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DISCLAIMER

This document has been prepared by Forterra plc (the “Company”) solely for use at a presentation in connection with the Company’s Results Announcement in respect of the 
financial period ended 30 June 2020 (the “Presentation”). For the purposes of this notice, “Presentation” shall mean and include this document, the oral presentation of this 
document (and of any related document) by the Company, the question-and-answer session that follows that oral presentation, and any materials distributed at, or in connection 
with, that presentation (including any hard copies of this document).

The Presentation is being made only to, and is only directed at, investment professionals, representatives of institutional investors and other persons to whom this type of 
presentation may lawfully be communicated in this form (“relevant persons”). Any person who is not a relevant person should not act or rely on the Presentation or any of its 
contents. Information contained in the Presentation relating to the Company or its share price or the yield on its shares are not guarantees of, and should not be relied upon as an 
indicator of, future performance. Nothing in the Presentation should be construed as a profit forecast or profit estimate.

The Presentation is being provided for information purposes only. The information contained in the Presentation does not constitute or form part of, and should not be construed as, 
an offer to sell or issue, or the solicitation of an offer to buy or subscribe for, securities or other financial instruments of the Company or any of its subsidiaries in any jurisdiction or an 
inducement to enter into investment activity. No part of the Presentation, nor the fact of its distribution, should form the basis of, or the be relied on in connection with, any contract 
or commitment or investment decision whatsoever.

The release, publication, or distribution of any part of the Presentation in certain jurisdictions may be restricted by law, and therefore persons in such jurisdictions into which the 
Presentation (or any part thereof) is released, published or distributed should inform themselves about, and observe, such restrictions.

Statements in the Presentation, including those regarding the future financial condition, results of operations, business or other performance of the Company, the industry in which it 
operates, or other trend projections, constitute forward-looking statements. These forward-looking statements may be identified by the use of forward-looking terminology, including 
the terms “believes”, “estimates”, “plans”, “projects”, “anticipates”, “expects”, “intends”, “may”, “will” or “should” or, in each case, their negative or other variations or comparable 
terminology, or by discussions of strategy, plans, objectives, goals, future events or intentions. By their nature, forward-looking statements involve known and unknown risks, 
uncertainties and other factors because they relate to events and depend on circumstances or assumptions that may or may not occur in the future and which may cause actual 
results, performance or developments to differ materially from those expressed or implied by such forward-looking statements.

Accordingly, no assurance is given by or on behalf of the Company or any of its associates, directors, officers, employees or otherwise that any such forward-looking statement will 
prove to be accurate, as actual results and future events could differ materially from those anticipated in such statements and therefore no reliance should be placed on such 
forward-looking statements.

No representation or warranty, express or implied, is given (by the Company, any of its associates, directors, officers, employees, advisers or otherwise) in relation to the accuracy, 
completeness or reliability of the information contained in the Presentation, including as to the accuracy, completeness or reliability of any forward-looking statements or the basis on 
which they were prepared.

Except as required by applicable law or regulation, the Company does not undertake any obligation to update or revise any information in the Presentation, whether as a result of 
new information, future events or otherwise.
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AGENDA

Stephen Harrison
Chief Executive Officer

Ben Guyatt
Chief Financial Officer

1. Key points 

2. Financial review

3. Business review

4. Outlook

5. Q&A
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KEY POINTS

• The health, safety and wellbeing of our employees remains our primary concern

• Decisive actions were taken throughout the pandemic to protect employees and preserve cash whilst continuing to serve 

customers

• Actions to right-size cost base completed; reducing fixed costs by £10.4m and affording greater flexibility going forward

• £55m equity placing and refinancing completed at beginning of July secures bank facilities out to 2024 and strengthens 

balance sheet 

• Desford project funding secured with construction progressing 

• Production has now resumed at all facilities operating in line with Government guidance to protect employees

• Trading since emerging from lockdown through to end of August has exceeded Management expectations. Although 

uncertainties remain, Brick and Block revenues were over 90% of the prior year in both July and August

• Subject to a continuation of current trading conditions, the Board expects full year EBITDA to be in the range of £27m-£32m
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FINANCIAL REVIEW
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• Revenue fell by 37% relative to the prior period due to the impact of COVID-19

• EBITDA before exceptional items decreased by £34.3m to £8.2m

• Result before tax and exceptional items decreased by £35.0m from a profit of £32.7m to a loss of £2.3m

