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Small H1 ‘beat’ despite supply chain challenge 

Strong trading and a new record high for the order book for Britain’s leading 
structural steel specialist drove a 22% increase in adjusted interim PBT, 
slightly exceeding its previous guidance on the H1:H2 split. This underpins 
our FY2022E forecasts, which we are not changing at this point, while the 
37% Y/Y increase in orders provides increased visibility through to FY2023E. 
The strong first-half performance was achieved despite supply chain and 
inflationary pressures in the UK, while the Indian JV returned to profitability 
amid clear signs of economic recovery from Covid.     

▪ Stronger-than-expected H1 contribution. Management had previously 
guided to profits being heavily weighted to the second half, due to several 
contracts in the order book expected to deliver higher profits during the 
period. However, the out-turn for H1 was slightly better than the one-
third / two-thirds guidance for adjusted PBT; on the basis that we are not 
changing our FY2022E estimate, the first-half contribution now appears to 
be nearer to 37%.  

▪ No change to P&L, short-term increase in net debt. We are not changing 
our key estimates for FY2022E-2023E, other than a short-term increase in 
net debt to £10m for FY2022E, reversed in FY2023E (pages 2-3).   

▪ Supply chain challenges mitigated. The strong results were achieved 
despite widely reported supply chain pressures across the construction 
industry, which are, in some instances, impacting material costs and 
availability. Steel prices, although stabilising recently, have in some 
instances nearly doubled in a year. Notwithstanding this, steel remains 
largely a pass-through cost for the Group, albeit the recent steel price 
increases are having an impact on working capital in the short term and 
possibly leading clients to delay the start of projects. 

▪ Stronger Indian performance. The JSSL JV turned profitable in the period, 
after major Covid disruption and we have increased our estimate of its 
share of Group profits going forward, with its factory capacity increasing. 

▪ Growing markets and strong finances. We continue to believe Severfield 
should benefit from sectors such as infrastructure, logistics and 
datacentres; a broad range of activities, with less emphasis than in the 
past on offices (although this sector appears to be reviving); a dominant 
market position; and a strong balance sheet (page 5). 
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FYE MAR (£M) 2020 2021 2022E 2023E 2024E 

Revenue 327.4 363.3 370.5 370.5 377.9 

Fully Adj PBT 28.6 24.3 28.1 31.1 33.5 

Fully Adj EPS (p) 7.7 6.4 7.4 8.2 8.3 

Dividend per share (p) 2.9 2.9 3.1 3.3 3.3 

PER (x) 9.2x 11.0x 9.6x 8.6x 8.6x 

EV/EBITDA (x) 7.3x 7.6x 6.9x 5.8x 5.5x 

Dividend yield 4.1% 4.1% 4.4% 4.6% 4.7% 

Source: Company Information and Progressive Equity Research estimates. 
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2  Severfield 

Main estimates unchanged but reinforced by strong H1 

We are not changing our revenue, adjusted PBT or adjusted EPS estimates for FY2022E-23E 
but have slightly rebalanced the profit contribution from UK & Europe and that of the 
strongly recovering Indian JV. We also introduce FY2024E estimates, which show further 
growth in PBT.    

▪ Revenue. H1 revenue increased by 5.3% to £196m, predominately reflecting six months 
of additional revenue for DAM Structures, which was acquired in February. We have 
not changed our FY2022E estimate, implying a decline in H2 following the strong result 
in the first half. We believe this is prudent, given there is evidence in the wider industry 
that some customers are biding their time before committing to projects, given supply 
chain constraints. However, we believe this pent-up demand and the record order book 
demonstrate the conservative nature of our revenue estimates. Our newly introduced 
FY2024E revenue forecast represents 5% underlying growth over the prior year if a final 
£10m of additional paint package revenue is stripped out of FY2023E. 

▪ Profitability. The Group operating margin edged up to 5.2% in the first half, from 5.1% 
in H1 2021, despite cost pressures. The Group maintains its view that the margin is 
expected to be heavily weighted to the second half. We have trimmed our FY 2022E-
23E margins from 7.8% and 8.4% to 7.6% and 8.2%, respectively. This is matched by the 
same £0.8m and £0.5m increases in our estimates for JV income, principally India. 

