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2Throughout this document, ‘Underlying’ results use like for like foreign exchange rates. ‘Adjusted’ excludes exceptional items, pension costs, the 
amortisation of acquired intangible assets and any associated tax thereon. The leverage ratio is calculated as Net Debt / Adjusted EBITDA.

• Orders progressing more quickly than revenue – an 
indicator of improvement to come in H2

• Organic revenue growth being delivered in Chain and 
Torque Transmission divisions

• Torque Transmission division demonstrating 
substantial recovery led by UK Couplings

• Chain division profit impacted by raw material cost 
increases and disruption from machine break-downs

• Action taken to address Chain division cost increases

• Continued growth and improved profitability 
expected for the second half 

Executive Summary
Commercial strategy delivering organic growth; specific costs impacted profit
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Re-engineering our future:
Financial Performance

Ian Scapens, CFO
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OP RoS%

2018 2017
Interim Interim Var

£m £m £m

Revenue as reported 95.4 88.3

Impact of FX - 4.6

Underlying revenue 95.4 92.9 2.5

Reported adjusted operating 
profit

6.0 7.0

Impact of FX - 0.6

Underlying adjusted operating 
profit

6.0 7.6 (1.6)

Underlying Return on Sales % 6.3 8.2

Exceptional items (0.6) (1.4) 0.8

Profit before tax 2.4 2.7 (0.3)

Adjusted EPS 1.8p 2.3p (0.5p)

Summary Group Income Statement

4

Improving revenue; profitability impacted by costs in Chain Division

• Reported revenue increased by 8.0%

• Underlying revenue up 2.7%

• Profitability impacted by raw material price 
increases and disruption due to machine 
break-downs

• Operating margins fell to 6.3% with 
Adjusted EBITDA of £9.5m
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Reported Return on Sales2018 2017
Interim Interim Var

£m £m %

Underlying revenue 76.3 74.9 1.9%

Underlying adjusted operating 
profit

6.1 9.0 (32.2%)

Underlying Return on Sales % 8.0 12.0

Segmental analysis - Chain

5

Organic revenue growth; improving order intake; impacted by increased costs

• Profitability impacted by:
– Increased raw material costs – most 

significant in Europe
– Price increases subsequently 

implemented

– Machine break-downs resulting in reduced 
capacity in Europe

– Increased maintenance and air-freight 
costs

– Reduced revenue from lack of 
availability

• Issues are short-term in nature

• Underlying revenue 1.9% ahead of prior year
– Continues growth trend from second half 

of prior year

• Europe continues to be the largest element 
of revenue growth (up 3.5%)
– Whilst smaller in value terms, domestic 

Chinese revenue up 24%

• Americas growth of 1%; improvement over 
decline of 6.7% in H2 of prior year

• Australasia remains difficult, down 5.0%
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Segmental analysis - Chain
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Continued strength in order intake

• Order intake remains strong at £78m for H1

• As expected, growth in order intake in 
Europe moderated from very high levels in 
H2 of prior year

• Stronger order intake in Americas reflecting 
changes to commercial structure and 
improving market conditions

• Orders continue ahead of revenue
– Book to bill ratio remains positive at 

102%

• Strong order intake and strengthening order 
book points to improving outlook for H2
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Segmental analysis – Torque Transmission
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Substantial recovery led by UK Couplings

2018 2017
Interim Interim Var

£m £m %

Underlying revenue 19.1 18.0 6.1%

Underlying adjusted operating 
profit

2.4 1.2 100.0%

Underlying Return on Sales % 12.6 6.7

• Major multi-year contract win for UK Couplings 
– Large Hi-Tec Couplings for marine 

applications
– £5.4m to be delivered over several years

• Benefits from the consolidation of UK Couplings 
operations being delivered through:
– Additional growth
– More efficient operating structure

• Continued progress expected for H2

• Continued recovery following improvement 
in H2 of prior year

• Underlying revenue 6.1% ahead of prior year
– Growth being delivered by UK Couplings
– Other business units broadly unchanged

