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What’s the Framework for Change? 
 

(Review-Innovate-Lead) 



“ Industry Consolidation must and will 
take place…. 

 and company strategies that lead to 
increased market share, more innovation, 

improved profitability and more certain 
returns to shareholders should lead to a 

sector financially and operationally 
stronger.” 

What is needed first? 

(Industry Consolidation) 



Which strategies will not achieve this? 

(Retrenchment) 

“Over the next 24 months I am confident we can 

reach industry standard margins and then build on 

the foundations.” 



    “It is a fact that it was Balfour’s board, 
rather than its shareholders, who 
decided the fate of the merger…..  

     With the change in leadership at 
Balfour Beatty, maybe it’s time to re-
open positive dialogue.” 

The Lost Opportunity to start the Process? 
(Carillion- Balfour Beatty Merger Opportunity 2014) 



What’s Carillion’s position now? 

(Weaker as an Acquirer, strong as a Merger Partner) 

. 

. 



Why are UK Companies outranked in Europe? 
(Only the UK House Builders rank in Top 10 by Market Capitalisation) 



Why are Global E&C Groups in a Different League? 
(No UK Companies rank in Top 25) 

 



Who are the Top 15 UK Contractors/ Housebuilders? 
(The Top 5 command more than 50% of Top 15 Turnover) 

Source: Building.co.uk 



Time for Change? 



Focus on Top 5 being formed from Mergers of Top 15  

Dragados Source: EY 



Reviewing Performance? 



How do they compare in Size & Performance? 
(Top 5 Financial Performance Stats) 



Company Analysis 



               Kier 



   “Galliford is a strong Diversified 

Housing and Construction Group with 

a Market Capitalisation of £1.1bn, a 

Turnover of £2.5bn, PBT £135m and 

Net Assets of £600m. It will continue to 

enjoy a buoyant housing market, and 

may choose to grow by Merger with 

another complimentary Group” 

Galliford Try 



Costain 



Interserve 



The Star Performer 



Taylor Wimpey sets the Benchmark 



So What’s the Right Strategy? 



Construction Outlook looks Favourable 
(But there remain Barriers) 

 “The current economic fundamentals and 

committed major project pipeline, including 

significant opportunities in areas such as 

infrastructure and house building, should 

provide a backdrop in which the UK 

construction industry thrives. However, 

Industry structure and company-specific 

challenges remain a barrier to a more 

operationally and financially robust 

construction sector. The sector remains 

handicapped by risk across the contract life 

cycle, weak portfolio management, poor 

cash management, margin pressure and 

flawed structures and procedures.”  



The Key Drivers For Consolidation?  
  

 

 Globalisation - few, if any, construction companies with a truly global 

footprint   

  

 Southeast Asia threat — buyers looking to invest in UK/EMEIA as an 

outlet for raw materials   

  

  Major Projects - construction contracts increasing in size  e.g., 

Crossrail, HS2, Hinkley, etc.  

  

 ‘Corporatisation’ — economies of scale  



What can be learned from Company History? 



With resultant changes in Rankings  

(1995 – 2015) 

Under changing Leadership & Strategies 
(1822 – 2015) 



The Trail of Companies’ M&A  
(1995-2015) 



And some Recent E&C Acquisitions 



So- To do nothing has never been a Strategy. 



And those who do nothing over time get Acquired 



Need to understand what the M&A will provide 



These are EY’s Characteristics for a Major Group 



The overall Strategy will only be delivered by M&A 



 Merger or Acquisition has to be decided up-front? 



And consider who might align to form Groups? 



There are Multiple scenarios for Mergers 



The Right M&A Selection is crucial 

(Often there is only one obvious partner) 



What are the Competitor Strengths? 
(Looking for strength in Combination) 



Note the European Trends in Diversification 
(Those who have become International Conglomerates lead) 



     “The greatest strides in increasing Market Capitalisation 

dominance have been made by Vinci, Ferrovial, Bouygues and 

Taylor Wimpey, the latter which increased its value by more 

than 200%.  

     Taylor Wimpey also ranks most favourably, compared with its 

European peers based on its low gearing, indicating it has great 

scope to finance growth.”  

And where the European Market Strength is 

(In terms of Market Capitalisation 2015 v 2007) 



Set a Target for future Diversity and Profitability 
(Using Competitor Analysis as a Template) 



Consider Internationalisation v Profitability 



What Innovation is required to achieve the Goal? 



Ferrovial - a Case Study of Achievement 
(From Domestic Contractor to Global End-to-end Infrastructure 

Company) 



What are the Possible Sources of External Capital 
(Possible Threats and Opportunities) 



Sovereign Wealth Funds 



Private Equity Firms 



 A scenario with Middle East Focus 



A scenario of Major M&A led Growth  
(Consolidation via Merger & Diversification via Investment) 



The Key Message 



Putting Merger Strategy into Action? 
(What are the Steps) 



Where can the M&A fail? 



Remember- Merger or Takeover? 



There are always Personal Agendas among Directors 



Company Politics, & Personal Agendas 

(Management self-interest can kill a Merger before Shareholders get a say) 



The Board’s job is to focus on Shareholders Interests  



The Integration Process needs careful Planning 



Ultimately it comes down to “Leadership” 



Seeking Effective Industry Leadership 

“Britain’s Got Talent” 



Recommendation 



What does the Future hold? 

       A Few Merger Scenarios 



Who are the Top 8 Merger Candidates? 



What are Merger Candidates Strategic Positions? 



What are Merger Candidate Financial Profiles? 



Scenarios of Mergers (& Company Combinations)? 



Profiles of Potential Merged Groups  
(& some Company Combinations) 



Two leading Merged Combinations Emerge 



Current Stats of those leading Combination Groups 



What would be the Resultant European Rankings? 



And the Global Rankings Scenario? 



Global Ranking by Company Value (cont’d) 



Global Rankings by Profit & Profitability (cont’d) 



Seek the best Corporate Advice 



At the End of the Day- “It’s a People Business” 



Whose move next? 

THANK YOU 