▪ Other items. Intangible amortisation was £2.0m in H1 and we have assumed the same 
FY run-rate going forward. There was an additional non-underlying acquisition-related 
expense of £0.4m in the first half.    

 
Figure 1: HY & FY P&L 

YE March (£m) 2019 2020 2021 2022E 2023E 2024E H1 21 H2 21 H1 22 H2 22E 
Group revenue  274.9   327.4   363.3   370.5   370.5   377.9   186.0   177.2   195.9   174.6  
Growth (%) 0.3% 19.1% 11.0% 2.0% 0.0% 2.0% 41.2% -9.4% 5.3% -1.5% 
Margin (%) 8.5% 8.2% 7.0% 7.6% 8.2% 8.6% 5.1% 9.0% 5.2% 10.7% 
Group op. profit  23.3   27.0   25.5   28.1   30.5   32.5   9.5   16.0   10.2   18.7  
JV income  1.7   2.4   (0.3)  1.2   1.9   2.4   (0.6)  0.3   0.6   (0.2) 
Op. profit inc JVs  24.9   29.3   25.1   29.3   32.4   34.9   8.9   16.3   10.8   18.5  
Exc & gw   -     (2.8)  (3.2)  (4.4)  (4.0)  (4.0)  (1.9)  (1.4)  (2.4)  (2.0) 
Interest  (0.2)  (0.7)  (0.8)  (1.2)  (1.3)  (1.3)  (0.4)  (0.3)  (0.5)  (0.7) 
PBT, reported  24.7   25.8   21.1   23.7   27.1   29.5   6.6   14.5   7.9   15.7  
U-lying tax rate 19.7% 18.9% 18.5% 19.0% 19.0% 25.0%  19.0   18.3   20.0   18.4  
Reported tax  (4.5)  (5.4)  (3.8)  (5.9)  (5.6)  (7.8)  (1.4)  (2.4)  (2.7)  (3.2) 
Net attrib. profit  20.2   20.4   17.3   17.8   21.6   21.7   5.2   12.1   5.2   12.6  
PBT pre-exc & gw  24.7   28.6   24.3   28.1   31.1   33.5   8.4   15.9   10.3   17.8  
H1/H2 split (%)       34.6% 65.4% 36.6% 63.4% 
EPS, basic (p)  6.7   6.7   5.6   5.7   7.0   7.0   1.70    1.68   
Adj EPS, dil. (p)  6.6   7.7   6.4   7.4   8.2   8.3   2.18    2.69   
DPS, declared (p)  2.8   2.9   2.9   3.1   3.3   3.3   1.1   1.8   1.2   1.9  
Div cover (x)  2.4   2.7   2.2   2.4   2.5   2.5      
EBITDA  26.9   30.9   29.9   32.6   39.1   41.2   11.7   18.2   12.7   19.9  

 

Source: Company Information and Progressive Equity Research estimates 

 

▪ EPS and dividends. We have not changed our FY2022E-23E estimates for EPS of 7.4p 
and 8.2p and dividend of 3.1p and 3.3p, respectively. The heightened tax rate of 25% 
introduced to be introduced on 1 April 2023 offsets the increase in PBT.  

Most estimates for FY2022E and 
2023E unchanged, except 
temporary increase in net debt; 
forecasts introduced for FY2024E 
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Figure 2: Adjusted cashflow statement and summary balance sheet 

