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RENOLD* 
Strong H1 result – robust H2 expected on strong order book 
Interims show a strong performance in challenging markets. Underlying demand remained robust, 
with a strong uplift in order intake and record order book. Revenues were boosted by the YUK 
acquisition. Price rises have recouped input cost increases with internal efficiency measures also 
assisting margins. Debt has risen due to the YUK acquisition, but leverage remains comfortable at 
1.2x rolling EBITDA The pension deficit has fallen further. Mindful of H2 challenges, but with a 
strong order book the group is well positioned. We raise trading forecasts based on synergy gains 
and a strong order book, with increases in interest costs and tax rate pegging the advance in EPS. 
We retain our existing 50p target price, with the current low P/E of just 5.0x undervaluing a 
company that continues to improve its quality of earnings. 

- Results. Results for the six months to 30 September saw revenue increase by 22% to £116.3m, with 
a CER growth rate of 14%. Adj operating profit increased by 33% to £9.6m, with margins rising from 
7.6% to 8.3%. Adjusted PBT at £7.3m increased by 40%, with adj diluted EPS up 21% to 2.4p. Net 
debt increased by £20.1m to £34.0m. The order book remains at a record level at £99.0m, up 
37.3%, with order intake of 121.3m, up 18.9% (or up 11% at CER). The IAS19 pension deficit has 
reduced further from £87.1m in March to 61.3m at the period end, a reduction of 30%. 

- Divisional trading. Chain revenue grew by 24% to £94.7m, (up 16.4% in CER) generating sales 
growth in all geographies, with price increases achieved and YUK performing ahead of 
expectations. Adj operating profit increased 36% to £12.5m, with margins rising from 12.1% to 
13.2%, with strong order intake and book to bill of 104%. TT division saw sales growth of 13.1% 
to £21.6m, with adjusted operating profit of £1.5m, down 17%, with margins moving from 9.4% 
to 6.9%. The profit out-turn was affected by the transition between military contracts and a 
timing gap in profit recognition points. A stronger H2 is anticipated. 

- Forecasts. On the back a robust H1 performance and stronger H2 expected, we upgrade FY23 
forecasts, with a 9.1% increase in revenue to £229.1m, generating a 4.7% increase in Adj PBT to 
£13.5m and a 2.7% increase in adj diluted EPS at 4.5p. In FY24, we raise revenue by 6.1% to 
£233.8m, with adj PBT level at £13.9m reflecting interest cost increases and EPS of 4.6p down 
4.5%, building in an expectation of higher taxes.  

- Valuation. The shares continue to trade at very low multiples. The current P/E indicates a P/E of 
5.2x in the current year, which we still believe undervalues the group, versus the peer group. 
Trading looks more encouraging than many other industrials currently, with acquisition 
enhancement and cashflow improvements driving a mid-teens FCF yield next year. We maintain 
our 50p price target, based on at target P/E of just 10.9x and EV/EBITDA of 6.4x, which we 
acknowledge may require an improvement in market sentiment to achieve.  

 
 

 

Key estimates  2021A 2022A 2023E 2024E 2025E  

Year end:  Mar Mar Mar Mar Mar  

Revenue  £m 165.3 195.2 229.1 233.8 237.3  

Adj EBITDA  £m 22.3 24.7 29.0 31.2 32.5  

Adj EBIT  £m 11.4 15.3 18.5 20.0 20.9  

Adj PBT  £m 6.8 11.5 13.5 13.9 14.8  

Adj EPS  p 2.3 4.0 4.5 4.6 4.9  

DPS  p 0.0 0.0 0.0 0.0 0.0  
        

Key valuation metrics        

EV/EBIT (adj)  x 12.6 9.4 7.8 7.2 0.0  

P/E (adj)  x 10.3 5.8 5.2 5.1 4.8  

Dividend yield  % 0.0% 0.0% 0.0% 0.0% 0.0%  

Free cash yield  % 44.8% 25.9% 0.5% 14.5% 16.2%  

Pre-tax ROCE  % 9.1% 13.1% 13.7% 14.7% 14.8%  
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Income statement  2022A 2023E 2024E 2025E 

