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Momentum continues after resilient FY2021 

Britain’s leading structural steel specialist slightly beat our previously 
increased estimates for FY2021, with adjusted PBT of £24.3m in today’s 
results, against our estimate of £24.0m. “Considerable positive momentum” 
has continued into FY2022E, with an increased order book in both UK & 
Europe and also in the Indian JV, despite the second wave hitting the sub-
continent. We are not changing our FY2022E estimates, being early in the 
financial year, but continue to believe the Group is strongly placed to 
benefit from growth sectors including infrastructure and datacentres.  

▪ FY 2021 results narrowly beat estimates. Revenue rose 11.0% to £363m; 
underlying PBT fell just 15.0% to £24.3m, in spite of Covid-19; underlying 
diluted EPS declined 16.4% to 6.4p, narrowly ahead of our 6.3p. Net cash 
declined from £16.4m to £4.4m, following the DAM Structures acquisition. 
The dividend was unchanged at 2.9p – in line with our estimate. In April 
Severfield guided that results would “comfortably” beat its expectations. 

▪ No changes to P&L estimates. At this early stage in the year to March 
2022 we are not changing our revenue or profit estimates, but we are 
encouraged by outlook statement: “Positive momentum is evident across 
the Group which … provides the platform for further operational and 
strategic progress in 2022”. Tendering and pipeline activity in the UK and 
Europe “remains very encouraging, albeit at tighter prices given current 
market conditions”, but we believe this was already implicit in guidance. 
The region’s order book rose 4.9% to £301m. 

▪ More capex for growth. We have cut our FY2022E forecast for pre-IFRS 
16 net cash from £3.9m to break-even, with a small increase in FY2023E. 
This is based on our assumption of higher capital expenditure to support 
growth and a greater working capital requirement given timing 
differences in steel prices.  

▪ India recovers in H2. A particularly encouraging aspect of today’s 
statement is performance and outlook in the Indian JV, which returned to 
break even in H2 2021. The order book rose 43% to a record £140m at 1 
June, reflecting strong underlying demand for structural steel, amid 
recent reports of infection rates falling, albeit still at very high levels.  

▪ Carbon neutral target. The Group introduced a sustainability strategy 
with a target to be operationally carbon neutral in the 2021 calendar year, 
and it signed up to the SteelZero initiative in April 2021  
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FYE MAR (£M) 2019 2020 2021 2022E 2023E 

Revenue 274.9 327.4 363.3 370.5 370.5 

Fully Adj PBT 24.7 28.6 24.3 28.1 31.1 

Fully Adj EPS (p) 6.6 7.7 6.4 7.4 8.2 

Dividend per share (p) 2.8 2.9 2.9 3.1 3.3 

PER (x) 12.1x 10.4x 12.4x 10.8x 9.8x 

EV/EBITDA (x) 9.0x 7.8x 8.1x 7.2x 6.3x 

Dividend yield 3.5% 3.6% 3.6% 3.9% 4.1% 

Source: Company Information and Progressive Equity Research estimates. 
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“Considerable positive momentum” drives outlook 

The FY 2021 results showed, in our view, a resilient performance relative to the prior year, 
despite the timing of the financial year-end, March, putting most of impact from Covid in 
the latest FY. The robust out-turn was helped by a strong second half and the momentum 
has continued into FY 2022E, with increased order books, not only in the UK & Europe but, 
perhaps more surprisingly, India, which is suffering from a strong second wave of the virus. 
Looking forward, the Group points to “considerable positive momentum”. 

Key highlights for us from the results include:  

▪ Most items in the P&L were slightly ahead of our estimates - which we raised in April 
following the upbeat trading statement - and this included the net cash figure, with an 
out-turn of £4.4m, against our estimate of £4.0m. 

▪ There was a strong second half to FY 2021, with margins rising to 9.0%, close to the 
prior year second half and up the from 5.1% in H1 2021 (see figure 3).  

▪ The Group coped well with Covid, including new operating procedures and safe working 
practices. No claims were made under Covid-related government schemes and all tax 
deferrals are now fully up to date  

▪ DAM Structures, acquired in February 2021 is integrating well, with significant growth 
opportunities, including in the promising rail market. 

▪ DAM contributed £18m to the £301m UK & Europe order book (see below). Total Group 
orders included industrial and distribution, datacentres, nuclear and commercial offices 
- although the latter represents, in our view, a more balanced c. 25% of orders, rather 
than the more typical 30 - 35%. This highlights, for us, the benefits of the strategy in 
recent years to build a more diversified sectoral and geographic output. In Europe, work 
included large datacentres in Ireland and Finland and a logistics centre in Germany. 