• Variable margins stable; profit improvement 
from:
– Revenue growth
– Overhead reductions
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Segmental analysis – Torque Transmission
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Improving order intake; bolstered by large multi-year contract win

• Underlying order intake increased by 27.4%
– Excluding element of large order which 

extends beyond the current financial 
year, up by 9.1%

• UK Couplings is the key driver of improving 
order intake

• Small increase in order intake in US
– Improving order pipeline, but likely to 

benefit FY19

• Book to bill ratio of 132% benefits from large 
UK Couplings order
– Excluding element of order which 

extends beyond current year, book to bill 
ratio is 112%

• Strong order intake and strengthening order 
book points to improving outlook for H2
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2018 2017
Interim Interim Var

£m £m £m

Adjusted EBITDA 9.5 10.1 (0.6)

Movement in working capital (2.3) (2.6)

Pensions cash costs (3.0) (3.1)

Restructuring spend (1.7) (0.4)

Income taxes paid (3.4) (0.5)

Other operating cash flows (0.7) (1.5)

Net cash from operating 
activities

(1.6) 2.0 (3.6)

Acquisition consideration (0.5) -

Property disposal proceeds 0.5 -

Investing activities (6.4) (3.6)

Financing costs paid (0.7) (0.7)

Other movements / FX 0.1 (0.4)

Change in net debt (8.6) (2.7) (5.9)

Opening net debt (17.4) (23.5)

Closing net debt (26.0) (26.2) 0.2

Summary Group Cash Flow Statement
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As expected, cash flow in H1 includes a number of one-off payments

• Cash outflow as expected in H1

• Restructuring spend – includes:
– Amounts accrued at the end of the prior 

year
– Final elements of Halifax closure
– Closure of China TT manufacturing 

unit
– Plus closure cost for New Zealand 

manufacturing operation

• Increased cash tax
– Expiry of losses in Germany
– Move to payments on account

• First element of deferred consideration for 
Tooth Chain acquisition

– Successful acquisition; full deferred 
consideration likely to be payable

– Final payment of c£0.7m

• Higher level of capex including:
– Final payments for large machines 

purchased in the prior year
– Initial investment for relocation of 

Chinese factory
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2018 2017
Interim Interim Var

£m £m £m

Goodwill 24.7 25.0 (0.3)

Intangible assets 9.1 10.0 (0.9)

Fixed assets 48.2 48.6 (0.4)

Deferred tax 20.3 21.7 (1.4)

    Inventories 40.7 41.2 (0.5)

    Receivables 38.1 34.1 4.0

    Payables (41.0) (39.5) (1.5)

    Net working capital 37.8 35.8 2.0

Net debt (26.0) (26.2) 0.2

Provisions (6.0) (5.9) (0.1)

Retirement benefit obligations (100.9) (112.4) 11.5

Current tax libility (1.3) (2.1) 0.8

Other (0.2) 0.5 (0.7)

Net assets 5.7 (5.0) 10.7

Leverage(1) ratio 1.2x 1.3x
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Summary Group Balance Sheet
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Improving asset base supported by reduction in pension deficit

(1) Leverage is calculated as Net debt / adjusted EBITDA

• Balance sheet movements generally 
small

• Small working capital increase arising 
from increased receivables

– Greater customer focus on credit 
terms

• Net debt broadly unchanged at 
£26.0m

• Leverage remains comfortable 1.2x 
(covenant limit 2.5x)
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Cash funding remains stable; deficit largely unchanged

• Deficit largely unchanged over the last six 
months at £100.9m

• UK deficit reduced by £0.9m to £71.1m
– Benefit of increases in UK discount 

rates off-set by increased inflation and 
commutation factors

• Reduced deficit from overseas schemes off-
set by FX

• UK Triennial Review for 31 March 2016 
completed in June 2017 – no changes to 
future company contributions

– Annual RPI linked increases remain
– Profit and dividend linked additional 

contribution mechanisms remain

• Other than FX movements, cash 
contributions stable 
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Re-engineering our future:
Next Steps

