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Digital change is in construction

Digital change is sweeping across nearly every industry, accelerated by the
pandemic. Construction has long been viewed as slow to change and at the
back of the queue in terms of technological innovation, reinforced by age-
old problems of contract issues and inefficiencies.

But there are pockets of change and expertise in the supply chain,
especially if we consider the Equipment Hire space. A number of players
operate a B2C and B2B model alongside each other. Success in the B2C
world requires rapid innovation in customer interaction and service
extending into fulfilment and the back office. Progress and lessons that can
then be applied in the B2B world.
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Leveraging B2C digital skills

The construction industry is understandably viewed as traditional and slow
to change, particularly regarding technology. But there are pockets of
change and expertise in the supply chain, Equipment Hire being a good
example.

One of the real enablers of change for the industry is the fact that a number
of companies have B2C as well as B2B models. This means the rapid
changes and usage of tech in the consumer world is filtering through to
their whole operations. The additional pressures on operators to reduce
costs and meet net zero targets demand improvements in efficiency, to
which digitisation can be a key contributor, not least in enabling
measurement of key performance metrics.

Some operators are further ahead than others. Speedy and HSS have
ramped up digital investment over the last two years, taking advantage of
interruption during the pandemic. Ashtead is investing heavily as part of its
Sunbelt 3.0 strategic growth plan while Vp already has significant in-house
digital capability and is therefore continuing to invest at strong levels
compared to its history.

In an industry where smaller, local, privately owned players still have
significant market share, this investment will place the larger players at an
increasing advantage. Looking at a selection of KPIs, Ashtead and Vp tend
to come out on top with HSS, Speedy and Northbridge Industrial around
the middle.
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Equipment hire sector update

2021 has been a good year for most in the equipment hire sector, with the
recovery underpinned so far by progress on HS2 and sustained demand in

housebuilding. Ashtead, Northbridge Industrial, HSS Hire and Vp have all
performed particularly well with share prices up 75%, 65%, 40% and 24%

YTD, respectively.

Figure 1: Sector share-price performance

240
220
200
180
160
140
120
100

80

—\/D
e HSS

Source: FactSet

Figure 2: HS2 plan following announcement of the IRP
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We maintain that plenty of opportunity exists
for the sector over the next 5-10 years,
underpinned by the public and private
investment in large infrastructure projects
(e.g., the £650bn National Infrastructure and
Construction Pipeline), and strong demand
from housebuilders. Recent sets of results
have pointed towards a positive outlook for
H2, with Speedy Hire upgrading
expectations and Vp also optimistic, noting
that AMP7 and CP6 offer significant upside
potential as they ramp up over the next few
months following a slower recovery
compared to HS2 which has helped
underpin the sector so far.

Looking further forward, the recently
announced £96bn Integrated Rail Plan (IRP)
could provide another opportunity in the
medium term. It drew criticism as it will, in
part, be used to replace most of the Eastern
leg of HS2 between the East Midlands hub
and Leeds, which would not have come into
service until the 2040s whereas the IRP will
provide a much more immediate opportunity.
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Benefits of digital

Investment in digital opens the door for a step-change in efficiency. Better
digital platforms can greatly improve the customer journey which can in
turn boost conversion rates and rehire enquiries. It is crucial for operators
who are looking to engage more with B2C customers, but is becoming
more of a necessity for all as they try to keep pace with progress being
made by B2B clients.

Artificial intelligence can be used to leverage customer data to help
optimise equipment distribution and dynamic pricing which filters down to
elevated utilisation, margins and returns, each of which we look at below.

ESG is growing in importance in the sector. Speedy Hire and Vp have both
declared net zero carbon targets (for 2035 and 2050, respectively). Digital
investment, and the efficiency improvements it brings, will be a key tool
helping them reach these targets, along with investment in more
sustainable fleets and customer education.

Utilisation

Artificial intelligence and other advancements allow operators to rent out
their fleets more optimally. They can leverage customer data to better
understand behaviour and ensure equipment is positioned appropriately.

Speedy and HSS have the highest levels of utilisation, and it is unsurprising
to see them performing well, with both having made good progress
optimising their own digital platforms over the last two years.
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What are operators doing?

Equipment hire operators are approaching digitisation and investment in
different ways. It forms a key pillar of Ashtead’s Sunbelt 3.0 strategy, while
HSS and Speedy have emphasised it heavily in recent presentations.