 
 

Figure 1: Order book (£m) 

 

Source: Company information 
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▪ The Indian JV, JSSL, reversed losses in H2, with a record order book on 1 June, of £140m, 
up from £98m in November 2020. This reflects trends including new strategic alliances 
with customers and a move to steel replacing concrete construction. Orders include a 
data centre and offices as well as large industrial projects for JV partner JSW. Although 
reports of the second wave have been harrowing, reported Covid cases in the sub-
continent have been falling and some lockdowns are being scaled back.  

▪ A new Group sustainability strategy was introduced with the aim of becoming 
operationally carbon neutral in the 2021 calendar year, while the Group signed up to 
the industry’s SteelZero initiative in April 2021. Severfield is committing to transition to 
buying, specifying or stocking 100% net zero steel by 2050, with interim targets of 50% 
to be achieved by 2030. 

▪ The outlook statement appears encouraging, concluding “there is now considerable 
positive momentum across the Group, and we remain optimistic about the future”. 

- Opportunities include increased rail expenditure in the UK, where order wins 
include several HS2 bridges, and wind power, new nuclear, datacentres and energy 
efficient buildings.  

- New orders have been achieved at “some tighter prices given the current market 
conditions and steel price increases and supply chain pressures “continue to be 
effectively managed”, however, we believe these are factored into our forecasts. 

- We continue to believe India offers considerable growth opportunities, from 
economic growth and a greater adoption of steel construction techniques.  

 

 

 

 

 

 
 

Figure 2: Examples of latest projects 

 

Source: Company results presentation 
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Figure 3: HY results 

YE March (£m) H1 2020 H2 2020 H1 2021 H2 2021 

Group revenue  131.7   195.6   186.0   177.2  

YoY change (%)  (11.6)  55.5   41.2   (9.4) 

Group op. margin (%)  5.3   10.2   5.1   9.0  

Group op. profit  7.0   20.0   9.5   16.0  

Share of income in JVs  1.5   0.9   (0.6)  0.3  

Op. profit inc JVs  8.5   20.9   8.9   16.3  

Exceptionals & gw   -     (2.8)  (1.9)  (1.4) 

Interest  (0.3)  (0.4)  (0.4)  (0.3) 

PBT, reported  8.2   17.6   6.6   14.5  

Underlying tax rate (%)  19.0   18.8   19.0   18.3  

Reported tax  (1.3)  (4.1)  (1.4)  (2.4) 

Net attrib. profit  6.9   13.5   5.2   12.1  

PBT pre-exc & goodwill  8.2   20.4   8.4   15.9  

EBITDA  8.9   22.0   11.7   18.2  
 

Source: Company Information and Progressive Equity Research estimates 
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Figure 4: P&L and per share data 

YE March (£m) 2015 2016 2017 2018 2019 2020 2021 2022E 2023E 

Group revenue 201.5   239.4   262.2   274.2   274.9   327.4   363.3   370.5   370.5  

Change (%) -12.9% 18.8% 9.6% 4.6% 0.3% 19.1% 11.0% 2.0% 0.0% 

Group op. margin (%)  4.5%   5.7%   7.5%   8.3%   8.5%  8.2% 7.0% 7.8% 8.4% 

Group op. profit  9.0   13.7   19.6   22.9   23.3   27.0   25.5   28.9   30.9  

Share of income in JVs  (0.2)  (0.2)  0.5   0.9   1.7   2.4   (0.3)  0.4   1.4  

Op. profit inc JVs  8.8   13.5   20.1   23.7   24.9   29.3   25.1   29.3   32.3  

Exceptionals & goodwill  (8.5)  (3.6)  (1.8)  (1.3)   -     (2.8)  (3.2)  (2.8)  (2.8) 

Interest  (0.5)  (0.2)  (0.2)  (0.2)  (0.2)  (0.7)  (0.8)  (1.2)  (1.3) 

PBT, reported  (0.2)  9.6   18.1   22.2   24.7   25.8   21.1   25.3   28.3  

Underlying tax rate (%)  17.0   17.0   17.1   19.4   19.7  18.9% 18.5% 19.0% 20.0% 

Reported tax  0.3   (1.0)  (2.7)  (4.0)  (4.5)  (5.4)  (3.8)  (5.3)  (5.9) 

Net attrib. profit  0.1   8.6   15.3   18.1   20.2   20.4   17.3   20.0   22.3  

PBT pre-exc & goodwill  8.3   13.2   19.8   23.5   24.7   28.6   24.3   28.1   31.1  

