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Traditionally, the construction sector has
been slower than other industries, such as
financial services and consumer goods,
in the uptake of technology. We are
beginning to see increased implementation
of buildtech (building technology), such
as internet of things (IoT), within the
construction sector as it seeks to address
its traditional challenges, including high
volumes of paperwork and major reliance
on human input.

“We explore the key drivers behind the increased
buildtech uptake in buildings and on construction
sites worldwide and the potential benefits from
introducing technology across the building
materials value chain. We believe the increasing
use of buildtech will only accelerate and will
remain a key focus for investment and M&A for
years to come.”
BRIAN LIVINGSTON
BUILDING MATERIALS SPECIALIST
LONDON, UK

In this issue of Spot On, Oaklins’ building
materials specialist Brian Livingston looks at:
•

how different parts of the building
materials value chain can benefit from
introducing technology into operations

•

how IoT is benefiting the construction
sector

•

the merger and acquisition dynamics in
the global building materials market

We consider the driving forces behind
these changes and who might benefit.

Brian Livingston

Market trends
WHAT ARE THE BENEFITS OF
INTRODUCING TECHNOLOGY INTO
THE BUILDING VALUE CHAIN?
Traditionally, building material
manufacturers and installers, as well as
construction contractors, have relied on
people and the number of hours worked.
As technology becomes more widely
used across the value chain, a small but
increasing number of companies are
innovating to bring technology in-house.
This means that they are less reliant on
human labor time as a factor affecting
revenue and will be at the forefront of
technology advancements as they begin
to take hold of the historically slow-toadapt building industry.
When it comes to an area that is far
outside a company’s core competency,
such as cloud and mobile software
development, buying rather than building
is often the preferred method. This trend
has already started to take place through
transactions such as Acuity Brands, a USbased company that designs, produces
and distributes lighting equipment, taking
over Lucid Design Group, creator of
BuildingOS, cloud-based software for
integrated building management, in 2018.
The strategic rationale for the acquisition
was to unlock the value of IoT capabilities
within buildings. It means the combined
company provides comprehensive
building operations and an analytics
platform, expanding its revenue streams.

BUILDTECH IS APPLICABLE TO THE
ENTIRE VALUE CHAIN, INCLUDING
MANUFACTURERS, DISTRIBUTORS,
RETAILERS AND CONTRACTORS
Distributors
Introducing technology modernizes the
information technology (IT) footprint,
allowing better data analysis that can
lead to faster distribution and better
customer service, enabling an overall
competitive advantage.

An example of this is the business model
used by Grafton’s Dutch subsidiary
Isero, which provides stock management
software to allow contractors to scan
building materials they are using onsite for a construction project. Isero is
then automatically notified of this and
restocks the required materials on-site
the next day.

home, would be operated by physically
flicking a switch. IoT technology allows
the transfer of data between these
appliances and the devices that support
them, such as smartphones, removing
the requirement for human interaction
and gives the ability to monitor, control
and collect data, whether that be by the
user or the provider of the service.

Retailers

WHAT CAN IOT DO FOR THE
BUILDING INDUSTRY?

Bringing technological operational
tools in-house can offer better ways for
building material retailers to evaluate
performance and allow real-time views
into inventory and delivery operations,
including ERP and stock control, as well
as auto-reordering.
One building materials distributor we
spoke to said the enterprise resource
planning (ERP) software he introduced
reduced stocks, improved picking and
added around 4% onto the gross margin.

Construction is a large contributor to the
global economy. By the end of 2020, it is
expected to account for 13.2% of global
gross domestic product (GDP), so any
technology efficiency and profitability
savings can result in significant benefits
(source: digiteum.com).
Although project managers remain
cautious about implementing the
technology, demand for it is, and will
continue to be, driven by the following
four important factors.

Contractors
Productivity
Building contractors are able to better
monitor the productivity of on-site
employees as well as the usage of
construction materials and equipment,
measures that may have a considerable
effect on margins. We are seeing more
examples of using biometrics to protect
the site by controlling access.

