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Holland Views: Ashtead Price: £46.50; Mcap: £20.7bn 
  

A Fresh Start  
 

Stock markets are funny places were little changes for years, then a lot inside a few weeks. We 

will leave the Cathie Wood/NASDAQ reversal commentary to others, our role in this game has 

always been that of Captain Sensible. We have only ever analysed the shares we look at for their 

long-term potential and done so against the absolute price we are being asked to pay for part 

ownership of such businesses. To use the phrase ‘absolute price’ implies to some we only look at 

low PE or ‘cheap’ companies. Whilst that might have been a route we pursued many years back, 

for a good while now we been focused on businesses priced attractively vs their most likely future 

compounding rate.  

Business model building blocks 

In our work there is lots of looking back to assess the resilience and how proven a business model 

is and how it has been able to grow and with what capital. The looking forward bit is always a 

guesstimate but hopefully a well-reasoned one. We have spent the best part of 15 years developing 

the building blocks that give us the understanding of different attractive businesses models today. 

Our journey took us via Buffett’s description of the Dream, Compounder and Gruesome models 

working hard to understand all the drivers of each. This led to our own requirement for companies 

we were attracted to excel at the hurdles of ‘Operate’, ‘Generate’ and ‘Allocate’. Along the way 

we looked at organic vs acquired growth, negative working capital and of course the important 

roles played by aligned owner managers. A few years ago, as we spent time on each of these 

qualitative drivers an important but simple quantitative driver maybe sometimes slipped our mind. 

This being growth and the right price to pay for it. The NASDAQ boom has always been about 

growth and more often than not the price many were willing to pay for growth became seemingly 

unlimited. Low interest rates were used to justify such behaviour and to a point we could see this 

rationale, but only when looking at highly predictable future cashflow streams, not uncertain ones. 

Enter Ashtead 

All of this thinking brings us to Ashtead. We are proud of our Ashtead work (Holland Views: 

Plant Hire – March 2020, 1681p). Whilst the publication of that piece was well timed, what was 

more important was the approach we used to help our (and we hope others) understanding of this 

business model. The retention of capital and use of constant leverage against it can be a powerful 

driver of intrinsic value growth for a company. But it can only work successfully if there is ample 

opportunity to deploy such future capital at good rates of return. Ashtead’s strong US market 

position (12% share + more in clusters) drives high returns. Its potential to increase its scale 

further with greenfield sites, organic growth and accretive M+A creates a capital deployment 

opportunity. The final requirement is a management team that can marry the two effectively, i.e. 

drive the business to grow at speed and sourcing and deploying the capital to do so. Whilst 

Brendan Horgan is no owner manager, Ashtead’s articulation and execution of their expansion 

plan is meticulous and we think sound. 
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Many investors understand well the Dream businesses model and pursue it with zeal, but this 

arena is competitive resulting in higher prices. For those without our business model building 

blocks maybe Ashtead’s growth is harder to see. Perhaps we could think about Ashtead or 

companies like it as Lollapaloozas as they require the coming together of multiple factors to 

produce an outsized result i.e. the deployment of capital, a market opportunity and management 

needing a high level of competence. What is interesting is how the Ashtead model as we describe 

it has been articulated by this company for many years now and is largely unchanged. Yet during 

that time the multiples placed on the business have moved considerably as the chart below shows. 

This suggests to us that a deep understanding of the company is appreciated by some investors, 

but not by all. 

Fig.1: Ashtead PE Ratio – Falling to 18x on March 2023 forecasts 

 
Source: Bloomberg 

Dispassionately assessing value 

When distributing a few reflections on Ashtead in December we made the following comments: 

“Our original 2020 piece is not just re-attached for bragging rights, but mostly because 

we think it explains how the parts of the financial model of this company importantly 

come together. Today the powerful interaction of the drivers we observed continue. 

Organic growth + opening of greenfield sites + acquiring infill businesses combine to 

result in strong revenue growth. This being executed in a constant leverage model is what 

is driving such fast growth in earnings and the capacity for share buy backs in addition 

to the above levers of growth.  

It is interesting to look back on the compounding model we distributed with that summer 

2020 piece (re-attached). Whilst we then knew a constant PE multiple of 9x would be too 

low it was a useful way to demonstrate the compounding power of the business without 

confusing the effect of any PE re-rating. Readers today that open that same model and 

opt for an end period PE of 30x, rather than 9x will find we hope an interesting conclusion 

in the protected share price that is implied. In March 2021 it implied a price of £69 and 

in March 2022 £76…i.e. very close to where we are today.  
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Disclaimer 
This document does not consist of investment research as it has not been prepared in accordance with UK legal 

requirements designed to promote the independence of investment research. Therefore even if it contains a research 

recommendation it should be treated as a marketing communication and as such will be fair, clear and not misleading 

in line with Financial Conduct Authority rules. Holland Advisors is authorised and regulated by the Financial Conduct 

Authority. This presentation is intended for institutional investors and high net worth experienced investors who 

understand the risks involved with the investment being promoted within this document. This communication should 

not be distributed to anyone other than the intended recipients and should not be relied upon by retail clients (as defined 

by Financial Conduct Authority). This communication is being supplied to you solely for your information and may 

not be reproduced, re-distributed or passed to any other person or published in whole or in part for any purpose. This 

communication is provided for information purposes only and should not be regarded as an offer or solicitation to buy 

or sell any security or other financial instrument. Any opinions cited in this communication are subject to change 

without notice. This communication is not a personal recommendation to you. Holland Advisors takes all reasonable 

care to ensure that the information is accurate and complete; however no warranty, representation, or undertaking is 

given that it is free from inaccuracies or omissions. This communication is based on and contains current public 

information, data, opinions, estimates and projections obtained from sources we believe to be reliable. Past performance 

is not necessarily a guide to future performance. The content of this communication may have been disclosed to the 

issuer(s) prior to dissemination in order to verify its factual accuracy. Investments in general involve some degree of 

risk therefore Prospective Investors should be aware that the value of any investment may rise and fall and you may 

get back less than you invested. Value and income may be adversely affected by exchange rates, interest rates and other 

factors. The investment discussed in this communication may not be eligible for sale in some states or countries and 

may not be suitable for all investors. If you are unsure about the suitability of this investment given your financial 

objectives, resources and risk appetite, please contact your financial advisor before taking any further action. This 

document is for informational purposes only and should not be regarded as an offer or solicitation to buy the securities 

or other instruments mentioned in it. Holland Advisors and/or its officers, directors and employees may have or take 

positions in securities or derivatives mentioned in this document (or in any related investment) and may from time to 

time dispose of any such securities (or instrument). Holland Advisors manage conflicts of interest in regard to this 

communication internally via their compliance procedures.  

 

 

 

 