Year end:  Mar Mar Mar Mar 

Sales  £m 195.2 229.1 233.8 237.3 

Gross profit  £m 97.1 108.2 112.6 114.9 

EBITDA (adjusted)  £m 24.7 29.0 31.2 32.5 

EBIT (adjusted)  £m 15.3 18.5 20.0 20.9 

Associates/other  £m -0.1 0.0 0.0 0.0 

Net interest  £m -3.7 -5.0 -6.1 -6.1 

PBT (adjusted)  £m 11.5 13.5 13.9 14.8 

Total adjustments  £m 0.9 -1.2 -0.8 -0.8 

PBT (stated)  £m 12.4 12.3 13.1 14.0 

Tax charge  £m -2.2 -3.4 -3.8 -4.0 

Minorities/Disc ops  £m 0.0 0.0 0.0 0.0 

Reported earnings  £m 10.2 8.9 9.3 10.0 

Adjusted earnings  £m 9.3 10.1 10.1 10.8 

Shares in issue (year end)  m 214.8 207.0 207.0 207.0 

EPS (stated)  p 4.7 4.9 4.9 5.2 

EPS (adjusted, fully diluted)  p 4.0 4.5 4.6 4.9 

DPS  p 0.0 0.0 0.0 0.0 
 

 
 

Growth analysis  2022A 2023E 2024E 2025E 

Year end:  Mar Mar Mar Mar 

Sales growth  % 18.1% 17.4% 2.1% 1.5% 

EBITDA growth  % 10.8% 17.4% 7.6% 4.2% 

EBIT growth  % 34.2% 20.9% 8.1% 4.5% 

PBT growth  % 69.1% 17.4% 3.0% 6.5% 

EPS growth  % 76.6% 12.6% 1.2% 6.2% 

DPS growth  % n/m n/m n/m n/m 
 

 

 

Profitability analysis  2022A 2023E 2024E 2025E 

Year end:  Mar Mar Mar Mar 

Gross margin  % 49.7% 47.2% 48.2% 48.4% 

EBITDA margin  % 12.7% 12.7% 13.3% 13.7% 

EBIT margin  % 7.8% 8.1% 8.6% 8.8% 

PBT margin  % 5.9% 5.9% 5.9% 6.2% 

Net margin  % 4.8% 4.4% 4.3% 4.6% 
 

 

 
 

 

Cash flow  2022A 2023E 2024E 2025E 

Year end:  Mar Mar Mar Mar 

EBITDA  £m 24.7 29.0 31.2 32.5 

Net change in working capital  £m -0.3 -6.5 -0.5 -0.7 

Other operating items  £m -3.4 -6.9 -7.3 -7.4 

Cash flow from op. activities  £m 21.0 15.6 23.4 24.4 

Cash interest  £m -1.5 -2.9 -4.0 -4.0 

Cash tax  £m -1.7 -3.7 -4.3 -4.5 

Capex  £m -5.3 -8.8 -8.1 -8.1 

Other items  £m     

Free cash flow  £m 12.5 0.2 7.0 7.8 

Acquisitions / disposals  £m -0.3 -18.0 -1.7 -1.7 

Dividends  £m 0.0 0.0 0.0 0.0 

Shares issued  £m -4.9 0.0 0.0 0.0 

Other  £m -2.7 -2.8 -3.4 -3.4 

Net change in cash flow  £m 4.6 -20.6 1.9 2.7 

Opening net cash (debt)  £m -18.4 -13.8 -34.4 -32.4 

Closing net cash (debt)  £m -13.8 -34.4 -32.4 -29.8 
 

 