Northbridge is heavily exposed to data centres and digital infrastructure but
does not speak to internal digital investment specifically. Van Elle also
chooses not to stress digital investment, instead focussing on investment
elsewhere in the business and growing its market share.

Vp has a strong track record with digital, with its own significant internal
team and systems, and continues to invest to maintain its market-leading
infrastructure. As a result it does not stress recent progress to the same
extent as some competitors, a missed opportunity we expect to change.

Ashtead

Advancing technology is the third pillar of Ashtead’s Sunbelt 3.0 strategic
growth plan. It is aiming to be a leader in the broader industrial and service
sector by leveraging its experience, culture and data, building a technology
driven ecosystem, enabling ecommerce across all channels, and migrating
common applications to a group-wide platform (among other things).

It has a robust technological infrastructure allowing it to provide the highest
possible level of client service, with ¢.65% of orders being delivered within
24 hours, and its sales force is backed up by Chronos, its proprietary cloud-
based sourcing decision engine.

Customer experience is enhanced through Ashtead’s omnichannel offering
and predictive analytics. Order capture and fulfilment is improved through
process optimisation and ‘creating a larger funnel’.

HSS Hire

HSS has transformed its network following the completion of its strategic
plan and is set for a digital future. It now operates 135 click & collect
locations nationwide with online revenue growth of 75%, representing 24%
of transactions in H1. Its sales acquisition division is underpinned by its tech
platform with hss.com acting as an interface for small customers, HSS Pro
POS for colleagues, and ProService for large customers.

IS
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What are operators doing?

Northbridge Industrial

Due to its exposure to data centres and other elements of digital
infrastructure, elements of Northbridge’s strategy are naturally digitally led.
Most parts of the business are otherwise exposed to critical sectors -
power utilities and critical infrastructure for example - with digital support
ensuring that equipment in these sectors is able to remain ‘always on’.

Externally, due to its reliance on B2B as opposed to B2C, digital does not
feature as saliently, only needing to keep pace with what Northbridge’s B2B
clients require. Aside from comments on exposure to digital infrastructure it
is unclear what the Group is investing in, in terms of digital capability.

Speedy Hire

Speedy has been working hard recently on enhancing its digital capabilities.
It is arguably more pressing in Speedy’s case as it looks to grow its B2C
business (which has led to it spending on app development) and pursues an
ambitious target of net zero by 2035.

In its own words, digital is crucial for its B2C market as consumers demand
a digital transaction, there is increased digital activity with B2B customers
as they start to develop their own digital ecosystems, and costs are lower
for serving digital transactions.

Its most recent progress update Speedy flagged the following:

- New cloud-based ‘Evergreen’ ERP system is now implemented to
accelerate digital capability

- Digital customer journey has been enhanced
- Digital on/off hires up ¢.80% y-o-y
- New B2C website under development for launch in Q4

- Work underway to improve digital capability of services business

Figure 8: Speedy’s strategic growth initiatives

Source: Speedy
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What are operators doing?

Van Elle

Based on recent reporting, digital seems to be less of a priority for Van Elle.
It is instead focusing on simplifying its structure and improving leadership,
strengthening its commercial approach, and otherwise improving
operational performance, utilisation and cost efficiencies. All of this is
intended to drive an increase in market share alongside an expansion of its
services and product offering, and acquisitions.

It is unlikely that investment in digital is not an element of this wider
strategy, but it does not seem to be a focus.

Vp

Vp's digital capability is fully controlled in-house with a team of developers
working on its own proprietary platforms. Consequently, its digital
development has been ahead of most rivals for some time and is one the
factors behind its strong track record on KPIs such as ROCE.

As digital investment has become second nature to the business, Vp
generally does not flag more minor developments. However it did recently
outline how digital enhancements enable customers to receive more real-
time data on metrics like fleet usage, and can better manage targets such
as fuel consumption and emissions.

Externally, B2C is not a huge part of the business but it does interface with
healthy levels of traffic through its Brandon Hire business.
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Our expertise in the Support Services sector
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Contact us

If you are a company in the Support Services space or Construction industry looking for quality
strategic advice, whether that's raising capital privately or on public markets, IPO, debt financing
or refinancing, selling your business or acquiring a business, please do get in touch. There are
many liquidity options available right now; we provide the best advice for each business
requirement to fuel faster growth.

