless, the group reiterated its guidance for FY23E; we maintained our PBT 
estimates for the current financial year and next, and introduced a new forecast of further 
growth into FY25E. Our estimates assume revenue to grow by a CAGR of 6.7% between the 
pandemic-impacted FY22 result and FY25E, supported by the strength of the order book, 
which rose by 24% to £486m for June 2022 compared with November 2021, and by 61%, 
year on year. We also expect operating margins to recover to 6.9% in FY24E as intra-year 
price increases are reflected in full year performance. Our estimates equate to a CAGR of 
9.1% in adjusted PBT over the period.   

Management indicated at the results presentation that there should be a roughly one-
third:two-thirds split in adjusted PBT for FY23E. The interim results are on 22 November. 

 
Figure 10: P&L and per share data 

YE March (£m) 2016 2017 2018 2019 2020 2021 2022 2023E 2024E 2025E 
Group revenue  239.4   262.2   274.2   274.9   327.4   363.3   403.6   460.1   469.3   490.4  
Growth (%) 18.8% 9.6% 4.6% 0.3% 19.1% 11.0% 11.1% 14.0% 2.0% 4.5% 
Margin (%) 5.7% 7.5% 8.3% 8.5% 8.2% 7.0% 6.7% 6.6% 6.9% 6.9% 
Group op. profit  13.7   19.6   22.9   23.3   27.0   25.5   26.9   30.5   32.5   33.8  
JV income  (0.2)  0.5   0.9   1.7   2.4   (0.3)  1.3   1.9   2.4   2.9  
Op. profit inc JVs  13.5   20.1   23.7   24.9   29.3   25.1   28.2   32.4   34.9   36.7  
Exc & gw  (3.6)  (1.8)  (1.3)   -     (2.8)  (3.2)  (6.1)  (5.4)  (5.4)  (5.4) 
Interest  (0.2)  (0.2)  (0.2)  (0.2)  (0.7)  (0.8)  (1.1)  (1.2)  (1.3)  (1.5) 
PBT, reported  9.6   18.1   22.2   24.7   25.8   21.1   21.0   25.8   28.2   29.9  
U-lying tax rate 17.0% 17.1% 19.4% 19.7% 18.9% 18.5% 18.6% 19.0% 25.0% 25.0% 
Reported tax  (1.0)  (2.7)  (4.0)  (4.5)  (5.4)  (3.8)  (5.4)  (5.6)  (7.8)  (8.1) 
Net attrib. profit  8.6   15.3   18.1   20.2   20.4   17.3   15.6   20.2   20.4   21.8  
PBT pre-exc & gw  13.2   19.8   23.5   24.7   28.6   24.3   27.1   31.2   33.6   35.2  
EPS, basic (p)  2.9   5.1   6.1   6.7   6.7   5.6   5.1   6.5   6.6   7.0  
Adj EPS, dil. (p)  3.7   5.5   6.3   6.6   7.7   6.4   7.2   8.3   8.3   8.8  
DPS, declared (p)  1.5   2.3   2.6   2.8   2.9   2.9   3.1   3.3   3.5   3.7  
Div cover (x)  2.4   2.4   2.5   2.4   2.7   2.2   2.3   2.5   2.4   2.4  
EBITDA  17.4   23.2   26.5   26.9   30.9   29.9   32.0   41.1   43.2   44.7  
FCFPS (p)  6.6   6.5   4.5   2.6   5.0   6.0   (3.8)  9.0   4.9   6.7  
TNAV (p)  29.9   32.7   38.1   39.6   34.5   31.0   33.9   35.4   39.8   47.0  

 

Source: Company Information and Progressive Equity Research estimates 

 

Non-underlying items of £6.1m (FY21: £3.2m) included £5.2m (FY21: £2.8m) amortisation 
and net acquisition-related expenses of £0.7m (FY21: £0.4m).  

AGM confirmed that trading in 
the first five months of FY23E had 
been strong and in line with 
management’s expectations  

https://progressive-research.com/wp-content/uploads/data-sync/research/SFR%2020220908.pdf
https://progressive-research.com/research/resilient-fy-result-with-forecasts-maintained/
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Orders: continuing to rise after early Covid lull 

The UK and Europe order book at 1 September rose by 28% Y/Y to £483m, the fifth 
consecutive increase.  