YE March (£m) 2015 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 
Adj cash flow 2015 2016 1.116 2018 2019 2020 2021 2022E   
Group op. profit  6.2   10.9   16.7   21.4   23.2   25.6   22.6   24.1   26.5   28.5  
Depreciation  3.6   3.7   3.6   3.7   3.6   3.9   4.4   4.5   4.6   4.7  
Intangible amort.  2.8   2.8   2.9   1.5   0.1   1.4   2.8   4.0   4.0   4.0  
Other, non-cash   (6.0)  0.5   1.9   0.2   (1.1)  (0.7)  0.3    -      -      -    
Working capital  4.8   7.0   2.3   (3.7)  (7.9)  (2.2)  (0.2)  (19.0)  6.0   (6.5) 
Op cash flow  11.4   24.8   27.4   22.9   18.0   28.0   30.0   13.6   41.1   30.7  
Capex   (1.3)  (4.1)  (5.3)  (5.4)  (6.3)  (6.2)  (6.2)  (11.0)  (7.2)  (6.0) 
Interest, net  (0.8)  (0.2)  (0.2)  (0.2)  (0.4)  (0.6)  (0.7)  (1.2)  (1.3)  (1.3) 
Tax  (1.0)  (0.9)  (2.4)  (3.9)  (3.4)  (6.0)  (4.6)  (5.9)  (5.6)  (7.8) 
Free cashflow  8.4   19.6   19.5   13.4   8.0   15.2   18.4   (4.5)  27.1   15.6  
Acquisitions, JVs  (1.7)  (4.3)  (0.4)  (5.5)  (4.2)  (13.4)  (20.2)  (0.7)  (7.0)   -    
Dividends - paid   -     (3.0)  (5.1)  (7.5)  (13.4)  (8.9)  (8.9)  (9.2)  (9.8)  (10.2) 
Financing  (5.3)  (0.2)  (0.2)  (0.2)  1.5   26.4   (8.7)   -      -     
Change in cash  1.4   12.1   13.8   0.3   (8.1)  19.4   (19.4)  (14.3)  10.3   5.3  
Summary balance sheet          
Intangible FA  61.8   59.2   56.3   54.8   54.7   78.1   95.4   91.4   94.4   90.4  
Tangible FA  76.6   77.4   78.9   81.2   84.0   99.0   101.5   108.0   110.6   111.9  
Investments  6.7   12.7   13.1   18.5   24.3   26.7   33.2   34.4   36.3   38.6  
Working capital  10.9   0.7   (1.5)  1.7   8.4   (2.9)  0.3   19.3   13.3   19.8  
Provisions, other   (5.3)  (5.8)  (3.8)  (2.9)  (1.6)  (14.9)  (21.4)  (21.4)  (21.4)  (21.4) 
Pensions  (16.5)  (14.6)  (21.4)  (17.2)  (20.0)  (18.7)  (22.4)  (22.4)  (22.4)  (22.4) 
Net cash/(debt)1   6.4   18.7   32.6   33.0   25.2   16.4   4.4   (10.0)  0.4   5.7  
Net assets  140.6   148.2   154.2   169.0   175.0   183.7   190.9   199.3   211.1   222.6  
Net cash/ debt (IFRS16)      5.2   (6.7)  (21.1)  (10.8)  (5.4) 

 

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

 

▪ Net cash. Net debt (pre-IFRS 16) at 30 September 2021 was £6.7m (31 March, net cash 
of £4.4m). This represents cash of £11.1m offset by the outstanding term loans of 
£17.8m for the Harry Peers and DAM Structures acquisitions. Net working capital 
increased by £11.8m in the first half, reflecting the impact of recent steel and other 
input price rises, together with the previously highlighted unwinding of the unusually 
low working capital position at 31 March 2021, only 2% of revenue. Excluding advance 
payments, period-end net working capital was slightly below 6% of revenue, which is 
within the Group’s long-established target range of 4%-6%. Given this HY level, and the 
pre-ordering of steel and short-term inflation, we have moved from an estimate of zero 
net debt for YE2022E to £10m net debt. Nevertheless, we expect the situation to 
normalise in FY2023, so maintain our estimate of £0.4m net cash. For FY2024, we 
expect net cash of almost £6m.   

  



 

23 November 2021 

 

 
4  Severfield 

Orders surge to new high – improving revenue visibility 

The UK & Europe order book at £393m includes £318m planned for delivery over the next 
12 months, leaving the Group with stronger-than-ever revenue visibility. 95% is for the UK 
(June, 84%) with the stronger home focus resulting from the DAM Structures acquisition.   