Wtd. ave. shares (million)  297.5   297.5   298.9   299.7   303.1   305.4   307.3   308.2   308.2  

Diluted shares (million)  297.5   299.2   301.1   304.2   306.3   307.1   307.4   308.3   308.3  

EPS, basic (p)  0.0   2.9   5.1   6.1   6.7   6.7   5.6   6.5   7.2  

EPS, dil., pre-exc (p)  2.3   3.7   5.5   6.3   6.6   7.7   6.4   7.4   8.2  

DPS - declared (p)   -     1.5   2.3  2.6   2.8   2.9   2.9   3.1   3.3  

Dividend cover (x)  na   2.4   2.4   2.5   2.4   2.7   2.2   2.4   2.5  

EBITDA  12.6   17.4   23.2   26.5   26.9   30.9   29.9   33.4   38.4  

FCFPS (p)  2.8   6.6   6.5   4.5   2.6   5.0   6.0   1.5   5.6  

TNAV (p)  26.5   29.9   32.7   38.1   39.6   34.5   31.0   35.4   38.2  
 

Source: Company Information and Progressive Equity Research estimates 

 

 



 

16 June 2021 

 

 
6  Severfield 

 
Figure 5: Adjusted cash flow and summary balance sheet 

YE March (£m) 2015 2016 2017 2018 2019 2020 2021 2022E 2023E 

Adjusted cash flow statement2015 2016 2017 2018 2019 2020 2021E 2022E  

Group op. profit1  6.2   10.9   16.7   21.4   23.2   25.6   22.6   26.1   28.1  

Depreciation  3.6   3.7   3.6   3.7   3.6   3.9   4.4   4.5   4.6  

Intangible amortisation  2.8   2.8   2.9   1.5   0.1   1.4   2.8   2.8   2.8  

Other, non-cash   (6.0)  0.5   1.9   0.2   (1.1)  (0.7)  0.3    -      -    

Changes in working capital  4.8   7.0   2.3   (3.7)  (7.9)  (2.2)  (0.2)  (11.2)  (4.0) 

Operating cash flow  11.4   24.8   27.4   22.9   18.0   28.0   30.0   22.2   31.6  

Capex (maintenance)  (1.3)  (4.1)  (5.3)  (5.4)  (6.3)  (6.2)  (6.2)  (11.0)  (7.2) 

Interest, net  (0.8)  (0.2)  (0.2)  (0.2)  (0.4)  (0.6)  (0.7)  (1.2)  (1.3) 

Tax  (1.0)  (0.9)  (2.4)  (3.9)  (3.4)  (6.0)  (4.6)  (5.3)  (5.9) 

Free cashflow  8.4   19.6   19.5   13.4   8.0   15.2   18.4   4.8   17.1  

Acquisitions, inv in JVs  (1.7)  (4.3)  (0.4)  (5.5)  (4.2)  (13.4)  (20.2)   -     (7.0) 

Dividends - paid   -     (3.0)  (5.1)  (7.5)  (13.4)  (8.9)  (8.9)  (9.1)  (9.7) 

Financing  (5.3)  (0.2)  (0.2)  (0.2)  1.5   26.4   (8.7)   -      -    

Change in cash & equiv.  1.4   12.1   13.8   0.3   (8.1)  19.4   (19.4)  (4.4)  0.4  

Summary balance sheet          

Intangible fixed assets  61.8   59.2   56.3   54.8   54.7   78.1   95.4   92.6   96.7  

Tangible fixed assets etc  76.6   77.4   78.9   81.2   84.0   99.0   101.5   108.0   110.6  

Investments  6.7   12.7   13.1   18.5   24.3   26.7   33.2   33.6   35.0  

Working capital  10.9   0.7   (1.5)  1.7   8.4   (2.9)  0.3   11.5   15.5  

Provisions, others   (5.3)  (5.8)  (3.8)  (2.9)  (1.6)  (14.9)  (21.4)  (21.4)  (21.4) 

Retirement benefits  (16.5)  (14.6)  (21.4)  (17.2)  (20.0)  (18.7)  (22.4)  (22.4)  (22.4) 

Net cash/(debt), pre-IFRS 16  6.4   18.7   32.6   33.0   25.2   16.4   4.4   (0.0)  0.4  

Net assets  140.6   148.2   154.2   169.0   175.0   183.7   190.9   201.8   214.3  

Net cash post-IFRS 16       5.2   (6.7)  (11.1)  (10.7) 
 

Source: Company Information and Progressive Equity Research estimates 1 post intangible amortisation, pre other exceptionals 
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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 around 165,000 tonnes in its five UK plants and employs c. 1,400. 
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 (link). 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:  

▪ the design of steel structures for buildings and infrastructure;  

▪ the fabrication of steel sections and plate in its five UK factories;  

▪ and the 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 have included 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, particularly on the Leadenhall Tower, the 
‘Cheesegrater’, in the City of London, 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 FY 2015 and 2016 and we believe today’s 
update further demonstrates the transition from restructuring to measured growth.  

