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Market Overview

After suffering from a dramatic decline during 2008 and 2009, 
the UK equipment rental sector has enjoyed a period of sustained 
growth in the years since. Having shrunk by some 25-30% from 
2007-2009, the sector has grown every year from 2010 to 2014 
at a CAGR of 7.5% to a value of nearly £6bn (source: European 
Rental Association).

As a general rule the sector is heavily reliant on the construction 
industry, which drives approximately two-thirds of demand for 
equipment. The UK construction market is fairly well-penetrated 
in terms of rental vs. capex, estimated at up to 80% in traditional 
tool and plant, meaning that end-user activity is the key driver 
of growth within the market. Other geographical markets, such 
as the US, remain less well penetrated and therefore represent 
opportunities for growth (see comment later on Ashtead).

In our experience construction companies typically maintain a 
base level of owned equipment fleet and use rental companies 
as a top-up during busier periods. This means that asset 
utilisation and accordingly hire rates will grow quickly during 
periods of high construction activity (and vice versa), making the 
rental market more volatile than the wider construction sector. 

The construction sector has enjoyed a resurgence over the 
last few years, as the economy has recovered and various 
government initiatives have had a positive impact on the market:

•	 Help to Buy and Funding for Lending on the housing market, 
house-builders and suppliers to this market; and

•	 Major infrastructure projects – particularly Crossrail, the 
largest infrastructure project across Europe.

Whilst the recent UK election provided some uncertainty in terms 
of the UK economy, and an inevitable slow-down in construction 
activity, we believe that the new Conservative government will 
continue to support construction investment as a driver of overall 
economy growth (see Outlook section). 

Other end markets, such as support services, events and 
manufacturing, are less well-penetrated than the construction 
market and there remain opportunities for growth for rental 
businesses within these sectors. These sectors are typically less 
cyclical than the construction sector as well so provide downside 
protection during periods of lower construction output. 

Certain more specialist product areas also remain less well-
penetrated, such as power generation, temperature control, 
access equipment and surveying equipment. HSE legislation 
is also driving growth within some of these areas as newer, 
more fuel-efficient and safer equipment is required on  
construction sites.

the rental sector has grown every 
year to 2014 at a CAGR of 7.5% to a 
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END USER INDUSTRY ANNUAL CHANGE % OUTLOOK RATING

2014A 2015F 2016F 2017F

Construction Output 7.4 5.5 4.0 3.7
Forecast to increase 5.5% in 2015, due to growth 
in the three key sectors of construction; private 
housing, commercial and infrastructure

Residential, Private 22.0
10.0 5.0 3.0

Increased housing supply was an important 
election promise of the Conservatives

Residential, Public 26.8

Infrastructure (0.7) 7.6 9.2 10.6
Some short-term uncertainty but strong growth 
expected owing to the £466 billion pipeline of 
work under the NIP

Commercial 0.0 6.4 5.2 4.4
Output in 2014 is expected to rise 10%, once 
again due to projects in London. Regional growth 
expected from 2015

Public Non-housing (2.5) n.a n.a n.a
Water industry’s AMP6 round of spending now 
fully under way. More uncertainty around the UK 
election

Industrial 17.4 n.a n.a n.a
Industrial sector has performed strongly, however, 
it has less impact on overall output than housing

RMI 8.0 n.a n.a n.a
Significant but slowing rates of growth in private 
housing RMI over the next four years

Gross Mortgage 
Lending

14.3 n.a n.a n.a
Lending to improve in the coming months, as 
employment and earnings continue to pick up

Consumer Price Index 0.5 0.1 1.7 2.0
Inflation is forecast to pick up as we progress 
through 2015, downward pressure from lower oil 
prices eases

GDP 2.6 2.7 2.3 2.2
The UK was the fastest growing major advanced 
economy in 2014, and the IMF projects growth of 
2.7% for 2015
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End Market Outlook



The dust is now settling on the recent election 
and the country is beginning to adapt to 
a majority Conservative government. Not 
many analysts were forecasting that result! 
However, whatever your political stance, 
the clarity and consistency that comes from 
a majority government is a major boost 
for the construction industry and existing 
policies can continue to move through to 
the next phase. Similarly, the reappointment 
of Nick Boles as Construction Minister 
offers continuity from the previous 
government and puts him at the forefront 
of the government’s drive to create three 
million new apprenticeships by 2020. A key 
election promise of the Conservatives.

The Conservative / Lib Dem coalition 
introduced various measures that positively 
impacted the construction industry, and 
specifically the house-building industry, 
including Help to Buy, Right to Buy and 
Funding for Lending. Accordingly the house-
builders, and businesses providing services 
or products to them, have enjoyed a bumper 
couple of years. The Conservatives, as part 
of their election manifesto, promised to build 
100,000 new homes for first-time buyers, 
make 10,000 affordable homes available 
and extend the Equity Loan part of Help to 
Buy to 2020. The industry will be looking 
for fresh impetus to ensure the Government 
delivers on what, as history suggests, are 
ambitious and rarely fulfilled plans.

In terms of infrastructure, the Crossrail 
project has provided a major boost to the 
construction industry over the last few 
years. As the project gradually comes 
towards its conclusion though, what will 
be the next major projects to replace it? 
A difficult decision will need be made on 
government’s preferred option to expand 
London’s airport capacity and it is thought 
projects such as HS2 and Crossrail 2 are 
now more likely to happen under the 
Conservative government. 

Energy infrastructure is another area  
where the UK is in need of major investment. 
Planning permission for the new Hinkley 
Point nuclear power station was granted 
some time ago but construction has yet to 
begin due to uncertainties over funding and 
tariff rates. With more certainty for energy 
prices under the Conservative government 
hopefully this project can now proceed. 

