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Experts from across the Tool & Plant 
Hire sector attended our specialist 
roundtable lunch last month, which 
proved to be a great success.  
Customer alignment was a key theme 
which arose during conversations, 
bringing to light the importance of 
how it can positively drive activity in 
the sector.

Increasingly hire companies, whether 
they are generalist or specialist in 
their product offering, are working 
closer than ever with their customers 
to understand their future business 
needs to ensure how best they can 
supply them.

Distribution Channels

One such example was HSS and 
their acquisition of UK Platforms, a 
leading national hire company who 
supply a wide range of powered 
access equipment.  Recognising 
the strong demand for this type 
of equipment across its customer 
base, HSS considered its existing 
branch network not to be the 
right distribution channel for such 
products and identified UK Platforms 
as an attractive asset to acquire, 
not only from a product fit but also 
its ten dedicated depots, situated 
across the UK, would enhance HSS’ 
reputation as a leading supplier of 
both general and specialist rental 
equipment.

Increased Presence

A Plant, another one of the largest 
plant, tool and equipment hire 
companies have also taken heed.  
They have opened new stores, under 
the brand Tool Hire Express which 
focuses on tools, consumable, PPE 
and other associated products. 

They are opening in various city 
centre locations across the UK to 
cater for the increase in the number 
of customers who want to have 
hire equipment available in their 
immediate vicinity.  This enables 
customers to enjoy convenient and 
easily accessible hire equipment on an 
‘on demand’ basis, which is especially 
helpful for customers working within 
inner-city construction and RMI.

Improved Offering

One recent development in the 
sector which underlines the trend 
towards greater customer alignment 
and collaboration has seen the 
contractor Kier divest more than 
5,500 items of plant and equipment 
to GAP Group, whom it has 
appointed as preferred supplier for 
hire. GAP has taken ownership of the 
equipment and under the terms of 
the deal will be given the opportunity 
for extended hire arrangements on 
the contracts already involved with 
the purchase. The strategic tie-up will 
provide customers of Kier with an 
enhanced service, quality equipment, 
whilst also offering greater control, 
improved safety and better reporting 
capabilities.

So it looks as though customer 
alignment is playing a key role in 
the strategic plans of major hire 
companies across the UK.  Their bid 
to cater for every requirement is 
excellent news for the customer, but 
even better news for profit margins, 
making it a worthwhile strategy all 
round.

Asset Based Lending vs Hire Purchase / Leasing

Asset Based Lending (“ABL”) is a popular financing 
choice in the UK tool and plant hire sector.  Currently, 
Speedy Hire, Ashtead, Ainscough and GAP (amongst 
others) utilise ABL for their working capital and capital 
expansion needs.  

ABL provides the borrower with a simple bilateral 
financing solution, as opposed to the cumbersome 
arrangement of dealing with numerous hire purchase 
(“HP”) / leasing providers.  Furthermore, as the 
company’s balance sheet grows, the availability of funds 
grows with it, without the need to reach out to more 
asset finance institutions.  

The quantum of a company’s borrowing base is liquid 
and derived by applying specific advance rates against 
the value of certain balance sheet assets i.e. accounts 
receivable, stock, plant & machinery and property.  
For example, a business which has £40m of plant & 
machinery on a net realisable value basis, against which 
it is afforded an advance rate of 75%, can borrow up 
to £30m against that asset class.  Company’s typically 
arrange ABL across a number of asset classes, thus 
maximising their borrowing base at any given point in 
time.  

ABL is cheaper than HP and leasing, with pricing 
typically in the L+200-300bps range, as well as 
requiring no capital repayments on drawn balances.  
Moreover, this type of arrangement allows the 
borrower to purchase the assets outright with 
immediate effect.

It should also be noted that ABL is now frequently 
used to finance acquisitions as part of a leveraged buy-
out structure.
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COMPARABLE HIRE TRANSACTIONS

QUOTED HIRE COMPANIES MULTIPLE ANALYSIS

The population of publicly quoted hire companies in the UK is varied 
in nature and geographic reach, from HVAC specialists Andrews 
Sykes through to Ashtead who offer a broad range of equipment 
and who derive the majority of its sales from the US.  Over the last 
five years those companies that specialise in renting equipment to 
non-construction related activities or who have a high exposure 
to economies with a better economic trajectory have traded 
at a premium. Focus on the US market (c.85% of revenues) has 
traditionally meant Ashtead has often outperformed (and traded at a 
higher multiple) than its mostly UK focused peers such as Speedy and 
Lavendon. Aggreko is another company with more of an international 
focus, typically serving clients within the utility, energy and events 
markets. This has allowed Aggreko to perform exceptionally well 
during the last 5-10 years and enjoy a premium valuation rating. The 
share price has reduced recently following the departure of Rupert 
Soames and softening in some of its markets and growth prospects. 
Other energy-focused groups such as Northbridge have historically 
traded at a premium.

However, with the return of the UK economy and of the 
construction sector, we have witnessed a convergance of 
multiples with the sector and the star performer.

The star performer in the sector has been Vp plc 
whose share price was up 40% on the back of improving 
conditions in the UK construction market, such positivity 
was reinforced in November 2013 when it reported 
a strong set of interim results with profits, margins, 
return on capital and earnings per share all well ahead 
of plan. Speedy Hire’s shares have fared less well during 
the past 12 months, accounting irregularities within its 
international division forced management changes at 
the top and then in March 2014, after its share price 
demonstrated some resilience, its shares slumped on the 
back of a poor trading update. 
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DATE TARGET ACTIVITY ACQUIRER EV EBITDA (X)

Apr-14 Apex Generators Generators HSS Hire Service Group Ltd n.a n.a

Jan-14 Coates Offshore Diesel air compressors and steam generators SCF Partners n.a n.a

Dec-13 Watkins Hire Ltd Temperature control equipment Baird Private Equity n.a n.a

Nov-13 Premiere FCM Ltd ("TecServ") Maintenance services for cleaning machines HSS Hire Service Group Ltd n.a n.a

Oct-13 Spectra Scaffolding Ltd Scaffolding and industrial access solutions Groupe Altrad n.a n.a

Sep-13 TRAD Group Access safety equipment Groupe Altrad n.a n.a

Sep-13 Mr Cropper Ltd Hydraulic cropper piles Vp plc 4.6 n.a

Sep-13 Plant and Site Services Holdings Ltd Jointing equipment, tooling and consumables Ashtead Group plc 11.8 6.8x

Aug-13 Quattro Group Operated road rail plant Management n.a n.a

Jul-13 Haulotte Group's UK rental business Aerial work platforms and telehandlers HSS Hire Service Group Ltd n.a n.a

Jun-13 AFI-Uplift Ltd/Access Rental Gulf/Hi-Reach Powered access equipment Rutland Partners 45.0 n.a

May-13 Accession Group (Eve Trakway) Temporary access equipment Ashtead Group plc 28.0 5.5x

Feb-13 Wilson Access Hire Ltd Powered access equipment AFI-Uplift Ltd n.a n.a
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