Cash flow analysis  2022A 2023E 2024E 2025E 

Year end:  Mar Mar Mar Mar 

Cash conv'n (op cash / EBITDA)  % 85.0% 54.0% 74.9% 75.1% 

Cash conv'n (FCF / EBITDA)  % 50.6% 0.8% 22.5% 24.0% 

U/lying FCF (capex = depn)  £m 8.4 -1.5 3.9 4.3 

Cash quality (u/l FCF / adj earn)  % 90.3% -14.4% 38.5% 39.8% 

Investment rate (capex / depn)  x 0.7 1.0 0.9 0.9 

Interest cash cover  x 14.0 5.4 5.8 6.1 

Dividend cash cover  x n/m n/m n/m n/m 
 

 
 

Working capital analysis  2022A 2023E 2024E 2025E 

Year end:  Mar Mar Mar Mar 

Net working capital / sales  % 18.2% 18.4% 18.2% 18.2% 

Net working capital / sales  days 67 67 66 67 

Inventory (days)  days 91 78 77 77 

Receivables (days)  days 67 64 62 62 

Payables (days)  days 91 75 72 72 
 

 

 
 

 

Balance sheet  2022A 2023E 2024E 2025E 

Year end:  Mar Mar Mar Mar 

Tangible fixed assets  £m 49.3 70.3 73.9 77.3 

Goodwill & other intangibles  £m 27.8 25.8 23.5 21.0 

Other non current assets  £m 23.4 20.7 18.0 15.3 

Net working capital  £m 35.6 42.1 42.6 43.3 

Other assets  £m 0.0 0.0 0.0 0.0 

Other liabilities  £m -29.9 -26.8 -22.9 -19.0 

Gross cash & cash equivs  £m 10.5 2.9 0.9 3.5 

Capital employed  £m 116.7 135.0 136.0 141.5 

Gross debt  £m 23.8 36.8 32.8 32.8 

Net pension liability  £m 87.1 83.5 79.1 74.6 

Shareholders equity  £m 5.8 14.7 24.1 34.1 

Minorities  £m 0.0 0.0 0.0 0.0 

Capital employed  £m 116.7 135.0 136.0 141.5 
 

 

Leverage analysis  2022A 2023E 2024E 2025E 

Year end:  Mar Mar Mar Mar 

Net debt / equity  % 229.3% 229.9% 132.7% 85.8% 

Net debt / EBITDA  x 0.5 1.2 1.0 0.9 

Liabilities / capital employed  % 95.0% 89.1% 82.3% 75.9% 
 

 

 

Capital efficiency & intrinsic value  2022A 2023E 2024E 2025E 

Year end:  Mar Mar Mar Mar 

Adjusted return on equity  % 160.3% 68.8% 42.2% 31.7% 

RoCE (EBIT basis, pre-tax)  % 13.1% 13.7% 14.7% 14.8% 

RoCE (u/lying FCF basis)  % 7.2% -1.1% 2.9% 3.0% 

NAV per share  p 2.7 7.1 11.6 16.5 

NTA per share  p -10.2 -5.4 0.3 6.3 
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Summary of forecast changes 
 

- We adjust our forecasts recognising increases in revenue of 9.1% and 6.1%, driven by price 
increases and growth from the strong order book.  

- EBITDA has increased by 8.6% and 8.0% respectively, helped by sales mix, internal 
improvements including synergies from YUK. After higher interest costs, the effect on adj PBT 
is 2.7% and -3.5% respectively. 

- This results in an EPS upgrade of 2.7% in FY23. We factor in higher tax rates effective in FY24, 
which reduces EPS by 4.5%. 