WHAT IS IOT AND WHERE DOES
IT FIT IN?
IoT provides Internet access to items
consumers and businesses use in their
day-to-day lives and connects them so
that they can provide and/or receive
information — turning “dumb” items into
“smart” items.
One example is the smart home.
Previously, dumb items, such as lights
and heating appliances within the
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Construction projects operate in a
dynamic environment, with designs
evolving and changing over the project
life. Autodesk found that just 34% of all
construction projects were completed
on time and on budget in the past year.
With budgets becoming increasingly
scrutinized and overall productivity
remaining stagnant, the industry is
looking for new ways to improve its
traditionally low profitability and margins
(source: autodesk.com).
Examples of how IoT can help include
wearables, whereby global positioning
system (GPS) trackers, heart rate
monitors and pressure sensors can be
used to monitor a site worker’s activity.
This data is then reviewed by managers
to allow them to make decisions on staff
performance and productivity.
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M ar ke t t re n d s

Some tech companies are more
advanced. US-based company SolePower
has developed smart boots that track
location and environmental data that is
sent to the cloud and projects statistics
on a dashboard for management analysis.
Smart glasses like Microsoft HoloLens
are wearables that combine IoT and
augmented reality. They provide workers
with real-time instructions based on
environment insights, such as replacing
the tape measure, by providing tape
measurements for short to medium
distances.

Safety
Although the health of its workforce is at
the forefront for most building companies,
there is still a high incidence of injury.
For example, in the UK there are 54,000
non-fatal and 30 fatal injuries to workers
each year, whilst in the USA there are
150,000 accidents and 1,000 fatalities
per year, each one costing, on average,
over US$860,000 in hospital fees. Claims
cause significant issues for the industry,
ranging from the direct monetary cost of a
claim through to site closures and delays
(sources: hse.gov.uk, coveragepoint.com).
An example of contribution to safety
is the Spot-r Clip by Triax, a wearable
device that tracks worker attendance
and location as well as improving safety
by reporting falls, signaling distress and
triggering an emergency alarm to speed
up evacuation in the event of a serious
incident.

Security
On large construction sites, where there
are numerous different contractors
coming and going, it is not possible
to monitor the site at all times. This
increases the risk of theft or loss of
equipment and material, as well as health
and safety issues.
Surveillance cameras that include
motion detectors and alarms have been
developed to solve this issue by offering
real-time updates of a building site.
Intelligent video analytics and secure
image transmission mean sites can
be monitored from a screen in remote
locations. The cameras can drive cost
savings for contractors as human on-site
security is not required and the chance of
human error is greatly reduced.
European companies providing
such technological solutions include
International Security Group GmbH and
BauWatch in Germany, and Wireless
CCTV Ltd. in the UK.
Other examples include the use of
controlled access, based on biometrics,
which ensures access is only allowed
to the right personnel and that the
personnel are only on-site when
permitted to be.

Maintenance
On any construction site one of the
largest expenses for contractors is power
and fuel consumption.
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Regular monitoring of these expenses is
required to ensure that any unnecessary
waste does not take place, as if not
actively managed it could have a
significant impact on the overall cost of
the project.
As industries attempt to become greener
and more environmentally friendly,
driven by commitments such as the
Paris Climate Change Agreement, this
also requires companies to consider
their energy consumption, especially
in the construction industry. The UN
Environment Programme, for example,
found that the building and construction
sector, including the manufacture
of building materials such as steel,
cement and glass, accounted for 36% of
global final energy use in 2018. Energy
monitoring and saving technology, along
with investment in green initiatives,
will be critical to ensuring that energy
consumption is contained as the global
construction industry continues to grow
(source: unep.org).
There are a number of companies who
have developed monitoring equipment to
allow construction sites to better manage
their energy consumption. UK-based
SmartSite develops software that collects
data around electricity, natural gas and
energy usage, which then calculates
how much C02 a project has generated.
This allows users to compare emissions
across projects, identifying areas where
costs can be saved, and also against
construction sector energy benchmarks.
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Selected public company
valuations
Manufacturers

Head office location

Enterprise value
(US$m)

Enterprise value
LTM
sales

NTM
sales

LTM
EBITDA

NTM
EBITDA

Etex N.V.

1,605

0.5x

N/A

3.0x

N/A

SIG plc

1,061

0.4x

0.4x

N/A

45.8x

Kingspan Group plc

13,710

2.6x

2.9x

19.3x

23.2x

Carlisle Companies Inc.

