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COMPANY DESCRIPTION 

UK's  leader in design, fabrication and 
construction of structural steel, for 
commercial buildings, infrastructure etc 

www.severfield.com  
 

Dividend reinstated after ‘encouraging’ restart 

The UK’s largest structural steel construction specialist has reinstated the 
final dividend for FY 2020 following “encouraging” activity levels since the 
lockdown was lifted. This morning’s AGM statement confirms that the 
group remains cash-positive and that the order book has remained steady 
over the summer. We continue to believe the Group is likely to benefit from 
growth in logistics and datacentres, reinforced since Covid-19, as well as the 
significant opportunities from HS2, which we explore further in this note. 

▪ Final dividend reinstated. The Board is now recommending a final 
dividend of 1.8p for the FY to March 2020, having deferred any decisions 
on the pay-out at the 17 June prelims “until there is greater visibility on 
the impact of Covid-19”. This brings the total dividend for FY 2020 to 2.9p 
(FY 2018, 2.8p + 1.7p special). The decision reflects the Group’s 
“cautiously optimistic” outlook for FY 2021E. All factories and sites are 
fully operational and “underlying and operations are performing well”. 

▪ Q1 profits hindered by Covid but balance sheet strong. As previously 
signalled, the disruption “has impacted profitability, particularly in the 
first quarter of the 2021 financial year”. Notwithstanding this, “overall 
activity levels have continued to increase … with activity levels returning 
to pre-lockdown levels in the second quarter of 2021”. The Group has 
continued to operate in a net cash position since YE 2020, when it stood 
at £16.4m, “maintaining significant cash headroom”.  

▪ Orders supported by growth sectors. UK & Europe orders at 1 September 
stood at £270m, unchanged on June. “Tendering and pipeline activity 
remain encouraging despite some client decisions being deferred”. 
Severfield “continues to see a good number of opportunities, albeit at 
competitive prices” including in industrial & distribution, datacentre and 
infrastructure. On page 3, we explore some of these sectors.   

▪ Indian JV held back by pandemic. JSSL’s order book declined to £94m 
from £110m in June, impacted by the slow easing of the nationwide 
lockdown and impact of Covid on the economy. Although further opening 
up of the economy is expected, the disruption is likely to continue for 
several months with a corresponding impact on trading and profitability.  

▪ Guidance remains suspended for now. Although formal guidance remains 
withheld, we anticipate this and new estimates from Progressive could be 
reinstated at the 24 November interim results. 
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FYE MAR (£M) 2016 2017 2018 2019 2020 

Revenue 239.4 262.2 274.2 274.9 327.4 

Adj EBITDA 17.4 23.2 26.5 26.9 30.9 

Fully Adj PBT 13.2 19.8 23.5 24.7 28.6 

Fully Adj EPS (p) 3.7 5.5 6.3 6.6 7.7 

EV/Sales (x) 0.6x 0.6x 0.6x 0.6x 0.5x 

EV/EBITDA (x) 8.9x 6.7x 5.9x 5.8x 5.0x 

PER (x) 15.4x 10.2x 8.9x 8.5x 7.3x 

Source: Company Information.  Financial guidance currently suspended. 
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Order book and balance sheet support outlook 

UK and European orders were unchanged at £270m between June and September and only 
8% below the June 2019 level of £295m (the £323m in November 2019 was unusually high). 
The UK proportion rose from 54% to 61%, see Figure 1. 

Although the statement referred to “competitive prices” in tendering, we believe the 
Group is differentiated by its net cash position, steady order book, prospects in growth 
areas and its established record in the sort of complex and time-critical projects required 
in these sectors, particularly infrastructure, datacentres and logistics (see page 3). 

Figure 1: Orders 2015 - 20 (£m), LHS; orders by geography, September 2020 (%), RHS 

  
 

Source: Company 

Net cash position maintained despite repaying Covid support 

Since 31 March 2020, when net cash was £16.4m (including the outstanding acquisition 
loan of £13.1m for Harry Peers, acquired in 2019), the Group has continued to operate in 
a net funds position, maintaining significant amounts of cash headroom in banking facilities 
which mature in October 2023. All PAYE liabilities and other discretionary tax deferrals are 
now fully up to date, except for VAT payments of £3m which have been deferred by HMRC 
to March 2021. Whilst some of the workforce were furloughed in Q1 2021, all have since 
returned to work, the Group will not be claiming for support under any employee-related 
government support packages including the Coronavirus Job Retention Scheme. In 
addition, borrowings of £15m, originally drawn down in late March under the Group’s 
revolving credit facility as a precautionary measure in response to the Covid-19 outbreak, 
have now been repaid.  