Overall the construction industry appears 
optimistic for the future under a Conservative 
government, however the impending EU 
referendum represents one “cloud on the 
horizon” which could unsettle the economy 
and provide instability to an industry which 
has demonstrated robust growth in recent 
years and is an important contributor to UK 
plc.

CONSTRUCTION SECTOR OUTLOOK
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Livingstone’s Summer 2014 Equipment Rental newsletter highlighted the sector had attracted investment from both the trade and 
private equity communities over the previous 12 months. Livingstone analysis shows this trend continued through the remainder of 
the year and into 2015, as the positive momentum in the UK market has resulted in increased M&A activity. Rutland Partners-backed 
AFI Group have been particularly active in consolidating the powered access market, and HSS and Ashtead have made several 
acquisitions of specialist rental businesses to complement their core tool and plant operations. 

We have also seen overseas strategic acquirers entering the UK market. Notable acquisitions include Doosan’s acquisition of Rushlift, a 
provider of contract hire, fleet management and servicing of materials handling and aviation support equipment. The acquisition greatly 
enhances Doosan’s ability to compete for the biggest customer accounts which require a forklift manufacturer and national service 
network in a single partner; Oaktree Capital, the US-based private equity firm acquired Ainscough, the country’s largest mobile crane 
rental company from Goldman Sachs and TPG - who co-invested in late 2012; and German manufacturer WOLFFKRAN’s acquisition 
of tower crane hire business HTC Plant. The Rushlift and HTC deals illustrate an interesting new trend for OEMs to acquire rental 
businesses as a route to market. Although the analysis indicates a strong level of demand for rental company assets in the UK, there 
is relatively little in terms of valuation multiples available owing to a lack of publicly disclosed information. Instinctively one feels that 
multiples will have increased by 0.5x to 1.0x due to increased competition for assets. 

The best performing shares in the sector have been Ashtead and Speedy Hire whose share prices are up 44% and 34%, respectively, 
over the past 12 months. Ashtead’s strong revenue growth and margin performance has been driven by its US division (although 
A-Plant continues to do well), while Speedy has benefitted from a strong performance in the UK and an accelerated restructuring of its 
Middle East operations. A new management team is also in place which has provided fresh impetus to Speedy’s recovery. We have yet 
to see them re-enter the M&A market however. Northbridge’s shares have fallen 32% over the past 12 months, and 36% since mid-April 
when the company indicated the collapse in the oil price has led to a noticeable reduction in capital investment programmes, which in 
turn has affected Northbridge’s volumes and margins and put pressure on its ability to hit its 2015 forecasts. In February 2015, HSS Hire 
Group listed on the stock exchange with a value of £300m, and at sector-leading EBITDA multiple of 9.1x. The IPO provided a partial 
exit for its financial backers Exponent, reduced its current leverage and helped raised the Group’s profile with customers and suppliers 
alike. HSS’ shares are currently trading around its issue price.

M&A TRANSACTIONS

QUOTED COMPANIES

DATE TARGET ACTIVITY ACQUIRER EV EBITDA (X)

May-15 HTC Plant Ltd Tower crane rental company
WOLFFKRAN International 
AG

n.a n.a

May-15 United Forktrucks Forklift trucks rental company CorpAcq plc n.a n.a

May-15 All Seasons Hire Ltd
Supply and installation of temporary, large-
scale heating and cooling equipment

HSS Hire Group plc 11.4 6.0x

Mar-15
Temporary Roadway & Access Company 
Ltd

Vehicle and pedestrian access A-Plant n.a n.a

Feb-15 Rushlift Ltd
Contract hire, fleet management and servic-
ing of materials handling equipment

Doosan Industrial Vehicle 
UK

n.a n.a

Feb-15 Ainscough Crane Hire Ltd Crane hire company Oaktree n.a n.a

Feb-15 Safe Access Solutions SAS Ltd Supplier of powered access equipment AFI Group n.a n.a

Dec-14 Altitude Access Ltd Powered access platforms AFI Group n.a n.a

Nov-14 Livingston Ltd Test equipment rental company Microlease plc n.a n.a

Nov-14 Golden Triangle Generators Ltd Rental power solutions Aggreko plc n.a n.a

Oct-14 Quinto Crane & Plant Ltd
Provider of crane hire, contract lifting, and 
other related services

Private Investors n.a n.a

Sep-14 Lowe Refrigeration Ltd (55% stake) Short term refrigeration rental company MML Capital n.a n.a

Aug-14 Access Hire Nationwide and Welfare Hire
Provider of vehicle mounted platform and 
cherry picker hire services 

Elysian Capital 13.5 n.a

Jul-14 Balfour Beatty Rail Limited
Trackside plant and equipment rental  
business 

Vp plc 5.5 n.a

Corporate Activity



Corporate Activity
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We would welcome an opportunity to speak with you further about creating, building 
and realising value in your business.

Livingstone is an international mid-market M&A and Debt Advisory firm, with offices in Beijing, Chicago, Düsseldorf, 
London, Madrid and Stockholm. Its 100 staff complete 50 deals per annum. 

We focus on five core industries, with dedicated teams across our offices serving the Business Services, Consumer, 
Healthcare, Industrial and Media & Technology sectors, drawing from our experience of closing over 750 transactions.

Alex John
john@livingstonepartners.co.uk
+44 (0) 20 7484 4712

Livingstone Stockholm
Stockholm-based Arctos Corporate Finance has become part of Livingstone, the leading international 
mid-market M&A and Debt Advisory firm with offices in North America, Asia, Europe and the Nordic region.

Greg Watterson
watterson@livingstonepartners.co.uk
+44 (0) 20 7484 4714

Patrick Groarke
groarke@livingstonepartners.co.uk
+44 (0) 20 7484 4707
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