RESEARCH ANALYST
FINNCAP CAPITAL MARKETS

Michael Clifton

+44 (0)20 3772 4682

DIRECTOR, CORPORATE FINANCE
FINNCAP CAPITAL MARKETS

DIRECTOR, RESEARCH
FINNCAP CAPITAL MARKETS

Guy Hewett Julian Blunt

+44 (0)20 7220 0561
+44 (0)7881 952 965
jblunt@finncap.com

+44 (0)20 7220 0549
+44 (0)7961 062 931

ghewett@finncap.com mclifton@finncap.com
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Strategic advisory and capital raising services
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CAPITAL MARKETS CAVENDISH
Largest Nomad and AIM company financial Leading UK mid-market M&A house
adviser and no. 1 broker on AIM with global reach

Plc Strategic Debt Advisory Private Growth
Advisory Capital

Strategic capital market Strategic takeover, Identifying the optimal Raising institutional capital Leading M&A advisorywith
advice around liquidity shareholder activism and capital solution for growth forambitious private unrivalled specialist
financial advisoryto companies expertise in managing the

events, IPOs and
sales process

fundraisings publicly quoted companies
and bidders

Delivering your business ambition

finnCap Group provides strategic advisory and capital raising services to companies.

We are mid-market specialists dedicated to providing the highest quality service to our clients both private
and public.

We provide quality broking and fundraising capabilities alongside excellence in M&A advisory with a
global reach. We have sold over 600 companies to date and are recognised as the largest Adviser on the
LSE and No.1 broker on AIM.

finnCap Group always put clients first delivering your business ambition, whether that is to raise growth
capital, IPO, refinance, raise debt for your business, execute an acquisition or sell your business.

Our specialist sector knowledge and entrepreneurial approach helps companies to achieve their ambition.
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1 Bartholomew Close
London, EC1A 7BL

+44 (0) 20 7220 0500
+44 (0) 20 7220 0597

WWW.FINNCAPCAVENDISH.COM
WWW.FINNCAP.COM

IN THE BUSINESS OF TOMORROW

finnCap Group is a trading name of the group of companies owned by finnCap Group plc
(company number 11540126), an English incorporated company with its registered office at One
Bartholomew Close, London, EC1A 7BL. finnCap Group plc is the holding company of finnCap Ltd
(company number 06198898), an English incorporated company with its registered office also at
One Bartholomew Close, London, EC1A 7BL, and which is authorised and regulated by the
Financial Conduct Authority (reference number 467766). finnCap Group plc is also the holding
company of Cavendish Corporate Finance LLP (company number OC333044), an English
incorporated limited liability partnership with its registered office at One Bartholomew Close,
London, EC1A 7BL, and which is authorised and regulated by the Financial Conduct Authority
(reference number 474794). This brochure has been prepared and made available by finnCap Ltd
(trading as “finnCap”) and Cavendish Corporate Finance LLP (trading as “Cavendish” or
“Cavendish Corporate Finance”). finnCap Group plc does not provide any advice or services to
clients and nothing in this brochure should be interpreted as such.

This brochure and information contained/referred to herein is not directed at or intended for
distribution to or use by any person or entity who is resident in any jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulation or would subject
finnCap Group plc, finnCap Ltd or Cavendish Corporate Finance LLP (together the “finnCap
Group”) to a registration or licensing requirement. The services of finnCap Ltd may only be
provided to persons who are eligible counterparties and professional customers (as defined within
the rules of the Financial Conduct Authority). The services of Cavendish Corporate Finance LLP
may generally only be provided to persons who are eligible counterparties and professional clients
(as defined within the rules of the Financial Conduct Authority).

This brochure has been prepared by finnCap Ltd and Cavendish Corporate Finance LLP using
sources believed to be reliable and accurate but which cannot be warranted to be completely
accurate. The information in this brochure is subject to change without notice. finnCap Ltd is the
largest Nomad and AIM company financial adviser, No. 1 broker on AIM and top 5 adviser to
ambitious growth companies on the LSE on the basis of the number of its retained Nomad and
broking clients. Directors, representatives and employees of each member of the finnCap Group
do not accept liability for any inaccuracies in the brochure or for any loss or damage consequent
on action taken reliant on information contained therein. Unless otherwise stated, the copyright
and all other rights in the material in this brochure are owned by the finnCap Group or a member
thereof. By accepting this brochure, you agree that you will use the information solely for your
internal business purposes and that you will not otherwise copy, transmit or distribute in any way
any of this material in whole or in part. All trademarks, service marks and logos are those of the
finnCap Group.