This and the reassuring outlook supported the decision to recommend a final dividend, 
with the FY pay-out of 2.9p representing cover of 2.7x. If the dividend is approved at today’s 
AGM, it will be paid on 11 September 2020 to shareholders on the register at the close of 
business on 14 August 2020. 

New Chairman 

Non-executive Chairman John Dodds retires today after 10 years with the Group. He helped 
lead the turnaround, including two spells as Executive Chairman, including during the 2013 
rights issue. He is replaced by former Kelda Group and Yorkshire Water CEO Kevin 
Whiteman. 

Further research on Severfield 

A full archive of Progressive’s research on Severfield is available on our website (link).  
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Growth sectors replace muted offices demand 

In our view, one of the long-term strengths of the group has been its ability to navigate 
different sectors as demand changes. We believe it likely that new office projects are 
unlikely for some time, due to changing working patterns, but there is still a significant 
pipeline of agreed schemes and several new sectors are likely to at least replace this 
workload – in some cases accelerated in reaction to Coronavirus.  

Distribution/logistics: led by march of e-commerce 

Logistics, in our view, has been the ‘hottest’ sector in commercial real estate for several 
years, witnessing high demand and low vacancy rates, driven by the growth in on-line 
shopping. This has clearly accelerated since the onset of the pandemic. According to the 
July Big Shed Briefing from Savills Research (link), online sales mid-year accounting for 33% 
of all retail sales, up from 21% at the start of the year. 

New take-up of large-scale warehouse space for H1 2020 reached 22.4 m sq ft. This was 
the best first half performance ever recorded – 38% above 2019 and 66% above the long-
term average. Of this take-up, 36% was by Amazon and a further 11% involved deals where 
the lease is for less than 12 months due to Covid-19. 

Demand has barely kept up with supply since 2016, Figure 2, continuing to put upwards 
pressure on rents. Vacancy rates in H1 2020 were stable at 6.7%.  

Figure 2: Take-up, LHS, and supply of UK logistics space (m sq ft) & vacancy rate (%) 

  
 

Source: Savills  

The industry’s current development pipeline is 6.25 m sq ft, although there is a degree of 
uncertainty as to how the pace of further development will progress on a one-year view. 
Anecdotal evidence from the logistics sector suggests development by retail and logistics 
groups on their own balance sheets will continue – underpinning overall construction 
activity – but that third party institutional investors are currently in a ‘wait and see’ pattern 
as to supporting further growth. Factors that industry experts tell us is likely to prompt 
them back into the market is a combination of on-line’s percentage share of retail holding 
up in the high 20s or low 30s and the related factors of a degree of recovery in the overall 
economy and consumer confidence holding up. 

While not enjoying as high a profile as logistics, the related industrial sector is dependent 
on the strength of the wider economy and manufacturing output and exports in particular. 
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Data centres: Covid to fuel further growth 

It appears clear to us that Covid has further reinforced the growth in data centres, which 
had already been exponential, also due to the rise in e-commerce. The rise in demand for 
data centres – almost certainly increased by the marked increase during the lockdown of 
virtual video meetings (and social activity) using Zoom, Teams and other platforms. The 
structures are by nature complex, with substantial air handling equipment on the roofs, 
requiring greater load-bearing strength. Clients in this rapidly growing area are particularly 
reliant on reliable construction ability and programming. A study available via 
ReportLinker.com (link) projects that the UK data centre market size will reach $8.4bn, 
growing at a CAGR of over 4% pa from 2020-25. 

HS2: biggest project since Channel Tunnel 

In our results note of 17 June, Strong FY results and poised for HS2 boost (link), we 
highlighted what appear to be significant prospects for the Group from the fast rail link, 
prompted by the Government’s Election pledge to ‘level up’ Britain and given greater 
impetus by its efforts to stimulate economic recovery post-Covid.  On 15 April PM Boris 
Johnson issued formal notice to proceed with phase one works, prompting HS2 to sign off 
the four major civils contracts, worth a total of £12bn, with a total cost projected at up to 
£106m. The line will comprise 134 miles of dedicated track and include 31 miles of tunnels, 
140 bridges, constructed in steel and concrete, and over 10 miles of viaducts. Four new 
stations and two new depots will also be built. Severfield has indicated it has submitted 
tenders for certain bridge projects and certain of the four stations to be opened for tender. 
A wider benefit, in our view, is that HS2 will take large swathes of capacity out of the 
construction industry, potentially supporting pricing. 

Stadiums: in the premier division of niche sector 

A long-established niche for Severfield is its track record in stadiums, often high complex, 
one-off projects. Recent contract wins reported at the FY 2020 results include the new 
stadium works at newly-promoted Fulham FC’s expanded Craven Cottage and the 
redevelopment of the Compton and Edrich stands at Lord’s Cricket Ground, Figure 3. 