• Exceptional items total £21.0m (of which £16.2m is non-cash) relating to impairment and the restructuring of the business as a result 
of the pandemic 

• Net debt at 30 June 2020 and prior to the receipt of the proceeds from the equity placing of £80.3m (including IFRS lease liabilities 
of £11.7m)

• Refinancing and equity placing completed in July 2020 further strengthening balance sheet

FINANCIAL HIGHLIGHTS
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KEY FINANCIALS

Six months ended 30 June 2020 

Six months 

ended 30 June 

2019 

£m (unless stated) Statutory Exceptional items

Before 

exceptional items Statutory* Variance

Revenue 122.4 - 122.4 193.6 (36.8)%

EBITDA (12.4) 20.6 8.2 42.5 (80.7)%

Operating (loss)/profit (21.4) 20.6 (0.8) 33.9

(Loss)/Profit before tax (23.3) 21.0 (2.3) 32.7

Earnings per share (pence) (10.3) 10.3 - 13.6

Net debt 80.3 - 80.3 49.6 30.7

Interim dividend (pence) - - - 4.0

Like-for-like

Note: There were no exceptional items in H1 2019 so these comparatives are directly comparable with the 2020 result before exceptional items
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COVID IMPACT – MONTHLY REVENUE

• During the heart of the lockdown period, revenue in April fell to 14% of the equivalent month prior year

• By June this had improved to 74%

• Bricks and Blocks revenues have recovered to over 90% of prior year in both July and August
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SEGMENTAL RESULTS: BRICKS AND BLOCKS

• Trading started the year broadly in line with expectations following a slower end to 2019 driven by uncertainty around 

Brexit and the General Election

• Recovery in demand in May and June driven by the merchanting sector feeding off strong RM&I demand along with that 

from smaller housebuilders

• Demand from larger housebuilders strengthened in July and August as merchant demand stabilised

• Costs of exiting surplus energy contracts of £2.1m recorded as an operating expense

Six months ended 30 June 2020 

Six months ended 

30 June 2019 

£m Statutory Exceptional items

Before exceptional 

items Statutory

Revenue 90.5 - 90.5 143.9

EBITDA 3.4 7.7 11.1 41.6

EBITDA margin 3.8% - 12.3% 28.9%

Like-for-like
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SEGMENTAL RESULTS: BESPOKE PRODUCTS

• Revenue decrease of 35% as a result of the pandemic

• We envisage a greater negative impact of the pandemic on multi occupancy and commercial construction which has 

greater relevance to the hollowcore business

• Majority of headcount reductions announced have been made from Bespoke products, particularly within Bison Precast 

and the mothballing of the hollowcore flooring facility at Swadlincote

• Infrastructure projects have proved more resilient and following on from the successful Wellingborough prison project we 

have now been awarded a large order working with Lendlease on the construction of the next new prison at Glen Parva in 

Leicestershire

Six months ended 30 June 2020 

Six months ended 

30 June 2019 

£m Statutory Exceptional items

Before exceptional 

items Statutory

Revenue 33.0 - 33.0 50.9

EBITDA (15.4) 12.5 (2.9) 0.9

EBITDA margin (46.7)% - (8.8)% 1.8%

Like-for-like
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COST SAVINGS / EXCEPTIONAL ITEMS

• Swift management action to reduce fixed cost base by £10.4m for one off cost of £4.4m

• Previously announced (2019) restructure at Kings Dyke London brick plant was completed in July 2020 with 
majority of cash outflow in H2

• Non cash impairment charges of £10.2m in respect of Swadlincote hollowcore facility and £6.0m of Formpave
goodwill

Profit and loss charge Cash outflows

£m H2 2019 H1 2020

H2 2020 

(est.) H2 2019 H1 2020

H2 2020 

(est.)

Restructuring costs 3.6 4.4 - - 0.6 7.4

Aborted transaction costs 0.7 - - 0.7 - -

Refinancing costs - 0.4 2.9 - - 3.1

Impairment charges - 16.2 -

4.3 21.0 2.9 0.7 0.6 10.5
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WORKING CAPITAL

• Working capital trend is seasonal with significant outflow in H1 

(and in particular Q1)

• Strategy to match production to sales avoiding inventory growth 

in H2

• Customer payment patterns have returned to normal and no 

material bad debts incurred

• Half year working capital benefits from £5m of PAYE / CT

deferrals paid in July 2020 and £0.7m of VAT to be paid in March 

2021

£16m £54m £29m
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CASH FLOW

2020 2019

£m HY 2020 HY 2019

EBITDA 8.2 42.5

Change in working capital (12.9) (14.7)