Robert Purcell, CEO
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Phase II: Organic growth

Phase I: Restructuring

2014 2015
Streamlined business fit 

for the future

Strong margin growth as volumes recover

Phase III: Structural activities

Mid-teens margins supported by 
recovering volumes2013

1.4p 4.7p3.2p 5.0p

2016

4.6p

2017

Step 2020: Three Phase Plan

Restructuring
• Completed UK Couplings 

consolidation
• Closed sub-scale manufacturing 

operations in China (TT) and 
New Zealand (Chain)

• Continued progress on 
standardising IT systems

• China factory relocation on-plan 
and on-budget

Organic growth
• Poland sales office established
• Continued development of 

commercial teams and 
structures

• Re-established organic growth 
across most territories

Structural activities
• Appointed corporate 

development director
• Developing a pipeline of 

opportunities

Continued progress; short term issues have not changed strategic direction
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STEP 2020: Commercial progress
Commercial efforts starting to bear fruit; order intake significantly improved

Revenue Orders

3.4%  3.2%  

Revenue Orders

Revenue Orders

0.2%  

8.2%  

(5.0%) 

3.9%  Australasia

EuropeAmericas

Note: Year-on-year 
growth in H1 revenue 
and orders for key 
territories.  Data 
combines Chain & 
Torque Transmission 
divisions and for China 
reflects domestic 
market only

Sales by end 
user market 

%

Note: Excludes sales to distributors where visibility of end market 
is limited.  Distribution customers account for 43% of  revenue

• Markets showing positive signs

• Segmented market sector approach is working well 
where implemented

• Torque Transmission Couplings particularly strong

• Distinct benefits where we roll-out new service 
offering/levels

• Poland office opened

• South-East Asia difficult, but positive signs
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& fishing

Construction 
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drink
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quarrying
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• Specific factors impacted upon the profitability of the Chain division in H1
• These factors have been addressed
• Margin expected to recover during the second half of the year

Raw material 
prices

• Raw material prices increasing – most significantly steel
• Most significant increase in Europe, but significant increases also in US and China
Actions taken
• Alternative supply chain options being pursued
• Sales price increases applied once material price increases proved to be sustained
• Benefit of increased sales prices visible in the order book, converting to sales through the 

second half

Machine 
break-downs

• Two significant machine break-downs in Einbeck, Germany coincided to reduce capacity
• Nature of break-downs required more significant refurbishment – not a quick fix
• Disruption affected availability of key products, and required significant air-freight to support 

key customers, particularly in US
Actions taken
• Machines repaired and back in production
• Factory output recovered and further improvements being made
• Progressively resolving overdue orders

Factors affecting H1 profitability

Specific factors impacted H1 profitability; they are short-term in nature
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Action taken to resolve short-term profit impacts; strategy unchanged
Summary

• Commercial activities starting to deliver results
• Improving order intake and order book
• Indications of improvement in certain end-user markets
• UK Couplings progressing since consolidation

• Sales prices increased to recover increased raw material costs
• Disruption from machine break-downs resolved; overdue orders 

being caught-up
• Focus on efficiency of cost base to deliver improved results in H2
• TT margins recovering

• Strategic programme remains on course
• Standardisation of IT systems and operational processes 

demonstrating benefits in UK Couplings; roll-out continues

• Improving order intake and strengthening order book supports 
continued organic growth in H2

• Disruptive factors impacting profitability in H1 addressed
• Confident of improving performance through the second half of the 

year

Growth

Profitability

STEP 2020

Outlook
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Appendices
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Foreign Exchange
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Significant volatility in foreign exchange vs H1 of prior year

• Sales denominated in US$ represent approximately 30% of the group total, and 35% in Euro’s

• A decline in Sterling value of 10% against both EUR and US$ would result in:
• An estimated increase in annual revenue of £11.4m
• An estimated increase in annual adjusted operating profit of £1.4m
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These presentation materials (the "Presentation Materials”) are being solely issued to and directed at (a) persons having professional experience in matters relating to investments and who
are investment professionals as specified in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Financial Promotions Order”), and (b) persons
certified as sophisticated investors within the meaning of Article 50 of the Financial Promotions Order but (for the avoidance of doubt) not those who are self-certified within the meaning of
Article 50A of the Financial Promotions Order.