 
Figure 3: Stadium projects – Fulham FC Craven Cottage Stadium (LHS); Lords Cricket Ground (RHS) 

  
 

Sources: Evening Standard (left), company presentation (right) 

 

UK datacentres predicted to 
continue growing at over 4% pa 

Severfield bidding for bridge and 
station opportunities; wider 
benefits to come from soaking up 
of industry capacity 

Projects are often highly complex 
one-off and time-critical projects 

https://www.globenewswire.com/news-release/2020/07/24/2067077/0/en/UK-Data-Center-Market-Size-To-Cross-8-4-Billion-Growing-At-a-CAGR-Of-Over-4-During-The-Period-2020-2025.html
https://bdadvanced.ipreo.com/OpenFileLink.aspx?ID1=0b987fbe-d132-406f-a7ee-6519a1c1e01f&ID2=630811817
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Financial Summary: Severfield 

Year end: March (£m unless shown)      
      
PROFIT & LOSS 2016 2017 2018 2019 2020 
Revenue 239.4  262.2  274.2  274.9  327.4  
Adj EBITDA 17.4  23.2  26.5  26.9  30.9  
Adj EBIT 13.7  19.6  22.9  23.3  27.0  
Reported PBT 9.6  18.1  22.2  24.7  25.8  
Fully Adj PBT 13.2  19.8  23.5  24.7  28.6  
NOPAT 11.4  16.3  18.4  18.7  21.9  
Reported EPS (p) 2.9  5.1  6.1  6.7  6.7  
Fully Adj EPS (p) 3.7  5.5  6.3  6.6  7.7  
Dividend per share (p) 1.5  2.3  2.6  2.8  2.9  

      
CASH FLOW & BALANCE SHEET 2016 2017 2018 2019 2020 
Operating cash flow 24.8  27.4  22.9  18.0  28.0  
Free Cash flow 19.6  19.5  13.4  8.0  15.2  
FCF per share (p) 6.6  6.5  4.5  2.6  5.0  
Acquisitions (4.3) (0.4) (5.5) (4.2) (13.4) 
Disposals N/A N/A N/A N/A N/A 
Shares issued      
Net cash flow 12.1  13.8  0.3  (8.1) 19.4  
Overdrafts / borrowings 0.6  0.4  0.2  0.0  27.9  
Cash & equivalents 19.0  32.8  33.1  25.0  44.3  
Net (Debt)/Cash 18.7  32.6  33.0  25.2  16.4  

      
NAV AND RETURNS 2016 2017 2018 2019 2020 
Net asset value 148.2  154.2  169.0  175.0  183.7  
NAV/share (p) 49.8  51.6  56.4  57.6  60.0  
Net Tangible Asset Value 89.0  97.9  114.2  120.3  105.6  
NTAV/share (p) 29.9  32.7  38.1  39.6  34.5  
Average equity 144.4  151.2  161.6  172.0  179.3  
Post-tax ROE (%) 6.0% 10.1% 11.2% 11.7% 11.4% 

      
METRICS 2016 2017 2018 2019 2020 
Revenue growth N/A 9.6% 4.6% 0.3% 19.1% 
Adj EBITDA growth N/A 33.5% 14.3% 1.4% 14.9% 
Adj EBIT growth N/A 43.3% 16.6% 1.7% 16.0% 
Adj PBT growth N/A 50.2% 18.5% 5.1% 15.8% 
Adj EPS growth N/A 50.4% 14.5% 4.7% 17.0% 
Dividend growth N/A 53.3% 13.0% 7.7% 3.6% 
Adj EBIT margins 5.7% 7.5% 8.3% 8.5% 8.2% 

      
VALUATION 2016 2017 2018 2019 2020 
EV/Sales (x) 0.6 0.6 0.6 0.6 0.5 
EV/EBITDA (x) 8.9 6.7 5.9 5.8 5.0 
EV/NOPAT (x) 13.7 9.5 8.4 8.3 7.1 
PER (x) 15.4 10.2 8.9 8.5 7.3 
Dividend yield 2.7% 4.1% 4.6% 5.0% 5.2% 
FCF yield 11.7% 11.6% 8.0% 4.7% 8.9% 

 

Source: Company information and Progressive Equity Research estimates FY 2019 dividend stated before 1.7p special dividend 
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To arrange a meeting with the management team, or for further information about Progressive, please contact: 
Emily Ritchie 
+44 (0) 20 7781 5311 
eritchie@progressive-research.com 
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