 
 
 

  

Figure 1: Summary of forecast changes 

    2023E 2024E 2025E 

FY March estimates   Old New Delta Old New Delta Old New Delta 

Revenue £m 209.9 229.1 9.1% 220.3 233.8 6.1% n/a 237.3 n/a 
EBITDA (adjusted) £m 26.7 29.0 8.6% 28.9 31.2 8.0% n/a 32.5 n/a 
PBT (adjusted) £m 12.9 13.5 4.7% 14.4 13.9 -3.5% n/a 14.8 n/a 
EPS (adjusted) p 4.4 4.5 2.7% 4.8 4.6 -4.5% n/a 4.9 n/a 
Dividend p 0.0 0.0 

 
0.0 0.0 

 
n/a 0.0 n/a 

Net Cash (Debt) £m -32.5 -34.4 -1.8 -30.2 -32.4 -2.3 n/a -29.8 n/a 
  

Source: finnCap estimates 
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Interim results  
Half year results show a strong performance in challenging market circumstances. The increase in 
revenue driven by a combination of a record order book, good continuing demand, price increases 
and initial revenues from the YUK acquisition. Order intake continues to run ahead of sales. 
 
Margin growth was creditable in the challenging macro-economic environment and supply chain 
disruption, with price increases recouping inflationary pressures (raw materials, labour, energy and 
transport costs), with internal efficiency measures also assisting the advance. These cost pressures 
are expected to continue through H2. 
 
In August the group acquired Industrias YUK in Valencia, a manufacturer of high-quality conveyor 
chain for €24m, with an initial cash consideration of €20m. YUK has traded ahead of expectations, 
with sales of €2.2m and profit of €0.2m, giving a return on sales of 9.1%. A full six months of trading 
coupled with manufacturing and sales synergies are expected to provide a much stronger 
contribution in H2 and thereafter.  
 
Highlights 

Six months to 30 September (£m) 

- Revenue grew by 22% to £116.3m, with constant currency growth of 14.3% 

- Adj operating profit at £9.6m increased by 33%, with margin rising from 7.5% to 8.3%, an 
increase of 80bps, (or 50bps at CER) 

- Adj PBT increased by 40% to £7.3m 

- Adj diluted EPS of 2.4p, increased by 21% 

- Adjustments totalled £0.8m (of which £0.6m were acquisition-related costs), versus a credit of 
£1.5m due to US loan forgiveness 

- Reported PBT of £6.5m compared with £6.7m 

- Basic EPS at 2.3p versus 2.6p 

- Net debt increased by £20.1m to £34.0m, due to the acquisition of YUK costing an initial cash 
consideration of €20m and additional investment in inventory of £10.9m. 

- The order book remains at record levels at £99.0m an increase of 37.3%, (up 24.3% at CER) 
with strong order intake in the period of £121.3m (excluding the large £11m long-term military 
contract) up 18.9%, an increase of 11% at CER.  
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Divisional trading  
 

 
Chain Division (81% of sales) 

Overall revenue increased 24.3%, or up 16.4% at CER, with growth achieved in all regions. Adjusted 
operating profit was £12.5m, or £11.7m at CER an increase of £2.5m, with margins up 110bps. Order 
intake was up 12.4% to £93.7m at CER, with a book-to-bill ratio of 105%. 

- EU revenues increased 8.6% at CER. OEM demand and market activity remained strong. The 
revenue increase was assisted by pricing as well as the initial sales generated by YUK. Trading 
is ahead of expectations with integration benefits including cross-selling conveyor chain 
through the group’s European network and selling the group’s transmission chain in Iberia. 
Actions have already been taken to substitute externally sourced products  

- The Americas saw CER sales growth of 19.2%, driven by price rises to recoup cost increases. 
There was also growth from new aftermarket business in transmission chain and strong 
demand for capital equipment in the food processing, ethanol and mining industries. 

- Revenues from Australasia increased 27.6% at CER, gaining from the group’s strategy of 
targeting more domestically manufactured goods. Demand from the mining sector remained 
strong, while trading activity in Malaysia and Indonesia was also positive. Investment in a new 
machining centre in Melbourne became operational. There was also progress on chain 
development for the cement and coal industries. 

- India saw sales growth of 13.9% at CER with a post pandemic recovery in market activity 
continuing. The group has expanded its dealer network, with work underway to expand the 
number of local warehouses, which will enhance service and geographic coverage.   