Other movements 0.5 (0.2)

Operating cash flow (4.2) 27.6

Exceptional items (0.6) -

Interest (0.7) (1.1)

Tax (4.1) (3.1)

Capital expenditure (12.2) (8.6)

EBT payments (0.1) (7.6)

Other movements (1.1) (3.4)

(Increase) / reduction in net debt (23.0) 3.8

• Operating cash flow was significantly impacted by the effects of the pandemic 

with a net cash outflow from operations of £4.2m compared to an inflow of 

£27.6m in 2019

• During the lockdown the Group was able to protect its cash reserves and 

despite initial fears, was able to collect the overwhelming majority of customer 

receivables with only minor delays

• Current guidance on Desford spend:

2019     £12m

2020     £26m

2021     £24m

2022     £28m

2023     £5m

Total     £95m
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NET DEBT AND FACILITIES 

• Net debt to EBITDA 1.6x at 30 June 2020 (FY19: 0.6x)

• Debt facility post refinancing now comprises a committed revolving credit facility (RCF) of £170m extending to July 
2024

Net debt

£m AUG 2020 HY 2020 FY 2019

Cash and cash equivalents 22.3 81.9 26.6

Loans and borrowings (40.4) (150.5) (69.8)

Net debt excluding leases 18.1 68.6 43.2

Lease liabilities (11.0) (11.7) (14.1)

Net debt 29.1 80.3 57.3

Net debt / EBITDA (x) 0.4 1.6 0.6
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LONG TERM BRICK MARKET FUNDAMENTALS REMAIN SUPPORTIVE

Source: MHCLG, CPA Forecast Summer 2020

Note: CPA Forecast states Great Britain completions data

UK Government supportive to demand

- Help to Buy in place to 2023

- SDLT holiday in place to March 2021

- Increase in PRS and mixed tenure housing

Land availability

- UK Government initiatives to ensure 

release of development land

Interest rate and credit availability

- Mortgage availability continues to be 

supportive alongside low interest rates

Supportive demand side environment

- Population growth stimulating demand

- Potential re-focus on home environment / 

ownership post COVID
 -

 50,000

 100,000

 150,000

 200,000

 250,000

 300,000

2012 2013 2014 2015 2016 2017 2018 2019 2020F

Housing completions vs. Government target

Completions Government target (less conversions)

Short term Long term

• There remains a shortage of housing in the UK with a clear gap in housing 
completions below the Government’s target 

• Housing market showing positive signs of recovery
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HOUSING MARKET  

Evidence suggests the housing market has exited lockdown strongly

17

“The housing market has 

continued to experience 

remarkably high levels of 

activity. In the first week of 

August, sales subject to 

contract  were at almost 

double their number the 

same time last year”

“Sales rates have shown 

strong recovery”

“Construction activity now 

close to pre lockdown 

levels”

“House prices recover 

from recent dip to 

reach new all-time 

high in August (2020)”

“Following the reopening of the 

housing market on 13 May 

housing market activity is at 

record levels, with evidence of 

new home hunters coming into 

the market with changing needs 

as they reassess their priorities 

and further incentivised by the 

temporary stamp duty holiday.”

Source:  Savills plc, Barratt Developments plc, Nationwide Building Society, Rightmove plc
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BRICK MARKET 

Brick deliveries and inventory (domestic)

• Brick industry stocks have fallen during the pandemic reflecting reduced production across the period

• Imports in Q2 reduced by c.55% vs. the same prior year period

• Forterra sales volumes during the COVID crisis have reflected the market 

Source:  Department for Business, Energy and Industrial Strategy
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FORTERRA SALES VOLUMES

• As one of the first products utilised in a residential build, flooring beam sales are 
a strong lead indicator for demand from housebuilders

• Floor beam sales continue to recover toward pre pandemic levels

Source:  Company information
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Source:  Company information
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• Forterra brick sales have recovered well having fallen significantly during the 
lockdown period

• Through July and August brick sales have been c.90% of prior year equivalent

• May / June focussed on finishing of existing plots with July / August seeing new 
housing starts

Lockdown commenced Lockdown commenced

Forterra Brick sales volumes Forterra Floor beam sales volumes
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NEW DESFORD FACILITY