Figure 11: Order book, UK and Europe (£m) 

 

Source: FY2022 results presentation  

 

New divisional structure 

Currently, the group has a single divisional structure for its operations in the UK and 
Europe. For FY23E and beyond it will split this into three, based on end-markets: 

▪ Commercial & industrial. Industrial and logistics; offices; stadiums and leisure; data 
centres; retail; health and education. We estimate revenue at over £300m. 

▪ Nuclear & infrastructure. Nuclear (both new generation and decommissioning); 
transport; power and energy; process industries, revenue over £50m. (Both C&I and 
N&I to be served from the Group Manufacturing facilities at Dalton, Bolton, Enniskillen 
and Carnaby.)  

▪ Products & processing. Modular solutions, revenue over £25m. (To be served from the 
Sherburn manufacturing facility.)  

The group will provide details of historical revenue, margin and other characteristics during 
FY23E. However, we believe Products & Processing is currently trading at break-even, 
reflecting its stage of development.  
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Figure 12: Adjusted cashflow statement and summary balance sheet 

YE March (£m) 2016 2017 2018 2019 2020 2021 2022 2023E 2024E 2025E 
Adj cash flow 2015 2016 1.116 2018 2019 2020 2021 2022E   
Group op. profit  10.9   16.7   21.4   23.2   25.6   22.6   21.5   25.1   27.1   28.5  
Depreciation  3.7   3.6   3.7   3.6   3.9   4.4   5.2   5.3   5.4   5.5  
Intangible amort.  2.8   2.9   1.5   0.1   1.4   2.8   5.4   5.4   5.4   5.4  
Other, non-cash   0.5   1.9   0.2   (1.1)  (0.7)  0.3    -      -      -     
Working capital  7.0   2.3   (3.7)  (7.9)  (2.2)  (0.2)  (34.5)  6.0   (7.5)  (1.1) 
Op cash flow  24.8   27.4   22.9   18.0   28.0   30.0   (1.9)  41.7   30.4   38.2  
Capex   (4.1)  (5.3)  (5.4)  (6.3)  (6.2)  (6.2)  (4.9)  (7.2)  (6.0)  (8.0) 
Interest, net  (0.2)  (0.2)  (0.2)  (0.4)  (0.6)  (0.7)  (1.1)  (1.2)  (1.3)  (1.5) 
Tax  (0.9)  (2.4)  (3.9)  (3.4)  (6.0)  (4.6)  (3.8)  (5.6)  (7.8)  (8.3) 
Free cashflow  19.6   19.5   13.4   8.0   15.2   18.4   (11.6)  27.8   15.3   20.6  
Acquisitions, JVs  (4.3)  (0.4)  (5.5)  (4.2)  (13.4)  (20.2)  (0.7)  (11.0)   (2.0)      (2.0)    
Dividends - paid  (3.0)  (5.1)  (7.5)  (13.4)  (8.9)  (8.9)  (9.2)  (9.8)  (10.4)  (11.0)) 
Financing  (0.2)  (0.2)  (0.2)  1.5   26.4   (8.7)  (7.4)   -      -      -    
Change in cash  12.1   13.8   0.3   (8.1)  19.4   (19.4)  (29.0)  7.0   2.9   7.6  
Summary balance sheet          
Intangible FA  59.2   56.3   54.8   54.7   78.1   95.4   92.5   98.2   94.8   91.4  
Tangible FA  77.4   78.9   81.2   84.0   99.0   101.5   102.5   104.4   105.1   107.6  
Investments  12.7   13.1   18.5   24.3   26.7   33.2   35.0   36.9   39.3   42.2  
Working capital  0.7   (1.5)  1.7   8.4   (2.9)  0.3   24.2   18.2   25.7   26.8  
Provisions, other   (5.8)  (3.8)  (2.9)  (1.6)  (14.9)  (21.4)  (24.0)  (24.0)  (24.0)  (24.0) 
Pensions  (14.6)  (21.4)  (17.2)  (20.0)  (18.7)  (22.4)  (14.4)  (14.4)  (14.4)  (14.4) 
Net cash/(debt)1   18.7   32.6   33.0   25.2   16.4   4.4   (18.4)  (11.4)  (8.5)  (0.9) 
Net assets  148.2   154.2   169.0   175.0   183.7   190.9   197.4   207.9   217.9   228.6  
Net cash/ debt (IFRS16)     5.2   (6.7)  (30.1)  (23.0)  (20.2)  (12.6) 