Figure 3: Order book, UK and Europe 

 

Source: Company Information  

Orders include the first HS2 bridge package, Water Orton viaducts in the Midlands (below), 
as well as Everton’s stadium, distribution facilities, a waste-to-energy facility, and bridge 
awards from Highways England and Network Rail. Work continues on the Google HQ in 
London 

Figure 4: Water Orton viaducts 

 

Source: HS2 
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More than three-quarters of 
orders are for following 12 
months, a stronger-than-ever 
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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.1,500. 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 (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 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, 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.  

Operationally, we see less risk of overcapacity, 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. With a strengthened balance sheet, 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. 

 Carbon-neutral target reached 

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

Largest structural steel group in 
UK with growing European 
opportunities 

Significant losses in 2013 
prompted major restructuring 

Group has regularly navigated 
changing market trends 

Accredited by only recognised 
international standard for carbon 
neutrality 

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 2020 2021 2022E 2023E 2024E 
Revenue 327.4  363.3  370.5  370.5  377.9  
Adj EBITDA 30.9  29.9  32.6  39.1  41.2  
Adj EBIT 27.0  25.5  28.1  30.5  32.5  
Reported PBT 25.8  21.1  23.7  27.1  29.5  
Fully Adj PBT 28.6  24.3  28.1  31.1  33.5  
NOPAT 26.9  25.4  28.0  30.4  32.4  
Reported EPS (p) 6.7  5.6  5.7  7.0  7.0  
Fully Adj EPS (p) 7.7  6.4  7.4  8.2  8.3  
Dividend per share (p) 2.9  2.9  3.1  3.3  3.3  

      
CASH FLOW & BALANCE SHEET 2020 2021 2022E 2023E 2024E 
Operating cash flow 28.0  30.0  13.6  41.1  30.7  
Free Cash flow 15.2  18.4  (4.5) 27.1  15.6  
FCF per share (p) 5.0  6.0  (1.5) 8.8  5.0  
Acquisitions (13.4) (20.2) (0.7) (7.0) 0.0  
Disposals N/A N/A N/A N/A N/A 
Shares issued      
Net cash flow 19.4  (19.4) (14.3) 10.3  5.3  
Overdrafts / borrowings 39.4  31.9  20.6  20.6  20.6  
Cash & equivalents 44.3  25.0  10.7  21.0  26.3  
Net (Debt)/Cash, pre-IFRS 16 16.4  4.4  (10.0) 0.4  5.7  

      
NAV AND RETURNS 2020 2021 2022E 2023E 2024E 
Net asset value 183.7  190.9  199.5  211.3  222.8  
NAV/share (p) 60.0  61.9  64.5  68.3  0.0  
Net Tangible Asset Value 105.6  95.5  108.1  116.9  132.4  
NTAV/share (p) 34.5  31.0  35.0  37.8  42.8  
Average equity 172.0  179.3  187.3  195.2  205.4  
Post-tax ROE (%) 5.0% 8.5% 9.7% 10.3% 9.9% 

      
METRICS 2020 2021 2022E 2023E 2024E 
Revenue growth 19.1% 11.0% 2.0% 0.0% 2.0% 
Adj EBITDA growth 14.9% (3.2%) 9.0% 20.0% 5.4% 
Adj EBIT growth 16.0% (5.6%) 10.2% 8.6% 6.6% 
Adj PBT growth 15.8% (15.0%) 15.4% 10.9% 7.7% 
Adj EPS growth 17.0% (16.6%) 15.1% 11.4% 0.7% 
Dividend growth 3.6% 0.0% 6.9% 6.5% 1.0% 
Adj EBIT margins 8.2% 7.0% 7.6% 8.2% 8.6% 

      
VALUATION 2020 2021 2022E 2023E 2024E 
EV/Sales (x) 0.7 0.6 0.6 0.6 0.6 
EV/EBITDA (x) 7.3 7.6 6.9 5.8 5.5 
EV/NOPAT (x) 8.4 8.9 8.1 7.4 7.0 
PER (x) 9.2 11.0 9.6 8.6 8.6 
Dividend yield 4.1% 4.1% 4.4% 4.6% 4.7% 
FCF yield 7.0% 8.4% (2.1%) 12.4% 7.1% 

 

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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