Operationally, we see less risk of over-capacity, more disciplined bidding, a continued shift 
to higher value, less commoditised work and greater managerial control. This improved 
quality of earnings and cashflow could, in our view, be reflected in an improved stock 
market rating. Now in net cash, and with a focus on high-entry barrier markets, it is 
targeting opportunities for growth, while a fragmented competition largely vies for more 
commoditised work.  

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 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 data centres, 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. 

 

 

  

Largest structural steel group in 
UK with growing European 
opportunities 

Significant losses in 2013 
prompted major restructuring 

Group has regularly navigated 
changing market trends 

https://www.progressive-research.com/research/election-result-provides-clearer-2020-vision/
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Financial Summary: Severfield 

Year end: March (£m unless shown)      
      
PROFIT & LOSS 2019 2020 2021 2022E 2023E 
Revenue 274.9  327.4  363.3  370.5  370.5  
Adj EBITDA 26.9  30.9  29.9  33.4  38.4  
Adj EBIT 23.3  27.0  25.5  28.9  30.9  
Reported PBT 24.7  25.8  21.1  25.3  28.3  
Fully Adj PBT 24.7  28.6  24.3  28.1  31.1  
NOPAT 23.2  26.9  25.4  28.8  30.9  
Reported EPS (p) 6.7  6.7  5.6  6.5  7.2  
Fully Adj EPS (p) 6.6  7.7  6.4  7.4  8.2  
Dividend per share (p) 2.8  2.9  2.9  3.1  3.3  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021 2022E 2023E 
Operating cash flow 18.0  28.0  30.0  22.2  31.6  
Free Cash flow 8.0  15.2  18.4  4.8  17.1  
FCF per share (p) 2.6  5.0  6.0  1.5  5.6  
Acquisitions (4.2) (13.4) (20.2) 0.0  (7.0) 
Disposals N/A N/A N/A N/A N/A 
Shares issued      
Net cash flow (8.1) 19.4  (19.4) (4.4) 0.4  
Overdrafts / borrowings 0.0  39.4  31.9  20.6  20.6  
Cash & equivalents 25.0  44.3  25.0  20.6  21.0  
Net (Debt)/Cash, pre-IFRS 16 25.2  16.4  4.4  0.0  0.4  

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 175.0  183.7  190.9  201.8  214.4  
NAV/share (p) 57.6  60.0  61.9  65.5  69.6  
Net Tangible Asset Value 120.3  105.6  95.5  109.3  117.7  
NTAV/share (p) 39.6  34.5  31.0  35.4  38.2  
Average equity 172.0  179.3  187.3  196.4  208.1  
Post-tax ROE (%) 5.0% 8.5% 9.7% 10.3% 9.8% 

      
METRICS 2019 2020 2021 2022E 2023E 
Revenue growth N/A 19.1% 11.0% 2.0% 0.0% 
Adj EBITDA growth N/A 14.9% (3.2%) 11.8% 14.9% 
Adj EBIT growth N/A 16.0% (5.6%) 13.5% 7.1% 
Adj PBT growth N/A 15.8% (15.0%) 15.5% 10.6% 
Adj EPS growth N/A 17.0% (16.6%) 15.3% 10.1% 
Dividend growth N/A 3.6% 0.0% 6.9% 6.5% 
Adj EBIT margins 8.5% 8.2% 7.0% 7.8% 8.4% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 0.9 0.7 0.7 0.7 0.7 
EV/EBITDA (x) 9.0 7.8 8.1 7.2 6.3 
EV/NOPAT (x) 10.4 9.0 9.5 8.4 7.8 
PER (x) 12.1 10.4 12.4 10.8 9.8 
Dividend yield 3.5% 3.6% 3.6% 3.9% 4.1% 
FCF yield 3.3% 6.2% 7.5% 1.9% 7.0% 

 

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: 
Emily Ritchie 
+44 (0) 20 7781 5311 
eritchie@progressive-research.com 
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