Vp plc

Trading in-line, confidence in FY27 reiterated

Vp has released an in-line trading update this morning, reiterating previous guidance for FY26.
Whilst only a few weeks have passed since February’s trading update (when forecasts were
rebased), it has been an eventful period with the onset of the Middle East conflict, oil price
spike and a resulting deterioration in business confidence. In this context, an in-line update is
reassuring and the outlook for FY27 and beyond is positive, supported by strategic initiatives

and an underpinning of demand from committed Infrastructure spending.

Vp’s shares are trading on just over 9x P/E for FY26 (which we expect to be a trough earnings
year), falling to c.8x in FY27. In our view, this is far too low for a high-quality business with

significant recovery and long-term growth potential. We maintain our 750p Fair Value estimate.

Operational and financial discipline underpinning profitability

Against a challenging macroeconomic backdrop, Vp expects to report adjusted PBT for the year to
315t March '26 of £26m-£29m. This is in line with previously rebased guidance (February note here:

Earnings reset reflects market headwinds) and our forecast (£27m). The immediate impact of the

Middle East conflict has been limited to an increase in fuel costs, which has largely been mitigated.

Mixed end markets, confident outlook for FY27

End market commentary mirrors much of the messaging from February. Whilst the trading
environment remains challenging, there are some bright spots (notably strong demand for Electricity
Transmission in the UK and Europe). There are also positive lead indicators in Water at the start of

Year 2 of AMP8, which we expect to support an improvement in profitability in FY27.

Strategic and operational progress under new CEO

Recent months have seen significant strategic progress with the transformation programme at
Brandon Hire Station, which is materially complete, as well as the appointment of Alice Woodwark as
CEO. The early priorities of her tenure have included enhancing cross-divisional efficiency, a sharper
focus on specialist infrastructure markets, and advancing Vp’s digital roadmap. We expect these

strategic initiatives to underpin the Groups’ long-term success and to drive future profit growth.

Key financials & valuation metrics

Year to 31 March (Em) 2023A  2024A  2025A 2026E  2027E
Sales 3715 3687 3800 3600  355.0
EBITDA 1119  111.0 1095  101.0 1045
Adjusted PBT 40.2 39.9 36.7 27.0 30.5
FD EPS (p) 78.4 73.1 66.6 495 55.8
DPS (p) 375 39.0 39.5 39.5 39.5
Net Cash/(Debt)* 1344 1252  -1385 -1501  -158.6
Net Cash/(Debt)** 1929  -187.2 2040 -2156  -224.0
Net Debt**/EBITDA 1.7x 1.7x 1.9x 2.1x 2.1x
P/E 6.1x 6.6x 7.2x 9.7x 8.6x
EV/EBITDA 3.4x 3.4x 3.6x 4.0x 4.0x
Dividend yield 78%  81%  82%  82%  82%
FCF yield 6.0%  13.3%  6.6%  32%  4.8%

Source: ED analysis, IFRS 16 basis unless stated *excluding leases (pre IFRS 16) **including leases (IFRS 16)
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Price (last close) 480p
52 weeks Hi/Lo 650p/424p
Market cap £179m
ED Fair Value / share 750p
Net cash / (debt) 2025A £138m
Avg. daily volume (3m) 24k
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Description

Vp plc is a specialist equipment rental

business  providing  equipment,
people, services and support for
specialist projects. It focuses on
niche sectors principally in the
(38%  of

Construction

Infrastructure Group
(36%),
Housebuilding (7%) and Energy
(10%) markets in the UK and

Overseas. It has an excellent track

revenue),

record of growth and high returns
over many years as well as a 30+

year unbroken dividend record.
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A robust performance in challenging markets

The General Construction market is experiencing a sustained period of contraction. Whilst Vp has not been
immune to this, the specialist focus of the Group’s activities, a weighting towards committed Infrastructure

spending and the diversity of Vp’s product offering continue to underpin a relatively resilient performance.

The UK Construction PMI has been in negative territory for over a year (a reading below 50 signifying a

contraction in activity).

Whilst there may have been some signs of cautious optimism at the beginning of 2026, this was erased by
the conflict in the Middle East, which has materially impacted business confidence, reflecting concerns over

heightened inflation, supply chain pressures and an increase in borrowing costs.

UK Construction PMI — recent months have extended a period of decline
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End market overview highlights bright spots

Electricity Transmission is delivering growth, with strong demand in the UK and Europe. Rail activity
remains steady but subdued, with good visibility on future project pipelines. In Water, positive lead
indicators point to an improvement in revenues in FY27. Whilst the General Construction sector backdrop
remains challenging, the Specialist Construction market remains supportive, particularly in London and the
Republic of Ireland. Housebuilding demand remains subdued but with improving prospects from Homes

England’s Social and Affordable Homes Programme.

Outlook supports expectations for profit growth in FY27

The Board remains confident in the Group’s positioning and future performance. We therefore make no
changes to our forecasts for FY26 or FY27. We expect the improvement in profitability in FY27 to be driven
in particular by the recent repositioning of the Brandon Hire Station business, as well as increasing demand
for the Water sector under AMP8.
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Disclaimer

Equity Development Limited (‘ED’) is retained to act as financial adviser for its corporate clients, some or all of whom may now or in the future
have an interest in the contents of this document. ED produces and distributes research for these corporate clients to persons who are not clients
of ED. In the preparation of this report ED has taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading,
but makes no guarantee as to the accuracy or completeness of the information or opinions contained herein.

Any reader of this research should not act or rely on this document or any of its contents. This report is being provided by ED to provide background
information about the subject of the research to relevant persons, as defined by the Financial Services and Markets Act 2000 (Financial
Promotions) Order 2005. This document does not constitute, nor form part of, and should not be construed as, any offer for sale or purchase of
(or solicitation of, or invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or any part of it, form
the basis of, or be relied on in connection with, any contract or commitment whatsoever.

Research produced and distributed by ED on its client companies is normally commissioned and paid for by those companies themselves (‘issuer
financed research’) and as such is not deemed to be independent as defined by the FCA but is ‘objective’ in that the authors are stating their own
opinions. This document is prepared for clients under UK law. In the UK, companies quoted on AIM are subject to lighter due diligence than shares
quoted on the main market and are therefore more likely to carry a higher degree of risk than main market companies.

ED may in the future provide, or may have in the past provided, investment banking services to the subject of this report. ED, its directors or
persons connected may at some time in the future have, or have had in the past, a material investment in the Company. ED, its affiliates, officers,
directors and employees, will not be liable for any loss or damage arising from any use of this document to the maximum extent that the law
permits.

More information is available on our website www.equitydevelopment.co.uk
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