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Order book update; life carries on 

 ISG has announced an additional £80m of UK and European Data Centre contract 

awards. As a result, the group order book now stands at £1.1 billion. This is a 

welcome piece of good news, following the difficulties experienced in UK 

Construction, and demonstrates the benefits of management focus on this growth 

market. The order book update is also a timely reminder of the strength in the group’s 

core businesses (ex UK Construction). Coupled with the swift action taken to 

strengthen the equity capital base, this indicates that clients have moved on from the 

issues announced in February. On a calendarised basis and on our revised 

estimates, the 12 month forward PE / dividend yield is 6.5x / 5.9%. With ISG 

undertaking to pay a final dividend, the yield looks well supported at current levels. 

 Data Center business is a welcome source of good news 

The UK and European Data Centre business, alongside UK Fit Out, has been a significant 

source of growth for ISG over the last two years. Today’s announcement follows the earlier 

announcement (16th February) of two new data centre contract wins totalling c.£150m in 

value. This now sees the group order book up by 10% against both last year and the level 

reported at the interims. 

 Looking forward 

Investor attention is likely to remain focused on the outlook for UK Construction. Although 

disappointing, the charges announced in February (and the closure of the London 

Residential business), we suspect represent a clearing of the decks. We remain strongly 

of the view that positive momentum (ex UK Construction) is set to continue over the 

medium term. The UK Construction business is now leaner and less exposed to older, less 

commercially attractive contracts. In fact a consistent message (repeated by ISG and 

others in the sector) over the last year has been the steady improvement in terms for 

newer construction business. 

 Changes to estimates 

Following the February trading update, we downgraded a number of our estimates to 

reflect the challenges in UK Construction. These downgrades would have been greater but 

for upgrades to UK Fit Out, UK Retail and Asian segments, reflecting continuing positive 

trading trends in those segments. Subsequent to this trading update, ISG has announced 

first half results and a £17m equity fundraising (9.9m shares issued at 170p). The group 

also made the decision to forgo the interim dividend, although the intent remains to pay 

a final dividend in line with FY14 (4.91p). We have updated our model to reflect all of 

these impacts. Our FY15E adjusted PBT/EPS moves to £7.0m/13.2p (£8.0m/15.1p). We 

now look for FY15E net cash of £50.0m (£38.0m). 
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back page. 

June (£m) (£m) (p) (p) (£m) (x) (%) 

FY14a 1,455.2 15.3 30.7 9.5 46.3 5.3 6.0 

FY15e 1,737.0 7.0 13.2 4.9 50.0 12.0 3.1 

FY16e 1,817.5 18.0 29.4 10.0 54.0 5.4 6.4 
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Financial Summary – Year ended 30 June 

INCOME STATEMENT, £m FY12A FY13A FY14A FY15E FY16E 

UK Fit Out 202.1  287.5  519.5  710.2  724.4  

UK Retail 322.8  267.3  283.2  317.1  323.5  

Europe 101.3  91.6  102.8  92.5  97.2  

Asia 81.0  73.5  79.4  110.0  115.5  

Middle East 20.7  26.1  34.6  49.8  57.3  

UK Construction 553.6  498.8  435.7  457.4  500.0  

Revenue 1,281.5  1,244.8  1,455.2  1,737.0  1,817.8  

Group EBIT 7.8  9.8  15.9  8.4  19.0  

Exceptional items (incl. discontinued ops) (3.3) (3.9) (6.5) (18.5) (0.5) 

Goodwill amortisation (2.9) (2.2) (2.0) (2.0) (2.0) 

Net interest (0.3) (0.7) (0.7) (1.4) (1.0) 

Reported PBT 1.2  3.0  6.8  (13.5) 15.5  

Adjusted PBT 7.5  9.1  15.3  7.0  18.0  

Tax (0.2) (0.2) (1.6) 3.5  (2.8) 

Minority interests 0.0  0.2  (0.0) (0.3) (0.3) 

Average no shares - diluted (m) 31.8  32.7  39.5  41.5  49.9  

EPS - Reported, basic (p) 3.2  7.9  6.2  (25.0) 25.2  

EPS - Adjusted, basic (p) 18.1  22.1  30.7  13.2  29.4  

DPS 9.0  9.0  9.5  4.9  10.0  

      

CASH FLOW, £m FY12A FY13A FY14A FY15E FY16E 

EBITDA 10.3  12.5  18.6  11.0  21.8  

Working capital (5.2) 1.0  25.0  (5.6) (6.0) 

Other (4.1) (5.4) (15.2) (7.9) 0.5  

Operating cash flow 1.0  8.1  28.4  (2.5) 16.3  

Net interest paid (0.1) (0.3) (0.2) (0.3) (0.3) 

Net tax (2.6) 0.4  (2.5) 0.7  (2.8) 

Net capital expenditure (2.7) (1.8) (4.4) (2.2) (2.6) 

Net acquisitions / disposals (0.8) (0.2) (2.8) (0.2) (2.0) 

Other (0.2) (0.0) (4.4) (5.9) 0.0 

Pre financing cash flow (5.2) 6.2  14.0  (10.4) 8.6  

Dividends (4.8) (2.8) (3.4) (1.9) (4.6) 

Net equity issued (0.7) 7.4  (0.3) 16.0  0.0  

Net movement in debt (3.8) 1.7  (2.7) (3.6) (1.2) 

Net change in cash (14.5) 12.5  7.6  0.1  2.8  

      

BALANCE SHEET, £m FY12A FY13A FY14A FY15E FY16E 

Goodwill 82.3  83.2  82.8  83.3  83.8  

Intangible assets 7.0  5.0  3.8  3.8  3.8  

P,P & E 6.4  5.6  7.2  6.2  6.1  

Other 0.1  0.1  1.9  1.9  1.9  

Fixed assets 95.8  93.9  95.7  95.2  95.5  

Net working capital (71.5) (71.1) (85.1) (81.1) (84.5) 

Total capital employed 24.2  22.8  10.6  14.1  11.0  

Net cash / (debt) 25.4  36.1  46.3  50.0  54.0  

Net Assets 49.7  58.9  56.9  64.1  65.0  

 Source: Broker Profile 
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