Summary

• Project expected to generate attractive returns over 

the medium term and position the Group to benefit 

from the long-term growth in the housing market

Progress update 

• New factory building structurally complete  

• £20.7m spent to date 

• c.15% IRR over 20 years

Revised timing

• Commissioning to commence in 2022

• Production to reach full run-rate in 2023

• First year of full production in 2024 

• Full financial contribution expected from 2025
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SUSTAINABILITY

• Our Forterra sustainability update has been published today 

• Focussing on developments across 3 key themes:

• A further update with challenging new targets will be published in our 2020 annual report
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OUTLOOK

• Confident in long term recovery of core markets 

• Trading since lockdown has exceeded Management expectations

• Current recovery in housing market supported by welcome Government intervention

• The industry has made great steps in learning to operate in an environment where COVID-19 is present and our customers have

adapted their ways of working which should mean that demand for our products will show greater resilience in future

• Subject to a continuation of current trading conditions, the Board expects full year EBITDA to be in the range of £27m-£32m

• Current levels of uncertainty prevent meaningful guidance for 2021
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AT A GLANCE

Leading UK producer of 
manufactured masonry 

products

Focus on bricks and blocks with 
complementary range of bespoke clay & 

concrete products

Sole manufacturer of iconic Fletton 
bricks sold under the London Brick 

brand

63%

27%

10%

Revenue by end use (%) 
(2019)

Residential new build

Residential RM&I

Commercial

48%

25%

27%

Revenue by segment (%)
(2019) 

Precast concrete offering with associated 
high growth offsite manufacturing 

opportunities

Bricks

Blocks

Bespoke
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INVESTMENT CASE

Iconic Fletton Brick
Flexible production 

capacity
Growth Efficiency

RESILIENCE STRATEGYUK FOCUS LEADERSHIP

1.
100% in UK

Consolidated 

competitive 

landscape

Structural long-term 

growth

2.
Sole 

manufacturer

Highest margins

Largely RM&I

Premium and 

resilient pricing

No imports 

available

3.
Operational 

agility

Proven capability in 

matching capacity 

to market demand

Reacting quickly to 

ensure efficient 

operations

4.
Well-equipped to 

deliver long-term 

growth through 

helping to meet the 

house building 

needs of the UK 

Cash generative 

Capacity expansion in 

brick

Able to progress 

appropriate acquisitions

5.
An efficient 

manufacturing 

base is at the heart 

of our strategy

Debottlenecking 

projects completed 

across several facilities

Continuously strive for 

operational efficiency 

through a lean 

manufacturing culture

6.
Leadership 

team 

possesses

strong industry 

experience

Track record of 

delivery

Ideally-equipped to 

ensure the business 

meets its long-term 

goals
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SUMMARY PROFIT & LOSS 

28

£m HY 2020 HY 2019 FY 2019

Revenue 122.4 193.6 380.0

EBITDA

- Bricks and Blocks 11.1 41.6 80.4

- Bespoke Products (2.9) 0.9 2.3

- Total 8.2 42.5 82.7

EBITDA margin (%) 6.7% 22.0% 21.8%

Depreciation and amortisation (9.0) (8.6) (17.7)

Operating (loss) / profit (before exceptionals) (0.8) 33.9 65.0

Finance expense (1.5) (1.2) (2.5)

(Loss) / Profit before tax (before exceptionals) (2.3) 32.7 62.5

Exceptional items (21.0) - (4.3)

(Loss) / Profit before tax (23.3) 32.7 58.2

Tax 2.8 (6.0) (11.4)

(Loss) / Profit after tax (20.5) 26.7 46.8

Earnings per share (pence)(before exceptionals) (10.3)p 13.6p 23.8p
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SUMMARY BALANCE SHEET

£m Jun 2020 Dec 2019

Intangible assets 11.3 18.2

Property, plant and equipment 182.7 182.6

Right-of-use assets 11.2 13.7

Total non-current assets 205.2 214.5

Current assets

Inventories 44.2 47.8

Trade and other receivables 38.5 40.4

Cash and cash equivalents 81.9 26.6

Income tax receivable 2.9 -

Total current assets 167.5 114.8

Total assets 372.7 329.3

Trade and other payables (60.8) (71.5)

External borrowings (150.5) (69.8)

Lease liabilities (11.7) (14.1)

Other liabilities (14.2) (17.7)

Net assets 135.5 156.2
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5 Grange Park Court

Roman Way

Northampton

NN4 5EA

01604 707600 
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