- In China, revenues increased by 15.4% at CER, driven by US and EU demand growth. Efficiency 
and productivity measures are being undertaken to improve returns at the Jintan factory. These 
include standardisation of products, efficiency improvements, commissioning new equipment. 
The factory is increasingly moving capability towards higher specification products. 

 
Torque Transmission Division (19% of sales) 

Overall revenues increased by 13.1% to £21.6m, or £21.5m at CER. Divisional profit slipped by £0.3m 
to £1.5m, with margins of 6.9% versus 9.4%. At CER divisional profit was £1.4m. 
 
The increase in revenue was driven by higher demand for couplings in Australia and further recovery 
in the North American market. There was also a negative effect from the timing of long-term military 
contracts. Additionally, some customers with long-term supply arrangements in Eastern Europe were 
affected by war in the Ukraine. 
 
At the profit level, the timing of some military contracts and a weaker product mix between higher 
margin spare parts and lower OEM business affected profitability. 
 
H2 momentum is expected to improve, driven by order book visibility and order intake, which has 
increased 27.1% at CER (excluding the large military contract). 
 

  

Figure 2: Divisional performance  
Revenue Adj EBIT Margin 

Six months to 30 Sept 1H23 1H22 % change 1H23 1H22 % change 1H23 1H22 

Chain 94.7 76.2 24.3% 12.5 9.2 36% 13.2% 12.1% 
TT  21.6 19.1 13.1% 1.5 1.80 -17% 6.9% 9.4% 
Adjustments 

   
-4.4 -3.80 16% 

  

 
116.3 95.3 22.0% 9.60 7.2 33% 8.3% 7.6% 

  

Source: Company data 
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Cashflow and finances 
Period end net bank debt stood at £34.0m, an increase of 20.2m. Including £21.4m of lease liabilities 
total debt stood at £55.4m. 
 
Working capital overall absorbed £7.6m, with a £10.9m increase in inventories and a £0.9m increase 
in trade debtors partly offset by a £4.2m release of cash from trade creditors. The cash contribution 
to the pension scheme was £3.1m, up from £2.4m previously reflecting the underlying payment, plus 
the £0.6m deferred contribution as noted below. After tax paid of £1.3m net cash from operating 
activities was £2.4m. 
 
Investing activities totalled £19.4m a significant increase over the prior period reflecting the 
normalisation of capex following the pandemic but more particularly the initial cash consideration of 
£17.2m paid on the acquisition of YUK. There was also £0.6m of capitalised intangibles and a £0.3m 
asset disposal.  
 
Debt financing costs paid were £1.1m, with £1.2m also paid on finance leases. This resulted in a 
change in cash and cash equivalents of £19.3m, with currency adjustment of £0.7m and non-cash 
adjustment of £0.2m resulting in a change in bank debt of £20.2m. 
 
Pension fund 

The group’s IAS 19 net pension deficit at the end of September stood at £61.3m (or £56.6m net of 
deferred tax), a notable reduction from £87.1m (or £76.1m net of deferred tax) at 31 March 2022. 
On 30 September 2021 the pension deficit stood at £100.3m, so changes to discount rates have 
significantly reduced liabilities and only partly offset by increased inflation and lower asset values. 
The group’s policy of essentially hedging its exposures to minimise volatility has been valuable. 
Management continues to see further reductions to the deficit in the near term.   
 
The reduction primarily reflects the change in discount rates and employer contributions made in 
the first half. The cashflow statement shows cash contributions of £3.1m in the period, including the 
first of five annual deferred payments of c£0.6m (following the deferral of contributions during 
COVID of £2.8m). 
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Valuation 
The shares have drifted in weak market conditions, though have recently been more resilient than 
its peers. Nevertheless, the rating continues to look very cheap relative to its peer group at a 
significant discount of 64% to its peer average, as shown below.  
 