 

Source: Company Information and Progressive Equity Research estimates. 1 pre-IFRS 16 

We expect net debt to fall steadily in the absence of any acquisitions. There was an 
unusually large increase in working capital in FY22E reflecting the expected unwinding of 
the unusually low working capital position (generally c.2% of revenue) at the start of the 
year, together with the impact of steel and other input price rises, and higher steel 
purchases to meet production requirements in early 2023. However, in our view, working 
capital requirements are usually relatively light for the group.  

We forecast group capex in the mid-to-high single digit millions for FY23E-25E, to cover, for 
instance, new productions machinery and upgrading factories and sites.  

The £11m investment in acquisitions and JVs for FY23E assumes £8m deferred contingent 
consideration for DAM Structures (estimated at £0.5m, £2.0m and £2.0m for FY23E, FY24E 
and FY25E, respectively) and £3m for the land acquisition for the Indian JV in FY23E. 
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31  Severfield 

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  44.7  
Adj EBIT 25.5  26.9  30.5  32.5  33.8  
Reported PBT 21.1  21.0  25.8  28.2  29.9  
Fully Adj PBT 24.3  27.1  31.2  33.6  35.2  
NOPAT 25.4  26.8  30.4  32.4  33.8  
Reported EPS (p) 5.6  5.1  6.5  6.6  7.0  
Fully Adj EPS (p) 6.4  7.2  8.3  8.3  8.8  
Dividend per share (p) 2.9  3.1  3.3  3.5  3.7  

      
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  20.6  
FCF per share (p) 6.0  (3.8) 9.0  4.9  6.7  
Acquisitions (20.2) (0.7) (11.0) (2.0) (2.0) 
Disposals N/A N/A N/A N/A N/A 
Shares issued      
Net cash flow (19.4) (29.0) 7.0  2.9  7.6  
Overdrafts / borrowings 31.9  26.5  14.4  14.4  14.4  
Cash & equivalents 25.0  (4.0) 3.0  5.9  13.5  
Net (Debt)/Cash, pre-IFRS 16 4.4  (18.4) (11.4) (8.5) (0.9) 

      
NAV AND RETURNS 2021 2022 2023E 2024E 2025E 
Net asset value 190.9  197.4  207.9  217.9  228.6  
NAV/share (p) 61.9  63.8  67.2  0.0  0.0  
Net Tangible Asset Value 95.5  104.8  109.7  123.1  137.2  
NTAV/share (p) 31.0  33.9  35.4  39.8  44.3  
Average equity 187.3  194.2  202.6  212.9  223.2  
Post-tax ROE (%) 9.2% 8.0% 10.0% 9.6% 9.8% 

      
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% 3.3% 
Adj EBIT growth 16.0% 5.5% 13.4% 6.6% 4.1% 
Adj PBT growth 15.8% 11.4% 15.1% 7.8% 4.9% 
Adj EPS growth 17.0% 11.9% 14.9% 0.7% 5.3% 
Dividend growth 3.6% 6.9% 6.5% 6.1% 5.7% 
Adj EBIT margins 7.0% 6.7% 6.6% 6.9% 6.9% 

      
VALUATION 2021 2022 2023E 2024E 2025E 
EV/Sales (x) 0.5 0.4 0.4 0.4 0.4 
EV/EBITDA (x) 5.9 5.5 4.3 4.1 4.0 
EV/NOPAT (x) 7.0 6.6 5.8 5.5 5.3 
PER (x) 8.0 7.1 6.2 6.2 5.9 
Dividend yield 5.6% 6.0% 6.4% 6.8% 7.2% 
FCF yield 11.7% (7.3%) 17.5% 9.6% 13.0% 

 

Source: Company information and Progressive Equity Research estimates 
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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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