7,796

1.6x

1.8x

8.9x

10.4x

Compagnie de Saint-Gobain S.A.

32,462

0.7x

0.8x

5.4x

6.9x

China National Building Material Company Ltd.

34,746

1.0x

1.0x

5.0x

5.1x

11,112

0.7x

0.8x

7.4x

9.9x

32,669

3.7x

3.8x

21.3x

21.6x

Fletcher Building Ltd.

3,479

0.7x

0.8x

6.2x

7.7x

Boral Ltd.

5,084

1.3x

1.3x

8.4x

8.8x

Wienerberger AG

3,857

1.0x

1.1x

5.6x

7.0x

IS DongSeo Co. Ltd.

1,787

2.0x

1.3x

16.5x

7.7x

Siam City Cement Public Company Ltd.

2,138

1.5x

1.5x

8.1x

8.8x

Grafton Group plc

2,674

0.8x

1.0x

7.0x

11.9x

LIXIL Group Corporation

Sika AG

Source: Capital IQ
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Selected public company
valuation trends
The general increase in valuation multiples that was experienced globally throughout 2019 has been reversed in 2020, almost
entirely due to the effect that COVID-19 has had on companies’ ability to trade and the knock-on consequence this has had on
trading multiples. The ongoing uncertainty caused by the pandemic is likely to continue to be reflected in the trading multiples
until the long-term effects of the virus become more widely known.
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ASIA-PACIFIC HISTORIC MULTIPLES
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Selec ted pu blic c ompan y valuation t re n d s
AMERICAS HISTORIC MULTIPLES
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Recent M&A activity
In the last decade, the global building
materials sector has experienced a wave
of consolidation. Many companies in the
sector that historically started as familyrun businesses are now being acquired
by global players, creating larger,
more complex companies. A trend that
started in cement, a sub-sector where
consolidation has already happened and
turned the sector into a global business,
is being followed in other sub-sectors,
including brick manufacturing, fibergypsum production, insulation materials
and others.
A consequence of this trend is the
increase in size and complexity of
remaining companies in the building
materials sector, factors that make a
strong and well-defined operations

Date

Target

strategy even more important in
achieving synergies from newly acquired
assets.
We see key drivers for M&A activity in the
sector as being:
ͽͽ the desire for revenue growth in

a sector where organic growth is
challenging to achieve
ͽͽ global expansion by taking advantage
of established distribution networks
ͽͽ improved profit margins through
achieving economies of scale
ͽͽ creating barriers to entry by integrating
customer bases
The building materials sector is one
of the least digitized sectors globally.
Inherent challenges, such as a high

Bidder

Country

amount of paperwork and low take-up on
technology tools, remain in the industry
today. This creates additional M&A
opportunities as companies in the sector
look for quicker routes to accessing
innovation by bringing in-house
operational tools that offer better ways to
evaluate performance and allow real-time
views into inventory, delivery and fleet
operations.
We believe the potential benefits of
this could be significant as competition
amongst the remaining large companies
in the sector intensifies and each looks
for ways to gain a competitive advantage.
These benefits include higher profitability
through cost savings, more informed
decision-making from management teams
and improved customer service.

Target description

Valuation
EV
(US$m)

EV/
Rev

EV/
EBITDA

Building material retailer

160

N/A

N/A

24-Feb-20

Produces water supply and
drainage system solutions

660

5.9x

N/A

15-Feb-20

Manufactures vinyl flooring
solutions for resilient floors

1,711

1.6x

10.7x

19

0.4x

4.9x

9-Jul-20

4-Feb-20

Tsukada Kosan
Co., Ltd.

Manufactures water supply and
drainage equipment

3-Feb-20

Manufactures a range of gypsum
wallboard and complementary
finishing products

1,386

2.7x

9.4x

31-Jan-20

Concrete pipe and precast
concrete products manufacturer

47

1.1x

N/A

12-Dec-19

Manufactures natural and
recycled sand and concrete

298

1.7x

8.1x

Provides energy-saving door and
window curtain wall products

445

0.9x

1.7x

6-Nov-19

Provides metal cladding services

162

0.9x

N/A

21-Aug-19

Engineered wood manufacturer
for the construction industry

157

0.8x

6.3x

Median

230

1.0x

8.1x

Average

489

1.7x

7.4x

2-Dec-19

Private bidder
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Case study
LEADING THE WAY IN THE
SCANDINAVIAN DIY SECTOR