 
 

We retain our 50p target price, implying a FY24 P/E of 9.9x and an EV/EBITDA of 6.4x, which we 
consider a fair valuation. Given market circumstances, we acknowledge that to achieve this would 
need a change in general market sentiment and conditions. 
 
 

  

Figure 3: Peer group valuations (calendarised) 

 
Source: FactSet consensus estimates 

Figure 4: Valuation at price target 

PT @ 50p 2022 2023E 2024E 2025E 

EV/Sales 1.0 0.9 0.9 0.8 
EV/EBITDA 8.0 6.9 6.4 6.1 
EV/EBITA 13.0 10.7 9.9 9.5 
P/E 12.5 11.1 10.9 10.3 

  

Source: finnCap estimates 

Pric e MC EV/Sales (x) EV/EBITA (x) EV/EBITDA (x) P/E (x) Div idend Yield (%) Share Pric e

Company (£m) FY1 FY2 FY1 FY2 FY1 FY2 FY1 FY2 FY1 FY2 YTD %
Avingtrans 410 132 1.1 1.0 13.2 12.3 8.8 8.2 19.8 17.6 1.0 1.1 -4.7
Bodycote 589 1122 1.7 1.6 11.5 9 .7 6.5 5.9 14.9 13.1 3.6 3.7 -31.9
Carclo 16 11 0.3 0.3 6.7 5.6 3.1 2.8 4.5 3.5 0.0 0.0 -61.0
Caastings 346 151 0.6 0.5 7 .6 6 .2 4.8 4.1 13.3 11.9 5.9 4.9 -3.4
Hill & Smith 1128 895 1.4 1.3 11.2 10.0 8.0 7.4 13.8 13.3 3.0 3.1 -37.6
Melrose 127 5265 0.9 0.8 15.4 10.4 8.4 6.7 23.8 13.6 1.7 2.5 -18.8
Renishaw 3982 2938 4.0 3.8 16.9 16.5 13.8 13.1 21.7 20.9 1.9 2.0 -15.6
Rolls Royce 92 7639 1.0 0.9 24.2 15.1 8.8 6.9 253.6 27.0 0.0 0.6 -25.7
Rotork 289 2475 3.7 3.4 17.0 14.9 14.9 13.2 23.6 21.1 2.3 2.4 -19.4
RHI Magnesita 2264 1065 0.8 0.7 7 .3 6 .6 5.0 4.6 5.5 5.3 6.1 6.4 -31.5
Senior 123 512 0.8 0.7 26.4 15.9 8.9 6.8 33.7 19.1 0.8 1.9 -16.9
Severfield 56 179 0.4 0.4 6 .7 6 .0 5.3 4.8 7.2 6.8 5.6 6.1 -15.0
Spirax Sarco 11885 8807 5.9 5.3 24.7 22.1 21.5 19.4 33.0 30.3 1.2 1.3 -25.5
Trifast 60 79 0.5 0.4 7 .3 5 .9 5.5 4.5 7.2 6.1 4.1 4.7 -63.2
Weir 1754 4557 2.3 2.1 14.0 12.4 11.8 10.6 18.9 17.1 1.8 1.9 2.6
Mea n 1.7 1 .6 14.0 11.3 9 .0 7 .9 33.0 15.1 2 .6 2 .9 -24 .5
Media n 1.0 0 .9 13.2 10.4 8 .4 6 .8 18.9 13.6 1 .9 2 .4

Tsubaki 1876 114803 7.8 7.5 4.1 4.2 -1.9
Regal Rexnord 10772 8361 1.8 1.7 12.4 10.7 8.6 7.5 12.0 11.5 1.1 1.2 -25.7
Mea n 1.8 1 .7 12.4 10.7 8 .6 7 .5 9 .9 9 .5 2 .6 2 .7
Media n 1.8 1 .7 12.4 10.7 8 .6 7 .5 9 .9 9 .5 2 .6 2 .7
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