This document is exempt from the general restriction on the communication of invitations or inducements to enter into investment activity and has therefore not been approved by an
authorised person as would otherwise be required by section 21 of the Financial Services and Markets Act 2000. Any investment to which this document relates is available to (and any
investment activity to which it relates will be engaged with) only those persons described in (a) or (b) above. Persons who do not fall within the above categories of investor should not take
any action upon this document, but should return it immediately to Arden Partners Plc, Corporate Finance department, 125 Old Broad Street, London, EC2N 1AR.

It is a condition of your receiving this document that (i) you fall within, and you warrant to Renold plc (the "Company") and Arden Partners Plc (“Arden Partners”) that you fall within, one of the
categories of person described in (a) or (b) above and (ii) if you fall within category (b) above, it is a condition of your receiving this document that (A) you are a person who has a current
sophisticated investor certificate, signed by an authorised person and dated no earlier than 36 months preceding the date of receipt of this document, confirming that, in the opinion of such
person, you are sufficiently knowledgeable to understand the risks associated with an investment in a Main Market quoted company and (B) that within the last 12 months you have signed a
statement in the terms set out in Article 50(1)(b) of the Financial Promotions Order.

The Presentation Materials do not constitute an invitation or an inducement to engage in investment activity. Similarly, the Presentation Materials do not constitute or form any part of any
offer or invitation to sell or issue or purchase or subscribe for any shares in the Company nor shall they or any part of them, or the fact of their distribution, form the basis of, or be relied on in
connection with, any contract with the Company relating to any securities. The Presentation Materials are not intended to be distributed or passed on, directly or indirectly, or to any other
class of persons. They are being supplied to you solely for your information and may not be reproduced, forwarded to any other person or published, in whole or in part, for any other purpose.

No reliance may be placed for any purpose whatsoever on the information contained in this document or on its completeness. Any reliance on this communication could potentially expose you
to a significant risk of losing all of the property invested by you or the incurring by you of additional liability. No representation or warranty, express or implied, is given by the Company, its
directors or employees, or Arden Partners or their professional advisers as to the accuracy, fairness, sufficiency or completeness of the information, opinions or beliefs contained in this
document. Save in the case of fraud, no liability is accepted for any loss, cost or damage suffered or incurred as a result of the reliance on such information, opinions or beliefs. Recipients of
these Presentation Materials should conduct their own investigation, evaluation and analysis of the business, data and property described in this document.

If you are in any doubt about the investment to which these Presentation Materials relate, you should consult a person authorised by the Financial Conduct Authority who specialises in
advising on securities of the kind described in this document. Arden Partners will not be responsible in respect of such matters to any other person for providing protections afforded to
customers of Arden Partners or for providing advice in relation to those matters.

The information presented here is not an offer for sale within the United States of any shares or any other security of the Company. Any shares referred to herein have not been and will not be
registered under the U.S. Securities Act of 1933, as amended, and may not be offered or sold in the United States absent registration under that Act or an available exemption from it. The
distribution of this document may be restricted by law and persons into whose possession this presentation comes should inform themselves about, and observe, any such restrictions.

Certain statements made in this presentation may not be based on historical information or facts and may be "forward-looking" statements, including those relating to the Company's general
business plans and strategy, its future financial condition and growth prospects, and future developments in its industry and its competitive and regulatory environment. Actual results may
differ materially from these forward-looking statements due to a number of factors, including future changes or developments in the Company's business, its competitive environment,
information technology and political, economic, legal and social conditions affecting the Company. These forward looking statements speak only as of the date of the Presentation Materials
and accordingly you should not place undue reliance on such statements.

Disclaimer
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