Byggmakker Handel, a
Norwegian subsidiary of
the listed Finnish retailer
conglomerate Kesko, has
acquired Carlsen Fritzøe
Handel AS for approximately
US$170 million.
Carlsen Fritzøe Handel AS is a regional
leader in the building materials retail
sector in the Oslo fjord region, serving
mainly small and medium-sized
builders, contractors and consumers.
The company has 25 stores and a total
revenue of US$241 million in 2019.
The building materials retail sector in
Norway has seen steady consolidation
in recent years by both national and

international players. The consolidation
has been driven by the advantages of
volume in purchasing terms, and the
importance of broad geographic reach
to serve customers nationwide.
The acquisition of Carlsen Fritzøe
Handel AS is the fourth one Kesko
has made in line with its growth
strategy in Norway in two years. These
acquisitions have accelerated growth
and strengthened Kesko’s position
in the Norwegian building and home
improvement market. For Kesko, the
geographic reach of Carlsen Fritzøe
Handel AS was ideal, giving it a leading
position in the Oslo fjord region,
the region with the brightest growth
prospects in Norway going forward.
Oaklins’ team in Oslo advised the buyer
in this transaction, thereby having
advised Kesko on the three largest
acquisitions in Norway since 2018.
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“The Oaklins team’s
negotiating skills and
experience in our industry
were very valuable and
secured a good result. It
was an advantage to have
advisors who know the
industry and the players
so well, and who have the
experience to handle the
difficult discussions that
are encountered at certain
stages of such processes.”
KNUT STRAND
JACOBSEN
CEO, BYGGMAKKER
HANDEL AS, NORWAY
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Oaklins expertise
Our clients rely on us to help them prepare for their next challenge ahead, whatever it may be. With deep-rooted sector expertise in
building materials, we are able to support you and give the professional advice required to achieve a successful outcome.
Some of our recent deals completed in the building sector include:
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A bou t O a k l i n s

Deep local roots,
global commitment
Oaklins brings you opportunities from across the world and
we meet you with our expertise wherever you are

OAKLINS OFFERS A
COMPREHENSIVE RANGE
OF SERVICES
ͽͽ

M&A advisory (buy-side and
sell-side)

ͽͽ

Growth equity and equity capital
markets advisory

ͽͽ

Debt advisory

ͽͽ

Corporate finance services

Building materials is one of our focus
areas. Combining comprehensive
sector knowledge with global
execution has led Oaklins to become
one of the most experienced M&A
advisors in the building materials
sector, with a large network of
relevant market players worldwide.
This results in the best possible
merger, acquisition and divestment
opportunities for building materials
companies.

BRIAN LIVINGSTON
Managing Director
UK
T: +44 20 7131 4914
Brian leads Oaklins’ building materials team. He is also head of
mergers & acquisitions at Oaklins Smith & Williamson, one of Oaklins’
member firms in the UK. Brian continuously follows developments,
publishes newsletters, attends major events and maintains regular
contact with the key players. Notable deals he has advised on include
the sale of TG Lynes to Grafton, the sales of Euroclad and Eurobond
to Kingspan and the sale of Motivair Compressors. Brian has also
established high-level contacts with the market consolidators, such as
Grafton, Wolseley, CRH, Kingspan, SIG and Saint-Gobain, as well as
strategic private equity investors active in the sector.

If mergers, acquisitions, or divestitures
of businesses or business units
are part of your strategy, we would
welcome the opportunity to exchange
ideas with you.

Oaklins is the world’s most experienced mid-market M&A
advisor, with over 850 professionals globally and dedicated
industry teams in more than 45 countries. We have closed
1,700
transactions in the past five years.
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Oaklins disclaimer
This report is provided for information purposes only. Oaklins and its member firms make no guarantee, representation or
warranty of any kind regarding the timeliness, accuracy or completeness of its content. This report is not intended to convey
investment advice or solicit investments of any kind whatsoever. No investment decisions should be taken based on the contents
and views expressed herein. Oaklins and its member firms shall not be responsible for any loss sustained by any person who
relies on this publication.
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